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CORPORATE PROFILE

Sultan Minerals Inc. is a Vancouver based mineral exploration company currently focused on the
exploration and assessment of the Kena Gold Property and the Jersey-Emerald Property, both located

in southeastern British Columbia.

Recent drill intersections completed on the Kena Gold property suggest potential for an open pit
deposit but numerous bonanza gold grade intersections also suggest potential for a high-grade
underground deposit. The Kena Gold Property has sparked "Gold Fever" in investors and captured the

imagination of the general public.
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ANNUAL GENERAL MEETING

The Annual General Meeting will be held on June 26, 2002 at 2:00 pm at the offices of the Company,

Suite 1400 — 570 Granville Street, Vancouver, British Columbia.
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SULTAN MINERALS INC.

PRESIDENT’S REPORT 2001

On behalf of the Board of Directors, I am pleased to present the
Annual Report of Sultan Minerals Inc. for the year ended
December 31, 2001. This past year has been an exciting period
for our company with the successful completion of 40 diamond
drill holes in the new Gold Mountain Zone on the Company’s
Kena Property in southeastern British Columbia. Because of this
success Sultan Minerals Inc. has gained media respect,
public credibility and backing of the financial community,
allowing us to raise over $2,000,000 in the past year.

THE GOLD MARKET

Recent market action suggests that gold is in the earliest
stages of a new bull market that could last for several years.
For the past 6 years gold has been artificially suppressed by
central bank sales and therefore has been out of favour as an

investment. Some of these bank sales are now coming to an
Arthur G. Troup, PEng., President end and this is having a positive affect on investment
sentiment. Over the past 12 months the price of gold has
increased by more than 15% and the share price of the senior
gold producers has increased by 35% or more. This, coupled with the return of inflation, the threat of
higher interest rates, the Middle East crisis and the need for a safe investment haven in Japan and other
countries has certainly changed the fundamental outlook for gold. There is now a renewed interest in gold
that we believe will lead to higher prices for gold, gold producing companies and junior gold stocks.

THE YEAR 2001
THE KENA GOLD-COPPER PROPERTY, B.C.

In 2001, the company focused on exploration of the Gold Mountain Zone on its Kena Property located near
the town of Ymir in southeastern British Columbia. The Gold Mountain Zone is a new discovery found by
trenching in 2000 over a rock unit previously considered to be unmineralized.

Over the past year a total of 40 successful diamond drill holes were completed on the Gold Mountain Zone,
creating a new gold rush for BC. The drill results show a number of high-grade gold bearing structures
within a wide, low-grade gold zone averaging better than 1.0 g/t gold. Every hole intersected elevated gold
values with visible gold recognized in over half of the holes. Fourteen of the 40 diamond drill holes
returned gold assays of greater than 10.0 g/t with the best intersection giving 240.07 g/t gold across a width
of 1.23 metres. The two styles of mineralization suggest potential for both large bulk tonnage and smaller
high-grade gold deposits.

Preliminary metallurgical testing completed in 2001 provided encouraging results, with gold recoveries of
92% to 97% in 24 hours.

The Gold Mountain Zone occurs within a geochemical and geophysical anomaly that is three kilometres
long and up to one kilometre wide. Elsewhere on the Kena Property regional prospecting and geochemical
sampling has identified 9 additional gold-bearing targets that require follow-up.

In 2002 drilling will continue over the southern extension of the Gold Mountain Zone and will also be
conducted on several additional target areas.
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OTHER PROPERTIES

Sultan also continues to hold its Jersey lead-zinc and Emerald tungsten properties located 5.0 kilometres
south of Salmo in southeastern British Columbia.

Emerald Tungsten Property

Sultan’s Emerald Property contains the historic Emerald, Feeney and Dodger Tungsten Mines, located in
southeastern British Columbia. This historic property was the largest tungsten producer in British
Columbia and the second largest in Canada. With the current increase in tungsten prices, the Company is
re-evaluating the tungsten potential of this property. Diamond drill data and reserve calculations obtained
from the previous property owner (Canadian Exploration Ltd. — now Placer Dome) are currently being
digitally compiled to allow computer modeling of the data.

Jersey Property — Wilson Creek Zone

Sultan’s Jersey Property is located adjacent to the Emerald Mine, and hosts the former 7,968,080-ton Jersey
lead-zinc mine operated by Canadian Exploration Ltd. (now Placer Dome) until 1973.

Work done by Sultan on the Jersey Property has defined a large zinc soil anomaly situated 3.0 km south
of the former Jersey Mine. Referred to as the Wilson Creek Zone, this geochemical target has many
characteristics of a classic sedex target with coincident positive magnetic and gravity anomalies.

ACKNOWLEDGMENTS

On behalf of the Board of Directors, I would like to thank our dedicated employees and consultants for their
hard work and commitment that has contributed to our success over the past year. I would also like to
thank you, our shareholders, for the support and confidence you have shown in our Company.

With an exceptional new gold discovery that demonstrates potential for both high-grade and large

low-grade deposits, excellent infrastructure and a favourable gold market, I am confident that 2002 will be
a rewarding year for our Company.

On behalf of the Board of Directors

A.G. Troup, PEng., President
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SULTAN MINERALS INC.

