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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS 
 

Under National Instrument 51-102, Part 4, subsection 4.3 (3)(a), if an auditor has not performed a review of the 
interim financial statements, they must be accompanied by a notice indicating that the financial statements have 
not been reviewed by an auditor. 

 
The accompanying unaudited interim financial statements of the Company have been prepared by and are the 
responsibility of the Company’s management and approved by the Board of Directors of the Company. 
  
The Company’s independent auditor has not performed a review of these financial statements in accordance with 
standards established by the Canadian Institute of Chartered Accountants for a review of interim financial 
statements by an entity’s auditor. 

 
 
 
 
 



 

 

ANDEAN AMERICAN MINING CORP. 

 INTERIM CONSOLIDATED BALANCE SHEETS 

See Note 1 – Nature of Operations and Going Concern Uncertainty 
 

December 31, 2009  December 31, 2008 March 31, 2009
(Restated - Note 4)

(Unaudited) (Unaudited) (Audited)

ASSETS
Current

Cash and cash equivalents 222,567$                  238,911$                 28,358$             
Accounts receivable (Note 5) 298,734                    874,127                   287,037             
Prepaid expenses 102,061                    149,533                   33,480               
Mineral on pads and inventories (Note 6) -                               483,930                   181,628             

623,362                    1,746,501                530,503             

Mineral properties and deferred costs (Note 7) 43,422,626                              41,508,947 41,714,764        
Property, plant and equipment (Note 8) 1,599,843                 1,722,816                1,664,436          

45,645,831$             44,978,264$            43,909,703$      
LIABILITIES
Current

Bank indebtedness -$                             316,319$                 28$                    
Accounts payable and accrued liabilities 3,638,316                 4,906,510                5,784,678          
Loans payable (Note 9) 1,440,791                                     382,312 615,903             

5,079,107                 5,605,141                6,400,609          

Future income tax liabilities 826,229                    678,693                   787,159             
Reclamation and closure costs (Note 10) 129,941                    150,589                   155,942             

956,170                      829,282                   943,101             
Non-controlling interest 12,223,509                              12,487,884 12,300,403        

18,258,786               18,922,307              19,644,113        
SHAREHOLDERS' EQUITY
Share capital (Note 11) 73,103,257               71,507,912              71,507,104        
Contributed surplus (Note 12) 12,197,142               10,896,914              11,211,019        
Deficit (57,913,354)                          (56,348,869) (58,452,533)       

27,387,045               26,055,957              24,265,590        
45,645,831$             44,978,264$            43,909,703$      

Contingencies (Note 15)
Mineral Properties (Note 7)
Share Capital (Note 11)
Subsequent Events (Note 18)
 

APPROVED BY THE DIRECTORS 

 
 
“JOHN HUGUET’ 

  
 
“BRYAN MORRIS” 

DIRECTOR  DIRECTOR 
The accompanying notes are an integral part of these interim consolidated financial statements. 



 

 

ANDEAN AMERICAN MINING CORP. 

 INTERIM CONSOLIDATED STATEMENTS OF INCOME (LOSS), COMPREHENSIVE INCOME (LOSS) 

AND DEFICIT 

FOR THE THREE AND NINE MONTH PERIODS ENDED  
(Unaudited) 

See Note 1 – Nature of Operations and Going Concern Uncertainty 
 
 

2009 2008 2009 2008

(Restated - Note 4) (Restated - Note 4)

REVENUE
Sales of metals 26,233$               643,576$                 259,561$            2,693,916$               

OPERATING EXPENSES

Direct operating costs (145,706)              748,538                   35,732                2,923,728                 

Royalty expense (40)                       5,953                       1,803                  32,070                      

Amortization and depletion 8,143                   21,474                     38,912                35,128                      

Selling expenses (323)                     37,986                     14,293                119,525                    

Stock based compensation 231,573               201,284                   429,701              1,254,461                 

93,647                 1,015,235                520,441              4,364,912                 

GROSS PROFIT (LOSS) (67,414)                (371,659)                  (260,880)             (1,670,996)                

OTHER (INCOME) EXPENSE

General and administrative expenses 279,003               395,734                   958,417              1,458,992                 

Interest expense 2,342                   2,059                       3,935                  3,552                        

Other (income) expense (68,020)                (83,455)                    (2,476)                 (132,533)                   

Foreign exchange loss (gain) (1,143,166)           (286,291)                  (1,683,041)          880,936                    

Minority interest (47,405)                111,248                   (76,894)               (246,798)                   

(977,246)              139,295                   (800,059)             1,964,149                 
NET INCOME (LOSS) AND 
COMPREHENSIVE INCOME (LOSS) 
FOR THE PERIOD 909,832               (510,954)                  539,179              (3,635,145)                
DEFICIT, BEGINNING OF PERIOD (58,823,186)         (55,837,915)             (58,452,533)        (52,713,724)              
DEFICIT, END OF PERIOD (57,913,354)$       (56,348,869)$           (57,913,354)$      (56,348,869)$            

WEIGHTED AVERAGE NUMBER OF 
COMMON SHARES 
    OUTSTANDING

      BASIC  AND DILUTED            80,621,518                73,620,017          79,052,833                 73,620,017 

NET INCOME (LOSS) PER COMMON 
SHARE

      BASIC  AND DILUTED  $                   0.01  $                     (0.01)  $                 0.01  $                      (0.05)

December 31 December 31
Three Months Ended Nine Months Ended 

 
 

The accompanying notes are an integral part of these interim consolidated financial statements. 



 

 

ANDEAN AMERICAN MINING CORP. 

