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MANAGEMENT SRESPONSIBILITY FOR FINANCIAL REPORTING

The consolidated financial statements of Minera Andes, 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 judgments on information currently available. In the opinion of management, the accounting
practices utilized are appropriate in the circumstances and the consolidated financial statements fairly reflect the financia position and
results of operations of the Company within reasonable limits of materiality.

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 isreliable. All internal control systems have inherent
limitations, including the possibility of circumvention and overriding of controls, and, therefore, can provide only reasonable
assurance as to financial statement preparation and safeguarding of assets.

The Board of Directorsis responsible for ensuring management fulfillsits responsibilities. The Audit Committee meets with the
Company’ s management and external auditors to discuss the results of the audit and to review the annual consolidated financial
statements prior to the Audit Committee's submission to the Board of Directors for approval. The Audit Committee also reviews the
quarterly financial statements and recommends them for approval to the Board of Directors, reviews with management the systems of
internal control and security, and approves the scope of the external auditors audit and non-audit work. The Audit Committeeis
composed entirely of directors not involved in the daily operations of the Company and thus is considered to be free from any
relationship that could interfere with the exercise of independent judgment as a Committee member.

The consolidated financia statements have been audited by KPMG LLP, Chartered Accountants and their report outlines the scope of
their examination and gives their opinion on the consolidated financial statements.

Date March 29, 2010

//signed// Robert R. McEwen

Robert R. McEwen
President and Chief Executive Officer

/Isigned// Henry A. John
Henry A. John
Chief Financial Officer




Independent Auditors’ Report
To The Shareholders of
Minera AndesInc.

We have audited the Consolidated Balance Sheet of Minera Andes Inc. as at December 31, 2009 and the Consolidated Statements of
Operations and Other Comprehensive Income (Loss), Changes in Stockholders’ Equity, and Cash Flows for the year ended December
31, 2009. 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 audit.

With respect to the consolidated financial statements for the year ended December 31, 2009 we conducted our audit in accordance
with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight Board (United
States). 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 atest basis, evidence supporting the amounts and disclosuresin the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
aswell as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, these consolidated financia statements present fairly, in all material respects, the financia position of the Company as
a December 31, 2009 and the results of its operations and its cash flows for the year ended December 31, 2009 in accordance with
Canadian generally accepted accounting principles.

The consolidated financial statements as at December 31, 2008 and for the year ended December 31, 2008 except as to Note 2(a),
which was audited by KPMG as of March 31, 2010, were audited by other auditors, who expressed an opinion without reservation on
those statements, in their report dated March 24, 2009 (July 28, 2009 as to the effects of the restatement discussed in Note 18 of the
consolidated financial statements not presented herein included in the Amendment No. 2 of Form 40F/A for the year ended December
31, 2008). We have audited the adjustments for the future tax expenses related to interest income on the investment in Minera Santa
Cruz, in the December 31, 2008 financial statements and in our opinion, the adjustments, in all material respects, as appropriate and
has been properly applied.

(Signed) KPMG LLP

Chartered Accountants, Licensed Public Accountants
Toronto, Canada

March 31, 2010




B D 0 BDO CanadalLLP 600 Cathedral Place
Chartered Accountants 925 West Georgia Street
A— Vancouver, BC, CanadaVV6C 3L2
Telephone: (604) 688-5421
Facsimile: (604) 688-5132

E-mail: vancouver@bdo.ca
www.bdo.ca

Independent Auditors Report

To The Shareholders of
Minera AndesInc.

We have audited, before the effects of the adjustment as noted in Note 2(a), the Consolidated Balance Sheet of Minera Andes Inc. as
at December 31, 2008 and the Consolidated Statements of Operations, Changes in Shareholders' Equity, and Cash Flows for the year
then ended. These financial statements are the responsibility of the Company’s management. Our responsibility isto express an
opinion on these financial statements based on our audit.

With respect to the consolidated financial statements for the year ended December 31, 2008 we conducted our audit in accordance
with Canadian generally accepted auditing standards and the standards of the Public Company Accounting Oversight Board (United
States). 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 atest basis, evidence supporting the amounts and disclosuresin the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management,
aswell as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements, prior to the adjustment as described in Note 2(a), present fairly, in al material
respects, the financial position of the Company as at December 31, 2008 and the results of its operations and its cash flows for the year
ended December 31, 2008 in accordance with Canadian generally accepted accounting principles.

Asdiscussed in Note 2(a), the Company restated its future tax expense and opening accumulated deficit in relation to its interest
income with Minera Santa Cruz for the year ended December 31, 2008.




We were not engaged to audit, review, or apply any procedures to the adjustment as described in Note 2(a) and accordingly, we do not
express an opinion or any other form of assurance about whether such an adjustment is appropriate and has been properly applied.
Such an adjustment was audited by KPMG LLP.

(Signed) BDO Canada LLP
Chartered Accountants
Vancouver, Canada

March 24, 2009 (July 28, 2009 as to the effects of the restatement discussed in Note 18 of the consolidated financia statements not
presented herein included in the Amendment No.2 of Form 40F/A for the year ended December 31, 2008),




MINERA ANDESINC.

CONSOLIDATED STATEMENTS OF OPERATIONS AND OTHER COMPREHENSIVE INCOME (LOSS)

Income on Investment in Minera Santa Cruz

Less amortization of deferred costs

Net income on Investment in Minera Santa Cruz (Note 5)
Professional fees

General and administrative

Expenses before under-noted

Foreign exchange (gain) loss

Interest and other income

Interest expense and accretion of debt discount (Note 6)
Project loan interest expense (Note 5)

Project loan interest income (Note 5)

(U.S. Dollars)

Write-off of mineral properties and deferred exploration costs (Note 4)

Total expenses

Net income (loss) before taxes

Income tax recovery (Note 12)

Net income (loss) and other comprehensive income (10ss)
Basic income (loss) per common share (Note 7€)

Diluted income (loss) per common share (Note 7€)
Weighted average number of shares, basic

Weighted average numer of shares, diluted
Approved by the Board of Directors:

/s/ Robert R. McEwen

/5 Allan J. Marter

Year Ended

December 31,

2009

(restated Note 2(a))

$ 10,587,297 $ 5,416,051
(1,238,674) (720,000)
9,348,623 4,696,051
2,596,739 2,238,517
3,483,870 2,798,878
6,080,609 5,037,395
(350,193) 1,220,061
(29,822) (406,866)
1,143,970 2,817,118
2,616,302 2,625,927
(2,616,302) (2,625,927)

12,057 3,817
6,856,621 8,671,525
2,492,002 (3,975,474)
1,622,770 —

$ 4114772 $__ (3,975474)

$ 002 $ (0.02)

$ 002 $ (0.02)

236,517,659 189,696,255
237,796,838 189,696,255

Robert R. McEwen, President, Chief
Executive Officer and Executive Chairman

Allan J. Marter, Director

The accompanying notes are an integral part of these consolidated financial statements.
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MINERA ANDESINC.
CONSOLIDATED BALANCE SHEETS

(U.S. Dollars)
Asat
December 31
December 31, 2008
2009 (restated Note 2(a))
ASSETS
Current:
Cash and cash equivalents $ 18,872,312 $ 3,409,593
Receivables and prepaid expenses 251,508 315,962
Project loan interest receivable (Note 5) 7,599,982 4,983,680
Total current assets 26,723,802 8,709,235
Project loan receivable (Note 5) 31,850,000 31,850,000
Mineral properties and deferred exploration costs (Note 4) 19,255,127 16,390,524
Investment in Minera Santa Cruz (Note 5) 88,722,287 80,343,647
Equipment, net 19,418 31,456
Total assets $ 166,570,634 $ 137,324,862
LIABILITIES
Current:
Accounts payable and accrued liabilities $ 2,748875 $ 3,211,013
Project loan interest payable (Note 5) 7,599,982 4,983,680
Bank loan (Note 6) — 16,455,267
Related party payable (Note 5) — 11,270,000
Total current ligbilities 10,348,857 35,919,960
Project loan payable (Note 5) 31,850,000 31,850,000
Total liabilities 42,198,857 67,769,960
SHAREHOLDERS EQUITY
Share capital (Note 7):
Common shares, no par value, unlimited number authorized
Issued December 31, 2009—262,908,851 shares 149,217,538 99,652,302
Issued December 31, 2008—190,158,851 shares
Contributed surplus 19,158,795 18,020,608
Accumulated deficit (44,004,556) (48,118,008)
Total shareholders' equity 124,371,777 69,554,902
Total liabilities and shareholders’ equity $ 166570634 $ 137,324,862

Commitments and contingencies (Note 8)
Subsequent events (Note 13)

The accompanying notes are an integral part of these consolidated financial statements.
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Balance, December 31, 2007

Private placement (Note 7b (i.))

Private placement (Note 7b (i.))

Exercise of stock options (Note 7c)

Exercise of warrants

Fair value of warrants granted for private
placement (Note 7c)

Fair value of agent’s options and warrants
granted for private placement (Note 7c)

Agent option valuation on exercise of options
(Note 7¢)

Warrant valuation on exercise of options
(Note 7c)

Share issue costs (Note 7b(i.))

Stock-based compensation (Note 7c)

Net loss for the year

Balance, December 31, 2008

Private placement (Note 7b (vi.))

Share issue costs, private placement

Proceeds from short form prospectus
financing (Note 7b (vii.))

Short form prospectus finanacing share issue
costs

Fair value of warrants granted for short form
prospectus financing (Note 7b (vii.))

Exercise of stock options (Note 7c)

Fair value of stock options exercised (Note
7c)

Stock-based compensation (Note 7c¢)

Warrant valuation on expiry of options

Net income for the year

Balance, December 31, 2009

MINERA ANDESINC.
CONSOLIDATED STATEMENTSOF STOCKHOLDERS EQUITY

(U.S. Dollars)
Common Stock Contributed Accumulated
# Shares Surplus Deficit Total
180,974,912 $ 88, 512 349 $ 16,007,350 $ (44,053,179) $ 60,466,520
7,778,023 11,799,405 — — 11,799,405
427,000 663,836 — — 663,836
260,000 202,157 — — 202,157
718,916 313,804 — — 313,804
— (1,293,340) 1,293,340 — —
— (159,959) 159,959 — —
— 164,674 (164,674) — —
- 83,413 (83,413) = -
— (634,037) — (89,355) (723,392)
— — 808,046 — 808,046
— — — (3,975,474) (3,975,474)
190,158,851 99,652,302 18,020,608 (48,118,008) 69,554,902
40,000,000 31,950,960 — — 31,950,960
— (385,518) — (1,320) (386,838)
30,705,000 20,995,311 — — 20,995,311
— (1,157,881) (280,958) — (1,438,839)
— (3,544,663) 3,544,663 — —
2,045,000 1,006,707 — — 1,006,707
— 700,320 (700,320) — —
— — 197,572 — 197,572
(1,622,770) (1,622,770)
— — 4,114,772 4,114,772
262,908,851 $ 149,217 538 $ 19,158,795 $ (44,004,556) $ 124,371,777

The accompanying notes are an integral part of these consolidated financial statements.
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MINERA ANDESINC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(U.S. Dollars)
Year Ended
December 31,
December 31, 2008
2009 (restated Note 2(a))
Operating Activities:
Net income (loss) for the year $ 4114772 $ (3,975,474)
Adjustments to reconcile net income (loss) to net cash used in operating activities:
Net income from Investment in MSC (Note 5 and 10) (9,348,623) (4,696,051)
Losson disposal of assets 2,568 —
Project loan interest expense (Note 5) 2,616,302 2,625,927
Project loan interest income (Note 5) (2,616,302) (2,625,927)
Accretion of debt discount (Note 6) 1,044,733 1,863,437
Write-off of deferred exploration costs 12,057 3,817
Depreciation 4,702 5,037
Stock-based compensation (Note 7) 197,571 713,729
Recovery of income tax (Note 12) (1,622,770) —
Changein:
Receivables and prepaid expenses 64,770 24,711
Accounts payable and accrued liabilities (36,001) (543,355)
Cash used in operating activities (5,566,221) (6,604,149)
Investing Activities:
Purchase of equipment (4,594) (11,719)
Mineral properties and deferred exploration (2,867,612) (8,403,206)
Changes in dueto related party, MSC cash call (11,270,000) (5,635,000)
Investment in Minera Santa Cruz (Note 5) 575,750 (11,310,317)
Cash used in investing activities (13,566,456) (25,360,242)
Financing Activities:
Shares, warrants, and subscriptionsissued for cash, lessissue costs 52,127,301 12,255,811
Bank loan interest (payable) receivable (Note 6) (31,905) 17,038
Repayment of bank loan (Note 6) (17,500,000) —
Cash provided by financing activities 34,595,396 12,272,849
Increase (decrease) in cash and cash equivalents 15,462,719 (19,691,542)
Cash and cash equivalents, beginning of year 3,409,593 23,101,135
Cash and cash equivalents, end of year $ 18872312 $ 3,409,593

The accompanying notes are an integral part of these consolidated financial statements.
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MINERA ANDESINC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009 and 2008
(U.S. Dadllars)

NATURE OF OPERATIONSAND BASISOF PRESENTATION

Minera Andes Inc. (“Minera Andes’ or the “Company”) isin the business of acquiring, exploring and evaluating mineral
properties, and based on the results of such evaluation, either developing these properties further (by way of joint venture or
otherwise) or disposing of them.

The Company’ s assets are comprised primarily of (i) a49% equity interest in Minera Santa Cruz S.A. (“MSC”) which owns the
San José gold/silver mine in the Santa Cruz province of Argentina (the San José Mine’); (ii) the Los Azules Copper Project, and
(iii) interests in exploration stage properties in the San Juan, the Santa Cruz and the Chubut provinces of Argentina.

The San José Mineis ajoint venture between the Company and Hochschild Mining plc pursuant to which title to the assetsis held
by MSC, an Argentinean corporation. MSC is owned, asto 49%, by Minera Andes SA. (“MASA"), an indirect wholly-owned
subsidiary of Minera Andes and, as to 51%, by Hochschild Mining (Argentina) Corporation S.A., asubsidiary of Hochschild
Mining plc (together with its affiliates and subsidiaries, “Hochschild”). The San José Mine entered into production in 2008 and is
operated by Hochschild.

The operation of the San José Mine is subject to a number of risks. To the extent that cash from operations is insufficient for any
reason including, adeclinein the price of gold and silver, cost-overruns, lower than expected sales or production, or work
stoppages, we may be called upon as a shareholder of MSC to make additional investments There is no assurance that we could
satisfy such cash callsiif they are required. Although the San José Mine has been in production since 2008, we have not received
any cash flows from its operations. The Company’s failure to meet its ongoing obligations on atimely basis could result in the
loss or substantial dilution of the Company’sinterestsin MSC. Our share of earnings (investment income) or losses from the San
José Mineisincluded in our consolidated statement of operations and the balance of the investment is adjusted on the
consolidated balance sheet by alike amount. Our investment income or losses consist of our 49% share of the net profit or net
loss of the operations of the San José Mine, accounted for on an equity basis.

Our share of earnings (investment income) or losses from the San José Mine isincluded in our consolidated statement of
operations and the balance of the investment is adjusted on the consolidated balance sheet by a like amount. Our investment
income or losses consist of our 49% share of the net profit or net loss of the operations of the San José Mine, accounted for on an
equity basis.

The Los Azules Copper Project (“Los Azules’) is a 100% owned advanced-stage exploration project located in San Juan
Province, Argentina.

Under the terms of an option agreement between Minera Andes and Xstrata Copper (“Xstrata’) (and their respective affiliates)
dated November 2, 2007 (the “Option Agreement”), Minera Andes had the right to earn-in and acquire a 100% interest in certain
Xstrata properties (the “ X strata Properties’) adjacent to Minera Andes’ properties (“Earn-in Option”) upon satisfaction of certain
conditions, including delivery of a scoping study/preliminary assessment. The Company exercised the Earn-in Option on May 29,
2009.

The Option Agreement also provided that Xstrata would have a one-time option to back-in to a 51% interest in Los Azules (the
“Back-in Right”) upon, among other things, payment to the Company of an amount equal to three times the amount of Minera
Andes’ direct exploration expenditures on Los Azules since November 25, 2005. Xstrata had until October 1, 2009, to notify
Minera Andesif it would exercise the Back-in Right. Xstrata did not exercise the Back-in Right, and consequently, Xstrata has
transferred the X strata Properties to an Argentine subsidiary of Minera Andes.