PROJECT REVIEW

Kena Property, Ymir, British Columbia

Throughout 2001, Sultan focused on exploration of the recently discovered Gold Mountain
Zone on its Kena Property, located near the community of Ymir in southeastern British
Columbia. The Kena Property, and contiguous properties staked and optioned during the
year cover approximately 7,700 hectares of land situated 45 kilometres north of the Teck
Cominco Limited smelter at Trail, British Columbia. Infrastructure in the area is excellent,
and a power line, rail bed and major highway pass through the centre of the property. A
network of active logging roads provides additional access to much of the Kena property.

The Kena Property comprises several claims worked intermittently by a number of
exploration companies from 1974 to 1991. Sultan acquired and amalgamated the claims in

1999, and in 2001 has added several new claims to the property through option agreements
and by staking. Details of the option agreements are reviewed in the management discussion

and analysis section of this annual report.
GEOLOGY AND MINERALIZATION

Volcanic rocks of the Rossland Group (Elise Formation), which
are intruded by the younger Silver King Porphyry stock, underlie
the Kena Property. A large number of mineral occurrences,
including the Kena, Cat and Shaft prospects on the east and the
former Silver King copper-silver mine on the west, are spatially
related to the Silver King Porphyry unit.

Exploration and data compilation by Sultan have identified
11 gold-bearing zones on the Kena property. These are the
Gold Mountain, Kena Gold, Shaft, Cat, South Gold, Three
Friends, Euphrates, Gold Cup, Great Western, Tough Nut
and Cariboo Zones.
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Higher gold grades are found along the East site at a 2 1/2 kilometer long I.P
chargeability anomaly that remains open to the North and South.
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Gold Mountain Zone

The Gold Mountain Zone is a porphyry style gold target located within a 17-kilometre long Jurassic age
intrusive body referred to as the Silver King porphyry. Recent geochemical and geophysical surveys have
traced the anomalous target area over the Gold Mountain Zone to current maximum dimensions of 3,300
by 1,400 metres. The zone hosts bimodal gold mineralization comprised of a low-grade, bulk tonnage gold
target that contains narrower bands of high-grade gold mineralization. The mineralization is hosted within
porphyritic intrusive rocks and mafic volcanic rocks of Jurassic age. The bulk tonnage target has classic
porphyry deposit characteristics in its alteration assemblages and mineralization styles. The high-grade
gold mineralization is often spatially, but not necessarily intimately, associated with pyrite bands or quartz
veinlets. Often the high-grade areas contain narrow bands of heavily disseminated but minute gold grains.

In 2001, 29 diamond drill holes were completed on

the Gold Mountain Zone with extremely encouraging
results. The initial drilling included a fence of drill
holes along Line 1100N, through the "discovery"
trench area for a distance of 400 metres. Additional

holes were done through a portion of the geophysical LEOERD f
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The above cross section through 1100N shows the extent of the bulk tonnage gold
mineralization in the hatching.
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SULTAN MINERALS INC.

MANAGEMENT DISCUSSION AND ANALYSIS

Shareholder communications costs increased from $31,005 in fiscal 2000 to $87,939 in fiscal 2002. Costs
have increased due to increased transfer agent fees and regulatory costs related to the financings
completed during the year. Sultan has rebuilt its website and there have been additional costs incurred
with the maintenance of the site due to increased activity. Sultan has also made a concerted effort to
increase the awareness of the Company during the year, attending several investment conferences. Sultan
has also worked to increase awareness by having articles written about the exploration activity at the Kena
Property. In fiscal 2001, Sultan had no investor relations’ contracts with any company or individual.

The Company spent $1,533 in fiscal 2001 and $1,346 in fiscal 2000 on property review and
investigation costs. Travel costs have increased from $2,442 in fiscal 2000 to $2,619 in fiscal 2001.

Liquidity and Capital Resources

The Company has working capital of $1,249,071 as at December 31, 2001, compared to a working capital
deficiency of $40,606 at December 31, 2000. Of the cash on hand of $1,269,449 at December 31, 2001,
$674,726 is reserved for expenditures eligible for flow-through exploration, leaving $594,723 for
administration and exploration activities not eligible for flow-through exploration.

During fiscal 2001 the Company issued 885,531 common shares to Lang Mining Corporation in exchange
for $88,553 in debt.

Financing Activities

During the fiscal year ended December 31, 2001, Sultan completed several private placements and one
short-form offering through the issuance of 12,469,923 common shares providing $1,851,241, after all
share issuance costs, to the Company. Also during the year 1,495,250 common shares were issued on
the exercise of warrants and stock options, providing a further $235,788 to the treasury. At December
31, 2001, there were 5,396,904 warrants outstanding to purchase additional common shares at prices
ranging from $0.17 to $0.30, expiring at various dates from October 9, 2002 to October 9, 2003. Of the
financings completed during the year, $1,408,930 was raised through the issuance of flow through
shares. In Canada, when a Company issues flow through shares, the tax benefits for the eligible exploration
expenditures incurred in Canada associated with these shares are renounced to the shareholders that
receive these shares. In connection with the renunciation of costs related to flow through shares, the
Company has a future income tax effect related to these flow through shares of $628,665. All legal and
other costs related to these financings must be paid out of general working capital. The proceeds of the
flow-through financings are to be used for exploration on the Kena Property, with some funds reserved
for the Jersey and Emerald Properties. At December 31, 2001, Sultan had $674,726 of unexpended
flow-through funds that have been renounced and must be expended by December 31, 2002.

