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INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2007

{Unaudited)

MANAGEMENT COMMENT

These interim consclidated financial statements for the six months ended June 30, 2007 of Gitennes
Exploration Inc. have been prepared by management and have not been subject to review by the
Company's auditors.




Gitonnes Exploration Inc, Statement 1
Interim Consolidated Balance Sheets

{Unaudited)
Canadian Funds
As ot As al
June 30 Detarmber 31
ASSETS 2007 2006
Current
Cash and cash equivalents $ 1,375,289 s 279,325
Accounts receivable 11,277 262,955
Prepaid expenses 7,807 5515
1,394,373 546,795
Mineral Properties Note 4) 4,122,192 3,841,051
Plant and Equipment {Nots 5 56,387 62,306
] 5,572,952 $ 4,550,152
LIABILITIES
Current
Accounts payable and accrued liabilities (vote 8) $ 52,598 3 102,196
SHAREHOLDERS’ EQUITY
Share Capital (Note o} 29,275,281 29,275,281
Contributed Surplus (vote cop 786,575 657,283
Deficit - Staterent 2 {24,541,502) (25,484,608)
5,520,354 4,447 956
$ 5,572,952 3 4,550,152

Going Concern (Note 1}
Commitment (Note 7}

ON BEHALF OF THE BOARD:

5 . Blackwell’, Diractor
JERRY D. BLACKWELL

“Ken Booth™, Dirgclor
KEN BOOTH

- See Accompanying Notes -




Gitennes Exploration Inc.

Statement 2
Interim Consolidated Statements of Income {Loss} and Deficit
(Unaudited)
Canadian Funds
Three Months Ended Six Months Ended
June 30 June 30 June 30 June 30
2007 2006 2007 2006
Expanses
Audit, accounting, legal and
professional fees $ 34862 § 36,769 $ 78,805 % 63,171
Amortization 3,132 3.542 6,259 6.567
Filing, transfer fees and
investor relations 30,781 54398 76,170 134,327
Insurance 3,423 3,750 6,845 8,750
Interest and bank charges 1,260 841 2,435 1,548
Office rent, utilities and miscelaneous 34,135 28.705 55,201 63,629
Salaries and benefits 64,132 60,217 120,009 121,089
Stock-based compensation (Nots 8d) 129,292 - 129,292 -
Travet 9,334 7.192 14,176 15,100
toss before the Undernoted {310,351) (195.414) (489,192) {414,181)
Other Income (Expaense)
Foreign exchange gain {loss) (94,250) {3.245) (120,167} (1,183)
General exploration {10,339) (14,610) (23,090) (21,114)
Interest and other income 1,464 5119 2,823 7.680
Income from royalty (Note 4) - - 40,118 -
Income from sale of royalty (vote 4 - - 1,532,614 -
Write-down of mineral properties - {413,658) - {413.658)
income (Loss) for the Pariod (413.476) (621,808) 943,106 (842,456)
Deficit, beginning of period {24,128,026) (24,958,658) {25,484,608) (24,.738.010)
Deficlt, End of Period $ (24,541,502) & (25.580.466) $ (24,541,502) $(25580,466)
tncome [Loss) Per Share — Basic $ (0.01) § (0.02) $ 00z § (0.02)
Income [Loss) Par Share — Diluted $ (0.01) § (0.02) 13 0.02 § (0.02)
Whyighted-Average Numbar of Shares
Qutstanding - Basic 41,579,231 37.329.231 41,579,231 37,329,231
Weighted-Average Number of Shares
Outstanding - Diluted 42,220,000 37,329,231 42,204 416 37,329,231

- See Accompanying Notes «




Gitennes Exploration Inc.

Interim Consolidated Statements of Cash Flows

Statement 3

(Unaudited)
Coanadian Fundy
Three Months Ended Six Menths Ended
June 30 June 30 June 30 June 30
2007 2006 2007 2006
Cash Flows From Qparating Activitles
Income (loss) for the period $ (413476) § (621,808) $ 943,106 % {842,456)
Iterns not affecting cash
Amortization 3,132 3,542 6,259 6,567
Stock-based compensation 129,292 - 129,292 -
Write-down of mineral properties - 413,658 - 413,658
{281,052} (204,608) 1,078,657 (422,23%)
Changes in non-cash working
capital items
Accounts receivabte 458,386 (1,162) 251,678 3,693
Prepaid expenses (557} 2,878 (2,292) 10,369
Accounts payable and accrued liabilities {64.901) 47,061 {63.797) 41,163
Due o related parties - 94.000 94,000
111,876 _(61.831) 1,264,246 (273,006)
Cash Flows from Financing Activities
Net proceeds from issuance of
common shares - - - -
Cash Flows From Investing Activities
Mineral property expenditures {136,240) (186,347} {166,942} (593,044)
Purchase of plant and equipment - (15.509) {340) {15,790}
{136,320} {201,856) {167,282) (608,834)
Nat Increase (Decreasa) in Cash and
Cash Equivalents {24,464} (263,687} 1,096,964 (881,840}
Cash and cash equivalents — beginning
of penod 1,399,753 320,582 278,325 938,735
Cash and Cash Equivalents - End of
Period $ 1375289 § 56.895 $ 1375289 3 56,895
Supplementat Disclosure of Non-Cash
Investing and Financing Activitias
Increase (decrease) in mineral property
accounts payable $ {2,429) § 17,280 $ 14,199 § {38,686)

- See Accompanying Notes -




Gitennes Exploration Inc.

Notes to Interim Consolidated Financial Statements
Jung 30, 2007

{Unaudited)
Canadian Funds

1.

Going Concern

The Company, which is considered lo be in the exploration stage, is in the process of exploring
saveral mineral properties in Peru and Canada. The Company has not yet determined whether these
properties contain economic reserves.

The business of mining and exploration invelves a high degree of risk and thera can be no assurance
that current exploration programs will resull in profitable mining operations. The Company has no
ongoing source of revenue, and has significan! cash requirements to meet its administrative overhead
and maintain its mineral interests. The recoverabiity of amounts shown for resource properties is
dependent upon several factors, including the discovery of economically recoverable reserves, the
ability of the Company to obtain the necessary financing to complete the development of these
properties, and future profitable production or proceeds from disposition of mineral properties. Alsg,
the Company will have to raise additional funds for future corporate ang administrative expenses and
to underiake further exploration and development of its mineral properties. Whila the Company has
been successful in the pasl al raising funds, there can be no assurance that it will be able to do so in
the future.

These consolidated financial statements have been prepared on a going concern basis, which
assumes that the Company will ba able to realize its assets and discharge its liabilities in the nomal
course of business for the foreseeable future. These consolidated financial statements do not include
adjustments that would ba necessary should the Company be unable to continue as a going concem.

Accounting Policies
a)} Basis of Consolidation

The accompanying unaudited interim consolidated financial statements are prepared in
accordanca with accounting principles generally accepted in Canada and include the accounts of
the Company and its significant who!ly-owned subsidiaries, Castle Keep Ltd., Torre Internationat
Holdings Ltd., Gitennes Exploraciones Peru S.A., Oromalqui Gold Corp., Minera Corimalqui S.A.
and Compania Minera Seis Rios S.A. All of the Company's wholly-owned subsidiates are
accounted for under the purchase method.

b} 8asis of Presentation

The accompanying unaudited interim consolidated financial statements are prepared in
accordance with generally accepted accounting principles (“GAAPT)} in Canada. They do not
inctude all of the information and disclosures required by Canadian GAAP for annuat financial
statements. In the opinion of management, all adjustments considered necessary for fair
presentation have been included in these financial statements. These interim consolidated
financial statements follow the same accounting policies and methods of their application as the
most recent annual financial statements and should be read in conjunclion with the Company’s
consolidated financial statemenis indluding the noles thereto for the year ended December 31,
2006.

¢) Financial tnstruments

Effective 1 January 2007, the Company adopted the recommendations of CICA Handbook
Section 3855, Financial Instruments — Recognition and Measwement, Section 1530,
Comprehensive Incoma and Section 3865, Hedges. These sections provide guidance on the
recognition and valuation of certain types of financial instruments. The adoption of these new
standards had no significant effect on these financial statements,




Gltannes Exploration Inc.
Notes to Interim Consolidated Financial Statements
June 30, 2007

(Unaudited)
Canadian Funds

3. Financial Instruments

The Company's financial instruments gonsist of cash and cash equivalents, accounts receivable, and
accounts payable and accrued kabilities, Unless otherwise noted, it is management's opinion that the
Company is not exposed to significant interest, curmency or credit risks anising from these financial
instruments. The fair value of these financial instruments approximates their carrying vatues, unless
otherwise noted. Al June 30, 2007, the Company held currency totalling US3808,569 which is
expased to currency fisk given fluctuations in the prevailing exchange rales between the Canadian
and United Slates dollars.
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Gitennes Exploration Inc,
Notes to Interim Consolidated Financial Statements

June 30, 2007

{Unaudited)
Canadian Funds

4. Mineral Propertigs - Continued

b) Cumulattve mineral costs are as follows:

Jure 30 December 31

Acquisition Exploration 2007 2006
Peny
Tucumachay § 400,000 § 2446976 $ 2,846,976 § 2.788.351
Urumalqui 87,329 733,208 820,537 800,985
La Chivona 35,563 160,133 195,696 184,719
Titimina 9,456 85477 94,933 78,675
TotoRoko €8,944 68,944 7.39%
Other - 95,106 95,106 80,922
Canada
Red, B.C. - - . -

s 532348 $_ 3560844 $ 4122192 § 3,941,051

¢} Tucumachay, Peru

Under a letter of intent dated June 30, 2004 with Inmet Mining Com. {"Inmet’) the Company
acquired an option to eam a 100% interest in the 3,500-hectare Tucumachay property by issuing
1,000,000 shares to Inmet (issued) and incurring total exploration expenditures of US$1,600,000
by December 31, 2008 (incurred). The Company has served notice that il has eamed a 100%
interest in the property, and inmet has acknowledged that the Company has met its eamn-in
expenditure requirements.

Inmet may, at its option, regain a 60% interest in the pruperty by spending three times the amount
of the Company’s investment once the Company has drilled 12,000 metres.

d

=]

Urumalqui, Peru

The Company owns a 100% interest in the Urumalqui project, which is situated in norih-central
Peru.

e) LaChivona, Peru
The Gompany acquired, by staking, a 2,600-hectare property near the coastal city of Chiclayo.
fi Tlimina, Peru

The Company has acquired, by staking, a 3,800-hectare property adjacent in part to the
Tucumachay property.

g) TotoRoko, Peru

The Company has acquired a8 100% interest in a 5,000-hectare property in the State of Aroguipa,
Peru.




Gitenne

June 30

Canadian

s Exploration Inc.

Notes to Interim Consolidated Financial Statements

, 2007

{Unaudited)

Funds

h}

i

4. Mineral Properties - Continved

Red, B.C., Canada

By an agreement dated September 3, 2004, the Company had an option to acquire a 100%
interest in the Red property, located in north-central British Columbia. Under the terms of the
option, tha Company paid $50.000 cash, issued 100.000 shares and subsequently incurred
5333.158 in exploration expenditures. On July 12, 2006, the Company returned the property to
tha optionors and wrote off all expenditures incurred on the praperty.

Other Properties

The Company has staked various claims in Peru, all of which are held 100% by the Company.
Individual, segregated exploration expenses will be shown for these properties if and when
significant costs are incurred exploring one or more of the claims.

Virgen, Peru

During the year ended December 31, 2001, the Company soid its interest in the Virgen property.
Pursuant to the terms of the sale agreement, the Company retained a 2% net smelter retum
royalty, payable when aggregate gold production from the property exceeded 145,000 ounces.
The Company received notice from the operator of the Virgen Mine that gold production had
reached the threshold of 145,000 ounces on May 16, 2006. Accordingly, the Company’s 2% nel
smelter return royalty became effective, with payments to be received every six months.

