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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

14 necordance with National Instrument 51-102, Euglecrest Explorations Lid. (the “Company”} discleses that
the accompanying un-asdited interim consolidated financial statements for the three months ended, December

31, 2006, were prepared by managencenl.

The Company’s independent auditor has not performed a review of these un-audited interim consolidated

financial statenments,




LAGLECREST TXPLORATIONS LT,
Consolidated Balance Sheets
Ae o December 31, 2006 and Sepremhes 2 2000

December 31
{Un-audited)

Assets &
Current
Cash 193036
Accounts receivable 55347
Prepaid expenses and deposits 120,455
365,831
470,175

Propenty. plant and equipmeat (note 3
Resource properties {schedule) {note 4) 34.088.282

34,933.288
Liabilities
Curreni
Accounts pavahle and accrued Liabilities S01.539

Sharcholders’ Equity

51.679.620
1.156.600
1844540

(20.248.746)

34.431.729

Share capital (note H(h)
Share subseriptions (note 6(¢))

Contribured surping (nore 6{g 1)

Iefieit

Nature of Operatons and Going Coneern {Note 1)

Approved by the Board of Direetors:

“Ifans Rasmusscn’

[ans Rasmussen

“Caul Zdebiak]

Paul Zdehial

See notes 1o the consolidated financial stateinents

Septemixe: 30

{Aundneds

527081
32.5379.485
55,567,400

825202

51066343
1136000
I.Rad b6

(10.927.0:12)

34.742.147

mal
-1

00

L
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EAGLECREST EXPLORATIONSLTD.
Consolidated Statements of Operations and Deficit

For the Three Months Ended December 31, 2006 and 2005

2006 2005
b b
Expenses:

Accounting and audir 6,000 3,000

Administration 16,500 15,000

Advertising 24,922 -

Amortization 1,225 743

Bank charges and interest 1,074 1,080

Consulting 7,336 21,118

Foreign exchange loss (gain) (34,789) (5,084)

[nsurance 15,009 9,445

Corporate development 71,532 51,728

Legal 10,896 15,405

Manugement fees 81,018 45,662

Office and printing 24,419 10,781

Sharehoiders infonmation 4,548 3,731

Transler agernt 2,301 1,354

Travel and premotion 09,752 15,963
Total expenses 331,743 186,826
Other item:

[nterest income {10,039) (2,883)
Netoss for the period 321,704) (183,943)
Deficil - beginning ol period {(19,927,042) _{18,334,463)
Beficit - end of period (20,248,746) (18,518.406)
L.0ss per conunoen share {(note 2) $0.00 $0.00
Weighted-average number of common

shures outstanding 239,772,622 178,874,702

See notes to the consolidated financial slatements




FAGLLECREST EXPLORATIONS LT
Consolidated Statements of Cash Flows
For the Three Monthe Ended December 210 2006 and 2005

2000 2004
5 bt
Cash provided by (used in):
Operating activities
et loss Toi the period (321704 (153,045,
hems not affecting cash:
Amortization 225 743
(320479 (163,200
Net charge i non-cash working capital items:
Accouns receivable {15.694) 96,040
Prepaid expenses and deposits {7.915) 1.347
Accounis pavable and accrued liabilities {323,703) (02,199
{667.791) (177.106)
Financing activities
Cuash received for capital stocl: issued rneti 11,286 110205
Share subscriptions to capital stock - 1.942.962
| 1.286 2.033.257
Investing activities
Preperty, plant and equipment expendhures - {22.790)
Resouree properts expenditnres (1.459.110) (B29.074)
(1.459.110) (921.864)
Increase (decrease) in cash (2115021 954 287
Cash - beginning of period 2.308.657 762771
193.030 1.717.058

Cash - endl of period

Supplemental disclosure of non-cash financing and fnvesting activifies:

i the three months ended December 3102006 cquipment ameariization of $48 681 (2005 - §34.898)

wes recorded indeferred mineral property costs.

Interest received during the period §10,039 {2005 - 82, 883)

Sce notes 1o the consolidated Ninancial statements




EAGLECREST EXPLORATIONS LTD.
Cansolidated Schedule of Resource Property Costs

{Audited) Additions (Audited) Additions (Un-audited)
September During the September During the December
30,2005 Year 30, 2006 Period 31,2006
Bolivia § $ 5 3 b
San Simon Zone
Acquisilion costs " 0,520,763 7,696 2,528,459 - 2,528,459
Administration 193,576 - 193,576 - 193,576
Assays 398,745 - 395,745 - 398,745
Camp costs 1,768.017 - 1,768,017 - 1,768,017
Consulting fees 2,185,445 - 2,185,445 - 2,185,445
Drilling 1,501,060 - 1,501,060 - 1,501,060
Mapping 120,058 - 120,058 - 120,058
Louipment rental 1,150,002 - 1,130,002 - 1,150,002
Field costs 625,183 . 625,183 - 625,183
Gieophysical surveys 171,867 - 171,867 - 171,867
Professional fees 217,301 - 217,391 - 217,391
Sumpling and analysts 132,529 - 132,529 - 132,529
Wages 589,341 - 589,341 - 589,341
Travel 482661 - 482,661 - 482,661
Underground development 2420241 - 2420241 - 2,420,241
Vehicle mainenance 393,231 - 393,251 - 393,251
14,870,130 7,696 14,877,820 - 14,877,826
Bona Amelia Zone
Acquisition costs 90,476 13,735 104,211 - 104,211
Admin and office 513,106 267,345 782,451 28,250 810,701
Amortization 309903 208,000 517,903 49.681 567,584
Assuys 437,692 179,324 617,016 49,666 666,682
Cinip costs 416,995 368,325 785,320 123,206 908,326
Consulting fees 1,377,676 531,647 1,909,323 120,981 2,030,304
Drilling 3,655,368 1,876,440 5,531,808 500,782 6,032,590
Envirommental 56,990 110,663 170,653 6,376 177,029
Mapping 12,806 - 12,806 - 12,806
Equipnent rental 536,348 242,014 778,362 100,036 878,398
Ficld costs t,296,642 474,757 1,771,399 £33,344 1,904,743
Geophysical surveys 12,894 - 12,894 ~ 12,894
Supplies - 70,063 70,063 29,039 90,102
Travel/iransportation 341,317 £94,475 535,792 73,508 609,300
Underground development 744,104 1,496,805 2,240,909 245711 2,486,620
Wapes 528,119 382,778 1,410,897 200,551 [,611,448
Recovery - pold concentrates . - - (152,334) {152,334)

10,035,436 6,616,371 17,251,807 1,508,797 18,760,604




LAGLECREST EXPLORATIONS LTI
Consohidated Scheduls of Resouree Property Cosis

tAaudineds Addiron: (Audied) addinons (Liveandied )
Sepiember Lruring the Sepiembel Druoring the December
A(h 2005 Yean 30. 2000 Period 37,2000
& M 5 by &
Marco Nariz Zone
Acquisition cosis 230.058 T3S0 2014908 - 261408
Professional fees 10.701 - 10,701 . 10.70]
240 759 21350 272009 - 272109
Dona Angeln Zone
Acquisition costs 144.051 30.545 174.566 - 174,566
Professional fees 3.147% - 3.147 - 5.147
147198 30045 177,743 - 177743
Total 23.002.523 6.670.962 32.579.485 1508797 34 0RE.282




FAGLECREST EXPLORATIONS LTD.
Notes 1o the Consolidated Financial Statements
For the Three Ended December 31, 2006

NATURE OF OPERATIONS AND GOING CONCERN

The Company is incorporated in British Columbia and is currently involved in the acquisition, exploration
and development of resource properties located in kenez Province, Bolivia. At the date of these consolidated
financial statements, the Company does not have a known body of commercial grade ore on any of its
propertics, and the ability of the Company to realize the costs it has incurred to date on these properlies is
dependent upon the Company being able to sell the properties or to identify a commercial ore body, to
finance ils exporation and development costs and to resolve any environmental, regulatory or other
constrainis which may hinder the successful development of the properties.

During the cwrrent period the Company experienced an operating loss of $321,704 (2005 - $183,943) and at
December 31, 2006 has a cumulative operating deficit of $20,248,746.  The Company will require
significant additional funding to maintain its working capital surplus and meet its planned resource
expendituees in fiscal 2007, Although the Company has been successful in raising funds to date, there can be
no assurance that additional funding will be available in the future. Management is actively pursuing such
additional sources of financing, hawever, in the event that additional funding cannot be obtained, there is
substantial doubt about the ability of the Company to continue as a going concern.

The consolidated financial statements have been prepared assuming the Company will be able 10 realize its
assets and discharge its liabilities in the normal course of business as a going concern.  In the event the
Company ts not able to obtain adequate funding, there is uncertainty as 1o whether the Company will be able
to maintin or complete the acquisition of its mineral propesty interests.  The consolidated financial
statements do not reflect the adjustments to the carrying values of assets and liabilities that would be
necessary i the Company were unabie to achieve profitable mining operations or obtain adequate financing.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis ol Presentation and Principles of Consolidation

These linancial statements have been prepared in accordance with Canadian generally accepted accounting
principles and include the accounts of the Company and its wholly-owned subsidiary located in Bolivia. AH
material intercampany balances and transactions have been eliminated.

Resonree Properties

The Company capitalizes all costs related to vestments in mineral property interesls on a property-by-
property basts,  Such costs inciude mineral property acquisition costs and exploration and development
expenditires, net of any recoveries.  Costs are deferred until such time as the extent of mineralization has
heen determined and mineral property interests are cither developed or the Company's mineral rights are
allowed o lapse.

All deferred mineral property expenditures are reviewed, on a property-by-property basis, to consider
whethier there are any conditions that may indicate impairment. When the carrying value of a property
exceeds its net recoverable amount that may be estimated by quantifiable cvidence of an economic
peological resource or reserve, joinl venture expenditure commitments or the Company’s assessimenl of its
ability to sei! the property lor an amount exceeding the deferred costs, provision is made for the inpairment
n value,




LAGLECREST PXPLORATIONS LTHL
Notes to the Consalidated Financial Statements

A

For the Three Monthe Ended Decemmber 21,2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cominued!
Resouree Properties ieonginned)

The amounte shown for acquisition cests and deferred exploration expenditures 1epresent coste incuirred 1o

date and do.nos necessarily reflect present ar funure values,

These costs are depleted over the uselul lives of the properties upon e commencement of commercial
production, or written ofTif the properties are abandoned or the claims are altowed o lapse.

From time 1o time the Company may acquire or dispese of & mineral praperiy interest pursuait to {he terms
of an option agreement. As the options are exercisable entirely at the discretion of the optionee. the amounts
pavable or receivable are not recorded. Oplion payments are recorded as property costs or recovencs when
the pavments are made or received.

Management's estimates of mineral prices. recoverable proven and probable reserves and operating capital
And reciamation costs are subject to certain risks and uncertainties which may affect the recoverahility of
mineral property costs. Although management has made ite hest estimate of these factors. it is possible thai
changes could oceur in the near term that could adversely affect management s esiimate of the pet cash Now
10 be generated from its properties.

