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Directors’ Report to Our Shareholders

Property Acquisitions, Options and Joint Ventures

During the first quarter of 2002, the Company entered into agreements to acquire various levels of interests (10% to
100%) in thirteen separate biocks of land claims aggregating over 1.7 million acres of land in the Coronation Gulf
area, Nunavut, Canada. On May 21, 2002, the Company entered into an option and joint venture agreement on six
of these properties which together represent over 870,000 acres with Ashton Mining (Northwest Territories) Ltd., a
wholly owned subsidiary of Ashton Mining of Canada Inc. The six agreements require the Company to finance a
heavy mineral sampling program that Ashton will conduct during the 2002 exploration season. Upon completion of
this program, Ashton will have the option to earn a 60% working interest in each of the properties by spending a
maximum amount of $8,713,000 no later than April 30”"12006 Upon earning this interest Ashton will carry the
Company for further exploration expenditures to a maxxmum i-of $750,000 in accordance with the joint venture
agreements specific to each property. The option andjomt vcntur Aagreements are subject to regulatory approval.

In light of Ashton’s expertlse experience and resources m the Coronatlon Diamond District, the Company is pleased
to have formed this’ assocmtlon . - L S ;

e

Private Placements and Debt Settlements

Since the beginning of the year, the Company issued 903,720 common shares to settle debts aggregating $107,072
and closed three private placements for aggregate proceeds of $390,000 - 1,900,000 common shares at $0.10 per
common share, 300,000 units at $0.25 per unit and 500,000 units at $0.25 per unit. A further 1,125,000 units at
$0.20 per unit for proceeds of $225,000 are to be issued subject to final regulatory acceptance.

Fiscal Advisory Agreement and Bridge Loan

Also, during the first quarter of the year, the Company entered into a fiscal and advisory agreement with Canaccord
Capital Corporation (“Canaccord”) wherein Canaccord provides fiscal advisory services to the Company. Under
the terms of this agreement the Company is to issue to Canaccord, agent’s warrants exercisable to purchase 350,000
common shares of the Company at an exercise price of $0.20 per share for a period of one year subject to regulatory
approval. Subsequent to the quarter, the Company obtained a bridge loan from Canaccord in the amount of
$100,000. In consideration for the loan the Company ‘issued 40,000 common shares and 80,000 warrants to
Canaccord. Each warrant is exercisable into one common share for a consideration of $0.25 for a period of two
years.

Addition to Board of Directors

In January 2002, Mr. Robert E. Hindson, P.Eng., joined the Board of Directors. Mr. Hindson, a geological engineer,
has over 38 years experience in the mining industry. He is currently President and CEO of Far West Mining Ltd.
Then, in April 2002, Dr. Chris Jennings, B.Sc.(Hons), M.Sc., Ph.D, joined the Board. Dr. Jennings has over 40
years experience in geology, mineral exploration and development. His active involvement in diamond exploration
since 1974 has resulted in the discovery of many kimberlite pipes. The Company is very pleased to welcome the
addition of these two new members to its Board of Directors. Mr. Tom Bencic resigned his position on the Board to
make room for the addition of Dr. Jennings.

With our exposure in the Nunavut area, along with the important additions to the Board, management believes your
Company is well positioned to enhance sharcholder value and we wish to express our appreciation for your patience
and support.

On behalf of the Board,

/s/ Richard W. Warke

Richard W. Warke May 30, 2002
President



AUGUSTA RESOURCE CORPORATION

-

ASSETS

CURRENT
Cash -
Accounts receivable

MINING ASSETS
Mining properties ‘
Deferred exploration expenses

LIABILITIES

CURRENT i
Accounts payable and accrued liabilities

s L

LONG-TERM
.Loans and advances -~ o

SHAREHOLDERS' EQUITY (CAPITAL DEFICIENCY)
Share capital

Common shares subscribed
Deficit

.. BALANCE SHEETS

(Unaﬁdi}ed — Prepared by Management)

March 31, December 31,
2002 2001
Notes _ (Unaudited)’ (Audited) -

$ 22,499 7§« 28,075%
3 77,785 o 46,489/
100,284 74,564

1 . SN e
849,595 .. 60,000,

16,865 . 2,200

866,460 + 62,200

S 966744 S 136,764

Hay

2,3 S 673,689 5 212,59
22,200 22,200

695,889 " 234,799

2 3,129,780 2,947,708
2 420,000 100,000
(3,278,925) (3,145,743)

270,855 (98,035)

3 966,744 S 136,764




AUGUSTA RESOURCE CORPORATION'

STATEMENTS OF LOSS'AND DEFICIT.

(Unaudlted - f’répared by Manégeméﬁt) ‘

(AR

For the 3 months ended March 31,

Notes 2002

2001

EXPENSES

Accburiting and audit “¢r
fdministration
Consulting "~
Filing and feguié\tdfy
Foreign exchange loss
Interest.expense (incomey} s i
Legal fees s

Office and sundry ~ - .77

Promotion .
Salaties and benefits - . i.. ..,
Travel

LOSS FOR THE PERIOD

Deficit, beginning of the period

Share issue expenses

DEFICIT,END OF PERIOD. ....... |

LOSS PER SHARE

(KE T

$ (500) 3 :
3 7,500 7,500
7’500 UEARENS U L
5,631 1,246
46 196
(68) o v.',.',. '.-1(2‘-4)N,
a6
“12,708 L TR
1,098 -
3 81,665 -
5,636 -
on 0 (123,332) (11,076)
(3,145,743) (3,104,484)
(9,850 L
$ (3,278,925) . . $. '(3,115,560)'
$ {0.01) $ (0.00)



