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PART |
Item 1. Busi ness
GENERAL

St ockgroup. com Hol di ngs, Inc. (Stockgroup.com was incorporated under the | aws of
Col orado on Decenber 6, 1994 under the nane |-Tech Hol dings Goup, Inc. (“I-Tech”), a
United States non-operating conpany regi stered on the NASD OTC Bul l etin Board. The
financial statements and supporting information in this report are issued under the name
of Stockgroup.com but are a continuation of the financial statements and report of
operations of Stock Research Group, Inc. (“SRG), a British Colunbia corporation which
was incorporated on May 4, 1995. On March 11, 1999, pursuant to a reverse acquisition
SRG acquired the net assets of |I-Tech. This transaction is considered a recapitalization
of SRG for accounting purposes and an acquisition of Stockgroup.com by SRG Accordingly,
the transaction has been accounted for as a purchase of the net assets of Stockgroup.com
by SRG however Stockgroup.com continues as the remaining |legal entity. Prior to the
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on the busi ness nodel described bel ow

The consolidated financial statenents included in this document are prepared in U.S.
Dol lars and are prepared in accordance with accounting principles generally accepted in
the United States (“U. S. GAAP’). The conparative figures presented in the consolidated
financial statenents are those of SRG originally reported in Canadi an GAAP and Canadi an
Dol l ars. The conparative figures have been retroactively restated to conformto the U S
GAAP presentation adopted in the current year. The conparative figures have been recast
into U.S. Dollars in accordance with FASB Statenment No. 52, Foreign Currency Transl ation

St ockgroup. com has offices in New York, San Francisco, Toronto, Calgary and nmintains
its corporate headquarters in Vancouver. Focusing on news and information for small cap
and mcro cap* investors, Stockgroup.comhas created an Internet investor information
Conmuni ty which brings together small cap investors and conpani es and provides
informati on on small cap market devel opnents. In Cctober 1999 Stockgroup.com | aunched its
next generation Internet Community, www. snall capcenter.com which acts as a portal for
i nvestors researching, analyzing, and discussing small cap stocks and narkets.

In addition small capcenter.com provi des extensive information on North Anmerican
publicly traded conpani es and showcases unbi ased original financial news content on snall
cap conpani es and markets. These news features are produced throughout the tradi ng day by
St ockgroup.com s staff of professional financial journalists and editors and this News
Service is a significant draw for the investor viewers who use small capcenter.com
Smal | capcenter.comis a conprehensive resource for investors and provides detail ed
profiles of conpanies, industry news, stock quotes and charts, daily market reports, news
rel eases and other investment research tools.

St ockgroup. com al so specializes in providing public conpanies with Internet marketing
sol uti ons and has devel oped a strong position as a niche marketer of specialty investor
rel ati ons oriented products. Small capcenter.com al so di ssem nates informati on about
St ockgroup.conm s corporate clients but does not meke any reconmendati ons or provide
speci al news coverage related to these clients.

*(*Smal |l Cap’ conpanies are defined as those which have a narket capitalization of US$750
mllion or less and ‘Mcro Cap’ conpanies are defined as those with a market cap of US$50
mllion or less. Hereinafter in this docunent, Small Cap and Mcro Cap will be referred
to collectively as ‘Small Cap’

CORPCRATE OVERVI EW AND BACKGROUND

Qur investnent information on-line Internet Community has viewers in the United
States, Canada and abroad. The Community nodel is based on the creation and
fostering of an Internet site which provides nenbers with a range of services
and content which are targeted toward a certain area of interest. Comunity
sites are generally designed to provide wusers with a stinmulating interactive
experience which encourages themto return to the Community on a frequent basis.
The essence of the Community nodel is to provide an on-line home which wins the
loyalty of viewer nenmbers. Content is usually based around thenes of interest
such as News, Business, Investing, Career Information, Travel, Medical & Life
| ssues, Technol ogy, Sports & Entertainment, etc. Generally, a Conmunity's
revenues rely on the sale of advertising, e-mail commerce arrangenents and the
sal e of nenbership subscriptions for prem um content or other special services.

Qur main website, www smallcapcenter.com acts as a portal for investors
researching, analyzing, and discussing mcro and small cap stocks and nmarkets.
This website provides newsworthy micro and small cap information to our investor
viewers as well as dissemnating information about our corporate clients.
This information includes detailed profiles of conmpanies, industry news, stock quotes,
charts, daily market reports, news releases and other investnent tools. Qur Comrunity
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i ncluding: Conmputers/Tel comm Consumer Goods; Energy; Finance/Real Estate; Food &
Beverage; Healthcare; Internet; Mnufacturing; Natural Resources; Services; and
Transportation. W believe that we have becone a primary provider of tinmely, accurate

i nvestment information to

m cro and small cap investors.

We are also a provider of website design and Internet financial products
and marketing services for snmall and mcro cap conpanies, a market segnent that
traditionally has not had the sane nmarket profile as |arger public conpanies.
Sonme of the specialty products we produce include private |abel quotes and
charts, database tools for building relationships with shareholders, "traffic"
reports which allow a conpany's nmanagenent to assess the inpact of website use
by its viewers, and design services and mai ntenance contracts.

Qur industry is characterized by rapid technological change, new product
devel opnent and evolving industry standards. |Inherent in our business are
various risks and wuncertainties, including a limted operating history, a new
and unproven business nodel and the limted history of commerce on the Internet.
Qur success my depend in part wupon the energence of the Internet as a
comuni cati ons medi um prospective product devel opnent efforts and the
acceptance of our products and services by the marketplace. As part of our
strategi c devel opnent plans, we invest significant resources in research and
devel opnent of new products and services.

Conpetition

There is intense conpetition to capture viewers on the Internet and many fi nancia
informati on sites provide services which are simlar in nature to those offered on
www. srmal | capcent er. com

However, focusing on the small cap niche allows Stockgroup.comto differentiate itself by
avoi ding direct conpetition with large cap information providers such as TheStreet.com
the W8J Onl i ne, The Mdtley Fool and CBS Marketwat ch

Enmpl oyees

As of Decenber 31, 1999 we enpl oyed 66 people on a full-time basis. O the total, 29
were in design, progranmm ng, product research and devel opnent, 15 in sales, marketing,
and support, 10 in publishing (plus an additional 8 freelance witers), and 12 in
adm ni stration and finance. Stockgroup.com s success is highly dependent on its ability
to attract and retain qualified enployees. Conpetition for enployees is intense in the
Internet industry. To date, the Conpany believes it has been successful in its efforts to
recruit qualified enployees, but there is no assurance that it will continue to be as
successful in the future. None of the Conpany's enpl oyees are subject to collective
bar gai ni ng agreenents. The Conpany believes relations with its enpl oyees are good.

Regul atory issues

The Conpany is not subject to governmental regulation in its Internet publishing
efforts other than | ocal state and nunicipal sales tax |icenses.

Subsi di ari es

St ockgroup. com has five subsidiaries. In Canada our British Colunbia subsidiaries are
St ockgroup. com Medi a, Inc. and 579818 B.C. Ltd. and in the U.S. we operate through
St ockgroup.com Ltd. Stockgroup.com al so owns two non-operating corporations,
St ockgroup. com (Bahamas) Ltd. and Stockgroup.com International, Inc. which are currently
dor mant .

DESCRI PTI ON OF BUSI NESS MODEL

The Conpany's business nodel is based on serving two conplenmentary target
mar ket s.
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I nvestors have difficulty obtaining tinmely, accurate investnent information on
small and micro cap conpanies due to a |l ack of objective news sources. Most
nmedi a organi zations, investnent firnms and brokerage houses tend to focus a
significant majority of their attention on larger public conpanies. As a result,
smal |l and micro cap investors have not had access to the |evel of non-biased
third party information or traditional sources of conpany research reports they
desire. This lack of information is <coupled wth the increasing shift of

i nvestors from traditional retail brokerages to discount and on-line
alternatives. This shift has created an increased interest in persona
i nvestment research on the part of individual investors. However, investor

interest in the snmall and mcro cap sectors has not been acconpanied by an
i ncreased coverage of the small and micro cap sectors by traditional nedia,
traditional brokerage firns or alternative on-line and discount investnent
service providers. As a result, investors have turned to other resources on the
Internet as a nmethod of obtaining the tinmely financial information needed to
make smal | cap investnent decisions.
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Target Market Two - Small Cap Conpani es Seeking Better Exposure to |Investors

As described above, snmmll and nmicro cap conpanies do not receive the sane
coverage as large public conpanies. Over the |last few years, the Internet has
become a cost-effective solution to enhance their profile, but many small and
m cro cap conmpani es have |acked the skills and knowl edge to take full advantage
of this opportunity. This had led to the outsourcing of Internet related
services. Requirenments of small and micro cap conpanies are broad and range from
t he design, development and mai ntenance of investor relations oriented websites
to the creation of effective on-line advertising canpaigns. Stockgroup.com has
become a significant provider of these types of services.

St ockgroup. com does not act as a public relations or investor relations firm but rather
provi des a suite of products and services.

The smal | capcenter.com I nternet Investnent |nformation Community

To meet the needs of its two conplenentary target markets, Stockgroup.com has
created ww. snal | capcenter.com an Internet information Conmmunity which provides

a wide range of services to investors interested in small and micro cap
conpani es and mar ket s. A significant feature whi ch differentiates
smal | capcenter.com from other financial websites is its on-line news reporting.
St ockgroup. com enpl oys a staff of professional journalists who produce breaking

stories throughout the trading day on topics of interest to small and mcro cap
i nvestors. A major goal of our business nodel is to develop and expand this

news service into a world class news organization with bureaus and contributors
t hroughout North America. Services on the site are currently offered on a free
trial basis and we are projecting future revenues will arise fromthe conversion
of viewers of the site into purchasers of subscription based services.

By satisfying its viewers' investnent information needs, Stockgroup.com seeks to
become the dominant single source of small and micro cap information on the
I nternet.

STOCKGROUP. COM S SOURCES OF REVENUE

Hi storically, Stockgroup.comhas had three sources of revenue: (i) advertising and nedia
services; (ii) website design and developnent; and (iii)website maintenance and
mar keti ng services. Additionally, Stockgroup.com has recently commenced initiatives based
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financial websites on the Internet.

Advertising and Media Services

St ockgroup.com derives revenue fromcorporate advertisers who see benefit in
presenting their products and services to smal | capcenter.coni s I nt ernet

audi ence. Many advertisers seek and are willing to pay premumrates to advertise on
smal | capcenter.com due to its highly specific denpgraphics and heavy traffic.

The investor denographic profile, which consists of well educated, technically

savvy, md to high-income |evel earners and higher risk investors is very
attractive to nunerous advertisers. Corporate advertisers have included such
conpanies as IBM Mcrosoft, VISA  Solonmon Smith Barney, Datek Securities,

Standard & Poors, CIBC, Bank of Anmerica, Charles Schwab, Intel, Aneritrade,

Qui cken, The Toronto Stock Exchange, and Di scover Brokerage. In addition, Stockgroup.com
provi des advertisi ng managenent services, essentially acting as an on-line advertising
agency providing advertisenent design and placenent services for its clients.

St ockgroup.com also places ads, as a function of client budgets, on other web
sites it believes wll provide the client with the greatest exposure to the investnent
comunity.

Website Design and Devel oprment The Conpany offers specialized website design services and
ot her web services suchas private | abel quotes and charts, database tools for building
rel ationships with sharehol ders and managenent “"traffic" reports to track investor
usage of

websites and inquiries. 1In addition, wunlike other web hosting and design
conpani es, Stockgroup.com devel ops web sites with the investnent conmmunity in

m nd. Stockgroup.com has devel oped consi derabl e expertise in the creation of |nvestor

Rel ati ons oriented websites and has a strong conpetitive position in this market niche.
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St ockgroup.com offers packages which can be tailored to include sone or all of
its services and graphic design Ilevels, depending on the needs and budget of
each client.

Website Maintenance and Marketing Services

As a neans of providing small cap compani es with greater exposur e,
St ockgroup. com offers a nmai ntenance service which keeps clients’ websites current and
fresh. As part of this service we also link clients' sites to Stockgroup.conms
proprietary information Comrunity and offer “rental' access to Stockgroup.conms
proprietary Enmail listing of over 35,000 investors.

Sal e of Technol ogy Pl atform and Services

St ockgroup.com i s devel opi hg opportunities for the sale of its expertise in the
devel opnent of enterprise financial website platforns. One of these initiatives involves
a contract for the creation of AsiaXlS, a firm based in Singapore dedicated to providing
Internet financial information on the Southeast Asian econonic narkets.

Research and Devel opnent

During 1998 and 1999 we have invested approxi mately $211,566 and $771, 992 respectively
on research and devel opment related to new products and services and the creation of
www. srmal | capcent er. com

Forwar d- | ooki ng statenents

Certain statenents contained herein constitute "forward-I|ooking statenents”
wi thin the nmeaning of Section 27A of the Securities Act of 1933, as anended (the
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anended (the "Exchange Act"). These forward-1| ooki ng statenents can be identified
by the use of predictive, future-tense or forward-Iooking term nology, such as

"believes," "anticipates," "expects," "estimates," "plans,"” "my," "intends,"
"Will,"” or simlar terns. These statenments appear in a nunber of places in this
report and include statenents regarding the intent, belief or current
expectations of the Conpany, its directors or its officers wth respect to,

anong other things: (i) trends affecting the Conpany's financial condition or
results of operations, (ii) the Conpany's business and growmh strategies, (iii)
the Internet and Internet commerce and (iv) the Conpany's financing plans.
Investors are cautioned that any such forward-looking statenments are not
guar ant ees of future per f ormance and i nvol ve signi ficant ri sks and
uncertainties, and that actual results nmay differ mterially from those
projected in the forward-looking statenents as a result of various factors set
forth wunder "Risk Factors”™ and elsewhere in this report. The preceding
di scussion of the financial condition and results of operations of the Conpany
should be read in conjunction wth the financial statenents and notes rel ated
thereto included el sewhere in this report.

Item 2. Description of Property
| NTELLECTUAL PROPERTY, PROPRI ETARY RI GHTS AND DOMAI N NAMES

The Conpany protects its intellectual property through a conbination of
trademark and copyright |aw, trade secret protection and confidentiality with
its enpl oyees, custoners, independent contractors and strategic partners. The
Conmpany pursues the registration of its domain nanes, trademarks and service
marks in the United States and internationally. Effective trademark, service mark
copyright and trade secret protection may not be available in every country in which the
Conpany' s services and products are made avail able on-line. The Conpany creates a
majority of its content and obtains rights to use the balance of its content fromthird
parties. It is possible that the Conpany coul d beconme subject to infringenment actions
based upon the content obtained fromthese third parties. In addition, others may use
this content and the Conpany may be subject to clains fromits licensors. The Conpany
currently has no patents or patents pending and does not anticipate that patents wll
become significant part of its intellectual property in the future. The Conpany seeks to
enter into confidentiality agreenments with its enpl oyees
and i ndependent consultants and has instituted procedures to control access to
and distribution of its technol ogy, documentati on and other proprietary
informati on and the proprietary information of others fromwhomit |icenses
content. The steps the Conpany takes to protect its proprietary rights nmay not
be adequate and third parties may infringe or nmisappropriate the Conpany's
copyrights, trademarks, service nmarks and similar proprietary rights. In
addition, other parties may assert clains of infringenent of intellectua
property or alter proprietary rights against the Conpany. The |egal status of
intellectual property on the Internet is currently subject to various
uncertainties.

LEASEHOLD

The Conpany's corporate offices are conposed of one floor of |eased space |ocated in
the center of Vancouver’s business conmunity. The Conpany al so | eases sites in New York,
San Franci sco, Toronto and Calgary. The Conmpany's facilities are fully used for current
operations and expects that it will be seeking additional space in 2000

EQUI PVMENT

The Conpany has nade a substantial investnent in servers and conputer equi pnent
required for its website and has dedicated staff assigned to naintenance and support of
t hese operations.



