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SKN RESOURCESLTD.
Balance Sheet

(Unaudited)
January 31, April 30,
2003 2002
ASSETS
Current assets
Cash $ 128,734 $ 1,037
Accounts receivable 679 8,382
129,413 9,419
Marketable securities (note 4) - 77,658

Interest in and Expenditures on Resour ce Properties (notes 3 and 5)

Minerd daims

Oil and gaslease

Reclamation deposits
Licensing agreement (note 6)

LIABILITIES

Current liabilities
Accounts payable and accrued liabilities
Dueto private parties (note 7 and 9)

SHAREHOLDERS EQUITY
Share capital (note 8)
Share subscriptions (note 11)
Contributed surplus
Deficit

Approved by the Board:

" G.A. ARMSTRONG "
Director

" CAROL BROWNIE"
Director

2,109,410 2,096,810

1 1
10,000 10,000
1 1

$_2248825% 2,193,889

$ 40,840 $ 365,616
25,044 1.364.067

65,884 1,729,683

13,041,730 11,652,818
127,750 -
21,876 -

(11,008,415) _(11,188,612)

2,182,941 464,206

$ 2248825% 2193889




SKN RESOURCESLTD.
Statement of L oss and Deficit
(Unaudited)

General and Administrative Expenses
Printing and shareholder information
Bank charges and interest, net
Property reclamation
Travel and promotion
Management fees
Rent
Office and miscellaneous
Professional fees
Consulting fees
Filing and transfer agent fees
Salary and benefits
B.C. corporation capital tax (recovery)

Capital gains

For given accounts payable (note 9)
L osson disposal of capital assets
Other income

Net income ( 10ss)
Deficit - beginning of period

Deficit - end of period

Earnings (loss) per share
Weighted Average Number of Shares

Three months ended Nine months ended
January 31 January 31
2003 2002 2003 2002
$ 633 $ 575 $ 9,081 $ 7534
18 27,319 24,685 83,481
- - - 8,108
2,047 - 2,047 -
- 7,500 7,500 22,500
- 4,665 4,776 13,996
861 817 1,951 3,068
300 300 2,044 6,938
21,876 - 21,876 -
9,259 35 25,642 2,500
- - - 18,983
- (13.459) - (13.459)
34,994 27,752 99,602 153,649
- - 138,129 -
- - 141,670 -
- - - (3,994)
- - - 10,000
(34,994) (27,752 180,197 (147,643)
(10.973,421) (11.118512) (11.188,612) 10.998.621)
$(11.008.415)  $(11.146.264) $(11.008.415)  $(11.146.264)
$ (0.01) % (0.01) $ 0.03 $ (0.04)
9,270,932 3211422 9,270,932 3211422




SKN RESOURCESLTD.
Statement of Cash Flows
(Unaudited)

Cash flowsfrom operating activities

Net income (10ss)

Adjustments non-cash items:
Gain on sale of securities
Loss on disposal of capital assets
Accounts payable forgiven
Interest on debt settled with shares
Consulting fees

Changesin non-cash working capital
Accountsreceivable
Accounts payable

Cash flows from investing activities
Expenditures on resource properties
Reclamation deposits
Proceeds from sale of securities
Purchase of marketable securities

Cash flows from financing activities

Share subscriptions
Advances from related parties

Net increase (decrease) in cash
Cash - beginning of period

Cash - end of period

Supplemental Disclosure of Cash Flow I nformation

Interest paid

Three months ended Nine months ended
January 31 January 31
2003 2002 2003 2002
$ (34994) % (27,752 $ 180,197 $ (147643)
- - (138,129) -
- - - 3,994
- - (141,670) -
24,845 - 24,845 -
21.876 - 21.876 -
11,727 (27,752 (52,881) (143,649)
8,160 1,018 7,703 57,786
(45.992) (12.193) 27.181 5.848
(26,105) (38.927) (17,997) (80.015)
- - (12,600) (7,497)
- - - 24,000
- - 5,500 -
- - - (58.480)
- - (7.100) (41.977)
127,750 - 127,750 -
19.469 27304 25.044 126,777
147.219 27304 152,794 126,777
121,114 (11,623) 127,697 4,785
7.620 18,001 1.037 1593
$ 128,734 $ 6,378 $ 128,734 $ 6,378
$ - $ - $ - $ -




SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

1. Going Concern
These financid dtatements have been prepared by management in accordance with generdly accepted
accounting principles on a going concern basis. This presumes funds will be available to finance on-
going development, operations and capitd expenditures and the redization of assets and the payment of
ligbilities in the norma course of operations for the foreseeable future.

The Company has minimd capitd resources avalable to meet obligations which normdly can be
expected to be incurred by smilar companies and has an accumulated deficit of $11,008,415 (2001 -
$11,146,264). These factors raise substantial doubt about the Company's ability to continue as agoing
concern and is dependent on its ability to obtain and mantan an appropriate levd of finandng on a
timdy bass and to achieve auffident cash flows to cover obligations and expenses. The outcome of
these matters cannot be predicted. These finandd satements do not give effect to any adjustments to
the amount and classfication of assets and lidbilities which might be necessary should the Company be
unable to continue its operations as a going concern.

2. Significant Accounting Policies
(@) Interim financid datements

The interim finencdd satements follow the same accounting policies and methods of ther
gpplication as the mogt recent annua financid dsatements for the year ended April 30, 2002.
However, they may not incdude dl of the information and disclosures required by the annud
finendd datements. In the opinion of management, dl adjusments of a normd recurring nature
necessary for a far presentation have been included. The results for the interim periods are not
necessarily indicative of the results for the entire year. The information contained in the interim
finendd satements should be read in conjunction with the Company's latest annud financid
statements and the notes thereto.

(b) Generd
The Company isin the development stage and has yet to generate Significant revenues.

(c)Portfolio investments
Portfolio investments are carried at written down vaue.

(d) Investment in and expenditures on resource properties
The Company is in the exploration stage with respect to its invetment in mingd dams and,
accordingly, follows the practice of capitdizing dl costsrdaing to the acquistion of, exploration for
and the devdopment of minerd dams net of dl incidentd revenues received. At such time as
commercid production commences, these costs will be charged to operations on a unit-of-
production method based on esimated recoverable reserves. The aggregate costs related to
abandoned minerd clamswill be charged to operations at the time of abandonment.



SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

2. Significant Accounting Palicies (Continued)
(e) Flow-through shares
The Company finances a portion of its exploration program with flow-through common share
Issues. Income tax deductions rdding to these expenditures are dameble only by investors.
Proceeds from common shares issued pursuant to flow-through financdng are credited to capital
stock.

(f) Fnancid ingtruments
The Company's financdd ingruments condst of cash, accounts receivable, portfolio invesments,
accounts payable and accrued liabilites and amount due to private companies. Unless otherwise
noted, it is management's opinion that the Company is not exposed to sgnificant interest, currency
or credit risks aisng from these financd ingruments due to the immediae or short term maturity of
these financid instruments gpproximeate their carrying values.

(9) Use of estimates
The preparation of financid statements in conformity with generdly accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and lidbilites and disclosures of contingent assets and lidbiliies a the date of the financid
satements, and the reported amounts of revenues and expenses during the reporting period. Actud
results could differ from those estimates and would impact future results of operations and cash
flows.

(h) Loss per share
Loss per share computations are based on the weighted average number of common shares
outstanding during the yesar.

(i) Income taxes
Income taxes are caculated usng the ligbility method of tax accounting. Temporary differences
aigng from the difference between the tax bass of an asset or lidlity and its carrying amount on
the baance sheet are used to cdculate future income tax assets or ligbilities. Future income tax assets
or licbilities are caculated usng tax rates anticipated to gpply in the periods that the temporary
differences are expected to reverse. A vduation dlowance is provided to reduce the asset to the net
amount management estimates to be reasonable to carry as a future income tax asset.