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE THREE AND NINE MONTH PERIODS ENDED  
(Unaudited) 

See Note 1 – Nature of Operations and Going Concern Uncertainty 

2009 2008 2009 2008

CASH PROVIDED FROM (USED FOR): (Restated - Note 4) (Restated - Note 4)

OPERATING ACTIVITIES
Net income (loss) for the period 909,832$         (510,954)$               539,179$         (3,635,145)$          
Adjustments for items not affecting cash:

Amortization and depletion 8,143               21,474                    38,912             35,128                   
Stock based compensation 231,573           201,284                  429,701           1,254,461              
Minority interest (47,405)           111,248                  (76,894)            (246,798)               
Unrealized foreign exchange (gain) loss 569,780           (8,276)                     648,688           883,639                 

1,671,923        (185,224)                 1,579,586        (1,708,715)            
Net changes in non-cash working capital items:

Accounts receivable 93,355             22,207                    (11,697)            (30,371)                 
Mineral on pads and inventories –                      (31,293)                   (181,628)          268,298                 
Prepaid expenses (2,136)             34,470                    (68,581)            90,199                   
Accounts payable and accrued liabilities (1,492,588)      (4,782)                     (2,146,362)       (224,271)               

270,554           (164,622)                 (828,682)          (1,604,860)            

INVESTING ACTIVITIES
Mineral properties and deferred costs (717,906)         (819,925)                 (1,653,057)       (6,071,081)            
Property, plant and equipment –                      (132,334)                 –                      (243,273)               

(717,906)         (952,259)                 (1,653,057)       (6,314,354)            
FINANCING ACTIVITIES

Private placement of units, net of issue costs 604,210           –                             1,851,060        1,999,250              
Issue (payment) of loans payable (324,820)         31,653                    824,888           (38,562)                 

279,390           31,653                    2,675,948        1,960,688              

INCREASE (DECREASE) IN CASH AND CASH 
EQUIVALENTS DURING THE PERIOD (167,962)         (1,085,228)              194,209           (5,958,526)            
CASH AND CASH EQUIVALENTS, 
BEGINNING OF PERIOD 390,529           1,007,820               28,358             5,881,118              
CASH AND CASH EQUIVALENTS, END OF 
PERIOD 222,567$         (77,408)$                 222,567$         (77,408)$               

CASH AND CASH EQUIVALENTS IS 
COMPRISED OF:

Cash 222,567$         238,911$                222,567$         238,911$               
Bank indebtedness –                      (316,319)                 –                      (316,319)               

222,567$         (77,408)$                 222,567$         (77,408)$               

December 31 December 31
Three Months Ended Nine Months Ended

 
 

The accompanying notes are an integral part of these interim consolidated financial statements. 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

1. NATURE OF OPERATIONS AND GOING CONCERN UNCERTAINTY 

 
Andean American Mining Corp. (the “Company”) operates the Santa Rosa Mine, a heap leach facility to 
extract gold.  Commercial production at the Santa Rosa Mine heap leach facility commenced in March 2002.  
The Company maintains an ownership interest in various other mineral properties in Peru, including the 
Sinchao properties, the Invicta properties, the Mamara properties and those properties adjacent to the Santa 
Rosa mine.  The Company is currently in the process of shutting the Santa Rosa Mine down due to its 
inability to generate fresh mineral resources that are economically viable.  The Company is now focused on 
the exploration and development of the Invicta and Sinchao properties.  
 
The amounts shown as mineral properties and deferred costs represent net costs to date, less amounts 
amortized and/or written off, and do not necessarily represent present or future values.  The recoverability of 
these amounts and any additional amounts required to place these properties into commercial production are 
dependent upon certain factors.  These factors include the existence of ore deposits sufficient for commercial 
production and the Company's ability to obtain the required additional financing necessary to develop its 
mineral properties. 
 
The Company has incurred a net income (loss) of $539,179 for the nine months ended December 31, 2009 
(December 31, 2008, - ($3,635,145)).  The Company has a working capital deficiency as at December 31, 
2009 of $4,455,745 (December 31, 2008 - $3,858,640).  
 
These consolidated financial statements have been prepared under the assumptions of a going-concern, which 
assumes that the Company will be able to realize its assets and discharge its liabilities in the normal course of 
business.   
 
The Company’s ability to continue as a going concern is in substantial doubt and is dependent upon obtaining 
additional financing to meet its obligations, repaying its liabilities through settlement with its creditors and 
generating sufficient cash to meet its operating expenses in the future.   
 
Failure to arrange adequate financing on acceptable terms and to achieve profitability would have an adverse 
effect on the financial position, results of operations, cash flows and prospects of the Company. Accordingly, 
these consolidated financial statements do not give effect to adjustments, if any, that would be necessary 
should the Company be unable to continue as a going-concern and, therefore, be required to realize its assets 
and liquidate its liabilities in other than the normal course of business and at amounts which may differ from 
those shown in the consolidated financial statements. 
 
The current financial equity market conditions, the challenging funding environment and the low price of the 
Company’s common shares mean that the raising of funds by private placements of shares on a large scale 
would create significant dilution for existing shareholders.  However, successful smaller private placements 
have been used to meet essential funding requirements.  The junior resource industry has been severely 
impacted by the world economic situation, as it is considered to be a high-risk investment.  
 
 
 
 
 
 
 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

 
2. SIGNIFICANT ACCOUNTING POLICIES 
 

Basis of Presentation 
 

These interim unaudited consolidated financial statements have been prepared in accordance with Canadian 
generally accepted accounting principles for interim financial statements. These interim consolidated 
financial statements do not include all of the disclosure required by Canadian generally accepted accounting 
principles (“Canadian GAAP”) for annual financial statements and should be read in conjunction with the 
audited consolidated financial statements for the year ended March 31, 2009. They have been prepared using 
the same accounting policies and methods as those used in the annual consolidated financial statements for 
the year ended March 31, 2009. 
 

The preparation of financial statements in conformity with Canadian GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingent liabilities at the date of the financial statements, and the reported amounts of revenues and 
expenses during the reported period. Actual results could differ from these estimates. By their nature, these 
estimates are subject to measurement uncertainty and the effect on the financial statements of changes in 
such estimates in future periods could be significant.  
 
Recent Canadian Accounting Pronouncements  
 
Goodwill and Intangible Assets 
 
In February 2008, the AcSB issued Handbook Section 3064, Goodwill and Intangible Assets, and amended 
Section 1000, Financial Statement Concepts, clarifying the criteria for the recognition of assets, intangible 
assets and internally developed intangible assets.  Items that no longer meet the definition of an asset are no 
longer recognized as assets.  The standard is effective for fiscal years beginning on or after October 1, 2008 
and the Company will adopt this standard on April 1, 2009.  
 
