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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (unaudited)

St ockgroup I nformation Systens |nc.

CONSOLIDATED BALANCE

SHEETS

(UNAUDI TED - Expressed in U S. Dollars)

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

ASSETS
CURRENT
Cash and cash equival ents
Mar ket abl e securities

June 30,
2002

$ 146, 307
13, 269

Accounts receivable [net of allowances for doubtful

accounts of $49,863; Decenber 31, 2001 $92, 331]
Prepai d expenses (note 8)

TOTAL CURRENT ASSETS
Property and equi pnment, net (note 8)

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

Bank i ndebt edness
Account s payabl e
Accrued payroll liabilities
Def erred revenue
Current portion of capital |ease obligation
Not es payabl e and accrued interest (note 9)
Current portion of convertible notes (note 2)
Warrants liability (note 4)

TOTAL CURRENT LI ABILITIES
Capital |ease obligation
Convertible notes (note 2)
Convertibl e debentures (note 3)

TOTAL LI ABI LI TIES
COWM TMENTS AND CONTI NGENCI ES (note 7)

SHAREHOLDERS' EQUI TY ( DEFI Cl ENCY)
COMMON STOCK, No Par Val ue (note 5)
Aut hori zed shares - 75, 000, 000
| ssued and out standi ng shares - 15,875, 768;
10, 131, 260 at Decenber 31, 2001
ADDI TI ONAL PAI D-I N CAPI TAL
ACCUMULATED DEFICI T

TOTAL SHAREHOLDERS' EQUI TY ( DEFI CI ENCY)

The Acconpanying Notes Are An
Of These Unaudited Financi al

<PAGE>

162, 206
213, 410

$ 8, 865, 322
2,796, 082
(12, 848, 392)

$(1, 186, 988)

ntegral Part
St at ement s.

Decenmber 31,
2001

$ 126, 618
21,814

173, 105
60, 465

2,509, 236
110, 000

$ 3,385, 366
11, 231

$ 7,969,090
2,422,014
(13, 134, 706)

$ (2,743, 602)



REVENUE

Revenues
Cost of

Gross profit

St ockgroup I nformation Systens |nc.
CONSOLIDATED STATEMENTS OF OPERATIONS

( UNAUDI TED -

revenues

Thr ee Mont hs
Ended June
30, 2002

EXPENSES

Sal es and marketi ng

Pr oduct
Cener al

devel opnent
and adm ni strative

LOSS FROM OPERATI ONS

I nt er est
I nt er est

i ncone
expense

Loss on warrants liability

O her

i ncome and (expense)

NET LOSS BEFORE EXTRAORDI NARY
| TEMS

Cunul ative effect of change in
accounting principle
Extraordi nary gain on

restructuring of convertible

notes (note 2)

NET | NCOMVE ( LOSS)

BASI C AND DI LUTED EARNI NGS

(LCOSS) PER SHARE

| oss before extraordi nary
itenms

Cunul ati ve effect
accounting principle

Extraordi nary gain on resructuring
of convertible notes

Net

Net

i ncome (Il oss)

of change in

Wei ght ed average shares
out standi ng for the period

<PAGE>

The Acconpanying Notes Are An Integra
O These Unaudited Financia

$ (331, 194)
22
(38, 061)

$ (370, 904)

$ (0.03)
0. 00

$ 0. 00
$ (0.03)
13, 841, 482

Thr ee Mont hs
Ended June
30, 2001

$ (476, 251)

1,115
(102, 024)

$ (570, 258)

413, 546

$ (0.07)
0.05

$ 0. 00
$ (0.02)
8, 693, 118

Expressed in U S. Dollars)

Si x Mont hs
Ended June
30, 2002

$ (527, 299)

168
(222, 420)
(55, 000)

2,279

$  (802,272)

1, 088, 586

$ 286, 314

$ (0. 06)

0. 00

$ 0. 09

$ 0.02

12,317,576
Part

St at ement s.

Si x Mont hs
Ended June
30, 2001

735, 453

$ (738, 523)

2,705
(198, 727)

$ (908, 939)

413, 546

$ (0.11)
0.05

$ 0. 00
$ (0. 06)
8, 604, 765



St ockgroup I nformation Systens |nc.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDI TED - Expressed in U S. Dollars)

OPERATI NG ACTI VI TI ES

Net i nconme (Il oss)

Add (deduct) non-cash itens
Anortization

Loss on warrants liability

Bad debt expense

St ock based conpensati on

Mar ket abl e securities
Accounts receivabl e
Prepai d expenses
Account s payabl e

Def erred revenue

FI NANCI NG ACTI VI TI ES

Repayment of convertible notes

Repaynment of bank indebtedness

I NVESTI NG ACTI VI TI ES
Property and equi pment (net)

Si x Mont hs
Ended June

30, 2002
286, 314
76, 399
Loss on disposition of property and equi prment -
Anortization of deferred financing costs -
Extraordinary gain on restructuring of convertible notes (1, 088, 586)
55, 000
Ef fective interest on convertible notes and debentures 212,539
Currul ati ve change in accounting principle -
(42, 468)
Common stock and equival ents issued for services 167, 500
38,878
(294, 424)

Net changes in non-cash working capital

8, 545
53, 367
(75, 747)
(82,776)
Accrued payroll liabilities (64, 166)
Accrued interest on notes payable 1,018
123,761
CASH PROVI DED BY (USED I N) OPERATI ONS (330, 422)
I ssuance of common stock and warrants (net) 390, 920
| ssuance of convertible debenture (net) -
| ssuance of notes payable (net) -
(23, 340)
Repaynment of capital |ease obligation (4,062)
(2,717)
CASH PROVI DED BY (USED I N) FI NANCI NG 360, 801
(10, 690)
Proceeds on di sposition of property and equi prment -
CASH PROVI DED BY (USED I N) | NVESTI NG (10, 690)
| NCREASE ( DECREASE) | N CASH AND CASH EQUI VALENTS 19, 689
Cash and cash equi val ents, begi nning of period 126, 618
146, 307

CASH AND CASH EQUI VALENTS, END OF PERI OD

<PAGE>

The Acconpanying Notes Are An Integral Part
OF These Unaudited Financial Statenents.

Si x Mont hs
Ended June
30, 2001

(495, 393)

98, 805
7,896
2,208

189, 548
(413, 546)
5, 851
9, 690
69, 260

(524, 929)

(76, 652)
32, 550
(317, 913)
11, 030
752

18, 101

73, 993
479, 960
69, 444

(1,015)
(3, 700)

23,074

338, 448



St ockgroup I nformation Systens |nc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Six Months Ended June 30, 2002
( UNAUDI TED)

1. NATURE OF BUSI NESS AND BASI S OF PRESENTATI ON

St ockgroup Information Systens Inc. (the “Conpany”) is a financial nmedia and technol ogy
conpany that provides various financial software solutions, tools, content and services to
medi a, corporate, and financial services conpani es. The Conpany enpl oys proprietary
technol ogi es that enable its clients to provide financial data streans and news conbi ned
wi th fundanental, technical, productivity, and disclosure tools to their custoners,

shar ehol ders, and enployees in a cost effective manner. The Conpany al so provi des |nternet
comuni cations products for publicly traded compani es and an online research center for
the investment conmunity through its www smal | capcenter.com financial web site.

