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message T0 SHAREHOLDERS | |

2006 was a year of significant highs and lows for Carrignte. Major accomplishments during the year invelved preparations for the
beginning of construction at Mirador, which was planned to be underway prior to the end of the year. Major milestones included the
Mirador Project Environmental impact Assessment approval in May, an equity financing of CAD$125 mitlion and completion of most
of the work on the Mirador feasibility study by SNC-Lavalin Group Inc. and others. During this busy period, we also were able to
complete enough drilling to release a resource estimate for the Mirador Norte project, which provided a significant addition of

2.4 bitlion pounds of copper resources al Mirador. Unfortunately, in iate 2006 a group of pratestors from outside the Mirador Project
area staged a series of demonsirations, which cuiminated in a December 2006 suspension of work on our concessions. Efforts to
have fieldwork restarted at Mirador are ongoing. As a result of the suspension, orders for mining equipment have been cancelfed and
the start-up of production at Mirador has been delayed until at least mid-2009.

Corriente has significantly expanded its Community and Government affairs team in 2007 to broaden the scope of our efforts in
this area, which previously focused on the nearby communities directly affected by operations of a mine at Mirador, It is impertant
for Corrignte to ensure that the benefits of respensible medern mining are made known in Ecuador so that support for our projects
moving forward will be forthcoming from all stakeholders. Corrignte is working with other companies in the sector in Ecuador in 2
united effort to get this message across 1o the new administration in Ecuador which teok office in mid-January 2007.

Difficulties such as the current situation in Ecuador are part of the new social reality for mine development in much of the world
and have sleadily increased the cost and complexity of building a mine over the last few decades. However, we believe that the
development risk refated to social or environmental issues is much smaller than the exploration risk incurred during altempls to
outline economically attractive depasits. Accordingly, we believe the most productive course of action in Ecuador Is to focus on
solving the social issues through dialogue and partnership building so that project development can take place.

" Corrignte will use this delay in project development to continue to work on enbancing the technical aspects of the Mirador Project
and other development projects. This will allow us to do several trade-off studies that can add to project economics, as well as make
our environmental footprint even smalier. We continue to believe that Ecuador, given the advantages of reasonable infrastructure,
abundant water and potential low cost green power has a strong future in the world’s copper markelplace.

On behalf of the Board,

Henneth R. Shannon (signed), Chief Executive Officer

March 28, 2007
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corporate profile

Corriente Resources Inc. is a copper and
copper/gald exploration and development company
moving towards initial preduction. The company
controls a 100% interest in over 60,000 hectares
located within the Corriente Copper Belt region

in Ecuador which is one of the world's few copper
districts ready for development, The Belt currently
contains four copper and copper-goltd perphyry
deposits, Mirador, Mirador Norte, Panantza and
San Carlos. Additional exploration activities are
ongaing, as six other copper and copper-gold
exploration targets have been identified in the
Corriente Copper Belt to date.

Through development of its flagship property,

the Mirador Project, the company intends to be
the first major base metals producer in Ecuador.
In order to accomplish this goal, returns to

its sharehalders, local communities and host
governments must be provided. Accordingly,

a strong emphasis is placed on sustainable
development, social responsibility and
environmental stewardship.

Through modern and responsible mining practices,
Corriente aims ta provide social and economic
development for the country of Ecuador and a
sustainable future for the communities within the
Corriente Copper Belt.
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. CAPITALIZING COPPER .
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- VALUED FOR ITS ELECTRICAL AND
THERMAL CONDUCTIVITY AS WELL AS

. ITS DURABILITY AND FLEXIBILITY, ~ "+ .~
DUE 10 ITS MANY FEATURES, ITHAS
NUMERGUS APPLICATIONS, RANGING
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HAS BEEN ACCELERATING AND 1S ;
EXPECTED T0 CONTINUE FOLLOWING

THIS TREND, ESPECIALLY AS ECONOMIES

. INCHINA, INDIA AND OTHER DEVELOPING

| COUNTRIES CONTINUETO EXPAND. '

e m e e s e —a———_—

Vision: Be the most successful mid-tier copper producer.
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corporate social responsibility

Corriente aims to be a responsible resource development and explora-
tion company by maintaining high ethical standards ang strong
communication with local communities and governments. Sustainable
development requires the balancing of good stewardship in the protec-
tion of human health and the natural environment with the need of
econemic operations. Through this strategy, Corriente seeks to be rec-
ognized as a transparent company whe is environmentally responsible,
committed to local communities and follows best practices guidelines.
In order to do this, the company recagnizes not only its communi-

ties and employees as key stakeholders, but also indigenous groups,
shareholders, contractors, suppliers and governments.

community relations

Corriente’s Community Relations Program in 2006 focused on defining
a Social Development Plan to strengthen the framework for sustainable
development. This plan included initiatives tor programs relating to
human development, infrastructure, social assistance, environmental
responsibility and econgmic development. The social component of
the development plan begins with the respect of the community and
encourages a mutual relationship by not only thinking of the present
but planning for the future beyond the life of the mine. With this at
the forefrant, Cerriente renegotiated a Community Relations Pian and
an Agreement of Understanding in 2006 with the communities in and
argund its mineral properties.

In the human development program, emphasis was placed on educa-
tien and health issues. The distance education program, which started
in 2005, continuec in 2006. Sixteen teachers wese provided for the
correspondence program and a permanent school, as well as other
institutions in the surrounding area. New computers for EI Quimi Valley
and the virtval classroom were supplied by the company in coopera-
tien with local governmentai agencies. A safe footpath, entitled the
Ecological Path of Churuvia, was constructed with the participation of
Shuar natives in order to provide the children of the area a dependable
access route to the school, Local scholarships were awarded for con-
tinued high school education and the company granted scholarships o
four young students, two from the Shuar ethnic group and two young
women frem El Pangui, for mining spetializations in Chile.

Within the health program, the company continued developing medical
brigades, providing a variety of medical assistance to local residents.
Full operation of the Tundayme Health Center began, which houses a
permanent community docter. In addition, training was provided for
an assistant nurse from the community and the company coordinated
with the Zamora Health Department to provide an additional medical
attendant,

The framework of corporate social sustainability includes plans for
the pre-development, development and post-production phases. This

includes initiatives for community development, environmental protec- -

tion, health and safety and employee relations, Seeking continual
improvement of these initiatives is an impartant principte outlined by
the International Council en Mining and Metals (ICMM) and is 3 goal
that Corriente strives to accomplish.

The company alsa worked on the construction of new facilities in €I
Pangui, working jointly with the local municipality on improving the
existing school infrastructuse of the Tundayme Parish and in EI Quimi.

The comaany worked on strengthening its relationships with commu-
nity representatives through the preparation of the Tundayme Develop-
ment Plan, Corriente supported social initiatives that responded to
the community's interests to protect disadvantaged groups, including
children, women, and seniors. These social initiatives were led by
recognized organizations such as Patronato Municipal, ORI, and IN-
NFA. The company took part in cuttural and physical activities within
the communities to encourage unity and appreciation of the locals’
traditions. Of particular interest to the company has been the Shuar
community. Through agreements with the Shuar Federation of Zamora
Chinchipe, the company has been able to contribute to their organiza-
tional strengthening and support their culture and traditions.
{continued on next page)
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corporate social responsibility o

community relations

Through the company’s environmental responsibility initiative, training
was provided in the areas of good environmental practices, solid resi-
dues, sanitary landfill, and the “Reduce, Reuse, Recycle” program,

A community greenhouse, covering an area of approximately 1.5
hectares, was constructed and currently contains 11 families of plant
species and mare than 13,000 seedlings. This diverse nursery will be
used in the creation of a community micro-business, fer plant preduction
and commercialization,

Within the economic development program, the company promoted the
increase of local employment and the formation of micrg-businesses
and micro-credit plans. The company assigned a USD$18,000 fund to
create the Community Micro-Credit Fund and trained the community in
the area of fund management. Twenty-four micro-credits for USD$4,800
were awarded. The activities of the Mirador Project have become a

the company i< committed o

Environmental Protection

Corriente's priorities are to minimize risks to the enviranment, health and
safety and to ensure compliance with local and federal government and
World Bank requirements. The company is committed to responsibte en-
vironmental stewardship and plans to develop, implement and maintain
leading-edge systems for environmental, health and safety standards.

In May 2006, the company received approval for the Mirador Project’s
Envirgnmental impact Assessment (EIA) from the Ecuadorian Ministry of
Energy and Mining (MEM}. This was a major mitestone for Corriente and
has atlowed for advancement of the Mirador Project’s development, The
Mirader EIA is one of the most comprehensive documents on social and
environmental issues ever submitted to the MEM in Ecuador for a mining
project. In September 2006, the company fited an amendment to the EIA
to allow for mill, tailings and dump location changes to the original mine
plan. Public consultations were successful and the company expects {0
receive approval of the amended EIA in the first hatf of 2007,

In addition, Corsiente implemented several environmental preservation
programs such as greenhouse facilities to preserve and cultivate native
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driving force in the local economy and have generated economic tigs be-
tween the company and the communities. In 2006, purchases of goods
and services from local suppliers exceeded USD$1.2 million,

Through the continued growth of these programs and initiatives, the,
company will be able to provide a sustainable future for its communities
during the construction phase of the Mirador Project as well as into and
beyond the mine project's life.

flora and fauna, A sanitation landfill was constructed in the village

of Tundayme and waste management training was provided te local
residents.

The company developed a water monitering system at the Mirador site
that is comparable to a water monitoring system at a North American
mine facility. More than 50 water quality parameters, which exceed the

list of tested parameters in public drinking water systems in Nerth Amer-

ica, are assessed for each sample that is collected. This plan illusicates
the commitment Cerriente has to water quality and will form the founda-
tion of an environmental plan to monitor and manage environmental
effects during the lifecycle of the mine. Mereover, many other programs
have been implemented, such as archeclogical surveying and recupera-
tion, biotic monitering, botanical rescue and forest management. Within
the torest management program, the company plans te reforest altered
areas in a gradual manner during mining activities in order to reduce
erosion and improve aesthetics.




Health & Safety

Implementing occupational health and safety plans is one of the com-
pany’s principal strategies and management plan components. in the
first quarter of 2006, the basics of a more traditional safety program
was introduced at the Mirader Project site. The Mirader workiorce was
introduced to the general cancept of safety as an expectation of the
company, the principles of safe work, and items gonsidered as standard
personal protective equipment for various work situations, This level of
training was extended to local suppliers as well,

In the first part of 2007, the company will continue to follow this more
waditional safety program outling, teaching basig safety expectations

to workers who are unaccustomed to even safety basics, As the year
progeesses, the company intends to transition from $he more traditional
to a more interactive and proactive safety program, The basic elements
of a proactive safely program include reporting of all incidents, in-
vestigating near-miss accidents and encouraging the reporting and iden-
tification of the root cause for each near-miss incident. Each individual
on the mine staff acts as safety personne!, reporting both positive and
negative safety actions to fellow employees. Each near-miss incident is
required te be documented in a report that identifies the incident and the
root cause for the incident. Safety meetings will be frequent and invatve
discussions of near-misses and how these incidents could be avoided.

This proactive approach has been proven to dramatically improve safety
records in comparison to more traditional safety pregrams, The more
traditiona! safety program coupled with the mare proactive safety
program will create a strong culture of safety.

7 review OF OPERATIONS

Employee Relations

Employee relations are a ey component of the company’s success,

By giving preference to local peaple for jobs, Corriente is able to support
local communities and their development. The company provides all

the necessary training so that its employees have the technical skils to
fulfill aperational positions within the company.

During 2006, the company began hiring key management and technical
staff for its Ecuador operating group, focused on the development and
operations of the company’s Mirador copper-gald project. Management
is very pleased with the high level of experienced fechnical and man-
agement expertise that has been attracted to the Mirador Project.

Corriente ensures that its employees are provided with reasonable sala-
fies that do not cenflict with provincial and/or national economics. Each
employee occupies a position of trust and respect within the company
and is required to comply with the company's Code of Conduct, which is
signed as an annual declaration. The company understands that com-
munication, participation and trust are vital not only for the well-being of
the workforce, but also to increasing efficiency and productivity. Through
the development of natural resources, Corriente contributes to an
enhanced standard of living and continucusly endeavors to assist in the
devetopment of skills and provide long-term employment opportunities.

PVO\/Echng_ omploqman’r
oPPor“hmiﬁog to local Fooplc
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mineral properties in development

The Mirador Project

Exploration at Miradar in 2006 focused on delimiting the mineralization
of the Mirador Norte depasit to 100m drill spacing, with a total of 6780
metres in 39 core holes. A total of 2,149 samples from this drilling was
assayed and accrued to the database with geological, geotechnical

and geomechanical logging following the company’s standard QA/QC
procedures and logging protocols. The program was designed to provide
geological and grade information to support a resource estimate.

Corriente engaged Mine Oevelapment Associates (“MDA") of Rero,
Nevada in August 2006 to generate a block model and provide a min-
eral resaurce estimate for the Mirador Norte depasit, in compliance with
the CIM Mineral Rescurce and Mineral Reserve definitions referred to in
NI 43-101. MDA's Technical Report, issued in November 2006, reported
new resources for the Mirador Norte deposit to include Indicated
resources of 171Mt of 0.51% copper and 0.09 g/t gold (containing 1.9
billion pounds of copper and 490,000 oz gold} and Inferred resources
of 45Mt at a grade of 0.51% copper and 0.07 g/t gotd (containing 500
million pounds of copper and 100,000 oz goid). Both Indicated and
Inferred resources were estimated at a 0.4% copper cut-off. These
results were estimated from 68 diamend drill holes totalling over
13,000 metres of coring. This depasit is exposed at surface, but open
at depth and to the south.
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With the copper and gold mineral resources identified at Mirader Norte,
which is located less than 1,000 metres from the planned Mirador
Project milling facility, the estimated resources available for processing
by the planned Miradar Project concentrator increased by 28% to 11
billion pounds of copper.

Confirmation of resources at Mirador Norte provides additional options
for Mirador devetopment that includes access to higher-grade enriched
material fram the shallow parts of Mirador Norte and the flexibility of
being able te shift production from ene pit to another.

In November 2006, a series of protests were held in the Morona-
Santiago and Zamora-Chinchipe provinces against resource develop-
ment in general. After a number of ineffective negotiating sessions
were held with the protesters, the federal government asked the com-
pany to tempararily suspend its Mirador Project activities to aid in the
negotiating process. In arder to secure the safety and security of local
communities and supporters, Corriente agreed to temporarily halt its
field project work, :

On January 25, 2007, the company announced that there woutd he 2
delay in the start of production at Mirador from late 2008 to approxi-
mately mid-2008. This delay is Jargety due to adjustments to long
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lead-time equipment deliveries as a result of the decision to
move off of the previsus accelerated Mirador Project development
plan. This plan was based on having key permits and government
agreements completed by January 2007. Since these agreements
are still being processed and the company is restricted from
resuming planned development activities at Mirador, the Directors
elected to minimize the company's Mirader Project obligations.

Engineering, project planning and procurement timelines for the
Mirador Project are currently being adjusted, pending resolution
of the protests and other factors including acceptance of the
company's amended EIA, receipt of the mine development permit
and completion of an investment contract.

eihmated veSourees for the
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mineral properties entering development

Panantza-San Carlos

Panantza, which is located approximately 40 km north of our Mirador

" Project, was last drilled in 2001, Results from the previous drilling at
Panantza included holes PAD13 with 299 metres of 0.76% copper,
hole PAQ12 with 269 metres of 0.97% copper, and PAOL7 with 64
metres of 1.29% secondary copper at the surface followed by 383m
of 0.75% copper,

In 2006, an additional 25 holes totalling 8400 metres were completed.
Results include hole PAO39 with L7 metres of 1.31% copperina
secondary copper horizon overlying 399 metres of 0.66% copper, hole
PAQ41 with 443 metres of 0.60% copper, and hole PAOSZ with 276
metres of 8.77% copper.

Adjacent to the Panantza project lies San Carlos, a large copper-molyb-
denum mineralized porphyry system with dimensions of about 2000 x
2500 metres. The mineralization has been tested with 25 diamond drill
hales at variable spacing.

Corriente is currently about halfway threugh the first phase of 16000
metres of drilling on the Panantza project. This is the stari of a planned
iwo-year program to complete a feasibility study at Panantza and San
Carlos, designed to integrate the Panantza and San Carlos concessions
into a single large copper development opportunity with aggregate
inferred resources of 1.05 billion tonnes at a grade of 0.63% copper.
As the two mineralized centres are only four kilometres apart, the plan
will be to provide a single processing facility for both open pits with
concentrator mill throughputs of up to 154,000 toanes/day.