The acquisition of title 1o mineral propertics is a detailed and time-consuming process. The Company has
waken sieps, in accordance with industry standards, o verify mineral propertics it which it has an interest.
4lthough the Company has taken every precaution te ensure that jegal title 10 its propertics is properly
recorded in the name af the company. there can be no assurance that such tite will ultimaiely be securcd.

Administrative costs, aleng with costs velated 1o the determination of the feasibilinn of a project. are

expensed ag incarred.
Property. plant and equipment

Property, plant and equipment is recorded at cost and amortized over their estimated useful ccenomic lives using

the declining balance method at annual rates of 30%¢ for office equipiment. automotive and field equipment. The

Company g also canstrucied a rock: crusher plant and recovery mibl that are recorded at cost and amertized

on o straight-line basis over five vears.

Property. plant and cquipment acquired v a fiscal vear are amortized al one-hall of the annual rate.

Forcien Corrency ‘Franslation

The Compamy’s foreign operations are considered inegrated with those of the Company’s domestic

eperations,

samy translares s accounts denominated i foreign cnrrencies s follows: monetary nssets and

The Cony
heet dale and non-inenetary assets and liabitities ot

Habilities ai the rate of exchange in efTect at the balance s
their applicable historical rates. Revenues and expenses are translated at rates prevailing ol the dite of the
(ramsaction except for amortization which is tanstaied historical rates.

Exchange pains and losses from the translation of foreign currencies are recopnized in the period in which

they oceur,
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EAGLECREST ENPLORATIONS LTD,
Notes to the Consolidated Financial Statements
For the Three Months Ended December 31,2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Use of Estimates

The preparation of financial stalements in conformity with Canadian generatly accepted accounting
principles requires management (o make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements
aud the reported amounts of revenues and expenses during the reporting period. Significant areas requiring
the use of management estimates relate to impairment of resource properties, determination ol stock based
compensation and determination of valuation allowances for future income tax assets. Actual results could

differ from those estimates.
Financial Instruments

‘the Company’s financial instruments consisi of cash, accounts receivable, and accounts payable and
accrued labilitics. The fair values of the instruments approximate their carrying values due to their short-
lerm nature, Financial tisk is the risk arising from fAuctuations in foreign currency exchange rates. The
Company does not use any derivative or hedging instruments to reduce its exposure 10 fluctuations in
foreign currency exchange rates.

Share lssue Costs
Costs fncurred for the issue of common shares are deducted from share capital or the balance of share

subscriptions prior to the issuance of the shares. Ghares issued for considerition other than cash are valued at
the quoted market price on the date the agreement 10 issue the shares was reached,

Stock-Based Compensation

The Company records all stock-based payments using the fair value method.

Under the fair vadue method, stock-based puyments arc measured at the fair value of the consideration
received or the Fair value of the equity instrmnents issued or liabilities incurred, whichever ts more reliably
measurable and are charged to operations over the vesting period. The offset is credited to contributed

surplus.

Consideration recsived on the exercise of stock options is recorded as share capital and the related
contribuied surplus is transferred to share capital.

Luss Per Share
Loss per share is calculated using the weighted average number of common shares outstanding during the

year.  Diluted luss per share amounts have not been presented as the effect of outstanding oplions and
warrants are anti-dilutive,




LAGLECREST ENPLORATIONS LT
Notee 16 the Consolidated Financial Starement
For the Thres Months Ended Diecember 31. 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {comtinued!

Future Income Taxes

Foture income taxes are recorded using the asset and lability method. Under the asser and liability method.
future 14y asseis and Yabilities are recognized for future tax consequences attributable 10 differences between
the financinl statemen! caurving amounts ol existing assels and Habitities and thelr respective tax bases,
Fulure tas assele and liahilities are measured using enacted or substantively enacted . 1ates expected (o
apply to 1zxable income in the vears in which those temporary differences are expected to he recovered or
setiled. The efiect on future 1y asseis and labilities of 2 change in ax rates i recognized in income in the
period that includes the daie of cnactment or cubstantive enactment of the change, When the [futare
realization of income tay assets does not meet the test of being more lilelv than not e oceur. # valuation
allowance in the amouni of the petential fuiure benefit i taken and no nel assct is recogmized. Such an

allowance applies fully 1o all poiential income tax assets of the Company.

Asser Rettrement Ohligations

The fair value of a liability for an assel retirement obligation is recognized on an undiscounted cash flow

hasis when a reasonable estimate of the fair value of the obligation can he made. The asset retirement

obligation is recorded as a Habitity with @ corresponding increase 1o the carrying amount of the related long-
lived assel. Subseguently. the assei retirement cost is allocated 10 expense using a svsiematic and ratonal
method and is adjusted 1o reflect period-te-perivd changes i the liabilitv resulting froms the passage of nime
and from revisions o either expected payment dates or the amounts comprising the original estimate of the
obligation. As ar September 50. 20065, the Company does not have any assel retirement oblizations.

Impairment of Long-Lived Assets
d assets are assessed o impairment when events and circumstances warrant. The carrving valug

Long-live
amount exceeds the estimated undiscounted net cash

of i fong-lived asset is impaired when the carrving
flow from use and fair value, In that event. the amount by which the carrving value of an impaired Jong-

Jived asset exceeds its fair value ie charged to carnings.

FLovironmental Expenditures

have been. and iy o the lutare be. alfectied from time to e in varying
fuding thase fo1 gile restoration costs, Roth the
QUNITY e country

The operations of the Compiny
degrer by changes in environmental regulations. ine
w reeulations and iheir everall effect upon fhe Company vary greatly from e

lilielihood of ne
i possible, surpass gnvironmental standards set

and are noi predictable. The Company™s poliey s 10 meet or.
by relevant Jegislation by the applicanion ol technically proven and ceanamically feasible mensures,
Environmental expenditures that relate o enpoing environmental and reclamation programs are chareed
apaingt operalions as incurred or capitalized and amortized depending on thelr expected future ceonomie
penelit. Bstimated futare removal and site restorntion coste are recopnized when the ultimate Tiabiline is
reasonahly determinahle and are charged against operations over the estimated rematning fife of the relned
business operations, net of expected recoveries.

Comparative figures
Certain of the prior years' figures have been restated 10 conform with the presentation adopted in the current

yuilr.
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EAGLECREST EXPLORATIONS LTD.
Notes to the Consolidated Financial Statements
For the Three Months Ended December 31, 2006

PROPERTY, PLANT AND EQUIPMENT
December 31, 2006 ‘ Sept. 30/06
Coslt Accumulated Net Book Net Book
Amortization Value Value
i) 5 5 5
Office Equipment 094,128 62,607 31,521 34,077
Ficld Equipment 40,964 36,843 4,121 4,455
Aulemotive 86,265 55,230 31,035 i 33,551
Recovery Mill 872,863 463,365 409,498 434,998
[,094.220 618,045 476,175 517,081
RESOURCE PROPERTIES

The Company’s mineral properties are located in Bolivia, South America and its interest in these mineral
propertics is maintained pursuant Lo agreements with the titlcholders. The Company ts satisfied that
evidence of title 10 cach of its mineral propenics is adequate and acceptable by prevailing Bolivian standards
with respect to the current stage of exploration on these properties.

San Simon and Dona Amelia Zones
Pursuant 1o a formal joint venrore agreement (the San Simon Agreement) executed in fiscal 1999 and
subsequently amended, the Company owns the cight Lo acqire 100% of all production from eleven mineral

concessions. Tolal consideration paid to acquire this right was US5600,000.

These cleven mineral concessions are subject o a 3% nel smelter retrns royalty, ol which the Company can
purchase [% for U.8.8500,000 and a sccond 1% for U.8.5750,000.

Agrecment with San Simon Resources LLC ("SSR”)

On April 15, 2003 S8R and the Company entered ito an agreement by which the Company acquired from
SSR an 80% interest in production from seven non-core concessions and the right to acquire one additional
concession (known as the California concession) by incurring U.S.5500,000 in mineral exploration
expenditures over two years (incurred) and reimbursing SSR certain costs aggregating U.S.$10,000 (paid).

The Company also entered into a separaie agreement on June 9, 2003 with the underlytng owner of the
California concession whereby it paid U.S. $48,000 and issued 200,000 common shares to oblain a 100%
interest in this concession.

These concessions are subject 1o a 3% net smelter returns royalty ol which the Company can purchase 1%
(or U.5.$500,000 and a sccond 1% for U.S$1,600,000,




LACLECREST EXPLORATIONS LTI,
Hotes 10 1he Consolidated Financial Statements
Fo: the Three Monthe Ended Itecember 31, 2000

RESOURCE PROPERTIES (conrinuced)

Marce Maria Zone

Pursnant o an agreement (he Marco Maria Agreementi signed during fiscal 1008, the Compans ncguived
the right 1o 1G0% of all production frons seven (subsequentiy increased to cighty mineral concessions locined
contipnous to the existing San Siman minzral concessions., Total consideration paid 1o acquire this right wis
118550.000 plus the issuances of 650000 common shares,

These concessions are subject 10 a 3% net smelier rovahy of which the Company can purchase 190 (or

1J.5.5500.000 and a second 1% for LLS.S1.000.000.

Dona Angela (Campo Nueva} Zone

Pursuant 1o an agreemeni signed March 2. 2001, the Company has acquired the right to 100%. of all

production from 13 concessions covering 19.215 heciares located 1o the north. east and west of the

Company’s existing haldings ai the San Simon property. The Compam had originally agreed o pes
1.S.505.000 (U.S.$20.600 paidi 1o the eptionor prior 1o July 31,2005,

Pursuant 1o an amending agreement signed in August. 2005, the Company has agreed 1o pay the oprioner the
remaining U.S.$73,000 (U.S$37.500 paid) and incur annual exploration expenditres until production of
11.5.5100.000. The aptionor agreed 1o accep: 375.000 common shares fissued by the Company) at o price of
U.S.50.10 for the remaining 1.5.837.500. The agreement also calls for annual paviments until production of
LSH20.000. commencing in fiscal 2005 10 the optionor. Pavinents totaling $40.000 have been paid to dae
and commencing in fiscal 2007, the annual pavment has been renepotiated and lowered o USET0.000.

These concessions are subiect 10 a 2% net smeher rovaliy of which the Company can purchase e for

US.51.000.000 and a second 1% for LLS.52,000.000,

RELATED PARTY TRANSACTIONS

ith related parties have occusred in the normal course of aperations and are measured
r consideration established and agreed 10 by the related parties,
caring. pavable on demand and have arisen

All transactions w
the exchanege amount. which is the amouni o
The unpaid vear end balances referied o below e non inerest b
from the provision of services deseribed.

