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CERTIFICATE

The Schedule(s) required to complete this Quarterly Report are attached and the
disclosure contained therein has been approved by the Board of Directors. A copy of
this Quarterly Report will be provided to any shar&holder who requests it. Please note

this form is incorporated as part of both the requnred fllmg of Schedule A and

Schedules B & C.

ANTHONY FLOYD

’..

)

“Anthony Floyd” 02/02/20

Name of Director

JOHN A. McCLUSKEY

Signed (typed) Date Signed (YY/MM/DD)

“John A. McCluskey” 02/02/20

Name of Director

Signed (typed)

N A4

Date Signed (YY/MM/DD)
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

The consolidated financial statements of Inca Pacific Resources Inc. have been prepared by and are the
responsibility of the Company’s management. The consolidated financial statements are prepared in
accordance with accounting principles generally accepted in Canada and reflect management's best
estimates and judgment based on information currently available.

Management has developed and is maintaining a system of internal controls to obtain reasonable
assurance that the Company's assets are safeguarded, transactions are authorized and financial
information is reliable.

The Board of Directors is responsible for ensuring management fulfills its responsibilities. The Audit
Committee reviews the results of the audit and the annual consolidated financial statements prior to their
submission to the Board of Directors for approval.

The consolidated financial statements have been audited by PricewaterhouseCoopers LLP and their
report -outlines the scope of their examination and gives their opinion on the consolidated financial
statements.

“Anthony Floyd” I(signed)
Anthony Floyd
President

January 11, 2002

AUDITORS’ REPORT
To the Shareholders of Inca Pacific Resources Inc.

We have audited the consolidated balance sheets of Inca Pacific Resources Inc. as at November 30,
2001 and 2000 and the consolidated statements of operations and deficit and cash flows for the years
then ended. These financial statements are the responsibility of the company’s management. Our
responsibility is to express an opinion on these financial statements based on our audlts

We conducted our audits in accordance with generally accepted auditing standards in Canada. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating overall
financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the company as at November 30, 2001 and 2000 and the results of its operations and the cash
flows for the years then ended in accordance with generally accepted accounting principles in Canada. As
required by the Company Act of British Columbia, we repon that, in our opinion, these principles have
been applied on a consistent basis.

“PricewaterhouseCoopers LLP” (signed)
Chartered Accountants

Vancouver, Canada
January 11, 2002




INCA PACIFIC RESOURCES INC.

Consolidated Balance Sheets
November 30, 2001 and 2000

(expressed in Canadian deilars)
] 2000
ASSETS )
é,;jrrent , T,
Cash and cash equivalents (note 11) $ 825,698 $§ 1,436,421
Marketable securities (note 3) 8,0000 o -
Accounts receivable and advances o, 1,080 . 49,134
Prepaid expenses : : " 2,414 24,241
847,192 1,509,796
Capital assets and properties . .
Capital assets (note 4) 24,657 - 52,590
Mineral property interests (note 5) 5,363,279 . 4,697,862
$ 6235128 $ 6,260,248
LIABILITIES R
Current VT St
" Accounts payable and accrued liabilities (note 5aiii and 8b) $ 134,873 § 475,925
- SHAREHOLDERS' EQUITY
Share capital (note 6) 14,499,774 - 13,814,622
Warrants (note 6ej 8,840 8,840
‘Share subscriptions (note 11). . . . .. 495,850 MO TR,
Deficit ' (8,904;209) .- (8,089;139)
. “{{ 63100v255 ) 51784,323
$ 6235128 $ 6260248

Nature of Operations (note 1)

Approved by the Directors: “Anthony Floyd”

“John A. McCluskey”

Anthony Floyd

John A. McCluskey



INCA PACIFIC RESOURCES INC.

Consolidated Statements of Operations and Deficit
Years Ended November 30, 2001 and 2000

(expressed in Canadian dollars, except per share amounts)

e e e - 12001 : 2000
General and administrative expenses )
Investor relations $ 178,154 $ 207:631
Management and consulting services 116,626 114,033
Ofﬁpe and adminig@r@ﬁqn ) : i 5],268 ) 78;333
‘Accounting and audit . - 45,661 48,840
Legal .y .. 268001 73,265
‘Stock registration and transfer fees 17.798 22,616
Insurance. SO ) . 9,271 . 9,269
Amortization T 3,453 _ 6,494
- Travel CoT : 2,745 11,629
458,977 572,160
Loss before other items ™ - » T @56,977) . (572,160)
'.VOther ‘ . Sl . L .
Investment income 26,254 44,284
Gain on sale of capital assets 2,555 -
‘Gain on sale of marketable securities - 50,552
Write-down of marketable securities ) (17,000) .-
Property investigations - _ SR (18,185) < . (14,755)
Write-off of mineral property interests (418,401) =~ (1,995,908)
Foreign exchange gain {loss) 16,684 .- -(129,599)
Loss for the year, o (865,070) ) (2.61'?,4586)
. Deficit, beginning of year . (8,039,139) . (5,421,553)
Deficit, end of year .. : $ (8904209) $ (8,039,139)
-+ Basic and diluted-loss per share $ (0.03) % ., (0.12)

Weighted average number of shares outstanding 27,968,206 23,141,632



INCA PACIFIC RESOURCES INC.

Consolidated Statements of Cash Flows
Years Ended November 30, 2001 and 2000
(expressed in Canadian dollars) .