Future Canadian Accounting Pronouncements 
 
International Financial Reporting Standards (“IFRS”)  
 
In 2006, the AcSB published a new strategic plan that will significantly affect financial reporting 
requirements for Canadian companies.  The AcSB strategic plan outlines the convergence of Canadian 
GAAP with IRFS over an expected five-year transitional period.  In February 2008 the AcSB announced 
that 2011 is the changeover date for publicly-listed companies to use IFRS, replacing Canadian GAAP.  The 
date is for interim and annual financial statements relating to fiscal years beginning on or after            
January 1, 2011.  The transition date of January 1, 2011 will require the restatement for comparative 
purposes of amounts reported by the Company for the year ended March 31, 2011.  While the Company has 
begun assessing the adoption of IFRS for 2011, the financial reporting impact of the transition to IFRS 
cannot be reasonably estimated at this time.   
 
 
 
 
 
 
 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

2. SIGNIFICANT ACCOUNTING POLICIES - continued  
 
Future Canadian Accounting Pronouncements - continued 
 
Business Combinations (Section 1582)  
 
In January 2009, the CICA issued Handbook Section 1582, “Business Combinations”, which requires that 
all assets and liabilities of an acquired business be recorded at fair value at acquisition.  Obligations for 
contingent considerations and contingencies will also be recorded at fair value at the acquisition date.  The 
standard also states that acquisition-related costs will be expensed as incurred and that restructuring charges 
will be expensed in the period after the acquisition date.  The Section applies prospectively to business 
combinations for which the acquisition date is on or after the beginning of the first annual reporting period 
on or after January 1, 2011.  
 
Consolidations (Section 1601) and Non-Controlling Interest (Section 1602)  
 
In January 2009, the CICA issued Handbook Section 1601, “Consolidations” (“CICA 1601”), and Section 
1602, “Non-Controlling Interests” (CICA 1602”). CICA 1601 establishes standards for preparing 
consolidated financial statements and CICA 1602 establishes standards for accounting for a non-controlling 
interest in a subsidiary in consolidated financial statements subsequent to a business combination.  These 
standards apply to interim and annual consolidated financial statements relating to fiscal years beginning on 
or after January 1, 2011.  The Company is currently assessing the impact of the new standard on its 
consolidated financial statements.   
 
Credit Risk and the Fair Value of Financial Assets and Financial Liabilities (EIC Abstract 173)  
 
In January 2009, the CICA issued EIC Abstract 173, “Credit Risk and the Fair Value of Financial Assets and 
Financial Liabilities”. The EIC requires the Company to take into account the Company’s own credit risk 
and the credit risk of the counterparty in determining the fair value of financial assets and financial 
liabilities, including derivative instruments.  The abstract applies to interim and annual consolidated 
financial statements relating to fiscal years beginning on or after January 1, 2010.  The Company is currently 
assessing the impact of the new standard on its consolidated financial statements.  

 
 
3. REVERSE TAKEOVER OF SINCHAO METALS CORP. 

 
On March 15, 2006, the Company and Sinchao Metals Corp. (“Sinchao”) entered into an agreement (the 
“Share Exchange Agreement”), as amended and restated on June 15, 2006, whereby the Company agreed to 
sell a 100% ownership interest in its subsidiary Corporacion Minera Sinchao (“Minera Sinchao”) through 
the issuance of 36 million common shares of Sinchao and 3 million transferable share purchase warrants.  
The Share Exchange Agreement also required Sinchao to reimburse the Company for all costs incurred on 
the Sinchao mineral properties during the period from January 1, 2006 to the closing date (“Closing”) plus 
100% mark-up in recognition of Andean’s administrative costs incurred relating to the mineral property of 
$534,064.  These amounts have been expensed.  
 
Since this transaction resulted in the former shareholders of Minera Sinchao acquiring control of Sinchao the 
acquisition has been treated, for accounting purposes, as a reverse takeover in accordance with EIC-10. As 
Sinchao does not meet the criteria for an acquired business per EIC-124, the reverse takeover transaction is 
not considered to be a business combination, but a capital transaction.  
 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

3. REVERSE TAKEOVER OF SINCHAO METALS CORP. - continued 
 
As a result, the transaction is equivalent to the issuance of shares by Minera Sinchao to Sinchao. Per EIC-10, 
the $2,267,139 of Sinchao’s share capital present on the date of the transaction has been offset against the 
retained earnings of Minera Sinchao.  
 
Minera Sinchao, is considered the acquiring company and the continuing entity for accounting purposes.  
 
The expenses associated with the reverse takeover are $179,075 plus the fair value of warrants issued of 
$184,079. These costs are reflected in the reverse takeover accounting as a charge to deficit.  
 
In accounting for this transaction:   
 
(i) Minera Sinchao is deemed to be the purchaser for accounting purposes.  Accordingly, its net assets 

are included in the consolidated balance sheets of Sinchao at their historical book value.  
 

(ii) Control of the net assets and business of Sinchao was acquired effective June 30, 2006.  Minera 
Sinchao has accounted for the transaction as a purchase of the assets and liabilities of Sinchao   The 
assets and liabilities of Sinchao have been recorded at their fair values, as follows:  

 
Cost of net assets acquired consists of: 
 
 $ 
Share capital  2,267,139 
Deficit (2,690) 
Net assets received 2,264,449 

 
 
 
4. RESTATEMENT 

 
Management has determined that as at June 30, 2006, Sinchao Metals Corp. a subsidiary of the Company 
should have accounted for the acquisition of Minera Sinchao as a reverse takeover (Note 3) whereby Sinchao 
Metals Corp was for accounting purposes being acquired.  Previously the transaction was recorded as a 
purchase acquisition of Minera Sinchao by Sinchao Metals Corp., the difference in accounting treatments has 
resulted in a restatement of the periods ended December 31, 2007 and 2008.  The effect of the restatement on 
the periods ended December 31, 2007 and 2008 consolidated financial statements for the Company and its 
subsidiary Sinchao Metals Corp, respectively, are as follows:  
 
 
 
 
 
 
 
 
 
 
 
 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

4. RESTATEMENT - continued 
 
(a) Restatement of Andean American Mining Corp. 
 

