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WINDARRA MINERALS LTD.
FORM 51-901F — QUARTERLY REPORT
DECEMBER 31, 2001

SCHEDULE A: FINANCIAL INFORMATION

See attached unaudited consolidated financial statements for the three months ended December 31, 2001. -

SCHEDULE B: SUPPLEMENTARY INFORMATION

1. For the current fiscal year to date:
a) Deferred exploration costs:

See Statement of Consolidated Deferred Exblbfation EXﬁexﬁditures in the attached unaudited.éonsolidéted financial
statements. I :

-b) General and administrative expenses:
See the statement of operations in the attaéﬁéd uﬁaﬁditéa consohdated fmahéialﬂstateﬁe}h.ts;. |
2. Related party transactions:
‘See Note7 in the attached unaudited consolidated financial, statements.
3. ' | For the current .ﬁs‘ca'l;ye.z.i;r’ to giat:ef h o ; "
a) Su.mma.ryv_o'f sech:u.r-‘itié‘s":is‘s.ueiclljz
There wére no securities issued during the period.
b) » Smé‘-y‘;}fopﬁé# g_ran,téfi: ‘_ L " - Lo o ,
: There;werle no dptizgﬁﬁ‘s! granted du:mg ;h;e perioci,
4. As at the end of the reporting period:
a) Authbri;eﬁ ;ha}e c.:apital{:‘ ’l(ikf'),O_,({)O-,OO’OJ common sharesw1thout paf vélue i i

Y .

b Shares issued and outstanding:

o

of Shares Amount
December 31, 2001 23,721,909 §$ 21,817,526

Balance,

)



WINDARRA MINERALS LTD.
FORM 51-901F - QUARTERLY REPORT
DECEMBER 31, 2001

SCHEDULE B: SUPPLEMENTARY INFORMATION (cont'd...)

c) Options, warrants and convertible securities outstanding:
See Note 6 in the attached unaudited consolidated financial statements.

d) Number of escrow shares: Nil

5. List of directors and officers:
Director and President: R William Anderson
Director: John Pallot
Director: _ Steven Brunelle

- ‘Secretary: © June Ballant

SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS

1. Business Operations

The Company has been in the business of exploring its extensive mineral property holdings, both directly and
indirectly, through its subsidiaries, Westward Explorations Ltd. (“Westward”) and Mishibishu Gold Corporation
(“Mishibishu). However, during the period, the Company entered into an amalgamation agreement with China
Energy and Power Corporation (“China Energy”). China Energy is a Canadian corporation that owns the rights to a
significant anthracite coal deposit in Guizhou Province, China. China Energy has a 50'year Definitive Agreement to
develop and own production and sale of anthracite.

The new amalgamated company will be called Windarra Energy & Power Company (“Amalco™). Under the
proposed amalgamation, the Windarra shareholders will receive in the aggregate ;411,111 shares of Amalco for all
the outstanding common shares of the Company. This share issuance will represent 10% of Amalco. The
shareholders of China Energy will receive 90% of Amalco. ‘This transaction is subjéct to shareholder and regulatory
approval. ‘

This transaction constitutes a reverse take-over pursuant to the policies of the Canadian Venture Exchange.
Consequently, the shares of the Company have been halted from trading since the date of the announcement. The
Company’s shares will become eligible for reinstatement of trading once the Company meets certain requirements
including retaining a sponsor and that sponsor completing a preliminary due diligence of the Company and filed a
Sponsor Acknowledgement Form.. ... ... . e o oow - - o

2. Mineral Properties
Little Deer de;; Saskatchewan’

" The Company holds a 20% inter&st in a jdint venture. During the period, no works programs were ufidertaken.
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SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS (cont'd...)

2.

Mineral Properties (cont'd...) '
Magnacon Properties, Ontario

In March 2000, Windarra and Westward agreed to the sale of the operator s controlling interest to River Gold Mines
Ltd. (“River Gold”). .Under a revised joint venture agreement Windarra and Westward da not have to expend capital

. on this property until River Gold completes a US$2M work commitment in the next 3 years.. The Company does not

_have to spend on thls property until River Gold completes its US$2 million work commrtment over the next 3 years.