As al December 31, 2006, the Company had received and accrued a total of $348,124 due under
the royally agreement. This amount represents the Company’s production royalty payment, net
of taxes, for the period May 16 to November 16, 2006. The Company recognized an additional
$73,183 in royalty revenue receivable for the period Novernber 17 to December 31, 2006.

During the current period, the Company recognized an additional $57,274 in royalty revenua
receivable for the period January 1 to February 6, 2007 and paid fees of $17,156. On February
6, 2007, the Company agreed (o sell its interest in the royalty for US$1,500,000. The Company
paid a fee of US$E75,000 in respect of the sale for net proceeds of $1,663,071. As a condition of
the sale, the Company agreed to forege the receipt of all royalty income accruing under the
royalty agreement after November 16, 2006. Accordingly, the Company has offset accrued
royally income of $130,457 against the income from the sale of the royalty for net income from
the sale of $1,532,614.

5. Plant and Equipment

June 30 December 31

2007 2006

Accumutated Nat Book Net Book

Cost Amortization Value Value

Computer equipment s 93,495 § 76302 § 17193 § 19,163
Fumiture and fixtures 51,682 82,338 19,344 21,463
Equipment 45,461 25,611 19,450 21,730
$ 220638 % 164251 § 56,387 ¢ 62,306




Gitennes Exgploration Inc.

Notes to interim Consolidated Financial Statements
June 30, 2007

(Unaudited)

Canadian Funds

6. Share Capital
a) Details are as follows:
Authorized: An unlimited number of common shares without par value

Issued and cutstanding:

June 30, 2007 June 30, 2006
Shares Amount Shares Amount
Balance - beginning of period 41,5792 § 29,275,281 37,329,23t § 28272,076
Private placement - - - -
Issuance costs - - - .
Balance — end of period 41,579,231 § 29275281 37,3292 5§ 28272076
b) Contributed Surplus
Details are as follows:
2007 2006
Balance - beginning of period $ 657,283 & 657,283
Stock-based compensation (Note 6d} 129,292 -
Batance - end of period . $ 786,575 3 657,283

c) Stock Options
The Company has a fixed stock option plan, Under the terms of the plan, the Company may grant
options to ifs directors, employees, and other service providers up to 4,800,000 shares. The
Board of Directors deterrnines the exercise price per share and the vesting period under the plan.

During the period ended June 30, the changa in stock options outstanding was as Follows:

2007 2006
Options outstanding — beginning of period 3,905,000 3,905,000
Granted 550,000 -
Forfeited - -
Exercised - -
Cancelled (75,000} -
Options outstanding - end of period 4,380,000 3,805,000
Details of the stock options outstanding at June 30 are as follows:
2007 2006 Exercise Price Expiry Date
900,000 500,00¢ $0.15 October 1, 2007
370,000 370,000 $2.80 March 30, 2008
520,000 £20,000 $0.13 May 4, 2008
710,000 730,000 $0.355 April 21, 2009
180,000 180,000 $0.40 July 21, 2009
470,000 525,000 $047 April 1, 2010
80,000 80,000 $0.30 November 10, 2010
400,000 400.000 $0.40 March 9, 2011
200,000 200,000 $047 March 18, 2015
550,000 - $0.26 June 5, 2017

4,380,000 3,905,000




Gitennes Exploration Inc,

Notes to Interim Consolidated Financial Statements
June 30, 2007

{Unaudited)
Canadian Funds

6. Share Capltal - Continved

<)

a)

Stock Options - Continued
All options outstanding at June 30, 2007 have vested.

The weighted average exercise price of the stock oplions outstanding at June 30, 2007 is $0.50
and the weighted average remaining contract life of the options is 2.89 years.

Stock-Based Compensation

During the peniod, the Company issued stock oplions {0 its directors, officers and employees and
recognized stock-based compensation as follows:

2007 2006
Total aptions granted 550,000 -
Average exercise price [ 0.26 § -
Estimated fair value of compensation $ 129292 5§ -
Estimated fair value per option $ 0.24 § .

The fair value of the stock-based compensation recognized in the accounts has been estimated
using the Black-Scholes Option-Pricing Model with the following weighted-average assumptions:

2007 2006
Risk-free interest rate 4.52% -
Expected dividend yield 0.00% -
Expected stock price volatility 98.15% -
Expected option life in years 10.00 -

The Black-Scholes Cption-Pricing Model was created for use in estimating the fair value of freely
tradable, fully transferable options. The Company's employee stock options have characteristics
significantly different from those of traded options, and because changes in the highly subjective
input assumptions can materially affect the calculated values, management believes that the
accepted Black-Scholes mode! does not necessarily provide a reliable measure of the fair value
of the Company’s stock oplion awards.

Warrants

Al June 30, the following wamants were outstanding:

2007 2006 Exercise Price Expiry Date

- 2,500,000 $0.50 June 4, 2007

- 123,500 $0.50 Juna 4, 2007
4,250,000 - $0.30 August 31, 2007
273,000 30.30 August 31, 2007

4,523,000 2,623,500




Gitennes Exploration Inc.

Notes to Interim Consolidated Financial Statements
June 30, 2007

{Unaudited)
Canadian Funds

7. Commitment

The Company has an agreement to lease office space until October 31, 2010, with a net annual lease
commitment of approximately $24,408,

8. Related Party Transactions
During the period, the Company incurred $20,091 (2006 - $8,302) in legal fees paid 1o a law firm in
which a director of the Company is a partner; accounts payable and accrued liabilities includes
$5,714 (December 31, 2006 - $8,883) payable to this firm.

The law firm charges the Company the same rates as it does its other dients.

9. income Taxes

The Company operates in several tax jurisdictions and is subfect to varying rates of taxation. In
addition, the Company has various non-capital tax losses and deferred exploration expenditures that
are available for camy forward to reduce taxable income of the cument and fulure years. Details of
income tax expense for the period is as follows:

2007 2008

Income {loss) before income taxes for accounting

purposes 3 943,106 $ {B42,456)
Adjustments for differences batween accounting

and taxable income:

Amortization 4,060 3911
Stock-based compensation 128,292 -
Non-deductible and other ilems {23,686) {23,529)
Resource property costs written off - 413,658
Consolidated income (loss) for tax purposes 1,052,172 (448,416)
Tax rate MA% 34.1%
Expected tax expense (recovery) for the period 358,995 (152,910)
Reductions in tax (recovery) due to:
Foreign income at different tax rates (7.441) 3,368
Application of tax loss camry-forwards {351,554) -
Valuation allowance - 149,542
Tax expense (recovery) for the period $ - % -

Future income taxes reflect the nel effects of temporary differences between the carrying amount of
assels and liabilities for financial reporting purpeses and the amounts used for income tax purposes.
The significant components of the Company's future income tax assets as at Dacember 31, 2006 are

as follows:

Non-capital loss camry-forwards $ 3.137.247

Mineral property expenditures 1491194

Property, plant and equipment 69.131

Other 26,865
4,724,437

Valuation allowance {4,724.437)

H -




Gitennes Exploration Inc.
Notes to Interim Consolidated Financial Statements
June 30, 2007

{Unaudited)
Canadian Funds

9. Income Taxas - Continued

The Company's Canadian non-capital loss carry-forwards expire between 2006 and 2015 while Lhe
Canadian exploration expenditures may be carried forward indefinitely. The losses available to the
Company in Peru expire four years after the attainment of profitable commercial operations in Peru.

10. Segmented Information

The Company’s business consists of mineral exploration and developmenl. Details on geographic
segmanis are as follows:

Income Capital Capital Kentifiable
June 30, 2007 {Loss) Expenditures Assets Assels
Canada $ 1,421.971 § - 8 36,537 % 1,391,003
British Virgin Islands (27) - - 693
Peru {178.838) 181,481 19,850 4,181,256
Total 3 43,106 § 181,481 § 56,387 $ 5,572,952

Income Capital Capital Identifiable
June 30, 2006 {Loss) Expenditures Assels Assets
Canada % (648640) % 18,115 § 45542 § 99,589
British Virgin Islands - - - 3.022
Peru {193.816) 552,033 23,912 3485173
Totat $ [B42,456) $ 570,148  § 69454 § 3,588,184

11. Subsequent Events

Subsequent to June 30, 2007, the Company received $383,100 upon the exercise of 1,277,000
share purchase warrants.




GITENNES EXPLORATION INC.
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE SIX-MONTH PERIOD ENDED JUNE 30, 2007
August 10, 2007

This Management Discussion and Analysis supplements, bul does nol form part of, the unaudited
consolidated financial statements of the Company and the notes thereto for the period ended June 30,
2007. Consequently, the information set forth below should be read in conjunction with the unaudited
consolidated financial statements for the period ended June 30, 2007 and related notes therein, which
have been prepared in accordance with Canadian generally accepied accounting pringiples.

Additional information, including the audited consolidated financial statements, and the notes thereto, for
the year ended December 31, 2006, can be found on SEDAR at www.sedar.com.

Description of the Business

Gitennes Exploration in¢. (the “Company”} is in the business of exploring for mineral deposits in Peri and
Canada, The Company acquires properties directly by staking or through option agreements with
prospectors or other companies. The Company is atso committed to developing new projects through
regional reconnaissance, property examinations and by liaison with a network of industry contacts. None
of the properties that the Company currently owns or holds under option have been adequately explored
to prove the existence of ore reserves.

Qverview

The Company's primary focus is the exploration for gold, silver, copper, and zinc deposits. During the
year ended December 31, 2005, and continuing through the pericd ending June 30, 2067, the Company
underlook field programmes at the Tucumachay project in Central Pen), which included 38 core drill holes
and 28 reverse circulation drill holes. The Tucumachay project is subject 10 a letter of intent dated June
30, 2004 with Inmet Mining Corp. ("Inmel’). The Company aiso exptored its 100%-pwned Tilimina
property, located in the same bell as Tucumachay. During the period, the Company also conducted
additional work on its Urumalqui property preparing for a resumption of driling, and conducted saveral
preliminary geological mapping and rock sampling programmes at its TotoRoko property, also in Peru.

During the year ended December 31, 2006, the Company was informed by the operator of the mine al La
Virgen that gold production had exceeded 145,000 ounces on May 16, 2006. Accordingly, the
Company's 2% NSR royalty bacame effective, to be paid every six months. On February 6, 2007, the
Company sold its interest in the royalty for US$1,500.000 (see “Properties — Virgen Royalty").

During the year and to the date hereof, the Company issued the following news releases:

July 30, 2007 Gitennes' TotoRoko Copper-Silver-Gold Project - Update
May 15, 2007 Peru Exploration and Royalty Update
Agpril 16, 2007 Gitennes Update on Peny Copper-Silver Project

February 21, 2007 Gitennes Exploration — Tucumachay, TotoRoko & Royalty Updates
February 9, 2007 Gitennes to Sell Royalty Interest for US$1,500,000

Overall Parformance

Unless noted otherwise, all figures are in Canadian dollars,

The Company's cumulative resource property costs to June 30, 2007 were $4,122,192, which is up from
the cumulative balance of $3,941,051 as at December 31, 2006. The increase for Lhe period includes

current additions of $181,141 in expenditures, 358,625 of which was incurred on the Tucumachay
property and $61,545 of which was incurred on the TetoRoko property (see *Results of Operations”}.




The Company recegnized net royalty income of $40,118 and income from the sale of the Virgen royalty of
$1,532,614 during the pericd. This resulted in net income of $843,106 for the six-month period ended
June 30, 2007. which compares to a loss of $842,456 for the period ended June 30, 2006 {see "Reosults
of Qperations”).

