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PART I

Preliminary Note Regarding Forward-Looking Statements; Currency Disclosure

This report contains both historical and prospective statements concerning Minera Andes Inc. and its operations.
Historical statements are based on events that have already happened; examples include the reported financial and
operating results, descriptions of pending and completed transactions, and management and compensation matters.
Prospective statements, on the other hand, are based on events that are reasonably expected to happen in the future;
examples include the timing of projected operations, the likely effect or resolution of known contingencies or other
foreseeable events, and projected operating results. In this report, Minera Andes Inc. is referred to as “Minera Andes”,
“we”, “our”, and the “Company”.

Prospective statements (which are known as “forward-looking statements” under the Private Securities Litigation
Reform Act of 1995) may or may not prove true with the passage of time because of future risks and uncertainties.

All currency amounts in this report are stated in U.S. dollars unless otherwise indicated. On March 24, 2006, the late
New York trading rate of exchange, as reported by The Wall Street Journal for conversion of United States dollars
into Canadian dollars was U.S.$1.00 = Cdn$1.1685 or Cdn$1.00 = U.S. $0.8558.

ITEM 1. DESCRIPTION OF BUSINESS

Minera Andes Inc. is engaged in the exploration and development of mineral properties located in the Republic of
Argentina. Our objective is to identify and acquire properties with promising mineral potential, explore them to an
advanced stage or to the feasibility study stage, and then, if warranted, to pursue development of the properties,
typically through joint ventures or other collaborative arrangements with partners that have expertise in mining
operations.

Our business grew out of a program begun by N.A. Degerstrom, Inc. (“Degerstrom”), a contract mining company based
in Spokane, Washington, to identify properties in Argentina that possessed promising mineral potential. Based on the
study of available remote sensing satellite data and experience gained from drilling work performed by Degerstrom,
beginning in 1991 Degerstrom identified a number of areas which it believed had exploration potential and began the
process of filing applications for exploration concessions with the provincial governments in Argentina and
negotiating option agreements with private landowners. Degerstrom conveyed these property interests to Minera
Andes in 1995. See “Description of Properties - The Degerstrom Agreement” and “Management’s Discussion and
Analysis or Plan of Operations.”

Our current properties and projects consist of mineral rights and applications for mineral rights covering
approximately 439,804 acres (177,986 hectares) in three Argentine provinces. The lands comprise option-to-purchase
contracts, exploration and mining agreements and direct interests through our filings for exploration concessions. Our
properties are all early stage exploration prospects except for the San José project, which is an advanced stage
exploration project. See “Description of Properties.” We have four full time employees and several project-specific
contract consultants.

Operating Structure

Minera Andes is the product of an amalgamation in November 1995 of Minera Andes and Scotia Prime Minerals,
Incorporated, a then inactive Alberta corporation which previously had its Common Shares listed for trading on the
Alberta Stock Exchange. Since April 8, 2002 our Common Shares have been listed on the TSX Venture Exchange
(“TSX-V”), which replaced the Alberta Stock Exchange. Our interests in Argentinean properties are held through two
Argentinean subsidiaries: Minera Andes S.A. (“MASA”) and Minera Santa Cruz S.A. (“MSC”).
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The corporate structure of Minera Andes and its principal subsidiaries is as follows:

We hold 20,539,300 of the 20,540,300 issued and outstanding shares of MASA as well as an irrevocable transferable
option to purchase the remaining MASA shares. The remaining shares are held by a second shareholder as required by
local law. MASA holds 5,047,000 shares of the 10,300,000 shares issued and outstanding of Minera Santa Cruz S.A.

In July 2003, we announced that Mauricio Hochschild & Cia. Ltda. S.A. (“MHC”) had acquired 51% of the shares of the
project company, MSC, upon satisfaction of the vesting requirements of the Option and Joint Venture Agreement for
the development of the Huevos Verdes gold/silver project in southern Argentina. The agreement required MHC to
expend US$3 million on the further exploration and development of the Huevos Verdes project, owned by MSC, in
order to vest. Minera Andes holds a 49% interest in MSC through our subsidiary, MASA.

Through 2003, Degerstrom provided management services to us and acted as operator of our properties and projects
pursuant to an operating agreement entered into in March 1995 (“Operating Agreement”). Under the Operating
Agreement, Degerstrom operated and managed the exploration program on all properties and provided related offsite
administrative assistance as required.