: 'The Magnacon property was mmed between 1989 and 1990 A consultant s report prepared by Watts Griffis and
" McQuat in 1995 valued the property at $31 milhon based- on reserves of 2,345,000 tons at an average grade 0f 0.20

“ounce of gold per ton. In 1996, Windarra sold.its interest in the Magnacon Mill to River Gold but retained certain
o milling rights which are available to Wmdarra Westward and MlShlb]Shu Future exploration efforts at this property

will target additional gold deposits that , could provrde feed ‘to the nearby mill. .In accordance with recent

”recommendations by the CICA, the Company decided to .write- down the mineral clairns ~and related deferred

’
ot

| The Adelazde Group

B explorations costs to a nommal value in the prevrous year. The Company will continue to maintam these claims for

future opportunities e

. Los Caballos Property, Argentina : e

o Pursuant to the Cameco- Westward-Tenke option aoreement Westward has received to date 675 000 shares of Tenke
'Minmg Corp. Tenke has, also acknowledoed that an accelerated pro-rata release of remaining Tenke, shares based on
' expenditures to date is due. Durmg the perlod the Company received 170,378 common shares of Tenke recorded at

a deemed price of $0.52 per share

The Company entered into a Partnership Agreement with the Adelaide Group to acquire a >10% participation interest
in coal trade between China and Europe in consideration of $50,000. The Adelaide Group proposes to source and
sell the coal to western European end users. The port of origin of the coal is located in Rizhao, China.

‘Mishibis!‘zuﬂLake Gold Belt, Northern"On'trz‘rio-,x-,‘ . N : .

i

' .'The Company s focus. durmg the year 2001 period was - to mamtam 1ts strateglc property posmons along the
" Mishibishu Lake Gold Belt m’\Iorthern Ontario. o L .

The Pukaskwa Property covers a 14 km segment of the deformation zone which is the host to numerous gold
anomalies and showings along its length highlighted in the west by the Champagne Vein where surface sampling

; Aardvark and East Zones. In accordance W1th recent recommendations by ‘the CICA the Company decided to write-

down the minerals claims to a nominal value in the previous year.

[EO ) . f e, R



WINDARRA MINERALS LTD.
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SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS (cont'd...)

2.

Mineral Properties (cont’d...)

Mzshzbzshu Lake Gold Beh‘ Northem Ontarzo (cont'd )

The Mishi GoId Property CcOVers a further 10 kllorneter segmént ‘of 'the same deformauon z0ne further to the east.

"This property hosts the Mishi Pit which was sold for $1.4 M to River Gold Mines Ltd. in 1998 ' The Mishi Pit

contains a known reserve of 1.4 million tonnies averaging 4.26 gratns gold ‘per tonne and is &xpected to prov1de
future mill feed to the River Gold Mines mill which is operatmg adjacent to this property. Numerous gold.anomalies

" and surface showings have been identified ‘6n the propertles and the Company is targetmg its efforts to locate

* additional gold deposns that could’ provide feed to the nearby mill. It should be noted that the Company maintains

» comnion shares of Dumont as per tertns of the arfangement. -

" certain mrllmg rights at the River Gold mill famhty through an earlier arrangement whereby Rrver Gold acqurred the

mill. ‘Recent Ontario government' geologlc efforts have 1dent1ﬁed several prlorlty gold geochemlcal targets on the

' Company s propertles that will be the subject of follow-up work In accordance w1th recent recommendatrons by the

444444

Company will continué to maintain its core ‘property holdings in the drea which have been reduced to lessen its
annual carrying costs. e

The Company participated in an airborne geophysical campaign in the James Bay Lowlands of Ontario with
operating partner, Dumont Nickel Ltd. in search of the magnetrc surface signatures for potential kimberlite pipes.
The prospect of diamond occurrences lias been’ significantly enhanced in this region w1th the recent d1scovery by
DeBeers. The Company contributed$35,000 on this aeromag;netxc survey and elected to convert 1ts contr1but1on to

KA

Mishibishu has one of the most significant land positions within the sthrbxshu Lake Gold Belt and we are
encouraged by the Ontario government’s continuing commitment to the mining industry through technical support,

research grants and tax incentives.

Tulks South, Newfoundland e T v

During the previous year the Company acqmred from Tulks Resources Ltd. (“Tulks™) the right to earn a 100%
interest in Noranda Inc.’s (“Noranada™) Tulks South sulphide property in west central Newfoundiand, subject to
certain back-in rights and/or a royalty payable to Noranda ‘The Company is requrred to incur §1, 425 ,000 in

g 'exploratlon expenditures before July 15; 2005. ‘Uhdér the ferms of the assxgnment agreement w1th Tulks the

Company issued 200,000 common shares at an agreed value of $8,000, and is required to:

INTERNATS

' ~1) Issue’ 300,000 -common shares of the Company 1n mmrmum tranches of 75 000 common shares on the first,

" second; third and fourth anniversary dates and
iii) Issue 50,000 common shares upon receipt of a posrtive feasibility study.

