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Computershare Trust Company of Canada
510 Burrard Street, Vancouver, BC V6C 3B9 Tel.: (604) 661-9400 Fax: (604) 683-3694

January 22, 2002

To All Applicable Commissions and Stock Exchanges
Dear Sirs:
Subject: Sungold Entertainment Corp.

We confirm that the following material was sent by pre-paid mail on January 21, 2002, to the registered shareholders of the subject
Corporation:

1. Notice of Annual General Meeting of Shareholders / Information Circular / Presidents Report for the fiscal year ended
August 31, 2001. / Consolidated Financial Statements for the year ended August 31, 2001 / Interim Consolidated
Financial Statements for the three months ended November 30, 2001

2. Proxy
3. Supplemental Mailing List Annua! Return Card Form
4, Return Envelope

We further confirm that copies of the above mentioned material, together with Supplemental Mail List cards, were sent by courier on
January 21, 2002 to each intermediary holding shares of the Corporation who responded to the search procedures pursuant to
Canadian Securities Administrators' National Policy Statement No. 41 regarding shareholder communications.

In compliance with regulations made under the Securities Act, we are providing this material to you in our capacity as agent for  the
subject Corporation.

Yours truly,

COMPUTERSHARE TRUST COMPANY OF CANADA

Adeline Niccoli”

Assistant Account Manager
Stock Transfer, Client Services
Telephone: (604) 661-9473
Fax: (604) 683-3694

fan

cc: Sungold Entertainment Corp.
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SUNGOLD ENTERTAINMENT CORP.

INFORMATION CIRCULAR

THIS INFORMATION CIRCULAR CONTAINS INFORMATION AS AT JANUARY 17, 2002,

PERSONS MAKING THIS SOLICITATION OF PROXIES

This Information Circular Is furnished in connection with the solicitation of Proxies by the
management of SUNGOLD ENTERTAINMENT CORP. (the “Company”) for use at the Annual
General Meeting (the “Meeting”) of the shareholders of the Company to be held at the time
and place and for the purposes set forth in the accompanying Notice of Meeting, and at any
adjournment thereof. It is expected that the solicitation will be primarily by mail. Proxies may also
be solicited personally by employees of the Company. The cost of solicitation will be bome by the
Company.

COMPLETION AND VOTING OF PROXIES

Voting at the Meeting will be by a show of hands, each shareholder having one vote, unless a pollis
requested or required (if the number of shares represented by proxies that are to be voted againsta
motion are greater than 5% of the votes that could be cast at the Meeting), in which case each
shareholder is entitled to one vote for each share held. In order to approve a motion proposed at the
Meeting a majority of greater than 50% of the votes cast will be required (an “ordinary resolution”)
unless the motion requires a special resolution in which case a majority of 75% of the votes cast wi
be required.

The persons named in the accompanying Proxy as proxyholders are directors or officers of the
Company. A shareholder or an intermediary holding shares and acting on behalf of an
unregistered shareholder has the right to appoint a person (who need not be a sharehotder)
to attend and act on their behalf at the meeting other than the persons named in the proxy as
proxyholders. To exercise this right, the shareholder or intermediary must strike out the
names of the persons named In the proxy as proxyholders and insert the name of their
nominee In the space provided or complete another proxy.

A shareholder or intermediary acting on behalf of a shareholder may indicate the manner in which
the persons named in the enclosed Proxy are to vote with respect to any matter by marking an “X” in
the appropriate space. On any poll required by virtue of 5% or more of the outstanding shares of the
Company being represented by proxies at the Meeting that are to be voted against a matterorby a
shareholder or proxyholder requesting a poll, those persons will vote or withhold from voting the
shares in respect of which they are appointed in accordance with the directions, if any, given in the
Proxy provided such directions are certain.

If the shareholder or intermediary acting on behalf of a shareholder wishes to confer a discretionary
authority with respect to any matter, then the space should be left blank. In such instance, the
proxyholder, if nominated by management, Intends to vote the shares represented by the
proxy in favour of the motion. The enclosed Proxy, when properly signed, aiso confers
discretionary authority with respect to amendments or variations to the matters identified in the
Notice of Meeting and with respect to other matters which may be properly brought before the
Meeting. Atthe time of printing this Circular, the management of the Company is not aware that any
such amendments, variations or other matters are to be presented for action at the Meeting. If,
however, other matters which are not now known to the management should properly come before
the Meeting, the Proxies hereby solicited will be exercised on such matters in accordance with the
best judgement of the nominees.

The Proxy must be dated and signed by the intermediary acting on behalf of a shareholder or by the
shareholder or their attorney authorized in writing. In the case of a corporation, the Proxy must be
dated and executed under its corporate seal or signed by a duly authorized officer or attomey for the
corporation.

Completed proxies together with the power of attorney or other authority, If any, under which
it was signed or a notarlally certified copy thereof must be deposited with the Company’s
transfer agent, Computershare Trust Company of Canada of 510 Burrard Street, Vancouver,
British Columbia, V6C 3B9 at least 48 hours (excluding Saturdays, Sundays and statutory
holidays) before the time of the Meeting or adjournment thereof or deposited with the
chairman of the Meeting prior to the commencement thereof. Unregistered shareholders who
recelved the proxy through an intermediary must delivar the proxy In accordance with the
Instructions given by such Intermediary.

REVOCATION OF PROXIES

A shareholder who or an intermediary acting on behalf of a shareholder which has given a Proxy -
has the power to revoke it. Revocation can be effected by an instrument in writing signed by the
intermediary or shareholder or their attorney authorized in writing, and, in the case of a corporation,
executed under its corporate seal or signed by a duly authorized officer or attorney for the
corporation and either delivered to the registered office of the Company at Suite 1880, 1055 West
Georgia Street, Box 11122, Vancouver, British Columbia, V6E 3P3 any time up to and including the
last business day preceding the day of the Meeting, or any adjoumment thereof, or deposited with
the Chairman of the Meeting on the day of the Meeting, prior to the hour of commencement.

INTEREST OF CERTAIN PERSONS IN MATTERS TO BE ACTED UPON

None of the directors or senior officers of the Company, nor any person who has held such a
position since the beginning of the last completed financial year of the Company, nor any proposed
nominee for election as a director of the Company, nor any associate or affiliate of the foregoing
persons, has any substantial or material interest, direct orindirect, by way of beneficial ownership of
securities or otherwise, in any matter to be acted on at the Meeting (other than the election of
directors).
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Name and Present

Paosition with the Previously Shares
Company 2 Director Owned®
Walter Davidson Chairman of Globatrex [ndustries Inc.; Since January 400,000
Director Former Member of Parliament and 15, 2002
Canada Speaker of the House the to the British

Columbia Legis!ature; Former Chairman

and CEO of British Columbia Crown

Corporation National Corporate

Management Inc.;

w includes occupations for preceding five years unless the director was elected at the previous Annual General

Meeting and was shown as a nominee for election as a director in the Information Circutar for that meeting.

@ The approximate number of shares of the Company carmying the right to vote in ali circumstances beneficially
owned, directly or indirectly, or over which control or direction is exercised by each proposed nominee as of
January 16, 2002.

@ Member of Audit Committee.
The Company does not have an Executive Committee. Pursuant to the provisions of the Company

Act (British Columbia) the Company is required to have an Audit Committee whose members are
indicated above.

EXECUTIVE COMPENSATION

Unless otherwise noted the following information is for the Company’s last completed financial year
(which ended August 31, 2001).

Employment Contracts

All of the Company’s employment contracts with its executive officers are verbal. The agreements
provide for the remuneration of the executive officer summarized below in the Compensation
Summary. The agreements may be terminated at the election of the executive officer or the
Company on reasonable notice. Bonuses and stock options may be paid or granted in the discretion
of the Board of Directors.

Pension Plans

The Company does not have any pension plans.

Compensation of Directors

Other than stock options to purchase shares of the Company which are granted to the Company’s
directors from time to time, the Company does not have any arrangements pursuant to which
directors are remunerated by the Company or its subsidiaries for their services in their capacities as
directors, consultants or experts.

Other Remuneration

During the last financial year there was not any other remuneration paid or payable, directly or
indirectly, by the Company and its subsidiaries pursuant to any existing plan or arrangement to its
directors and, if they eamed more than $100,000 per year, executive officers.