Item 3. Legal Proceedings

The Conpany is not a party to any pedning |egal proceeding.
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Item 4. Subm ssion of Matters to a Vote of Security Hol ders

No matters were subnitted to a vote of security holders during the fourth
quarter of fiscal 1999.

PART 11
Item 5. Market for Registrant’s Conmon Stock and Rel ated Stockhol der Matters

Qur common stock has been quoted for trading on the OTC BB since March 17,
1999. Accordingly, there has been a linited public nmarket for our common stock
The following table sets forth high and |ow bid prices for the conmon stock for
t he periods ending March 31, 1999, June 30, 1999, Septenber 30, 1999 and Decenber
31, 1999. These prices represent quotations between dealers wthout adjustnent
for retail markup, markdown or conmi ssion and may not represent actual transactions.

Quarter Ending: Hi gh Low Vol une

March 31, 1999 $ 10.25 $ 6.00 3, 339, 000
June 30, 1999 $ 9.00 $ 3.125 4, 859, 200
Sept enber 30, 1999 $ 5.00 $ 2.125 3,297, 500
Decenber 31, 1999 $ 3.625 $ 1.312 1,927,700

On Decenber 31, 1999, Stockgroup.com had 26 regi stered sharehol ders owni ng
8, 195, 000 shares.

We have not and do not foresee declaring any dividends now or into the foreseeable
future.

We have reserved, as of Decenber 31, 1999, 2,000,000 shares of commpn stock
for issuance upon the exercise of non-qualified stock options.

Item 6. Managenent’s Discussion and Analysis of Results of Operations and Fi nancia
Condi tion

RESULTS OF OPERATI ONS — FOR THE YEARS ENDED DECEMBER 31, 1999 AND DECEMBER 31, 1998

1999 was the nost significant period of growh and devel opment in our history. During
the year, the Conpany expanded the scope of its news division by hiring 10 journalistic
prof essi onal s, including our Editor in Chief, David Andel man. During 1999 we al so
expanded our productive capacity and devel oped and | aunched ww. smal | capcenter.com our
state of the art website dedicated to serving the needs of small cap investors. This
project required a significant investnent of resources and, along with other initiatives,
resulted in the addition of 31 new staff to our progranmm ng and design teans. The | aunch
of www. srmal | capcenter.com al so included the creation of our advertising i mage based on
the sl ogan ‘Were to find the next big thing . The acconmpanyi ng ad canpai gn i ncl uded
comercials on nmedia such as CNBC and print ads in The Wall Street Journal, U S. News and
Worl d Report and other nmjor publications.

During the year, we al so expanded our news bureau/sales office branch network through
the addition of offices in San Franci sco and New York. Supporting financing for our
strategic plan was rai sed through private placenments of an aggregate cash proceeds of
$5.4 million which were conpleted after the Conpany went public in March
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its acquisition on March 11, 1999 of Stock Research Group, |-Tech Hol dings Group, Inc.
had achi eved m ninmal success in the inplenmentation of its marketing plan and the
operation of its business, the design of websites.

Revenue
1999 was a year of record revenue for Stockgroup.com During the year ended Decenber
31, 1999, we generated revenues of US$1, 920, 052 versus US$857,591 for the year ended
Decenber 31, 1998. This represents a 123% i ncrease in year over year revenue.

A substantial part of growth in revenues was due to an increase in Advertising and
Medi a Services sales, which saw year over year growh of 393% Wbsite Design and
Devel opnent al so saw gains, with an increase of 61% and Website Mai ntenance and Marketing
saw a margi nal decrease of (12)% Over the course of 1999 growth in Website services
overall was inpacted by resources applied to the devel opnent of our new enterprise
financial news nedia Wbsite ww. snal | capcenter.com |n 2000, however, the progranm ng
and design capacity we built up to conplete the devel opnent of www. small capcenter.com are
bei ng re-depl oyed to revenue generating projects and shoul d enhance our ability to expand
sal es.

We are seeking to increase revenues in 2000 based on inplenentation of our strategic
plan. As of year end 1999 we have hired Ti m Bush, a 20 year veteran sal es professional
as our Vice President of Sales. M. Bush cones to Stockgroup.comfromlngram M cro Inc.
one of the world' s | argest whol esal e providers of technol ogy products and services, where
he was the Regional Sales Director. During his time at IngramMcro Inc., M. Bush's
t eam aver aged over 30% sales gromh with sales in excess of CDN$400 million. M. Bush's
i medi ate mandate is to expand our sales staff and increase sales in New York, San
Franci sco, Vancouver and other North American markets.

In Quarter |, 2000 the Conpany is also introducing its subscription news service
product through wwv. snal | capcenter.comand is continuing to increase its base of
journalists to support this product. In January, Stockgroup.com also introduced a new
product naned | nvestor Market Pl ace which is generating strong demand from the Conpany’s
clients.

As a consolidated entity, we saw Pro-Forma gross revenues decrease from US$968, 441 in
1997 to US$857,929 in 1998;

Operati ng Expenses

The devel opnent and | aunch of www. smal | capcenter.com had a major bearing on the
operating expenses incurred by Stockgroup.com during 1999. Cost of Revenues, which
include itens such as data feed costs, Internet connectivity costs, sone of the costs of
our Design teamand third party advertising costs for advertising purchased on behal f of
clients, increased from $172,343 in 1998 to $1,208,033 in 1999 representing and increase
of 601% These <costs are required to maintain the infrastructure which support the
delivery of financial information services on the Internet. In 1997 cost of revenues were
$137, 497.

Sal es and Marketing costs al so saw significant increases primarily as a function of
advertising purchases related to the [aunch of www. snal | capcenter.com and went from
$265,840 in 1998 to $2,454,473 in 1999, an increase of 823% Funds expended for
advertising have provided us with reach to viewers and are expected to continue to
provi de val ue over the longer term In 1998 and 1997, we had not yet undertaken
significant initiatives with respect to Sales and Marketing and our expenses were |largely
related to our conm ssioned sales staff. From 1997 to 1998, Sales and Marketing expenses
i ncreased from $239,050 to $265,840 or an increase of 11.2%

Product Devel opnent costs, which consist of salaries for programrers and Design staff
seconded to the devel opnment of www. snal | capcenter.comincreased from $117,453 in 1998 to
$415,108 in 1999, an increase of 253% W project that expenses in this area wll
continue to grow as we hire nore Internet design specialists to deliver upon our
antici pated expansi on of website contract commtnents. Wth respect to year over year
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$117, 453, or an increase of 51.6% due to the addition of nore progranm ng staff.

General and Admi nistrative costs also saw a large relative increase from $443,201 in
1998 to $2,209,192 in 1999, or 398% Notable expenses in this area cane as a result of
the addition of two new offices, the noving of head office to |arger premn ses,
anorti zation of inputed expenses for enpl oyee stock options, increased sal aries and wages
for new managenent and executive staff, and increased | egal and accounting fees and one-
time consulting fee charges related to our launch as a public conpany. Wth respect to
re-occurring G & A expenses, we project this expense category will increase marginally
during 2000 as we add to key nmanagenent positions, but do not anticipate the sanme |eve
of large one-tine costs incurred in 1999. In 1998, G&A expenses increased to $447, 278
whi ch represented a marginal increase of 7.1% fromthe $417,526 incurred in 1997.

O her Income and I ncome Taxes
We earned Interest and other inconme of $124,221 in 1999 prinmarily on investnment of our
cash resources. Due to our net |loss position, we did not incur tax in 1999. At present we
have tax | oss carry forwards of $3,369,000 in the Canada which expire in 2006, and tax
| oss carry forwards of $845,000 in the U S. which expire in 2019.

During 1999 we incurred a net |oss of $(4,2424,533) versus a net loss of $(149,289) in
1998 and a profit of $76,859 in 1997. The loss incurred in 1999 was the result of our
strategic investnent in the devel opnent of our enterprise financial website and
supporting advertising program the addition of significant devel opnment capacity in our
progranmm ng and design teanms and the initial investnment in our editorial operations.

The nost significant conmponent of investnent in 1999 was ww. snal | capcenter.com which
was | aunched on October 5, 1999. Moving forward, we anticipate further |osses in 2000 and
2001 as we further devel op wwv. snmal | capcenter.com and our Small Cap News Service. The
news service is being expanded in 2000 and includes a subscription conponent wherein
viewers pay to subscribe to premiumquality unbiased original news stories on snall cap
conpani es and markets delivered throughout the trading day.

Fi nanci al Condition

We ended 1999 with a cash position of $1,658,822. As we continue to expand our

operations and devel op our Small Cap News Service to a global level, we will require
significant additional financial resources. Although we believe that we will be able to
rai se additional capital, there can be no assurance that we will we be successful in so

doing. In 1998 and 1997 we ended each year with cash and cash equival ents of $406, 764 and
$32, 742 respectively.
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CORPCRATE DEVELOPMENTS DURI NG THE YEAR

A synopsis of our corporate highlights for 1999 are as foll ows:

1. Reverse Acqui sition conpleted
March 11, 1999, Stock Research Group, Inc. (“SRG) acquires |-Tech Hol di ngs G oup
Inc. (“lI-Tech”)through a reverse takeover.

2. New US Subsidiary formed — Office |aunched in San Francisco
On April 2, 1999, we incorporated "Stockgroup.com Ltd." as an operating
subsidiary, domiciled in the State of Nevada. On April 9, 1999, Stockgroup.com
Ltd. was provided with a Certificate of Qualification to transact business in the
State of California and Stockgroup.com began operations in California.

3. Private Pl acement
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aggregate of USD$5.4 million through the issuance of 900, 000

common shares at USD $6.00 per share. These shares are deemed "restricted shares”
as that termis defined under U S. securities |aw

4. Marketing Initiatives
During the year, the Conpany entered into a series of advertising contracts which
provided it with significant exposure on the Yahoo!, Excite, Whbcraw er and Lycos
Search engi nes. Under these agreenents, banner ads which showcased
www. st ockgr oup. com and subsequently www. snmal | capcent er. com appear on these sites.
St ockgroup. com al so becane the sponsor of terns such as "small-cap,” "mcro-cap,"
and variations thereof for searches done by visitors researching web sites, public
conmpani es, and investments through these various search engine sites.
5. Advertising and Public Relations Initiative
As part of the |aunch of www. snall capcenter.com the Conpany retained New York
based
Rocket Sci ence as its agency of record for an advertising and brand-buil di ng
awar eness canpai gn. The agency was responsible for a variety of advertising and
mar keting activities ainmed at positioning ww. srmal | capcenter.com as the premnier
brand in the mcro- and small-cap arena.
6. Ernst & Young LLP nanmed as new i ndependent account ant
On July 7, 1999 the Board of Directors approved the appointnent of Ernst & Young
LLP as the Conpany's new i ndependent accountant. The Conpany selected Ernst &
Young due to its international branch network and expertise in the audit of
technol ogy firns.
7. Sout ham Private Pl acenent
The conpany conpleted a private placenent with Southam Inc. for the issuance of
200, 000
shares in exchange for advertising in Southam publications. Southam Inc. is a
subsi diary of Hollinger International (NYSE: HLR), a |eading newspaper publishing
conpany.
8. New York office opening
On Septenber 1, 1999 we opened our New York branch. This office is hone to our
Editori al
News center and is al so headquarters for our U S. Operations.
9. Launch of small capcenter.com
On October 5, 1999 we | aunched our new on-line investnment information Conmunity
www. simal | capcenter.com This event represented the culmnation of a significant
i nvestment of tinme and resources by the Conpany.
The | aunch of www. smal | capcenter.com and its national advertising canpai gn marked
two significant achievenents in the inplenentation of the Conpany's strategic plan
We believe the introduction of www. snmal | capcenter.com has solidified our position
as a leading Internet content provider of micro- and small-cap information. The
| ook, feel, and functionality of ww.smallcapcenter.com represent a significant
i mprovenent in the features offered on our previous ww.stockgroup.com site.
Additionally, the daily real time editorial and news reporting and increased
access to mcro- and small-cap conpany information not previously available on
the Internet characterize some of the features on the site.
Additionally, we believe our advertising canpaign based around the sl ogan "Were
to
Find The Next Big Thing" has significantly increased our profile with investors
in
North America. To date, some of the prom nent nedia purchases we have
made include full and partial page ads and/or commercials in US. News & Wrld
Report, the Chicago Sun Tinmes, the National Post, CNBC, and the Wall Street
Jour nal
10. Board of Directors strengthened
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sharehol ders voted to ratify the Corporation's appointees for the Board of
Directors. Qur Board of Directors is now conposed of the follow ng persons:

Mar cus New - Chairman & CEO
Loui s deBoer Il - President of MediaFutures, |nc.

David N. Caddey, B.Sc., MSc., - Vice President of MacDonald Dettwiler and
Associ at es

Crai g Faul kner - Chief Technol ogy O ficer

Leslie Landes - President & Chief Operating Oficer

Br oadcast Service | aunched

During the fourth quarter we signed an agreenment wth Yahoo! Broadcast (Nasdaq:
YHOO) to deliver daily and weekly broadcasts, which are accessible through
Broadcast.com Yahoo.com and ww. smal | capcent er.com Yahoo! broadcasts

smal | capcenter.com s daily updates on the small and micro cap narkets, called
"Smal | Cap Snapshot,"” and weekly i ntervi ews with Wall Street’s |eading snal
cap analysts. Additionally, through Yahoo!, Stockgroup.comclients will be able to
broadcast quarterly conference calls, special events, live interviews and
question and answer sessions. The <content 1is featured in several sections of
t he Busi ness area on Yahoo! Broadcast and will be archived for on-demand |i stening.

Edi t or-i n- Chi ef appointed

I n Decenber Stockgroup.com appointed David A. Andel man as Editor-in-Chief of its
news operations. M. Andel man has three decades of experience in news and
broadcasting, nost recently as News Editor at Bloonmberg, follow ng internationa
financial markets, media and comruni cations, securities and investnent banking,
real estate, insurance and finance. Before joining Bloonberg, M. Andel man served
as Washi ngton correspondent for CNBC, Paris correspondent for CBS News (CBS: NYSE),
and a bureau chief and correspondent for the New York Tinmes (NYT: NYSE). He is a
graduate of Harvard Col |l ege and the Col unbia University G aduate School of
Journal i sm

M. Andel man’s nandate is to develop a world class news organi zati on focused on
smal | cap conpani es and markets and he has been actively recruiting a team of
seasoned financial reporters and editors in New York

DEVELOPMENTS SI NCE YEAR END

1

St ockgroup. com expands into Asia

On January 18, 2000, the Conpany entered into a contract in Singapore which
expands our operations into Asia and entails the devel opnment of an enterprise
financial site for Asia Exchange Information Service Pte Ltd. (AsiaXlS). AsiaXl S
was formed by Form Hol di ngs Ltd. (FORM SP — Bl oonberg) and SMB United Limted

(SMBU. SP) and will include an equity interest from Stockgroup.com Hol di ngs I nc.
Both Form Hol dings Ltd. and SMB United are publicly traded on the Singapore Stock
Exchange. SMB United Linmted has annual sales in excess of Singapore$77 mllion and

net inconme in excess of Singapore$8.2MM Form Hol di ngs recently underwent a
restructuring during which George Thia, the former managing director for Merril
Lynch International Bank Ltd., was appointed CEO. Formis now diversifying into
financial information conpani es and music publishing businesses.

Under the terns of the agreenent, Stockgroup.comw |l receive approximtely

US$1, 500, 000 for devel opnent of the initial site in Singapore. The agreenent also
provides for AsiaXlS to devel op 13 additional financial enterprise sites throughout
Asia, Australia and New Zeal and. The Conpany will be paid a licensing fee for its
technol ogy, a devel opnent fee for building and custom zi ng each additiona

financial enterprise site, ongoing naintenance and support fees and royalties for
each of the markets that AsiaXl S enters. The Conpany has al so secured access to
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As part of the contract, Stockgroup.com has agreed to acquire an equity position of
19.4%in AsiaXl S for US$500, 000.

