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ISSUES SUCH AS ONGOING MINE SUPPLY SHORTFALLS
AND A SURPRISING LACK OF NEW CAPACITY COMING
ONSTREAM APPEAR TO BE FACTORS THAT WILL
CONTINUE TO POSITIVELY INFLUENCE THE PRICE OF
COPPER GOING FORWARD. THIS BOUYANT COPPER
MARKET HAS PRODUCED AN ENVIRONMENT THAT
COULDN'T BE MORE PERMISSIVE FOR THE FINANCING
AND DEVELOPMENT OF NEW COPPER PROJECTS SUCH
AS MIRADOR.
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THE STORY OF 2005 FOR CORRIENTE HAS BEEN THE CONTINUED DEVELOPMENT AT MIRADOR
SET AGAINST AN ENCOURAGING BACKDROP OF RISING COPPER PRIGES. THE COPPER MARKET
OF 2005 SURPRISED MANY OF THE PROFESSIONAL PREDICTORS OF THE GLOBAL COPPER
MARKET. THESE SURPRISES LED TO RECORD HIGH COPPER PRICES AND A CONTINUATION OF

LOW COPPER INVENTORIES WORLDWIDE.

Issues such as ongoing mina supply shortfalls and a surprising lach of
néw capacity coming onstream appear to be factors that will continue
to positively influence the price of copper going forward. This bouyant
copper market has produced an envirgnment that cowldn't be more
permissive for the financing and development of new copper projecis
such as Mirador.

Milestones achieved during the year includa:
= Completion of the Mirador Feasibility Study in April, 2005

« Completion of 2n Optimization Study in November, 2005 which
indicated resources at Mirador tapled from 111 Million tonnes
to 346 Miltion tonnes as a resull of 52 new holes drifled during
{he summer

» Submiltal of ihe Environmental Impact Assessment {“EIA") to the
Ecuador Government in December, 2005

One of the key activities canied out during the year was a community
engagement program which was designed to ensure that input

was received from {he local residents around Mirador as'to how the
project will be developed. A number of public forums were held during
the year, culminating in three weeks of meetings in November that
were altended by the community, NGO's and government officials.
Comments from these meetings were [ncitded in the EIA submittal o
the government.

Activilies during the year were able to raise the Pre-Tax Net Present
Yalue of the 25,000 tpd starter project al Mirador from an Apnl figure
of $US 78 Million {using $1.00/1b copper} to $US 228 Miflion {using
$1.10 coppen) quoted in the Optimization Study from November,
Additiena) work underway on the project by the SNC-Lavalin Group is
expecled to continue to significantly increase the value at Mirades by
assessing the impact of an expansion to 50,000 tpd in vear six

of procuction,

At the end of the year, the company was able to raise gross proceeds
of over $CON 30 Million via a short-lorm prospectus to ensure that
all elements required to move the Mirador project to a construgtion
decision were in place.

During the first half of 2006, the company Is focusing on achieving
the following:

« Approval of the F1A s that a Mining Permit can be granted

» Completion of a Feasibilily Study on the Expansion of Mirador
to 50,000 tpd in year 6 of production

+ Signing of an agreement for the supply of energy to the
Mirador Mine

« Review and selection of financing opliens for the project including
a combination of equity, bank and supplier sources

Completion of these goals will allow a construction decision eady in
the second hall of 2006, with completion of the project planned for
mid-2008.

On behali of the Board,

Kenneth R, Shannon {signed)
Chairman and Chief Executive Officer

March 21, 2006
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Ecuador Overview

2005 uias 2 landmark year for Corriente, as the company completed
both a feasibility and an optimization study on its Mirador property,
as well as a $30 million equity financing (n December 2005.
Carriznte’s holdings inctude three porphyry copper deposits
(Mirador, Panantza and San Carlos} with aggregate inferred

"resourcas at a cut-off grade of 0.4% copper of approzimately 1.287
million tonnes at 0.61% copper. Additional significant copper targels
are present within the 50,000 hectares of Corriente’s concessions at
ta Florida, San Luis, San Marcas, San Miguel, Sutzu and Trinidad.

The 1irst major milestone achieved during the year was the
complation of a positive feas|bllity study in April on the Mirador
projeci on a davelopment of a 25,000 tonnes/day open pit milling
operation. The study’s prime consuant was AMEC Americas Lid.
{ANEC) and included contributions by other groups ingluding Knight
Piésold Consulting and Merit Consoltants International Ing. of
Vancouver, The feasihility study affirmed management’s befiet thal
Miradar is one of the only significant greenfieid copper-gold projects
in the wertd which can be ready fer near-lerm construction.

Tha second major mHestone attained soon after in 2005 was the
completion of an optimization study on Mirador. This study built on
the April feasibility study’s 25,000 tonnes per day base case. The
main changs in the new work was the Incorporation of the results
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of 52 new dril) holas which led ta the caleulation of a new resource
model. This optimization work demonsirated improved econamics
of the company's starter project at Mirador, which is planned as
the platform for later expansions at Mirador and development

of Panantza-San Carlos and other copper projects controtled by
Gorriente In the Corriente Copper Belt district.

In December 2005, the company completed a short-form prospectus
financing, raising gross proceeds of $30,039,750, The proceeds

of the financing will be used by the company to fund the further
advarcement of the Company’s Mirader Copper Project in Ecuador,
as well as for general working capital purposes.

Discussions regarding the purchase and trestmen) of Mirzdor
copper concentratas ware held and the tirst round of proposals from
interested parties was received in mid-Dacember,

General exploration activitles during the year were {imited to areas
within the Corriente Capper Belt,



Feaubllny Study

The company announced en April 14, 2005 the compleltun of its feasibil-
ity study for the Mirador progect. This study confirmed the economics of
a 25,000 tonnes/day open pit milling operation. AMEC Americas Limited
was the prime consultant for ihe study and completed the resource -,
estimaticn, the metallurgical studies and the mine mode), The Indicated
Mineral Resources intemal to the pit were estimated to be 111 milkion
{onnes at an average grade of 0.67% copper and 0.22 g/t gold {with an
average cut-off of 0.4% Cu), Knight Piesold Ltd. and Merit Cansultants
International Inc designed.the tailings facitity and prepared the esti-
mated final capilal cost. The feasibility study highlights were:

. Annuat’pmduclion forecast of approvimately 128 million pounds of :
copper, 32,000 ounces of gold and 395,000 cunces of silver during
the first five years of production

* 12 year indicated ming life

« Pre-Tax fntemal Rate of Return for the project of 15.5% and a Net
Present Value of US$78 million at a discount rate of §%, al a long
term copper prica of US$1.004b )

» Capital cost of appraximately US$204 miflion ) .

The initial development phase of 25,000 tonneslday would be able to

supgort |he infrastructure requirerients of a large copper operation.

This includes atlowances for lulure expansions, such as the over-sized

tailings site that has up to three times the required storage capacity,

allowing the operalion to expand significantly in size mthout needing to
locate new tailings fatilities.

The Ieaslballty study included the tnllowmg assumplions for the finan-

]

cia! conclusions: US31.00Ab for copper, US$400/0z for gold, US$6.50/02 '

for silver, and a discount rate of 8%. The estimated Indicated Mineral
Resources included in the mine plan tdtalled approximately 111 million
tonnes grading 0.67% Cu and 0.22 g/t Au {with an average cut-off,

of 0.4% Cu). The average strip ratio was estimated to be about 0.8:1,
removing about 91 million tennes of waste rock over the mine life. The
mine plan was based on & contract mining company providing ore to 2
convenlional copper concentraltor at a rate of 25,000 tonnes/day (9.125
million tonnes/a), Al facilities were designed for this throughpul and ta
opérale on a continuous basis, 24 hours/day, 365 daysfannum, subject
to maintenance downtime. Average production was estimated to be
about 174,000 Yannum of copper concentrate gver an estlmated mine
life of 12 phys years.

The April 2005 Feasibifity Study has been available in final report form
since May 13, 2005 o www.sedarcom, as well as www.corriente.com,

Uphmlzatlnn Study

In Rovember 2005, the compamy announced that Mme Developmenl
Associates (MDA) of Reno, Nevada had calculated a revised resource
model for the starter project at Mirador incorporating the results of

52 new drill hales completed during the sumaer of 2005. The MDA

- -Mirador Project - Mine Site' -

optimization study built on the April 2085 AMEC 25,000 tonnes per day
base case feasibility study and retained all of the elements of that fea-
sibility study except for reduced pre-siripping associated with the new
pit optimizations. The new work was based on a Leschs-Grossmans pil
optimization completed by MDA and included a measured and indicaled
reseurce of 347 million lonnes at an average grade of 0.62% copper,

S 02gp gold and 1.6 g/l silver (with an average cut-off grade of 0.37%

Cub. The average strip ratio was revised to approximately 1.4:1; with
491 mitlion tonnes [MY) of waste rock removed over the mine life. The
initial starter pit was estimated to contain 101.5 million tonnes of ore at
0.67% Cu, 0.21 gt gold and 1.8 gt silver, and have a 1.5:1 strip ratio.

_The mine plan was based on a contract mmmg tompany providing ore

to a conventional copper concentrator at a rate of 25,000 tonnes per day

(3,125 millian tonnes per annum).

Optimiza hnn study highlights: .

» 131 millin pounds of copper, 32,000 sunces of gold and 398,000
ounces of silver anaual foruasted production during the first five
years of praduction.

» 3Byear minelife ata throughput of 25,000 tannes per day.

« Pre-Tax Internal Rate of Return (IRR) for the project of 22.6% and a
Net Present Valug (NPV} ol US$224 million at an 8% discount rate,
based on a long-term copper price of US$1.10b. .

. Revised capilal cost of approximately US$195 million {reflecting
reduced pre-strip with the new ming plan).
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exceeding expectations

Mirador Power Solution

In March 2004, (he company entered inlo an Agreement with Hidrelgen,
SA, an associated company of Caminosca Caminos y Canales C.
Limitada, to develop, construct, and operaie a 30-megawatt nun-of-river
hydroelectric generation Facility on the Sabanilla River (Sabanilla Power
Project, or “SPP™}, to supply power to Cosriente's planned Mirador copper
mine. Market conditions for power project financing did not allow the
company to complete financing of the Sabanilla project, with the result
that the agresment lapsed in 2005. Despite the effective end to this
Agreement, Camingsca and the company continue to explore vanious
oplions for the SPP,

In the first quarter of 2006, the campany signed a Letter of Intent with
Hidroabamico S.A. to supply the 28.5 megawatt power needs of Mirador's
proposed mining operations. The terms aullined in the Lefter of Intent
propose a 10-year power purchase agreement with a propesed rate of
$0.05/0h. The Hidroabanico facility has already been completed to

a 15-megawatt stage and an expansion is underway o the final size

of 37.5 megawatts, with completion slated for December 2006, The
Hidroabanico facility is a run-of-river design and provides “green™ energy
that qualifies for the carben credit program. The energy will be delivered
through @ dedicated line to the mine, which will cost in the order of
$USTO million to construct and will be included in the capital cost
estimate for Mirador. Hidreabanico will have the first right of oppartunity
fo provide energy needs for the planned expansion to 50,000 tannes per
day at Mirador. A due diligence review is underway at the site during the
first hatf of 2005, which wil] be follewed by final negotiation of the power
purchase agreement.

As the future complelion of the SPP is uncertain, deferred power project
costs of 32,739,111 associated with the Sabanilla project have been
written off by the company at December 31, 2005.

Personnel

Comiente continued to build its mine development and management
team with the September 2005 appointmen? of Tom Milner a5 President
of Coniente, A seasoned mining operations executive, Mr. Milner is
respansible for the execution of the Mirader development plan, utilizing
his experience as a mine developer and operator. Mr. Milner joins Mr. Ron
Simhus, Corriente’s Semiar Vice-President, Mining, ta give the company’s
mining team the skill and experience pecessary to guide the building of
{he Corriente Copper Belt inta a major mining district, beginning with the
starter operation at Mirador.

Mr. Ken Shannan is continuing as the company's Chairman and Chief
Executive Dfficer and is directly overseeing the company'’s continuing
exploration and development activities in Ecuador.

In preparation for the impending construction and subsequent operating
phases at Mirador, the company has initiated an outsourced hiring and
secruitment grogram in North and South America to meed its Ecuador
operations’ personnel requirements,

Engineering, Procurement and Construction Management

In the first quarler of 2006, the company announced that its wholly
owned subsidiary, Ecuacorriente S.A. had signed a Letter of Award with a
Canadian engineering firm with exdensive experience in South America for
full Engineering and Procurement Services for the start-up and expansion
of the Mirador copper-gald mine.

A challenge facing the mining industry globally is the shortage

of engineering services available to do detailed engineering and
construction of new operations to meet the growing demand for metals.
The company is pleased to secure the services of sich an experienced
engineering group which has extensive mine design and construction
experience in South America. This is an important step towards the
company's start-up of operations at Mirador.