Compensation Summary

The following table discloses the compensation paid by the Company during the previous three

financial years to its chief executive officer and, if they earned more than $100,000 per year, its four
highest paid executive officers:

Summary Compensation Table

Awards Payouts
Securities Restricted
Other Under Shares or All
Annual  Options/  Restricted Other
Name & Comp-  SARs ™ Share Lmp Comp-
Principal Salary Bonus ensation  Granted Units Payouts ensation
Posltion Year $) (%) $) ) ) $) (%)
Kim Hart 1999 Nit Nil Nit 150,000 Nil $ 84,000
President & CEO 2000 Nil Nil 400,000 Nil $119,000
2601 Nil Nil Nil 3,659,800 Nil Nit $ 84,000

{1 The Cempany has not granted any stock appreciation rights (“SARs”).
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Price Range

In 30 Day
Perlod
Price Preceding
No. of per Date Option Date of

Optlonee Shares Share Granted Expiry Date Granting
Peter Morgana 36,000 US $0.08  January 4, 2002 January 4, 2007 High - $0.10
Low - $0.08
Walter Wolff 36,000 US $0.08  January 4, 2002 January 4, 2007 - High - $0.10
Low - §0.08
Kim N. Hart 406,764 US $0.08  January 4, 2002 January 4, 2007 High - $0.10
Low - $0.08
Donald Harris 108,000 US $0.08  January 4, 2002 January 4, 2007 High - $0.10
Low - $0.08
Michael Bennett 36,000 US $0.08  January 4, 2002 January 4, 2007 High - $0.10
Low ~ $0.08
Alan Weinrib 36,000 US $0.08  January 4, 2002 January 4, 2007 High - $0.10
Low - $0.08
Jeff Grant 36,000 US $0.08  January 4, 2002 January 4, 2007 High - $0.10
. Low - $0.08
Walter Davidson 136,000 US $0.08  January 15, 2002 January 10, 2007 High - $0.09
Low - $0.08

(1) These options have been exertised prior to the Cate of this Information Circular.
(2) These options have expired prior to the date of this Information Circular.

The following table discloses the particulars of stock options exercised during the last financial year
by the Company’s chief executive officer and, if they eamed more than $100,000 per year, its four

highest paid executive officers:

Aggregated Option/SAR Exercises
During the Most Recently Completed
Financial Year and Financial Year End Option/SAR Values

Value'” of
Unexercised
Unexercised in the Money
Options/SARs @ Optlons/SARs @
at Financlal at Financial
Securities Aggregate Year End Year End
Acquired on Value™ Exerclsable/ Exercisable/
Name Exercise (#) Realized ($) Unexarcisable (#)  Unexerclsable ($)
Kim N. Hart 2,829,900 $ 45,819.06 1,129,900 $164,925

President & CEQ

o Value is the product of the number of shares muttiplied by the difference between the closing market price on

the relevant date and the exercise price.

(2) The Company has not granted any SARs.

Indebtedness of Directors and Officers

None of the directors, executive officers or senior officers of the Company or persons who were
directors, executive officers or senior officers of the Company at any time during the Company’s last
completed financial year, none of the proposed nominees for election as directors of the Company
and none of the associates of such persons are or have been indebted to the Company or its
subsidiaries at any time since the beginning of the Company's last completed financial year.
Furthermore, none of such persons were indebted to a third party during such period where their
indebtedness was the subject of a guarantee, support agreement, letter of credit or other similar
armrangement or understanding provided by the Company or its subsidiaries.

As at the reporting date of this Information Circular there was not any indebtedness of all current
and such former directors, officers and employees to the Company and its subsidiaries and to third
parties to which the Company or its subsidiaries have provided a guarantee, support agreement,
letter of credit or other similar arrangement or understanding in connection with indebtedness
incurred other than for the purchase of the securities of the Company.

INTEREST OF MANAGEMENT AND INSIDERS IN MATERIAL TRANSACTIONS

None of the directors or senior officers of the Company, nor any proposed nominee for election as a
director of the Company, nor any person who beneficially owns, directly or indirectly, shares carrying
more than 10% of the voting rights attached to all outstanding shares of the Company, nor any
associate or affiliate of the foregoing persons has any material interest, direct or indirect, in any
transaction since the commencement of the Company’s fast completed financial year or in any
proposed transaction which, in either case, has or will materially affect the Company except as
disclosed herein except for the following.

REMUNERATION AND APPOINTMENT OF AUDITORS
The persons named in the enclosed Proxy will vote for the appointment of Loewen, Stronach & Co.,
Chartered Accountants, of 700 — 2695 Granville Street, Vancouver, British Columbia, as auditors for
the Company to hold office until the next Annual General Meeting of the shareholders, at a
remuneration to be fixed by the directors. Loewen, Stronach & Co. were first appointed auditors of
the Company on January 17, 1989,
MANAGEMENT CONTRACTS

Management contracts

Pursuant to an agreement dated as of May 1, 2000, Mr. Kim N. Hart (“Hart") of 56775 Hampton
Place, Vancouver, British Columbia, agreed to supply management services to the Company's
wholly owned subsidiary, Horsepower Network.com inc. (“Horsepower”) at a salary of $7,000 Cdn.
permonth. Hartis the President, Chief Executive Officer and a Director of the Company. Since the
commencement of the Company’s last completed financial year a total of $84,000 has been paid or
is payable by the Company to Hart for such services.

The Company also has an agreement with Hart pursuant to which Hart has agreed to supply
management services to the Company at a salary of $7,000 Cdn. per month. Since the
commencement of the Company's last completed financial year, a total of $84,000 has been paid or
is payable by the Company to Hart for such services.
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Name of
:Warrantholder

ANNE KENNEDY

DON HARRIS

DAVID BISSET

Date Granted/
Received

Jun. 1, 2001
Jun. 11, 2001
Jun. 22, 2001
Jun. 27, 2001
Jun, 27, 2001
Jun. 27, 2001
Jun. 27, 2001
Jun. 27, 2001
Jun. 27, 2001
Jun. 27, 2001

Jul. 10, 2001

Apr. 20, 2000
Oct. 12, 2000

Oct. 12, 2000

Oct. 12, 1999
Apr. 20, 2000
Aug. 24, 2000
Sept. 12, 2000

Oct. 12, 2000

Oct. 12, 1999

Number of
‘Warrants

510,000
200,000
190,000
100,000
200,000
165,000
200,000
105,000

80,000

50,000

200,000

50,000
100,000

54,000

136,000

50,000
240,000
100,000

165,000

150,000

Exercise
Price
(US$)

0.20
0.20

0.20

0.20
0.20
0.20

0.20

0.33
0.20

0.20

0.25

0.33

0.30

0.32

OId Expiry: Date

May 29, 2003

May 29, 2003

May 29, 2003

May 29, 2003

Jun. 27, 2003

Jun. 27, 2003

Jun.

Jun.

Jun.

Oct.

-~

Oct.

123

Oct,

Ap
Aug

=

27,2003
. 27,2003
. 27,2003
27,2003

27, 2003

. 20, 2002
12, 2002

12, 2002

12, 2001
. 20, 2002

. 24, 2002

Sept. 6, 2002

Oct. 12, 2002

Oct. 12, 2001

- Cumulative
Number

Qutstanding
6,560,000
6,760,000
6,950,000
7.050,000
7,250,000
7.415,000
7,615,000
7,720,000
7,800,000
7,850,000

8.050,000

50,000
150,000

204,000

136,000
186,000
426,000
626,000

691,000

150,000

New mxuwé
Date

May 29, 2004
May 29, 2004
May 29, 2004
May 29, 2004
Jun. 27, 2004
Jun. 27, 2004
Jun. 27, 2004
Jun, 27, 2004
Jun. 27, 2004
Jun. 27, 2004

Jun. 27, 2004

Apr. 20, 2003
Oct. 12,2003

Oct. 12, 2003

Oct. 12, 2002
Apr. 20, 2003
Aug. 24, 2003
Sept. 6, 2003

Oct. 12, 2003

Oct. 12, 2002

Atthe Meeting, the Company is seeking shareholder confirmation, ratification and approvai of such

extensions.

increase In Authorized Capltal

Presently the Company’s authorized capital consists of 58875,000 common shares without par
value of which 39,674,543 shares are issued. In order to énsure that there are sufficient shares
reserved for future issuances the Board of Directors proposes to increase the authorized capital to
100,000,000 common shares without par value. Pursuant to the Company Act (British Columbia) an
increase in the Company’s authorized capital requires approval of the shareholders by a special
resolution.