Subsequent to the year ended December 31, 2001, a private placement for 1,000,000 units was
completed at a price of $0.28 per unit. Each unit consists of one common share and one-half of a share
purchase warrant. Each whole warrant entitles the holder to purchase one additional common share of
the Company at a price of $0.32 for one year expiring January 18, 2003. An agent’s warrant was paid
in consideration, exercisable to purchase up to 150,000 common shares of the Company until January
18, 2003, at a price of $0.28 per share.

Investing Activities

The Company has expended $969,634 in acquisition and exploration costs on the Kena Property and
$10,370 on the Jersey and Emerald Properties in fiscal 2001 for a total expenditure of $980,004 on mineral
property interests.
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SULTAN MINERALS INC.

MANAGEMENT DISCUSSION AND ANALYSIS

Sultan entered into an option agreement in November 1999 to acquire 100% of the Kena Property located
near Ymir in southeastern British Columbia. Sultan may earn its interest in the property by making
payments totalling $110,000, of which $30,000 has been paid, issuing 200,000 common shares, of which
100,000 common shares have been issued, and completing a work program totalling $600,000 by
November 1, 2003. The Kena property is subject to a 3% net smelter returns royalty ("NSR") on gold and
silver and 1.5% on other metals. Sultan has the right to purchase 50% of the royalty for the greater of 7,000
ounces of gold or $2,000,000 and must make an additional payment of 100,000 shares on commencement
of commercial production. In fiscal 2002, to maintain its option on the Kena Property, Sultan must pay
$40,000 and issue 50,000 common shares to the optionors of the property.

During fiscal 2001 Sultan entered into several option agreements on properties contiguous to the Kena
Property. These properties include the Great Western claim group, the Tough Nut claim group and the
Cariboo properties and subsequent to December 31, 2001, the Company obtained an option on the adja-
cent Silver King Mine.

Sultan has the option to acquire 100% of the Great Western claim group, consisting of 3 claim units. The
terms of the option are that the Company must make total cash payments of $45,000 ($2,500 paid) and
issue 200,000 common shares (50,000 issued) over a three-year period. The property is subject to a 3% NSR
from production of gold and silver, 1.5% from production of other metals and a further 200,000 common
shares on receipt of a positive feasibility study. The Company has the right to purchase the NSR for
$1,000,000 upon commencement of commercial production. In fiscal 2002, to maintain its option on the
Great Western claim group, Sultan must pay $7,500 and issue 50,000 common shares to the optionors of
the property.

Sultan also has the option to acquire 100% of the Tough Nut claim group, consisting of 32 two-post and
fractional claim units, one two-unit metric mineral claim, one six-unit metric mineral claim and one crown
grant, subject to an underlying NSR of 1% on certain claims. The terms of the option are that the Company
must make cash payments of $120,000 ($5,000 paid) and issue 200,000 common shares (50,000 issued)
over a four-year period. Certain claims are subject to a 3% NSR from production of gold and silver and 1.5%
from production of other metals. Two-thirds of the NSR may be purchased from the optionors for
$2,000,000 at any time prior to commencement of commercial production. Certain claims are subject to a
2% NSR from production of gold and silver and 0.5% from the production of other metals until a
$1,000,000 cap has been paid on the underlying royalty. If the option buyout is exercised, no further
royalty payments will be made to the optionors on the claims with the underlying royalty until the cap has
been paid. In fiscal 2002, to maintain its option on the Tough Nut claim group, Sultan must pay $5,000 and
issue 50,000 common shares to the optionors of the property.

In December Sultan entered into an option agreement to earn 100% interest in five claim units, the Cariboo
properties. To earn its interest, Sultan must make cash payments totalling $52,500 ($2,500 paid) and issue
200,000 common shares (25,000 issued) over four years. A further 200,000 common shares of the
Company are to be issued upon receipt of a positive feasibility study. A NSR of 3.0% from production of
gold and 1.5% from production of other metals is payable to the optionors. Two-thirds of the NSR may be
purchased from the vendor upon commencement of commercial production. In fiscal 2002, to maintain its
option on the Cariboo claims, Sultan must pay $5,000 and issue 25,000 common shares to the optionors
of the property.

Subsequent to December 31, 2001, Sultan entered into an option agreement to earn 100% interest in the
Silver King Mine comprised of 24 crown grants and two claims held by Arbutus Resources Ltd.
("Arbutus"). The terms of the option are that Sultan must make total cash payments of $130,000 and issue
250,000 common shares to Arbutus over a three-year period. Sultan must also make a cash payment to
Arbutus in 2005 equal to the greater of (a) $240,000 or (b) 120% of the 2006 assessed value of the surface
rights for seven Crown granted claims. A further 200,000 common shares of the Company are to be issued
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SULTAN MINERALS INC.

MANAGEMENT DISCUSSION AND ANALYSIS

upon receipt of a positive feasibility study or commencement of commercial production. A NSR of 3.0%
from production is payable to the optionor with a minimum annual royalty payment of $40,000 (inflation
indexed). Sultan will have the right to purchase 50% of the above NSR from Arbutus for $1,000,000 upon
commencement of commercial production. In fiscal 2002 the Company paid $5,000 and issued 50,000
common shares to the optionor of the property.

