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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE SIX MONTHS ENDED JUNE 30, 2009

The following discussion and analysis is management’s assessment of the results and financial condition
of Andina Minerals Inc. (“Andina” or the "Company") and should be read in conjunction with the
unaudited consolidated financial statements for the six months ended June 30, 2009 and the annual
audited consolidated financial statements for the year ended December 31, 2008. The financial
statements have been prepared in accordance with Canadian generally accepted accounting principles
(“GAAP’) and all dollar amounts are in United States dollars (“US$”), unless otherwise noted. The
date of this management’s discussion and analysis (“MD&A”) is August 20, 2009. Andina’s common
shares trade on the TSX Venture Exchange under the symbol “ADM” and its most recent filings, including
its most recent Annual Information Form (“AlF”), are available on the System for Electronic Document
Analysis and Retrieval (“SEDAR”) and can be accessed through the Internet at www.sedar.com.

The "Independent Qualified Person(s)" under the guidelines of National Instrument 43-101 Standards of
Disclosure for Mineral Projects (“NI 43-101") of the Canadian Securities Administrators for Andina’s
exploration properties in the following discussion and analysis are noted as follows. The qualified person
for the Volcan Gold Project (or “Volcan”) is Michael Easdon, a resident of Santiago, Chile. Mr. Easdon is
a Professional Geologist registered with the State of Oregon, USA. The July 2008 resource estimate for
the Volcan Gold Project Dorado area deposits was prepared by Maptek Sudamérica, Vifia del Mar, Chile
in conjunction with Andina staff and Eduardo Magri, Ph.D. in mining engineering (Witwatersrand) and a
Fellow of the SAIMM with over 30 years of industry experience. A NI 43-101 compliant technical report
dated September 2, 2008 for the July 2008 resource estimate has been filed on SEDAR. The resource
estimate for the Ojo de Agua area deposits was prepared by Andina staff and audited and approved by
Mr. Easdon. Details on the Ojo de Agua resource estimate can be found in the Company’s news release
dated October 6, 2008.

1. SECOND QUARTER HIGHLIGHTS
e Successful completion ofa Canadi an CEN$T $18.5 milfot equity financing on a bought

deal basis;

e The Company more than doubled its mineral concession area around the Volcan Gold Project
through an equity transaction with Barrick Gold Co r p o r &ariicé™n) ( “

e Subsequent to the end of the second quarter
Andina could continue its advanced exploration activities for the coming field season (2009/2010)
under its existing Declaracion Ambiental (“DA”) or environmental impact declaration permit,
granted in January 2009;

e Andina reported results from the 6,000 metre Volcan drill program completed at the end of April
2009, including several drill holes in Dorado East and West that encountered higher grade
mineralization close to surface;

e Andina’s cash and cash equivalents at Jumas 3

e The Company announced transition of the Chief Financial Officer (“CFQ”) role.

2. DESCRIPTION OF BUSINESS
The primary focus of Andina is mineral exploration and development in Chile.
The Company ' s gshipl davelopment project is the 100%-owned Volcan Gold Project, located 170

kilometres east of Copiapo, Region Ill, Chile. Andina has completed over 100,000 metres of drilling at
Volcan and discovered three gold deposits in the Dorado area: the Dorado East, Central and West, and
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two gold zones in the Ojo de Agua area: Andrea and Florencia. As of October 2008, measured and
indicated resources at Volcan were 6.62 million ounces of gold (241.7 million tonnes grading 0.85 grams
per t onng& Ag pand inférred resources were 3.28 million ounces of gold (114.0 million tonnes
grading 0.90 g/t Au), both at a 0.5 g/t Au cut-off.

Andina has accelerated the development process for the Volcan Gold Project and is progressing with a
Conceptual Development Plan ( CDP” Jand a Preliminary Economic Assessment ( PEA” ,)targeted for
completion toward the end of Q4 2009. Volcan development is expected to be simple, with a relatively low
initial capital cost, based on initial metallurgical testing and benchmarking with similar deposits currently
being mined.

In addition to Volcan, Andina has two early-stage exploration projects, the Encrucijada silver/gold

property, a joint venture with Hochschild Mi n i n gHoghkchild{ #ind the Pampa Buenos Aires ( PBA” )
gold/silver property, a joint venture with Iron Creek Ca pi t a |l IroilC@reek”.)( “

3. SUMMARY OF PROPERTIES

Andina has acquired three mi ner al properties |l ocated within Chile’s
below:

Property Target Location Owned

Volcan Gold porphyry Region 111 @ owned ©

Encrucijada Silver/gold epithermal veins Region ¥ Owned @

PBA Gold/silver epithermal veins Region ¥ 50% Owned

(1) Maricunga District of Atacama Region of Chile.

(2) Antofagasta Region of Chile.

(3) Subject to certain royalty payments described below.
(4) Under option to another company as described below.

Andina is advancing in the initial stage of development for its Volcan Gold Project, including conceptual
mine planning and economic assessment. Its Encrucijada and PBA properties remain at an early stage of
exploration.

4. VOLCAN DEVELOPMENT PLANNING

With the appointment of Mr. George M. Bee ast he Company’'s President and Chi
(CEO” pnJanuary 19, 2irdtial developnmedt istratagy & to build a core team of consultants,

augmented as required by internal expertise during the first stages of development. Accordingly, the

Company has assembled the team and appointed the lead consultant — Micon International Limited

( Micon” } that is working to deliver the CDP and PEA toward the end of 2009. The CDP and PEA will

define timelines, mining methods, process, mine design and expenditures at a conceptual level. The
development planning team consists of contractors and consultants that have established track records,

experience in South Americaandh ave wor ked with devel opmentThestabenar i os
below summarizes the team and key building blocks contributing to the CDP and PEA.



