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Humboldt is an investment company with its holdings concentrated in the junior oil and gas sector.
Humboldt provides early stage risk capital, business experience and guidance to small oil and gas

enterprises with attractive prospects and motivated high quality management.
Humboldt makes sizeable investments in businesses with the potential for

growth, with the objective of realizing significant capital gains through the
increase in the value of its share positions, over the long term.

Due to the size of its investments, Humboldt has representatives on the
Boards of companies in which it has a significant investment and is

proactive in ensuring management maintains well considered, long term
business plans and appropriate corporate governance policies.

In addition to its major holdings, Humboldt has a portfolio of medium-sized
energy and service companies and also invests in this more established segment of the energy industry
through its wholly owned affiliate, Humboldt Energy Fund.

Highlights

Six Months Ended
June 30

(Thousands, except per share amounts) 2002 2001 2000

Earnings $ 610 $ 594 $ 166
Earnings per share $ 0.04 $ 0.05 $ 0.01
Share capital $ 1,800 $ 1,720 $ 1,367
Unrealized gains $ 2,371 $ 8,362 $ 852
Retained earnings $ 20,353 $ 19,486 $ 18,913
Shareholders’ equity $ 24,524 $ 29,568 $ 21,132
Shares outstanding 12,666 12,894 12,438
Net asset value per share $ 1.93 $ 2.25 $ 1.62
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For the six months ended June 30, 2002, Humboldt reported increased earnings, totalling $610,000,
compared with $594,000 in 2001. Retained earnings increased to $20.4 million from the $19.5 million
reported for the prior year.

The depressed condition of the natural gas sector, caused in part by lower natural gas prices, resulted in
a decline in stock prices and a lower portfolio value for Humboldt’s holdings. Hence, shareholders equity
for the period totalled $24.5 million, or a net asset value per share of $1.93, compared with $29.6 million
reported for June 30, 2001, or $2.25 per share.

Humboldt anticipates that with oil and natural gas prices currently trending upwards, improved financial
results will be reported by most of the companies in its portfolio, and this will lead to an increase in
Humboldt’s portfolio value.

A part of Humboldt’s investment philosophy has been to retain sufficient liquidity to assist, from time to
time, the financing and growth of those companies in which it holds a major interest. As a result, the
Company has advanced $2.0 million to companies in its portfolio to accelerate their active exploration
programs and improve their growth potential. Humboldt anticipates that these advances will be repaid
from cash flow or from further financing of these companies.

Humboldt ended the quarter with significant liquidity totalling $3.6 million, which will enable it to
capitalize on opportunities for timely purchases in the generally weaker energy sector.

Humboldt�s Investment Philosophy
Humboldt is an investment company with its holdings concentrated in the junior oil and gas sector,
principally in a number of small, well managed, rapidly growing energy companies. Over the past year,
Humboldt diversified its holdings of exploration and production companies into larger, more established
companies, to benefit from their improved liquidity and generally higher market multiples and to junior

To The Shareholders
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exploration companies with international assets, to benefit from the higher impact potential of their
exploration successes.

In addition, Humboldt has recently made investments in the energy services sector to benefit from its
recovery as the energy industry commences to reinvest the increased cash flow from higher 2002
commodity prices.

The Economy and the Markets
The North American economy appears to be in an upward trending recovery phase, fuelled by lower
interest rates in both Canada and the United States. The impact of this continuing recovery should
increase oil and especially natural gas prices in the latter half of 2002.

Oil prices have been recently affected by North American growth and political uncertainties in the Middle
East. These factors are likely to continue throughout the year and result in steady or higher oil prices.

Natural gas has been negatively impacted by continuing excess U.S. natural gas storage volumes.
However, the overall natural gas trend continues to be one of reduced deliverability, lower reserve
additions, declining storage volumes and increased demand caused by economic recovery. Hence, it is
very likely that significantly increased prices will prevail in the upcoming winter heating season. This
assumption is partly confirmed by steady winter futures prices which enables prudent gas producing
companies to lock in a portion of their production at excellent price levels.