Details for the period ended December 31, 2007 as follows:  
As previously

reported As restated

                  $     $
Mineral properties 34,920,954                36,237,712   
Future income tax liability 5,057,959                  -                    
Minority interest 9,715,530                  12,008,069   
Net loss for the period 2,998,136                  6,446,584     
Deficit 40,788,939                39,028,464   
Net loss per share - basic and diluted (0.05)                         (0.10)              

 
Details for the period ended December 31, 2008 as follows:  

 
As previously

reported As restated

                  $     $
Mineral properties 39,870,189                41,508,947   
Future income tax liability 5,903,726                  678,693        
Minority interest 9,584,950                  12,487,884   
Net loss for the period 3,276,536                  3,635,145     
Deficit 60,309,726                56,348,869   
Net loss per share - basic and diluted (0.04)                         (0.05)              

 
 
(b) Restatement of Sinchao Metals Corp.  
 

 
Details for the period ended December 31, 2007 as follows:  

 
As previously

reported As restated

                  $     $
Mineral properties 24,165,701                25,482,459       
Future income tax liabilities 5,057,959                  356,693            
Share capital 23,676,074                6,835,886         
Net loss for the period (741,684)                   (1,407,404)       
Retained earnings (Deficit) (2,109,932)                19,024,421       
Net loss per share for the period (0.01) (0.03)                 
 
 
 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

4. RESTATEMENT - continued 
 

(b) Restatement of Sinchao Metals Corp. - continued 
 
Details for the period ended December 31, 2008 as follows:  
 

As previously
reported As restated

                  $     $
Mineral properties 29,149,228                30,465,986       
Future income tax liabilities 5,903,726                  356,693            
Share capital 21,928,580                7,168,944         
Net loss for the period (417,762)                   (594,408)          
Retained earnings (Deficit) (3,665,678)                17,957,749       
Net loss per share for the period (0.01) (0.01)                
 

5. ACCOUNTS RECEIVABLE 

 
December 31, 2009 December 31, 2008 March 31, 2009

(Unaudited) (Unaudited) (Audited)

Trade accounts -$                                 $                   294,260 4,916$              
Refundable sales tax (GST and IGV) 246,329                                             513,548 278,536            
Others 52,405                                                 66,319 3,585                

298,734$                     874,127$                   287,037$          
 

6. MINERAL ON PADS AND INVENTORIES 

December 31, 2009  December 31, 2008 March 31, 2009
(Unaudited) (Unaudited) (Audited)

Finished products -$                               338,985$                225,038$                    
Supplies -                                 144,945                  102,818                      
Write-down -                                 -                              (146,228)                    

-$                               483,930$                181,628$                    
 
In the prior year management had determined that the carrying value of the Santa Rosa mine has been 
impaired resulting in a write-down of mineral on pads inventory by $Nil; a write-down of finished products 
of $43,410 and a write-down of supplies of $102,818 (Note 7).  
 
During the nine months ended December 31, 2009 a supplier seized the finished goods shipment from the 
Company for unpaid accounts payable.  As a result the finished products and related accounts payable have 
been reversed.  



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

7. MINERAL PROPERTIES AND DEFERRED COSTS 
 

December 31, 2009 December 31, 2008 March 31, 2009
(Restated - Note 4)

(Unaudited) (Unaudited) (Audited)

Non-producing mineral properties
Sinchao Property 30,920,909$             30,465,986             30,464,292$     
Invicta  12,501,717               10,732,408             11,250,472       
Other properties -                                310,553                  198,234            

Write-off of other properties -                                -                             (198,234)          

Total non-producing mineral properties 43,422,626$             41,508,947$           41,714,764$      
 

The Company has acquired mineral claims in Peru through option agreements and direct staking.  As at 
December 31, 2009, the Company's property portfolio comprises approximately 46,200 hectares.  The Sinchao 
property consists of 1,300 hectares.  The Invicta property comprises 41,500 hectares, of which 3,700 hectares 
were acquired under an option agreement from a subsidiary of Barrick Gold Corporation, Minera ABX 
Exploraciones S.A.  
 
In order to maintain / earn its interest in its current portfolio of mineral properties the Company: 
 
i) Pursuant to the original Santa Rosa property purchase agreement, made the final option payments of 

$734,226 during the year ended March 31, 2008. 

ii) Must pay a net smelter royalty (“NSR”) of 0.8213% to the royalty holders from the time of commercial 
production from the Santa Rosa Mine.  In addition, for gold produced in excess of 175,000 ounces from the 
Santa Rosa Mine, the Company has agreed to pay a floating NSR of between US$6.00 to US$10.00 per ounce 
of gold produced, if the price of gold is higher than US$320 per ounce, to the original claims holders from the 
Minera Paraccay acquisition within the Santa Rosa Property.  The floating NSR will not be payable before 
fiscal 2010. 

iii) Must pay annual fees of US$3 per hectare to governmental authorities.  The calendar 2009 holding costs are 
estimated to be approximately US$60,000 (2008 - US$60,000). 

 
Certain of the mineral properties, if taken to production, are subject to various royalties as a percentage of either 
net profits from production or of net smelter returns. 

 
Santa Rosa Mine 

 
Management determined during fiscal 2008 that the carrying value of the Santa Rosa mine had been impaired.  
The net present value to be derived from the processing of resources that were currently accessible and from 
mineral on the pads to be recycled was estimated to be $nil resulting in a write-down in fiscal 2008 of 
$9,582,599.  Of this amount $5,132,844 was allocated to mineral properties and deferred costs, $589,888 to 
property, plant and equipment (Note 8) and $3,859,867 in mineral on leach pads and inventory (Note 6).  The 
total accumulated write-down of the Santa Rosa property was $12,848,077.   
 
Exploration properties with a carrying value of $198,234 (2008 - $592,299) were written off due to poor 
geological results.   



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

7. MINERAL PROPERTIES AND DEFERRED COSTS - continued 
 

Sinchao Property 
 
The viability of the Sinchao property has not yet been determined and the costs associated with the project are 
not being amortized.  
 
In March 2004, the Peruvian land registry granted the Company good title to Valle de Sinchao numbers 1 and 3.  
The Company now also has the title to Valle de Sincaho numbers 2 and 4.  Following receipt of Valle de Sinchao 
numbers 2 and 4, the Company reinitiated the development of the Sinchao property to allow further resource 
definition.  