Tulks is entitled to receive an amount equal in value to a 0.5% net smelter return royalty on the Company’s share of
production from the property.
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.

SCHEDULE C: -MANAGEMENT DISCUSSION AND ANALYSIS (cont'd...)

3. Financial Discussion

D'ur'ing the period, the Company incurred administrative expenses totalling $146,567 compared, t0:$45,577 for the
‘same period last year. Over the past year, the Company and its subsidiaries have become more active with the
= announcements of the investment in the Adelaide Group, the amalgamation with China. Energy and the: acquisition of
" the Tulks property. Consequently, the Corhpany has engaged additional consultants and management to assist in the
- process as well as there has been a related increase in legal costs. A significant portion of the loss was offset by the
‘ $88,597 gain on the option of the mineral property regarding the transaction with Tenke Mining Corp.
- ]

R P A e RO

4. vFuture Plans

ey

§ . . .
" Refer to the heading “Business Operations” above.

FaY

5. “ Working Capital Position . SR

As at December 31, 2001, the Company had a working capital on a consolidated basis of $41,751:" Iy addition, the
Company has investments in marketable securities valued at $453,579. The Company is working on financing
_options that is anticipated to be announced in onnection with the amalgamation with China Energy. _

6. Contingency Liability R o S

During the previous year, Canada Customs and Revenue Agency (“CCRA”) reassessed the Company for-failure to
withhold non-resident taxes on payments made to a former director. The review resulted in a reassessment of
approximately $40,000 in taxes, plus accrued interest owing by the Company.

During 1999, the Canada Customs and Revenue Agency (“CCRA”) reviewed the Company’s 19935 Corporate
Tncome Tax Return filings regarding the sale of certain mineral properties. The review resulted in a reassessment of
approxunately $800,500 in taxes, plus accrued interest owing by the Company.

Management is of the opinion that these reassessments are without merit and has filed Notices of Ob_]eCtIOIl with the
_ Appeals Division of the CCRA. It is management’s opinion that the ultimate resolution with respect to these
reassessments cannot be deterrnmed at this time, therefore, no provision has been made in the ﬁnanCIal statements.

7. ‘i.II’L‘(eStOE Relatlons

J " The. Company has not undertagen any mvestor relations acnvmes _Management currently performs all investor
relation services.



WINDARRA MINERALS LTD.

- Cash and equivalents ~ _ -7
* Reteivables’ *~ - 7

Prepaid &nd deposits

_ Capital assets (Note 3)

Mineral properties (Note 4)

Deferred exploration costs

- ‘Long term.investment (Note 5). |, -.. -~

"

Dodints

@ - .

C 8 T 76,391

31,346

e 4345

112,082

8,106

8,005

51,127 .

. 453,579

632,899

Consolidated Balance Sheets b
Unaudited ' .
December 31 September 30
EY 2001 0 eongoae s o 2007
ASSETS
‘Current

-8 180,841
B -41,000

4,295
: .226,_1-;;;6
7,982
8,005
25,066

. 457 777

LIABILITIES AND SHAREHOLDERS' EQUITY

Current

Accounts payable and accrued liabilities * -

) Minority interest -

N S‘harénolder_s' equity
Capital stock (Note 6)

s Tosst
0423 '

60,608" "

21817526

$ 724,966

°$ - 94,021

L

94,021

21,817,526

Steve Brunelle
Director

John Pallot
Director

Deficit T (21245535) (21,186,581)
571,991 630,945
$ 632,898 $ 724,966
Nature of operations (Note 1)
Contingency (Note 8)
On behalf of the Board:
"Steve Brunelle” "John Pallot"