While North American stock markets are currently going through a phase of turmoil, it seems apparent
that investors are steadily moving back to companies with real assets. "Old economy" companies such as
oil and gas producers should be favoured when the inevitable equity market up-trend truly
recommences.

Stock Valuation and Share Buyback
During the first half of 2002, Humboldt repurchased and cancelled an additional 76,500 Multiple Voting
Shares and 60,000 Subordinate Voting Shares at an average cost of $0.94 per share. Pursuant to the
requirement of the currently outstanding normal course issuer bid, the Company may purchase a further
243,200 Subordinate Voting Shares and 260,300 Multiple Voting Shares prior to January 16, 2003.

Outlook
Humboldt firmly believes that we are in the recovery phase of the North American economic cycle and
that oil and natural gas pricing will be impacted by upward pressures. As a result, energy stocks should
be rapidly repriced higher and Humboldt is in an excellent strategic position to benefit from this phase of
the energy cycle.

R.W. Lamond
Chairman of the Board
August 22, 2002
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Management�s Discussion and Analysis
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The Management’s Discussion and Analysis should be read in conjunction with the interim consolidated
financial statements. The analysis compares the results for the six months ended June 30, 2002 with the
same period in 2001.

Portfolio Summary and Net Asset Value
at June 30, 2002

Unrealized % of Net
(Thousands, except percentage No. of Carrying Gain Investment % of Asset
and per share amounts) Shares Value (Loss)(1) Cost(2) Portfolio Value

Diaz Resources Ltd. 16,287 $ 5,923 $ 950 $ 4,973 29.8 24.2
Nycan Energy Corp. 1,771 2,391 1,054 1,337 12.0 9.8
Highview Resources Ltd. 8,298 1,660 858 802 8.3 6.8
Sharon Energy Ltd. 9,762 1,074 (665) 1,739 5.4 4.4
Tuscany Energy Ltd. 2,000 180 (20) 200 0.9 0.7

Major Holdings 11,228 2,177 9,051 56.4 45.8
Humboldt Energy Fund 1,810 318 1,492 9.1 7.4

Nu-Sky Energy Inc. 563 411 283 128 2.1 1.7
Rio Alto Exploration Inc. 22 401 (15) 416 2.0 1.6
Connacher Oil & Gas 963 337 67 270 1.7 1.4
Canadian Superior Energy 100 320 20 300 1.6 1.3
Elk Point Resources Inc. 97 313 (14) 327 1.6 1.3
Geodyne Energy Inc. 1,489 298 (118) 416 1.5 1.2
Seventh Energy Ltd. 491 235 63 172 1.2 1.0
Husky Energy Inc. 11 182 8 174 0.9 0.7
Terraquest Energy Corp. 300 156 79 77 0.8 0.6
New North Resources Ltd. 604 145 (36) 181 0.7 0.6
Trafina Energy Ltd. 297 133 60 73 0.7 0.5
York Energy Limited 480 120 (79) 199 0.6 0.5
Rider Resources Ltd. 180 115 (12) 127 0.6 0.5
Longview Petroleum 571 114 (86) 200 0.6 0.5
Energy North Inc. 455 114 (51) 165 0.6 0.5
Other Canadian Oil & Gas 961 (207) 1,168 4.8 3.9

Canadian Oil & Gas 4,355 (38) 4,393 21.9 17.8
Centurion Energy Inc. 696 438 (42) 480 2.2 1.8
Scimitar Hydrocarbons 1,235 284 (144) 428 1.4 1.2
Bow Valley Energy 148 222 26 196 1.1 0.9
Pan Ocean Energy 34 77 (10) 87 0.4 0.3
Canop Worldwide 1,815 36 (74) 110 0.2 0.1