Creation of Class “A” and “B” Preference Shares

To permit future preferred share financings, the Board of Directors proposes to increase the
Company’s authorized capital by creating 100,000,000 Class “A” Preference shares with a par value
of $10 each and 100,000,000 Class “B” Preference shares with a par value of $50 each, to attach
special rights and restrictions to the preferred classes of shares, and to alter paragraph 2 of the
Company’s Memorandum to reflect these changes.

The text of the proposed special rights and restrictions is reproduced as a schedule to this
information Circular. Pursuant to those special rights and restrictions the Board of Directors are
empowered to attach further special rights and restrictions to the Preference shares.

Under the Company Act (British Columbia), the creation of the Class “A” and Class “B” Preference
shares, the attaching of special rights and restrictions thereto and the alteration of the Company’s
Memorandum to reflect such changes requires the approval of the shareholders of the Company by
a special resolution.

Other Matters

The management does not know of any other matters to come before the Meeting other than those
referred to in the Notice of Meeting. Should any other matters properly come before the Meeting, the
shares represented by the Proxy solicited hereby will be voted on such matters in accordance with
the best judgment of the persons voting the Proxy.

DATED at Vancouver, British Columbia, this 17th day of January, 2002.

ON BEHALF OF THE BOARD OF DIRECTORS

/signed/Kim N. Hart /signedfAnne Kennedy

Kim N. Hart Anne Kennedy
President and Chief Executive Officer Secretary

F:\Client Files\3700-3700\3775\06-AGM-Feb 22, 2001\InfoCirc.Final.doc
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dividends with respect to the common shares only or
with respect to any series of Class "A" Preference
shares only or with respect to any series of Class "B"
Preference shares only or with respect to any
combination of two or more such classes or series of
classes only.

26.02 Except as hereinafter provided, in the event of the liquidation, dissolution
or winding-up of the Company or any distribution of its assets for the purpose of
winding-up its affairs, after the payment of dividends declared but unpaid, the holders of
the Class "A" Preference shares and the Class "B" Preference shares shall be entitled pari
passu to be paid such amount as the special rights and restrictions attaching to such
shares shall provide, and in the absence of any express provision with respect thereto the
amount of capital paid up in respect thereof per share for each Class "A" Preference share
and each Class "B" Preference share held by them, out of the assets of the Company in
preference to and with priority over any payment or distribution of any capital asset or
monies among the holders of any common shares of the Company, and after payment to
the holders of the Class "A" Preference shares and Class "B" Preference shares of the
amount so payable to them they shall not be entitled to share in any other distribution of
the property or assets of the Company. The foregoing provisions of this Article 26.02
shall apply to all Class "A" Preference shares and Class "B" Preference shares, except as
expressly provided in the special rights and restrictions which the directors may create,

. define or attach to any series of Class "A" Preference shares or Class "B" Preference
shares.
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center in Richmond. This proposal includes a 15% purse increase for all horse persons and a
fresh new emphasis on the core live racing product. This proposal would not involve slot
machines but it is anticipated that government approvals will be necessary for Horsepower2 to be
included at the Hasting Park Thoroughbred racetrack and for Sungold to justify the ambitious
business model in a tough racing environment..

The $24,000,000 USD financing agreement with TAC International Investments LLC will be
used for racetrack development in BC. The Letter of Intent between Sungold and T.A.C.
International for the option to purchase 6 million shares of Sungold common for $4 US per
shares was extended to October 2002.

Sungold has also renewed its’ option for the 227 acre Gilmore property. The Company expects
the Agricultural Land Reserve (ALR) issues that held back the Richmond Racetrack will be
eliminated by building a conforming world class horse training and auction centre. The Sungold
team is prepared to work closely with the Cities of Vancouver and Richmond to provide the
capital and expertise to restore BC’s proud live horse racing heritage. Sungold feels it is essential
to begin the trend to export the BC product to the world in the tradition of all great racing
ceitres.

Richmond Thoroughbred Training Center (RTTC)

Sungold has an option to acquire 227 acres of land in Richmond, British Columbia.
Management plans to develop this land into an international-class thoroughbred training/auction
facility. The proposed facility is anticipated to include state of the art backstretch facilities, a
30,000 square foot Equine Therapy center, riding trails and an equine sales pavilion. Sungolds’
architects have planned and designed new racing facilities ranging from the modernization of
historic tracks like Churchill Downs and Saratoga, to the construction of new racing complexes,
including Emerald Downs, Remington Park, Canterbury Downs and the Meadowlands, and won
an international design competition for the Singapore Turf Club.

Agreements Related to Richmond Thoroughbred Training Center
In September, 2000 Sungold renegotiated its option with A.C. Gilmore & Sons (Farms) Ltd.
. regarding development of the Gilmore Farms 227 acres for the RTTC. The new agreement gives

Sungold the option to purchase 100% of the shares of A.C. Gilmore & Sons (Farms) Ltd. for

$20,992,490 CDN until February 23, 2002.

¢ Sungold engaged Hunter Interests of Maryland and Racing Resource Group of Colorado to
prepare a study of the British Columbia thoroughbred industry.

» Sungold engaged Lea and Associates to produce a traffic study. Lea and Associates
subsequently met with the Ministry of Transportation and Highways and confirmed that a
Richmond traffic plan to access the freeway at Nelson and No. 8 Road is consistent with the
strategic plans of BC Transportation and Highways.

* Sungold engaged Ewing, Cole, Cherry and Brott (North America’s leading racetrack designer)
as the master planner and executive racetrack architect. Ewing, Cole, Cherry and Brott has
provided Sungold consulting services related to site selection and market analysis and
prepared preliminary designs.

S-\client files\3700-3799\3775\06-agm-feb 22, 2001'\presidents’ report for fy aug 31 2001 .doc

e BC Soil Scientists Eveco Consultants prepared an agricultural assessment of the Gilmore
Land for management. The agricultural assessment indicates that the intended use of the
Gilmore Property is consistent with the agricultural capability of the surrounding areas and is
projected to realize benefits for both local and regional agricultural development.

o Management engaged Marketrend Research to conduct a survey of Richmond residents and a
second survey of Greater Vancouver residents to assess public opinion of the Richmond
proposed project. The Marketrend results indicate that 70% of those in Richmond with an
opinion supported a racetrack proposal on the Gilmore Farm site in Richmond. The public
support of Greater Vancouver residents indicates a higher level of approval.

¢ Sungold has engaged P.C.L. Constructors to act as the general contractor for RTTC. P.C.L. is
Canada’s leading building contractor and has successfully constructed major arenas, equine
centres and racetracks.

¢ Sungold has retained Eikos Planning Inc. to provide consulting services with the City of
Vancouver and all Provincial Agencies affected by the racetrack development proposal
.Eikos’ principle, Art Cowie, is a former Vancouver Parks Board commissioner,Provincial
Member of the Legislature and Art is considered a leader in the planning and design of “Urban
People Places™

SafeSpending Project

In May 2001, the Company signed an agreement for the acquisition of the entire world wide
right, title and interest to the intemnet payment system technology of SafeSpending Services Inc.
(“SafeSpending”). The SafeSpending internet payment system is a prepaid spending system that
uses a unique and personalized PIN number which can be used to make purchases online from
merchants and individuals.

The acquisition agreement with SafeSpending includes all copyrights, trademarks, source codes
and SafeSpending’s intellectual property. The former CEO of SafeSpending has been retained to
work under contract to Sungold during the transition phase. Under the terms of the agreement
the Company has agreed to pay a 7.5 percent royalty of net revenue relating to the technology and
the 330,000 common shares of the Company upon the Company or it’s subsidiary Horsepower
Broadcasting Network Inc. receiving $1,000,000 in net revenue from operation, sale or license of
the technology. In 2001 Sungold has been negotiating for joint venture partners to distribute
SafeSpending through retailers( land based )on a world wide basis.

