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PART |

[tem 1. Business

GENERAL

St ockgroup. com Hol di ngs Inc. (“Stockgroup” or the “Conpany”) is a financial nedia and
t echnol ogy conpany.

As an Application Solution Provider, Stockgroup devel ops custom private |abeled financia
communities for nmedia, brokerages, and financial services conpanies. Its proprietary

t echnol ogi es enabl e conpani es to provide news and data streans conbined with cutting edge
fundamental, technical, and productivity tools to their custoners. Stockgroup.comis also
a leading provider of Wb site devel opment and Internet marketing services to small and
nm cro cap conpanies.

Stockgroup’s suite of financial tools and contents provides its ASP custonmers with:

O Real-time stock quotes on mmjor U S. exchanges;

Q North Anmerican 20-ni nute del ayed stock quotes and indices;

O Wreless North Anerican stock quotes and indices;

O Portfolio managenent, live portfolio updates and wirel ess portfolio updates;

O Mst active stock updates and wi rel ess updates;

O Daily winners/losers updates and wi rel ess updates; and,

QO Conpany profiles, stock screening (investnent data) and technical analysis.

In addition, Stockgroup is a |eading online provider of financial news and information
services, dissem nated fromoffices in New York, San Francisco, Toronto, and Vancouver.
St ockgroup’s Internet Web site, ww. smal |l capcenter.com is a state-of-the-art online
research center for the small cap investor or anyone interested in the small cap sector
Interested individuals can opt-in to Stockgroup’s services and information by conpl eting
a free online registration.

In addition to the ASP Financial tools and content |isted above, some of the features

avail abl e to nmenbers of Stockgroup’s free opt-in conmunity at www. snal | capcenter. com
i ncl ude:

O Mrket news froma wi de range of data providers

O Stockgroup’s proprietary Small Cap news

O Financial tools and analytical charts

O Stockscores to assist in ranking all public stocks using a variety of nethods
O Small cap express newsletter and News hot |ine

O Investor market place



CORPORATE BACKGROUND

St ockgroup was incorporated under the | aws of Col orado on Decenber 6, 1994 under the nane
| - Tech Hol dings Group, Inc. (“lI-Tech”), a United States non-operating conpany registered
on the NASD OTC Bulletin Board. The financial statenments and supporting information in
this report are issued under the nanme of Stockgroup but are a continuation of the
financial statenents 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 |-Tech. This
transaction is considered a recapitalization of SRG for accounting purposes and an

acqui sition of Stockgroup by SRG Accordingly, the transaction has been accounted for as
a purchase of the net assets of Stockgroup by SRG however Stockgroup continues as the
remai ning |legal entity. Prior to the reverse acquisition, between 1995 and 1999, SRG had
carried on active operations based on the business nodel described bel ow, which nodel has
al so been continued since the reverse acquisition.

St ockgroup operates offices in Vancouver, New York, San Francisco, and Toronto.

St ockgroup was created as a technol ogy and nedi a conpany that devel oped | nternet
financial tools, content and nmedia forunms that assist individual investors with

i nformati on about small cap conpani es. Stockgroup defines “small cap” as publicly traded
conpanies with less than $750 million market capitalization. Fromits original website,
www. St ockgroup. com the Conpany used its experience and the funds froma private

pl acement in spring 1999 to |launch a nore full-service website at www. srmal | capcenter. com
This new website, launched in October 1999, included unbiased proprietary news and tools
for the North Anerican small cap market. www. smal | capcenter.comis distinct in the
financial news industry in that it supplies information on al nost 8,000 smaller public
conpani es not generally reported by other sites in addition to information on | arger
publi c conpani es, maki ng ww. smal | capcenter.com a conprehensi ve website that offers

i nformati on on nost public conmpanies in North America. Throughout 1999 and the first six
nont hs of 2000, the Conpany enhanced its www. snmal | capcenter.com website and its tools and
content.

The Conpany’s conmunity on www. smal | capcenter. com has provided a foundation for growth
because of the targeted, opt-in subscriber base (making it appealing to advertisers and
corporate clients) and the recurring, contractual nature of revenues. Stockgroup inproved
its position in the Business to Business sector through a wi der offering of services and
tools to small cap conpani es. Smal |l capcenter.com has received recognition for its

useful ness and quality to a wi de range of users, and has becone a | aunching pad for the
newest sources of revenue for Stockgroup — Application Services Products (ASP) Financia
Tool s and Content and Enterprise Financial Wbsite Devel opment. These new revenue sources
are a |logical extension of products and expertise Stockgroup gai ned building and

mai nt ai ni ng ww. snal | capcenter.com Stockgroup entered the ASP Fi nancial Tools and
Content market by syndicating, or licensing, financial tools and content to websites that
want to inmprove their content. The ASP Financial Tools and Content market has created
opportunities for Stockgroup beyond its traditional core nmarket of public small cap
conpani es, allowi ng the Conpany to sell to a wi de range of conpanies of all sizes. The
quality of www smal |l capcenter.com and the expertise gained in building and maintaining it
al so gave Stockgroup the credibility and exposure required to win Application Services
Provi der and Enterprise Financial Whbsite Devel opnent contracts with conpani es that want
a strong internet presence with a financial focus.

PRODUCTS AND SERVICES

In addition to maintaining the ww. srmal | capcenter.com conmunity, Stockgroup now offers
three services including Business to Business Corporate Services, ASP Financial Tools and
Content and Enterprise Financial Wbsite Devel opnent.

Busi ness to Busi ness Corporate Services conprises the range of products and services that
St ockgroup offers to its small cap conpany clients through its nonthly marketing and

mai nt enance prograns, in addition to the nmany products and services that are avail abl e
through its ww. snmal | capcenter.com website. In the nonthly programs, Stockgroup currently
serves over 400 corporate clients, and for a nonthly fee offers them a one-stop sol ution
for their Internet corporate disclosure and corporate advertising requirenents. Clients
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typically sign a twelve-nonth or | onger agreenent, and are featured on a Showcase section
of the website, thereby gaining exposure to smallcapcenter users. Subscribers to the
nont hl y mai nt enance program whereby Stockgroup updates their websites with corporate

i nformation, also helps satisfy SEC requirenents for continuous disclosure on the

I nternet. Managenent expects this area of business to growin light of recent SEC
pronouncenents requiring inmproved Internet disclosure for their registrants, which wll
cause an increase in the appeal of this offering. Revenues derived fromthe website

i ncl ude banner and button advertising on the website and on targeted conmunications to
our comunity, email access to our opt-in community of qualified investors, and Investor
Mar ket pl ace where conpani es can be featured on a section of the website with guaranteed
results. The opt-in nature and the appealing denographi cs of Stockgroup’s online
smal | capcenter comunity have i nproved our ability to generate website revenues in the
past. Managenent expects this to continue in the future as we endeavor to maintain both
the quality and size of the community and the range of products we offer

ASP Fi nanci al Tools and Content, |everaged from Busi ness to Business financial tool and
content products, is ainmed at any conpany that wi shes to add financial news, tools,

mar ket data and in depth fundanental and technical analysis to their Web site. Inits

di rect sales and through channel agreenments, Stockgroup has already nmade sales to a w de
array of custoners including governnment agencies, |arge corporation Intranets and
websites, internet conpanies, financial services conpanies and nedi a conpanies. In
addition to the wide array of custoners Stockgroup has access to through channe
agreenents with syndicators, possible custoners include the 5, 000 full service brokers in
North Anerica. The Application Services Products nodel is attractive because it is a
conprehensi ve and i nexpensive alternative to in-house devel opnent or partnership. It is a
strong source of revenue for Stockgroup because of the recurring, annuity nature of the
revenue streans, which are typically generated through 12-nonth contracts that renew
annual ly. Other potential customers include but are not limted to insurance and trust
conmpani es, financial news publications, and investor relations firns. Since |aunching
Application Services products, during the second half of 2000 new Application Services
Products custoners include maj or technol ogy, banking, and insurance clients.

Enterprise Financial Web Site Devel opnent offers data aggregati on and managenent, system
desi gn and devel opnent, technol ogy devel opnment and project managenent to business
custoners. More involved than the Application Services Products nodel, Stockgroup began
of fering Enterprise Financial Wb Site Devel opnent late in 1999. These custoners need
conpl eted solutions to their Wb presence and have chosen Stockgroup because of its
expertise in the devel opnent and mai ntenance of Wb sites that require the incorporation
of financial technology, content and nedia. The Conpany believes it has becone efficient
and effective in the devel opnent of these types of sites owing to five years of financia
tool and Web site devel opnment. One of Stockgroup’s conpetitive advantages is the ability
to devel op conprehensive solutions using proprietary tools in a conpressed tine frane. In
the past year, the Conpany’s four Enterprise Financial Wbsite Devel opnment custoners have
generated $1.4 million in revenue.

St ockgroup’s industry is characterized by rapid technol ogi cal change, new product

devel opnent and evol ving industry standards. Inherent in the Conpany’s business are
various risks and uncertainties, including a limted operating history and the Iimted

hi story of comrerce on the Internet.

For a nore conpl ete discussion of the risks associated with the Conpany’s busi ness, see
the risk factors discussion at the end of section 6, Managenent’s Di scussion and Anal ysis
of Results of Operations and Financial Condition, later in this docunent. Success may
depend in part upon the energence of the Internet as a conmuni cati ons nedi um prospective
product devel opnent efforts and the acceptance of the Conpany’s products and services by
the marketplace. As part of its strategic devel opnment plans, the Conpany invests
significant resources in research and devel opnment of new products and services.

EMPLOYEES

As of Decenber 31, 2000 Stockgroup enployed 59 people on a full-time basis and 4 people
on a part-time basis. O the total of 63 staff, 31 were in design, programing, product
research and devel opnent, 12 in sales, marketing, and support, 6 in publishing (plus an
additional 5 freelance witers), and 14 in adm nistration and finance. Stockgroup’s
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success is highly dependent on the ability to attract and retain qualified enpl oyees.
Conpetition for enployees is intense in the Internet industry. To date, the Conpany
believes that it has been successful in efforts to recruit and retain qualified

enpl oyees, 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 bargaining agreenments.
The Conpany believes relations with enpl oyees are good.

REGULATORY ISSUES

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

A nunber of |egislative and regul atory proposal s under consideration by federal, state,

provincial, local and foreign governnmental organizations may lead to | aws or regul ations
concerning various aspects of the Internet, including, but not Iimted 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 |aws or the application of existing | aws
may decrease the growmh in the use of the Internet, which could in turn decrease the
demand for Stockgroup’s services, increase the cost of doing business or otherwi se have a
mat eri al adverse effect on the Company’s business, results of operations and financia
condi tion.

SUBSIDIARIES

St ockgroup has five subsidiaries. In Canada, its British Colunbia subsidiaries are
St ockgroup. com Medi a, Inc. and 579818 B.C. Ltd. In the U S. the Conpany operates through
St ockgroup. com Ltd. Stockgroup al so owns two non-operating corporations, Stockgroup.com
(Bahanmas) Ltd. and Stockgroup.com International, Inc. which are currently dormant.

RESEARCH AND DEVELOPMENT

During 1999 and 2000 the Conpany invested approxi mately $849, 335 and $415, 108
respectively on research and devel opnent related to new products and services, the
creation of www. snmal |l capcenter.com and the devel opnent of new markets in Europe.

FORWARD-LOOKING STATEMENTS

Certain statements contained herein constitute "forward-1ooking statements" within the
meani ng of Section 27A of the Securities Act of 1933, as anended (the "Securities Act")
and Section 21E of the Securities Exchange Act of 1934, as anended (the "Exchange Act").
These forward-|ooking statenents can be identified by the use of predictive, future-tense
or forward-I|ooking term nol ogy, such as "believes," "anticipates," "expects,"
"estimates," "plans," "may," "intends," "will," or simlar terns. These statenments appear
in a nunber of places in this report and include statenments regarding the intent, belief
or current expectations of the Conpany, its directors or its officers with respect to,
among other things: (i) trends affecting the Conmpany's financial condition or results of
operations, (ii) the Company's business and growth strategies, (iii) the Internet and
Internet commerce and (iv) the Conpany's financing plans. Investors are cautioned that
any such forward-| ooki ng statenents are not guarantees of future performance and involve
significant risks and uncertainties, and that actual results may differ materially from
those projected in the forward-|ooking statements as a result of various factors set
forth under "Risk Factors" and el sewhere in this report. The precedi ng di scussi on of the
financial condition and results of operations of the Conpany should be read in
conjunction with the financial statements and notes related thereto included el sewhere in
this report.

Item 2. Description of Property



INTELLECTUAL PROPERTY, PROPRIETARY RIGHTS AND DOMAIN NAMES

The Conpany protects its intellectual property through a conbination of trademark and
copyright law, trade secret protection and confidentiality agreenents with its enpl oyees,
custoners, independent contractors and strategic partners. The Conpany pursues the
registration of its domain names, tradenmarks and service marks in the United States and
internationally. Effective trademark, service nmark, copyright and trade secret protection
may not be available in every country in which the Conpany's services and products are
made avail abl e on-line. The Conpany creates a mgjority of its content and obtains rights
to use the balance of its content fromthird parties. It is possible that the Conpany
coul d becone subject to infringenent 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 pendi ng and
does not anticipate that patents will beconme significant part of its intellectua

property in the future. The Conpany enters into confidentiality agreenents with its

enpl oyees and i ndependent consultants and has instituted procedures to control access to
and distribution of its technol ogy, documentation and other proprietary information and
the proprietary information of others fromwhomit |icenses content. The steps the
Conpany takes to protect its proprietary rights may not be adequate and third parties may
infringe or msappropriate the Company's copyrights, trademarks, service marks and
simlar proprietary rights. In addition, other parties may assert clains of infringement
of intellectual property or alter proprietary rights against the Conpany. The | ega

status of intellectual property on the Internet is currently subject to various
uncertainties as | egal precedents have not been set and are still to be determined in
many areas of internet |aw.

LEASEHOLD
The Conpany's corporate offices are conposed of one floor of |eased space |ocated in the

center of Vancouver’s business community. The Conpany al so | eases sites in New York, San
Franci sco, and Toronto. The Conpany's facilities are fully used for current operations.

City Monthly Payment Lease Expiry Date
Vancouver CDN $19,969 7 years June -- 2006
New York $8,154 7 years August -- 2006
Toronto CDN $4,204 3 years July -- 2002
San Francisco $4,276 3 years January -- 2002
EQUIPMENT

The Conpany has nade a significant investnent in servers and conputer equi pment required
for its website and has dedi cated staff assigned to naintenance and support of these
operations.