A

2000

T oat S i

Cash flows from operating activities - : ' L

(865,070)

$ ' (2,617,586)

l.oss for the year
Items not involving cash: o . e
Non-cash office and administration expenses i L 10,000
Gain on sale of capital assets (2 555) ’ -
Gain on-sale of marketable securities . RN smbe e (50,552)
Write-down of marketable securitigs " SRS R : 17 000 s -
Wme-oﬂ‘ of mmeral property mterests E 418,401 1,995,908
Amomzatnon o U 3,453 6,494
. : | C 428,771y (655,736)
Net change in non-cash working capital ) '
Accounts receivable and advances e e 28,054 i (22,872)
Prepaid expenses . 2241 (24,241)
Accounts payable and accrued liabilities (63,349) (51,937)
(451,825) (754,786)
Cash flows from flnancing actlvmes : : Coes -
Shares issued for cash ~ o - i " 600,500 1,919,171
Share subscriptions ’ 495,850 -
- 1,006,350 1,919,171
Cash flows from investing activities et ‘
Proceeds from sale of marketabte ‘securitiés: ‘ - 259,652
'Expendttures on mineral property interests, net of recoveries e i .
and amortization (1,270,160) (765,163)
Purchase of capital assets i - (8,567)
Proceeds from sale of capital assets 14,912 50,574
(1,255,248) (463,604)
Increase (decrease)‘m cash and cash equlvalents " . ,:(6'1 0,723) 700,781
Cash and mh equivalents, begmnmg ‘of year N 1,436,421 735,640
825,698 § 1,436,421

Cash and ciish equivalents; endofyear : - ... ..o = e e $ e

SUPpierhenté_Téa,Sh'lew information {note 7) . A



INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2001 and 2000

.Nature of operatlons . _ . SRR

. Inca. Pacufxc Resources Inc. (the. “Company‘) and its subsidiaries are engaged in the exploratlon _

and development of mineral properties in Peru, South America. To date, the Company has not
eamed sngmflcant revenues and is consadered to be in the exploratlon stage.:.

The recoverabrllty of amounts shown for mineral property interests is dependent upon the
discovery of economically recoverable reserves, the ability of the Company to obtain flnancmg to
complete thelr development and future profitable operations. .

These consolidated financial statements have been prepared on a going concern basis, which
assumes the realization of assets and liquidation of liabilities in the normal course of business.
The Company’s ability to continue as a going concern is dependent on continued financial support
from its shareholders, the ability of the Company to raise equnty financing, and the attainment of

- profitable operations, external financings and further share issuances to-meet the Company’s

liabilities as they become payable. These financial statements do not include any adjustments to
the recoverability and classification of recorded asset amounts and classification of liabilities that
might be necessary, shouid the Company be unable to continue as a going concemn.

Significant Accounting Policies

a. Pnnclp]es of Consolidation
- These consolidated financial statements include the accounts of the Company and its
wholly owned subsidiaries, Incpac Holdings Ltd., Inca Pacific S.A and Inca Cobre S.A., and
‘AnGaSh'Cobre S.A, in whlch the company holds a 49% interest.

b. Cash and Cash Equivalents :
Cash and cash equivalents comprise cash and temporary mvestments matunng wnhm 0
days from the original date of acquisition.

c. Marketab!e Secuntles
_‘Marketable securities are stated at the lower of cost or quoted market value.

d. Capital Assets e

Capital assets are stated at cost. Amortization is. provuded on the dechmng balance basns
as follows: : _ Gt
' Computer equipment C ' __‘30%_ ‘
Exploration equipment - ‘ L T 20%
Office furniture and equipment oL 20%
e. Mineral Property Interests

The Company capitalizes all costs related to mvestmems in mineral property lnterests ona
property by property basis. Such costs include mineral.property acquisition costs and
exploration and development expenditures, net of any recoveries. Costs are deferred until
such time as the extent of mineralization has been determined and mineral property
interests are either developed.ar the Company’s. rineral rights aré allowed to lapse.”

All deferred mineral property expenditures are reviewed, on a.property by property,basis,:to
consider whethér there are’any conditions that may indicate impairment. When the o
carrying value of a property exceeds its net recoverable armnount that may be estimated by
quantifiable evidence of an economic geological resource or reserve, joint venture ’
expenditure commitments or the Company’s assessment of its ability to sell the property for
an amount exceeding the deferred costs, provision is made for the impairment in value.



INCA PACIFIC RESOURCES INC. .

Notes to Consolidated Financial Statements ’ N o
November 30, 2001 and 2000 T Co S e

2, Srgmﬁcant Accounting Policies (contmued)

The amounts shown for acqulsmon costs and deferred exptoratlon expendrtures represent
costs mcurred to date and do not necessarlly ref|ect’ present or future vatues

These costs are depleted over the useful live's of the properties upon commencement of
commercial productxon or wntten off if the propertles are’ abandoned or the clalms allowed
to lapse.

From time to time the Company may acqutre or dISpOSG ofa mmeral property interest
_.pursuant to the téerms of an option agreement. As the optlons are exercisable entirely at the
discretion of the optionee, the amounts payable or receivabie are not recorded. Option
payments are recorded as property costs or recovenes when the payments are made or
received. .

f. Joint Venture Aocountmg : - :
The Company follows the proportlonate consohdat:on method of accountlng for joint
ventures. The Company’s interest in the Chota Jomt Venture is reflected wrthln other
mineral property investments.

g Foreign Currency Translation . -
The company’s subsidiaries are integrated foreign operatsons Monetary ttems are
-translated at the exchange rate in effect at the balance sheet date; non-monetary items are
transiated at historical exchange rates; revenue and expense rtems are translated at the
‘average rate of exchange for the period. : -

h: -Loss Per Share:

‘ .+ The loss per share is calculated using the wetghted average number of shares 'ssued and
outstanding during the year. The Company has adopted the revised recommendations of
the Canadian Institute of Chartered Accountants whereby new rules are applied in the
calculation of diluted earnings per share. The revised:standard has been applied gn a
retroactive basis and did not result in any restatement of the Company’s financial
statements. Fully diluted loss per share is not presented as it is anti-dilutive., e .

i. Use of Estimates: ..
The preparation of financial statements in conformity with Canadian generally accepted
. accounting pnncnples requires management to make estimates and assumptions which
" affect the reported'amounts of assets and liabilities and the disclosure of contingent assets
and liabilities at the date of the financial statements and revenues and expenses for the
penod reported Actual results could dlfter from those reported. .

i Stock-based Compensatton
.. The Company has a fixed stock option plan. No compensatlon expense is recognized
“when stock or stock options are issued to directors and employees. Any consideration paid
on exércise of stock options or purchase of shares is credited to share capital.



INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements

November 30, 2001 and 2000

2.

4.

Significant Accounting‘ Policfes (cor;tihued)

k.