Gun Lake Casino Project

Since 1984, Sungold provided financial support and assistance as per the agreements between
Sungold and the Gun Lake Indian Band towards the completion of the Federal Acknowledgment
Process, which established the Gun Lake Band as a Federally Recognized Indian Tribe.
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Walter Wolff, age 57 was appointed director of Sungold on February 16, 2001. Mr.
Wolff has owned and operated restaurants, bakeries and food processing facilities for 32 years.
European trained Mr. Wolfe has been the Chef for some of the world’s most renowned
establishments such as the De Bergues in Geneva, the Queen Elizabeth in Montreal and as the
Head Chef for Expo 67 in Montreal, Canada. Walter has served as a director on a number of
Canadian public and private companies.

Michael Bennett, age 55 was appointed director of Sungold on October 16, 2001.
Previously a director of 18 companies within the UK firm Ladbroke Group whose interests
included racetracks, casinos, betting shops and hotels. In 1998 formed Koala Leisure Limited, a
consulting firm specializing in operations and marketing for the gaming and leisure industries; an
industry advisor for Boss Media AB, a Swedish public company specializing in developing
online casinos.

Alan Weinrib, age 57 was appointed director of Sungold on October 25, 2001.
Founded Playmate Racing in 1980. Since 1997 - President of Easy Bets to August 2001.
Director of Sportspread.com, a spread betting company based in Ireland. Consultant to
Nurex.com, a London firm involved in site hosting and management to the gaming industry.

Jeff Grant, age 33 was appointed director of Sungold on December 20, 2001.
Systems architecture and database design consultant specializing in knowledge of Oracle
database also systems security and performance training consultant for large corporate networks
including Wachovia Bank, Bank of Montreal, Human Resource Development of Canada, Oracle,
SNV International, Gencor Corp., Amazon.com, Home Hardware, EMI Music Canada, BMG,
Nettwerk Records, Bryan Adams, Sarah McLachlan.

Walter Davidson, was appointed director of Sungold on January 10, 2002.
Chairman of Globatrex Industries Inc. INASDAQ) ; former Member of Parliament and Speaker
of the House to the British Columbia Legislature; former Chairman and CEQ of British
Columbia Crown Corporation National Corporate National Corporate Management Inc.

S\client files\3700-3799\3775\06-agm-feb 22, 2001\presidents’ report for fy aug 31 2001.doc

Financing ~

The following is a summary of Sungold’s financing activities during the fiscal year ending
August 31, 2001:

Sungold issued 12,278,800 common shares pursuant to private placements, the exercise
of share purchase warrants, and the exercise of incentive share purchase options for CAD
$2,387,027.

Respectfully Submitted,
SUNGOLD ENTERTAINMENT CORP.
Per: “Kim N. Hart"

Kim N. Hart

President & CEO

January 17, 2002

This Directors’ Report contains forward-looking statements regarding future events. Forward-looking statements address future events and
conditions based on the opinions and esti; of and th involve inherent risks and uncertainties. Actual results may differ
materially from those cumrently anticipated in such statements. The reader is cautioned not to place undue reliance on forward-looking
statements.
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SUNGOLD ENTERTAINMENT CORP.
CONSOUDATED BALANCE SHEET
AUGUST 31, 2001

(A Development Stage Company)
(Presented in Canadian Dollars)

SUNGOLD ENTERTAINMENT CORP.
CONSOLIDATED STATEMENT OF LOSS AND DEFICIT
FOR THE YEAR ENDED AUGUST 31, 2001

(A Development Stage Company)
(Presented in Canadian Dollars)

2001 2000 1999
2001 2000 $ 3 $
$ $
REVENUE

ASSETS Sales 12,428 - -
Foreign exchange gain (loss) 12,098 18,438 (18,372)
CURRENT ASSETS Interest income 2 6 210
Cash 104,194 56,546 24528 18,444 {18,162)

Prepaid expenses and deposits 45,767 41,049
: 149,961 97,595 EXPENSES

PRE-DEVELOPMENT COSTS (Note 4) : 2,894,225 3,038,441 Adverlising and promotion 714,709 701,109 136,189
CAPITAL ASSETS (Note 5) 695,716 364,869 Management fees 246,000 186,500 151,000

3,739,902 3,600,905 Intemet services 161,791 - -
Amortization 142,669 52,388 1,458
Professional and consulting fees 118,716 98,061 171,857
LIABILITIES Investor relations 93,927 18,405 11,724
Travel and conferences } 77,504 114,240 46,239
CURRENT LIABILITIES Office and miscellaneous 70,096 45,753 32,150
Accounts payable and accrued liabilities 115,710 136,688 Insurance 51,449 42,086 28,333
Obligation under capital leases (Note 6) 16,037 - Office rent and services 48,990 49,248 43,527
131,747 136,688 Transfer agent and filing fees 24,916 23,789 17,91
OBLIGATION UNDER CAPITAL LEASES (Note 6) 36,687 - Interest and bank charges 4,149 988 773

168,434 136,688 Internet on capital leases 3,118 - -
1,748,034 1,332,567 641,181

SHAREHOLDERS' EQUITY Write-down of pre-development costs and investment 460,574 - -
2,208,608 1,332,567 641,181
SHARE CAPITAL (Note 7) 13,768,636 11,377,305 L0OSs 2,184,080 1,314,123 659,343
DEFICIT : (10,197,168)  (8,013,088) DEFICIT ~ beginning 8,013,088 6,698,965 6,039,622
3,571,468 3,364,217 DEFICIT -~ ending 10,197,168 8,013,088 6,698,965

3,739,902 3,500,905

APPROVED BY THE DIRECTORS:

m‘ m i Director

18

%\A%‘. Director
n\ 7

(See accompanying notes to financial statements)

Loewen, Stronach & Co.  (hartered Accountants

(See accompanying notes to financial statements)

Loewen, Stronach & Co. C(hartered Accountaats
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SUNGOLD ENTERTAINMENT CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED AUGUST 31, 2001

(A Development Stage Company)
(Presented in Canadian Dollars)

PAGE ~ 2~

Note 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

d) Pre-development costs

The cost of each pre-development project is capitalized until commercial production is
established. #f management determines that a project is not economically viable, the
property and related deferred expenditures are written off.

The costs deferred at any time do not necessarily reflect present or future values. The
ultimate recovery of such amounts depends on the Company successfully developing and
commencing the project.

e) Capital Assets and Amortization

f)

Capital assets are recorded at cost with amortization provided on a declining balance as
follows:

Computer equipment 30%
Computers under capital leases 30%
Intemnet software 20%

The above rate has been utilized to reflect the anticipated life expectancy. In the year of
acquisition only one-half the normal rate is applied.

Income Taxes

In December 1997 the Canadian Institute of Chartered Accountants issued Handbook
Section 3465, Accounting for Income Taxes, which requires a change from the deferral
method of accounting for income taxes to the liability method of accounting for income taxes
efiective January 1, 2000. Since the Company has no history of profits, management
believes that it is more fikely than not that any of the future tax assets will not be realized and
therefore has provided a full valuation allowance against the future tax assets. Accordingly,
there is no future tax asset or liability recorded for any year.

g) Stock-based Compensation Plans

The Company has a stock-based compensation plan, which is described in Note 7 a). No
compensation expense is recognized for these plans when stock options are issued to
members of the Board of Directors. Any consideration paid by members of the Board of
Directors upon exercise of stock options is recorded as an increase to share capital.

e f3

Loewen, Stronach & Co. Chartered Accountants

SUNGOLD ENTERTAINMENT CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED AUGUST 31, 2001

(A Development Stage Company)
(Presented in Canadian Doflars)

PAGE-3-

NOTE3

PRE-DEVELOPMENT COSTS

a) Gun Lake Indian Band project

b)

In 1994 the Company entered into an agreement with the Gun Lake Indian Band ("Band™ in
Michigan, USA to develop and manage a full service casino and gaming operation.

The Company had filed a comprehensive lawsuit in the Michigan courts against the Band.
The litigation arose out of notification that the Band would not honour its agreement with the
Company. The Company sued for specific performance and is seeking damages of
$447,800,000. The trial court dismissed the lawsuit on the basis of the Defendants’ claim of
sovereign immunity. The Company is appealing that decision before the Michigan Court of
Appeals, which has appointed a mediator (ses niots 11 h - Subsequent Events).