Certain of the Xstrata Properties formerly held by Xstrata and transferred to the Company pursuant to the Option Agreement
remain subject to an underlying option agreement between Xstrata and Solitario Argentina S.A. (“ Solitario”), whereby Solitario
has the right to back-in up to 25% of the properties covered by the underlying option agreement (the “ Solitario Agreement”),
exercisable by Solitario upon the satisfaction of certain conditions within 36 months of Xstrata exercising the option. The
Solitario Agreement is the subject of a dispute between Xstrata; and, Solitario and its parent company TNR Gold Corp. (together
“TNR") Xstratain the Supreme Court of British Columbia. The dispute surrounds the validity of the 36-month time limit
described above. If TNR is successful, the Company’ s interest in certain of the Xstrata Properties may be reduced by up to 25%.
Minera Andesis not a party to the litigation.

As at December 31, 2009, the Company had an accumulated deficit of $44.0 million and working capital
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MINERA ANDESINC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009 and 2008
(U.S. Dadllars)

NATURE OF OPERATIONS AND BASISOF PRESENTATION — continued
of approximately $16.4 million.

With the exception of itsinterest in the San José Mine, the Company isin the process of exploring its other properties and has not
yet determined whether these properties, including Los Azules, contain reserves that are economically recoverable. The amounts
shown on the Company’ s balance sheet as mineral properties and deferred exploration costs represent net costs incurred to date,
less amounts recovered from third parties and/or written off, and do not necessarily represent present or future values. The
recoverability of amounts shown on the balance sheet for mineral properties and deferred exploration costs depend upon the
existence of economically recoverable reserves, securing and maintaining title and beneficial interest in the properties, obtaining
the financing required to explore and devel op the properties, entering into agreements with others to explore and develop the
mineral properties, and upon future profitable production or proceeds from disposition of the mineral properties. In the future, the
Company’ s ability to continue its exploration and development activities, will depend in part on the Company’ s ability to generate
material revenues or to obtain financing through issuance of equity securities, debt financing, joint venture arrangements or other
means.

SIGNIFICANT ACCOUNTING POLICIES AND BASISOF PRESENTATION

These consolidated financial statements have been prepared by the Company in accordance with Canadian generally accepted
accounting principles (“ Canadian GAAP”) using the following significant accounting policies:

a. Restatement of previoudly issued financial statements

These consolidated financial statements have been restated as at and for the year ended December 31, 2008 to correct an
understatement of future tax expense related to interest income with MSC. The restatement has the effect of decreasing the net
investment in MSC by $0.7 million, decreasing income on investment in MSC for the year ended December 31, 2008 by $0.3
million and increasing the opening accumulated deficit by $0.4 million.

Theimpact of this restatement on the consolidated financial statementsis as follows:

AsPreviously
Reported Restatement As Restated
Balance Sheet as at December 31, 2008
Investment in Minera Santa Cruz $ 81,034,075 $ (690,428) $ 80,343,647
Accumulated deficit $ (47,427,580) $ (690,428) $ (48,118,008)

Consolidated Statements of Operations and Other Comprehensive
Income for the year ended December 31, 2008
Net income on investment in Minera Santa Cruz
Net loss and other comprehensive loss
Basic |oss per common share

4997193 $  (301,142) $ 4,696,051
(3674332) $  (301,142) $ (3,975474)
(0.02) (0.02)

B 6B B
&
@

b. Basisof Presentation and Principles of Consolidation

These consolidated financial statements include the accounts of the Company and all of its subsidiaries and investments,
including its principal subsidiaries, MASA, Andes Corporation MineraS.A. (*“ACMSA”) and Minera Andes (USA) Inc.
(“MUSA") aswell as other non-significant subsidiaries. As stated above, MASA holds the Company’sinterest in MSC.

Our investment in MSC, is accounted for by the equity method, whereby the Company records its investment and its share of the
earnings and losses of MSC. All significant intercompany transactions and balances have been eliminated from the consolidated
financial statements.

c. Foreign Currency Translation

The statements are reported and calculated in U.S. dollars, which is the currency in which the majority of the Company’s
transactions are incurred. Our consolidated operations are integrated and balances denominated in currencies other than U.S.
dollars are trandated into U.S. dollars using the temporal method. This method trandates foreign currency monetary assets at the
exchange rates prevailing at the balance sheet date. Non-monetary assets and liabilities denominated in foreign currencies are
translated using the rate of exchange at the transaction date; and foreign exchange gains and losses are included in the statement
of operations. Canadian dollars are shown as C$.

d. Cash and Cash Equivalents
Cash and cash equivalents include cash, and those short-term money market instruments that are readily convertible to cash with
an original term of less than 90 days.




MINERA ANDESINC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009 and 2008
(U.S. Dadllars)

SIGNIFICANT ACCOUNTING POLICIES — continued

e. Mineral Propertiesand Deferred Exploration Costs

Mineral properties consist of exploration and mining concessions, options and contracts. Acquisition and leasehold costs and
exploration costs are capitalized and deferred until such time as the property is put into production or the properties are disposed
of either through sale or abandonment. If put into production, the cost of acquisition and exploration are amortized over the life of
the property, based on the current production and estimated economic reserves. Proceeds received from the sale of any interest in
aproperty are first credited against the carrying value of the property, with any excess included in operations for the period. If a
property is abandoned, the property and deferred exploration costs are written off to operations. On an annual basis, we evaluate
the future recoverability of our mineral properties and deferred exploration costs. Long-lived assets, including mineral properties
and equipment are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. Impairment is considered to exist if the total estimated future undiscounted cash flows are less than
the carrying amount of the assets. Any asset impairment is cal culated and recorded based on discounted estimated future cash
flows. Future cash flows are estimated based on expected future production, commodity prices, operating costs and capital costs.

f. Investments

Investments, over which we exert significant influence, are accounted for using the equity method. Under this method, our share
of earnings and losses is included in the statement of operations and the balance of the investment is adjusted by alike amount.
Where there has been alossin value, that is other than atemporary decline, the carrying value is reduced to estimated net
realizable value.

Expenses related to the construction of amining facility, interest expense on debt, debt discount, and other legal and consulting
expenses are capitalized until the mining facility is placed into commercial production. Once in commercial production, expenses
related to the mining facility, interest expense on debt, debt discount and other legal and consulting expenses are expensed as
incurred.

g. Equipment and Depreciation
Equipment is recorded at cost, and depreciation is provided on a declining—balance basis over estimated useful lives.

h. Accounting for Income Taxes

Income taxes are calculated using the asset and liability method of accounting for income taxes. Under the asset and liability
method, future tax assets and liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases and for tax losses and other
deductions carried forward.

Future income tax assets and liabilities are calculated using enacted or substantively enacted tax rates expected to apply when the
asset is realized or the liability settled. A reduction in respect of the benefit of a future tax asset (a valuation allowance) is
recorded against any future tax asset if it is not more likely than not to be realized. The effect on future tax assets and liabilities of
achangein tax ratesis recognized in income in the period in which the change is substantively enacted.

i. Basic and Diluted Income (L oss) per Common Share
Basic income (loss) per shareis calculated by dividing net income (loss) applicable to common shareholders by the weighted-
average number of common shares outstanding for the year.

For the year ended December 31, 2009, potentially dilutive common shares relating to options
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MINERA ANDESINC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009 and 2008
(U.S. Dadllars)

2. SIGNIFICANT ACCOUNTING POLICIES - continued
i. Basic and Diluted Income (L oss) per Common Share — continued

outstanding at year end totaling 1,279,179 were included in the computation of earnings per share. 23,315,273 options and
warrants were not included in the computation because their effect was anti-dilutive. For the year ended December 31, 2008, al
options and warrants have been excluded as it would be anti-dilutive.

j- Measurement Uncertainty

The preparation of consolidated financial statementsin conformity with Canadian GAAP requires that the Company’s
management make estimates and assumptions about future events that affect the amounts reported in the consolidated financial
statements and related notes to the financial statements. Actual results may differ from those estimates.

Significant estimates used in the preparation of these consolidated financial statements include, but are not limited to, the
recoverability of mineral properties and deferred exploration expenses, investments, long-lived assets, asset retirement
obligations, stock-based compensation, income taxes, the recording of liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenues and expenditures during the reporting period. Actua
results could differ from management’s best estimates.

k. Stock-Based Compensation

The Company has a stock option plan as described in Note 7(c). The value of stock options granted is estimated on the date of
grant using the Black-Scholes option-pricing model. The Black-Scholes option-pricing model requires the input of subjective
assumptions, including the expected term of the option and stock price volatility.

Thefair value of stock options granted is recognized as a charge to operations on a straight line basis over the applicable vesting
period, with an offset to contributed surplus. Where stock options are granted in exchange for services directly related to specific
mineral properties, the expense is capitalized against the mineral property. The amount of compensation cost recognized at any
date at least equals the value of the vested portion of the options at that date. When stock options are exercised, the consideration
paid by employees is credited to share capital. See Note 7(c) for details of assumptions used in the calculations.

Agent’ s warrants, stock options and other equity instruments issued as purchase consideration in non-cash transactions, other than
as consideration for mineral properties, are recorded at fair value determined by management using the Black-Scholes option
pricing model. The fair value of the shares issued as purchase consideration for mineral propertiesis based upon the trading price
of those shares on the TSX on the date of the agreement to issue shares as determined by the Board of Directors.

I. Reclamation Obligations

The Company’ s exploration activities are subject to various governmental laws and regulations relating to the protection of the
environment. These environmental regulations are continually changing and are generally becoming more restrictive. The
Company has made, and intends to make in the future, expenditures to comply with such laws and regulations. The Company has
recorded aliability for the estimated future cost of reclamation. However, these estimates are subject to change based on changes
in circumstances and any new information that becomes available. This policy is directed only at the Company’s properties. The
asset retirement obligation related to the investment in MSC is recorded on the financia statements of MSC.
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MINERA ANDESINC.
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2009 and 2008
(U.S. Dadllars)

SIGNIFICANT ACCOUNTING POLICIES - continued

m. Warrants

Proceeds from unit placements are allocated between shares and warrants issued according to their relative fair value. The value
of the share component is credited to share capital and the value of the warrant component is credited to contributed surplus, a
separate component of shareholders equity. Upon exercise of the warrants, consideration paid by the warrant holder together with
the amount previously recognized in contributed surplusis recorded as an increase to share capital.

n. Financial Instruments

Effective January 1, 2008, the Company adopted Section 3862, “Financial Instruments — Disclosures’, and Section 3863,
“Financial Instruments — Presentation”, of the Handbook. Sections 3862 and 3863, which apply to financial years beginning on
or after October 1, 2007, replace section 3861, “Financia Instruments — Disclosures and Presentation”. Sections 3862 and 3863
increase the disclosure currently required, in order to enable users to eval uate the significance of financial instruments for an
entity’ sfinancia position and performance, including disclosures about fair value. In addition, disclosure is required of qualitative
and quantitative information about exposure to risks arising from financial instruments, including specified minimum disclosures
about credit risk, liquidity risk and market risk. The quantitative disclosures must provide information about the extent to which
the entity is exposed to risk, based on information provided internally to the entity’ s key management personnel. Theimpact of
adopting these sectionsisincluded in Note 11.

CHANGESIN ACCOUNTING POLICIESAND RECENT ACCOUNTING PRONOUNCEMENTS
a. Accounting Policies Implemented Effective January 1, 2009

Goodwill and Intangible Assets

In February 2008, the CICA issued Section 3064, “Goodwill and Intangible Assets’, which establishes revised standards for
recognition, measurement, presentation and disclosure of goodwill and intangible assets, other than theinitial recognition of
goodwill or intangible assets acquired in a business combination. Concurrent with the introduction of this standard, the CICA
withdrew EIC-27, “Revenues and Expenses During the Pre-operating Period”. The changes are effective for interim and annual
financial statements beginning January 1, 2009. The adoption of this accounting policy did not have any impact on the
Company’ s consolidated financial statements for the year ended December 31, 20009.

Credit Risk and Fair value of Financial Assetsand Liabilities

In January 2009 the EIC issued EIC-173. In this EIC, the Committee reached a consensus that in determining the fair value of
financial assets and financial liabilities an entity should take into account the credit risk of the entity and the counterparty. This
standard did not impact the Company.
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CHANGESIN ACCOUNTING POLICIESAND RECENT ACCOUNTING PRONOUNCEMENTS — continued
a. Accounting Policies Implemented Effective January 1, 2009 — continued

Mining Exploration Costs

On March 27, 2009, the Emerging Issues Committee of the CICA issued EIC-174, “Mining Exploration Costs’, which provides
guidance on capitalization of exploration costs related to mining propertiesin particular, and on impairment of long-lived assets,
in general. The Company applied this new abstract commencing in the period ended March 31, 2009; however, there was no
impact on the financial statements as aresult of applying this abstract.

Financial instruments

In June 2009, the CICA amended Handbook Section 3862 — Financial Instruments — Disclosures to include additional
disclosure requirements about fair value measurements of financia instruments and to enhance liquidity risk disclosure
requirements for publicly accountable enterprises. The amendments are applicable for the Company’s annual consolidated
financial statements for its fiscal year ending December 31, 2009.

In June 2009, the CICA amended Handbook Section 3855 to clarify the application of the effective interest method after a debt
instrument has been impaired and when an embedded prepayment option is separated from its host debt instrument at initial
recognition for accounting purposes. The amendments are effective January 1, 2011. Early adoption is permitted.

On July 1, 2009 the Company adopted amendments to Handbook Section 3855 — Financia Instruments — Recognition and
M easurement which provides additional guidance on the classification of embedded derivatives. The adoption of this amendment
did not result in amaterial impact on the Company’s consolidated financial statements.

b. Recent Accounting Pronouncements

Business Combinations

In January 2009, the Accounting Standards Board (AcSB) issued the following new Handbook sections. 1582 — Business
Combinations, 1601 — Consolidations, and 1602 — Non-Controlling Interests. These standards are to be applied prospectively to
business combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on
or after January 1, 2011. The Company has not yet determined the impact of the adoption of these standards on its consolidated
financial statements.
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4. MINERAL PROPERTIESAND DEFERRED EXPLORATION COSTS

2009 COSTSBY PROPERTY — for the year ended December 31, 2009

San Juan Santa Cruz Chubut
Description LosAzules San Juan Cateos Cateos Cateos Total

Balance, beginning of year $ 13,320,948 $ 353,200 $ 2,706,376 $ 10,000 $ 16,390,524
Assays and analytical 1,188 19,835 22,663 — 43,686
Consulting fees 80,513 4,871 27,927 879 114,190
Depreciation 3411 491 2,616 — 6,519

Drilling — — 4,332 — 4,332

Equipment Rental 459,587 — 344,110 — 803,697

Geology 683,386 53,088 324,621 2,733 1,063,828

Legd 134,166 — — — 134,166

Maintenance 6,675 898 8,920 — 16,493

Materials and supplies 94,886 13,977 66,056 — 174,920
Project overhead 42,459 8,245 25,708 235 76,647

Property and mineral rights 164,618 11,465 43,768 5,248 225,098
Telephone 1,421 1,369 10,035 — 12,825

Travel 53,544 7,734 58,154 201 119,634

Wages and benefits 47,289 6,329 26,830 177 80,625
Write-off of deferred costs — — (2,585) (9,472) (12,057)
Balance, end of year $ 15,094,092 $ 481503 $ 3,669,531 $ 10,000 $ 19,255,127

2008 COSTSBY PROPERTY — for theyear ended December 31, 2008
San Juan Santa Cruz Chubut
Description LosAzules San Juan Cateos Cateos Cateos Total

Balance, beginningof year $ 6,034,844 $ 341,100 $ 1,951,937 $ 10,000 $ 8,337,881
Assays and analytical 125,567 — 12,163 — 137,730
Construction and trenching 10,178 — — — 10,178
Consulting fees 282,926 — 6,463 890 290,279
Depreciation 12,135 — 662 — 12,797

Drilling 3,644,050 — — — 3,644,050

Equipment Rental 799,953 — 346,974 — 1,146,927

Geology 1,330,233 6,085 133,840 1,541 1,471,699

Geophysics — — 9,377 — 9,377

Insurance 5775 — 315 — 6,090

Legd 120,367 1,788 3,685 — 125,840

Maintenance 12,649 — 7,611 — 20,260

Materials and supplies 361,880 3,724 116,025 — 481,629
Project overhead 184,793 69 10,712 — 195,574

Property and mineral rights 20,789 — 45,359 — 66,148
Telephone 9,831 — 4,171 — 14,002

Travel 192,480 434 40,049 — 232,963

Wages and benefits 172,498 — 18,420 — 190,918
Write-off of deferred costs — — (1,386) (2,431) (3,817)
Balance, endof year $ 13320948 $ 353,200 $ 2,706,376 $ 10,000 $ 16,390,524
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4. MINERAL PROPERTIESAND DEFERRED EXPLORATION COSTS - continued
San Juan Project

The San Juan Project comprises four properties, which includes Los Azules in southwestern San Juan province. At present, these
lands are not subject to aroyalty; however, the government of San Juan has not waived its rights to retain up to 3% “mouth of
mine” royalty from production (See Note 8a). Land holding costs for 2010 are estimated at $0.04 million.