Income Taxes

. During the year ended November 30, 2001, the Company retroactively adopted the new
_Recommendatlons of the Canadlan Institute of Chartered Accountants for accounting for

income taxes, which requires the use of the asset and liability method. This change has
been applied. retroactwely without restatement of prior periods. Under this method of tax
allpgation, future income tax assets and liabilities are determined based ondifferences
between the financial statement carrying values and their respective income tax carrying
amounts (temporary differences). Future income tax assets and liabifities are measured
using the tax rates expecled to be in effect when the temporary differences are likely to .

s reverse. The effect on f{iture income fax assets and liabilities of a charige in tax rates is
E _ﬂvlncluded in operatlons in the penod in which the change is enacted or substantially assured.
. The amount of future income tax assets recogmzed is hmned to the amount of the benef:t

thatis Ilkely to be realized.

Prior to adoption of the new recommendatlons, income tax expense was determined usmg

.. .the deferral method of tax allocation. Under this method future income tax expense was
=,_..basevj on differences in the recognmon of revenues and expenses for income tax and

financial reporting purposes

Comparative Amounts : I :
Certain ¢comparative amounts from the pnor year have been restated to conform with the.

o current year‘s presentatlon

Fmanclal Instruments

The carrying value of cash and cash equivalents, accounts receivable and advances, and
accounts payable and accrued: Ilabvlmes approxnmates thelr {air values due to the short term to -

: matunty of the mstrumenfs.

vz, . T

The quoted ]‘narket valie:of marketable securmes at November 30 2001 is approxnmately $8,000.

Pomh iy

Capltal A$Sets

‘ © Accumfated '

v Cost " Amortization .. Net Book Value

Exploration equipment - .. % 48634 .$ 32‘,634; . .% .. 16,600
Computer equipment - .. .37,866 . . . 29,809 8,057
- % 86500 ‘% - 61,843 § " 24,657
, e . e Acclmulated " :

2000 . e .. Cost Amontization ~ “Net Book Value
Exploration equipment T % 181,181 $:. 40,102 % 41,079
Furniture & equipment - 26,629 26,629 -
Computer equipment 37,866 26,355 11,511

$ 145,676 $ 93,086 $ 52,590




INCA PACIFIC RESOURCES

Notes to Consotlidated Financial Statements

November 30, 2001 and 2000

INC.

5. Mineral Property Interests

At November 30, 2001 and 2000, the Company‘s ‘mineral properties are comprised of propertles

located in Peru. Expendrtures lncurred on mineral propert]es aré as follows: -

_Santo’ " ~ Cueva’’ S T

Maglstral Domingo Ancapata Blanca v _Oﬂ_’ler Total
Balance, November 30, 2000 $1,590,916 _ $ 780,121 ' § 100,556 $1,584,570 _$ 641,699 $4,697,862

" Additions during year : 2 - :
Acquisition costs - 28,800 B - - 28,800
) Adwsory fee (note Saiii) 86,094 - - - - ’ 66.0’94
Exploratlon costs -

Drilling - 513,593 - - - 513,503
Geological consulting 18,528 115,390 6,000 ., - 9550 o 149,468
Value added tax 7,185 110,552 ‘4,145 - 7 429 : 129,311
Project management 41,500 80,800 ~ 2,626 - - 124,926
Office and administration 16,323 26,913" 42,773 - L 86,009
Taxes and filing fees 22,339 18,489 e - 41 ,227 o 82,055
Geological fieldwork 5,938 . 72,186 27. o - " 1,018 © 79,164
Travel and accommodation 24767 27,107 1,458 - 7,084 60,416
- Legal 21,131, 19,069 .. 8330 670 S . 49,200
. Geophyslcal : - o 18,649 . - 18,649
Amortization 1,697 9,941 485 . - 12,123
Survey and assays 2,570 7,623 ) 1,000 100 = 11,293
Maps and reports 1,959 3,534 - - - - 5,493
: 163,937 1,005,197 © ~-- 85493 770 66 303 1,321,700
; Less: recoveries - : - (63,175) (269,601) ___ (352,776)
163,937 1,005,197 85493  (62,405) (223, 208) 068,924
Net additions during year .. 250,031 1,033,997 85493 (62,405)  (223,208) - 1,083,818

Mineral property interests e .
. written-off - - - - - ~°{418,401) (4_18;'401)
Balance, November 30,2001 _ $1,840,947 _ $1,814,118 _ $186,040  $1,522165 § -  $5.363.279



INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements

November 30, 2001 and 2000

5. Mineral Property Interests (continued)

D e ~ Santo o ... .Cueva
Magiétral _ Domingo Ancapata ,Bianc‘a" ! Other Total
Balance, November 30, 1999  $1,295,859 $ 253,083 $ - $1,710,492  $2,625,702 ' $5,885,136
Advisory fee (note Baii) = 60,000 - . . - .- 60,000
" Balance, N0veihbe’r~"'3df206‘0," IR - R
as restated 1,355,859 253,083 - 1,710,492 2,625,702 5,945,136
" Additions during year Ce ' L
Acquisition costs - 42,000 - - - 42,000
Advisory fee 134,204 o 134,204
. Exploration costs , L A o - '
Geological ¢onsulting 41,361 81,917 . 55,518 .- 400 20,767 199,963
Project management 66,478 77.807 . 9619 12,000 12,054 177,958
.Geophysical ) - 144,402 27,722 - - 172,124
Office and administration 40,334 42,929 268 - ] - 83,531
Taxes and ﬁ[ing fees 16,585 22,570 c 244 35,382 - 74,781
Travel and accommodation 24,124 37,463 1,419 - 583 63,589
Geological fieldwork - 20,273 23.777 " 489 . . 44,539
Survey and assays 1,089 . 20,431 3,330 - 15,206 40,056
Legal 25,196 . - - - 1,716 26,912
Amortization 9,807 14,710 - - - 24,517
Maps and reports . 1,707 11,225 2,191 168 197 | ° 15,488
" Road construction - 272 7,807 - - e © 8,079
s e 247,226 485,038 . 100,556 12,812 85,905 931,537
Less: recoverie -(146,373) - - . - (138,734) - (74,000) - - (359,107)
: 100,853 485,038 100,556 _(125,922) - 11,905 572,430
Net additions during year 235,087 - 527,038 100,556 “(125922) 11,908 748,634
. Mineral property interests R
- written-off T - - - - (1,995,908) (1,995,908)
‘Balance, November 30, 2000 $1,580,916 _ '$780,121 -~ $100,556 ~_ $1,584,570  $.641,699  $4.697.862




~ INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements

November 30, 2001 and 2000 - T O A A

5.