The Conpany was i ncorporated under the | aws of Col orado on Decenber 6, 1994.

The acconpanyi ng i nteri munaudited consolidated financial statenents have been prepared in
accordance with generally accepted accounting principles for interimfinancial information
and with the instructions to Form 10-QSB and Item 310(b) of Regulation S-B. Accordingly,
they do not include all of the information and footnotes required by generally accepted
accounting principles for conplete financial statements. In the opinion of managenent, al
adj ustnments (consisting of normal recurring accruals) considered necessary for a fair
presentation have been included. Operating results for the three-nmonth and six-nonth
peri ods ended June 30, 2002 are not necessarily indicative of the results that may be
expected for the year ended Decenber 31, 2002.

The bal ance sheet at Decenber 31, 2001 has been derived from the audited financia
statements at that date but does not include all of the information and footnotes required
by general ly accepted accounting principles for annual financial statenents.

These interim financial statenents should be read in conjunction with the consolidated
financial statenments and footnotes thereto included in the Conpany’s annual report on Form
10-KSB for the year ended December 31, 2001

These financial statenents have been prepared by managenent in accordance with accounting
principles generally accepted in the United States on a going concern basis, which
contenplates the realization of assets and the discharge of liabilities in the norma
course of business for the foreseeable future.

The Conpany incurred a loss before extraordinary items of $802,272 for the six nonths
ended June 30, 2002, has an accunul ated deficit of $12,848,392 and had a working capita
deficiency of $363,525 as at June 30, 2002. These factors raise substantial doubt about
the Conpany’s ability to continue as a going concern. Managenent has been able, thus far,
to finance the |losses, as well as the growmh of the business, through a series of equity
and debt private placenments. Managenent expects that revenues resulting from current
operations will increase which should allow the Conpany to continue profitable operations
and positive cash flows in 2002. The Conpany 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 Conpany will be successful in achieving its goals.

In view of these conditions, the ability of the Conpany to continue as a going concern is
uncertain and dependent upon achieving a profitable | evel of operations and on the ability
of the Conpany to obtain necessary financing to fund ongoing operations. Managenent
believes that its current and future plans provide an opportunity to continue as a going
concern. These financial statenents do not give effect to any adjustnments which would be
necessary should the Conpany be unable to continue as a going concern and therefore be
required to realize its assets and discharge its liabilities in other than the nornmal
course of business and at amounts different from those reflected in the acconpanying
financi al statenents.
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2. CONVERTI BLE NOTES

June 30, 2002 Decenmber 31, 2001
Convertible notes, maturing Decenber 31, 2005
Princi pal $ 1,800, 660 $ 1, 924, 000
Prepaynment prem um - 288, 600
I nt er est - 296, 636
Unanorti zed debt di scount (203, 798) -
Subt ot al $ 1,596, 862 $ 2,509, 236
Current portion 156, 660 2,509, 236
Long term portion 1, 440, 202 -

On February 6, 2002 the Conpany and note hol ders reached an agreement to restructure the
terms and conditions of the existing convertible notes and call able warrants.

The note holders agreed to waive the 15% prepaynent prem um of $288,600 and the accrued
interest to date of $315,000 and i nmedi ately converted $100, 000 of the principal bal ance
due into 666, 700 commpn shares of the Conpany at a conversion price of $0.15. The
remai ni ng principal balance of $1,824,000 matures on Decenber 31, 2005. The notes are
non-i nterest bearing and are convertible into common shares at the option of the hol der at
any time at a fixed conversion price of $0.50 through to Decenber 31, 2003. From January
1, 2004 to Decenber 31, 2005, or sooner in the event of a default on any mandatory paynent
descri bed bel ow, the notes bear interest at 8% and are convertible into commopn shares at
the option of the holder at any time at a conversion price equal to the | esser of (i) the
initial conversion price of $0.50 and (ii) 88% of the average of the 5 | owest closing
prices of the Conpany's common shares during the 30 tradi ng days prior to the date of
conver si on.

The restructured agreenent provides for $300, 000 of nmandatory paynents through to Decenber
31, 2004. A one-tinme payment $100,000 was paid in tw parts, of which $23,340 was paid on
June 28, 2002 and $76,660 was paid on July 12, 2002. Separate paynents of $20,000 are due
at the end of each of the following ten quarters through to Decenber 31, 2004. |If
applicable, the Conpany will also provide mandatory paynents of 20% of the gross proceeds
rai sed fromany common stock or common stock equival ent financing in excess of $2,000, 000
in 2002 and 20% of the gross proceeds raised fromany common stock or comopn stock

equi val ent financing in excess of $500,000 in 2003.

The restructuring resulted in an extraordi nary gain of $1,088,586 consisting of $603, 600
for the wai ved prepaynment prem um and accrued interest, $247,222 for the repurchase of the
beneficial conversion feature and $237,764 for the debt discount representing the

di fference between the fair value of the notes at a market interest rate of 8% and the
face value of the notes which are non-interest bearing through to Decenber 31, 2003. The
debt di scount of $237,764 is subject to accretion over the interest-free period ending
Decenber 31, 2003.

The callable warrants permt the holders to acquire up to 181,818 commopn shares at an
exercise price of $3.00 at any tinme up to March 31, 2005. The warrants may be called by
the Conpany, at a purchase price of $.01 per underlying share, if the stock price of the
Conpany's common shares exceeds $6.00 for any 20 consecutive tradi ng days, provided that
the hol ders have the right to exercise the warrants within 30 days after their receipt of
such a call.

3. CONVERTI BLE DEBENTURES
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On March 15, 2002, the Conmpany and the 3% convertibl e debenture hol ders agreed to an
anmendnent to the original Securities Purchase Agreenent. The debenture hol ders agreed to
i medi ately convert the $200, 000 outstanding principal and $6,904 accrued interest into
413,808 common shares of the Conpany at the m ni mum conversion price of $0.50. The
conversion resulted in the inmedi ate recognition of $135,503 in interest expense rel ated
to the previously unanortized debt di scount and beneficial conversion feature.

