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Auditors’ Report 
 
 
To the Shareholders of 
Manhattan Minerals Corp. 
 
 
We have audited the consolidated balance sheets of Manhattan Minerals Corp. as at December 31, 
2002 and 2001 and the consolidated statements of operations and deficit and cash flows for each of the 
years in the three-year period ended December 31, 2002. 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 audits. 
 
We conducted our audits in accordance with United States and Canadian generally accepted auditing 
standards. 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 the 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 December 31, 2002 and 2001 and the results of its operations 
and cash flows for each of the years in the three-year period ended December 31, 2002, in accordance 
with Canadian generally accepted accounting principles. As required by the British Columbia 
Company Act, we report that, in our opinion, these principles have been consistently applied. 
 
 
“PricewaterhouseCoopers LLP” 
 
Chartered Accountants 
Vancouver, B.C., Canada 
March 3, 2003 (except for note 14, which is as at May 16, 2003) 
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The accompanying notes are an integral part of these consolidated financial statements. 
 

 

Approved by the Board of Directors 
 
______Lawrence M. Glaser___________ Director ______Craig A. Roberts_____________ Director

  
  

  
2002 

$  
2001 

$ 
     
Assets     

Current assets     
Cash and cash equivalents  71  2,079 
Accounts receivable  32  694 
Prepaid expenses and deposits  128  170 
     
   231  2,943 

Exploration and project expenditures (notes 2 and 4)  61,979  58,493 

Property, plant and equipment (note 5)  16  1 
     
  62,226  61,437 
     
Liabilities     

Current liabilities     
Accounts payable and accrued liabilities (note 6)  1,266  1,374 

Convertible promissory notes (note 7)  363  - 

Severance costs  28  212 
     
  1,657  1,586 
     
Shareholders’ Equity     

Capital stock (note 9)  103,696  99,773 

Special warrants  -  3,010 

Equity component of convertible promissory notes (note 7)  235  - 

Warrants (note 7)  957  - 

Deficit  (44,319)  (42,932) 
     
  60,569  59,851 
     
  62,226  61,437 

Measurement uncertainty (note 1)     

Subsequent events (notes 4 and 14)     
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2002 

$  
2001 

$  
2000 

$ 
       

Expenses       
Corporate general and administrative  1,357  1,387  1,535 
Severance costs (note 6)  53  773  - 
(Recovery) writedown of Tambogrande project (note 2)  (48)  371  - 
       
  1,362  2,531  1,535 
       
Other income (expenses)       
Foreign exchange  12  (121)  (322) 
Interest income  14  93  422 
Financing (note 7)  (51)  -  - 
       
  (25)  (28)   100 
       
Loss before discontinued operations  1,387  2,559  1,435 
       
Loss from discontinued operations (note 8)  -  -  3,295 
       
Loss for the year  1,387  2,559  4,730 
       
Deficit - Beginning of year  42,932  40,373  35,643 
       
Deficit - End of year  44,319  42,932  40,373 
       
Basic and diluted loss per common share before 

discontinued operations   0.03   0.06   0.04 
       
Basic and diluted loss per common share after 

discontinued operations   0.03   0.06   0.13 
       
Weighted average number of  

common shares outstanding  46,098,219  39,527,472  36,839,372 
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2002 

$  
2001 

$  
2000 

$ 
       

Cash flows from operating activities       
Loss for the year  (1,387)  (2,559)  (4,730) 
Writedown of Tambogrande project  -  371  - 
Amortization  22  58  76 
Foreign exchange (gain) loss  (14)  134  372 
Financing (note 7)  51  -  - 
Compensation and consulting fees  343  142  - 
Discontinued operations  -  -  1,356 
Net changes in non-cash working capital (note 12)  366  284  (228) 
Severance costs  (184)  212  - 
       
  (803)  (1,358)  (3,154) 
       
Cash flows from financing activities       
Proceeds from exercise of options  16  -  472 
Proceeds from exercise of warrants  334  -  - 
Special warrant net proceeds  -  3,355  10,409 
Share issue costs  -  (345)  (623) 
Convertible debt and warrants  1,504  -  - 
       
  1,854  3,010  10,258 
       
Cash flows from investing activities       
Exploration and project expenditures  (3,454)  (4,073)  (16,429) 
Insurance proceeds  418  214  - 
Other property, plant and equipment  (37)  (3)  (16) 
       
  (3,073)  (3,862)  (16,445) 
       
Foreign exchange gain (loss) on cash held  

in foreign currency  14  (134)  (372) 
       
Net cash and cash equivalents used  

during the year  (2,008)  (2,344)  (9,713) 
       
Cash and cash equivalents - Beginning of year  2,079  4,423  14,136 
       
Cash and cash equivalents - End of year    71  2,079  4,423 
       
Supplemental cash flow information (note 12)       
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1 Nature of operations 