WINDARRA MINERALS -LTD.
Consolldated Statements of Operatlons and Deficit

Unaudlted
- 3 months 3 months
Sy L ended ended
C IR Dec 31 2001 Dec 31 2000
REVENUE ‘
Rent and management income 2% 8900 .-~ -$. .. 6263
EXPENSES | ‘
Administration fees 19,500  _.. . . _ .. 14,520
Amortization . 599 o324
Audit and accounting BT 500 .. o s
Business Development Fees .- . .. 34000 ... -
Management & Financial consulting e, i 240000 0 -
Investor Relations: . - . : 1475 . . . .. -556
Legal »- 14644 . . . . .55
Office and mlscellaneous 23,747 17,188
Regulatory fees ... 4889 . . 6,496
Rent & reception e .9, 225 T o 3,900
Transfer agent fees G 2,132L ... 2,043
Travel & related costs. 11,886 . .. -
- R T 48,567 T 45577
"~ Loss before other iters " U (137.667) | (39,314)
Other items ' i A LT DT e A e AL
Interest income. - ., : 238 . .- 593
Loss on sale of mvestment ce(21,692) 0 -
- Loss on investments in subsidiaries due to ' T
issuance of additional shares of subsidiaries T - (1,725)
Gain on option of Mineral Property 88,597
SRR T eo0 T (1432
Loss before minority interest - (40,446)
Minority interest share of-losses of subsidiaries 9423 S \ 7,9§6 T
Loss for the period (68,954) (32,450)
Deﬁcnt begmmng of perlod +(21,186,681) . . .. . .(19,623,020) ..
Deficit, end of period ‘ $  (21,127,627) $ (19,655,470)
Income (Loss) per share 3 (0.01) $ (0.01)

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



WINDARRA MiNERALS LTD
Cénsolidated Statémen’ts ‘of Cash Fiows
Unaudlted

3 months 3 months
. ended ended
- : : Dec 31.2001. . . Dec.31.2000
CASH FLLOWS FRCM OPERATING ACTIVITIES s o
Net income (loss) for the period $ (58,954) $ (32,450)
ftems not affecting cash: - :
Amortization : 599 324
Loss on investments in subsrdlarles due to o
issuance of additional shar‘es of subsidiaries o < e 1,725
Minority interest share of Ioss of subsidiaries T (9/423) (7,996)
Loss on sale of investment - 21,692 -
Galn on option of minerals property (88,597) -
Changes in non-cash workmg capltal items: ’
(increase ) decrease in receivables 9,654 (11,235)
~ Decrease (increase) in acCounts payable T
—and.accrued liabilities.... (23,690) 44,322
Increase (decrease) in prepalds & deposrts (50)
Net cesh used in operatmq actrvrtles (148,769) - (5,310)
CASH FLOWS FROM INVESTING ACTIVITIES N
Exploration expenditures (26,081)> (46,530)
Exploration funds advanced (expensed) - 250
Acquisition of capital assets (722) -
Proceeds on sale of investment R A P [ 71, 102 -
Net cash provided by investing activities 44,319 (46,280)
Decrease in cash and equrvalents o )
‘during the period S " {(104,450) '(51,590)
Cash.and equivalents, beginning.6f period 180,841 “ 620,356
Cash and e—(wq;m—lelents end of perlod - H$ - N76,3é1 B :Eo

e e et i e mla e mme mrm rvmbem ] rmrmeedt o d e o mrmen T b d £ e o ] bl o e e




WINDARRA MINERALS LTD.
Statement of Consolidated Deferred Exploration Expenditures
December 31, 2001

_Unaudited
Pukaskwa - Mishi Tulks South
Property Property Property China Energy 3-months
Ontario Ontario - | Newfoundland Other Dec 31, 2001
Balance, beginning of period $ 118% 118 25063 |5 - |3 11$ 25,066
Additions during the period: ) ! -,
Data compilation 190 - - - - 190
Field office & miscellaneous - 330 - - - 330
- Geology P - 2,000 ' - . - 2,000
. Technical Report Writing . - - - 8,813 - 8,813
_Transportation . ... - - - 14,728 - 14,728
Totai additior's during the period 190 2,330 S esbar : 26,061
Balance, end of period 3 19118 2,3311% 25,063.| $ 23541 [ $ 11% 51,127‘
i Pukaskwa . {- Mishi Gold" | Tulks South A
Claims, Property, . Property Other . | Year Ended
Ontario Ontario Newfoundiand Sep 30, 2001
Balance, beginning of period $ 1184578 |3 488,050|$ - |s 6513 |'$ 1,679,141
Addi‘tipns'c'iurirlg;vthe period: - T . ’
Camp construqtign,;sgppligs,,,‘_, N 0 o A .
and accomodation | - . - 1,308 - 1,306
Data compilation 325 1,820 2,042 - 4,187
Equipment rental - - 2,560 - 2,560
Field office & miscellaneous - 1,430 35 - 1,465
Geology - .. 3,600. - 13,000 - . 16,800
Labour - 11,291 1,001 - 12,292
Lease - - 2,565 - .. 12,5965 |
Transportation 1,457 457 2,554 - 4,468
Total additions during the period i782 | 18,598 250831 45,443
L . .
1,186,360 506,648 25,063 6,513 1,724,584
Wiitten-down during the period |~ (4,186,359)| " (506,647)| - (6,512)| . (1,699,518)
Balance; erid of period s s 1|5 ' 250835 1]s 25066

The accompanyving notes are an intearal oart of these consolidated financial statements.