Degerstrom is principally involved in contract mining and road and bridge construction. Degerstrom provides a full
range of contract services including geological studies, site drilling, metallurgical analysis, and engineering of pit,
process and recovery systems.
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On December 2, 2003, we cancelled our Operating Agreement with Degerstrom, effective December 31, 2003. We are
an established exploration company and felt the need to update the arrangements with Degerstrom. At the time that
these agreements were signed, Degerstrom was a significant shareholder of ours, however, their shareholdings had
been reduced to approximately 10.5% of our issued and outstanding shares at the end of 2003. In addition, the reasons
for entering into the Operating Agreement, which included using the established Argentina infrastructure of
Degerstrom at the time we were listed, are no longer applicable. We are no longer a newly formed junior public
company and have been in existence for ten years. The management and the board of directors thought it was also
prudent for corporate governance reasons to separate itself from Degerstrom. As of March 24, 2006, Degerstrom
owned 3.62% of our issued and outstanding shares.

Our management office is 111 E. Magnesium Road, Suite A, Spokane, Washington, 99208, and our principal business
address is Coronel Moldes 837/820, (5500) Mendoza, Argentina. Our registered address is 7415B 35th Ave. N.W.,
Calgary, Alberta, T3B 1T4 Canada.

Risks Related to our Business

Ownership of our Common Shares involves a high degree of risk. Shareholders should consider, among other things,
the following factors relating to our business and properties and our present stage of development:

Risks Inherent in Minerals Exploration. There are a number of uncertainties inherent in any exploration or
development program, including location of economic ore bodies, the development of appropriate metallurgical
processes, and the receipt of necessary governmental permits. Substantial expenditures may be required to pursue such
exploration and, if warranted, development activities. Assuming discovery of an economic ore body and depending on
the type of mining operation involved, several years may elapse from the initial stages of development until
commercial production is commenced. New projects frequently experience unexpected problems during exploration
and development stages and frequently result in abandonment of the properties as potential development projects.
Most exploration projects do not result in the discovery of mineable deposits of ore. We cannot assure you that
additional exploration efforts will yield additional reserves or result in any commercial mining operations.

Many of the properties that we intend to explore in Argentina are the subject of applications for concessions and
licenses, many of which have not yet been granted. The filing of an application for a concession grants the holder the
exclusive right to obtain the concession conditioned on the outcome of the approval process. In Argentina, the
approval process is an administrative procedure under the authority of the province in which the property is located.
The process includes a public notice and approval procedure allowing third parties to give notice of opposition or
prior claim, if any, before the title to the concession is granted. Although we believe that we have taken all necessary
steps with respect to the application, approval and registration process for the property concessions and licenses we
have currently applied for and property transactions to which we are a party, there is no assurance that any or all
applications will result in issued concessions or that the public registrations will be timely approved.

Risks Inherent in the Mining Industry. Exploration, development and mining operations are subject to a variety of laws
and regulations relating to exploration, development, employee safety and environmental protection; mining activities
are subject to substantial operating hazards including rock bursts, cave-ins, fires and flooding, some of which are not
insurable or may not be insured for economic reasons. We currently have no insurance against such risks. We may
also incur liability as a result of pollution and other casualties involved in the drilling and mining of ore. There may be
limited availability of water and power, which are essential to mining operations; and interruptions may be caused by
adverse weather conditions.

We or our joint venture or investment partners must obtain necessary governmental approvals and make necessary
capital expenditures before production may commence on most of our projects.
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Need for Additional Capital. The exploration and, if warranted, development of Minera Andes’ properties would
require substantial financing. Our ability to obtain additional financing will depend, among other things, on the price
of gold, silver, copper and other metals and the industry’s perception of their future price. Therefore, availability of
funding depends largely on factors outside of our control and cannot be accurately predicted; financing may not be
available when needed or on terms satisfactory to us and may be dilutive to our shareholders. We have historically
obtained funds for a portion of our capital expenditure from joint venture or investment partners. However, we cannot
assure you that such joint venture or investment partners will provide such funds and such project financing for
mining projects may be limited. Failure to obtain sufficient financing could result in delay or indefinite postponement
of exploration, development or production on any or all of Minera Andes’ projects or loss of properties. For example,
certain agreements pursuant to which we have the right to conduct exploration activities carry work commitments
which, if not met, could result in losing our right to acquire an interest in the subject property. We cannot assure you
that additional capital or other types of financing will be available when needed or that, if available, the terms of such
financing will be favorable to Minera Andes.

Competitive Business Conditions. The exploration and development of mineral properties in the Republic of Argentina
is a highly competitive business. Other companies compete with us in the acquisition, exploration and development of
mining properties. Many of these competing companies are significantly larger than we are and have substantially
greater economic and technical resources than us. While we seek to compete by identifying properties for exploration,
acquiring exclusive rights to conduct such exploration and carrying out exploration and development of the properties
with joint venture or investment partners, there can be no assurance that we will be successful in any of these efforts.