One purpose of this drilling was to define the southern edge of
Panantza's mineralization, However, rather than delineate the edge of
the Panantza deposit, the most recent results indicate the Panantza
mineralization extends farther south than previously recognized. The

southernmost holes drilled, PAG33 and PAD34, were both terminated

in cepper mineralization averaging over 0.8% Cu at the hale bettoms,
at approximately 330 metres and 342 metres deep respectively. The
Panantza drill ptan has now been expanded to complete additional
holes to follow this mineralization to the south,

In addition, the deepest holes from this round of drilling indicate mines-
alization extends more than 200 metres deeper than previous drilling in
the southwest portion of the deposit and minesalization remains open
for turther extension at depth. The deposit is also still open to the south
ang west,

Previous Inferred resources at Panantza, using a 0.4% copper cut-off,
total approximately 395 million tonnes grading 0.67% copper contain-
ing 5.8 billion pounds of copper. Inferred resources al San Carlos total
approximately 657 million tonnes grading 0.61% copper and containing
8.8 pillion pounds of copper, The new drilling will attempt to expand the
resources and convert inferred resources to the indicated category.

The company feels that the Pananiza-San Carlos concessions represent
a rare gpportunity to capitalize on six years of community work, project
engineering and management deveicpment that has been built around
the nearby Mirador Project. This body of knowledge will significantly
assist in the project development process and at the same time allow
the company 1o take econamic advantage of infrastructure that is being
put in place for the Miradcr mine.

(continued on next page)
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mineral properties entering development e

With the work completed at Corriente’s four copper and copper-gold posphyry deposits, the company has been able to summarize its resources in
the fallowing aggregated table:

Corriente Copper Belt - Table of Resources 0.4% Copper Cut-off
Mirador Concession Block '

. Project. | ‘Categery - ‘|, -Toanes [.Gu | calbs) | Adlppb) | L .. FAuoz [ Agppmi 1ot S iAgez
Mirador Measured 52,610,000 | 0.65 753,000,000 | 210 360000 | 16 2,770,000
Indicated 385,060,000 | 0.60 5.134,000,000 [ 190 2380000 | L5 18,760,000
Meas. & Indic. 437670000 | 051 5,887.000,000 | 190 2780000 | L5 21,530,000
Inferred 235400000 | 0.52 2,708,000,000 | 170 1,250,000 [ 13 9,900,000
TOTAL 573,070,000 | 0.58 8,595,000,000 | 184 3990000 | 1.4 31,430,000
Mirador Notte | Indicated 171,410,000 ] 051 1,921,000,0001 89 489,000 - -
Inferred 45820000 | 0.51 513,000,000 | 68 101,000 -
TOTAL 217,230,000 |  0.51 2,434,000,000 | 85 590,000 -
. Combined_ ' 890,300,000 | 0.56 11,029,600000 | 162 4,580,000
Northern Concession Block*
... Projsct:. | . Category - | Tornes . [ €i% I © Cullbs}. "< Adtppb)| - Awoz:
Panantza Interred 394,745,946 0.67 5,783,829,87% 79 1,008,671
San Carlos Infesred 656,787,628 | 061 | 883751705 20 643,257
Combined | ros1ss3sm.| 063 | w621347833 . 500 | 1,651,928
Total for Corriente Copper Belt
BEE - Troetesasm] oso [2565034833] 98 | 6231928

“resources are caleutatad at 0.4% copper cut-off using data previously reieased in fune 2001 at a 0.65% capper cut-off,

Exploration Targets

Other opportunities within the Corriente Copper Belt will be further
evaluated, including San Miguel, Sutzu, San Marcos, San Luis and
Trinidad, all of which are located within 10-12 kilometres of the
Panantza prospect.

The San Miguel target is 2 600 x 850m Cu-Mo soil anomaly with rock
sample values to >1% Cu, but averaging 0.3% Cu over 300m along the
east edge of the anomaly. The north and west area of the anomaly has
fad limited initial drilling and returned values to 0.50% Cu over 180m
in SMOO01, 0.42% Cu over 155m in SM08, and 0.36% Cu over 193m

in SM09,

Sutzu is a 1500 x 1500m seil Cu-Mo soil anomaly, with the Mo anomaly
open to the SW. Semi-continuous rock sampling passing across the
centre of the soil anomaly returned lower-grade (0.2%) copper.

No drilling has previously been dane on this target,

San Marcos is an 800 x B0Gm Cu-Mo soil anomaly with rack samples in
stream cuts across this returning up ta 0.5% Cu over 170 m. No drilling

2006 AKNUAL REPORT CORRIENTE RESQURCES INC.

has been done yet an this target. San Marcos is on sirike and probably
related to Sutzu mineralization, together with which it forms one of the
larger mineralized zones in the district.,

The potential size of San Luis is about 170 x 350m based on the width
of mineralized rock chip sampling and the associated soil anomaly.
Continuous detailed rock sampling alang the length of the anomaly
returned about 230m of 0.76% Cu. A ground IP survey was run over
San Luis and the anomaly coincided in size with the soil anomaly,

No drilling has been carried out on this project.

Trinidad is a 500 x 800m soil anomaly limited to the west by the edge
o soil sampling and covering rocks. There has been no rock sampling
yet from the area of the anomaly, but witkin 300m, samples return val-
ues up to 0.5% Cu. A pair of rock chip samples in adjacent drainages
returned >1% Cu. There has been no previous drilling.




looking ahead Feview OF OPERATIONS

Mirador

Until the suspension on the Mirader Project is lifted, the work will
occur primarily offsite. Once development work access is achieved,
the company plans to perform geotechnical drilling to better define the
‘hydrology around the pit and tailings facility, as well as better waste
rock characterization, and continved collection of environmenta! data.
In addition, further surface geotechnical studies on the waste dump
areas will be carried out.

Mirador Norte

Mining studies will be completed to determine the extent to which

the Mirador Norte resources can benefit the Mirador Project by giving
access to higher-grade enriched material from the shallow parts of
Mirader Morte and the flexibility of being able to shift ore production
frem one pit to another. A program of metallurgical testing is already
underway to further confirm management's expectaticn that the
Mirador Norte mineralization will behave in a similar fashign o that at
Mirador and can be piocessed using the same mill circuit,

Panantza-San Carlos

Following the lifting of the suspension, work at Panantza-San Carlos

in 2007 will continue with the drilling program in order to complete a
resource feasibility study for these deposits. Additional prospecting in
and around the Pananiza and San Carlos projects will determine the
future developmental infrastructure options of the deposits themselves
anrd determine the likelihood of satellite deposits, a relationship charac-
terized by the Mirador — Mirador Norte deposits.

QOverall, the company is well-positioned with a very strong mineral
property development pipeline and substantial cash resources. These
resources allow us to continue to advance projects in Ecuador as well
as assess stiategic opportunities elsewhere.

ow envirenmental fom‘?rimL chovld be a¢ ¢mall a¢ Fogéibfc
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management’s DISCUSSION & ANALYSIS

(Expressed in Canadian dollars unless otherwise noted}

Management’s Biscussion and Analysis supplements, but does net form part of, the
audited consolidated financial statements of Coriente Resources Inc, {“Carriente” or
“the company”) and the notes thereto for the fiscal year ended December 31, 2006.
Consequently, the following discussion and analysis of the financial condition and
results of operations for Comiente shoudd be read in conjunction with the audited
consolidated financial statements for the years ended December 31, 2006, 2005
and 2004 and related notes thereto, which, have been prepared in accordance with
Canadian generally accepted accounting principles (“Canadian GAAP™), consistently
apphied, All dollar amounts referenced, unless otherwise indicated, are expressed in
Canadian dollars.

Additional information regardiﬁg the company, including its Arnual Information Form,
can be found on SEDAR at www.sedar.com,

Forward-Looking Statements

Certain statements included in this Management’s Discussion and Analysis (“MD&A"} -

are forward-tooking statements. They include estimates and statements that describe
the company's tuture plans, chiectives, goals and expestations, including words to the
effect that the company or management expects a stated condition or result to occur.
Wherever possible, words such as “anticipate”™, "may”, “will", “expect”, “believe”,
“plan” and other simitar expressions have been used to identify these forward-
looking statements. These statements reflect management’s beliefs and are based
on information curmently available to the company’s management, Forward-lceking
statements involve significant risks, uncertainties and assumptions. Atthough the
company believes that these statements are based on reasonable assumptions, a
number of factors could cause the actval results, performance or achievements of the
company to be materially different from future results, performance or achievemnents
expressed or implied by such forward-looking statements. For a comprehensive review
of rish factors, please refer to the sectian entitled “Risk Factors” in both the company's
Annual Information Form and this MD&A, each as filed on SEDAR. The company dis-
claims any obligation fo update or revise any forward-looking statements {o reflect
new events or circumstances. Readers are cautioned not to put undue reliance on
these forward-looking statements,

Cautionary Note to 11.5. investors

All referances to mineral reserves and resources contained in this MD&A are deter-
mined in accordance with National Instrument 43-101 ("Nl 43-1017), Standards
af Disclosure for Mineral Projects, an instrument made under Canadian securities
regulations, While the terms “mineral resource”, “measured mineral resource”, “indi-
cated mineral resource” and “inferred mineral resource” are recognized and required
by Canadian regulations, they are not defined or recognized by the LS. Securities
ang £xchange Comrmission {“SEC”}, As such, information contained in this MD&A
concerning descriptions of mineralization and resources, as determined in accordance
with Canadian standards, may not be comparable to similar information made public
by U.S. companies subject to the reporting.and disclosure requirements of the SEC.
“Indicated mineral resource” and “inferred mineral resource™ have a great amount of
uncertainty as 1o their existence, and great uncertainty as to thewr economic and legal
feasibitity. it cannot be assumed that all or 2ny part of the mineral resources in these
categories will ever be upgraded to a higher category of resource.

Corporate Governznce

Management of the company is responsible for the preparation and presentation
of the audited annual consolidated financial statements and notes thereto and
the accompanying MD&A and other information contained therein. Additionally, it
is management's responsibility to ensure the company complies with the laws and
regulations applicable to its activities.

The company’s management is accountable to the Board of Directors {"Directors”),
each member of which is elected annually by the shareholders of the company. The
Directors are responsible for reviewing and approving the audited annual consotidated
financial statements and the MD&A. Respensibility for the review and approval of the
company's quarterly unaudited interim consolidated financial statements and MO&A is
delegated by the Directors to the Audit Committee, which is composed of three direc-
tors, all of whom are independent of management. Additionatly, the Audit Committee
pre-appreves all audit and non-audit services provided by the company’s auditors. )
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The auditovs are appointed annually by the shareheiders to conduct an audit of the
company's annual consolidated financial statements in accordance with generally
accepted auditing standards in Canada. The auditors have complete access to the
Audit Committee to discuss audd, financial reporing and other related matters
reselting from the annual audit as well as o assist the members of the Audit
Committee in discharging their corporate governance respansibilities.

Corriente's corporate governance policies are described on the company'’s website
{www.corriente.com) and in its Information Circular prepared for the May 2006
Annual General Meeting of shareholders, which is available for review on SEDAR.
The disclosure statement included therein was prepared by the company’s Corporale
Governance Committee and approved by the Directors. An updated version of that
material will be included in the Information Circular for the company's May 2007
Annual General Meeting and be available for review on SEDAR in April 2007,

Disclosure Cantrols

Management is respansible for establishing and maintaining disclosure controls and
procedures and internal contral over financial reporting for the company. Corriente
has daily, weekly, monthly and annually-applied procedures that, when considered in
the aggregate and in conjunction with current internal controls, are considered to be
eftective disclosure controls. tn addition, Corriente has created a Corperate Bisclosure
Committee, comgrised of the Chief Executive Officer, Senior Vice-President and Chief
Financial Officer. This Committee supplements these periodic processes.

Disclosure contrals and procedures have been developed to ensure that material
information relating to Corriente and its subsidiaries is made known to management
by others within those entities, particularly within a period in which a disclosure repart
is being prepared. These involve:

» identification of continuouws disciosure requirements under securities laws, rules
and policies applicable to Corriente.

« identification of the individuals responsible for preparing reportable information
and individuals, whether internal or external, responsible for reviewing reports or
portions of repors to verify disclosure made with respect o their areas of respon-
sibility or expertise.

« gstablishment of timetables for the preparation and adequate review of reportable
information.

« procedures for abtaining “sign-off” ¢ disclosure of reportable informatien and
receipt of written consents from experts whose reports are included or referred to
in any disclosure.

* procedures for the identification and timely reporting to the Committee of informa-
tion which may constitute material information or which may constitute a material
thange to previously disclosed material intormation, including the identification
of individuals who are likely 1o tearn first about events outside the control of
Corriente that may give rise to material information.

» procedures for the identification and reporting to the Audit Committee of any
{raud, whether or not matesial, that involves management or other employees who
have a significant role in Cemiente’s internal controls,

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

= angoing evaluation of Corriente’s disclosure controls and procedures.

Corriente and its subsidiaries are relatively small in sizé and operate in a very inte-
grated management environment, That is, senior management is in constant contact
with many of Corriente’s staff, suppliers, regulators and the like on 2n ongoing and
detailed basis. This allows one or more of senior management to be in a position
where they will be aware of material events or information. While senior manage-
ment may not be aware of 2!l things at all times, it believes that the probability of
2 materiaf event or material information being missed or not disclosed on & timely
basis i5 very small.

The notes to Corriente's annual consalidated financial statements include a reconcili-
ation 16 United States generally accepted accounting principles (“"US GAAP™). During
the preparation of the 2006 Canadian to US GAAP reconciliation for minesal explora-
tion costs. the company determined that an error occurred in the 2005 reconciliation,




Consequently, the company restated its 2005 US GAAP financiat resuits to correct
this error, with the result that 2005 mineral exploration costs expensed under U.S.
GAAP totalling $2,741,988 should have been shown as $8,598,789, This restatement
resulted in a basic and diluted loss per share for 1.5, GAAP purposes of $0.26 far
2005 and not $0.13 as disclosed in the 2005 financial statements. As a result of this
restatement, management has determined that its disclosure controls and procedures
weré not fully operating effectively in the prior year.

Based upon its evaluation, management has determined that as at December 31, 2006,
the company's disclosure controls and procedures were effective and provided reason-
able assurance regarding the reliability of financial seporting and the preparation of its
annual filings for external purposes in accordance with Canadian and US GAAP.

Internal Controls Over Financial Reporting

Management has designed, established and is maintaining 2 syslem of internal
controls over financial reporting to provide reasonable assurance that the financial
information prepared by the company for external purposes is reliable and has been
recorded, processed and reported in an accurate and timely manner in accordance
with Canadian generally accepted accounting principles.

No change in the company's internal control over financial reporting has occurred during
the company’s most recent interim period that has materially affected, or is reasonably
likely to materially atfect, the company's internal controls over financial reporting.

General Corporate

Corriente is a Canadian-based junior resource company engaged in the exploration
and development of copper-gald mineral properties located primarily in the Rio
Tamora copper porphyry district (known as the "Corriente Copper Belt™), in Ecuador.
Under various agreements signed with certain subsidiaries of BHP Billiton Plc {“BHP
Billiton"), the company has earned a 100% inferest in certain mineral property
concessions in the Corriente Copper Belt, the most advanced of which is the Mirador
Project. This required the issue of shares to BHP Billiton and the expenditure of explo-
ration funds under the terms of these agreements. Additionaily, these concessions
are subject to a 2% Net Smelter Royalty (“NSR") payable to BHP Billiton, although
the company has the right to reduce the NSR to 1% for the Mirador, Panantza and
San Carlos mineral properties upon the payment of US$2 million to BHP Billiton for
each such property.

Corriente controls a 100% interest in over 60,000 hectares located within the
Corriente Copper Belt (the “Belt™). The company has identified four copper and cop-
per-gold porphyry deposits in the Belt: Mirador; Mirador Norte; Panantza; and San
Carlos. Corriente is currently moving towards construction of a starter project at
its Mirador/Mirador Norte copper-gold oroject {the “Mirador Project”). Management
believes that the Mirador Praject is ane of the few new, sizeable copper projects in the
world available for production by 2010. Exploration activities are planned or ongoing
{or Panantza and San Carlos and six additicnal copper and topper-gold explocation
targets that have been identitied in the Belt to date.

The company’s executive head affice is Jocated in Vangouver, Canada while its Ecuador
pperations are run from its Ecuador operations' office Jocated in Quito, Ecuador, The
tompany has camp locations at the companys major projects, With the exception
of short-term operational requirements for its fouador operations, funds have been
maintained and controlled in Vancouver, hoth in Canadian and U.S. dollars. In addition
10 its core staff focated in Vancouver and Quito, the company engages consultants as
necessary, {o provide geological, mine development and construction consulting, design,
engineering and other services. Overhead costs and efficiencies in Ecuadur continue to
compare favourably with other South American explocation areas.