Financlal Data for the Last Elght Quarters

Cuartar Endad Jun 30, Mar M, Dec 34, Sept 30, Jun 30, Mar M, Dec M, Sept 30,
2007 2007 2006 2006 2006 2008 2005 2005
Toial revenues $ -1 s -3 -8 -1 8 -1 3 -1 8 -1 $ .
Losa before the under-noted | $(284,184) | $(218,150] | ${170,658) | ${154,701) | ${208,150} | 5(220.848) | $(173.470) [ ${185.208)
Stock-based compensation {120.202) - - - - - - .
Yirito-dowr of mineral
propertien . R - -] [413.058) -] (267,308) (55.354)
tncome from rovalty - 40,118 421,307 - . - - .
Income from sale of royatty - 1,532,814 - - - - -+ .
Income (lows) for the quarter | $(413478) | $1.356582 | § 250,640 | $(154,701) | $(621,808) | $(220,648) | S{440,770) | ${240 562)
Income {koss) par share
~ basic $ (o} §$ 003|% 0013 (0OM)|S (0028 (@ON| S (0o ]$ (0O
tncome (loas) per share
~ difuted $ (oo 3 003 | § 001 {8 (000)(% (0O)|$% (0OO1)[| & {0O%}]§ (0O1)

The Company has no ongoing source of operating revenue. In addition to the normal expenses
associated with its exploration and administrative activities, the Company had certain infrequent or non-
recurring transactions that produced significant variances in its operating results.

During the quarter ended December 31, 2006, the Company received and accrued income from the
Virgen royalty (see “Properties — Virgen Royally™ of $421,307. The Company accrued an additional
$40,118 in net royalty income during the quarter ended March 31, 2007, in which it also recorded income
from the sale of the royalty in the amount of $1,532,614, Tha lass for the quarter ended June 30, 2007
was affected by a foreign exchange loss of $94,250, which resulted from the effects of a weakening U.S,
dollar on a significant balance of U.5. cash held due to the sale of the royalty. During the quarter ended
June 30, 2006, the Company recorded a write-down of $413,658 upon abandoning the Red properly. The
Company wrote off costs of $267,306 during the quarter ended December 31, 2005 relating to the Rio
Seco property. Expenses for the first and second quarters are traditionalty higher than for the other
quarters due to the costs of the Company's annual filings, preparation of annual general meeting
materials, and increased shareholder information costs, which are not experienced in the other quarters.

After factoring in the effect of the royalty income and other non-recurming items, which are an inheren! part
of the mineral exploration industry, all other operating results remain reasonably consistent among the
quarters presented.

Results of Operations

Expanses

A summary of the Company's significant income and expense items for the periods ended June 30
foillows:

2007 2006
Audit, accounting, legal and professional fees $ 78805 % 63,171
Filing, transfer fees and investor relations $ 76,170 % 134,327
Office rent, utilities and miscetaneous 3 55201 % 63,629
Salaries and benefits $ 120,009 % 121,089
Slock-based compensation 3 129,292 § .
Foreign exchange loss (gain) $ 120,167 § 1,183
Income from royalty $ 40118 § -
Income from sale of royalty $ 1,532,614 § -

Audit, accounting, legal and professional fees for 2007 increased retative to those of the prior years
period due mostly to an increase in audit costs and some additional legal work relating to statutory filings.




Filing, transfer fees and investor relations expenses were higher in 2006 due to increased investor
relations and promotional expenses incumred in the previous period, which were not experienced to the
same degree in the current period.

Office rent, utilities and miscellanecus costs for the period ended June 30, 2007 are lower than those of
the prier year's period as the Company moved to reduce costs and overhead.

Salaries and benefits can vary depending upon the amouni of time allocated for certain employees
between exploration projects and general and administrative guties. For the period ended June 30, 2007,
salaries and benefits were retatively consistent with the prior period.

The Company granted 550,000 stock options during the period and recorded stock-based compensation
of $129,292. There were no grants of stock options in the comparative period.

Due to the recent sale of the Virgen royalty, the Company had a large balance of U.S. cash on hand
during the pericd. With the weakening U.S. dollar, the Company recorded a foreign exchange loss of
$120,167 for tha six-month period.

The royalty income and the income from the sale of the royalty were not applicable in the comparative
penod (see “Properties — Virgen Royalty’).

Propertias

The Company tas five mineral projects in Peni. Work is supervised by J. Blackwell, P.Geo.. J. Foster,
P.Geo., and Alvaro Femandez-Baca, P.Geo., qualified persons as defined in National Instrement 43-101,
Information on the Company’s main projects is as follows:

Tucumachay Property

The Tucumachay property is located in the Andes Mountains of central Per. On June 30, 2004 the
Company signed a letter-of-intent with Inmet (the “Tucumachay Agreement”), under the lerms of which
the Company had an option to eam a 100% interest in the property. During the year ending December
31, 2006, the Company served notice that it had eamed a 100% interest in the property, and Inmel has
acknowiedped that Gitennes has met its eam-in expenditurg requirements. Inmet now has the oplion (o
regain a 60% interest in the property by spending three times the amount of the Company’s investment.
Inmet's option must be decided upon once the Company has drilled 12,000 metres.

During the year ended December 31, 2006 and continuing to June 30, 2007 the Company compisted
both recennaissance and grid soil geochemical and rock sampling programmes, P and VLF-EM grid
geophysical surveys, and three drill programmes totalling 38 core holes and 28 reversa circulation holes.
Total metres dnlled stand at 5,204 metres. Results conlinue to be favourable and indicate the occurrence
of a near-syrface zone of mineralization in the La Nariz area that wamants continued exploration. The
Company maintains a minimal camp at the sile, is continuing ils environmental assessments of the
property and region, and is active in several lecal community initiatives. The Company has reduced its
overali levet of activity at the property to focus on its exploration projects elsewhere in Peru.

Cumulative exploration expenditures 1o June 30, 2007 are $2,846,976. This includes $400,000 in
acquisition costs recorded during the year ended Oecember 31, 2004 upon lhe issuance of 1,000,000
shares from treasury with a value of $0.40 per share, as required by the terms of the Tucumachay
Agreement.

Titimina Property

The Company has staked a 3.800 hectare property adjacent to the western and northemn portions of the
Tucumachay property. Titimina covers extensions to the same geological formations that host
mineralization at Tucumachay. Several showings have been found on the Titimina property, the most
important of which is the Alpha zinc target, consisting of a large area of carbonate-hosted zinc — lead —
silver mineraiization. Ouring the year ending December 31, 2006 and the period ending June 30, 2007,
the Company completed geclogical mapping, surface sampling and four lines of induced polarization
geophysical surveys. Results are favourable and suggest additional work, including drilling, is warranted.

Cumutative expenditures to June 30, 2007 are $94,933,




TotoRoko Property

The Company has acquired a 100% interest in a 5,000-hectare property in southern Peru that was
acquired o cover a new discovery of copper-silver-gold mineralization. The Company's aclivities during
the period ending June 30, 2007 included mapping and prospecling the propeny, Preliminary geological
mapping, rock and stream sediment sampling indicate that copper-silver and goid mineralization occurs in
outcrop over a possible length of 4,500 metres within a volcanic unit that is hydrothermally attered and
mineralized. Additional exploration programmes, including grid geophysical surveys and drilling are
planned for the property during the balance of the year.

Cumulative expenditures to June 30, 2007 are $68,944.
Urumalgui Property

The Company's 100%-held Urumalqui property is a sitver-gold prospect situated in north-central Peru.
The property was explored during 2003 and 2004 in joint venture with Meridian Gold Inc. Work included
geophysical and geological surveys and two diamond drill programmes. On June 17, 2005, the
companies terminated the agreement and the Company assurned 100% of the assets of the joint venture,
which included the Urumalqui mineral claims. The Comparny has obtained a permit to continue drilling at
the property and is awaiting a drill rig coming available. During the guarter ending June 30, 2007 ihe
Company continued its programmes of community consultation.

Cumulative expenditures to June 30, 2007 are $820,537.

La Chivona Property

The Company has a 100% interest in La Chivona, located in north-coastal Pen), There was minimal
exploration activity on the property during the year, Cumulative expendilures to June 30, 2007 are
$195,696.

Virgen Royalty

During the year ended December 31, 2001, the Company sold its interest in the Virgen property.
Pursuant to the terms of the sale agreement, the Company retained a 2% net smelter retum royalty,
payable when aggregate goid production from the property exceeded 145,000 ounces. The Company
received notice from the operator of the Virgen Mine thal gold production had reached the threshold of
145,000 punces on May 16, 2006. Accordingly, the Company's 2% net smeiter royaltty became effective,
with payments to be received every six months.

As at December 31, 2006, the Company had received and accrued a total of $348,124 dug under the
royalty agreement. This amount represents the Company’s production royalty payment, net of taxes, for
the period May 16 to November 16, 2006. The Company recognized an additional $73,183 in royalty
revenue receivabla for the period November 17 to December 31, 2006,

During the cument period, the Company recognized an additional $57,274 in royalty revenue recaivable
for the period January 1 to February 6, 2007 and paid lees of $17,156. On February 6, 2007, the
Company agreed to sell ils interest in the royalty for US$1,500,000. The Company paid a fee of
US575,000 in respect of the sale for net proceeds of $1,663,071. As a condition of the sale, the
Company agreed to forego the receipt of all royalty income accruing under the royalty agreement after
November 16, 2006. Accordingly, the Company has offset accrued royalty income of $130,457 against
the income from the sale of the royalty for net income from the sale of $1,532,614.

Cther Properties

The Company has staked and conducted preliminary expleration of various 100%-owned prospective
mineral claims focated in Per). Total costs as at June 30, 2006 are $95,106.

Liquidity

The Company's cash and cash equivalenls increased by $1,096,964 during the period, which is due to
the cash provided by operating activities exceeding tha cash used in investing activilies for the period. As
at June 30, 2007, cash and cash equivalents totalled $1,375,289 compared 1o $278,325 at December 31,
2006. Working capital as at June 30, 2007 lotalled $1,341,775, compared 1o working capital of 5444, 599
at December 31, 2006.




Capital Resources

As at the date hereof, the Company has mel the cument terms of its option agreements and, given the
proceods from Lhe sale of its royally interesl, considers its capital resources to be sufficient to meet its
operating overhead for the ensuing year.

The Company has a five-year operating lease for its office premises and storage space in Vancouver that
expires on October 31, 2010. The current monthly fee is 52,0234 plus operating expenses. In Lima, Pen,
the Company's affiliates lease office space for US%1,120 per month on a rental agreement that is
renewed semi-annually,

Ofi-Balance Sheat Arrangemants

The Company had no off-balance sheet arrangements at June 30, 2007 or at the date hereof.
Transactions with Related Parties

During the period ended June 30, 2007, the Company incured $2(.091 (2006 - $8,302) in legal fees and
dishursemnents paid to a law firm in which a director of the Company is a partner; accounts payable and
accrued liabilities includes $5,714 (December 31, 2006 - $8,883) payable to this firm.

Outstanding Share Data

The authorized capital of the Company consists of an unlimited number of common shares withou! par
value. As of June 30, 2007, the number of issued and outstanding common shares was 41,579,231
(50,482,231 on a diluted basis), which compares to issued and outstanding shares as of December 31,
2006 of 41,579,231 (52,630,731 on a diluted basis). Dusing the period, the Company issued 550,000
stock options and had 75,000 slock options and 2,623,500 share purchase warranis expire.

As al the date hereof, issued and outstanding shares totalled 42,856,231 (50,482,231 on a diluted basis),
which reflects the exercise of 1,277,000 warrants since June 30, 2007.