With respect to its mineral property interests, the Company has planned a $650,000 exploration program
that will include 6,000 metres of diamond drilling.

The Company has completed all current cash commitments for mineral property interests. The Company
does not currently anticipate any deficiencies in long-term liquidity but if any such deficiencies arise, the
Company would expect to raise additional funds through private placements of its shares, or some other
form of equity financing.

Risks and Uncertainties

All of Sultan’s current exploration projects are in British Columbia, Canada. None of the Company’s
exploration projects have any identifiable ore reserves.

Sultan is considered a junior exploration company. Its primary activity is the exploration and future
development of precious and base metal mineral properties. Sultan has no source of revenue other than
minor interest income from excess cash balances on hand. A mining project can typically require five years
or more between discovery, definition, development and construction. As a result, no production revenue
is expected from any of the Company's exploration properties within that time frame.

All of the Company's short to medium-term operating and exploration cash flow must be derived from
external financing. The Company believes it has sufficient capital to fund ongoing operations for at least
the next year. Actual funding may vary from what was planned due to a number of factors, the most
significant of which would be the progress of exploration and development on its current properties. In the
event that changes in market conditions prevent the Company from receiving additional external financing
if required, the Company will need to review its property holdings and prioritize project exploration with
cash availability.

Typical risk factors include metal price fluctuations and operating and environmental hazards encountered
in the mining business, competition for properties, dependence on key personnel, potential liabilities in
excess of insurance policy limits and coverage, where possible to obtain such insurance, and available funds
may also limit opportunities.

General

During the year, the Company granted 640,000 stock options to directors, employees and consultants to
the Company at $0.21 per share expiring August 31, 2006, and 751,000 stock options at $0.40 per share
expiring October 19, 2006. These shares were issued pursuant to the rules and regulations of the TSX
Venture Exchange.

Outlook

For fiscal 2002, Sultan will continue to focus its exploration activity on the Kena Project near Ymir, and
will review the planned 2002 exploration programs on the Jersey and Emerald Properties.
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SULTAN MINERALS INC.

AUDITORS’ REPORT

To the Shareholders of Sultan Minerals Inc.

We have audited the balance sheets of Sultan Minerals Inc. as at December 31, 2001 and 2000, and the
statements of operations and deficit and cash flows for each of the years ended December 31, 2001 and
2000. These financial statements are the responsibility of the Company’s management. Our responsibility

is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the

overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the
Company as at December 31, 2001 and 2000 and the results of its operations and its cash flows for each of
the years ended December 31, 2001 and 2000 in accordance with Canadian generally accepted accounting
principles. As required by the Company Act (British Columbia), we report that, in our opinion, these

principles have been applied on a consistent basis.

Morgan and Company

Chartered Accountants
Vancouver, Canada

April 12, 2002
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SULTAN MINERALS INC.

Balance Sheets

Assets

Current assets
Cash and cash equivalents

Amounts receivable

Mineral property interests (see schedule) (note 3)
Investments (note 4)

Reclamation bonds

Liabilities and Shareholders’ Equity
Current liabilities
Accounts payable and accrued liabilities

Future income taxes (note 7)

Shareholders’ equity
Share capital (note 5)
Share subscriptions (note 5)

Deficit

Subsequent events (notes 5 and 8)

See accompanying notes to financial statements.

Approved by the Directors

(R Zezeo

Arthur G. Troup

December 31

December 31

2001 2000
$ 1,269,449 $ 35,897
82,404 11,461
1,351,853 47,358
3,172,440 2,192,436
3,913 3,913
14,000 14,000
$ 4,542,206 $ 2,257,707
$ 102,782 $ 87,964
628,005 -
731,447 87,964
10,821,678 9,217,011
252,000 -
(7,262,919) (7,047,268)
3,810,759 2,169,743
$ 4,542,206 $ 2,257,707

T

Frank A. Lang
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SULTAN MINERALS INC.

Statements of Operations and Deficit

Expenses

Legal, accounting and audit
Office and administration
Salaries and benefits
Shareholder communications

Property investigations

Travel

Interest and other income

Loss for the year
Deficit, beginning of year

Deficit, end of year

Years Ended December 31

2001 2000
$ 24,774 $ 15563
42,485 40,771
64,202 36,955
87,939 31,005
1,533 1,346
2,619 2,442
(7,901) (4,367)
215,651 123,715
(215,651) (123,715)
(7,047,268) (6,923,553)

$ (7,262,919)

$ (7,047,268)

Loss per share, basic and diluted $ (0.01) $ (0.01)
Weighted average number of common shares outstanding 20,792,476 14,624,004
See accompanying notes to financial statements.
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SULTAN MINERALS INC.

Statements of Cash Flows

Cash provided by (used for)
Operations

Loss for the year

Changes in non-cash operating working capital

Amounts receivable

Accounts payable and accrued liabilities

Investing

Mineral property interests
Acquisition costs
Exploration and development costs

Reclamation deposits

Financing

Share subscriptions

Common shares issued for cash, net of share issue costs

Cash and cash equivalents

Increase (decrease) during the year
Balance, beginning of year
Balance, end of year

Supplemental information

Shares issued for mineral property interests
Shares issued for settlement of debt
Future income taxes

Share capital

See accompanying notes to financial statements.