Mineral Property Interests (continued)

During the year ended November 30, 2001, the Company ceased exploiation activity on the Chota
and Pasacancha propertles and wrote- off acqunsmon and exploratlon costs net of recoveries, in

the aggregate of $418, 041

i

During the year ended November 30, 2000, the Company ceased exploratnon actMty on the Cerro
Oro and Querocoto propertces and wrote-off acquusmon and exploratlon costs net of recovenes,
in the aggregate of $1,995,908. '

] 4Magistra| Property

On January 29 1999 the Company entered into an option agreement with the )
Govemnment of Peru to purchase five claims (250° has) which lie within the Company’s
existing Maglstral claims. The agreement is a three year option to purchase 100% of the
property in consideration of cash payments totalling US $750,000 and exploration work
commitments totalling us $2,100, 000 tobe pald and lncurred over a three year period.

Upon exercnse of the optnon the Company will have a further seven years to complete a
feasnbmty study and place, the property into production. The government will retain a net
profit. royalty whose magmtude will depend on metal prices but whlch ts expected to
equate to between a 0.5 and 3. O% Net Smelter Royality. ‘

Pursuant to an agreement dated October 29,1 999 the Company grahted an optnon to

Anaconda Peru S.A. (*Anaconda”), a wholly owned subs:diary of Antofagasta plc, to earn

up to a 65% interest in the property. Anaconda may earn a 30% interest by incurring
US $2,100,000 of exploration expenditures on the property and exercising the underlying
option with the Government of Peru by December 31, 2000 and may earn a 51% interest

n ,.:by lncurnng an aggregate US $5,050,000 of expend|tures by December 31, 2001.

' Anaconda ‘then has the option to in¢rease ifs owners‘mp to 65% by préparing a bankable

'_ feasnbmty study within two years.. Onceé a 65% interest has been- eamed ‘by Anaconda,.
_the Company will participatg in further development of the property at a 35% level of have

‘its mterest dlluted to’a 20% camed interest.

As at November 30, 2001 Anaccnda has expended a total of US $5 1 40,861 on the
property and exercised the option agreement with the Govémment of' Peru, thus eamlng a
51% interest in the property. The property interests are held by Ancash Cobre, S.A.,
which Anaconda has a 51% interest.

The Company has an agreement to pay an advisory fee to a consulting firm for
introducing Anaconda to the Company. These fees, which are payable in cash, shares or
warrants accrue subject to completion of certain work programs by Anaconda on the
Magistral property.

As at November 30, 2000, an aggregate of $194,204 had been paid or accrued. The
amount accrued was settled in Jahuary, 2001 with the issue of 109,500 common shares
valued at $55,852 and a cash payment in the amount of $55,852. As at November 30,
2001 an additional $86,094 has been accrued of which $68,875 will be paid in cash and -
the remaining balance in common shares and warrants.



INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements

November 30, 2001 and 2000

5. Mineral Property Interests (continued)

~ b .. Santo Dommgo Property
e Pursuant to an agreement dated April 29, 1999, the Company was granted an option to
eam a 51% interest in the Santo Domingo Property located in southern Peru in
consideration of incurring a total Us $2, 000 000 of exploratnon expend»tures on the
U expendlture ‘of US $200,000 on the property Once the Company is vested with its 51%
interest the optionor has a one 'tifrie opfion to increase its ownership from 49% to 60% by
preparing a bankable feasibility study within 2 years.

A finders fee of 180,000 common shares was payable in connection with the acquisition.
The Company issued 90,000 shares during the year ended November 30, 2001, 60,000
R shares during the year ended November 30, 2000 and 30, 000 shares dunng the year
L ended November 30, 1999 (note 6b) . ‘

c. . .,Ancapata Property ; -
' ~ On April 1, 2000 the Company was granted an option to acqunre up to' a’70% interest in

.. three exploratlon concessions which are located adjacent to the Company’s. Magistral
Property In cons:deratlon of the option, the Company can earn a 50% interest by

.. incuyrring US $1,000,000 of exploration expendltUres on the property by March 31, 2003.

" Upon earning a 50% mterest a joint venture will be formed on a 50/50 basis with the
optlonor The Company can earn an additional 10% interest by incurring additional
minimum exploration expenditures.of US $4,000,000 and completing a bankable

. feasrblllty study. The Company can earn a further 10% interest by paying US $2,500,000
" to the optionor and’ provndmg all necessary fmancmg to bring the property into commercial
: production. . i L N .
“‘Cueva Blanca Property
On November 26th, 1998 St. Ehas Mines Ltd. ("St Elias") entered into a'letter agreement
with the Company to. acquire an option to earn a 49% interest in the Cueva Blanca
,property in northern Peru. 'St. Elias_ can earn the optaon to acqunre thé 49% interest for
“cash payments totalling US $50,000 (received), incusring exploratlon expenditures of not
‘less than US $1,500,000 and issuing a total 6f 500,000 shares’ (300,000 shares
recelved) over three years. In addition, St. Elias can eléct'to earn a further 21% interest
.0 the property by making cash payments totalling US $250,000, incurring additional
“minimum -exploration expenditures of US $2 000 000 and completlng a bankable
- feastbllsty ‘study. .