The Company has a fixed stock option plan. As at June 30, 2007, there were 4,380,000 stock options
granted to directors, officers and employees of the Company and its affiliates as follows:

Options

Qutstanding Exercise Price Expiry Date
900,000 $0.15 Qctober 2, 2007
370.000 $2.80 March 31, 2008
520,000 $0.13 May 4, 2008
710,000 $0.355 April 21, 2009
180,000 $0.40 Juty 21, 2009
470,000 $0.47 April 1, 2010

80,000 $0.30 November 10, 2010
400,000 $0.40 March 12, 2011
200,000 $0.47 March 18, 2015
550,000 50.26 June 5, 2017
4,380,000

At June 30, 2007, warmants to purchase the following shares were outstanding:

Shares Exercise Price Expiry Date
4,250,000 $0.30 August 31, 2007
273.000 50.30 August 31, 2007
4,523,000

Subsequent Events

Subsequent to June 30, 2007, the Company received cash proceeds of $383,100 vpon the exercise of
1,277,000 share purchase warrants.




Critical Accounting Estimates

Stock-based Compensation

The Company has adopted the recommendations of CICA Handbook Section 3870, “Stock-Based
Compensation and Other Stock-Based Payments,” which requires that all stock-based awards made to
employees and non-employees be measured and recognized using a fair value based method. The
Company uses the Black-Scholes Option-Pricing Mode! o estimate stock-based compensation.

Changes in Accounting Policies

Effective 1 January 2007, the Company adopted the recommendations of CICA Handbook Section 3855,
Financial Instruments — Recognition and Measurement, Section 1530, Comprehensive Income and
Section 3865. Hedges. These seclions provide guidance on the recognition and vatuation of certain
types of financial instruments. The adoption of these new standards had no significant effect on the
Company's financial statements.

Flnancial Instruments

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, and
accounts payable and accrued liabilities. It is management's opinion that the Company is not exposed to
significant interest or credit risks anising from these financial instrurments and that the fair value of these
instruments approximates (heir camrying values. Al Juna 30, 2007 the Company held US$808,569 that is
exposed lo currency risk resulting from fuctuations in the prevailing exchange rates between the
Canadian and United States dollar.

Disclosure Controls and Procedures

Disciosure controls and procedures are designed to provide assurance that all relavan! information is
gathered ang reported to the senior management. which includes the Company's President and its Chief
Financial Officer, on a timely basis so that appropriate decisions can be made regarding public
disclosure. As of June 30, 2007, the Company's certifying officers, being the President and the Chief
Financial Officer, evaluated the effectiveness of the Company's disclosure controls and procedures.
Based on that evaluation, the certifying officers have concluded thal, as of June 30, 2007, the disclosure
controls and procedures were effective in providing reasonable assurance that information required to be
disclosed in the Company’s annual filings and interim filings (as such terms are defined under Mullilateral
Instrument 52-109 - Certification of Disclosure in issvers’ Annual and interim Filings) and reports filed or
submitted under Canadian securities laws were recorded, processed, summarized and reported within
the time periods specified by those laws and that material information was accumulated and
communicated to management of the Company, including the President and the Chief Financiat Officer,
as appropriate o allow timely decisions regarding required disclosure.

Internal Control over Financial Reporting

The Company's President and the Chief Financial Officer are responsible for astabiishing and maintaining
the Company's intemal controls over financial reporting in accordance with Multilateral Instrument 52-
109- Ceriification of Disclosure in fssuers’ Annual and Interim Filings of the Canadian Securities
Administrators. These intemal controls over financial reporting have been established as at December
31, 2006. There have been no changes in these controls during the quarter ended June 30, 2007 which
have materially affected, or are reasonably likely to materially affect, the Company’s internal ¢ontrols over
financial reporting.

Risk and Uncertainties

The business of expioration and mining is risky and there is no assurance that current explioration
programmes will eventually result in profitable mining operations. The recoverability of money spent on
the resource properties is dependent upon various factors. These include actually discovering a
potentizlly economic minerat deposit and then transiorming the deposit into ore reserves through a series
of stringent technical programmes. Following upon this is the ability of the Company to obtain all
necessary financings to complete the development of a property and place it into commercial production.
The Company must also raise funds for corporate and administrative expenses. While the Company has
been successful in the past at raising funds. there can be no assurance that it will continue 10 do $0.




The mineral industry is intensely competitive and there are inherent risks in all its phases. The Company
competes with other companies, many of which have greater financial resources and expefience. Metal
prices are volatile and cannot be controlled.

The Company has no mining operations and its mineral projects are at an early stage. It is therefore
exposad o many risks common to comparable companies, including undercapitalization, cash shortages
and limitations with respect to personnel, financial and other resources, and the lack of revenues.

The consolidated financial statements for the six-months ended June 30, 2007 have been prepared on
the basis of accounting principles applicable 10 a going concem, The assumption is that the Company will
continue in operation for the foreseeable future and will be able to realize its assets and discharge is
liabikties in the nommal course of operations. Excepting the quarters ended March 31, 2007 and
December 31, 2006, the Company has consistently reported operating losses. The Company has limitad
financial resources, no source of operating cash flow, and no assurances that sufficient funding will be
available to further explore and develop its mineral properly projects, or 1o cover the overhead cosls
necessary to maintain a public company.

The Company's exploration aclivities outside of Canada make it subject to foreign currency fluctuations
and this may affecl the Company’s financial position and results of operations. The Company does not
engage in currency hedging activities. It does maintain some funds in US dollar accounts until such time
as the funds are drawn upon.

The govemment of Perr has implemented a royalty scheme on mining operations. The Company
believes that this royalty does not impact significantly on operations at this stage of the Company's
development.

Approval

The Board of Directors of the Company has approved the disclosure contained in this interim MD&A, a
copy of which will be provided to any interested parties upon request.

Additional Information

The Company's publicly filed doguments are available on the Company’s website or on SEDAR at
www, sedar.com.

Cautionary Note

This document contains “forward-looking information”™ which may includa, bul is not limitad to, statements with respect
to the future financial or cperating performanca of the Corporation, its subsidiarias and its projacts, the fulure supply,
damand, inventory, production and grice of minerals, the estimation of mineral reservas and re sourcas, the realization
of minaral reserve astimales, the timing and amount of estimated future production, costs of production. capital,
operating and explorstion expenditures, cosis and timing of tha development of new daposits, cosis and timing of
futura axploration, requirements for additional capital, government regulation of mining operations, ervironmental
isks, reciamation expenses, tilfe dispules or claims, limitations of inswrance coverage and the timing and passibla
outcome of panding liligation and reguiatory matters. Often, bul not efways, forward-ooking statements can be
identified by the use of words su:h as p’ans “axpecis’, “is expected”, “budget’ "scheduled”, “estimates’,
“forecasts’, “intends”, ip "or lations {including negative variations) of such words and
pfrasas, or slate that oenam 8cr:ons, avenfs or resulls “may”, “could”, “would”, *might” or "wil” be taken, occur or be
athigved. Forward-fooking statements involve known and urknowrn nsks uncertalntias and other factors which may
causs the actual results, performance or achievarmants of the Corporation andhw its subsidiaries to ba materially
different from any fulure resulls, performance or achievements expressed or implied by the forward<ooking
statements. Such factors include, among others, general business, economic, compehitive, political and social
uncortaintios; the actual resuits of curent axploration activitias; etiusl rasulls of reclamation activiies; conclusions of
econamic gvaluations; changes in projact paremelars as plans continue o be refined; future prices of mineraly;
possibie variations of ore grade or recovery rates; failure of plant, equipment or processes o opersta as anticipated;
accidants, tabowr disputes and other risks of the mining industry, political instability, insurrection or wer, delays in
obtaining governmental approvals or financing or in the completion of davelopmen! or construction activibas.
Although the Corporation has ettampiad to identify important faclkors that could cause aclual aclions, avents or results
to diffar materialty from thase described i forward-flpoking stalements, there may be other factors that cause actions,
gvants or resulls to differ from those anticipaled, estimated or intanded. Forward-fooking stalements containad herein
are made as of tho date of this document and the Corporalion disclaims any obligation to updata any forward-looking
Satemants, whether as a rasult of new information, futire events or results or otherwise. There can be no assurance
that focward-dooking statements will prove fo be accurate, as actuad results and fulure events could differ malerisity
from thosa anticipaled in such statements. Accordingly, readers should not pace undue refiance on forward-looking
slatements.
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Gitennes

INTERIM CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2007

{Unaudited)

MANAGEMENT COMMENT

These interim consolidated financial statements for the three months ended March 31, 2007 of Gitennes
Exploration inc. have been prepared by management and have nol been subject lo review by the
Company's auditors.




Gitennes Exploration Inc.
Interim Consolidated Balance Sheets
{Unaudited)
Canadian Funds
As at As at
March 31 December 31
ASSETS 2007 2006
Current
Cash and cash equivalents $ 1,399,753 % 278,325
Accounts receivable (Note 11) 469,663 262,955
Prepaid expenses 7,250 5515
1,876,666 546,795
Mineral Proparties (Nots 4) 3,988,351 3,941,051
Plant and Equipment (vota 5 59,519 62,306
$ 592453 § 4,550,152
LIABILITIES
Curvent
Accounts payable and accrued liabilities (vote 8) $ 119,998 % 102,196
SHAREHOLDERS' EQUITY
Share Capltal (Mote ) 29,275,281 29,275,281
Contributed Surplus (Note to) 657,283 657,283
Deficit - Statement 2 (24,128,026) {25,484,608)
5,804,538 4,447 956
$ 5924536 % 4.550.152

Going Concern (Nots 1}
Commitment (Note 7)

ON BEHALF OF THE BOARD:

~lorry Blackwell” Director
Jerry D. Blackwell

“Ed Kimura”
Edmund T. Kirmura

,Director

- See Accompanying Motes -




Gltennes Exploration Inc. Statement £

Interim Consolidated Statements of Income (Loss) and Deficit
For the Three Months Ended March 31

{Unaudited)
Canadian Fund's
2007 2006
Expensos
Audit, accounting, legal and professional fees $ 43943 % 26,402
Amortization 32y 3,025
Filing, transfer fees and investor relations 45,389 79,929
Insurance 3,422 5,000
Interest and bank charges 1,175 707
Office rent, utilities and miscellaneous 21,066 34924
Salaries and benefits 55,877 60,872
Travel 4,842 7,908
Loss Before the Undernoted {178,841) (218,767}
Qther Income (Expense)
Foreign exchange gain (loss) {25,917) 2,062
General exploration {12,751) (6.504)
Interest and other income 1,359 2,561
Income from royally (Note 4) 40,118 -
Income from sale of rovalty (Nots 4 1,532,614 -
tncome (Loss) for the Period 1,356,582 {220.648)
Deficit — beginning of period (25,484,608) (24.738.010)
Deficit - End of Period $ (24,128,026) § (24 058 658)
Income {Loss) Per Share — Basic $ 003 § (0.0%)
Income [Loss) Per Share — Diluted $ 003 § (0.01)
Weighted-Avarage Number of Shares Qutstanding — Basic 41,579,231 37,328,231
Woeighted-Average Number of Shares Outstanding — Diluted 42,188,831 37,329.231

- Sea Accompanying Notes -




Gltennes Exploration Inc. Statement 3

Interim Consolidated Statements of Cash Flows
For the Three Months Ended March 31

{Unaudited)
Canadian Funds

2007 2006
Cash Flows from Operating Activities
Income (loss) for the period $ 1,356,582 § {220,648)
Rem nel affecling cash
Amortization 3127 3025
1,359,709 (217,623}
Changes in non-cash working capital items
Accounts receivable (206,708} 4,855
Prepaid expense {1,735} 7.491
Accounts payable and accrued liabilities 1,104 (5.898)
1,152,370 {211,175)
Cash Flows from Financing Activities
Net proceeds from issuance of common shares - .
Cash Flows from Investing Activities
Mineral property expenditures {30,602) (406,697)
Purchase of plani and equipment {340) (281)
{30,942) {406,978)
Increase {Decrease) in Cash and Cash Equivalents 1,121,428 (618,153)
Cash and cash equivalents - beginning of period 278,325 938,735
Cash and Cash Equivalonts - End of Pariod $ 1,399,753 § 320,582

Supptemantal Disclosure of Non-Cash Investing
and Financing Activities

Increase (decrease) in mineral property accounts payable 16,698 (55.966)

- See Accompanying Notes -




Gitannes Exploration Inc.