AsiaXIS s first Web site will be dedicated to the coverage of the Stock Exchange of
Si ngapore. Over the course of the next 18 nonths, AsiaXIS will expand its coverage
of other mmjor stock markets such markets as Hong Kong, Taipei and Tokyo.

Rl SK FACTORS

The following factors should be considered carefully in evaluating the
Conmpany and its business.

Qur limted operating history nmakes the evaluation of our current business and
the forecasting of our future results difficult.

W have a limted operating history upon which an evaluation of us, our
current business and our prospects can be based, each of which nust be
considered in light of the risks, expenses and problens frequently encountered
by all conpanies in the early stages of developnent, and particularly by such
conmpani es entering new and rapidly devel opi ng markets |ike the Internet.

Ri sks related to the Internet may affect our success.

There are many risks associated w th operations on the Internet that may

adversely affect our success. Such risks include, wthout I|imtation, the
fol | owi ng:

o] the lack of broad acceptance of the Conmunity nodel on the Internet

o} the possibility that the Internet will fail to achieve broad acceptance as

an advertising and conmercial medium

o} our inability to attract or retain viewers or to generate significant
advertising revenues or subscription service revenues fromour corporate
clients

o] a new and rel atively unproven busi ness node

o] our ability to anticipate and adapt to a devel opi ng market
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o] the failure of our network infrastructure (including its servers, hardware

and software) to efficiently handle its Internet traffic

o} changes in laws that adversely affect our business

o} our ability to manage effectively our rapidly expanding operations,
including the ampbunt and timng of capital expenditures and other costs
relating to the expansi on of our operations

o] the introducti on and devel opment of different or nore extensive Conmunities
by our direct and indirect conpetitors of, including those with greater
financial, technical and marketing resources

o] our inability to maintain and increase levels of traffic on our Wb site

o} our inability to attract, retain and notivate qualified personne
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There can be no assurance that the revenue growth we have experienced in
recent periods will continue or increase. Qur limted operating history makes
the prediction of future results difficult or inpossible and, therefore, our
recent revenue growth should not be taken as an indication of any growth that
can be expected in the future. Furthernore, our limted operating history |eads
us to believe that period-to-period conparisons of our operating results may not
meani ngful and that the results for any period should not be relied upon as an
indication of future performance. To the extent that revenues do not grow at
anticipated rates, our business, results of operations and financial condition
woul d be materially and adversely affected.

We anticipate | osses for the foreseeable future.

We have not achieved profitability in the current period and we anticipate
that we will continue to incur net |osses for the foreseeable future. The extent
of these losses will depend, in part, on the anount of our growh in revenues
fromadvertising sales, client product and nmarketing services and sal es revenues
and subscription fees fromnew services. As of Decenber 31, 1999, we had an
accunmul ated deficit of $(4,259,711). W expect that our operating expenses will
i ncrease significantly during the next several years, especially in the areas of
sales and narketing, product devel opment and general and admnistrative
expenses. Thus, we wll need to generate increased revenues to achieve
profitability. To the extent that increases in our operating expenses precede or
are not subsequently followed by corresponding i ncreases in revenues, or that we
are unable to adjust operating expense |evels accordingly, our business, results
of operations and financial condition would be materially and adversely
affected. There can be no assurance that we will ever achieve or sustain
profitability or that our operating |losses will not increase in the future

Qur future success is dependent on continued growth in use of and conmercia
viability of the Internet.

Qur future success is substantially dependent upon continued growh in the
use of the
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Internet. To support advertising sales, and product and marketing services sales
revenues on www. snal | capcenter.com the Internet's recent and rapid growth nust
continue, and use of the Internet nmust becone wi despread. None of these can be
assured. The Internet nmay prove not to be a viable information comrunications
medium and information marketplace. Additionally, due to the ability of
consuners to easily conpare prices of simlar products or services on conpeting
Web sites, gross margins for the services marketed by us may narrow in the
future and, accordingly, our revenues nmay be materially negatively inpacted. If
use of the Internet does not continue to grow, our business, results of
operations and financial condition would be materially and adversely affected.

Additionally, there are several issues that <could lead to resistance
agai nst the acceptance of the Internet as a viable comercial nmarketplace. To
the extent that the Internet continues to experience significant growmh in the
nunber of users and the |level of use, there can be no assurance that its
technical infrastructure will continue to be able to support the demands pl aced
upon it. The necessary technical infrastructure for significant increases in
el ectronic news dissemnation and e-commerce related to it, such as a reliable
network backbone, may not be tinmely and adequately developed. 1In addition
performance i nprovenents, such as high-speed nodens, nmmy not be introduced in a
timely fashion. Furthernore, security and authentication concerns with respect
to transm ssion over the Internet of confidential information, such as credit
card nunbers, may remain. Also, the Internet could lose its viability due to
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handl e increased levels of activity, or due to increased gover nment a
regul ation. Changes in or insufficient availability of telecomunications
services could result in slower response tines and adversely affect usage of the
Internet. To the extent the |Internet's technical infrastructure does not
effectively support the growth that may occur, our business, results of
operations and financial condition would be materially and adversely affected.

Qur business nodel and acceptance of our products is unproven in the
devel opi ng market in which we operate.

Qur business nodel is new and relatively wunproven. The nodel depends upon
our ability to generate nmultiple revenue streans by diversifying our product
of ferings. To be successful, we nust, ampong other things, develop and narket
products and services that achieve broad market acceptance by its users,
advertisers and client subscriber conpanies. There can be no assurance that any
Internet Comunity, including ww.snallcapcenter.com wll achieve broad nmarket
acceptance. Accordingly, no assurance can be given that our business nodel will
be successful or that it can sustain revenue growh or be profitable.

The market for our products and services is new, rapidly developing and
characterized by an increasing nunber of market entrants. As is typical of any
new and rapidly evolving market, demand and narket acceptance for recently
i ntroduced products and services are subject to a high |level of uncertainty and
ri sk. Moreover, because this market is new and rapidly evolving, it is difficult
to predict its future growth rate, if any, and its ultimate size. If the market
fails to devel op, develops nore slowy than expected or becones saturated with
conpetitors, or if our products and services do not achieve or sustain narket
accept ance, our
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busi ness, results of operations and financial condition would be materially and
adversely affected.

If our efforts to achieve a strong brand identity are not successful, our
busi ness and operating results will be materially adversely affected.

We believe that establishing and maintaining brand identity is a critica
aspect of efforts to attract and expand our viewer base, Internet traffic and
advertising and comerce relationships. Furthernore, we believe that the
i mportance of brand recognition will increase as |low barriers to entry encourage
the proliferation of Internet sites. |In order to attract and retain viewers,
advertisers and subscriber clients, and in response to conpetitive pressures, we
intend to increase our financial comritment to the creation and maintenance of
brand loyalty anong these groups. W plan to acconplish this, although not
exclusively, through advertising canpaigns in several forms of nedia, including
tel evision, print, online nedia, and other marketing and pronotional efforts. If
we do not generate a <corresponding increase in revenue as a result of our
branding efforts or otherwise fail to pronpte our brand successfully, or if we
i ncur excessive expenses in an attenpt to pronote and nmi ntain our brand, our
busi ness, results of operations and financial condition would be materially and
adversely affected.

Pronoti on and enhancenent of the small capcenter.com brand will also depend,
in part, on our success in providing a high-quality "Comrunity Experience." Such
success cannot be assured. If viewers, users, advertisers and commrerce vendors
do not perceive Small capcenter.com s Community experience to be of high quality,
or if we introduce new services or enter into new business ventures that are not
favorably received by such parties, the value of our brand could be diluted.
Such brand dilution could decrease the attractiveness of Smallcapcenter.com to
such parties, and could materially and adversely affect the Conpany's business,



resurts 01 operati orns ana 11 nancral cornat ti orn.

We rely significantly on advertising revenues, the level of which is difficult
to predict and will depend on the anount of "traffic" on our website and
advertisers' acceptance of the internet - based advertising medi um

We derive a significant portion of our revenues from the sale of
advertisenents on our site, and expect to continue to do so for the foreseeable
future. Qur business nodel therefore is highly dependent on the amount of
"traffic" on Smallcapcenter.com which has a direct effect on our advertising
revenues. W are in the early stages of inplenenting our international branch
network and our advertising sales prograns, which, if not successful, could
materially and adversely affect our business, results of operations and
financi al condition.

Qur ability to generate significant advertising revenues will depend, in
part, on our ability to create new advertising prograns wthout diluting the
percei ved val ue of our existing prograns. Qur ability to generate advertising
revenues will depend also, in part, on advertisers' acceptance of the Internet
as an attractive and sustainable nmedium the
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devel opnent of a | arge base of users of our products and services, the effective
devel opnent of Web site content that provides user denographic characteristics
that will be attractive to advertisers, and government regul ation. The adoption
of Internet-based advertising, particularly by those advertisers that have
historically relied upon traditional advertising nmedia, requires the acceptance
of a new way of conducting business and exchanging information. There can be no
assurance that the market for Internet advertising wll continue to energe or
beconme sustainable. |If the market develops nore slowy than expected, our
busi ness, results of operations and financial condition could be materially and
adversely affected.

The Internet as an advertising nedium has not been available for a
suf ficient period of time to gauge its effectiveness as conpared wth
traditional advertising nedia. No standards have been wi dely accepted for the
measur enent of the effectiveness of Internet-based advertising, and there can be

no assurance that any such standards will beconme widely accepted in the future.
Additionally, no standards have been widely accepted to nmeasure the nunber of
uni que users or page views related to a particular site. Internet advertising

rates are based in part on third-party estimates of users of an Internet site.
Such estimates are often based on sanpling techniques or other inprecise
nmeasures, and nmay nmaterially differ from our estimates. There can be no
assurance that advertisers wll accept our or other parties' neasurenments of
i npressions. The rejection by advertisers of such nmeasurenents could have a
mat erial adverse effect on our business, results of operations and financia
condi tion.

The sale of Internet advertising is subject to intense conpetition that has
resulted in a wide variety of pricing nopdels, rate quotes and advertising
services. This has nmade it difficult to project future |evels of advertising
revenues and rates. It is also difficult to predict which pricing nodels, if
any, will achieve broad acceptance ampong advertisers. As described above, to
date, we have based our advertising rates on providing advertisers wth a
guaranteed nunber of inpressions, and any failure of our advertising nodel to
achi eve broad market acceptance, would have a material adverse effect on our
busi ness, results of operations and financial condition.

A majority of our advertising contracts are of a short-termnature and the |eve
of advertising purchases in the future is uncertain.
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averaging one to three nonths in length, wth relatively few |onger-term
advertising contracts. Many of our advertising custonmers have |imted experience
with Internet advertising, have not devoted a significant portion of their
advertising expenditures to Internet advertising and may not believe |Internet
advertising to be effective relative to traditional advertising nedia. There can
be no assurance that our current advertisers wll <continue to purchase
advertisenents on www. snmal | capcenter. com
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If the advertisers' guaranteed mninmm viewrun times on our Website are not
met, we will be required to provide additional run tinmes follow ng the contract
terms which may limt our advertising inventory.

Qur contracts wth advertisers typically guarantee the advertiser or

sponsor either a mnimumview run time during which the ad will be seen by users
of smal | capcenter.com or, a m ni mum  nunber of “i mpressions," or
"“click-throughs,” or tines that a sponsorship or advertisenent is seen by users

of smallcapcenter.com To the extent that mninmmview run tines, or inpression
or click-through |evels are not achieved for any reason, we may be required to
"make good" or provide additional inpressions after the contract term which may
adversely affect the availability of advertising inventory and which could have
a material adverse effect on our business, results of operations and financia
condi tion.

Specifically, the process of nanaging advertising within a |arge,
high-traffic Wb site such as ours is an increasingly inportant and conplex
task. If we do not manage this task in an efficient and appropriate rmanner, our
financial performance may be inpaired. To the extent that we encounter system
failures or material difficulties in the operation of our systems, we could be
unabl e to deliver banner advertisenents and sponsorships through our site. Any
extended failure of, or material difficulties encountered in connection wth,
our advertising managenent system may expose the conmpany to further "nake good"
obligations wth our advertisers, which, by displacing salable advertising
i nventory, anong other consequences, would reduce revenues and could have a
mat erial adverse effect on our business, results of operations and financia
condi tion.

The increased use by consuners of software programs which renove advertising
fromtheir desktops could have an adverse affect on our advertising revenues.

"Filter" software prograns that I|imt or renove advertising from an
Internet wuser's desktop are available to consuners. Wdespread adoption or
i ncreased use of such software by users or the adoption of such software by
certain Internet access providers could have a material adverse effect upon the
viability of advertising on the Internet and, as we rely significantly on
advertising revenues, on our business, results of operations and financia
condi tion.

Potential fluctuations in our operating results and quarterly fluctuations may
adversely affect our trading price.

Qur operating results may fluctuate significantly in the future as a result
of a variety of factors, many of which are outside our control. See "CQur Linited
Operating..." and "OQur Recent Revenue G owh...". As a strategic
response to changes in the competitive environment, we may fromtinme to tine
make certain pricing, service or marketing decisions or acquisitions that could
have a material short-termor long-term adverse effect on our business, results
of operations and financial condition. See "If our efforts to achieve a strong
brand identity..."

W derive a significant portion of our revenues from the sale of
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As a result, our quarterly revenues and operating results are, to a significant
extent, dependent on advertising revenues fromcontracts entered into within the
quarter, and on our ability to adjust spending in a tinely
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manner to conpensate for any unexpected revenue shortfall. See "W rely
significantly on advertising revenues..."; "A mjority of our advertising
contracts..."; "If the advertisers' guaranteed mninumview run tines...".
The foregoing factors, in sone future quarters, may |ead our operating
results to fall below the expectations of securities analysts and investors. In

such event, the trading price of our conmon stock would |ikely be materially and
adversely affected.

We are controlled by our officers, directors and entities affiliated with them

In the aggregate, ownership of our shares by Managenment represent
approximately 46% of our issued and outstanding shares of commn stock. These
stockhol ders, if acting together, wll be able to significantly influence al
matters requiring approval by our stockholders, including the election of
directors and the approval of nergers or other busi ness conbi nati ons
transactions.

Qur future performance is dependent on key personnel

Qur performance is substantially dependent on the performance of our senior
managenment and key technical personnel. In particular, our success depends on
the continued efforts of our senior managenent team especially our Chief
Executive Oficer, Marcus New and our President, Leslie Landes. The | oss of the
services of any of our executive officers or other key enployees could have a
mat erial adverse effect on our business, results of operations and financia
condition. Although several senior managenent personnel have substantial share
and/ or stock options interests, wth the exception of our President
Lesli e Landes, we do not have enpl oynent agreenents in place with our senior management
or enpl oyees.

Qur future success also depends on our continuing ability to retain and
attract highly qualified technical, editorial and managerial personnel. W
anticipate that the nunber of our enployees will increase significantly in the
next 12 nmonths. Wages for managerial and technical enployees are increasing and
are expected to continue to increase in the foreseeable future due to the
conpetitive nature of this job market. There can be no assurance that we will be
able to retain our key nmanagerial and technical personnel or that it will be
able to attract and retain additional highly qualified technical and nanageria
personnel in the future. W have experienced difficulty fromtine to time in
attracting the personnel necessary to support the growth of our business, and
there can be no assurance that we will not experience simlar difficulty in the
future. The inability to attract and retain the technical and manageria
personnel necessary to support the growh of our business, due to, anpbng other
things, a large increase in the wages denmanded by such personnel, could have a
mat eri al adverse effect upon our business, results of operations and financia
condi tion.

A majority of our senior nmanagenent is inexperienced in nmanaging a public
conpany.