INCA PACIFIC RESOURCES INC. ot R v

Notes to Consolidated Financial Statements AR S
November 30, 2001 and 2000 e

6.  Share Capital

a. Authorized i Syt TR
o 100 000 000 common shares without par value LI L

LN

b.. lssued and outstandmg o o N L
e e 2001 i e et .. 2000
Number of - Number. of
Shares . Amount . Shares Amount
Balance, beginning of year . .. - 26,788,354 . $13 814 622 - 21,417,979 $11,796,041
issued for cash: .
-Private placements; netof ) coT : . .
issue costs (note 6¢c) . 1,786,500 - . 500,820 - 2,635,000 1,277,063
.Exercise of options (note 6d) 283,250 87,180 442,125 132,288
Exercase of warrants (note 6e) 50,000 42,500 - 1,750,000 437,500
Issued for. cash and other
consideration: . :
Exercise of warrants (note Se) - - 452,000
- for cash (note 6e) - et 72,320
- transfer of fair value (note 6e) . v L ) 36,160
Issued for other consideration: :
Office and administration expenses S TR - 12,500 10,000
Mineral property advisory fee o : - ’
(note Saiii), .« - 109,500 55, 852 s 18750 . 11,250 -
Mineral property acquisition costs - S ‘ LT e
(note 5b) : 90,000 - 28 800 ... 80,000 42,000
- Issued, end-of year L 29,117,604 $14,499,774 .26,788,354 - $13,814,622 .

c. - ,-Prwate Placemerits
.. “Subsequent to the vear end, the Company completed a private placement for the issue of
’ 2 500 000 units at $0.20 per unit for proceeds of $495 850 net of issue costs (note 11).

In June 2001 the Company raised $500 820 net of lssue costs, by issuing 1,796,500 units
at $0.28 per unit, each unit consisting of one common share and one-half warrant, each
whole warrant exercisable o purchase an addmonal common share at $0. 36 per.share to
June 12, 2002. . C .

In April 2000, the Company raised $453,163, net of issue costs, by issuing 1,030,000 units
at $0.50 per unit, each unit consisting of one common share and one warrant exercisable to
purchase an additional common share at $0.60 per share to April 18, 2001.  Agent's
warrants to purchase up to 200,000 shares at $0.60 per share to April 18, 2001 were also
issued as a commission on the pnvate placement.

In August 2000, the Company raised $823,900, net of nssue costs, by issuing 1,500,000
units at $0.55 per unit. An additional 105,000 units were issued as a finders fee on the
private placement. Each unit consists of one commion share and one warrant exercisable
to purchase an additional cémmon share at $0.65 per ‘sharé t6' August 22, 2002,



INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2001 and 2000

6. Share Capital (continued)

d. Options Outstandmg
Under the Company’s stock option:plan, optlons to purchase.common shares have been
granted to directors, officers and employees at exercise prices determined by reference to
~the market value on the date of the grant. Under the stock option plan,'the Company may
=1 grant optlons for up t0.3,889,995 shares. Opllons granted under the plan vest over a
penod ‘of Up to 21 months

A summary of the status of the Company‘s stock option plan as at November 30 2001 and
2000° "and changes during the years then ended is as follows: .

P ; . s e

2001 .0 2000

Weighted- .+ oo - Weighted-

Number Average - - -Number - : Average

of Shares Exercise Pn‘ce B of-Sha‘res “Exercise Price

-Outstandmg at beglnnmg of year 2,762,875 $0.47 _ ' 1,767,500 , $0.30
Granted 430,000 0.33 1,497,500 _ 0.62
Exercised (283,250) 0.31 . (442,125) 0.30
Expired ' (165,125) 0.30 - -
Forfeited _ (25,000) 0.51 (60,000) - . 0.26
Outstanding at end of year 2,719,500 $0.48 2,762,875 - : $0.47 .

Options e;(ercisable atend - . I

- _ofyear . . L 2,189,250 ) $0.48 . 1,601,235 $0.40

i

The’followmg summgrizes information about stock optlons outstandmg at November 30 '2001:

BV

: : Options Outsbandmg Optuons Exerclsable
ST = o Weighted‘ BRI e Weighted
e — e . N ;v Average. .- - . : b Average
. Number + . . . .- Exercise ... . Numb_er, Exercise
of Shares . Expiry Date Price - of Shares . Price
c¢, 24,500 .. December 33, 2001 C s %051 21,437 - . $0.51
...75,000 .. December31,200t ... ... 080 . . .65625 0.60
-,220,000 , . ... February5,2002- . . . . 030. .. | '220000 ° 0.30
15,000 - March. 19, 2003 e 029 ~ 15,000 0.29
325,000 June 28,2004 - .. ... 0.30 } . 325,000 . 0.30
267,500 November 8, 2004 0.30 267,500 0.30
165,000 ... .. March3,2005.. - . . ... .. .0.51 . 144,375 0.51
997,500 .  _April 18,2005 . . ... 0D80. . 872,813 0.60
200,0600. - - -August14,2005 . . .. . . 0.82 o 150,000 - 0.82
430,000 - - June 55,2006 : 0.33 : 107,500 0.33

2,719,500 $0.48 2,189,250 $0.48




INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2001 and 2000

6.

Share Capital (continued)

e. Warrants: . . o .
At November 30, 2001 the Company has outstandlng warrants to purchase an aggregate

3,643,750 common shares as follows

EER T

et NE

3

Outstanding . .
‘at - Outstanding at
Exercise November 30, Expnred/ November 30,
Price Expiry Date "'~ ¢ 2000 " lsstied Exércised - : 'Cancelled ] 2001

$0.25 December 1, 2000 “sojpoo T - (50000) a - -

$0.60 April 18, 2002" - 1,230,000, - - 53 (200,000) _ 1,030,000

$0.65 August 22, 2002 : 1,605,000 - - ’ . - 1,605,000

$0.185 December 31, 2001 110,500 - - - 110,500
.$0.36 .. Junie 12, 2002 898 250 ' - e - 898,250 .

S C L o s - 2. 0895 500 898 250- .1 (50,000) - (200,000) 3,643,750

*in March 2001 the expiry date on 1,030,000 of these warrants was extended forions year to
April 18, 2002.