Item 3. Legal Proceedings

We filed a statement of claimin the Supreme Court of British Colunmbia on January 3,

2001, against Pacific Capital Markets Inc., James King, Rick Jeffs, and Heidi Hirst. W
are suing Pacific Capital Markets Inc. for $351,180 due to us under a sales contract we
signed with them on Septenber 20, 2000. We are suing the individuals naned above, who are
managers of Pacific Capital Markets Inc., for general danmmges for m srepresentation. W
are seeking paynment of the $351, 180 ow ng, plus interest, damages, costs and such further
and other relief as deened suitable by the court.

On January 12, 2001, Pacific Capital Markets Inc., Janes King, Rick Jeffs, and Heid
Hrst filed a Statenent of Defence and Counterclaim At the time of this filing, no
settl enment conferences have been held and no court date has been set.



Item 4. Submission of Matters to a Vote of Security Holders

The Conpany held its Annual General Meeting on Novenber 10, 2000. At this neeting, the
Board of Directors was re-elected with no changes, conprising Marcus New, Chairman, Les
Landes, Craig Faul kner, Lee deBoer, and David Caddey. Ernst & Young LLP were re-appointed
as the Conpany’s auditors for the 2000 fiscal year, and approval was granted for the 2000
Stock Option Plan, whereby the Conpany was authorized to grant up to 500, 000 Stock
Options under terms substantially the same as its 1999 Stock Option Pl an.

A sunmary of the votes cast and results of voting is as foll ows:

| ssue to be voted upon Vot es For Vot es Agai nst Abst enti ons
El ecti on of Marcus New to Board 4,372,632 0 500
El ection of Craig Faul kner to Board 4,372,632 0 500
El ection of Les Landes to Board 4,371, 632 0 1, 500
El ection of Lee deBoer to Board 4,371, 632 0 1, 500
El ecti on of David Caddey to Board 4,372,632 0 500
Appoi nt Ernst & Young as Auditors 4,372,532 0 600
Approve 2000 Stock Option Plan 4, 305, 432 62, 600 5, 100
Aut hority to vote on other issues 4,311, 132 59, 900 2,100
Total votes cast 4,373,132 of 8,411, 935

PART Il

Item 5. Market for Registrant's Common Stock and Related Stockholder Matters

Qur common stock has been quoted for trading on the OTC BB since March 17, 1999.
Accordingly, there has been a |imted public narket for the Company’ s conmon stock. The
following table sets forth high and low bid prices for the common stock for the quarterly
peri ods ending March 31, 1999 through to Decenber 31, 2000 and the partial quarter from
January 1, 2001 to March 16, 2001. These prices represent quotations between deal ers

wi t hout adjustment for retail markup, markdown or conm ssion and may or may not represent
actual transactions.

Quarter Ending: Hi gh Low Vol ume
March 31, 1999 $ 10. 250 $ 6.000 3, 339, 000
June 30, 1999 $ 9.000 $ 3.125 4, 859, 200
Sept enber 30, 1999 $ 5.000 $ 2.125 3,297, 500
Decenber 31, 1999 $ 3.625 $ 1.312 1,927,700
March 31, 2000 $ 5.031 $ 1.562 2,623, 600
June 30, 2000 $ 3.500 $ 0.760 1,732,700
Sept emrber 30, 2000 $ 2.813 $ 0.875 4,983, 800
Decenber 31, 2000 $ 1.938 $ 0.563 1,120, 500
March 16, 2001 $ 1.000 $ 0.438 843, 300

On March 16, 2001, the Conpany had 32 regi stered sharehol ders owni ng 8,535,184 shares.

St ockgroup has not decl ared, and does not foresee declaring, any dividends now or into
the foreseeable future.

The Conpany has authorized and reserved, as of March 16, 2001, an aggregate of 13,315,432

shares of common stock for issuance upon the conversion of notes, debentures and warrants
and upon the exercise of non-qualified stock options.

Item 6. Management’s Discussion and Analysis of Results of Operations and Financial Condition



RESULTS OF OPERATIONS - FOR THE YEARS ENDED DECEMBER 31, 2000 AND DECEMBER 31, 1999

In the year 2000 the Conpany | everaged its expertise in the Business to Business (B2B)
Corporate Services area, and devel oped two new revenue streans that are a direct result
of the core conpetencies developed in B2B and in running its award-w nni ng destination
website for investors, ww.snall capcenter.com Mich of its growh was attributable to the
investments in infrastructure that it nmade using the equity funds raised in 1999 and
2000, and the debt financing secured early in 2000. Although the use of these funds
caused the Conpany to produce deficit operations for the last two years, managenent now
believes it has conpleted the majority of the effort to consolidate its position and
devel op desirabl e revenue streans. Stockgroup believes it is now poised to |leverage its
infrastructure and expertise in 2001 and conplete the transition to profitable
operations.

The consolidated financial statenents included in this docunent are prepared 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 for periods prior to the March 11, 1999 reverse acquisition are

t hose of SRG

Revenue and Gross Profits
Total revenues in 2000 were $4.0 mllion conpared to $1.9 million in 1999, an increase of
$2.1 million, or 110.5% The conpany’s historical business of B2B Corporate Services al so
i ncreased conpared to |last year, growing from$1.9 million in 1999 to $2.6 million in
2000, an increase of $0.6 mllion or 32.8% The other growmh in revenue came fromthe
conmpany’s two new sources of revenue, both an outgrowh of the B2B busi ness. ASP
Fi nanci al Tool s and Services accounted for $87,728 of the increase in 2000, while
Enterprise Financial Wbsite Devel opnent accounted for the remaining $1.4 mllion

T
Gross profits in 2000 were $2.2 nillion conpared to $0.7 million in 1999, an increase of
$1.5 million, or 214.3% G oss profits were able to grow faster than sal es because

i ncreases in revenue were not dependent on matching increases in costs, nobst notably

| abor costs. This scalability is a result of two main factors. Stockgroup conpl eted the
maj or effort of building ww. smal | capcenter.comin 1999, allowing it to re-allocate those
resources to new ASP Financial Tools and Services and Enterprise revenue sources. Also,
the fact that all three revenue streans have conpatible requirenments in terns of
progranmm ng, design, adm nistration, and managenent allows the Conpany to avoid excess
capacity and derive the maxi mum benefit frominvestnents in staff and assets such as
conput er hardware and software

St ockgroup believes revenues fromthe B2B nmarket will continue to grow in 2001. Not only
does the Conpany continue to add tools and content to inprove its product offering, it is
al so continuously finding new ways to | everage its successful website. Stockgroup’s

busi ness devel opnment department is always on the | ookout for strategic opportunities,
prime exanples being the startup of the Conpany’ s ASP busi ness in Novenber, a special Ol
and Gas suppl enent |aunched in March 2001, and the Integrat-IR, an autonated I|nternet

di scl osure tool |aunched in March 2001 that hel ps public conpanies conply with SEC

I nternet continuous disclosure requirements. Stockgroup will continue to conplenent the
growi ng popularity of its B2B products by entering new strategic areas.

While the revenue from ASP Fi nanci al Tools and Services represents |ess than 2% of sales
in 2000, it is a growing source of revenue that is expected to beconme a significant Iine
of business in 2001. Stockgroup started providing tools and content to ot her conpanies’
websites and intranets |late in Novenmber 2000, using direct and channel sales through

i nternet syndicators. Each custoner the Conpany secures typically signs a twelve-nonth
contract in addition to the start-up fees, providing an on-going revenue streamthat is
continuously building. At Decenber 31, 2000, the Conpany had signed contracts worth over
$0.5 million in future revenues. The Conpany’s ASP Financi al Tools and Content market and
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its Business to Business Corporate Services market both benefit from continuous recurring
revenues derived froma common technol ogy base.

Enterprise Financial Wbsite Devel opnent was al so a new area this year. Stockgroup
started the year with its Asian product, AsiaXl S.com and ended the year working on its

| at est product, OnMark. These two mmjor projects, along with several nm nor ones, hel ped
establish this area as a significant revenue source for the Conpany in 2000. Stockgroup
was able to capitalize on opportunities in this area because of the expertise it

devel oped in building and naintaining its own destination website. The Conpany plans to
pursue further business opportunities in this area, as it is highly conpatible with the
skills and conpetencies devel oped in building and maintaining revenues in the B2B and ASP
ar eas.

Oper ati ng Expenses
Total operating expenses in 2000 were $7.8 million conpared to $5.1 million in 1999, an
increase of $2.7 mllion or 52.9% O this anpunt, over $0.6 mllion was from non-cash
expenses as described below, as well as $1.08 million of unusual expenses. Mich of the
increase in operating expenses occurred in the first half of 2000, as Stockgroup
continued to build infrastructure and devel op revenue streans. During the third quarter
t he Conpany undertook an effort to achieve the nost cost-efficient structure possible, in
order to benefit fromthe infrastructure and revenue gains it had realized but to al so
start noving toward profitability. Stockgroup was able to make significant reductions in
nost areas of expenditures during the last half of the year, without reducing its ability
to earn revenues. Stockgroup will continue to keep expenses as |low as possible as it
grows its revenues in an effort to achieve profitable operations in 2001

Sal es and Marketing expenses were $2.7 million in 2000 conpared to $2.5 mllion in 1999,
an increase of $0.2 nmillion or 10.8% This increase was primarily the result of the
addition of a Vice President of Sales during the first half of the year and the strategy
of significantly increased staffing and geographi c expansion into offices in Alberta,
Ontario, New York, California, and Texas. Late in the third quarter the conpany re-

eval uated this strategy and concluded that it would be beneficial to change the strategy
fromthe standpoint of increasing revenue and reduci ng costs, by using fewer, nore
conpetent resources concentrated in fewer markets, thus achieving increased effectiveness
and econoni es. Stockgroup expects these reductions to have a continuing beneficial effect
on costs in this area in 2001

Product Devel opnent expenses in 2000 were $0.8 nillion conpared to $0.4 million in 1999,
an increase of $0.4 mllion or 104.6% The increases in this area were a result of over
$450, 000 i n expenses relating to the Conmpany’s expansion into Europe in the spring of
2000, which was di scontinued due to adverse financial market conditions.

General and Administrative expenses in 2000 were $4.2 million conpared to $2.2 nillion in
1999, an increase of $2.0 million, or 90.9% Mjor non-cash elenents of this area total ed
over $0.6 mllion and included $243,500 of non-cash investor relations expenses that were
paid in stock, over $140,000 of stock-based conpensati on expenses, and $204, 000 in
anortization expenses. Also included was bad debts expense of $631,000 relating to
collection of large receivables fromtwo custoners, $351,000 of which the Conpany
believes is likely to be collectible pending the outcome of litigation. Oher significant
expenses included rent and office expenses on North Anerican offices, |egal and
accounting expenses relating to public conpany status, and general increases in

adm nistrative staff and associated costs to keep pace with the growh in sales. Many of
t hese costs have been reduced in the last five nonths of 2000, and managenent expects the
effect of these reductions to carry forward into 2001

O her I nconme (Expense) and | ncone Taxes



Interest inconme in 2000 was $85, 138 conpared to $123,260 in 1999, a reduction of $38,122
or 30.9% Interest is earned on short terminvestnents of available cash, and primarily
occurred in the first half of the year

I nterest expense was $3.9 mllion in 2000 conpared to $15,610 in 1999, an increase of
$3.9 million. O this ampunt, only $163, 000 was actually paid in cash; a further $132,000
is the actual anount that has accrued and will be payable in cash or shares upon
redenpti on or conversion of the bal ance of the outstanding convertible notes. The
remaining $3.6 million in interest expense is deemed interest recorded as a result of the
particular nature of the $3.0 mllion convertible notes’ conversion formnula which
entitles the holder to an in-the-noney conversion rate. Due to the variable nature of the
conversion feature, the effective interest will continuously be re-measured as the
Conpany’s stock price changes, until conversion, redenption, or maturity of the notes.

Due to its net loss position, the Conpany did not incur tax in 2000. At present

St ockgroup has tax loss carry forwards of $6,718,000 in Canada which expire in 2006 and
2007, and tax loss carry forwards of $2,306,000 in the U S. which expire in 2019 and
2020.

The net loss for 2000 was $8.3 nmillion conmpared to a loss of $4.2 million in 1999, an
increase in losses of $4.1 million or 96.4% This increase in |osses can be entirely
attributed to unusual or non-cash itens totaling $4.2 nmllion as described above: the
$3.6 mllion deenmed interest on the convertible notes, and the $631, 000 bad debt expense
on two custoners. The extraordinary gain on note redenption was recorded i n accordance
with the appropriate accounting principles. The portion of the operating | oss experienced
in 2000 that was not attributable to non-cash itens was primarily due to continuation of
i nfrastructure and revenue building activities comenced in 1999, the majority of which
were conpleted by the end of the third quarter of 2000. Allowing for the effect of non-
cash and unusual itens previously discussed above, managenent believes profitability is
within reach in 2001.

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 opnent in our history. During the
year, the Conpany expanded the scope of its news division by hiring 10 journalistic

prof essionals, including our Editor in Chief, David Andel man. During 1999 we al so
expanded our productive capacity and devel oped and | aunched ww. snal | capcenter.com our
state of the art website dedicated to serving the needs of small cap investors. This
project required a significant investnment of resources and, along with other initiatives,
resulted in the addition of 31 new staff to our programm ng and design teams. The | aunch
of www. srmal | capcenter.com al so included the creation of our advertising i mage based on
the sl ogan ‘Where to find the next big thing’ . The acconpanyi ng ad canpai gn incl uded
commercials 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 1999, we al so expanded our news bureau/sal es office branch network through the
addition of offices in San Francisco and New York. Supporting financing for our strategic
pl an was rai sed through private placenments of an aggregate cash proceeds of $5.4 nillion
whi ch were conpl eted after the Conpany went public in March

Wth respect to the performance of the predecessor conpany in 1998 and 1999, prior to its
acqui sition on March 11, 1999 of Stock Research Group, |-Tech Holdings Goup, Inc. had
achi eved mnimal success in the inplenentation 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 $1,920,052 versus $857,591 for the year ended Decenber 31
1998. This represents a 123% i ncrease in year over year revenue.