Years Ended December 31

2001 2000
$ (215,651 $ (123,715)
(70,943) (1,290)
103,371 57,201
(183,223) (67,804)
(57,194) (26,920)
(865,060) (257,519)
- (6,000)
(922,254) (290,439)
252,000 -
2,087,029 337,776
2,339,029 337,776
1,233,552 (20,467)
35,897 56,364

$ 1,269,449 $ 35897
$ 57,750 $ 33,500
88,553 -
(628,665) -
482,362 (33,500)
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SULTAN MINERALS INC.
Notes to Financial Statements - Years ended December 31, 2001 and 2000

1. Going concern and nature of operations

Sultan Minerals Inc. (the "Company") is incorporated under the Company Act (British Columbia),
and its principal business activity is the exploration and development of mineral properties in Canada.

The Company is in the process of exploring its mineral property interests and has not yet determined
whether its mineral property interests contain mineral reserves that are economically recoverable.

Although the Company has taken steps to verify title to mineral properties in which it has an interest,
in accordance with industry standards for the current state of exploration of such properties, these
procedures do not guarantee the Company’ title. Property title may be subject to unregistered prior
agreements and non-compliance with regulatory requirements.

2. Significant accounting policies
(a) Basis of presentation

These financial statements have been prepared in accordance with accounting principles and
practices generally accepted in Canada.

(b) Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
values of assets, such as the recoverable value of mineral property interests, liabilities, the
disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenses during the reporting period. Significant areas requiring
the use of management estimates include the determination of impairment of mineral property
interests and reclamation obligations. In assessing the underlying values of mineral property
interests, management considers the exploration and development plans and any future operation
of the mineral property interests. These arrangements may, and likely will, change in the future
in response to changing business conditions, and these changes may impact the Company’s
estimates of cash flows. As a result, actual results could differ from current estimates.

(¢) Cash and cash equivalents

Cash and cash equivalents consist of cash on deposit with banks and highly liquid short-term interest
bearing investments with maturities of less than 90 days from the original date of acquisition.

(d) Fair value of financial instruments

The carrying amount of cash and equivalents, amounts receivable and accounts payable and
accrued liabilities approximates fair value due to their short-term nature.

(e) Investments
The Company accounts for its portfolio investments as long-term investments. They are recorded

at cost unless a permanent decline in value has been determined, at which time they are written
down to market value.
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SULTAN MINERALS INC.

Notes to Financial Statements - Years ended December 31, 2001 and 2000 (Continued)

2. Significant accounting policies (Continued)
() Mineral property interests

Mineral property acquisition costs and exploration and development costs are deferred until the
property to which they relate is placed into production, sold, allowed to lapse or abandoned.
These costs will be amortized over the estimated life of the property following commencement of
commercial production or written off if the property is sold, allowed to lapse or abandoned.

Mineral property acquisition costs include the cash consideration and the fair market value of
common shares, based on the trading price of the shares, issued for mineral property interests
pursuant to the terms of the agreement. Payments relating to a property acquired under an option
or joint venture agreement, where payments are made at the sole discretion of the Company, are
recorded in the accounts upon payment.

The amount shown for mineral property interests represents costs incurred to date and the fair
market value of common shares issued and does not necessarily reflect present or future value.

Administrative expenditures are expensed in the year incurred. Property investigation costs,
where a property interest is not acquired, are expensed as incurred.

(g) Flow through common shares

Resource expenditure deductions for income tax purposes related to exploration activities
funded by flow through share arrangements are renounced to investors in accordance with
income tax legislation. Capital stock is reduced and future income tax liability is increased by the
estimated tax benefits transferred to shareholders.

(h) Loss per common share

Basic loss per common share is calculated by dividing loss available to common shareholders
by the weighted average number of common shares outstanding during the year. For all
periods presented, loss available to common shareholders equals the reported loss. Diluted
loss per share is calculated by the treasury stock method. Under the treasury stock method,
the weighted average number of common shares outstanding or the calculation of diluted loss
per share assumes that the proceeds to be received on the exercise of dilutive stock options
and warrants are applied to repurchase common shares at the average market price for the
period. This policy was adopted in the year ended December 31, 2001, and has been applied
retroactively. There was no impact from the retroactive application on dilutive loss per share.

(1) Income taxes

Effective January 1, 2001, the Company adopted the new recommendations of the Canadian
Institute of Chartered Accountants with respect to accounting for income taxes. Under the
new recommendations, the liability method of tax allocation is used, based on differences
between financial reporting and tax bases of assets and liabilities.

Previously, the deferral method was used, based on differences in the timing of reporting
income and expenses in financial statements and tax returns. The new method was applied
retroactively without any restatement of the 2000 financial statements being required.

Income taxes are calculated using the liability method of accounting. Temporary differences
arising from the difference between the tax basis of an asset or liability and its carrying
amount on the balance sheet are used to calculate future income tax liabilities or assets.
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SULTAN MINERALS INC.

Notes to Financial Statements - Years ended December 31, 2001 and 2000 (Continued)

2. Significant accounting policies (Continued)

Future income tax liabilities or assets are calculated using the tax rates anticipated to apply in
the periods that the temporary differences are expected to reverse.