2000 2001
Balance Additions Balance
3 $ $
Consulting and legal fees 1,004,622 31,546 1,036,168
Contractual obligation 520,117 - 520,117
Travel and lodging 213,432 - 213,432
1,738,171 31,546 1,769,717

Toledo Beach project

In Aprit 2000, the Company renegotiated its option to acquire approximately 243 acres at
Toledo Beach, Michigan, USA. The option allowed the Company to acquire the 243 acres
by May 15, 2001(expired) for US $733,115 and by agreeing to pay an additional
US$1,400,000 by June 15, 2001 (expired). The Company decided not to exercise the option
and has written off the project.

2000 2001
Balance Additions® Write-off Balance
$ $ $ 3
Consutting fees 96,116 33,448 {129,564) -
Option extensions and other 270,487 60,523 {331,010) -
366,603 93,971 {460,574) -

L)

Loewen, Stronach & Co. Churtered Aceountants
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SUNGOLD ENTERTAINMENT CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED AUGUST 31, 2001

(A Development Stage Company)
(Presented in Canadian Dollars)
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NOTE 4

PRE-DEVELOPMENT COSTS (continued)

€) Horsepower™ Operating project

f)

TOTAL PRE-DEVELOPMENT COSTS

On February 20, 2001, the Company incorporated a wholly owned subsidiary, Horsepower
Broadcasting Network (HBN) International Ltd. (“HBN IntT"), in the Province of Quebec
under the Canada Business Corporation Act. HBN intl licensed by the Kahnawake Gaming
Commission and operates on the Kahnawake Territory in Quebec. Its main activity is
operating the Horsepower2™ game, a unique equal chance online US$ cash wagering
version virtual horseracing game. Horsepower2™ allows aft players an equal chance to win
when wagering on common parimutuel pools.

2000 Additions 2001
Balance Balance
3 $ $

Legal and consutting fees - - -

SafeSpending project

In May 2001, the Company signed an agreement for the acquisition of the entire world wide
right, title and interest to the internet payment system technology of SafeSpending Services
Inc. (“SafeSpending”). The SafeSpending internet payment system is a prepaid spending
system that uses a unique and personalized PIN number which can be used to make
purchases online from merchants and individuals.

The acquisition agreement with SafeSpending includes all copyrights, trademarks, source
codes and SafeSpending’s intellectual property. Under the terms of agreement the
Company has agreed to pay a 7.5 percent royalty of net revenue relating to the technology
and 330,000 common shares of the Company upon the Company or it's subsidiary
Horsepower Broadcasting Network Inc. receiving $1,000,000 in net revenue from operation,
sale or license of the technology.

2000 Additions 2001

$ $ $
Acquisition cost - 62,300 62,300
Legal and consutting fees - 2,863 2,863

- 65,163 65,163

2000 Additions  Wiite-off 2001
$ $ $ $

3,038,441 316,358 (460,574) 2,894 225

Loewen, Stronach & Co.  Chartered Accountants
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2001

(A Development Stage Company)
(Presented in Canadian Dollars)
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Note 5 CAPITAL ASSETS

2001 2000
Cost Less Net Book  Net Book
Accumulated Value Value
Amortization
$ $ $ $
Computer equipment 255,112 89,647 165465 161,505
Computers under capital leases 62,378 9,351 53,027 -
Intemet software 575,441 98,217 477,224 203,364
TOTAL 892,931 197,215 695,716 364,869

Note 6 OBLIGATION UNDER CAPITAL LEASES

The Company has three lease agreements for computers accounted for as capital leases. Current
payments are $2,094 monthly including applicable taxes, expiring November 2003 through June

2004.

The following is a schedule of future lease payments

Total minimum lease payments
Less amount representing interest
Balance of obligations

Less current portion

Non-current portion

For next three years:
- 2002
- 2003
-~ 2004

2001
3

2000

65,429
(12,705)

52,724
(16,037)

36,687

16,037
16,037
20,650

52,724

Loewen, Stronach & Co.  Chartered Accountants
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SUNGOLD ENTERTAINMENT CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED AUGUST 31, 2001

(A Development Stage Company)
(Presented in Canadian Dollars)

PAGE~10~
Note 10 ACCUMULATED LOSSES

The company has accumulated non-capital losses for income tax purposes of $5,327,193 which
may be carried forward and used to reduce taxable income in future years. Under present tax

legislation, these losses will expire as follows:

SUNGOLD ENTERTAINMENT CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED AUGUST 31, 2001

(A Development Stage Company)
{Presented in Canadian Dollars)

PAGE ~ 11 -

Note 11

SUBSEQUENT EVENTS (continued)
e) In October 2001, the Company granted a total of 600,000 stock options to directors/officers:

i. 200,000 @ US$0.10 each to October 19, 2006;
ii. 100,000 @ US$0.10 each to October 22, 2006;
fi. 100,000 @ US$0.12 each to October 22, 2006;
v. 200,000 @ US$0.12 each to October 23, 2006.

f) In November 2001, the Company issued 1,000,000 private placement units at a price of
US$0.15 each. Each unit comprised of one common share and non-transferable share
purchase warrant. Each share purchase warrant is exercisable for one common share at a

price of US$0.15 per share to November 2, 2004,

g) In November 2001, the Company granted 400,000 stock-options to a director/officer

@US$0.10 each to November 19, 2006.

Note 11

Year Amount
$

2001
2002 136,761
2003 - 629,337
2004 543,932
2005 474,086
2006 653,279
2007 1,306,106
2008 1,583,692

5,327,193

The company has accumulated capital losses for income tax purposes of $367,319 that may be
carried forward indefinitely and used to reduce capital gains in the future.

SUBSEQUENT EVENTS

a)

b)

<)

d)

In September 2001, the Company issued 1,000,000 private placement units at a price of
US$0.16 each. Each unit comprises one common share and one share purchase warrant.
Each share purchase warrant Is exercisable for one common share at a price of US$0.20 per
share to September 7, 2004.

In September 2001, the Company granted 450,000 stock options to the directors and officers
with an exercise price of US$0.11 each to MmEmScmﬂ. 7, 2006. (Also see note 11 ¢)

In October 2001, the Company received US$44,000 for exercise of 400,000 stock options
that had been granted in September 2001. (Also see note 11 b)

In September 2001, the Comparty signed an extension agreement to re-extend the expiry
date of its Richmond horse training complex project agreement, a 6 million common
treasury shares private placement, to October 1, 2002 (Also see note 3 c).

PR

Loewen, Stronach & Co.  Charteced Accouatanis

h) In December 2001, the Company has recelved an acknowledgement that the Gun Lake
Indian Band case oral argument will be heard before the Michigan Courts of Appeals on

January 15, 2002.

Loewen, Stronach & Co.  Chartered Accountants
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Note 12

UNITED STATES ACCOUNTING PRINCIPLES (continued)

h)  The following table summarizes the effect on shareholders’ equity after considering the US
GAAP adjustments:

Common Shares issued /net loss:
August 31, 1986
e Shares for cash
« Netloss under US GAAP
August 31, 1987
« Shares for cash
* Netloss under US GAAP
August 31, 1988
s Shares for cash
« Shares for property
« Netloss under US GAAP
August 31, 1989
o Shares for cash
e Shares for property
« Netloss under US GAAP
August 31, 1990
o Shares for cash
o Netloss under US GAAP
August 31, 1991
« Shares for cash
« Netloss under US GAAP
August 31, 1992
«  Shares for cash
+ Shares for property
« Netloss under US GAAP
August 31, 1993
e Shares for cash
e Netloss under US GAAP
August 31, 1994
e Shares for cash
« Foreign currency
e Netloss under US GAAP
August 31, 1995

Foreign Total
Common Accumulated Currency Shareholders’
Shares Deficit Transtation Equity
Amount Adjustments

$ $ $ $
107,501 - 107,501
107,501 - - 107,501
166,971 - - 166,971
274,472 - - 274,472
401,667 - - 401,667
227,000 - - 227,000
- (753,962) - (753,962)
903,139 (753,962) - 149,177
622,215 - - 622,215
1,897,000 - - 1,897,000
- (575,612) - (675,612)
3,422,354 (1,329,574) 2,092,780
100,250 - - 100,250
- (350,482) - (350,482)
3,522,604 (1,680,056) - 1,842,548
402,900 - - 402,900
- (1,420,584) - (1,420,584)
3,925,504 (3,100,640) - 824,864
465,875 - - 465,875
150,000 - - 150,000
- (289,189) - (289,189)
4,541,379 (3,389,829) - 1,151,550
576,500 - - 576,500
- (836,050) - (836,050)
5,117,879 (4,225,879) © 892,000
176,000 - 175,000
- - 3,448 3,448
- (738,384) - (738,384)
5,292,879 (4,964,263) 3,448 332,064