Qur recent growh has placed, and is expected to continue to place, a
significant strain on our managerial, operational and financial resources. To
manage our potential growth, we
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must continue to inplenent and inprove our operational and financial systens,
and nust expand, train and nmanage its enployee base. Qur President and Vice
Presi dent Finance joined us during August and Novenber 1998, respectively. In
addition, we have yet to fill several key senior nanagenent posts. Furthernore,
the nenbers of our current senior managenent (other than the President) have not
had any previous experience nmanaging a public conpany or a large operating

conpany. There can be no assurance that we will be able to effectively nanage
t he expansi on of our operations, that our systens, procedures or controls will
be adequate to support our operations or that our nmanagenent wll be able to

achieve the rapid execution necessary to fully exploit the market opportunity
for our products and services. Any inability to manage growh effectively could
have a material adverse effect on our business, results of operations and
financial condition.

We nust enhance and devel op ww. snal | capcenter.comto renmain conpetitive.

To remain conpetitive, we nust continue to enhance and inprove the
responsi veness, functionality and features of www. small capcenter.com and devel op
ot her products and services. Enhancements of or inprovenents to the Wb site may
contain undet ect ed progranmm ng errors that require significant design
nodi fications, resulting in a |oss of customer confidence and user support and a
decrease in the value of our brand nane recognition

We plan to develop and introduce new features and functions, such as
increased capabilities for user personalization and interactivity. This wll
require the devel opnent or licensing of increasingly conplex technol ogies. There
can be no assurance that we will be successful in developing or introducing such
features and functions or that such features and functions wll achieve market
acceptance or enhance our brand nanme recognition. Any failure to effectively
devel op and introduce new features and functions, or the failure of such new
features and functions to achieve nmarket acceptance, could have a nmateria
adverse effect on our business, results of operations and financial condition.

We al so plan to devel op and introduce new products and services. There can
be no assurance that we will be successful in developing or introducing such
products and services or that such products and services wll achieve market
acceptance or enhance our brand nane recognition. Any failure on our part to
effectively devel op and introduce these products and services, or the failure of
such products and services to achieve market acceptance, could have a materia
adverse effect on our business, results of operations and financial condition.

The internet industry is characterized by rapid technological change which may
affect our ability to respond to the evolving demands of our market place.

The market for Internet products and services is characterized by rapid
technol ogi cal devel opnents, evolving industry standards and custoner denands,
and frequent new product i ntroductions and enhancenents. These market
characteristics are exacerbated by the energing nature of the market and the
fact that many conpanies are expected to introduce new Internet products and
services in the near future. Qur future success will depend in significant part
on its ability to continually inprove the performance, features and reliability
of the site in
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response to both evol ving demands of the nmarketplace and conpetitive product and
service offerings, and there can be no assurance that we will be successful in
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technol ogi es could require fundanental and costly changes in our technol ogy and
coul d fundamental |y affect the nature, viability and nmeasurability of
I nternet-based advertising, which could adversely affect our business, results
of operations and financial condition

We may be unable to acconmpdate increased consumer traffic on our website, which
would limt our ability to increase advertising sales and achieve market
accept ance.

A key elenment of our strategy is to generate a high volune of user traffic.
Qur ability to attract advertisers and to achieve market acceptance of our
products and services, and our reputation, depend significantly wupon our
performance and our network infrastructure (including our servers, hardware and
software). Any systemfailure that causes interruption or slower response tine
of our products and services could result in less traffic to the Website and, if
sustained or repeated, could reduce the attractiveness of our products and
services to advertisers and |icensees. An increase in the volume of user traffic
could strain the capacity of our technical infrastructure, which could lead to
sl ower response tine or systemfailures, and could adversely affect the delivery
of the nunmber of inpressions that are owed to advertisers and thus our

advertising revenues. In addi ti on, as t he nunber of users of
www. simal | capcenter.com increase, there can be no assurance that our technica
infrastructure will be able to grow accordingly, and we face risks related to

our ability to scale up to the expected viewer |evels while

mai ntai ning superior performance. Any failure of our server and networking
systenms to handle current or higher volunmes of traffic would have a nmateria
adverse effect on our business, results of operations and financial condition.

We may suffer systemfailures on our Website which could result in negative
publicity, reduce volunme of our advertising sales and adversely affect our
mar ket accept ance.

We are also dependent upon third parties to provide potential wusers with
Web browsers and Internet and online services necessary for access to the site.
In the past, users have occasionally experienced difficulties with Internet and
online services due to system failures, including failures wunrelated to our
systenms. Any disruption in Internet access provided by third parties could have
a material adverse effect on our business, results of operations and financia
condition. Furthernore, we are dependent on hardware and software suppliers for
pronmpt delivery, installation and service of equipnent used to deliver our
products and services.

Qur operations are dependent in part upon our ability to protect our
operating systens agai nst damage from human error, fire, floods, power |oss,
tel ecommuni cations failures, break-ins and simlar events. W do not presently
have redundant, nultiple-site capacity in the event of any such occurrence. Qur
servers are also vulnerable to conputer viruses, break-ins and simlar
di sruptions from unauthorized tanmpering wth our conmputer systens. The
occurrence of any of these events could result in the interruption, delay or
cessation of service,
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which could have a material adverse effect on our business, results of
operations and financial <condition. |In addition, our reputation and the
smal | capcenter.com brand could be materially and adversely affected.

There are security risks to our network.

Experi enced programmers ("hackers") have attenpted on occasion to penetrate
our network security. W expect that these attenpts, some of which have
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able to penetrate our network security could msappropriate proprietary
information or cause interruptions in our products and services or do other
damage, we may be required to expend significant capital and resources to
protect against or to alleviate problens caused by such parties. Additionally,
we may not have a timely renmedy against a hacker who is able to penetrate our
network security. Such purposeful security breaches <could have a materia
adverse effect on our business, results of operations and financial condition.
In addition to purposeful security breaches, the inadvertent transm ssion of
conputer viruses could expose us to a material risk of loss or litigation and
possible liability.

In offering certain paynent services for sone products and services, we
could become increasingly reliant on encryption and authentication technol ogy
licensed fromthird parties to provide the security and authenticati on necessary
to effect secure transmission of confidential information, such as custoner
credit card nunbers. Advances in conputer capabilities, discoveries in the field
of cryptography and other discoveries, events, or developnents could lead to a
conprom se or breach of the algorithms that our |I|icensed encryption and
aut henti cation technol ogy used to protect such confidential information. |If such
a conprom se or breach of our |I|icensed encryption authentication technol ogy
occurs, it could have a material adverse effect on our business, results of
operations and financial condition. W may be required to expend significant
capital and resources and engage the services of third parties to protect
agai nst the threat of such security, encryption and authentication technol ogy
breaches or to alleviate problens caused by such breaches. Concerns over the
security of Internet transactions and the privacy of users nmay also inhibit the
growh of the Internet generally, particularly as a neans of conducting
conmer ci al transactions.

W nmay not be able to conpete successfully against current and future
conpetitors.

The market for viewers, corporate subscribers and Internet advertising is
new and rapidly evolving, and conpetition for viewers and advertisers, as wel
as conpetition in the information dissem nation narket, is intense and is
expected to i ncrease significantly. Barriers to entry are relatively
i nsubstantial and we nmay face conpetitive pressures from nmany additiona
conpani es both in the United States, Canada and abroad.

We believe that the principal conpetitive factors for conpanies seeking to
create Comunities on the Internet are critical mass (i.e., depth of content and
range of features of interest to viewers), functionality of the Wb site, brand
recognition, viewer affinity and loyalty, broad denpgraphic focus and open
access for visitors. |In the future, Internet
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communi ties may be devel oped or acquired by conpanies «currently operating other
Communities or by Web directories, search engines, shareware archives and
content sites, and by commercial online service providers, Internet Service
Provi ders and other entities, certain of which may have nore resources than us.
We conpete for users and advertisers wth other content providers and with
t housands of Web sites operated by individuals, the governnent and educationa

institutions. In addition, we could face conpetition in the future from
traditional nedia conpanies, such as newspaper, mrgazine, television and radio
conmpani es, a number of which, including The Walt Di sney Conpany ("Di sney"), CBS
Corporation ("CBS") and The National Broadcasting Conpany ("NBC'), have recently
made significant acquisitions of or investnents in Internet conpanies.

We believe that the principal conpetitive factors in attracting advertisers
include the anount of traffic on our Web site, brand recognition, custoner
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of fer targeted audiences and the overall cost effectiveness of the advertising
medi um of fered by us. W believe that the nunber of Internet conpanies relying
on Internet-based advertising revenue, as well as the nunber of advertisers on
the Internet and the nunber of users, will increase substantially in the future
Accordingly, we will likely face increased conpetition, resulting in increased
pricing pressures on its advertising rates, which could have a naterial adverse
effect on the conpany.

Many of our existing and potential conpetitors, including conpanies
operating Web directories and search engines, and traditional nedia conpanies,
have |onger operating histories in the Internet Mar ket , greater nane
recognition, | arger custoner bases and significantly greater financi al

techni cal and marketing resources than ours. Such conpetitors may be able to
undertake nore extensive marketing canpaigns for their brands and services,
adopt nore aggressive advertising pricing policies and nake nore attractive
offers to potential enployees, distribution partners, e-comerce conpanies,
advertisers and third-party content providers. Furthernore, our existing and
potential conpetitors may develop Conmunities that are equal or superior in

qual ity to, or t hat achi eve greater mar ket accept ance t han,
www. srmal | capcenter.com There can be no assurance that we wll be able to
conpet e successfully against its current or future conpetitors or that
conpetition will not have a nmaterial adverse effect on our business, results of

operations and financial condition.

Additionally, the Internet information market is new and rapidly evol ving,

and conpetition anong i nformati on provi ders is expected to increase
significantly. There <can be no assurance that Wb sites numintained by our
exi sting and potential conpetitors will not be perceived by advertisers as being
nore desirable for placenment of advertisenents than smallcapcenter.com In

addition, many of our current advertising customers and some of its corporate
clients have established relationships with certain of our existing or

potential competitors. There can be no assurance that we will be able to retain
or grow our viewer base, traffic Ilevels and advertising custoner base at
historical levels, or that conpetitors will not experience better retention or
greater growth in these areas than us. Accordingly, there can be no assurance
that any of our advertising custoners or corporate client conpanies will not
sever or will elect not to renew their agreenments wth us, the result of which
could have a material adverse effect on our business, results of operations and
financi al condition.
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We have a strong dependence on relationships with suppliers and carriers. |If
these relationships are not mmintained, our business and financial condition
wi |l be adversely affected.

We are and will continue to be significantly dependent on a nunber of
third-party relationships to increase traffic on ww. smallcapcenter.com and
t hereby generate advertising revenues, nmintain the current |evel of service and
variety of content for our viewers, and nmeet future nilestones. W are also
dependent on other Web site operators that provide links to small capcenter.com

Most  of our arrangenments with third-party Internet sites and other
third-party service providers do not require future mninmm conmitnents to use
our services or to provide access or links to our services or products, are not
exclusive and are short-termor may be termnated at the convenience of the
ot her party. Mreover, we do not have agreenents with the nmgjority of other Wb
site operators that provide links to smallcapcenter.com and such Wb site
operators may termnate such links at any tine without notice to us. There can
be no assurance that third parties regard their relationship wth us as
i mportant to their own respective busi nesses and operations, that they will not
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devel op their own conpetitive services or products.

There can be no assurance that we will be able to maintain relationships
with third parties that supply us with software or products that are crucial to
our success, or that such software or products wll be able to sustain any

third-party clains or rights against their use. Furthernore, there can be no
assurance that the software, services or products of those conpanies that
provide access or links to our services or products wll achieve market
acceptance or commercial success. Failure of one of these third parties could
have a material adverse effect on our business, results of operations and
financial condition. In particular, the elimnation of a pre-installed bookmark
on a Web browser that directs traffic to our Web site could significantly reduce
traffic on our Wb site, which would have a material adverse effect on our
busi ness, results of operations and financial condition

Additional financing will be required by us as we expect negative operating cash
flow for the next fiscal year. Such financing if obtained by use will result
in the issuance of additional securities and may not be avail able on terns
favorable to us.

We expect that we will continue to experience negative operating cash flow
for the foreseeable future as a result of significant spending on advertising
and infrastructure. Accordingly, we will need to raise additional funds in a
timely manner in order to fund our anticipated expansion and new enhanced
services or products, respond to conpetitive pressures or acquire conpl enentary

products, businesses or technol ogies. Additional funds will have to be raised through
the issuance of equity or convertible debt securities, the percentage ownership of
our current stockholders will be reduced, stockholders wll experience

additional dilution and such securities nmay have rights, preferences or
privileges senior to those of the hol ders of
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the commn stock. We do not have any contractual restrictions on our ability to
i ncur debt and, accordingly, we could incur significant amunts of indebtedness
to finance our operations. Any such indebtedness could contain covenants, which
would restrict our operations. There can be no assurance that additiona

financing if and when needed will be available on terms favorable to us, or at
all. If adequate funds are not available or are not available on acceptable
terms, it would have a material adverse effect on our ability to fund our

expansion, take advantage of acquisition opportunities, develop or enhance
services or products or respond to conpetitive pressures.

Future acquisitions of other business entities by us would entail nunerous risks and
uncertainties which could have an adverse affect on its operations and financia
condi tion.

As part of our business strategy, we expect to review acqui sition prospects
that would conplenent our existing business, augnment the distribution of our
Community or enhance our technol ogical capabilities. Future acquisitions by us
could result in potentially dilutive issuance's of equity securities, large and
i mediate wite-offs, the incurrence of debt and contingent Iliabilities or
anortization expenses related to goodwill and other intangible assets, any of
which could materially and adversely affect our business, results of operations
and financial condition.

Furt her nor e, acqui sitions entail nunmerous risks and uncertainties,
i ncl udi ng difficulties in the assimlation of operations, per sonnel
technol ogi es, products and information systens of the acquired conpanies, the
di version of managenment's attention from other business concerns, the risks of
entering geographic and business markets in which we have no or limted prior
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We have not made any acquisitions in the past. No assurance can be given as
to our ability to successfully integrate any busi nesses, products, technol ogies
or personnel that mght be acquired in the future, and our failure to do so
could have a material adverse effect on our business, results of operations and
financi al condition.

W nmay be unable to protect the intellectual property rights wupon which our
business relies, which could harmour conpetitiveness and cause custoner
conf usi on.

We regard substantial elenents of our Web site and underlying technol ogy as
proprietary and attenpt to protect themby relying on intellectual property
laws, including trademark, service mark, copyright and trade secret |aws and
restrictions on disclosure and transferring title and other methods. W also
generally enter into confidentiality agreenents with our enployees and
consultants and in connection with our |license agreenents with third parties. W
seek to control access to and distribution of our technol ogy, docunentation and
other proprietary information. Despite these precautions, it may be possible for
athird party to copy or otherwise obtain and use our proprietary infornmation
wi t hout authorization or to develop sinmlar technology independently. W are
pursuing the regi stration of our trademarks in the United States and
internationally. Effective trademark, service mark, copyright and trade secret
protection mmy not be available in every country in which our services are
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di stributed or nade available through the Internet, and policing unauthorized
use of our proprietary information is difficult.

Legal standards relating to the wvalidity, enforceability and scope of
protection of certain proprietary rights in Internet-related businesses are

uncertain and still evolving, and no assurance can be given as to the future
viability or value of any of our proprietary rights. There can be no assurance
that the steps taken by us will prevent nisappropriation or infringement of its

proprietary information, which could have a material adverse effect on our
busi ness, results of operations and financial condition

Litigation nmay be necessary in the future to enforce our intellectua
property rights, to protect our trade secrets or to determne the validity and

scope of the proprietary rights of others. Such litigation mght result in
subst anti al costs and diversion of resources and nanagenent attention
Furthermore, there can be no assurance that our business activities wll not
i nfringe upon the proprietary rights of others, or that other parties will not
assert infringenent <clains against us, including clains that by directly or
indirectly providing hyperlink text 1links to Web sites operated by third

parties, we have infringed upon the proprietary rights of other third parties.
Moreover, fromtinme to tinme, we may be subject to clainms of alleged infringenment
by us of the trademarks, service marks and other intellectual property rights of
third parties. Such clainms and any resultant litigation, should it occur, m ght
subject us to significant liability for damages, mght result in invalidation of
our proprietary rights and, even if not meritorious, could result in substantia
costs and diversion of resources and nmanagenent attention and could have a
mat erial adverse effect on our business, results of operations and financia
condi tion.