Revenues in 1999 and 1998 were all Business to Business Corporate Services. A substantia
part of growth in revenues was due to an increase in Advertising and Media Services

sal es, which saw year over year growth of 393% Website Design and Devel opnent al so saw
gains, with an increase of 61% and Wbsite M ntenance and Marketing saw a nargi na
decrease of (12)% Over the course of 1999 growmh in Website services overall was

i npacted by resources applied to the devel opnent of our new enterprise financial news
medi a Website www. snal | capcent er.com

Oper ati ng Expenses
The devel opnent and | aunch of www. snal | capcenter.com had a nmaj or 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
team and third party advertising costs for advertising purchased on behalf 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.

Sal es and Marketing costs also saw significant increases primarily as a function of
advertising purchases related to the launch of ww. snal |l 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 we had not yet undertaken significant
initiatives with respect to Sales and Marketing and our expenses were largely related to
our conmi ssioned sal es staff.

Product Devel opnent costs, which consist of salaries for progranmers and Design staff
seconded to the devel opment of www. snal | capcenter.comincreased from $117,453 in 1998 to
$415, 108 in 1999, an increase of 253%

General and Admi nistrative costs also saw a large relative increase from $443,201 in 1998
to $2,193,582 in 1999, or 395% Notable expenses in this area cane as a result of the
addition of two new offices, the noving of head office to larger prem ses, anortization
of inputed expenses for enployee stock options, increased salaries and wages for new
managenment and executive staff, and increased | egal and accounting fees and one-tine
consulting fee charges related to our launch as a public conpany.

Ot her I nconme and I ncome Taxes
We earned Interest and other incone 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.

During 1999 we incurred a net |loss of $(4,242,533) versus a net loss of $(149,289) in
1998. 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 opment capacity in our programi ng and design teans and the
initial investment in our editorial operations.

The nost significant conponent of investment in 1999 was ww. small capcenter.com which
was | aunched on Cctober 5, 1999.

Fi nanci al Condition



St ockgroup ended 2000 with a cash and cash equival ents bal ance of $338,448. The Conpany
has set a corporate goal of achieving positive cash flow and profitable operations in
2001. Al'though the Company expects to achieve this without further need for financing, it
may require such financing before it is able to achieve this goal. Additionally, it wll
still pursue financing in order to grow the business to the greatest possible extent. In
1999 Stockgroup ended the year with cash and cash equival ents of $1, 658, 822.

St ockgroup expects that increasing revenues resulting fromcurrent operations, conbined

with the fact that start-up costs are substantially conplete, will reduce use of cash
goi ng forward. However, there can be no assurance that revenue will increase or that
costs will be lower going forward. In addition, cash levels may be insufficient if the

Conmpany responds to a prepaynent demand from certain of the notehol ders by making a cash
prepaynent, rather than electing to have the notehol ders convert a portion of their
convertible notes into shares of comopn stock. To the extent that either of these
possibilities seriously depletes cash |evels, the Conpany nay need to seek additiona
capital. If it does, there can be no assurance that it will be successful in raising a
sufficient anount of additional capital or in internally generating a sufficient anmount
of capital to nmeet long-termrequirenents. If the Conpany is unable to generate the
requi red amount of additional capital, its ability to neet obligations and to continue
operations may be adversely affected.

CORPORATE DEVELOPMENTS DURING THE YEAR

A synopsis of corporate highlights for 2000 is as foll ows:

1. Syndi cation strategy |aunched - Early in 2000 Stockgroup began the inplenentation
of its syndication strategy, signing agreements with Wb content aggregators and
di stributors. The purpose of the syndication programis to raise the profile of
smal | capcenter.conis content, to drive traffic to smallcapcenter.comand to
generate revenues through licensing fees and revenue sharing agreenents. Stockgroup
syndi cates content available fromthe public access (free) areas of
smal | capcenter.com and sonme of its proprietary tools. The structure of the terns of
each agreenment and the revenue nodel is dependent on the size of the user base of
the other site and the requirenments of the other site. In Decenber 2000 Stockgroup
signed a channel agreenment with a mgjor internet syndication conpany that
distributes tools and content through its website.

2. In March of 2000 Stockgroup conpleted a placenment of $3,000,000 in convertible
notes and warrants as described in Note 7 to the Decenmber 31, 2000 bal ance sheet
bel ow.

3. June 5 2000 - Stockgroup and Cybersurf Corporation partnered to develop a financia

channel for the 3Web Network, Cybersurf’'s free Internet portal. This channel is now
accessi ble on the 3Web Network. Cybersurf is the second |argest ISP in Canada, with
over 350, 000 users.

4. In July of 2000 Stockgroup enhanced its award wi nning small capcenter.com website.
Wth a brand new | ook and a wi de array of sophisticated tools for investors and
publ i c conpani es, Stockgroup strengthened its conmunity and i nproved its base of
tools and content available for syndication.

5. August 8 2000 - Stockgroup and Avant Go Teamto Deliver the Snall capcenter.com
Channel to Investors’ Handhel d Devices. In an agreenent with AvantGo, Inc., a
nmobi | e I nternet conpany, Stockgroup agreed to deliver a small cap stock information
channel for handheld and wirel ess devices. The Avant Go nobile Internet service wll
meke Stockgroup’s content available for downl oad at www. avant go. com onto AvantGo’ s
nore than 700, 000 registered users’ Palm OS and W ndows CE devices and Internet-
enabl ed phones.

6. Private placenent during the third quarter of 2000 — Stockgroup conpleted a private
pl acement totaling $0.435 mllion through the issuance of 116,935 shares of compn
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stock at $3.72 per share. These shares are deened "restricted shares" as that term
is defined under U S. securities |laws Regulation “S” of the 1933 Act.

Cct ober 23, 2000 - Stockgroup launches free real-time quotes and interactive charts
to users of its small cap financial super site, ww.snall capcenter.com and as an
additional feature for its ASP applications and financial tool offerings to
conpani es. The quotes, accessible free of charge and in real-tinme, include al

maj or US exchanges. The real -time quotes can be tracked by synbol or within a
portfolio. In addition to the Conpany's real-tinme quote product, Stockgroup has

al so devel oped a proprietary Interactive Chart, a powerful analytical tool that

gi ves investors a conprehensive snapshot of the activities for a given stock or

i ndex on the North American exchanges all on one screen. Interactive charting
offers the open, close, high, low, volume and stock split information for a
particul ar day available by sinply dragging a nouse over the chart. The
Interactive Chart offers users an easy way to view different tine franes in line or
candle format by sinply zooming in and out and scrolling left and right. The chart
al so features various technical analysis features and the option of view ng
multiple tickers. The free real tine quotes and interactive charts have al so been
integrated into the content and tool offerings and ASP applications for the
conmpany' s busi ness-to-business clients. Al Internet sites can now offer their
custoners conplinmentary real-time quotes, charts, interactive tools and content

t hrough the licensing of Stockgroup's products.

Novenber 20, 2000 - Snmllcapcenter.com Posts 10,000th Story - Largest Smallcap News
Archive on the internet. Stockgroup announced that its news site,

smal | capcenter.com has reached the 10,000 nark for articles and colums produced
by its staff of journalists. The 10,000th story is by Adam Peel er: Dann the
Lawsuits, Full Speed Ahead, Peeler wites "It appears there’s no end to a |litany of
copyright infringenment |awsuits against San Di ego-based online music provider
MP3.com Inc., but the nmarket |ikes the conpany anyway."

Novenber 30, 2000 - Stockgroup announced a mmjor devel opnent project agreenent with
Onmark Group, the financial services and e-conmmerce conpany. Stockgroup will
contribute its project nmanagenent, web devel opnent and design services in the
delivery of an Onmark Group gl obal marketplace for web-based | easing, financing and
docunentation. This marketplace will enable clients to source tailored asset
financing and assets online on a global scale in multiple currencies. Stockgroup
and Onmark Group had been involved in ongoing projects for several nonths. This
latest initiative as specified by Onmark Group includes Stockgroup's project
managenent and web devel opnment and design services to deliver the front end and
functionality of Onmark's e-leasing product. Qther corporate nenbers of the

devel opnent team i nclude Oracle Corporation (NASDAQ ORCL), the world's | argest
provi der of software for e-business, and Viewocity Inc. Onmark G oup's nmarketpl ace
automates the | easing application process, routing vendor |ease applications to the
appropriate funders in real tine.

DEVELOPMENTS SINCE YEAR END

1

On January 19, 2001, Stockgroup closed a $0.5 million financing froma group of
unaffiliated investors pursuant to a Securities Purchase Agreenent. The funding

i ncluded $0.5 million of 3% Convertibl e Debentures and 4-year warrants. The
warrants were issued on a pro-rata basis, with each debenture-hol der receiving 1
Series A warrant for each dollar of debentures purchased and 3 Series B warrants
for each five dollars of debentures purchased. The debentures mature on Decenber
31, 2003 and are convertible into common shares upon the earlier to occur of March
25, 2001, or the effective date of the registration of the shares issuable upon
conversion of the debentures and exercise of the warrants.

The maxi mum and nmi ni nrum conversion prices for the debentures are $1.00 and $0. 50
respectively, and the exercise price of the warrants is $1.00 per share for the
Series A warrants and $2. 00 per share for the Series B warrants. The actua
conversion price of the Notes will be determ ned upon receipt of a conversion
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notice and will be the |esser of (a) the maxi mum conversion price, or (b) 80% of
the 2 lowest closing prices of the Conpany’s common shares during the 10 trading
days prior to the date of conversion, but in no case | ess than the m nimum
conversion price.

The full details of this financing, including all relevant docunents, were filed in
a Form 8K on January 30, 2001 and can be vi ewed therein.

RISK FACTORS

The followi ng factors should be considered carefully in evaluating the Conpany and its
busi ness.

Stockgroup’s limted operating history makes it difficult for you to judge its prospects.

St ockgroup has a limted operating history upon which an eval uation of the Conpany, its
current business and its prospects can be based. You should consider any purchase of the
Conmpany’s shares in |light of the risks, expenses and problens frequently encountered by
all conpanies in the early stages of its corporate devel oprment.

Recent revenue growth nmay not continue in the future.

There can be no assurance that the revenue growth experienced in recent periods wll
continue or increase. Stockgroup’s limted operating history makes the prediction of
future results difficult or inpossible and, therefore, recent revenue growth shoul d not
be taken as an indication of any growth that can be expected in the future. Furthernore,
the Conpany’'s linmited operating history leads it to believe that period-to-period

conpari sons of operating results may not be meaningful and that the results for any
period should not be relied upon as an indication of future performance. In 1999 and in
2000, revenues included significant sales to four custoners (35%to one custoner in 1999,
40% to three custoners in 2000). These custoners were of a contract nature. No further
revenues will be generated fromthree of these custoners; the fourth customer will
provi de reduced revenue until March 2001. To the extent that revenues do not grow at
anticipated rates, or that the Conpany is unable to secure or retain |arge contracts
simlar to those obtained in prior periods, the Conpany’s business, results of operations
and financial condition would be materially and adversely affected.

St ockgroup may be unable to achieve profitable operations as soon as pl anned.

St ockgroup has not achieved profitability in the current period and, although it plans to
achi eve positive cash flow and profitability in 2001, the Conpany may continue to incur
net | osses for the foreseeable future. The extent and duration of these |osses, if any,
wi |l depend, in part, on the amount of growth in revenues from Busi ness to Busi ness
Corporate Services and ASP Financial Tools and Services. As of Decenber 31, 2000, the
Conpany had an accunul ated deficit of $(12,593,154). There can be no assurance that the
Conmpany will ever achieve or sustain profitability or that operating | osses will not
increase in the future.

St ockgroup’ s success depends upon the w despread acceptance of the Internet as a key
source of information.

Traditionally, the investing public has obtained current information on public conpanies
from brokers, securities anal ysts, newspapers and nagazi nes. Stockgroup’s business is
based entirely on the prem se that a significant portion of the investing public wll
seek to obtain that information via the Internet. If that does not occur, or if it occurs
nmore slowy than expected, the Company will be materially and adversely affected.

Liquidity and capital resources are uncertain.
St ockgroup expects that increasing revenues resulting fromcurrent operations, conbined

with the fact that start-up costs are substantially conplete, will reduce use of cash
goi ng forward. However, there can be no assurance that revenue will increase or that
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costs will be lower going forward. In addition, cash levels may be insufficient if the
Conpany responds to a prepaynent demand from certain of the notehol ders by making a cash
prepayment, rather than electing to have the notehol ders convert a portion of their
convertible notes into shares of common stock. To the extent that either of these
possibilities seriously depletes cash |levels, the Conpany may need to seek additiona
capital. If it does, there can be no assurance that it will be successful in raising a
sufficient anount of additional capital or in internally generating a sufficient anmount
of capital to nmeet long-termrequirenents. |f the Conpany is unable to generate the
requi red amount of additional capital, its ability to neet obligations and to continue
operations nmay be adversely affected.

Comput er equi pnent problens and failures could adversely affect business.

Probl enms or failures in Internet-related equipnent, including file servers, conputers and
software, could result in interruptions or slower response tinmes on the Conpany’s Wb
site, which could reduce the attractiveness of the Web site to advertisers and users.

Equi prment problens and failures could result froma nunber of causes, including an

i ncrease in the nunmber of users of the Wb site, conputer viruses, outside programmers
penetrating and disrupting software systens, human error, fires, floods, power and

tel econmmuni cations failures, and internal breakdowns. In addition, any disruption in
Internet access provided by third parties could have a material and adverse effect.

St ockgroup may not be able to conpete successfully against current and future
conpetitors.

St ockgroup currently conpetes with thousands of corporate and individual Wb sites for
vi ewers, corporate subscribers and advertisers. Many of these have significantly greater
financi al resources, name recognition, and technical and marketing resources, and
virtually all of them are seeking to inprove their technol ogy, products and services.

St ockgroup can not assure you that it will have the financial resources or the
technol ogi cal expertise to successfully nmeet this conpetition

Stockgroup is controlled by its officers, directors and entities affiliated with them

In the aggregate, ownership of Stockgroup shares by nanagenent represents approxi nately
46% of i ssued and outstandi ng shares of commopn stock. These sharehol ders, if acting
together, will be able to significantly influence all matters requiring approval by
shar ehol ders, including the election of directors and the approval of mergers or other
busi ness combi nati ons transactions.