WINDARRA MINERALS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2001

NATURE OF OPERATIONS

.. SIGNIFICANT. ACCQUNTING. POLICIES. " - . - i s

The Company vras mcorporated under the laws of Brrtrsh Columbia and its prmc1pal business act1v1t1es mclude the

acqumng and developing of mmeral properties.

The Company is in the process of exploring and developmg ‘ts mineral propertles and has not yet deterrmned
whether these proper’ties contain. ore reserves that are economically recoverable. The recoverability’ of the amounts
shown for r"meral properties and related. deferr,d exploration costs-is dependent upon the existence 6f edonc»mrcally
recoverable reserves the ability, of the Company to .obtain necessary financing to complete the development and

-~ pon future proﬁtable producnon U

+ f

Principles of consolidation

Thesg consolidated. financial statements include the accounts of the. Company, its 72.06% interest. in. Westward.. .
Exploratlons Ltd. ("Westward"). and its % 85% mterest in Mlsh1brshu Gold Corporation ("Mishibishu"). Both
compames are mcorporated in Brrtrsh Columbra :

pas .¢.>, teonn ! [

[ e o PR L - O . PRSI,

Use of estrmates / ‘

The preparanon of ﬁnanc1al statements in conforrrnty w1th Canadran generally accepted accountmg principles
drsclosure of contingent assets and liabilities at the date of the financial statements and: the reported atount of
revenues and expenses during the perrod Actual results could drffer from these estimates.

h et

Cash and equivalents

Cash and equivalents include higﬁly‘llt;uld investmerits with original maturity of three months or less.

Capltal assets v ’

“.49: - LT <

A"'

Capltal assets are recorded at cost Amortrzanon s bemg prov1ded for usmg the declmmg balance method of
amort\zanon at the rate of 30% per anium...... R Ll : .

{

Mineral properties b b
e PIRSEL

The Company records its mterests in mineral propemes and areas .of geological interest at cost. All direct and
indirect costs. relating to the-acquisition of these interests-are capitali zed on the basis of specific claim blocks or areas
of geological interest until the properties to which they relate are placed into production, sold or abandoned. These
costs will be amortized on the basis_ of units produced in relation to the proven reserves available on the related
propeity. following commencernent of production. Mineral properties-which-are sold before that property ‘reaches the
production stage will have all revenues from the sale of the property credited against the cost of the property.
Properties which have reached the production stage will have a gain or loss calculated based on the portion of that

property sold.




WINDARRA MINERALS LTD. A i
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS- .- S o SR
DECEMBER 31, 2001 R T

2 SIGNIFICANT ACCOUNTING POLICIES (contd...}.. - -

Deferred exploration costs

. The Company. defers all exploration expenses relating to mineral properties-and-areas of geological interest until the

- -properties, to which they relate are placed into production, sold or abandoned. ;. These costs:will be. amortized on the
. basis of units produced in relation to the proven reserves avarlable on therelated. property followmg commencement
. ofiproduction. . .. R L [ Y A T :

Values . . o e,

The amounts shown for mineral properties and deferred exploration costs represent costs to date, and do not
necessarily represent present or future values, as they are entirely dependent upon the economic recovery of current

and future reserves.

Cost of rneintaining mineral properties .

The Company does not accrue the estimated future costs of maintaining its mineral properties in good standing. »

Environmental protectlon and rehabilitation costs

L1ab111t1es related to envu‘omnental protectlon and rehabrhtatlon costs are accrued and charged to income when their
likelihood of occurrence is established. This includes future removal and site restoration costs as requn'ed due to
environmental law or contracts. .