We currently license fromthird parties certain technol ogies incorporated
into www. smal |l capcenter.com As we continue to introduce new services that

i ncorporate new technol ogies, we nmay be required to license additiona
technology from others. There can be no assurance that these third-party
technology |icenses wll continue to be available to us on commercially

reasonable terns, if at all. Additionally, there can be no assurance that the
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defend their proprietary rights successfully against clains of infringenment. As
a result, any inability on our part to obtain any of these technology |icenses
could result in delays or reductions in the introduction of new services or
could adversely affect the performance of our existing services until equivalent

technol ogy can be identified, |icensed and integrated.
It is unclear how any existing and future laws enacted will be applied to the
Internet industry and what effect such laws will have on us.

A nunber of legislative and regulatory proposals under consideration by
federal, state, provincial, |local and foreign governnmental organizations may
lead to laws or regulations concerning various aspects of the Internet,
i ncluding, but not limted to, online content, user privacy, taxation, access
charges, liability for third-party activities and jurisdiction. Additionally, it
is uncertain how existing laws will be applied by the judiciary to the Internet.
The adoption of new laws or the application of existing |aws may decrease the
growth in the
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use of the Internet, which could in turn decrease the demand for our services,
i ncrease our cost of doing business or otherwise have a material adverse effect
on our business, results of operations and financial condition

There can be no assurance that the United States, Canada or foreign nations
will enact legislation or seek to enforce existing laws prohibiting or
restricting certain content fromthe Internet. Prohibition and restriction of
Internet content could danpen the growth of Internet wuse, decrease the
acceptance of the Internet as a conmuni cations and conmerci al nmedium expose us
to liability, and/or require substantial nodification of www. snmall capcenter.com
and thereby have a material adverse effect on our business, results of
operations and financial condition.

I nternet user privacy has beconme an issue both in the United States, Canada
and abroad. W cannot predict the exact formof the regulations that the Federa
Trade Commi ssion may adopt. There can be no assurance that the United States,
Canada or foreign nations wll not adopt additional |egislation purporting
to protect such privacy. Any such action could affect the way in which we are
al l oned to conduct our business, especially those aspects that involve the
col l ection or use of personal information, and could have a material adverse
ef fect on our business, results of operations and financial condition

The tax treatnment of the Internet and e-commerce is currently unsettled. A
nunber of proposals have been made at the federal, state, provincial and |oca
| evel and by certain foreign governnents that could inpose taxes on the sale of
goods and services and certain other Internet activities. Recently, the Internet
Tax Freedom Act was signed into law, placing a three-year noratorium on new
state and | ocal taxes on certain aspects of Internet conmerce. However, there
can be no assurance that future laws inposing taxes or other regulations on
commerce over the Internet would not substantially inmpair the growh of
e-comerce and as a result have a material adverse effect on our business,
results of operations and financial condition

Certain local telephone carriers have asserted that the growi ng popularity
and use of the Internet has burdened the existing t el ecomruni cati ons
infrastructure, and that many areas wth high Internet use have begun to
experience interruptions in telephone service. These carriers have petitioned
the Federal Conmunications Conmmission (the "FCC') to inpose access fees on
i nternet service providers and on-line service providers. |If such access fees
are inposed, the <costs of communicating on the |Internet could increase
substantially, potentially slowing the growh in use of the |Internet, which
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busi ness, and thus have a material adverse effect on our business, results of
operations and financial condition.

Al t hough our servers are located in the Province of British Colunbia, the
governments of other provinces, states and foreign countries mght attenpt to
take action against us for violations of their laws. There can be no assurance

that violations of such laws will not be alleged or charged by provincial, state
or foreign governments and that such laws will not be nodified, or new |l aws
enacted, in the future. Any of the foregoing could have a material adverse

ef fect on our business, results of operations and financial condition
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W rmay be exposed to liability for information retrieved fromor transmtted
over our websites or for products sold over our websites.

Because materials may be downl oaded by the online or Internet services
operated or facilitated by us or the Internet access providers with which we
have rel ati onshi ps and that material may be subsequently distributed to others,
there is a potential that clains wll be nmade against us for defamation,
negli gence, copyright or trademark infringenment or other theories based on the
nature and content of such materials. Such claims have been brought against
provi ders of online services in the past. Such clains could be naterial in the
future. In addition, the increased attention focused upon liability issues and
| egislative proposals could materially inpact the overall growth of I|nternet
use.

W could also be exposed to liability with respect to third-party
i nformati on that may be accessible through our Web sites, or through content and
materials that may be posted by viewers on discussion foruns offered by us. Such
clains mght include, anobng others, that, by directly or indirectly providing
hyperlink text links to Web sites operated by third parties or by providing
di scussion forunms for viewers, we are |liable for copyright or tradenark
i nfringement or other wongful actions by such third parties through such Wb
sites. It is also possible that, if any third-party content information provided
on our Web site contains errors, third parties could make cl ai ns agai nst us for
| osses incurred in reliance on such information.

We offer e-mail service, which is provided by a third party. See "W have a
strong dependence on..." Such service may expose us to potential risk
such as liabilities or claimse resulting fromunsolicited e-mail ("spanm ng"),
lost or misdirected nmessages, illegal or fraudulent wuse of e-mail or
interruptions or delays in e-mail service.

We al so enter into agreements with advertisers and comerce partners under
which we are entitled to receive a comr ssion or share of any revenue fromthe
purchase of goods and services through direct Iinks fromour Wb site. Such
arrangenents my expose us to additional legal risks and wuncertainties,
including pursuant to regulation by local, provincial, state, federal and
foreign authorities and potential liabilities to consuners of such products and
services, even if we do not ourselves provide such products or services. There
can be no assurance that any indemification provided to us in our agreenents

with these parties, if available, will be adequate.

Even to the extent such clainms do not result in liability to us, we could
i ncur significant costs in investigating and defendi ng agai nst such clainms. The
inposition on us of potential liability for information carried on or
di ssem nated through our systens could require us to inplement neasures to
reduce its exposure to such liability, which may require the expenditure of

subst anti al resources and limt the attractiveness of our services to nmenbers
and users.



Qur general liability insurance nay not cover all potential clainms to which
we are exposed or may not be adequate to indemify us for all liability that may
be inposed. Any
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imposition of liability that is not covered by insurance or is in excess of
i nsurance coverage could have a materi al adverse effect on our business, results
of operations and financial condition

Qur strategy to comrence international operations and ot her expansi ons expose us
to several risks that could have an adverse affect on our business, results of
operations and financial condition.

A part of our strategy is to expand our sales offices network throughout
the United States, Canada and international markets. There can be no assurance
that our products or services will becone w dely accepted for corporate clients,
advertising in the U S., Canada or any international markets. |In addition, we
expect that the success of any additional foreign operations we initiate in the
future will also be dependent upon |ocal service providers and/or partners. |If
revenues from international ventures are not adequate to cover the investnents
in such activities, our business, results of operations and financial condition
could be materially and adversely affected. W may experience difficulty in
managi ng international operations as a result of difficulty in locating
effective foreign service providers and/or partners, conpetition, technica

problems, local Ilaws and regulations, distance and |anguage and cultura
di fferences, and there can be no assurance that we or our international partners
will be able to successfully narket and operate in foreign markets. W also
believe that, in |light of substantial anticipated conpetition, it will be

necessary to aggressively market our products and services into the United
States and international nmarkets in order to effectively obtain nmarket share,
and there can be no assurance that we will be able to do so. There are certain
ri sks i nherent in doing business on an international |evel, such as unexpected
changes in regulatory requirenments, trade barriers, difficulties in staffing and
managi ng foreign operations, fluctuations in currency exchange rates, |onger
payment cycles in general, problems in collecting accounts recei vabl e,
difficulty in enforcing contracts, political and econonmic instability, seasona
reductions in Dbusiness activity in certain other parts of the world and
potentially adverse tax consequences. There can be no assurance that one or nore
of such factors wll not have a material adverse effect on our future
i nternational operations and, consequently, on our business, results of
operations and financial condition.

Year 2000 issues may materially affect our business.

The Year 2000 issue is the potential for system and processing failures of
date-rel ated data and the result of conputer-controlled systems using two digits
rather than four to define the applicable year. For exanple, conputer prograns
that have tine-sensitive software may recognize a date using "00" as the year
1900 rather than the Year 2000. This <could result in system failures or
m scal cul ati ons causing disruptions of operations, including, anong other
things, a tenporary inability to process transactions, send invoices or engage
in simlar normal business activities.

W may be affected by Year 2000 issues related to non-conpliant infornmation
technol ogy systens or non-information technology systens operated by us or by
third parties. W have substantially conpleted assessnent of our internal and
external (third party)
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i nformati on technol ogy systens and non-information technology systems. At this
point in our assessnment, we are not currently aware of any Year 2000 problens
relating to systems operated by us or by third parties that would have a
material effect on our business, results of operations or financial condition

wi thout taking into account our efforts to avoid such problens. Based on our
assessnent to date, we do not anticipate that costs associated with renediating
our non-conpliant information technology systens or non-information technol ogy
systenms will be material, although there can be no assurance to such effect.

To the extent that our assessnent is finalized wthout identifying any
additional material non-conpliant information technol ogy systens operated by us
or by third parties, the nost reasonably |ikely worst case Year 2000 scenario is
the failure of one or nore of our vendors of hardware or software or one or nore
provi ders of non-information technology systems to us to properly identify any
Year 2000 conpliance issues. We believe that the primary business risks, in the
event of such failure,would include, but not be limted to, |ost advertising
revenues, increased operating costs, loss of customers or persons accessing our
Web site, or other business interruptions of a material nature, as well as clains of
m smanagenent, misrepresentation, or breach of contract, any of which could
have a material adverse effect on our business, results of operations and financia
condi tion.

Any significant deterioration in the general economc conditions would have an
adverse effect on our business, result of operations or financial condition.

Time spent on the Internet by individuals, purchases of new conputers and
purchases of nenbership subscriptions to Internet sites are typically
di scretionary for consuners and may be particularly affected by adverse trends
in the general econony. The success of our operations depends to a significant
extent upon a nunber of factors relating to discretionary consunmer spending,
i ncl udi ng econonmic conditions (and perceptions of such conditions by consumners)
affecting disposable consuner incone such as enploynment, wages and sal ari es,

busi ness conditions, interest rates, availability of credit and taxation, for
the econonmy as a whole and in regional and | ocal markets where we operate. There
can be no assurance that consunmer spending wll not be adversely affected by

general economc conditions, which could negatively inpact our results of
operations or financial condition. Any significant deterioration in genera
econonmic conditions or increases in interest rates may inhibit consuners' use of
credit and cause a material adverse effect on our revenues and profitability. In
addition, our business strategy relies on advertising by and agreenments with
other Internet conpanies. Any significant deterioration in general economc
conditions that adversely affected these conpanies could also have a nateria
adverse effect on our business, results of operations and financial condition.
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If the trading price of our common stock remains volatile, the long-termtrading
price may be adversely affected regardl ess of our performance and a class action
litigation nmmy be instituted against us which would have an adverse effect on
our business, results of operations and financial condition

The trading price of our conmon stock has been volatile and may continue to
be subject to wide fluctuations in response to quarterly variations in operating
resul ts, announcenents of technol ogi cal innovations or new products and services
by us or our conpetitors, changes in financial estinmates by securities analysts,
the operating and stock price perfornmance of other conpanies that investors may
deem conparable to ours and other events or factors. |In addition, the stock
market in general, and the market prices for |Internet-related conpanies in
particul ar, have experienced extrene volatility that often has been unrelated to
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fluctuations nay adversely affect the trading price of our conmon stock

regardl ess of our operating performance. |In the past, follow ng periods of
volatility in the market price of a conmpany's securities, securities class
action litigation has often been instituted against such conpany. Such
litigation, if instituted, whet her or not successful, could result in

substantial costs and a diversion of managenent's attention and resources, which
woul d have a material adverse effect on our business, results of operations and
financial condition.

The value and transferability of our shares may be adversely inpacted by the limted
tradi ng market for our shares, the Penny Stock Rules and futures share issuance

There is a limted market for our conmmpn stock

No assurance can be given that a market for our conmmon stock wll be
sustai ned or that the common stock will continue to be quoted on the NASD s Over
the Counter Bulletin Board.

The sale or transfer of our commobn stock by shareholders nmay be subject to the
so-call ed "Penny Stock Rules.”

Under Rule 15g-9 of the Exchange Act, a broker or dealer nay not sell a
"penny stock" (as defined in Rule 3ab51-1) to or effect the purchase of a penny
stock by any person unl ess:

(a) such sale or purchase is exenpt fromRule 15g-09;

(b) prior to the transaction the broker or dealer has (1) approved the
person's account for transaction in penny stocks in accordance wth
Rul e 15g-9, and (2) received fromthe person a witten agreenent to
the transaction setting forth the identity and quantity of the penny
stock to be purchased; and

(c) the purchaser has been provided an appropriate disclosure statenent as
to penny stock investnment.

The Securities and Exchange Conmmi ssion adopted regulations that generally
define a penny stock to be any equity security other than a security excluded
fromsuch definition by Rule 3a51-1. Such exenptions include, but are not
limted to (1) an equity security issued by an issuer that has (i) net tangible

assets of at [least US$2,000,000, if such issuer has been in continuous
operations for at least three vyears, (ii) net tangible assets of at |east
US$5, 000, 000, if such issuer has been in continuous operation for lIess than

three years, or (iii) average revenue of at |east US$6, 000,000 for the preceding
three years; (2) except for purposes of Section 7(b) of the Exchange Act and
Rul e 419, any security that has a price of US$5.00 or nore; and (3) a security
that is authorized or approved for authorization upon notice of issuance for

qguot ation on the NASDAQ Stock Market, Inc.'s Automated Quotation System It is
likely that shares of common stock, assuming a market were to devel op therefore,
will be subject to the regulations on penny stocks; consequently, the market

liquidity for the common stock may be adversely affected by such regul ations
limting the ability of broker/dealers to sell our commopn stock and the ability
of shareholders to sell their securities in the secondary market.

Mor eover, our shares nay only be sold or transferred by our shareholders in
those jurisdictions in which an exenption for such "secondary trading" exists or
in which the shares may have been regi stered.

We have not declared any dividends since inception, and have no present
i ntenti on of paying any cash dividends on our commn stock in the foreseeable
future. The paynent by us of dividends, if any, in the future, rests with the
di scretion of our Board of Directors and will depend, anong other things, upon
our earnings, our capital requirenents and our financial condition, as well as
ot her relevant factors.



If issued, the shares reserved for future issuance, nmy cause the current
st ockhol ders to suffer an equity dilution

We have reserved, as of Decenber 31, 1999, 2,000,000 shares of common stock
("Shares") for issuance upon the exercise of non-qualified stock options. Such
anmopunt of Shares represents a potential equity dilution of 24.41% based upon the
nunber of outstandi ng Shares at Decenber 31,1999. Furthernore, we may enter into
commitnments in the future which would require the issuance of additional shares
and may grant additional stock options or warrants. |ssuance of additional Shares would
be subject to certain regulatory approvals and conpliance with applicable securities
| egislation. W currently have no plans to issue preferred shares and no plans
to issue
additional shares other than for the purposes of raising funds for genera
working capital requirements which issuance would be subject to regulatory
approval .