Santa Cruz Projects

The Company currently control 3 (2008 — 9) cateos and 37 (2008 — 36) manifestations of discovery in the Santa Cruz province.
Land holding costs for 2010 are estimated at $0.01 million. The Company have been actively exploring in the region since 1997.
The properties have been acquired on the basis of geologic and geochemical reconnai ssance.

5. INVESTMENT IN MINERA SANTA CRUZ (MSC) — San José Mine
MSC isowned, asto 49%, by MASA, an indirect wholly-owned subsidiary of Minera Andes Inc. and, as to 51%, by Hochschild.

The Company’ sinterest in, and the affairs of, MSC are governed by an Option and Joint Venture Agreement dated March 15,
2001 between MASA and Hochschild, as amended by agreements dated May 14, 2002, August 27, 2002 and September 10, 2004,
the (“OJVA™).

Under the OJV A the Company is entitled to appoint one of the three members of the Board of Directors of MSC and Hochschild
is entitled to appoint the balance of the members of the Board of Directors of MSC. The OJVA grants the Company a“veto” in
respect of certain and very limited matters regarding the affairs of MSC and the operation of the San José Mine. Although the
Company is permitted to vote against or otherwise disagree with decisions made by Hochschild in respect of the San José Mine,
many decisions have been made, notwithstanding the Company’ s express disagreement.

In particular, the Company has alimited, if any, ability to control the timing or amount of cash calls and decisions made in that
regard may have an adverse affect on its operations and financial position as there can be no assurance that if made, the Company
will have the funds available to satisfy any such cash call when due and that itsinterest in the San José Mine will not be reduced
asaresult.
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INVESTMENT IN MINERA SANTA CRUZ (M SC) — San José Mine — continued

The investment in MSC is comprised of the following:

Asat
December 31
December 31, 2008
2009 (restated Note 2(a))

Investment in MSC, beginning of year January 1: $ 80,343647 $ 64,337,279

Income from equity investment 6,620,750 1,965,238

Amortization of pre 2008 capitalized interest on MSC |oans 1,320,992 798,000

Interest expensed by MSC and included in equity method pickup, net of income

taxes 2,645,555 2,652,813

Income on Investment in MSC 10,587,297 5,416,051
Less:

Amortization of deferred costs (1,238,674) (720,000)

Advances returned during the year (575,750) —

Derecognition of deferred costs (394,233) —
Plus:

Advances during the year — 11,310,317
Investment in MSC, end of year $ 88,722,287 $ 80,343,647

Year Ended
December 31,
December 31, 2008
2009 (restated Note 2(a))

Summary of MSC’s financial information from operations:

Sales $ 147,103219 $ 111,255,558

Net income - MSC 13,511,735 4,010,689

Minera Andes Inc. portion (MAI) - 49% 6,620,750 1,965,238

Equity adjustments:

Interest expensed by MSC and included in the equity method pickup, net of

income taxes 2,645,555 2,652,813

Amortization of pre 2008 capitalized interest on MSC loans 1,320,992 798,000

Income on Investment in MSC 10,587,297 5,416,051

Less amortization of MAI deferred capitalized costs (1,238,674) (720,000)
Net income on investment in MSC $ 9,348,623 $ 4,696,051
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INVESTMENT IN MINERA SANTA CRUZ (M SC) — San José Mine — continued

The Company’s share of earnings and losses from our investment in MSC is included in the consolidated statement of operations
and is equal to 49% of the above net income of $13.5 million for the year ended December 31, 2009, and $4.0 million for the year
ended December 31, 2008.

As at December 31, 2008 there was a cash call of $11.3 million, which was paid in February 20009.

Project financing for the San José Mine has been primarily provided pursuant to aletter agreement dated October 10, 2006 (as
amended by agreements dated October 17, 2006, October 24, 2006, January 5, 2007, January 25, 2007, February 26, 2007,
February 28, 2007, March 29, 2007, April 26, 2007 and June 29, 2007, the “ Project Loan L etter Agreement”) between the
Company, MSC and by assignment, Hochschild Mining Holdings Limited (the “Hochschild Lender”), an affiliate of Hochschild
Mining plc.

Under the Project Loan L etter Agreement, the Hochschild Lender and the Company agreed to provide M SC with an unsecured
bridge loan in the aggregate amount of $20 million (the “Bridge Loan"). The Project Loan Letter Agreement provides that the
Bridge Loan was to be structured as loans to MSC by each of the Company and the Hochschild Lender, in each case, in amounts
proportionate to the sharehol dings of the Company and Hochschild in MSC.

The Project Loan Letter Agreement, further provides that the loan to be made by the Company to MSC would be structured as
(i) aloan by the Hochschild Lender to the Company (the “Project Loan Payabl€e”); and (ii) a corresponding loan by the Company
to MSC (the “Project Loan Receivable”). Asaresult, the Bridge Loan was made by way of (i) aloan by the Hochschild Lender
to MSC in an amount equal to 51% of the amount of the Bridge Loan; (ii) aloan by the Hochschild Lender to the Company in an
amount equal to 49% of the amount of the Bridge L oan; and (iii) a corresponding loan by the Company to MSC in the same
amount and on the same terms as the preceding loan by the Hochschild Lender to the Company. Both the Project Loan Payable
and the Project Loan Receivable bear interest at the same rate and upon the same terms (including repayment).

The Project Loan Letter Agreement also provides for a permanent secured project loan in the aggregate amount of $65 million
(the “Project Loan"), structured in the same manner as the Bridge Loan, and replacing the Bridge L oan, to be documented in
definitive agreements, which, have not yet been entered into.

Amounts advanced under the Project Loan L etter Agreement by the Hochschild Lender to the Company and then by the Company
to MSC are currently unsecured except that, as security for the loan made by the Hochschild Lender to the Company, the
Company has pledged to the Hochschild Lender, its right to the repayment of the corresponding loans made by the Company to
MSC.

The Hochschild Lender and MSC have agreed that until the definitive agreements are finalized, no payment of interest or
principal will be due.

The Project Loan currently bears fixed interest at LIBOR plus 2.50% as of the inception of the loan. The interest rates are 7.86%
on $9.8 million and 8.21% on $22.1 million. It has been agreed that once the definitive agreements are finalized, interest will
increase to LIBOR plus 2.85% and will be subject to interest rate fluctuations.
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INVESTMENT IN MINERA SANTA CRUZ (M SC) — San José Mine — continued

As at December 31, 2009, and December 31, 2008, the entire Project Loan ($65 million), had been advanced. The Company’s
49% share of the Project Loan was $31.85 million. Therefore, the Company has recorded the Project Loan Payable and the
Project Loan Receivable in offsetting amounts. The project loan receivable/payable was advanced to M SC by Hochschild on the
Company’s behalf. The related interest income/expense will be paid to the Hochschild Lender by M SC on the Company’ s behalf.
Please refer to the subsequent events (Note 13).

BANK LOAN

At December 31, 2009, the Company had no bank loans outstanding. During the year the Company repaid the amounts owing
under an amended and restated credit agreement dated as of October 22, 2007 (the “Macquarie Credit Agreement”) with
Macquarie Bank Limited (“Macquari€”’), under which Macquarie made two non-revolving term loans to the Company, in the
aggregate principal amount $17.5 million. The first non-revolving term loan was in the principal amount of $7.5 million (the
“First Loan") of which $5.9 million was for the development of the San José Mine and $1.6 million was for general purposes. The
second non-revolving term loan was in the aggregate principal amount of $10 million (the “Second Loan” and together with the
First Loan, the “Bank Loan™) of which $8.6 million was for the devel opment of the San José Mine and $1.4 million was for
general purposes.

The commercial terms of the loans included afacility fee of 1.5% of the principal amount and interest of LIBOR plus 2% on the
First Loan and LIBOR plus 2.75% on the Second Loan. In addition, the Company issued Macquarie share purchase warrants to
acquire 4,227,669 common shares of the Company at an exercise price of C$2.06 per share. On March 7, 2009, the 4,227,669
purchase warrants expired unexercised.

In addition, the Company issued Macquarie share purchase warrants to acquire 4,066,390 common shares of the Company at an
exercise price of C$2.41 per share. On September 30, 2009, the 4,066,390 purchase warrants were not exercised and expired.

On March 4, 2009, the Company repaid all amounts owing by it to Macquarie Bank Limited in respect of the Bank Loan in the
aggregate principa amount of $17.5 million.

On the repayment of the Bank Loan, the unamortized debt accretion of $0.6 million was recognized as an accretion expense on
the settlement of the debt in the statement of operations.

During the year ended December 31, 2009, interest expense on the Bank Loan was $1.1 million, of which $0.1 million was paid
in cash, $0.4 million was accreted interest and $0.6 million was accreted interest related to the debt settlement. For the year ended
December 31, 2008, interest expense incurred on the Bank Loan was $1.0 million, and accreted interest expense related to the
debt discount of $1.9 million was expensed.
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SHARE CAPITAL
a. Authorized

The Company authorized capital of an unlimited number of common shares, with no par value, and an unlimited number of
preferred shares, with no par value.

b. Changesto Share Capital — Issued, Allotted, and/or Subscribed

i. On December 19, 2007, the Company announced proposed financing for a brokered private placement of units for gross
proceeds of C$35.0 million ($32.4 million), which was completed in three closings. (Seeii., iii., and iv.)

ii. On December 21, 2007 the first closing was completed pursuant to which 13,880,645 units at a price of C$1.55 per unit were

issued raising gross proceeds of C$21.515 million ($21.6 million). Each unit consisted of one common share and one-half of one
common share purchase warrant. Each whole common share purchase warrant entitled the holder to purchase one additional
common share at an exercise price of C$2.00 per share until December 21, 2009. The securities were subject to afour-month hold
period. The fair value of the purchase warrants was cal culated using the Black-Scholes option pricing model with the following
assumptions: dividend yield — Nil; risk free interest rate — 3.85%; expected volatility of 58.79% and an expected life of 24
months. The fair value of the warrants cal culated to be $3.1 million was recorded as a capital transaction with a corresponding
entry to contributed surplus.

Scotia Capital Inc. (“Scotid’) acted as agent in respect of the first closing while Shoreline Pacific LLC acted in the U.S. (together,
the “Agents’).The Agents received a cash commission of 5% of the gross proceeds from the first closing or C$1.1 million ($1.1
million). The Agents also received 694,031 agent’ s compensation options (“Agent’s Options”) equal to 5% of the aggregate
number of units sold at the first closing. Each Agent’s Option upon exercise entitles the holder to acquire one unit at an exercise
price of C$1.70 per unit until December 21, 2009. Upon the exercise of the Agent’s Option the Agent would have also received a
one-half purchase warrant (694,031, or 347,015 whole warrants), which one full purchase warrant would have entitled the holder
to acquire one unit at an exercise price of C$2.00 per unit. The fair value of the Agents Options was cal culated using the Black-
Scholes option pricing model with the following assumptions: dividend yield — Nil; risk free interest rate — 3.85%; expected
volatility of 58.79% and an expected life of 24 months. The fair value of the Agents’ Options, calculated to be $0.4 million and
the fair value of the agent warrants calculated to be $0.1 million were recorded as capital transactions with a corresponding entry
to contributed surplus.

A total of 13,880,645 common shares were issued at the first closing of the private placement, and 6,940,322 common shares
were reserved for issuance on the exercise of the common share purchase warrants and the exercise of 694,031 units comprising
the Agent’s Options. The Agent purchase warrants would have been reserved upon the exercise of the Agent’s Options, if the
holder became entitled to the purchase warrant. On December 21, 2009, the 13,880,645 warrants and 694,031 agent’s options
were not exercised and expired.

iii. On January 29, 2008, the second closing was completed at which 7,778,023 units at a price of C$1.55 per unit were issued
raising gross proceeds of C$12.1 million ($11.8 million).

Each unit consisted of one common share and one-half of one common share purchase warrant. Each whole common share
purchase warrant entitled the holder to purchase one additional common share at an exercise price of C$2.00 per share until
December 21, 2009. The securities were subject to afour-month hold period. The fair value of the purchase warrants was
calculated using the Black-Scholes option pricing model with the following assumptions: dividend yield — Nil; risk free interest
rate — 3.17%; expected volatility of 57.07% and an expected life of 24 months. The fair value of the warrants, calculated to be
$1.2 million was recorded as a capital transaction with a corresponding entry to contributed surplus.
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SHARE CAPITAL - continued
b. Changesto Share Capital — Issued, Allotted, and/or Subscribed — continued

Scotia acted as agent in respect of the securitiesissued at the second closing in Canada while Shoreline Pacific LLC acted in the
U.S. (together the “Agents’). The non-brokered component of the second closing was completed with Canaccord Capital
Company (the “Finder”). The Agents and the Finder received a 5% commission being $0.6 million which was recorded to share
issue costs and reduced share capital.

The Agents and the Finder a so received 388,901 Agent’s compensation options (“ Agent’s Options’) equal to 5% of the aggregate
number of units sold at the second closing. Each Agent’s Option upon exercise entitled the holder to acquire one unit at an
exercise price of C$1.70 per unit until December 21, 2009. Upon the exercise of the Agent’s Option the Agent would have then
received aone-half purchase warrant (388,901, or 194,450 whole warrants), which one full purchase warrant would have entitled
the holder to acquire one unit at an exercise price of C$2.00 per unit. The fair value of the Agents Options was calculated using
the Black-Scholes option pricing model with the following assumptions: dividend yield — Nil; risk free interest rate — 3.17%;
expected volatility of 57.07% and an expected life of 24 months. The fair value of the Agents’ Options, calculated to be $0.2
million was recorded as a capital transaction with a corresponding entry to contributed surplus.

A total of 7,778,023 common shares were issued at the second closing of the private placement, and 3,889,011 common shares
were reserved for issuance on exercise of the common share purchase warrants and the exercise of 388,901 units comprising the
Agent’s Options. The Agent purchase warrants would have reserved upon the exercise of the Agent’ s Options, when the holder
became entitled to the purchase warrant. On December 21, 2009, the 7,778,023 warrants and 388,901 agent’ s options were not
exercised and expired.

iv. Thethird and final closing of the Private Placement was completed on February 11, 2008, at which time 427,000 units at a
price of C$1.55 per unit were sold for gross proceeds of C$0.7 million ($0.7 million). The final closing was non brokered private
placement. Each unit consisted of one common share and one-half of one common share purchase warrant. Each whole common
share purchase warrant purchase entitled the holder to purchase one additional common share at an exercise price of C$2.00 per
share until December 21, 2009. The securities were subject to a four month hold period. The fair value of the purchase warrants
was calculated using the Black-Scholes option pricing model with the following assumptions: dividend yield — Nil; risk free
interest rate — 3.08%; expected volatility of 53.81% and an expected life of 24 months. The fair value of the warrants, cal culated
to be $0.05 million was recorded as a capital transaction with a corresponding entry to contributed surplus.

The third closing was completed with Canaccord Capital Corporation as finder (the “Finder”).The Finder received a cash
commission of 5% being $0.03 million of the gross proceeds from the third closing which was recorded to share issue costs and
reduced share capital. The Finder also received 21,350 agent’ s compensation options (“ Agent’s Options”) equal to 5% of the
aggregate number of units sold at the third closing. Each Agent’s Option upon exercise entitled the holder to acquire one unit at
an exercise price of C$1.70 per unit until December 21, 2009. Upon the exercise of the Agent’s Option the Finder would have
then a so received a one-half purchase warrant (21,350, or 10,675 whole warrants), which one full purchase warrant would have
entitled the holder to acquire one unit at an exercise price of C$2.00 per unit. The fair value of the Agent Options was calculated
using the Black-Scholes option pricing model with the following assumptions: dividend yield — Nil; risk free interest rate —
3.08%; expected volatility of 53.81% and an expected life of 24 months. The fair value of the Agents' Options, calculated to be
$7,006 was recorded as a capital transaction with a corresponding entry to contributed surplus.