(j) Stock-based compensation plans
Effective May 1, 2002, the Company has adopted the new requirements of the Canadian Indtitute of
Chartered Accountants with respect to accounting for stock based compensation. Options granted to
employees are accounted for usng the sdtlement method where no compensation expense is
recorded when options are granted. Options granted to non-employees are accounted for usng the
far vdue method where compensation expense is caculated usng the Black-Scholes options
pricing model. The new recommendations are being gpplied prospectively.



SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

3. Realization of Assets
The Company's invesment in and expenditures on resource properties comprise substantidly dl of the
Company's assets. Redization of the Company's invesment in these assetsis dependent on establishing
legd ownership of the properties, on the atanment of successful production from the properties or
from the proceeds of their disposa.

4. Portfolio Investments

January 31, 2003 April 30, 2002
Written Written

Down Value M ar ket Down Vdue Market
81,779 common shares

of International Enexco Limited $ - $ - $ 8178 $ 4,089

974,667 common shares

of Rio Fortuna Exploration Corp. - - 58,480 116,960

100,000 common shares

of lvory Oilsand Minerds Inc. - - 11,000 5,000
$ - $ - $__ 77658 $ 126,049

During the current period the invesments were sold. During the year ended April 30, 1998, the
investments were written down to their fair market vaue.

5. Interest in and Expenditures on Resour ce Properties

Minerd daims condg of: January 31, April 30,
2003 2002
Rex Mountain Gold Property (note 5(a))
Cost $ 699,782 $ 699,782
Deferred expenditures 1,435,802 1,435,802
Writeoff of minera property (2,135,584) (2,135,584)
Mac Molybdenum Property (note 5(b))
Cost 1,500,000 1,500,000
Deferred expenditures, net of revenues 2,544,858 2,532,258
Writedown of minera property (2,016,128) (2,016,128)
2,028,730 2,016,130
Clearwater Property (note5(c))
Deferred expenditures 80,679 80,679
Voisey's Bay Property (note 5(d))
Cost 11,500 11,500
Deferred expenditures 45,964 45,964
Writedown of minera property (57.463) (57.463)

1 1



SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

5.

Interest in and Expenditures on Resour ce Properties (Continued)

(& The Company was granted an option to acquire a 100% undivided interest in fifteen minerd dams
and four crown grants located in the Lillooet Mining Divison, British Columbia The option would be
deemed to have been exercised when $632,000 in roydties had been paid to the optionor. Minimum

royaty payments of $25,000 must be paid to the optionor on September 1 of each year (paid to August

31, 1999). The option was terminated during the year ended April 30, 2002, and the claims are returned

to the optionor.

The Company owned 100% undivided interest in seventeen additional minera clams on this property.

(b) During the year ended April 30, 1997, the Company acquired a 100% interest in eleven minerd
dams located in the Omineca Mining Divison, British Columbia from Rio Algom Exploration Inc. for
the issue of 150,000 post consolidated common shares (note 8(b)) of the Company at a price of $10 per
share of the Company. During the year ended April 30, 2000, the Company wrote down the property
by 50% based on management assessed recoverable vadue of the property. One dam was forfeited
during the year ended April 20, 2002 bringing the total number of clamsto ten.

(c) During the year ended April 30, 1999, the Company acquired a 100% interest in 55 dam units in
Kamloops Mining Divison. The dams are in good standing until November 2006.

(d) The Company owns a 45% undivided interest in 100 minerd daims located at Tasuyak in Voisey's
Bay area of Labrador, Newfoundland. During the year ended April 30, 2001 the Company wrote
down the property to one dollar ($1.00).

(e) Oil and gaslease

The Company's "Sunrise Prospect” consists of a 0.562% working interest in a petroleum and natura
gas lease dtuated in Northeastern British Columbia. This lease is registered in the name of Enermark
Resources Inc., Cdgay, Alberta During the year ended 2001, the Company wrote-down the property
to one dollar ($1).