Lring the period ended December 31, 2006, the Company:

e incured administration fees of $16.500 (2005 - §15.000) with an officer of the Company.

o imcurred corporate development costs of SA0 1102005 - $20.367) with o private company related by

direcior-in-common.

e incurred manapement fees of SR1LOTE (2005 - $34.662) with 2 private companies related by we
directors-in-common.  There was an overlapping period ol two months during the transition of the

successor president and the outgoing incumbent president of the Company.




FAGLECREST EXPLORATIONS LTD.
Notes 1o the Consolidated Financial Statements
For the Three Months Ended December 31, 2006

5. RELATED PARTY TRANSACTIONS (continued)

e incurred legal fees of $10,896 (2005 - $15,405) with a law firm in which an officer of the Company ts a
partner.

As at December 31, 2006, accounts payable and accrued liabilities is inclusive of $27,457 (2005 - $26,233)
due to a private company retated by an officer.

As at December 31, 2006, accounts receivable and prepaid is inclusive of $1,400 (2005 - $1,390) in travel
advances to a direcior.
6. SHARE CAPITAL
a)  Authorized share capital:
The Company’s authorized share capital consists of 500,000,000 common shares without par value,

L) Issued and outstanding share capital:

December 3 1. 2000 Seprentber 30, 2006

Number Number

of Shures h ol Shares b
Issued - Beginning of penod 2678875321 51,609,560 197,699,161 42,772,402
Private placements - - 14,860,875 2,487,326
Shares issuedl for finder's fecs - - 43,750 -
Exercise of options - - 300,000 75,000
Exercise of warranls [ 00,000 11,286 54,783,535 6,274,772

100,000 11,286 70,188,160 4,837,098

Issued - End of period 267.987.321 51,620,846 267,887,321 51,609,560

(1) Netof $271,564 in share issue costs




EAGLECREST EXPLORA THONS LTH,
WNeies 1¢ the T onselidated Financial Staiemens
For the Thres Months Ended December 31, 2006

6. SHARE CAVITA L (conntined)

d) Share purchase warrants cmstanding

i1 The continuity of share purchase warrants outstanding 1s as follows:

Weighied ' Weighted
Average Average
December Excreise Sepiember xercise
Price I'rice
312006 USE 30. 2006 LSS
Balance outstanding - beginning of
penod S1U8K.ETA 0.2 04.851.533 o
Activity during pertod:
Warrants tssued - - 148060875 0.0
Warranis excreised (100.000) 0.10 (34,783.539) (.10
Warrams expired 0.12 (3.540.000) (.10
Balance ovtstanding - end of periad SU.988.875 0.13 S1.0RE.ETS 0.)2

i) Details of share purchase warrants outstanding ai December 31, 2006:

Nunther of shares Exercise price Espirv date
FUS .
SAdG.000 MENEL lanoary 12, 2007
4.065.000 010 January 102007
20017000 5040 Mayv 502007
4860875 $0.16 February 2. 2008

50,085,875 -




EAGLECREST EXPLORATIONS LTD.
Notes to the Consolidated Financial Statements
For the Three Months Ended December 31, 2006

6. SHARE CAPITAL (comtinued)
¢)  Directors’ amd employees’ stock options outstanding

The Company has a share option plan approved by the shareholders that allows il to grant options,

i)
subject 1o regulatory terms and approval, 1o its directors, employees, officers, and consultants. All
options issued Lo date have vested immediately, effective the grant date.
iy The continuity of stack options outstanding 15 as follows:
Weighted Weighted
Average Average
December Exercise September Excrcise
31,2006 Price § 30, 2006 Price §
Bajance outstanding - beginning of
period 14,350,000 0.17 14,485,000 0.15
Activity during period:
Options granted - - 2,250,000 0.28
Options cancelled/expired - - (1,855,000) 0.18
Options exercised - - {500,000} 0.15
Ralunce outstanding - end of period 14,350,000 0.17 14,350,000 0.17

i) Details of stock options outstanding at December 31, 2006:

Ninuber off Option
Shares Price Expiry Date
750,000 % 0.100 April 22,2007
§,500,000 £ 0.150 November 19, 2007
2,000,000 $ 0150 February 4, 2008
1,000,000 $ 0.150 June 10, 2008
500,000 $ 0150 October 10, 2008
2,850,000 $ 0.130 April 6, 2009
3,250,000 $ 0130 December 24, 2009
750,000 $ 0.160 April 22,2010
450,000 $ 0.195 February 6, 2008
500,000 $ 0270 March 3, 2008
500,000 $ 0.270 March 17, 2008
300,000 $ 0.455 September 13, 2011
14,350,000

As al December 31, 2006, the coutractual weighted average remaining life is 2.0 years (2005 - 2.86
yuars).




EAGLECREST EXPLORATIONSLTIL
Notes 1o the Consolidated Financial Sttemens
For the Three Months Ended December 31, 2000

O, SHARE CAPITAL (continued)
©)  Share subscriptions

o During the vear ended Seprember 30, 2001, the Compam proposed 1o 1ssue o private pMacemem ol
20 million unite a $0.30 per unit o raise $1O million less a 7.5% finder's fee. Lach unit is 1o
consist of a common share a0d a Two-year warrant 10 purchase an additional share for $6.50/in the
first vear and $0.60 in the second vear. The Company has received subseripiions for TOR3 171 units

(proceeds of $925.000. net of related issue costs). This privale placemeni hae regulatory consent:
however, the unite cannoi be issted until the completion of certain regulatory filings.

o During the vem ended September 30, 2001, the Company entered inte an agrecment with a
purchaser for a private placement of 770000 units at $0.30 per unit to raise $231.000. Each unit is
comprised of one common share and one warrant i¢ purchase one common share at a price of §0.30
per share in the first vear and $0.40 per share in the second vear. This private placemeni has
reguiatory consent; however. the units cannot be issued untii the completion of certain regulatory

fihngs.

) Stock-hased compensation

At September 30, 2006, $463.765 (2005 - §430.5801 1 siock-based compensation was recorded as a
result of stocl: options granted during the vear. The fan value of stoch options granted was estimated
using the Black-Scholes Option Pricing Model with the following assumptions: risk-{rec interest rate
3.00% (2005 - 3.07%, -3.200: expected dividend vield - Nil: expecied stocl, price volatility 70.6%0 -

TET 4 {2005 - F000 - 100%,: and expected option life of 2.0 - 5.0 vears (2005 - 1.5 - 5.0 vearsy,

Cplion pricing models require the input of Inghls subjective assumptions. particularty as ot
expected price volatilin of the stock. Changes in these assumptions can materially affect the fai

value estimate. and therefore it is management’s view that the exisiing models do not necessaril

provide a single reliable measure of the fir value of the Cempany’s stocl: option grants.

¢l Contributed Surplus

Continuity of contributed surplus is as follows:

1428731
465,765
{19,650

Balance - September 36, 2005
Stoch hased compensption expense
2000 opiion exercises _

Halance - September 30, 2000 and December 31 2000 |.844.840




EAGLECREST EXPLORATEIONS LTD.
Nates to the Consolidated Financial Statements
For the Three Months Ended December 31, 2006

7. SEGMENTED INFORMATION

The Company operales in a single reportable operating segment, the exploration and development of mineral

properties. Geographic information is as follows:

Assels 2006 2003
Cuanada
Assets other than mineral property interests $ 200,007 hY 1,375,382
Mineral property interests - -
Bolivia
Assets other than mineral property interests 644,999 £95,043
Mineral property interests 34,088,282 26,855,494
Total Asscis § 34,933,288 $ 29327919

8. SUBSEQUENT EVENTS
(n addition o information dischosed elsewhiere in these notes, the fotlowing occwrred during the period

subseqguent 1o December 31, 2006:

The Company issued 3,830,000 shares pursuant 1o the exercise of wartants and received USE389,600
from the exercising of warrants of which share certificates have not been tgsued.

Options were granied o purchase up 10 an aggregale ol 4,000,000 shares of the capital of the Company
exercisable at $0.27 per share until the close of business fanuary 4, 2012 (3,700,000 shares) and January
g, 20172 (300,000 shares).




CAGLECKEST EXPLORATIONS LT,
Management Discussion and Analysis (Form S1-102F 1
For the Three Monthe Ended December 31, 2006

The management discussions and analysis, prepared of Februars 27, 20670 review and summarize the
activitics of Eaglecrest Explorations Ltd, ("Eaglocrest” o the “Company™1 and compare the financial resulis for
the pevind ended December 31, 2006 with those from December 31,2005 The following information should be
read together with the up-audied consolidated financial statements for ihe three menths ended Dzcember 31
SO06 and related notes attached thereto, which were prepared by management in accordance with Canadian
Generallv Accepied Principles. The reader should atso refer o the annual audited {inancial statements of the
Company for the vears ended Seprember 30. 2006 ang 2005 and the related notes anached thereto, All amounts

are stated in Canadian dollars unless otherwise indicaied.

Sraiements in this report that are no histerical facts are forward-lorking stalements invalving nown and
anlnenv risks and uncertainties. which could cause actual resiths 1o var considerably from these staiements.
Readers are cautioned not to put undue reliance on such forward-looking stalements.

Disclosure Controls and Procedures

Managemem has assessed the effectiveness of the Company’s disclosure controls and procedures used for the
financial statemems and MD&A as ai December 31, 2006, Although certain weakmesses such as lacl of
segregation of duties are inherent with small alfice operations. management has implemented certain controls
such as frequent reviews and regular preparations of reconciiiations of transactions 1o ensure absence of inaterial
irregularities. Managemeni has concluded that the disclosure contrels are effective in ensuring that all material
information required 1o be filed has been made known ta them in a timeh manner, The reguired information
was effectively recorded. processed. summarized and reporied within the time period necessary (o prepare the
annual filings. The disclosure controls and procedures are desioned 10 ensure effective information required 10
be disclosed pursuani to applicable securities lawe are accumulated and communicated 10 management as

appropriate 1o allow timely decisions regarding reguired disclosure.