(j) Stock options

The Company from time to time issues stock options as described in note 5. No compensation
expense is recognized when shares or stock options are issued to employees. Any consideration
for shares issued on exercise of share purchase options is credited to share capital.

3. Mineral property interests
(a) Kena Property, Ymir, British Columbia, Canada.

The Company holds an option agreement to acquire a 100% interest in the Kena Property located
near the community of Ymir in southeastern British Columbia. The Company may earn a 100%
interest in the property by making payments totalling $110,000, of which $30,000 has been paid,
issuing 200,000 common shares, of which 100,000 common shares have been issued, and
completing a work program totalling $600,000 by November 1, 2003. The Company completed
a minimum $12,000 due diligence program over the property by April 30, 2000. The property is
subject to a 3% net smelter returns royalty ("NSR") on gold and silver and 1.5% on other metals.
The Company has the right to purchase 50% of the royalty for the greater of 7,000 ounces of gold
or $2,000,000 and must make an additional payment of 100,000 shares on commencement of
commercial production.

In fiscal 2001 the Company entered into an option agreement to acquire 100% of the Great
Western claim group, consisting of 3 claim units contiguous to the Kena property. The terms of
the option are that the Company must make total cash payments of $45,000 ($2,500 paid) and
issue 200,000 common shares (50,000 issued) over a three-year period. The property is subject
to a 3% NSR from production of gold and silver, 1.5% from production of other metals and a
further 200,000 common shares on receipt of a positive feasibility study. The Company has the
right to purchase the NSR for $1,000,000 upon commencement of commercial production.

The Company also entered into an option agreement to acquire 100% of the Tough Nut claim
group, consisting of 32 two-post and fractional claim units, one two-unit metric mineral claim,
one six-unit metric mineral claim and one crown grant, subject to an underlying NSR of 1% on
certain claims. The terms of the option are that the Company must make cash payments of
$120,000 ($5,000 paid) and issue 200,000 common shares (50,000 issued) over a four-year period.

Certain claims are subject to a 3% NSR from production of gold and silver and 1.5% from
production of other metals. Two-thirds of the NSR may be purchased from the optionors for
$2,000,000 at any time prior to commencement of commercial production. Certain claims are
subject to a 2% NSR from production of gold and silver and 0.5% from the production of other
metals until a $1,000,000 cap has been paid on the underlying royalty. If the option buyout is
exercised, no further royalty payments will be made to the optionors on the claims with the
underlying royalty until the cap has been paid.

The Company holds an option agreement to earn 100% in five claim units, the Cariboo properties,
located north of Ymir in south-eastern British Columbia and contiguous to the Kena Property. To
earn its interest, the Company must make cash payments totalling $52,500 ($2,500 paid) and
issue 200,000 common shares (25,000 issued) over four years. A further 200,000 common
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3. Mineral property interests (Continued)

shares of the Company are to be issued upon receipt of a positive feasibility study. An NSR of
3.0% from production of gold and 1.5% from production of other metals is payable to the
optionor. Two-thirds of the NSR may be purchased from the optionor upon commencement of
commercial production.

(b) Jersey and Emerald Properties, Salmo, British Columbia, Canada

The Company holds a 100% interest in the Jersey Claim Group located near Salmo, British
Columbia. The property is subject to a 3% NSR that can be reduced to 1.5% by making payments
of $500,000 and issuing 50,000 common shares. In October 2000 an amendment to the
agreement extended the start of royalty payments to 2004. In consideration, 200,000 common
shares were issued to the royalty holders.

The Tungsten King Prospect comprises 17 crown-granted mineral claims. The Company acquired
a 100% interest in the property by issuing 100,000 shares of the Company.

The Company holds a 100% interest in the Truman Hill and Leroy North properties. The
property is subject to a NSR of 1.5% of which 50% can be purchased by issuing 25,000 shares of
the Company.

The Company holds a 100% interest in the Summit Gold Property consisting of 4 mineral units
and one reverted crown grant. The property is subject to a 2% NSR, which the Company has the
right to purchase for $500,000.

The Company holds a 100% interest in the Jumbo 2 and Boncher crown granted mineral claims.

4. Investments

Name of Public Company Number of Shares Book Value Book Value
2001 2000
Emgold Mining Corporation 6,020 $3,913 $3,913

The quoted market value of the above securities as at December 31, 2001, was $482 (2000: $241).
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5. Share capital

The authorized share capital of the Company consists of 50,000,000 common shares without par value
and 50,000,000 preferred shares without par value.