The company’s shares began trading on the American Stock Exchange on April &,
2006, As a result, the company naw trades on the Toronte Stock Exchange (under the
symbol CT0) and the American Stock Exchange (under the symbel ETQ),

Board of Directors
Leonard Harris retired from $the company's Board of Directors en June 21, 2006,

In September 2006, the company appointed Dale C. Peniuk, CA. 1o its Board of
Directors. Until earty 2006, Mr. Pentuk was an assurance partner with KPMG LLP
Chartered Accountants in their Vancouver office, specializing in the mining area, and

-
was the leader of KPMG Vancouver office’s mining industry group. He was the lead
audit engagement partnes for a number of KPMG Vancouver's mining company clients,
including several companies with advanced development projects, producing mines
and smeliet/refinery operations in North and South America.

Mr. Peniuk has been 2 member of the Institute of Chartered Accountants of British
Columbia’s Public Company Technical Forum since 2000 and is currently the Chair
of that committee. Mr. Peniuk currently provides finaacial consulting services to the
mining industry and serves as a director of one other public company.

With the addition of Mr. Peniuk, the company’s Board of Directors is composed of
five non-management directors and one management director. Mr. Peniuk chairs the
company's Audit Committee,

Corporate Structure

During 2006, the company incorporated four mew subsidiaries for the purposes of
facilitating the Mirador Project's infrastructure, Additionally, the company has identi-
fied certain gold concession targets, which are being evaluated towards a spin-off of
these concessions 4o the company's shareholders — see Tundayme/Piedra Liza Gold
Exploration Targets — Proposed Spin-oft (below).

Incentive Stock Option Plan

At its May 25, 2006 Annual General Mesting, the company sought and oblained
approval to amend the company’s Incentive Stock Option Plan {the "Plan”) to change
the number of shares that may be reserved for grant under the Plan to 2 rolling
maximur of 10% of the number of comman shares actually outstanding immediately
prior to the grant of any particular aption, This amendment was also approved by the
Toronto Stock Exchange.

The following summarizes the stock aptions granted in 2008:

T R L ENGTOING et el 6 B
.Data ol granl N Data ut explry,- 4-.;*Prlce”Rsclplenun; ¢k 1 ?Granled
January 23, January 23, $450  Director 25,000
2006 209 ) .
February 6, 2006 February 6, 5.25 Head office personnel 400,000
2011
May 22, 2006  May 22, 2011 550  Subsidiary personnel 60,000
June 1, 2006  June !, 2011 535 Directors 125,000
June 1, 2006 June 1, 2011 535 Subsidiary personnel 85,000
August 31, 2006 Avgust 31, 2011 5.37  Head office personnel 100,009
September 13,  September 13, 510  Directors 75,000
2006 2011
September 29,  September 29, 4.70  Subsidiary personne! 345,000
2006 2011
December 18,  December 18, 4,59  Subsidiary personnel 150,000
2006 2011
December 18,  December 18, 459  Head office personnel 10,000
2006 2011
Granled in 2006. 1,375,000
The following is a summary of stock option transaclluns dur:ng 2006:
T ﬂ‘ ' ,“, '. . Number of Welghled averaze
’ Ve ST shares . exerclse price
Balante at December 31, 2005 2,855,000 $1.89
Granted in 2006 1,375,000 5,05
Exercised in 2006 {1,770,000) 1.33
Terminated in 2006 (25,000) 5.35
Balance at December 31, 2006 2,435000 T 4405
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Effective February 1, 2006 the company's Board of Directors revised certain stock
option policies to include expiry dates five years from the date of grant and the fol-
lowing vesting provisions:

» Options granted to executive officers, directors and other head office personnel
vest on the basis of 1/16th of the totat each quarter (fom grant date), with such
vesting being accelerated based on a change in control of Corriente and/or the
attatnment of clearly identified milestones, as determined by the company’s Board
af Directors.

» (ptions granted to Cortiente subsidiary personngl vest on 2 curnulative basis of 50%
of the total granted after 12 months from the grant date, 75% of the iotal granted
atter 18 months from the grant date and 100% of the total granted after 24 months
from grant date, with such vesting being acceterated based on a change in control
of Corriente, as determined by the company’s Board of Directors,

0# the 1,375,000 options granted during 2006, 123,436 had vested, 1,226,564 had
not yet vested and 25,000 were terminated as of December 31, 2006. As at December
31, 2006, 1,208,436 of the company's 2,435,000 cutstanding stock options had
vested in acc_orda nce wilh the above-referenced vesting provisions.

Outstanding Share Data

The company's authorized capital consists of 100,000,000 common shares without pas
value. As at March 28, 2007, there are issued and outstanding 74,752,393 common
shares, and options to purchase an aggregate of 2,550,000 common shares, of which
1,219,997 had vested in accordance with the above-referenced vesting provisions.

Mirador Project

Exploration at Mirador in 2006 focused on delimiting the mineralization of the Mirador
Norte deposit to 100m drill spacing, with a total of 6780 metres in 39 core holes. A total
of 2,149 samples from this drilling were assayed and accrued to the database with
geological, geotechnical and geomechanical logging following the company's standard
quality assurance / quality control procedures and logging protocols, The program was
designed to provide geological and grade infarmation to support a resource estimate.

Corriente engaged Mine Development Associates (“MDA") of Reno, Nevada in August
2006 to generate a block model and provide a mineral resource estimate for the
Mirador Norte deposit, in compliance with the CIM Mineral Resource and Mineral
Reserve definitions referred to in NI 43-101. MOA's Technical Repor, issued in
November 2006, reported new resources for the Miradar Norte deposit to inclede
Indicated resources of 171Mt of 0.51% copper and .09 p/t gold (containing 1.9
billion pounds of copper and 490,000 oz gold} and Inferred resources of 45M1 at a
grade of 0.51% copper and 0.07 g/t gold {containing 500 million pounds of copper
and 100,000 oz gold). Beth Indicated and Inferred resources were estimated at a 0.4%
copper cut-off. These results were estimated from 68 diamond drill holes tetalling over
13,000 metres of coring. This deposit is exposed af surface, but open at depth and
to the south. The Qualified Person for the disclosure an Mirador and Mirador Norle
resources is Steven Ristorcelli of MDA.

With the copper and gold mineral resources identified at Mirador Norte, the esti-
mated resources available for processing by the planned Mirador Project concentrator
increased by 28% to 11 bitlion pounds of topper.

Mirador Norte is located less than 1,000 meties from the planned Mirador Project
milting facility, Confirmation of resources at Mirador Norte provides additionat
options for Mirader development that includes access to higher-grade enriched
material from the shallow parts of Mirador Norte and the flexibility of being able 1o
shift production {rem one pit to another,

Going forward, various combined mine plasning options are being evaluated to
maximize the ecenomic returns using a common milling facility from resources
that have been identified at Mirador and Mirador Norte. A program of metallurgical
testing is already underway to contirm the company’s expectation that the Mirador
Norie mineralization will behave in a similar fashion to Mirador and can be processed
using the same mill circuit,

Environmental Sampling and Manitoring Work at Mirador and at Mirador Norte

The hydsological monitoring program at Mirador commenced in 2004 and currently
includes 28 surface sampling points from the locat drainages, 12 subsurface sam-
pling paints and the main discharge river of Tundayme. The Mirador Norte water sam-

2006 ANNUAL REPBRT CORRIENTE RESOURCES INC.

pling program began in 2005 and shares several of the same drainages as Mirador
such as the Quimi and Wawayme River. An expanded surface and subsurface water
monitoring program for Mirador Norte is currently under design.

On-site Enginzering and Construction

The permanent camp engineering is continuing to identify the final camp configuration
and layout. Due to the remoteness of the mine, it is expected to house the majority of the
work force in 2 permanent camp. The camp is currently being stzed for 220 bedrooms,
eating facilities for 300 people per meal plus recreational and medical areas.

Power Alternatives
The company is currently evaluating several viable alternatives for the Mirador Project
power supply. The estimated demand for the Mirador Project is 30 MW. The options
under consideration include the following:
1. Cannect to an axisting hydroelectric plant that is located near the Mirador Project site. With
planned expansions, this hydroelectric plant complex wilt have a capacity of 59 MW.
2. Develop a potential 56 MW {preliminary evaluation) hydroelectric project located
approximately 15 km from the Miradar Project site.
3. Develop a potential 30 MW hycroelectric project located 70 km from the Mirador
Project site.
4. Connect directly to the Ecuador electnical grid. The company is considering two
options for the connection.
5. Install an onsite thermal power generation plant.
The above options are being evaluated for economic feasibility, stability, reliability,
constructability, and maintainability. The company is confident that it can secure a
reliable power supply for the Mirador Project’s phase one needs and also for future
expansion with several additional hydroelectric options near the Mirador site.

Engineering and Procurement

In March 2006, the company's wholly owned subsidiary, Ecuacorriente S.A. signed
a Letter of Award with SNC-Lavalin Chile S.A. {"SNC-Chile"}, a member of the SNC-
Lavalin Group of Companies of Canada {“SNC-Lavalin™}, tor full Engineering and
Procurement Services for the start-up and expansion of the Mirador Project. SNC-
Chile’s experienced engineering group has extensive ming design and construction
experience in South America, while overall, SNC-Lavalin is one of the leading groups
of engingering and construction companies in the workd.

Additionally, Ecuacomiente S.A. engaged SNC-Lavalin Engineers & Constructers, lnc.
{*SNC-Canada”} to prepare detailed engineering for the Mirador Project, which will
incorporate the results of work done by SNC-Chile, the company and/or its consultants.

Environmental Impact Assessment (“EJA")
On May 4, 2008, Corriente announced that the Mirador Project’s £1A was approved by
the Ministry of Enesgy and Mining {“MEM") of Ecuador,

The EIA covered both the environmental aspects of proposed mining operations in
Mirador and community and social plans associated with the same project. During
the lengthy preparation of the ELA, the company worked closely with the MEM to ensure
that the report met all required government guidelines and regulations. The Mirador
ElA is one of 1he most comprehensive documents on sogial and envirenmental issues
ever submitted to the MEM in Ecuador for a mining project. The submission of the EIA
and subsequent approval followed an extensive consultation process with local com-
munities, which was carried out in late November and early December 2005.

As a requirement of the MEM's approval of the EIA, the company was required 10
post US $3,019,539 ($3,518,971) in favour of the MEM as a security deposit against
the company's obligations under the EIA. The required security deposit amount will
be reviewed on an annual basis by the MEM and will be adjusted as the project
progresses to completion.

in September 2006, the company filed an amendment to the ELA to allow for mill, tailings and
dump lecation changes te the criginal mine plan. Public consultations were successful and
the company expects to receive approval of the amended ELA in the first hatf of 2007.

For the company to receive a mine operating permit for the Mirador Project, approvals
for the amended EIA and consiruction and operating-related permit apphications must
be received from the MEM and other Ecuador povernmental authorities during the
course of development of the Mirador méne, prior to the beginning of mine operations.




Suspension of Work

In September 2006, Coeriente’s Board of Directors reviewed the development status of
the Mirador Project anc approved the placement of orders for long lead-time eguipment
for the project. This equipment included the main compenents of the grinding circuit
such as the SAG and ball mills. The company was working on a timeline that had an
estimated completion date of the Mirador Project and start of production during the
fourth quarter of 2008. These items were on the critical path to meet that deadline.

In Novernber 2006, a series of protests began that were held in the Mocona-Santiago and
Zamora-Chinchipe provinces against resource development in general, After 2 number
of ineftective negotiating sessions were held with the protesiers, the federal government
asked the company {o temporarily suspend #ts Mirador Project activities to aid in the
negetiating process. In order to secure the safety and security of local communities and
supporters, Comiente agreed to temporarily halt its field project work.

On January 25, 2007, the company announced that there would be a delay in the stard
of production at Mirador from late 2008 to approximately mid-2009. This delay is
largely due to adjustments to long lead-time equipment deliveries as a result of the
decision to move off of the previous accelerated Mirador Project development plan.
This plan was based on having key permits and gevernment agreements completed
by lanuary 2007. Since these agreements are still being processed and the company
is restricted from resuming planned development activilies at Mirader, the Board of
Directors elected to minimize the company's Mirador Project obligations.

This decision also resufted in the termination clauses of certain agreements with
suppliers of %ey long lead-time components to the Mirador project to be invoked, for
which charges for work incured of $2,951,000 ($US2,532,000) have been accrued at
December 31, 2006, Subsequently, the cempany was able to sell these partially com-
pleted assets 1o third parties in 2007 for net proceeds of $2,776,000 ($US2,382,000),
for which it is awaiting receipt {refund received by the cempany on April 13, 2007).

Engineering, project planning and procurement timelines for the Mirador Project are
currently being adjusted, pending resclution of the protests and other factors includ-
ing acceptance of the company's amended EIA, receipt of the mine development
permit and completion of an investment contract.

Community Relations

The company has designed and implemented its community relations {"CR"} plans after
identifying the local communities most impacted by the company's future mining activi-
ties and their respective needs. The company's CR prans focus on the critical needs of the
communities and are regularly reviewed to ensure appropriateness and effectiveness.

The company continues to be committed to local communities in all aspects of its mining
and economic development activities. In 2006, the company had active initiatives and pro-
vidad financial resources in the areas of education, employment, health, building assistance,
environmental presesvation, and cultural and economic development programs.

Personnel

Beginning in the second quarter of 2006, the company began hiring key management
and technical staff for its Ecuador eperating group, focused on the developmeat and
operations of the company's Mirador copper-gold project. Management is very pleased
with the high level of experienced technical and management expertise that have
been aftracted to the Micador Project.

In connection with the Mirador Project timeline extension referenced above, on
February 23, 2007, the company implemented a restructuring of its Ecuador opera-
tions to reduce the number of its employees while still maintaining a core group of
technical and professional staff, The company expects to record a severance expense
of approximately $743,000 ($4S 631,000 for the quarter ended Masch 31, 2007 as a
result of this restructuring.

Exploration

Panantza-San Carlos

Carriente 15 currently about halfway through the first phase of 16000 metres of drilling
on the Panantza project. This ts the start of a planned two-year program 1o complete
a feasibility study at Panantza and San Carlos, which is designed to incorporate
the Panantza and San Carlos concessions into a single farge copper development
opportunity with aggregate inferred resources of 1,05 billion tonnes at a grade of

"
0.63% copper. As the two mineralized centres are only four kilometres apart, the plan
will be to provide a single processing facility for both open pits with concentrater mill
ihroughputs of up to 150,000 tonnes/day. .

Previous infesred resources at Panantza, using a 0.4% copper cut-off, total approxi-
mately 395 mitlion tonnes grading 0.67% copper containing 5.8 billion pounds of
copper. Inferved resources at San Carlos total approximately 657 million tonnes grading
0.61% copper and containing 8.8 billion pounds of copper, The new drilling will attempt
10 expand the resources and convert inferred resources to the indicated category.

Panantza, which is located in southeast Ecuador approwimately 40 km north of
our Mirador Project, was last drilled in 2001. Results from the previous drilling at
Panantza included holes PAOL3 with 299 metres of 0.76% copper, hale PADY2 with
269 metres of 0.97% copper, and PAG17 with 64 metres of 1.29% secondary copper
at the surface followed by 383m of 0.75% copper,

{n 2006, an additional 25 holes totalling 8400 metres were completed. Results include
hole PAG39 with 17 metres of 1.31% copper in a secondary copper horizon gverlying
399 metres of 0.66% copper, hole PAOAL with 443 metres of 0.60% copper, and hole
PAQS2 with 276 metres of 0.77% copper.

One purpose of this drilling was to define the southern edge of Panantza’s mineraliza-
tion. However, rather than delineate the edge of the Panantza deposit, the most recent
results indicate the Panantza mineralization exends farther south than previously
recognized. The southernmost holes drilled, PAD33 and PAO34, were both terminated
in copper mineralization averaging over 0.8% Cu at the hote bottoms, at approximate-
ly 330 metres and 342 metres deep respectively. The Panaatza drill plan has now been
expanded to complete additional holes to follow this mineralization to the south.

In addition, the deepest holes from this round of drilling (such as PAD31) indicate
mineralization extends more than 200 metres deeper than previous drilling in the
southwest portion of the deposit and mineralization remains open for further extension
at depth. The deposit is also still apen o the south and west.

San Carlos is a large copper-molybdenum mineralized porphyry system with dimensions
of about 2000 metres x 250§ metres. The mineralization has been tested with 25 diamend
drill holes at variable spacing. The curment inferred resource estimate based or these drill
holes is 657 million tonnes at 0.61% copper, calculated af a (.4% copper cut-off.

The Qualified Person for this disclosure is John Drobe, P. Geo, Chief Geologist for the
company.