Notes to Interim Consolidated Financial Statements
March 3t, 2007

{Unaudited)
Canadian Funds

1. Going Concern

The Company, which is considered to be in the exploration stage. is in the process of exploring
several mineral properties in Peru and Canada. The Company has not yet determined whelher these
properlies CoOnain eCONOMIC reserves.

The business of mining and expleration involves a high degree of risk and there can be no assurance
that current exploration programs will result in profitable mining operations. The Company has no
ongoing source of revenue, and has significant cash requirements to meet its adminisirative overhead
and maintain its mineral interests. The recoverability of amounts shown for resource properties is
dependent upon several factors, inchuding the discovery of economically recoverable reserves, the
ability of the Company to obtain the necessary financing to complete the development of these
properties, and future profitable production or proceeds from disposition of mineral properties. Also,
the Company will have to raise additional funds for future corporate and adminisirative expenses and
to undertake further expioration and development of its mineral properties. While the Company has
been successful in the past at raising funds, there can be no assurance that it will be able lo do s¢ in
the future.

These consolidated financial statements have been prepared on a going concem basis, which
assumes thal the Company will be able to realize its assets and discharge its liabilities in the normal
tourse of business jor the foreseeabls future. These consolidaled financial siatements do not include
adjustments that would be necessary should the Company bé unable to continue as a going concem.

2. Accounting Policies
a) Basis of Consolidation

The accompanying unaudited intefim consolidated financial statements are prepared in
accordance with accounting principles generally accepted in Canada and inctude the accounts of
the Company and ils significant wholly-cwned subsidiaries, Caslle Keep Lid.. Tore intemational
Haldings L1d., Gitennes Exploraciones Peru S.A., Qromalqui Gold Corp., Minera Corimalqui S.A.
and Compania Minera Seis Rios S.A. All of the Coempany's wholly-owned subsidiaries are
accounted for under the purchase method.

b) Basis of Prasentation

The accompanying unaudited interim consolidated financial statements are prepared in
accordance with generally accepted accounting principles ("“GAAP") in Canada. They do not
inciude all of the information and disclosures required by Canadian GAAP for annuat financial
statements. In the opinion of management, afl adjustments considered necessary for fair
presentation have been included in these financial statements. These interim consolidated
financial statements follow the same accounting policies and methods of their application as the
most recent annual financial statements and should be read in conjunction with the Company's
consolidated financial statements including the notes thereto for the year ended December 31,
20086.

3. Financial Instruments

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, and
accounts payable and accrued liabilities. Unless otherwise noted, it is management's opinion that the
Company 5 not exposed 1o significant interest, currency or credit risks arising from these financial
instruments. The fair value of these financial instruments approximates their camying values, uniess
otherwise noted. At March 31, 2007, the Company heid currency totalling US$1,121,564, which is
exposed to cumency risk given fluctuations in the prevailing exchange rales between the Canadian
and United States doftars.




156 890C [ § OtLToE $ voi'ed $ GLi¥BF §  FIIP0R % 810T9e § 2002 'LE YR

[ - ZIR¥i G40 - PELE g0Z'¥T popad ey} Buunp samjpued s [F104
8039 - 0850 - - - [TH anue)
1% 4 - (4304 N - g1t SLE°L $OXB] JUBUILLAADD)
052 - . - - - 005°Z QSUBOK (BVOE (AN BUKIOIAIT
109'Z - - . - riL £08't fiwog
rIBOT . oL's SIE'P - rsL'z oze'LL ABotoel Bugneuc)
18} - - - - - I8t shessy
[J¥ ] - " - - 254 voEnELUPY
sAINEPUGdxE POLB]
- . - - $1800 Lojpsinbay
G0 Pe T [ § oo CEITLT S oLl § 988008 5 \GeeelT § Q00T 'VE M9quRsen
| [T 7] [2e) B RucA) ¥ nbeuni  ABoenon ]
W
epRUSD) ned

:$MO|I0} SR B4 Bo[IjAloe Auedosd [eseulw jo siejeg (e

sa|uadoid [eisu| ‘¥

8pun-{ LEIpEUBT)
(paupneury)

1002 °LE YIER

SIUDWIBIEIS [RIJURLIY PAJRPIIOSUCY WAU]| 0} S8JON
-au] vopRJoIdX] SBLUB}D




11050 € E] SOYZLF 3 tZoZe Z500¢ § OGIEEll S 9QZ1ef erroat’z  §

AEHO5E wEE L [ S8 0L 1861 1ire PL1LYCE

801 - [Z13 890 - - -

BLL'00 &L £85°C e 219 8Z0'SS

1Zo'ch - - - . 1zo'oL

=14 - - SEI'E

[iIN: 18 - - - OEHBLE

FHPED - - - - .} Lo

86260 oeE'L - oo €994 e 00048

91T - - - - 21 DEF'IZ

[-1%-1°] ¥4 - BEG'D

DYE B € s Z50LY § 63020 FITH § gLl $ Gslesl 3 SETeEYL $
TE10L ] ] QUL SUGAYD) T TbfEWn fegpawronl

BpeuEl) ulg

B800Z ‘1T yEN

paped ey) Buung seunipuedxe (E10]
anus
BOYE] WSWILAADD)
wiydoed
BEUSN [ROCH PUB [RRIGLILIORAUT
Buyug
B
ABojoets Bupinsuod
whesy
o geRy Py
RNy puRths PaLBjaG
#3300 UORENDSY

S00Z * 1§ sequienag

penumueD - (MO0} SB BIR Sojapoe Auedosd [eRuiw Jo speeq (B

penuued - saIUadosd BIBUIN P

SPUTLy LGIDELRD)
{paupneun)
L00Z ‘1€ YaIRW

SIUBWAIEIS [EIDURUIY PAIBPIIOSUCD WILIAjU| 0) SOION

ou| uopjeiodxy sauuayg




Gitennes Exploration Inc.
Notes to interim Consolidated Financial Statements
March M, 2007

(Unaudited)
Canadian Furkis

4. #ineral Properties - Continued

b)

<)

4

°)

9

Cumulative mineral costs are a3 follows:

March 31 December 31
Acquisition Exploration 2007 2006
Paru

Tucumachay § 400000 § 2412619 $ 2812619 § 2,788,351
Urumalqui 87,329 717,442 804,771 800,985
La Chivona 35.563 149,156 184,119 184,719
Titimina 9.456 73,6848 83,104 78,675
Other - 103,138 103,138 88,321

Canada
Rad, BC. - - - -

3 532,348 § 3456003 % 3,988,351 $ 3,941,051

Tucumachay, Peru

Undor a letter of intent dated June 30, 2004 with inmet Mining Corp. {"Inmet™} the Company
acquired a 100% interest in the 3,500-hectare Tucumachay property by issuing 1,000,000 shares
o Inmet (issued - 2004) and inCurring total exploraton expenditures of US$1,600,000 by
December 31, 2008 (incurred). The Cempany has served notice that it has eamed a 100%
interest in the property, and Inmet has acknowledged that the Company has met its eam-n
expenditure requirements.

Inmet may, at its option, regain a 60% interest in the property by spending three limes the amount
of the Company’s investment once the Company has drifled 12,000 metres.

Urumalgqui, Peru

The Company owns a 100% interest in the Urumalqui project, which is situated in north-central
Peru.

La Chivona, Paru
The Company acquired, by staking. a 2,600-hectare properly near tha coasial city of Chiclayo.
Titimina, Peru

The Company has acquired, by staking, a 3.800-hectare properly adjacent in part to lhe
Tucumachay property.

Rio Seco, Paeru

The Company acquired, by staking, the Rio Seco property in 1999, It is located 300 kilometres
north of Lima, near the Pan American Highway. As the Company had no plans to explore the
property during 2006, the camying value was written-down to a nominal value as of December 31,
2005. -




Glitennes Exploration Inc.
Notes to Interim Consolidated Financial Statements
March 31, 2007

{Unaudiled)
Canadian Funds

4. Mineral Properties - Continued

h} Red, B.CC., Canada

By an agreement dated September 3, 2004, the Company had an option to acquire a 100%
interest in the Red property, located in north-central British Columtia. Under the terms of the
option, the Company paid $50,000 cash, issued 100,000 shares and incurred $100,000 in
exploration expenditures. The Company could, at its option, make additional yaarly cash and
share payments before July 15, 2008 that total an additional $150,000 and 150,000 shares. On
Aprit 15, 2005, the Company emtered ino an agreement with Buffalo Goldg Ltd. ("Buffalo”)
whereby Buffalo could eam a 60% interest in the property by paying the Company $30,000 cash
{received) and committing to incur $200,000 in exploration expenditures by April 15, 2008, with
the option of incurring cumulative expendilures totalling $600,000 before April 15. 2007
(incurred). On June 6, 2006, Butfalo advised the Company that it was not going to proceed with
its option. On July 12, 2006, the Company advised the owners thal it did not intend to exercise its
option and returned the property. Accordingly, the Company wrote off all expenditures incurred on
the property.

Other Propertios

The Company has staked various claims in Peru, all of which are held 100% by the Company.
Individual, segregated exploration expenses will be shown for lhese properties if and when
significant costs are incurmed exploring ong or more of the daims.

Yirgen, Paru

During the year ended December 31, 2001, the Company sold its interest in the Virgen property.
Pursuant fo Lhe terms of the sale agreement, the Company retained a 2% net smeller retum
royalty, payable when aggregate gold production from the property exceeded 145,000 ounces.
The Company received notice from the operator of the Virgen Ming that gold production had
reached the threshold of 145,000 ounces on May 16, 2006, Accordingty, the Company’s 2% nel
smelter returm royatty became effective, with payments (o be received every six months.

As al December 31, 2006, the Company had received and accrued a total of $348,124 due under
Ihe royalty agreement. This amount represents the Company's production royalty payment, net
of taxes, for the period May 16 to November 16, 2006. The Company recognized an additional
$73.183 in royalty revenue receivabile for the period November 17 to December 31, 2006.

During the current period, the Company recognized an additional $57,274 in royalty revenue
receivable for the period January 1 to February 6, 2007 and paid tees of $17,156. On February
6, 2007, the Company agresd 1o selt its interesl in the royalty for US$1,500,000. The Company
paid a fee of US$75,000 in respect of the sale for net proceeds of $1,663,071. As a condition of
the sale, the Company agreed to forego the receipt of all royalty income accruing under the
royalty agreement after November 18, 2006. Accordingly, the Company has offset accrued
royalty income of $130,457 against the income from the sale of the royalty for net income from
the sale of $1,532,614.