Stockgroup’s future performance is dependent on the ability to retain key personnel

St ockgroup’s performance is substantially dependent on the performance of senior
managenent and key technical personnel. In particular, the Conpany’s success depends on
the continued efforts of its senior managenment team The |oss of the services of any of
its executive officers or other key enployees could have a material adverse effect on the
Conpany’ s busi ness, results of operations and financial condition

Future success al so depends on the continuing ability to retain and attract highly
qualified technical, editorial and manageri al personnel. The Conmpany antici pates that the
nunber of enployees will increase in the next 12 nonths. Wages for managerial and

techni cal enpl oyees are increasing and are expected to continue to increase in the
foreseeable future due to the conpetitive nature of this job nmarket. The Conpany has
experienced difficulty fromtine to time in attracting the personnel necessary to support
the growth of its business, and there can be no assurance that it will not experience
simlar difficulty in the future. The inability to attract and retain the technical and
manageri al personnel necessary to support the growth of its business could have a

mat eri al adverse effect upon the Conpany’s business, results of operations and financia
condi tion.

St ockgroup may be unable to protect the intellectual property rights upon which its
busi ness relies.
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The Conpany regards substantial elenents of its Web site and underlying technol ogy as
proprietary and attenpts to protect themby relying on intellectual property |aws,

i ncludi ng trademark, service mark, copyright and trade secret |laws and restrictions on
di scl osure and transferring title and other nethods. The Conpany al so generally enters
into confidentiality agreenments with enpl oyees and consultants and in connection with
license agreenents with third parties, and seeks to control access to proprietary
informati on. Despite these precautions, it may be possible for a third party to copy or
ot herwi se obtain or use the Conpany’s proprietary information w thout authorization or to
devel op simlar technol ogy i ndependently. Moreover, effective trademark, service mark,
copyright and trade secret protection may not be available in every country in which the
Conpany’s services are distributed or made avail able through the Internet, and policing
unaut hori zed use of proprietary information is difficult. There can al so be no assurance
that the Conpany’s business activities will not infringe upon the proprietary rights of
others, or that other parties will not assert infringenent clains against the Conpany,
including clains that by directly or indirectly providing hyperlink text links to Wb
sites operated by third parties, Stockgroup has infringed upon the proprietary rights of
other third parties.

It is unclear how any existing and future | aws enacted will be applied to the internet
i ndustry and what effect such laws will have on Stockgroup

A nunber of |egislative and regul atory proposal s under consideration by federal, state,

provincial, |ocal and foreign governnental organizations may |lead to | aws or regulations
concerning various aspects of the Internet, including, but not Iimted 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 growmh in the use of the Internet, which could in turn decrease the
demand for Stockgroup’s services, increase the cost of doing business or otherw se have a
mat eri al adverse effect on the Company’s business, results of operations and financia
condi tion.

St ockgroup may be held liable for online information or products provided by the Conpany
or third parties.

Because materials may be downl oaded by the online or Internet services offered by

St ockgroup or the Internet access providers with which the Conpany has relationships, and
because third party informati on may be posted by third parties on its Wb site through

di scussion foruns and otherwi se there is the potential that clains will be nade agai nst

t he Conpany for defamation, negligence, copyright or trademark infringenent, or other
theories. Such clains have been brought against providers of online services in the past.
The inposition of liability based on such clainms could materially and adversely affect

St ockgr oup.

Even to the extent such clains do not result in liability, the Conpany could incur
significant costs in investigating and defendi ng agai nst such clainms. The inposition on

t he Conpany of potential liability for information or products carried on or disseninated
through its Web site could require inplenmentation of nmeasures to reduce exposure to such
liability, which may require the expenditure of substantial resources and lint the
attractiveness of services to nembers and users.

Stockgroup’s general liability insurance may not cover all potential clains to which it
is exposed or may not be adequate to indemify it for all liability that nmay be inposed.
Any inposition of liability that is not covered by insurance or is in excess of insurance
coverage could have a material adverse effect on the Conpany’s business, results of
operations and financial condition.

St ockgroup’s strategy to comrence international operations exposes the Conmpany to
addi ti onal risks.

A part of the Company’'s growth strategy is to expand into international markets. The

success of any additional foreign operations initiated in the future will be dependent
upon | ocal service providers and/or partners. In addition to the risks attendant to the
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Conpany’s business in the United States and Canada, Stockgroup may experience difficulty
i n managi ng i nternational operations as a result of the follow ng:

difficulty in locating effective foreign service providers and/or partners;
conpetition;

techni cal problens;

| ocal |aws and regul ations;

| anguage and cul tural differences;

unexpected changes in regulatory requirenents;
trade barriers;

fluctuations in currency exchange rates;

| onger payment cycles;

difficulty in enforcing contracts;

political and econonic instability; and
potential adverse tax consequences.

[y oy

There can be no assurance that one or nore of such factors will not have a materia
adverse effect on the Conpany’s future international operations and, consequently, on the
Conpany’ s busi ness, results of operations and financial condition

The value and transferability of Stockgroup’s shares may be adversely inpacted by the
limted trading market for its shares and the penny stock rul es.

There is only a linmted trading market for Stockgroup’s shares. The Conpany’s conmon
stock is traded in the over-the-counter market and “bi d” and “asked” quotations regularly
appear on the O-T-C Bulletin Board under the synbol “SWEB’. There can be no assurance
that the Conpany’s common stock will trade at prices at or about its present |evel, and
an inactive or illiquid trading market may have an adverse inpact on the market price. In
addition, holders of Stockgroup’s common stock may experience substantial difficulty in
selling their securities as a result of the “penny stock rules,” which restrict the
ability of brokers to sell certain securities of conpani es whose assets or revenues fal
bel ow the threshol ds established by those rules.

Future sales of shares may adversely inpact the val ue of Stockgroup’s stock.

In addition to shares being offered by outstanding registrations, Stockgroup has

aut horized and reserved, as of February 28, 2001, 2,500,000 shares of conmpbn stock for

i ssuance upon the exercise of non-qualified stock options. The total amunt of shares
covered by outstanding registrations, plus the shares reserved for such options, would
represent 57.8% of the nunmber of Stockgroup’s outstandi ng shares on the date of this
filing. If required, Stockgroup will seek to raise additional capital through the sale of
common stock. Under the ternms of outstanding convertible notes and debentures, the nunber
of shares that may be issued under such instruments may be increased in the event of
certain changes in our capital structure. Future sales of shares by Stockgroup or its

st ockhol ders coul d cause the market price of its common stock to decline.
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Item 7. Financial Statements and Supplementary Data

AUDITORS REPORT

To the Shareholders of
Stockgroup.com Holdings, Inc.

We have audited the accompanying consolidated balance sheets of Stockgroup.com
Holdings, Inc. as of December 31, 2000 and December 31, 1999 and the related
consolidated statements of operations, shareholders equity (deficiency), and cash flows
for each of the three years in the period ended December 31, 2000. These financial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financia statements are free of materia
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financia statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financia statement presentation. We believe that our audits provide
areasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in al material
respects, the consolidated financial position of Stockgroup.com Holdings, Inc. at
December 31, 2000 and 1999 and the consolidated results of its operations and its cash
flows for each of the three years in the period ended December 31, 2000 in conformity
with accounting principles generally accepted in the United States.

The accompanying financia statements have been prepared assuming that
Stockgroup.com Holdings, Inc. will continue as a going concern. As discussed in Note 1
to the financiad statements, the Company has incurred recurring operating losses and has
a working capital deficiency. These conditions raise substantial doubt about the
Company’s ahility to continue as a going concern. Management’s plans in regard to these
matters are also described in Note 1. The financia statements do not include any
adjustments that might result from the outcome of this uncertainty.

Vancouver, Canada,
February 21, 2001. Chartered Accountants
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Stockgroup.com Holdings, Inc.

CONSOLIDATED BALANCE SHEETS

[See Note 1 - Nature of Business and Basis of Presentation]

As at December 31 (expressed in US dollars)
2000 099
$ $

ASSETS [note 6]

Current
Cash and cash equivalents 338,448 1658,822
Accounts receivable [net of allowances for doubtful

accounts of $471430; 099 - $20,786] [note 3] 2B38D 855,170
Due from shareholder [note 4] 31973
Prepaid expenses 16,27 887,223
Total current assets 673,385 343388
Property and equipment, net [note 5] 529,855 440,368

1203240 3,873,556

LIABILITIES AND SHAREHOLDERS EQUITY (DEFICIENCY)
Current
Bank indebtedness [note 6] 4,303 21004
Accounts payable 796,637 732,392
Accrued payroll liabilities 04,241 16,566
Deferred revenue 81987 230,545
Convertible notes and accrued interest [note 7] 2,662,000
Total current liabilities 3,849,568 110,507
Commitments and contingencies [note 1]
Shareholders’ equity (deficiency)
Common stock, no par value [note 8]

Authorized shares - 50,000,000

Issued and outstanding shares - 8467,676 in 2000 7,344,483 6,761483

and 805,000 in ®99
Additional paid- in capital 2,602,743 261277
Accumulated deficit (12,593,64) (4,259,710
Total shareholders’ equity (deficiency) (2,645,928) 2,763,049
1203240 3,873,556

See accompanying notes



Stockgroup.com Holdings, Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS

[See Note 1 - Nature of Business and Basis of Presentation]

Y ear ended December 31 (expressed in US dollars)
2000 D99 D98
$ $ $
REVENUE
Revenues [note 9] 4,037,608 1920,052 857,591
Cost of revenues 1800,8D 1208,033 172,343
Gross profit 2,236,798 72,00 685,248
EXPENSES
Sales and marketing 2,718,992 2454473 265,840
Product and website development 849,335 415,08 17,453
General and administrative 4,220,455 2,03582 443201
7,788,782 5,063,563 826,494

L oss from operations (5,551984) (4,351144) (B1246)
Interest income 85,138 23,260
Interest expense [notes 6 and 7] (390,51 (Bb6D)
Other income (expense) (4,453) 961 (42,845)
L oss before income taxes and

extraordinary items (9,38186) (4,242,533) (B4,09)
Income tax provision (recovery) [note D] (34,802)
L oss before extraordinary items (9,38186) (4,242533) (49,289)
Extraordinary gain on convertible note

redemptions [note 7] 1048373
Net loss (8,333,443) (4,242 533) (49,289)
Earnings (loss) per share [note 8[e]]
Basic and diluted loss per share

before extraordinary items (1B) (060) 0.04)
Basic and diluted loss per share (101 (060) 0.04)

See accompanying notes
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Stockgroup.com Holdings, Inc.

CONSOLIDATED STATEMENTSOF SHAREHOLDERS EQUITY (DEFICIENCY)

[See Note 1 - Nature of Business and Basis of Presentation]

Y ear ended December 31 (expressed in US dollars)
Retained earnings Total
Additional (accumulated shareholders’
Common stock Common stock paid- in capital deficit) equity (deficiency)

[note 8] # of shares $ $ $ $
Balance at December 31 B97 3,660,000 97 B2,m B2,208
Net loss (49,289) (49,289)
Balance at December 31 D98 3,660,000 97 (7, 78) (7,089
Issuance of common stock pursuant to private placement 240,000 402451 402451
Deemed issuance of common stock pursuant to

reverse acquisition 3,220,000 672 672
Issuance of common stock pursuant to a consulting agreement 75,000 450,000 450,000
Issuance of common stock pursuant to private placements,

net of share issue costs of $B7,737 900,000 5,232,263 5,232,263
Issuance of common stock pursuant to an advertising agreement 200,000 676,000 676,000
Stock based compensation 261277 261277
Net loss (4,242533) (4,242533)
Balance at December 31 D99 8,085,000 6,761483 261277 (4,259,71) 2,763,049
Issuance of common stock pursuant to private placement 16,935 435000 435000
Issuance of common stock and warrants pursuant to

a consulting agreement D0,000 52,500 81000 243500
Fair value of detachable warrants pursuant to convertible

note private placement, net of financing costs 455546 455546
Intrinsic value of beneficial conversion feature pursuant to convertible

note private placement 2,751061 2,751061
Repurchase of beneficial conversion feature on partial redemption

of outstanding convertible notes (1089,56) (1089,56)
Issuance of common stock on partial conversion of

outstanding convertible notes 67,741 57,500 57,500
Cancellation of common stock (2,000) (72,000) (72,000)
Stock based compensation 43,025 43,025
Net loss (8333443) (8333443)
Balance at December 31 2000 8467676 7344483 2,602,743 (259354 (2,645928)
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See accompanying notes
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Stockgroup.com Holdings, Inc.

CONSOLIDATED STATEMENTSOF CASH FLOWS

[See Note 1 - Nature of Business and Basis of Presentation]

Y ear ended December 31 (expressed in US dollars)
2000 D99 D98
$ $ $
OPERATING ACTIVITIES
Net loss (8333443) (4,242533) (49,289)
Add (deduct) non- cash items
Amortization 203961 85,601 0,459
Amortization of deferred debt financing costs 244763
Effective interest on convertible notes 3633062
Extraordinary gain on redemption of convertible noteq1048373)
Bad debt expense 730,643 (39,352) 44756
Consulting services received for common stock and
equivalents 243500 450,000
Advertising services received for common stock 676,000
Stock based compensation 43,025 261277
(4,82,862) (2,809,007) (85,1B)
Net changes in non- cash working capital
Accounts receivable (66,284) (717,000) (B,539)
Prepaid expenses 771096 (8482B) (2,3R)
Accounts payable 51633 678080 43144
Accrued payroll liabilities 67,675 10,729 (D,524)
Income taxes payable (D9)
Deferred revenue (48,558) B3843 (39,993
Cash used in operating activities (3507,300) (3396,573) (14 540)
FINANCING ACTIVITIES
Net proceeds from issuance of common stock 435,000 5634,74
Net proceeds from issuance of convertible notes
and warrants 2,870,000
Repayments of convertible notes (862,500)
(Repayments) proceeds on bank indebtedness, net (6,709 (80,073) 75,825
Repayments on long- term debt (8260) (7,05)
(Repayments to) advances from shareholders, net 31973 (26,009) 6,00
Advances from related company 39,B6
Cash provided by financing activities 2,467,772 5520,372 D396
INVESTING ACTIVITIES
Purchase of property and equipment (280,846) (468,249) (21092)
Net cash acquired in reverse acquisition 3272
Cash used in investing activities (280,846) (464,977) (21092)
Increase (decrease) in cash and cash equivalents (1320,374) 1658822 (317B)
Cash and cash equivalents, beginning of year 1658822 3176
Cash and cash equivalents, end of year 338448 1658,822
Supplemental disclosure of cash flow information
Interest paid 33,000 D,500 4,00

Income taxes paid

See accompanying notes
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1 NATURE OF BUSINESS AND BASIS OF PRESENTATION
[a] Nature of business and continuing entity

Stockgroup.com Holdings, Inc. (“Stockgroupcom™) is an internet based media and technology company that provides
business to business (B2B) corporate services (including advertising and media services), application service provider
(ASP) financial tools and content solutions, and enterprise financial website development services. Stockgroup.com
was incorporated under the laws of Colorado on December 6, 94 under the former name of |- Tech Holdings
Group, Inc. (“I- Tech”), a United States non- operating company registered on the NASD OTC Bulletin Board.