The company feels that the Panantza-3an Carlos concessions represent a rare oppor-
tunity to capitalize on six years of community work, project engineering and manage-
ment develoapment that has been buitt around the nearby Mirador Project. This body
of knowledge will significantly assist in the project development process and at the
same time allow the company to take economic advantage of infrastructure that is
being put in place for the Mirador mine.

Tundayme/Piedra Liza Gold Exploration Targets — Propesed Spin-off

Corriente recently engaged an independent consultant to complete a review of its
Ecuador gold concession package totalling 6,600 hectares containing encouraging
gotd tarpets that are nat part of the companys foreseeable copper development
pregrams within the Corriente Copper Belt. Following completion of this review and
accompanying 43-101 Technical Report, the company plans to distribute ownership of
these concession rights to existing sharehalders in the second quarter of 2007.

The gald concessions include the Tundayme prospect, which is immediately adjacent
1o Corriente’s Miradar copper deposit land holdings and is approximately 15 km from
Aurelian Resources Inc.'s newly discovered Fruta del Norte gotd zone. The Turdayme
prospect has approximately 8 km of north-south trending structures that edend along
strike to the Miradar Project. This 8 km trend is criented in the same direction as the
Fruta del Norte mineralized trend and parts have had preliminary prospecting and
sail sampling performed by Carriente. Further wark is required to follow-up anomalous
gold saik and rock samples fram that initial work. Alse included is a second set of con-
cessions approximately 50 km southwest of Miradar called the Piedra Liza prospect.
Within the Piedra Liza prospect, four clusters of anomalous gold soil samples occur
over a 6 km trend that is on-strike and north of the Nambija area, which has produced
aver three million ounces of gold by local estimates, Follow-up ground work identified
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altered rock samples with maximum gold values at 1 - 4 g/t. The Qualified Person for
this disclosuee is John Drobe, P.Geo, Chief Geologist for the company.

Corriente is a copper development company and remains focused on moving its Mirador
copper-gotd project into production, along with development of the large Panantza-San
Carlos copper complex in the north of the Coeriente Copper Belt. The Tundayme and
Piedra Liza gold prospects are not considered core to Corriente's copper growth plans and
will be transfemed to a new corporation that will be financed separately from Corriente.

Financial Results of Bperations
Al of the financial information referenced below is expressed in Canadian dollars and has
been prepared in accordance with Canadian GAAP, applied on a consistent basis.

- $61,378; 2004 - $74,053) due to increased out-of-town shareholder presentations
and more corporate development activities. Office and related expenses increased
to $234,463 (2005 — $172,617; 2004 - $157,157) mainly due to the outseurcing of
information technology support and higher insurance costs.

Included in management fees, wages and benefits was non-cash stock-based com-
pensation expense of $567,734 for 2006, $1,224,274 for 2005 and $7(9,424 for 2004,
for which an eguivalent amoun! was added to shareholders™ equity. These amounts
reflected the fair value of stock options vested as calculated using the Black-Schedes
Option Pricing Model. '

Financial Data for Last Eight Quarters
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The company’s operations during the year ended December 31, 2006 procuced income
of $1,403,028 or $0.02 per share (basic and diluted) compared to a loss of $3,344,139
or $0.07 per share for 2005 and $714,062 or $0.02 per share for 2004. In years of loss,
basic and diluted loss per share are the same because the effect of potential issuances
of shares under options and warrants would be anti-dilutive, As the company has
not owned any revenue-producing mineral properties, no mining revenues have been
recorded to date. The income in 2006 was due to the interest income earned on the
company’s cash and cash equivalents balances. Interest income increased signiticantly
to $3,994,855 in 2006 from $209,422 in 2005 and $382,237 in 2004, due to much
higher cash and cash equivalents balances invested and generally higher interest
rates. The company also realized a gain of $336,253 (2005 — loss of $96,877; 2004
— gain of $199,323) on securities sold in 2006, which had been received as proceeds
from the sale of previously-written off assets to third parties in prior years.

Deferred mineral property development aad acqu'isitiun charges on the company's
Mirador Project and exploration target projects within the Corriente Copper Belt totalled
$27,043,105 for 2006 versus $8,985,744 during 2005 and $8,662,881 for 2004, reflect-
ing the company's significant work in furthering development of the Mirador starier
mine. As in recent years, all exploration work in 2006 was contained 1o the company's
Corriente Copper Belt mineral properties.

Total administration expenses increased for 2006 to $2,949,131 from $2,639,979 in
2005 and $1,778,010 in 2004. The increase in 2006 is primarily due to an overall
increase in activity. Legal and accounting fees increased to $536,589 (2005 — $149,214;
2004 — $82,459) due to work related to the company’s April 2006 successful listing on
the American Stock Exchange and preliminary work throughout the year regarding
compliance with upcoming regulatory requirements. Management fees, wages and
benefits, which includes non-cash stock-based compensation expense, decreased 1o
$1,458 749 (2005 - $1,811,185; 2004 - $1,146,396). Excluding non-cash stock-based
compensation expense, management fees, wages and benefits increased to $891,015
(2005 ~ $586,911; 2004 — $436,972) due to an increase in management salaries and
directors fees as a result of an annual review of senior management compensation
performed by the Compensation Committee of the Board of Directors, and also a higher
number of support statf, Regulatory fees increased significantly to $192,625 (2005
- $56,071; 2004 - $26,735) due to increased stock exchange sustaining fees based
on the company's higher market capitalization and also the fact that the company is
trading on an additional major stock exchange. Travel increased to $124,156 (2005
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ant to the public offering financing that closed in May 2006) invested and generally higher
interest rates. In the second quarter of 2006, the company realized a gain on the receipt
and sale of shares received from prior years' asset sales. In the fousth quarter of 2005, the
company’s significant loss was mainty due to the write-down of previously deferred power
project costs and in the first quarter of 2005, the compamy's significant income was due to
the gain recorded on the receipt of shares on assets previously written off.

In recent years, the company's losses generally reflected the impact and timing of the
recording of non-cash stock-based compensation expenses attributable to the Black
Scholes Option Pricing Model calculation of the fair value of stock options vested, offset
by interest income earned from cash and cash equivalents on hand.

Related Party Transactions

Included in management fees, wages and benefits expense, mineral property expen-
ditures and corporate development and shareholder expenses ase expenditures of $Nil
{2005 — $48,595; 2004 — $124,194), $Nil (2005 — $50,500; 2004 ~ § Nil) and $Nil
{2005 — $Nil; 2004 — $66,667), respectively, for the year ended December 31, 2006 in
respect of administrative and technical services provided by companies atfiliated with
employed officers. Included in legal and accounting ase fees of $2,600 {2005 - § 710;
2004 — $ Nil) for the year ended December 31, 2006 in respect of tax services provided
by a firm emploving a director of the company.

Fourth Quarter

During the fourth quarter of 2006, the company's cash and cash equivalents balance
decreased by $7,557,868, predominantly due to development and exploralion costs in
Ecuador. Additionally, the company recorded income in the fourth quarter of 2006 of
$885,340, which was dug primarily to the eaming of $1,506,888 in interest income.
Dfisetfing this was legal and accounting fees in the fourth quarter totalling $222,518,
reflecting pretiminary work regarding compliance with upcoming regulatory requirements
and an increase in eslimated audit fees for the current year. Corporate development and
shareholder expenses totalled $153,195 because of increased investor relations activities,

Subsequent Events
Subsequent to December 31, 2006 the company granted 290,000 options to certain
employees at a price of $4.10.

On January 25, 2007, the company announced that it was extending the Mirador
Project development timeline as key permits and goverament agreements had not
been received consistent with the accelerated project plan. This decisior alse resulied



in the termination clauses of certain agreements with suppliers of key long lead-time
components 1o the Miradar project te be invoked, for which charges for work incurred of
of $2,951,000 {3US2 532,000) have been accrued at December 31, 2006. Subsequently,
the company was able to sell these pantially completed assets to third parties in 2007 for
net proceeds of $2,776,000 {$US2,382,000), for which it is awaiting receipt.

In connection with this timeline extension, on February 23, 2007, the company imple-
mented a restructuring of its Ecuador operations to reduce the number of its employees
while still maintaining a core group of technical and professional staff. The company
expects to record 2 severance expense of approximately $743,000 (SUS 631,000} for the
quarter ended March 31, 2007 as a result of this restructering.

Accounting Estimates, Policies and Standards

As a new Canadian accounting standard is released, the Chief Financial Officer under-
takes a review and evaluation to determine if it is applicable. If there is any uncertainty
in its applicability, Corriente solicits the input of its professional advisors and Audit
Committee. | the new standard is applicable ta Corriente, it is then analyzed and sum-
marized in a manner that effectively documents and evaluates the impact on Corriente,
and to determine the immediate action, if any, Corriente would need to undertake in order
to comply with the new siandard. Quarterly, the documented standards are reviewed, and
updated as required, 1o ensure that a standard is still applicable, and that Corriente
remaing in compliance. :

The detaifs of the company's significant accounting policies are presented in note 2 of the
company’s audited consolidated tinancial statements, which can be found on SEDAR. The
following policies are considered by management to be essential te understanding the
processes and reasoning that go into the preparation of the company's financial state-
ments and the uncertzinties that could have a bearing on its financial results.

Mineral Properties

The company capitahizes all costs related to investments in mineral property interests
on a property-by-property basis. Such ¢osts include mineral property acquisition costs,
exploration and development expenditures. Costs are deferred until such time as the
extent of mineralization has been determined and mineral property interests are either
developed, the property sold, sbandoned, the company's mineral ¢ights allowed te lapse
or written down to fair value if the properties are impaired.

The amounts shown for acquisition costs and deferred exploration expenditures repre-
sent costs incurred to date and do not necessarity retlect present or future values.

These costs are depleted over the useful lives of the properties upon commencement of
commercial preduction or written down to fair value if the properties are abandoned,
become impaired or the claims aliowed to lapse.

Asset impairment

When events or changes in circumstances indicate that the carrying amounts of the
related mineral properties, plant and equipment may not be recoverable, management
of the company reviews and evaluates the carrying value of each mineral property for
impairment, f the total estimated future cash flows on an undiscounted basis are less
than the carrving amount of the asset, an impairment loss is measured and assets are
writlen down 1o fair value which is normally the discounted value of future cash flows.
Where estimates of future net cash flows are not available and where other conditicns
suggest impairment, management assesses whether carrying value can be recovered by
considering altesnative methods of determining fair value, When it is determined that a
mineral property is impaired, it is written down to its estimated fair value in accordance
with the CICA Handbook Section 3063 “Impairment of Long-Lived Assets”.

Stock-based Compensation

Management is required to make significant estimates about future volatility and the
period in which stock options will be exercised. The selection of the estimated volatility
figure, and the estimate of the period in which an option will be exercised can have
a significant impact on the costs recognized for stock based compensation. The esti-
mates corcerning volatility are made with reference to historical volatility, which is not
necessarily an accurate indicator of volatility which will be experienced in the future,
Management assumes that stock options will remain unexercised until near their expiry
date because historical experience supports this assumption. However, the exercise of
options may occur at times different than those estimated, or options may expire unex-
ercised. For options which vest over future periods, management makes an estimate
of the percentage of options which are expected ta be forfeited prior to vesting based
on historicat experience, which may not be an accurate indicator of future resulis. No

e
adjustment is made for actual experience, except for options which vest at specific dates
over time, where management updates its estimate of the number of unexercised options
which are expected to vest in the future. Such fair value is estimated using the Black-
Scholes Option Pricing Model, the assumptions of which can be found in note 6 (¢) of the
company's consolidated financial statements for the year ended Decernber 31, 2006.

Environmental protection practices

The company is subject 1o the Jaws and regulations relating to environmental matters in
all jurisdictions in which it operates, including provisions relating to property reclamation,
discharge of hazardous materiat and other matters. The company may also be held liable
should environmental problems be discovered that were caused by former owners and
operators of its properties and properties in which it has previously had an interest.

The cempany conducts its minerat exploration and development activities in compliance
with applicable environmental protection legislation, The company is not awase of any
existing environmental problems refated to any of its current or former properties that
may sesult in material lability to the company.

Liguidity and Capital Resources

Generally, 8 non-GAAP tinancial measwse is a numerical measure of 2 company's per-
formance, financial position of cash and cash equivalents flows that either excludes or
includes amounts that are not normally excluded o inctuded in the most directly compa-
rable measure calculated and presented in accordance with generally accepted account-
ing principles {"GAAP"). Working capital calculations or changes are not measures of
financial perfarmance {nor do they have standardized meanings) under either Canadian
GAAP or US GAAP, In evaluating these measures, readers should consider that the method-
ology applied in calculating such measwes may differ among companies and analysts.

Working capital (defined as cument assets minus current liahilities) as at December
31, 2006 was $120,064,518, compared to $31,621,262 at December 31, 2005 and
$12,505,593 at December 31, 2004. The increases for 2006 and 2005 are primarily due
to public offerings completed on May 25, 2006 that raised net proceeds of $117,662,735
and on December 29, 2005 that raised net proceeds of $27,853,364,

The main cash and cash equivaents flows applied to investing activities during the
year ended December 31 2006 were for mineral property expenditures mainly associated
with the devetopment ¢f the planned Mirader mine of $21,553,066 {2005 - $8,642,746;
2004 - $8.452,935), a security depasit of US$3.019,539 ($3,518,371) with the Ministry of
Energy and Mining of Ecuador for the Mirador Project EIA, payments to acquire property,
plant and equipment of $1,882,845 (2005 - $154,859; 2004 - $213.820} and expendi-
tures on the Sabanilla Power Project of $Nif (2005 - $1,034,449; 2004 - 31,704 ,662).
Proceeds from sales of marketable securities resulted in additional cash proceeds of
$336,253 (2005 - $2.339,123; 2004 - $529,323).

As at December 31, 2006, the company had 74,752,393 (fully diluted ~ 77,187 393) common
shares issued and outstanding versus 53,751,393 {fully diluted — 56,606,333) and 45,421 393
(fully diluted — 49,055, 141) for 2005 and 2004, respectively. There was one public offering in
2006 of 19,231,004 common shares that raised $125,001,500 before issue costs of $7,338,765
and one public offering in 2005 of 7,605,000 comman shares that raised $30,039,750 before
issue costs of $2,186,386. There were no share offerings in 2004,

Also contributing to the increase in working capital was cash and cash eguivalents
received from the exercise of stock options. In 2006, 1,770,000 (2005 — 475,000; 2004
— 315,000) stock options were exercised, generating proceeds of $2,334,950 (2005
- $435,250; 2004 - $304,350).

There were no share purchase wamrants outstanding o exercised in 2006, but in 2003, 250,000
{2004 — 3,500,008} wamants were exercised, for proceeds of $200,000 (2004 - $3,928,512).

Subsequent 1o December 31, 2008, the company granted 296,000 options to head office
personnel at an exercise price of $4.10 per share. To date, no other share or security
issues have occurred subsequent to December 31, 2006.

Historically, the company's capital requirements have been met by equity subscrip-
tions. While the company's cument working capital is considered sufficient to fund the
company's administrative overhead for the next several years, substantial capital is
required to complete the company's Mirador Project and other Corriente Copper Belt
resource development. Actual funding requirements may vary from those planned due
1o 3 number of factors, including the progress of exploration and project development
activity and foreign exchange fluctuations.
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management’s DISCUSSION & ANALYSIS

Risk Factors

Companies operating in the mining industry face many and varied kinds of risks. While
risk management cannot eliminate the impact of all potential risks, the company strives
to manage such risks to the extent possible and practical. Following are the risk factors
which the company's management believes are most important in the context of the
company's business. It should be noted that this fistis not exhaustive and that other risk
factors may apply. An investment in the company may not be suitable for alk investors.

Foreign Country and Political Risk

The mineral properties an which the company is actively pursuing its exploration and
development activities are all located in Ecuador, South America. As a result, the com-
pany is subject to certain risks, including currency fluctuations and possible political or

economic instability in Ecuador, which may result in the impairmeat or loss of minesal

concessions or other mineral rights. In recent history, Ecuador has undergone numesous
politica! changes at the presidential and congressional levels, Alsp, mineral exploration
and mining activities may be affected in varying degrees by political instability and
government regulations relating to the mining industey, Any changes in regulations or
shifts in political attitudes are beyond the control of the company and may adversely
affect its business. Exploration may be affected in varying degrees by government
regulations with respect to resrictions on future exploitation and production, price con-
trols, export controls, foreign exchange controls, income taxes, expropriation of property,
environmental legiskation an¢ mine and/or site safety,

In November 2006, Rafael Correa won the Ecuader Presidential min-gff election over
Atvaro Noboa but did not officially take office until January 15, 2007. During this
transition period, the administration of President Alfredo Palacio experienced a number
of indigenaus prolests in southeast Ecuador which eventually resulted in the suspen-
sion of the company’s exploration and development activities (see Mirador Project
— Suspension of Work) and a detay in the Mirador Project’s development timeline.