Common shares issued and outstanding are as follows:

Number Amount
of Shares

Balance, December 31, 1999 13,680,835 $ 8,845,735
Issued for cash

Short form offering at $0.15, net of issue costs 2,000,000 237,776

Private placement at $0.15 666,667 100,000
Issued for mineral property interests

Kena property payment at $0.23 50,000 11,500

Jersey Emerald property payment at $0.11 200,000 22,000
Balance, December 31, 2000 16,597,502 9,217,011
Issued for cash

Private placement at $0.10 2,000,000 194,710

Warrants exercised at $0.15 1,470,250 220,538

Warrants exercised at $0.25 40,000 10,000

Private placement at $0.15 4,000,000 505,765

Private placement at $0.17 4,115,000 619,648

Stock options at $0.21 25,000 5,250

Short form offering at $0.28, net of issue costs 2,354,923 531,118

Future income tax effect of flow through shares issued - (628,665)
Debt settlement at $0.10 885,531 88,553
Issued for mineral property interests

Kena property payment at $0.12 50,000 6,000

Great Western property payment at $0.46 50,000 23,000

Tough Nut property payment at $0.46 50,000 23,000

Cariboo property payment at $0.23 25,000 5,750
Balance, December 31, 2001 31,663,206 $10,821,678

During the year ended December 31, 2001, the Company issued 7,389,923 flow-through common
shares at various prices ranging from $0.10 to $0.28. There were no flow-through warrants
associated with these shares.
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5. Share capital (Continued)

Subsequent to the year ended December 31, 2001, a private placement for 1,000,000 units was
completed at a price of $0.28 per unit. Each unit consists of one common share and one-half of a
share purchase warrant. Each whole warrant entitles the holder to purchase one additional common
share of the Company at a price of $0.32 for one year expiring January 18, 2003. An agent’s warrant
was paid in consideration, exercisable to purchase up to 150,000 common shares of the Company

until January 18, 2003, at a price of $0.28 per share.

In connection with the issuance of flow-through shares, the Company agreed to incur Canadian
Exploration Expenditures ("CEE") and renounce to the shareholders the tax benefits associated with
CEE incurred. The CEE renounced to the flow-through shareholders is not deductible for income tax

purposes by the Company.

(a) Stock options

The Company does not have a stock option plan for its directors and employees to acquire common
shares of the Company but the TSX Venture Exchange allows for the issue of stock options up to
10% of the outstanding common shares. At December 31, 2001, the Company could issue up to
3,166,321 (2000 — 1,639,750) stock options. At December 31, 2001, there were 2,351,000 (2000 —
1,150,000) stock options outstanding at a price determined by the fair market value of the shares at

the date of grant. The options currently outstanding are exercisable for periods up to five years.

The following table summarizes information about the stock options outstanding at December

31, 2001:

Options Outstanding and Exercisable

Range of Exercise Number Outstanding Weighted Average Weighted Average
Prices at December 31, 2001 Remaining Contractual Exercise Price
Life
$0.15 760,000 3.2 years $0.150
$0.21 840,000 3.9 years $0.210
$0.40 751,000 4.8 years $0.400
$0.15 to $0.40 2,351,000 4.0 years $0.251

A summary of the changes in stock options for the years ended December 31, 2001 and 2000,

is presented below:

Shares Weighted Average
Exercise Price
Balance, December 31, 1999 923,000 $0.204
Granted 712,000 $0.150
Expired (465,000) $0.210
Cancelled (20,000) $0.210
Balance, December 31, 2000 1,150,000 $0.169
Granted 1,391,000 $0.313
Expired (45,000) $0.210
Cancelled (120,000) $0.199
Exercised (25,000) $0.210
Balance, December 31, 2001 2,351,000 $0.251
Sultan 2001 Annual Report 23



SULTAN MINERALS INC.

Notes to Financial Statements - Years ended December 31, 2001 and 2000 (Continued)

5. Share capital (Continued)
(b) Share purchase warrants

As at December 31, 2001, the following share purchase warrants issued in connection with
financings made by private placements and short form offerings were outstanding:

Number of Warrants Exercise Price Expiry Date
626,667 $0.30 October 24, 2002
1,725,000 $0.15/$0.25 May 2, 2002/2003
300,000 $0.25/$0.30 October 9, 2002/2003
392,000 (agent’s) $0.17 October 9, 2002
1,999,999 $0.25/$0.30 August 13. 2002/2003
353,238 (agent’s) $0.28 December 31, 2002
5,396,904

During the year, 500,000 agents warrants expiring on July 31, 2001, priced at $0.15 were
exercised, and 1,390,500 share purchase warrants expiring on July 31, 2001, were exercised, two
share purchase warrants and $0.15 required to acquire one share, for the purchase of 695,250
common shares. The remaining 2,609,500 share purchase warrants expiring on July 31, 2001,
expired unexercised. During the year, 1,750,000 share purchase warrants expiring on March 26,
2001, expired, unexercised.

Subsequent to the year ended December 31, 2001, 190,000 warrants were exercised at $0.15 to
purchase 190,000 common shares and 12,500 stock options were exercised at $0.21 to purchase

12,500 common shares.

6. Related party transactions and balances

Services rendered: 2001 2000

LMC Management Services Ltd. (a) $ 81,015 $ -
Lang Mining Corporation (b) $ 94,056 $ 95934
Legal fees (c) $ 92,746 $ 32340

Balances receivable from (payable to) (e):

LMC Management Services Ltd. $ 28317 $ -
Lang Mining Corporation $  (1,954) $ (77424)
Emgold Mining Corporation $ 3,805 $ 1,860
Cream Minerals Ltd. $ 88 $ 70
Valerie Gold Resources Ltd. $ 167 $ -
DuMoulin Black $ (48,081) $ -

(a) Commencing August 1, 2001, management, administrative, geological and other services are
provided by LMC Management Services Ltd. ("LMC"), a private company owned by the
Company and other public companies, to provide services at cost to the various public entities
currently sharing office space with the Company.
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6.