The financial statements have been prepared by management in accordance with accounting principles generally
accepted in the United States on a going concern basis, which contemplates the realization of assets and the
discharge of liabilities in the normal course of business for the foreseeable future.

The Company incurred an operating loss of $5551984 for the year ended December 31 2000 [B99 - $4,351U4;
D98 - $MU1246], and had a working capital deficiency of $3,175,783 as at December 31 2000. These factors raise
substantial doubt about the Company’s ability to continue as a going concern. Management has been able, thus far,
to finance the losses, as well as the growth of the business, through a series of equity and convertible note private
placements. M anagement expects that increasing revenues resulting from current operations, combined with the fact
that start- up costs are substantially complete, will allow the Company to achieve profitable operations and positive
cash flows in 2001 Although the Company expects to achieve this without further need for financing, the Company
is continuing to seek other sources of financing in order to grow the business to the greatest possible extent.
There are no assurances that the Company will be successful in achieving its goals.

In view of these conditions, the ability of the Company to continue as a going concern is uncertain and dependent
upon achieving a profitable level of operations and, if necessary, on the ability of the Company to obtain necessary
financing to fund ongoing operations. M anagement believes that its current and future plans provide an opportunity
to continue as a going concern. These financial statements do not give effect to any adjustments which would be
necessary should the Company be unable to continue as a going concern and therefore be required to realize its
assets and discharge its liabilities in other than the normal course of business and at amounts different from those
reflected in the accompanying financial statements.

These financial statements are issued under the name of Stockgroupcom but are a continuation of the financial

statements of Stock Research Group Inc. (SRG”), a British Columbia corporation which was incorporated on May
4, B95. On March 1, B99, pursuant to a reverse acquisition, SRG acquired the net assets of I- Tech.
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1 NATURE OF BUSINESS AND BASIS OF PRESENTATION (cont'd)
[b] Reverse acquisition of Stockgroup.com

Pursuant to a share exchange agreement dated March 1, 099, the shareholders of SRG sold their D0% interest in
SRG to Stockgroupcom in consideration for 3,900,000 shares of Stockgroupcom which represented a controlling
interest of approximately 56% of Stockgroup.com. This transaction is considered a recapitalization of SRG and an
acquisition of Stockgroupcom (the accounting subsidiary/legal parent) by SRG (the accounting parent/legal
subsidiary). Accordingly, the transaction has been accounted for as a purchase of the net assets of Stockgroup.com
by SRG in these consolidated financial statements.

In these consolidated financial statements, SRG’s assets and liabilities are included at their historical carrying
amounts. Operating results to March 1, D99 are those of SRG. For purposes of the acquisition, the fair value of
the net monetary assets of Stockgroupcom of $672 was ascribed to the 3,20,000 previously outstanding common
shares of Stockgroup.com deemed to be issued in the acquisition as follows:

$
Net assets acquired
Cash 3272
Accounts payable 2,600
672
Deemed consideration
3,20,000 shares of Stockgroup.com 672

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of consolidation

The consolidated financial statements include the accounts of Stockgroupcom Holdings, Inc. (the “Company”) and its
wholly owned subsidiaries, Stockgroupcom Media Inc. (British Columbia, Canada) (formerly Stock Research Group
Inc), Stockgroupcom, Ltd. (Nevada, United States) and 57988 B.C. Ltd. (British Columbia, Canada). All significant
intercompany accounts and transactions have been eliminated.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

Revenue recognition

The Company generates its revenues from three primary sources; business to business corporate services,
application service provider financial tools and content solutions, and enterprise financial website development.

Business to business corporate services consists of small- scale web site development and maintenance, media
services, monthly marketing and maintenance programs, broadcast services and online advertising. Revenue from
small- scale web site development and periodic web site maintenance is recognized upon completion of the services
provided no significant obligations remain and collection of the resulting receivable is probable. Revenues from
media services, monthly marketing and maintenance programs, broadcast services and online advertising are
recognized ratably over the contract life as the revenue is earned. Most of these services require an advance
payment which is appropriately recorded as deferred revenue until the services have been provided.

Application service provider financial tools and content solutions consists of real time, time delayed and wireless
guotes and charts, company profiles, investment data and technical analysis. Revenue from set up fees, periodic
maintenance fees and contractual monthly licensing fees for ongoing use of financial tools and content is recognized
ratably over the contract life, which is typically twelve months, as the revenue is earned.

Enterprise financial website development consists of large scale, longer-term technology development, data
aggregation, system design and development and project management services. Revenue from fixed price long term
contracts is recognized on the percentage of completion method of contract accounting based on the ratio of actual
costs incurred to total estimated contract costs. Provisions for estimated losses on uncompleted contracts are made
in the period in which such losses are determined.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Foreign exchange

The reporting currency and the functional currency of the Company is the US. dollar. The accounts of the
Company’s Canadian subsidiary are trandated into U.S. dollars such that monetary assets and liabilities are
translated at exchange rates in effect at the balance sheet date and non- monetary items 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 corresponding foreign exchange gains and losses are included in income.

Foreign currency transactions are translated into U.S. dollars at the rate of exchange in effect at the date of the
transaction. Foreign currency balances of monetary assets and liabilities are translated using the rate of exchange in
effect at the balance sheet date. Foreign exchange gains and losses on transactions during the year and on the year
end translation of the accounts are included in income.

Fair value of financial instruments

The Company’s financial instruments consist principally of cash and cash equivalents, accounts receivable, due from
shareholder, bank indebtedness, accounts payable and convertible notes. The carrying values of all financial
instruments approximate fair value due to their short- term maturities.

Cash and cash equivalents

Cash and cash equivalents consist of cash and short-term deposits with original maturities of ninety days or less
and are recorded at amortized cost.

Deferred finance costs

Finance costs associated with the issuance of convertible notes are deferred and amortized over the term of the
notes to earliest conversion. At December 31 2000, all finance costs have been amortized and included as interest
expense in the statement of operations.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Property and equipment

Property and equipment are carried at cost. Amortization is provided using the straight line method over the assets
estimated useful lives as follows:

Computer equipment 5 years
Computer software 2 years
Office furniture and equipment 5 years
L easehold improvements Term of the lease

The Company changed its amortization policy in 2000 from the declining balance method to the straight line
method. The cumulative effect of this change in accounting policy is not significant to the financial statements.

Product development costs

Product development costs are expensed until the technological feasibility of the product has been established.
After technological feasibility is established and wuntil the product is available for general release, software
development, product enhancements and acquisition costs are capitalized. For all periods presented, product
development costs have been expensed in the period incurred as the criteria eligible for capitalization have not been
met.

W ebsite development costs

Commencing July 1 2000 the Company accounts for W ebsite development costs in accordance with the FASB
Emerging Issues Task Force (‘EITF”) 00- 2, Accounting for W ebsite Development Costs. EITF 00-2 requires all
costs related to the development of websites other than those incurred during the application development stage to
be expensed as incurred. Costs incurred during the application development stage are required to be capitalized and
amortized over the estimated useful life of the software. The Company has adopted EITF 00-2 prospectively
from July 1 2000. Prior to July 1 2000 W ebsite development costs were expensed as incurred. Substantially all
of the Company’s website development costs since July 1 2000 are for ongoing operating and maintenance costs
and have been expensed in the period incurred.



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Advertising costs

Advertising costs are expensed in the period incurred and are included as a component of sales and marketing
expenses. Advertising expense for the years ended December 31 2000, B99 and B98 was $112,000, $1670,000 and
$23,000 respectively.

Income taxes

The Company utilizes the liability method of accounting for income taxes. Under this method, deferred taxes are
determined based on the differences between the financial statement and tax bases of assets and liabilities using
enacted tax rates. A valuation allowance is provided against deferred tax assets for which it is more likely than not
that the asset will not be realized.

Stock- based compensation

The Company accounts for fixed stock- based awards to employees in accordance with Accounting Principles Board
Opinion No. 25, Accounting for Stock Issued to Employees, and related interpretations and has adopted the
disclosure- only alternative of FASB Statement No. 23, Accounting for Stock- Based Compensation. Accordingly,
compensation expense for stock options issued to employees is measured as the excess, if any, of the quoted
market price of the Company’s stock at the date of the grant over the amount an employee must pay to acquire
the stock.

Earnings per share

Basic earnings (loss) per share is computed based on the weighted average number of common shares outstanding
during each year. Diluted earnings (loss) per share reflects the dilutive potential of outstanding securities using the
treasury stock method.

Comprehensive income
Comprehensive income includes all changes in equity except those resulting from investments by owners and

distributions by owners. For the years ended December 31 2000, B99 and B98, comprehensive income comprises
only net income.



2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Comparative figures

Certain amounts in the P99 consolidated financial statements have been reclassified to conform to the 2000
presentation.

Recent accounting pronouncements

FASB Statement No. B3, “Accounting for Derivative Instruments and Hedging Activities’, (‘SFAS No. B3, as
amended by SFAS B7, “Accounting for Derivative Instruments and Hedging Activities - Deferral of the Effective
Date of FASB Statement No. B3, and SFAS B8, “Accounting for Certain Derivative Instruments and Certain
Hedging Activities’, is effective for the Company as of January 1 2001 SFAS B3, as amended, requires that an
entity recognize all derivatives as either assets or liabilities measured at fair value. The accounting for changes in
the fair value of a derivative depends on the use of the derivative. The Company does not expect the adoption of
these accounting pronouncements to have a material effect on its financial position or results of operations, except
as discussed below.

The Emerging Issues Task Force has released EITF 00- B, Accounting for Derivative Financial Instruments Indexed
to, and Potentially Settled in, a Company' s Own Stock (‘EITF 00-®"). EITF 00-® is effective for derivative

instruments entered into or outstanding at June 30, 2001 and will be applicable to the Company’s callable warrants
then outstanding (note 7). The number of shares issuable in the event of exercise of the callable warrants is not
subject to an explicit limit.  Accordingly, the callable warrants will be considered a liability to be recorded at fair
value, commencing June 30, 2001 and will be marked to market in accordance with SFAS B3 thereafter. At
December 31 2000 the callable warrants have been presented as additional paid in capital in these financial
statements. At December 31 2000 the company has sufficient authorized share capital assuming a limit to the
number of shares issuable equal to the number of shares that would have been required to settle the warrants on
September 30, 2000, in accordance with the transition provisions of EITF 00- B.



3. CONCENTRATION OF CREDIT RISK

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally of
cash and cash equivalents and trade receivables. The Company performs ongoing credit evaluations of its
customers and maintains allowances for potential credit losses.

Amounts owing from two customers represented 3P4 and 1P6 respectively of the total accounts receivable balance

in 2000. An amount owing of $575000 from one customer represented 67% of the total accounts receivable
balance in B99. No other customers represented greater than D% of the total balance in any other year.

4. DUE FROM SHAREHOLDER

At December 31 D99, the amounts due from shareholder consisted of $2,850 in short-term advances and a $B,23
non- interest bearing loan. The loans and advances were repaid in full in 2000.

5. PROPERTY AND EQUIPMENT

Accumulated Net book
Cost amortization value
$ $ $

2000
Computer equipment 524,636 189,970 334,666
Computer software 07,188 65,700 41438
Office furniture and equipment B2,B1 58,680 »3501
L easehold improvements 423D 2,060 30,250
856,265 32640 529,855

D99
Computer equipment 360,552 85,571 274,981
Computer software 24,074 2,037 2,037
Office furniture and equipment 46,595 21608 14,987
L easehold improvements 31596 3233 28,363
562,817 02,449 440,368




6. BANK INDEBTEDNESS

Bank indebtedness consists of a demand loan which bears interest at prime plus P6, is repayable in blended
monthly principal and interest payments of $635, and is due December 31 2002. Interest expense for the years
ended December 31 2000, P99 and P98 was $1300, $1800 and $1800 respectively.

The Company also has an approved demand operating line of credit of $00,000 bearing interest at prime plus “%.
Interest expense for the years ended December 31 2000, D99 and P98 was $8,600, $8400 and $1300 respectively.

The demand loan and the operating line of credit are collateralized by a general security agreement on all assets
of the Company. The weighted average effective prime rate for 2000 was 723% [B99 - 644%; 098 - 6.60%].

7. CONVERTIBLE NOTES

On April 3, 2000, the Company entered into a Convertible Note Purchase Agreement with two unaffiliated
investors to issue unsecured 8% Convertible Notes (‘notes’) and 5- year Callable W arrants (‘warrants’) for gross
proceeds of $3 million.

The notes mature on March 31 2002 and are convertible into common shares only after July 31 2000. The notes
may only be converted if the Company does not make payment on a lender’'s prepayment request, or if the
Company seeks to prepay the notes. The initial conversion price for the notes is $372. Prepayments on the notes
are subject to a tiered prepayment schedule that increases as the number of days between the closing date and the
prepayment date increases, being D5%, D%, and 16% of principal from days 160, 6% 20, and after 20 days,
respectively. Interest accrues on the notes at the rate of 8% per annum, and is payable on each conversion date
and at maturity. Interest may be paid in the form of cash or registered stock, at the Company’s option. The
lenders have the right to put back to the Company up to 25% of the unconverted amount of the notes during any
30- day period after July 31 2000. Upon the lenders exercise of such right, the Company has the option of

prepaying the portion of the notes sought to be converted, such prepayment to be in accordance with the tiered
prepayment schedule set forth above. If the Company does not make such a prepayment within D days after its
receipt of a “put” notice, the conversion rate of the notes and any accrued interest changes to the lesser of (a) the

initial conversion price, and (b) 88% of the average of the 5 lowest closing prices of the Company’s common
shares during the 30 trading days prior to the date of conversion.



7. CONVERTIBLE NOTES (cont’d)

In the event the notes are not prepaid or converted prior to March 21 2002, they will automatically convert on
maturity to common shares at the lesser of (a) the initial conversion price, and (b) 88% of the average of the 5
lowest closing prices of the Company’s common shares during the 30 trading days prior to the date of maturity.

The warrants permit the holders to acquire up to B18B common shares at an exercise price of $330 at any time
up to March 31 2005. The warrants may be called by the Company, at a purchase price of $01 per underlying
share, if the stock price of the Company’'s common shares exceeds $651for any 20 consecutive trading days after
the effective date of the registration statement, provided that the holders have the right to exercise the warrants
within 30 days after their receipt of such a call.