General

Faglecrest is involved in the acquisition. exploraiion and development of resource properties. The Company has
exploration and production rights 1o 34 mineral concessions on Serrania San Stimon focated in the Canton of
mMatuegs. Provinee of ltenez. and Department of Beni in northeasi Bolivia. There are four arcas of known gold
mineralizaton. Dofia Amelia, San Simon. Marco Maria and Dona Angela withan the 200,75 m” San Simon
property. which the Company has worked on sinee [9U5,

tn 2005, Laglecrest completed the final opiion payment for the San Sion Propere. i doimg so. the Company
has the right 1o explore for produce and selt any minerals that exist within the borders of these 34 mining
concessions, as well as 1o mortgage the coneessions. The Joint Venture Aprcemends are repisierad with the
Bolivian povernment’s SETMIN orpanization inthe name ol the Compam s whollv owned  substdian

CEEROI which gives EEBol direct control of the CONCESSIONS.

raised approximately $01 (USES) milkion in funding 10 finance the
iLosampling program. On the San Simon
an on-site standard fire nssay laborary,
The construgtion of the assay faboratory

Poring fiscal 2006, management
continuation of its dizmond drifling. undergronnd development and b
project site, the Company has a camp capahle of heusing 150 people.
and a 120 tonne per day (ata 5 lonie per hour) pold recovery plant.
and pold recovery plant were completed during Fiscal 2005 and 20100,




Summary of Operations

Diamond drilling and underground development continued in the
area of the 4.2 kilometres east-west brittle-ductile thrust fault (TMT
the Dofia Amelia zone. The Quarer

first Quarter of Fiscal 2007 in the Trinidad
) that hosts the Main Quartz Vein (MQV) in
activities are summarized in the table below:

EXPLORATION TYPE PRECENT QUARTER | PREVIOUS QUARTERS TO DATE
DONA AMELIA ZONE
biamund Drilling k6 holes 53,0223 212 holes 50,411.7 228 holes 55,434.0
metres metres (metres
Underground Developnent 226.8 518.0 metres 744.8 metres
metres
Dill holes intersected 9 4 13
Underground
Tomes of rocks extracted | 2,799 tormes 0,230 tonnes 12,026
tonnes
Gold Recovery Plant
Mitled | 2,836 tonnes 7,055 tonnes 0,891 tonnes 82.7%
extracted
rock milled
High Grade Gold Flotation | 1,826.8 kg 2720 0z 3,003.8 kg 267.85 oz 4.920.6 kg 53985 oz
Concentrale gold gold gold
Fire Assay Laboratory 3,779 7.716 11,495
samples samples swmpies

Dizmond drilling continued in the First Quarier with two drill
west TMT that hosts the MQV in the Dofia Amelia zone,

dimmond drilling has interseeted true MQVY widths of up ¢
a down dip extent of up to 740 metres. 1n the Muanganeso
10 6.8 meters and defined the strike length at depth to 1,000

y 15.9 metres defining

s in ihe Trinidad area of the 4.2 kilometres east-
in the combined Trinidad and Las Rosas areas
2,000 metres of sirike length 10

arca, diamond drilling has intersected MQV width up

meters with a down dip extension up to 470 meters.

Advance of development of the TD-1 decline continved during the Quarter with development ajong the L484-W
and L463-E drilts as well as raises, declines and cross-cuts from these drifts. Up to 4 heading were developed at
any given lime resulting in higher production during the Quarter than in previous Quarters. Development of the
various headings interseeted 9 additional diamond drill holes for comparison of diamond drill hole grades with

bull: sunipling prade.

The gold recovery plant in the Manganeso arca continucd regutar operation with two 1o threc 8 hours shifts
during the Quarter. A third shift was added on occasion to keep up with the additional bulk sample volume
supplicd by the underground development. Sampling in the milling circuit showed the material is grind
sensitive and feed rate was allernated between § or 3 tonnes per hour, with the tater relurning higher recovery
perceitages.

The ou-site standard Fire Assay laboratory, {operated independently under the overall superyvision of consulling
metallurgist and independent Qualified Person, Mr. Gary Hawthorn), has been preparing standurd Fire Assays
(FA) on diwmond drill core, underground development, surface geological and gold recovery plant processing
samples. [n addition the Jaboratory has been preparing screened Metallic Fire Assays (MFA) on sclected higher
prade samples and samples of specitic interest for a second determination of the gold grade,

SRE Cousulting (Canada) Lud. informed the Company in mid-December that infill drill was required to be able
1o undertake a resource caleulation of the L463 shoot and the Trinidad MOQV. This infill drilling is planned for
the Secend Quarter ol Fiscal 2007.

Field work was completed in December for the third annual report W the Bolivian government, as stipulated in
the August 10, 2005 Environmental License. The report witl be filed prior to February 10, 2007 deadline. The
streans water and sediment basetine study is ongoing with collection of samples every 2 1o 3 months.




Manncement
Hans Rasmussen. President. Chiel Operating Officer & Direcior iAppointed President in January 1.
27

M, Rasmpssen has 2 M.Se in geophvsics. 12.5¢ s in peology and physics, and twemv-three vears of exporience
in mineral exploration in North and Seuth America. His wenure inchides such major organiziations as Newinnni
Explosation, Kennecot/Ric Tine and Wi Bonigi Kesources. Lid, My, Rasmussen’s emplovimem experiences
comprise both hands on field exploration worl. as well as corporale semor management responsihilives.

Cart A. Erickson. P'resident & Director (Resigned as President and Divector December 289, 20061

Mr. Ericl:son became the Presidem of the Compamy on September 20, 2002 and has over 27 vears of semor
management experience working all over the waorld i the mining. petrochemical, infrastructure development.

building and construction and technologs seciors,

Paul Zdehink. Corporate Developm ent & Director:
Mr. Zdebiali Director of Eaglecrest since November 2002, has been i the equity industry sinee 988
speciatizing in small capital companies, equity finmncing and portfolio management.

J, Frank Callaghan, Director:
Mr. Callaghan was appeinted a director of the Company in Fehruary, 2005, In addition 10 his vast experience in
business and management. Mr. Callaghan is currently President and Cinel Execmive Qfficer ol several resource

exploration and development companies that are ali listed on the TSX Venture Exchange.

Dr. Odin Christensen. Director tappointed divector in January 4, 2007):

Ty Christensen holds a PhDD in Geologs from Stanford and is an AIPG Certified Professional Geologist and a
Oualified Person. He worked with Newmoni Mining Corporation. one of the world’e Jeading gold producers for
over tweniv vears. and as Chief Geologisi he was responsible for overseeing the technical qualiny of Newmont's

worldwide geology programs,

Willizm Jung, Chief Financial Officer:
Mr. Jung. joined the Company in October 2003 as Chiel Financial Officer. qualified for i C.A. designation
while articling with & major international chartered accounting firm. and has aver 25 vears of experience in the
areas ‘of finance and husiness and TSX Venture Exchange companies.

Terrence E. King. Corporate Secretary:
M. King. the Company’s lega counsel as well as Corporate Seeretars ol the Compam has been involved in
hal

corporate law. finance and the securities inclasury fon 22

VEIIS.

Tor Bruland. M.Sc.. I'Gen. (B.Cp:

M. Bruland. Project Manager for the Company™s current San Simon Projeet. joined Baglecrest in March 20035,
He is the Compmny’s “Oualificd Person™ with more than 26 vears of exploration and management expenchice.
Mr. Trulang has worl, in North and South America. Asia and Europe on precious and base metal prajects with

hoth major mining companies as well as junior cxploration companies,

Donald G. Allen. M A.Sc., g (B.Co1:

Mr, Allen. a professional peelogical engineer joined the Campany in Julv 2003 and is the Company’s seeord
seigalificd Person”™. Mr. has worked in the exploration incustry for more than 40 vears willh major maning
companics and janior exploration companies in North and South America and Aflrica,




San Simon Property, Bolivia:

(1) Doiia Amelia zone

The Dofia Amelia zone is located in the center of the San Simon property and encompasses an arca of
appeoximately 40 square kilometres. The sedimentary rock units of the Dona Amelia zone have been subject to
palyphase deformation history. Initial north-south compression (during the second stage of deformation (D3)
affecting the area) developed an east west antiforn. Continued compression developed a shallow south dipping
brittle-ductile thrust faull (TMT) along the axis of the antiform. The TMT is curviplanar structure with some
sections striking northeast in the Trinidad and Las Rosas areas that can be interpreted as fault relay zones.
Dilation zones are developed in these northeastern striking fault refay zones of the TMT as seen in the western
end of the Trinidad open pit developed by the informal artisan miners. Numerous sub-ordinate, sub-parallel
thrust faults are developed in both the footwall and the hanging wall of the TMT. Further progressive
deformation resulted in the formaiion of conjugate set of strike-slip shear zones. The original gold discovery on
the San Simon plateaw in 1742 by Jesuit priest was on a northeast striking conjugate shear zone which is now
called Mina Vieja or old mine. The northwest striking conjugate shear zones are dominant with a dextral sense
of displacement while the northeast striking conjugate shear zones are subordinate with a sinistral sense of
displacement,  This is typical of conjugate shear zones in orogenic belts and often reflects a pre-existing
structural grain in the underlying crystalline basement rocks. The conjugate shear zones cut and displace the
TMT, and their spacing appears 10 increase from west 1o eust.

Late <uring the D3 deformation two stages of hydrothermal fluid influx occurred. The first deposited
unmineralized quartz in the TMT (preferential in the northeastern striking dilation zones) and in the conjugate
clicar zones al or near the intersection to the TMT. The quartz vein along the TMT is referred to as the Main
Ouartz Vein (MQV) and varies at surface in thickness from less than 1 to 8.0 metres with the largest thickness
developed in the retay fault dilation zones. The second fluid phase introduced arsenopyrite— hematite—gold
bearing fuids that fracturated and brecciated the earlier quartz vein. Gold mineralization i5 found with the
MOV in the TMT, the sub-ordinate thrust faults and conjugate shear zones as well as in the footwall and
hangingwall of the MQV up to 5 metres from the contact, Two principal structural ‘traps™ for the gold
mineralization have been identifed:

| Northeast striking dilation zones in the TMT

7 ntersections ol the TMT and the conjugate sets

Gince the wid 1980°s local artisan informal miners (peaked at approximately 1,000 in mid 1990°s}) have
extracted gold from both the principal structural traps and the quartz vein in the TMT, sub-ordinate thrust faults
and conjugale shears zones.

Dyiamond drilling and surface mapping has traced the TMT/MOV along 4.2 kilometres of strike and as much as
740 metres down dip with dimeusions of less than o 5.9 metres.

Trimidad area

T'he conjugate shear zones insignificantly fragment the strike of the TMT/MQV in this area as they are rare and
tie TMITMOV is confinmed by drilling over 1,600 metres strike length and up to 740 metres of down dip
extension.  The MOV is confined to the TMT, conjugate shears and stb-ordivate thrust faults in the hanging
wall. These sub-ordinate thrust faults/reverse faults are narrow with insignificant volume resources iu the
‘Tvinidad arca. The width of the MQV from drill intersections in this area ranges from less than a metre to 13.9
melers.

Drilling has identified two sewi-horizontal dilation zones down dip from the Trinidad pit apparently related to
the straligraphic quartzite upper contact off-set by the TMT. Steeper dilation zones are possibly related to relay
fault branch lines between the off-set quartzite coutacts. These steeper dilation zones appear to plunge parallel
to the TMT slip direction to the south-southwest.