Potential Future 144 Sales may inpact the value of our stock

As of Decenber 31, 1999, of the shares of our conmon stock authorized, there
were issued and outstandi ng 8,195, 000 of which 5,000,000 are "restricted shares"
as that termis defined under the Securities Act, and in the future may be sold
in conpliance with Rule 144 of the Securities Act, or pursuant to a Registration
Statenment filed under the Act. Rule 144 provides, in essence, that a person
holding restricted securities for a period of 1 year may sell those securities
in unsolicited brokerage transactions or in transactions with a nmarket nmaker, in
an amount equal to the greater of (i) 1% of our outstanding commn stock or (ii)
the average weekly trading volune for the four week period prior to the proposed
date of sale, every 3 nonths. Additionally, Rule 144 requires that an issuer of
securities nmake avail able adequate <current public information with respect to
the issuer. Such information is deemed available if the issuer satisfies the
reporting requirenents of Sections 13 or 15(d) of the Exchange Act and of
Rul e15c2- 11 thereunder. Rule 144 also permts, under certain circunstances, that
sal e of shares by a person who is not an affiliate (and has not been an affiliate
for the 90 day period preceding the proposed sale) of the conpany and who has
satisfied a 2 year holding period without any quantity linmitation and whether or
not there is adequate current public information avail abl e.

The possi bl e issuance of additional shares may inpact the value of our stock

Qur Articles of Incorporation, authorize the issuance of comon stock. It is our
intention to issue nore shares. Sales of substantial amunts of common stock (including
shares i ssuabl e upon the exercise of stock options), or the perception that such
sales could occur, <could materially adversely affect prevailing mnmarket prices for
t he commn stock and
the ability of Stockgroup.comto raise equity capital in the future.
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Item 8. Financial Statenents and Suppl enentary Data

STOCKGROUP. COM HOLDI NGS, | NC
(fornerly I-Tech Hol di ngs Group, Inc.)

CONSOL| DATED FI NANCI AL STATEMENTS
Decenmber 31, 1999 and 1998

AUDI TORS' REPORT



To the Sharehol ders of
St ockgroup. com Hol di ngs, |nc.

We have audited the acconpanyi ng consol i dated bal ance sheet of Stockgroup.com Hol di ngs,
Inc. as at Decenber 31, 1999 and the rel ated consolidated statenents of operations,
sharehol ders’ equity, and cash flows for the year then ended. These financial statenents
are the responsibility of the Conpany’s managenent. Qur responsibility is to express an
opi nion on these financial statenents based on our audit. The financial statenments of

St ockgroup. com Hol di ngs, Inc. for each of the two years in the period ended Decenber 31
1998, were audited by other auditors whose report dated February 28, 1999, expressed an
unqual i fi ed opi nion on those statenents.

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and performthe audit to obtain
reasonabl e assurance about whether the consolidated financial statenents are free of
material msstatenent. An audit includes exam ning, on a test basis, evidence supporting
t he amounts and disclosures in the financial statenents. An audit also includes
assessing the accounting principles used and significant estimates made by managenent, as
wel | as evaluating the overall financial statenent presentation. W believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in al

materi al respects, the consolidated financial position of Stockgroup.com Hol di ngs, Inc.
as at Decenber 31, 1999 and the consolidated results of its operations and its cash flows
for the year then ended in conformty with accounting principles generally accepted in
the United States.

/'s/ ERNST & YOUNG LLP

ERNST & YOUNG LLP

Vancouver, Canada, ERNST & YOUNG LLP
January 28, 2000 Chartered
Account ant s



SL OCKYr oup. coin Aol al nygs, 11cC.

CONSOLI DATED BALANCE SHEETS

As at Decenber 31

ASSETS [notes 7 and 8]

Current

Cash and cash equival ents [note 3]

Accounts receivable (net of allowances for doubtfu
accounts of $20,786 in 1999 and $60, 139 in 1998) [note 4]
98, 818

Due from sharehol der [note 5]

Prepai d expenses

39, 005

Total current assets
137, 823

Due from sharehol der [note 5]

18, 033

Property and equi prent, net [note 6]
57,720

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY ( DEFI Cl ENCY)
Current

Bank i ndebt edness [note 7]

101, 077

Account s payabl e

51,712

Accrued payroll liabilities

15, 837

Def erred revenue

41,702

Current portion of |long-termdebt [note 8]
8, 260

Total current liabilities
218, 588

Due to sharehol der
12, 069

Total liabilities
230, 657

(expressed in US dollar

1999 1998

1, 658, 822

855, 170
31,973

887, 223

21,004
732,392
126, 566

230, 545

1,110, 507



Commi t ments and contingencies [note 9]

Shar ehol ders’ equity (deficiency) [note 10]
Common stock, no par val ue 6, 761, 483
97
Aut hori zed shares - 75, 000, 000
| ssued and out standi ng shares - 8,195,000 in 1999
and 3, 660,000 in 1998
Preferred stock, non-voting, no par val ue —
Aut hori zed shares - 5,000, 000
| ssued and outstanding - nil in 1999 and 1998

Addi tional paid-in capital 261, 277
Accunul at ed deficit (4,259, 711)
(17,178)
Total sharehol ders’ equity (deficiency) 2,763, 049
(17, 081)

3,873, 556
213,576

See acconpanyi ng notes



SL OCKYr oup. coirn H[Hol al ngs,

CONSOLI DATED STATEMENTS OF OPERATI ONS

Year ended Decenber 31

REVENUE
Revenues
968, 091
Cost of revenues
137, 447

Gross profit
830, 644

EXPENSES

Sal es and marketing
238,964

Product devel opnent

77,458

General and admini strative
419, 993

I ncone (loss) from operations
94, 229
I nterest incone

O her inconme (expense)
2,813

I ncone (|l oss) before incone taxes

97, 042

I ncone tax provision (recovery) [note 11]
22,829

Net inconme (Il oss)
74,213

Basi ¢ and dil uted earnings (loss)
per share [note 10]
0.02

See acconpanyi ng notes

1 ne.

(expressed in US doll ars)

1, 920, 052

1, 208, 033

2,454,473
415, 108

2,209, 192

(4, 366, 754)
123, 260

961

1998

(141, 246)

(42, 845)

(184, 091)

(34, 802)

1997



St ockgr oup. com Hol di ngs, | nc.

CONSCLI DATED STATEMENTS OF SHAREHOLDERS EQUI TY

Year ended Decenber 31

Conmmon st ock

Addi ti onal

paid-in capita

(expressed in US dollars)

Bal ance at Decenber 31, 1996
Net incone

Bal ance at Decenber 31, 1997
Net | oss

Bal ance at Decenber 31, 1998

I ssuance of common stock pursuant to private placenment [note 10]

Deened i ssuance of comon stock pursuant to
reverse acquisition [notes 1 and 10]

I ssuance of commobn stock pursuant to a consulting
agreenment [note 10]

I ssuance of common stock pursuant to private placenents,
net of share issue costs of $167,737 [note 10]

I ssuance of comon stock pursuant to an advertising
agreenment [note 10]

Conpensation related to grant of stock options [note 10]

Net | oss

amount
Common st ock

# of shares $
3, 660, 000 97
3, 660, 000 97
3, 660, 000 97
240, 000 402, 451
3,120, 000 672
75, 000 450, 000
900, 000 5,232,263
200, 000 676, 000
8, 195, 000 6, 761, 483

Ret ai ned Tot al
earni ngs sharehol ders’
(accumul at ed equity
deficit)
$ $
57, 898 57, 995
74,213 74,213
132,111 132, 208
(149, 289) (149, 289)
(17,178) (17,081)
— 402, 451
— 672
— 450, 000
— 5, 232, 263
— 676, 000
— 261, 277
(4, 242,533) (4, 242,533)
(4,259, 711) 2,763,049

See acconpanyi ng notes



SL OCKYr oup. coirn H[Hol al ngs,

CONSOLI DATED STATEMENTS OF CASH FLOWS

Year ended Decenber 31

(expressed in US doll ars)

OPERATI NG ACTI VI TI ES

Net i nconme (Il oss)

Add (deduct) non-cash itens
Depreci ation and anortization
Provi sion for doubtful accounts
Consul ting services received for comopn stock
Advertising services received for conmon stock
Conpensati on expense on stock options

(4,242, 533)

85, 601
(39, 352)
450, 000
676, 000
261, 277

(149, 289)

19, 459
44,715

Net changes in non-cash working capita

Accounts receivabl e

Due from sharehol der

Prepai d expenses

Account s payabl e

Accrued liabilities

I ncone taxes payabl e

Deferred revenue

(2, 809, 007)

(717, 000)
(13, 940)
(848, 218)
678, 080
110, 729

(19, 539)
(2,312)
43, 144

(10, 524)

(199)

(39, 993)

(83, 388)
(26, 237)
7,865
7,300
(20, 821)
52, 637

FI NANCI NG ACTI VI TI ES

Net proceeds fromissuance of common stock
(Repaynments) proceeds on bank i ndebtedness
(Repaynents) proceeds on |ong-term debt
(Repaynents to) advances from sharehol ders
Due to (from) related conpany

5,634, 714
(80, 073)
(8, 260)
(12, 069)

I NVESTI NG ACTI VI TI ES
Purchase of property and equi pnment
Net cash acquired in reverse acquisition

3,272

Cash provided by (used in) investing activities

I ncrease (decrease) in cash and cash equival ents
Cash and cash equival ents, begi nning of year

31,716

Cash and cash equival ents, end of year

Suppl enent al di scl osure of cash flow information
Interest paid
I ncone taxes paid

See acconpanyi ng notes



1. NATURE OF BUSI NESS AND BASI S OF PRESENTATI ON
[ a] Nat ure of business and continuing entity

St ockgroup. com Hol di ngs, Inc. (“Stockgroup.conf) is a |eading provider of Internet
financial news and information services focusing on the North Anerican small-cap and

m cro-cap markets. Stockgroup.com was incorporated under the | aws of Col orado on Decenber
6, 1994 under the former nane of |-Tech Hol dings Goup, Inc. (“lI-Tech”), a United States
non- operati ng conpany regi stered on the NASD OTC Bul | eti n Board.

These consolidated financial statements are issued under the name of Stockgroup.com but
are a continuation of the financial statenments of Stock Research Group Inc. (‘SRG), a
British Col unbia corporation which was incorporated on May 4, 1995. On March 11, 1999,
pursuant to a reverse acquisition, SRG acquired the net assets of |-Tech

[ b] Reverse acqui sition of Stockgroup.com

Pursuant to a share exchange agreenent dated March 11, 1999, the sharehol ders of SRG sold
their 100% interest in SRG to Stockgroup.comin consideration for 3,900,000 shares of

St ockgroup. com whi ch represented a controlling interest of approximtely 56% This
transaction is considered a recapitalization of SRG and an acquisition of Stockgroup.com
(the accounting subsidiary/legal parent) by SRG (the accounting parent/|egal subsidiary).
Accordingly, the transaction has been accounted for as a purchase of the net assets of

St ockgroup.com by SRG in these consolidated financial statenents.

In these consolidated financial statements, SRG s assets and liabilities are included at
their historical carrying amunts. Operating results to March 11, 1999 are those of SRG
For purposes of the acquisition, the fair value of the net nonetary assets of

St ockgroup. com of $672 is ascribed to the 3,120,000 previously outstanding conmon shares
of Stockgroup.com deemed to be issued in the acquisition as foll ows:

$
Net assets acquired
Cash 3,272
Account s payabl e 2,600
672

Deemed consi deration
3,120,000 shares of Stockgroup.com 672



1. NATURE OF BUSI NESS AND BASI S OF PRESENTATION (cont’d.)
[c] Basi s of presentation and conparative anmounts

These consolidated financial statements are presented in U S. dollars and are prepared in
accordance with accounting principles generally accepted in the United States (“U.S.
GAAP") .

The conparative figures presented in the consolidated financial statenents are those of
SRG, originally reported on by other auditors in Canadi an GAAP and Canadi an dollars. The
conparative figures have been retroactively restated to conformto the U S. GAAP
presentation adopted in the current year. The conparative figures have been recast into
U S. dollars in accordance with FASB Statenent No. 52, Foreign Currency Transl ation.

2. SUMVARY OF SI GNI FI CANT ACCOUNTI NG PCLI CI ES
Princi ples of consolidation

The consolidated financial statements include the accounts of Stockgroup.com Hol di ngs,
Inc. (the “Conpany”) and its wholly owned subsidiaries, Stockgroup.com Media Inc.
(British Colunbia, Canada) (fornmerly Stock Research Group Inc.) and Stockgroup.com Ltd.
(Nevada, United States). All significant interconpany accounts and transactions have
been el i n nated.

Use of estimates

The preparation of financial statements in conformty with generally accepted accounting
principles requires managenent to nake estinmates and assunptions that affect the amounts
reported in the financial statenents and acconpanying notes. Actual results could differ
fromthose estimates.

For ei gn exchange

The reporting currency and the functional currency of the Conpany during the fiscal year
ended Decenber 31, 1999 is the U. S. dollar. The accounts of the Conpany’s Canadi an
subsidiary are translated into U S. dollars such that nonetary assets and liabilities are
transl ated at exchange rates in effect at the bal ance sheet date and non-nonetary itens
are translated at exchange rates prevailing at the transaction date. Operating revenues
and expenses are translated at average exchange rates prevailing during the year. Any
correspondi ng forei gn exchange gains and | osses are included in incone.



2. SUMVARY OF SI GNI FI CANT ACCOUNTI NG PCLI CIES (cont’'d.)

Foreign currency transactions are translated into U.S. dollars at the rate of exchange in
effect at the date of the transaction. Foreign currency bal ances of npbnetary assets and

liabilities are translated using the rate of exchange in effect at the bal ance sheet

date. Foreign exchange gains and | osses on transactions during the year and on the year

end translation of the accounts are included in incomne.

Cash equival ents

Cash equival ents consi st of short-term deposits with original maturities of ninety days
or less and are recorded at anortized cost.

Property and equi pnent
Property and equi pnment are carried at cost |ess depreciation and anortization.

Depreci ation and anortization are provided at the followi ng annual rates with one-half of
the depreciation and anortization provided in the year of acquisition

Comput er equi pnent 30% decl i ni ng bal ance
Conput er software 100% strai ght 1ine
O fice furniture and equi pnent 20% decl i ni ng bal ance
Leasehol d i nprovenents 20% straight |ine

I ncone taxes

The Conpany utilizes the liability nethod of accounting for incone taxes. Under this
nmet hod, deferred taxes are determ ned based on the differences between the financia
statement and tax bases of assets and liabilities using enacted tax rates. A valuation
al l omance is provided agai nst deferred tax assets for which it is nore likely than not
that the asset will not be realized.

Fair value of financial instrunments

The Conpany’s financial instruments consist principally of cash and cash equival ents,
accounts receivabl e, bank indebtedness, accounts payable and | ong-term debt. The
carrying values of all financial instrunents approximte fair value due to their short-
termmaturities.



2. SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLICIES (cont’'d.)
Revenue recognition

The Conpany’s revenue is derived fromvarious services, resulting in the follow ng types
of revenue recognition:

> Website design and devel opnent is recogni zed upon custoner acceptance.

> Website mai ntenance and marketing is recognized on a pro-rata basis over the term of
t he contract.

> Advertising and nedia services is recognized on a pro-rata basis over the term of the
contract.

Deferred revenue consists of deposits paid in advance of services rendered.
Advertising costs

Advertising costs are expensed in the period incurred and are included as a conponent of
sal es and marketing expenses. Advertising expense for the years ended Decenber 31, 1999,
1998 and 1997 was $1, 670,000, $23,000 and $80, 000 respectively.

Product devel opnent expenditures

Product devel opnent expenditures, which are primarily related to website devel opnent, are
expensed in the period incurred.