The exercise price of the warrants is adjusted upon the occurrence of certain events, including the issuance of
equity or convertible instruments exchangeable into common shares at a price below the market value of the
common shares at the time of issuance and the exercise price of the warrants. In certain circumstances, the
holders of the warrants could elect on exercise to satisfy their obligation to pay the cash exercise price to the
Company by accepting a lesser nhumber of common shares.

The gross proceeds of $3 million have been allocated to the convertible notes and warrants based on the relative
fair value of each security at the time of issuance. Accordingly, $2.7 million was allocated to the notes and
$300,000 was allocated to the B18B lender warrants. The fair value of the warrants was estimated using the
Black- Scholes option pricing model. The convertible notes include a 5% put premium after July 31 2000. The total
premium of $450,000 and the $300,000 discount for the warrants has been accrued and recorded as interest
expense over the original eight month term to earliest conversion.

The terms of the convertible notes provide the holders with an ‘in-the- money’ variable conversion rate. A
beneficial conversion feature on the convertible notes was calculated at issuance based on the difference between
the effective conversion price of the allocated proceeds and the market price of the common stock. The original
amount of the beneficial conversion feature was $281588 at inception, however, because of the variability of the
conversion ratio, it is remeasured each reporting period until conversion, extinguishment or maturity. As at year end,
the accumulated beneficial conversion feature on the outstanding principal and accrued interest amounted to
$2,751061 This amount is recorded as interest expense.



7. CONVERTIBLE NOTES (cont’d)

The Company paid $8B0,000 in cash for financing costs and issued additional warrants to the placement agent to
acquire up to 90,909 common shares on the same terms as the warrants issued to the lenders. The financing costs
were allocated to the notes and lender warrants in the same relative fair value manner. The fair value of the
placement agent warrants amounted to $B7,273 and was estimated using the same Black- Scholes pricing
assumptions as the lender warrants.

On August D and 17, 2000 respectively, the two note holders exercised their rights to put 25% of the notes, or
$750,000 back to the Company. The Company extinguished the $750,000 principal, the $12,500 put premium and
the $22,290 in accrued interest for cash of $884,790. The cash redemption resulted in a $1048373 extraordinary
gain, which included the repurchase of the beneficial conversion feature at the date of extinguishment in the amount
of $1089,66 net of $40,793 in deferred financing costs.

On September 25, 2000, one of the note holders exercised their right to put an additional 25% of their portion, or
$250,000. On October 5, 2000, the Company notified the lender of its intention not to pay the put notice. Under
the agreement, the note holder had the right to convert the $250,000 plus accumulated interest into shares of the
Company. On November #4, 2000, the note holder converted $50,000 plus accumulated interest into 67,741 common
shares.

As at December 31 2000, the $2,662,000 in convertible notes reported as a current liability consists of the
remaining $2,200,000 of principal outstanding, the accrued 5% prepayment premium of $330,000, and accrued
interest of $B2,000. The total interest expense of $3,900,14 recorded in the year is substantially all non- cash with
the exception of the $B0,000 cash financing costs and the $22,290 cash interest paid on the August D and 7,
2000 redemptions.



7. CONVERTIBLE NOTES (cont’d)

The following table summarizes the activity under the agreement:

Convertible
Notes and Extra-
Accrued Interest ordinary
Interest W arrants Expense (Gain)

Proceeds on issuance of convertible

notes and warrants 2,700,000 300,000
Agent warrants B7,273
Allocation of finance costs, including
agent warrants (31727) 244,763 40,793
Accretion of put premium 450,000 450,000
Accretion of discount attributable to
the warrants 300,000 300,000
Beneficial conversion feature 2,751061
Accrued interest at 8% 54,290 54,290

Partial redemption of convertible notes
and payment of accrued interest (884,790)
Repurchase of beneficial conversion

feature on partial redemption (1089,56)
Partial conversion of convertible notes (57,500)
Balance at December 31 2000 2,662,000 455546 3900,14 (1048373)

On January 2, 2001 the Company received an additional put notice for $500,000. On February 6, 2001 one of
the note holders converted $25,000 plus accrued interest into 67,508 common shares. As of the date of the audit
report, the Company has outstanding put notices for $675,000 of the outstanding principal for which the Company
has chosen not to settle for cash.

8. SHARE CAPITAL
[a] Authorized

The Company is authorized to issue up to 50,000,000 shares of common stock, no par value, and up to 5,000,000
shares of preferred stock non-voting, no par value. No preferred stock are issued and outstanding in the periods
presented.



8. SHARE CAPITAL (cont'd)

[b] Common stock

During P98, SRG effected a split of its common stock on the basis of B,300 common shares for each common
share outstanding which is reflected in these financial statements for all periods presented.

During January and February of 1099, SRG completed a private placement to certain institutions and individuals for
the issuance of 240,000 common shares at $168 per share for net cash proceeds of $402451

By a share exchange agreement dated March 1, B99, the Company entered into a series of transactions whereby
the 3,900,000 issued and outstanding shares of SRG were exchanged for 3,900,000 shares of 57988 B.C. Ltd. a
Canadian subsidiary of Stockgroupcom. The exchangeable shares are convertible into shares of Stockgroup.com
through a trustee, Stocktrans Inc. The Company also issued to the trustee, 3,900,000 common shares, to hold in
trust for the SRG shareholders pursuant to a voting and exchange agreement giving the SRG shareholders effective
control over Stockgroupcom. The holders of the exchangeable shares may convert their exchangeable shares to an
equal number of common shares of the Company. The common shares are held by the trustee pending
conversion of the exchangeable shares to common shares, whereupon common shares will be released by the
trustee to the SRG shareholders and the exchangeable shares will be delivered to the Company. The holders of the
exchangeable shares have the right to vote their interests in the Company through the trustee as holder of the
common shares. The holders of the exchangeable shares are entitled to essentially the same voting, dividend and
other rights as the Company' s common stockholders.

On March B, B99, the Company issued 75000 shares in exchange for consulting services provided in respect of
the reverse acquisition. The transaction was recorded at a fair value of $450,000 based on the closing price of the
stock on the day of the agreement.

During the second quarter of 099, the Company completed a private placement 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.

On September 7, B99 the Company completed a private placement with a media company for the issuance of
200,000 common 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 agreement.



8. SHARE CAPITAL (cont'd)

On August T, 2000, the Company completed a private placement to an investor for the issuance of 16,935 common
shares at $3.72 per share for net cash proceeds of $435,000.

On August 24, 2000, the Company issued D0,000 common shares and D0,000 warrants in exchange for consulting
services. The warrants allow for purchase of the Company’s common stock at $400 per share. The warrants expire
the earlier of one year from the effective date of a Registration Statement registering the underlying shares or two
years from the date of issuance. As of December 31 2000 the warrants had not been registered. The transaction was
recorded at a fair value of $62500 for the common shares based on the closing stock price on the date of the
agreement and $81000 for the warrants which was estimated using the Black- Scholes option pricing model.

[c] Stock options
D99 Incentive Stock Option Plan

The Company’s D99 Incentive Stock Option Plan (‘1999 Plan”) became effective March 1, D99 and entitles
directors, employees and consultants to purchase common shares of the Company.

Under the B99 Plan, a total of 2,000,000 common shares have been authorized for issuance. Options issued
generally begin vesting one year after grant, at which time vesting occurs in equal instalments of one- fifth of the
grant total per year for a period of five years. Options immediately become exercisable once vested. Any options
that do not vest as the result of a grantee leaving the Company are forfeited and the common shares underlying
them are returned to the reserve. The Board has the authority to vary the vesting provisions of grants at its
discretion.

2000 Incentive Stock Option Plan

The Company’s 2000 Incentive Stock Option Plan (2000 Plan”) became effective on November D, 2000, entitles
directors, employees and consultants, to purchase common shares of the Company and is intended to serve in
addition to the D99 Plan.

Under the 2000 Plan, a total of 500,000 common shares have been authorized for issuance. Options issued
generally begin vesting one year after the grant, at which time vesting occurs in equal instalments of one- fifth of
the grant total per year for a period of five years. Options immediately become exercisable once vested. Any
options that do not vest as a result of a grantee leaving the Company are canceled and the common shares
underlying them are returned to the reserve. The Board has the authority to vary the vesting provisions of grants
at its discretion.



8. SHARE CAPITAL (cont'd)

Activity under the D99 and 2000 Plans is set forth below:

Options Outstanding

Shares W eighted
available for Number of Price per average
grant shares share exercise price

Balance at December 31 B98 and B97

Shares authorized 2,000,000

Options granted (1827,800) 1827800 001- 562 $185
Options forfeited 44500 (44,500) 250 - 562 $392
Balance at December 3] D99 256,700 1783,300 001- 444 $180
Shares authorized 500,000

Options granted (586,500) 586,500 059 - 436 $179
Options forfeited 383800 (383,800) 094 - 434 $228
Balance at December 31 2000 54,000 1986,000 001- 444 $170

The weighted average remaining contractual life and weighted average exercise price of options outstanding and of
options exercisable as of December 31 2000 are as follows:

Options Outstanding Options Exercisable
W eighted
average W eighted W eighted
Number of remaining average average
Range of shares contractual exercise Shares exercise
exercise prices outstanding life (years) price exercisable price
$001- 099 708000 364 $0.80 28,280 $094
$101- 199 453500 485 $143 40,700 $157
$201- 299 742,000 425 $2.50 79,600 $252
$301- 499 50,000 468 $334 9,500 $334
$401- 599 32,500 470 $420 4,800 $4.5
1986,000 40 $170 447880 $172

For the year ended December 3] 2000 the Company recorded $43,025 [B99 - $261277; D98 - $nil] in stock
based compensation expense. Of this total, $28925 [B99 - $257,077; 098 - $nil] is a result of options granted to
an employee in 99 with an exercise price less than the market price of the common stock on the date of grant.
The remaining $4,00 [B99 - $4,200; D98 - $nil] is a result of options granted to consultants in exchange for
services which have been measured at fair value on the commitment date.
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8. SHARE CAPITAL (cont'd)

As at December 31 2000, the Company has $I/7535 [B99 - $306,460; 298 - $nil] in deferred compensation to
be expensed in future periods based on the vesting terms of the underlying fixed plan options.

A total of 53800 of the outstanding options are performance based with an exercise price of $094 which vest in
2001 if the Company achieves predetermined annual revenues. These options are classified as variable, whereby,
compensation expense is measured as the excess, if any, of the quoted market price of the Company’s stock at
the measurement date over the amount the employee must pay to acquire the stock. With variable options, the
measurement date is established when it appears probable that the Company will meet the performance targets.
Because of the uncertainty of achieving the annual revenue targets, no compensation expense has been recorded.

Pro forma disclosur e of stock based compensation

Pro forma information regarding results of operations and net income (loss) per share is required by FASB
Statement No. 23 (“SFAS 23" for stock- based awards to employees as if the Company had accounted for such
awards using a valuation method permitted under SFAS 23.

The fair value of the Company’s stock- based awards granted to employees in 2000 and P99 was estimated using
the Black- Scholes option pricing model. The option pricing assumptions include a dividend yield of 0%, a weighted
average expected life of 40 years [B99 - 455 years], a risk free interest rate of 5426 [B99 - 506%] and an
expected volatility of 205% [B99 - BPs]. The weighted average fair value of options granted during 2000 was
$172 [D99 - $170]. For pro forma purposes, the estimated value of the Company’'s stock- based awards to
employees is amortized over the vesting period of the underlying options. The effect on the Company’s net loss
and loss per share of applying SFAS 23 to the Company’s stock- based awards to employees would approximate
the following:

2000 D99 098
$ $ $

Net loss (8,333443) (4,242,533) (49,289)
Compensation expense (778,095) (848,797)
Pro forma net loss (9,11538) (5,091330) (49,289)
Basic and diluted loss per share
As reported (101 (060) 0.04)
Pro forma (10) 0.72) 0.04)




8. SHARE CAPITAL (cont'd)

[d] W arrants

As at December 31 2000, common stock issuable pursuant to warrants outstanding is as follows:

Common
W arrants W arrants shares Exercise
issued exercised issuable price Expiry
# # $ $ date
Series 1warrants 272,727 272,727 330 M arch 31 2005
Series 2 warrants 10,000 10,000 400 August 24, 2002,
or August 24, 2001
if registered
372,727 372,727

[e] Earnings (loss) per share

The following table sets forth the computation of earnings (loss) per share:

2000 D99 D98
$ $ $
Numerator:
L oss before extraordinary items (9,38186) (4,242,533) (49,289)
Net loss (8,333,443) (4,242533) (49,289)
Denominator:
W eighted average number of common shares
used in computation 8,284,867 7,055,b1 3,660,000
Basic and diluted loss per share before
extraordinary items (1B) (060) 0.04)
Basic and diluted loss per share (101 (060) 0.04)

For the years ended December 31 2000, ®99 and 098, all of the Company’'s common shares issuable upon the
exercise of stock options, warrants and other convertible securities were excluded from the determination of diluted
loss per share as their effect would be anti- dilutive.
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9. SEGMENTED INFORMATION

The Company operates in one industry segment and derives its revenue from the following services:

2000 D99 D98
$ $ $
B2B corporate services 2,550,373 1920,052 857,591
ASP financial tools and services 87,728
Enterprise financial website development  1399,507
4,037,608 1920,052 857,591

Revenue from external customers, by country of origin, is as follows:

2000 D99 D98
$ $ $
Canada 3,556,753 1811580 857,591
United States 480,855 08472
4,037,608 1920,052 857,591

During 2000, the Company had three customers whose revenue represented 7%, R% and 126 of total revenue,
respectively. During 99, the Company had one customer whose revenue represented 35% of total revenue. No
other customers represented greater than D% of the revenue in any other year.

Substantially all of the Company’s property and equipment are located in Canada.