Manhattan Minerals Corp.’s (Manhattan or the Company) primary activity is the exploration of precious and 
base metal mineral properties in Peru. The Company intends to bring its properties to production, structure joint 
ventures with others, option or lease properties to third parties, or sell them outright. The Company has not 
determined whether these properties contain ore reserves that are economically recoverable. As a result the 
Company is considered to be an exploration stage company. The recoverability of the amounts shown for 
mineral properties and related deferred costs is dependent upon the existence of economically recoverable 
reserves, securing and maintaining title and beneficial interest in the property, the ability of the Company to 
obtain necessary financing to complete the development, and upon future profitable production. The amounts 
shown as exploration and project expenditures represent costs to date, less amounts amortized and/or written 
off, and do not necessarily represent present or future values (see note 4). 
 
The consolidated financial statements have been prepared assuming the Company will continue as a going 
concern. The financial statements do not reflect the adjustments to the carrying values of assets and liabilities 
that would be necessary if the Company were unable to realize its assets or discharge its obligations in anything 
other than the ordinary course of operations. The Company periodically seeks financing to continue the 
exploration and development of its mineral properties. Although the Company has been successful in raising 
funds to date, there can be no assurances that additional funding will be available in the future. 
 
In 2000, the Company placed all of its Mexican subsidiaries for disposal, and reported those business segments 
as discontinued operations (see note 8). 
 
Measurement uncertainty 
 
The Company has invested a total of $59,893,000 in its Tambogrande and Papayo property interests. In order to 
maintain those property interests in good standing, the Company is required to meet certain financial and 
non-financial obligations (see note 4) by the following dates: 
 
• Tambogrande concessions - qualifying conditions - December 1, 2003; decision to exercise option 

agreement May 31, 2004 
• Papayo concessions - January 15, 2004 
 
In the event that the Company does not fulfil its financial and non-financial obligations by the due dates, the 
Company’s property interests may be deemed impaired, necessitating a writedown of up to $59,893,000, which 
amount would be charged to the statement of operations. 
 
 

2 Tambogrande project 

In April 2002, Manhattan received the final insurance proceeds in settlement of its claim for the Company’s 
exploration camp and demonstration housing units that were extensively damaged in February 2001 during a 
protest march instigated by a small group of politically motivated persons.  
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The total settlement, net of expenses, of $680,000, was $48,000 more than the amount previously anticipated 
and recorded of $632,000 at December 31, 2001 which was recorded as a gain in 2002. In 2001, the Company 
wrote down the value of the Tambogrande project by $1,003,000 and recorded the preliminary settlement 
proposal of $632,000. The resulting net charge of $371,000 was reflected as a writedown of the Tambogrande 
project to the statement of operations. 
 
Work has advanced significantly on the Tambogrande project since the incident. In December 2002, the 
Environmental Impact Assessment (EIA) was officially presented to the Peruvian government and the final 
draft of the feasibility study was completed. Manhattan is currently evaluating the re-establishment of a field 
office in Tambogrande to facilitate community interaction during the EIA public presentation and review 
process. 
 
 

3 Significant accounting policies 

Accounting principles 
 
These consolidated financial statements are prepared in accordance with generally accepted accounting 
principles (GAAP) in Canada. Differences with respect to accounting principles generally accepted in the 
United States are disclosed in note 13. 
 
Principles of consolidation 
 
The consolidated financial statements include the accounts of the Company and its subsidiaries, all of which are 
wholly owned. The principal subsidiaries of the Company are Compania Minera Manhattan S.A. and 
Manhattan Sechura Compania Minera S.A. 
 
Translation of foreign currency 
 
The Company’s subsidiaries are integrated foreign operations. Currency transactions and balances are 
translated into the reporting currency as follows: 
 
a) Monetary items are translated at the rates prevailing at the balance sheet date; 

b) Non-monetary items are translated at historical rates; 

c) Revenues and expenses are translated at the average rates in effect during applicable accounting periods 
except amortization which is translated at historical rates; 

d) Gains and losses on foreign currency translation which are reflected in operations. 
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Use of estimates 
 
The preparation of financial statements in conformity with Canadian generally accepted accounting principles 
requires management to make estimates and assumptions. These estimates and assumptions 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 periods reported. Actual results may differ from those 
estimates. 
 
Exploration and development properties 
 
Exploration and development properties are recorded at cost, which includes acquisition, exploration and 
development costs, financing charges, interest, and attributed direct general and administrative support costs. 
Properties determined to be impaired, sold, abandoned or assessed not to contain economic reserves, are written 
down. Carrying values do not necessarily reflect present or future values. The recoverability of those carrying 
values is dependent upon the Company obtaining financing for exploration and development, establishing 
mineral reserves, and implementing profitable operations. 
 
Property, plant and equipment 
 
Property, plant and equipment comprise vehicles, computer equipment, office furniture, and communication 
equipment. Amortization is provided on a straight-line basis at a rate of 20% over the estimated useful lives of 
the assets. 
 