Enwronmeutal Imnaf:t kssessmem )

TR . g ™

In December 2003, the Mirador Envlronmenul Impact Assessmam Repon (EIA) antl all

' supporting documents were suhmmed in Quito to the Miistry of Energy ami Hlnes for Ecuadnr.
" Tris ElA covers both the armmnmental aspms of propnsed mining onmﬂuns in Mizader and

community and mclal plans associated with the samn projact and reflacts the company’s
close work with the Ministry to help ensure that the report meets all required goverament
guidelines ard regulalmns. The submission of Ihe report followéd an menslve consultation
process with the local communtties that was carried outin late I'lnvemher and December 2005.
The Company's ELA is belleved 10 be one of the most comprehensive documents on social and
environmental lssues ever submitted to the Minas Winistryin Ecoador. - -

— Approval of the EIA Is expected in the second quarter of 2006.

v

THE CBMPANY ) EIA IS

AR BEI.IEVED 7O BE ONE OF .
-THE MOST {:BMPREHENSIVE B
' DOCUMENTS.ON SOCIAL .

AND ENVIRONMENTAL .
ISSUES EVER SUBMITTED
TO THE MINES MINISTRY
IN ECUADOR.
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Community Relations

The Community Relations program in year 2005 focused on community  Distribution of information was a major effort threading through
assimm:p fo sel the framework for sustainahle devefopment around the programs, not onty about the project but about community
Mirador. Emphasis was placed on empowering the community to take devetopment. This effort reached its peak in the first week of
responsibillty of its own development with ths collaboration of other December 2005, when a public consuliation about the project was
area stakehelders such as the Municipality of Pangui and Provinelal condutted with a high level of community participation. Setiing an
Autherities. Such an approach was formallzed in a document signed by  Important nationa) precedent on this occaston, the project received
representatives of the community, the municipality and Ecuacorriente,  strong local support and was widsly wetcomed, With boitial company
in which tha main components are programs for education, health, Suppor, a newspaper, “La Yoz Fronteriza™ (The Frontier Volce), was
human and ecansmic development, information and soclal assistance.  created as a vehicle for continuing community communication.

Within these programs, distance education was starled ang support
was provided through student scholarships 200 a virtual internat
classroom. Within the health program, medical brigades and
medicines are belag made avatlable in all of Mirador's surrounding
communitias in a joint program with the Ministry of Health, For the
human development program, seminars continue to be conducted on
key social issues such as taadership (to strengthen organizational
development), family viotence, alcoholism, famlly and heaith. In the
economic developmsnt program, education and facilitation of the
creation of micro-entargrises and family businesses is being providad,
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THE CORRIENTE COPPER BELT DISTRICT
HAS THE POTENTIAL T0 PRODUCE COPPER
AT RATES MUCH HIGHER THAN THE
STARTER MIRADOR PROJECT...
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Near-term Mirador Cutlook

With the expected EIA approval in hand, the company will shortly
thereatter make an appliéatiuq to receive a mine permit. Together with
the attainmen of project financing, the necessary ingredients will be in
place to make a construction decision ai Mirador,

Cprriente'; copper resources and team of experienced senior mine
operating personne! forms the foundation for Carriente to become a
strong mid-tier copper producer with a significant growth potential.

Mirador. Norte

The Mirador Rorte coppei-gold perphyry deposit is located oniy Jkm
north of the Mirador deposit and has many geolagic similarities to

Mirador. It is the most recently discovered coppar deposit in the Corriente

Copper Bett and, ke the other deposits, is exposed at surface. A focus
of the drilling at Mirador Norte is identifying higher-grade, near-surface
7ones assaciated with secondary enrichment of primary copper. Drilling'
highlights include 31 metres of 1.15% copper and 99 metres of 0.98%
copper (including 24 metres of 1.56% copper). The high-grade zones
could provide an oppertunity to enhance the economics of opesations at
the neasby Mirador project.

Panantza

The Panantza prospect lies abaut 47 kilometres north of the company’s
Mirados pr'upeny. It shares many of the geologic, afteration and -
mineralization features of the company’s San Carlos deposit. As currently
defined by 29 exploration drill holes spaced mostly at 100m, the Panantza
project contains an inferred resource of approximatety 395 million

tonnes at 2 grade of 0.67% copper and 0.08 g/t gold wilh potential for
expansion Lo the south and at depth, There is 2 well-equipped camp with
accommodation for 40 peaple, mess hall, office and cose shed facilities at
a site called Rosa de O adlacem to the Rm Panantza,

San l:arlos

SanCa rlns is alarge :upper-muiybdenum mineralized porphyry system
with dimensions of about 2000 metres x 2500 metres. The mineralization
has been tested with 25 diamond drill holes at variable spacing. The

“current, inferred resource estimate based on (hese drill boles is 657

million torines at 0.61% copper. There is a fully'equipped permanent
camp with office, accommodation for about 60 persons, mess hall and

‘core shed facilities in the northvwest part of the San Carlos prospect area,

Exploration and Project Development

:For 20086, the bulk of exploration and project development activily was

at Mirador, where infill and delimitation drilling in 52 holes tolalled
11,525 metres. These holes were used to oplimize the geclogic model
and upgrade the Mirador project resource model to a feasibility level and
better define associated metal (Au, Ag) distributions. Best results from

this program include holes: M116 with 58m of 1.94% Cu, 0.34g/ Au; M98
with 123m of 0.79% Cu, 0.29g/t Au; 2nd M106 with 281m of 0.74% Cu,
0.34g/ Au. As  resull of this drilling, there was 2 31% increase in the
total paunds of copper and a 37% increase in total ounces of gold placed
in the measured and indicated resource category for the 2005 Mirador
{easibility study.

Twenty-nine of these resource holes were drilled as oriented drill cares and
used in a geotechnical study aimed at oplimizing the pit slopes. Corriente
also conducted structural surface mapping to compliment the drilt data,
This work resulted in preliminary design for overall pit slopes being
optimized from an average 39 degrees to 41 degmes.

Within the company’s concessions, the focus on developing and
maintaining community relations continued to maintain actess to
contessions and assist with municipal developments, This included
providing financial resources to support the placement of a primary
schoo teacher in the Santiago de Pananza community and the municipal
effort in opening a road to the community of San Carlos in the company's
Panantza and San Carlos project areas, '

Additionally, genera! prospecting in southeastern Ecuador identified a new
copper target following standard ground based mapping, silt sampling
and rock chip sampling techniques.

For 2006, a substantial drill program has been develaped o progress
projects from advanced exploration Status towards preliminary
devetopmen? stages, Over 5,000 metres of diamond core drilling is
planned for each of the Miradar Norte and Pananiza projects. Additional
prospecting in and around the Panantza and San Cartos projects will
determine the tuture development potentiat of the deposits themsehves
and determine the fikelihood of satellite deposits, a retationship
exemplified by the Mirador - Miradar Norte deposits.

The company conlinues to maintain its view that a scaled approach to
development is preferable for a company of Carriente's size. Consequently,
the company fully intends to continue with the development and pre-
construction work necessary to build and commission an initial 25,000
tonnes/day mine on ils Mirador property. This starter mine is exgpected

to serve as the base for the phased development of the entire Corriente

" Copper Belt in southern Ecuador, with financing for this project coming

{rom a combination of equity, bank and jeint-venture partner and supplies
financing sources. The Corriente Copper Belt District has the potential to
produce copper at rales much higher than the startes Mirador project but
the phased development plan will help projects it with local development
plans, allow training to keep pace with demand for skifled staf at

the mines and minimize capital demands for the development of the
COMpany's Copper resources.
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management’s DISCUSSION & ANALYSIS

{Expressed in Canadian dollars unless otherwise noted) March 24, 2006 |

Management's Discussion and Analysis supplemens, but does not form part of, the
audited consolidated financial stalements of the company and the notes thereto for
{he liscal year ended Decembes 31, 20095, Consegquently, the (ollowing discussion and
analysis of the financial condition and results of operations for Carriente Resources
tnc. shovld be read in conjunction with the audited consolidated financial statements
for the years ended December 31, 2005 and 2004 and refated ootes therein, which
have been prepared in accordance with Canadian generally accepted accounting
principles, consisiently applied.

Additional information regarding the company, including its Annual information Form,
can be found on SEDAR at www.sedar.com.

Forward-Looking Statements

Certain statements contained in the ipllowing Management's Discussion and Analysis
(MDBA) and elsewhere constitute lorward-looking statements. Such forward-fooking
statements imvolve a number of known and unkngwn risks, uncertainties and other
factors which may cause the actual results, performance of achievements of the
company to materially different from any future results, perfrmance or athievements
expressed o implisd by such forward-looking statements. Readers are cautioned
not 1o place undue reliance on these forward-looking statemenis, which speak only
as of the date the statements were made, and readers are advised to consides such
forward-looking statements in light of the risks set forth below.

Gorporate Governance

Management of the company is responsible for 1he preparation and presentation of
the annual consolidated financial statements and notes thereto, MDEA and othes
information comaingd in this annual report, Additionally, it is Management's respon-
sibility to ensure the company complies with the Jaws and regulations applicable to
its activities,

The company’s Management is accountable to the Beard of Directors {Directors), each
membes of which is elected annually by the sharebolders of ihe company, The Directoes
are responshle lor reviewing and approving the annual audited consalidated financial
stataments and the MB&A. Responsibility for he review and approval of the company's
quartery unaudiled interim consplidated financial statements and MDSA is delegated
by the Directors to the Acdit Committee, which is comprised of three directors, all
of whom are independent of Management. Additionally, the Audit Committee pre-
approves sudit and nen-audit services provided by the company's auditors.

The auditors are appointed annually by the shareholders to conduct an awdit of the
consolidated financial stalements in accordance with generally accepled auditing
standards. The external auditors have complete access to the Audit Committes to
distuss audit, financlal reporting and related matiers resulting from the annual audit
as well as assist the members of tha Audit Committee in discharging their corporate
governance sesponsibilities.

The disclosure of Comriente's carporate governance policies is contained in Ihe
company's Information Circular prepared for the May 2006 Annwal General Meeting
and which is available for review at www.sedarcom. The disclasure statement has
been prepared by the compamy's Corparate Governance Committee and approved by
the Board of Disectors.

Disclosure Controls

Corriente has daily, weekly, monthly and annual processes that, when considered in
the aggregate and in conjunction with current interna) contruls, are considered fo be
effective disclosure controls. in addition, Corriente has created a Corporate Disclosure
Committee, comprised of ihe Chiet Executive Officer, Senior Yice-President, and Chiet
Financial Officer. This Committes supplements these pesiodic processes.

Disclosure Controls and Procedures have been developed to ensure that matenial
information relating to Corriente and its subsidiaries is mada known 1o us by others
within those entities, particulasly within a period in which a dischosure report is being
prepared. These involve:
o identification of all continuous disclosure requirements under securities taws,
rutes and policies applicable to Comente.
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« identification of the individuals responsibde for preparing reportable information
and individuals, whether internal or external, respansible for reviewing reports or
parlions of reperts Lo vesify disclosure made with respect {0 Lheir areas of respon-
sibility or expertise.

= psiablishment of limelables for the preparalion and adequate review of reportable
information,

* procedures for obtaining “sign-off”™ on disclosure of reportable Information and
receipl of wiitten consents from all experts whose reports are inchuded or referred
to in 3ny dischosure.

* procedures for the identification and timely reporting to the Committee of informa-
tion which may conslitute matesial information or which may constitute a materiz)
change to previously disclosed material information, including the identification
of individuals who are fikely to learn firsl aboul evenls cutside Ihe comtrol of
Corriente that may give rise to material information,

* procedures for the identificalion and reporting to the Audil Committee of the Board
of Directors of amy fraud, whether or not material, thal inwolves management or
other employees who have a significant role in Corriente’s interal controls.

= ensuring the procedures are followed with respect to the release of each dischosure
made in writing and for the review of any disclosure made orally.

* ongeing evaluation of Coriente’s disclosure controfs and proceduses,

Corriente and its subsidiasies are relatively small in size and operate in a very inte-
grated management environment. That is, senicr management is in constant contact
with many of Corriente’s staff, suppliers, regulators and the [ike on 2n ongoing and
detailed basis. This allows one or mofe of senke management fo be in a position
where they are more fikely to be aware {than not) of material events or information,
Whils senior management may not be aware of 2t things at a!l times, it believes
that the probability of a materiai even or matesial information being missed or not
disclosed on 2 timely basis is very small,

As new Canadian accounting standards are released, the Chiel Financia) Officer
undertakes a review and evafuation lo determine if it ks applicable. If there is any
uncertainty in ils applicability, Corriente solicits the inpt of {he external auditer. i
the new standard is applicabls 1o Comiente, il is then analyzed and summarired in
a manner thal effectively documents and evaluates the impact on Comriente, 2nd to
determing the immediate action, if any, Cariente would need to undertake in order
to comply with the new standard. Quarterly, the documented standards are reviewed,
ang opdated as required, to ensure that 2 standard is still applicable, and that
Corisnte remains in compliance.