Gitennes Exploration Inc.
Notes to Interim Consolidated Financial Statements
March 31, 2007

{Unaudited)
Canadian Funds

5. Plant and Equipment

Details are as follows:
March 31 December 31
2007 2006
Accumulated Net Book Net Bock
Cost Amortization Value Vatue
Computer equipment $ 93,495 % 75,347 13,148 § 19,103
Fumiture and fixuras 81,682 61.263 20,419 21,493
Equipment 454861 24,509 20952 21,710
3 220638 § 161,119 59,519 _$ 62,306
6. Share Capital
a) Details are as follows:
Authorized: An unlimited number of commeon shares without par vatue
Issued and outstanding:
March 31, 2007 March 31, 2006
Sharas Amount Shares Amount
Balance - beginning of period 41,579,231 § 29,275,281 37326231 & 2827207
Exercise of stock options - - - -
Exercise of warrants - - - -
Balance — end of period 41,579,231 § 29,275,281 37,329.231 & 28272076
b} Contributed Surpius
Details are as follows:
2007 2006
Balance — beginning and end of period $ 657,283 3% 657,283

¢) Stock Options
The Campany has a fixed stock option plan. Under the terms of the plan, the Company may grant
options to its directors, employees, and other senvice providers up to 4,800,000 shares. The
Board of Directors determines the exercise price per share and the vesting period under the plan.

During the periods ended March 31, the change in stock options outstanding was as follows:;

2007 2006

Options outstanding - beginning of period 3,905,000 3,805,000
Granted - B
Forfeited - -
Exercised - -
Options outstanding - end of period 3,905,000 3,905,000




Gitannas Exploration Inc.

Notes to Interim Consolidated Financiat Statements
March 3%, 2007

{Unaudited)
Canadian Funds

6. Share Capital - Continved
c) Stock Options - Continued

Details of the stock options outstanding at March 31 are as follows:

2007 2006 Exercise Price Expiry Date
900,000 §00,000 $0.15 Qctober 1, 2007
370,000 370,000 $2.80 March 30, 2008
520,000 520,000 $0.13 May 4, 2008
730,000 730,000 $0.355 April 21, 2009
180,000 180,000 $0.40 July 21, 2009
525,000 525.000 $0.47 Apxil 1, 2010

80,000 80,000 $0.30 November 10, 2010
400,000 400.000 50.40 March 9, 2011
200,000 200,000 $0.47 March 18, 2015

3.905.000 3,905,000

All options outstanding at March 31, 2007 have vested.

The weighted average exercise price of the stock oplions ocutstanding at March 31, 2007 is $0.54
and the weighted average remaining contract life of the options is 2.14 years,

d) Stock-Based Compensation

During the periods ending March 31, the Company issued no stock options 10 is directors,
officers or employees.

e) Warrants

At March 31, the following warrants were outstanding:

2007 2006 Exercise Price Expiry Date

- 1664.600 $0.55 May 18, 2006

- 171,610 $0.55 May 18, 2006

2,500,000 2,500,000 $0.50 June 4, 2007

123,500 123,500 $0.50 June 4, 2007
4,250,000 - 50.30 August 31, 2007
273,000 - $0.30 August 31, 2007

7,146,500 4,459,710

7. Commitment

The Company has an agreement to lease office space untit October 31, 2010, wilh a net annual lease
commitment of approximately $24,408.




Gitannas Exploration tnc.
Notes to Interim Consolidated Financial Statements
March 31, 2007

{Unaudited}
Canadian Funds

8. Related Party Transactions
During the period, the Company incurred $14,699 (2006 - $8,302) in fegal fees paid 10 a law firm in
which a direcior of the Company is a partner; accounts payable and accrued liabilities includes
$15,581 (December 31, 2006 - $3,170) payable 1o this firm.

The law firm charges the Company the same rates as it does for its other clients.

9. Income Taxes

The Company operates in savera! tax jurisdictions and is subjecl to varying rates of taxation, In
addition, the Cornpany has various non-gapital tax losses and deferred exploration expenditures that
are available for carry forward to reduce taxable income of the current and future years. Details of
income tax expense for the period are as follows:

2007 2006

Income {loss) betore incoma taxes for

accounting purposes $ 1,356,582 - {220,648)
Adjustments for differences between accounting

and taxable incomae:

Amortization 2,030 3025

Unrealized foreign exchange {gains)losses (41,9371 {5.971)
Consotidated loss for tax purposes 1,346,675 {223.594)
Tax rate 1% MH.1%
Expected tax expense (recovery) for the period 459,216 (76,246)
Reductions in tax {recovery) due to:

Foreign income at different tax rates 2,132 1,770

Application of tax toss camry-forwards (461,348)

Valuation allowance - 74,476
Tax expense {recovery) for the pened 3 - 5 -

Future income laxes reflect the net effects of temporary differences between the carrying amount of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.
The significant compenents of the Company’s future income tax assets as at December 31, 2006 are

as follows:

Non-capital loss carry-forwards H 3,137,247

Mineral property expenditures 1,491,194

Property. plant and equipment 69,131

Other 26 865
4,724 437

WValuation allowance {4,724 437)

s .

The Company's Canadian non-capital loss carry-forwards expire between 2007 and 2016 while the
Canadian exploration expendilures may be camied forward indefinitely. The losses available to the
Company in Pery expire four years after the attainment of profitable commercial ¢perations in Pany.




Gitennes Exploration Inc.
Notes to Interim Consolidated Financial Statements
March 31, 2007

(Unaudited)
Canadian Funds

10. Segrnanted Information

The Company’s business consists of mineral exploration and development. Details on geographic

segments are as follows:

Income Capital Capital Identifiable
March 31, 2007 {Loss) Expenditures Assets Assets
Canada $ 1417590 § - § 38,566 § 1.876,113
British Virgin Islands {29) - - 3,097
Peru {60,979} 47,640 20,953 4,045,326
Total 5 1,356,582 % 47,640 § 59,519 § 5,024,536

Income Capital Capital identifiable
March 31, 2006 {Loss} Expenditures Assels Assets
Canada $ (170,754) % 1,356 § 32,247 § 655,007
Brilish Virgin Islands - - - 21,950
Pary {49.884) 349,656 25,240 3.374.694
Total $ {220648) $ 351,012 $ 57,487 § 4,051,651

11. Subsequent Events

Subseguent to March 31, 2007 the company received the remaining cash payments (US$400,000}
payable under the Virgen royalty sales agreement dated February 6, 2007.




GITENNES EXPLORATION INC.
MANAGEMENT DISCLSSION AND ANALYSIS
FOR THE THREE-MONTH PERIOD ENDED MARCH 31, 2007
May 11, 2007

This Management Dis¢ussion and Analysis supplements, but does not form part of, the unaudited consolidated
financial statements of the Company and the notes thereto for the period ended March 31, 2007. Consequently,
the intormation set torth below should be read in conjunction with the unaudited consolidated financial statements
for the period ended March 31, 2007 and refated notes therein, which have been prepared in accordance with
Canadian generalty accepted accounting principles.

Additional information, including the audited consclidated financial statements, and the notes thereto, for the year
ended December 31. 2006, can ba found on SEDAR at www sedar.com.

Description of the Business

Gitennes Exploration Inc. {the “Company”) is in the business of expioring for mineral deposits in Per) and
Canada. The Company acquires properties directly by staking or through option agreements with prospectors or
other exploration companies. The Company is also commitied (o developing new projects through regicnal
reconnaissance, property examinations and by liaison with a network of industry contacts. None of the properties
that the Company curently owns or holds under oplicn have been adequately explored 1o prove the existence of
ore reserves.

Overview

The Company's primary focus is the exploration for gold and silver deposits, foltowed by copper, zinc and other
base metals. During the year ended December 31, 2005, and continuing through the period ending March 31,
2007, the Company undertook field programmes at the Tucumachay project in Central Pend, which included 38
core difl holes and 28 raverse circulation drill holes. The Tucumachay project is subject to a Istter of intert dated
June 30, 2004 with Inmet Mining Corp, {“Inmet"). The Company also explored ils 100%-owned Titimina property,
located in the same belt as Tucurnachay. During the period, the Company also conducted additional work on its
Urumalqui property preparing for a possible resumnption of gnlling, and conducted a prefiminary geological
mapping and rock sampling programme at its TotoRoko property, both in Peru,

During the year ended December 31, 2006, the Company was informed by the operator of the mine at La Virgen
that gold production had exceeded 145,000 ounces on May 16, 2006. Accordingly, the Company’s 2% NSR
Royaity became eflective, to be paid every six months. On February 6, 2007, the Company sold its interest in the
royalty for US$1,500,000 (see “Properties - Virgen Royatty™.

During the year and (o the date hereof, the Company issued the following news refeases:

April 16, 2007 Gitennes Update on Peru Copper-Silver Project

February 21, 2007 Gitennes Exploration - Tucumachay, ToloRoko & Royalty Updates
February 9, 2007 Gitennes to Sell Royalty Interes! for US$1,500,000

December 21, 2006  Gilennes Receives Initial Royalty Payment

November 23, 2006 Gitennes - Alpha Zinc IP Survey Update

November 2, 2006 Gitennes Exploration - Progress Report

September 1, 2006  Gitennes Exploration - Private Placement Closed

August 11, 2006 Gitennes Exploration - Private Placement & Corporale Update
May 30, 2006 Additional Zinc Results from Tucumachay Project

May 9, 2006 Gitennes Announces Private Placerment

April 18, 2006 Exploration Expands Gitennes Alpha Zing Target




Ovorall Performanco
Unless noted otherwise, ai figures are in Canadian dollars.

Tha Company’s cumulalive resource property costs to March 31, 2007 were $3,988,351, which is up from the
cumulative balance of $3,841,051 as at December 31, 2006, The increase for the period includes current
additions of $47.300 in expenditures, 524,268 of which was incurred on the Tucumachay properly (see "Resulls
of Operations™).

The Company recognized net royalty income of $40,118 for lhe quarter and income from the sale of the royalty of
$1,532.614 during the guarter. This resulted in net income of $1.356,582 for the quarter ended March 31, 2007,
which compares {0 a loss of $220,648 for the quarter ended March 31, 2006 (see "Results of Qperations?).

Financtal Data for the Last Eight Quarters

Quarter Endied Mar 31, Dec M, Sept 20, Jun 30, Mar 3, Dwc 31, Sepd 30, June 30,
2007 2006 2006 2006 2000 2008 2005 20035
Total revenues $ -8 -1 8 -8 -1 8 | § -8 - | % -
Loss batore the under-noted $210.150) | $(170.668) | $(154.701) | ${208,150} | ¥220,648) | ¥173.470) | ${185.208) ${254.211}
Wris-down: of minersl
proparties - - 13058 .| (z67.308) | {55.354) .
Income frem royalty 40,118 421,307 . - - . . -

Incme trom sale of royaly 1,532,014

incorme (loas) for the quarter $1.350582 | 5 250843 | ${154,791) | $(821,808) | $(220.048) S(440, 776} | $(240,502) | H254.211)

Lrcorme (loss) per shans -
basic 3 003 | % el |$ (000)(s (oo2pls (oonml| % {001 $ (001 | % (0.01)

Ingome (k08s) pes share —
dikted s o003|$ o0o1|s (ooo|s (oon|s fon|s (Eey|s (0o1)|F @0l

The Company has no ongoing source of operating revenue. In addition to the normal expenses associated with its
exploration and administrative activities, the Company had certain infrequent or non-recurring transactions that
produced significant variances in its operating results.

During the quarter ended December 31, 2006, the Company received and accrued income from the Virgen royatty
{see "Properties - Virgen Royally”) of $421,307, which represents the first such income derived from this asset.
The Company accrued an additional $40,118 in net royaity income during the quarter ended March 31, 2007, and
it also recorded income from the sate of the royalty in the amount of $1.532.614. During the quarter ended June
30, 2006, the Company recorded a writa-down of $413.658 upon abandoning ihe Red propery (Brtish Columbia)
that was subjec! lo an option agreement. The Company wrote off costs of $267,306 during the quarter ended
December 31, 2005 relating to Rio Seco {Perd). Additional significant items include non-cash stock-based
compensation of $305,929 recorded in the quarter ended March 31, 2005. General exploration and certain other
expenses decraased in the first hall of fiscal 2006 as the Company conserved funds and focused mainly on it$
Tucumachay and Titimina properties. The expenses for the firs{ and second quarlers are traditionally higher than
for the other quarters due to the costs of the Company's annual filings, preparation of annuat general meeting
materials, and increased sharehokder information ¢osts, which are not experienced in the other quarters.