(f) The Company has renounced $1,574,284 (2001 - $1,574,284) of its deferred exploration and
development expenditures for tax purposes to the investors of flow-through common shares.

Licensing Agreement

Pursuant to an agreement dated November 18, 1988, the Company was granted exdusve worldwide
manufacturing and ditribution rights (excluding Canada) for the "Firdlight 11" barbecue.

Pursuant to an agreement dated June 30, 1990, the Company assigned dl its rights, title and interest in
the Hrdight Il for consderation of $225,000 in future roydties based on $0.25 per unit sold, to a
maximum of 900,000 units with a minimum annua royaty of $12,500.

The licendng agreement was written-down to a carrying vadue of $1 during the year ended April 30,
1991. No royaties have been received by the Company.



SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

7. Dueto Private Parties

A private company, Kdvin Grove Edtates Ltd., in which G. Arnold Armstrong, Presdent and director
of the Company, is director and controlling shareholder, advanced $1,344,598 (2002 - $1,292,519)
induding accrued interest to July 31, 2002 of $24,842 (January 31, 2002 - $83,777) to the Company.
The amount was bearing interest at prime plus 5% (see note 9(b)). The Company issued 1,000,000 post
consolidated common shares (note 8(b)) at a deemed price of $1.00 per share as a partia debt
settlement during the year ended April 30, 2001. Kevin Grove Estates Ltd., assigned $1,269,598 of
this debt to arm's length parties on October 2, 2002.

On November 14, 2002, pursuant to Exchange approva and the approval of disnterested shareholders
at an Extraordinary Shareholders meding hdd November 14, 2002, $1,388,912 in debt was settled
through the issuance of 1,193,140 shares and 12,695,980 Units at $0.10 per share and $0.10 per unit.
(Note 8(b)). The full amount of $1,344,598 due to private parties was included in this debt settlement.

At January 31, 2003, due to private parties represents two US$8,000 (2002 - $0) promissory notes due
September 1, 2003 which bear interest at 15% per annum if paid by September 1, 2003 and 20% per
annum if paid subsequent to September 1, 2003.

Capital Stock
(&) Authorized

100,000,000 Common shares without par value
(b) Issued and dlotted

April 30
2002
Number
of Shares Amount
Bdance, Beginning of Year 32,114,220 $ 11,652,818
Reverse split one for ten (28.902,798) -
Baance, End of Y ear restated 3,211,422 11,652,818
Debt settlement 13,889,120 1,388,912
Balance, End of period 17,100542 _ 13,041,730

On duy 25, 2001, the Company consolidated its shares on the bass of one new common share issued
for every ten dd common shares issued and increased its authorized capitd to 100,000,000 common
shares.

On November 14, 2002, the Company hdd an extraordinary generd meding, during which the
shareholders approved the debt settlement agreements announced on September 20, 2002. The
Company agreed to settle $1,388,912 in outstanding debt through the issuance of 13,899,120 securities,

issued at a deemed price of $0.10 per security. The securities are comprised of: 443,140 Common
shares to be issued to the presdent of the Company, G. Arnold Armstrong in settlement of outstanding
legd fees hilled on a 50% discounted bass; 750,000 Common shares issuable to Kevin Grove Estates



Ltd., aprivate company in which G. Arnold Armstrong is director and controlling



SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

8. Capital Stock (continued)
(b)
shareholder; and a total of 12,695,980 Units issudble to 13 arm's-length parties. Each of the Units is
comprised of one Common share and one-hdf of a purchase warrant exercisable for a period of two
years a $0.15 per share. The arm's length parties obtained thar debt through assgnments from Kevin
Grove Edtates Ltd. which had $1,344,598 due from the Company as aresult of cash advances made by
Kelvin Grove Estates Ltd. to the Company to fund the Company's exploration programsin Mexico.
Issuance of the shares on the debt settlement will not result in a change of control, as dl of the am's-
length parties recaving shares under the debt settlement will individudly hold less than 10% in the
capital of the Company after issuance. The am's-length parties have also represented that they are not
acting jointly or in concert together.
All shares issued on the debt settlement will be subject to a one year hold period from the date of
issuance (note 8(e)).