The Conpany agreed to nodify the existing terns of the Series A and B warrants. The
exercise price of the Series A warrants has been reduced from $1.00 to $0.25. The exercise
price of the Series B warrants has been reduced from $2.00 to $0.50. The expiry date for
both the Series A and B warrants has been extended to July 31, 2005 from Decenber 31

2004. The reduction in the exercise price and extension of the expiry date of the warrants
is accounted for as an inducement to convert the convertible debentures. The fair val ue of
the warrants after the conversion was $24, 000 greater than the fair value of the warrants
prior to conversion and this excess fair value was recorded as interest expense on the
conversion date.

4. WARRANTS LI ABI LI TY

The Emergi ng | ssues Task Force Abstract No. 00-19, Accounting for Derivative Financia

I nstrunents I ndexed to, and Potentially Settled in, a Conmpany's Owm Stock ("EITF 00-19")
became applicable to the Conpany's warrants on June 30, 2001. EITF 00-19 requires the
Conpany to eval uate whether a sufficient nunber of authorized and uni ssued shares exists
at each reporting date to control settlenment by delivering shares. |In that eval uation,
t he Conpany nust conpare the nunber of authorized but unissued shares, |ess the maximum
nunber of shares that could be required to be delivered under existing convertible debt,
stock option and warrant agreements with the maxi num nunber of shares that could be

required to be delivered on net share settlenent of the warrants. |[If the Conpany does not
have a sufficient nunmber of authorized but unissued shares at the reporting date then the
share settlenent is not within the control of the Conpany and the warrants will be

presented as a liability.

As at Decenber 31, 2001, the Conpany could not denonstrate they had a sufficient nunber of
aut hori zed but uni ssued shares to share settle all of the outstanding warrants if

exerci sed and the $110,000 fair value of the warrants was classified as a current
liability. As a result of the February 6, 2002 restructuring of the convertible notes and
cal |l able warrants, the Conpany coul d denonstrate they had a sufficient nunber of

aut hori zed but uni ssued shares to settle all of the outstanding warrants if exercised and
the $165,000 fair value of the warrants was reclassified as equity. The $55, 000

di fference between the fair value on Decenber 31, 2001 and February 6, 2002 was recorded
as a loss on warrants liability in the statenment of operations.

5. SHARE CAPI TAL
The Conpany is authorized to issue up to 75,000,000 shares of common stock and 5, 000, 000

shares of preferred stock

At June 30, 2002, in addition to the 15,875,768 conmpbn shares outstandi ng, there were al so
2,593, 200 stock options and 3,331,818 warrants out st andi ng.

| ssues of comon shares and common share equivalents for the six nmonth period ended June
30, 2002 are sunmarized as foll ows:

On February 6, 2002, the Conpany issued 666, 700 commpn shares pursuant to a conversion of
$100, 000 of principal under the restructured convertible notes as discussed in Note 2.
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On February 25, 2002, the Company issued 33,000 common shares to an enployee for services
rendered. The transaction was recorded at a fair value of $7,500 based on the closing
stock price on the date of the agreement.

On March 5, 2002, the Company issued 500,000 common shares to a consultant pursuant to a
service contract. The transaction was recorded at a fair value of $107,500 based on the
closing stock price on the date of the agreenent.

On March 16, 2002, the Conpany issued warrants to purchase 250,000 conmon shares to a
managenment consultant pursuant to a services agreenent. The warrants have an exercise
price of $0.30 and expire on Septenmber 15, 2003. The $60,000 fair value of the warrants
i ssued was estimated using the Bl ack-Scholes option pricing nodel and was recorded as an
expense in the first quarter 2002.

On March 25, 2002, the Conpany issued 413,808 common shares pursuant to a conversion of
the final $206,904 in principal and accrued interest of the convertible debentures as
amended, discussed in Note 3.

On March 28, 2002, the Conpany conpleted a placenent of 2,000,000 units at $0.20, each
unit consisting of one conmon share and one warrant, plus 51,000 common shares, for gross
proceeds of $410,200. Financing fees were $19,280, resulting in net cash proceeds of
$390, 920. Each warrant entitles the holder to acquire one conmon share at $0.25 per share
until March 31, 2003. The net proceeds were allocated to commpn stock and warrants based
on the relative fair value of each security at the tine of issuance.

On June 28, 2002, the Conpany issued 2,080,000 conmon shares with a fair value of $424, 320
to Stockhouse Media Corporation pursuant to an asset purchase agreenent. The shares are
being held in escrow until certain terms of the agreement are net.

Stock Options
The Conpany's 1999, 2000, 2001, and 2002 Stock Option Plans (collectively the "Plans")

authorize a total of 5,000,000 comopn shares for issuance. Activity under the Plans is
set forth bel ow

Shar es

avai l abl e Number of Price per

for grant shares share
Bal ance at Decenber 31, 2001 391, 156 2,415,900 $ 0.01 - 2.75
Addi tional shares authorized 1, 500, 000 - -
Options granted (1,525, 500) 1, 525, 500 0.15 - 0.40
Options forfeited 815, 200 (815, 200) 0.31 - 2.75
Opti ons exercised - (533, 000) 0.23 - 0.25
Bal ance at June 30, 2002 1, 180, 856 2,593, 200 $ 0.01 - 2.50

10
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Warrants

As at June 30, 2002, common stock issuable pursuant to warrants outstanding is as follows:

Warrant s Warrant s
Qutstanding Warrants Warrants Warrants Qut st andi ng Exerci se Expiry
At January | ssued Exercised Cancelled at June Price Dat e
1, 2002 30, 2002
# # # # # $
Series 1 300, 000 - - 18, 182 281, 818 3.00 March 31, 2005
Series 3A 500, 000 - - - 500, 000 0.25 July 31, 2005
Series 3B 300, 000 - - - 300, 000 0.50 July 31, 2005
Series 4 - 2,000, 000 - - 2, 000, 000 0.25 March 31, 2003
Series 5 - 250, 000 - - 250, 000 0.30 Sept. 15, 2003
1, 100, 000 2, 250, 000 - 18, 182 3,331, 818

6. SEGMVENTED | NFORMATI ON

SFAS No. 131, Disclosure about Segnents of an Enterprise and Related Infornmation, requires
a public business enterprise to report financial and descriptive information about its
reportabl e operating segnments. The Conpany has concluded that its business activities fal
into one identifiable industry segnent with the followi ng sources of revenue:

For the three nonths ended For the six nonths ended
June 30, 2002 June 30, 2001 June 30, 2002 June 30, 2001
Publ i ¢ Conpany
Di scl osure and

Awar eness Products $ 242, 190 $ 356, 574 $ 527, 366 $ 787, 000

Fi nanci al Sof tware and
Content Systens 165, 513 122, 277 322,578 232, 635
E- busi ness Sol uti ons - 37, 167 - 601, 743
$ 407, 703 $ 516, 018 $ 849, 944 $ 1,621,378

During the first six nonths of 2002, the Conpany had one custoner from whom revenue
recei ved by the Conpany represented approximtely 11% of total revenue. During the first
si x nmonths 2001, the Conpany had two custoners from whom revenue received by the Conpany
represented approxi nately 46% of total revenue. No other custoners represented greater

t han 10% of revenue.