Area of Study Consultant(s) Comments

Resource Micon Review of geologic resource for development stage
Mine Engineering Qpit & Micon Mine planning and evaluation, including pit design and equipment
estimation
Geotechnical Vector Engineering Geotechnical and hydrological characterization (pit, leach pad, waste
dumps)
Metallurgy McClelland Labs, KHD Phase Il samples delivered for testing (crush size, reagent usage,
Humbolt Wedag, power consumption)
AMTEL & Micon
Process Hatch Developing conceptual level flowsheets, plant & equipment design
and costing
Environmental BGC Engineering Baseline monitoring and permitting strategy
Infrastructure Various consultants Research and identify infrastructure (power, water, road, camp)

Metallurgical Testing

Prior to 2008, Andina reported positive preliminary metallurgical test results on sulphide-bearing gold
mineralization from the Volcan Gold Project. Gold recoveries from four column tests of Dorado West
deposit mineralization ranged from 57% to 77%, with increasing recoveries directly correlated with higher
gold grades. The column tests, conducted by McClelland Laboratories, Inc., Nevada, were run for 64 days
with the recoveries showing a break out around four days and extraction generally leveling out after 26
days, indicating very fast leach kinetics likely due to the high purity (approximately 98%) and small grain
size of the gold.

In May 2008, Andina reported continued positive Volcan metallurgical test results. The results from three

column tests, along with |l oad tests, further confirm
leaching. Column tests completed on two composite samples from the Dorado East deposit achieved gold

recoveries of 77%, comparing favourably with previously reported gold recoveries from the Dorado West

deposit. In addition to the column test work, positive results were obtained from load/permeability tests,

therefore confirming permeability of the leached material for simulated heaps up to 40 metres high.

During the second quarter of 2009, Andina, under the direction of Hatch, collected and sent out a total of
approximately 1.25 tonnes of additional metallurgical samples from ten distinct areas representing the
overall resource for the next phase of metallurgical testing. The testing is ongoing and is designed to test
recovery rates at various crush sizes and reagent usage. Additional samples of approximately 1.5 tonnes
were sent to KHD Humbolt Wedag in Germany for further high pressure grind roll (“HPGR”) testing to
establish optimal HPGR operating parameters.

Water Rights

In June 2008, Andina announced that it completed all outstanding requirements to acquire water rights,
having a total volume of 340 litres per second, for its Volcan Gold Project from a private Chilean company.
To complete the agreement, Andina issued 6.7 million common shares, having a value of $26,582,786, for
the purchase of the water rights. These water rights have been developed in two wells located
approximately 21 kilometres from the Dorado deposits and approximately 10 kilometres east of the
northern corner of the Volcan concessions. The water rights, as authorized by the Chilean water authority
Direccion General de Aguas ( DGA” ,)comprise a total of 3,894,696 cubic metres per year per well for a
total of 7,789,392 cubic metres per year and at an average pumping rate of 123.5 litres per second per



well, allowing a maximum instantaneous pumping rate of 170 litres per second per well. Golder
Associates (“Golder” )were contracted in June 2008 to prepare a preliminary evaluation of the
characteristics of the wells and concluded that the wells could produce at a rate of 124 litres per second.
They stated that additional hydrological studies will be required to more fully confirm this initial estimation.
Andina is continuing with the proposed additional Golder evaluations of the acquired water sources, and
also investigations for the exploration, acquisition and definition of additional sources of water.

In January 2009, the DGA granted Andina additional exploration rights to the Rio Astaburuaga aquifer
located 15 kilometres southeast of the Volcan Gold Project. The concession is situated 20 kilometres
sout h of Andina’ s exi s wihiahdas wmowd extadioncrightssof 840 litres per
second. Andina completed 21 kilometres of geophysical surveys identifying a favourable horizon of sands
and gravels representing a high priority aquifer target. A series of eight exploratory water wells targeting
underground aquifers were drilled into this horizon. All of the eight wells encountered water and three of
the more promising wells were tested by larger diameter test wells so that pump tests could be conducted.
The results from two holes suggest that the wells tap into a structurally-fed water resource that will support
a limited but consistent water supply of 18 and 21 litres per second, respectively.

While the flow rates were relatively modest, Andina will continue with the process to secure the water
rights for Rio Astaburuaga. Andina holds sufficient water rights to develop the Volcan Gold Project but the
Rio Astaburuaga water would be of strategic value as the Company continues with its exploration and
development program.

Development Outlook

As of June 30, 2009, Andina had approximately $22.6 million in cash and cash equivalents. Volcan Gold
Project development planning expenditures are expected to be $2.0 million for fiscal 2009 as Andina
progresses with the CDP and PEA. As at June 30, 2009, actual development planning expenditures
totaled $0.35 million, including $0.2 million related to metallurgical testing and studies. Volcan
development planning spending will be based on timing of consultant work, capital resources, permits and
the potential for additional geological data.

Development-focused exploration in the 2009/2010 field season is expected to include a total of
approximately 18,000 metres of drilling, including geotechnical, condemnation, infill and water drilling. A
portion of this work is planned for the second half of 2009, with the remainder expected to be completed in
the first half of 2010 in alignment with the Chilean summer months and optimal field conditions. At the
beginning of the field season, Andina anticipates moving its camp to a new location that will allow for
growth of the camp as development ramps up. The budget for the entire 2009/2010 field season, which
includes both development-focused and strategic exploration (see Section 5.1 — Volcan Gold Project), is
expected to be in the range of approximately $11-$12 million, as the Company is planning to deploy a
total of four drill rigs for development-focused and strategic exploration.

5. EXPLORATION ACTIVITIES

5.1 Volcan Gold Project

The Volcan Gold Project is located 170 kilometres east of Copiapo in the centre of the Maricunga gold
belt. Through a comprehensive multi-year exploration campaign at Volcan that began in 2005, Andina
achieved its goal of increasing the resource base of the Dorado area deposit as well as discovering the
Ojo de Agua area of the property.



2008 Resource

In July 2008, as a result of the 2007/2008 exploration campaign of 41,500 metres of drilling, Andina
reported an updated NI 43-101 compliant resource estimate for the Volcan Gold Project with measured
and indicated resources of 241.7 million tonnes grading 0.85 g/t Au for 6.62 million ounces of gold and
inferred resources of 95.4 million tonnes grading 0.90 g/t Au for 2.76 million ounces of gold at a cut-off
grade of 0.5 g/t Au.

Central to the Dorado area Volcan gold deposits are higher grade core zones, which (at the 0.7 g/t Au cut-
off grade) host measured and indicated resources of 135.7 million tonnes grading 1.06 g/t Au containing
4.61 million ounces of gold with a further 55.5 million tonnes grading 1.14 g/t Au for 2.03 million ounces of
gold in the inferred resource category.