Financial instruments 
 
The carrying values of cash and cash equivalents, accounts receivable, and accounts payable and accrued 
liabilities approximate their fair values due to the short-term nature of these instruments. 
 
Loss per common share 
 
Loss per common share is calculated using the weighted average number of common shares issued and 
outstanding during each year. Diluted loss per common share is calculated using the treasury stock method 
which assumes that stock options are only exercised when the exercise price is below the average market price 
during the period and that the Company will use any proceeds to purchase its common shares at their average 
market price during the period. 
 
Income taxes 
 
The Company uses the liability method of accounting for future income taxes. Under this method of tax 
allocation, future income tax assets and liabilities are determined based on the differences between the financial 
reporting and tax basis of assets and liabilities and are measured using the substantively enacted tax rates and 
laws that are expected to be in effect in the periods in which the future income tax assets or liabilities are 
expected to be settled or realized. A valuation allowance is provided to the extent that it is more likely than not 
that future income tax assets will not be realized. 
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Cash and cash equivalents 
 
Cash and cash equivalents comprise cash and short-term deposits with a maturity date of 90 days or less from 
the date of acquisition. 
 
Convertible debt instruments 
 
The equity and liability components of convertible debt instruments are presented separately in accordance with 
their substance. The liability component is accented to the amount payable at maturity by way of a charge to 
earnings using the interest method. Detachable warrants issued in conjunction with convertible debt instruments 
are recorded at fair value using the Black-Scholes option pricing model, and classified as a separate component 
of shareholders’ equity. 
 
Stock-based compensation 
 
Effective January 1, 2002, the Company adopted the requirements of the new Canadian Institute of Chartered 
Accountants standard concerning the accounting for stock-based compensation. The Company elected not to 
adopt the fair value method of accounting for stock options. No compensation expense is recognized if the 
exercise price of the stock options at date of grant is equal to market value. Grants of stock options to non-
employees and direct awards of stock to employees and non-employees must be accounted for using the fair 
value method of accounting. Consideration paid for shares on exercise of share options is credited to capital 
stock. 
 
 

4 Exploration and project expenditures 

Project costs at December 31, 2002 and 2001 are summarized in the following table: 
 

  
2002 

$  
2001 

$ 
     

Tambogrande project     
Tambogrande concessions  57,269  53,865 
Lancones concessions  2,086  2,034 
Papayo concessions  2,624  2,594 

     
  61,979  58,493 

 
Tambogrande project 
 
Tambogrande concessions 
 
The Tambogrande concessions comprise ten mining concessions aggregating 100 square kilometres located in 
the Province of Piura, in northern Peru. The concessions are registered in the name of Empresa Minera del 
Centro del Peru S.A. (Centromin Peru - formerly Minero Peru), which is owned 100% by the Government of 
Peru. 
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The Company and Centromin Peru signed an agreement granting the Company a three-year period to complete 
a feasibility study and financing plan, with an option to elect to proceed with the development of the 
concessions. The Company is required to meet certain qualifying conditions (the qualifying conditions) prior to 
exercising the option:  the Company must deliver an EIA, a feasibility study and finance plan, operate a mine 
that has an average treatment capacity of 10,000 tonnes per day, and it must have net assets of at least $100 
million. The Company may qualify directly or through a company that may own, directly or indirectly, a 25% 
interest in the Company or any subsidiary of the Company. 
 
In the event that the option is exercised, the Company and Centromin Peru will incorporate a mining company, 
Empresa Minera Tambo Grande S.A. (EMTG), which will be owned 75% by the Company and 25% by 
Centromin Peru. EMTG will acquire 100% of the Tambogrande concessions and will develop and operate the 
project. The Company will arrange the debt financing required by EMTG for the development of the project, 
including Centromin Peru’s share, and will contribute the entire equity financing required by EMTG. 
 
The Company has agreed that the mining methods to be used will not physically affect the town of 
Tambogrande, nor cause damage to its population. In addition, the tailings should be located in areas that will 
not affect the surrounding agricultural areas. 
 
The Company will commit to developing the mine within four years of exercising the option. In the event that 
the mine is developed within the four-year period for less than the committed amount (as specified in the 
agreement), no penalty will be payable. In the event that the mine is not developed within four years, 
Manhattan will pay a penalty of 30% of the difference between the amount committed and any lesser amount 
actually spent on the development of the mining project during that period. 
 
Centromin Peru will retain a copper-price-based sliding scale net smelter royalty interest in the project ranging 
from zero at $0.60 per pound to 5% at $1.20 per pound. 
 
On April 11, 2001, the term of the option agreement between the Company and Centromin Peru was extended 
for a period of one year to May 31, 2003. On April 9, 2003, as the EIA is currently under review by the 
Peruvian Ministry of Energy and Mines, Centromin Peru granted a further one year extension for the exercise 
of the option until May 31, 2004. Under the terms of the extension, the qualifying conditions must be met by 
December 1, 2003. Other terms of the option agreement remain unchanged. 
 