7. COWM TMENTS AND CONTI NGENCI ES

The Conpany is currently involved in litigation with a custoner to collect amounts ow ng
pursuant to a contract entered into in Septenber 2000. The defendant provided a $100, 000
deposit and contracted the Conmpany to provide certain advertising services. The Conpany
delivered the requested services throughout October and Novenber 2000; however, the
def endant defaulted on all additional paynents. The Conpany is suing the defendant for the
$351, 800 bal ance owing, plus interest and costs. The defendant has filed a statenent of
defense and counterclaim to recover the $100,000 deposit. No court date has been set at
this time. Although managenent currently believes the outcome of the litigation will be in
the Conmpany’s favour, they have not elected to aggressively pursue the litigation at this
time. The Conpany has made no provision for the counterclaimin the financial statenents
and any settlement or final award will be reflected in the statenent of operations as the
litigation is resolved.

11
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8. ASSET ACQUI SI TI ON

On June 24, 2002, the Conpany acquired certain website and rel ated software assets of

St ockhouse Medi a Corporation (“Stockhouse”). Under the terns of the agreenent, the
Conpany purchased a 65% interest in the assets by issuing 2,080,000 shares of unregistered
common stock with a fair value of $424,320. The assets acquired are program source codes
underlying the website, which are classified as software, for $347,122, and prepaid
operating costs of $77,198.

Presently, an unrelated third party investor is also considering an investnent in

St ockhouse that would effect certain terns and conditions of the Conpany’ s agreenment with
St ockhouse. If the third party invests in Stockhouse, then the Conpany would maintain its
65% i nterest in the acquired assets but would then have the option to acquire the
remai ni ng 35% during the period of one year follow ng June 24, 2004. During the sane

peri od, Stockhouse would al so have the option to cause the Conpany to purchase the
remai ni ng 35% i nterest.

If the third party does not invest in Stockhouse, then the Conpany will inmediately
acquire the remaining 35% of the website and rel ated software assets of Stockhouse with
the i ssuance of additional commopn shares. As per the terns of the agreenent, the nunber
of conmmon shares to be issued for the remaining 35% shall not be | ess than 920,000 shares
and not nore than 1,120, 000 shares.

The third party has a deadline of Septenber 30, 2002 to deci de whether or not to invest in
St ockhouse.

The original 2,080,000 conmon shares were issued into an escrow account on June 28, 2002
and will be released to Stockhouse on the date the third party investor nakes its
deci si on.

9. SUBSEQUENT EVENT

St ockgroup has an informal agreement with the holders of the 16% notes payable due July
31, 2002 for $109,855, to extend the maturity date and continue the interest accrual

Item 2. Management's Discussion and Analysis of Financial Condition and Results Of Operations
RESULTS OF OPERATI ONS — SI X MONTHS ENDED JUNE 30, 2002 AND JUNE 30, 2001

The results of the first half of 2002 are a product of our continued focus on inproving

t he bal ance sheet and obtaining high quality sales custoners and partners for our

Fi nanci al Software and Content Systens. Near the end of the second quarter we acquired
the Stockhouse website in a non-cash transaction which added to the already inproved

bal ance sheet fromthe first quarter. Overall sales are down fromthe first half of 2001
but operating |loss has inproved. Like nost conpanies who are involved in the financia
mar ket s, our business has been negatively affected by the downturn in the stock nmarket,
particularly in recent nonths.

The decrease in revenue is primarily due to the reduction in E-Business Solutions revenue,
whi ch we discontinued early in 2001. W spent sone tinme during the first half of 2002 on
i mprovenents to our bal ance sheet, as we felt it necessary to restructure and reduce our
convertible debt, as well as raise capital to support future growh. W acconplished al
of these bal ance sheet inprovenents in the quarter, including restructuring our 8%
convertible notes, converting the bal ance of our 3% convertible debentures into shares,
and raising $0.410 mllion in a private placenent financing. These three events are
further described in Notes 2 through 5 to the financial statenents.
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Near the end of @@ we added another significant inprovenent to our business, acquiring the
St ockhouse website and software systenms in exchange for common shares. This adds a

signi ficant asset to our bal ance sheet with no correspondi ng debt. This acquisition is

al so expected to inprove our profitability going forward.

Besi des the inprovenents to the bal ance sheet, we al so established new sal es partnerships
with two high quality and high potential financial and nmedia conpanies to sell our

Fi nanci al Software and Content Systens. Despite the adversity of a tenporary lull in
interest in the stock markets, we have continued to acquire |long-term custoners and to
devel op products and strategies which should help our future profitability.

Revenue and Gross Profits

Total revenues in the first six nonths of 2002 were $0.850 nmillion conpared to $1.621
mllion in the first six nmonths 2001, a decrease of $0.771 million, or 48% Qur Public
Conpany Di scl osure and Awar eness Products revenue was $0.527 million conpared to $0.787
mllion in the first six nmonths 2001, a decrease of $0.260 million or 33% Financia

Sof tware and Content Systems revenue was $0.323 nmillion conpared to $0.233 million in the
first six nonths 2001, an increase of $0.090 million or 39% E-Busi ness Sol utions revenue
was nil in the first six nmonths 2002 conpared to $0.602 mllion a year earlier. W have

chosen not to actively pursue E-Business Sol utions business since the second quarter of
2001 in favour of revenue streans which carry nore potential profitability in the Iong
term nanely Financial Software and Content Systenms and Public Conpany Di scl osure and
Awar eness Products.

Gross profits in the first six nonths of 2002 were $0.516 million conpared to $0. 886
mllion in the first six nmonths 2001, a decrease of $0.370 million, or 42% G oss profits
as a percentage of sales, however, increased from54.6%in the first six nonths 2001 to
60. 8% in 2002.

We are continuing to provide innovative products in our Public Conpany Discl osure and
Awar eness Products line, and the IntegratlR sales remain strong, delivering high value to
custoners. The decrease in total Public Conpany Disclosure and Awareness Products sal es
is due in large part to a general slowdown in public conpany investor comrunication
spendi ng on nost other products. Historically, many of our Public Conpany Di sclosure and
Awar eness Products custonmers have conme fromthe technol ogy sector, and the slowdown in
this sector has caused considerable attrition, especially with small cap and mcro cap
conpani es. We have been diversifying our target market for some time in order to be less
dependent on any one sector. As well, sales and marketing efforts have been increased in
this area late in the quarter, mainly through our attendance at carefully selected trade
shows and i nproving our sales force.