In October 2008, again as a result of the 2007/2008 exploration campaign, Andina reported the
completion of an initial inferred resource estimate from the Ojo de Agua area of the Volcan Gold Project.
Andina has estimated that the two gold deposits identified to date in the Ojo de Agua area, the Andrea
and Florencia deposits, host an inferred resource of 18.6 million tonnes grading 0.85 g/t Au for 510,000
ounces of gold at a 0.5 g/t Au cut-off grade.

With the inclusion of the Ojo de Agua resources, the Volcan Gold Project’ sneasured and indicated
resource remains unchanged at 241.7 million tonnes grading 0.85 g/t Au for 6.62 million ounces of gold
while the inferred resources increases to 114.0 million tonnes grading 0.90 g/t Au for 3.28 million ounces
of gold.

The table below summarizes An d i meaourse estimate using different cut-off grades:

Measured Indicated Measured and Indicated Inferred
Category Category Category Category
Gold Gold
Cut-off Tonnes Grade Tonnes Grade Tonnes Grade Ounces Tonnes Grade Qunces
(g/t Au) | (millions)  (g/t Au) | (millions)  (g/t Au) | (millions) (g/t Au) (000’s) (millions)  (g/t Au) (000’s)
0.5 149.0 0.83 92.7 0.88 241.7 0.85 6,620 114.0 0.90 3,280
0.3 269.3 0.64 195.0 0.62 464.3 0.63 9,400 288.8 0.60 5,600

Note: This combines the resource estimates reported in Andina’s July 21, 2008 press release and the Ojo de
Agua Area inferred resource as reported in Andina’s October 6, 2008 press release. Resource estimated by
ordinary kriging. Cutting factors vary by deposit and mineralization style. Mineral resources that are not mineral
reserves do not have demonstrated economic viability. All figures are rounded.

H1 2009 Drill Program

Limited drilling began in January 2009 and ended in April 2009. The drilling program consisted of
approximately 3,900 metres of diamond drilling and 2,200 metres o f
Dorado West, Central and East deposits. The focus of the program was on infill drilling to lend confidence
to the Company’s understanding of the
holes in the program also had the purpose of providing fresh samples for the second phase of
metallurgical testing. All assays have been received from the 2009 drill program and enteredi nt o
database. Tabl e 2 i n Andina’s
intercepts for each of the three areas of mineralization. The most significant new finding was that in some
areas of the Dorado deposits Andina encountered higher grade mineralization close to surface.
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Work on an updated resource incorporating the H1 2009 drilling is nearing completion. Given the limited
size of the H1 2009 drill program relative to earlier programs, significant resource growth is not expected.
Instead, the main thrust of this update is to transition the resource from an exploration-based resource to
a development-based resource, under the direction of Micon, an industry recognized leader in resource
oversight.

Acquisition of Mineral Concessions

On May 20, 2009, Andina entered into an agreement with Barrick to acquire the exploration rights to
certain Barrick properties as wel/l as a numbacan of

exp

Gold Project in Chil e. Wiarcimgatland package npw totald 24,840 mectareB,n di na’' s

which includes the 9,800 hectares owned prior to the agreement. In exchange for the mineral
concessions, Andina issued 2,000,000 common shares, having a value of $2.66 million, to Barrick and will
issue a second instalment of common shares worth $1.5 million payable one year from closing and
determined using the weighted average trading price of Andina common shares in the 20 trading days
leading up to and ending on the trading day immediately prior to the one-year anniversary from closing.
The common shares issued to Barrick are subject to a four month hold period. Barrick also retained a net
smelter return royalty of 1.5% on any metals produced from these mineral concessions should they be
developed.

Acquiring these mineral concessions enhances Andina ' ability to discover more gold resources,
particularly in the Ojo de Agua zone, and provides for greater flexibility for the development of the

Company’' s flagship Vol cad-\®ldndevélaprogntdlartning).s ee Secti on

2009/2010 Strategic Exploration

Andina’ s 2 0 0 fleld 3dasbi® will include a strategic exploration plan consisting of approximately 4,000
metres of drilling. The objective of this program is to identify and explore areas with potential for grades
higher than the average resource grade of 0.85 g/t Au in proximity to the Dorado area. The drilling will
focus on several high priority targets: Ojo de Agua Andrea extension, Ojo de Agua Florencia extension
and Ojo de Agua East, the last target being on the newly acquired mineral concessions. In addition to
drilling, Andina also plans to carry out surface mapping, geophysics and geochemistry in order to pinpoint
targets for future drilling. Actual metres drilled and targets explored will depend on the ongoing results of
the program, with flexibility to focus on more promising areas as results are received.

The 2009/2010 field season will include both development-focused and strategic exploration as discussed
in the Development Outlook of Section 4 — Volcan Development Planning.

The map below shows exploration targets on the Volcan property and newly acquired lands, with priority
targets for the 2009/2010 field season shown in red.
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Permitting

In January 2009, Andina announced that it had received approval for the Environmental Impact

Declaration permit for its Volcan Gold ProjectfromChi | e’ s Regi onal Environmental
Ill, Atacama. It certifies that the Volcan Gold Project complies with the environmental regulations and

formalizes the conditions for further advanced stage exploration activities at Volcan. The permitting

process required the input and approval from numerous state agencies including the National
Environmental Commission, the National Forestry Commission and the National Indigenous Development

Corporation.

Subsequent to June 30, 2009, the environmental commission confirmed extension of the permit to cover

advanced exploration activities and field activities in support of development during the 2009/2010 field
season.

Sulphur Mineralization

In 2008, a program of surface mapping, trenching and sampling confirmed the presence of an undulating

blanket of native sulphur mineralization on the slopes of Cerro Azufre (Sulphur Mountain) on the Volcan

Gold Projectt Whi | e Andina’s primary focus remained on the Vol
additional opportunity for the Company and accordingly a limited sulphur exploration program was

undertaken as part of the H1 2009 Drill Program which began in January 2009.

The limited exploration program did not produce any material results; however, it will assist with
understanding this important resource. The 2009 program included developing better road access to the
sulphur deposit and drilling three RC holes. While the results of surface mapping along the drill roads
were in line with historic grades of up to 40% sulphur, the drilling methodology did not prove optimal for



properly ascertaining the true nature and extent of the deposit. While current markets for sulphur are
depressed, this provides Andina with the opportunity to better assess the economic viability of the deposit
prior to the next upturn in sulphuric acid prices.