Since President Comea's January 15, 2007 inauguration, his administration has focused
primarily on exacting electoral and governmental referms, which would result in the cre-
ation of a Constitutional Assembly and eventual re-writing of the Ecuador Constitution.
These reforms are being met with substantial opposition from Congress.

While management believes that the current political climate in Ecuador will stabilize,
there can be no certainty that this will be the case in the near future. Presently, man-
agement believes that the company's Ecuador operations will not be affected in the
long-term and that any disruplion to its Mirador Project will be resolved.

To mitigate such risk, the company funds its Ecuador operations on an as-needed basis
and works closely with federal and teritorial govesnments and community groups. The
company does not presently maintain political risk insurance for its foreign exploration
and development projects. .

Exploration and Mining Risks .

The business of exploring for minerals and mining invalves a high degree of risk, Due in
some cases to factors that cannat be foreseen, only a small praportion of 1he properties
that are explored are ultimately developed into producing mines. There is no assurance
that the company's mineral exploration activities will result in any discoveries of new
bodies of commercial ore. At present, only the company's Mirador Project property has
proven or probable reserves while any planned exploration programs for the company's
other properties are exploratory searches for proven or probable reserves. The mining
areas presently being assessed by the company may rot contain economicatly recover-
able volumes of minerals or metals.

The operations of the company may be disrupted by a variety of risks and hazards which
are beyond the control of the company, including labour disruptions, the inability to
obtain suitable or adequate machinery, equipment or labour and other risks involved in
the conduct of exploration programs. Once economically recaverable volumes of miner-
als are found, substantial expenditures are required to establish reserves through drill-
ing, to develop metallurgical processes, to develop the mining and processing facilities
and infrastructure at any site chosen for mining, Afthough substantial benefits may be
derived from the discovery of a major mineraltzed deposit, no assurance can be given
that minerals will be discovered in sufficient quantities or have sufficient grade fo jus-
lity commercial aperations or that funds required for development can be obtained on a
timely basis. The economics of developing copper, gold and other mineral properties is
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aftected by many factors including the cost of operations, variations of the grade of ore
mined, fluctuations in the price of minerals produced, costs of processing equipment
and such other factors as government regulations, including regulations relating to
environmental protection. in addition, the grade of mineralization ultimately mined may
differ from that indicated by drilling results and such differences could be material.
Depending on the price of copper or other minerals preduced, which have fluctuated
widely in the past, the company may determine that it is impractical to commence or
continue commercial production. '

An additional project risk includes the curment high demand for major corponents and -
resources utilized in a mine’s construction and operation, including equipment, parts and
qualified employees. These same conditions may also adversely impact the mine’s con-
struction schedule if an inordinate demand on metals causes shortages of cost increases.

Surface Rights and Access

Although the company acquires the rights to some or all of the minerals in the ground
subject o the tenures that it atquires, or has a right to acquire, in most cases it does
not thereby acquire any rights to, or ownership of, the surface fo the areas covered by
its mineral tenres. In such cases, applicable mining laws usually provide for rigits
of acess to the surface for the purpose of carrying on mining activities, hawever, the
enforcement of stch rights can be costly and ime consuming. In areas where there are
no existing surface rights holders, this does not usuzlly cause a problem, as there are
no impediments to surface access. However, in areas where there are local populations
of land owners, it is necessary, as a practical mattes, to negotiate surface aceess.

There can be no guarantee that, despite having the legal right ta access the surface and
carmy on mining activities, the company will be able to negotiate a satisfactory agreement
with any such existing landewners/occupiers for such access, and therefore it may be
unable to carry out mining activities. in addition, in circumstances where such access is
denied, or no agreement ¢an be reached, the company may need to rely on the assistance
of local officials or the courts in such jurisdiction,

Estimates of Mineral Resources and Production Risks

The Mineral Resource estimates disclosed by the company are estimates ondy, and no
assurance can be given that any proven or prebable reserves will be discovered or that
any particular level of recovery of minerals will in fact be realized or that an identified
reserve or resource will ever qualify as a commercially mineable (or viable) deposit
which can be legally and economically exploited. In addition, the grade of mineraliza-
tion which may ultimately be mined may differ from that indicated by drilling results
and such differences could be material. Production can be affected by such factors as
permitting regulations and requirements, weather, earthquakes, fire, emvironmental
factors, unforeseen technical difficulties, unusual or unexpected geological formations
and work interruptions. Consequently, the company’s estimated Mineral Resources
shoutd not be interpreted as assurances or evidence of commedciat viability or potentia)
or of the profitability of any future operations.

Financing Risks

The company has limited financial resources, has no source of operating cash and
cash equivalents flow and has no assurance that additional funding will be available
to it for further exploration and development of its projects. Further exploration and
development of ane or more of the company's properties will be dependent upon the
company's ability to obtain financing through joint venturing, equity or debt financing
or other means, and although the company has been successtul in the past in obtain-
ing financing through the sale of equity securities, there can be no assurance that the
company will be able to obtain adeguate financing in the future or that the terms of
such financing will be favourable. Failure to obtain such additional financing could
result in delay or indefinite postponement of further exploration and development of
its projects. Additional funds raised by the company through the issuance of equity or
convertible debi securities will cavse the company's current stockholders o experience
dilution. Such securities may grant rights, preferences or privileges senior to those of
the company's commen stockholders,

The company does not have any coniractual restrictions on its ability to incur debt
and expects to incur significant amounts of indebledness to finance development of
its Mirador mine project. Any such indebtedness could contain coverants which would
restrict the company's operations.




'

Limited Experience with Development-Stage Mining Operations

The company has no previous experience in placing mineral properties inte production
and its ability to do so will be dependent upon using the services of appropriately
experienced personnel or entering into agreements with other major resource compa-
nies or contractors that can provide such expertise, There can be no assurance that
the company will have available to it the necessary expertise when and if it places its
mineral properties into production.

Base Metals Prices

The principal activity of the company is the exploration and development of copper-gold
mineral properties. The mineral exploration and development industry in general is
intensely competitive and there is no assurance that, even if commercial quantities of
proven and probable reserves are discovered, a profitable market may exist for the sale
of the same. Factors beyond the control of the company may affect the marketability
of any substances discovered. Base metals prices have fluctuated widely, particularly
in recent years, The feasible development of such gropesties is highly dependent upon
the price of copper and, to a lesser extent, gold. A sustained and substantial decline in
commodaty copper prices coutd result in the write-down, termination of explaration and
development work or loss of its interests in identified mineral properties.

Competition

The company competes with many companies that have substantially greater financial
and technical resources for the acquisition of mineral properties and mining and
processing equipment, the securing of engineering services and the recruitment and
retention of qualified emplcyees and consultants.

Environmental and other Regulatory Requirements

The activities of the company are subject to environmental regulations promulgated by
government agencies {rom time to {ime. Enviconmental legislation generally provides
for restrictions and prohibitions on spills, releases or emissions of vanous substances
produced in association with certain mining industry operations, such as seepage from
tailings disposal areas, which would result in environmental pollution. A breach of such
legislation may result in imposition of fines and penalties. In addition, certain types of
operations require the submission and approval of environmental impact assessments.
Envirgnmental legislation is evolving in a manner which means stricter standards, and
enforcement, fines and penalties for non-comptiance are more stringent. Environmental
assessments of proposed profects carry a heightened degree of responsibility for com-
panies and directors, officers and employees. The cost of compliance with changes in
governmental regulations has a potential to reduce the profitability of operations.

Companies engaged in exploration and devetopment activities generally experience
increased costs and delays as a result of the need to comply with applicable laws,
regulations and permi{s. There can be no assurance that all permits which the com-
pany may require for exploration and development of its properties will be gbtainable
on reasonable terms or on a timely basis, or that such laws and repulations would not
. have an adverse effect on any project that the company may undertake.

The company believes it is in substantial compliance with all material faws and regula-
tions which currently apply to its aclivities. However, there may be unforeseen environ-
mental liabilities resulting from exploration and/er mining activities and these may be
costly to remedy. Failure to comply with applicable laws, regulations, and germitting
requirements may resuft in enforcement actions thereunder, including orders issued by
regulatory or judicial authorities causing operations to cease or be curtailed, and may
include corrective measures fequiring capital expenditures, installation of additignal
equipment, or remedial actions. Parties engaged in exploration operations may be
required 10 compensate those suffering loss or damage by reason of the exploration
activities and may have civil or criminal fines or penalties imposed for violations of
applicable laws or regulations and, in particular, environmental laws.

Amendments to current laws, regulations and permits governing aperations and activi-
ties of exploration companies, or more stringent implementation theseof, could have
a material adverse impact on the company and cause increases in expenditures and
costs or sequire abandonment o delays in developing new mining properties.

Corriente’s policy is to abide by the regulations and requirements of Ecuador and the
company's EIA

-
Uninsured or Uninsurable Risks

The company may become subject to liability for pollution or hazards against which
it cannot insure against or which it may elect not to insure where premium costs are
disproportionate to the company’s perception of the relevant risks. The payment of
such insurance premiums and of such liabilities would reduce the funds available for
exploration, development and production activities.

Title Matters

Title to and the area of mining concessions may be disputed. Aithough the company has
taken steps 1o verify the title to mineral propesties in which it has an interest in accor-
dance with industry standards for the current stage of exploration of such properties,
these procedures do not guarantee the company’s title. Property title may be subject
to unregistered prior agreements o fransiers and title may be affected by undetected
defects or the rights of indigenous peoples.

Repatriation of Earnings

Currently there are no sestrictions on the repatriation from Ecuador of earnings 10
forgign entities. However, there can be no assurance that restrictions on repatriation of
earnings from Ecuador will not be imposed in the future,

Dependence on Key Personnel

The company's development to date has largely depended on, and in the future will
continue to depend on, the efforts of key management, project management and opera-
tions personnel, Loss of any of these people could have a material adverse efiect on the
company and its business. The company has not obtained and does not intend to obtain
key-person insurance in respect of any dicectors or other of its employees.

Share Price Fluctuations

In recent years, the securities markets have experienced a high tevel of price and vol-
ume volatility, and the market price of securities of many companies, particuladly those
considered development-stage companies such as the company, have experienced
wide fluctuations in price which have not necessarily been related to the underlying
assel values or prospects of such companies, Price fluctuations will continue o occur
in the tuture.

No Dividends

The tompany has no history of earnings from operations and, due to the nature of its
business, there can be no assurance that the company will ever be profitable, Investors
cannot expect to raceive a dividend on their investment in the company in the foresee-
able future, if ever. lavestors should not expect to receive any return on their investment
in the company's securities other than possible capital gains.

Currency Risk

The company's expenditures are predominantly in U.S. dollars and any future equity
raised is expected to be predominantly in Canadian dollars, The company conducts the
majority of its busingss in Ecuador, which uses the U.S. dollar as its primary economic
currency. As such, the company is subject to risk due 1o fluctuations in the exchange
rates for the U.S. and Canadian doflar. The company does not enter inio derivative
financial instruments to mitigate its exposure to foreign cumency risk. A breakdown
iy currency of the company’s cash and cash equivalenis, net of overdrafis at year-end
was as follows:

o T T a5 TGS, T 00
Canadian dallar $125063,312  § 32,349744  $12,366,062
11.S. doflar US$ 1.756,794 USS 78200 3 196,976
December 31 closing
exchange rate (Cdn3 to US$) 1.1654 1.1630 1.2020
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auditors’ REPORT

To the Sharehalders of Corriente Resources Inc.

We have audited the consolidated balance sheets of Corriente Resaurces Inc. as at December 3§, 2006 and 2005 and the consolidated
statements of changes in its shareholders' equity, loss and deficit and cash flows for each year in the three year period ended
December 31, 2006. These financial statements are the responsibility of the company's management, Qur responsibility s to express
an opinion on these financial statements based on our audits,

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

In gur ppinion, these consclidated financial statemants, aiter the restatement of the U.S. GAAP reconciliation described in note 13,
present fairly, in all material respects, the financial pesition of the company as at December. 31, 2006 and 2005 and the results of its
operations, changes in its shareholders’ equity and its cash flows for each of the years in the three year period ended December 31,
2006 in accordance with Canadian generally accepted accounting principles.

PricewaterhouseCoopers ELP (signed}
Chartered Accountants '
Vancouver, BC

March 29, 2007

Comments by Auditors for \.S. Readers on Canada - U.S. Reporting Difference

In the United States, reparting standards for auditars require the addition of an explanatory paragraph (following the opinion
paragraph) when there is a change in accounting principles that has a material effect on the comparability of the company's financial
statements, such as a restatement as described in note 13 to the financial statements. Qur report to the shareholders dated March
29, 2007, is expressed in accordance with Canadian reporting standards which do not require a reference te such a change in
accounting principles or a restatement in the auditors’ report when they are properly accounted for and adequately gisclosed in the
financial statements.

PricewaterhouseCoopers LLP {signed)
Chartered Accountants

Yancouver, B.C.

March 29, 2007

2006 ANNUAL REPBRT CORRIENTE RESOURCES INC.



7_»_-’--:‘-5-; P - .._. ,: A e e S a,a L e B - -

consolldated BALANCE SHEETS

Comente Resources Inc. (A Deve!opmentStage Enterpnse) Lo ' L
> , o B v
- '\-
, 2uns ':‘ S
Assets
- ‘ tH
Current assets - . : L . .
Cash and cash equivalents S . IR FIAN AL A 890 T
Prepayments and alher current assets - - o 213856 | ... . ; 156,816 1 ': SR
. - ) oo . 127,324,535 ) . 32,597,506 .
v _ Mineral properties (nate 3) | o 61,249,060 | ° ._’ -, 34205955-" T
f‘ : * Plant and equipment {note 4) ' ‘ - 2,490,457 : 255 517
Other assels (note 5) - . - . 4933384 & 1 o T "--30930
TOTAL ASSETS . _ . o S 165,997,436 - : S 67 100008 =
Liahitities
Current labilities  * Co
Accounts payable relating to mineral properties o Co $ 6,448,508
Accounts payable relating to_plant and equipment : ! 547,638 ]
"Accounts payable and accrued liabilities : o ' 263811 -
, . S | 7,260,017
Shareholders’ Equity -~ ~ " - S
L7 SascaptalfotesO) . .. 232783 L
oo ) ﬂptlnns {nﬂteﬁtc)) L e o ST 2,584,710 -
T _ Contributed surplus - - ) - 993697 - oo T )
Deficit : ; 48393770y . < {49:796,799) .
‘ o ) ' 188,737,419 : - -+ 66,123,764
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY . : $ 155,997,436 .."+$-; 67,100,008 B
_Commitments — note 3. - |
Subsequent events —note 15
R f .‘_A: .‘ 4 :{I’:&;‘_ |
SR | |

Director ) Direclor‘- .
Keaneth R. Shannon (signed) ) Anthoay Holler (signed)

R

|
|
|
Approved by the Board of Directors + ) ] » ‘ I
The accompanying notes ase an integral part of these consolidated financial statements. CORRIENTE RESQURCES IN_C_' ZBDE AHNUAL REPURT_ 1 g
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: consolldated STATEMENTS DF CHANGES IN SI:IDREHDLDERS’ EDUITY