Fi nanci al Software and Content Systens continues to be a strong contributor to our overal
revenue and gross profits. Qur process has matured over the past year, and we are able to
efficiently deliver high quality services to custoners for a fraction of the cost to
customers of having it done internally. W have established relationships with major sales
channel s, nmedi a networks, and financial conpanies, and have seen significant results

al ready, and expect to see nore in the near future. Financial Software and Content
Systens revenue was up this six nonth period 39% over the sanme period a year ago. All of
this revenue is contractual, typically in 12-nonth terns, so we have a solid base of
revenue in this area to grow from

E- busi ness Sol utions revenue for the first six nmonths of 2001 was mainly derived from work
on a financial |easing exchange for a single client. Since that contract, which ended in
the first quarter of 2001, we have chosen not to pursue further contracts of this nature.

As a result, our revenue fromthis segnment was nil in the first six months of 2002. W
have instead decided to focus our energy on nore stable, predictable revenue streans,
which ultimately will be nore profitable, such as Public Conpany Di scl osure and Awar eness

Products and Fi nancial Software and Content Systens.

Oper ati ng Expenses
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Total operating expenses in the first six nonths of 2002 were $1.044 mllion conpared to
$1.624 mllion in the same six nonths | ast year, a decrease of $0.580 mllion or 36% This
decrease was a result of the reductions in all areas of expenditures that we nade in 2001
and continued in 2002. W have stabilized our operating expenses at a | evel which wll
enable us to grow our sales efficiently, thereby generating the greatest return on

i nvest ment .

Sal es and Marketing expenses were $0.230 million in the first six nonths of 2002 conpared
to $0.346 mllion in the first six nonths 2001, a decrease of $0.116 mllion, or 34% This
decrease is due in large part to a decreased enmphasis on broad-scope advertising for our
advertising community, Smallcapcenter. W also reduced the costs associated with our New
York and Dall as sales centers by centralizing sales in our head office, where maxi mum
synergy can be attained.

Product Devel opnent expenses in the first six nonths of 2002 were $0.037 nillion conpared
to $0.150 million in the first six nmonths 2001, a decrease of $0.113 million, or 75% As
our business has matured, product devel opnment has naturally taken a | esser role. Qur
staff is nmore experienced, and our processes for devel opi ng new products are streanl i ned
so that overall devel opnment costs are mnim zed

General and Admi nistrative expenses in the first six nonths of 2002 were $0.777 mllion
conpared to $1.129 million in the first six nonths 2001, a decrease of $0.352 mllion, or
31% Expenses steadily declined during 2001 and have stabilized in 2002 at a | evel that
can generate the maxi mumreturn on investnent. The npbst notable cuts have been in
payroll, which is our |argest expense category. W have also elinm nated our prem ses
costs in New York and Dall as.

O her I ncome (Expense) and Income Taxes
Interest expense in the first six nonths of 2002 was $0.222 nillion conpared to $0.198
mllion in the first six nmonths 2001, an increase of $0.024 million, or 12% O the
amount for the first six nonths of 2002, $9,881 is cash interest, either already paid or
payabl e after the quarter end. The renmmining interest is non-cash interest arising out of
the 8% convertible notes and the 3% convertible debentures. Upon restructuring of the 8%
convertible notes, there was a non-cash interest expense of $18,364, plus anortized debt
di scount in @ of $33,966. Upon conversion of the renmining balance of the 3% convertible
debentures there was a total non-cash interest expense of $160, 209.

Loss on warrants liability of $55,000 was a result of the increase in the fair val ue of

t he Conpany's 300,000 call able warrants and 800, 000 other warrants i medi ately before the
February 6, 2002 restructuring of the 8% convertible notes as described in Notes 2 and 4
to the financial statenents.

I ncone taxes were nil in both the first six nonths 2002 and the same six nonths 2001. Due
to our net loss position, we did not incur tax in the first six nonths of 2002. As at the
nost recent year end, Stockgroup had tax loss carry forwards of $5,751,000 in Canada whi ch
expire in 2006, 2007, and 2008, and tax loss carry forwards of $2,916,000 in the U S.
which expire in 2019, 2020, and 2021

Extraordinary Gain was $1,088,586 for the first six nonths 2002 and nil in the first six
nont hs 2001. The extraordinary gain was a result of the February 6, 2002 restructuring of
t he Conpany's 8% convertible notes, as described in Note 2 to the financial statenents.

The net income for the first six months of 2002 was $0.286 mllion conpared to a | oss of
$0.495 million in the first six nonths 2001, an increase of $0.781 mllion or 158%
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LI QUIDI TY AND CAPI TAL RESOURCES

St ockgroup ended the second quarter of 2002 with cash and cash equival ents of $146, 307, a
decrease of $110,324 from March 31, 2002. This conpares with net cash increases of

$130, 013 in QL 2002, $19,062 in 4 2001 and $14,698 in @@ 2001. Although we expect to
generate positive cash flow from operations, we will pursue financing to inprove our
wor ki ng capital position and to grow the business to the greatest possible extent.

Qur inconme fromoperations in @ and Q4 2001 contributed to our inproved cash flow during
fiscal 2001. Added to that, in the first six nonths of 2002, three events took pl ace

whi ch should further solidify our cash position going forward. They are the restructuring
of certain convertible notes, the conversion of certain convertible debentures, and the
rai sing of $410,200 in a private placenent. The restructuring of $1,924,000 in
convertible notes renpved a discount to market conversion factor which, in our opinion

was inhibiting further investnent in Stockgroup. The restructuring, which can be
referenced in our 8-K filing on February 15, 2002, renoved a great deal of the uncertainty
as to the timng of cash paynents relating to this debt, and elim nated the interest and
prepaynment penalties which had been accrued. The second event, the conversion of $206, 904
in convertible debentures and accrued interest on March 15, 2002 into comopn stock at

$0. 50 per share inproved our balance sheet. The third event, the raising of $410,200 in a

private placenent, added working capital which will be used to grow the business. This
financing also included warrants with an exercise value of $500,000 if they are exercised,
al t hough there can be no assurance that this will happen within their 12 nonth life. The

warrants issued with the 3% convertible debentures, if exercised, would provide an
exerci se val ue of $275,000, and the warrants issued with the restructured convertible
notes, if exercised, would provide an exercise value of $845,454. The exercise of
warrants is the decision of the warrant hol ders, so there can be no assurance that any
warrants will be exercised.

Despite these significant inprovements, we will continue to pursue further financing
opportunities during 2002, as we believe nore working capital would give us nore | everage
to maxi m ze our capacity for growh.