Lancones concessions 
 
The property was acquired through staking and surrounds the Tambogrande concessions. 
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Papayo concessions 
 
The Company has been granted an option by Buena Ventura’s wholly owned Peruvian subsidiary Compania de 
Exploraciones, Desarrollo e Inversiones Mineras S.A. (Cedimin) to acquire an interest in Cedimin’s Papayo 
property. The property comprises seven concessions aggregating 3,200 hectares and lies contiguously to the 
south of the Tambogrande concessions. In June 2001, Cedimin granted a 15-month extension to Manhattan’s 
option agreement. The new term extends the time period for exercising the option to January 15, 2004. The 
Company can earn a 51% interest in the property by spending $4,950,000 in exploration expenditures and 
making a one-time $50,000 payment to exercise the option which expires on January 15, 2004. In addition, it 
must make payments aggregating $300,000 to Cedimin ($250,000 paid), subject to payment in full prior to the 
exercise of the option. If Cedimin elects not to proceed, the Company may earn a further 29% of the property 
by funding Cedimin’s 49% cost share of the next $10,000,000 property expenditures. Subsequently, it may 
acquire the remaining balance of 20% for a consideration of $5,000,000. 
 
 

5 Property, plant and equipment 

Included in corporate general and administrative costs is amortization of $22,000 (2001 - $58,000; 2000 - 
$76,000). 
 

  
2002 

$  
2001 

$ 
     

Cost  491  454 
Accumulated amortization  (475)  (453) 
     
    16     1 
 
 

6 Accounts payable and accrued liabilities 

Accounts payable and accrued liabilities are comprised as follows: 
 

  
2002 

$  
2001 

$ 
     

Due to vendors  443  459 
Severance costs (current portion)  417  378 
Legal fees related to disposition of Mexican operations  235  235 
Mineral property concession payments  171  302 

     
  1,266  1,374 
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7 Convertible promissory notes 

In October 2002, the Company issued 2,364 units, each unit comprising one CA$1,000 convertible promissory 
note and 1,960 share purchase warrants, for total gross proceeds of $1,504,000 (CA$2,364,000). The 
promissory notes mature 3 years from the issue date, are non-interest bearing and non-transferable. Each share 
purchase warrant entitles the holder to purchase one common share of the Company at a price of CA$0.51 up to 
October 16, 2005. The Company may elect to redeem the notes during the first 90-day period for the principal 
amount plus redemption premium of 7.5% of the principal amount. The notes are not convertible by the holder 
during the first 90-day period. Subsequent to the initial 90-day period, the Company may redeem the notes by 
repaying the principal amount plus a redemption premium of 10% if redeemed by October 16, 2003; 15% if 
redeemed by October 16, 2004 and 20% if redeemed by October 16, 2005. 
 
At any time after the initial 90-day period, the holder may convert the notes into common shares of the 
Company at a price which is the greater of CA$0.40 or the current market price of the common shares less the 
maximum allowable discount permitted by the Toronto Stock Exchange at the conversion date. The principal 
amount of the notes is collateralized by a first security interest against certain of the Company’s exploration 
assets in Peru. In accordance with Canadian generally accepted accounting principles, the convertible notes 
have been split between their liability and equity components. In addition, a portion of the proceeds from the 
units has been allocated to the fair value of the share purchase warrants granted. The amount allocated to the 
warrants was measured using the Black-Scholes option pricing model, and was based on a risk free interest rate 
of 4%, an expected life of 3 years, an expected volatility of 100%, and a dividend yield rate of nil. 
 
During the year ended December 31, 2002, an accretion charge of $51,000 was charged to operations and is 
recorded as a financing expense. 
 
 

8 Discontinued operations 

Effective December 31, 2000, Manhattan adopted a plan to dispose of all its Mexican subsidiaries. As a result 
of this plan of disposal, the results of operations for the Mexican operations were reported as discontinued 
operations. 
 
On March 12, 2001, the Company sold its Mexican operations to a group of Mexican investors. The sale 
transferred all Mexican assets and liabilities of Manhattan, including any liabilities associated with existing 
lawsuits, to the Mexican investors. Proceeds from the sale included a nominal payment and a sliding scale 
royalty from any future production from the Moris Mine. The investors have the right to buy back the royalty 
from Manhattan at any time for a price of $50,000. 
 
Included in the 2000 loss from discontinued operations is the loss from Mexican operations of $2,248,000. For 
2000, an additional provision for loss on disposal of discontinued operations of $1,047,000 was recorded for a 
total 2000 loss from discontinued operations of $3,295,000. 
 