.. 115
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Note 12

August 31, 1995 - balance forward

e Shares for cash

s Foreign currency

« Netloss under US GAAP
August 31, 1996

e Shares for cash

» Share-based compensation

« Foreign currency

« Netloss under US GAAP
August 31, 1997

« Shares for cash

e  Share-based compensation

e Foreign currency

e Netloss under US GAAP
August 31, 1998

e Shares for cash

« Share-based compensation

«  Foreign currency

« Net loss under US GAAP
August 31, 1999

« Shares for cash

» Foreign currency

+ Netloss under US GAAP
August 31, 2000

« Shares for cash

« Foreign currency

+ Netloss under US GAAP
August 31, 2001

UNITED STATES ACCOUNTING PRINCIPLES (continued)

Foreign Total
Common Accumutated Currency Shareholders'
Shares Deficit Translation Equity
Amount Adjustments
3 $ $ $
5,292,879 (4,964,263) 3,448 332,064
255,750 - - 255,750
. - 3,329 3,329
- (501,749) - {501,749)
5,548,629 {5,466,012) 6,777 89,394
1,250,000 - . - 1,250,000
1,345,680 (1,345,680) - -
- - (1,646) (1,646)
- (1,046,798) - (1,046,798)
8,144,309 (7,858,490) 5,131 290,950
1,351,967 - - 1,351,967
2,078,946  (2,078,946) . - -
R - 11,140 11,140
- (1,297,719) - (1,297,719)
11,675,222 (11,235,155) 16,271 356,338
1,044,358 - - 1,044,358
1,286,112  (1,286,112) - .
- - (18,372) (18,372)
- (1,300,904) - (1,300,904)
13,905,692  (13,822,171) (2,101) 81,420
2,182,351 - - 2,182,351
- - 18,438 18,438
- (1,956,433) - (1,956,433)
16,088,043  (15,778,604) 16,337 325,776
2,391,331 - - 2,391,331
- - 12,098 12,098
- (2,051,962) - (2,051,962)
18,479,374  (17,830,566) 28,435 677,243
.. 116

Loewen, Stronach & Co.  Chartered Accountants
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SUNGOLD ENTERTAINMENT CORP.
INTERIM CONSOLIDATED BALANCE SHEET
NOVEMBER 30, 2001
(A Development Stage Company)
(Presented in Canadian Dollars)

(Unaudited - See Notice to Reader)

ASSETS
CURRENT ASSETS
Cash
Prepaid expenses and deposits
PRE-DEVELOPMENT COSTS (Note 2)
CAPITAL ASSETS (Note 3)
LIABILITIES

CURRENT LIABILITIES
Accounts payable and accrued liabilities
Obligation under capital leases (Note 6)

OBLIGATION UNDER CAPITAL LEASES (Note 6)

SHAREHOLDERS’ EQUITY

SHARE CAPITAL (Note 4)
DEFICIT

APPROVED BY THE DIRECTORS:

o o= - -
R Director

Director

Loewen, Stronach & Co. Chartered Accunntants

November 30 August 31
2001 2001
$ $
22,839 104,194
49,536 45,767
72,375 149,961
2,898,537 2,894,225
655,366 695,716
3,626,278 3,739,902
68,958 115,710
16,884 16,037
85,842 131,747
31,364 36,687
117,206 168,434
14,240,585 13,768,636
(10,731,513) (10,197,168)

3,509,072 3,571,468
3,626,278 3,739,902

R accompanying notes to interim consolidated financial statements

SUNGOLD ENTERTAINMENT CORP,

INTERIM CONSOLIDATED STATEMENT OF LOSS
FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(A Development Stage Company)

{Presented in Canadian Dollars)

(Unaudited - See Notice to Reader)

2001 2000
3 3
REVENUE
Sales 1,757 -
Interest income 4 -
Foreign exchange gain (loss) (325) 1,987
1,436 1,987
EXPENSES
Advertising and promotion 167,981 144,646
investor relations 86,637 699
Internet services 80,988 -
Management fees 61,500 61,500
Travel and conferences 39,400 26,586
Amortization 40,350 23,057
Insurance 16,137 11,528
Office rent and services 14,745 5,041
Professional and consutting fees 12,957 9,261
Office and miscellaneous 10,396 9,508
Prizes 9,265 -
Transfer agent and filing fees 2,799 1,631
Interest on capital leases 2,064 -
Interest and bank charges 562 415
535,781 293,872
LOSS 534,345 291,885

See accompanying notes to interim consolidated financiat statements

Loewen, Stronach & Co.  Chactered Accountants
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Note 1

SUNGOLD ENTERTAINMENT CORP.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001

(Unaudited - See Notice to Reader)

SUMMARY OF w_OZ:u_O>Zﬂ ACCOUNTING POUICIES

a)

b}

<)

d)

Commitments and Contingencies

The Company's activities are subject to various govemnmmental laws and regulations
relating to horseracing, intemet animated horseracing and gaming entertainments. These
requlations are continually changing and generally becoming more restrictive. The
Company believes its operations comply in all material respects with all applicable laws
and regulations.

Basis of Consolidation

These consolidated financial statements include the accounts of the company and its
wholly owned subsidiaries, Sungold Entertainment USA, Inc. and Horsepower
Broadcasting Network Inc. and Horsepower Broadcasting Network (HBN) Intemational
Ltd. All inter-company transactions and balances have been eliminated.

Trans!ation of Foreign Currencies

Accounts recorded in foreign currency have been converted to Canadian dollars as
follows:

+ Current assets and current liabilities at exchange rates at the end of the year;
« Other assets at historical rates;
* Revenues and expenses at the average rate of exchange for the month.

Gains and losses resulting from the fluctuation of foreign exchange rates are included in
the determination of income.

Pre-development costs

The cost of each pre-development project is capitalized until commercial production is
established. If management determines that a project is not economically viable, the
property and related deferred expenditures are written off.

The costs deferred at any time do not necessarily reflect present or future values. The

ultimate recovery of such amounts depends on the Company successfully developing
and commencing the project.

Loewen, Stronach & Co. Chartered Accountants

SUNGOLD ENTERTAINMENT CORP.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(Unaudited - See Notice to Reader)

PAGE-2-
Note 1

Note 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e) Capital Assets and Amortization
Capital assets are recorded at cost with amortization provided on a declining balance as
follows: Computer equipment 30%
Computers under capital leases 30%
Intemet software 20%
The above rate has been utllized to reflect the anticipated life expectancy.
In the year of acquisition only one-half the normal rate is applied.
PRE-DEVELOPMENT COSTS
a) Gun Lake Indian Band project

In 1994 the Company entered into an agreement with the Gun Lake Indian Band {“Band™)
in Michigan, USA to develop and manage a full service casino and gaming operation.

The Company had filed a comprehensive lawsuit in the Michigan courts against the
Band. The litigation arose out of notification that the Band would not honour its
agreement with the Company. The Company sued for specific performance and is
seeking damages of $447,800,000. The trial court dismissed the lawsuit on the basis of
the Defendants’ claim of sovereign immunity. The Company is appealing that decision
before the Michigan Court of Appeals, which has appointed a mediator.

August 31 November 30
2001 Additions 2001
3 $ $
Consulting and legal fees 1,036,168 - 1,036,168
Contractuat obligation 520,117 - 520,117
Travel and lodging 213,432 - 213,432
1,769,717 - 1,769,717

Loewen, Stronach & Co. Chartered Accountaats
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SUNGOLD ENTERTAINMENT CORP.
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(Unaudited - See Notice to Reader)

PAGE -5 -
Note 2 PRE-DEVELOPMENT COSTS (continued)
e) SafeSpending project

In May 2001, the Company signed an agreement for the acquisition of the entire worid
wide right, fitle and interest to the intemet payment system technology of SafeSpending
Services Inc. (“SafeSpending”). The SafeSpending intemet payment system is a prepaid
spending system that uses a unique and personalized PIN number which can be used to
make purchases online from merchants and individuals.