5.2 Other Properties

Encrucijada property — This property has been subject to geological, geochemical and geophysical
surveys in the past. Surface trenching and limited RC drilling programs have confirmed the presence of
epithermal silver/gold mineralization at Encrucijada. During 2008, Andina entered into an agreement with
Hochschild whereby Hochschild can earn up to a 60% interest in the Encrucijada property. Hochschild can
earn a 51% interest in the Encrucijada property by paying Andina $0.5 million upon signing (completed)
and spending $3.0 million on exploration over the following 36 months (in progress). Hochschild may then
increase its interest in the partnership to 60% by funding the first $3.5 million towards a feasibility study
within the next 36 months. Andina also retains a net smelter return royalty from Hochschild on the
Encrucijada property, which varies based on the gold price.

To date, Hochschild has not earned its 51% interest in the property as the $3.0 million in exploration
expenditures required under the agreement has not been completed. Hochschild continues to proceed
with exploration activities on the property and is conducting a drilling program focused on several
prioritized targets.

Pampa Buenos Aires property - The PBA property, | ocat ed i mmedi ately south of
silver/gold mine, hosts a number of gold/silver epithermal vein targets. The project is a joint venture with
Iron Creek, with each partner having 50% ownership and responsible for an equal share of the costs.

Andina and Iron Creek commenced an 8,000 metre RC drilling program in August 2008 to test 17 high
priority silver/gold epithermal vein and porphyry copper/gold targets and to December 31, 2008 Andina
incurred approximately $0.55 million in relation to its portion of expenditures on the property. Andina has
incurred minimal costs on the PBA property for the six months ended June 30, 2009 as the partners have
wound up the drill program and are now reviewing the data to determine next steps.

6. CORPORATE SOCIAL RESPONSIBILITY

Andi na’ sto aperad in an €xemplary manner by maintaining best practices in health, safety and
environmental management, while also maintaining good relations with local communities and
government, working to foster sustainable development in the local areas surrounding its properties and,
in particular, its Volcan property.

As part of the process of putting appropriate infrastructure in place for development, the Company is

currently hiring a field manager for Volcan. This manager will be responsible for reviewing and improving,

where necessary, Andina’s policies and procedures for
Part of the field manager 'toensorethabthesegpolicies sng pracedurbsiatei t y wi |
adhered to and employees and consultants receive appropriate training in these areas.

Vol can’s surrounding area is lightly popul ated. The Cc
local inhabitants, most of them belonging to the Colla indigenous group. Andina has appointed a Chilean

community relations (o r CR") consultant to conduct a stakeholder survey in order to determine the

number of stakeholder groups and their level of development. Based on that initial study, Andina will

develop a community relations plan and budget, with th
CR activities to date have focused on education, including granting of scholarships to local youth to

pursue college or university studies.



7. PROPERTY EXPENDITURES AND COMMITMENTS

Andina’s 2009 expenditures on (immifioms):a | properties were
Option
Balance payments
December 31, and Development Balance
2008 acquisition Exploration planning Costs March 31,
Property (Restated) costs costs costs written off 2009
Encrucijada $0.74 $- $0.03 $- $- $0.77
PBA 1.44 - 0.03 - - 1.47
Volcan 47.65 4.16 4.49 0.35 - 56.65
$49.83 $4.16 $4.55 $0.35 $ - $58.89
During the six months ended June 30, 2009, Andina incurred $9.06 million in capitalized expenditures on
these properties, focused mainly on the flagship Volcan Gold Project. These expenditures included $4.16
million in capitalized option payments and acquisition costs acquired as a result of the mineral
concessions acquired from Barrick (see Section 5.1 — Acquisition of Mineral Concessions), $4.55 million in
capitalized exploration costs and $0.35 million in capitalized development planning costs.
Of the $4.55 million spent in 2009 on exploration expenditures on the Chilean properties, 98.6% of the
costs, or $4.49 million, were incurred on the Volcan Gold Project as Andina focused its exploration
activities on its most prospective property. The following table identifies the breakdown of these
expenditures:
Volcan Gold Project Exploration Expenditures
(in millions)
Drilling $1.53
Chilean Staff Costs 0.88
Value Added Taxes 0.53
Field Costs 0.39
Consultant Costs 0.25
Management and Office Costs 0.25
Stock-based Compensation (Capitalized to Mineral Properties) 0.16
Trenching 0.13
Land Taxes 0.10
Assaying 0.08
Other 0.19
$4.49
The exploration expenditures were incurred to conduct th e  C o mp kmited 'dslling program which
ended in April 2009 and included a total of approximately 3,900 metres of diamond drilling and 2,200
metres of RC drilling in Dorado West, Central and East deposits. The focus of the program was on infill
drilling to l end confidence to the Gouroep aheay ‘'ofstheunder st

preparation of the CDP and PEA.

q



Andina also incurred $0.35 million of capitalized development planning costs in support of the CDP and

PEA planned to be completed toward the end of Q4 2009 as follows:

Volcan Gold Project Development Planning Expenditures
(in millions)

Metallurgical Assessment $0.20
Environmental 0.07
Resource Review 0.05
Conceptual Development Plan 0.02
Mine Design 0.01

$0.35

In the audited December 31, 2008 financial statements, Andina recognized $26.6 million as option
payments and acquisition costs which entirely related to the acquisition, from a private Chilean company,
of water rights. The assigned value of these water rights was reclassified as an intangible asset with an

indefinite i
Accountant’s

fe as a

resul t of

t he

Company’'s

H a Bettioro 3064, Goddwill a@dAlfitgngible Assets. As a result, $26.6 million
has been reclassified from Mineral Properties to Intangible Assets as at December 31, 2008 and has no
impact on the Company's income statement.