 



 

Manhattan Minerals Corp. 
Notes to Consolidated Financial Statements 
December 31, 2002, 2001 and 2000 
 
(all tabular amounts are expressed in thousands of United States dollars unless otherwise stated) 
 

 
 
 (8)

 
 

  
  

9 Capital stock 

Authorized:  500,000,000 common shares without par value 
 
Issued 
 

  2002  2001  2000 

  

Number 
of shares 

  
Amount 

$  

Number 
of shares 

  
Amount 

$  

Number 
of shares 

  
Amount 

$ 

Balance - Beginning of 
year  39,721,508  99,773  39,452,349  99,631  34,386,343  89,373 

Exercise of special 
warrants  5,845,000  3,355  -  -  4,704,917  10,409 

Exercise of warrants  780,900  334  -  -  -  - 
Commissions and finder’s 

fees  -  -  75,000  74  124,089  275 
Compensation shares  1,422,172  563  194,159  68  -  - 
Exercise of options  30,000  16  -  -  237,000  472 
Share issue costs  -  (345)  -  -  -  (898) 

             
Balance - End of year  47,799,580  103,696  39,721,508  99,773  39,452,349  99,631 

 
On January 11, 2002, the Company qualified a prospectus for the issue of 5,845,000 special warrants at 
CA$0.90 per special warrant for gross proceeds of $3,355,000 (CA$5,260,500). Each special warrant was 
exercised, at no extra cost, into one unit comprising one common share and one half of one common share 
purchase warrant. Each common share purchase warrant is exercisable into one common share at a cost of 
CA$1.25 per share until September 18, 2002 or at a price of CA$1.50 after September 18, 2002 until 
September 18, 2003. In addition, the Company granted the Agents compensation consisting of special warrants 
entitling the Agents to acquire, without payment of any additional consideration, 350,700 common share 
purchase warrants entitling the Agents to subscribe for and purchase 350,700 common shares at a price of 
CA$0.90 per common share on or before September 18, 2003. In connection with the offering, agents 
commissions and other share issue costs totalled $345,000. During 2002, the 2,922,500 warrants were repriced 
from CA$1.25 to CA$0.67 if exercised before September 18, 2002 and from CA$1.50 to CA$1.00 if exercised 
after September 18, 2002 and before September 18, 2003. 
 
On July 11, 2000, the Company closed a special warrant private placement of 4,704,917 special warrants at a 
price of CA$3.25 per special warrant for gross proceeds of $10,409,000 (CA$15,290,980). The Company paid 
commissions of 124,089 special warrants at a deemed price of CA$3.25 per warrant. Each special warrant was 
exercisable, at no additional cost, for one common share. 
 
Share option plan 
 
The Company has established a share option plan whereby the board of directors may from time to time grant 
options to individual eligible directors, officers, employees or consultants. The aggregate number of shares to 
be reserved under the plan is 5,929,000 shares. The maximum term of any option will be five years. The 
exercise price of an option is not less than the closing price on the TSE on the last trading day preceding the 
grant date. 
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Share compensation plan 
 
On October 24, 2001, the Company adopted a share compensation plan to allow the Company to issue up to an 
aggregate of 2,000,000 common shares to certain executive officers, employees and/or directors, from time to 
time, in lieu of cash salary and bonus payments. An aggregate of 1,616,331 shares have been issued under the 
plan. 
 
Stock-based compensation 
 
The Company follows the intrinsic value method of accounting for the granting of stock options. Under this 
method, no compensation expense is recognized if the exercise price of the stock options is at market value at 
date of grant to employees and directors. Grants of stock options to non-employees and direct awards of stock 
to employees and non-employees must be accounted for using the fair value method of accounting. 
 
An aggregate of 1,640,000 stock options were granted during 2002 to employees and consultants of the 
Company. 
 
Had the fair value method of accounting been followed for stock options granted to employees and directors at 
prices of between CA$0.47 and CA$1.15, a compensation expense of $314,000 would have been recognized in 
operations. Pro forma loss and loss per share information as determined under the fair value method is detailed 
below: 
 

  
2002 

$   
     

Loss for the year     
As reported  1,387   
Pro forma  1,701   

     
Basic and diluted loss per share     
As reported   (0.03)   
Pro forma   (0.04)   

 
The fair values of these options were estimated at the grant date using the Black-Scholes option pricing model. 
Fair value estimates ranged from $0.36 - $0.88 per option, based on a risk free interest rate of 4%, expected life 
of 5 years, an expected volatility of 100%, and a dividend yield rate of nil. 
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Outstanding options 
 
Common shares under option are as follows: 
 

  

Number of 
options 

  

Exercise 
price 
CA$  

Weighted 
average 

exercise price 
CA$  

Expiry date 
 

         
Balance - December 31, 1999  2,307,000   2.35 - 6.80   3.22  2000 - 2004 
Granted  970,000   2.41 - 3.80   3.46  2000 - 2005 
Exercised  (237,000)   2.75 - 3.34   2.91  2000 - 2004 
Cancelled  (47,500)   3.34 - 3.80   3.71  2000 - 2001 