AUGUSTA RESOURCE CORPORATION
STAFEMENTS OE CASH FLOWS

(Unaudited — Prepared by Management}

For the 3 months ended March 31, o ; 2000 - 2001

NET. lNFLOW (OUTFLOW) OF CASH RELATED e e TR
TGTHEFOLLOW]NG ACTIVITIES: . "' R

. Loss for the penod : ,)v‘, P . o $ ©-(123,332) 'S (11,076)
Changes in non- cashworkmg capml 1tems o - R
Accounts receivable ST T T e TR 31 296) T T 6,922

Accounts payable and accrued liabilities 38,272 6,455
e, Co (116,356) 2,301

o
SR

INVESTING: S
Expenditures on mining properties (259,705) -
Expendxtures on deferred exp loration expenses, 5 Y
net.of related payables . ‘. Coes L (14,665) -
(274,370) -
FINANCING:
Issuance of common shares 75,000 -
Subscriptions for common shares ) 320,000 o -
Share issue expenses (9 850). - . - -
' 333 150 -
NET CASH (OUTFLOW) INFLOW . {5,576) 2,301
CASH, BEGINNING OF THE PERIOD T 28,078 1,779
CASH, END OF THE PERIOD S8 .. 22499 S 4080
PERTN



NOTES TO THE FINANCIAL STATEMEVTS March 3 200?:
(Unaudited — Prepared by Management), e e

1. MINING ASSETS

Mining assets are comprised of undivided interests in properties and deferred exploration
expenses on properties in the exploration stage. They are recorded at acquisition cost or at the
“aftributed value in the case of a devaluation caused by a.permanent impairment of value: ' - 7

Mining properties, related deferred exploration expenses and optlons to acqulre undivided
interests in mining properties are amortized only as‘these propemes are’ put}mto ‘production. or
written off if they are abandoned. During the normal course of its business, the’Cefipatiy énters
into agreements to acquire undivided interests in mining properties which are normally acquired
(o . tin exchange for exploration and development expenses to be incurred accordmg to! dlfferent
schedules, issuance of shares and payments subject to feasibility studles In- additid
<. will be paid on.commercial operations of certain mining properties. pomten

Minifig * " Deferred

Properties Exploration

(Cost) Expenses
02 202

Mining assets: . B N S Vi
- .. ~-Coronation Diamond District properties S 849 595 S‘ ..16,865
2002
Mining propertievS‘ i .

_ Balance, beginning of period T TS 60,000

" Additional acquxsmon casts S 789,595
‘Balance, end ofpenod - S 849,595

Deferred explo‘rzitibn, expenses: h B

Balance, beginning of period o8 102,200
Geologists, cons“L_ll‘tgg:t»g_?;r}d professional services R O PR 7,415
Sundry 7,250

Balance, end of period S 16,865

Properties in the Coronation Diamond District, Nunavut, Canada

During the first quarter of 2002, the Company entered into separate option agreements with 4763
NWT Ltd. (“4763”), with two agreements jointly with a third party, to acquire working interests
(“WTI”) of 10%, 20% and 100% for 13 properties located in the Coronation Diamond District in
Nunavut, Canada, which amount to about 1.7 million acres in the region, subject to regulatory
approvals.

e —————————————————————————————————————————
Augusta Resource Corporation Page 5
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NOTES TO THE FINANCIAL STATEMENTS y March 31, znuz
(Unaudrted Prepared by Management) '

1.  MINING ASSETS (continued)
Properties in the Coronatlon Dlamond Dlstrlct Nunavut, Canada (contmued)

For the four properties in which the Company can earn from 10% and 20% WI 4763 has
optroned 85% and 0% WI, respectlvely, in each of the four properties to various third party
N exploratlon compames (“anary Optionees”), with the balance of the. 5% and 10% WI,
respectrvely, Fo be retained by 4763, The' anary Optionees earn their interests by completing
5 /vyork expendltures over a 3 to 4 'year périod, whereby the’ Company will in effect have carried
intereSts 1n these properties pending the Primary Optionees earning theit' 85% and - 70% WI. The
Company has agreed to assume responsibility for 4763 s work expenditures relative to'4763’s 5%
~.and 10% WI in these properties for an amount up to the work expenditures completed by the
Prunary Optronees on, each of these four propertxes to earn therr 85% and 70% WI respectxvely

The total acreage for the'’ nlne propertres in which’ the Company ‘edn earn 100% WI is 1 151,313,
" For seven of the nine propertles the Company agrees to complete' work expenditures of $10 per
s f'. acré thhm four years’ of receipt of regulatory approval of the property acquisitions (*Approval
‘ . ! Date”) on a.schedule’ mutually agreeable between the Company and 4763. Also, under the terms
“of _the optron agreements 4763 "rétains - a 1% gross overriding royalty/net smelter return
" (“GOR/NSR”) and 4"10% net profits ‘interest (“NPI”) in these properties. For two of the nine
properties, the Company agrees to completé work expenditures of not less than $2 per acre within
one year from the date of the formal option agreement (“Agreement Date”), and 4763 retains a
2.5% GOR/NSR, for which a third party to the option agreement holds an option to purchase 50%
of the 2.5% GOR/NSR for $2.5 million. Upon the Company earning the 100% WI, this option
will be transferred to the Company for no additional cost.