The acquisition agreement with SafeSpending includes all copyrights, trademarks,
source codes and SafeSpending’s intellectual property, Under the terms of agreement
the Company has agreed to pay a 7.5 percent royalty of net revenue relating to the
technology and 330,000 common shares of the Company upon the Company or it's
subsidiary Horsepower Broadcasting Network inc. receiving $1,000,000 in net revenue
from operation, sale or license of the technology.

August 31 Additions  November 30
2001 $ 2001
$ $
Acquilsition cost . 62,300 - 62,300
Legal and consulting fees 2,863 - 2,863
65,163 - 65,163

August 31 November 30
2001 Additions 2001
3 $ $

TOTAL PRE-DEVELOPMENT COSTS 2,894,225 4,312 2,898,537

Note 3 CAPITAL ASSETS

November 30 August 31
2001 2001

Cost Less Net Book  Net Book
Accumulated Value Value
Amortization
. $ $ $ $

Computer equipment 255,112 102,159 152,953 166,465
Computers under capital leases 62,378 13,328 49,050 53,027
internet software 575,441 122,078 453,363 477,224

TOTAL 892,931 237,475 655,366 695,716

.18

Loewen, Stronach & Co.  Chartered Accountants

SUNGOLD ENTERTAINMENT CORP.
NOTES TO INTERIM CONSOUIDATED FINANCIAL STATEMENTS

FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(Unaudited - See Notice to Reader)

PAGE -6 -
Note 4 OBLIGATION UNDER CAPITAL LEASES

The Company has three lease agreements for computers accounted for as capital leases.
Current payments are $2,094 monthly including applicable taxes, expiring November 2003

through June 2004.

The following is a schedule of future lease payments

November 30 August 31
2001 2001

$ $
Total minimum lease payments 68,975 65,429
Less amount representing interest (10,727) (12,705)
Balance of obligations 48,248 52,724
Less current portion (16,884) (16,037)
Non-current portion 31,364 36,687

For next twelve months ended:

- 2002 16,884 16,037
-2003 19,509 16,037
—2004 11,855 20,650

48,248 52,724

Note 5 SHARE CAPITAL
November 30 August 31
2001 2001
3 3
Authorized:
68,875,000 common shares without
par value
Issued:
36,674,543common shares (August
31, 2001 — 34,454,543 shares) 14,240,585 13,768,636

Loewen, Stronach & Co. Chartered Accountaats
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Note 1

SUNGOLD ENTERTAINMENT CORP.
NOTES TO INTERiIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001

{Unaudited - See Notice to Reader)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a) Commitments and Contingencies

b)

<)

d)

The Company’s activities are subject to various governmental laws and regulations
relating to horseracing, intemet animated horseracing and gaming entertainments. These
regulations are continually changing and generally becoming more restrictive. The
Company believes its operations comply in all material respects with all applicable laws
and regulations.

Basis of Consolidation

These consolidated financial statements include the accounts of the company and its
wholly owned subsidiaries, Sungold Entertainment USA, Inc. and Horsepcwer
Broadcasting Network Inc. and Horsepower Broadcasting Network (HBN) International
Ltd. All inter-company transactions and balances have been eliminated.

Transtation of Foreign Currencies

>oooc2m:wooamnm=qonma:o:é:@:mécmm:8:<m:mn»oom:m&m:ao_ﬁmamw
follows: :

« Current assets and current liabilities at exchange rates at the end of the year;
e Other assets at historica! rates;
* Revenues and expenses at the average rate of exchange for the month.

Gains and losses resulting from the fluctuation of foreign exchange rates are included in
the determination of income.

Pre-development costs

The cost of each pre-development project is capitalized until commercial production is
established. If management determines that a project is not economically viable, the
property and related deferred expenditures are written off.

The costs deferred at any time do not necessarily reflect present or future values. The
ultimate recovery of such amounts depends on the Company successfully developing
and commencing the project.

SUNGOLD ENTERTAINMENT CORP.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(Unaudited - See Notice to Reader)

PAGE-2-
Note 1

Note 2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

e) Capital Assets and Amortization

Capital assets are recorded at cost with amortization provided on a declining balance as
follows:

Computer equipment 30%
Computers under capital leases  30%
internet software 20%

The above rate has been utilized to reflect the anticipated tife expectancy.

In the year of acquisition only one-half the normal rate is applied.

PRE-DEVELOPMENT COSTS

a) Gun Lake Indian Band project

In 1994 the Comipany entered into an agreement with the Gun Lake Indian Band (“Band”)
in Michigan, USA to develop and manage a full service casino and gaming operation.

The Company had filed a comprehensive lawsuit in the Michigan courts against the
Band. The litigation arose out of notification that the Band would not honour its
agreement with the Company. The Company sued for specific performance and is
seeking damages of $447,800,000. The trial court dismissed the lawsuit on the basis of
the Defendants’ claim of sovereign immunity. The Cormpany is appealing that decision
before the Michigan Court of Appeals, which has appointed a mediator,

August 31 November 30
2001 Additions 2001
$ $ 3
Consulting and legal fees 1,036,168 - 1,036,168
Contractual obfigation 520,117 - 520,117
Travel and lodging 213432 - 213,432

1,769,717 - 1,769,717

.13
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SUNGOLD ENTERTAINMENT CORP.

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001

(Unaudited - See Notice to Reader)

PAGE-5-

Note 2 PRE-DEVELOPMENT COSTS (continued)

e) SafeSpending project

In May 2001, the Company signed an agreement for the acquisition of the entire world
wide right, title and interest to the internet payment system technology of SafeSpending
Services Inc. (“SafeSpending™). The SafeSpending internet payment system is a prepaid
spending system that uses a unique and personalized PIN number which can be used to
make purchases online from merchants and individuals.

The acquisition agreement with SafeSpending includes all copyrights, trademarks,
source codes and SafeSpending's intellectual property. Under the terms of agreement
the Company has agreed to pay a 7.5 percent royalty of net revenue refating to the
technology and 330,000 common shares of the Company upon the Comipany or it's
subsidiary Horsepower Broadcasting Network Inc. receiving $1,000,000 in net revenue

from operation, sale or license of the technology.

Acquisition cost
Legal and consulting fees

TOTAL PRE-DEVELOPMENT COSTS

Note 3 CAPITAL ASSETS

Computer equipment
Computers under capital leases
Internet software

TOTAL

August 31 Additions November 30
2001 $ 2001

$

3

762,300 - 62,300

2,863 - 2,863

65,163 s 65,163

August 31 November 30
2001 Additions 2001

3$

$ $

2,894,225 4,312 2,898,537

November 30 August 31
2001 2001

Cost

$

Less Net Book  Net Book
Accumulated Valus Value
Amortization

$ $ $

255,112
62,378
575,441

102,159 152,953 165,465
13,328 49,050 53,027
122,078 453,363 477224

892,931

237,475 655,366 695,716

.. 16

SUNGOLD ENTERTAINMENT CORP.
NOTES TO INTERIM CONSOLIDATED FINANCIAL m._.>._.m§m2._,.m

FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(Unaudited - See Notice to Reader)

PAGE - 6 -

Note 4 OBLIGATION UNDER CAPITAL LEASES
The Company has three lease agreements for computers accounted for as capital leases.
Current payments are $2,094 monthly including applicable taxes, expiring November 2003
through June 2004,

The following is a schedule of future lease payments
November 30 August 31

2001 2001

$ 3
Total minimum lease payments 58,975 65,429
Less amount representing interest (10,727) (12,705)
Balance of obligations 48,248 52,724
Less current portion (16,884) (16,037)
Non-current portion 31,364 36,687

For next twelve months ended:

~2002 16,884 16,037
~2003 19,509 16,037
~ 2004 11,855 20,650

48,248 52,724

Note 5 SHARE CAPITAL
November 30 August 31
2001 2001
$ $
Authorized:
68,875,000 common shares without
par value
Issued:
36,674,543common shares (August
31, 2001 — 34,454,543 shares) '14,240,585 13,768,636
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SUNGOLD ENTERTAINMENT CORP.