International Oil & Gas 1,057 (244) 1,301 5.3 4.3
Halliburton Co. 16 452 16 436 2.3 1.8
Precision Drilling Ltd. 6 287 92 195 1.4 1.2
Ensign Resources Services 13 211 37 174 1.1 0.9
Destiny Resource Services 467 117 (26) 143 0.6 0.5
Ryan Energy Technology 42 85 7 78 0.4 0.3

Energy Services 1,152 126 1,026 5.8 4.7
Madagascar JV 152 152 0 152 0.8 0.6
Bearstooth Platinum 272 147 52 95 0.7 0.6
Rio Nevada Mines Corp. 68 – (18) 18 0.0 0.0

Mining 299 34 265 1.5 1.2
Total Portfolio $ 19,901 $ 2,373 $ 17,528 100.0 81.1
Loans 2,030 8.3
Cash and receivable/payable 3,590 14.6
Future tax (997) (4.1)
Net asset value $ 24,524 100.0
Net asset value per share $ 1.93

Notes: (1) Unrealized Gain (Loss) is the Carrying Value less Investment Cost.
(2) Investment Cost represents the original cost of the securities less any permanent impairment and cost recovery.
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Investment Performance

Three Months Ended Six Months Ended
(Thousands, except percentage amounts) June 30 June 30
Cash and Short Term Deposits 2002 2001 2002 2001
Balance at end of period $ 3,488 $ 6,563 $ 3,488 $ 6,563
Interest income $ 19 $ 58 $ 38 $ 153
Return on average investment 1.7% 3.4% 1.7% 5.1%
Capital gains

Cost of investments sold $ 130 $ 618 $ 1,786 $ 966
Gain on sale of investments $ 38 $ 430 $ 765 $ 560

Return on investments 29.2% 69.6% 42.8% 58%

June 30
Long Term Loans and Debentures 2002 2001
Loans to associated companies $ 2,030 $ 446
Interest bearing debentures 150 100
Total $ 2,180 $ 546
Interest for the period $ 59 $ 31
Return on average investment 7.1% 10.0%

During the first six months of 2002, Humboldt realized a net gain of $765,000 on the sale of securities
with an investment of $1,786,000, returning 42.8% on the original investment. The majority of this gain
resulted from the sale of CanBaikal Resources Inc., which netted the Company a gain of $665,000 on a
total investment of $1,328,000, made over the previous three years.

June 30
2002 2001

Unrealized gains on portfolio
Cost of investments $ 17,528 $ 14,877

Unrealized gain $ 2,373 $ 10,297
Future tax on unrealized gain (1) (1,935)
Net, after tax, unrealized gain $ 2,372 $ 8,362
Unrealized return on investments 13.5% 56.2%
Shareholder value

Net asset value $ 24,524 $ 29,568
Net asset value per share (fully diluted) $ 1.93 $ 2.25

Interest rates on short term deposits were at a historical low during the first six months of 2002. In
addition, Humboldt reduced the amount of its investment in short term deposits over the period.

Humboldt has advanced funds to Sharon Energy Ltd. and Highview Resources Ltd. to finance their
capital expenditures programs. These advances have been made at market interest rates, which were
higher than deposit rates, and have offset the decline in interest income during the period.



(Thousands)

(unaudited)

Three Months Ended June 30 Six Months Ended June 30

2002 2001 2002 2001

SHARE CAPITAL

Subordinate Voting Shares

Balance, beginning of period $ 1,145 $ 671 $ 1,155 $ 676

Issued on exercise of options – 374 – 374

Purchased for cancellation – (1) (10) (6)

Balance, June 30 1,145 1,044 1,145 1,044

Multiple Voting Shares

Balance, beginning of period 655 677 663 677

Purchased for cancellation – (1) (8) (1)

Balance, June 30 655 676 655 676

Share Capital $ 1,800 $ 1,720 $ 1,800 $ 1,720

RETAINED EARNINGS

Balance, beginning of period $ 20,389 $ 19,024 $ 19,853 $ 18,939

Net earnings for the period (36) 472 610 594

Cost in excess of stated value of share 

repurchase – (10) (110) (47)