LIS

Eleven of the 12 option agreements require the Companv to pay 4763 cash amounts totalling
$1 091, 845 of which $455,492 are payable upon signing of the agreements $145 663 by March

......

agreements also -require- the Company to issue common shares to 4763 totalling 2,650,000
common shares, of which 625,000 shares are to be issued within 10 days of the Approval Date,
625,000 shares by the first anniversary date of the initial share issuance and 700,000 shares for
each by the second and third anniversaries thereafter. One of the 12 option agreements require
“ the Company to issue 1.6 million common.shares to the vendors of the property:upon regulatory
. approval, and, at the sole discretion of the Company, the issuance-of 850 000 common shares by
each of the first and second anniversaries of the Agreeitient Date, ™ s

As at March 31, 2002, the Company had paid $319,705 to 4763 in acquiring working interests in

certain properties and incurred $16,865 in relation to deferred exploratron expenditures related to

" these ‘properties. At the end of the first quarter, an amount of $529,890 remained owing to 4763,
" afd the Company had not received any default notice from 4763. "

iAL:IgUStﬁ Resource Corporation * CUT T e : Page 6
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NOTES TO THE FINANCIAL STATEMENTS Mawh 3 I, 2002

(Unaudxted Prepared by Management) ™ g R

1. MINING ASSETS (continued)

Propertnes in the Coronatlon Dlamond Dlstrlct Nunavut Canada (contintied)

In March 2002 the Company entered into an optton and Jomt venture agreement w1th Ashton
-"Mining (Northwest Territories),Ltd., a wholly owned sub31d1ary of Ashton Mining of Canada Inc.
~+(“Ashton”), for the BH. property;.in whrch the agreement was later revrsed in May 2002 Also in
May 2002, the:Company entered.into.5 optlon and Jomt venture agreements‘w h Ashton for the

Under terms of the agreements mcludmg the agreement relatlve to, the BH Property “Which was
signed on March 12, 2002 and for which the’ terms have been amended to correspond fo the 5 new
“.<". agreements, the Company-will fund-a Phase 1 aggregate exploration program that Ashton will

conduct during the.2002. exploratton season., Upon completlon of Phase 1, Ashton will have the

:rie: - option to earn a 60% working interest in the propertres by spendmg up to an aggregate maximum

+ 27zamount :of $8,713,000 not, later. than Apr11 30 2006 Upon earning these iriterests, Ashton will
“:carry. the ‘Company-for a. further aggregate maxunum amount of S750 OOO of exploratron

i expendltures under  the terms. of" the relative. Joxnt venture agreements The optlon and Joint
Venture agreements are subJect to regul atory approval

P o . T S . T R

(a) Issued:
TR o

. . _..Changes in the Companysshare caprtal weré'fés folloyys:‘ " -
RS ‘.:'.'>' T T T SR . Number )
il I P A T . ‘ ofShares ' Amount
A S A S s o v' ‘ L
Common shares, Balance at December 31,2001 = S S - 13,198,437 .S 2,947,708
Issued for debt settlement (Note 2(b)). . - .. .| o o . {903,720v':' 107,072
Issued for cash (Note 2(c)) -, . . . o ‘ o 300,000 75,000

Corfimon shares, Balance at March 31,2002 e o - 14,402,157 $ 3,129,780

(b) 1 ’Shares issued in settlement of debt . .- . .o

“““Th" December 2001, the ‘Company entered ‘irito. two debt settlement. agreements with a
company in which -a 'director. of the Company:has a.25% interest, . Pursuant to these
agreements, the Company will issue 570,720 common shares at a deemed price of $0.10
per share in settlement of debt amounting to $57,072. These shares were issued in
January 2002. Also, in December 2001, the Company entered into a debt settlement
agreement with a creditor, whereby the Company will issue 333,000 common shares at a
deemed price of $0.15 per share in full settlement of the indebtedness of $50,000. These

shares were issued in March 2002.

e T i e

Augusta Resource Corporation T DR Page 7



NOTES TO THE FINANCIAL STATEWENTS March 31, 20()2
(Unaudrted Prepared by Management) T

2. SHARE CAPITAL (continued)
(c). Private placements ‘

From December 2001 to May 2002, the Company arranged four non- brokered private
placements. . The first private placement was for 1,900,000 common' shares at $0.10 per
common share for total proceeds of $190,000, which closed in-April 2002. The second
v .private. placement was for 300,000 units at $0.25 per unit for total praceeds of $75,000,
\fyhrch closed in March 2002, each unit comprrses of one ‘conumon’ share and one share
purchase warrant which is exercrsable to purchase one common share at'$0.25 per share

".‘for total. proceeds of 5225 OOO subject to- regulatory’ approval ‘each unit comprrses of
;one common share and one share purchase warrant, which-is exercisable to purchase one
common share for a perrod of 2 years at $0.22 per- shiare. The fourth: private placement is
for 500,000 units at $0.25 per unit for total proceeds of $125,000, which closed in May
2002; each unit is comprised of one common share and one non-transferable share
purchase warrant with two such warrants entitling the holder to purchase one common
share at a prrce of $0.25 until May 7, 2003. - With- respect to the fourth private placement,
;v p .. a commission was paid to Canaccord Capital Corporation (“Canaccord”) whereby the
‘.Company isstied 50,000 common shares at'a deemed price $0.25 per share and 50,000
warrants .to Canaccord two warrants are requrred to purchase one comumon share at an
- exercise price’ of $0. 25 untrl May 7, 2003 B : =

-

LY

(d) Warrants [
As at March 31, 2002, warrants were outstanding as follows:_

. Number of Shares | - Exercise Prices and Expiry Dates

. 476,000 '30.50 until September 27,2002 -

300,000 7 50.25until March 21,2004 -+ A

3. . RELATED PARTYTRANSACTIONS ™'~ ' . .l

"In December 2001, the Comp‘any_reCeiVed $100,000 -from 2 company which; share certain
common directors with the Company. ~The ‘proceeds are pursuant to-a private placement for
1,000,000 common shares at $0.10 per share. These shares were issued in April 2002.