Through implsmentation of the above, senior management believes that the compa-
‘ny's disclosure conirols are sufficient while being practical for a company of its size.

General

Comisnte is a Canadian-based junior resourte exploration company engaged in the
exphasation snd developmant of copper-gold resousce properties located primarily in
ths Corriente Copper Belt in Ecuador, Under various agreements signed with certain
Ecuadorian subsidiaries of BHP Billiton LLC (“BHP Biflitan”), the company has eamed
2 100% Intesest in certain of BHP Billiton's sesource properiies located in the Rio
Iamora copper porphyry district (Comiente Copper Bet), in Ecuador. This required
the issue of shares to BHP Billitlon and the expenditure of exploratian funds under the
terms of these agreements. Additionally, hese concessions are subjact to a 2% Net
Smetter Reyally ("NSR™) payabls to BHP Billiton, though the company has options to
reduce the NSR to 1% for the Mirador, Panantza and San Carlos resource propesties
upan the payment of US$Z miltion for each option exercised ta BHP Billiton.

As a result, Corriznte cantrols a 100% interest in over 50,000 hectares located within

the Corriente Copper Bett. The Belt extends over a 20 x 80 kilormetre area in southeast

Ecuadoe. The Belt cumenily contains three copper and copper-gold porplnry deposits, .
Mirados, Panantza and San Carlos. Six additiona| copper and copper-gold exploration

targets bave been identified in the Corriente Copper Belt 1o date.




unl —

Mirador Project

Feashility Study

On April 14, 2005, the company announced ihe completion of its feasibility study at
the Mirador project which confirmed the economics of a 23,000 lonne/day open it
milling operation. The prime cossultant for the study is AMEC Americas Limited, who
completed \he resource estimalion, the metallurgical studies and the mine model,
The taifings fatility was designed by Knight Piesold Ltd. and Merit Consultants

International Inc. prepared the finat capital cost, The Indicated Mineral Resources

intemnal to the pit were estimated to be 111 Million tonnes at an average grade of
0.67% copper and 0.22 g/t gold (with an average cui-off of 0.4% Cu). The feasibility
study highlights were:

» The project was forecast (o annvally prodixe approximately 128 Miltion pounds of
copper, 32,000 ounces of gold and 395.000 cunces of sitver during the first five
years of production

* The mine mode! indicated a 12 year mine life

o A » long term copper price of USS].00b, the study indicated 2 Pre-Tax Internal
Rate of Return for the project of 15.5% and a Net Present Yalue of USS$78 Million
at an 8% discount rate

» The capital cost for the project was estimated to be US$204 Million

The nitial 25,000 tornes/day development phase for the Mirador project is 2ble o
support the infrastiucture requirements of a large copper operation and includes
allowances for expansion in the future. For example, the tailings site has up to three
times the required storage capacity, meaning the operation can expand sigaificantly
In size without needing to focate new tallings facllities. The teasibility study was
made available in final report form on May 13, 2005 and is posted on www.sadar,
com, as well a5 www.comiente.com,

Assumptions for the financial conclusions of the feasibilily study included: pricing of
US$1.001b for copper, USS400/0z for gold, USS$E.50/0z for sitver, and a discount rate
of 8%. The estimated Indicated Mineral Resources included in the mine plan total
appryximately 111 Million tonnes grading 0.57% Cu and 0.22 gA Au (with an average
cul-off of 0.4% Cul. Approimately 91 Million toanes of waste rock will be removed
over the mine life, resulting in an average strip ratio of about 0.8:1. The mine plan
was based en a conlract mining company providing ore to a conventional copper con-
centrator al a rate of 25,000 tonnes/day {9.125 Million tennes/al. A Tacilities were
designed for this throughput and operate on a continuous basis, 24 hours/day, 365
days/annum, subject to maintenance downtime. Average production was eslimated to
be about 374,000 Vannum of copper concentrate over the mine (ife of 12 plus years,

Optimization Study

in Novembes 2005, Comriente announced the resulls of an ongoing oplimization study
compleled by Mine Development Associates (MDA} of Reno, Nevada fe the starter
project a! the Mirador copper-gold deposit in Ecuador. This study buitt on the 25,000
tonnes per day hase case feasibility study which was released in April 2005. The
main change in the new work was the incorporation of the resulls of 52 new drill
holes which were compleled duiing the summes of 2005 and led to the cakulation of
a new resource mode!. The optimization work was based on a Leschs-Grossmann pit
optimization completed by MDA and included a measured and indicated rescurce cf
346,968,000 tonnes at an average grade of 0.52% copper, 0.2 g/t gold and 1.6 gA
sitves [with an average cut-off grade of 0.37% Cu). For the purposes of the oplimiza-
tion study. all of the elements of the feasibility study completed in April 2005 were
retained (except for reduced pre-stripping associated with the new pit oplimirations).
Approximately 431 Million tonnes (M) of waste rock will be removed over the mine
[ife, resulting in an average strip ratio of about 1.4:], The initial starter pil will have
a 0.53:] strip ratio cemaining 101.5 Mt of ore at 0.67% Cu, 0.21 g/t gotd and 1.8
/A sitver. The mine plan was based on a contract mining company providing ore to a
conventianal coppes concentrator al a rate of 25,000 tonnes/day (9,125 Mi/a).

Optimizatian Study Highlights
» The project is forecast to annually produce approximately 131 Miflion pounds of

copper, 32,000 cunces of godd and 398,000 ounces of silver, during the first five
years of production. )

» The mine mode! indicates a 38 year mine life at a throughput of 25,000 tannes
per day,

At 2 long-term copper price of USS1.10/1b, the study indicates a Pre-Tax Internal
Rate of Return QIRR) for the project of 22.6% and a Net Present Valug (NPV)
of US$224 Milion at an 8% discount rate. The (avestment Contraci with the
Government of Ecuador will determine the final tax regime for the project, so
after-tax numbers are ol being presented here,

« The capital cost for the project was revised to 1013] appraximately US$195 Miltion
{retfecting reduced pre-strip with the new mine plan).

Viith the resulls of the optimization study showing a robust project, Corriente intends
to move forward with development of the 25,000 tonnes per day starter project at
Mirador in the second half of 2006.

This oplimization work demonsirated improved economics of the company’s slarter
project which is planned as the plattorm for jater expansions at Mirades and develop-
ment of Coiriente’s Panantza-San Carlos and othes copper projects in the Corriente
Copper Belt district.

Tabulation of the revised project resources at Mirador using 2 cii-off of 0.40%Cu is

set out in the tabte below. Tis work was camied out by Mine Development Associates
{Reno, NY) under Lhe direction of Stewe Ristorcelli, P.Geo., C.PG., an independent
Qualified Person as defined by NI 43-101. The resource estimate is based on 142
drill holes totaling 36,284 metres of core.

Revised Mirador Resources
Cu Cut-oft Grads of 0.40%
Class Tonnes  Cu fu Ao [T g Ag
(000's) (bs (O00's) %) {oz) N (o (g
Measured 52,610 752,000 065 360000 021 277000 16
Indicated 385060 5,134,000 060 2,380,000 0.19 18,760,000 15
235400 2,708,000 €52 1250000 017 9500000 1.3

Inferred

Previous Resources from September 2004 Disclosure
Indicated 310,000 0.65 0.20

Inferred 315,000 0.56 0.17

Resource classifications conform fo CIM standards on Mineral Resources and
Reserves referred to in National Instrument 43-101. Mineraf resources that are not
reserves (o nof demonstralte economic viabilily Measured and Indicated Mineral

_ Resources are that part of a mineyal resource for which quantity and grads can be

estimaled with a leve! of confidence sulficient to altew the application of techaical
and economic parsmelers 1o support mine planaing and evalvation of the econamic
wiability of the deposit. An Inferred Mineral Resource is thal part of a mineral resource
for which quantity and grada can be estimated an the basis of geological evidence
and limited sampling that can be reasonably assumed, but not verified.

Selection of financing options for the project is planned during the first half of
2006 and issuance of the Mining Permil is targeted for the second guarter following
approval of Ihe Envionmental Impact Assessment (“EIA"), which was filed with the
Ministry of Energy and Mines bor Ecuador {“the Ministry”} in December 2005.

Environmental Impact Assessment

The EIA covered both the environmemal aspects of proposed mining operations in
Mirador and community and social plans associated with the s2me project. During
the kengthy preparation of the EIA, the company worked closely with the Minlstry to
help ensure that the report met all required government gridelines and regulations,
The Mirador EIA is expected o be one of the most comprehensive documents on
social and environmental issues ever submitted to the Mines Ministry in Ecuador, The
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submission followed an edensive consuftation process with the local communities
that was camried ot in late November and early December 2005. Apprml of Lhe EIA
is expected in 1he first hall of 2006,

Personnel
Corriente continues to build its mine development and managemeni team with the
September 2005 appoiriment of Tom Mitner as President of Corriente,

Mr. Milner will be responsible for the execution of the Mirador Development Ptan
wlilizing his background experience as a mine developer and cperator. Most recently,
Mr. Milnes was Chief Opesating Officer for Taseko Mines Ltd,, with responsibifity for ihe
successtul 2004 restart of the open pd copper-mofybdenum Gibraltar Mine located
in south centsal B.C. The Gibraltar Mine mifls 35,000 tonnes of ore per day with an
overall mining rate of 115,000 tonnes per day. In addition to extensive operations
experience al Gibraltar, My. Mitner was President of Brinco Cozl Corporation, with
responyibility for developing the Quinsam Coal Mine on Vancouver Island trom the
feasibitity study stage through enviconmental approvals, permitling, construction
and operations.

Mr. Ken Shanngn will continue on a5 the company's Chairman and Chief Exetutive
Officer while My, Ron Simkus will assist Mr, Milner in the overall development of the
Mirador project.

Other

In June 2004, }. David Lowel} exercised his option to cbtain the company’s intesest in
the Warintza resource concession in exchange for his 10% interest in Comiente’s intes-
ests in the remaining concessions in the Corriente Copper Belt {including Mirador,
Panantza and San Carlos). The Wariniza resource includes four concessions lotalling
20,000 hectares. As a result of this transaction, the company has complete ownezship
of its Corriente Copper Belt resource properties, comprised of concessions covering
50,000 hectares within the Corriente Copper Belt, subject anly to a 2% Net Smefter
Royalty abligation to BHP Bitliton,

In March 2004, the company entered info an agreement with Hidrelgen, S.A, an
associated company of Caminosca Camings y Canales €. Limilada, to develop, con-
struct, and operate a J0-megawatl run-of-iver Mydroelectric generation fagility on
the Sabanilta River (Sabanilla Power Project, o “SPP™), to supply power to Cortiente’s
planned Mirador copper mine. Market conditions for bark financing of power projects
did not aflow (e company to meet the deadline for financing of the Sabanilla project,
with the result thal the agreement lapsed in 2005, Accordingty, deferred power project
costs of $2,739.111 associated with the Sabanilla project have been written off by
the company at December 31, 2005, In March 2006, the company annsunced that it
has entered into 3 lefter of intent with Hidroabanico S.A. to supply the power needs
of the Mirador project.

In December 2005, the company and BHP Biiliton agreed to terminate the Global
Strategic Alliance Agreement. No commitments remain for either party.

The company’s executive office is bocated in Yancouver, Canada while its Ecvador
gperations are run from its subsidiary office located in Quito, Ecvador. With the
extegtion of sho-term operational requirements for the subsidiaries, furds have
been maintained and controlled in Vancouves, both in Canadian and U.S. dollars. In
addition to its core staff, the company engages consultants as necessary, to provide
geological, mine development and pre-tonstruction consuhting, design and othes
services, Overhead costs and efficiencies in Ecuador continue to compare favourably
wilh cther Seuth American exploration areas,

Financial Results of Operations
All ot the financiz! intormalion referenced below has been prepared in accordance with
Canadian generally accepted accounting principles, applied oa a coasistent basis.