DMLATION SECTIONS } [INDER- DOWN : DRI AVERAGLE NI A \'I-’,I{;—\ GF
ZONES ! GROUNT MOV DIP | HOLES GOLD ! MO i DT
INTER- LENGTH GRADL TRUD T
SECTIONG IOWIDTH WIDTH
PORANGIE
Zone Al 307 8A0E 10 (=270 27 4.7 boL0-T6 ] Zihimenes
1463 081501 meires gramsfionne F metres i
Uindereronnd Lengeth Cold Grade Tail. g Reciver
Resulty
LLAa5s-E Drift 335 i b.t: 2h RO,
metres eramslonne
FLod Rinse 3.4 6.4 0.0 oh Rou,
metres urams/tonne
D206 Decline 19.4 7.1 Uk en HHER R
metres oramstonne
Zone B or a7 700E o (0-170 12 1.4 0.0-0.4 2.3 metres
L48d 307,800k metres erams/ionne meiies
Underground Length Cold Grade Tail. o/t ftecnvery
Resulis '
T 1 Deciing §.9 mewres ki .0l T4.1 S
uramsfionne
TD-1-057 Raise 26.4 4.4 0.7 gl 831
meires orams/lonne
Lasd-W-LF Drift 7.4 meires &7 0.4 g4 8537 Y
arams/ionne
2064 Raise 5.5 REC 0.7 un 7.5,
metres grams‘tonne
[LO6E Raise K.1 metres .5 0.7 pn IR
erams’/tonne
Zone C SO0.L50F to 325600 34 .2 13-1509 4.3 merres
305 250E melres prans/ionne metres
Zone [ 396150 10 P70 - 325 14 1.6 1.0- 77 3.4 metres
508750 melret grams/onne netres
Zone F 207, 700F 1o 400 - 740 3 (.o 1.5 3.0 7S motres
SUE150E nmewres erams’lonne melres

Dilation Zone A, o the L463 shoot is plunging steeply i the southwest from the arlestan miners pits in the
Trinicad aren. The gold mineralizaton is somewhat nugeety i this Dilation Zone/shoot as seen both from
individual putp assavs and from the rapidly changing bull: sample rold grades.

Dikation Zone 13 of the L& shoot, ie plunging steeply (o the southwest front the dechine portal arein to o arca
with Himited dinond drill coverage. This Dilation Zone'shoot could potential have similar plunge dimension as

the Zone ALAGS but appears to have sherier strike exiension.

Dilation Zones C. 1) and F are semi horizontal Dilation zones that appear 1o have the same origin in the gastern
of he Trinidad arca and extending to the west at different plunge angies. Zone 1 has a slight up plunge. and

end
Zone AMAGR Zone Cis approximately horizontal and

could potentially extend to and connect Zone 1 with
extends into the Las Rosas aren. T has o sirike lenpth of at lepst 1.3 Lilometres and is still open 1o the west.

w5 seen onhy limited drilling with 3 holes; and morc drilling will be needed to define this zone.

Zone B i




A significant nort
west all with a steep north to northeast dip has been identifie
the final deformation phase in the area and appears to offset the ™
dinmond dritling on Section 597,650E and underground development to date indi

offset of the MOV,

I.as Rosas ared

Fhis area is located between the Trinidad and the Manganeso arcas and covers
with about 400 metres tested by drilling. The strike of the TMT/MQV in this area is
the conjugate shear zones which have a spacil
dilation zone is exposed in

hwest striking brittle fault with numerous subordinate splay
d in the Trinidad area. itis

faults striking northwest to east-
a fault system related Lo
T/MQV by as much as 70 metres. However,
cated that there is no vertical

a strike tength of 1.1 kilometres
somewhat fragmented by

1g of 20 w 120 metres from west Lo east. A semi-harizontal

artisanal miner’s workings in the central and eastern part of the area.

DILATION SECTIONS DOWN DRILL AVERAGE DRILL MQYV AVERAGE
7.ONES MQV DIF HOLES GOLD TRUE WIIFTH DRILL TRUE
LENGTH GRADE RANGE WIDTH
Zone F 596,650 to 340 - 450 3 0.7 1.7-3.7 metres 3.0 metres
596,750E metres gramsAonne

Dilation Zone F is semi horizontal and could be an extension of Dilation Zone C in the Trinidad area, more
drilling is required to define this zone.

Muanganeso area

TMTAMQV has been extensively fragmented by the conjugate shear zones in this area. In the western part they
have a spacing ol as littke as 10 Lo 50 metres increasing 1o 20 to 60 metres s in the gastern part. The TMT/MQV
displacement by the conjugate shears, range from 3 1o as much as 80 metres. The TMT/MQV has been trace
by drilling along strike for 1,000 metres and as miuch as 470 metres down dip. Most dritl holes have several
quartz vein intersections divided between TMT/MQY and the conjugate shears. Identifying one from the other
b dilficult from the existing data due to the large drill hole spacing of 100 metres and the identical nature of
botls the quartz and the gold-hematitearsenopyrite mineralization in these structures.  Closer drill hole spacing
(25 to 50 metres) is required to differentiate between the TMT/MOQV and the conjugale shears and establish
continuity of both.

The antiforn that hosts the TMT/MQV plunges 1o the west from the Trinidad area and even with the lower
topographic level al Manganeso it has a higher stratigraphic position in the sedimentary sequence. Quartzite
inersections are more frequent and extensive in the eastern part of the Manganeso area where the sub-ordinate
thrust fault have emplaced the older El Colorado quartzite formation over the younger Bonanza litharenite
formation in the same manner as found in drill holes in the Trinidad area. However, the conjugate shear zones
have [ragmented these reverse thrusted segments in the same manner as the TMT/MQV that makes correlation
ol the yuartzile unit and the MQV difficult at the present drill hole spacing.

Even considering the problems identifying the TMT/MQV and the conjugate shear zones there appear to be at
least one semi-horizontal dilation zone in the Manganeso arca. This potential dilation zone will be the target for
close spaced drilling in the Mangancso ares in tale 2007,

Gobd Minceralization

The gold can be coarse (up 1o 3 millimeters) and oceurs either as free individual grains associated with hematite
or on fractures in arsenopyrite,  Metalurgical testing by the Company’s independent Mineral Processing
Engineer Mr. Hawthorn, indicate an overall gold recovery of 95% divided between approximately 50% gold
coneentrate and approximately 50% gold bullion at & norminal gold grade of 5 grams/tonne.  However, results
From the first 15 months ol processing bulk smnpies in the gold recovery plant has shown that the ratio of conrse
1o fine pold is low as defined by the low Cyclone Underflow to Cyclone Overflow ratio and all the gold can be
recovered in the high grade gold flotation concentrate. The gravity circuit is presently not activated, but the
ratio is constantly monitored and if the ratio increases the gravity cireuit will be activated.




Golé mineralization is generallh erraiic and Inhomogeneous distribmed itk the MOV, and confidence in
determining in-situ pold grades by diamond drilling or individual channe! sampies i< low s in s many other
vl i the 1463 shoat it i found to

old deposits with extreme nugget effect or irregnlar distribution:. Locall
natire of the gold mineralization is

11
bie somevwna: nuggety with poor reproducibilin of puip assove The nugy
enerallr climinated jn the bulk: sampies because of their size (5 10 47 wnogs sach..

1

ered in the LARA-W drifis. rajses and

Foonwalt and Hangingwall styvie mineralizagon identical 10 the ong encount
Tie pold 1= hosied in hairline guarns

decline has nlsobeen encountered in the 1L463-E drifi. raise and declines,
veine and along fractres in both the Footwatl and Faneingwall of the MOV and extends up to 2.0 maetres [rom

cither contact. This gold mineralization 1s better deveioped in the Footwall than the Hangingwall, Re-evaluation
¢ gold mineraization in all of the Dilation zones in

of the dinmond drill logs and assay results have identified i

the Trimdad area. Considering the erratic and inhomogeneous (o sometime: nugeely distribution of the gold
wineralization as well as low confidence level of true in-siti gold orades in diamond drilling. it is expected thy
this mineralizaion is continuous along both contacts in all the Dilation zones.

Diamond Drilling

Diamond drilling continued during the Quarter and 1o date is summarized in the table below.

EXPLORATION TYPE RECERNT QUARTER PREVIOUS QUARTERS ! TODATE
DORA AMELIA ZONE i
Diamond Drilling 16 holes 5.0225 212 holes S0441.7 228 hales 53.434.0
metres metres metres
itanthly drilled average 2.008.¢
) meires
Trinidad Area 16 holes 50223 [31 holes 36.200.3 147 holes 412254
metres metres metres
Trinidad Area Footwall | Ne dnlling # holes 707.1 metres £ holes 071
metres
Las Kosas area | No Drilling 20 holes 3.8R0.5 20 holes 3RROS
metres metres
Manganese Area | Ho drilling 47 holes LGZN 472 holes LI
metres metres

Undergronnd Exploration Dievelopment

am are 10 interseet the most aceessible mineralized
in the best manner 1o determine the average n-
hale intereept underground o compare

The principal objective of the underground exploration progr
shoot and 1o conduet bidls sampling, which. s mentioned ahoewve
situ gold grade, In addition. an aticnpl is made o locaie the actual drill
diamond drilt core grades with bull. saimpie prades.

The TI-1 decline was collared in Auvgust 2005 by AMTEAC Lida, on scction 3977000 12 and has been
developed down plunge ai NiZ8E of the MOV al approximately 35 0 42 degrees through Dilation Zone B84
chool fowird diamond drill hole TRDO3-032 in Dilation Zone AJLAGS shoot. The development is being done by
track mining cquipment. Two drifte hag been collared from the deeline at the 484 (LARA-W and 4063 (LAG3-12)
metres elevation respectively 1o the wesi and east from the decline. The drifts are driven wowards digmaond drill
holes i the MOV o compare diamond diitl hole grades with bulls sampling geade to deternsine the troe in-sin

Geveral rajses and declings have been developed from both drifts
To date 13 dimmond drill holes have been interseeted. iscluding
TRDO4-096. 10 is expected thaat another 7 diamend drilt holes will

oold prade of dinmond drill hole inlerseetions,
1o imtersect the various diamond drill holes.

hotl the MOV and the o quariz, vein in hole
receted during underground development during Fiscal 2007,

be mic




Bulk samples gold grades as determined by processing in the gold recovery plant have been received from 12 of
13 diamond drill holes intersections in the underground development (gold recovery plant samples from the buli
samptle which intersected the 139 diamond drill hole were apparently contaminaied during sample collection}.
Results obtained so far indicate that drill hole grades undersiate the bulk sample grades an average
approximaltely 400%, or bullk sample gold grades as represented by the calculated goid grades are 4 times the
diwmond drilling grades. These results should be raken with caution as the number of diamond drill hoies
imersecied are relatively few, and comparisons may not be sufficient for statistical purposes.

A summary of the underground development during the Quarter and to date is presented in the table below.