In the first quarter of 2002, the Company received a total of $300,000 from a director and from a
company which is controlled by the President of the Company, pursuant to two private
placements. One private placement which closed in March 2002 is for 300,000 units at 30.25 per
unit, comprised of one common share and one share purchase warrant which is exercisable to
purchase one common share at $0.25 per share until March 21, 2004. The other private
placement which is subject to regulatory approval is for 1,125,000 units at $0.20 pe: -unit,
comprising of one cormunon share and one share purchase warrant which is exercisable to
purchase one common share for a period of 2 years at $0.22 per share.

Augusta Resource Corporation™ =~ *  © v o et e » R -Page 8



NOTES TO THE FINANCIAL STATEMENTS March 31 2002 N
(Unaudrted Prepared by Managerment) s e s

3. RELATED PARTY TRANSACTIONS  (continued)

In December 2001, the Company entered into two debt settlement agreements with a cormpany in
A whrch a director of the Company has a 25% interest. Pursuant to these agreements the Company
‘will issue. 570,720 common shares at a, deemed price of $0.10 per common share in settlement of
debt amountrng to $57,072. These shares were xssued m January 2002

NP 514

Durrng the three months ended March 31 2002 the Company incitred eXpénses of $7,500 for
f: ~-administrative: services provrded by.a company in whrch a director of thé Company has a 25%
- -interests, During the- first quarter,. the Company mcurred salarres of $25,000 to the iPresident of the
Company, and - $295, OOO fo.a, Drrector of the Company At March 31 2002 mcluded in accounts
7y %o receivable is an. amount of $65 852 due from related companres and in accounts payable is an

: amount of $43,399 due to dtrectors and related compames Wthh share certam common directors
1th the Company ST

:OTHERSHHHHCANTEVENTS U e e

In March 2002 the Company entered mto an agreement wrth a brokerage firm ‘wherein the firm
swould provide fiscal advisory servrces to the Company Under the terms’ of the agreement, the
Company will issue agent’s warrants which are exercrsable to purchase 350 000 common shares
of the Company at an exercise price of $0.20 per share for a period of ‘two years, subject to
regulatory approval. ;

5. SUBSEQUENT EVENTS ~~ = = ' S

In April 2002, the Company feceived a bridge’ loan from Canaccord” Capital Corporation
(“Canaccord”) in the amount.of $100,000. The lodn is repayable on demand with interest from
April 5, 2002 at prime plus 5% per annum. In consideration of the loan, the Company issued
40,000 common shares at a deemed price.of $0.25 per share and 80,000 warrants to Canaccord;
each warrant is exercisable to purchase one common share at $0.25 unitil May 10, 2004.

In May 2002, the Company granted director/employee incentive stock optrons to purchase up to
an aggregate of 250,000 common shares at an exercise price of $0:11 per- share for a: ‘period- of
five years expiring on May, 14, 2007...In May, 2002, a former director exercrsed stock opttons for
50 OOO common shares at,S0. 10 pet. share for proceeds ofSS 000

AR

Dot ce o T TiTong S N . B
Augusta Resource Corporation ST e T Paged
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HEAD OFFICE

DIRECTORS

OFFICERS

REGISTRAR AND
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#800 — 850 West Hastings Street
Vancouver, BC, Canada V6C 1El

Telephone: (604) 687-1717
Facsimile: (604) 687-1715

-Donald B..Clark .-
Robert E. Hindson
Dr. Chris Jennings *
Michael Steeves ., -
Robert Wares

" Richard Warke

Richard Warke ~ President
Purni Parikh ~ Secretary

Computershare Trust Company of Canada
#401 - 510 Burrard Street
Vancouver, BC'  V6C 3B9

Deloitte & Touche LLP
#2100 - 1055 Dunsmuir Street
Vancouver, BC V7X 1P4

" Maitland & Company b
#700 - 625 Howe Street ' =~ """ 7
Vancouver, BC V6C 2T6

"' TSX Venture Exchange
Trading Symbol ~ YAU

Augusta Resource Corporation
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BRITISH COLUMBIA SECURITIES COMMISQI(}N
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BC FORM 51-901F

SCHEDULES B & C;
ISSUER DETAILS e e
Name of Issuer: Augusta Resource Corporatxon ST
For Quarter Ended: March 31 2002 i
Date of Report: May 30, 2002
Issuer’s Address: #800 - 850 West Hastmgs Street
Vancouver BC, V6C 1EL
Issuer Fax Number: (604)687-1715 |
Issuer Telephone Number: 604y 687-1717 S
Contact Person: Donald Clark
Contact’s Position: C e lDlrector Co i) R T Y
Contact Telephone Number: (604) 687 1717 e ‘
Contact E-Mail Address: don(a/auqustacor p.conl
CERTIFICATE .'