8. QUARTERLY FINANCIAL INFORMATION

The following selected data for past eight quarters has been prepared in accordance with Canadian

generally accounting

consolidated financial statements:

principles

and

shoul d

be

read

Quarter Ended Quarter Ended Quarter Ended Quarter Ended
Operations Jun. 30, 2009 Mar. 31, 2009 Dec. 31, 2008 Sep. 30, 2008
Expenses $703,287 $969,864 $419,174 $532,576
Foreign exchange loss (gain) (135,772) 289,925 1,715,982 666,083
Stock-based compensation 160,143 320,343 46,456 130,633
Mineral properties written off - - (2,370) 560,105
Interest income (7,911) (19,744) (64,991) (124,249)
Loss $719,747 $1,560,388 $2,115,251 $1,765,148
Loss per share $0.01 $0.02 $0.03 $0.02
Total Assets
Cash and cash equivalents $22,577,575 $12,692,179 $15,809,283 $19,573,473
Other current assets 222,798 190,079 419,044 506,251
Mineral properties 58,891,354 52,573,617 49,833,044 48,000,385
Property, plant and equipment 29,642 15,770 17,072 31,427
Intangible assets 26,582,786 26,582,786 26,582,786 26,582,786
$108,304,155 $92,054,431 $92,661,229 $94,694,322
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Quarter Ended Quarter Ended Quarter Ended Quarter Ended

Operations Jun. 30, 2008 Mar. 31, 2008 Dec. 31, 2007 Sep. 30, 2007
Expenses $748,689 $418,939 $395,090 $276,402
Foreign exchange loss (gain) 50,351 367,762 29,958 (1,209,220)
Stock-based compensation 180,238 211,440 (34,986) 482,807
Mineral properties written off 1,027,959 - - -
Interest income (155,990) (173,790) (312,224) (305,789)
Loss (earnings) $1,851,247 $824,351 $77,838 ($755,800)
Loss (earnings) per share $0.03 $0.01 $ nil $ (0.01)

Total Assets

Cash and cash equivalents $22,326,677 $21,071,077 $25,189,491 $25,326,670
Other current assets 47,511 72,340 48,118 54,683
Mineral properties 47,072,606 44,092,357 37,019,982 31,171,834
Property, plant and equipment 53,021 46,769 62,052 81,415
Intangible assets 26,582,786 - - -

$96,082,601 $65,282,543 $62,319,643 $56,634,602

The major variances in cash and total assets are mainly attributable to equity placements and the funding
of t he C @xplprationyand development planning activities on its mineral properties as well as
administrative expenses. As the Company is in the exploration stage, the Company does not generate
operating revenue and as a result its sole source of income is the interest earned on cash resources.

Foreign exchange losses and gains are a result of the fluctuations in the US$ against the CDN$. Any
strengthening (or weakening) of the US$ against the CDN$ results in foreign exchange losses (or gains)
ont he Co m@ENS$ genmsninated cash and cash equivalent balances.

The increase in mineral properties is primarily a result of An d i rcentinsed focus of exploring and
developing its flagship property, the Volcan Gold Project.

The increase in intangible assets results from the $26.6 million acquisition of water rights in the second
quarter of 2008 which was reclassified from mineral properties in the first quarter of 2009 due to the
adoption of CICA Section 3064, Goodwill and Intangible Assets (see Section 14.3 — Changes in
Accounting Policies including Initial Adoption).

9. RESULTS OF OPERATIONS
Three Months Ended Six Months Ended

Operations Jun. 30, 2009 Jun. 30, 2008 Jun. 30, 2009 Jun. 30, 2008
Salaries, benefits and director fees $422,033 $391,934 $1,075,227 $555,146
Professional fees 85,037 74,996 148,759 143,667
Travel 81,691 37,970 142,830 72,391
Regulatory and shareholder information 72,523 117,920 129,324 179,384
Consulting fees 31,399 68,686 76,487 80,672
General and administrative 26,076 45,165 86,707 112,266
Unrealized loss (gain) on marketable

securities held for trading (33,122) - (7,129) -
Insurance 15,780 10,981 17,773 22,023
Amortization 1,870 1,037 3,173 2,079
Foreign exchange loss (gain) (135,772) 50,351 154,153 418,113
Stock-based compensation 160,143 180,238 480,486 391,678
Mineral properties written off - 1,027,959 - 1,027,959
Interest income (7,911) (155,990) (27,655) (329,780)
Loss $719,747 $1,851,247 $2,280,135 $2,675,598
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9.1 Six Months Ended June 30, 2009

Andina’'s results of operations for the si x228®IB% hs ende
which was lower than the loss in the comparative period last year of $2,675,598.

The variance between the two periods is due to:

e Write-off of the Anocarire property in Q2 2008 for $1,027,959.

e Fluctuation in US$ to CDN$ foreign exchange rate. During the first half of 2008, the US$
strengthened quite significantly against the CDN$ providing for a significant loss on the
C o mp a rCPN$sdenominated cash and cash equivalent balances. In the first half of 2009, the
US$ strengthened as well, but not to the degree it did in the comparative period in 2008.
Therefore, the foreign exchange rate loss in the first half of 2009 was less than the comparative
period in 2008.

e Salaries, benefits and directors fees in first half of 2009 includes severance amounts of $500,000
and $218,500 paid to the former CEO and CFO, respectively. Q2 2008 included management
bonuses of $185,800 paid in relation to the 2007/2008 exploration campaign which ran from
October 2007 through to the end of April 2008.

¢ Regulatory and shareholder information expenses were lower in the first half of 2009 as opposed
to the comparative period last year due to one-time promotional activities in the first half of 2008.

e Travel increased in the first half of 2009 as part of the increased development planning activities
in Chile. In addition, travel has increased as a result of the introduction of the new CEO to North
American and international shareholders.

e General and administrative expenditures have been reduced in the first half of 2009 in comparison
to the same period in the prior year primarily due to a reduction in capital tax.

e Stock-based compensation increased in the first half of 2009 as opposed to the comparative
period last year. This expense is affected primarily by the timing of option grants, as 25% of the
value of the options is generally expensed on the date of the grant and the remaining 75% of the
value is generally expensed over the 18 month vesting period of the options.

e Interest income was significantly lower in the first half of 2009 as opposed to the comparative
period last year due to lower interest rates in the first half of 2009. The Bank of Canada
responded to the effects of the global economic crisis by lowering interest rates and as a result,
the Company earned less interest income on its cash balances.

9.2 Three Months Ended June 30, 2009

Andina’'s results of operati on30, 2008 resultetl i@ a lbds f $EL9, MG nt hs en
which was less than the loss in the comparative period last year of $1,851,247.