St ock- based conpensati on

The Conpany accounts for fixed stock-based awards to enpl oyees in accordance with
Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Enpl oyees, and
related interpretations and has adopted the disclosure-only alternative of FASB Stat enent
No. 123, Accounting for Stock-Based Conpensation. Accordingly, conpensation expense for
stock options issued to enployees is neasured as the excess, if any, of the quoted narket
price of the Conpany’s stock at the date of the grant over the ampunt an enpl oyee nust
pay to acquire the stock



2. SUMVARY OF SI GNI FI CANT ACCOUNTI NG PCLI CIES (cont’d.)
Earni ngs per share

Basi c earnings (loss) per share is conputed based on the wei ghted average nunber of
common shares outstanding during each year. Diluted earnings (loss) per share is
conput ed based on the wei ghted average nunber of common shares outstandi ng during each
year, plus the dilutive potential of options outstanding during the year, in accordance
with FASB Statenent No. 128, Earnings Per Share.

Conpr ehensi ve i ncone

The Conpany foll ows FASB Statenent No. 130, Reporting Conprehensive |Incone, which
establ i shes standards for reporting and di splayi ng conprehensive incone and its
conponents in the consolidated financial statenents. For the years ended Decenber 31,
1999, 1998 and 1997, the Conpany did not have any conponents of conprehensive incone.

Recent accounting pronouncements

In June 1998, the FASB issued Statenment No. 133, Accounting for Derivative Instrunments
and Hedgi ng Activities, which establishes new standards for recording derivatives in
interimand annual financial statenents. This statenent requires recording al
derivative instrunents as assets or liabilities, neasured at fair value. Statenment No.
133, as anended by FASB Statement No. 137, is effective for fiscal years beginning after
June 15, 2000. Managenent has not determ ned the inpact, if any, that the adoption of
the new statenment will have on the consolidated results of operations or financial
position of the Conpany.

3. CASH AND CASH EQUI VALENTS

1999 1998

$ $
Cash 13, 822 —
Short-term deposits 1, 645, 000 —



3. CASH AND CASH EQUI VALENTS (cont’d.)

The short-term deposits are issued by a major Canadi an chartered bank. The effective
interest rates on the short-term deposits existing at year-end range fromb5.21%to 5.48%
Interest inconme earned on short-term deposits for the years ended Decenber 31, 1999, 1998
and 1997 was $123, 260, $nil and $nil respectively.

4. ACCOUNTS RECEI VABLE

I ncluded in accounts receivable is an amount of $575,000 due from one customer
representing 67% of the total bal ance. Managenent’s best estimate as at Decenmber 31
1999 is that the realization of this amount is probable. Because of the uncertainties
inherent in this estinmation process, nmnagenent’s estimate of credit | oss on this account
may change in the near term No other custoners represented greater than 10% of the tota
bal ance in any other year.

5. DUE FROM SHAREHOLDER

Amount s due from sharehol der consist of $12,850 [1998 - $nil] in short-term advances and
a $19,123 [1998 - $18,033] non-interest bearing loan. The |oans and advances are
expected to be repaid in the next fiscal year



6. PROPERTY AND EQUI PMENT

Accurnul at ed Net book
Cost anortization val ue
$ $ $
1999
Conput er equi pnent 360, 552 85,571 274,981
Conmput er software 24,074 12, 037 12, 037
O fice furniture and equi pnent 146, 595 21, 608 124,987
Leasehol d i nprovenents 31, 596 3,233 28, 363
562, 817 122, 449 440, 368
1998
Conput er equi pnent 74,100 30, 386 43,714
Conmput er software — — —
O fice furniture and equi pnent 20, 097 6, 425 13,672
Leasehol d i nprovenents 371 37 334
94, 568 36, 848 57,720
7. BANK | NDEBTEDNESS
1999 1998
$ $
Operating line of credit — 75, 825
Demand | oan 21,004 25, 252
21,004 101, 077

The Conpany has an approved operating line of credit of $500,000 bearing interest at
prime plus ¥2 Interest expense for the years ended Decenber 31, 1999, 1998 and 1997 was
$8, 400, $1, 300 and $nil respectively.

The demand | oan bears interest at prime plus 1% is repayable in blended nonthly
principal and interest paynents of $635, and is due Decenber 31, 2002. Interest expense
for the years ended Decenber 31, 1999, 1998 and 1997 was $1, 800, $1,800 and $1, 100
respectively.

Bank i ndebtedness is collateralized by a general security agreenent on all assets of the
Conmpany. The wei ghted average effective prinme rate for 1999 was 6.44%[1998 - 6.60%.



8. LONG TERM DEBT

Long-term debt consisted of a special termloan bearing interest at prime plus 1%
repayabl e in blended nonthly principal and interest paynents of $800, due Decenber, 1999.
The | oan was col |l ateralized by a general security agreenment on all assets of the Conpany.
I nterest expense for the years ended Decenber 31, 1999, 1998 and 1997 was $300, $1, 000
and $400 respectively.

9. COWM TMENTS AND CONTI NGENCI ES

[ a] The Conpany has operating | ease commitnents with respect to office prem ses with
m ni mum annual paynents as foll ows:

$
2000 350, 000
2001 339, 000
2002 278, 000
2003 256, 000
2004 and thereafter 655, 000
1, 878, 000

Net rental expense included in general and adm nistrative expenses for the years
ended December 31, 1999, 1998 and 1997 was $204, 000, $72,000 and $48, 000 respectively.

[ b] The Year 2000 Issue arises because many conputerized systens use two digits rather
than four to identify a year. Date-sensitive systems may recognize the year 2000 as 1900
or sone other date, resulting in errors when information using year 2000 dates is
processed. |In addition, simlar problens nay arise in sone systens which use certain
dates in 1999 to represent sonething other than a date. The effects of the Year 2000

| ssue may be experienced before, on, or after January 1, 2000, and, if not addressed, the
i mpact on operations and financial reporting may range from m nor errors to significant
systenms failure which could affect an entity’s ability to conduct nornmal business
operations. It is not possible to be certain that all aspects of the Year 2000 Issue
affecting the entity, including those related to the efforts of customers, suppliers, or
other third parties will be fully resol ved.



10. SHAREHOLDERS' EQUI TY
Stock split

During 1998, SRG effected a split of its commopn stock on the basis of 18,300 conmpn
shares for each conmon share outstanding. This increased the outstandi ng share capita
to 3,660,000 common shares which has been restated as the opening conmon stock as if the
split had happened at the beginning of the periods presented.

| ssuance of common stock pursuant to private placenent

During January and February of 1999, the Conpany conpleted a private placenent to certain
institutions and individuals for the issuance of 240,000 comon shares at $1.68 per share
for net cash proceeds of $402, 451

| ssuance of common stock pursuant to reverse acquisition

By a share exchange agreenment dated March 11, 1999, the Conpany entered into a series of
transacti ons whereby 3,900, 000 i ssued and out standi ng shares of SRG were exchanged for
3,900, 000 shares of 579818 B.C. Ltd. a Canadi an subsidiary of Stockgroup.com The
exchanged shares are convertible into shares of Stockgroup.comthrough a trustee,

St ocktrans Inc., who holds the exchangeabl e shares of the parent in trust for the Conpany
pursuant to a voting and exchange agreenent giving the SRG sharehol ders effective contro
over Stockgroup.com For purposes of the reverse acquisition, the fair value of the net
assets of Stockgroup.com of $672 is ascribed to the 3,120,000 previously outstanding
common shares of Stockgroup.com deened to be issued in the acquisition

| ssuance of common stock for consulting services

On March 15, 1999, the Company issued 75,000 shares in exchange for consulting services
provided in respect of the reverse acquisition. The transaction was recorded at a fair
val ue of $450, 000 based on an average closing price of the stock in the first week of
tradi ng subsequent to the reverse acquisition

| ssuance of common stock pursuant to private placenent
During the spring and sumrer of 1999, the Conpany conpleted a private placenent to

certain institutions and individuals for the issuance of 900,000 common shares at $6.00
per share for net cash proceeds of $5, 232, 263.



10. SHAREHOLDERS' EQUITY (cont’d.)

| ssuance of common stock for advertising services

On Septenber 17, 1999 the Conpany conpleted a private placenent with a nedia conpany for
the i ssuance of 200,000 commopn shares in exchange for advertising services. The
transaction was recorded at a fair value of $676, 000 based on the closing price of the
stock on the day of the agreenent.

Earni ngs (loss) per share

The followi ng table sets forth the conputation of earnings (loss) per share:

1999 1998 1997
$ $ $
Net income (loss) for the year (4,242,533) (149, 289) 74,213
Wei ght ed average nunber of conmon shares
used in conputation 7, 055, 151 3, 660, 000 3, 660, 000
Basi ¢ and dil uted earnings (loss) per share (0.60) (0.04) 0. 02

For the year ended Decenber 31, 1999, all of the Conpany’s conmpbn shares issuable upon
the exercise of stock options were excluded fromthe determ nation of diluted earnings
(l oss) per share as their effect would be anti-dilutive.

Prior to the reverse acquisition described in note 1, the deened nunber of commpn shares
outstanding is equal to the conmon shares issued to the sharehol ders of SRG adjusted to
take into account the effect of the change in the nunber of issued shares of SRG in the
earlier periods.

1999 Incentive Stock Option Plan

The Conpany’s 1999 Incentive Stock Option Plan (“1999 Plan”), which became effective
March 11, 1999 (the “Plan Effective Date”), is available to directors, enployees and
consultants, and is intended to serve as the successor equity incentive programto the
1999 Incentive Stock Option Plan of Stock Research Group, Inc. (“1999 SRG Pl an”).

Under the 1999 SRG Pl an, 1,441,300 options, representing 1,441,300 common shares were
granted in February, 1999. In March 1999, outstandi ng options under the 1999 SRG Pl an
were incorporated into the 1999 Plan, and no further grants may be nade under the 1999
SRG Pl an. The incorporated options will continue to be governed by their existing terns,
unl ess the Plan Admi nistrator elects to extend one or nore features of the 1999 Plan to
those Opti ons.



10. SHAREHOLDERS' EQUITY (cont’d.)

Under the 1999 Plan, a total of 2,000,000 common shares have been authorized for

i ssuance. Such share reserve consists of (i) the nunber of shares issued under the 1999
SRG Pl an i ncorporated into the 1999 Plan on the Plan Effective Date; and (ii) an

addi tional increase of 558,700 shares of commpn stock

Options issued under the 1999 Pl an generally begin vesting one year after grant, at which
time vesting occurs in equal installnments of one-fifth of the grant total per year for a
period of five years. Options i mrediately beconme exerci sable once vested. Any options
whi ch do not vest as the result of a grantee |leaving the Conpany are cancelled and the
shares underlying themare returned to the reserve. The Board has the authority to vary
the vesting provisions of grants at its discretion.

Activity under the 1999 Plan is set forth bel ow

Opti ons out st andi ng

Shar es Wei ght ed
avail abl e for Nunmber of Price per aver age
gr ant shares share exercise price
Bal ance at Decenber 31, 1998 — — — —
Addi tional shares reserved 2,000, 000 — — —
Options granted (1, 827, 800) (1, 827, 800) 0.01 - 5.625 $1. 855
Opti ons cancel ed 44,500 44,500 2.50 - 5.625 $3.921
Bal ance at Decenber 31, 1999 216, 700 1, 783, 300 0.01 - 4.437 $1.803
The wei ghted average remai ning contractual |ife and wei ghted average exercise price of

options outstanding and of options exercisable as of Decenber 31, 1999 are as foll ows:

Opti ons CQut st andi ng Opti ons Exerci sabl e
Wei ght ed
Aver age Wei ght ed Wei ght ed
Nunmber of remai ni ng aver age aver age
Shar es contract ual exercise Shar es exercise
Qutstanding life (years) price exerci sabl e price
Range of exercise prices
$0.01 - 0.94 745, 800 4.58 $0. 809 — —
$1.50 - 1.75 128, 500 5. 96 $1. 609 — —



10. SHAREHOLDERS' EQUITY (cont’d.)

The Conpany recorded $261, 277 in conpensati on expense in the year ended Decenber 31, 1999
for the difference between the exercise price of certain of the Conpany’s options granted
under the 1999 SRG Plan and the fair market val ue of the underlying conmon stock on the
date of grant. This anpbunt has been recorded as additional paid-in capital

A total of 107,600 of the outstanding options are performance based and vest equally in
2000 and 2001 if the Conpany achi eves predeterm ned annual revenues. These options are
classified as variabl e, whereby, conpensation expense is neasured as the excess, if any,
of the quoted market price of the Conpany’s stock at the neasurenent date over the anmpunt
t he enpl oyee nust pay to acquire the stock. Wth variable options, the neasurenent date
is established when it appears probable that the Conpany will neet the performance
targets. Because of the uncertainty of achieving the annual revenue targets, no
conpensati on expense has been recorded.

Pro forma disclosure of the effect of Stock Based Conpensation Pl an

Pro forma information regarding results of operations and net income (loss) per share is
requi red by FASB Statenment No. 123 for stock-based awards to enployees as if the Conpany
had accounted for such awards using a valuation nmethod permtted under Statenment No. 123.
The val ue of the Conpany’s stock-based awards granted to enpl oyees in 1999 have been

val ued using the Bl ack-Schol es option pricing nodel. Anpbng other things, the Bl ack-
Schol es nmodel considers the expected volatility of the Conpany’s stock price, determ ned
in accordance with Statenment No. 123, in arriving at an option valuation

The fair value of the Conpany’s stock-based awards granted to enployees in 1999 was
estimated assum ng no expected dividends, a weighted average expected |ife of 4.55 years,
arisk free interest rate of 5.06% and an expected volatility of 151% The wei ghted
average fair value of options granted during 1999 was $1.701. For pro forma purposes,
the estimated val ue of the Conpany’s stock-based awards to enpl oyees is anortized over
the vesting period of the underlying options. The results of applying Statement No. 123
to the Conpany’s stock-based awards to enpl oyees woul d approxi nate the foll ow ng:

1999 1998 1997
$ $ $
Net i ncome (I oss)
As reported (4,242,533) (149, 289) 74,213
Pro form (5,091, 330) (149, 289) 74,213
Basi ¢ and dil uted earnings (loss) per share
As reported (0.60) (0.04) 0. 02

Pro forma (0.72) (0.04) 0.02



11. | NCOVE TAXES

The Conpany is subject to United States federal and state incone taxes at an approxi mate
rate of 40% The Conpany’s Canadi an subsidiary is subject to Canadi an federal and

provi nci al taxes of approximately 45% For 1998 and prior years, the Conpany qualified

as a Canadian Controlled Private Corporation and was subject to a |lower tax rate of 22%
The Conpany is no longer eligible for this ow tax rate.

The reconciliation of the provision (recovery) for income taxes at the United States
federal statutory rate conpared to the Conpany’s income tax expense is as follows:

1999 1998 1997
$ $ $
Tax expense (recovery) at U S. statutory rates (1, 698, 000) (74, 000) 39, 000
Lower (higher) effective incone taxes of
Canadi an subsi di ary (170, 000) 33, 000 (18, 000)
Net operating |osses not recognized for
accounti ng purposes 1, 856, 000 — —
Non- deducti bl e expenses 12, 000 6, 198 1,829
Current inconme tax expense (recovery) — (34, 802) 22,829

Deferred incone taxes reflect the net tax effects of tenporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the
anounts used for income tax purposes. Significant conponents of the Conpany’'s deferred
taxes are as follows:

1999 1998
$ $
Net operating |oss carryforwards 1, 856, 000 —
Val uati on al |l owance (1, 856, 000) —
Net deferred tax asset — —
The tax loss carryforwards expire as foll ows:
$
Canada
2006 3, 369, 000
uU.sS.
2019 845, 000



12. SEGVENTED | NFORMATI ON

The Conpany operates in one industry segnment and derives its revenue fromthe foll ow ng
servi ces:

1999 1998 1997

$ $ $
Website design and devel opnent 343,928 214, 085 255,991
Websi te nmmi nt enance and marketing 347, 243 394, 350 364, 808
Advertising and media services 1, 228, 881 249, 157 347, 292
1, 920, 052 857, 511 968, 091

During 1999, the Conpany had one custoner whose revenue represented 35% of total revenue.
No ot her custoners represented greater than 10% of the revenue in any other year

Predom nantly all of the Conpany’s revenues are generated in Canada based on the | ocation
of custonmers. The majority of the Conpany’s property and equi pnment are |located in
Canada.