EXPLORATION TYPE RECENT QUARTER PREVIOUS QUARTERS TO DATE
Underground Development 226.8 518.0 744.8
metres metres metres
TD-1 decline | No advance 192.1 192.1
metres meires
L484-W drifi 6.7 wetres 133.6 140.3
metres metres
L463-E Drift 363 68,5 104.8
metres meires metres
LaB4-W32-LR [ No advance 272 27.2
metres melres
Secondary Drifis 4 41.9 3 10.4 7 323
meires metres tnetres
T Raises I 912 5 86.2 6 1784
metres metres metres
Secondury [Declines 3 49.7 5 49.7
melres metres
Dirill holes intersecied Underground 9 4 13
Tonnes of rocks extracied | 2,799 wonnes 9,230 nnes 12,029 tonnes

Nyiamond drilling of the erratic, inhomogencous and auggety gold mineralization is elfective in demaonstrating
the geological continuily of the MQV, but collection and processing of bulk samples in the gold recovery plant
and calevlation of feed gold grades are neeessary to establish the true in-situ grade of’ the gold inineralization in
the MOV,

Gold Recovery Plant

ln 20035 the company constructed a pilot gokd recovery plant to process material from the uuderground
development program, This was commissioned in Seplember of the same year.

The wuck from the underground program consists of varying proportions of quartz vein and surrounding
wallrock, depending on the width of the MQV. The mateiall is transported to the Company’'s gold recovery plant
in the Manganeso area where it is crushed, milled and processed by fotation en a batch basis to determine the
true in-situ average grade of the gold mineralization. Smnples are collected for assay, before, durtng and afier
processing. Onee the grade of the tailings and concentrale are obtained it is possible 10 caleulate the true grade
ol the bulk sample as well as the percent recovery.




The decision 1o process as single or multipte rounds is basea upon undereround. coarse and crushied bull. sample
upld Fire Agsay resulls that are comtinuou: review . Since initial operation did net show significam crarss f_'f"ld
i (e hall mill discharge samples and ihe lov coarse e fine gold mne ar defined b (he Croclone Underfion 1
Cvelone Overflow satic it was decided iz the Second Quarter of Fiscal 200A 10 recover ali the gold in the
Ootation cireit. The coarse o [ine gold rane 2 under constant review, and when the rauo of coarse 10 fine wold
increases the gravity cireuit of the plant will be activated. '

4 summary of the processing during the past Quarter and ic daie ie presented in the table below.

f FAXPLORATION TYPLE RECENT QUARTER | PREOVIGUS QUARTERS TODATI |
i Gooltt Kecovery 'lant ! ! f ;
t
' Mdilled | 2.83¢ tonnes | 7057 wonnes 0.HA] lonnes BTN 1
i extracted
rocl; milled
High Grade Gold Flotstion Concentrate 1Lh26.6 ke 2700z 3.003 6 ke 20785 0z 4.920.¢ ke 53685 oz
vuld gold gold
Concentrate shipped | No shipping 27724 0 22325 oz 2T A ke 2225 o7
Concentrate 1 ship | 2 1482 kg i 21460z I H 2232502 4.092000 l:;_'m 330K oz
gold eold wald

The gold recovery plant produces a high grade marketable fiotation congenirate. and in June 2006 the Company
signed a comract for the sale of this concentraie with Mel-Meyx Peioles S A, de CV. a division Pefoles of
Mexicn (“Pefioles™) in June of 2006.

Pefioies is the Jeading gold producer in Latin America and an integrated mining group with operations in
of non-ferrous metals. Their plants and production centres have cared Clean Industry

smelting and refining
Foundaed in [RRET. Pefioles is now the world's top producer off

certification from the Mexicnn government.
refined silver, metallic bismuth and sodium sulfate. They emploved in excess of 5,000 workers and operate
cighi mines (silver. gold. lead and zinc: in Mexico. [n 20035, Pefoles grossed $21.4 hillion i revenue,

“The standard contract with Pefieles, will give the Company 07.3%. of the average gokl price for the month
[ollowing arrival of the cancentrale in Mexico. The Company will pay a bull handling charge of 235 per
metric tonne and a refining charge of 6 per ounce, A small penalts will apply in the event that the concentrane
falls helow the required level of purity. “Taking into account of all of the forcgoing. the Company estimales it
will receive cash pavments equal 1o approximately @3¢ of the averipe wold price Tor the monthly Tollowing
at Pefinles Tacilities. In addition there is Bolivian government roraliies

arrivatl of the high grade gaold concentrate
nue 1o the Company estimated at £3% of the value,

on exportation and freight for a total netreve
independenth operated Standard Fire Assay Laboratory (ANALADR SR L. of Peru)

The Company contracted ANALAR SRL. ol Pery in June 2005 10 qun the on-site standard Fire: Assay
Iahoratory,  The laboratory as been independently operated since thian. and a summary of actives in the lasi
Ouarter and 1o date is listed i the 1able below,

EXPLORATION TYPE RECTNT QUARTER | FREVIOUS QUARTERS | TODATL

Fire Assity Laboratory 3779 sunpled TR0 SIIIIVIPIL'S RENIRLS S;;u.{;ﬁu;--
Fire Assoys 3.358 samples 0 R7 1 samples l(l.'.l?“ks:_;l;:ﬂ[;ic:-_

Metalic Fire Assavs 2 samples 125 samples I_’??_.r:amplcs__'

High Grade pold Notation concentrates 140 saples 2o samples COA6h 57::1;171;1&757“7
San Simen Stungdards 12 samples 200 samples T samples

CDN Laboratory Standards a1 samples 214 simples 2585 sumples

Blanks 87 samplcs O samples T R7 samples




The laboratory prepare Fire Assays (FA) on all samples submitted, with routinely duplicale FA on a second pulp
for samples over 2 grams/ionnet gold. In addition, the laboratory has been preparing screened for metallics Fire
Assays (MFA) on selected higher grade samples and samples of specific interest for a second determination of
the gold grade. The sample trn around time is generally less than 48 hours.

A total of seven San Simon standards of varying grades from the MQVY and two international standards (CDN
Luboratories) have been inserted with the sample submissions and Fire Assay batches for quality Control.
During the guarter blanks were inserted in the submissions following potential higher grade samples for Quality
Control of the sample preparation facility.

Both the gold recovery plant and the independently operated standard Fire Assay laboratory are under the
overall supervision Mr. Gary Hawthorn, P.Eng. (B.C.), who is the independent mineral processing Consultant t
the Company and Qualified Person as defined by Canadian Security regulation National Instrument 43- 101,

Lndependently Resource Calculation and Preliminary Assessment of the Dofta Amelia Zone

SRE Consulting (Canada) Lid. reviewed the results of the diamond drill and underground bulk sampling
programto during November and December. They concluded that due te the nature of gold mineralization the
holes drilled Lo date are too wide spaced at 100 m to be able to locate and define the continuity of the gold
hearing shoots A much narrower drill hole spacing has been recommended, which the Company will start that
during the next Quarter. This will allow SRE (o calculate resources for individual higher grade shoots fater in
the year. The infili diamond drilling will start with Dilation Zone A/L463 shoot.

SRE Consulting (Canada) Lid. is an independent, international consulting practice. Formed in 1974 in
Johannesburg, South A frica, SRK has expanded 1o 23 offices with more than 500 professionals and has serviced
1,500 clients. These clicms include major and medium size metal and industrial mineral wining houses,
exploration conmpanies, banks and petroleum exploration compaHes. ‘

[Lnvironmental

Field work for the third annual report 1o the Bolivian government, as stipulated the August (3, 2005
Environmenial License was completed in December and the report will be filed prior o February 10, 2007
deadtine. The stream water and sediment baseline study is ongoing with collection ol streamy water samples
cvery 2 1a 3 months.

Agrecment with San Simon Resources LL.C (“SSR™)

Under an April 15, 2003 agreement (the “Agreement”) with SSR, by expending US$500,000 in exploration
costs and other expenses, and making certain property payments, the Company acquired from SSR an 80%
iterest in 82.00 squace kilometers of the Company’s wtal of 296.75 square kilometers of concessions held
ander a total of six (6) Joinl Venture agreements. The Agreement with SSR stipulates that the cost of
exploration subsequent Lo the first $500,000 spent by the Company is to be split according to the relative

interests of SSK and the Company, and that if either party does not contribute to an exploration budget, its
interest i the subject concessions *... will be diluted according 1o the industry standard ditution formuiy based
mitially on SSR and  Eaglecrest having been deemed to have made 20% and 80% respectively of

USS$2,000,000. During fiscal 2003, a letter was delivered 10 SSR on behalf of the Company advising SSR that
SSR must pay US$1,079,126.51 (being 20% of what tiie Company had spent on the concessions since carning,
its 80% interest) if SSR wished to maintain its 20% interest in the property.

[ July 2005, SSR responded by letier, claiming in effect that SSR is not obligated 10 fund any portion of
exploration expenses oo the San Stmon mineral concessions 10 maintain its percentage interest i those
CONeLssions,




SSR alleces thar the Company war oblicated o prepare & formal joint vemre agreement and e infory S5
when the Commpanm incurred sufficiens exploration expenses 1o cary the Compan: "= B0 fnizrest The Compan
denies shar ¥ had ans sucl oblication: under the Agreemeit of otherwise and poims ont that the sole provision

in the Agreement dealing with o formal agreement states simply that:

“Certain aspects of this agreement will be replaced by 2 formal agreement. the werme of which will supercede
(sict thic ngreement, All panics agres to negotiae in good faith o complete and excente formad agreemeni.”

That clause doge not impoese any ereater oblication an the Company than it imposes o S8R The Company
does not consider the SSK claim 1o be meritorious or material, s the Company 't position thai it is in

compliance with all provisions of tihe Agreement and SSR hae failed 10 notify the Company of any valid grounds
for S5 elaim and the Company will continee with its planned exploration program.

(1) San Simon zone. Bolivia

The San Siman zone is located in the souwtheastern part of the San Simon propery with specific focus on the
Paititi arca. The zone was explored during the period 1009 10 2002 by trenching. diamond drifling. surface bull:
sampline and underground development and bulk sampiing. The exiensive surface bull: samipling ot the Paititi
arca avernged 1.6 gramsionne pold within 0.4 square kilometre open pit excavaied and worled by the local

informal artisan miners,

The high-arade “1217" 1argei located in the center of the 7 Lilometres strike tength of the Paititi-Buriti siruciure
and adjacent 1o the artisan wminers open pil. was imersecied at the east end of the ¢90 metres decline in
November of 2002 at a depth of 80 metres below surface.  The underground workings estabhished thai the
“12/07" wreet was a 0.2 0 (.5 metre thick quartz vein that had been offser by a fawlt and that the previous
diamond driliing had intersected the vein on hoth side of the fault in both drill hales. The decline exposed the
quartz vein over a towal strike length of 14.5 metres and determined that the wrue average fully dilmed gold grade

was .25 gramsaonne gold,

Gold grade are very erratic and the worl: to daie has failed 10 identify any open pit mineable gold resource duc
te the high dilution of the quariz veins by the hest guarizite.

¢y Marca Maria zone, Bolivia

The Marce Maria zone includet both the Marco Maria and May arcae that are located in the north and northeass
part ol the San Simon propeny, Evaiuation of the Witewarersrand tvpe gold paleoplacer potenual of the zone
was completed in 2001 and 2002, Bull: sampling of the coarse sediments and conglomerate estabhished nn

averitge gold rrade below 0] grams/tonne.