The variance between the two periods is due to:

e Write-off of the Anocarire property in Q2 2008 for $1,027,959.

e Fluctuation in US$ to CDN$ foreign exchange rate. During Q2 2008, the US$ strengthened
against the CON$ provi di ng for a | oGDN$ denomihate@ cashamdpcash y ’ s
equivalent balances. In Q2 2009, the US$ weakened leading to a gain on CDN$ denominated
cash and cash equivalent balances.

e Salaries, benefits and directors fees in Q2 2009 includes severance of $218,500 paid to the
former CFO. Included in Q2 2008 were management bonuses of $185,800 paid in relation to the
2007/2008 exploration campaign which ran from October 2007 through to the end of April 2008.

e Regulatory and shareholder information expenses were reduced in Q2 2009 as opposed to the
comparative period last year due to one-time promotional activities in Q2 2008.

e Travel increased in Q2 2009 as part of the increased development planning activities in Chile. In
addition, travel has increased as a result of the introduction of the new CEO to North American
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and international shareholders.

e General and administrative expenditures has been reduced in Q2 2009 in comparison to the same
period in prior year primarily due to a reduction in capital tax.

e The unrealized gain on marketable securities held for trading is the change in market value of the
Company’ s i nirereGeekyvehith it raceived in Q3 2008.

e Interest income was significantly lower in Q2 2009 as opposed to the comparative period last year
due to lower interest rates in Q2 2009.

10. LIQUIDITY AND CAPITAL RESOURCES

Andina is wholly dependent on equity financing to complete the development of its mineral properties and
meet its obligations under various mineral property option agreements (see Section 14.6 — Risk Factors).
Andina has not generated any revenue from operations and does not expect to generate any such
revenue in its current or next fiscal year.

On June 16, 2009, the Company completed an agreement with a syndicate of underwriters under which
the underwriters bought on a private placement, bought deal basis, 10,350,000 common shares at a price
of CDN$1.50 per common share for gross proceeds of CDN$15.5 million. The underwriters received a
total cash commission equal to 6.0% of the gross proceeds of the offering and broker warrants to
purchase up to 310,500 common shares at a price of CDN$1.50, exercisable until June 16, 2011. The
Company also incurred US$0.2 million of other cash share issuance costs in relation to the transaction. In
accordance with the disclosure in Andi na’ s Short Form P r8p 200 ¢theu s dat e
“Prospectus” ,)the table below shows the actual use of proceeds against the planned use of proceeds.
Andi na’ s Rlisaosed theuseuosproceeds based on an estimate prepared by management of the
Company and was converted into CDN$ using the CDN$ to US$ noon foreign exchange rate on May 28,
2009 as reported by the Bank of Canada of 0.899. The Company has allocated the overallotment
proceeds (net of the 6% commission) on a pro-rata basis based on the use of proceeds disclosed in the
Prospectus.

. . Use of Allocation of Total Use of Total Use of Actual to
June 16’. 20.09 Financing Proceeds Overallotment Proceeds Proceeds August 20, 2009
(in millions) (CDN$) (CDN$) (CDN$) (US$) (US$)
Volcan Region Strategic
Exploration Targets $1.10 $0.16 $1.26 $1.13 $nil
Volcan Development (primarily
resource definition drilling) 8.80 1.32 10.12 9.10 nil
Conceptual Development
Engineering & Planning 1.00 0.15 1.15 1.03 0.09
General Corporate Purposes 1.79 0.27 2.06 1.85 0.73
$12.69 $1.90 $14.59 $13.11 $0.82

As at June 30, 2009, Andina’s wor kZ0.5 million éDgdembeer 31, RG08 — $85.5 million).

Working capital is calculated as the total of cash and cash equivalents ($22.6 million), marketable

securities ($0.2 million), and accounts receivable and prepaid expenses ($0.1 million) less accounts

payable and accrued liabilities ($0.9 million) and common shares to be issued ($1.5 million). Andina’ s
cash and cash equivalents are comprised of cash held in interest earning accounts and are fully liquid

deposits held at a major Canadian chartered bank. Andina does not invest in asset-backed commercial

paper.

Working capital increased for the six months ended June 30, 2009 due primarily to cash proceeds of

$12.6 million and $0.4 million from the issuance of common shares and exercise of options, respectively,
offset by expenditures of $5.0 million on mineral properties and $1.9 million of operating expenditures.
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As of June 30, 2009, Andina has approximately $22.6 million in cash and cash equivalents. Volcan Gold
Project development planning expenditures are expected to be $2.0 million for fiscal 2009 as Andina
progresses with the CDP and PEA. As at June 30, 2009, actual Volcan Gold Project development
planning expenditures totaled $0.35 million with $1.65 million expected for the second half of fiscal 2009.
Actual Volcan development planning spending will be based on timing of consultant work, capital
resources, permits and the potential for additional geological data. Estimated costs for the entire
2009/2010 field season beginning in October 2009 and running through to April 2010 is expected to be in
the range of approximately $11-$12 million, with the Company planning to deploy a total of four drill rigs
for development-related exploration (see Section 4 — Volcan Development Planning) and strategic
exploration (see Section 5.1 — Volcan Gold Project). Administrative expenditures of $1.4 million are
expected for the remainder of 2009.

Andina had no off balance sheet arrangements as at June 30, 2009.

11. OUTLOOK

Andina will continue to focus on advancing the Volcan Gold Project toward production as rapidly as
possible. Anticipated milestones during the remainder of 2009 include:

e Completion and announcement of the updated development-based resource this summer;

e Addition of several new Andina managers in Chile to set in place the appropriate administrative
infrastructure for Volcan development in Santiago and also at the Volcan site;

e Commencement of the 2009/2010 field season in October and the relocation of the Volcan camp;

e Metallurgical testing results in Q4 2009; and

e Completion and announcement of Conceptual Development Plan and Preliminary Economic
Assessment toward the end of the year.