INTERIM CONSOLIDATED STATEMENT OF DEFICIT
FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(A Development Stage Company)

(Presented in Canadizan Dollars)

{Unaudited - See Notice to Reader)

2001 2000
$ $
DEFICIT - beginning 10,197,168 8,013,088
LOSS 534,345 291,885
DEFICIT - ending 10,731,513 8,304,973

See accompanying notes to interim consolidated financial statements

SUNGOLD ENTERTAINMENT CORP.

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE THREE MONTHS ENDED NOVEMBER 30, 2001
(A Development Stage Company)

(Presented in Canadian Dollars)

{Unaudited - See Notice to Reader)

2001 2000
$ $
OPERATING ACTIVITIES
Loss (534,345) (291,885)
Item not involving cash:
Amortization 40,350 23,057

(493,995) (268,828)
Cash provided by changes in non-cash
working capital items:
Prepaid expenses and deposits
Accounts payable and accrued lial

(3,769) (48,694)
(46,752) (82,410)
(544,516) __ (399,932)

INVESTING ACTIVITIES
Pre-development costs (4.312) (142,113)
Acquisition of capital assets - (31,033)
(4,312) (173,146)

FINANCING ACTIVITIES
Repayment of capital leases liabflity (4,476) -
Issuance of shares 471,949 558,567
446,473 568,567
INCREASE (DECREASE) IN CASH (81,355) (14,511)
CASH - beginning 104,194 56,546
CASH - ending 22,839 42,035

Notes to statement of cash flow:

1)  Cash consists of balances with banks

2) lInterest and income taxes paid:
Interest paid 2,626 415
Income taxes paid - -

See accompanying notes to interim consolidated financial statements



SUNGOLD ENTERTAINMENT CORP.
PROXY

FOR THE ANNUAL GENERAL MEETING
TO BE HELD FRIDAY, FEBRUARY 22, 2002

THIS PROXY IS SOLICITED ON BEHALF OF THE MANAGEMENT OF THE COMPANY

The undersigned, being a shareholder of SUNGOLD ENTERTAINMENT CORP. (the “Company”),
hereby appoints Kim N. Hart, President and a director of the Company, or failing him, Anne
Kennedy, Secretary and a director of the Company, or altenatively,
as proxyholder, to attend the Annual General Meeting of the Company to be held on Fnday,
February 22, 2002 and at any adjournment thereof and to vote the shares in the capital of the
Company held by the undersigned with respect to the matters set forth below as follows:

1. Appointment of Loewen Stronach & Co., Chartered Accountants, as auditors and authorizing
the directors to fix the remuneration to be paid to the auditors.

VOTEFOR _ WITHHOLD VOTE
2. Fixing the number of directors for the ensuing year at ten.
INFAVOUR _ AGAINST
3. Election of the Board of Directors as follows:
Kim N. Hart - Vote For -~ Withhold Vote
Donald R. Harris Vote For Withhold Vote
Anne Kennedy Vote For Withhold Vote
Stéven S. Marette Vote For Withhold Vote
Peter Morgana Vote For Withhold Vote
Walter Wolff Vote For Withhold Vote
Michael D. Bennett Vote For Withhold Vote
Alan Weinrib Vote For Withhold Vote
Jeff Grant » Vote For Withhold Vote

Walter Davidson Vote For Withhold Vote




10.

Authorizing the directors to grant directors, officers, employees and permitted consultants
options to purchase common shares in the Company without further shareholder approval.

IN FAVOUR AGAINST
Authorizing the directors to establish Stock Option Plan.
IN FAVOUR AGAINST

Extending by one additional year all existing outstanding warrants of the Company as at
August 17, 2001.

IN FAVOUR AGAINST

Altering the Company’s Memorandum to increase the Company’s authorized capital by

increasing the number of authorized common shares without par value from 58,875,000 to

100,000,000 shares.
IN FAVOUR AGAINST

Altering the Articles of the Company by adding thereto a Part 26 entitled “Special Rights and
Restrictions” in the form submitting to the Meeting.

IN FAVOUR AGAINST

Increasing the authorized capital of the Company by creating 100,000,000 Class “A”
Preference shares with a par value of $10 each and 100,000,000 Class “B” Preference
shares with a par value of $50 each, attaching special rights and restrictions to the Class “A”
Preference shares and the Class “B” Preference shares as set outin Part 26 of the Articles
of the Company, and altering paragraph 2 of the Memorandum of the Company accordingly.

IN FAVOUR AGAINST

With respect to the transaction of such other business as may properly come before the
Meeting, as the proxyholder, in their sole discretion, may see fit.

THE UNDERSIGNED HEREBY REVOKES ANY PROXY PREVIOUSLY GIVEN.

DATED this day of ,

NAME (Please Print) SIGNATURE

Number of Shares Represented
by This Proxy




NOTES

1. The shares represented by this Proxy will be voted or withheld from voting on any poll
requested by a shareholder or proxyholder (provided the instructions are certain) or required
by virtue of 5% or more of the outstanding shares of the Company being represented by
proxies at the Meeting that are to be voted against a matter. If the shareholder or an
intermediary holding shares and acting on behalf of an unregistered shareholder has
specified a choice with respect to any of the items above by marking an “x” in the space
provided for that purpose the shares will be voted on any poll in accordance with that choice.
If no choice is specified, the proxyholder, if nominated by management, intends to vote the
shares represented by the proxy as if the shareholder had specified an affirmative vote. If
any amendments or variations to matters identified in the Notice of Meeting are proposed at
the Meeting or if any other matters properly come before the meeting, discretionary authority
is hereby conferred with respect thereto.

2. A shareholder or an intermediary holding shares and acting on behalf of an
unregistered shareholder has the right to appoint a person (who need not be a shareholder)
to attend and act on their behalf at the meeting other than the persons named in the proxy as
proxyholders. To exercise this right, the shareholder or intermediary must strike out the
names of the persons named in the Proxy as proxyholders and insert the name of their
nominee in the space provided or complete another proxy.

3. This Proxy will not be valid unless it is dated and signed by the intermediary or by the
shareholder or their attorney authorized in writing. In the case of a corporation, this Proxy must be
dated and executed under its corporate seal or signed by a duly authorized officer or attomey for the
corporation.

4. To be effective, the Proxy together with the power of attorney or other authority, if any, under
which it was signed or a notarially certified copy thereof must be deposited with the Company’s
transfer agent Computershare Trust Company of Canada, of 510 Burrard Street, Vancouver, British
Columbia, V6C 3B9 at least 48 hours (excluding Saturdays, Sundays and statutory holidays) before
the time of the Meeting. or adjournment thereof or deposited with the chairman of the meeting prior
to the commencement thereof. Unregistered shareholders who received the Proxy through an
intermediary must deliver the Proxy in accordance with the instructions given by such intermediary.

5. This Proxy is solicited on behalf of the management of the Company.

Your name and address are registered as shown.
Please notify Computershare Trust Company of Canada of any change in your address.




SUPPLEMENTAL MAILING LIST RETURN CARD
(National Policy 41)

NOTICE TO SHAREHOLDERS OF SUNGOLD ENTERTAINMENT CORP.

In accordance with National Policy Statement No. 41/Shareholder Communication (the “Policy”), and pursuant
to the British Columbia Securities Act and Rules:

a) a registered shareholder may elect annually to have his or her name added to an issuer’s supplemental
mailing list in order to receive quarterly reports for the issuer’s first, second and third fiscal quarters.
Registered shareholders will automatically receive a quarterly report for an issuer’s fourth fiscal quarter; and

b) a non-registered shareholder may elect annually to have his or her name added to an issuer’s supplemental
mailing list in order to receive quarterly reports for the issuer’s first, second and third quarters. Non-registered
shareholders entitled to receive an issuer’s audited annual financial statements, pursuant to the Policy, will
receive a quarterly report for an issuer’s fourth fiscal quarter.

In anticipation of the ability to use electronic methods for communication between issuers and their
shareholders, we are requesting that you provide us with your fax number and/or e-mail address. Please also
indicate your preferred method of communication.

SUNGOLD ENTERTAINMENT CORP.

The undersigned certifies that he/she is the owner of securities (other than debt instruments) of the company,
and request that he/she be placed on the company’s Supplemental Mailing List in respect of its quarterly
financial statements.

Name - Please print

Address

City/Prov/Postal Code

Email Address

Signature Dated

Please complete and return this card to:
Computershare Investor Services Inc.
510 Burrard Street, Vancouver, BC V6C 3B9