2005 ANNLUAL REPORT CORRIENTE RESOURCES INC.

Financial Data for Last Thres Fisca! Years

Fiscal year enced . vec 3105  fec31-04 ) { Dec 3103
Total revenues (000's) I T O 1 X
Loss before edraordinay items (0005)  $3344 |- $114. ' " $632
et loss (000') $330 | csna ] 7 sese.
Basic and dilited loss per share $007 | -s0m2| | -s002
Cash and cash equivalents (000's) $32441 | $12603 |  $16688
Total assels (000s) $67,000 | 40502 | $ 35.943.
Total oo fnaoeial il (000%) $0 |0 e $0
Total shareholdess' equity (000's}  $66.124 | $39.755 s 3552 °
Cash dividends declared pes share $0.00 3% F._$0.00

The company's operations during the year ended December 31, 2005 produced a net
foss of $3,344,139 or $0.07 per share compared to a net loss of $714,062 or $0.02
per share for 2004 and 3682,092 or $0.02 per share for 2003. As the company has
apt owned any revenue-producing resource properties, no mining revenuss have been
recotded 1o date. The increase in net loss from 2004 was primarily due to the write-
down of the company's deferved power project, and otfset somewhat by ihe receipt
and sales of marketable securities received on assels previously written off,

Deferred mintra) property development expenditures made on the company’s tar-
g&! projects within the Coriente Copper Beft totalled $8,845,049 for 2005 versus
$8,627,262 during 2004 and $1,511,358 for 2003, reflecting the company's signifi-
cant activities in furthexing development of the Mirador starter mine. These activities
inchuded costs incurred towards completion of the Mirador feasibility and optimization
study reports, as well as the conlinuing development of the Mirador project infra-
structure, Drilling of 52 hobes for 2005 (2004 - 44 holes, 2003 - 7) has been dong in
ordes Lo achisve 2 goals. The first goal was to diill holes around the low-grade margin
of the proposed open il (o test the geotechnical chasacteristics of the pit margins
using oriented drilt core. This drilling has provided 2 good data base of new structurat
information which will be used as part of an etiorl to redesign pit shells with steepes
slopes. This means moee mineable material in Lhe pil and less waste tennes, which
ultimately leads o a lower mining cost. The second goal of this drill program was to
provide in-fill assays $ that resources that had been classified as intemred in \he
starter project block model coutd be upgraded lo indicated status and be inchnded in
the economic analysis of the project. As in recent years, all explovation drilting in 2005
was contained to the company’s Corriente Copper Baf! resource properties.

Deferred power project expenditures made by the company pursuant to its JV contii-
butions for development of the Sabanilla Power Project totalled $1,034,449 in 2005

= $1,704,602 and 2003 — $Nill, AL the end of 2005, the company wiole the
costs of Sabanifla down to SNil.

Administration expenses increased for 2005 to $2,639,979 from $1,778,010 in 2004
and $1,727 649 in 2003. The increase in 2005 is primarily dus to an increase in
stock-based compensation to $1,224,274 {2004 — $709.424, 2003 — $762.558),
management fess, wages and benefits to $586,911 (2004 - $436972, 2003
~ $395,637), investor relations and promotion to $255,780 (2004 - $185,485, 2003
~ $205,791), legal and accounting to $149,214 (2004 — $82.459, 2003 - $91.625),
travel to $91,378 (2004 — $74,053, 2003 - $58,321), insurance to 367,640 (2003
—$53,178, 2002 — $43 889) and regulatory fees to $56,071 {2003 - $26,715, 2002
— $45,758). The higher administrative costs reflected the granting of options to
employees and directors, the addition of seasoned mining rescurce development
management, the pursuit of financing. higher legal snd accounting costs due to the
company’s recent application to be listed on the American Stock Exchange, increased
corporate travel, higher insurance costs, and incieased sustaining feas basad on the
company's higher market capitatization.

Included In management fees, wages and benefits and in minesal properties and
investor retations are expenditures of $48,599 (2004 — $124,194, 2003 - $263,038),




$60.500 (2004 -~ $Nil, 2003 - $127,067) and $Nil (2004 - $66,667, 2003 - $36,000),
respectively, for the year ended December 31, 2005 in respect of administrative
and technical services provided by companies affillated with emptoyed officers. At
December 31, 2005, $15,000 (2004 - $1,538, 2003 — $Nif} was due to companies
affitiated with empioyed officers.

Stock-compensation expenses were $1,224,274 for 2005 versus $709,429 for 2004
and $762,558 for 2003, reflecting the fair value of stock options granted during 2005
a5 calculated using the Black-Schotes Dplion Pricing Model,

In 2003, the company sold its shares of its whofly-owned subsidiaries, Comients
Argentina Inc. {Gayman) and Corriente Asgentina S.A (Argentinal, including its 100%
interest in the Taca-Taca property in Asgentina. These assets were written off in
previous years. The following summanizes the amounts due to the company from the
purchaser aceording Lo the original agreement:

o US $25,000 on the Closing Date {received in 2002};

* IS $25,000 cash and 100,000 shares of the purchaser one year from th date of
1he Agreement (received in 2003);

« 100,600 shares of the purchaser two years from the dale of the agreement
{received in 2004);

* 100,000 shares of the purchaser three years irom the date of the agreement
{received in 2005);

o IS $100,000 four years from the date of the agreement:
« US $1,000,000 five years from the date of the agreement;
» S $1,000,000 upon the Taca-Taca property achieving commertial production.

On Maich 22, 2005 the company and the purchaser execuled an amending agree-
menl whereby the payments due in years four and five of the agreement were
changed t one tinat iranche of 100,000 shares of the purchaser on the amending
date. US $1,000,000 remains dug from the purchaser upan the Taca-Taca property
achieving commercial production, As collectibility of this amount remains uncerain,
this amount will be recoeded when received. The company realized a total gain of
$1,882,000 based on the markel vatue of the 700,000 shares of the purchaser
received in 2005, These shares were subject fo 2 hold pesiod which expired in July
2005. During the hotd period, the purchaser underwent a reorganization in April 2005,
at which time the company received an equivalent 200,000 shares of each of the four
post-repeganization companies. With the exception of 200,000 shares in one of the
post-reorganization companies which remains non-public and without market vatve,
aN of the shares were sold by the company before the end of 2005,

The Polymet plant site in Bofivia {which was previously written oft in 1993} was sold
during 2003. The company has received full consideration, totalling $570,841 linctud-
ing $28,320 received in 2005) trom the purchaser.

Due to the company's fower average cash balance on hand during 2005, interest
income decreased to $209,422 trom $382,237 and $136,738 for 2004 and 2003,
respectively.

As the company has not had amy revenue-producing resource propesties, no mining
revenues have been recorded to date. The significant net income generated in the
#ar-05 and Dec-04 quarters was due to the proceeds received in 2005 and 2004 fram
the sale of the company's Argentinian and Bolivian assets, which had been waitten
off in prier years, Excluding such proceeds, the company's nef losses ior the Jast §

Financial Data for Last Eight Quarters

quarters generally reflect the impact and timing of the rReording of stock-compensa-
tion expenses attributatie to the Bfack Scholes Cption Pricing Model calculation of
the fair value of stock options granted within the period, offset by Interest income
eamed from cash on hand.

Refated Party Transactions

During 2005, the compamy's new President was paid $60,500 (including '$15.0600
accrued at December 31, 2005) for managesial services provided to the company
through his consulting company, until he became an employee of the company at the
beginning of 2005. These fees were intlided in mineral property costs. Also, a consull-
ing firm owned by tha company’s Chief Financia) Officer was paid a total of $43,600
for manageria) sarvices until he became an employes at the beginning of July 2005
This ameunt is included in management fees, wages znd benefits.

Fourth Quarter

During the fourth quarter of 2005, the company's cash balance increased by
$26.211,530, due mostly to the public offering completed in Decembes 2005, which
raised net proceeds of $27,853,364. The company also received $63 400 in proceeds
from the exercise of stock oplions in 1he fourth quarter. Uses of cash in the fourth
quarter included 31,907,761 for mineral propesty costs.

Additionally, the company recorded a koss of $3,271,838 which was due primarily to
the $2,739,111 yearend write-down of costs previously capitalized for the company’s
Sabanilla Power Project. Management fees, wages and benefits during the fourth quar-
ter were $251,524, including $160,000 in year-end bonuses. Related to the Decembes
2005 financing, investor refations expenditures of $71,669 and travel costs of $48,999
were incurred in the fourth quarter. The company also incumed tegal and accounting
costs of $106,730, which were primarily related to assaciated expenses and fees for
the 2006 [isting of the company's common shares on the American Stock Exchange.
Interest income of $45,239 contributed positivety to Ihe company’s cash flow.

Critical Accounting Policies

The details of the company's significant accounting policies are presented in node 2
of 1he company’s audited consolidated financial statements which can be found al
www.sedar.com. The folkwing policies are considered by management to be essential
to understanding the processes and reasoning that go into the preparation of the
vompany’s (inantlal statements and the uncertainties that could have 8 bearing on
its financial results:

Resource Propertiss

The Company capitaizes all costs related ta [nvestments in mineral property interests
on  propesty-by-groperty basis. Such costs include minera) propesty acquisition costs
and exploration expenditures, including interest on any required guarantee. Costs are
deferved ot such time as the exdent of mineralization has been delermined and
mineral property interests are either developed, the property sold or the Company’s
mineral rights allowed to lapse.

All defemed minesal property expenditures are reviewed, on 3 property-by-property
basis, to consider whether there are any conditions that may indicate impairment,
When the canying value of 3 property exceeds its ned recoverable amouni that may be
estimated by guantifiable evidence of an economic geological resource o reserve of

the Company’s assessment of ils ability to sall.the property for an amount less than-

the deferred costs, provision is made for the impairment in value and ke property is
written down to the estimated fair value,

The amounts shown lor acquisition costs and deferred exploration expenditures repre-
senl costs incurred 1o date and do not nacessarily reflact present or future vatues.

These costs are depleted over the usefud lives of the properiies upon commenge-

Thres months ended Dec-0% Sep-05 W05 Mar-05  Dec-04  Sep-0d lun04  Mar-4
Tatal revenues (0003} $ 0 § 0 §$ 0 % ¢ $ o0 $ o0 § 0 3 O
{Eamings} ks before extraordinary items (000's) $3272 31400 % I8 00N $(429 % 435§ M) § W9
Net {eamings) loss (DOD's} ) $3272 $1404 % 7 SO $(4k9) 0§ 425 3 M3 § 368
{Eamnings) loss per share $ 007 $ 003 % 001 $ (0O S00h $ 000 % 000 § 001
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ment o commercial production or written off if (he properties are abandoned, become
impaired or the claims allowed Lo fapse.

$tock-based Compensation

Management is required 10 make significant estimates about future volatility and the
period in which stock aptfons will be exercised. The selection of the estimated volatility
figure, and the estimate of the period in which an option will be exercised will have
2 significan? impact on the costs recognized for stock based compensation. The esti-
mates concerning volatility are made wilh reference to historical volatility, which is nat
necessarily an atcurate indicator of volatility which wiil be experienced in the future.
Managerenl assumes thay stock options will remain unexercised until near their expiny
date because historical experience supports this assumplion. However, the exerise of
options may occur at fimes different than those estimated, or options may expire unex-
edcised. For options which vest over future periods, management makes an estimate
of the percentage of aplions which are expected to be fofeited prior to vesting based
on historical experience, which may not be an accurate indicater of futore results. No
adjustment is made for actual experience, except lor aptions which vest at specific dates
oves time, where management updates its estimate of the number of unexercised options
which are expected to vest in the Riure. Such Lair value is estimated using the Black-
Schales (ption Pricing Model, the assumptions of which can be found in Note 6 ¢} of the
company's consolidated financial statemeats for the year ended Oecember 31, 2005.

Liquidity and Capital Resources

Working capital 28 at December 31, 2005 was $3) 652,192, compared to $12,563,393
al Oecembes 31, 2004 and $18,866,608 al December 31, 2003, The increase for 2005
is primarily due to the completion of a brokered private placement an Decembes 29,
2005 that raised net proceeds of $27,853,364. The main vses of cash during 2005
were expenditures associated with the development of the planned Mirador mine of
$8.845,445 {2004 - $8.627.262 and 2003 - $1,511.358) and the Sabanilla Power
Project of $1.034,449 (2004 - $1,704,662 and 2003 - $Nil). Proceeds from the szle
of the company’s marketable securities received on assels previously written off also
contributed positively to the company's working capital,

As 2t December 31, 2005, the company had 53,751,393 (fully diluted — 56,606,393)
cornrnon shares issued and outstanding versus 45,421,393 (fully diluted - 49.055,141)

- and 41,606,295 (fully dituted — 43,540,141) for 2004 and 2003, respectively. There

was one brokerad public offesing in 2005, of 7,605,000 common shares thai raised
$30,039,750 before issoe costs of $2,186,386. Other share issuances refiect the exer-
cise of 475,000 stock eptions that raised $435,250 and an exertise of 250,000 share
purchase wamrants that raised $200,000. tn 2004, there were no private placements,
but 3,500,098 share purchase warrants and 315,000 stock opticns were exercised,
raising $3,928,512 and $304,350, cespectively. In 2003, the company raised 3 tofal
of $18.803,133 through 1he isswe of new shares and the exercise of vested options
and warants, as foflows: In February 2003, the company completed a non-brokered
private placement of 1,000,000 ynits, which raised gross proceeds of $1,000,000
equity capital ($993,750 net of issue costs); in October 2003, the company closed a
further non-brokered private placement of 2,000,000 common shares for proceeds of
$3.9 millio; in Novembes 2003, the company camnpleted a brokered private placement
of 4,750,000 unils &1 a price of $2.50 per unit for gross proceeds of $11.875 milfion
betore issue costs of $809,381; and duting 2003, the company received cash proceeds
of $2,380,513 and $463,250 pursuant to the exercises of share purchase warrants and
stock optians, fespeciively.