- Comente Resuun:es [nr.' (A Development Stage Enterpnse) I3

FDR THE YEARS ENDED DECEMBER 3, ZDDB 2005 AND 2004
. EXPRESSED IN CANADIAN DOLLARS

. . Common Shares " Estimated Fair Value
o * "t .
o . . ) Share | - - Total -
MR + ' Purchase . Contributed ' . .. _Shareholders’ . |
ooteE . Number  Share Capital Options Warrants Surplus Daficit Equity .
T 7 Sinceinception: . . : . Lot T
.  Comman shareslssuedforcash netuhssuacosts 31519872 § 68953436 § - 4 - % = = § 68,353,436
. " Comanor shares l$sued for-cash pursuantto ’ -
! exercise of warrants -~ -1 2239946 2,380,513 - - - == 3380503
» Commen shares :ssued 1otcash pursuant to e : o
'l' " exaicise of options - 575,000 453,250 - -, - - .0
weod Commun shares issued for mineral property nmeresis 6,871,477 6,787,054 - - .- . - 6,787,054
;u‘;' - Fair yalye of warrants issued - - - 597506 | 676407 | - 1213913
- rauvalueuteptmnsexemsed - 286,608 {286,608} - - - -
. o Ifa;r_galue‘qlwarrgnts exercised - 170,326 - . (170,326} - L -
L7 od Ralrvaldofwamanisegied . i - - - (254250); 254253 v - -
{ : *Stockbasedcompensahonexpensaon R T g :
P .AUﬂEIBICiSEdVES(EdODIIORS e - - 1,407,222 - f—‘ a 1407222
“ 4 Lsses since inception I - - - - = (45738598]" (45738 598) -
e Balance at December31 2003 ¢ o0 p 0 41,606,295 75,041,187 1120614 1729 '930,550 ms 738 598) - - 35526790 -
; --“'E “Coman sharesnssuedforcash pursuantio ; ' 3 N .
{: exen:use of warrants j. : 3,500,068 3,928,512 - - - ' - .3,928,512‘
1] - Common shares issued for cash pursuantm - g oo
VL eercisedf options 315,000 304,350 - - - - - 304350
TR Fairvalue of options exercised (noteB(c]] - 174,876 {174,876) -, . o -
;- -2t Fgirvalueol warrants exercised ¢ - 16,472 - (76.472) - ' s -
- Stock based compensation expense an . R
.+ Unexercised vested oplions (note'§ (c)), - - 709,424 - - Vo= L 1084
. Loss for the year ended December 31, 2004 - - - - - {714,062) - (114062)
. Balance at December 31,2004 ' . 45,421,393 £3,525,397 1,655,163 96,455 930,660 (46;452,660) ’ 39,755,015
Comrnon'shaies tssm;d for cash pursvant to E ! - -
: private placements, net of issue costs - . 7,605,000 21,853,364 - - - - 27,853,364 .
f K Cummunshares|ssuadiorcashpursuanna . s
, exercise of options 475,000 435,250 - - - - 435,250 -
o Common shares issued forcash pursuant to . ) t
- exgrcise of warrants 250,000 200,000 - - - - 200,000~
. Fairvalue of options exercised {note 6 {c)} - - 257,189 {257,189} - - - -
 Fair value of warrants exercised - 96,455 - (96,455) - - -
. Stock based compensation expense on unexercised L
vested options {note 6 (¢)) - - 1,224,274 - - - 1,224,214
Loss for the year ended December 31, 2005 - - - - - - 13344139 {3,344,139)
_Balance at December 31, 2005 . 53,751,391 112,367,655 2,622,248 - 930,660 (49,796,799} . 66,123.764 '
Common shares issued for cash pursuant o private
placements, net of issue costs 19,231,000 117,662,735 - - - -, 117,662,735
Common shares issued for cash pursuantiec . - '
exestise of options 1,770,000 2,354,950 - - - - 2,354,950
: Fair value of options exercised {note 6 {¢}) - 1,167,443 {1,167 443} - - - -
" Fair value of options terminated (note 6 (¢)) - - {63,037 - 63,037 - - -
Stock based compensation expense an unaxarclsed :
vested options (note 6 {c)) - - 1,192,942 - - - 1,192,942
Income for the year ended December 31, 2006 - - - - - 1,403,028 1,403,028
‘Balance at December 31, 2006 74,752,393 § 233552783 § 2584710 § - § 593697 § (48,393,771) $ 188737419
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The accompanying notes are an integral part of these consolidated financial statements.
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consolldated STATEMENTS UF I.OSS ANI] nan:n

Comente Resources Inc. (A Development Stage Enterpnse)

M el s v e o [P

e e A — e s e
r

e 3_‘

A s S
Lo fn’rihe period N
- BB " irgm ingeption
' : S {Fabruary 16, 1983) *
“ . T e :Wf to December 31, -~
) 006 - & . 2005 12004 2!1!15 unzudited . -,
: i, L v N < "
- Administration . b TR e o
Management fees, wages beneﬂts&stock based cumpensatwn $ 1,458,749 ? $ léllJlBﬁ {.'tf, 1145 395' $ 8641226
" Legal and accuuntmg . , 536,389 . " 145, 214., T faz 459' torx 2352 708
Corpnratedevelopmentandshareholderexpenses ) R : 349,643 ; . 344 218 = 275905._‘; % 2515 603 - . .
Office and related LT ’ D463y o L NIZ8NT ] ey 18ISy 2709514_1-‘ .
 Regolatory fees i 192,625 3 . 96071 - '26735 - (" 855175 L
" Travel * ‘ 12415 { 91373 P TAQSR T e 80881 4 T
“Other - - 52906 * . - 1529 ‘. 14304‘ < "'~.‘"-~345,§49 L
o : 2900131 . - 2,539;979[. -, mmo 17992486 - -
o .}‘.. :‘. e ) ' - _4“- .
© Other: expenses (lncume) s R Lv";e;_ '

Inierest income .
"Loss {gain} on Sale of marketable securlt!es (nute 11)

(7,392; ozn ;
125319757

(3,994,855)

(209 422) _
(336,253) %

96 87}'

Forelgn exchange loss {gain) {58,667) : 9379 :_ .(23;290},.- }‘. . |
Generalexplqra_tlnn .. ‘ 37616 e 38 535 4222 g5’ " |
Write-down of deferred power project éos'ts . -t 2739 111 »2?39 111 X |
Gain on'sale of assets’ C T e (l 970320} . ¥ g A8, e
lther (nate 12y " - e o ! -t - ;-”t- em 7 36.957066 ﬁ,_;‘_
S St ' (4,352,159) - r?(}{.lﬁﬂ (1053943)';" .30491235
. . e, ‘ - u el _~ N 4 .‘ o X
" Loss (ircome) for the period " (1,403,028} .~ 3344139 714 062 a 48 393 771' " ‘
Deficit— beginning of period t _ . 49,796,799 46,452 660 45738:598 R
Deficit — end of period B $ 43363771 $ 49796799 $ 46,452,660 S 48 393 77l -
Loss (earnings) per share - . 2 - DO o ;—'-‘.
S - Basic . $ (002 5§ 007 '-$ U v--002 rV
Diluted $ {0.02) ~ $ 007 .3 002
Weighted average number of shares outstanding - L .
. Basic ' 66,603,215 45,825,859 4504782 © -
Dituted 66,603,215 46431060 - 46193268 . N

The accempanying notes are an integral part of these consolidatec financinl steten}ents.
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FIJR THE YEARS ENDED ’DECEMBER 31 2[!!16. 2[}[15 ANI] 2804

A . EKPRESSED INCANADIAN DOLLARS ; .
D o TmET L 'Furlhapanud"
D . N Lo+ o frominception.

=z w2 (February 15, 1983) 2 T

O e — l: % ¥4 . to December 31,
o zum 201]5 unaudlled “"‘
T Bashflowslrom(applledtu)operallngaclwmes A " L B T X S * :'
L =.f" lncametloss)iorthepenod BE i $ 1403028 18 (3344139) $ (714062) $ (48393771) ,-
i Items not: aﬁecimgcash "_ . ; . ;- . T R : -
; i mp VITLT sk ~1‘.224,-274 ~709,42
3 S ‘ 19,201 B 15295' L34

e - 2739111 : :
calr - 1 L{1882,000) (549000)*'
(336,253) ey 95377 (199323) L

Vs e

(3 254 488)

tg 1 ‘_.!,
S

- "(1 461 565) W, -

Prepaymentsandothercurfent assets ~ R ’ (57040) (51 483) 139 155" Sl v
Accuuntspayableand accrued I1ab|I1t|es L e (325,827) K 1Y VDR I L3670 - 7
, R IR 1270933 | -’ (1157820), -_.(475,97{!) ‘_,.(_10,759,;55>" ‘

B e R e

,(80 507435)
Har (;518971)

'>;»_;_‘ S0 (215530668) 7

- R R B <)1)

. Paymentsln acqunre plant and equnpment netof accounts payable R {1,882,84) ¢ g by (154 859}

Pmceeds from salg of markgtable secuntles N T 33,253 j’\-2339 137 *529 303 7% Sas .

"w. Deferredpuwerpro;ectcusts o s L ' '.‘3 5 5 s o (Y 034449) (1704 662) _ .“V{2,739,111J o
R b - R 1 R

LT e e e C o Z6618529) " - (7;492'.9'31). (9,342,094)‘ . (86,162843). .-

PR g IR [ L CR ey et

. L] - LT i - .
" - . “ ¢ - T s

.-[:ashﬂnwsirumﬁnancmgactlwtles N R B P
Proceeds from lssuanceof share capital,net of i |ssuecusts e . 120017685 ’.;28 488‘614 4,‘232,852,-_}' T 228718373 5, .

Tl Repaymentotlong-term debt T - e ool v (16RA5BE) i .
DU L B T 120017685 ¢ 28488514 : ‘4;232.362 204033787 ./

lncrease(decrease) in cash and cash equwalems . L 94,669,989 ‘ 18, 837853 . -6 085 202)‘_‘; f 1__'2_7’,11'&“67'9.-
ey Cash and cash equivalents — beginniag of periad o 32440690 < 12,602,827 18,688,029 e
_Cashandcash equwalents endoipenud - R $ 127110679 :$:132440690 % 112,602,827 $,.'127.110,579'

.A,.- . . . Ly A R I . . Lt Lo
.‘,t"‘ - - v L . - * =R 4 - T I -+

Wk mgmbe e e
'

) ‘.7‘ v .-. e \‘ R :\‘\: A P ;7-,
SupplementalcashﬂowIniurmatlon(note 10) I MR '
A ' R . " N f
oo . W S et s : PR A
¥ i
L, '*, ‘ -

22 2[}[]5 ﬂNN_UAL R.EP[}R:T‘ CDRRiENTE RES‘G.URCES mg, . . L The accurppaﬁyibg notes an;an'intizg(al pg}t of the;e consalidated fiﬂaﬁcial slaten}ent_s.



H
i
!
}
i
i
4
i-
i
{
t
:"

]

'__r....__.._._.._._.._.,..m.ﬂ‘r...)_,..— e g e T g P
by -

Gt -

Carriente Resources Inc. (A Develdpment Stage Enterprise)

v

| fnotes 70 CONSGLIDATED rrnnncmt STATEMENTS |

-1 Nature of operations * ‘ oo _

- Corrignte Resources Inc. and its'subsidiaries {coklectively, “Corriente™ or "the company™)
are engaged in the exploration and development of mineral prapesties in Ecuadar, South .
America. The company considers rtsett to be a development stage company,

The business of mining and exploring for minecals involves a high degree of risk and therecan

be no assurance that current exploration and development'programs will resuit in profitable
mining operations. The recoverabitity of amounts shown for mineral properties is dependent
upon the discovery of economically recoverable reserves, receipt of necessary permits and

regulatory approvals, he ability of the company to abtain financing to complete their develop- _

ment and future profitable opesations of sale of the properties. The investment & and expen-
ditures on minesal properties comprise a significant portion of the company's assets.

2 Significant accounting policies

- Basis of presentatiun
These consolidated financial statements have heen prenared in accordance with generally
accepted accounting principles in' Canada, which as described in note 13, differ in certain
resper:ts from accounting principles generally accepied in the United States of America,

-

. Basis of consdlidatlon

s The consolidated finantial statements lncludethe accuunts of the company, |ts subsidiar- -

ies, all of which-are wholly-owned and any variable interest entities (“VIEs™) where the
- - company is the grimary beneficiary. The company has determined that It does not have ;
any VIEs as at December 31, 2006 and 2005 Al srgndrcant |nter-company balances have
. been ehmrnated ’ . e

Mineral prdpertles

The company capitalizes all costs related to investments in mmeral prnperty mterests :

on a -property-by-property basis. Such costs include minerat property agqiisition costs, |
exploration and development expenditures. Costs are deterred until such time as the pxtent
- of mineratization has been determined and mineral property inteests are either developed;

the property sold, abandened, the company's mineral rights allawed td lapse or wrrtten

down to fair value it lhe properties are |mpa|red

The amounts shown far acquisition costs and deferred exploration expenddures represent

costs incurred to date and do not necessarily reflect present ar future va[ues

These costs are depleted over the useful lives of the praperties upon commencement .

of commercial production or written down to tair value if the propesties are abandoned,
become impaired or the claims altowed o lapse.

"Asset impairment

When events or changes in circumstances indicate that the carrying amounts of the related
mineral properties, plant and equipment may not be recoverable, management of the com-
pany reviews and evaluates ihe carrying value of each asset for impalement. If the total
estimated future cash flows on an undiscounted basis are less than the carrying amount

of the asset, an impairment loss is measured and assels are writlen down lo fair value’

which is normally the discounted value of future cash flows. Where estimates of future net
" cash flows are not available and where other conditions suggest impairment, management
assesses whether carrying value can be recovered by considering alternative methods of
" determining fair vatue. When it is determined that an asset is impaired, it is written down to
its estimated fair value in accordance with the CICA Handbook Section 3063 'Imparrment

of Long-Lived Assels”,

Plant and equipment

Bepreciation of plant and equipment is provided on a dechnmg-haiance basis over their
estimated useful lives at annual rates of between 20% and 30%, commencing when the
related asset i |s available for use.

_Cash and cash equivalents -

Gash and cash equivalents comprise cash on deposit with banks, net of overdrafts and ©

highly liquid short-term interest bearing investments with a term to maturity at the date of
purchasé of 90 days or less from the date of acquisition. ’

Marketable securities
Marketable secuntles are carrred at the fower of cost and quuted market value

i
P

. Earnrngslless per share-

. -warrants wuuld be antr drtuhve R

‘ Use of esttmates -

’ rmparrment of rts rnrnerat propertres Aetuat results cduld drtler trorn those reported . 'j

- in the current perldd

3 Mineral properties,

Fdrelzn currency translatton I . g -
The compary’s stibsidiaries"are ‘Considered tntegrated Iorergn eperatruns and are transtated

- using the temporal method. Manetasy items are transiated at the eichang fate in effect at the
 balance sheet date; mn-monetary items are translated at hrslnncal exthange rales: renenue b .

and expense items are iranstated a the average e o eu:hanze for the period, e;cept for:
deprecratrun, which is translated 1 the same rate; asihe assets towhich they relate. Transtatrnn
pains and losses are reﬂected in the cumpanfs repdmd mr:ome o Idss tdr!he nenod.

B 1

.Income taxes . " P .

Income taxes are calculated using the asset and; Irabr[rty nrethod Temporary drﬂerenees
arising from-the diffesence betwesn the tax basrs of an asset or lrahrhty aiid Ifs ¢ carrymg .
amount on the balance sheet are used to calgulate. fulure tncome tax Tiabilities or assets. .

Future income tax assets.and fiabilities are measured usmg tax rates and faws- that are -

expected to apply when. the temporary: drh‘erences are expected to reverse Assets are
recegnized only ta the' extent it is more fikely than ndt that they wl[t be realrzed A vafuation

- allowance is provrded against future i income tax assets to the estent rl is consrdered ndt

ldrely that the tuture income tax assets will be realrzed

.l

- - N . .
Earnings of loss per share are presented for hasrc and drluted lnss {rnrmmet Basic éarn-

l . ings per share'is computed by dwrdrng income of loss by the welghted avergge | nimber of
'uutstandmg common shares for theyear, The cnmputatrdn of drluted earnrngs per share

reflects the dijutivé effect of the exercise of stock eptruns and warrants nutstandrng as

_ 3t year-gnd lising the treasury. stock method. In years of: oss.; hasre and diluted loss per ;

share are the same ‘because the effect of | patentral |ssuan5es of share under nphuns and v Z-
5 )

vy

Tha preparation of fi nancral statements in r:onforrmty vnth generally ar.r:epted aecountlng

’ prmcrples requires management te make estimates and assurnnhons whrch aH’ect the report-

"

ed amounts of assels and fiabilities and. the drsc[nsure o cuntrngent assets and. Irabrlrtres J
at the date of the tmancral statements’ and revenues ‘and- arpenses for the” perrdd repurted .,

-Significant estimatés that inuolve highly suhjechve assumptmns by management Intlude the -’ R

company's estimate of stock-based campensation exnense and its assessment of possrh[e

Stock-based cumpansatrun plan ‘, : !

‘The company has a stock-based ‘tompensation, ptan as descrlbed in note 3 (c)

The compary apptres the tair valug method of aecountrng for all stnck optins granted

Under this method, stock-based com pensatron on options-granted tnemplnyees directors T
and consultants is recorded as an expense or. a charge to mineral, prupertres in the period

the options are vested, ranging from terms of up 5 48 months, based on tha estrmated fair | -
value at the measurement date using the Black-Scholés Optmn Frrcrnz Mddel .

+

Asset retirement obligations P :
The company accounts for asset retirement ohlrgahons ("ARO") by reeognumg lhe fair
value of 2 liability for an ARO in the period in which if'is fncurred if 2 reasonable estimate
of fair value can be madz, The assncrated asset retirement costs are capitalized as part
of the carrying amount of the Idnz-lwed asset. The company has deterrnmed that it has no
material ARD’s at December 31, 2005 and 2008, v . N

Comparative itgures ] : ’
Certain comparative frgures have been rectassified tn r:ontorm td lhe presentatron addpted -

.- r.."
- =0

v

. Corriente Copper Bel, Ecuador :
" Under various agreements signed and cnmpleted wrth certarn Ecuadonan subsidranes of

BHP Billiton Plc {“BHP Billiton™), the company has earned a, IOO% interest in BHP Billiton’s -
mineral properties located in the Rio Zamora copper porphyry district (Cdrriente Capper
Belt) in Ecuador. This required the issue of shares to BHP Billiton and the expendrture of
exploration funds under the terms of these agreements. Additionally, these minezal proper-
ties are subject to 2% Net Smelter Rovalty (“NSR™) payabe to BHP Billiton; though the
company has options to reduce the NSR to 1% for the Mirader/Mirador Norte, Panantza and
San Carlos mineral properties upon the payment of US$2 mrlhdn to BHP. Billiten for each
“such option exercised. .