D. INCOME TAXES

The Company is subject to United States federal and state income taxes at an approximate rate of 40%. The
Company’s Canadian subsidiary is subject to Canadian federal and provincial combined tax rates of approximately
45%. For B98 and prior years, the Canadian subsidiary qualified as a Canadian Controlled Private Corporation and
was subject to a lower tax rate of 22%. The Canadian subsidiary is no longer eligible for this low tax rate.
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D. INCOME TAXES (cont’d)

The reconciliation of the provision (recovery) for income taxes before the extraordinary gain, at the United States
federal statutory rate compared to the Company’s income tax expense as reported is as follows:

2000 099 D98
$ $ $

Tax expense (recovery) at US. statutory rates (3,753,000) (1698,000) (74,000)
Lower (higher) effective income taxes of

Canadian subsidiary (467,000) (Z0,000) 33,000
Change in valuation allowance 2,348,000 1744,000
Non- deductible expenses 1872,000 24,000 6,08
Income tax provision (recovery) (34,802)

Deferred income taxes reflect the net tax effects of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for income tax purposes. The Company has
recognized a valuation allowance for those deferred tax assets for which it is more likely than not that realization
will not occur. Significant components of the Company’s deferred tax assets as of December 31 are as follows:

2000 099
$ $
Net operating loss carryforwards 3,987,000 1744,000
Property and equipment 105,000
Total deferred tax assets 4,092,000 1744,000
V aluation allowance (4,092,000) (1744,000)

Net deferred tax assets — —




D. INCOME TAXES (cont’d)

The net operating loss carryforwards expire as follows:

$
Canada
2006 2,833,000
2007 3,885,000
6,78,000
us.
208 173,000
2020 183,000
2,306,000
Total 9,024,000

1 COMMITMENTS AND CONTINGENCIES

[a] The Company has operating lease commitments with respect to office premises with minimum annual payments
as follows:

$
2001 348,000
2002 285,000
2003 261000
2004 261000
2005 and thereafter 409,000
1564,000

Rental expense included in general and administrative expenses for the years ended December 31 2000, B99 and
D98 was $371000, $204,000 and $72,000 respectively.
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I COMMITMENTS AND CONTINGENCIES (cont’d)

[b] The Company is currently involved in litigation with a customer to collect amounts owing pursuant to a contract
entered into in September, 2000. The defendant provided a $D0,000 deposit and contracted the Company to
provide certain lead generation services. The Company delivered the requested services throughout October and
November, 2000, however, the defendant defaulted on all additional payments. The Company is suing the
defendant for the $351000 balance owing, plus interest and costs. The defendant has filed a statement of
defense and counterclaim to recover the $D0,000 deposit. No court date has been set at this time. Although
management currently believes the outcome of the litigation will be in the Company’s favour, the results of
litigation are inherently uncertain, and an adverse outcome is possible. The Company has provided a full
allowance for the amount to be collected and any settlement or final award will be reflected in income as the
litigation is resolved.

P. SUBSEQUENT EVENTS

On January 19, 2001, the Company entered into a Securities Purchase Agreement with unaffiliated investors to issue $0.5 million of
unsecured 3% convertible debentures (“ debentures’), and 4-year warrants (“warrants”).

The debentures mature on December 31, 2003 and are convertible into common shares upon the earlier to occur of March 25, 2001, or
the effective date of the registration of the shares issuable upon conversion of the debentures and exercise of the warrants. The
maximum and minimum conversion prices for the debentures are $1.00 and $0.50 respectively. The actual conversion price of the
debentures will be determined upon receipt of a conversion notice and will be the lesser of (a) the maximum conversion price, or (b)
80% of the 2 lowest closing prices of the Company’s common shares during the 10 trading days prior to the date of conversion, but in
no case less than the minimum conversion price. Interest accrues on the debentures at the rate of 3% per annum, and is payable on
each conversion date, at the end of each calendar quarter and at maturity. Interest may be paid in the form of cash or shares at the
Company’ s option.

The warrants were issued on a pro-rata basis, with each note holder receiving one Series A warrant for each dollar of debentures
purchased and three Series B warrants for each five dollars of debentures purchased. The exercise price of the warrants is $1.00 per
share for the Series A warrants and $2.00 per share for the Series B warrants. The warrants permit the holders to acquire up to an
aggregate of 800,000 common shares at any time up to January 31, 2005.
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P. SUBSEQUENT EVENTS (cont’d)

The maximum and minimum conversion prices of the debentures and the exercise price of the warrants are subject to adjustment upon
the happening of certain events, such as the payment of a stock dividend, a stock split, a corporate merger or spin-off, or the issuance
of securities at a price below the conversion price.

The Company has agreed to file a registration statement covering the common shares issuable on exercise of the warrants, the

common shares underlying the convertible debentures, and the common shares issuable, if any, in payment of interest on the
debentures. There was no placement agent in the transaction.
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Item 8. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures

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 exani nation
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 former independent
accountant, which occurred on July 8, 1999. Dale Matheson, Carr-Hi|lton had been principa
i ndependent accountant for Stock Research Group, Inc., which was acquired by us on March
11, 1999. Dale Matheson, Carr-Hilton had performed audit services for the three nost
recent fiscal years ended Decenber 31, 1998, 1997 and 1996, and had expressed unqualified
opi nions on such financial statenments. In connection with those audits and through July
8, 1999, there were no disagreenents between us and Dal e Matheson, Carr-Hilton on any
matter of accounting principles or practices, financial statenment disclosure, or auditing
scope or procedure, which disagreenent, if not resolved to the satisfaction of Dale

Mat heson, Carr-Hilton woul d have caused themto nake reference in their reports to the
subj ect matter of the di sagreenents.

We requested Dal e Matheson, Carr-Hilton to furnish us with a letter addressed to the
Securities and Exchange Conm 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 Form 8K filing made by us regarding this matter on July 7,
1999.

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

Item 9. Directors, executive officers, promoters and control persons; compliance with section 16(a) of
the exchange act.

The following table sets forth, as of Decenber 31, 2000, the nane, age and position of
the Conpany's directors, executive officers and other significant enployees.

Nanme Age Position with the Conpany

Marcus A. New............ 30 Chai rman of the Board; Chief Executive Oficer
David Caddey.............. 51 Di rector

Louis deBoer I1l........... 49 Director

Leslie Landes............ 56 Director, President and Chief Operating Oficer
Craig Faulkner........... 30 Director, Chief Technology Oficer

Li ndsay Myyle, CGA ...... 36 Chi ef Financial Oficer, Secretary & Treasurer

The backgrounds of the Conpany’'s Directors, O ficers and significant enpl oyees are as
fol |l ows:

Mar cus New, Founder, Chairman of the Board and CEO

Marcus New is the founder, and has been Chairman and Chi ef Executive Oficer since My
1995, of Stockgroup. M. New fornmed the vision for Stockgroup in 1995 and devel oped the
conpany froman idea to the goal of becomng a | eader in e-business solutions for
financi al services conpani es and the dom nant single source for snmall cap information on
the Internet. Over the last five years he has grown the conpany by re-investing
internally generated capital and has successfully built a substantial corporate client
roster based on devel opnent of his ideas for Internet marketing. Sinmilar to other
successful Internet pioneers, M. New created Stockgroup based on identification of the
ways in which the Internet could be used to provide services that were not otherw se
available. M. New is also a director of several other private and public conpani es.

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

Davi d Caddey has been a Director of Stockgroup since May 1995 and has over 26 years
experience in the business and program managenent field. Since July 1998 he has served as
an Executive Vice President of MacDonald Dettwi | er and Associates Ltd., a space
technol ogy and satellite services conpany that designs, manufactures, operates and

mar ket s a broad range of space products and services. During this period he has al so
served as the General Manager of that conpany’s Space M ssions Group where he is
responsi bl e for managi ng the construction of the Radarsat-2 spacecraft and associ ated
ground infrastructure program valued at over $350 mllion, as well as the construction
of the Space Station Mbile Servicing System FromJuly 1994 to June 1998, M. Caddey
wor ked as a Vice President and General Manager of the Space and Defense Systens Business
Area of MacDonal d Dettwi |l er and Associates Ltd.. In 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 Ceo-information
Systens of MacDonald Dettw |l er and Associates Ltd., where he managed the devel opnent of
Radarsat | G ound Segnent Program

Loui s deBoer Il, Director

Loui s de Boer has served as a director of Stockgroup since October 1999. Since May 1998,
he has served as President of MediaFutures, Inc., which provides consulting services to
clients in the Internet and cabl e broadcasting industries, including such conpanies as
Hear st New Medi a, Cox Enterprises, Rainbow Programrng as well as several energing growth
conmpani es. From June 1996 to April 1998, he was Chief Executive O ficer at New Century
Net wor k, an online conpany formed by a consortium of the nine |eading US newspaper

organi zati ons, including, Advance Commruni cations, Cox Conmuni cations, The Chicago
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Tri bune, Hearst, Gannett, Knight-Ridder, Inc., The New York Times, The Washi ngton Post
and Times-Mrror. At New Century Networks, M. de Boer nmamnaged the team of experts that
aggregated content and marketed and sold space to over 150 newspaper Web sites. From 1977
to Decenber 1994, M. de Boer was enployed at HBO culminating in the positions of
Executive Vice President of HBO Inc. and President of its International division, where
he played an instrunental role in hel ping negotiate and broker deals that significantly

i ncreased that conpany’s presence in its international markets. M. de Boer is also a
director of Click TV, an online television |istings service, and Nextplay, both of which
are public conpani es.

Leslie A Landes, Director, President and Chief Operating Oficer

Leslie Landes has served as Stockgroup’s President and Chief Operating Oficer since
August 1998 and has been an advisor to Stockgroup since its inception. Since January
1992, M. Landes has served as the President and as a director of Landes Enterprises
Limted, which he founded, and which is an interimturnaround nmanagement consulting
conpany that advised and counseled clients in several industries, including

t el ecomruni cati ons and technol ogy on issues ranging from nmergers and acquisitions to

i nternational marketing canpaigns. Prior to form ng Landes Enterprises in 1992 M. Landes
spent 13 years with the Jim Pattison G oup, Canada's third |argest privately held conpany
with sales in excess of CDN$3 Billion, with over 13,000 enpl oyees. He served as President
of The Jim Pattison Sign G oup, Qutdoor G oup, 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 Group’s acquisitions and divestitures, and
with involvenment in the managenent of the Group’s 50 diversified conpanies. He
successfully initiated and conpl eted the acquisitions of other conpanies in a nunber of

di verse industries in which the Goup was active. Under his direction the Sign G oup was
built into the largest electric sign conpany in the world. M. Landes is also a director
of TIR Systens Ltd., a lighting technol ogy conpany, which is a public conpany.

Crai g Faul kner, Director, Chief Technol ogy Oficer

Crai g Faul kner has served as Stockgroup’s Chief Technical O ficer and as a nenber of

St ockgroup’s board of directors since January 1995. Early in his career with Stockgroup
M. Faul kner | ed Stockgroup to co-devel op one of the first portfolio tracking tools,

Li vequot eSRG. M. Faul kner manages the programr ng and informati on nmanagenent team at

St ockgroup, initiates solutions with data and hardware vendors, while maintaining a
seni or managenent role and board nenbership. Under M. Faul kner’s direction, Stockgroup
has i npl emented a sophisticated blend of both Sun Solaris and M crosoft NT sol utions.
Stockgroup's main site is hosted on IBM Netfinity servers, while client sites are hosted
on Sun Enterprise machines.

Li ndsay Moyl e, CGA, Chief Financial Oficer, Secretary and Treasurer

Li ndsay Moyl e has served as the Chief Financial Oficer of Stockgroup since May 2000.
From July, 1995 to April, 1999 he was the Chief Financial Oficer of NIS Conputer
Systens, a publicly traded specialty conputer manufacturer, where he hel ped the conpany
grow from annual revenues of CDN$1 MIlion to CDN$35 MI1lion

Item 10. Executive Compensation

The foll owi ng sunmmary conpensation table reflects all conpensati on awarded to, earned by,
or paid to the Chief Executive Oficer and the President for all services rendered to the
Conmpany in all capacities during each of the years ended Decenmber 31, 1998, 1999 and
2000. None of the other executive offices received salary and bonus exceedi ng $100, 000
during those years.

Summary Conpensati on Tabl e

Securities Al Oher
Name and Principal Position Year Sal ary Under |l ying Conpensati on



$ Options (#) $

Mar cus New 1998 $ 40, 192 0 $ 0
Chi ef Executive O ficer, 1999 $ 111,073 325, 000 $ 0
Chai rman and Director 2000 $ 147,460 0 $ 0
Lesli e Landes 1998 $ 38, 781 0 $ 0
Presi dent & 1999 $ 122,654 745, 800 $ 0
Chi ef Operating Oficer 2000 $ 145,668 0o $ 0

No Bonuses were paid to naned executive officers in any of the above years. No Restricted
St ock Awards, SAR s, or LTIP's were awarded to named executive officers in any of the
above years.

No stock options were granted to any of the nanmed executive officers during 2000 for
services rendered to Stockgroup

The foll owing table sunmari zes the option holdings of the naned executive officers as at
December 31, 2000:

AGGREGATED OPTI ON EXERCI SE I N LAST FI SCAL YEAR AND FI SCAL YEAR END OPTI ON VALUES

Nunber of Shares Val ue of Unexercised
under | yi ng I n-t he—Money
Unexerci sed Options Options at

At Decenber 31, 2000 Decenmber 31, 2000

Nane Shar es
acqui red Val ue Exer - Unexer - Exer - Unexer -
on Exercise Realized ci sabl e ci sabl e ci sabl e ci sabl e
Mar cus New 0 0 65, 000 260, 000 $ 0 $ 0
Lesli e Landes 0 0 0 105, 000 $ 0 $ 64,575
Lesli e Landes 0 0 213, 280 373,720 $ 0 $ 0

Directors' Conpensation

St ockgroup conpensates its outside Directors by issuing each one options to acquire
shares of commmon stock which fully vest after one year of service on the board of
directors. M. David Caddey was granted 20,000 such options on March 11, 1999 that have
an exercise price of $2.50 per share and becane fully vested and exerci sable on March 11
2000. M. Louis deBoer Il was granted 20,000 such options on October 7, 1999 which have a
exercise price of $2.75 per share and becane fully vested and exerci sabl e on October 7,
2000. M. David Caddey and M. Louis deBoer Il were granted 50,000 additional options
each on Novenber 8, 2000 that have an exercise price of $1.00 per share and becone fully
vested and exerci sable on Novenmber 8, 2001

Enmpl oyment and Severance Agreenent

St ockgroup has an enpl oynent agreenent with the President Leslie Landes. This agreenent
was signed on August 4, 1998 and has a termof 5 years. Under the agreenent M. Landes is
schedul ed to receive conmpensation of $150,000 per annum The agreenent may be term nated
by Stockgroup or M. Landes on 30 days notice, and if termination is initiated by

St ockgroup, M. Landes is to receive a severance paynent equal to 12 nonths conpensation

Item 11. Security Ownership of Certain Beneficial Owners and Management

The following table sets forth as of Decenber 31, 2000 the beneficial ownership of conmon
stock of each person known to the Conpany who owns nore than 5% of issued and outstandi ng
conmon st ock
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Nanme and address* of Ampbunt and Nature Per cent of

Beneficial Oamner of Beneficial Owership Cl ass

Mar cus New 2,803, 500 33.11%
Yvonne New 2,666, 500 31. 49%
518464 B.C. Ltd. 2,245, 000 26.51%
Crai g Faul kner 834, 000 9.84%
569358 B.C. Ltd. 665, 000 7.85%

*Unl ess ot herwi se referenced, the address for each of the above nentioned parties is c/o
St ockgroup. com Hol di ngs, Inc. Suite 500 — 750 West Pender Street, Vancouver, B.C. Canada
V6C 2T7.