12. CRITICAL ACCOUNTING ESTIMATES

Andina’'s significant accounting policies are summari ze
statements for the year ended December 31, 2008. These financial statements have been prepared using
Canadian GAAP applicable to a going concern, which assumes continuity of operations and realization of
assets and settlement of liabilities in the normal course of business. However, Andina is in the exploration
stage and is subject to risks and challenges similar to companies in a comparable stage (see Section 14.6
— Risk Factors). As a result of these circumstances, there is significant doubt as to the appropriateness of
the going concern presumption. There is no assurance that the Company's funding initiatives will continue
to be successful and these financial statements do not reflect the adjustments to the carrying values of
assets and liabilities and the reported expenses and balance sheet classifications that would be
necessary were the going concern assumption inappropriate. These adjustments could be material. The
policies described below, and estimates related to them, have the most significant effect in preparation
and presentation of Andina’s consolidated financial st

12.1 Mineral Properties

The recoverability of the amounts shown for mineral properties and related deferred exploration
expenditures is dependent on the existence of economi
obtain financing to complete the development of such reserves and meet its obligations under various

agreements and the success of future operations or dispositions. Changes in future conditions could

require material write-downs of the carrying amounts of the mineral properties.

Andina considers its exploration costs to have the characteristics of property, plant and equipment. As
such, Andina defers all exploration costs, including acquisition costs, field exploration and field
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supervisory costs relating to specific properties until those properties are brought into production, at which
time, they will be amortized on a unit-of-production basis based on proven and probable reserves or until
the properties are abandoned, sold or considered to be impaired in value, at which time, an appropriate
charge will be made. Andina reviews the carrying values of its mineral properties on a regular basis by
reference to project economics including the timing of the exploration and development work and the work
programs and exploration results experienced by Andina and others. When the carrying value of a
property exceeds its estimated net undiscounted future cash flows, a provision is made for the decline in
value and charged to operations.

12.2 Warrants

Andina accounts for warrants using the fair value method. Under this method, the value of warrants is
measured at fair value at the grant date using the Black-Scholes valuation model and recorded as share
capital when the warrants are exercised.

12.3 Stock-based Compensation

Andina has a stock-based compensation plan. Andina accounts for stock options using the fair value
method. Under this method, compensation expense for stock options granted is measured at fair value at
the grant date using the Black-Scholes valuation model and recognized over the vesting period of the
options granted. Forfeitures of stock options are recognized as incurred.

13. OUTSTANDING SHARE DATA

Number of
Shares
Common shares outstanding — December 31, 2008 79,376,907
Shares issued for acquisition of mineral concessions 2,000,000
Bought-deal private placement 10,350,000
Shares issued on exercise of stock options 619,000
Common shares outstanding — June 30, 2009 and August 20, 2009 92,345,907
Unexercised broker warrants — 2009 private placement 310,500
Unexercised stock options 6,666,000
Fully diluted common shares outstanding — August 20, 2009 99,322,407

13.1 Common and Preferred Shares

Andina has an authorized share capital consisting of an unlimited number of common shares and an
unlimited number of preferred shares, issuable in series. No preferred shares have been issued.

13.2 Warrants

On August 9, 2009, 182,400 of the 2007 broker warrants and 3,768,700 of the 2007 warrants (including
the 2007 warrants issuable on the exercise of the 2007 broker warrants) expired unexercised. The 2007
broker warrants and 2007 warrants were issued in relation to a private placement on a bought deal basis,
which closed on February 9, 2007.

Each of the 310,500 brokers warrants issued in connection with the 2009 Andina bought deal private

placement financing of June 16, 2009, remain outstanding as of the date of this MD&A and entitle the
underwriter to purchase one common share at a price of CDN$1.50 until June 16, 2011.
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13.3 Stock Options

Andina has a stock option plan under which stock opti
officers, employees, consultants and consultant companies. The stock option plan: (i) provides that the

number of common shares reserved for issuance, within a one year period, to any one optionee, shall not

exceed 5% of the outstanding common shares; (ii) provides the maximum number of common shares

reserved for issuance pursuant to options granted may not exceed 10% of the issued common shares; (iii)

generally provides for a vesting period of 18 months; and (iv) contains other provisions to ensure the stock

option plan is compliant with stock exchange regulations.

During the six months ended June 30, 2009 Andina issued 1,980,000 options, 619,000 options were
exercised and 325,000 options expired or were forfeited. The following options were outstanding at June 30,
2009:

Weighted
Exercise average
Options Options Price remaining life
Issue date outstanding exercisable (CDN$) (Years)
January 6, 2005 501,000 501,000 $0.70 0.52
April 21, 2005 49,000 49,000 $0.74 0.81
August 24, 2005 100,000 100,000 $0.70 1.15
September 27, 2005 295,000 295,000 $0.70 1.13
April 18, 2006 1,381,000 1,381,000 $1.35 1.66
January 16, 2007 225,000 225,000 $3.00 1.17
May 9, 2007 655,000 655,000 $3.25 2.37
November 29, 2007 150,000 150,000 $4.60 2.08
February 29, 2008 75,000 56,250 $4.30 3.67
October 8, 2008 1,175,000 697,500 $1.50 3.72
January 5, 2009 1,000,000 250,000 $1.08 4.52
February 18, 2009 200,000 50,000 $1.80 4.64
February 27, 2009 500,000 125,000 $1.70 4.67
March 12, 2009 250,000 62,500 $1.52 4.70
March 27, 2009 30,000 7,500 $1.75 4.74

6,586,000 4,604,750

On August 12, 2009, 80,000 stock options were issued to an employee of the Company. The stock
options were issued with an exercise price of CDN$1.50 and an expiry date of August 12, 2014.

14. OTHER INFORMATION
14.1 Contractual Commitments

Andina has no contractual commitments, other than leases on offices and office equipment entered into in
the ordinary course of business. All mineral property agreement commitments are at the option of Andina
and Andina can terminate the agreements prior to being required to make payments on the properties.
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14.2  Sensitivity Analysis

For six months ended June 30, 2009, management estimates that if interest rates had changed by 1%,
assuming all other variables remained constant, the impact to net loss would have been approximately
$96,000.

For the six months ended June 30, 2009, management estimates that if the United States dollar had
weakened or strengthened by 10% against the Canadian dollar and Chilean pesos, assuming all other
variables remained constant, net loss would have decreased or increased by approximately $1,674,000.

For six months ended June 30, 2009, management estimates that if the value of its marketable securities
of investments in publicly traded companies had changed 50%, with all other variables held constant, net
loss would have decreased or increased by approximately $78,994.