A total of 427,000 common shares were issued pursuant to the final closing of the private placement, and
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SHARE CAPITAL — continued
b. Changesto Share Capital — Issued, Allotted, and/or Subscribed - continued

213,500 common shares were reserved for issuance on the exercise of the warrants and the exercise of the 21,350 units
comprising the Agent’s Options. The Agent purchase warrants would have been reserved upon the exercise of the Agent’s
Options, when the holder becomes entitled to the purchase warrant. On December 21, 2009, the 427,000 common share purchase
warrants, and 21,350 agent’ s options were not exercised and expired.

Legal and other fees that specifically relate to the second and third closings of $0.01 million were included in share issue costs
and reduced share capital.

v. During 2008, the Company issued 260,000 common shares upon the exercise of stock options at a weighted average exercise
price of C$0.79 ($0.78) per share and 718,916 shares upon the exercise of purchase warrants at a weighted average exercise price
of C$0.51 ($0.44) per share.

vi. In February 2009, Mr. McEwen agreed to complete a private placement in two tranches totaling C$40 million designed to
alleviate the Company’ s financial pressures (the “McEwen Financing”). First, on February 18, 2009, Mr. McEwen purchased
18,299,970 common shares of the Company at a price of C$1.00 per share for proceeds to the Company of C$18.3 million ($14.5
million), of which $11.3 million was used to satisfy the cash call made in respect of the Company’s 49% interest in the San José
Mine.

Second, on February 26, 2009, Robert R. McEwen (“Mr. McEwen”) purchased 21,700,030 common shares of the Company for
C$21.7million ($17.4 million), by completing another private placement to repay the Bank Loan in the aggregate principal
amount of $17.5 million. The total share issue cost related to the McEwen Financing was $0.4 million.

vii. During the period the Company entered into an agreement with a Canadian investment dealer (the “Lead Underwriter”)
pursuant to which the Lead Underwriter and a syndicate of underwriters (collectively, the “Underwriters’) agreed to purchase for
resale to the public and Minera Andes agreed to issue 26,700,000 units, on a“bought deal” basis, at a price of C$0.75 per unit (the
“Offering”) equivalent to C$20 million. In addition, the Company agreed to grant the Lead Underwriter an option (the “Over-
Allotment Option”) to purchase additional units of Minera Andes to raise additional gross proceeds of up to 15% of the Offering,
on the same terms and conditions as the Offering, exercisable any time, in whole or in part, up to 48 hours prior to the closing
date of the Offering. The Over-Allotment Option was exercised in full (4,005,000 units) and the total gross proceeds to Minera
Andes were C$23.0 million ($21.0 million). The Company incurred C$1.5 million ($1.4 million) in share issue costs making the
net proceeds of the Offering C$21.5 million ($19.6 million). Each unit consisted of one (1) common share and one half of one
common share purchase warrant, each whole warrant is exercisable at C$1.25 for a period of 5 years after closing. In the event
that the volume weighted average trading price of the Company’s common shares on the Toronto Stock Exchange “TSX” (or such
other stock exchange or quotation system on which the Company’s shares are listed and where a majority of the trading volume
occurs), for aperiod of 20 consecutive trading days exceeds C$2.50, the Company may, within five days after such an event,
provide notice to the warrant holders of early expiry and thereafter, the warrants will expire on the date which is 30 days after the
date of the notice to the warrant holders. The fair value of the shares issued was C$19.1 million ($17.5 million) and the warrants
were valued at C$3.9 million ($3.5 million) using the Black-Scholes option pricing model with avolatility of 66%, risk free
interest rate of 2.3%,expected life of 5 years, and a dividend rate of 0%. The fair value of the warrants was recorded as a capital
transaction with a corresponding entry to contributed surplus.
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SHARE CAPITAL — continued
b. Changesto Share Capital — Issued, Allotted, and/or Subscribed - continued

The units issued under the Offering were offered by way of a short form prospectusfiled in al of the provinces of Canada, except
Quebec by the Company on July 30, 20009.

The Offering closed on August 19, 2009, and was approved by the normal regulatory agencies, including the approval of the
TSX.

viii. During the year ended December 31, 2009, the Company issued 2,045,000 common shares upon the exercise of stock
options at a weighted average exercise price of C$0.55 ($0.48) per share. Upon exercise $0.7 million being the fair value of these
options was transferred from contributed surplus to share capital. No purchase warrants were exercised for the year ended
December 31, 20009.

c. Stock Options

The aggregate number of shares issuable upon exercise of al options granted under the Minera Andes Stock Option Plan (the
“Plan™) shall not exceed 10% of the Company’ s issued and outstanding common shares up to a maximum of 18,940,243 (2008 —
18,940,243) shares. Under the Plan, no participant may be granted an option to purchase shares, which exceeds the number of
shares permitted to be issued under the Plan pursuant to the rules or policies of any stock exchange on which the common shares
are then listed. Under the Plan, the exercise price of each option shall be determined by the directors and shall not be less than the
closing price of the Company’s common shares on the stock exchange on which the shares are listed on the last trading day
immediately preceding the day on which the options are granted.

Options granted under the Plan will not be transferable and, if not exercised but subject to the authority of the Board to extend
such time, will expire twelve (12) months following the date the optionee ceases to be a director, officer, employee or consultant
of the Company by reason of death, or three (3) months after ceasing to be a director, officer, employee or consultant of the
Company for any reason other than death.

Stock options granted to a director, officer, employee, or consultant are exercisable for either afive or ten year period. Incentive
stock options granted either vest immediately or 33 1/3% at each twelve (12) month interval following the date of grant, or 25% at
each six (6) month interval following the date of grant.

At December 31, 2009, 5,044,243 (December 31, 2008 — 3,939,456) options were available for grant under the Plan.

A summary of the status of the Plan as of December 31, 2009, and December 31, 2008, and changes during the periods ended is
asfollows:
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¢. Stock Options - continued
Year Ended Year Ended
December 31, 2009 December 31, 2008
Weighted Avg. Weighted Avg.
Options Exercise Price Options Exercise Price
Outstanding at beginning of year 10,985,000 C$ 1.15 10,215,000 C$ 1.13
Granted 620,000 0.69 1,400,000 1.20
Exercised (2,045,000) 0.55 (260,000) 0.79
Cancelled/Forfeited (625,000) 131 — —
Expired (1,100,000) 111 (370,000) 0.94
Outstanding at end of year 7,835,000 C$ 1.27 10,985,000 C$ 115
Year Ended Year Ended
December 31, 2009 December 31, 2008
Weighted average grant-date fair value of options granted during the year Cs$ 042 C$ 0.66

The weighted average remaining contractual life of outstanding optionsis 2.15 years at December 31, 2009 (December 31, 2008

— 2.7 years).

At December 31, 2009, options were held by directors, officers, employees and non-employees as follows:
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¢. Stock Options - continued
Number of Exercise
Options Price Expiry Date
960,000 C$ 0.60 December 28, 2010
4,560,000 C$% 1.51 December 27, 2011
250,000 C$ 1.73 September 4, 2012
100,000 C$ 1.35 February 13, 2013(1)
195,000 C$ 0.31 March 21, 2013
850,000 C$ 1.36 May 23, 2013(2)
300,000 C$ 0.81 September 11, 2013(3)
200,000 C$ 0.73 March 1, 2014(4)
200,000 C$ 0.67 March 13, 2014(5)
220,000 C$% 0.66 September 30, 2014(6)
7,835,000

(1) On February 14, 2008, 100,000 stock options were granted at an exercise price of C$1.35, of which 25,000 options will vest
every six months from the February 14, 2008, grant date to February 14, 2010.

(2) On May 23, 2008, 900,000 stock options were granted at an exercise price of C$1.36, of which all options vested immediately.
On August 30, 2009, an employee resigned and forfeited 10,000 options. On December 29, 2009, an employee resigned and
forfeited 40,000 options.

(3) On September 11, 2008, 400,000 options were granted at an exercise price of C$0.81 to four new directors. On February 2,
2009, adirector resigned and forfeited 100,000 options. The options will vest 1/3 on September 11, 2009, 2010, and 2011.

(4) On March 1, 2009, 200,000 options were granted at an exercise price of C$0.73 to two new directors. The options will vest
1/3 on March 1, 2010, 2011, 2012.

(5) On March 13, 2009, 200,000 options were granted at an exercise price of C$0.67 to an employee. The optionswill vest 1/3 on
March 13, 2010, 2011, 2012.

(6) On September 30, 2009, 220,000 options were granted at an exercise price of C$0.66 to two employees and an independent
contractor. The options will vest 1/3 on September 30, 2010, 2011, 2012.

In connection with the vesting of certain non-employees, employees and directors stock options, the Company recorded stock
option compensation for year ended December 31, 2009, of $0.2 million. The Company recorded stock option compensation of
$0.7 million to general and administrative expensesin the statement of operations and $0.09 million was capitalized to mineral
properties for the year ended December 31, 2008.

Thefair values of the stock options granted in 2009 were cal culated using the Black-Scholes option pricing model with the
following range of assumptions: dividend yield — Nil; risk free interest rate — 1.87% to 2.4%;
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7. SHARE CAPITAL — continued

¢. Stock Options - continued

expected volatility of 77.4% to 81.61% and an expected life of 48 to 60 months. The fair value of the stock options granted in
2008 was cal culated using the Black-Scholes option pricing model with the following range of assumptions: dividend yield —

Nil; risk free interest rate — 2.90% to 3.34%; expected volatility of 57.85% to 70.09% and an expected life of 60 months.

A summary of the status of the Company’ s stock options issued as agents compensation options as of December 31, 2009, and

December 31, 2008, is as follows:

Year Ended Year Ended
December 31, 2009 December 31, 2008
Agent’s Weighted Avg. Agent’s Weighted Avg.
Compensation Exercise Price Compensation Exercise Price
Options C$ Options
Outstanding at beginning of period 1,104,282 C$ 1.70 694,031 C$ 1.70
Granted — 0.00 410,251 1.70
Expired (1,104,282) 1.70 — 0.00
Outstanding at end of period — — 1,104,282 C$ 1.70
Exercisable at end of period — — 694,031 C$ 1.70
Weighted average grant-date fair value of options
granted during the period (Nil) C$ 0.31

d. Warrants

The range of exercise prices on outstanding warrants is C$0.70 to C$1.25 with a weighted average contractual life of 4.2

years at December 31, 2009.

A summary of the status of the outstanding warrants at December 31, 2009, and December 31, 2008, and changes during the

periods ended on those datesiis:

23




MINERA ANDESINC.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2009 and 2008

(U.S. Dollars)
7. SHARE CAPITAL — continued
d. Warrants- continued
Year Ended Year Ended
December 31, 2009 December 31, 2008
Weighted Weighted
Avg. Avg.
Exercise Exercise
Price Price
Warrants C$ Warrants C$
Outstanding and exercisable at beginning of year 21,039,665 C$ 1.91 18,298,094 C$ 191
Purchase warrants 15,352,500 1.25 4,102,511 2.00
Expired warrants (219,336,892) 210 (642,024) 1.67
Exercised — — (718,916) 0.51

At December 31, 2009, there were full warrants held for the purchase of the Company’s common shares as follows:

Number of Exercise
Warrants Price Expiry Date
1,702,773 C$ 0.70 March 22, 2010
15352500 C$ 1.25 August 19, 2014
17,055,273

On March 7, 2009, 4,227,669 warrants at an exercise price of C$2.06 expired. On September 30, 2009, 4,066,390 warrants at

an exercise price of C$2.41 expired. On December 21, 2009, 11,042,833 warrants at an exercise price of C$2.00 expired.
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7. SHARE CAPITAL — continued

e. Earningsper share

Year Ended
December 31, 2009

Net income available to shareholders $ 4,114,772
Weighted average shares outstanding
Basic 236,517,659
Effect of dilutive stock options 1,279,179
Effect of dilutive warrants —
Diluted 237,796,838
Stock options excluded from dilution 6,260,000
Warrants excluded from dilution 17,055,273
Net income per share
Basic $ 0.02
Diluted $ 0.02

In 2008, al warrants and stock options were anti-dilutive and as such were not included.
8. COMMITMENTSAND CONTINGENCIES

a. Minera rightsin Argentina are owned by the federal government and administered by the provinces. The provinces can levy
amaximum 3% “mouth of ming” (gross proceeds) royalty. The provinces of Mendoza and Neuquén have waived their right to
thisroyalty. The provinces of Rio Negro, San Juan and Chubut have not yet established a policy regarding the royalty.

b. On December 2, 2003, the Company signed an agreement that obligated it to pay N.A. Degerstrom, Inc. (the vendor of the
original exploration properties), aroyalty of $0.3 million, if any of the properties owned at the date of signing the agreement,
other than the properties comprising the San José Mine, meet certain conditions such as bankable feasibility or commercial
production prior to December 2, 2013. As of December 31, 2009, no payments are required to be made under that agreement.

c. Asof December 31, 2009, M SC signed agreements with third party providers relating to the development and operation of
the San José Mine. Our 49% portion of these commitmentsis approximately $6.5 million.

9. RELATED PARTY TRANSACTIONS

The Company pays a management service fee to arelated party, 2083089 Ontario Inc. (“208") under the terms of a management
services agreement. 208 is a company controlled by Mr. McEwen, the chairman and chief executive officer of the Company and
beneficial owner of more than 5% of our voting securities. Mr. McEwen is also the chief executive officer and director of 208,
which provides management services to a number of entitiesin which Mr. McEwen has significant equity interests. The
management service fees cover inter-alia, rent, personnel, office expenses, and other administrative services on a cost recovery
basis. During the years ended December 31, 2009, and 2008, the Company paid $50,252 and $2,092, respectively, to 208.

MSC isalso arelated party of the Company. The Company owns 49% of MSC. See note 5.
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CAPITAL DISCLOSURES
Minera Andes’ objectives when managing capital are to:

a) safeguard its ability to continue as a going concern;
b) have sufficient capital to develop its mining projects and take them into production; and
c) meet external capital requirements on its credit facilities, when required.

The Company managesits capital structure and makes adjustments to it, in order to have the funds avail able to support the
acquisition, exploration and development of mining interests. The Board of Directors does not establish quantitative return on
capital criteriafor management, but rather relies on the expertise of the Company’ s management to sustain future devel opment of
the business.

The properties in which the Company currently has an interest are in the exploration stage with the exception of the San José
Mine, which isin production; as such the Company is dependent on external equity financing to fund its activities. In order to
carry out planned exploration and pay for administrative costs, the Company will spend its existing working capital and raise
additional amounts as needed. The Company will continue to assess new properties and seek to acquire an interest in additional
propertiesif it feels there is sufficient geologic or economic potential and if it has the adequate financial resources to do so.
Management reviews its capital management approach on an ongoing basis and believes that this approach, given the size of the
Company, is reasonable.

There were no changes in the Company’ s approach to capital management during the year ended December 31, 2009, and the
year ended December 31, 2008. Neither the Company nor its subsidiaries are subject to externally imposed capital requirements.

FINANCIAL INSTRUMENTS

During the year ended December 31, 2009, and the year ended December 31, 2008, the Company used a mixture of cash and debt
to maintain an appropriate capital structure and ensure sufficient liquidity to meet the needs of the business. The Company has not
executed any interest rate contracts or other derivative financial instruments to manage the risks associated with its operations
and, therefore, in the normal course of business the Company is inherently exposed to a number of risks related to changesin
foreign currency exchange rates, interest rates, credit risk, liquidity risk and commodity price fluctuations.

The Company holds certain financial instruments such as cash and cash equivalents, receivables, the Project Loan Receivable, the
Project Loan Payable and related interest receivable and payable, accounts payable and accruals. All financial instruments are
classified into one of five categories: held-for-trading, held-to-maturity investments, loans and receivables, available-for-sale
financial assets or other financial liabilities. All financial instruments are recorded in the balance sheet either at fair value or at
amortized cost. Subsequent measurement and changes in fair value will depend on their initial classification, as follows: held-for-
trading financial assets are measured at fair value and changesin fair value are recognized in net earnings. Available-for-sale
financial instruments are measured at fair value with changein fair value recorded in other comprehensive income until the
instrument is derecognized.
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11. FINANCIAL INSTRUMENTS — continued
The Company has classified its cash and cash equivalents as held-for-trading. Receivables and Project Loan and interest
receivable were classified asloans and receivables. Accounts payable and accruals, Project Loan and interest payable, bank loan
and related party payable were classified as other financial liabilities.