You shoul d be cautioned that there can be no assurance that revenue, margins, and
profitability will increase. In addition, we have cash paynents due to certain of the

not ehol ders on Septenber 30, 2002, Decenber 31, 2002, and at the end of each of the next 8
quarters after that. To the extent that either of these possibilities seriously depletes

cash levels, we may need to seek additional capital. If we do, there can be no assurance
that we will be successful in raising a sufficient amount of additional capital or in
internally generating a sufficient amount of capital to neet long-termrequirenments. |If

we are unable to generate the required anount of additional capital, our ability to
continue as a going concern is in substantial doubt.

CORPORATE DEVELOPMENTS DURI NG THE PERI OD

A synopsis of corporate highlights for 2002 is as foll ows:

1. On February 11, 2002, we announced an agreenent with Freedom Communi cations, a |arge
private nmedia company with publications and websites throughout the U S., to provide our
Fi nanci al Software and Content Systens to its websites.

2. On February 6, 2002, we restructured the 8% convertible notes with Deephaven Private
Pl acenent Trading Ltd. and Anmro International, S.A  Under the restructuring, the interest
rate and prepaynent penalties are reduced to zero, accrued interest has been waived, the
conversion price is fixed at $0.50, and a total of up to $300,000 cash is required to be
paid to the noteholders over 10 quarterly installnments starting June 30, 2002. The new
notes have a two-year termwi th renewal provisions for another two years. W filed a form
8- K on February 20, 2002 which fully describes the restructured notes.
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3. On February 21, 2002, we announced an agreenment with The Canadian Press (CP) in which
CP will re-sell our Financial Software and Content Systenms. This agreenent will give CP
exclusive re-distribution rights for Canada.

4. On March 15, 2002, we and the remaining noteholders from the January 19, 2001 3%
converti bl e debenture reached an agreement whereby they woul d convert the $0.2M bal ance of
the debt into common shares at $0.50 per share. The exercise price of the Series A
warrants has been reduced from $1.00 to $0.25. The exercise price of the Series B warrants
has been reduced from $2.00 to $0.50. The expiry date for both the Series A and B warrants
has been extended to July 31, 2005.

5. On March 19, 2002, we announced an agreenent with Credential G oup in which Credentia
Group would license our Financial Software and Content Systems, and offer our products to
its nmore than 450 credit union partners across Canada.

6. On March 25, 2002, we conpleted a $0.410M financing with 22 unaffiliated investors
pursuant to a Subscription Agreenent. The funding included 2,000,000 units consisting of
one conmmon share and one warrant each, at a price of $0.20 per units, plus 51,000 commopn
shares at a price of $0.20 per share. The warrants have an exercise price of $0.25 and an
expiry date of March 31, 2003. The full details of this financing, including all relevant
docunents, were filed in a Form 8-K on March 26, 2002 and can be viewed therein

7. On April 16, 2002, we announced our licensing agreenent with Ladenburg Thal nann in
which they would Iicense our Financial Software and Content Systens for use in their ful
servi ce investnent banking and brokerage operations.

8. On June 24, 2002, we conpleted an agreenent with Stockhouse Media Corporation, in
which we acquired certain of Stockhouse's assets. On June 28, 2002, we issued 2,080,000
common shares to Stockhouse as part of the agreenment. The shares are being held in escrow
until certain terns of the agreement are nmet. We filed a form8-K on July 11, 2002 which
fully describes the agreenent.

DESCRI PTI ON OF BUSI NESS MODEL
GENERAL

We are a financial nedia and technol ogy conpany. Qur revenue streans can be categorized
into two areas:

- Financial Software and Content Systens,
- Public Conpany Disclosure and Awareness Products

The clients for Financial Software and Content Systens are primarily enterprise conpanies
frommany different markets, such as nedia, banks and credit unions, stock brokerages,

i nsurance, and others. Public Conpany Disclosure and Awareness Products are awareness and
di scl osure products that are purchased by public conpanies in all industries.

See PRODUCTS AND SERVI CES bel ow for a full description of these revenue streans.

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 Bul l etin Board. The financial statements and supporting information in
this report are issued under the nane of Stockgroup but are a continuation of the
financial statements and report of operations of Stock Research Group, Inc. ("SRG'), a
British Colunmbia corporation which was incorporated on May 4, 1995. On March 11, 1999,
pursuant to a reverse acquisition, SRG acquired the net assets of |I-Tech. For accounting
pur poses, SRG becane a subsidiary of |-Tech
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Qur name was changed from|-Tech to Stockgroup.com Hol dings Inc. on May 6, 1999 and to
St ockgroup Information Systens Inc. on September 20, 2001

We are a United States publicly traded conmpany regi stered on the NASD OTC Bull eti n Board
under the synmbol SWEB. From our head office in Vancouver, we operate branch offices in
San Franci sco and Toronto.

As SRG we operated from 1995 to 1997 as a profitable financial Internet technol ogy and
nmedi a conmpany that offered proprietary financial news and tools to investors and
conpani es. W used our experience and the funds froma public offering in spring 1999 to
provi de the foundation for the devel opment and initial marketing of our products. In

Oct ober 1999 we | aunched Smal |l capcenter.com At that tinme it was widely believed that a
subscri ption/advertising nodel centering around Smal |l capcenter was viable. Wile parts of
this business nodel did not prove to be profitable, the building of Smallcapcenter and its
rel ated i nvestnent software and content aggregati on & managenent systens gave us a strong
foundation of skills and a suite of products to sell commercially. Smallcapcenter is
still a high-traffic and well-nmai ntai ned portal for the investnent community, and its
drawi ng power is a key driver to many of our investor awareness products. It also serves
as an excellent devel opnment and testing ground for new financial software applications
bei ng devel oped by us on a continuing basis.

Fromlate 1999 to early 2001 we were hired to create several large enterprise web sites
for different clients on a contract basis. These were |large contracts, and added a

signi ficant amount of revenue to the Conpany, but they also added instability in our cost
structure. In early 2001 it was decided that this E-Business Solutions division would be
de- enphasi zed in favour of other areas with nore profit potential, namely Financia

Sof tware and Content Systens and Public Conmpany Disclosure and Awar eness Products (as
described in the PRODUCTS AND SERVI CES section bel ow).

From 2000 to 2001, we expanded our awareness and disclosure product line to include Sector
Suppl ements, and automated i nvestor relations software applications such as the
IntegratlR.  We already had a |arge public conpany custoner base, so the transition into
this area was a natural extension of our core conpetencies.

We entered the Financial Software and Content Systens market |late in 2000 by |icensing our
proprietary financial software applications and third party content to custoners that need
to offer financial information to their customers or inprove their content offering. W
had access to a wide array of customers through our internal sales teamas well as our
resell er channels. CQur software content nodel is attractive to custoners because it is a
conpr ehensi ve and cost effective alternative to in-house devel opnent.