-

A fair value was ascnbed to certam of the warrants lssued dunng theyear ended November 30,

proceeds of $72,320. The remaining warrants are valued as follows:

iz 2000 (note 5aiii);: Some of these vaiued warrants were exercised-ifito 452;000 shares for cash

Number
of Shares - Amount
Issued for fees (note 5aiii) - 562,500 . - $ 45,000
Exercised and transferred to share caprtal (note 6b) (452,000) - (36,160)
Outstandlng at November 30 2001 and 2000 110,500 $ 8 840

On December 31, 2001, the 1 10 500 warrants expnred unexercised and the ascnbed value_of $8 840

: was transferred to contnbuted surplus

Supplemenial Cash Flow |nformat|on

" 2000

S:gmfrcant non-cash operatmg, ﬁnancnng and mvestmg actmhes £

Operdtihg activities ' =~ 7 Bl :
Office and admnmstratlon expenses settied with shares $ - - $(10,000)

Financing actmtles : P PRI
Shares issued for office and adrmmstranon expenses oo 710,000
Shares issued for mineral property advisory fee 55,852 11,250
Shares issued for fhineral property acquisition costs 28,800 42,000
Warrants issued for mineral property acMsory fee ‘ - 45,000

Investing activities N
Mineral property advisory fee L {55, 852) (56,250)
Mineral property acquisition costs (28,800) (42,000)
Marketable securities received for mineral properties |, . 25 000 191,000
Recoveries against mineral properties received in N

marketable securities (25 000) w0 (191,000)

Dunng the year ended November 30, 2001 the Company received lntéﬁest income inthe amount of
$26,254 (2000 - $44,284).



INCA PACIFIC RESOURCES INC. - : AR

Notes to Consolidated Financial Statements
November 30, 2001 and 2000

8. Related Party Transactions
a. Dunng the year, the followmg transact;ons w:th related partles occurred

i. $216 676 (2000 $306 ,002) was paid or is payable to: oﬁtcers dlrectors and a
.. company controlied by a director for management services, consulting fees and
geological services.

iiw.‘. $56,719 (2000 - $56,807) was pand oris payable as Iegal fees toa law fi irm in
" - which a partner isa drrector of the Company

b. -+ Accounts payable includes $19,121 (2000 $63,901) due to directors or compames
controlied by directors.

c. The Company has entered into management agreements with two dlrectors of the
- Company whereby the Company is committed to payments for management and investor
" relations services of a total of $15,000 per month until May 30, 2002.

9. . IncomeTaxes: - _
As at November 30, 2001, the Company has non-capital losses of approximately $3,236,000 which

may be applied againgt future income for Canadian income tax purpeses. The potential future tax
benefits of these losses; have hot been recorded in these fmancual statements The {osses expire

as follows: -
2008 N $ 438,100
2007 . 501,900
2006 - : - : : 337,800
2005 282,600 B N
2003 . = : g . 395,400 et T

2002 871,900 B
$ - 3236000 - - .. osie

CIn addltion‘v"ysbbjeet to certain restrictions, the Company has losses 'pf appre)rimatelv $S°0 000,
expiring in various years to 2005, as well as certain exploratron expendltures avarlable to offset
~ future taxable mcome in Peru. SRR UUL SRS S S

Future income tax assets and liabilities are recognized for temporary differences between the
carrying amount of the balance sheet items and their corresponding tax values as wzll as for the
benefit of losses available to be carried forward to future years for tax. purposes that are likely to be

realized. . P e e e Lo aeeiagl et
Sugnrfrcant components of the Company’s future tax assets and llabrlltles after applylng enacted
corporate income tax rates, are as follows o s -
L ) "f 2001 . 2000
"~ Future income tax assets S o o
Temporary differences in assets $ 689,155 $ 641,934
__Net tax losses carried forward . 1,653,687 .. - 1,522,240
S e T M234p842 T 2,164,174
Valuation allowance for future income"’t_ax assets = . (2,342,842) T (2,164,174)

Net future income {ax assets e e -
Future income tax liabilities B . - » _ -

Future jncome tax assets, net o B - - -




INCA PACIFIC RESOURCES INC.

Notes to Consolidated Financial Statements
November 30, 2001 and 2000 .

10.

1.

Segmented Disclosure

The Company has one operating segment, mineral ‘exploration, and all capital assets of.the Company
are located in Canada except for mineral properties as disclosed in note 5 and $16,600 of equipment
which is located i in Peru. .

Subsequent Event

In December, 2001 the Company completed a private placement for the issue of 2,500,000 units at
$0.20 per unit for proceeds of $495,850, net of issue costs, which had been received as at November
30, 2001. An additional 140,000 units were:glso issued as a finders fee. Each unit consists of one
common share and one warrant, each warrant exercrsable to purchase one addmonal common share
at-$0.25 per share to November 14, 2003. - AR . e T

The Company was restricted from using the gross proceeds of the pnvate placement of $500 000
untrl the umts were ussued on December 6 2001

B
r
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INCA PACIFIC RESOURCES INC.

SCHEDULEB November 30, 2001
1. Related Party Transactions:

During the year ended November 30 2001 , the following transactlons wnth related parties

oocurred :

@ ()  $216,676 (3000 - $306,002) was paid o is payable to"cs'ffiéers" directors and a

. company controlled by a director for management semces, consultmg fees and
«.- geological services; andl : . . .
) -"_.'(ii) $56,719 (2000 - $56 807) was paid or is payable as !egal fees to a law firm in
. which a partner is a director of the Company.

(b)

Accounts payable includes $19,121 (2000 $63 901) due to dlrectors or compames
.controlled by directors. - . : s ,

The Company has entered into management agreements with two dlrectors of the

(0)
Company whereby the Company is committed to payments for management and investor
relatlons services totalling $15 000 per month until May 30 2002.
2. (a) Securmes lssued Durlng the Quarter- Nil - N
(b) Ineentlve Stock Optlons Granted Durmg the Quarter N|I _ .:
3. (@) Authorized Share Capital:
100,000,000 common shares without par value.
Issued and Outstanding Share Capltal at November 30, 2001:
29,117,604 common 'shares without par value.
(b) Options and Warrants Outstanding at ‘the End of the Quarter:
Options Outstanding . Options Exercisable
T Weighted Weighted
Average Average
Number ) . Exercise Number Exercise
of Shares Expiry Date _Price -of Shares Price
24,500 December 31, 2001 $0.51 21,437 $0.51
75,000 December-31, 2001 0.60 65,625 0.60
220,000 February 5, 2002 0.30 220,000 0.30
15,000 March 19, 2003 0.29 15,000 0.29
325,000 June 28, 2004 0.30. 325,000 0.30
267,500 November 8, 2004 0.30 . 267,500 0.30
165,000 March 3, 2005 0.51 144,375 . 0.51
997,500 April 18, 2005 0.60 872,813 0.60
200,000 August 14, 2005 0.82 150,000 0.82
430,000 June 5, 2006 0.33 107,500 0.33
$0.48 2,189,250

2,719,500

$0.48 -



INCA PACIFIC RESOURCES INC.