The carrying value and fair value of the Company’s financial assets and liabilities as at December 31, 2009, and December 31,
2008, is summarized as follows:

December 31, 2009 December 31, 2008
Carrying Value Fair Value Carrying Value Fair Value
Held-for-trading $ 18,872,312 $ 18,872,312 $ 3409593 $ 3,409,593
Loans and receivables $ 39,500,262 $ 39,500,262 $ 36,847,761 $ 36,847,761
Other liabilities $ 42,063,857 $ 42,063,857 $ 67,679,960 $ 67,679,960

The fair value of the cash and cash equivalents, receivables, current Project Loan interest receivable, accounts payable and
accruals, and current Project Loan interest payable, and related party payable approximate their fair values due to their short term
nature. Thefair value of the non-current debt approximates the amortized cost as the interest rates reflect the estimated market
rates.

RISK MANAGEMENT
Foreign currency exchangerisk

The Company is exposed to foreign currency risk on fluctuations in its Canadian denominated cash, accounts payable and accrued
liahilities. The net asset amount of Canadian dollars subject to foreign currency fluctuations as at December 31, 2009, was equal
to $16.3 million. Asaresult, every percentage change in the US/Canada exchange rate will affect itsincome by approximately
$0.2 million, on a per annum basis. Asat December 31, 2009, the Company al so had cash, accounts payable, and accrued
liabilities denominated in Argentinean pesos. However, these amounts are typically only held (in the case of cash) or outstanding
(in the case of accounts payable and accrued liabilities) for a short period of time so the foreign exchangerisk isminimal. The
Company does not use derivative instruments to mitigate such risks.

Interest raterisk

Interest rate risk istherisk that the fair value or future cash flows of afinancial instrument will fluctuate because of changesin
market interest rates. As at December 31, 2009, the Company had an outstanding balance of $31.9 million under the Project Loan
Payable, plus accrued interest. The Project L oan Payable consists of two loans which bear fixed interest at arate of LIBOR plus
2.5% as of the inception of the loan (7.86% on $9.8 million and 8.21% on $22.1 million). As the terms on the Project Loan
Receivable are the same as the terms of the Project Loan Payable there is no interest rate risk.

Credit risk
Credit risk isthe risk of financial loss to the Company if a counterparty to afinancial instrument fails to meet its contractual
obligations. Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash and cash

equivalents, and the Project Loan Receivable and interest due thereon.

The Company’s cash and cash eguivalents consist of deposit instruments that are held with major financia institutionsin Canada
and are not considered a material credit risk to the Company. The Company a so
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Credit risk - continued

holds US dollarsin an account at a United States financial institution and pesosin an international bank in Argentina. Funds held
in the US and Argentina are held for the purposes of meeting existing accounts payable and current payroll. The credit risk of
cash and cash equivalents held outside of Canadais not considered a material credit risk to the Company.

Management has determined that the credit risk associated with the Project Loan Receivable is mitigated by positive cash flows
anticipated from M SC, fregquent receipt of financial information regarding the operations of MSC, MSC’ s proven and probable
reserve report, the present value of silver and gold, and financial support by its majority shareholder, Hochschild. Moreover, the
Project Loan Receivable will not be collected until the Project Loan Payable is paid, and the Project Loan Payable will only be
paid if the Project Loan Receivableisalso paid. Management does not believe that the Project L oan Payable and Project Loan
Receivable present significant credit risk, however, should MSC be unable to settle amounts due, the impact on the Company
could be significant. The maximum exposure to aloss arising from the Project L oan Receivable is equal to itstotal carrying value
on the balance sheet. The Company has not used derivative instruments to mitigate such risks associated with credit risk.

Liquidity risk

The Company’ s approach to managing the liquidity risk is to provide reasonable assurance that it can provide sufficient capital to
meet liabilities when due. The Company’ s ability to settle short-term and long-term liabilities when due is dependent on future
liquidity from capital sources or positive cash flows from its projects. At December 31, 2009, the Company’ s accounts payables
and accrued liabilities were approximately $2.7 million all of which are due for payment within normal terms of trade whichiis
generaly 30 to 60 days. The Company regularly reviews its receivable balances and follows up on amounts past due. Should
sufficient cash not be available to settle liahilities, the Company also relies on equity, third-party and related party financing to
manage its liquidity and the settlement of liabilities. The Company has not used any derivative or other financial instruments to
mitigate this risk.

Commodity pricerisk

The Company’s profitability depends on metal prices for gold and silver and, if other projects enter into production, on copper
prices and other base metals. Gold, silver and copper prices are affected by numerous factors such as the sale or purchase of gold
and silver by various central banks and financial ingtitutions, interest rates, exchange rates, inflation or deflation, fluctuationsin
the value of the US dollar and foreign currencies, global and regional supply and demand, and political and economic conditions
of major gold, silver and copper-producing countries throughout the world. The Company has not and may not be able to hedge
in respect of gold and silver sales arising from its equity investment in MSC, nor does MSC hedge its sales. In the event that the
Company’ s other projects enter into production and revenue contracts are entered into in respect of other commaodities and base
metal's, including copper, the Company will reconsider the relative merits of entering into commodity price hedges.
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12. INCOME TAXES

The tax effects of the temporary differences that give rise to the Company’s future tax assets and liabilities are as follows:

2008

2009 (restated Note 2(a))
Net operating losses $ 3,426,000 $ 2,605,000
Capital losses 918,000 1,097,000
Equipment 4,000 2,000
Undeducted financing costs 719,000 539,000
Deferred exploration costs (376,000) (106,000)
Investment in Minera Santa Cruz (2,176,000) 1,847,250
Argentina deferal of interest expense 2,366,000 —
Valuation allowance (4,881,000) (5,984,250)
Future tax assets (liabilities) $ — —

The provision for income taxes differ from the amount established using the statutory income tax rate of 33.00% (2008 -
33.50%) asfollows:

2008
2009 (restated Note 2(a))

Income benefit at Canadian statutory rate $ 822,000 $ (1,214,250)
Foreign income taxes at other than Canadian statutory rate (275,000) 138,000
Non-deductible equity pickup 1,000 —
Permanent difference (641,000) 1,607,625
Non-deductible stock option compensation 65,000 221,000
Benefit of previously unrecognized tax pools — (2,004,000)
Effect of statutory tax rate change (570,770) 385,000
Decrease in valuation allowance (1,103,250) (2,228,375)
Expiry of tax losses and other 2,819,000 2,606,000
Unrealized foreign exchange differences (1,747,000) —
FX (gains) losses on revaluation on future income tax balances (182,000) 664,000
Other (810,750) (175,000)
Future income tax recovery $  (1622770) $ —

The Company’s future tax assets include approximately $0.7 million (2008: $0.5 million) related to deductions for share issue
costs in excess of amounts deducted for financial reporting purposes. If and when the valuation allowance related to these
amountsis reversed, the Company will recognize this benefit as an adjustment to share capital as opposed to income tax expense
in the Statement of Operations.
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12. INCOME TAXES — continued

The valuation allowance as at December 31, 2009 decreased by $1.1 million (December 31, 2008 - increased by $0.7 million),
representing the tax effect of the investment in Minera Santa Cruz and loss carry forwards. The Company evaluates its valuation
allowance requirements based on projected future operations. When circumstances change and this causes a change in
management’ s judgment about the recoverability of future tax assets, the impact of the change on the valuation allowanceis
reflected in current income. As management of the Company does not currently believe that it is more likely than not that the
Company will receive the benefit of this asset, a valuation allowance equal to the future tax asset has been established at both
December 31, 2009 and December 31, 2008.

As at December 31, 2009, the Company has estimated net operating loss carry-forwards available to reduce taxable income in
future years asfollows:

Country Amount Expiration Dates
Argentina $ 9,220,266 2010 - 2014 and beyond
Canada $ 795,941 2010 - 2014

These consolidated financial statements do not reflect the potential effect on future income taxes of the application of these losses.
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SUBSEQUENT EVENTS

On March 17, 2010, the Company received a Summons and Complaint in connection with alawsuit commenced by affiliates of
Hochschild Mining plc against MAI and asubsidiary in the State of New Y ork.

The lawsuit pertains to the project finance loans made by Hochschild to MSC, as disclosed in Note 5. Hochschild, among other
claims, claims the Company refused to sign formal project loan documentation and caused undue delay of the same. Hochschild
has demanded that the Court order Minera Andes to sign formal loan documents for the project finance loans, prevent Minera
Andes from interfering with the making of payments by Minera Santa Cruz in relation to the project finance loans, require Minera
Andes to repay to Hochschild the benefits that Minera Andes has received from the project finance loans and establish the priority
of other shareholder loans owed by Minera Santa Cruz to Hochschild and Minera Andes.

The Company isreviewing in detail the claim by Hochschild with itslegal advisors and will respond accordingly. Thislawsuit
does not impact the Company’ s financial statements for the year ended December 31, 2009. At thistime, the Company is not able
to estimate the impact of this claim for future periods.

COMPARATIVE FIGURES

Certain financial statement line items from prior periods have been reclassified to conform with the current year’ s presentation.
These reclassifications had no effect on the net loss and accumulated deficit as previously reported.
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MINERA ANDESINC.
MANAGEMENT’SDISCUSSION AND ANALYSISOF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion and analysis of financial condition and results of operations (“MD&A”) is prepared as of March 29, 2010, and should
be read in conjunction with our audited consolidated financial statements and notes thereto for the years ended December 31, 2009,
and December 31, 2008, which have been prepared in accordance with Canadian Generally Accepted Accounting Principles
(“GAAP") in Canada. Differencesfrom United States Generally Accepted Accounting Principles (“U.S. GAAP”) are described in
Note 13 to the audited consolidated financial statements. These statements, along with additional information relating to Minera
Andes Inc., including our Annual Information Form for the year ended December 31, 2009, are available on SEDAR at
www.sedar.com and on the United States Securities and Exchange Commission (“SEC”)'s EDGAR system at www.sec.gov. All
amountsin thisMD&A arein U.S. dollars unless otherwise indicated. Canadian dollars are shown as C$.

Unless the context otherwise requires or it is otherwise stated, referencesin thisMD&A to “Minera Andes’ the “ Company” or “we”
or “us’ arereferencesto Minera Andes Inc. (“MAI") and its subsidiaries.

Cautionary Noteto U.S. Investors— Information Concerning Prepar ation of Resour ce and Reserve Estimates

The terms “mineral reserve”, “proven minera reserve’ and “probable mineral reserve” are Canadian mining terms defined in
accordance with National Instrument 43-101 — “ Standards of Disclosure for Minera Projects’ (“NI 43-101") and by the Canadian
Ingtitute of Mining, Metallurgy and Petroleum (the “CIM”) in the CIM Standards on Mineral Resources and Mineral Reserves,
adopted by the CIM Council, as the same may be amended from time to time by the CIM.

The definitions of proven and probable reserves used in NI 43-101 differ from the definitions in the SEC Industry Guide 7. Under
SEC Industry Guide 7 standards, a“Final” or “Bankable’ feasibility study is required to report reserves, the three-year historical
average precious metals prices are used in any reserve or cash flow analysis to designate reserves and the primary environmental
analysis or report must be filed with the appropriate governmental authority.

In addition, the terms “mineral resource”, “measured mineral resource”, “indicated mineral resource” and “inferred mineral resource”
are defined in and required to be disclosed by NI 43-101; however, these terms are not defined terms under SEC Industry Guide 7 and
normally are not permitted to be used in reports and registration statements filed with the SEC. Investors are cautioned not to assume
that any part or al of the mineral depositsin these categories will ever be converted into reserves. “Inferred mineral resources’” have a
great amount of uncertainty asto their existence, and great uncertainty as to their economic and legal feasibility. It cannot be assumed
that all or any part of an inferred mineral resource will ever be upgraded to a higher category.

Accordingly, information contained in this MD& A containing descriptions of our mineral deposits may not be comparable to similar
information made public by U.S. companies subject to the reporting and disclosure requirements under U.S. federal securities laws
and the rules and regul ations thereunder.

Overview

Minera Andes Inc. was formed upon the amalgamation of Scotia Prime Minerals, Incorporated, and Minera Andes Inc., pursuant to
the Business Companys Act (Alberta) on November 6, 1995. Commencing on February 7, 2007, Minera Andes was listed on the
Toronto Stock Exchange (“TSX") (symbol: MAL). Prior to February 7, 2007, Minera Andes was listed on the TSX Venture Exchange
having initially been listed




thereon on December 20, 1995. MAI’s common shares are also quoted on the National Association of Securities Dealers, Over-the-
Counter Bulletin Board, “NASD OTC Bulletin Board” (symbol: MNEAF).

Our head officeis located at 99 George St, 3rd Floor, Toronto, Ontario, M5A 2N4, and our principal business addressis Coronel
Moldes 837/820, (5500) Mendoza, Argentina. Our registered address for service is 7415B 35th Ave. N.W., Calgary, Alberta, T3B 1T4
Canada.

The principal business of Minera Andesis the exploration and development of mineral propertieslocated primarily in the Republic of
Argentinawith afocus on gold, silver and copper mineralized targets. We carry on our business by acquiring, exploring and
evaluating mineral properties through our ongoing exploration program. Following exploration, we either seek to develop on our own
or enter joint ventures to further devel op these properties or dispose of them if they do not meet our requirements. Our investment
income or losses, as the case may be, consist of our 49% share of the net profit or net loss of the operations of the San José Mine,
owned by Minera Santa Cruz S.A. (“MSC”) and accounted for on an equity basis.

We currently hold mineral rights and applications for mineral rights covering approximately 304,221 acres (123,133 hectares) in
Argentina. Our principal assets currently consist of:

() ad9% interest in MSC, which holdstitle to the San José Mine, an operating silver and gold mine, which covers 50,491 hectares
and is not included in the acres noted above; and

(i) a100% interest in mineral properties comprising our Los Azules Project, a porphyry copper project.

(iii) aportfolio of exploration properties in the prospective Deseado Massif region of Southern Argentina (in the Argentinean
provinces of San Juan, Santa Cruz, and Chubut).

Highlights — Fourth Quarter and the full year 2009
The San José Mine

The mine produced 1,032,000 ounces of silver and 19,960 ounces of gold in the fourth quarter of 2009 compared with 1,329,000
ounces of silver and 22,470 ounces of gold in the fourth quarter 2008. This represents production decreases of 22% and 11%,
respectively, which is primarily attributable to the 23 days of lost mill production due to local strikes in the fourth quarter. For the full
year 2009, the San José mine produced approximately 5,000,000 ounces of silver and 77,070 ounces of gold. Major milestones were
achieved at the San José Mine when the Kospi vein was finally brought into production at the end of June 2009 and the expanded
production rate of 1,500 tonnes per day was reached. Other notable achievements during 2009 included the connection of the power
line to the national power grid, construction and commissioning of asmall Merrill Crowe plant to capture silver contained in the
electrowinning circuit in the mill, and Level 4 DNV (Det Norske Veritas) industrial safety certification.

Los Azules Copper Project

The Los Azules Copper Project is an advanced-stage exploration project located in San Juan Province, Argentina (“Los Azules’). The
project was previously subject to an Option Agreement dated November 2, 2007 between the Company and Xstrata Copper.

However, on October 1, 2009 X strata decided not to exercise its one-time right to back-in to a 51% interest in the project, and it
subsequently transferred its properties associated with the project to an Argentine subsidiary of the Company. Consequently, Xstrata
no longer retains any ownership in or rights with respect to the project and Minera Andes, through awholly owned subsidiary, now
owns 100% of the Project. Also in the fourth quarter, the Company established a
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seasonal field camp at the Los Azules site to support adrilling campaign during the 2009-2010 field season which will close in mid- to
late-April 2010.

Corporate

During the year, we completed two significant financings which allowed us to meet a cash call request from MSC, repay our bank
loan, and fund our exploration and development program through the end of 2010. We raised C$40 million in February 2009 as a
result of a private placement with our Chairman, Mr. Robert R. McEwen (“McEwen Financing”), for 40 million common shares at a
price of C$1.00 per share and closed a short form prospectus equity offering in August, 2009, whereby a syndicate of underwriters
purchased for resale to the public 30,705,000 units, each unit priced at C$0.75 consisting of one common share and one half of a
warrant to buy one common share at a price of C$1.25 per unit (“the Offering”), on a“bought deal” basis, which raised net proceeds
C$21.5 million.

Overall Performance

For the year ended December 31, 2009, net income was $4.1 million ($0.02 per share basic and diluted) compared to a net loss of $4.0
million ($0.02 per share) for the year ended December 31, 2008.