Foreign Operations. Minera Andes’ properties are located in Argentina. In the early 1990s Argentina emerged from
periods of political and economic instability but showed signs of returning instability in 2001 through 2002. Foreign
properties, operations and investments may be adversely affected by local political and economic developments,
including nationalization, exchange controls, currency fluctuations, taxation and laws or policies as well as by laws
and policies of the United States and Canada affecting foreign trade, investment and taxation. It is important that we
maintain good relationships with the governments in Argentina. We may not be able to maintain such relationships if
the governments change.

Difficulties in Developing Remote Areas. Many of the areas in which we conduct exploration and, if warranted,
development activities are in particularly remote and mountainous regions, with limited infrastructure and limited
access to essential resources. Exploration or development projects in these areas may require us or our joint venture
partners to develop power sources, transportation systems and communications systems, and to secure adequate
supplies of fuel, machinery, equipment and spare parts. Consequently, exploration and development in these areas is
particularly difficult, requiring significant capital expenditures, and may be subject to cost over-runs or unanticipated
delays.

Fluctuation in the Price of Minerals. The market price of minerals is volatile and beyond our control. If the price of a
mineral should drop dramatically, the value of the properties we are exploring or developing for that mineral could
also drop dramatically and we might not be able to recover our investment in those properties. The decision to put a
mine into production, and the commitment of the funds necessary for that purpose, must be made long before the first
revenues from production will be received. Price fluctuations between the time that such a decision is made and the
commencement of production can change completely the economics of the mine. Although it is possible to protect
against price fluctuations by hedging in certain circumstances, the volatility of mineral prices represents a substantial
risk in the mining industry generally which no amount of planning or technical expertise can eliminate.

Environmental and Other Laws and Regulations. Mining operations and exploration activities in Argentina are subject
to various federal, provincial and local laws and regulations governing mineral rights, exploration, development and
mining, exports, taxes, labor, protection of the environment and other matters. Compliance with such laws and
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given project, or cause material changes or delays in our intended activities. Minera Andes has obtained or is in the
process of obtaining authorizations currently required to conduct its operations. New or different standards imposed
by governmental authorities in the future or amendments to current laws and regulations governing operations and
activities of mining companies or more stringent implementation thereof could have an adverse impact on Minera
Andes’ activities.

Liquidity; Limited Trading Market. There currently is a limited trading market for our securities. There is no assurance
that an active trading market will ever develop. Investment in our shares is not suitable for any investor who may have
to liquidate such investment on a timely basis and should only be considered by investors who are able to make a
long-term investment in the shares.

Glossary of Geologic and Mining Terms; Statement of Abbreviations and Conversion Factors

“andesite” is a type of dark colored, fine grained volcanic rock;

“anomalous” means either a geophysical response that is higher or lower than the average background or rock samples
that return assay values greater than the average background;

“argillic” means pertaining to clay or clay minerals;

“Bankable Feasibility Study” means the study, prepared to industry standards, based upon which a bank or other lending
institution may loan Minera Andes, MASA or MSC funds for production development on the Claims;

“breccia” means a course grained rock, composed of angular broken rock fragments held together by a finer grained
matrix;

“Cateo” means an exploration concession for mineral rights granted to an individual or company in the Republic of
Argentina, as defined by the Republic of Argentina Mining Code, as amended;

“Claims” means the Cateos, Manifestación de Descubrimiento, Mina, Estaca Mina (as defined by the Republic of
Argentina Mining Code, as amended) described herein issued to MASA, MSC or Minera Andes by the government of
Argentina or any provincial government;

“dacite” is a type of fine-grained extrusive rock;

“Estaca Mina” means areas granted to extend the area covered by existing Minas;

“felsic” describes an igneous rock having abundant light colored minerals;

“graben” means an elongate crustal block that is bounded by faults on its long sides;

“grab sample” means one or more pieces of rock collected from a mineralized zone that when analyzed do not
represent a particular width of mineralization nor necessarily the true mineral concentration of any larger portion of a
mineralized area;

“igneous rock” means a rock formed by the cooling of molten rock either underground or at the surface of the earth;

“illitic” is a general name for a group of clay minerals;

Edgar Filing: MINERA ANDES INC /WA - Form 10KSB

12



- 7 -

Edgar Filing: MINERA ANDES INC /WA - Form 10KSB

13



“intrusive rock” means an igneous rock that, when in the molten or partially molten state, penetrated into or between
other rocks, but cooled beneath the surface;

“low sulfidation” applies to a type of mineralization low in sulfur content;

“Manifestación de Descubrimiento” (literally, manifestation of discovery) means the intermediate stage between the
exploration phase and exploitation phase of development;

“metamorphic rock” means an igneous or sedimentary rock that has been altered by exposure to heat and pressure
(resulting from deep burial, contact with igneous rocks, compression in mountain building zones or a combination of
these factors) but without complete melting. Metamorphosis typically results in partial recrystallization and the growth
of new minerals. “Metasediment” refers to metamorphosed sedimentary rock. “Metavolcanics” refers to metamorphosed
volcanic rock;