SCHEDULE B

November 3'0, 2001

Warrants Outstandmg'

Price Per

Number of
Shares Share Expiry
1,605,000 $0.65 . August 22, 2002
1,030,000 0.60 - - “April 18, 2002
110,500 0.185 December 31, 2001
898,250 0.36 . - June 12, 2002
3, 643 750

IR

On December 31, 2001 the 1 10 500 warrants explred unexerc:sed ar'.d the ascnbed value
of these warrants whnch totaled $8 ,840 was transferred to contnbuted surplus

¥ ; %

(e) ‘Shares Held in Escrow None

b

(d) Directors and Oﬁlcers as at January 25, 2002 Anthony Floyd (Presu!ent and Director),
© " Geoffrey Harden (Director), John A: McGluskey (Vice President, Finance and Director), -
Luis Rodriguez-Mariategui Proano (Dsrector) Charles G. Preble (Dlrector) Yves G. C
Mordaéq (Director) and Shdron L. Fleriing (Corporate-Secretary).
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SCHEDULEC o ... .. . . November 30, 2001

MANAGEMENT DISCUSSION

1.

Description of Business

lnca Pacific’ Resources Inc. is a resource exploratgon company wrth a focus on copper gold and tinin

Peru. It has been active in acquiring. properties and conducting early stage. exp!oratlons since 1993. The -

Company's head office is located in Vancouver Bntxsh Columbla 'Canada. Exploratlon headquarters are
located in Lima, Peru. ;| . . y .

Results of Operations - T o ' o

Year Ended November 30, 2001 Compared to Year Ended November 30, 2000

-For theﬁscal year ended Nove‘m‘ber Sd, 2001; the Company, had a Ioss of $865,070 compared with a loss

of $2,617,586 for 2000. The loss in 2001 was significantly lower than the loss in 2000 due to lower write-

- offs of mineral property interests (2001 - $418,401, 2000 - $1,995,908).: -General-and administrative
‘expenses decreased by $115,783 due mainly to significant decreases in legal expenses, office, -

administration and travel. Investor relation’s expense.remained our largest expense due to a continuing
need to maintain shareholder awareness of exploration resuits.  Towards this end, the Company

- participated in several mining conferences ‘and also provrded mformatlonal presentatlons to potential

mvestors in North America and Europe

The value of exploration work conducted on the Company‘s propertles by the Company and its joint
venture partners totaled $6,800,000 (2000 - $4,200,000). The Company elected to write-off exploration
costs mcurrecl in this work in the aggregate of $41 8, 401

lnvestment incomé decreased by $18,030 over 2000 due to: the smaller amount of cash reserves held by
the Company during 2001.

Year Ended November 30, 2000 Compared to Year Ended November 30, 1999 .

For the fiscal year ended November 30, 2000, inca Pacific had a loss of $2,617;586 compared with a loss
of $2,021,162 for 1999. General and administrative expénses increased by $188,139 due mainiy to
significant increases in investor relations and legal expenses. Investor relations’ expense-increased by
$105,515 due to a greater need to increase shareholder awareness of exploration results. Towards this
end, the Company participated in several mmmg conferences, and also provided informational”
presentations to potential investors. The increase in legal expense of $55;557 was due to-expenses
incurred in the formation of Ancash Cobre S.A., a new Peruvian subsndrary to which the Maglstral Propenty
was assighed. Increases in other general and’ admmrstratrve expenses were due to the mcrease in overall
activity by the Company during the 2000 flscal year. o

Following cessation of explofdtion activity at Cerro Oro and Querocoto the Company elected to write-off
acquisition and exploration costs, net of recoveries,.incurred on those properties in the aggregate of
$1,995,908. A total of $1,397,957 was. written-off on Cerro. Oro, $552 148 was written off on Querocoto
and $46,803 was written off.on other properties. oo T

.. Investment income increased by $11,741 over 1999 due to.the larger.amount of cash reserves held by the
Company:during 2000.. A foreign exchange loss of $129,599 was incurred compared to a gain of

$240,297 in 1999. The loss is due to the decrease in the value of the Peruvian sole.



Financial Condition and Liquidity

h 'Th‘e'Co'rnpény at present has no income from operations and none is likely in the near futuré. The
Company is therefore dependent on raising funds by the issuance of shares or disposing of interests in its
mineral-properties (by options, joint ventures or outright-sales) in order to finance further acquisitions,
undertake exploration and development of mineral properties and meet general and administrative
expenses in the medium and long term. There can be no assurance that the Company wull be successful
in raising the requrred fmancmg T T

The Company’s financial performance is dependent on many external factors. The Company expects that
any revenues it may eamn from its operations in the future will be from the sale of minerals. Both prices
and markets for metals and minerals are cycllcal difficult to predict, volatile, subject to government price
tixing and contr’csls and respond o ch‘anges in domestic and intemational political, social and economic
envnronments 13} ;tpon the avallablllty and c’ost of tunds for exploratlon development and production
costs are difficult fo' prediét. ' These changes And evénts could materially affect the financial performance
of the Company. The Company's only current source of income (interest on'its cash reserves) has been
adversely affected by the current low interest rates and management does not expect thls to change in the
immediate future. )

Wil e

The Company’s workmg caprtal as' at November 30 2001 was $712 319 con’ipared t6a worklng capital of
$1,033,871 as at November 30, 2000. The decrease in worklng cap:tal was due to mcreased
_expendrtures on tts Peruvran pfopertles~- e L e
The Companfs' worklng capltal as at November 30,-2000 was $1 033 871 compared toa workmg capital
of $303,744 as:at-November.30; 1899 The mcrease - worklng Eaprtal was due to proceeds received
"'from the lssuance of COommarn shares in 2000 ..
As at Novembense 2001 thermpany had deferred expendltures on mlneral propertles net of
recoveries and write-offs, of $5,363,279. As at November 30, 2000, the Company had deferred :
expenditures on mineral properties net of recoveries and write-offs, of $4,697,862. During 2001, the
Company wrote-off $418,401 in acquisition and exploratlon costs due to the cessation of exploratlon
activity onithe Chotaand Pasacancha propetties: ;.. - > I Co.