This increase was primarily due to an increase in the income recorded on our investment in MSC from $4.7 million in 2008 to $9.3
million and an income tax recovery of $1.6 million in 2009. In addition, total expensesin 2009 declined by $1.8 million. Thiswasa
result of:

e adecreasein interest and accretion expense of $1.7 million as our bank loan was repaid during the first quarter of 2009

e apositive changein the foreign currency exchange of $1.6 million due to the strengthening Canadian dollar, partialy
offset by:

e a%$0.4 million increasein professional fees due to increased use of geological consultants

e a%$0.3 million increasein general and administrative expenses due to increasesin legal, audit and accounting fees
and the relocation of the corporate office to Toronto, Canada from Spokane, Washington

e a%$0.3 million increase in wages and benefits, due to $0.8 million in severance payments and partially offset by
reduced headcount and our new CEQO not receiving any salary

Results of Operations- MSC

The following discussion is related only to MSC, which the Company owns 49% of and is accounted for using the equity method. The
following table sets out the operating cash costs of the San José Mine for 2009 and 2008 on a quarterly and annual (100%) basis.
Minera Andes considers “commercial production” to have started as of January 1, 2008.
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Year Year
2009 Q4 2009 Q3 2009 Q2 2009 Q12009 Year 2008 Q42008 Q32008 Q2 2008 Q12008 2007

Tonnes processed ('000) 461 100 122 119 119 296 108 68 61 60 93
Ounces gold produced ('000) Y 20 22 18 17 54 17 12 12 12 15
Ounces silver produced ('000) 4,998 1,032 1,402 1,265 1,299 4,380 1,329 990 1,093 968 958
Total Operating cash cost (‘000%$) 51,333 13,189 13,549 12,376 12,219 48,503 16,987 12,070 10,728 8,719 18,105
Op.cash cost/tonne ($/t) 119 139 113 113 112 166 157 179 177 146 195
Operating cash cost/oz Au ($/0z) (See pg 5) 343 368 313 335 357 375 494 404 322 286 542
Operating cash cost/oz Ag ($/0z) (See pg 5) 5.08 5.84 4.75 5.00 4.99 6.42 6.32 7.16 6.16 5.45 10.43
Production

During 2009, ore production at the San José Mine increased to 460,972 tonnes compared to 295,964 tonnes in 2008, a 56% increase.
Silver production was 4,998,000 ounces in 2009, compared to 4,380,000 ounces in the 2008 and gold production was 77,070 ounces in
2009 compared to 54,260 ounces in 2008. On a percentage basis, silver production was 14% higher and gold production was 42%
higher (see non-GAAP measures, page 18).

2009 operations at the San José Mine were impacted by labour unrest during the second, third and fourth quarter. A total of 23 days
of milling operations were lost during the year due to work stoppages. The stoppages arose from a dispute between two different
unions regarding representation of certain workers at the mine, and they were not focused on MSC, which operates the mine. A total
of 25 workers were terminated as a result of the labour actions. Operations resumed in October 2009, and operations have since
returned to normal.

Theincrease in silver and gold production during 2009 compared to 2008 was due to the increased processed tonnage, partially offset
by alower head grade and the strike. In June 2009, the Kospi vein was brought into production and the expanded production rate of
1,500 tonnes per day was reached

Sales

Net proceeds realized by MSC from the sale of silver and gold for the 2009 financial year totaled $147.1 million as compared to
$111.2 million for the 2008 Financial Year.

Ounces (thousands)
US$ million 2009 2008
Sales 2009 2008 Ag Au Ag Au
Q1 211 9.9 838 11 323 5
Q2 41.0 63.2 1,709 22 2,284 29
Q3 46.1 185 1,536 25 846 10
Q4 38.9 19.6 989 19 1,135 14
Total 147.1 111.2 5,072 77 4,588 58

Sales in 2009 were higher than in 2008 due to a combination of increased production as discussed above and higher realized metal
prices for both gold and silver.




The average weighted gross sale price for silver sold in 2009 was $14.83 per ounce, an increase of 4% compared to the average price
of $14.25 per ounce received in 2008. The average weighted gross sale price for gold sold in 2009 was $1,002 per ounce, an increase
of 16%, compared to the average price of $865 per ounce realized in 2008. In comparison, the average London P.M. fix price for
silver was $14.67 per ounce for 2009 compared to $14.99 per ounce for 2008, a 2% decrease. The average London P.M. fix price for
gold was $972 per ounce in 2009 compared to $872 per ounce in 2008, an 11% increase.

The average weighted gross sale price for silver sold in the fourth quarter of 2009 was $17.72 per ounce, an increase of 93% compared
to the average price of $9.20 per ounce received in the fourth quarter 2008. The average weighted gross sale price for gold sold in the
fourth quarter 2009 was $1,175 per ounce, an increase of 50%, compared to the average price of $783 per ounce realized in the fourth
quarter 2008.

Operating Costs

The terms operating cash cost or production cash costs used in this section are for the reporting of the MSC operations only, and they
are considered to be non-GAAP measures (see non-GAAP measures, page 18). Total operating cash costs were $13.2 million for the
fourth quarter of 2009. Operating cash costs consist of geology, mining, processing plant, general and administration and royalty
costs. Operating cash costs include royalties, refining and treatment charges and sales costs applied to doré but do not include
refining, treatment charges and sales costs applied to concentrates or export taxes which some mining companiesincludein
accordance with the Gold Institute Standard for calculating cash costs. We have provided a reconciliation between the two methods.
Depreciation is excluded in operating cash costs.

Gold 2009 4009 3009 2009 1Q09 2008 4008 3008 2008 1Q08
Co-product cash cost - Au - MAI’'s

M ethodology $ 343 $ 368 $ 313 $ 3B $ 3B7 $ 375$ 494 $ 404 $ 322 $ 284
Commercial Discounts 90 92 101 87 29 22 35 18 9 27
Selling Expenses (includes Export Taxes) 81 92 85 75 92 55 58 54 44 65
Co-product cash cost - Au - Gold I nstitute

Standard $ 477 $ 521 $ 450 $ 459 $ 478 $ 452 $ 587 $ 416 $ 35 $ 375
% Increase - GIS Vs. MAI 39% 42% 44% 37% 34% 21% 19% 18% 17% 32%
Silver 2009 4009 3009 2009 1Q09 2008 4008 3008 2008 1Q08
Co-product cash cost - Ag- MAI's

M ethodology $ 508 $ 584 $ 475 $ 500 $ 499 $ 642 $ 632 $ 716 $ 616 $ 545
Commercial Discounts 1.34 1.46 1.54 1.29 0.04 0.38 0.46 0.32 0.17 0.51
Selling Expenses (includes Export Taxes) 1.20 1.46 1.29 112 1.29 0.94 0.73 0.96 0.85 1.26
Co-product cash cost - Ag - Gold I nstitute

Standard $ 708 $ 828 $ 683 % 68 $ 668 $ 774 $ 751 $ 84 $ 719 $ 722
% Increase - GIS Vs. MAI 39% 42% 44% 37% 34% 21% 19% 18% 17% 32%

Average operating cash costs were $139 per tonne of processed ore for the fourth quarter 2009. On a per ounce co-product basis the
average operating cash cost was $368 per ounce of gold and $5.84 per ounce of silver. Co-product operating cash costs are calculated
by dividing the respective proportionate share of the total costs for each metal for the period by the ounces of each respective metal
produced. The proportionate




share of the total costsis calculated by multiplying the total operating cash costs by the percentage of total production value that the
respective metal represents. As explained above, approximately 45% of the value of the fourth quarter 2009 production was derived
from silver and 55% was derived from gold.

In comparison to the same quarter of 2008, the fourth quarter 2009 cash cost per ounce of silver decreased 8%, mainly due to
productivity gains derived from the economies of scale benefits associated with the mine and plant expansions and by a change in the
production mix (silver represented 49% of the total production value in the fourth quarter of 2008 versus 45% in the fourth quarter
2009), al of which was partially offset by the lower grade milled.

During the fourth quarter 2009, the cash cost per ounce of gold decreased by 26% compared to the same period in 2008, mainly due to
productivity gains derived from the economics of scale benefits associated with the mine and plant expansions, partially offset by a
change in the production mix (gold represented 51% of the total production value in fourth quarter 2008 versus 55% in the fourth
quarter 2009).

For the year ended December 31, 2009, the average operating cash costs were $119 per tonne of processed ore. On a per ounce co-
product basis, the average operating cost was $343 per ounce of gold and $5.08 per ounce of silver. Approximately 49% of the value
of 2009 production was derived from silver and 51% was derived from gold.

Total operating cash costsin 2009 were at dlightly higher levels compared to 2008 mainly due to the increased production, partially
offset by efficiencies derived from the higher production scale and by lower energy costs. Cash cost per tonne decreased, in
comparison to 2008, due to the higher level of tonnes extracted from the mine and processed at the plant.

Cash cost per ounce of silver, on aco-product basis, decreased 21% in 2009 compared to 2008 mainly explained by productivity gains
derived from the economies of scale associated with the mine and plant expansions, partialy offset by lower grade milled. Also, there
was a change in the production mix (silver represented a 49% of the total production value in 2009 versus a 58% in 2008). As aresult,
alower portion of the total cash costs was attributed to the ounces of silver produced.

Cash cost per ounce of gold, on a co-product basis, decreased by 9% in 2009 compared to 2008 mainly explained by productivity
gains derived from the economies of scale associated with the mine and plant expansions, partially offset by slightly lower grade
milled. Also, there was a change in the production mix (gold represented 51% of the total production value in 2009 versus 42% in
2008). As aresult, a higher portion of the total cash costs were attributed to the ounces of gold produced.

Other Developments at the San José Mine

In March 2009, the San José processing facility was connected to the national power grid through the construction of a 130 kilometre
132 kV electric transmission line, approximately four months behind schedule at a capital cost approximately 70% over budget. The
existing diesel generators remain on site for back-up power supply.

MSC has purchased the equipment necessary to expand the concentrate |eaching and electrowinning circuit in the processing plant so
that 100% of the concentrates produced by the operation can be converted to doré on site. The engineering process was completed
during the fourth quarter of 2009. However, construction of the project has been suspended due to the high capital costs required to
complete the expansion and also because of improvements in the market conditions for concentrates. Construction and commissioning
of asmall Merrill Crowe plant to capture silver contained in the electrowinning circuit in the mill was completed
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during the first quarter of 2009, and Level 4 DNV (Det Norske Veritas) industrial safety certification was achieved during the year.

From an exploration standpoint, approximately 24,700 metres of core drilling totaling 104 drill holes were completed during 2009 at
the San José Mine. Drilling focused primarily on the Frea, Odin and Ayelén veins and consisted of infill and step-out drilling. Drilling
was also carried out on the Ramal Ayelén, Huevos Verdes Oeste veins and the Cerro Portugués, Cerro Alto and Sorpresa areasto
explore for new resources.

Investment in MSC

The following table shows the reconciliation of MSC'’s net income as reported under Canadian GAAP (unaudited) compared to the
equity pickup that is reported on our financial statements:

Year Ended
December 31,
December 31, 2008
2009 (restated)

Summary of MSC’ s financial information from operations:

Sdes $ 147,103,219 $ 111,255,558

Net income - MSC 13,511,735 4,010,689

Minera Andes Inc. portion (MALI) - 49% 6,620,750 1,965,238

Equity adjustments:

Interest expensed by MSC and included in the equity method pickup, net of

income taxes 2,645,555 2,652,813

Amortization of pre 2008 capitalized interest on MSC loans 1,320,992 798,000

Income on Investment in MSC 10,587,297 5,416,051

Less amortization of MAI deferred capitalized costs (1,238,674) (720,000)
Net income on investment in MSC $ 9348623 $ 4,696,051
LosAzules

As of December 31, 2009, the Company has expended atotal of $15.1 million on exploration activities at the Los Azules Project and
on the preparation of a preliminary assessment/scoping study. Of thistotal, $1.8 million was spent during 2009, principally on
geological analysis and in establishing a seasonal field camp at the Los Azules site to support adrilling campaign for the upcoming
2009-2010 field season. These costs were capitalized in mineral properties and deferred exploration.

Two diamond drills arrived at the Project in December and initiated drilling. A third diamond drill arrived the first week of

January 2010. Drilling will continue until the field season closes in mid-to late-April. The objective of the drilling program isto
expand the known limits of the mineralization, look for extensions of high-grade mineralization, and to increase the confidence level
of the current inferred resource. The Company plansto drill approximately 8,800 meters during the field season. More geological
mapping and geophysical work will be conducted during the field season to target possible extensions of the mineralization. Planning
and organization for a preliminary feasibility study also commenced during the fourth quarter of 2009.
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Financial Highlights
Bank Loan

The Bank Loan of $17.5 million outstanding at the beginning of the year was paid in full in March 2009, which included the
accumulated amortization of the accretion of the debt discount of $3.0 million to the repayment date and $0.6 million of accretion on
the early settlement of debt.

Shareholders' Equity
In 2009, shareholders’ equity increased by $55 million mainly due to two separate financing events.

In February 2009, the issuance of 40,000,000 shares pursuant to the McEwen Financing, raised gross proceeds of $32 million (C$40
million).

On August 19, the Company announced the issuance 26,700,000 units, on a “bought deal” basis, at a price of C$0.75 per unit (the
“Offering”) equivalent to C$20 million ($18.3 million). In addition, the Company agreed to grant the Lead Underwriter an option (the
“Qver-Allotment Option”) to purchase additional units of Minera Andes to raise additional gross proceeds of up to 15% of the
Offering (4,005,000 units), on the same terms and conditions as the Offering, exercisable any time, in whole or in part, up to 48 hours
prior to the closing date of the Offering. The Over-Allotment Option was exercised in full and the total gross proceedsto Minera
Andes were C$23 million ($21.0 million). Each unit consisted of one (1) common share and one half of one common share purchase
warrant, each whole warrant is exercisable at C$1.25 for aperiod of 5 years after closing. In the event that the volume weighted
average trading price of the Company’s common shares on the TSX (or such other stock exchange or quotation system on which the
Company’s shares are listed and where a mgjority of the trading volume occurs), for a period of 20 consecutive trading days exceeds
C$2.50, the Company may, within five days after such an event, provide notice to the warrant holders of early expiry and thereafter,
the warrants will expire on the date which is 30 days after the date of the notice to the warrant holders.

Summary of Quarterly Results- MAI

December September June 30, March 31,
Quarter December September June March 31, 2008 30, 2008 2008 2008
Ended 31, 2009 30, 2009 30, 2009 31, 2009 (restated) (restated) (restated) (restated)
Net income (loss) $ 2440,736 $ 5145137 $ 919,040 $(4,390,141) $(9,116,684) $ (3,003,149) $ 9.424,635 $ (1,280,276)
Net income (l0ss) per share:
Basic $ 001 $ 002 $ 001 $ 0.02) $ (0.05) $ 0.01) $ 005 $ (0.01)
Diluted $ 001 $ 002 $ 001 $ 0.02) $ (0.05) $ 0.01) $ 005 $ (0.01)

The changesin the quarterly net income or loss are primarily aresult of the change in the reported quarterly income or loss from
MSC. Although the mine entered commercial production at the beginning of 2008, reporting income has been inconsistent due to
sales commencing in second quarter 2008 after a significant inventory buildup following the mine commencing operations in 2007.
This heavily weighted period was then followed by quarterly sales levels which reflected the normal 3 month production periodsin
2008.




More recently, net income for the fourth quarter of 2009 was significantly lower than the third quarter of 2009 due to work
stoppages which continued after commencing in the third quarter of 2009.

Theincrease in net income for the full year of 2009 compared to 2008 is a result of increased sales which is attributable to the
increased processing capacity and improved power supply which both came into effect at the beginning of 2009 offset by the various
work stoppages during 20009.

Liquidity and Capital Resour ces

Asat December 31, 2009, the Company had an accumulated deficit of $44.0 million and working capital of $16.4 million (compared
with a$48.1 million deficit and $27.2 million negative working capital, in 2008). At December 31, 2009, Minera Andes had cash and
cash equivalents of $18.9 million, compared to cash and cash equivalents of $3.4 million as of December 31, 2008. Project financing
for the San José Mine has been provided pursuant to the Project Loan Letter Agreement between Minera Andes, MSC and by
assignment, the Hochschild Lender. The entire amount available ($65 million) under the Project Loan letter Agreement has been
advanced, of which the Company’s share is $31.9 million.

The operation of the San José Mine is subject to a number of risks, including the risk that the price of gold and silver may decline. If,
and to the extent that cash from operationsisinsufficient for any reason including cost-overruns and/or lower than expected sales or
production, additional investment by the shareholders of M SC (including the Company) may be required. As aresult, there can be no
assurance that cash from operations at the San José Mine will be sufficient for these purposes, that additional cash callswill not be
made or that the Company will be able to satisfy any such cash call, as and when required.