         
Balance - December 31, 2000  2,992,500   2.35 - 6.80   3.32  2001 - 2005 
Granted  1,270,000   0.71 - 1.90   0.99  2006 
Exercised  -   -   -  - 
Cancelled  (772,500)   0.91 - 6.80   3.32  2001 - 2006 

         
Balance - December 31, 2001  3,490,000   0.71 - 4.92   2.46  2002 - 2006 
Granted  1,640,000   0.47 - 1.15   1.00  2007 
Exercised  (30,000)   0.80   0.80  2002 
Cancelled  (1,961,667)   0.91 - 4.92   2.75  2002 - 2007 

         
Balance - December 31, 2002  3,138,333       

 
Options outstanding and exercisable at December 31, 2002: 
 

  Options outstanding  Options exercisable 
           

Range of 
exercise 

prices 
CA$  

Number of 
options 

  

Weighted 
average 

expiry date 
years  

Weighted 
average 

exercise price 
CA$  

Number 
exercisable at 
December 31, 

2002 
  

Weighted 
average 

exercise price 
CA$ 

           
0.47 - 0.91  1,225,000   3.1   0.80  1,150,000   0.82 
1.00 - 1.90  1,133,333   3.7   1.13  369,166   1.21 
2.45 - 2.95  400,000   0.5   2.69  400,000   2.69 

3.65  280,000   1.0   3.65  280,000   3.65 
4.70  100,000   0.8   4.70  100,000   4.70 

          
 3,138,333   2.7   1.54  2,299,166   1.72 

 



 

Manhattan Minerals Corp. 
Notes to Consolidated Financial Statements 
December 31, 2002, 2001 and 2000 
 
(all tabular amounts are expressed in thousands of United States dollars unless otherwise stated) 
 

 
 
 (11)

 
 

  
  

Options outstanding and exercisable at December 31, 2001: 
 

  Options outstanding  Options exercisable 
           

Range of 
exercise 

prices 
CA$  

Number of 
options 

  

Weighted 
average 

expiry date 
years  

Weighted 
average 

exercise price 
CA$  

Number 
exercisable at 
December 31, 

2001 
  

Weighted 
average 

exercise price 
CA$ 

           
0.71 - 0.91  1,042,500   4.3   0.89  565,000   0.89 
1.06 - 1.90  100,000   3.4   1.73  50,000   1.73 
2.45 - 2.99  1,325,000   0.8   2.66  1,325,000   2.66 
3.14 - 3.65  692,500   1.7   3.51  692,500   3.51 
4.60 - 4.92  330,000   1.1   4.75  330,000   4.75 

          
 3,490,000   2.2   2.46  2,962,500   2.74 

 
Options outstanding and exercisable at December 31, 2000: 
 

Range of exercise 
prices 

CA$  

Number of 
options 

  

Weighted 
average 

expiry date 
years  

Weighted 
average 

exercise price  
CA$ 

       
2.35 - 2.99  1,565,000   2.6   2.65 
3.14 - 3.95  887,500   4.4   3.39 
4.25 - 4.92  490,000   3.7   4.74 

6.80  50,000   0.8   6.80 
       
  2,992,500   3.3   3.32 

 
Outstanding warrants 
 
At December 31, 2002, an aggregate of 8,625,740 warrants are outstanding for the purchase of common shares 
as follows:  2,141,600 common shares at CA$1.00, expiring September 18, 2003, 350,700 common shares at 
CA$0.90 expiring September 18, 2003, 1,500,000 common shares at CA$4.50 expiring June 15, 2004, and for 
the purchase of an aggregate of 4,633,440 common shares at CA$0.51 expiring October 17 and 24, 2005. At 
December 31, 2002, the weighted average exercise price of outstanding warrants is CA$1.34 and the weighted 
average expiry date remaining is 1.9 years. 
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10 Income taxes 

a) The income taxes shown in operations differ from the amounts obtained by applying statutory rates due to 
the following: 

 2002  2001  2000 
       

Statutory tax rate   39.62%   44.62%   45.62% 
       
  $  $  $ 
       

Loss for the year  1,387  2,559  4,730 
       

Tax recovery  550  1,142  2,158 
Losses for which an income tax 

benefit has not been recognized  (550)  (1,142)  (2,158) 
       
  -  -  - 

 
b) The Company has capital losses of approximately $27,889,000 with no expiry and non-capital losses of 

approximately $12,428,000, which will expire as follows: 

Expiry date  $   
     

2003  663   
2004  1,061   
2005  1,725   
2006  2,096   
2007  2,222   
2008 and thereafter  4,661   
     
  12,428   

 
c) No future income tax asset has been recognized in respect of the above and other amounts. Significant 

components of the Company’s future income tax asset at December 31, 2002 are as follows: 

  
2002 

$  
2001 

$ 
     

Tax losses  9,754  9,473 
Tax value of capital assets in excess of accounting values  410  431 
Other deductible temporary differences  179  656 
     
Total future income tax assets  10,343  10,560 
Valuation allowance  (10,343)  (10,560) 
     
Net future income tax assets  -  - 
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11 Segmented financial information 

As at December 31, 2002, the Company operates in one segment, the exploration of the base and precious 
metals Tambogrande project in Peru. Other reconciling adjustments comprise general and administrative costs, 
financing expenses, foreign exchange, interest income, assets, capital expenditures, and amortization reported 
by the Canadian head office. 
 