On March 11, 1999, Stockgroup entered into a Share Exchange and Share Purchase Agreenent
with 579818 B.C. Limted, a British Colunbia wholly-owned subsidiary; Stock Research
Group, Inc., a British Colunbia corporation; and all of the sharehol ders of Stock
Research Group. Under that Agreenent the Conpany acquired all of the issued and

out st andi ng shares of Stock Research G oup, in consideration of which 579818 B.C. Linmted
i ssued to the Stock Research G oup sharehol ders 3,900,000 Class A Exchangeabl e Shares.

St ockgroup al so issued to Stock Trans, Inc., its transfer agent, 3,900,000 shares of
common stock, to hold as trustee for the benefit of the Stock Research G oup

shar ehol ders. The exchangeabl e shares may be converted, at the option of the holder, into
an equal nunber of shares of commopn stock held by the trustee. Pending any such
conversion, each hol der of the exchangeabl e shares nmay direct the trustee to vote an

equi val ent number of shares of common stock. The trustee has no discretion as to voting
or disposition of common stock.

As a result of these transactions, each of the former Stock Research Group sharehol ders
has the right to vote, or to direct the trustee to vote on their behalf, a nunber of
shares of common stock equal to the nunber of exchangeabl e shares held of record by them
In the aggregate, shares of comopn stock issued to the trustee represent

approxi mat el y46. 06% of i ssued and out standi ng shares of comopn stock.

The trust created by these transactions will continue until the earliest to occur of the
foll owi ng events:

O no outstandi ng exchangeabl e shares are held by any former Stock Research G oup
shar ehol der;

O each of 579818 B.C. Limted and Stockgroup acts in witing to termnate the trust and
such term nation is approved by the holders of the exchangeabl e shares; and

O Decenber 31, 2098.

O the amount shown for Marcus New, 50.15% (or 1,372,500 shares) of the exchangeabl e
shares are owned by Yvonne New, M. New s wife.

M. Marcus New owns directly 171,500 Exchangeabl e shares and his wi fe, Yvonne New, owns
directly 250,000 exchangeabl e shares. They both indirectly, through 518464 B.C. Ltd., a
British Col unbia conpany owned by M. New as to 50% and his wife Yvonne New as to 50%
2,245,000 exchangeabl e shares. Accordingly, Marcus and Yvonne New beneficially own
2,666, 500 exchangeabl e shares of comon stock, which represent approxi mtely 31.49% of

i ssued and out standi ng conmon st ock.

In addition to this anpunt, 70,000 shares are held in trust for the benefit of M. New.
This trust is a non-voting trust. M. New also owns 2,000 shares of comon stock which
were purchased in the open narket. M. New was al so granted options to purchase 325, 000
shares of common stock at an exercise price of $2.50 per share. The initial vesting of
65, 000 options took place on March 11, 2000. In conbination with M. New s 2,666, 500
exchangeabl e shares, 2,000 shares of commn stock, and 70,000 shares of conmon stock held
in trust, these 65,000 optioned shares, which are exercisable, create a benefici al
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ownership position in the conpany of 2,803,500 shares representing approxinmately 33.11%
of issued and outstandi ng conmon st ock.

O the ampbunt shown for Craig Faul kner, M. Faul kner owns directly 169, 000 exchangeabl e
shares and indirectly, through 569358 B.C. Ltd., a British Colunbia conpany owned by M.
Faul kner, 665, 000 exchangeabl e shares. M. Faul kner has al so been granted options to
acquire 195,000 shares of conmpbn stock at an exercise price of $2.50 per share. M.

Faul kner was granted these options on March 11, 1999. The options have a five-year term
and vest 20% per year. The initial vesting of 39,000 options took place on March 11,
2000. In conmbination with his direct and indirect holdings of 834,000 exchangeabl e
shares, M. Faul kner beneficially owns 873,000 shares representi ng approximately 10.30%
of issued and outstandi ng conmon st ock.

Security Ownershi p of Managenent

The tabl es bel ow and the paragraphs that follow present certain information concerning
directors, executive officers and significant enployees. M. David Caddey is M. Marcus
New s wife's uncle. Qther than this relationship, none of the Conpany’'s directors,
executive officers or significant enployees has any fanm ly relationship with any ot her
director, executive officer or significant enployee.

Nanme Age Position with Conpany Executive Shar es Per cent
O ficer / Beneficially of
Di rector Owned Cl ass
Si nce Dec 31 2000
Directors:
Mar cus A. New 30 Chai rman of the Board,
Chi ef Executive Oficer,
Director 05/ 04/ 95 2,803, 500 33. 11%
Craig D. Faul kner 30 Chi ef Technol ogy O ficer,
Director 05/ 04/ 95 834, 000 9. 84%
Lesli e Landes 56 Presi dent,
Chi ef Operating Oficer,
Director 08/ 04/ 98 213, 280 2.51%
Davi d Caddey 51 Director 05/ 04/ 95 80, 000 0. 94%
Loui s deBoer 11 47 Director 10/ 07/ 99 20, 000 0.23%

All Directors, Executive Oficers and
Signi ficant enpl oyees as a group 3,950, 780 46. 65%

O the amount shown for M. Caddy, 50% (or 30,000 shares) are owned by Ms. Donna Caddey,
M. Caddey's wife.

M. David Caddey and his w fe, Donna Caddey, each own directly 20,000 exchangeabl e
shares. In addition, 20,000 shares of comopn stock are owned jointly by David and Donna
Caddey. Accordingly, M. and Ms. Caddey beneficially owns 60,000 shares of comopn stock
whi ch represents approximately 0.71% of issued and outstandi ng conmon stock. M. Caddey
has been granted options to purchase 20,000 shares of commpn stock at an exercise price
of $2.50 per share. M. Caddey was granted these options on March 11, 1999. The options
have a six-year termand full vesting of the 20,000 options took place on March 11, 2000
and the beneficial ownership calculation here includes 20,000 shares of conmon stock
underlying these options. On Novenber 8, 2000, M. Caddey was granted further options to
purchase 50, 000 shares of common stock at an exercise price of $1.00 per share, with a
five-year termand full vesting on Novenber 8, 2001. In conmbination with his direct and
i ndi rect hol di ngs of 40,000 exchangeabl e shares and direct and indirect hol di ngs of

20, 000 shares of common stock, M. Caddey beneficially owns 80,000 shares representing
approxi mately 0.94% of issued and outstandi ng commopn st ock



M. Leslie Landes has been granted options to purchase 692,000 shares of commpn stock at
a price of $0.01 per share as to 105,000 shares and $0.94 per shares as to the bal ance.
M. Landes was granted these options on March 11, 1999. The options may be exercised, to
the extent vested, only after August 1, 2000. As at August 1, 1999, 106, 640 of the
options had vested. As at August 1, 2000, a further 106,640 of the options had vested. In
addi tion, 53,800 of M. Landes' options to purchase shares at a price of $0.94 will vest
and be exercisable only if Stockgroup attains sales performance | evels of $28,500,000 in
the fiscal year ending Decenmber 31, 2001. As at Decenber 31, 2000, M. Landes’ options
provi de himw th beneficial ownership of 213,280 of issued and outstandi ng commpn stock

M. Louis deBoer |1, has been granted options to purchase 20,000 shares of commpn stock
at an exercise price of $2.75 per share. M. deBoer was granted these options on Cctober
7, 1999. The options have a six-year termand full vesting of the 20,000 options occurred
on Cctober 7, 2000. On Novenber 8, 2000, M. deBoer was granted further options to

pur chase 50, 000 shares of common stock at an exercise price of $1.00 per share, with a
five year termand full vesting on Novenber 8, 2001. As at Decenber 31, 2000, M.
deBoer’s options provide himw th beneficial ownership of 20,000 shares of comon stock
representing 0.24% of issued and outstandi ng comopn st ock

M. Myle was granted options to acquire 25,000 shares at an exercise price of $1.56.
These options were granted to M. Myle on August 23, 2000, have a six-year term and vest
as to 20% per year starting August 23, 2001. As at Decenber 31, 2000, M. Myle's vested
options are nil

Item 12. Certain Relationships and Related Transactions

During the |ast two years, there have been no transactions or proposed transactions to
whi ch the Conpany was or is to be a party, in which any persons as set out by item 404 of
Regul ation S-B had or is to have a direct or indirect material interest.

Part IV

Item 13. Exhibits, Financial Statement Schedules, and Reports on Form 8-K

EXHI 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 Incentive Stock Option Plan — incorporated by reference to Form S-8
filed Novenmber 16, 1999

4.2 Convertible Notes and Warrants Agreenent dated March 31, 2000 -
i ncorporated by reference to Form SB 2 and SB-2/ A
filed May 26, 2000 and August 1, 2000 respectively

4.3 Securities Purchase Agreement dated January 19, 2001 - incorporated by
reference to Form 8K filed January 30, 2001

9.1 Exchange and Voti ng Agreenent incorporated by reference to Form 8K
filed March 19, 1999



13.

13.

13.

16.

18.

22.

22.

23.

27.

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

Forms 10KSB and 10KSB/ A for the year ended Decenber 31, 1999 -

i ncorporated by reference to filings nmade on March 30, 2000 and May 1,
2000 respectively.

Forms 10QSB for the quarters ended March 31, 2000, June 30, 2000 and
Sept enber 30, 2000 — incorporated by reference to filings made on

May 5, 2000, August 14, 2000, and Novenber 14, 2000 respectively

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

Letter regardi ng change in accounting nethod — filed herewith bel ow as
Item 18. 1

Publ i shed report regarding matters subnitted to vote — incorporated by
reference to Form DEF 14A filed Septenber 10, 1999

Publ i shed report regarding matters submitted to vote — incorporated by
reference to Form DEF 14A filed October 16, 2000

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

Fi nanci al data schedule — filed herewith bel ow

No reports on Form 8-K have been filed within the | ast quarter of the period covered by

this report.



Signatures

Pursuant to the requirenments of the Securities Exchange Act of 1934, the Registrant has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
aut hori zed.

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

Dat ed: WMarch 19, 2001
By:

/sl  Marcus A. New

Marcus A. New, Chairman, Chief Executive Oficer

/s/ David Caddey

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

/sl Lindsay Myle, CGA

Li ndsay Moyl e, CGA, Chief Financial Oficer
Secretary and Treasurer



Exhibit 18.1

March 16, 2001

Lindsay Moyle

Chief Financial Officer
Stockgroup.com Holdings, Inc.
500-750 West Pender Street
Vancouver, B.C.

V6C 2T7

Dear Sir:

Note 2 of the Notes to the Consolidated Financial Statements of Stockgroup.com Holdings, Inc. included in its
Form 10-KSB for the year ended December 31, 2000 describes a change in the method of accounting for the
depreciation of property and equipment.

For the year ended December 31, 1999, property and equipment were depreciated at the following annual rates
and methods: computer equipment at 30% declining balance, computer software at 100% straight line, office
furniture and equipment at 20% declining balance and leasehold improvements at straight line over the lease
term. For al property and equipment, one half of the above rates were applied in the year of acquisition. For
the year ended December 31, 2000, the depreciation method has changed to the following annual rates and
methods. computer equipment at 5 years straight line, computer software at 2 years straight line, office furniture
and equipment at 5 years straight line and leasehold improvements at straight line over the lease term. For all
property and equipment, depreciation begins in the month of acquisition with no one-half provision in the year
of acquisition.

There are no authoritative criteriafor determining a ‘ preferable’ depreciation method based on the particular
circumstances; however, we conclude that such change in the method of accounting is to an acceptable
alternative method which, based on your business judgment to make this change and for the stated reason, is
preferable in your circumstances.

Very truly yours,

/s Emst & Young LLP

Ernst & Young LLP

57



Item 23.1 Consent of independent auditors

We consent to the incorporation by reference in the Registration Statenent (Form S-8 No.
33-91043) pertaining to the 1999 Incentive Stock Option Plan As Anended and in the

Regi stration Statenent (Form SB-2/A No. 33-37938) of Stockgroup.com Holdings, Inc. and in
the rel ated prospectuses, of our report dated February 21, 2001, with respect to the
consol idated financial statenents of Stockgroup.com Hol dings, Inc. included in the Annua
Report (Form 10-KSB) for the year ended Decenber 31, 2000.

/'s/ ERNST & YOUNG LLP
Vancouver, Canada,

March 19, 2001. Chartered Accountants
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<TYPE>EX- 27

<SEQUENCE>2

<DESCRI PTI ON>FI NANCI AL DATA SCHEDULE
<TEXT>

<TABLE> <S> <C

<ARTI CLE> 5

<S> <C
<PERI OD- TYPE> 12- MOS
<FI SCAL- YEAR- END> DEC- 31- 2000
<PERI OD- START> JAN- 01- 2000
<PERI OD- END> DEC- 31- 2000
<CASH> 338, 448
<SECURI Tl ES> 0
<RECEI VABLES> 218, 810
<ALLOWANCES> 0
<I NVENTORY> 0
<CURRENT- ASSETS> 673, 385
<PP&E> 529, 854
<DEPRECI ATI ON> 205, 139
<TOTAL- ASSETS> 1, 203, 239
<CURRENT- LI ABI LI TI ES> 3,849, 168
<BONDS> 0
<PREFERRED- MANDATORY> 0
<PREFERRED> 0
<COVMMON> 7,286, 983
<OTHER- SE> (9,932, 912)
<TOTAL- LI ABI LI TY- AND- EQUI TY> 1, 203, 239
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<TOTAL- COSTS> 7,788,782
<OTHER- EXPENSES> (4, 454)
<LCSS- PROVI SI ON> 0
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<DI SCONTI NUED> 0
<EXTRAORDI NARY> 1, 048, 373
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<NET- | NCOVE> (8, 333, 443)
<EPS- PRI MARY> (1.01)
<EPS- DI LUTED> (1.01)
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