The Company’s share capital at November 30, 2001 was‘i$f14 499 774, compared to $13 814,622 at
November 30, 2000. .Increases in shareholders’ capital resulted from the issuance of éommon shares.
The Company’s deficit was $8,904,209 as at November 30, 2001 and was $8,039;1 39 as at November 30,
2000.

For the year endéd November 30, 2001, the- Compairy spent aftér allownr’ig‘idr thanges ifi hon~cash
working capital itemns,-$451,825 on operating activities compared 10.$754,786 for the year ended
November 30, 2000 due malnly tQ sngmflcant decreases in |egal oﬁl .admm)stratlon and travel

. xpenses s )

- Th P vt

As at November 30, 2001 November 30, 2000 and November 30 1999 the Company had no bank loans
.ar Iong term debt outstandmg e : . L . )

- Dunng the f:scal year ended November 30, 2001 the Company completed one pnvate placement for
proceeds net of share issue costs, of $500,820. The Company also recerved cash proceeds of $ 99,680
from the exercise of warrants and stock options. Subsequent to the year-end the Company completed a

- private placement for cash proceeds net of share.issue.costs, of $495,850. k. .

"During the fiscal year ended November 30; 2000, the' Cornpany completed two pnvate placements and
issued an aggregate 62, 635,000 units for proceeds, ‘net of share issue costs, of $1,227, 063 The
Company also received $642,108 from the exercise ofwarkants and stock options. ~ # -

For the fiscdl'year erided Noveéimber 30, 2001; the ‘CTompany spent a net aggregate of $1,255,248 on
investing activities, comprised of expfdratlon'expendrtures incurted of its Peruvnan propertres of
$1 270,160 less the proceeds froni the sale of capitdl dassets of $14,912.-

' For the flscal year ended November 30, 2000, the Company spent a net aggregate of $463,604 on
investing activities, comprised of exploration expenditures incurred-on its Peruvian properties of $765,163,




the purchase of capital assets of $8,567 less the proceeds from the sale of marketable secuntnes of
$259,552 and from the sale of capltal assets of $50, 574 ’

- As a.result-of the above activities the Company’s cash posmon as at November 30 2001 was $825 €98
and as.at November 30, 2000 was $1 436,421. . Lo

Tt v

Outlook

The Company plans to remain focused on explora‘aon opportumtles m Peru.: -Year end workmg capital
plus the proceeds of a private ptacement subsequent to the year end .are considered to be sufficient to
maintain these activities for at least 18 months. However, continued capltal losses are expected until one
or more of the Company‘s progects attaln commercna! productnon S v i

o ‘. . o e »? Rl
Grantoflncenﬁve Stock Options E e RS TP

:During the year ended November 30, 2001 430,000 incentive stock options were, granted by the
Company ata price of $0.33 per share. These options expire June 5, 2006. -

: lnvestor Flelatlons

‘During the year ended November 30 2001, the Company incurred a total of. $1 78 154 on promotional and
mvestor relation’s actlvmes as follows:

" Conferences, trade shows and publications - $ 21,527
Printing and miscellaneous ) R 28,562 -
Travel expense ’ ’ 35,487
Investor relations fees paid to consultants . ) ’ h 19,078
Investor relations fees paid to a company controlied by a director 60,000
Investor relations fees paid to a director , 13,500

$ 178,154

_ _Fmancmgs, Prlnclgal Purpose and Milestones _ P
' During the year ended November 30, 2001, the Company raised a total of $600,500 pursuant to the
completion of a private placement and the exercise of stock options and warrants. These funds together
with funds on hand will be used by the Company to fund further exploratlon and development work onits
Peruvian propertieés and for general working capltal purposes.

The Company’s Magistral discovery which began to unfold in the year 2000, and continued with-an
aggressive 15,000 meter drill program during the year in review, is the product of a little luck and a risk
management strategy that Inca Pacific implemented in 1999. 'In the face of a béar market, and
determined to capitalize on six years of experience in Peru, Inca Pacific, in the main, elected to develop
projects through the initial stages of acquisition, staking, and prospecting, and thereafter jomt ventunng
- these prospects in order to share the risk of cosﬂler later stage exploration.

This year our Magistral joint venture partner, Antofagasta Plc., through its wholly owned Peruvian
subsidiary, Anaconda Peru S.A. vested with a 51% interest in the Magistral Property. In accomplishing
this they have not only invested US$5,141,000, but also completed 24,480 metres of diamond drilling, paid
Banco Minero de Peru US$500,000 and delivered a preliminary economic assessment of the project. In
April 2002, Anaconda Peru S.A. may elect to proceed to a 65% mterest by completing a bankable
feasibility study on Magistral within two years.

Combmmg the Magrstral campaign wrth other actnve prolects in Peruy, Inca Pacific has’ seen
CDN$14,000,000 in exploration expenditures on its properties over the last 3 years. This sum exceeds
the current market capitalization of the Company. In addition to Magistral, Inca Pacific projects drilled in
2001 included the Santo Domingo tin prospect in Puno Dept. (2,900 metres), and the Cueva Blanca gold
prospect in Lambayeque Dept. (2,500 metres).



The Santo Domingo project is a joint venture wnth the Peruvnan tin producer, Minsur, The target of the
prograim is modeled aftér Minsur's highly profitable San Rafael Mine, which is the highest grade tin mine in
the world and over the last decade one of the most profitable mines in Latin- America. This year's four
hole drill program did not encounter San Rafael style mineralization but did provide a greater
understanding of the vein systems thus helping to guide future work.

‘At Cueva Blanca, St.'Elids Mines:Ltd. completed a 2,500 metre reverse circulation drill program (21 holes)
and 3,000 meétres tf trenching at Zora Verde. The program established the presence of anomaloeus gold
over a strike length of ‘at least 4 kilometres: along a structural corridor up to 1 kilometre wide. Assay
results of the RC drilling program were generally low. St. Elias believes that there may have been a
problem recovering gold using the reverse circulation method A follow-up diamond drill program is
planned for 2002 )

Liquidity and 80|venc¥ -

Managemem bélieves that the Company has sufﬂcnent worklng capnal on hand to meet its ongomg
obligations as they come due. _ g