The three schedules required to complete this Report are attached and the disclosure contained therein has
been approved by the Board of Dlrectors A copy: of thlS Report will be provided to any shareholder who
requests it. e

<y

Director’s Signature: ..., /s/ . Donald B.-Clark
Director’s Full Name: Donald B:-Clark
Date Signed: May 30, 2002
Director’s Signature: /s/ Richard W. Warke
Director’s Full Name: Richard W. Warke

Date Signed: May 30, 2002
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AUGUSTA RESOURCE CORPORATION

QUARTERLY AND YEAR END REPORT
FOR THE THREE MONTHS ENDED
MARCH 31, 2002

SCHEDULE B: SUPPLEMENTARY INFORMATION

1. Analysis of Expenses and Deferred Costs

Deferred exploration expenses:

Balance, beginning of the period S 2,200
Geologists anid consultants . 7415
Swdey, B qas0

Balance, endﬁﬂofpéri‘bd ST e $ i '16;’865

The interim unaudited financial statements for the three months ended March 31, 2002 which are
included in Schedule A provide further details.

2. Related Party Transactions

Expenditures incurred to related parties:

Administration fees S 7,500
Salaries S 50,000

g AL

Further details of related party transactions are provided under the section, Related Party
Transactions, of the Discussion of+ Operations. and Financial Condition in Section C -
Management Discussion and Analysis.

3. Summary of Securities Issued and Options Granted During the Period

(a) Summary of Securities Issued During the Period:
Type of Total . Type of Commission
Date of Issue Security Type of Issue Number Price Proceeds Consideration Paid
Jan 25, 2002 Common  Settlement of 570,720 S0.10 Nil Settlement of Nil
shares debts debts
March 1, 2002 Common  Settlement of 333,000 $0.15 Nil Settlement of Nil
shares debts debts
March 20, 2002 Common Private 300,000 $0.25  $75,000 Cash Nil

shares  placement
Refer to (*)

March 20, 2002 Warrants  Private 300,000 Nil Nil Nil Nil
placement '
Refer to (*)



Augusta Resource Corporation
Quarterly and Year End Report

1,318,000

For the Three Months Ended March 31, 2002
3. Summary of Securities Issued and Options Granted During the Period  (continued)
(a) Summary of Securities Issued During the Period:  (continued)
* On March 20, 2002, the Company closed a private placement for 300,000 units at
a price of $0.25 per unit.* Each unit is comprised of one common share and one
non-transferable share purchase warrant; each-warrant entitles the warrant holder
to purchase one common share at a price of $0.25 until March 21, 2004.
(b) Summary of Options Granted During the Period:
There were no options granted during the period. ... ... .
4. Summary of Securities as at the End of the Reporting Period
(a) Authorized Share Capital:
Unlimited number of common shares without par value. )
{b) Shares Issued and Qutstanding: &
!
Number of Shares Amount
Common shares 1:4=4021157' $3.129.780
() @) Options:
Number fExercise Expiry
Options held by: of Options Prices Dates
Directors and officers 240,000 30.15 July 28, 2004
50,000 50.15 Jan 26, 2005
613,000 $0.10 Dec 5, 2006
Consultants 100,000 $0.15 July 28, 2004
200,000 $0.10 Dec 5, 2006
Employee 50,000  $0.15  Aug 18,2002
15,000 50.15 July 28, 2004
50,000 $0.10 Dec 5, 2006



Augusta Resource Corporation

Quarterly and Year E

nd Report

For the Thrée Montlis Enided March 31,2002+ - weor o -0 2

LRSI 4

4, Sum‘r.néH of S

e .
FET

ecurities as at

v

;

e End of the Reporting Period  (continied) - -

Directors:

Officers:

Name

© @)  Warrants: .

- - Number . Exermse Prlces i 1 "“‘w"‘j’}

. cinn, of Warrants . per Share, .‘._E'xg_‘i‘ry DateS

) U deato T s0s0T T September 37, 2002

300000 505" Maseh 21, 2004
_776E.O_ B T AT S R TR
(d) Escrow Shares: - - ‘ I
There were no shares in escrow. o
S. List of Directors and Officers as at Mayv 30, 2002 & !

Donald Clark e
Robert E. Hindson R
Dr, Chris Jennings

‘Michdel Stéeves

Robert Wares

Richard Warke

Richard Warke ~ President
Purni Parikh ~ Secretary
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SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS

L. . . Description of Business R Do e

Augusta Resource Corporatron (the “Company) is engaged in" the exploration and development ‘'of
mineral properties, located n the Coronatlon Dxamond District in Nanavut, Canada. - These properttes are
in the exploratory stages and are ths non producrng ‘and consequently do niot generate any ‘operating
income;or cash flows from operations.