Long term investments - - : . R

Long term mvesnnents are stated at cost and are adJusted to net reahzable value 1f there isa declme in. value that is
-,-otherthanternporary B S U TN St st (PN L v L P S A

The Company accounts for its investment in the Adelaide .Group Partnership ("Adelaide) on-the- equity basis of
accounting, whereby the investment is initially recorded at cost and adjusted to recognize the Companys share of
-earnings or.losses in the partnership, ..~ [T T -

Financial instruments ' S

The Company's financial instruments consist of cash and equivalents, receivables, exploration advance, accounts
- payable and accrued liabilities. Unless otherwise noted, if is management's opinion that the Company is not exposed

to significant interest, currency or credit risks arising from these financial instruments. The fair value of these
mstruments approxnnate their carrying values, unless otherw1se noted




WINDARRA MINERALS LTD. IEEE I
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS  © . ©= - ¢ %0 o o
DECEMBER 31, 2001 ;

2. SIGNIFICANT ACCOUNTING POLICIES (cont'd:..) SRS S T T B TAREE IR U

Income taxes ’ - CeentoL e

Future income taxés are.récorded using the :asset-and liability method.” Under the!asset and liability method, future
tax: assets and liabilitie$'are recognized for the future'tax consequénces -attributable to “differerices between the
* financial statement carrying amounts of existing-assets and liabilities arid their fespéctivé tax bases.. Future tax assets
and ligbilities are measured using the enacted or substantively enacted tax rates expected to apply when the asset is
realized or the liability settled. The effect on future tax assets and liabilities of a change in tax rates is recognized in
income in the period that substantive enactment or enactment occurs. To the extent that the Company does not
consider it more likely than not that a future tax asset will be recovered, it provides a valuation allowance -against the
excess.

cL0 " R . Sy

Stock based compensation

The Company grants stock options in accordance with the policies of the CDNX. No compensation expense is
recognized for this plan when stock options are granted or exterded. “Any ‘consideraticn received on exercise of
stock options is credited to capital stock.

Comparative figures
Certam comparatlve ﬁgures have been reclassrﬁed to conform w1th the current year ] presentanon

. o ; )
PR R Lo U,

Earnings (loss) p-er share

In accordance with the revised recommendations of the Canadian Institute of Chartered Accountants (“CICA”), the
Company changed from the imputed earnings approach to the treasury stock method, to compute the dilutive effect
of options, warrants and similar instruments. Under this method the dilutive effect on earnings per share is

- »ecognized .on the use of the proceeds that could be obtained upon exercise of options and warrants: It assumes that
the proceeds would be used to purchase common shares at the average market price during the period: For loss per
share the dilutive effect has not been computed as it proved to be anti-dilutive. The new standard has been applied
on, a rety oacn Ve oasrs and had no materral impact on the amounts I,resemed o ' i

e . : e

Eaming (loss) per share is calculated using the weighted-average number of shares outstanding dln'ing the period.

3. CAPITAL ASSETS

S Deedl, o - - Sept 30,

© 2001 C s 2001 ¢
.. .-Accumulated - ‘ Net . . . Accumulated Net
Cost  Amortization Book Value Cost  Amortization Book Value

Office equipment ~ $ 13,534 § 5428 § 8106 $ 12812 § 4830 $ 7,982




WINDARRA MINERALS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2001

4, MINERAL PROPERTIES
Magnacon )
East Block “Little Deer Mishi Gold Magnacon ° Pukaskwa Tulks South, *
Claims, Lake Claims, Property, Claims, Claims, Newfoundland .. Dec 31,
Ontario  Saskatchewan Ontario Ontario. Ontario Claims 2001
Balance,
beginning - ' ‘- . e :
of period $ 1 3 1 3 1 3 1 3 1 3 8000 § 8.005
Balance, | Lo, . . T . . ‘ o
endofperiod § 1§ 1 3 1 % 1 3 1§ 8,000 ' 8,005
Magnacon . . ‘
East Block Little Deer  * Mishi Gold ' Magnacon - Pukaskwa  Tulks South, '
R Claims, Lake Claims, 2 Propesty, " - .- *+ Claims, Claims,, Newfoundland Sept 30,
Ontario < Saskatchewan; .’ Ontario . -Ontario Ontario Claims 2001
Balance, ‘
beginning :
of year $ 234,500 § 13 552,234 3% 4947 8§ 80,845 § - S 872,527
Additions o Lo
during the
year - oy - L T - 8,000 8,000
‘Written-down T ‘ ' o :
duringthe s ’
yedr o - S R S L RS
(Note 8)" (234.499) o - (552.233) (4.946) _(80.844) - (872.522)
Balance, T ’
end of year $ 1 1 1 $ i § 1 § 8000 "% 8,005

Title to mineral properties involves certain inherent risks due to the difficulties of de’tennilﬁng the validity of certain
claims as well as the poten’ual for problems arising from the frequently ambiguous conveyancing history
_ charactenstlc of many mineral propertles The Company has mvestlgated title to all of its mmeral propemes and, to

the best of its knowledge titlé to ali of its propertles are in good standmg

Magnacon East Block Claims, Ontario

The Company holds various interest in certain claims in the Sault Ste. Marie Mining Division, Ontario. In

’ '_accordance with recent recommendatlons’by the CICA the Company wrote-down related deferred exploration costs

toa nommal value The Company w1ll contmue to maintain these clauns for future opportunmes

oot

[
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4. MINERAL PROPERTIES (contd...)