(c) Share option plan

During the period ended January 31, 2003 and year ended April 30, 2002, the following activity
occurred within the stock option plan:
Number Weighted

of Options AveragePrice

Options outstanding as of April 30, 2001 800,000 $ 0.10
Options expired (80,000)% -
Reverse split one for ten (720,000) -
Options outstanding as of April 30, 2002 - -
Options granted 2,042,000.00 $ 0.35

On December 16, 2002, the Company granted options for a total 2,042,000 shares to directors,
officers, employees and consultants. The options are exercisdble at a price of $0.35 per share to
December 16, 2005.

The Company applies the settlement method in accounting for its stock options granted to
employees, and accordingly, no compensation expense is recorded in these financid Statements for
those options granted. Had compensation expense been determined as provided in the far vaue
method udng the Black-Scholes options pricing modd, the proformas effect on the Company's net
loss and per share amounts for the period ended January 31, 2003 would have been asfollows:

Net income (l0ss), as reported $ 180,197
Net income (loss), pro-forma 56,235
Earnings (loss), per share, asreported $ 0.03

Earnings (loss), per share, proforma $ 0.01



SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

8. Capital Stock (continued)
(©
The Company applies the far vaue method using the Black-Scholes option pricing modd, in
accounting for options granted to non-employees. During the period ended January 31, 2003, the
Company granted 342,000 stock options to non-employees and as aresult, additional compensation
of $21,876 was recognized in the books of the Company as consulting fees for the period.

Expected life (years) 5

Interest rate 3.00%

Volaility 62.44%

Dividend yidd 0.00%
(d) Warrants outstanding

On November 14, 2002, 6,347,990 share purchase warrants exercissble for aperiod of two years at
$0.11 per share were issued as part of the settlement of debt.

(€) Escrow shares
At January 31, 2003, 15,289,120 common shares of the Company were subject to an escrow
agreement under which the shares may not be transferred, assigned or released without the consent
of the rlevant regulatory bodly.
9. Reated Party Transactions

(&) Included in accounts payable are the following amounts payable to:
January 31, January 31,

2003 2002
A law firm in which an officer and director is
the proprietor - 119,140
A company controlled by an officer and director 300 105,921
An accounting firm in which aformer officer and
director is the proprietor 40,840 81,679
Directorsfor directors fees 44,800

41,140 351,540

During the period ended, the Company had $141,670 in accounts payable and accrued lighilities
forgiven. Included in this amount was $40,760 in legd fees in which an officer and director is the
proprietor, $12,600 by a private company controlled by an officer and director, $43,510 by an
accounting firm in which aformer officer and director is the proprietor, and $44,800 in director fees.



SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

9. Rdated Party Transactions (continued)
On November 14, 2002, as part of a debt settlement, the Company issued 443,140 shares a a
deemed price of $0.10 per share to the presdent of the Company in settlement of outstanding lega
fees.

(b) The amount due to private parties included $75,000 due to acompany controlled by adirector of the
Company (note 7 and note 8). On November 14, 2002, as part of a debt settlement, the Company
issued 750,000 shares at a deemed price of $0.10 per share to settle the debt.