2. Discussion of Operations and Financial Condition " " . - T

L Soiv “‘. St e . T . i Sy

Review of Operations ~ ~ 0 roimees TUnas et L

Durrng the ﬁrst quarter of 2002 ‘the Company entered‘into separate option agreemerits' with 4763 NWT
Ltd.. (“4763”), ,of, which two agreements are jointly with 4763 and a' third party, to acquire working
mterests (“WI”) of 10%, 20% and’ 100% for 13 propert1es located in the Coronatton Diamond: Dtstnct
Nunavut Canada subject to regulatory approval - _ . RN
For the four propertres in whlch the Company ¢an earn from 10% and 20% W1, 4763 has optloned 85%
and 70% WI, respecttvely, in edch of the four propernes to various third party exploranon comparnies
(“Primary Optionees”), with the balance of the 5% and 10%: WI, respectively, to be retained-by 4763.
The Primary Optionees earn their interests by completmg work expenditures over a 3 to 4 year period,
whereby the Company will in effect have carried inferests in these properties -pending the ‘Primary
Optionees earning their 85% and 70% WI. The Company has agreed to assume responsibility for 4763’s
work expenditures relative t6-4763’s 5% and 10% WI in these properties for an amount up to the work
expenditures completed by the Primary Optlonees on each of these four propertles to earn their 85% and
70% W1, respectively. ' cLe \ R

The total acreage for the nine properties in which the Company can earn 100% WI is 1,212,859. For
seven of the nine properties, the Company agrees to complete work expenditures of $10 per acre within
four years of receipt of regulatory approval of the property achISlthHS (“Approval Date”) on a schedule
mutually agreeable between the. Company and 4763.. Also, under the terms of the optron agreements,
4763 retains.a 1% gross overriding royalty/net smelter return (“GOR/NSR”} and a 10% riet proﬁts interest
(“NPI”) .in these properties.” For. two. of the nine properties, the Company agrees fo complete work
expenditures. of not less than $2 per acre wrthm one year from. the date of the formal optton agreement
(“Agreement Date”), and 4763 retains a 2. 5% GOR/NSR, for which a third party to the option agreement
holds an option to purchase 50% of the 2.5% GOR/NSR for $2.5 million. Upon the Company earning the
100% WI thls option will be transferred to the Company for no.additional cost.

Eleven of the 12 optlon agreements requ1re the Company to pay 4763 cash amounts totallmg $1,091,845,
of which $455,492 are payable upon signing of the agreements, $145,663 by March 15, 2002, $248, 440
by March 29, 2002, $126,464 by conﬁrmatton of title being duly recorded by the titles office and
$115,786 within four months of the. Approval Date. The terms of these 11 agreements also require the
Company t6 issue common shares_to 4763 totalling 2,650,000 common shares, of which 625 000 shares
are to be issued within 10 days of the Approval Date, 625,000 shares by the first annrversary date of the
initial share issuance and 700,000 shares by each of the second and third anniversaries thereafter. One of
the 12 option agreements require the Company to issue 1.6 million common shares to the vendors of the
property upon regulatory: approval, and, at the sole discretion of the Company, the issuance of 850,000
common shares by each of the first and second anniversaries of the Agreement Date e
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As at March 31, 2002, the Comp‘"‘any' had paid $319,705 to 4763 in acquiring working interests in certain
properties and incurred $16,865 in relation to deferred exploration expendltures related to these
properties. At the end of the first quarter, an amount of $529,890 remained owing fo-4763. -Subsequent’
to March- 31, 2002, the Company paid 4763 a further amounts totalmg $150,000, thereby reducing the
balance: owed: to-4763 to $379,890. . The. Company has not recerved any default ottces from 4763 and~

continues with its efforts to.raise addtttona | capital, to satrsfy 1ts ﬁnancral obhgatrons foj4763 e
SESVEEY

In March 2002, the Company entered into an option and joint venture agfeemient i A ton“Mihing
(Northwest Territories) Ltd., a wholly owned subsidiary of Ashton Mining of Canada Inc. (“Ashton”), for
the BH property, in which the agreement was later revised in May 2002. Also in May 2002, the
Company entered into 5 option and joint venture’ ‘agreentents ‘with ‘Ashton for the AG: AW IUQ/PA TE
and WS properties in Nunavut. The Company holds an option to earn a 100% interest in t‘hese properttes. ,
Underterms of the agreements, including the agreement relative to the BH Property which was srgned on
March-12, 2002 and for which. the terms have been amended to correspond to the 5 hew agreements the
Company will fund a Phase 1 aggregate exploratton program that "Ashton will conduct durrng the 2002’
exploratlon season. Upon completion of Phase 1, Ashton wrll have the’ optron o earn a 60% workmg
interest in the properties by spendmg up to an aggregate maximiim amotint ‘of $8,713;000 hot ‘later ‘thin
April 30,,2006.- Upon earning these interests, Ashton will carry the Company for a further aggregate
maximum-amount of $750,000 of exploranon expendrtures under the ‘terins ‘of the relatrve )omt venture
agreements The optlon and. Jomt venture agreements are SUb_]@Ct to regu atory approva ' : :

.o {\ -

R Acgulsrtron Costs_ Deferred Exp oratton'E‘xdenses"

Coronation Diamond District properties $849.595 - 516\.8‘6:5:",.:4'.