Early in 2001, as the market for our products and services evolved, it becanme apparent to
our managenment where the nost profitable and sustainable areas of the business were. They
were Financial Software and Content Systens and Public Conpany Di scl osure and Awar eness
Products (including IntegratlR and ot her awareness and di scl osure products). Once these
were identified, a nore streanlined and stable cost structure was introduced to inprove
profitability and cash flow.

On June 24, 2002, we acquired the Stockhouse website and rel ated assets. These assets
added a new di nension to our business, that being a high-traffic, highly recognized
financial community. W immediately went to work marketing products and services which
| everage the Stockhouse assets.

PRODUCTS AND SERVI CES

Qur understandi ng of internet based financial technology and nedia has enabled us to

| everage our products and services to enter new nmarkets and secure new clients. Using a
common i ntegrated technology platform we have devel oped two mai n revenue sources:

Fi nanci al Software and Content Systens and Public Conpany Disclosure and Awareness
Products.
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FI NANCI AL SOFTWARE AND CONTENT SYSTEMS

We have devel oped proprietary financial applications and tools we |license to clients. The
clients for Financial Software and Content Systenms are from many different markets, such
as nedia, banks and credit unions, stock brokerages, |easing, insurance, and other
financi al services conpani es.

We provide Financial Software and Content Systens on a private-|abel ed basis, and they are
typically sold on long term (twel ve-nmonth or nore) contracts, generating recurring revenue
streams. Many of the software applications are data-feed driven. W either feed data
from our own aggregated databases or fromthird parties. The advantage of using the

St ockgroup systemis that the custoner is able to receive data and information from a
variety of different feeds all fromone point of contact, at a fraction of the cost of
purchasing all feeds individually. W add value by custom zing, filtering, and sorting
data in the configuration the customer wants, and then adding the different software
applications and hosting the entire solution. W are able to use our econom es of scale
and automation to give a product that is efficiently delivered and custom zed, and at a
substantial costs savings to having the custonmer build and nanage it internally.

Exanpl es of some of the providers of third-party data feeds include Marketguide, Contex,
Mul t ex, and North Anmerican Quotati ons.

We distribute Financial Software and Content Systens through content and application
syndi cates, such as Yellowbrix, through channel resellers such as The Canadi an Press,
Conmt ex News Network, Cl arinet Conmunications, and through its own sales team These

Fi nanci al Software and Content Systens cover the entire North Anerican market including
nmutual funds, commodities, and equities.

We bring in market feeds through satellite, File Transfer Protocol (FTP), Extensible

Mar kup Language (XM.), and other delivery formats. W have built and nmai ntain our
proprietary mddl eware solution that aggregates the nmultiple feeds, translates and builds
a common dat abase infrastructure. Qur systemthen cleans, filters, and maintains the data
in a compn database structure. A sophisticated server cluster and security system backs
this content/data nanagenent system The data is then streanmed to our proprietary software
applications.

Here are just a few of the over 25 Financial Software and Content Systems products:

Real -ti me stock quotes on major U S. exchanges

North Anerican 20-m nute del ayed stock quotes and indices

Portfolio managenent, live portfolio updates and wirel ess portfolio updates

Most active stock updates

Stock watch lists

Conmpany fundanmental s, SEC/ SEDAR filings

Daily stock market w nners/losers, npbst actives

Conmpany profiles, stock screening (investnent data) and technical stock anal ysis
Enmpl oyee stock option cal cul ations

The Fi nancial Software and Content Systens is delivered to custoners in four different
formats:

On an Application Service Provider (ASP) basis where the content and software is hosted by
us and private-labeled to the custoners Internet or Intranet site

Through our proprietary software objects residing on the custoner's servers which use a
proprietary Application Protocol Interface (APlI) to retrieve data from our servers

Through secured Extensible Markup Language (XM.) channe
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Through different wirel ess devices and nodes includi ng: handhel d devi ces, Short Message
Service (SMS) paging, and Wrel ess Application Protocol (WAP) portals which have been
built and mai ntai ned by us.

PUBLI C COVPANY DI SCLOSURE AND AWARENESS PRODUCTS

We have devel oped and own a large array of Public Conpany Disclosure and Awareness
Products. These products are used by clients to either a) nmanage their investor relations
and sharehol der comruni cati ons through their web site, b) generate awareness for their
company, or c) inprove their public disclosure conpliance.

Products and services offered by this revenue streaminclude the IntegratlR software
system |Investor Marketplace, E-Mail Distribution of Press Rel eases, Sector Supplenents,
Smal | cap Express sponsorship, Banner and Button Advertising, Monthly |Investor Marketing,
Custom Web Site Devel opnent, and other online investor narketing products.

Publ i ¢ conpani es are increasingly outsourcing these activities because they |ack the
internal skills and resources or because it is nore effective and cost efficient than in-
house devel opnent and mai nt enance. We offer a ‘one-stop shopping package for corporate
clients and provide everything fromnews rel ease tracking and postings to quarterly
stream ng conference calls. Qur understanding of this market segnent and focus has
resulted in a highly specialized bundl e of products including: private | abel quotes,
charts and dat abase tools for building relationships with shareholders and traffic reports
to track investor usage of Web sites and inquiries.

In the third quarter of 2001 we | aunched version 2.01 of the IntegratlR, an autonated
financial application that is licensed to public conmpanies. The IntegratlR updates the
clients’ regul ated investor relations information automatically by private [abeling this
software application into the clients corporate web site. The SEC has mandated fair

di scl osure policies that nmake our IntegratlR especially attractive as it updates news
rel eases, webhcasts and SEC filings direct fromthe wire services as they happen and
automatically sends the information to the client's shareholders and interested parties.
The IntegratlR helps to prevent mistakes and increase tineliness conpared to having
internal staff nmanually update these activities.

Qur IntegratlR systemrepresents a way to manage sharehol der comuni cations and reach new
i nvestors. The IntegratlRis an investor relations web page and emnil managenent system
that functions as a software application — giving the Investor Relations Oficer (IRO and
Chi ef Financial Oficer (CFO desktop control over the investor relations portion of their
web site. In addition to standard features, such as dynanmi c quotes and charts, the
Integratl R provides powerful new tools that automate the client's online disclosure
activities including publishing their press releases, publishing of regulatory filings and
distributing informati on requested by sharehol ders, all on a real-tine, autonated basis.

O her Public Conmpany Disclosure and Awar eness Products include the follow ng:

I nvest or Marketplace (I MP), a web page which is actively nmarketed through advertising to
draw readers, where conpanies can be featured online to prospective investors. Being
featured on the | MP enabl es custoners to get their name, profile, and internet link in
front of a large investor audi ence that they may not otherw se be able to attain.

Targeted e-nmai|l marketing, which is used to disseninate news rel eases to an exclusive list
of opt-in investors and interested parties.