Littie Deer Lake Clairas, Suskatchewsn - - - oo

The Company holds a 20% interest in a joint venture on certain claims in the La Ronge Mining Division,
Saskatchewari: i - :

Magnacon Claims, Ontario

The Company holds a 25% interest in certain claims in the Sault Ste. Marie Mining vaision, Ontario. In accordance
with recent recommendations by the CICA, the Company wrote-down related deferred exploration-costs to a nominal
“value. Thé Company will continue to maintain-these claims for-futare oppertunities.

- Pukaskwa Claims, Ontario : Ce e e e e

The Company holds-a 100% interest in certain mineral claims in the Sault Ste. Mene Mining Division, Ontario. A
portion of the claims.are subject to:a: 2% net smelter return royalty. In accordance with recent recommendations by

~.the CICA, the Company wrote-down felated deferred exploration costs to a pominal value. The Company will
continue to maintain these claims for future opportunities.

Mishi Gold Property, Ontario

The Company holds certain exploration claims and mining leases in the Mishi Gold property in Ontario. During
1998, the Company sold a portion of its interest in the property. The Company will receive a royalty on ore milled
and mined in excess of 700,000 tonnes at $0.80 per tonne for ore from open pit mining and $1.20 per tonne for ore
from underground minirg. In accordance with recent recommendations by the CICA, the Company wrote-down
related deferred exploration costs to a nominal value. The Company will continue to maintain these claims for future
oppo*'tunmes

James Bay, Ontario‘

'Durmg the current year the Company 51gned an opt1on agreement w1th Dumont Nlckel Inc. ("Dumont") to earn a
50% interest in certain mineral clauns located in the James Bay Lowland area, Ontano In order to earn its interest,
the Company was required to make the following expenditures:

i) Phase 1 - $35,000 by December 31, 2600 (paid),
ii) Phase 2 - $300,000 by June 30, 2001; and
iii) Phase 3 - $500,000 by June 30, 2002.

‘the property and elected to. termmate the agreement and to exchange its interest for 165 000 common shares of
Dumont. In July 2001, the Company gave written notice to Dumont and is awamng regulatory approval for the
issuance of shares.
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iii) Issue 50,000 common shares upon recerpt of a posmve fea51b1hty study

. production from the property.

MINERAL PROPERTIES (cont'd...)
Tulks South, Newfoundland

During the previous year the Company ‘acquired from Tulks Resources Ltd (“Tulks”) thé’ rrght to ‘earn a 100%
interest in Noranda Inc.’s (“Noranada”) Tulks South sulphrde property in west cehtral Newfoundland, subject to
certain back-in rights and/or a royalty payable to Noranda. The Company is requrred to incur $1,425,000 in
exploration expenditures before July 15, 2005. Under the terms of the assignment agreement with Tulks, the
Company issued 200,000 common shares at an agreed value of $8,000, and is required to:

‘o

i) Pay $35,000;

i) -Issue 300,000 common -shares of the Company in-minimum- tranches of 75;000-common shares on the first,

second third and fourth annrversary dates; and

Tulks is entrtled to receive an amount equal in value to a 0.5% net smelter return royalty on the Company’s share of

<

Los Cai)allos, Argentina

During 1999, the Company entered into an option agreement with Cameco Argentina S.A. ("Cameco"), whereby the

‘Company -can. earn- a- 51 % interest in certain mineral claims in the San Juan Province, ‘Argentina by incurring

exploratron expendltures totalhng USS$1, 000 OOO by March 15 2003

The Company and Cameco subsequently entered into an agreernent to: optron 100% of the clarms to Tenke Mining
Corp. ("Tenke"). As consideration, Tenke is required to issue a total of 1,200,000 common shares of its capital (to
be allocated’ between the Company and Cameco énd:or 1ts affiliates) and incur- exploratron expendltures of
US$4,000,000 over fouryears,- -+ - = " .. .S it ,

D'uring', the' current period, thé Company received 170,378 common shares of Tenke, which resulted in a net gain of
$88,597. As at December 31, 2001, the Company has received a total of 675,000 common shares of Tenke.