Historically, the company's capital requirements have been mel by equity subscrip-
tions. While the company's cument working capital is considered sufficient to meet the
company's administrative overhead for the next several years, substantial capital is
required to complete the company’s mine, Achual funding requirements may vary from
those planned dus to & number of factors, including the progress of exploration and
project development activity and foreign exthange fluctuations. Management befieves
it will be able o raise equity capila! as required in the long term but recognizes he
risks attached thereto. The company continues Lo use various strategies to minimize
ils dependence on equity capilal, inctuding the securing of joint venture partner and
supplier financing where appropriate.

2005 ANNUAL REPORT CORRIENTE RESOURCES INC.

Risk Factors

Companies perating in the mining industry face many and varied kinds of risks, Whilke
risk management cannot elimirnate the impact of all potential risks, the company strives
ta manage such risks to the extent possible and practical. Following are the risk factors
which the company's management believes are most imporiant in the conted of the
company's business. It shoutd be noted that this tist is not exhaustive and that other risk
factoes may apply. An investment in the company may net be sitable tor all investors.

Fareign Country and Palitical Rish

The resource properties on which the company is actively pursuing its exploration and
develnpment aclivities ars all located in Ecuador, Soudh America. As a result, {he com-
pany is subject to certaln risks, inctuding currency fluctuations and possible palitical or
economic instabifity in Ecuador, which may resuit in the impainment or loss of mineral
concessions or other mineral rights, and mineral exploration and mining activities may
be affected in varying degrees by political instability and govesnment regulations refat-
ing tothe mining industry. Any changes in regulalions or shilts in political attitudes are
beyond the control of the company and may adversely affect its business. Exploration
thay be atfected in varying degrees by government regulations with respect to restric-
lions on future exploitation and production, price controls, export contrals, foreign
exchange controls, income laxes, expropriation of property, environmental legisiation
and mine and/or site salely, While Management believes that the cument political
climate in Ecuador is stable, there can be no certainty that this will continue going for-
ward. To alteviate such rish, the company funds its Ecuador operations o an as-needed
basis and is pursuing local partners. The company does not pmsenﬂy maintain pafitical
risk insurance for s foreign explosation projects.

Exploration and Mining Risks

The business of exploring for minerals and mining involves a high degree of risk, Dugin
same cases to factors thal cannot be foreseen, only a small propartion of the properties
that are explored are uitimately developed into producing mines. At present, only the
company's Mirador woject property has proven o probable reserves whilz any planned
exploration programs for the company's other properties are an exploratory seasch for
proven of probable reserves, The mining areas presently being assessed by the company
may not contain economically recaverable volumes of minerals ot metals, The opera-
tions of the company may be disrupted by a variety of risks and hazards which are
beyond the contro) of (he company, including labour disruptions, the inability to abtain
suitable or adequate machinery, equipment of labour and other risks involved in the
condugt of explaration programs. Once economically recoverable volumes of minerals
are found, substantial expenditures are required to establish reserves through drilling,
to develop metallurgical processes, lo develop the mining and processing fatilities
and Infrastructure at any site chosen for mining. Although substantial benefits may
be derived from the discovery of a major mineratised deposil, no assurance can be
given that minesals will be discovered in sufficient quanltities or having suificient
grade to justity commercial operations or that funds required lor development can be
oblzined on a timely basis. The aconamics of developing coppes, gold and other mineral
properties is affected by many factors including the cost of operations, variations of the
grade of ore mined, fluctuations in the price of minerals produced, costs of processing
equipment and such other lactors as government regulations, including regulations
relating to environmental protection. in addition, the grads of mineralization ultimately
mined may ditfer trom that indicated by drilling resulis and such differences could be
material. Depending on the price of copper or other minerals produced, which have
fluctviated widely in the past, the company may determine that it is imprattical to com-
mence or contiaue commercial production.

Finanging Risks

The company has limited finantial resources, has no source of operating cash flow and
has no assurance that additional funding will be available to It foe further exploration
and devetopment of its peojects. Further exploration and development of one or move of
the company's praperties will be dependent upon the company's ability to-obtain financ-
ing through joint venturing, equity or debt financing or other means, and afthough the
company has been successtul in the past in obtaining financing through the sale of
equity securities, there can be no assurance that the company will be able to obtain
adequate financing in the future o that the terms of such financing will be tavourable.
Fatture to obtain such additional financing could result in delay or Indefinite postpane-
ment of further exploration and development of its projects.




Limitad Exparience with Development-Stage Mining Qperations

The company has no previous experience in placing resource properlies inlo production
and its ability to do so will be dependent upon using the services of appropriately expe-
tienced personnel or entering into agreements with ather major sesource companies
that can provide such expertise, There can be na assurance that the compasny will have
available to it the necessary expertise when and if it places ils resource properties inta
produtlion,

Estimates of Mineral Resources and Production Rishs

The Mineral Resource estimates included herein are estimates only. and no assur-
ance ¢an be given thal any proven or probable reservas will be discovered or that any
particular fevel of recovery of minerals will in fact be realized oc that an identified
resarve or resource will ever qualify as a commercially mineable (o viable) deposil
which can be legally and ecanomically exploited. In addition, the grade of mineraliza-
tion which may ultimately be mined may differ from that indicated by drilling results
and such differences could be material. Praduction can be affected by such factors as
permitling regulations 2nd requirements, weather, environmental factors, unforeseen
technical difficulties, unusual or unsxpected geological formations and work intemrup-
tigns. The estimated Mineral Resources described herein should rot be interpreted as
assurances of evidence of commereial viability or potantial of of the profitability of any
future cperations.

Base Matals Prices

Fhe principal activity of the company is the explosation and development of copper-gold
resource properties. The mineral exploration and development industry in general is
intensely competitive and there is no assurance that, even if commercial quantities of
proven and probable reserves are discovered, a profitable markel may exist for the sate
of the same. Factors beyond the control of the company may affect the marketability
of any substances discovered. Base metals prices have Moctuated widely, particulady
i recent years, The feasitils development of such pioperties is highly dependent upon
the price of copper and, o  lesser extent, gald. A sustained and substantial dectine in
commodity coppet prices could result in the write-down, termination of exploratica and
development work or loss of its interests in identified resource praperties.

Compalition

The company competes with many companies that have substantially greater linancial
and technical resaurces than the company for the acquisilion of minesal properties as
well as for the recruitment and retention of qualified employees.

Environmental and other Reguiatory Requirements
The activities of the company are subject to environmental regulations promulgated by
government agencies from tirme to lime. Environmental legisiation generally provides

. for restrictions and prohibitions an spills, releases or emissions of various substances

produced in association with certain mining industry operations, such as seepage from
tailings disposal areas, which would result in environmental pollution. A breath of such
legistation may result in imposition of fines and penalties, In addition, certain types of
operations require the submission and approval of environmental impact assessments.
Environmental legislation is evolving in 2 manner which means stricter standards, and
enforcement, lines and penalties for non-compliance are more stringent. Envirenmental
assessments of proposed projects camy a heightened degree of tespensibility for com-
panies and directors, officers and employess, The cost of compliance with changes in
govesnmental regulations has a potential tg reduce the profitability of operations.

Companies engaged in exploration activities generally experience increased costs and

delays as a result of the need to comply with applicable laws, regutations and permits,

There ¢an be ng assurance that all parmits which the company may require for explora-

tion and development of its properties will be oblainable on reasonabla terms o on a

timely basis, or that such [aws and regulations would not have an adversa etiect on any
moject that (he company may underiake.

The company believes it is in substantia) compliance wilh all material faws and regula-
tions which currently apply to its activities. However, there may be unforeseen enviran-
mental liabilities resulting from explosation and’or mining activities and 1hese may be
costly to remedy. Failure to comply with applicatile aws, regulations, and permitting
requirements may result in enforcement actions thereunder, including orders issued by
regulatory o judicial authorities causmg operations to cease or be curtailed, and may
include corrective measures requiring capilal expenditures, instaliation of additional
equipment, or remedial aclions. Parties engaged in exploration operalions may be
required o compensate thoss suffering loss or damage by reason of the exploration

activities and may have civil or criminal fines or penalties imposed for violations of
applicable laws ar regulations and, in particular, environmental faws.

Amendments to current laws, regulations and permits governing operations and agtivi-
ties of exploration companies, & more stringent implementation thereof, could have
2 material adverse impact on the company and cause increases in expenditures and
costs of require abandonment o delgys in developing new mining propesties.

Corriente’s policy Is to ahide by the regulations and requirements of Ecuador, Canada
and the World Bank,

Titie Matters

Titte to and the area ol mining concessions may be disputed. Althowgh the compary
has taken steps to verify the fitle to mineral properties in which it has an intesest
in accordance with industry standards for the cument stage of explosation of such
pioperties, these procedures do ngt guarantes the company’s title. Property title may
be subject ta uncegistered prior agreements or transiers and litle may be affected by
undetected defects.

Rapatriation of Eamings

Currently there are no restrictions on the repatriation tom Ecuador of earnings to
foreign entities. Howeves, there can be no assuance that restrictions an repatriation of
earnings from Ecuador will not be imposed in the future.

Dependence On Xey Personnel

The company's development to date has largely depended and in the {uture will con-
liaue to depend on the efforts of key management. Loss of 2ny of these people could
have a material adverse effect on the company and its business. The company has not
obtained and does not intend to obtain key-person insurance in respect of any directors
or other employees.

Share Price Fluctuations

In recent years, the seturities markets have experienced a high leved of price and vol-
ume volatility, and the market price of securities of many companies, particulady those
considered development-stage compamies such as the company, have expesienced
wide fluctuations in price which have not netessarily been related to the underlying
assel values o prospects of such campanies. Price fluctuations will continue te occur
in the futuse.

No Dividends

lovestors cannot expect to receive a dividend on Lheir investment in the company in
tha foreseeable future, if ever. lnvestors should not expect to recedve any return on their
Investment in the company's securities other than possible capital gains.

Outiook

Coriente controls 3 J00% interest in over 50,000 hectares located within the Comiente
Coppes Belt in Ecuador, This includes three copper and copper-gald porphyry deposits,
calted Mirador, Panantza and San Carlos. Measured and indicated copper resources
at 2 0.40% cutoff ot Mirador is 438 million tonnes al 0.61%Ce and 0.19g/ Au, while
inferred resources at Panantza, San Garlos and Mirador (excluding Mirador Norte) at &
0.40% cutoff 2re 195 million tonnes at 0.67% Cu end 0.08 g/ Au, 657 million tennes
al 0.51% Cu, and 235 milkion tonnes 3t 0.52% Cu and 0.17 g/ Au, respectively.

The company fully intends te conlinue with the development and pre-construction work
aecessary to build and commission an initial 25,000 tonnes/day mine on ity Mirady

peoperty. This starter mine is expecied to serve as the base for the phased development

of the entice Corriente Copper Bett in southern Ecuador, with financing for this project
coming from 2 combination of equity, bank and joint-venture partner and supplier
financing sources.

The Environmental Impact Assessment has been submitted to the government of
Ecuadnr and approval of this application is the next major step in moving Mirador
forward. This approval is targeted for the sacond quarter 2006. The beginning of the
third quarier is planned for completion of 2 feasibility study which will provide an
assessment of the ecanamic value created by expanding the production of Mirador fram
25,000 tpd ta 50,000 tpd in the sith year after start-up. Follawing completion of (he
expansion feasibility study, a construction decision wil be made for Mirador.

A total of 10,000 metses of drilling is planned for 2006 wilh a particular goal of iden-
lifying high grade copper targets which would make a significant contributian to early
mine developmen in the Corriente Copper 8elt,
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management’s responsibility for FINANCIAL REPORTING

March 24, 2006

The consolidated financial statements of Cordente Resources Ing, have been prepared by management and appraved by Ihe Board of
Directors. Management of Commiente Resources Ing, is responsible for the preparation, objectivity and integrity of the infarmatisn contained
in these financial statements and other sections of this annual report. The consolidated financial statements have been prepared in
accordance with Canadian generally accepted accounting pringiples. Management maintains the necessary systems of internal controfs,
policies and procedures to provide assurance that assels are safeguarded and that financial cecords are refiable and form a proper basis for
the preparation of financial statements.

The Board of Directors ensures that management fulfills its responsibilities for financial reporting and internal control through an Audit
Committee which is composed of non-management directors. This committee, which reports to the Board of Directors, meets with the
independent auditors and reviews the consolidated financial statements.