“Mina” means an exploitation grant based on Manifestación de Descubrimiento;

“net smelter return royalty” is a form of royalty payable as a percentage of the value of the final product of a mine, after
deducting the costs of transporting ore or concentrate to a smelter, insurance charges for such transportation, and all
charges or costs related to smelting the ore. Normally, exploration, development and mining costs are not deducted in
calculating a net smelter return royalty. However, such royalties are established by contract or statute (in the case of
property owned by governments), and the specific terms of such contracts or statutes govern the calculation of the
royalty;

“net profits royalty” is a form of royalty payable as a percentage of the net profits of a mining operation. In contrast to
net smelter return royalties, costs relating to exploration, development and mining may be deducted from the net
proceeds of the operation in calculating the royalty. However, such royalties are established by contract or statute (in
the case of property owned by governments), and the specific terms of such contracts or statutes govern the
calculation of the royalty;

“orebody” means a continuous well-defined mass of material containing enough ore to make extraction economically
feasible;

“porphyry” means an igneous rock of any composition that contains conspicuous large mineral crystals in a fine-grained
ground mass;

“pyroclastic” means pertaining to rock material formed by volcanic explosion or expulsion from a volcanic vent;

“rhyolite” is a type of felsic lava flow;

“stratabound” means a mineral deposit confined to a single stratigraphic unit;

“stratigraphy” means the science of rock strata;

“synvolcanic”means formed at the time of volcanic activity;

“tuffaceous” is a general term for all consolidated pyroclastic rocks;

“Underlying Royalty” means any royalties on the Claims that are part of the lease, purchase or option of said Claim
from the owner or any royalties that may be imposed by the provincial government;

Edgar Filing: MINERA ANDES INC /WA - Form 10KSB

14



- 8 -

Edgar Filing: MINERA ANDES INC /WA - Form 10KSB

15



“vein” means a mineral filling of a fault or fracture in the host rock, typically in tabular or sheet-like form;

“VLF-EM” means a very low frequency electromagnetic geophysical instrument used in exploration to measure
variances of conductivity in surficial sediments and bedrock;

“volcanic rock” (basalt, pillowed-flows, rhyolite) means an igneous rock that has been poured out or ejected at or near
the earth’s surface;

“volcanoclastic rock” (wacke, tuff, turbidite) means a sedimentary rock derived from the transportation and deposition
of volcanic rock fragments by air (tuff) or water (wacke or turbidite).

The following is a list of abbreviations used throughout this annual report for technical terms:

Ag silver
Au gold
As arsenic
Cu copper
g/t Au grams per tonne gold
g/t Ag grams per tonne silver
g/t grams per tonne
ha hectare(s)
Hg mercury
IP/RES induced  po la r i za t ion  and

resistivity (survey)
kg kilogram(s)
km kilometer(s)
m meter(s)
Mo molybdenum
NSR Net Smelter Return
oz ounce
Pb lead
ppb parts per billion
ppm parts per million
Sb antimony
sq. square
tpd tonnes per day
VLF-EM v e r y  l o w  f r e q u e n c y

electromagnetic (survey)
Zn zinc

The following table sets forth certain standard conversions from Standard Imperial units to the International System of
Units (or metric units).

To Convert From ImperialTo Metric Multiply by
acres hectares 0.404686
feet meters 0.30480
miles kilometers 1.609344
tons tonnes 0.907185
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ounces (troy)/ton grams/tonne 34.2857

1 mile = 1.609 kilometers
1 yard = 0.9144 meters
1 acre = 0.405 hectares
2,204.62 pounds = 1 metric ton = 1 tonne

2,000 pounds (1 short ton) = 0.907 tonnes
1 ounce (troy) = 31.103 grams
1 ounce (troy)/ton = 34.2857 grams/tonne
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Available Information

We make available, free of charge, on or through our Internet Web site, our annual report on Form 10-KSB, quarterly
reports on Form 10-QSB, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities and Exchange Act of 1934, as amended (the “Exchange Act”) as soon as
reasonably practicable after we electronically file such material with, or furnish it to the SEC.

Item 2.    Description of Properties

Our exclusive business is the exploration and development of mineral properties ("Claims") located in the Republic of
Argentina. Our interests in the Argentinean Claims are held through MASA and MSC, in which MASA holds a 49%
share interest. MASA holds properties and is the company in which the daily business operations in Argentina are
conducted. MASA was formed and registered as a mining company in order for us to receive the benefits of the new
mining laws in Argentina. Our principal properties are described under the heading "Principal Properties" below.
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