Adter factoring in the effect of the royalty income and other non-recurring items, which are an inherent part of the
mineral exploration industry, all other operating resulls remain reasonably consistent among the quarters
presanted.

Rasuits of Operations

Expensas

A summary of the Company's significani expense itlems for the quarters ended March 31 follows:

2007 2006
Audil, accounting, legal and professional lees H 43943 § 26,402
Filing, transfer fees and investor relations $ 45389 § 79929
Office rent, utilities and miscellaneous ] 21066 § 34,924
Salaries and benefits 13 55877 % 60,872
Income from royalty $ 40,118  § -
Income from sale of royalty H 1,532,614 $ -




Audit, accounting, legal and professional fees for 2007 increased relative to those of the prior year's quarier due
mostly to an increase in audit costs and some additional legal wark relating ta statutory filings.

Filing, transfer fees and investor refations expenses were higher in 2006 due to increased investor relations and
promational expenses incumed in the previous year, which were not experienced to the same degree in the
current period.

Office rent, ulilities and miscellaneous costs for the quarter ended March 31, 2007 are tower than those of the
prior year's quarter as the Company moved to redyce costs and overhead.

Salaries and benefits ¢an vary depending upon the amount of time allocated for cerain employees between
exploration projects and general and administrative duties. For the period ended March 31, 2007, salaries and
benefits were relatively consistent with the prior period.

The royalty income and the income from the sale of the royalty were not applicable in the comparative quarter
(see "Properties”).

Properties

The Company has four mineral projects in Peri and one mineral project in Canada. Work is supervised by
J. Blackwell, P.Geo., J. Foster, P.Geo., and Alvaro Femandez-Baca, P.Geo., qualified persons as defined in
National Instrument 43-101. Information on the Company’s main projects is as follows:

Tucumachay Property

The Tucumachay property is located in the Andes Mountains of central Peni. On June 30, 2004 the Company
signed a etler-of-intent with Inmet (the “Tucumachay Agreement”), under {he terms of which the Company had an
option to eam a 100% interest in the property. During the year ending December 31, 2006, the Company served
notice that it had earned a 100% interest in the property. and Inmet has acknowledged that Gitennes has met its
eam-in expenditure requirements. Inmet now has the oplion to regain a 60% interest in the property by spending
three times the amount of the Company's investment. Inmet's option must be decided once the Company has
drilled 12,000 metres.

During the year ended December 31, 2006 and continuing to March 31, 2007 the Company completed both
reconnaissance and grid soil geothemical and rock sampling programmes, IP and VLF-EM grid geophysical
surveys, and three drill programmes totalling 38 core holes and 28 reverse circulation hotes. Total metres drilled
stand at 5,294 metres. Results continue to be favourable and indicate the occurrence of a near-surface zone of
mineralization in the La Nariz area that warrants continued exploration. The Company maintains a minimal camp
at site and continues its environmental assessments of the property and region, and is active in several local
community initialives. The Company has reduced it overall level of activity at the property owing fo unusually
severe weather during November to early April.

Cumulative exploration expenditures to March 31, 2007 are $2,812,619. This includes $400,000 in acquisition
costs recorded during the year ended December 31, 2004 upon the issuance of 1,000,000 shares from treasury
with a vafue of $0.40 per share, as required by the terms of the Tucumachay Agreement.

Titimina Property

The Company owns a 3,800 hectare property adjacent to the westermn and northern portions ¢f the Tucumachay
property. Tilimina covers extensions to the same geological formations that host mineralization at Tucumachay.
Several showings have been found en the Titimina property, the mast important of which is the Alpha zinc target,
consisting of a large area of carbonate-hosted zinc - lead - silver mingralization. During the year ending
Decemnber 31, 2006 and the period ending March 31, 2007, the Company completed geological mapping, surface
sampling and four lines of induced polarization geophysical surveys. Results are favourable and suggest
additional work, including drilling, is warranted.

Cumulative expenditures to March 31, 2007 are $83,104.




Urumalqui Property

The Companys 100%-held Urumalqui property is a sitver-gold prospect situated in north-central Peru. The
property was explored during 2003 and 2004 in join venture with Meridian Gold Inc. Work inctuded geophysical
and geological surveys and two diamond drill programmes. On June 17, 2005, the companies terminated the
agreement and the Company assumed 100% of the assets of the joint venture, which included the Urumalqui
mineral claims. The Company has applied for a permit to continue driliing at the property and is awaiting
approval. During the period ending March 31, 2007 the Company updated its socioeconomic database of the
various communilies in the project area, renewed land use agreements and completed additional geological
mapping aimed at gvaluating new ideas on the exploration potential of the property.

Cumulative expenditures 1o March 31, 2007 are $804,771.
La Chivona Property

The Company has a 100% interest in La Chivona, located in north-coastal Perd. There was minimal exploration
activity on the property during the year. Cumulative expenditures to March 31, 2007 are $184,719.

Rio Seco Property

This property is located in coastal, central Perd. The Company has written this property down to a nominal value,
however. il intends to maintain the claims in good standing.

Red Property

By an agreement dated Soptember 3, 2004, the Company had an option fo acquire a 100% interest in the Red
property, located in north-central British Coturnbia. Under the terms of the option, the Company has paid $50,000
cash, issued 100,000 shares and incurred $413,658 in exploration expenditures. ©On April 15, 2005, the Company
entered into an agreement with Bufialo Geld Ltd. ("Buffale"} whereby Buffale could eam a B60% interest in the
praperty by paying the Company $30.000 cash (received) and committing 1o incur $200.000 in exploration
expenditures by April 15, 2006, with the option of incurming cumulative expendifures totalling $600,000 befare April
15, 2007. Thereafter, exploration of the Red property would have been co-ordinated under a joint venture {Buffalo
60% / Gitennes 40%).

In October 2005, Buffalo completed 626 metres of driling on the property. Two of these holes retumed intervals of
copper-gold mineralization similar to those encountered in previous drifling programmes.

On June 6, 2006, Buftalo advised the Company that it was not going to proceed with its oplion. Subsequently, on
July 12, 2008, the Company advised the cwners (hat it did not intend to exercise its option and was returning the
property. Accordingly, the Company wrote off all expenditures inturred on the property during the quarter ending
June 30, 2006,

Virgen Royalty

During the year ended December 31, 2001, the Company sold its interest in the Virgen property. Pursuant to the
terms of the saie agreement, the Company retained a 2% net smelter return royalty, payable when aggregate
gold production from the property exceeded 145,000 ounces. The Company received notice from the operator of
the Virgen Mine that gold production had reached the threshold of 145,000 ounces on May 16, 2008. Accordingly,
the Company’s 2% net smelter royalty became effective, with payments to be received gvery six months.

As at Dacember 31, 2006, the Company had received and accrued a total of $348,124 due under the royalty
agreement. This amount represents the Company's praduction royatty payment, net of taxes, for the period May
16 to November 16, 2006. The Company recognized an additional $73,183 in royalty revenue receivable for the
period November 17 to December 31, 2006.




During the current period, the Company recognized an additional $57,274 in royalty revenue receivable for the
period January 1 to February 6, 2007 and paid fees of $17,156. On February 6, 2007, the Company agreed to
sell its interest in the royaity for US$1,500,000. The Company paid a fee of US$75,000 in respect of the sale for
net proceeds of $1,663.071. As a condilian of the sale, the Company agreed 1o forego the receipt of all royally
income accruing under the royally agreement after November 16, 2006. Accordingly, the Company has offset
accrued royalty income of $130,457 against the income from the sale of the royalty for net income from the sale of
51,532,614,

Other Properties

The Company has staked and conducted preliminary exploration of various 130% owned prospective mineral
claims located in Per. Total costs as al March 31, 2006 are $103,138.

One ¢laim group that appears (o be of potential interest is the TotoRoko Property located in west, southem Peru.
Tha Propeny was acquired by staking during the year ending December 31, 2006 and has been increased in size
and prospected during the period ending March 31. 2007. Preliminary geclogical rmapping. rock and stream
sediment sampling indicate that copper-silver and gold mineralization occurs in outcrop over a possible length of
3.500 metres within a volcanic uni that is 10 to 50 metres thick. An expanded exploration programme is planned
for the property starting in 1ate May, 2007,

Liquidity

The Company’s cash and cash equivalents increased by §1,121,428 during the quarter, which is due to the cash
provided by operating activities exceeding the cash used in invesling activities for the period. As at March 31,
2007, cash and cash equivalents totafled $1,399,753 compared to $278,325 at December 31, 2006. Working
capital as at March 31, 2007 totalled $1,756,668, compared to working capital of $444 599 at Decemnber 31, 2006.
The Company has a five-year operating lease for its office premises and storage space in Vancouver that expires
on Cctober 31, 2010, The current monthly fee is $2,034 plus operating expenses. In Lima, Pen), the Company’s
affiliates lease office space for LIS$1,120 per month on a rental agreement that is renewed semi-annually.

Capital Resources

As at the date hereof, the Company has met the current tenms of its option agreernents and, given the proceeds
from the sale of its royally interest, considers its capital resources to be sufficient to meel its operating pverhead
for the ensuing year.

Off-Balancg Sheet Arrangoments

The Company had no off-balance sheel arangements al March 31, 2007 or at the date hereof,

Transactions with Related Parties

During the quarter ended March 31, 2007, the Company Incurred $14,699 (2006 - $8,302) in legal fees and
disbursemenis paid to a law firm in which a director of the Company is a pariner; accounts payable and accrued
liabilities inctudes $15,581 (2005 - $3,170) payable to this firm,

Outstanding Share Data

The authorized capital of the Company consists of an unlimited number of cormmon shares withoul par value. As
of March 31, 2007 and the date hereof, the number of issued and outstanding commen shares was 41,579,231
(52,630,731 on a diluted basis).




The Company has a fixed stock option plan. As &t March 31, 2007, there wera 3,905,000 stock options granted to
directors, officers and employees of the Company and its affiliates as follows:

QOptions

Outstanding Exercise Prica Expiry Date
900,000 $0.15 October 2, 2007
370,000 $2.80 March 31, 2008
520,000 $0.13 May 4, 2008
730,000 50,355 April 21, 2008
180,000 $0.40 July 21, 2009
525,000 $0.47 April 1, 2010

50,000 $0.30 November 10, 2010
400,000 $0.40 March 12, 2011
200,000 047 March 18, 2015
3,905,000

Al March 31, 2007, warrants to purchase the following shares were outstanding:

Shares Exercise Price Expiry Date
2,500,000 $0.50 Juns 4, 2007
123,500 $0.50 June 4, 2007
4,250,000 $0.30 August 31, 2007
273000 $0.30 August 31, 2007
7,146,500

Subsequent Events

Subsequent to March 31, 2007 the company received the remaining cash payments {U5%$400,000) payable under
the Virgen royalty sales agreement dated February 6, 2007.

Critical Accounting Estimates
Stock-based Compensation

The Company has adopted the recommendations of CICA Handbook Section 3870, “Stock-Based Compansation
and Other Stock-Based Payments,” which requires that all stock-based awards made 1o employees and non-
employees be measured and recognized using a fair vaiue based method. The Company uses the Black-Scholes
Option-Pricing Model 1o estimate stock-based compensation.