PricewaterhouseCoopers LLP. the company's auditors, have examined these cansolidated statements and (heir repart fallows.

Kenneth R. Shannon (sigred) Darryt F. lones (signed)
Chigf Execulive Officer Chief Financial Officer

auditors’ REPORT

To the Shareholders of Corriente Resources ine. -

We have audited the consolidated balance sheets of Carriente Resources Inc. as at Decesber 3], 2005 and 2004 and the consolidated
statements of changes in shareholders’ equity, loss and deficit and cash flows for each year in the three year periog ended December 31,
2005, These flinancial statements are the responsibility of the company’s management, Qur responsibility is lo 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 fre¢ of material misstatement, An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the linancial 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,

(n our opinion, these consalidated financial stalements present fairly, in all material respects, the financial position of the company 25 al
December 31, 2005 and 2004 and the results of its operations, changes in shaseholders’ equity and its cash flows for each of the years in
the three year period ended December 31, 2005 in accordance with Canadian generally accepled accounting prnciples.

PricewatsrhouseCoopers LLP (signed)

Chartered Accountants
March 3, 2006
Vancouver, BC
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consohdated BALANCE SHEETS

Corsiente Respurces Inc A Dm[upmenl Stage Enterpuse)

assets
Current assets i
Cash and cash eguivalents
_ Marketable securities (notel1) ,
Accounts receivable and prepaids L

Mineral properties (note 3}

Property, plant 2nd eguipment (note 4)
" . Deferved power project costs {note 5)

TOTAL ASSETS

liabilities
Current liabilities
Accounts payable and accrued liabilities (note 7)

‘'shareholders’ equity

Share capital {note 6 (b))

Options {note 6 {c)} -

Share purchase warrants (note 6 {d))

l':untﬂhuted surplus ]
Def cit accumulated doring the explnralmn stage

TOTAL LIABILITIES AND SRAREHOLDERS' EQUITY
Subsequent event - note 6 (c)

Approved by the Board of Directors

Sy b e e s = . mo g oae

AS AT DECEMBER 31, 2005 AND 2004
EXPRESSED IN CANADIAN DOLLARS

005 - . 2004
' . ) v
Y% 32440890 . 12602827
: - T 55,000
! 187,746 1 - 15313
: 3262843 , 13,309,960
j 34,205,955 25,220,211
\ 265617~ ¢ - 266,749
: - 1,704,662
$ - 67,100,008 | $ 40,501,582
S Y I X
A P
112,367,655 L 83,525,397
2622248 v " 1,655,163
- " 96,455
930660 © . . 930,660
(49796799) ;, | (46.452660)
66123764 © 39,755,015
$

67,100,008 ° $ 40,501,582 -

G. Ross McDonald (signed), Divector

The accompanying notes are an integral part ot these consolidatéd financlal statements.”

Richard P. Ctark {signed), Director
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g n ..r

consolldated STATEMENTS OF CHANGES IN SHAREHDLDERS’ Euumr

Corrienia Resources Inc. {A Dwelupmr.nt Stage Enterprise) -

FOR THE YEARS ENDED I]ECEMBER 31 2005, 2004 AND 2003

EXPR[SSED [N CAMADIAN DOLLARS
D Ca
} muron Shares Estimated Fatr Value ' Dafich
‘ accumuated
' Share during the - . Total
Purchase - Contributed exploration  Shareholders'
' Number  Share Capital Options Warrants Surpius stage Equity
Since inception: |
Common shates issued for cash, net of i |ssue costs -$ 24160872 § 52934066 § - % -1 -3 - § 52,994.066
Common shares issved for mineral pioperties and ;
settlement of debt 6,621.477 6,554,554 - - - - 6,554,554
Net fair value of warrarts issued , - - - 501,05¢ : 676,407 - Li71458
Stock based compensation expense on
unexercised vesied oplions - - b44,665 - - - 644,665
Net hosses since inceplion - - - - - {45,056,506)  (45,096,506)
Balance at December 31, 2002 30,791,349 59,548,620 544,665 501,051 ° £76.407 {45,056, 506) 16,314,237
Comman shares issued for cash pursuant to privale :
platements, net of issue costs ] 7,750.900 15,939,370 - - . - - 15,959,370
Comemon shates issued for cash pursuant o ! .
exercise of warrants 2,239,945 2,380,513 - - - - 2,380,513
Commoa shares issued for cash pursoant to
ewrcise of oplions - ' 575,000 463,250 - - - - 463,250
Common shares issued for mineral proparty interests 230,000 232,500 - - - - 232500
Fair value of warrants issuad (note 6 {d) - - - 96455 : - - 95,455
Fair vatuz of oplions exercised {note 6 {c)} - 286,608 {286,608} - - - -
Fair valus of warmants exrcised (note 6 (d)) - 170,326 - 1170.326)" - - -
Fair valus of warrants expired (nate 6 (d}) ! - - - (254,253) 754,253 - -
Stock based compensation expense on ' -
unexercised vested oplicns - - 762,558 - - - 762,558
Nel loss for the year ended December 31, 2003 - - - - : - {682,092) {632,092)
Balance ai December 31, 2003 41,606,295 79,041,187 1120614 s’ 930,660 (45,738,598} 35,526,750
Comman shares issued for cash pursuant to '
exercise of warrants 3,500,093 3928512 - - - - 3,928,512
Common shares issued for cash pursuant o '
axercise of options 315,000 304,350 - - - - 304,350
Fair value of options exercised {note 6 (c)) - 174876 (174,876} -t - - -
Fair vatue of wamrants exercised {note 6 {d)} - 76472 - {76,412), - - -
Stock based compensation txpense on ’
unexerciszd vested options - - 709,424 - - - 703424
Ket koss for the year ended December 31, 2004 - - - - - (714,062) ) (714,062
Balance at December 31, 2004 ' 45,421,393 83,525,397 1,655,163 56,455 530.660 {46,452,660) 39,755,015
3 : ;
Cotnfion shates issued for cash pursuant to ' . :
private placementy, net of issus costs 7,605,000 27,853,354 - - - - 27853364
Common shares issued for cash pursuanl o . ! -
exervise of optlons . 475,000 435,250 - -, - - 435,250
Common shares issued Jar cash pursuant 1o i :
eercise of warrants . 250,000 200,000 - - - - 200,000
Fair valve of options ercised (nate § {c}) ! S Y AT I T ATY) - - - -
Fair value of wariants exercised (note 6 {d)) - 96,455 - 196.455)° - - -
Stock based compensation expense on tmexen:lsed - ’
vested optiens (note 6 [ £)) - - 1224204 - - - L2221
Net los for the year ended December 31, 2005 - - - - - (3,344,139} (3,344,139}
Balance at December 31, 2005 53751,393 $ 112367655 § 262243 % - 3 930660 §${49.796.7991 $ 66,123,754
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onsoﬂadated STATEMENTS OF LOSS AND I]EFICIT

Corriente Resources Inc. (A ODevelopment Stage Enterprise)

FOR THE YEARS ENDED DEBEMBER 31, 2003, 2004 AND 2003

EXFRESSED IN CANADIAN DOLLARS
For tha period
(Feh:rutlz.ﬁlrll%.'%tgs
) to neceumt 31
2005 2004 l
administration
Stock-based compensation {nate 6 (c)) $ ladane . 709,424 $ 762558 0§ 3340921
Management feas, wages & benefils ' 586911 . 436972 395,637 3,841,556
Investor relations and promotion 255,780 - 189,486 209,791 1,422,045
Legal and accounting 149,214 ' 82,459 91,625 1,816,119
Trave! ) 91,378 . 74,053 58,321 146,395
Printing and shareholder information . 74,296 68.49 3osa 570,855
Rent and utilities 12,461 £9.984 40,826 1,161,103
Insurance 67,640 - 53,178 43,389 358,799
Regulatory fees 56,071 : 26,135 45,758 362,550
(ffice and miscellaneous . 32,516 33,995 20,130 935,209
Depreciation ! 15,29 - 14,304 15,034 240,775
Transfor agent fees ¢ 14,1482 18.524 11,386 174,060
Loss on dispasal of capnlal assets ! - - - ___ 52968
2639979 ! 1,778,010 1,727,649 15,043,355
other - '
Write-down of deferred power project costs (note 5) 2,191 - - 2,739,111
Gain on sale of assats (note 3) (1,870.320) : - (549,000) 882,261) . (4,081,031}
Interest income (209.022) (382,230 {136,738) (3,397,166}
Loss (gain) on sale of marketabls investments 9%.877 , (199,323) {105,244) (1125312}
General exploration 38535 - 8,393 42,746 - 4,185,299
Foreign exchange loss 9,379 . 53,219 35940 353N
Write-down of mineral propertiss - - - 33,387,725
Write-town of capital assets - - - 3,080,392
Wrile-down of marketable securities - - - 74838
Gain on sale of subsidiary - - - ' {335,900}
Rentl income - i - - (71,546)
Gain on settlement of dett - f - - 26,190
Gain on disposal of capital assels -4 - - {11.558)
704,160 : 11,072,341} {1,088,303) - 34,753,044
L}
Lass for the perfod ! 330139 | 714,062 682,092 49,796,799°
Deficit - beginning of period : 46,452 660 j 45,738,598 45,056,506 -
Deficit - eng of perlod '3 49,796 799 i 46452660 § 45738598 § 49795799
Basic and dikuted loss per share 3 007 1§ - 002 3 002
45,825,859 . 44,594,702 33,556,52_

Weighted average number of shar;s cutslanding -

The accompanying netes are an integral parl of thess consolidated financia) statements.
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consolidated smemsms OF cAsu FLDWS

Comiente Resources Inc. (A Development Stage Enterprise)

"FOR THE YEARS ENDED DECEMBER 31, 2005, 2004 AND 2003

4 EXPRESSED (N CANADIAN DOLLARS
For the period
from Inception
(February 16, 1982
to December 31,
2005 2004 2003 2005
Cash Rows from (appliad to) operating activities ,
Loss for the period 4 (3344,139) © $ (714062) $ {682,002) § (49,796.799)
Iterns not atecting cash . '
Write-down of deterred power project 2,739,111 - . - 2,739,111
Shares received on sale of assefs {1.882.000) ; {549,000 {330,000} {3,254,986)
Stock-based compensation 1224274 708,424 762,558 3340921
* Loss fgain} on sale of marketable securities 95,877 {199,323 (105,244} (1,125312
Depreciation 15,296 - 18,304 15,034 240,774
General exploration - - - 40,550
Write-down of minesal praperties . - - - 33,387,725
Write-down of capital assets - - - 3,080,392
Write-down of marketable securities - - - 374,838
Gain on sale of subsidiary ' - - - (65,000}
foreign exchange loss on deposit - - - . 50,528
Loss on disposal of capital assets - - - 41417
Changes in non-cash wocking capital‘
Accounts receivable and prepaids {34613} | 111,785 (192,511 {115,945)
Accounts payable and accrved liabllities 229617 325,229 286,524 {614,297)
(955517} (301,643} {245,131} (11,675,583)
Cash flows from (applied to) investing activilies
Mineral property costs (8,845,049) . {8,627,262) (1,311,358} (99,310,035}
Deferred power project costs (1,034,429) | {1,704,662) - 2,139,111}
Proceeds from sale of marketable securities 233911 ' 529323 117,244 4,242,198
Payments to acquire property, plant and equipment - [154,859) {213,820 (76.288) (2,042,353)
Refund of deposit - - - 222,634
' {7,695.234) {10,016,421) {1,470,402} {59,626,667}
Cash flows trom financing activities .
Proceeds from issuance of share capital, net of issue cosls 28488604 - . 4,232,862 18,803,133 105,700,688
Repaymen! ol long-term debl - - , - {1,684,586)
Deposit - - = {273,162}
. . . 2848861 4,232 862 18,803,133 103,742,940
Increase (decrease) in cash and cash squivalents : 19,827,863 (6,085.202} - £7,087,000 32,440,690
Cash and cash equivalents — beginning of period 12,502,827 | 18,688,029 1,601,029 -
Cash and cash equivalents — end of pericd +$ 32440590 | 8 12,602,327 $ 18688025 § 32.4406%

Supplemental cash flow infarmation {note 10)
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notes T0 CONSOLIDATED FINANCIAL STATEMENTS

Camriente Resources Inc. (A Development Stage Enterprisel
1 Nature of operations

Corriente Resources Inc. and its subsidiaries {collectively, "Corriente” or “ths compamy™ are
engagedin the exploration and development of minera| properties in Eevador, South Amenca.
The company considers itself to ba an exploration and development stage company.

The business of mining and exploring for minerats involves a high degree of risk and there
can be no assurance that cusent exploration and development programs will resull in

profitable mining operations. The recoverability of amounts shown for mineral properties -

Is dependent upon the discovery of economically recoverable reserves, the ability of the
tompany to abtain financing to complele their development and future profitable opera-
tions or sate of the properties.