Sector Supplements, which are a spotlight feature on a certain industry sector, such as
Energy, M ning, Biotech, or Technol ogy, are an effective exposure tool for conpanies. 1In
a Sector Supplement, investors are drawn to a web site which features up to twelve
conpani es and contai ns industry-specific news and information. Investors who visit this
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web site can view each of the featured compani es' profiles, request information, or link
directly to the client's own web site.

Sponsorship of the Smallcap Express daily market recap mailing that goes to a |arge

audi ence of e-mail readers who have signed up to receive it through Small capcenter.com A
client who sponsors Smal |l cap Express gets an advertising banner at the top of each flight.
This can be an effective way for the client to get their nane in front of a |arge nunber

of investors.

Banner Advertising and Button Advertising, which is shown at the top of

Smal | capcenter.com s front page on a prescribed rotation, is another way for clients to
get the attention of a targeted investor audience. Potential investors who see the banner
or button ad can 'click through' the ad to get to a junp page which can include the
client's own description of their conpany.

The products devel oped by us over the past five years enable us to offer Public Conpany

Di scl osure and Awareness Products to a rapidly growi ng custonmer base while maintaining a
hi gh sal es margin. The revenues derived fromthis source are typically contractual over a
specified term The Internet comrunities devel oped by Stockgroup host the critical mass to
ensure a high level of exposure to the Conpany's conmunication products for public

compani es.

SHARE PRI CE AND VOLUME DATA

The Company's Common Stock has been quoted for trading on the OTC Bulletin Board since
March 17, 1999. The following table sets forth high and low bid prices for the Conmon
Stock for the three-nmonth periods ended June 30, Septenmber 30, Decenber 31, 2001, March
31, and June 30, 2002. These prices represent quotations between dealers without
adjustnment for retail markup, markdown or commission and nmay not represent actua
transacti ons.

Quarter Ended: Hi gh Low Vol une

June 30, 2001 $ 0.650 $ 0.280 2, 840, 800
Sept enmber 30, 2001 $ 0.390 $ 0.090 1, 105, 300
Decenber 31, 2001 $ 0.200 $ 0.115 1,977, 800
March 31, 2002 $ 0.400 $ 0.140 5, 509, 300
June 30, 2002 $ 0.230 $ 0.150 2,734, 400

On June 30, 2002, the Conpany had 71 registered sharehol ders owni ng 15, 875, 768 shares.
DI VI DENDS

The Conpany has not declared any divi dends since inception, and has no intention of paying
any cash dividends on its Conmon Stock in the foreseeable future. The paynent by the
Conmpany of dividends, if any, in the future, rests with the discretion of its Board of
Directors and will depend, ampong other things, upon the Conpany's earnings, its capita
requi renments and its financial condition, as well as other relevant factors.
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Part II. OTHER INFORMATION

Item 1. Legal Proceedings

W filed a statement of claimin the Suprene Court of British Colunbia on January 3, 2001
agai nst Pacific Capital Markets Inc., James King, Rick Jeffs, and Heidi Hirst. W are
suing Pacific Capital Markets Inc. for $351,800 due to it under a sales contract we signed
with them on Septenber 20, 2000. We are suing the individuals named above, who are
managers of Pacific Capital Markets Inc., for general dameges for m srepresentation. W
are seeki ng paynent of the $351, 800 ow ng, plus interest, damages, costs and such further
and other relief as deenmed suitable by the court.

On January 12, 2001, Pacific Capital Markets Inc., Janes King, Rick Jeffs, and Heidi Hirst
filed a Statenent of Defense and Counterclaim At the tine of this filing, no settlenent
conferences have been held and no court date has been set.

As of August 5, 2002, no further action had been taken by either side. While we believe
we have a strong case, we have not elected to aggressively pursue this litigation at this
time, pending further information on the collectibility of the debt.

Item 2. Changes in Securities and Use of Proceeds

On February 6, 2002, we restructured our 8% convertible notes. This transaction is fully
described in Note 2 to the financial statements, included herein.

On March 15, 2002, the holders of our 3% convertible debentures converted the final
$200, 000 of principal and $6,904 of accrued interest into 413,808 commpn shares. Thi s
transaction is fully described in Note 3 to the financial statenents, included herein.

On March 28, 2002, we conpleted a placement of 2,000,000 units at $0.20, each wunit
consisting of one common share and one warrant, plus 51,000 conmon shares, for gross
proceeds of $410,200. This transaction is fully described in Note 5 to the financial
statenents, included herein.

On June 24, 2002, we acquired certain of Stockhouse's assets. On June 28, 2002, we issued
2,080,000 commn shares to Stockhouse as part of the agreenent. The shares are being held
in escrow until certain of the covenants of the agreenent are net. W filed a form 8-K on
July 11, 2002 which fully describes the agreenent.

O her equity transactions for the period are fully described in Note 5 to the financia
statenents, included herein.

Item 6. Exhibits and Reports on Form 8-K
(a) Reports on Form 8-K
On February 20, 2002, we filed an 8-K regarding the restructuring of the 8%
convertible notes issued on April 3, 2000. This restructuring is described

conpletely in Note 2 to the financial statenents included herein

On March 26, 2002, we filed an 8-K regarding our $0.410M private pl acenent
which is described in Note 5 to the financial statenents included herein.

On July 11, 2002, we filed an 8-K regardi ng our acquisition of certain assets
of Stockhouse Medi a Corporation.

No other reports on form 8-K have been filed in 2002.
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(b) CEO Certification (page 24)

(c) CFO Certification (page 25)
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SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

STOCKGROUP | NFORMATI ON SYSTEMS | NC.
(Regi strant)

Dat e: , 2002 By: [/s/ David Gllard, CGA

Chi ef Financial O ficer, Secretary & Treasurer
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Exhibit (b)

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. §1350,
ASADOPTED PURSUANT TO
8906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Stockgroup Information Systems Inc. (the "Company") on Form 10-QSB for the period
ending June 30, 2002 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), |, Marcus New, Chief
Executive Officer of the Company, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002,
hereby certify that to the best of my knowledge:

(1) The Report fully complies with the requirements of § 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of
operations of the Company.

/sl Marcus New
Marcus New

Chief Executive Officer
August 12, 2002

This certification accompanies this Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the
extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.
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Exhibit (c)

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. §1350,
ASADOPTED PURSUANT TO
8906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Stockgroup Information Systems Inc. (the "Company™) on Form 10-Q for the period
ending June 30, 2002 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), |, David Gillard, Chief
Financial Officer of the Company, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002,
hereby certify that to the best of my knowledge:

(1) The Report fully complies with the requirements of § 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) Theinformation contained in the Report fairly presents, in all material respects, the financial condition and result of
operations of the Company.

/s David Gillard

David Gillard

Chief Financial Officer
August 12, 2002

This certification accompanies this Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the
extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the Company for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended.
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