LRV A R ) D

In December 2001 the Company entered into two déebt’ settlement agreements with a company in Wthh a
director of the Company has a 25% mterest Pursuant 10 ‘these agreements, the Company will’ issue
570,720 common shares at a deemed prlce of §0.10° per share int settlement. of debt amounting to $57,072.
These shares ‘were issued i m January 2002 Also; in December 2001; the Company entered into a débt
settlement’ agreement wrth a credttor " whereby the’ Company ‘will issue 333,000 .common sharés at a
deemed price, 6f $0.15° per share in full settlement of the 1ndebtedness of 350 000 These shares were
issued in March 2002 C
For the three months ended March 312002, the Company' incuried a nét loss: of $123,332; which is
substanttally hrgher than the loss of $11 076 in 2001. The main factor contributing to the higher loss in
2002 is the assumptron of operatmg expenses related to the maintenance of an office for the Company,
incidental costs’ and facrlmes thereto and the ‘hiring of employees to mariage the "opetations:.of the
Company. In prror 'years, the incurrence of such expenses ‘were assumed by companies which. share
certain.. common dtrectors with the Company, and' 'such: operating expenses were. not allocated to .the
Company dué to’its lack of financial resources. Higher fi hng and-regulatory-fees .and fees for legal
services were mcurred in 2002, Wthh are attrlbutab e to: debt and equtty ﬁnancmg activities and property
acqursmons ofthe Company \ S ' ‘. : . T
The Directors’ Report to Shareholders included ini the Company s-interim: unaudrted ftnancral statements
for the three months ended March 31, 2002 provideés further review of its opérations. . SR
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Related Party Transactions

RS

In December 2001 the Company recerved $100, 000 in proceeds from a company w1th certain. common”
directors pursuant to a private placement for 1,000,000 common shares at $0.10 per share; these shares
were issued in Aprrl 2002 In that same, month the Company entered into two debt settlement agreements
with.a company. in; whtch a drrector of the Company has'a 25% interest, whereby the Company will issue’
570,720 common, shares at a deemed prrce of $0 10 per share in settlement* of debt amountmg to $57 072
these shares were issued in January 2002. Ve -

In the first quarter of 2002, the Company received a total of $300,000 from a director and from a
company which is controlled by the President of the Company, pursuant to two private:placements. One
private placement which closed in March 2002 is for 300,000 units at $0.25 per unit, comprised of one
common -share and one share purchase warrant which is exercrsable to' purchase one' common share at
$0.25. per share until March 21, 2004, The other private placement whichis subject to’ regulatory
approval is for. 1, 125 000 units at $O 20 per unit, comprrsrng of one commion share and-one share purchase
warrant whrch s exercrsable to, purchase one common share for a pertod of 2 years at $O 22 per share -
During the three months ended March 31, 2002, the Company incurred expenses of $7 500 for
administrative services provided by a company in which a director of the Company has a 25% interest.
Administration- services, mclude services related to the general operations of the Company, day to day
admrnrstratrve office services . (eg. facsimile capabthtres ‘word  processing, ' photocopier, «computer
facilities and Internet servrces) other administrative services which the Company may reasonably require
from time to time, and rental of office equipment and furnishings.

During the first quarter, the Company incurred salaries of $25,000 to the President of the Company and
$25,000 to a Director of the Company. At March 31,2002, included in accounts receivable is*an amount
of $65,852 due from related companies and in accounts payable is an amount of $43, 399 due to directors
and related compames which share certain common drrectors w1th the Company “These amounts are
non-mterest bearmg and provrde no specrﬁc terms of repa yment :

Investor Relattons Actrvrttes

For the three months ended March 31, 2002, mvestor relation servicés were mamtamed bysthe Company.
The Company had not commrssroned any specific individual or corporation to undértake investor
relations activities, or entered into any mvestor relations arrangement or contract durtng the pertod

Other Srgmﬁcant Events and Transactrons o

In the begrnnmg of 2002 two new members were appointed to the Board of Directors; 'In’ January 2002,
Mr. Robert Hindson, PEng, joined the Board Mr. Hindson is a geological engineer and has over 38 years
experience in the mining industry.. Then in Aprtl 2002, Dr. Chris Jennings, BSc (Hons), MSc, :PhD,
joined the Board. Dr. Jennings has over 40 years experience in geology and mineral exploration and
development. Since 1974, Dr. Jennings’ diamond exploration activities have resulted-in ‘the discovery of
many kimberlite pipes. Also, Dr. Jennings pioneered research in kimberlite mineral geochemistry and
geophysical methods for kimberlite exploration, which are used worldwide. Tom Bencic resigned from
the Board to allow for the appointment of Dr. Jennings.



Augusta Resource Corporation
Quarterly and Year End Report coee o e -
For the Threé Months Ended March-31;2002. .. ... .../ . ., 7' .7 " Page 7T

Do

In the first quarter of 2002, the Company entered into a fiscal advisory agreement with Canaccord, subject
to regulatory approval In consideration for the fiscal advisory services already performed by Canaccord,

the Company will issue to Canaccord agent’s warrants exercisable to purchase 350,000 “shares- of the
Company, at-an, exercise price of, $0.20 per share for 4 period of twe” years "Fiscal advisory services’
mclude assrstmg the Company m seekmg addmonal equrty and debt ﬂuancmg, provrdrng market and:

P

; -Subseduent Events:, :

In early Aprll 2002 the Company recelved brldge ﬂnancmg “from Canaccord Cap1ta1 Corporatron
(“Canaccord”) in.the. amount of SlOO 000, The loan is rcpayable on demand and bears an ifiterést rate of’
prime; plus- 5% from Aprrl 5, 2002 In consrderanon of the loan the Company alloted’ and 1ssued to’
Canaccord 40,000 ‘common. shares at a deemed ] price of SO 25 per share and 80,000 watrants; ¥ &ach
warrant is exercisable to purchase one common share and has an”expiry*daté of May 16, 2004 dndan
exercise price of $0.25 per share.