 
Invicta Property 
 
The acquisition agreement with Minera ABX (Barrick) dated October 17, 2005 required the issuance of 500,000 
shares to Barrick and payment of US$315,000 in cash upon exercise of the option. The Company issued the 
500,000 shares in October 2005 and paid US$115,000 in November 2005 and the remaining US$200,000 in 
April 2006.  
 
The Company will also pay a 1% NSR, capped at US$1 million, and a production payment of US$50,000 per 
quarter capped at US$800,000. 

 
 

8. PROPERTY, PLANT AND EQUIPMENT 
 

Equipment is recorded at cost.  Amortization is computed using the straight-line method over the estimated 
useful lives of the assets as follows: 
 

Accumulated Net  Accumulated Net  
Cost  Amortization Book Value  Cost  Amortization Book Value  

$ $ $ $ $ $
Production plant and 
equipment 3,927,462     2,536,499     1,390,963     3,934,978     2,528,256     1,406,722     

Vehicles 135,894        83,726          52,168          154,970        84,826          70,144          

Office furniture and 
equipment 431,426        274,714        156,712        430,515        242,945        187,570        

4,494,782     2,894,939     1,599,843     4,520,463     2,856,027     1,664,436     

December 31, 2009 March 31, 2009

 
 
 
 
 
 
 
 
 
 
 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

9. LOANS PAYABLE   
 

The Company has entered into a number of funding agreements, as follows: 
 

December 31, 2009 December 31, 2008 March 31, 2009

(Unaudited) (Unaudited) (Audited)

Loan payable (i)  $                 1,104,400  $                               -  $            220,000 
Loan payable US$279,900 (ii) 300,657                                            340,900 353,019              
Loan payable US$34,000 35,734                                                41,412 42,884                

1,440,791$                 382,312$                   615,903$             
 

i) During the nine months ended December 31, 2009 the Company increased the Bridge Loans by an 
additional $1,146,400 (March 31, 2009 - $220,000), (December 31, 2008 - $Nil) to fund ongoing operating 
costs. During the current period the Company repaid $262,000 of the Bridge Loans from the funding 
received from the private placement.  Related parties provided $130,000 of the funding.  The bridge loans 
are secured by a general security interest in all of the Company’s assets and are repayable upon the 
Company obtaining the next IGV refund or upon completion of an equity financing.  

 
The loans payable are each non-interest bearing and have no fixed terms of repayment.   

 
ii) The loan amount of $300,657 arises from the conversion of an option agreement for the subsurface mining 

rights on approximately 10,214 hectares of the Santa Rosa properties into an asset purchase agreement.  The 
long-term debt is non-interest bearing and, in accordance with the schedule of payments, the Company was 
paying US$27,890 per month until September 30, 2006 and a final payment of US$37,652 at October 30, 
2006. Only in the event of non-payment, a 10% per annum interest rate shall apply.  

 
On August 16, 2006, the repayment terms for a portion of the debt were renegotiated and extended to 
October 2008.  Subsequent to October 2008 the Company renegotiated to begin repaying the balance once 
the Company has overcome its cash shortfall.  As at December 31, 2009 there are no specific repayment 
terms.  

 
10. RECLAMATION AND CLOSURE COSTS 

 
All of the Company’s operations are subject to reclamation and closure requirements.  Although the ultimate 
amount of site restoration costs is uncertain, on a regular basis the Company monitors these costs and together 
with third party engineers prepares internal estimates to evaluate their bonding requirements.  The estimates 

repared by management are then reconciled with the requirements of the Peruvian mining regulations. p
 
At December 31, 2009, the accrued site closure liability amounted to $129,941 (December 31, 2008 - 
$150,589).  This was calculated using the fair market value of $199,052, discounted at 10% over 10 years. 
During the period the Company did not recognize any provision for reclamation.  
 
In view of the uncertainties concerning future removal and site restoration costs, as well as the applicable laws 
and regulations, the ultimate costs to the Company could differ materially from the amounts estimated by 

anagement.  m
 
Future changes, if any, due to their nature and unpredictability, could have a material impact and would be 
reflected prospectively as a change in accounting estimate. 
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11. SHARE CAPITAL 
 

(a) Authorized 
 

The Company has authorized an unlimited number of common shares, with no par value. 
 

(b) Issued and Outstanding 
 

Details of the issued and outstanding shares activity for the period ended December 31, 2009 is as follows: 
 

Number of 
Shares Amount

   
Balance, March 31, 2008 73,620,017  69,653,248$  

Allocation of private placement proceeds ascribed to common shares 4,545,454    2,000,000      
Share issue costs paid in cash –                  (11,558)          
Fair value of  warrants issued pursuant to private placement –                  (147,584)        
Stock options exercised 31,250         10,000           
Fair value assigned to stock options exercised –                  2,998             

Balance, March 31, 2009 78,196,721  71,507,104$  

Allocation of private placement proceeds ascribed to common shares 5,833,836    1,878,151      
Share issue costs paid in cash –                  (27,091)          
Fair value of  warrants issued pursuant to private placement –                  (532,696)        
Fair value of broker warrants issued pursuant to private placement –                  (7,991)            
Common shares issued relating to Bridge Loan 2,266,731    285,780         

Balance, December 31, 2009 86,297,288  73,103,257$   
 

(c) During the nine month period ended December 31, 2009, the Company completed the following share 
capital transactions: 

 
i) On September 16, 2009 the Company announced the completion of a non-brokered private placement of 

4,233,836 units at a price of $0.30 per unit for gross proceeds of $1,270,151.   Each unit consists of one 
common share and one half transferable share purchase warrant.   One whole warrant entitles the holder 
to purchase an additional common share at $0.35 until September 16, 2011.  A finder’s fee of $16,200 
plus 45,000 warrants exercisable at $0.35 per share was paid.     

 
The fair value of the warrants has been estimated using the Black-Scholes option-pricing model and has 
been allocated $894,238 to common shares and $375,913 to contributed surplus based on the fair value 
of the warrants. The assumptions used in the Black-Scholes option pricing model were: dividend yield: 
0%; expected volatility 129%; a risk-free interest rate of 2.06% and an expected life of 2 years. 

 
 
 
 



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

11. SHARE CAPITAL - continued 
 

ii) On November 25, 2009 the Company announced the completion of a non-brokered private placement of 
1,600,000 units at a price of C$0.38 per unit for gross proceeds of $608,000. Each unit consists of one 
common share and one half of a transferable share purchase warrant. One whole share purchase warrant 
entitles the holder to purchase an additional common share at $0.50 until November 25, 2011. 
 