(' Dong Angela zone

The Dofa Angela (Campe Nuevoy zone i located in the northwest part of the San Simon properis
approximaiels 20 Eiometres wothe northwest of the Dode Amela zone. Gold mineraliziion has been identihied
i several guarty veins over a4 square Lilometre area where placer mining e operated intermittently over (he
past 20 vears in the erecks that drada the Serrania San Simon in this region. Several extensive quartz reefs cove
the piatean of the Sersamia San Simen bere. and sheeied. stacked or en echelon guartz veins outcrop in the
southern slope of the Serrania San Simon. The guartz veins are hosted by the Bonanza Formation arkosces.
Hhareniles and conglomerates. as is the MV o the Defia Amelia zone. The Reitish Geological Survey
identificd 1wo major stractures on the platean during mapping i the carly 1980s. The potential of this zone is

unlmown at the present time. but an initial evalunation is planned {or January 2007,




Summary of operational results and work in progress subsequent to December 31, 2006:
EXPLORATION TYPE RECENT QUARTER PREVIOUS QUARTERS TO DATE
DONA AMELIA ZONE
Diamond Drilling No drilling 728 holes 35,4340 228 holes 55,434.0
metres metres §
Underground Development No advance 744.6 meters 744.8 meires
Drill holes intersected Underground none 13 13
Tonnes of rocks extracted none 12,029 1onnes 12,025 tonnes
Gold Recovery Plant
Milled | 39 Lonnes 9,891 tonnes 0,950 tonnes 82.7%
High Grude Gold Flotation Concentrake 2.0kg 10.0 0z 4,920.6 kg 539.85 oz 4,942.6 kg 54985 oz
pold gold gold
Concentrate shipped | 1,409.2 kg 1710 0z 27724k 225250z 4,181.6 kg 396250z
gold gold gold
Concentrate to ship 761.0 kg 153.75 0z 4. 181.6kg 396.25 oz 4,942.6 kg 549.85 oz
pold gold gold
Fire Assay Laboratory 529 samples 11,495 samples 12,024 samples
SAN SIVION ZONE
Grid preparation { 100 meter lines) 20 km 23 % 29 kilometers 23 %
completed
Soil samples collected 60% 609
Rock sampies collected 0 0
DONA ANGELA ZONE
Grid preparation (100 meter lines) 153 km 4 % 13 kilometers 4%
compleled
Sotl samples collected 327 327
Rock sunples collecied 81 81

fuel shorage has been a problem in Bolivia since August 2006, with availability of 60% of normal. With the

inventory the Compary had iast Auwgust there was no direct impi
2006, However, inventory was delayed to less than 2 weeks fucl operation by

ict on the project during the final 5 month of
December 31, 2006, With the

start of the ruiny scason and poor road conditions the Company decided to suspend drilling and underground
development until a sutficient inventory of fuel could be acquired,

January was @ refative dry month and the Company w

as able to purchase and deliver 94,000 litres during the

month and another 90,000 litres in February, for an approximately two and a half month operational invemory

al present.  Heavy rain in February has deterior
inventory with some additional supplies over the next 3 months wil
rainy season (end of May). Drilling and underground development will resume in March.

The Company initiated soil grid preparation in the Dofia An
San Simon zones in January. Mapping and soil sampling is continuing in the
San Simon zones, but work in the Dofia Angela zone was suspended at the end Fe

ated road couditions, but the Company believes the presei
| enable full operation through the end of the

gely zone and the area between Dofia Ametia and
area between Dofia Amelia and
bruary as the heavy rain made

roads to this camp (some 30 km from the main camp) impassable and supplying the crew was no fonger
pussible. [t is expected that the work there will continue at the end of the rainy scasou.




Major Drilling Imernationa! Inc. and AMTRAC Lida. have been worling o maintesance of cauipmeni for the
past 2 monthe in preparation joi full eperation stanap. The gold recovers nla mitled Tour bull, samples tar
were lefi from 2000 and har been completing maintenance of the plant

£ procedure error for the agsay of high grade flotation eoncenirate was identiied ai the on-siie independent]y
opertied (ANALAE SFLL. of Lima. Peru) laborators Inie last vear. Due i the general low silver grads and
high gold grade of tie concenrate. the labormon supervisor decided without consubations witls Mi. Hawthorne.
whe e the Compamye independent mineral processing Consultani and Oualified Person and the overall
faborators supervisor 1o assas the concentrate without inguartation. The consequence was that the concentrate
racle reported was pold plus silver. not geld only. Al the 305 concentrale samples were re-assaved in danuary
and February according 1o Mr. Hawthorn's direction for inquanation and cupellation.  The re-assaved
concentrales are on averaes 204 lower than the original assavs. Mr, Hawthorn has recaleulated all the bull
sample erades, and those grades were used in the caleulation of underground average arades in the Trinidad arca

inhle.

Eauiecrest has received sctilement from Pefioles for the first two shipmenis of high grade gold fowtion
concenirate that were air fretahied in September 2006, The 1we shipmems comained & combined 22525 ounces
of cold with & seilement gold price of USSS27.63 per ounce. Based on the agreement with Penoles. the

Company receives from Pefinles a payment for 93% of the gold value in the concentrates,  Afier shipping costs
and rovaliv paviments o the Bolivian government, the company reccives 84% of the gold value in the
concentraies. 1o addition. the Company air freighted a third shipment in January. The 1.4 tonne shipment
contains approximaiels 170 ounces of gold tai a gold prade of 121.5 aunces of gold per 1onnel. A fourth
shipmem comaining the remainder of the high grade gold {lotation concentrmes produced in 2006 15 heing made

readh for shipping and i expected 10 leave Bolivia before the end of February.
The third biannual report of activities as required by the Envirenmental License issved August 100 2005 was
filed with the Bolivian government in tate January prior io the February 10. 2007 deadline.

Owverall Review of Operations

Since taking over slightic more than four vears ago. management has raised 10 daie appresimately
USS21.000.000 in Hnancing. setiled debis. reduced current iabilities. and has improved the overall position of
the halance sheet. This allowed for the successful completion of another aggressive and concentrated drilling
program as well as the initiation of the underground bullk: samphing progrant i the Trinidad area in 2005 which
wis vigoroush pursued during the 2006 fiscal vear. While resulte of the underground sampling were
encouraging. more drilling and concise targeting of further samplings are siill required for fiscal 2007, in the
carlv part of fiscal 2007, the management icam was strengthened by the addition of anothes 1echnically-slkiiled
director and appointment of @ hiehhy qualified and well-scasoned eeolowist experienced within the industry as
President. o guide Eaglecrest forward in the Company’s development, These was done 1o support the
mereasingls techmeal complexiny of the project reguiring direct industry experience to lead the Company and
the project forward as well as 1o increase the confidence levels within the equity capital markel.

Since reacquiring the "High Grade Trinidad Zone™ in 2003, the strike lengih of that zone has been expanded
42 Eitometers it surface, and was renamed the Dofin Amelia zone. The Defin Amclia zoneowhiclh s eonsidered
by management to be the Company's principal targel of exploration. hag been the main focus sinew the second
hali” of Tiscal 2003, The curreni plan for fiscal 2007 ix o continue e development the Dolia Amelia zone b
delining the dimension of the 1402 high grade gold shool with close-spaced nfill deithig. The undergronnd
deveiopment and bull sampling for processing in the gold recovery plimt will continue to determine the true in-
it average gokd grade of the L463 high grade gotd shoot, The data from the surface drilling and underpround
bulk: sampling will be used 10 complete an initial Resouree Calenlation of the L4623 shoot during 2007 Infill
dimmond drilling will continme Lo delineate the other highi-grade gold shoots following the derailed definition off

e L4635 shoot,




‘he Environmental License for underground development and a 500 tonne per day gold recovery plant was
issued August 10, 2005, Management will continue its funding raising efforts with the intention of completing
the 26,000 metres diamond driliing Phase [l in the Trinidad area of the Dofia Amelia zone, approximately 1,000
metres of underground exploration development in the TD-1 declines and drifts along strike of the MQV both to
the east and west the decline with several local raises and declines to intersect surface diamond drill holes and
tie processing of about 13,000 10 20,000 tonnes in the gold recovery plant. It is estimated that the Phase I
exploration program will take an addiliona! three months to complete. A N143-101 technical report for the
project is scheduled for completion in March 2007 for filing with the Toronto Stock Exchange.

Planning is underway for a Phase IV 20,000 metres diamond drill program to be initiated late in the third
Ouarier of Fiscal 2007. During the initial parl of Phase 1V the Company anticipate completing a NI 43-101
category Resource Estimate for the 1,463 shool of the Trinidad area in the Dofia Amelia zone (approximately
1% of the total approximately 300 square kilometers of the San Simon project).

Diamond drilling with two drilis is expected to resume in March 2007 to complete the Phase 1[1 diamond diill
program to add to the 55,4340 metres thal were completed to date in the Dofia Amelia zone at the end of 2006.
"Phe TD-1 decline in the Trinidad area of the Dofia Amelia zone was collared in July 2005 and by the end of
2006 & tota! of 744.8 metres of underground development was completed. The gold recovery plant is continuing
operaling al a rate of three or five tonues per hour depending on grade for optimum recovery of the grind
sensitive MQV gold mineralization. The on-site independent standard Fire Assay laboratory has been in regular
operation since August 3, 2005.

Future Qutlook

The budget for completion of the underground development and bulk sumpling program in the Trinidad area and
Phase LT and 1V dimpond drilling is estimated 0 be $8.0 (US$6.3) nutiion. Management will need to intensify
its efforts (o raise the required financing to complete the Company’s drilling and underground bulk sampling
program, The recent appolnunents of Mr. Hans Rasmussen to President and Dr. Odin Christenscn as Director
are expecied 1o create confidence with the investors and equity capital muarket sector. Both bring significant
global and Latin America exploration experience 10 Eaglecrest. Therelore, management is confident that their
fund raising endeavors will continue to be successful,

Selected Annual Information

Year Ended Year Ended Year Ended

September 30 September 30 September 30

2006 2005 2004

b b b

interest revenues 41,719 12,062 -
Net loss (1,592,579) (1,433,839) (2,044 ,968)
Basic loss per shave (0.01) {0.01) {0.02)
Total assels 35,567,409 27,550,804 25,287,706
Current fiabilities 825,262 528,074 745,632
Working capital {deficiency) 1,635,381 421,193 543,706

Cash dividends Nil Nit Nii

‘e Company has been and is still in the stages of exploring and developing its mincral propertics. To date, the
Company has not been in a position 10 earm any revenues from its projects.

Accounting policy is Lo record the Company’s mineral properties at cost.  Exploration and development
expenditires are deferred until the properties are brought into production, and at which time, they will be
amortized on a unit of production basis. In the event, the properties are sold or abandened, the deferred cost will
be written off. Considerable sums were spent on the development ol the Company’s properties in {iscal 2006,
thus resulting in the sizable increases in the Company’s total asset base.  Working capital was significantly
higher in 2006 as in excess $2.9 (US $2.6) miltion in warrants were exercised during the fourth quarter.