China Energy
On November 19, 2001, the Company, entered into an amalgamatron .agreement wrth China Energy & Power

Corporation ("China Energy") The new amalgamated company will be called Windarra Energy & Power Company
("Amalco"). Under the proposal, the Company shareholders will receive in total 1,441,111 shares of Amalco for all

" of the outstanding common shares of the Company. This share issuance will represent 10% of the issued and

outstanding shares of Amalco. The shareholders of China Energy will received 12,970,000 shares of Amalco in
exchange for all of the outstanding shares of China Energy, which will represent 90% of the:issued and outstanding
shares of Amalco. Co oo
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4. MINERAL PROPERTIES (cont'd...)

China Energy (cont’d...) o .

Legally, the business combination is considered an amalgamation however, as a result of the share exchange

described above, control of the combined companies passed to the former shareholders of China Energy. This type

of share, exchange, referred to a$ a "reverse takeover", deems China ’Energy to be acqu1ror for accountmg purposes.
" This transaction 1s sub_]ect to shareholder and’ regulatory approval

5, LONG TERM INVESTMENTS =~

The Company holds the following investments:

. Dec3l, . Sept30,
2001 2001

Shares of publicly traded compames quoted mafket value $407 777 . M
(2000 - $625,946), e , ‘ ~$ 403579 $. 668,405
Less: Write-down - T (260.628)
403,579 . 407,777
Investment in Adelaide | | 50.000 50,000
Totalinvestments . .. - . - 7 TS 4s3579°8) 457,977

The carrying value of investment in shares includes $69,550 invested in shares of 1a'.publ'l'c “co'rrlpany with
management common to the Comoany »

2 Dunng the .previous yeat, the Company elected to exchange its mterest “in . certam mmeral clalms for 165,000
common shares of Dumont. This transaction is subject to regulatory approval (Note 4). :

During;: the previous year, the Company acquired. a .10% participation .interest in Adela1de for $50 000; Adelaide
proposes to source and sell coal between China and Europe.-- . .. ., .7 1. oo - B

6. CAPITAL STOCK

oy . L ey )
2 . [N LU R

et o0 -~ Nuthber;:/

_of Shares © .  Amount

E Authorlzed o
100,000,000 common shares w1thout par value

Issued
Balance at September 30, 2001 and December 31, 2001 23,721,909  $21,817,526
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Stock options

" The Company follows the pohcles of the CDNX under whlch it is authorized to grant optlons to execunve officers

and directors, employees and consultants, enabhng thém't6 acqu1re up to 10% of the issued and outstanding common
shares of the Company. Under the policies, the exercise price of each option equals the market price of the

""Compariy's shares a5 calculated On the date of grant. The options can be granted for a maximum terin,offfive years.

~Number - Exercise

, . of Shares . - . Price Iéxpiry Ifaate'
’ “325000 $ 0.1 April 30,2002
25,000 0.1 February 1, 2004

RELATED PARTIES TRANSACTIONS SRR T A

The Company entered into the following transactions with related parties:

VR

a) Paid or accrued management fees of $24,000 to a director and officer of the Compan‘y\l ’

b) Paid or accrued technical consulting fees of $4,800 to a director of the Company.

c) Paid or accrued corporate adnumst:ratxon fees of $19,500 to a company controlled by a dlrector ofa sub51d1ary
of the Company. -

d) Paid or accrued legal fees of $10,602 to a law firm in which a director of the Company is a partner.

f

v

[
R

Included in accounts receivable is'$19,381 owing by directors and companies with management in common. '

Included in accounts payable is $l4 490 owing to directors, former directors or compames com:rolled by former
directors. S -

e PO N

Sy

These transacnons weré 1n the normal course of operations and” were measured at the exchange value which
represented the amount of conmderanon estabhshed and agreed to by the Telated parties.

IRTCIEN

CONTINGENCY

During the previous year, the Canada Customs and Revenue Agency ("CCRA") reassessed Westward for failure to
withhold non-resident taxes on payments made to a former director. The review resulted in a reassessment of
approximately $40,000 in taxes, plus accrued interest owing by the Company.

During 1999, CCRA reviewed Westwafd's 1995 Corporate Income Tax Return filings regarding the sale of certain
mineral properties. The review resulted in a reassessment of approximately $800,500 in taxes, plus accrued interest
owing by Westward.

Management is of the opinion that the reassessment is without merit and has filed a Notice of Objection with the
Appeals Division of CCRA. It is management's opinion that the ultimate resolution with respect to the reassessment
cannot be determined at this time, therefore, no provision has been made in these financial statements.
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