Related party transactions and balances (Continued)

(b)

(©
@
(e)

Lang Mining Corporation ("Lang Mining") is a private company controlled by the chairman of
the Company. Lang Mining provided management services at a rate of $2,500 per month, and
provided accounting, geological, and other services at cost plus 15%, until June 30, 2001.
During the year ended December 31, 2001, 885,531 common shares were issued to Lang Mining
in exchange for $88,553 in debt.

Effective July 2001 the Company, in agreement with Lang Mining, discontinued payment of the
$2,500 per month management fee and cost plus 15% administration fee.

Legal fees were paid to a law firm of which a director is a partner.
The Company’ investments include shares in a listed company with two common directors.

Balances receivable from and payable to related parties are included in accounts receivable and
accounts payable and accrued liabilities, respectively, on the balance sheets. These amounts are
non-interest bearing and due on demand.

Income taxes

Effective January 1, 2001, the Company adopted CICA Standard 3465, "Accounting for Income Taxes."

The recovery of income taxes shown in the statements of operations and deficit differs from the
amounts obtained by applying statutory rates to the following:

2001 2000
Statutory tax rate 44.62% 45.62%
Loss for the year $ (215,661) $  (123,715)
Provision for income taxes based on statutory
Canadian combined federal and provincial tax rates (96,228) (63,135)
Change in valuation allowance 96,228 63,135
Income tax expense $ - $ -

The significant components of the Company’s future tax liability are as follows:

2001 2000

Operating losses $ 656,360 $ 610,397

Resource deductions 4,270,292 4,560,973

Share issue costs 132,044 28,387
Accounting value of mineral

property interests in excess of tax values (628,665) -

4,430,031 5,199,757

Valuation allowance for future tax assets (5,058,696) (5,199,757)

$  (628,665) $ -

The realization of income tax benefits related to these future potential tax deductions is uncertain
and cannot be viewed as more likely than not. Accordingly, no future income tax asset has been

recognized for accounting purposes.
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7.

Income taxes (Continued)

The Company has Canadian non-capital losses carried forward of $1,471,000 that may be available
for tax purposes. The losses expire as follows:

Expiry date $
2002 163,000
2003 265,000
2004 330,000
2005 227,000
2006 148,000
2007 122,000
2008 216,000

The Company has resource pools of approximately $9,570,000 available to offset future taxable
income. The tax benefit of these amounts is available for carry-forward indefinitely.

The issuance of flow through common shares requires the renunciation of resource expenditure in
the same tax year and in an amount of equal value to the shares issued. In accordance with income
tax legislation, the Company must incur these resource expenditures on a date-forward basis in the
year of renunciation or in the subsequent year. A penalty tax is payable on any unspent balance in
the subsequent year.

Under the terms of the Company’s flow through share agreements the Company is required to
expend and renounce funds raised on qualifying Canadian Exploration Expenditures. As at
December 31, 2001, existing agreements require the Company to make further expenditures
totalling $674,726 prior to December 31, 2002.

Subsequent events

Subsequent to December 31, 2001, the Company entered into an option agreement to earn 100%
interest in 24 crown grants and two claims held by record, known as the Silver King Claim Group
of properties located contiguous to its Kena Property, in the Kootenay district of British Columbia.
The terms of the option are that the Company must make total cash payments of $130,000 and
issue 250,000 common shares over a three year period. In addition to the above, the Company
must also make a cash payment to the vendor in 2005 equal to the greater of (a) 120% of the 2006
assessed value of the surface rights for seven claims issued by the British Columbia Assessment
Authority in late 2005 and (b) $240,000. In exchange for the above cash and share payments, and
at the end of the three year payment period, the Company will have the exclusive right and option
to earn 100% interest in the Properties, subject only to royalties payable to the vendor, of 3.0% NSR
with a minimum annual royalty payment of $40,000 (inflation indexed) and a further 200,000
common shares of the Company, due upon receipt of a positive feasibility study or commencement
of commercial production. The Company will have the right to purchase 50% of the above NSR
from the vendor for $1,000,000 upon commencement of commercial production, at which time the
minimum per year royalty payable to the vendor would be reduced to $20,000 (inflation indexed).
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Years ended December 31

2001 2000
Kena Property, British Columbia (note 3(a))
Acquisition costs
Balance, beginning of year $ 37,397 $ -
Incurred during the year 114,120 37,397
Balance, end of year 151,517 37,397
Exploration and development costs
Assaying 86,566 36,429
Drilling 385,195 -
Geological 324,490 175,002
Site activities 13,729 24,498
Travel and accommodation 45,534 14,394
Incurred during the year 855,514 250,323
Balance, beginning of year 284,555 34,232
Balance, end of year 1,140,069 284,555
1,291,586 321,952
Jersey and Emerald Properties, British Columbia (note 3(b))
Acquisition costs
Balance, beginning of year 661,295 638,272
Incurred during the year 825 23,023
Balance, end of year 662,120 661,295
Exploration and development costs
Assays and analysis 99 174
Geological 5,504 4,961
Site activities 3,942 2,061
Incurred during the year 9,545 7,196
Balance, beginning of year 1,209,189 1,201,993
Balance, end of year 1,218,734 1,209,189
1,880,854 1,870,484
Mineral Property Interests $ 3,172,440 $ 2,192,436
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