The fair value of the warrants has been estimated using the Black-Scholes option-pricing model and has 
been allocated $451,217 to common shares and $156,783 to contributed surplus based on the fair value 
of the warrants. The assumptions used in the Black-Scholes option pricing model were: dividend yield: 
0%; expected volatility 95.13%; a risk-free interest rate of 2.32% and an expected life of 2 years. 
 

ii) During the nine month period ended December 31, 2009 the Company issued 2,165,135 common shares 
as bonus shares relating to the bridge loans and finder’s fees of 101,596 common shares.  The value of 
these common shares issued is $273,280 and the value of the common shares issued as finder’s fees is 
$12,500. 

 
 

(d) During the nine month period ended December 31, 2008, the Company completed the following share 
capital transactions: 

 
i) On July 3, 2008 the Company announced the completion of a non-brokered private placement of 

4,545,454 units at a price of $0.44 per unit for gross proceeds of $2,000,000.   Each unit consists of one 
common share and one half non-transferable share purchase warrant.   One whole warrant entitles the 
holder to purchase an additional common share at $0.55 until July 3, 2010.  No finder’s fees were paid.    

 
The fair value of the warrants has been estimated using the Black-Scholes option-pricing model and has 
been allocated $1,852,416 to common shares and $147,584 to contributed surplus based on the fair 
value of the warrants. The assumptions used in the Black-Scholes option pricing model were: dividend 
yield: 0%; expected volatility 60.99%; a risk-free interest rate of 3.05% and an expected life of 2 years. 
 

ii) Issued 31,250 common shares pursuant to the exercise of options for total cash proceeds of $10,000.  
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11. SHARE CAPITAL – continued 
 

(e) Warrants 
 

A summary of share warrants activity for the period ended December 31, 2009 is as follows: 
 

Number of 
Warrants Amount 

Balance, March 31, 2008 11,816,451       2,783,049$       
Issued pursuant to private placement 2,272,727         147,584            
Balance, March 31, 2009 14,089,178       2,930,633         
Issued pursuant to private placement 2,916,918         532,696            
Agent warrants 45,000              7,991                
Expired (11,816,451)      (2,783,049)        
Balance, December 31, 2009 5,234,645         688,271$           

 
 

As at December 31, 2009, the issued and outstanding warrants to purchase common shares of the Company 
is as follows: 
 

 
Expiry Date Exercise price Number

July 3, 2010 $0.55           2,272,727 
September 18, 2011 $0.35           2,116,918 
September 18, 2011 $0.35                45,000 
November 25, 2011 $0.50              800,000 

(i)           5,234,645 

(i) Weighted average price of the warrants outstanding is $0.46  
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11. SHARE CAPITAL – continued 
 

(f) Stock options 
 

The Company grants share options in accordance with the policies of the TSX Venture Exchange.  Under 
the general guidelines of the TSX Venture Exchange, the Company may reserve up to 10% of its issued and 
outstanding shares for issue to its employees, directors or consultants. 
 
A summary of stock options outstanding and exercisable as at December 31, 2009 is as follows: 
 

Number Number Exercise 
Outstanding Outstanding Price 

March 31 Forfeited/ December 31 Per 
2009 Issued Exercised Cancelled 2009 Share Expiry date

25,000          -                   -                (25,000)        -                    1.00$          November 3, 2009
100,000        -                   -                -                    100,000        0.75$          March 13, 2010
300,000        -                   -                -                    300,000        0.76$          November 22, 2010
163,000        -                   -                -                    163,000        0.73$          March 7, 2011
300,000        -                   -                -                    300,000        0.74$          March 15, 2011

2,370,000     -                   -                (140,000)      2,230,000     0.71$          October 29, 2012
1,350,000     -                   -                (150,000)      1,200,000     0.30$          September 26, 2013

-                    100,000       -                -                    100,000        0.25$          June 25, 2012
-                    200,000       -                -                    200,000        0.25$          June 23, 2012
-                    100,000       -                -                    100,000        0.25$          August 6, 2012
-                    400,000       -                -                    400,000        0.25$          September 9, 2014
-                    1,500,000    -                (150,000)      1,350,000     0.30$          September 16, 2014
-                    200,000       -                -                    200,000        0.30$          November 3, 2012
-                    250,000       -                -                    250,000        0.44$          November 16, 2012
-                    250,000       -                -                    250,000        0.39$          December 7, 2014

4,608,000 3,000,000 -                (465,000)      7,143,000
$0.25 - 

$1.00 
November 3, 2009 - 

December 7, 2014

(i) As of December 31, 2009, 5,601,333 options are fully vested
(ii) During the period, 25,000 options were forfeited; 440,000 options were cancelled.  
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11. SHARE CAPITAL - continued 
 
(f) Stock options - continued 

 
A summary of stock options outstanding and exercisable as at December 31, 2008 is as follows: 

 
Number Number Exercise 

Outstanding Outstanding Price 
March 31 Forfeited/ December 31 Per 

2008 Issued Exercised Cancelled 2008 Share Expiry date
300,000        -                   -                (300,000)      -                    0.85$          August 19, 2008

30,000          -                   -                (30,000)        -                    1.00$          August 24, 2008
200,000        -                   -                (200,000)      -                    1.25$       November 29, 2008

96,000          -                   -                (96,000)        -                    1.10$          March 1, 2009
786,700        -                   -                (786,700)      -                    0.85$          September 8, 2009

40,000          -                   -                (15,000)        25,000          1.00$          November 3, 2009
30,000          -                   -                (30,000)        -                    1.00$          January 15, 2010

150,000        -                   -                (50,000)        100,000        0.75$          March 13, 2010
200,000        -                   -                (200,000)      -                    0.75$          April 23, 2010
125,000        -                   -                (125,000)      -                    0.75$          April 23, 2010
250,000        -                   -                (250,000)      -                    0.65$          May 25, 2010
300,000        -                   -                -                    300,000        0.76$          November 22, 2010
250,000        -                   -                (250,000)      -                    0.62$          January 11, 2011
163,000        -                   -                -                    163,000        0.73$          March 7, 2011
300,000        -                   -                -                    300,000        0.74$          March 15, 2011