14.3 Changes in Accounting Policies including Initial Adoption

The Company adopted the following CICA standards commencing January 1, 2009:

Section 3064, Goodwill and Intangibles — This new Section replaces Section 3062, Goodwill and Other
Intangible Assets and provides guidance on the recognition, measurement, presentation and disclosure of
goodwill and intangible assets. The new Section specifically excludes mining activities related to
prospecting, acquisition of mineral rights, exploration, drilling and mineral development from being
considered as intangible assets, as existing Section 3061, Property, Plant and Equipment, contains
standards for measurement, presentation and disclosure of mining properties. The new standard applies
to annual and interim financial statements relating to fiscal years beginning on or after October 1, 2008
with retroactive application. The Company has adopted this accounting policy on a retroactive basis and
has identified the water rights for Volcan, having a value of $26,582,786, as an intangible asset with an
indefinite useful life. As a result, $26,582,786 has been reclassified from Mineral Properties to Intangible
Assets as at December 31, 2008 and has no impact on the Company's consolidated statement of
operations.

EIC 173 Credit Risk and the Fair Value of Financial Assets and Financial Liabilities — In January
2009, the CICA issued EIC 173, Credit Risk and the Fair Value of Financial Assets and Financial
Liabilities. The EIC 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, including derivative instruments.
This EIC applies to interim and annual financial statements relating to periods beginning on or after
January 1, 2009. Adoption of this EIC did not have any effect on the Company's consolidated financial
statements.

EIC 174 Mining Exploration Costs — In March 2009, the CICA issued EIC 174, Mining Exploration Costs.
The EIC provides guidance on the accounting and the impairment review of exploration costs. Adoption of
this EIC did not result in a significant impact to the Company's consolidated financial statements.

14.4  Future Accounting Pronouncements

Convergence with International Financial Reporting Standards (“IFRS”) - In 2006, the Canadian
Accounting St aAcéB'r)dspubbolairsdhe(d a new strategic pl
reporting requirements for Canadian companies. The AcSB strategic plan outlines the convergence of
Canadian GAAP with IFRS over an expected five-year transitional period. In February 2008 the AcSB
announced that 2011 is the changeover date for publicly-listed companies to use IFRS, replacing
Canada’s own GAAP. The date applies to interim

beginning on or after January 1, 2011. The transition date of January 1, 2011 will require the restatement,
for comparative purposes, of amounts reported by the Company for the year ended December 31, 2010.
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Andina has begun assessing the adoption of IFRS for 2011 and is currently evaluating the Company '’ s
business processes to assess the material impact of the conversion. Andina will stay informed on the
upcoming changes to IFRS based on the projects in place or to be initiated by the International
Accounting Standards Board and will adjust its plan along the way to include all key elements to ensure
compliance by 2011.

145 Corporate Governance

Andina’ s Board of Directors follows corporate gover n:
transparency and accountability to shareholders.

The Audit Committee fulfills its role of ensuring the integrity of the reported information through its review

of the interim and audited annual consolidated financial statements prior to their submission to the Board

of Directors for approval. The Audit Committee, comprised of three independent directors, meets with

management and the external auditors on a quarterly basis to review the financial statements, including

the management’'s discussion and analysi s, aahabntrolo di scu
matters.

The Human Resources and Corporate Governance Committee fulfills its role of assisting the Board of
Directors in fulfilling its oversight responsibilities by assessing the effectiveness of the Board of Directors;
assessing t s egoveinamogy noposing new nominees for appointment to the Board of
Directors; and approving compensation matters pertaining to the executives and senior management. The
Human Resources and Corporate Governance Committee, comprised of three independent directors,
meets at least once per annum or more frequently as circumstances require.

14.6 Risk Factors

The Company is in the advanced exploration stage and is transitioning to development and is subject to

the risks and challenges similar to other companies in a comparable stage. The risk factors set forth in
Andina’s AIF dated April 8, 2009, a copy of which i s
future operating results and could cause actual events to differ materially from those described in forward-

looking statements relating to the Company.

14.7 Forward-Looking Statements

This report may contain forward-looking information, future oriented financial information, and financial
outl ooks, as wel/l as predictions, proj-eobkbng Banfiopmateti
within the meaning of Canadian securities laws. Forward-looking information includes, but are not limited
to, statements with respect to exploration results, the future price of gold, the estimation of mineral
reserves and resources, the realization of mineral reserve and resource estimates, the timing and amount
of estimated future production, costs of production, anticipated budgets and exploration expenditures,
capital expenditures, costs and timing of the development of new deposits, the success of exploration
activities generally, permitting time lines, currency fluctuations, requirements for additional capital, liquidity
and financing risks related to the global economic crisis, government regulation of exploration and mining
operations, environmental risks, unanticipated reclamation expenses, title disputes or claims, limitations
on insurance coverage and the timing and possible outcome of any pending litigation. Often, but not

always, forward-l ooki ng statements can be identified by the us
“doesxpetté, “is expected”, "budget ", “schedul ed”, “es
“does not anticipate”, or “believes”, or describes a *“
t hat certain actions, " cowlnd’s, o‘rworudsdul,t s mingahyt”", or “ wi

achieved. Actual results may vary from such forward-looking information for a variety of reasons, including
those set forth below.
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Forward-looking statements involve known and unknown risks, future events, conditions, uncertainties
and other factors which may cause the actual results, performance or achievements to be materially
different from any future results, prediction, projection, forecast, performance or achievements expressed
or implied by the forward-looking statements. Such factors include, among others:

e the actual results of current exploration activities

e actual results and interpretation of current reclamation activities

e conclusions of economic evaluations; changes in project parameters as plans continue to be
refined

o future prices of gold, silver and copper; possible variations in ore grade or recovery rates; failure
of plant, equipment or processes to operate as anticipated; accidents, labour disputes and other
risks of the mining industry

e delays in obtaining governmental approvals or financing or in the completion of exploration,
development or construction activities, the results of economic analyses and studies, as well as
those factors disclosed in the Andina's publicly filed documents.

Although Andina has attempted to identify important factors that could cause actual actions, events or
results to differ materially from those described in forward-looking statements, there may be other factors
that cause actions, events or results not to be as anticipated, estimated or intended. There can be no
assurance that forward-looking statements will prove to be accurate, as actual results and future events
could differ materially from those anticipated in such statements. Accordingly, readers should not place
undue reliance on forward-looking statements. Andina does not intend to update forward-looking
information except as required by law.
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