(¢) The Company was charged the following amounts: January 31, January 31
2003 2002

Legd feesby alaw firm in which an officer

and director isthe proprietor 1,344 -
Management fees by a company controlled

by an officer and director 7,500 7,500
Office renta and accounting by a company

controlled by an officer and director 5,200 4,800

10. Income Taxes

The components of the future income tax assets are asfollows:
January 31, April 30,

2003 2002
Future Income Assets
Non-capita loss carry-forwards $ 2,208,000% 2,308,900
Unused cumulative exploration and devel opment expenses 2,834,000 2,821,000
Taxable portion of write-down of marketable securities - 68,267
5,042,000 5,198,167
Approximate tax rate 45% 45%
2,268,900 2,339,175
Less Vduation dlowance (2,268,900) _ (2,339,175)
$ - $ -

The non-capital losses which may be carried forward to apply againg future years income for
Canadian income tax purposes will expire as follows:

2003 $ 150,100
2004 409,900
2005 316,900
2006 508,000
2007 401,100

2008 236,000



2009 186.000
$_2.208.000




SKN RESOURCESLTD.
Notesto the Financial Statements
(Unaudited)

For the nine months ended January 31, 2003 2002

11. Subsequent Events

On November 25, 2002, the Company entered into an agreement with the sole shareholder of Fortress
China Inc. ("Fortress'), aBritish Virgin Idands company, to purchase dl of the issued and outstanding
shares of Fortress for $165,000 payable through the issuance of 1,650,000 of the Company's common
shares. On February 3, 2003, the Company completed its acquisition of Fortress falowing receipt of
conditional acceptance of the transaction by the TSX Venture Exchange. Find Exchange acceptance is
conditiona upon completion of the finendng announced January 15, 2003 and ddivery of a title
opinion on the Tongchang Project. The 1,650,000 shares to be issued to the shareholder of Fortress will

be subject to an escrow agreement. Twenty-five percent of the shares will be released from escrow
upon TSX Venture Exchange acceptance, and 15% released every quarter thereafter. The acquistion
of Fortress does not result in a change of control, management or business of the Company.

A whaly owned subsdiary of Fortress, Fortress Gold Mining Inc. ("Fortress Gold"), on October 22,
2002, entered into a Cooperative Agreement with Yunnan Geology Minerd Resources Co. Ltd.
("YGMR") to acquire up to a 70% interest in its Tongchang precious and base meta exploration
permits (the "Permits’) covering an area of goproximatdy 173 square kilometres (km) in the
Tongchang area of Yunnan Province, China On January 20, 2003, Fortress Gold formdized and
replaced the Cooperative Agreement with YGMR with a Cooperative Joint Venture Agreement ("JV
Agreement”). Under the JV Agreement, the parties agreed to incorporate, and on the terms of the
capitaization and operation of a Chinese cooperative joint venture company, Yunnan Fu Mining Co.
Ltd. ("YFQ").

In order to acquire its 70% interest, Fortress must make cash payments to YGMR and contribute to the
JV company a total of US$4,200,000 over four years. The fird year's firm commitments are the
contribution of US$500,000 to the Vv Company and the payment to YGMR of US$250,000. Upon
Fortress earning its 70% interest, the parties will contribute to the JV Company based on ther
respective interests, subject to a standard dilution clause, provided that YGMR's interest will not be
diluted to less than 10%. A Nationa Ingrument 43-101 Summary Review Report has been completed
on the Tongchang Project by R.D. Westervelt, M.Sc., P.Eng..

On February 4, 2003, the Company closed the non-brokered portion of the private placement
announced January 15, 2003, issuing 500,000 units for proceeds of $225,000. Each unit consists of one
common share and one-hdf share purchase warrant. Each whole warrant is exercissble for a period of
one year from closing at $0.60 per share.

On February 18, 2003 the brokered portion of the placement closed. Haywood Securities Inc. advised
that the 2,000,000 unit over-dlotment option on the brokered private placement was exercised. As a
result atotal of 6,450,000 units was placed by Haywood at $0.45 per unit for proceeds of $2,902,500
less finandng costs of $225,212.50 for net proceeds of $2,682,287.50. Each unit consists of one
common share and one-haf share purchase warrant. Each whole warrant is exercisable for a period of
one year from closing at $0.60 per share.