2,460,000     -                   -                (90,000)        2,370,000     0.71$          October 29, 2012
-                    31,250         (31,250)     -                    -                    0.32$          August 22, 2009
-                    1,350,000    -                -                    1,350,000     0.30$          September 26, 2013

5,680,700     1,381,250    (31,250)     (2,422,700)   4,608,000     
$0.30 - 

$1.00 
August 19, 2008 - 

September 26, 2013

(i) As of December 31, 2008, 3,312,167 options are fully vested
(ii) During the period, 530,000 options were forfeited; 1,892,700 options were cancelled
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11. SHARE CAPITAL - continued 
 

(g) Stock Based Compensation 
 

During the nine month period ended December 31, 2009, the Company granted 3,000,000 stock options to 
its employees and independent consultants with an exercise prices of $0.25 - $0.44 per share. Of these 
3,000,000 options 850,000 vested immediately and 2,150,000 are vested over twelve months. For the nine 
month period ended December 31, 2009, Andean recorded $445,436 (2008 - $1,570,292) of stock based 
compensation on a consolidated basis, of this amount $429,701 (2008 - $1,254,461) was stock based 
compensation expense and $15,735 (2008 - $315,831) was capitalized to resources properties.  
 
The fair value of each stock option granted has been estimated as of the date of the grant using the Black-
Scholes option pricing model with the following assumptions: risk free interest rate of 2.06% to 3.13% 
(2008 – 2.56% to 4.30%), dividend yield of 0% (2008 - 0%), volatility of 72% to 129% (2008: 63 to 74%) 
and with an expected life of 1 to 5 years (2008 – 1 to 5 years). 

 
12. CONTRIBUTED SURPLUS 
 

A continuity of contributed surplus for the period ended December 31, 2009 is as follows: 
 

Balance, March 31, 2008 9,182,035$         
Non-cash stock-based compensation of Andean American Mining Corp. 969,477              
Contributed surplus of Sinchao Metals Corp. 914,921              
Fair value of warrants issued pursuant to private placement 147,584              
Fair value assigned to stock options exercised (2,998)                 

Balance, March 31, 2009 11,211,019$       
Non-cash stock-based compensation of Andean American Mining Corp. 349,738              
Contributed surplus of Sinchao Metals Corp. 95,698                
Fair value of warrants issued pursuant to private placement 532,696              
Fair value assigned to agent warrants 7,991                  

Balance, December 31, 2009 12,197,142$        
 

13. RELATED PARTY TRANSACTIONS 
 

Except as disclosed elsewhere in these financial statements, related party transactions are recorded at the 
exchange amount which is the amount of consideration paid or received as agreed by the parties.  Related party 
transactions are as follows:  
 
During the nine months ended December 31, 2009, the Company was charged $167,800 (2008 - $237,000) for 
management, professional and geological services provided by three directors of the Company.  In addition, the 
Company was charged $6,050 (2008 - $1,153) for administrative and professional services by a company 
controlled by a director of the Company. 
 
During the nine months ended December 31, 2009, the Company received and/or accrued amounts from a 
related company, Sinchao Metals Corp., and its subsidiaries $280,195 (2008 - $283,969) for geological and 
administrative services including a 100% mark-up in accordance with the Share Exchange Agreement.   



ANDEAN AMERICAN MINING CORP. 

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE THREE AND NINE MONTH PERIODS ENDED DECEMBER 31, 2009 AND 2008 

(Unaudited) 
 

 

$

14. SEGMENTED INFORMATION 

 
The Company's only activities are the operations of the Canadian head office and the exploration and 
development of mineral properties and the operation of the Santa Rosa mine facility, all of which are in Peru.   
 

Canada Peru Canada Peru
$ $ $

Cash 156,981        65,586           16,652          11,706           
Accounts receivable 69,934          228,800         112,854        174,183         
Prepaids 27,608          74,453           18,758          14,722           
Inventory -                   -                    -                   181,628         
Property, plant and equipment 13,305          1,586,538      39,044          1,625,392      
Mineral property -                   43,422,626    -                   41,714,764    

267,828        45,378,003    187,308        43,722,395    

December 31, 2009 March 31, 2009

 
 
 

 

Canada Peru Canada Peru
$ $ $

Revenue -                   259,561         -                   2,693,916      
Operating expenses 742,735        736,123         3,306,137     2,517,767      
Net Income (Loss) 3,267,194     (2,728,015)    (4,922,482)   1,287,337      

December 31, 2009 December 31, 2008

$

 
 

15. CONTINGENCIES 
 
A previous participant in the Invicta (previously Victoria) Project has advised the Company that they retain a 
minority interest in the project.  The Company has been advised of legal application initiated in the Supreme 
Court of Ontario by the third party claiming an ownership interest in the Invicta Project.  The Company 
disputes that this previous participant holds any interest in the project.  There are no legal rights for this 
participant in government registries in Peru.  This participant failed to register its interests in Peru and the 
Company thus considers the participant to have abandoned any interest in the Invicta project. Andean 
purchased a 100% of the mining rights from American Barrick's Peruvian subsidiary 
 
SUNAT, the Peruvian tax authority, has completed its audit of the tax filings of the Company’s Peruvian 
subsidiary for the years 2002 to 2004. SUNAT has challenged the deductibility of certain property write-offs 
and foreign exchange losses in those filings that may result in additional tax assessments and the imposition 
of fines and interest amounting in total to approximately US$5,000,000.  The Company’s is of the opinion 
that most of these deductions are legitimate and can be successfully defended in the appeals processes that are 
available under Peruvian law. These processes may take as long as five years to reach a conclusion. During 
the prior year the Company has made a provision in its accounts in the amount of $754,951 (US$734,460) for 
potential taxes payable. 
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16. CAPITAL MANAGEMENT 
 

The Company's objectives when managing capital are to safeguard the Company's ability to continue as a 
going concern, so that it can provide returns for shareholders and benefits for other stakeholders, and to bring 
its mineral interest projects in Peru to commercial production.  
 
The Company depends on external financing to fund its activities.  The capital structure of the Company 
currently consists of common shares, stock options and share purchase warrants.  The Company manages the 
capital structure and makes adjustments to it in the light of changes in economic conditions and the risk 
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Company may 
issue new shares through private placements, or sell assets to fund operations. Management reviews its capital 
management approach on regular basis. The Company is not subject to externally imposed capital 
requirements. 
 