23
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As a requirement of the Ministry of Energy and Mining {*MEM"} of Ecuador 1o approve the Mirador project’s Envrronmental Irrrpact Assessmenr ( EIA"), the cnmpany was required lo post
1S$3,019,539 ($3,518,971) in favour of the MEM as & secutity deposit against the company's abligations under the EIA.

Advances on mineral property expenditures include payments to cnntractdrs and suppliers made pursuant 10 supply agreements priof to the r:urrrracted goods and servrces being prwrded

2006 ANNUAL REPORT-CORRIENTE: RESOURGES INC. -

s

‘_ * - "‘. ‘
Followmg isa summary oi the cumpanys deferred mrneral pruperty exgendrlures. e
- ; ‘ wl v A -;H‘radorlﬂlrrador' = . Panantzal’. t' L ‘ P :._-'.,;1: -
: ;Crrrﬁpmq cdppurfaalt_;' P oo T Nt San Carlos ¢ COthert s SR Tetal L L
- . .Balance December 31, 2003 L % 9950077 $ 2603113 $ 4004130 $ 16557320 - .
", Property acquisition ' . ) - 493112 5,309 - ezl - .
." . Deferred exploration and development costs, net of * .
accounting for exchange of mingral property interests 9,441,051 935,674 {2,212,255) 8164470 = ' :
°,. Batance December 31, 2004 _ 19,894,240 3,544,096 1,791,875 25,220,211, o
. 'Propemr acquisition T 386,955 - - 38695 © oo
., «Deferred exploration and developmenl cdsts 8,412,692 160,627 25,470 59878y oo .
" Balance Docamber 31, 2005 28,633,887 3,704,723 1,811,345 34,205,955 . '_ ' o,
" Progerty acquisition 2,313,836 59,260 - 23130%" . '
?Deterred exploration and development costs 20417923 2,478,768 1,713,318 24,670,009
fBaIanr:a December 31, 2008 $ 51,415,646 $ 6,242,751 $ 1,580,663 $ 61,249, IJSI]} ' .
: (l) cornpused oﬂhu LaFlotida, San Luis, Sen Marr:os San Mrguel Sutzu lnnrdad and Dolorosa wpner and copper-gold and Turrdayme!Predra Lrla gold uphrauon targets in the Corrisnte Cnpper Beil.

s Milneral Property Titles C . ‘ - i : 4 o ) S
Although the company has taken steps to verrfy lhe titte to mrneral prnpertres it has ar:qurred rhese pruceduras do not guarantee that lhe trl!es ate withoul defects. Prdperty trtle may be N
suhrect te unregrslered prloragreemems translers rrrr:larms u! ownership by third parties, . e )
Other - Rt S .

. In 2003, the company sold 1he shares of its wholly-owrred subsidiaries, Corriente Argentina Ing, {Cayman) and Gotriente Argentrna S.A. (Argentina}, rncludrrrg its 100% interest in rhe Taca-‘ .
Taca property in Argentina. Pursuant tnrheorrgma] and subsequently amended sa1eagreemerr1 the company recewedatutaioi US$50, 000 and 4{)0 000 equrvalent sharesrrfthe purchaser N
Shnu!d the Taca-Taca property achreve cornmercral productron the purchaser is ubirgated ro pay the company afurther ussr oon 000.” . s
" During the course 012004 to 2006 thecomparry sold trre shares receivad (note ll} = S SN ’
. - d L -
. . t ., . . N
4 Plant and equrpmenl oSy ’
‘i_’ *--r-' -~y n
. Lt E"z . '* oy pznus
i ';:.« r u',.
1 s Vb &
: . ] Cguit B -L}nupruclatiorr;_; PR TNe S 'Dapreclatinn
Canstruction barge $ 1401529 $ - § 140152% Yy - $ - $ — DT
Computer equipment " 792,580 262,782 529,798 218,291 161,620 56,671
Vehicles 290,950 69,634 221,316 201,965 50,796 151,169
"{Office furnituse and equipment 253413 74,519 178,954 71,142 57,638 14,104
Communications equipment 11747t " 18,853 98,618 18,284 9,212 9,012
Field equipment 38,041 217199 60,242 57326 22,665 34,661
$ 2944044 $ 453,587 § 2,490,457 $ 567608 $ 0,99 H 265,617
5 Other assets:
The following table summarizes information about other assets as at December 31, 2006: .
IR Lo S - ',“""','.“;:.' R ..1* B L e I R -
A L, s 0oz A00EY S i o0 2008
 EfA security deposit $ 351897 $ -
Advances on mineral property expenditures BEILE ] 30,9307
$ 4933384 s 30930 :
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¢} Stock options - : T T G

R A T I T T .
Risk-free interest rate . 187-4.16% 2.95-3.19% . 271-371% : . .
"+ 1Expected dividend yield - . - - X o ,
Expected stock price volatility §2-67% 68-71% 67-72% R
Expected oplion lite in years 3 3 3 : ‘

a— e - PN - Lo R o e PR T 'e-... "E"" i

O Tt . = [y

. . R ".: ‘f" "‘_ ' “‘
B Share capital - e e <,
a) Authorized ) s - I s ,‘ ,, _,
104,009,000 common shares wrthout par value. . _
b} Issued ©= - - ) coh e ' : 4, R

See Consolidated Statements uf Changes in Shareholders Equrly

On December 29, 2005, lhe company completed a putilic offering of 7,605,000 common shares at 33 55 per share pursuanl toa short lorm prosper:lus‘dated Decemfr%[ _19 2005 tp rarse

gross proceeds of $30,039,750 before issue costs of $2,186,326, _— L ‘#_ J_ JrL L

OnMay 25, 2006, the company completed a public offesing of 19,231,000 common shares at $6.50 per share pursuant tn 2 short farm prospectus dated May 18 2005 to rarse gross proceeds .
of $125,000,500 betore issue costs of $7,338,765. . . .

. 'l- ,1- -
- Sl TR

The company has in place an incentive stock option plan dated November 19986, last amended April 18, 2006 {the 'Bptron Plan") ler drreclors, ofj_lcers. employees and oonsuttanls o the
company and its subsidiaries. The Option Plan prmrrdes that the directars of the company may grant options to purchase common shares on terms that lhe directors rrray determire, within.

" the limitations of the Optioa Plan, The number of common shares available for the grant of options under the Option Plan and all other share r:empensalron arrangemenls of the company -

is set at a rofling maximum number that shall not be greater than 10% of the company’'s cusvent outstanding share caprlal at any given timeThe e.rrerr:rse prrr:e Fof eaeh opbnn cannat be ;
lower than the closing market price of the shares on the lrading day rmmedrate!y prror to the dale of granl of the eplron Asat Deeerrrher 31 2006 ophons to purchase ) lalal ol 2 435,000
shares were outstanding, 1,208,436 of whrch were vested, . . o ~ s !

LN s

For the year ended December 3] 2006 the estimated farr value of the granted eptmns which vesled dunng theyear latalled $1,192, 942 (2005 $1, 224 2?4 2004 $709 424} 01 whrch 3557 734-
{2005 $1,224,274; 2004 ~ $709,424) is included in management fees, wages, beriefits & stock-based comperisation and -$625,208 (2005 $Nil; 20(14-$N1) is rnr:luded in mineral proper-
ties. Non-cash stock-based cempensatron expensa for options is determined based on estimated fair values of the ophons at the time of grant, the'cost of whrch i recognrzed ona strarght-hne .
biasis over the vesting period of the respective options and grants. The fair value of the stock options is estimated usrng lhe Black—Scholes Optron Prrcrng Model wrlh the follwrlng assumptrons

r-‘

Option priging models require the mput of highly subjective assumptians inctuding expected price votatility. Changes in lhe subjective input assumphons tan rnalerrally aflect lhe farr value et
estimate, and therefore the existing madels do not necessarily provide a reliable measure of the fair value of the company’s stock options, The estrmeted farr valug assrgned to the stpck -
options exertise¢ during the years ended December 31, 2006, 2005 and 2008 was credrted lo share caprtal and the estrmalerl farr value assrgrred to the stock eptrans terrrrrnated durrng the

yedr ended December3l 2006 was credited to contributed surplus. N LA Sl

s i o

The foltowing table summarrzes information almut ophans granted durrng the twelve months ended December 1, 2006

Exgirydates . loto.w T LT L rrunrheroluptlnnsn “ ExarclsaPrica$’s . . R
 lanuary 23,2009 25,000 ° 0 A,
February 6,201 400,000 ° 5.25 o ST e
Hay 22,2011 TR 550 - T e
Jnel 20H . ' 85,000 ° 5.35 ’ A _ SRR .
June 1, 2011 125,000 ° 5,35 ‘ e e e
August 31, 2011 100,000 * 51 T
September 13, 2011 75000 ° 510 e ey
September 29, 2011 345,000 7 470 o
December 18, 2010 150,000 * 4.59 o
December 18, 2011 10,000 * 459 , e
Granted turing the ysar ended December 31, 2008 1,375,000 r ' . g R _': o k“.

{1) Options granted to senior managemest, directoes and non-senios managr.rnent vesl on the basis of 1/16Lh of the tolal each quarier (lrnm granl date), wrth suth veshllg berng acoeleraled based ona chanze
in centrol of the company and/er the atlainment of clearly identificd milestones, as detesmined by the company’s doard of Direclors. .

{2) Options granted lo the company’s subsidiary personnel vesl on a cumulative basis of 50% of the total granted after 12 months from the prant date; 75% of the tatal granted aﬂu 18 mnrrths fram the zranl
date and 100% of the total granted after 24 months fram grant date, wrth such vesting being accelerated based an a change in contrel of the company, as delermlned l:r)r:hn company's Board of Drremrs

' {3} Fully vested on grant date,
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A summary of r.hanges to stock uptmns ouistandmg and exercisatle is a5 follows: ’ ) S ’ J '
P "“"‘#""‘*—.1‘?_'7“';""""""”, g S "7“""_"'"" Pt S-S ;,“"“-n‘“"ﬁ:;"* L ETTrYTRET r‘-r‘-v—F'gr W“""*'-r' Ty
o T T T T IRINCCG NG RS |1 SRRIicE T rlﬂﬂi
A IR : Numhural wallht!d average.” Humbaruf Wu|zmed average _Numlurol Welghtadmrage'. .
Tk i - o o, .- Shares” " exerciseprice . "shares | . exerciseprice’.. <. sharei.-:. exertise price |
J ;. Optmns outstandmg Begmmng of year 2,855,000 $ 189 2,390,000 $ 146 2,190,000 $ 096 .
: ; " Granted 1,375,000 505 340,000 249 515,000 a3
i «Exercised {1,720,000) 133 (475,000 0.92 (315,000} 0.97
f . ‘tlerminated . : (25,000} 5.35 L= - - -
i Do iOptians outstanding ~ End of year i,435,000 $ 405 2,855,000 $ L9 2,350,000 $ 146°
,t lOpiwns omslaﬂdlnz and vested End of year 1,208,436 $ 305 2,855, 000 $ 189 2,177,500 $ 128!
N The follmvmg table summarizes mformatlon about stock uptlunmutstandmg and exercisable at Decembe:ill 2005 . ,-' - O
- - "'—'—-—-r-—— e o e Sl -t P - . il i e LT e e e T I i T o B el ety )

{ - .. " ‘. Uutstandmg < Lo L nT Exerclsabla
! DL e n Numbar of optmns S L « Number of options: -~ - - = o

'fia'r_'of»' Ranga of exercise - uulstandtngal - Weightad a'varage Wulghled avmge remaining 3 ) exerclsahlu"at"\ . Welzhtnd anragsi

T { UGrant- : . prices$ " December 31, 2005 exarcise price § *contractual Uifg tysars)” “Dacamber 31, 2006*- - exarcise price §

) Yoo 204 3.16-3.55 ' 350,000 335 0.3 350,000 3%
;j.c":—..g‘ 2005 - 215-299 - 735,000 2.55 16 735,000 235 -
v ; L2006 450 -5.50 - 1,450,000 5.04 45" 123,436 5.12:”
i R
.*_', 2,435, uau 4.05 3.0 1,208,436 305[: i
1 - sl - A . :
f T Related pany transactmns and halances N ; e : o
! ! Inr.luded in maﬂagement fees, wages and benefits expense, mlneral pmperty e:pendltures ang curpotate developmeﬂl and shareho!derexpenses are upendnu:es of $Nil {20{]5-448 §59;

2004 - $124,198), $Kil (2005 - $60,500; 2004 - § Nil) and $Nil (2005 - $Nil; 2004 - $66,667); resneﬂtwety, forthe year ended December 31, 2006 tn respect of administrative and
technical services provided by curnpames affiliated with employed officers. Included in legal and accountmg are tees ol $2 500 {2005~ $ 710 2004 s Nll) tur the year ended Detember .
3! 2006 in respect of tax’ senﬂces nmwded by a firm employmg a dlrecmr of the cnmpany B ,‘ A . . o .

4
At December 31 20086, $Nit (2005 $15,000; 2004 - $1 538) was due to cumuames affitiated wrth employed oﬂu:ers

,:“ St . R R

. - - ‘ - [ ™ PRI

8 lncume ta:es . R T SRR
' The teconciliation of income taxes attnbu:ahletucomlnmng operalluns computeﬁ at staluturyrates to the mcomﬂaxexpensel(;ecovery) is as fol!ows:A ' e
e T T T R R g, T e 200 RCCERY ! I ' ’
: Lo e e T AR% L DR 35.87%.
© 7 " Income tax expense/{benefits) computed at o < ,
+ . Canatian statutory rates $  4n o § (1,141,020 $o254M8° ., . }
) Ditference in foreign tax rates {113,278) (438,922 {263,663)
Permanent ditferences . 197,837 1,162,583 953,603
_ Decrease in tax rates - 207.049 -
Shara is suance tosts and other ' {704,639} (753,076} -
Recopnized tax losses 141,367 - -
. _‘ Change in valvation allowance - 963,386 {435,992
L - $ - $ - E
The .{igniﬁc'anlcomponentsoﬁhegompany's futore income 1ax assets ate as follows: ' ’ ' »‘
g meoms o~ 77T g T T @ T L
' Losses cafried forward T $ 24769 $ 2348685 $ 1798535
Mineral properties 2,529,734 2,730,220 2,836,521
Share issuance costs 2,506,445 726,515 212,738
Plant and equipment and other 77842 74,705 68,945
7,358,790 5,380,125 4,916,739
- "Valyation allowance {7,358.790) (5,880,125) (4,916,739}
$ - 3 - H] -

Al December 31, 2008, the company has Canadian fosses for tax puzposes of appreximately $6,579,040 which expire on various dates to 2015.
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\
[}urlng the years ended Decemher i, 20[]6 2005 and 20[]4 the company conducted nof-cash operatnng, tnveshng and f|nanc|ng actmtles as loil(m

- Canaian gererally accepted accounting principles require that the company disclosé information about the falr value of its financial assats and |Ia_bﬂltlES Fan value estlmales are made

at the balance sheet date, based o relevant market information and information about the financial instrument. These estimates are subjectwe i nature and-involve urlcertamhes in, ~
significant matters of judgment and therefore cannot be determmed with premston The careying amounts for cash and cash equivalents, ather current assets” including the EIA security
deposit, accounts payable related to mineral properties, accounts payable refating to plant and equipment and accounts payable and accrued itabllllles on lhe balance sheet appmnmale
fair valve because of the limited terms of these instruments, . :

The company does nat use any derivative financial instruments. L Ve . T x T

{b) Currency Risk ' . ' R
The campany's expenditures are predominantly in 1.5, dolfars and any future equity raised is expected ta be prednm:nanﬁy in Canaman doilars The company conducls the majority of
its business in Ecuador, which uses the U.S. gollar as its primary economic currency. As such, the company is subject to risk dee to fluctuations in the e:change rates for the 1.S. and
Canadian dollar. The compary does not enter into dernrahve financial mstruments to mitigate its exposwre to fnrengn CUrTency risk. A breakdown by cunency 01 the comparry‘s cash and cash

equivalents, net of overdratts at year-end was as follows: ‘ . L. v T
TR T T A e e S g R
Canacian dollar . $ 125063312 $ 32349744 $ 123660620

U.S. daflar ) ] US.$ 1,756,794 us.$ - 73200 US.5 196976 L
December31ciosinguchangerate(CdnstnUSﬂ 11654 ’ 11630 1.1202 ," ’ s
c) Other C - -

During 2005, the company sold all of its remaining mar!uetahle securities for net proceeds of 3336 253{2005 - §2, 339 123 2004 - $529,323), reahzsng a gain of 5336 253 (2005 Iusso! $96, 877
2004 - gain of $199,323}, As of December 31, 2006, markatablé securities hekd by the company had a quoted market value of $Nil {2005~ $595,000) and a carrying vatug of $Nil (2005 — $Nil)

"

1 L
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e R R A A
Lo T T T :
S '_Min'eral_pr'npmlas, " Pladit and equipmant - .