Consolidated nei losses for the Company during 2002 was substamially higher than fiscal 2005 and 2006 ar
s10¢) -based compensation recognized in 2003 wae FOUE 23] as compared (¢ F430.380 and 54985745 {or 2005

anc 2i0n respectively,

The Company has not paid any dividends on e common shares, bintil sucl. time the Company s able 1o earn
subsiamtial revenuss. there are no plang of piving om dividends in the near futre. Al available funds and
resources are intended for use in exploring and developing the Company's properiics and 1o finance the
operatien: of the Company.

Ormstanding Securities Pata

The Company’s authorized share capital consists of S00.000.000 common shares without par valuc,

tssued and outstanding: December 31, 2006 ~ 267,987 5321
tssued and owtstanding: Febroary 27, 2007 tdate of this reporty - 273.317.521

Weighted Average Weighted Average
Exercised rice Remaining Life {Years)
Warrams owstanding: December 31, 2000 ~ SU.9RR.E75 . (s (.51
Warrants outstanding: February 27 2007 — 40.977.873 (.15 (.20
Opiiens outstanding: December 31, 2006 — 14.350.000 0.17 226
Options owsianding: February 27. 2007 — 18.350.000 o.1¢ 2.06

Consolulated Resihs
fst Ouarter Review:

During the first quarter ended December 31 2006, the Company posted @ consolidated net loss ef §321.704 as
compared 1o a net loss of §183.943 for the same quarter ended al 2005, Significant accounts and deviations

hetwesn the quarlers are as follows:

Interesi income - §10.036 (2005 - $2.8631 was higher in 2006 due 10 a more favourable cash position durmg ihe

three month periad than 2005,
Administration = $16.500 (2005 — $13.0001. adminisiration fees are paid 1o an officer of the Conpany.

Consulling = $7.336 (2005 = 521018y in 2006 were [ees paid (o Pasmussen Explorations e, for peolocical
o I | g L

cervices wherens the fees incurred in 2003 relaied 1c fimancial consulting services.

Foreign exchange gain - 534,784 (20035 - gain of §9.084). all financing raised are in US funds and most of the
cash are Lept in LS deposits as the majority of the Company’s exploration activities are transacted in US dollars.
Reeause the Tmancial statements are reported in Canadian doliars, the Company wiil expenenee gains of Josses
due 10 the Muctugions of the Canadian 1o the TS dollar,

Corporate development = $71532 (2005 - §51.728), $40.1 10 was paid to a Divector of the Company in charge
of corporate development. The remaming amount of $31.427 was paid (o seven other corporate development
compinies [or development and distribution of Compam information material. Amount was higher in 20060 as
managemenl increased efforts 1o reach a wider range of potential investors,

STOK0G (2005 - $15.405), legal fees pertain mainly o prepaving and hiling of financing and option
Such fees were higher in 2005 as doring that period, thie
for the completion of a private placement whereas no private placement financing

Legal -
documents and other gencral corporale matters,
Company was arrnging
occurred during the period in 2000.




Management fees - $81,018 (2005 - $45,662). fees were higher in 2006 as therc was an overlapping period of
two months during the transition of the successor president and the outgoing incumbent president of the

Company.

Office and printing - $24,419 (2005 - $10,781) was higher in 2006 as the Company increased its office space
and incurred extra printing costs of corporate material.

“Travel & promotion — $99,752 (2005 — $15,963) pertain to shows and conventions and trips by Company
persontel throughout the US and Europe meeting with potential investors in their efforts to procure financing.
Suclt costs were significantty higher in 2006 as frequent traveling occurred not only with management bu also
with consultants engaged by the Company to seck financing,

Resource Property Values

Mineral properly costs increased by $1,508,797 during the quarier ended December 31, 2006 (2005 - $953.971).
For a detailed breakdown, see the mineral property schedule in the Company’s financial statements.
Exploration expenditures have increased substantially as the underground bulk-sampling program, a major

undertaking is i full swing.

Summary of Selecied Quarierly Information

December September December Seplember
34 30 Jung 30 Mareh 31 31 30 June 30 March 31

Cruatler Enced 2006 2006 2006 2006 2003 2005 2005 2005
Curreni assats 368,631 2,460,843 1,867,388 2,315,045 1,805,261 949,267 1,231,833 2,195,545
Resgurce assets 34,088 282 32,579,483 30,581 497 28,792,121 26,856,494 25,902,523 24,570,750 22,916,992
Current kabilies 501,559 825,262 899,177 618,163 435,875 528,074 435,601 420,420
Sharehotders' Equity

Capital slock 51,679,629 51,668,343 44,652 438 47,110,958 42,882 757 42,772,462 41,536,212 37,638,903

Share subscriptions 1,136,000 1,156,000 1,184,938 1,418,415 3,098,862 1,158,000 1,156,000 4,085,685

Contributed surplus 1,844,446 1,844,846 1,836,868 1,844,068 1,428,731 1,428,731 1,428,731 1,270,376

Daticit (20,248,746) [19,927,042) (19,53E,616) (19,225,798)  {18,5 18,406) (168,334,483) (1 B.022,705) (17,582,469)
el foss (321, 704) {368,426) (312,838) (707,392) {183,543) {311,758} (440,236) (225.448)
Working capnal [dehcit) {132,728) 1,635,681 968,232 1,726,882 1,369,386 421,193 796,332 1775125
{iusic luss per share (0.00) (0,00} (0.00) (0.00) (0.00) {0.00) {0.00} {0.00}

Significant lem{s) Within the Ouarter:

1 or the three months ended December 31, 2006

- $10,039 in carned inierest as i resudl of cash deposits with bank,
- delerred resource property costs increased by $1 LS08,797

- working capital deficit of $132,728

Far the three months ended September 30, 2006

- $16,829 in carned interest as u result of cash deposits with bank.

issued 26,263,938 sharcs pursuant 1o the exercise of warrants al average price ol US$0.10
- stock-based compensation of $65,670 was expensed as a result ol options granied
deferred resource property costs increased by 51 97,988

warking capital surplus of $1,635,581

For the three months ended June 30, 2006
- $14,334 in carned interest as u result of cash deposits with banlk.
-~ issued 13,066,482 shares through the exercise of warrants al average price of US$0.11




- deferrad resource propery oosts increased b 51L7R0 AT

For the three months ended Marelr 31, 2006:

- issued 14,860,873 shares pursuant 1oz private pincement at USSE TG

- issued 13,003,015 shares throngh the exercise of warrants a1 average price of USRO0,
- stocl-based compensation of $207 20% wae expensed as o result of options eranied

—_

o —

- defzrred resource propery costs increased by G 1.937.627

For the three mionths ended December 31, 2005

- GSH000 warrams exercised an USROG per share
-working capital surplus of §1.369.380 ,

- deferred resource propeny costs increased by §952.07]

For the three months ended September 30, 2005
- working capital surplus of $421.103
- delerred resource propery costs increased by R1.50

For the three months ended June 30. 2003

- working capital surplus of §796.332

- deferred resource propeny costs mereased by §1.055.758

- stock-based compensation of $138.355 was expensed as @ result of options granted

For the three months ended March 31, 200>
- working capital surplus of §1.773.125

- deferred respurce property costs increased by §76¢. 418

Corpnrate Development

[n addition (o corporate development activities being managed by the directors. the Company alse employs such
companies in both Europe and the United Simes.  Services include introducing management 1o potential

investors. maimaining conact with the shareholders. dissemination of Company material. atiending trade shows.

and maintiwning the Company’s web site,

Liquidity and Solveney

At this time. the Company has no operating revenues and does not anticipate any operating revennes until the
Company is ahle to find. zequire. place in production and operate a mining property. Historically. the Company
has raised funds through loans, shares for debr settlements. private placements and the exercise of oplions and
warranls, USEE million was raised during fiscal 2006 using these methods and management plans 1o continue to

raise the worliing capital required in the usnal manner for 2007,

The Company has not vel determined whether il propertics coniain ‘ore reserves that are cconomically
recoverable. Flie recoverabilin of amounts shown for mineral properiies is dependent upen the discovery of
ceonomically recoverable ore reserves i its mineral properties. the abitity of the Company 1o obtain the
necessary financing 1o complete development. confirmation of the Company™s interest in the underlving mineral
claims and Jeases and upon the Tuture profiteble o sufficient proceeds from (he dispositon ol s mineral

praperhes.

The muarket price of metals is highly speculative and volatile, Insiability in metal prices may affect the interest
in mining propertics and the development of and production from such properties. Although recently metal
prices are very favourable thie trend may not be sustained and - any down turn oy adversely alfect ihie
Company’s ahility to raise capital to explore existing or new mineral propertics,




The Company has incurred losses since inception, and the long term survival of the Company depends on the
ability of management (o continue raising capital. Due to an aggressive exploration program, without further
financing, there will not be sufficient funds 10 meel the Company’s property exploration commitments and
payments, and 1o cover administrative and office expenses for the 2007 fiscal year. Additional funds will be
required 10 continue operations and meet Company objectives. Management is presently actively secking
financing and have received commitments from certain warrant holders of their intentions (0 exercised their
warrants (approximately US$390,000 are expected to be exercised in February, 2007 and anather US$2.6
million in May, 2007).  While management has successfully raised the funding to finance the company’s
operations in the past, there is no assurance that it will continue 10 be able to do so in the fuure

Related Party Transactions

All trausactions with related parties have occurred in the normal course of operations and are measured at the
exchange amount, which is the amount of consideration established and apreed to by the related parties. The
unpatd period end balances referred to below are payable on demand and have arisen from the provisien of

services described:
[During the period ended December 31, 2006, the Company:

e incurred administration fees of $16,500 (2005 - $15,000) with an officer of the Company.
o incurred corporate devetopment costs of $40,110 (2005 - $29,367) with a private company related by
a director-in-comnon,
e incurred managemeni lees of $81,018 (2005 - $354.662) with 2 private companies related by two
directors-in-comion.
o incurred Jegal fees of $10,896 (2005 - $15,405) with @ law firm in which an officer of the Company
IS a partner,
As al December 31, 2006, accounts payable and acerued liabilitics ts inclusive of $27,437 (2005 — $26,253) duc
10 1 private company related by an officer.
As at December 31, 2006, accounts receivable and prepaid is inclusive of $1,400 (2005 - $1,390) in travel
advances 10 a director.

Subsequent Events

The following oceurred <uring the period subsequent 10 December 31, 2006:

o The Company issued 3,830,000 shares pursuant to the exercise of warranis and received US$389,600
from the exercising of warrants of which share certificates have not been issued.

e Options were pranted to purchase up lo an aggrogate of 4,000,000 shares of the capital of the
Company exercisable at $0.27 per share until the close of business January 4, 2012 (3,700,000
shares) and January 9, 2012 (300,000 shares).