I : [ '
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“
In May 2002 the Company granted dtrector/employee 1ncent1ve ‘stock optlons to purchase up to 250 000
common-shares at an exercise price of, $0.11 per share for a per1od of five years expiring on May 14;
2007, InMay 2002, 2 former., drrector exercrsed stock optlons for 50 000 common shares at SO 10 per
share for proceeds of $5,000. LD L e T

4. Fmancmg, Prmcnple Purposes and Mllestones R

From December 200l to Aprll 2002 the Company Taised equlty ﬁnancmg of '$615,000° pursuant to- four
private placements, one of which is still subJect to regulatory approval. “The first private placement is for
1,900,000 common shares at $0.10 per share for total proceeds of $190,000, which closed in April 2002,

The second private placement is for 300,000 units at $0.25 per unit for total proceeds of $75,000, which
closed in March 2002; each unit is comprised of one common share and one share purchase warrant,

which is exercisable to purchase one common share at $0.25 per share and has an expiry date of March
21, 2004, - The. third private placement is for, 1,125,000 units at S0. 20 ‘per unit for total proceeds .of
$225,000, subject to regulatory approval each unit comprtses of one common share :and one' share
purchase warrant, which is exercisable to purchase one common share for a period of 2 years at'$0.22 per
share. The fourth private placement is for 500,000 units at $0.25 per unit for total proceeds of $§125,000;

each unit is comprised of one common share and one sharé purchase warrant,  whereby. two ‘share
purchase warrants are exercisable for .one common share and have an expiry date of May 7, 2003 and an
exercise price.of:50.25 per share. In regards to. the fourth prrvate placement a commission.of 50,000
units was paid. tg: Canaccord, with each unit comprtsed of one ‘common share- and one' share ‘purchase
warrant which has an expiry date of May 7, 2003 and two warrants are requtred to purchase one common
share at an exercise price of $0.25, ‘
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The following table discloses the use of proceeds for the four private placements and the variances thereto
for the period from December 2001 to May 2002:

Use of Proceeds

Budgeted Actual Variance
Property acquistions $ 535,000 $ 469,705 § 65,295
Deferred exploration expenditures - 17,365 (17,365)
Working capital and operating expenses 80,000 127,930 (47,930)

$ 615,000 S 615,000 § -

The shortfall of $65,295 in property acquisitions and the unfavourable variances of $17,365 and $47,930
for deferred exploration expenditures and for working capital and operating expenses, respectively,
should not significantly impact the Company’s ability to meet its previously disclosed objectives due to
the following reasons:

(i) The Company received a non-interest bearing loan of $50,000 from an unrelated third party in
December 2001, which was later settled by the issuance of 333,0000 common shares of the Company at a
deemed price of $0.15 per share in March 2002;

(ii) The Company received a bridge financing of $100,000 in April 2002 from Canaccord, which
bears an interest rate of prime plus 5% and is repayable on demand;

(i) ~ The Company issued 570,720 common shares in January 2002 to a company in which a director
has a 25% interest at a deemed price of $0.10 per share in settlement of debt amounting to $57,072; and

(iv) Options for 50,000 common shares were exercised in early May 2002 at an exercise price of
$0.10 per share for total proceeds of $5,000.

5. Liquidity and Solvency

The Company’s mineral exploration and development activities have provided the Company with no
sources of income and a history of losses, working capital deficiencies and capital deficiencies. However,
given the nature of its business, the results of operations as reflected in the net losses and losses per share
do not provide meaningful interpretation of the Company’s performance and valuation.

As at March 31, 2002, the Company had cash of $22,499 and a working capital deficiency of $573,405.
The Company’s 2002 working capital deficiency represents a significant increase from its working capital
deficiency of $138,035 at December 31, 2001, due to a balance of $529,890 owed to 4763 for property
acquisitions.

Management continues with its efforts to secure additional financing arrangements for the Company and
the continuing support of its creditors.

o

Qutlook

The Company historically has relied upon equity subscriptions to satisfy its capital requirements. The
Company will continue to depend upon equity capital to finance its activities. There are no assurances
that capital requirements will be met by this means of financing as inherent risks are attached therein
including commodity prices, financial market conditions, and general economic factors.



VIA SEDAR

, IN THE MATTER OF
AUGUSTA RESOURCE CORPORATFON
(the "Corporatlon”)

TO:  British Columbia Securities Commission
‘Alberta Securities Commission
Ontario Securities Commission
TSX Venture Exchange

HEREBY CERTIFY THAT:

L. I am the Secretary for the Corporation, having its office at #800 - 850 West Hastings
Street, Vancouver, British Columbia, V6C 1E1;

2. 1 did on the 30th day of May 2002 cause to be delivered by first class ordinary mail to
cach shareholder of the Corporation whose name appears on the Supplemental List
established pursuant to National Policy No. 41 at his/her/its address as it appears on such
Supplemental List, and to the regulatory authorities having jurisdiction, the following
documents:

- Quarterly and Year End Report with unaudited financial statements for the first
quarter ended March 31, 2002,

copies of which are attached hereto.

DATED at the City of Vancouver, Province of British Columbia, this 30th day of May, 2002.

/s/ Purni Parikh

PURNI PARIKH

cc:  Corporations Directorate cc:  Maitland & Company
Industry Canada Attention: Arthur Luney

cc:  Computershare Trust Company of Canada cc:  Computershare Trust Company of Canada
Vancouver, BC Toronto, Ontario

cc:  United States Securities Exchange cc:  Standard & Poors
Commission Attention: Corporate Files Manager

Office of International Corporate Finance

cc:  Deloitte & Touche LLP
Attention: Tom Kay