2 Signilicant accounting policies
Basis of presentation .
These consolidated financial statements hawe been prepamd in aceordance with generally

accepted accoumting principhes in Canada which as described in note 12, ditler in certain
respects from accounting principes generally accepted in the United States of America,

Basis of consolidation

The consolidated financlal statemends incsde Lhe accounts of the compary and its
wholly-ovmed subsidiaries, Corriente Resgurces Inc, {Cayman), CTG Management Inc.,
Ecuacorriente SA. {Ecuador), Minera Pananiza BY, (Netherlands) and Minera Curiger
SA (Ecuador),

Mineral properties

The Company capitalizes all costs related to invesiments in minesal property interests on
a property-by-property basis. Such costs include minerad property acquisition costs and
eploration expenditures, Costs are deferred until such time as the exdent of minerabnation
has been determined and mineral property interests are eithar developed, the property sold
o the Company's mineral rights allowed to lapse.

Al deferted mineral property expenditures are reviewed, on a property- by-property basls,
to consider whether there are any conditions (hat may indicale impairmend. When the
camying vatue of 2 properly exceeds its net recoverable amount that may be estimated
by quantiiiable evidente of an economic geological resource o resenve or the Company’s
assessment of its ability to sell the property for an amount lass than the delerred costs,
prowision is made for Ihe impairment i vakue and the property is wailten down lo the
estimated fair value.

The amounts shown for acquisition costs and deferred explorstion expenditures represent
costs incurred 1o date and do nol necessarily reflect present or future valuss.

These costs are depleted over the usetul lives of the properties vpon commencement of
commercial production or written off if lhe properties are abandoned, become uuparred of
the claima alkrwed to lapss.

Property, plant and eguipment

Depeeciation of vehicles, fumiture, computer, field and communications equzpment is
provided on 3 dectining-balance basis over their estimated useiul lives at annual rates
between 20% and 30%. Leaschald impmvements are depreciated on a straight-tine basis
over the term of the lease.

Daferred pawer project costs

Assels under construction or develnpment are recorded as deferred (capitafized) casts o
construction in progress untid they are operational and available lor uss, 3 which (ime they
are transferied to property, plant and equipment of written off en abandonment.

General exploration
General explralion expenses, including the cost of evaluating potential peoieets, are
charged 1o operationy as incymed.

Cash and cash equivalents
Cash and cash equivalents comprise cash and deposits with a term to maturity at the date
of purchase of 90 days or less.

Marketablo securities
Marketable securilies are carmied at Lhe lower of cost and quoted market value,

Forelgn currency transkation

The company's subsidiaries are tonsidered Imegrated foreign operations and are transiated
ysing the temporal method, Monetary items aie lrgnstated al the exchange rale in etfect
a1 the balance shast date; non-monetary items are iranstated at historical exchange rates;
fevenue and expense iems are translated at the average rate of exchange for the period,
except for depreciation, which i3 translated at tha same rate as the assets to which they
relate. Translation gains and losses are reflected in boss for the year,

fneame taxes

Income taxes are cakculated using the liability method. Temporary ditferences arising from
the difference between the tax basis of an asset or [Eabliity and ity camying smount on the
balance sheet are used to caleulate future income tax Habilities o assels, Future income
tax ayset and iabilities are measured using lax rates end 1aws that are expected to apply
when the temporary differences are expected to reverse. Assets are recognized ondy to the
wxtenl it is more Liely than nat lhaw:eyuillberealized

Loss per share

- Loss per share is calulated based on the weighted average number of common shares

issued 2nd outstanding during tha year, The effect of patentiat issuances of shares under
options and warmanis would be anti-dilutive, and theetore basic and diluted ksses per
share are the same,  ~

Use of estimates .

The preparation of financisl statements in contormity with generally sccepted accoumting
principles requires management fo make eslimates and assumptions which affect the
reparied amounts of assets and labikities and the disclosure of continpent assets and
liabilities ot the date of the tinancial statements and revenues and expenses for the periad
reported. Significant estimates that invelve highly subjactive assumptions by management

" include the company’s estimate of steck-based compensation expense and its assessment

of passibie Impalment of its mineral properties. Actual results could differ from those
reported.

Stock-based compensation plan
The company has a stock-based compensation plan as described in note 6 (¢),

The company applies the fair vatue method of accounting for a1l stock options granted, Under
this method, stoch-based compensation on options granted to employees, diectors and
consultants is recorded as an expense in he period the options are vested, basad on the esti-
mated fair value at the measurement date using the Black-Scholes Option Pricing Model,

Asset Retirement Obligations

DECEMBER 31, 2005 AND 2004 -
EXPRESSED I CANADIAN DOLLARS

On Lanuary 1, 2004, the Company ndndted the new accourting standard for asset retie- -
ment gbligations, Canadian Institute of Chartered Accountants {*CICA®) Section 3110, The -

standard requires that the fair vatve of a liability for an asset retirement obligation be

recagnized in the period in witkch it is incwrmed if a seasonabie estimate of lai value can he ©
made. The associated asset retirement costs are capitalized as part of the comying amount.

of the long-lived asset.

There is no material impact on the consoligated financial statements resufting from the
adoplion of Section 3110 either in the cuirent or priov periods prasented.

Varlatis Interest Entitiss
Eftfective January 1, 2005, the Company adopted Accounting Guldeling AcG-15,
“Consolidation of Variable Interest Endilies”, which requires consclidation of entitles in

which the Company has a controlling financial interest, The Company has determined that

. [t has na variabla inferest entities,

Comparative Figures
Certain compatathe figures have been reclassified Lo conform to the presentation adopted
in the current period.

3 Mlneral properties

Carriente Copper Belt, Ecuador

Under various agreements signed with cestain Ecuadorian subsidiaries of BHP Billiton LLC
["BHP Billiton"}, the company has eamed a 100% interest in BHP Billiton's resourte proper-
ties located in {he Rio Zamora copper porphyry district {Comiente Capper Bett), in Ecuador.
This required the issue of shares to BHP Bifliton and the expenditure of exploration funds
under the tesms of these agreements. Additionally, these resource properties are subject to
2% Met SmeRer Royalty {"NSR"} payabie to 8HP Billiton, though the company has options
to reduce the NSR to 1% for the MiradouMirador Nocte, Panantza and San Carlos resource
properties upon the payment of USS2 mitlion for each option exercised Lo BHP Billton.

During 2004, ). David Lowell exercised his oplion to acquire the companys interest in the
Wariniza resource concession In exchange for his 10% interest in Coriente’s interests in
the remaining concessions in the Corriente Copper Belt. As a result, the company has

. complele ownership ol its Corriente Copper Bett resource properties. Mineral property costs

associated with the Warintza property, in the amount of 32,461,946, were re-allocated to
the company’s other Cocriente Copper Beft resource properties (Mirader - $1.318.400 and
Panantra/San Carios - $543,546) at Decembes 31, 2004,
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5 Deferred power project costs

In March 2004, the company entared into zn Agraement wilh Ii:dmlzeu SA (Higreigen), an associated company of Caminosca Caminos y Canales C. Limitada (collectively refesrod to 25
Caminosta), 1o develop, construct, and operate a 30 megawatt nun-of-fiver hydroelectric genmnm facility with the assecisted switchgear and transmission lmes on the Sabanilla River
{Sabanilla Power Project, or SPP), to supply power to Comientes planned Mirador coppes mine.,

During 2005, the Agreement lapsed and because of the uncertainty ot the company's pepaliations with Caminosca 2nd the mploration of other power altematives, deferved power project

_costs of $2,739,111 associsted with SPF have been writlen off by the company ot December 31, 2005,

B Shara capital

#) kuthorized
100,000,600 common shares without par value

bitssued”

On Febmoary 7, MSMmmuwmpkmdanm-medmtp!awnmmlOwoouuniuatamdslDﬂpaunutuuusspmceedsdnDmﬂlm befora ssue costs of $6,250,
Each unit Issued comprised one commen share and one commen share purchase wamant. Each commen share purchass warrant entitles the hnldﬂlu purthass one commen share a1 &
price of $1.10 on or betars February 7, 2005, Al of these wamrants wene exercised before the expiry date.

On October 9, 2003, the company completed a non-brokered private placement of 2,000,000 common shares at 2 prics of $1.95 per slumhrpruweds of $3.9 milfion,

On November 5, 2003, the compary completed a brokered private piacement of 4,750,000 unils a1 a pricé of $2.50 per unit for gross proceeds of $11.875 million before issus costs of
$809,381. Each unit issued comprised one common share and one-quarter of one common share purchase warant, Each white share purchasa wanant was exercisabie af 3 prics of $3.00
for 8 period of 18 months, subjct to the right of the company to accelerate the expiry of the warmants if the company's common shares traded above $4.00 for twenity consecutive trading
days, in any period after March 8, 2004, During 2004, warrants to acquire 193,750 common shares were exercised and the remaining 993,748 waranls expired unexercised in 2005,

On December 29, 2005, the company completed a rokesed private placement of 7,605,000 common shares at a price of $3.95 pursuant ta its sim torm prospectus dated December 19,
2005 to raise grmas proceeds of $30,039,750 before issue costs of $2,186,386.

¢) Stock oplions

The company has a steck eption plar whereby the company may grant options to its directars, officers, employees and consultants of up to a total of 6,524,830 comman shares (of which
2,855,000 are ottstanding and 3,545,000 have been exercised sinca the inception of the company's stock option plan in 1996, leaving 123,830 available for grant). The exercise price of each
option is delermined in accordance with the company’s stock option plan, The oplion term and vesting period is determined by the Board of Directors, within regulatory guidetines.

2005 2004 - "onn

Welghted average Weighted average - Weighted average

Number of shares exercive price  Number of shares exerche price  Number of shares  exercise price

Options outstanding - Beginning of year 2,350,000 H 14 2,150,000 $ 0.96 2,490,000 $ 165
Granted 940,000 - 24% 515.000 133 1,530,000 0.93
Exercised (475,000 0.92 {315,000} 097 (575,000 0.81
Terminated . - . - - - (150,000 185
Expired : - : .= L= - (1,105,000) 2.50
Options outstanding — End of year 2.855,000 H 183 2.330.000 $ 1.46 2,190,000 $ 036
Optlons outstanding and execisable — End of year 2,855,000 $ 1.89 2177.500 . 3 1.28 2,150,000 $ 0.95

During the yezr ended December 31, 2003 the company has recorded tha estimated fair value of the 340,000 (2004 - 513,000, 2003 - 1,530,000} options granted 2nd vested as stock-based
tompenssation expense of §1,224,274 (2004 - $709,424, 2003 - $762,558). This fair valve is estimated using the Black-Schates Option Pricing Mode! with the faflwing assumptions.

2008 2004 2003
Risk-free interest rate 295=3.19% 27-3.11% 105-3.78%
Expected dividend yield - " - -
Expectzd stock price volatility 6&-71% 61-12% fo-81% - -
Expectsd option life [n years _ 3 3 : ]

Ogtion pricing models require the inpet of Mighy subjective assumptions Encluding the expected price volatility. Changes in the subjective input assamptions can materlally afiect the fair
value estimats, and (heretore the existing models do not necessarily provide a refiable measure of the fair vakue of the company's stock options.