13. SUBSEQUENT EVENTS

On January 18, 2000, the Conpany entered into a contract in Singapore which expands the
Conpany’s operation into Asia and entails the devel opnent of an enterprise financial site
for Asia Exchange Information Service Pte Ltd. (AsiaxXlS). Under the terns of the
agreement, the Conpany will receive approxi mately US$1, 500, 000 for devel opment and
upgrade of the initial site in Singapore. The agreement also provides for AsiaXIS to
devel op 13 additional financial enterprise sites throughout Asia, Australia and New

Zeal and. The Conpany will be paid a |licensing fee for its technology, a devel opnent fee
for building and custoni zing each additional financial enterprise site, ongoing

mai nt enance and support fees and royalties for each of the markets that AsiaXl S enters.
The Conpany has al so secured access to the content that will be created by AsiaXISin its
i nternational news devel opnent. As part of the contract, the Conpany has agreed to
acquire an equity position of 19.4%in AsiaX S for US$500, 000.

Item 8. Changes in and Di sagreenments with Accountants on Accounting and
Fi nanci al Di scl osures

On July 7, 1999, the Board of Directors of Stockgroup.com approved the
retention of the firmof Ernst & Young LLP as principal independent accountant
to performthe exanmination of its financial statenents as of Decenber 31, 1999
and for the year then ended, effective with the resignation of Dale Matheson
Carr-Hilton, the forner independent accountant, which occurred on July 8, 1999.
Dal e Mat heson, Carr-Hilton had been principal independent accountant for Stock
Research Group, Inc., which was acquired by us on March 11, 1999. Dal e Mat heson, Carr-
Hilton had perforned audit services for the three nost recent fiscal years ended Decenber
31, 1998, 1997 and 1996, and had expressed unqualified opinions on such financia
statenments. In connection with those audits and through July 8, 1999, there were no
di sagreenents between us and Dal e Matheson, Carr-Hilton on any matter of accounting
principles or practices, financial statenent disclosure, or auditing scope or procedure,
whi ch di sagreement, if not resolved to the satisfaction of Dale Matheson, Carr-Hilton
woul d have caused themto nmake reference in their reports to the subject nmatter of the
di sagreenents.

We requested Dal e Matheson, Carr-Hilton to furnish us with a letter addressed to the
Securities and Exchange Conmi ssion stating whether such firmagrees with the statenents
made above and, if not, stating the respects in which they do not agree. Such letter is
attached as an exhibit in the Form8K filing nmade by us regarding this matter on July 7,
1999.



There were no di sagreenents with accountants on accounting and financial disclosure
matters.

Part 111

| TEM 9. DI RECTORS, EXECUTI VE OFFI CERS, PROMOTERS AND CONTROL PERSONS; COWMPLI ANCE
W TH SECTI ON 16(A) OF THE EXCHANGE ACT.

The following table sets forth, as of Decenber 31, 1999, the nane, age and
position of the Conpany's directors, executive officers and other significant
enpl oyees.

TABLE>
<CAPTI ON>
Nanme Age Position with the Conpany
<C <S> <C
Marcus A, New............ 28 Chai rman of the Board; Chief Executive Oficer
David Caddey.............. 49 Di rector
Louis deBoer I1l........... 47 Director
Leslie Landes............ 54 Director, President and Chief Operating Oficer
Craig Faulkner........... 29 Director, Chief Technology Oficer
David Andel man........... 53 Editor in Chief
John H. Dawe, CFA........ 40 Vi ce President Finance, Secretary & Treasurer
TimBush ................ 44 Vi ce President Sales

The backgrounds of our Directors, Oficers and significant enployees are as foll ows:
Mar cus New, Founder, Chairman of the Board and CEO

Marcus New is the founder, Chairman and Chief Executive Oficer of Stockgroup

M. New fornmed the vision for Stockgroup in 1995 and devel oped the conpany from an idea
to the dominant single source for small cap information on the Internet. Over the |ast
five years he has grown the conpany by re-investing profits earned and has successfully
built a substantial corporate client roster based on devel opment of his ideas for
Internet marketing. Simlar to other successful Internet pioneers, M. New created

St ockgroup based on identification of the ways in which the Internet could be used to
provi de services which were not otherw se avail abl e.

Over the last two years M. New has aggressively marketed Stockgroup across North Anerica
and in Europe and has attracted a high profile senior managenent teamto inplenment his
vi sion for Stockgroup

David N. Caddey, B.Sc., M Sc., Director

M . Caddey has been a Director of the Conpany since inception and has over 26 years
experience in the business and program managenent field. He currently serves as a
Vi ce President of MacDonald Dettwi |l er and Associates. MacDonald Dettwiller is a
whol | y-owned subsidiary of Orbital Sciences Corp. (NYSE: ORB), a space technol ogy
and satellite services conpany that designs, manufactures, operates and narkets a
broad range of space products and services. M. Caddey is also the General Mnager
of the conpany’s Space M ssions Group where he is responsible for nmanagi ng the
construction of the Radarsat-2 spacecraft and associated ground infrastructure
program valued at over $350 million, as well as the construction of the Space
Station Mobile Servicing System

From 1994 to 1998, M. Caddey worked as a Vice President and General Manager of the
Space and Defense Systens Business Area. |n this capacity, he was responsible for
mar keti ng and sal es, project managenent, technical managenent and post delivery
support. From 1990 to 1994 he served as Vice President and General Manager of GCeo-
i nformati on Systens where he managed the devel opnment of Radarsat | Ground Segnent



Program
Loui s deBoer Il, Director

M. deBoer has over 20 years experience in the strategic devel opnent of nationa

medi a progranm ng, advertising sales and content devel opnent. M. deBoer spent 17

years at HBO culmnating in the positions of Executive Vice President of HBO Inc. and
Presi dent of its International division, where he played an instrumental role in helping
negoti ate and broker deals that significantly increased the conpany’s presence in its
International markets. Currently M. deBoer serves as President at Medi aFutures, Inc.
with clients in the Internet and cabl e broadcasting industries. He provides strategic
counsel for such compani es as Hearst New Media, Cox Enterprises, Rainbow Programi ng as
wel | as several enmerging growth conpanies.

Prior to form ng Medi aFutures, he was Chief Executive O ficer at New Century Network, an
onl i ne conpany fornmed by a consortium of the nine |eading US newspaper organizations,

i ncl udi ng, Advance Conmuni cati ons, Cox Comuni cations, The Chicago Tribune, Hearst,
Gannett, Knight-Ridder, Inc., The New York Tines, The Washi ngton Post and Tines-Mrror
At New Century Networks, M. deBoer managed the team of experts that aggregated content
and marketed and sold space to over 150 newspaper Wb sites.

Leslie A Landes, Director, President and Chief QOperating Oficer

Lesli e Landes, President and Chief Operating O ficer, has been with the Conpany since
August 1998 and has been an advisor to the Conpany since inception. M. Landes

previ ously founded Landes Enterprises Linmted, a privately held interimturnaround
managenment consulting conpany that advised and counseled clients in several industries
i ncludi ng tel ecommuni cati ons and technol ogy on issues ranging fromnergers and
acquisitions to international marketing canpaigns.

Prior to form ng Landes Enterprises in 1992 M. Landes spent 13 years with the Jim

Patti son Group, Canada's third |largest privately held conpany with sales in excess of $3
Billion and over 13,000 enpl oyees. He served as President of The Jim Pattison Sign
Group, Qutdoor Group, and Conmuni cations G oup, which included radio and tel evision
stations and paid subscription print publications. Utimtely he was appoi nted President
of JimPattison Industries Ltd. and Senior Vice President of the parent Jim Pattison
Group, responsible for the groups acquisitions and divestitures, and with invol venent in
t he managenent of the groups 50 diversified conpanies. He successfully initiated and
conpl eted the acquisition of strategically inmportant conpanies in a nunber of diverse

i ndustries in which the Group was active. Under his direction the sign group was built
into the largest electric sign conpany in the world.

Crai g Faul kner, Director, Chief Technol ogy Oficer
M. Faul kner is one of the founding partners of Stockgroup.com

M. Faul kner's skill and know edge of database-to-web solutions brings a history of

i nnovati ve and dynam c solutions. Early in his career, M. Faul kner [ ed Stockgroup.comto
co-devel op one of the first portfolio tracking tools, LivequoteSRG based 100 percent on
t he use of Java.

M. Faul kner has nanaged both sal es and production professionals. As General Manager for
TASP International, he was responsible for the recruiting, training and direction of nore
than 20 sal es associates. Currently, M. Faul kner manages the programm ng and i nfornmation
managenment team at Stockgroup.com initiates solutions with data and hardware vendors,
whi | e mai ntai ning a seni or managenent role and board

menber shi p.

Under M. Faul kner’s direction, Stockgroup.com has inplenmented a sophisticated bl end of
both Sun Solaris and M crosoft NT solutions. Stockgroup.coms nmain site is hosted on | BM
Netfinity servers, while client sites are hosted on Sun Enterprise nmachi nes.



Davi d Andel man, Editor in Chief

David A. Andelman is a leading international journalist and comuni cati ons professiona
who has spent nore than 30 years in print and broadcast media, npbst recently as news
edi tor of Bl oonberg News.

He began his career as a donmestic and foreign correspondent and bureau chief for The
New York Tinmes in the U S., Southeast Asia and Eastern Europe. For seven years he served
as European correspondent for CBS News, based in Paris and as WAshi ngton correspondent
for CNBC before joining Bloonmberg in 1995. He is the author of two books, and has witten
articles for such magazi nes as Harper’s, The Atlantic, The New Republic and Readers
Digest. He is a graduate of Harvard Col | ege and the Col unbi a University G aduate Schoo
of Journalism and is a nmenber of the Council on Foreign Rel ations.

On Decenber 15, 1999 Stockgroup.com appointed M. Andelnman as Editor in Chief. M.
Andel man has the responsibility of building a world class news service devoted to the
smal |l cap sector. M. Andelman is based in Stockgroup.com s New York office.

John H. Dawe, CFA, Vice President Finance, Secretary & Treasurer

John Dawe joi ned Stockgroup.comin 1998 as Vice President Finance, Secretary and
Treasurer. M. Dawe holds the Chartered Financial Analyst designation and brings over 16
years experience in the investnent brokerage and financial services community. During his
career he has held senior marketing, treasury and busi ness devel opnent positions and
established a successful consulting practice specializing in strategic analysis and
mar keti ng services for the financial services industry. Hi s career has focused on both
corporate finance and financial nmarketing. He has held senior positions with Penberton
Securities (now part of RBC Dom nion Securities), The Pacific Corporate Trust Conpany and
served as Treasurer of Canada’s fourth largest Credit Union, Pacific Coast Savings. In
this position he nanaged $1.1 billion and generated the sale of over $100 mllion of
nort gaged- backed securities and institutional nortgage asset sale.

Ti m Bush, Vice President Sal es

Ti m Bush has been nanagi ng professional sales teans in mjor corporations for the past
14 years. He has a proven track record of rapidly grow ng sustainabl e busi ness at high
custoner service levels. He began his career by progressing quickly in sales and branch
sal es managenent at ConputerlLand in 1983. At the end of his 8 years he had regi ona
responsi bility for major and corporate account sales. Previous to joining Stockgroup.com
M. Bush was a Regional Sales Director for one of the world s |argest conputer products
and services distributors, IngramMcro Inc. Prior to that he was Regi onal Sales Director
for conputer distributor Merisel . As a Regional Sales Director for the past 8 years, his
team s have averaged over 30% sales growh with sales in excess of $400 MM and have
consistently enjoyed a dom nant market share position and high custoner retention and
sati sfaction.

Item 10. Executive Conpensation

I ncorporated by reference formthe Registrant’s definitive proxy statement, to be filed
in accordance with Rule 14a-101 with the Commi ssion not |ater than 120 days after the end
of the fiscal year covered by this form

Item 11. Security Omership of Certain Beneficial Owers and Managenent
I ncorporated by reference formthe Registrant’s definitive proxy statement, to be filed

in accordance with Rule 14a-101 with the Commission not |ater than 120 days after the end
of the fiscal year covered by this form



Item 12. Certain Rel ationships and Rel ated Transacti ons

I ncorporated by reference formthe Registrant’s definitive proxy statenent, to be filed
in accordance with Rule 14a-101 with the Conm ssion not |later than 120 days after the end
of the fiscal year covered by this form

Part 1V
Item 13. Exhibits, Financial Statenment Schedul es, and Reports on Form 8-K

EXH BI' T NUMBER  DESCRI PTI ON OF EXHI BI T AND FI LI NG REFERENCE

2.1 Share Exchange and Share Purchase Agreenent dated March 11
1999 effecting a change in control of Registrant — incorporated by
reference to Form 8K filed March 19, 1999, Form 8K/ A filed March
24, 1999 and Form 8K/ A filed May 10, 1999

3.1 Articles of incorporation & Bylaws — incorporated by reference to
Form 10SB12G fil ed January 29, 1998

4.1 1999 Stock Incentive Plan — incorporated by reference to Form S-8 filed
Novenber 16, 1999

9.1 Exchange and Voting Agreenment incorporated by reference to Form 8K
filed March 19, 1999

11.1 Statement re: conputation of per share earnings — filed herewith in Note
10 to financial statenents

13.1 Forms 10QSB for the quarters ended March 31, 1999, June 30, 1999 and
Sept enber 30, 1999 — incorporated by reference to filings nmade on
May 13, 1999, July 12, 1999, and Novenber 12, 1999 respectively

16.1 Letter regarding change in certifying accountant — incorporated by
reference to Form 8K filed July 9, 1999

22.1 Publ i shed report regarding matters submitted to vote — incorporated by
reference to Form PRES14C filed April 5, 1999

23.1 Consent of experts or counsel — filed herewith below as Item 23.1

27.1 Fi nanci al data schedule — filed herewith bel ow

No reports on Form 8-K have been filed within the | ast quarter



Si ghat ur es

Pursuant to the requirenents of the Securities Exchange Act

of 1934,

Regi strant has duly caused this report to be signed on its behalf by the

under si gned hereunto duly authorized.

St ockgroup. com Hol di ngs, |nc.
(Regi strant)

Dated: March 29, 2000
By:

/sl  Marcus A. New

Marcus A. New, Chairman, Chief Executive Oficer

/s/ David Caddey

Davi d Caddey, Director

Loui s deBoer Il, Director

/s/ Leslie Landes

Leslie Landes, Director, President
& Chief Operating Oficer

/sl Craig Faul kner

Crai g Faul kner, Director, Chief Technol ogy O ficer

/s/ John H. Dawe, CFA

John H. Dawe, CFA, Vice President Finance,
Secretary and Treasurer

t he



ltem 23.1

CONSENT OF | NDEPENDENT AUDI TORS

We consent to the use in this Annual Report on Form 10-KSB of Stockgroup.com Hol di ngs,
Inc. of our report dated January 28, 2000 with respect to the Conpany’s consolidated
financial statenments for the year ended Decenber 31, 1999.

We consent to the incorporation by reference in the Registration Statenment on Form S-8
(No. 333-91043) pertaining to the 1999 Incentive Stock Option Plan of Stockgroup.com
Hol di ngs, Inc., and in the related prospectuses, of our report dated January 28, 2000
with respect to the consolidated financial statenents of Stockgroup.com Hol di ngs, Inc.
i ncluded in the Annual Report on Form 10-KSB for the year ended Decenber 31, 1999.

/'s/ ERNST & YOUNG LLP

Vancouver, Canada,
January 28, 2000. Chartered Accountants
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