Balance, June 30 $ 20,353 $ 19,486 $ 20,353 $ 19,486

UNREALIZED GAIN (LOSS) ON INVESTMENTS

Balance, beginning of period $ 3,518 $ 5,367 $ 1,779 $ 4,168

Increase in unrealized gain on investments (1,516) 3,905 743 5,312

Decrease (increase) in deferred taxes on 

unrealized gain 369 (910) (151) (1,118)

Balance, June 30 $ 2,371 $ 8,362 $ 2,371 $ 8,362

TOTAL SHAREHOLDERS’ EQUITY $ 24,524 $ 29,568 $ 24,524 $ 29,568
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(Thousands)

(unaudited)

Three Months Ended June 30 Six Months Ended June 30

2002 2001 2002 2001

Cash provided by (used for) operating activities:

Earnings (loss) $ (36) $ 472 $ 610 $ 594

Non-cash items

Interest (43) (89) (97) (202)

Future tax 153 – (2) _

Net gain on sale of investments (38) (430) (765) (560)

36 (47) (254) (168)

Change in non-cash working capital (146) 158 239 152

(110) 111 (15) (16)

Cash provided by (used for) investing activities:

Proceeds from sale of investments 179 1,048 2,562 1,526

Resource properties held for resale 478 – – –

Loans to associated companies (796) (50) (543) –

Interest 43 89 97 202

Purchase of investments (1,534) (2,045) (3,455) (3,126)

(1,630) (958) (1,339) (1,398)

Cash provided by (used for) financing activities:

Issue of shares on exercise of options – 374 – 374

Purchase of shares for cancellation – (13) (128) (54)

– 361 (128) 320

Decrease in cash (1,740) (486) (1,482) (1,094)

Cash, beginning of period 5,228 7,049 4,970 7,657

Cash, end of period $ 3,488 $ 6,563 $ 3,488 $ 6,563

Supplementary information regarding cash 

payments:

Interest income $ 28 $ 86 $ 63 $ 180

Interest expense $ – $ – $ – $ –

Taxes $ – $ – $ – $ –

Consolidated Statement of Cash Flows
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The interim consolidated financial statements of Humboldt Capital Corporation have been prepared by management in
accordance with accounting principles generally accepted in Canada. Certain information and disclosures normally required to
be included in notes to annual consolidated financial statements has been condensed or omitted. The interim consolidated
financial statements should be read in conjunction with the consolidated financial statements and the notes thereto in
Humboldt’s annual report for the year ended December 31, 2001.

1. Accounting Policies

The interim financial statements follow the same accounting policies and methods of their application as the annual financial
statements for the year ended December 31, 2001.

2. Share Capital

Amount
Shares (thousands)

Subordinate Voting Shares
Balance, December 31, 2001 6,737,139 $ 1,155 
Purchased for cancellation (60,000) (10)
Balance, June 30, 2002 6,677,139 1,145

Multiple Voting Shares
Balance, December 31, 2001 6,065,439 663
Purchased for cancellation (76,500) (8)
Balance, June 30, 2002 5,988,939 655

Total Shares Outstanding, June 30, 2002 12,666,078 $ 1,800 

Voting Rights
Subordinate Voting Shares carry voting rights of one vote per share; Multiple Voting Shares carry voting rights of 25 votes 
per share.

Restrictions on Issuance
Additional Multiple Voting Shares may only be issued on conversion of Subordinate Voting Shares in the event of a take-over
bid, which has been accepted by holders of 50.1% of the Multiple Voting Shares.

Conversion Provisions
In the event of a take-over bid, which has been accepted by holders of 50.1% of the Multiple Voting Shares, Subordinate Voting
Shares may be converted into Multiple Voting Shares on the basis of one Multiple Voting Share for each Subordinate Voting
Share converted.

Options
100,000 Subordinate Voting Shares have been reserved for issuance for employees and directors. Options outstanding are at an
exercisable average price of $1.00 per share.
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