With the exception of itsinterest in the San José Mine, the Company isin the process of exploring its other properties and has not yet
determined whether these properties, other than the San José Mine, contain reserves that are economically recoverable, although an
independent positive Preliminary Economic A ssessment was completed in March 2009 on the Los Azules property, which isan
advanced stage exploration project. The amounts shown on the Company’s balance sheet as mineral properties and deferred
exploration costs represent net costs incurred to date, less amounts recovered from third parties and/or written off, and do not
necessarily represent present or future values. The recoverability of amounts shown on the balance sheet for mineral properties and
deferred exploration costs depend upon the existence of economically recoverable reserves, securing and maintaining title and
beneficial interest in the properties, obtaining the financing required to explore and develop the properties, entering into agreements
with others to explore and devel op the mineral properties, and upon future profitable production or proceeds from disposition of the
mineral properties. In the future, the Company’s ability to continue its exploration activities, if any, will depend in part on the
Company’s ability to generate material revenues or to obtain financing through issuance of equity securities, debt financing, joint
venture arrangements or other means.

The Company has been successful in funding the repayment of its debt obligations and working capital requirements through the
issuance of stock for gross proceeds of a C$40 million private placement and the C$23 million common share offering. The Company
is currently investigating all financing options available to it in order to raise sufficient amounts, in the short term and the long term, to
maintain the Company’ s ability to meet its planned growth and to fund its development and exploration activities. Although we have
been successful in securing financing in the past, current global financial conditions, including volatility in the prices for all
commodities, combined with our current financing condition may make it difficult for us to secure the required financing on
reasonable terms, if at al. If the Company would be unable to meet its ongoing obligations on atimely basis, it could result in the loss
or substantial dilution of the Company’sinterestsin its properties.




There is no assurance that the Company will be successful in these financing activities. Our ability to continue in operation is
dependent on our ability to receive cash flow from operations and/or secure financing. If the Company does not receive cash flow
from operations or secure financing, there would be doubt about our ability to continue as a going concern. The Company’s financial
statements do not include the adjustments that would be necessary should the Company be unable to continue as a going concern.

As of December 31, 2009, the amount outstanding under the Project Loan Payable and the Project Loan Receivable is $31.9 million,
plus accrued interest. The Company’s contractual obligations as at December 31, 2009 are as follows:

Payments Due by Period Ending

Contractual Obligations Total 31-Dec-10 31-Dec-11 31-Dec-12 31-Dec-13
Long-Term Debt - Project Loan Payable (1) $ 31,850,000 Nil $ 10,616,667 $ 10,616,667 $ 10,616,667
Project loan interest payable (1) 7,599,982 7,599,982 Nil Nil Nil
Operating Lease Obligations (2) 41,136 36,781 4,355 Nil Nil
Purchase Obligations (3) 180,000 180,000 Nil Nil Nil
Capital Lease Obligations Nil Nil Nil Nil Nil
Other Long-Term Liabilities Nil Nil Nil Nil Nil
Total $32071,136 $ 216,781 $ 10,621,022 $ 10,616,667 $ 10,616,667
Notes:

(D] The Company’ s obligations under the Project Loan Payable are offset by corresponding obligations under the Project Loan
Receivable, including repayment and interest. Terms of payment have not yet been finalized and interest accrues but is not
payable until the terms are finalized.

2 Consists of various lease agreements for office and storage space in Spokane, United States, Vancouver, Canada and
Mendoza, Argentina.

€©)] Management Services Agreement with 2083089 Ontario Inc. for office operating costs.

In addition, on December 2, 2003, the Company signed an agreement that obligatesit to pay N.A. Degerstrom, Inc. (the vendor of the
origina exploration properties), aroyalty of $250,000, if any of the properties owned at the date of signing the agreement, other than
the properties comprising the San José Mine, meet certain conditions such as bankable feasibility or commercial production prior to
December 2, 2013. Asat March 29, 2010, no payments are required to be made under this agreement.

The operation of the San José Mine is subject to a number of risks, including the risk that the price of gold and silver may decline and
that production is less than expected. Although M SC has advised the Company that going forward it expects that cash from operations
will provide sufficient funds to finance operating costs and capital expenditures at the San José Mine, there remains arisk that should
cash from operations be insufficient for any reason including cost-overruns and/or lower than expected sales or production, additional
investment by the shareholders of MSC (including the Company) may be required to finance future operations and capital investments
at the San José Mine.
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Outstanding Share Data

Our outstanding share data, as of March 29, 2010, is set out below:

Number Expiry Date of Convertible
Classand Series of Security Qutstanding Valuein US$ Securities Relevant Terms
Common shares 264,741,621
Stock options Various (December 28, 2010to  Exercisable for one common share
6,515,000 $ 7,849,281 September 30, 2014) each at C$0.31 to C$1.73
Purchase warrants August 19,2014 Exercisable for one common share
15,352,500 $18,659,045 each at C$1.25

Financial Instruments

During the year ended December 31, 2009, the Company retired its bank indebtedness and has no long term debt outstanding other
than the project loan payable as discussed previously. The Company believesits capital structure is appropriate to ensure sufficient
liquidity to meet the needs of the business. The Company has not executed any derivative financial instruments to manage the risks
associated with its operations and, therefore, in the normal course of business the Company isinherently exposed to a number of risks
related to changes in foreign currency exchange rates, interest rates, credit risk, liquidity risk and commaodity price fluctuations.

The Company holds certain financial instruments such as cash and cash equivalents, receivables, the Project Loan Receivable, the
Project Loan Payable and related interest receivable and payable, accounts payable and accruals, bank loan and related party payable.
All financial instruments are classified into one of five categories: held-for-trading, held-to-maturity investments, loans and
receivables, available-for-sale financial assets or other financial liabilities. All financial instruments are recorded in the balance sheet
either at fair value or at amortized cost. Subsegquent measurement and changesin fair value will depend on their initial classification,
asfollows:

. Held-for-trading financial assets are measured at fair value and changesin fair value are recognized in net earnings.

. Available-for-sale financial instruments are measured at fair value with changein fair value recorded in other
comprehensive income until the instrument is derecognized. The Company has classified its cash and cash equivalents as
held-for-trading.

. Receivables and project loan and interest receivable were classified as |oans and receivabl es.

. Accounts payable and accruals, project loan and interest payable, bank loan and related party payable were classified as
other financial liabilities.

The carrying value and fair value of the Company’sfinancial assets and liabilities as at December 31, 2009, and December 31, 2008,
is summarized as follows:

December 31, 2009 December 31, 2008
Carrying Value Fair Value Carrying Value Fair Value
Held-for-trading $ 18,872,312 $ 18,872,312 $ 3,409,593 $ 3,409,593
Loans and receivables $ 39500262 $ 39500262 $ 36,847,761 $ 36,847,761
Other liabilities $ 42,063,857 $ 42,063,857 $ 67,679,960 $ 67,679,960

The fair value of the cash and cash equivalents, receivables, current Project Loan interest receivable, accounts payable and accruals,
and current Project Loan interest payable, and related party payable
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approximate their fair values due to their short term nature. The fair value of the non-current debt approximates the amortized cost as
the interest rates reflect the estimated market rates.

Risk M anagement
Foreign currency exchange risk

The Company is exposed to foreign currency risk on fluctuations in our Canadian denominated cash, accounts payable and accrued
liabilities. The net asset amount of Canadian dollars subject to foreign currency fluctuations as at December 31, 2009, was $16.3
million dollars. As aresult, every percentage change in the U.S./Canada exchange rate will affect our income by approximately $0.2
million on a per annum basis. As at December 31, 2009, the Company aso had cash, accounts payable, and accrued liabilitiesin
Argentinean pesos. However, these amounts are typically only held (in the case of cash) or outstanding (in the case of accounts
payable and accrued liabilities) for a short period of time so the foreign exchange risk is minimal. The Company does not use
derivative instruments to mitigate such risks.

Interest raterisk

Interest raterisk istherisk that the fair value or future cash flows of afinancial instrument will fluctuate because of changes in market
interest rates. The Company has an outstanding balance of $31.9 million under the Project Loan Payable, plus accrued interest. The
Project Loan currently bears fixed interest at LIBOR plus 2.50% as of the inception of the loan. The interest rates are 7.86% on $9.8
million and 8.21% on $22.1 million. It has been agreed that once the definitive agreements are finalized, interest will increase to
LIBOR plus 2.85% and will be subject to interest rate fluctuations.

The termsincluding the interest rate of the Project Loan Receivable however are the same as the terms of the Project Loan Payable.
Asaresult, interest rate changes affecting the Project Loan Receivable are offset by the effect of the same fluctuations on the Project
Loan Payable.

The Company has not used any derivative instruments to mitigate interest-rate risks.
Credit risk

Credit risk isthe risk of financial loss to the Company if a counterparty to afinancial instrument fails to meet its contractual
obligations. Financial instruments that potentially subject the Company to concentrations of credit risk consist of cash and cash
equivaents, and the Project Loan Receivable and interest due thereon.

The Company’s cash and cash equivalents consist of deposit instruments that are held with major financial institutionsin Canada and
are not considered amaterial credit risk to the Company. The Company also holds U.S. dollarsin an account at a United States
financial institution and pesos in an international bank in Argentina. Funds held in the U.S. and Argentina are held for the purposes of
meeting existing accounts payable and current payroll. The credit risk of cash and cash equivalents held outside of Canadais not
considered amateria credit risk to the Company.

Management has determined that the credit risk associated with the Project Loan Receivable is mitigated by positive cash flows
anticipated from MSC, frequent receipt of financial information regarding the operations of MSC, MSC'’ s proven and probabl e reserve
report, the present value of silver and gold, and financia support by its majority shareholder, Hochschild. Moreover, the Project Loan
Receivable will not be collected until the Project Loan Payableis paid and vice versa. Management does not believe that the Project

L oan Payable and Project Loan Receivable present significant credit risks, however, should MSC be unable to settle amounts due, the
impact on the Company could be significant. The maximum exposure to a
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loss arising from Project Loan Receivable is equal toitstotal carrying value on the balance sheet. The Company has not used
derivative instruments to mitigate such risks.

Liquidity risk

The Company’ s approach to managing the liquidity risk isto provide reasonable assurance that it can provide sufficient capital to meet
liabilities when due. The Company’s ability to settle short-term and long-term liabilities when due is dependent on future liquidity
from capital sources or positive cash flows from its projects. At December 31, 2009, the Company’ s accounts payables and accrued
liabilities were $2.7 million, all of which are due for payment within normal terms of trade, which is generally 30 to 60 days. The
Company regularly reviews its receivable balances and follows up on amounts past due. Should sufficient cash not be available to
settle liabilities, the Company also relies on equity, third-party and related party financing to manage its liquidity and the settlement of
liabilities. The Company has not used any derivative or other financial instruments to mitigate this risk.

Commodity price risk

The Company’s profitability depends on metal prices for gold and silver and, if other projects enter into production, on copper prices
and other base metals. Gold, silver and copper prices are affected by numerous factors such as the sale or purchase of gold and silver
by various central banks and financial institutions, interest rates, exchange rates, inflation or deflation, fluctuations in the value of the
U.S. dollar and foreign currencies, global and regional supply and demand, and political and economic conditions of magjor gold, silver
and copper-producing countries throughout the world.

The Company does not hedge its exposure to gold and silver sales arising from its equity investment in MSC, and M SC does not
hedge its sales. In the event that one of the Company’ s exploration projects entersinto production and revenue contracts are entered
into in respect of other commaodities and metals, the Company would be exposed to fluctuationsin the prices of those commaodities
and metals at that time.

Related Party Transactions

Aspreviously stated, under the terms of the Project Loan L etter Agreement among the Company, the Hochschild Lender and MSC,
the San José Mine has been financed by Project L oans made thereunder by the Hochschild Lender. For the purposes of CICA
Handbook section 3840, MSC is arelated party to the Company.

Asat March 29, 2010, the total principal amount of the Project Loan Receivable (owing to the Company by MSC) is $31.9 million
and the total principal amount of the Project Loan Payable (owing by the Company to the Hochschild Lender) is $31.9 million, in each
case, plus accrued interest.

On February 17, 2009, the Company entered into an amended and restated private placement agreement with Mr. McEwen in respect
of the McEwen Financing. As previously stated, pursuant to the McEwen Financing, Mr. McEwen purchased an aggregate of 40
million common shares at a purchase price of C$1.00 per share.

In connection with the McEwen Financing, Mr. McEwen was granted the right to nominate an additional two directorsto the
Company’ s board. Messrs. Richard Brissenden and Michael Stein were appointed as directors of Minera Andes on February 23, 2009,
pursuant to the exercise of thisright. In addition, the Company agreed to use all reasonable efforts to cause its board of directorsto
pass such resolutions and to take such other actions as may be required in order to maintain the number of members of the board of
directors of the Company at not more than seven.
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On February 23, 2009, Mr. McEwen was appointed Executive Chairman of Minera Andes Inc. and on June 18, 2009, Mr. McEwen
became the President and Chief Executive Officer replacing Allen V. Ambrose.

The Company pays a management service fee to arelated party, 2083089 Ontario Inc. (“208”) under the terms of a management
services agreement. 208 is a company controlled by Mr. McEwen, the chairman and chief executive officer of the Company and
beneficial owner of more than 5% of our voting securities. Mr. McEwen is also the chief executive officer and director of 208, which
provides management servicesto a number of entities in which Mr. McEwen has significant equity interests. The management service
fees cover inter-alia, rent, personnel, office expenses, and other administrative services on a cost recovery basis. During the years
ended December 31, 2009, and 2008, the Company paid $50,252 and $2,092, respectively, to 208. Mr. McEwen receives no
compensation from 208.

Outlook
General

The 2010 exploration program at San José consists of a compilation and interpretation of project data over the entire San José district,
comprising approximately 115 km(2) (28,400 acres), to identify new targets and follow up on existing targets through exploration
drilling. The drilling program, which iswell underway, totals approximately 22,000 metres consisting of 17,000 metres of surface core
drilling and 5,000 metres of underground drilling. The surface drilling is focusing on the Kospi, Ayelén, Odin, and splits off of the
Freaand Kospi veins. The underground drilling will explore for new veins by drilling from the underground access ramps. In addition
to discovering new mineralized veins, the goal of this year’s exploration program will be to replace reserves depleted during 2009 and
add to the existing resources at San José and to potentially discover new mineralized veins (new resources) on the San José property,
comprising of approximately 115 km(2) (28,400 acres).

In February 2009 the payment by the Company and Hochschild of the December 2008 Cash Call was to remedy aworking capital
deficiency at MSC existing as at December 31, 2008. MSC has since then advised the Company that going forward it expects that
cash from operations will provide sufficient funds to finance operating costs and capital expenditures at the San José Mine. If such is
not the case, the Company may be required to raise additional funds in response to an additional cash call.

At Los Azules, drilling is currently underway during the Austral summer field season that extends from December through mid-April.
The objective of the drilling program is to expand the known limits of the mineralization, look for extensions of high-grade
mineralization, and to increase the confidence level of the current inferred resource. The Company plans to drill approximately 8,800
meters of diamond drilling during the field season. More geological mapping and geophysical work is also being conducted during
the field season to target possible extensions of the mineralization. The Company plans to announce an updated resource estimate at
mid-year. Initial engineering work is underway to support a preliminary feasibility study that is scheduled to be completed by the end
of 2011. Drilling will aso continue in the 2010-2011 field season. The Company will need to raise additional financing in order to
compete the 2010-2011 drilling program and the preliminary feasibility study should it not receive any cash flow from MSC during
2010.

Subsequent Event

On March 17, 2010, the Company received a Summons and Complaint in connection with a lawsuit commenced by affiliates of
Hochschild Mining plc against MAI and asubsidiary in the State of New Y ork.
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The lawsuit pertains to the project finance loans made by Hochschild to MSC, as disclosed in Note 5 to the consolidated financial
statements. Hochschild, among other claims, claims the Company refused to sign formal project |oan documentation and caused undue
delay of the same. Hochschild has demanded that the Court order Minera Andes to sign formal loan documents for the project finance
loans, enjoin Minera Andes from interfering with the making of payments by Minera Santa Cruz in relation to the project finance
loans, require Minera Andes to repay to Hochschild the benefits that Minera Andes has received from the project finance loans and
establish the priority of other shareholder loans owed by Minera Santa Cruz to Hochschild and Minera Andes.

The Company isreviewing in detail the claim by Hochschild with its legal advisors and will respond accordingly. Thislawsuit does
not impact the Company’s financia statements for the year ended December 31, 2009. At thistime, the Company is not able to
estimate the impact of this claim.