The estimated fair value assigned to the stock oplions exercised during the years ended December 31, 2005, 2004 and 2003 was credited to share capifal.
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m)te S (cont)
Number of opllons Exercise Price § Expiry Dates Estimated Falr Valse $
Balznea — December 31 2002 2,450,000 ) © GAAGES -
Exercised (500,000) 0.79 January 9, 2005 1245481
Exsrcised {75.000) 091 fune 6, 2005 (41,128
Expieed (775,000 300 Apxil 7, 2003 ) -
Expiced . {330,000 . 1.3 " hugust 29, 2003 -
Tesminated - {150,000) 195 March 9, 2004 -
{uanted . 25,000 114 March 5, 2006 15503
Granted 695,000 0.90 May 28, 2005 305432
Granted 480,000 0.89 fuly 28, 2005 224802
Granted - . 330,000 L2 Septermber 10, 2006 216421
’ {300,000} - : ] 475,949
Batance — December 31, 2003 _ 2190000 ) 1,120,614
Exertised ) (100,000) 1.02 Margh 11, 2005 {62.449)
Emised {125,000) 0.91 June 5, 2005 (68540
Exercised - £70,000) 0.90 May 28, 2006 (30,763)
Exercised . : {20.000) 1.28 September 10, 2006 (13.116)
Granted 275,000 13 Febraary 5, 2007 411,702
Granted 100,000 316 June 1, 2007 155,528
Granted 100,000 358 July 21, 2007 73,689
Granted 40,000 3.23 September 28, 2007 63,505
. 200,000 _ 534,543
Balance — December 31, 2004 2,390,000 1,655,163
Exescised " (235.000) 091 June 6, 2005 (128,868)
Exervised (200,000) 0.7% Dctober 9, 2005 (98,190
Exereised . (20,000} ' 090 May 28, 2006 (8,789)
Exercised {20.000) 227 July 28, 2003 R (21,339
Granted 100,000 215 June 1, 2008 104,250
Geanted 540,000 227 July 25, 2008 576,164
Granted 300,000 299 September 6, 2003 AN4TS
Vested . ' . July 21, 2007 97517
Vested February 9, 2007 23857
© 455,000 .o 967,085
Balance — December 31. 2005 2.855.000 2622248

The following table sﬁmmarim information about stock options outstanding and exercisable at December 31, 2005:

Options cutstanding and
Exerclse prices $ exercisable st Decemher 31, 2005 Remaining contractual lite {years)
355 100,000 16
332 275,000 ' 11
35 40,000 1.7
116 100000 14
2% 300,000 - 27
227 520,000 26
15 100,000 . 4
128 310,000 07
114 25,000 02
030 505,000 04
| 089 180,000 06
: 2,855,000 13

Subsequent to December 31, 2005 the company granted 25,000 stock options to a new director at an exercise price of $4.50 and 400,000 options (o semior management at a pace of $5.25.
The latter grant is subject 1o shareholder approval at the company's May 2006 annual general meeting and these cptions vesl on (he basis of 1/2Gth of the total each month [lmm grant
date). Such vesting would be accelzrated based on the attainment of identified milestones.
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d) Share purchase warrants

Mumber of warrants Exercise Price § Expiry Dates Assigned Fair Vaius §

Balance - Decembes 31, 2002 5,045 294 : 501,051
Issimd 1,000,000 110 February 7, 2005 -

hssued 250,000 050 May 29, 2005 96,455

Issutd 1,187,498 0 May 5, 2005 -
Eremised , vl R 030 {8871}

Exercised {240,006} 0.80 {71,53)

Exercised {812,289) 1.00 -

Exercised . {186,917) 0.5 -

Exercised : (740,740 1.35 -

Expired {250,000) 0.80 April 20, 2003 {60,472)

Explred {250,000) 0.80 May 29, 2003 {193.781)
(302.148) : 328,129

Batance — December 31, 2003 4,743,846 172907
T Erertised ) {1,965.428) 100 -

Erercised {50,850} 090 -

Exercised (1,000,000) 110 : -

Exercised ‘ (193,750; L) -
Exercised {250.000) 080 .. (765472)

‘ {3,500,598) - 76472

Balance — December 31, 2004 1,243,743 ' 95455
Expired {891,748) 300 May 5, 2005 -

Brarcised ’ (250000) . 050 {35.455)
’ (1,243,248) ' ’ {95455

Balance - Oecember 31 2005 - : . _

No share purchase warrants were issusd in 2004 or 2005,

The fair value assigned to the shass purchase wamants exsscised during the years ended Dar.emb:f 31, 2003, 2004 and 2005 was credited to share capital. The Fair value assigned to the

share purchase wamants that expired during the years ended December 31, 2005 and 2003 was credited to contributed suiphus.
1 Related party transactions and balances

Included in management fees, wages and benefits and in mineval praperties and investor relations are expenditures of $43,539 {2004 - $124,194, 2003 - $253,088), $60,500 {2004 — $Nit,
2003 - $127,067) and $Nil (2004 — $66,667, 2003 - $36,0000, respectively, for the vear ended December 31, 2005 in mped of administrative and technical services provided byoumpnmes

affiliated with employed officers. At December 31, 2005 $15,000 (2004 — $1,538, 2003 — SN} was due to these companies atfiliated with emplayed officers,
8 Income taxes
The reconciliztion of income tares gttributable to continuing opesations computed i statutory cales to the income fax expersafracovery) is as follows:

2005 Fon ] 2083
. U.12% 35.62% 35.62%
Income tax benefit computed at Canadian statutory rates $ (1,141,020) § (254,348 § (256,603
Ditference in foreign fax rates (438,922) {263,6563) . (364,698)
Permanen differences . 1,162,583 953,603 288,106
Decrease in tax rates 207,048 - ) -
Share issuance costs and cther 1753.076) - 1290,528)
Chang in valuation alkwance 963,385 (435597 621723
3 = 3 = 3 =
The significant componenis of the company's future incoma tax assets are as follaws:
‘ 2005 . 2004 . 20m .
Future incoma tax assets T
et tax losses carred forward $ 2243685 $ 1,79853 § 163,189
- Resource pools . 2,730.20 2.5 3341539
Capital assets and other 801220 281,683 13,002
5,880,125 4916733 5352331
Yatuation atlowance {5,880,125) {4.916,739) {5352.331)
3 - 3 - 3 -

At Decembes 31, 2005, the company has Canadian losses for tax purposes of approximately $5,640.000 which expire on varipus dates to 2015.
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ﬂOtBS {cont.)

9 Segmented information

The company cperates within a single operating tegment, which is mineral exploration. The company’s mineral property interests are in Ecuador, South America, as set out in note 3,
Geographic segmentation of property, plani and equipment and mineral properties is as follows:

2005 2004
" Property, plant and Froperty, plant and QOeterved power
Nineral properties equipment Mineral properties equipment project costs
Canada I - H 48,128 H - $ 495 . 3 -
Ecuados 34205955 217489 2522021} 221 166 1,704,662
$ 34705955 [] 265617 $ 25220211 266.749 $ 1,704,662

10 Supplemental cash flow information
Cash and cash equivalents at December 31 comprise the tollowing:

_ 2005 2004 fit 13]

Cash on hand and balances with banks H {16,750) $ 178,957 3 184,094
Short-term investments . 32457440 12,423 830 18,503 §35
$ 32440, 690 $ 12602827 $ 18588029

Buring the years ended Decernber 31, 2005, 2004 and 2003, {he company conducted nun-cash operating, investing and financing activities as follows:

2005 2004 7003
Mineral properties — non-cash deferred exploration . $ (54,658) $ (35,6300 H {25,019
Mineral properties = non-cash acquisition payments - - "3 - $ 1 (328.955)
Marketable securities received from.sale of subsidiary company $ 1882000 $ 549,000 $ 230,000
Shares issoed for mineral property acquisition costs $ - 3! - $ 232500
Sham purchase warrants issved for minerzl property acquisitian costs $ - H - $ 96,455

11 Financial instruments
The company does not use any derivative linancial instruments. At December 31, 2005 the camying value of cash and cash equivalents, accounts receivable, accounts payable and accrued

" liabilities approximate their fair values because of the short-term nature of the |nslmments

During the year, the company spid all of ils marketable securities on hand for gross pmceeds of $2,339,123, incurring a koss of $96,877, As of December 31, 2005 marketable securities
hetd by the company, camied at 8 cost of $Nil 12004 — $554,0001, had @ quoted market value of SNil (2004 - $595,000). At Decémber 31, 2005 the company holds 200,000 shases of 8
company thal remains non-public 2nd does not have 3 quotabla market value. Acoordingly, these securities are being camied by the company at 1 Nil vake.

12 Reconciltation to United States Generally Accepted Accounting Principles (“GAAP™)

The comsclidated financizl statements have been prepared in accordance with Canadian GAAP which ditfers in certain respects from these principtes that the Company would have fol-
lowed had its consolidated financia! statements been prepared in accondance with Urited States GAAP. Significant measurement differences that matenally aflect these consalidated
financial stalements are s follows:

» As described in Note 2, Canadian GAAP afiows for the deferral of exploration expendilures and deferred power pruject costs. Under United States GAAR, the Company expenses, 25
fncurred, exploration casts relating fo unproven mineral properties and defemed power project costs. When proven and probable reserves are determinad for 3 property and a feasibility
shrdy has been pepaied, subsequent development costs of the property would b caphatized.

o Under LS. GANP, markelable securities are classified as trading o available-for-sale, Gains and losses on trading securities are recognized cumently, whether or ot realized, Sacuriies
are carried on the balance sheet at thelr fair value and unrealired galrs and ksses on available-foi-sale securities are extluded from earnings and recorded as a separate component
of sharsholders’ equity. Carrying values of available-for-sate securities which are considered impaired ase written down and the charge is recognized curently.

Had the Company lolowed United States GAAP, certain items in the financiat statements would have been reported as follows:

Statements of Loss and Deticit ]
Year Ended Ozcember 31, .
. 4 nn
Net fass under Canadian GAAP ’ § a3 : $ 714,062 H] 682,092
Minesal exploration costs expensed under U.S. GAAP ) 2,741,988 8164 470 1,327,284
Net boss under U.S. GAAP 6,085,127 8378512 2,000.376
Change in unrealized gain on available-tor-sale securities - 41,000 31,000 16,500
Campretensive loss under U.S. GAAP $ 5127177 $ 8909532 $ 2005876
Basic and dikted loss per share per 1S, GAAP $ 0.13 $ 0.20 $ 0.06
Weighted average numbes of shares cutsianding 45825859 44,594,782 33,666,622
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Balance Sheets . _
2005 . 2004

Total assets under Canadian GARP $ 62000008 $ 40,501,582
Adjustments to reconcile US, GARP, . L

Mineral exploration costs expensed under U5, GAAP (22,2974 (19.555454)

Unreglized gain on available-for-sale sacumms . - 41,000 ' .
Tota) assets under U.5, GAAP 3 7 44,807,566 $ 20982128
Sharehokders” equity wnder Canadian GAAR $ 56122764 - 87 39755015
Adjustments to recancile U.5. GAAP : . o

Minera| exploration costs expensed under U.S, GAAP . (22.91440 (19.555454) °

Unrezlizad gain on available-lor-sale securities - - = 41,000
Total shareholdars’ equity under LS. GAAP . $ 43826322 $  20.240.561
Statements of Cash Flows .

Yoar Endec Decembar 31, .
2005 2004 | . 003

Cash applied to operating activities under Canadian GARP (955N 063 SR R r L ERE IV
Mineral exploration costs incyrred in the year {8,558 789) - (B164470) (1,327 284)
Cash applied to operating activities undes U.S. GAAP $ (9,554,306 - § (8266113 {1,573,015)
Cash applied to Investing activities under Canadian CAAP $ (1695234 $ -(10.016,420) $ (140400
Mineral exploration costs incurred in the year 8,598 789 8,184 470 13728
Cash applied to investing activities under LS. GAAP $ 903555 §  {1:85195]) 3$ (143, lﬂ_l_
Recent Accounting Prenaungements
Hon-monetary Transattions

CICA Handbook Se:tnun 383 "Hm-&bmta:y Transactions™ will be apph:ahln fo the company cmnmenmg mth me 2006 Imantnal year ' , ’

' Oumlwe Instruments L !
. In January 2005, the Canadian Instilute of Chartered Accountants ICICA) issued three new siandards rela‘unx to ﬁnanml instruments. These sundaIds e mlmble for fiscal years

beginning o o after October 1. 2006. The company u currently reviewing the unparl of these new slzndards. lhese standards are as Iolhm
Financial instruments = Reoogmhon and Measurament, Sectlon 3855 :

This standard prescribes when a financial assel, fimancial liability, or nm-ﬁnanml denvatm is tobe mgnmd o Lhe halame sheet and whether tair value or cost-based measures are
used. i also specifies how financial instrument geins and losses ars tode prmalad. Lo

Hedges, Section 3865

This standard is applicatile when a company chooses to designate » hedging re!amnsh:p o awwnlmz paposes, [t bullds on the misting Accounting Guideline AcG~13 “Hedging
Relationships™, and Section 1550 ~Foreign Cumency Translation”, by specitying how hedge accounting is applied and what disclosures are necessary when it is applied. -

Comprehensive tncome, Section 1330

This standard introduces pew nules for the reporting and display of comprehensive Income. cunprd:enm income, which is cumently reported under US GAAR, is the change in shareheid-
s’ equity {net assets) of an entesprise during a reposting perind from transactions and othar events and circuntstances Hiom non-owner sources, It inchades all changes in equity during
3 period except those resulting from investments by gwners and distribations to owners. These idems include holding gains and lesses on certaln invesiments, gains and iosses on certaln
desivative Instruments and foceign cumenty gains and bosses refated to self-sustaining toreign operations (cumulative transiation adjustment). .

Recent U1.S. Accounting Pronouncements

During june 2009, the FASB issued SFAS No. 154, Accounting for Changes and Error Cosrections. The new standard requires that entities which make 8 voluntary change in accounting
principle apply thal changs retroactively to prior period financial statemenis, untess this would be impracticable. For changes in methods of depreciation, amortization or depletion for
long-fived assets, the change mus? be accounted for prospectively, as a change in esbmatz. SFAS No. 154 i B elfective for the company's 2006 financial statements.
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