 

Tambogrande 
project in 

Peru 
$  

Discontinued 
operations 

$  

Other 
reconciling 

adjustments 
$  

Total 
$ 

         
December 31, 2002         
(Gain) loss for the year  (48)  -  1,435  1,387 
Total assets  62,049  -  177  62,226 
Capital expenditures  3,454  -  37  3,491 
Amortization  -  -  22    22 
         
December 31, 2001         
Loss for the year  371  -  2,188  2,559 
Total assets  59,019  -  2,418  61,437 
Capital expenditures  4,073  -  3  4,076 
Amortization  -  -  58    58 
         
December 31, 2000         
Gold revenue  -  12  -    12 
Loss for the year  -  3,295  1,435  4,730 
Total assets  55,802  1,909  4,602  62,313 
Capital expenditures  16,429  -  16  16,445 
Amortization  -  18  76    94 
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12 Supplemental cash flow information 

  
2002 

$  
2001 

$  
2000 

$ 
       

Net changes in non-cash working capital       
Decrease in operating assets       

Accounts receivable  244  2  130 
Prepaid expenses and deposits  141  1  67 

Increase (decrease) in operating liabilities       
Accounts payable and accrued liabilities  (19)  281  (425) 

       
   366   284  (228) 
       

Significant non-cash operating, financing and investing activities 
Common shares issued to underwriter and finder  -  -  275 
Common shares issued for project expenditures  121  -  - 
Commission and finder’s fee  -  -  (275) 
Common shares issued for consulting fees  92  74  - 
Common shares issued for compensation  350  68  - 
Accretion charge on convertible debt  51  -  - 
Common shares issued for special warrants  3,010  -  - 
 
Cash and cash equivalents are comprised of the following: 
 

  
2002 

$  
2001 

$  
2000 

$ 
       

Cash  71  1,177  250 
Short-term deposits  -  902  4,173 

       
    71  2,079  4,423 

 
 

13 Differences between Canadian and United States generally accepted accounting principles 

The consolidated financial statements of the Company have been prepared in accordance with accounting 
principles generally accepted in Canada (Canadian GAAP), which differ in certain material respects from 
accounting principles generally accepted in the United States (U.S. GAAP).  
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Had the Company prepared the consolidated financial statements in accordance with U.S. GAAP, certain items 
on the consolidated balance sheets, statements of operations and deficit, and statements of cash flows would 
have been reported as follows: 
 
Consolidated Balance Sheets 
 

  2002  2001 
         

  

Canadian 
GAAP 

$  

U.S. 
GAAP 

$  

Canadian 
GAAP 

$  

U.S. 
GAAP 

$ 
         

Assets         
Current assets   231  231  2,943  2,943 
Exploration and development 

properties (a)(b)  61,979  -  58,493  - 
Property, plant and equipment   16  16  1  1 
         
  62,226   247  61,437  2,944 
         
Liabilities         
Current liabilities  1,266  1,266  1,374  1,374 
Long-term liabilities  391  241  212  212 
         
Shareholders’ Equity         
Share capital and special 

warrants  103,696  103,835  102,783  102,922 
Equity component of  

convertible debt (b)  235  -  -  - 
Beneficial conversion feature (b)  -  376  -  - 
Warrants (b)  957  957  -  - 
Deficit (a)(b)  (44,319)  (106,428)  (42,932)  (101,564) 
         
  60,569  (1,260)  59,851  1,358 
         
  62,226   247  61,437  2,944 
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Consolidated Statements of Operations and Deficit  
 

  
2002 

$  
2001 

$  
2000 

$ 
       
Loss for the year under Canadian GAAP  (1,387) (2,559) (4,730) 
Mineral property, exploration and development 

expenditures (a)(b)  (3,486) (3,017) (16,207) 
Finance expense (b)  9 - - 

     
Loss for the year under U.S. GAAP  (4,864) (5,576) (20,937) 

       
Basic and diluted loss per share after discontinued 

operations under Canadian GAAP (c)   0.03  (0.06)  (0.13) 
     

Basic and diluted loss per share under Canadian and 
U.S. GAAP - discontinued operations (c)  - -  (0.09) 

     
Basic and diluted loss per share under  

U.S. GAAP (d)   0.11  (0.14)  (0.57) 
 