Critical Accounting Estimates

The preparation of financial statementsin conformity with Generally Accepted Accounting Principles requires management to make a
wide variety of estimates and assumptions that affect (a) the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities as of the date of the financial statements, and (b) the reported amounts of revenues and expenses during the
reporting periods covered by the financial statements. Our management routinely makes judgments and estimates about the effect of
matters that are inherently uncertain. As the number of variables and assumptions affecting the future resolution of the uncertainties
increases, these judgments become even more subjective and complex.

The accounting policies that are most critical to the portraya of our current financial condition and results of operations are set out
below:

Investment in MSC

Our investment in MSC is accounted for using the equity method. Under this method, our share of earnings and lossesisincluded in
the statement of operations and the balance of the investment is adjusted by an equal amount. Our investment is reviewed for
impairment on an annual basis or whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. Impairment is considered to exist if the total estimated future undiscounted cash flows are less than the carrying
amount of the asset. Impairment is measured and recorded based on discounted estimated future cash flows. Future cash flows are
estimated based on expected future production, commaodity prices, operating costs and capital costs.

Mineralization and Deferred Devel opment Costs

Mineral properties consist of exploration and mining concessions, options and contracts. Acquisition and leasehold costs and
exploration costs are capitalized and deferred until such time as the property is put into production or the property is disposed of either
through sale or abandonment. If put into production, the costs of acquisition and exploration will be depreciated over the life of the
property, based on estimated economic resources and reserves. Proceeds received from the sale of any interest in a property are first
credited against the carrying value of the property, with any excess included in operations for the period. Where the Company enters
into an option agreement for the acquisition of an interest in amining property which provides for periodic payments, such amounts
are payable entirely at the Company’ s option. If a property is abandoned, the property and deferred exploration costs will be written
off to operations. On a quarterly basis, we evaluate the future recoverability of our mineral properties and deferred exploration costs.
Long-lived assets, including mineral properties and equipment are reviewed for impairment whenever events or changesin
circumstances indicate that the carrying amount of an asset may not be recoverable.
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Impairment is considered to exist if the total estimated future undiscounted cash flows are less than the carrying amount of the asset.
Impairment is measured and recorded based on discounted estimated future cash flows. Future cash flows are estimated based on
expected future production, commaodity prices, operating costs and capital costs.

Sock-Based Compensation

The Company applies the fair value method of accounting for all stock option awards. Under this method, the Company recognizes a
compensation expense for all stock options awarded to employees and non-employees based on the fair value of the options on the
date of grant, which is determined by using the Black-Scholes option pricing mode. In situations where stock options are granted in
exchange for services directly related to specific mineral properties, the expense is capitalized against the mineral property. The value
assigned to stock optionsin contributed surplusis subsequently reduced if the options are exercised and the amount so reduced is then
credited to share capital.

Project Loan Receivable and Project Loan Payable

Under the terms of the Project Loan Letter Agreement, the Company accounts for the Project Loan Receivable and Project Loan
Payable using estimates provided by MSC on a monthly basis detailing actual expenditures and associated cash flows aswell as
forecasted future cash flows. Classification between the long-term and short-term portion of the Project L oan Receivable and Project
Loan Payable are dependent on the reliability of the estimates provided to the Company by MSC. As the Company does not exert
control over the financial reporting processes of M SC these estimates are subject to material uncertainties. To the extent possible
management mitigates such uncertainty by reviewing such estimates including the appropriateness of significant assumptionsin a
timely and thorough fashion. To this end, the Company has engaged personnel in Argentinato deal directly with MSC (on site) so that
information provided by MSC can be verified immediately and directly with MSC. Significant assumptions by MSC, which affect the
Company’ s accounting for the Project Loan Receivable and Project Loan Payable, include the future price of gold and silver, capital
and operating costs, accuracy of capital budgets, interest rates and production and recovery rates. The Company uses an undiscounted
cash flow approach for the evaluation for impairment of the MSC investment. Discussions are held with management and geologists,
and based on the results to date, anticipates the value of thisinvestment being in excess of the amount capitalized.

Changesin Accounting Policiesincluding I nitial Adoption
EIC 173 —Credit Risk and Fair Value of Financial Assetsand Liabilities

In January 2009, the CICA issued Emerging Issues Committee (“EIC") Abstract 173 — Credit Risk and the Fair VValue of Financial
Assets and Financia Liabilities (“EIC-173"). EIC-173 provides guidance on how to take into account credit risk of an entity and
counterparty when determining the fair value of financial assets and financial liabilities. EIC-173 is applicable to interim and annual
financial statements for the year ended December 31, 2009, with retroactive application. Adoption of this guideline did not have any
impact on the financial statements.

Financial instruments

In June 2009, the CICA amended Handbook Section 3862 — Financial Instruments — Disclosures to include additional disclosure
requirements about fair value measurements of financial instruments and to enhance liquidity risk disclosure requirements for publicly
accountable enterprises. The amendments are applicable for the Company’ s annual consolidated financial statements for its fiscal year
ending December 31, 2009.
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In June 2009, the CICA amended Section 3855 to clarify the application of the effective interest method after a debt instrument has
been impaired and when an embedded prepayment option is separated from its host debt instrument at initial recognition for
accounting purposes. The amendments are applicable for the Company’ s interim and annual financial statements for its fiscal year
beginning January 1, 2011. Earlier adoption is permitted.

On July 1, 2009 the Company adopted amendments to Handbook Section 3855 — Financia Instruments — Recognition and
M easurement which provides additional guidance on the classification of embedded derivatives. The adoption of this amendment did
not result in amaterial impact on the Company’s consolidated financial statements.

Goodwill and Intangible Assets

In February 2008, the CICA issued Section 3064, “Goodwill and Intangible Assets’, which establishes revised standards for
recognition, measurement, presentation and disclosure of goodwill and intangible assets, other than the initial recognition of goodwill
or intangible assets acquired in a business combination. Concurrent with the introduction of this standard, the CICA withdrew EIC-27,
“Revenues and Expenses During the Pre-operating Period”. Asaresult of the withdrawal of EIC-27, companies will no longer be able
to defer costs and revenuesincurred prior to commercial production at new mine operations. The changes are effective for interim and
annual financial statements beginning January 1, 2009. The adoption of this accounting policy did not have any impact on the
Company’s consolidated financial statements for the years December 31, 2009, and 2008.

Future Accounting Changes

In January 2009, the Accounting Standards Board (AcSB) issued the following new Handbook sections: 1582 — Business
Combinations, 1601 — Consolidations, and 1602 — Non-Controlling Interests. These standards are to be applied prospectively to
business combinations for which the acquisition date is on or after the beginning of the first annual reporting period beginning on or
after January 1, 2011. The Company has not yet determined the impact of the adoption of these standards on its consolidated financial
statements.

International Financial Reporting Standards

In February 2008, the Canadian Accounting Standards Board confirmed that publicly accountable enterprises will be required to adopt
IFRS for fiscal years beginning on or after January 1, 2011, with earlier adoption permitted. Adoption of IFRS will impact the
Company’s accounting policies, information technology and data systems, internal control over financial reporting, and disclosure
controls and procedures.

In early 2009, the Company developed an IFRS project plan assigning responsibilities and outlining the proposed timing of execution
of key IFRS conversion projects. The Company’s IFRS project plan stipulates several project phases.

During the first quarter 2009, the Company commenced the scoping and planning phase of its changeover plan (“phase 1”). The
Company has designated the appropriate resources to the project to develop an effective plan and will continue to assess resource and
training requirements as the project progresses. The Company has identified the following four phases of its conversion plan: scoping
and planning, detailed assessment, operations implementation and post implementation. Phase 1 involves establishing a project
management team, mobilizing organizational support for the conversion plan, obtaining stakeholder support for the project,
identifying major areas affected and developing a project charter, implementation plan and communication strategy. The Company
completed phase 1 in the fourth quarter of 2009.
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In fourth quarter 2009, the Company completed a preliminary |FRS diagnostic (“ phase 2") which highlighted severa key areas of
difference between existing Canadian GAAP and IFRS, such as Property, Plant, and Equipment, borrowing costs, business
combinations, share based payments, decommissioning costs, foreign exchange, exploration and evaluation costs, and joint ventures.
The diagnostic identified that the key area of potential difference for the Company is accounting for functional and reporting
currencies.

The detailed assessment phase (“phase 3") will result in new or revised accounting policies and transitional exemptions decisions,
quantification of financial statement impact, preparation of shell financia statements and identification of business processes and
resources impacted. The operations implementation phase (“phase 4”) includes the design of business, reporting and system processes
to support the compilation of IFRS compliant financia datafor the opening balance sheet at January 1, 2010, fiscal 2010 and
thereafter. Phase 4 also includes ongoing training, testing of the internal control environment and updated processes for disclosure
controls and procedures. These anticipated phases will be completed over the course of 2010. Phases 3 and 4 are expected to be
completed in the second and fourth quarters of 2010, respectively.

Post implementation (“phase 5”) will include sustainable IFRS compliant financial data and processes for fiscal 2011 and beyond. The
Company will continue to monitor changes in IFRS throughout the duration of the implementation process and assess their impacts on
the Company and its reporting.

Risks and Uncertainties

The Company’ s operations and results are subject to a number of different risks: the Company does not control (jointly or otherwise)
the San José Mine and has no control over the timing or amount of future cash calls; any cost overruns or cash shortfall at the San José
Mine could require further investment; the Company has no operational cash flow and is dependent on external financing; a
substantial or prolonged decline in metal prices, particularly gold, silver, or copper, would have a material adverse effect on the
Company; global economic conditions combined with the Company’s financial position could make financing its operations and
business strategy more difficult; the Company anticipates that the Project Loan will be subject to interest rate fluctuations upon the
execution of the Draft Loan Documents; the Company is subject to interest rate fluctuations; the Company is subject to fluctuationsin
currency exchange rates, which could materially adversely affect the Company’s financial position; the Company is subject to risks
relating to economic and political instability in Argenting; estimates of mineral reserves and mineral resources could be inaccurate. A
thorough analysis of the Company’ s risk factors can be found in the Company’s annual information form dated March 30, 2010,
which isavailable on SEDAR (www.sedar.com) and should be reviewed in conjunction with this document.

Non-GAAP Measures

InthisMD& A, we use the term “operating or production cash cost”. Production cash costs are cal culated on a co-product basis and
by dividing the respective proportionate share of the total production cash costs for the period attributable to each metal by the ounces
of each respective metal produced. Total production cash costs are the sum of the geology, mining, processing plant, general and
administration costs divided by the number of ounces of gold and silver produced at the mine. Production cash costs include royalties,
refining and treatment charges and sales costs applied to doré but do not include refining, treatment charges and sales costs applied to
concentrates. Export taxes and depreciation are not included in the calculation of production cash costs.

We use production cash cost per ounce as an operating performance indicator. We provide this measure to provide additional
information regarding operationa efficiencies at the San José Mine. Production cash cost per ounce should be considered as a hon-
GAAP performance measure and should not be considered in isolation or as a substitute for measures of performance prepared in
accordance with GAAP. Cash cost per
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ounce is based on information from M SC and does not impact the Company’s consolidated financial statements. There are material
limitations associated with the use of such non-GAAP measures. Since these measures do not incorporate revenues, changesin
working capital and non-operating cash costs, they are not necessarily indicative of operating profit or cash flow from operations as
determined in accordance with GAAP. Changes in numerous factors including, but not limited to, mining rates, milling rates, gold
grade, gold recovery, and the costs of Iabour, consumables and mine site operations general and administrative activities can cause
these measures to increase or decrease.

Furthermore the foregoing non-GAAP measures are not standardized and therefore may not be comparable to similar measures
disclosed by other issuers.

Additional Information

Additional information relating to Minera Andes, including our annual information form, is available under our profile at SEDAR at
www.sedar.com.

Management’s Report on Internal Control over Financial Reporting
Disclosure Controls and Procedures

The Company’s Chief Executive Officer (CEO) and Chief Financial Officer (CFO) are responsible for establishing and maintaining
disclosure controls and procedures and internal control over financial reporting.

The Company’ s management, together with the CEO and CFO, has evaluated the effectiveness of the Company’ s disclosure controls
and procedures. Based upon the results of that evaluation, the Company’s CEO and CFO have concluded that, as of the end of the
period covered by this report, the Company’ s disclosure controls and procedures were effective to provide reasonable assurance that
(i) material information relating to the Company is made known to them by others particularly during the period covered by this
MD&A; and (ii) information reguired to be disclosed by the Company in its annual filings, interim filings or other reports filed or
submitted by it under securities legislation is recorded, processed, summarized and reported, within the time periods specified in
securities legidlation.

Internal Controls over Financial Reporting
The Company’ sinternal control over financial reporting is a process designed to provide reasonabl e assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance GAAP. The Company’s controls

and procedures include policies and procedures that:

e pertain to the maintenance of records that, in reasonable detail, accurately reflect the transactions and dispositions of the
assets of the Company;

e provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statementsin
accordance with GAAP; and

e provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the
Company’ s assets that could have a material effect on the annual financial statements or interim financial statements.

19




There were no changesin our internal control over financial reporting for the year ended December 31, 2009, that has materially
affected, or isreasonably likely to materially affect, our internal control over financia reporting.

As at December 31, 2009, management assessed the effectiveness of our internal control over financia reporting using the criteria
established in Internal Control — integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission and concluded that such internal control over financial reporting is effective and that there are no material weaknesses.

Limitations of Controls and Procedures

The Company’s CEO and CFO believe that any disclosure controls and procedures or internal controls over financia reporting, no
matter how well conceived and operated, can provide only reasonable, not absol ute, assurance that the objectives of the control system
are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of controls
must be considered relative to their costs. Because of the inherent limitationsin al control systems, they cannot provide absolute
assurance that all control issues and instances of fraud, if any, within the Company have been prevented or detected. These inherent
limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of simple
error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more
people, or by unauthorized override of the control. The design of any systems of controls also is based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated
goals under al potential future conditions. Accordingly, because of the inherent limitations in a cost effective control system,
misstatements due to error or fraud may not be detected.

Cautionary Statement on Forward-Looking Information

Certain statements and information in this MD&A, including all statements that are not historical facts, contain forward-looking
statements and forward-looking information within the meaning of applicable U.S. and Canadian securities laws. Such forward-
looking statements or information include, but are not limited to, statements or information with respect to the cash from operations at
the San José Mine and the future cash requirements of MSC, the estimated operating and capital costs of the San José Mine, the
Company’s intention to complete afurther financing in the near term, the Company’ s interest in the San José Mine being maintained
at 49%, the future price of gold, silver, copper and other base metals, production estimates, estimation of mineral reserves,
exploration and devel opment capital requirements, and our goals and strategies. Often, these statements include words such as
“plans’, “expects’ or “does not expect”, “is expected”, “budget”, “scheduled”, “estimates’, “forecasts’, “intends’, “anticipates’ or
“does not anticipate” or “believes’ or variations of such words and phrases or statements that certain actions, events or results “may”,
“could”, “would”, or “might” be taken, occur or be achieved.

In making the forward-looking statements and providing the forward-looking information included in thisMD& A, we have made
numerous assumptions. These assumptions include among other things, assumptions about the price of gold, silver, copper and other
base metal's, decisions to be made by our joint venture partner in respect of the management and operation of the San José Mine,
anticipated costs and expenditures, future production and recovery, that the supply and demand for gold, silver and copper develop as
expected, that there is no unanticipated fluctuation in interest rates and foreign exchange rates, that there is no further material
deterioration in general economic conditions and that we are able to obtain the financing, as and when, required to, among other
things, maintain our interest in the San José Mine. Although our management believes that the assumptions made and the expectations
represented by such statements or information are reasonabl e, there can be no assurance that the forward-looking statements will
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prove to be accurate. By their nature, forward-looking statements and information are based on assumptions and involve known and
unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements, or industry results, to
be materialy different from future results, performance or achievements expressed or implied by such forward-looking information.
Such risks, uncertainties and other factors include among other things the following: actions by, and our relationship with, our joint
venture partner, including decisions regarding the amount and timing of future cash calls, that any cost overruns or cash shortfals at
the San José Mine may result in a requirement for additional investment by us, our lack of operating cash flow and dependence on
external financing, availability of financing, as and when, required to meet any future cash callsin respect of the San José Mine (to
maintain our interest therein), and to finance our day-to-day operations and planned growth and development, any decline in the prices
of gold, silver, copper and other base metals, changesin general economic and business conditions, economic and political instability
in Argentina, discrepancies between actual and estimated production and mineral reserves and resources; operational and development
risk; the speculative nature of mineral exploration and regulatory risks.
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