Changes in Accounting Policies

Efteclive 1 January 2007, the Company adopted the recommendations of CICA Handbook Section 3855,
Financial Instruments - Recognition and Measurement, Section 1530, Comprehensive Income and Section 3865,
Hedges. These sections provide guidance on the recognition and valuation of certain types of financial
instruments. The adoption of these new slandards had no significant effect on the Company's financial
stalements.

Financial Instrumants

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable, and accounts
payable and accrued liabilies. It is management’s opinion that the Company is not axposed to significant interest
or credit risks arising trom these financial instuments and that the fair value of these instruments approximates
their carrying values. Al March 31, 2007 the Company held US$1,121,564 that is exposed lo currency risks that
might resuft from fluctuations in the prevailing exchange rates between the Canadian and United States gollar,




Disclosure Controls and Procedures

Disclosure controls and procedures are designed to provide assurance that all relevant information is gathered
and reported to the senior management, which inctudes the Company's President and its Chief Financial Cfficer,
on a fimely basis so that appropeiate decisions can be made regarding public disclosure. As of March 31, 2007,
the Company's certifying officers, being the President and the Chief Financial Officer, evaluated the effectiveness
of the Company's disclosure conirots and procedures. Based on lhat evaluation, the certifying officers have
concluded that, as of March 31, 2007, the disclosure controls and procedures were effective to provide
reasonable assurance that information required to be disclosed in the Company's annual filings and interim filings
(as such ferms are defined under Multilateral Instrument 52-109 — Certification of Disclosure in Issuers’ Annual
and interim Filings) and reports filed or submitted under Canadian securities laws were recorded, processed,
summarized and reported within the time periods specified by those laws and thal material information was
accumulated and communicated to management of the Company, including the President and the Chief Financial
Officer, as appropriate to atiow timely decisions regarding required disclosure.

Internal Control over Financial Reporting

The Company's President and the Chief Financial Officer are responsible for establishing and maintaining the
Company's intemal controls over financial reporting in accordance with Multitatera! Instrument 52-109-
Certification of Disclosure in Issuers’ Annual and Interim Filings of the Canadian Securities Administrators. These
internal controls over financial reporting have been established as at December 31, 2006. Thera have been no
changes in these controls during the quarter ended March 31, 2007 which have materially affected, or are
reasonably likely to materially affect, the Company's intemal controls over financial reporling.

Risk and Uncertainties

The business of exploration and mining is risky and there is no assurance that cument exploration programmes
will eventually result in profitable mining operations. The recoverability of money spent on the resource properties
is dependent upon varicus factors. These include actually discovering a potentially economic mineral deposit and
then transforming the deposit into ore reserves through a series of stringent technical programmes. Following
upon this is the ability of the Company to obtain all necessary financings to complete the daevefopment of a
property and place it into commercial production. The Company must also raisa tunds for corporate and
administrative expenses. While the Company has been successful in the past at raising funds, there can be no
assurance thal it will continue to do so.

The mineral industry is intensely compatitive and there are inherent risks in all its phases. The Company
competes with other companies, many of which have greater financial resources and experience. Metal prices are
volatile and cannot be controlled.

The Company has no mining operations and its mineral projects are at an earty stage. It is therefora exposed to
many risks common o comparable companies, including undercapitalization, cash shortages and kmilations with
respect to personnet, financial and other resources and tha lack of revanues.

The consolidated financial statements for the year ended December 31, 2006 have been prepared on the basis of
accounting principles applicable to a going concem. The assumption is that the Company will continue in
operation for the foreseeable future and will be able o realize its assets and discharge ils fiabilities in the normal
course of operations. Excepling the quarters ended March 31, 2004 and December 31, 2006, the Company has
consistently reported operating losses. The Company has limited financial resources, no source of operating cash
flow, and no assurances that sufficient funding will be available to further explore and develop its mineral property
projects, or & ¢cover the overhead costs necessary to maintain a public company.

The Company’s exploration activities outside of Canada make it subject to foreign curmency fluctuations and this
may affect tha Company’s financial position and results of operations. The Company does not engage in currency
hedging activities. It does maintain some funds in US dollar accounts untit such time as the funds are drawn upon.

The government of Perlt has implemented a royalty scheme on mining operations. The Company believes that
this royalty does nolt impact significantly on operations at this stage of the Company's development.




Approval

The Board of Directors of the Company has approved the disclosure contained in this Interim MD&A, a copy of
which will be provided lo any inerested parties upon request.

Additional Information

The Company's publicty filed documents are avaitable on the Company's website or on SEDAR at
www.Sedar.com.

Cautionary Note

This document contains “forward-fooking information” which may inciude, but is not kimited o, statements with respacl to the
fure financial or operating performance of the Corporation, its subsidianes and ils projects, the futwe supply, demarnd.
inventory, production and price of minerals, the estimation of mineral raserves and resources, the reslization of mineral
raserve eslimalas, the timing and amouni of estimated futura production, costs of production, capital, operaling and
exploration expenditures, costs and timing of tha develapment of new daposits, costs and timing of future exploration,
raquirements for additional capital, government regulation of mining operations, environmental risks, reclamation axpenses,
title disputes or claims, limitations of insurance coverage and the Uming and possible cutcome of pending litigation and
requiatory matters. Often, but ot aiways, forward-looking statemants can be identified by the use of words such as “plans’,
“axpacis’, “is expecied”, *budget”, "schedufad”, “estimates “forecasts”, "infands’, "enlicipates’, or "belisves” or vanations
{inciuging negaltive variations) of such words and phvases, or state that cortain actions, avents or rasults “may’, “could”,
“would", “might” or “will" be taken, occur or be achioved. Forward-ooking statements involve known and unknown risks,
wiicarlaintios and other factors which may cause ihe actual resulls, performanca or achisvernents of the Corporation and/or its
subsidiarias to be materighy different from any future results, performance or achisvernants exprassed or implied by the
forward-looking staternents. Such faclors includa, emong others, ganersl business, aconomic, competitive, political and social
uncertainties: the actual rasults of cument explorgtion activiies; aciual resulls of reclamation aclivities; conclusions of
aconomic evaluabons, changes in project parameters as plans continue o be refined; future prices of minerais; possible
variations of ore grade o recovery rates; failure of plan, equipment o procasses to operale as anticipated; aceidents, labow
disputes and other risks of the mining industry; political instability, insuTection or war, delays in obtaining governmantal
appovals or fingncing or in the completion of devefopment or construction activites. Although the Corporation has attempted
to identify important factors that could cause actual ections, avants or resulls o differ materially from those dascribed in
forward-looking statements, there may b other faclors that cause actions, avents or rasults fo differ from thase anticipatad,
estimated o Intended. ForwardJooking stalements contained heraln are made as of the dale of this documant and the
Covporation gisclaims any obligation fo update any forward-ooking stataments, whather as a result of naw information, future
events or resutts or otherwise. There can be no assurance that forward-looking statoments will prove to be accurata, as actual
rasults and futwa events could differ matenally from lhose anticipated in such statamenis. Accordingly, readers should not
place undue reliance on forward-looking stataments.
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GITENNES’ TOTOROKO COPPER-SILVER-GOLD PROJECT - UPDATE

Vancouver, July 30, 2007; Gitennes Exploration Inc. (TSX-GIT) is pleased to report that on-going
exploration at the Company's TotoRoko Property continues to return highly encouraging results.
Highlights include:

- New zones of copper, gold and silver mineralization found;

- Cantafa, a cross-cutting silver-gold structure, returning up to 1,230 g/t silver and 3.26 g/t gold;

- Lomas Orjo, a further extension of the zone of outcropping secondary copper mineralization to
the southeast;

- Multiple parallel zones of alteration, mineralization and brecciation found, target width increases.

Mineralization at TotoRoko spatially associated with igneous intrusive rocks that occur along major faults
related to the continent-scale Incapuquio (Peru) — West Fissure (Chile) fault. A 4,500-metre long,
northwest-striking panel of strongly magnetic, metasomatized and altered Jurassic-age Guaneros
Formation and younger intrusive rocks is host to stockwork and disseminated copper-silver-gold
mineralization {(oxidized after primary sulphide minerals). These panels are also cut obliquely by narrower
silicified and barite-rich vein-like structures mineralized with gold and silver (Cantafia). The relationship
between the two differing styles of mineralization is not certain. However it is possible that they are both
related to a highly evolved, concealed porphyry system at depth.

Exploration is focusing upon the south-eastern 2,200 metres of this mineralized panel where
mineralization and alteration is strongest. Here, two areas of copper-bearing basaltic andesite flows,
andesitic tuffs and breccias, and diorite intrusive rocks are being mapped and sampled. In this area,
Cerro TotoRoko marks a 1,300-metre long by 200-metre wide zone in the northwest, and Lomas Orjo
marks a 700-metre long by 400-metre wide zone to the southeast. Both zones show signs of strong
shearing, argillic alteration, brecciation and strong fracturing.

New sampling results (chip-channel and grab) from mineralized outcrops at Lomas Orjo include:

Length Cu% | Aggh

5 metres 1.5 99_1

18 metres 0.3 5

20 metres 0.2 2

23 metres 0.9 9

10 metres 0.8 14

25 metres 07 8 -

10 metres 0.9 12 -

7 mefres 2.7 25 o
2 metres 1.9 31 i ]
2 metres 46 50 T
10 metres 3.1 33 i
Grab 26 21 - .
Grab 1.9 18 el I
Grab 6.6 52 '“W R CR
Grab 2.3 26 R

Grab 1.1 10 -

Grab 1.4 14

New sampling results of mineralized outcrops at Cerro TotoRoko include:

Length Cu% Ag git
5 mefres 3.4 32
10 metres 1.2 10
4 metres 0.9 21
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PERU EXPLORATION AND ROYALTY UPDATE = %2 A & -¢

Vancouver, May 15, 2007: Gitennes Exploration Inc. (TSX-GIT) is pleased to announce that it has
received payments totalling US$ 1,500,000 in connection with the sale of its 2% Net Smelter Return
{“NSR") Royalty on gold production at the Virgen Mine, Peru. The agreement to sell the royalty was
announced February 9, 2007. A US$ 75,000 fee has been paid to an unrelated party in connection with
the transaction. Gitennes will not receive any further payments under the original NSR agreement and the
sales transaction will now be concluded.

Field work at the TotoRoko Property, in southern Peru, will re-commence before month-end, where
consulting geologists will be following up the strong copper-silver results announced April 16, 2007. A
programme of detailed mapping, sampling and geophysics is planned.

At the Urumalqui Property, an epithermal silver-gold project that was last drilled in 2004 by Gitennes in
joint venture with Meridian Gold (now 100% Gitennes), a programme of re-mapping and re-logging of
earlier drill holes has been started. The objective here is to examine the potential of a peculiar, altered
and weakly mineralized volcanic conglomerate that occurs along strike of the main vein system as well as
nearby siliceous sinters. The wedge-shaped body of conglomerate has historically been regarded as
unfavourable, and tested by only one drill hole. The significance of this geological setting in other
epithermal camps has prompted our re-examination. An exploration permit has now been received for
Urumalqui, and drilling can commence when equipment is available.

The technical information in this release has been reviewed by J. Biackweil (P.Geo.), a Qualified Person
as defined in National Instrument 43-101.

For further information contact:
Jerry Blackwell, President

Cautionary Staterment Regarding Forward-Looking Stalements

Some of the statements contained in this release are forward-looking sfatements, such as statements that
describe or infer future plans, intentions, objectives or goals, including words to the effect that Gitennes or
management expects a stated condition or result to occur. Since forward-looking statements are not
statements of historical fact and address future events, conditions and expectations, forward-looking
statements by their nature inherently involve unknown risks, uncertainties, assumptions and other factors
well beyond Gitennes’ ability to control or predict, Actual results and developments may differ materially
from those contemplated by such forward-looking statements.

The Toronto Stock Exchange has neither approved nor disapproved the information herein.
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