The Company invests all capital that is surplus to its immediate operational needs in short-term, liquid and 
highly-rated financial instruments, such as cash, all held with major Canadian financial institutions.  
 

17. FINANCIAL INSTRUMENTS 
 

The Company’s financial instruments consist of cash and cash equivalents, amounts receivable, accounts 
payable and accrued liabilities. For cash and cash equivalents, accounts receivables, bank indebtedness, 
accounts payable and accrued liabilities and loans payable, carrying value is considered to be a reasonable 
approximation of fair value due to the short-term nature of these instruments.  
 
The Company’s financial instruments are exposed to a number of financial and market risks, including credit, 
liquidity, foreign exchange, interest rate and price risks. The Company may, or may not, establish from time 
to time active policies to manage these risks. The Company does not currently have in place any active 
hedging or derivative trading policies to manage these risks since the Company’s management does not 
believe that the current size, scale and pattern of its operations would warrant such hedging activities. 
 
The Company’s financial instruments are exposed to certain financial risks, including currency risk, credit 
risk, liquidity risk, interest risk and commodity price risk. 
 

(a) Currency risk 
 

The Company’s property interests in Peru make it subject to foreign currency fluctuations and inflationary 
pressures which may adversely affect the Company’s financial position, results of operations and cash flows.  
The Company is affected by changes in exchange rates between the Canadian Dollar and foreign currencies.  
The Company does not invest in foreign currency contracts to mitigate the risks. 

 
The Company is exposed to foreign currency fluctuations to the extent cash, accounts receivable and 
accounts payable and accrued liabilities of the Company are not denominated in Canadian dollars.  As at 
December 31, 2009 the Company had $56,250 of cash denominated in US dollars (March 31, 2009 - 
$3,276); and 31,901 in Peruvian Soles (March 31, 2009 – 16,937).  As at December 31, 2009, there were 
$163,087 of accounts receivable denominated in US dollars (March 31, 2009 - $124,571); and 214,446 in 
Peruvian Soles (March 31, 2009 – 75,197).  As at December 31, 2009 there were $2,708,804 of liabilities 
denominated in US dollars (March 31, 2009 - $3,546,667); and 3,597,640 in Peruvian Soles (March 31, 
2009 – 914,767).  These liabilities were included in accounts payable and accrued liabilities.  
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17. FINANCIAL INSTRUMENTS – continued  
 

(b) Credit risk 
 

The Company’s cash and cash equivalents are held in a Canadian and Peruvian financial institution 
(Peruvian Soles and US Dollar).  The Company does not have any asset-backed commercial paper in its cash 
and cash equivalents.  The Company’s amount receivable consists primarily of goods and services tax due 
from the federal government of Canada and IGV tax due from the Peruvian government. 
 

(c) Liquidity risk 
 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.  
The Company manages liquidity risk through the management of its capital structure (Note 16).  

 
Accounts payable and accrued liabilities are due within the current operating period. 

 
(d) Interest rate risk 
 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates.  The risk that the Company will realize a loss as a result of a 
decline in the fair value of the cash and cash equivalents is limited because they are generally held to 
maturity. 

 
(e) Commodity price risk 
 

The ability of the Company to develop its mineral properties and the future profitability of the Company are 
directly related to the market price of gold.  The Company has not hedged any of its future gold sales.  The 
Company’s input costs are also affected by the price of fuel.  The Company closely monitors gold and fuel 
prices to determine the appropriate course of action to be taken by the Company. 

 
 

18. SUBSEQUENT EVENTS 
 

(a) Subsequent to December 31, 2009 the Company arranged for a bridge loan of up to C$726,000, at a zero 
percent interest rate that will be used to fund ongoing operating costs. The Company has agreed to issue 
bonus shares in the amount of 20% of the total, at a price of C$0.40 per share, subject to TSX approval. The 
Company has agreed to pay a finder’s fee of 2.5% in shares on a portion of this funding. 

 
(b) Subsequent to December 31, 2009, the Company announced a non-brokered private placement of 250,000 

units at a price of C$0.40 per unit. Each unit consists of one common share in the Company. The units are 
subject to a mandatory four-month hold period, expiring June, 2010. The private placement is subject to 
final approval from the TSX Venture Exchange. 

 
(c) Subsequent to December 31, 2009 the Company increased the Bridge Loan by $725,810 to continue funding 

ongoing operating costs.  The Company agreed to issue 362,905 bonus shares equal to 20% of the new 
financing (after receiving TSX-V approval).  The Company repaid $500,000 of the Bridge Loans.  
 

(d) Subsequent to December 31, 2009 the Company increased the Bridge Loan by $200,000 to continue funding 
ongoing operating costs.  The Company has agreed to issue bonus shares equal to 20% of the new financing 
(upon receiving TSX-V approval) and pay a finder’s fee equal to 2.5% in shares on this funding. 
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18. SUBSEQUENT EVENTS - continued 
 

(e) Subsequent to December 31, 2009, the Company announced that it has engaged Barclays Capital, the 
investment banking division of Barclays Bank PLC, (“Barclays Capital”) and WestLB AG, New York 
Branch (“WestLB”), as Joint Lead Arrangers for a senior debt financing (the “Facility) of up to US$68 
million for the construction and start-up of the Company’s wholly-owned Invicta Project, located in the 
department of Lima, province of Huaura, Peru.  

 
The Facility will be subject to Barclays Capital and WestLB's internal credit approval, due diligence, and 
related documentation. The mandate includes the appointment of an independent engineering firm to 
perform a technical audit of the Company´s optimized bankable feasibility study prior to the commitment 
of the Joint Lead Arrangers. The Company expects to finalize the optimized bankable feasibility for the 
Invicta Project in the first quarter of 2010.  
 
Barclays Capital and WestLB have each been issued warrants to purchase up to 1,250,000 common shares 
of the Company. The warrants have an exercise price of C$0.46 per common share and have an expiry date 
equal to maturity of the Facility. Fifty per cent of the warrants vest four months after the date of signing 
this engagement letter with the remainder vesting when the credit arrangement agreement is signed. 
 