Consolidated Statements of Cash Flows 
 

  
2002 

$  
2001 

$  
2000 

$ 
       

Operating activities       
Under Canadian GAAP  (803)  (1,358)  (3,154) 
Exploration and development expenditures (a)(b)  (3,454)  (4,073)  (16,429) 
       
Cash used for operating activities under U.S. GAAP  (4,257)  (5,431)  (19,583) 

       
Financing activities       
Under Canadian and U.S. GAAP  1,854  3,010  10,258 

       
Investing activities       
Under Canadian GAAP  (3,073)  (3,862)  (16,445) 
Exploration and development expenditures (a)(b)  3,454  4,073  16,429 
       
Cash provided by (used for) investing activities 

under U.S. GAAP   381   211  (16) 
 
a) Under Canadian GAAP, mineral exploration and development expenditures are recorded at cost. 

Properties considered to be impaired, sold, abandoned or assessed not to contain economic reserves are 
written down. Under U.S. GAAP, all exploration costs are expensed as incurred until the Company has 
established economically recoverable reserves. 
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b) Under Canadian GAAP, the liability and equity components of convertible debt instruments are 
determined and shown separately. Under U.S. GAAP, convertible debt instruments are classified as debt 
with a portion of the proceeds allocated to equity to the extent that the conversion price of the debt at the 
grant date is less than the market price of the common shares at that date. The value attributed to equity 
accretion under U.S. GAAP is recorded by way of a charge to earnings using the interest method. 
Accretion charges are expensed in the statement of operations and deficit. 

Recent accounting pronouncements 
 
a) Asset Retirement Obligations 

The FASB has issued SFAS No. 143, “Accounting for Asset Retirement Obligations.” This statement 
addresses financial accounting and reporting for obligations associated with the retirement of tangible 
long-lived assets and the associated asset retirement costs. It requires that the fair value of a liability for an 
asset retirement obligation be recognized in the period in which it is incurred if a reasonable estimate of 
fair value can be made. The associated asset retirement costs are capitalized as part of the carrying amount 
of the long-lived asset. The Company is analyzing the impact of SFAS No. 143 and will adopt the standard 
on January 1, 2003. 
 
The CICA has approved, subject to written ballot, a new Handbook section, “Asset Retirement 
Obligations,” to replace the current guidance on future removal and site restoration costs included in the 
CICA accounting standard 3061, “Property, Plant and Equipment.” The standard, which is similar to 
SFAS 143, is effective for years beginning on or after January 1, 2004. The standard requires recognition 
of a liability at its fair value for the obligation associated with the retirement of a tangible long-lived asset. 
A corresponding amount is added to the carrying amount of the related asset and amortized to expense 
over the useful life of the asset. The effect of adopting this standard, on January 1, 2004, has not yet been 
determined. 
 

b) Impairment of Long-Lived Assets 

The Accounting Standards Board of the Canadian Institute of Chartered Accountants (CICA) has issued 
CICA 3063, “Impairment of Long-Lived Assets.” This statement establishes standards for the recognition, 
measurement and disclosure of the impairment of non-monetary long-lived assets, including property, 
plant and equipment, intangible assets with finite useful lives, deferred pre-operating costs and long-term 
prepaid assets. The Company does not expect that the implementation of this new standard will have a 
material impact on its consolidated financial position or results of operations. 
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c) Hedging Transactions 

The CICA has issued Accounting Guideline 13, “Hedging Relationships,” (AcG 13) which will be 
effective for years beginning on or after July 1, 2003. AcG 13 addresses the identification, designation, 
documentation, and effectiveness of hedging transactions for the purposes of applying hedge accounting. It 
also establishes conditions for applying or discontinuing hedge accounting. In December 2002, the CICA 
approved, subject to written ballot, certain amendments to AcG 13. These amendments are expected to be 
finalized in the first half of 2003. Under the new guideline, the Company will be required to document its 
hedging transactions and explicitly demonstrate that the hedges are sufficiently effective in order to 
continue accrual accounting for positions hedged with derivatives. The effect of adopting this guideline 
has not yet been determined. 
 

d) Accounting for Costs Associated with Exit or Disposal Activities 

The FASB has issued SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities.” 
Under this standard, exit costs and restructuring liabilities generally will be recognized only when 
incurred. SFAS No. 146 is effective for exit or disposal activities initiated after December 31, 2002. 

 
 

14 Subsequent events 

On May 16, 2003, the Company issued 6,130,814 units, each unit comprised of one common share and one-half 
of one common share purchase warrant for net proceeds of $2,896,000. Each whole share purchase warrant 
entitles the holder to acquire one common share at a price of $0.75 per share up to May 16, 2004 and thereafter 
at a price of $0.85 to May 16, 2005. In connection with the financing, the Company paid a cash commission of 
7% of the gross financing proceeds and issued 401,464 broker warrants, each broker warrant entitling the 
holder to purchase one common share at a price of CA$0.70 per share until May 16, 2005. 
 
 
 