" Canada 5 0 - $ B2 $ - $ - L] 123? T-.T-'f . '

Ecvator 61,249,060 2417315 4933388 34,205,955 T e T
$ 51,249,050 $ 2,490,457 § 4,933,384 $ 34,205,955 $  mEEMp - .

10 Supplementzl cash flow mfonnatlon Ll e e L '

Cash andcaslhequwalemsat December 31 comprise lheiollnwmg ] ' , - g2

o e e = "

Cash on hang and balances with banks, net of overdratts , %o S

Short-term investments 125,332,444 . ©oh '32.457.450}':;:' 2 ) '

§ 128110878 [ azuusan[ SR

i a"-"-'* b Shate e e e N yro o v—-‘{-'*r—-:'-r—‘ —-—wlﬂ—‘--;-‘"‘*r‘—““:*"v,—;“v“ - "‘-'m ok
R I TR AT O w008 g o, A e 200677 o) R ,-m‘J

. Depreciation included in mineral properties . $ 152458 . $ 54658 $
Lussond:spusalo!plantandeqmpmentcandallzed:omlneral S 33,897 $ 86,038 $ 2
properties ) o . ) S

" Stock-based compensalion included in mineraf properties $ - 625208 S - B T

. Change in other assets and accounts payatie and accrued liabilities SR SO X)X - T .2{}2‘;303 e % ;

* relating to mineral properties . . o . ’

. Change (decrease) jn accounts payable and accrued liabilities ’ $ 547,638 $ . - $ Ty

-, relating to plant and equipment - ) T Lot =

Marketable securities received from sale of suhsmlarycompany $ - $ 1.882.000 5 5“9.000;":‘,,. C .
N s LR - PR R . on . B L\::'_'J' . .:-“ o “-‘ e, «.-l'

11 Financial instruments -+ e, : e R : Lo
{a) Falr Values ‘ ' . T ’ AR S

2]




1

ey, -—‘—-—u-—__..;...‘_‘ -rw

{ M #h N
', t N . _ ;
n0 eS {cnnhnued) . R o P
12 Supplemerrtat mformatrun o - \
‘ 'A ) The following tabte summanzes certam mtntmatmn trnm the Conselldated Statements of I.oss and Detlc:t
; L bt sl eelibl I e e 2 e 1 el
e T r O LT . For the pericd trnm Ineent!on N
P 7"; - PR . (Fehruary IB. tSBS)to Bucemher:ll 2008, unaudltatl -
: Other expenses {income) O .
! Write-down of mineral properties : - $ 33387725 S, N CLE
I Write-down of capital assels, ’ ) 3080382, ¢ o L ’
! e, Write-down of marketable securtes L , Mgl R T
i © Gainonsaleof subsigiary - ’ (900 . .o e .
% LT Remabincome - . < . (71.546) , oo
1 ©: Gainon settlementof debt * - _ 126,792); T B e
P Gainon disosal of capitat assets . sy e —
, - ™ :Total other expenses (income) $ 36IINEE,- e oL ' -
The following table summarizes certatn information from the Cunsohdated Statementsoﬂ:ash Flows: - : . . e
v "’r--r-'c--—*—--r-.. o “rr '-.-.-s--‘ q-—_n, e S Lol Tl Y -, <. . .“: Ve e ‘. LR -
' Pl H O Tl Ee Forthepenndlrnmlnceptlnn : . e
. R Sk " {February 16, 1983) o Dacernber. 31, 2006, wnaudited . - . T Rt
b+ .7 Otber cash flows from (applied to} aperating actiites not affecting cash o A P Tl e
b "1 Wiite-down of mineral properties LT R . - T o O
Write-Cawn of capitel assels _ o w8032 ¢ .. e e <
. Wiite-down of marketable securities - o L . o . . e v
) Gain on sale of subsidiary ' - © (650000 ' - ' 7
*  Foreign exchange loss on deposit 50,528 . E o .
© " lossondisposal of capitat assets . ' _ amr -
T © General exploration - 40,550'_ . ’ N ’
" Dther cash flows from {applied to) operating activities R s ) Co : ) ’,"
’notallectlngcash H 359;045u-‘; , R Co e o
’ * o . . . "L . TS '
13 Recunclhatmn to U S Generally Accepted Accountlng Prmclples ("GAAP") - : oo
Co. The cunsoisdated tmanclal slatements have been prepared in accordance with Canadian GAAP which duffers in certam matenal respects from those pnncsptes that the company would
i - - .have followed had s consolidated financial statements been prepared in accordance with US GAAP. Stgmhcant measurement dlfterences that matenal!y attect these consnlldated
: : fmancual statements are'as follows o L TP . . N ’ , T

" alhAs described in note 2, Canad:an GAAP allnws for the deterral of mmeral exploration expendstures Under U GAAP the compa ny capttahzes atquisition cnsts Tia COMpany expenses, ;.
as incurred, exploration costs relatlng to unpraven mlneral properties. “When pioven and prnbahte reserves are determlned “far a property and a positive teastbtltty study has been .-
prepased, subseguent develnpment costs of the property would be camtahzed '

by Under LS. GAAP, marketable secuntles are classified as either trading or available-for-sale, Gains and losses on trading secuntles are recognized currentty whether o nnt realized.
Securities are carried on the balance sheet at their fair value and untealized gains and losses on avallable-for-sale securities are extluded from earnings until realized and recorded
.as nther comprehensive income, a separate component of shareholders equity. Carrying values of available-for-sale securities which are considered impaired are written down and
“the charge is recngmzed currently, . .

During the preparation of the 2006 Canadtan to U.5. GAAP reconciliation for mineral exploratien costs, the company determlned that an error occurred in the 2005 reconciliatian,
Consequently, as referenced by {a} below, the company has restated its 2005 LS. GAAP financial resulls to carrect this error, with the result that 2005 mmeral exploration costs. e:pensed
under U.S. GAAP totalling $2,741,988 should kave been'shown as $8,598,789. This restatement would have resulted in basic and diluted loss per share, calcutated i in accntdance with
U.S. GAAF, of $0.26 for 2005 and no! $0.13 as disclosed in Note-12 in the 2005 financial statements. ‘

Lo
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} Had the cnmpany fnllowed us. GAAP cerlam items in the fmanmal stalemenls would have been reporled as 1u|lows
ybglsie - -

s,q,*; S e e e e s b e,

9 - . . Lr e ;'."1' “,.f’; -*

'Slaiém_:ﬁits]')f Luss and Dé'[icﬁ ' ‘L C ‘Qf > L Vo ’ S

Loss {income) under Canadian GAAP . § (403028 -5 3an s - omget O
. Adjustment to reconcile to U.S. GAAP: ' L T

Mineral exploration costs expensed under U.S, GAAP {a) . 24,670,009 8,598,789 Bleddm; -

Lass under U5, GAAP _ 23,266,981 S . e eamsR .

" Change in unrealized gain on avallable-for-sale securities . - 4000 Y TaLe000

. Comprehensive loss under U.5. GAAP $ 23,266,981 . $ 11,983,928 H 8.909.532%, p R a
_Basic and diluted loss per share under U.S. GAAP $ 0.35 ) 0.26 $ 020! P
'Weighied average number of shares outstanding 66,603.213 45,825,859 44,554.782]

I LR O R - - A 2 - ety e i S LA
‘Babnp;éfgils e _" o , i g‘ i i {~ .
Total assets under Canadian GAAP - $ 195997436 RN T
Adjustment to reconcile te U.S. GAAP: : ' SR b C

Mineral exploration costs expensed under U.S. GAAP (a) ) (62,824,252} (28,154,243} -

Total assets under [).5. GAAP $ 143113134_ $ 38,945,765

Sharehoers’ equity under Canadian GARP . T s isama s samEe

Adjustment to reconcile to U.S. GAAP: ' ) -

Minerat exploration costs expensed under U.S. GAAP (3) . {52.824,252) " . ~ (28,154,243)

Tota! shareholders' equity under U.S. GARP $ 135,913,167 $ 37,969,521

;“.T "?fz‘-.’iy*‘-d":?“‘h“‘w- ;i‘fv'—-:r“ .'_Tw:..m --f:?:ﬁ = :'17:'7' :Y':ar‘ﬂ‘ded necemmﬁji“" iy g’ ey l“;
Stagmbrts ol cagh Fgwsy, " T T e g e ey m:;fmf:{ ki

" Cash from (applied to) operating activities under Canadian GAAP ] s 1,270,933 $ o asgmy ST o {475,9?0)#”. ;
Adjustment {o reconcile o U.S. GAAP: . ' ' ) o _— w ',- o 9‘ _-EL"’“ '

Mireral exploration costs expensed under U.S. GAAP (a) . . ) {(19,179.97) - (8,235,790} Tooe oy (19 513): CLET
Cash from {applied to) operating activities under U.S. GAAP $ (12,909,037 $ (9,413,610} S {& 430 483){

Cash from (applied te) investing activities under Canadian GAAP $ {26.618,629} o429 . 3 (9 842 094)
Adjustment o reconciteto U.5. GARP: _ o R
Minesal exploration costs expensed under U.S. GAAP (a} 14,179,970 8,255,790 1954513 ° - !

Cash from (applied to} investing activities under U.S. GAAP 4 (7,438,659 $ 762,859 § (1.887.581);

14 Recent Accounting Pronouncements - o T T e o

2} Recent Canadian Accounting Pronouncements ’ v

i, In January 2003, the Canadian Institute of Chartered Accountants (“CICA") relzased new Handboaok Section 3855, 'Ftnanclal Instruments — Recognman and Measutement ICICA
3855), effective for annual and interim periods beginning on or after October 1, 2006. CICA 3855 establishes standards fef recognizing and measuring finangial assets and lfabifities |
and non-tinancial derivatives, AH financial assets, except those classified as held to maturity, and derivative financial instruments, must be measured at fair vld. All financial
liabilities must be measured at fair value when they are classified as held for trading, otherwise, they are measured at cost. avestments available for sale mt] be recorded at fair
value with the unrealized gains or losses recorded through comprehensive income. The impact will be simitar to the 1mpa:t on comprehensive income for U.S. CAAP purpases.

it In January 2005, the CICA issued new Handbook Section 1530, “Comprehensive Income” {CICA 1530) and Handbook Section 3251, “Equity” {CICA 3251} effective for interim and
annual periods beginming on or atter October 1, 2006, CICA 1530 establishes standaids for reporting and presenting ceitain gains and losses normally ot intfuded in net earnings
or losses, such as unrealized gains and losses refated to available for sale securities, in a statement of comprehenswe income. CICA 3251 estahhshes standards tor the presentation
of equtty and chanzes in equity as a resul: of the new requirements in CICA 1530. :

The comaany be[tevesthere will be no material impact from the adoption of these secnons . . et Tt LT
f1) Recent U.S. Accounting Pronuuncemenls ' .

i. On July 13, 2006, FASB issued Interpretation No, 48, Accounting far Uncertatnty in Income Ia:es——an mterpretatmn of FASB Slatement No. 109, Imerpretauun 48 claﬂfles the
accounting for uncertainty in income taxes recognized in an entity’s financial statements in accordance with Statement 109 and prescribes a recognition threshold and-measure-
ment attribute for financial stalement disclosure of tax positions taken or expected to be taken on a tax return. Additionally, Interpretation 48 provides guidance on derecognition,
classitication, interest and penalties, accounting in interim periods, disclosure and transition. Interpretation 48 is effective for fiscal years beginning atier Decernbel 15, 2006, with
early adoption permitied. The company is currenily evaluating whether the aduphon of Interpretahon 48 will have a materlal eftect on its consolldated financial pusmun results of -
nperatmns or cash flows. - .
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o ,' ii. In 2006 FASB |ssued Statement No. 157 Fair Vatue Measurements, This new pronnuncement prcmdes guldance o usmg taur valuetu measure assets and liabilities. FASB beheves
PP I the prenouncement also responds to investois' requésts for expanded information about the extent to which corporations measure assets and liabilities at fair value. the mformatmn -
§_‘.’ ' R “used to measire fair walue, and the effect of fair value measurements on earnings. Statement 157 apalies whenever other standards réquire (or permit) assets or Ilablhtles 1o be
et .- measured at fair value buf ddes not expand the use of fair value in any new circumstances, The standard clarifies that far items !hat are not actively traded, such as certam Rinds of

! ;

derfvatives, fair value should reflect the price m a transaction with a market parttcmam mcludmg an adjustment for risk, not just the company's mark-to~-market value. Statement

-

! oL - No. 157 will have a mateual effect on ns cnnsn!utated Imanma! pasition, results of operatmns or cash flows.”

S lﬁSubsequentevents T : L
_i On Ja nuary 25, 200? the company annaunced that it was extending the Mirador Project uevelunment timeline 8 key permtts and government 3 greements had not been received consistent .
". . withthe accelerated projest plan This decision also re€ulted in the termination clauses of certain agreements with suppliers of key lang lead-time cumponents to the Mirador project to be

. invoked, for which charges far work incurred of $2,95, 000 ($152,532,000) have been accrued at December 31, 2006. Suhsequent!y the cnmpany was able to seII these partially completed
* assets to third pames in 2007 for net proceeds of $2,776,000 ($US2,382,000), for which it is awaltmg recetpt .

.« ~ | maintaining a core group of technical and prolessmnal staff. The company expects to record a severance expense of approximately $743,000 (SUS 631,000) for the quarter ended March
. -3, 2007 as 2 resull of this restructunng ' .
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157 also requires expanded disclosure of the effect on earnings tor items measured Using unobservable data. The wrnpany is cun'ently evaluatmg whether the adoptlon of Statement - -

" connection with this timeline extensmn on February 23, 2007, the company implemented a restruclunng ol its Ecuador operatmns to reduce the number o its employees while still
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corporate & stock

Corriente Resources inc. common stock is quoted on the
Toronto Stock Exchange under the symbol CT@ and the
American Steck Exchange under the symbol ETQ.

TSX (Period: January 2006 - December 2006}
Low: CAD $4.02
High: CAD $7.74

AMEX (Period: April 2006 - December 2006)
Low: USD $3.46
High:  USD $6.84

Share Information
{as of December 31, 2006)

Shares Issued: 74,752,393
Shares Fully Diluted: 77.187,393

Head Office

Corriente Resources Inc.

Suite 520, 800 West Pender Street
Vancouver, Canada V6C 2V6

Tel: (604) 687-0449

Fax: (604) 687-0827

% GORRIENTE

S RESOURCES INC

Annual General Meeting

The annual general meeting of shareholders will be held at
10:00 a.m., Thursday, May 24th, 2007 in the Evergreen/Fir

Boardroom, Bull, Housser & Tupper, 30th Floor, Royal Centre,

1055 West Georgia Street, Vancouver, Canada.

Directors and Officers
Richard P. Clark Divector

Anthony F. Haller Director

G. Ross McDonald Director

Dale C. Peniuk Directar

David G. Unruh Director

Kenneth R. Shannen C.£.0. and Director
Thomas E. Milner President

Caniel A. Carriere Senior Vice President

Darryl F. Jones C.£0. and Corporate Secretary

Legal Counsel

Bull, Housser & Tupper LLP, Vancouver, Canada
Fraser Milner Casgrain LLP, Yancouver, Canada

Skadden, Arps, State, Meagher & Flam LLP, Teronte, Canada

Auditors

PricewaterhouseCoopers LLP, Vancouver, Canada

Transfer Agent

Computershare Trust Company of Canada
Vancouver, Toronte and Denver

Investor and Shareholder Information

Tel: (604) 687-0449
Fax: (604) 687-0827
www.corriente.com

Email: copper@corriente.com
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Suite 520 - 800 West Pender Street
Vancouver, Canada VY6C 2V6
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report Lo be signed on its behalf by the undersigned, thereunto duly authorized.

CORRIENTE RESQURCES INC.
(Registrant)

Date: May 7, 2007 By: Q‘\/ﬂ—/—ﬁ

Namet Darryl F. Jones
Tiske: Chief Financial Officer
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