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TO OUR SHAREHOLDERS
The past 12 months in the life of your company waezked by unprecedented activity. Highlights ineu

A successful large-scale drilling program to increse the size of the known Don Sixto deposierior to the
2006 results, we considered the deposit to beiassef isolated zones. The new work shows Don Siatbe a
much larger gold system, with the known zones Iyvithin several “gold-silver corridors”, up to 50@etres
wide.

The completion of detailed drilling at Don Sixto toincrease our confidence in the known resourced new
resource estimate is in progress to support a dprednt options study to consider a +100,000 ourmceypar
gold operation.

The discovery of high-grade silver and gold on ou€erro Moro property, in accordance with our goal tobe
a multiple precious metal project developerDrilling will continue through 2007, towards thelease of initial
resources estimates later in the year.

The discovery of gold and silver at our Caspiche mperty in the Maricunga district of Chile. Further drilling
commenced in April 2007 and results are awaited.

The listing of our stock on the American Stock Excange under the symbol “XRA”, in November, 2006, to
extend our market visibility. With listings on three stock exchanges, TSX-V, AXl&nd Frankfurt, Exeter is one
of the most actively-traded public companies expbpin Argentina and Chile.

The completion of financings to top up our treasuryto CDN$12.4 million, at year end.

The Don Sixto Gold-Silver Project

Significant advances have been made towards a gtiodwecision on this, our flagship asset. Undatt Williams, our

Exploration Manager, drilling continued through thear to better define the known deposit and teadisr gold-silver

mineralization under areas of sand cover. All & Kmown gold zones were extended - particularlylthiea, Cuello and
Mandibula Zones. Seven veins were defined at Cuapjofrom two. The known Cuello Zone proved towighin a 200

metre (660 ft) wide gold-silver corridor, greatlycreasing the potential resource. The MandibulaeZeas shown to be
higher-grade near surface, and significantly longfeain was previously known. With the five drillperating, Don Sixto
was the most active gold-silver project in the oegn 2006.

In 2006, our mine development team, led by JermkiRe, completed a baseline environmental assedsroentinued
geotechnical programs, initiated drilling for a easupply, and completed a study to bring eledyriwi the site and nearby
communities. We now look forward to a new indepemndestimation of the gold and silver resources an Bixto, to be
followed by a Development Options Report. This mepdll establish the operating parameters for asfiility study and
environmental impact assessment. To facilitate rdeselopment at Don Sixto, the Company purchasedtinface rights
to 8,000 hectares (19,800 acres) of land.

As part of our progress towards a decision on rdixeelopment, in 2006, we employed Engineer GonRalmond as our
Commercial Manager. Gonzalo has led our strongsadessful social programs and maintained excedtemimunication
between the Company and the local and regional aorities.

Our Strategic Partnerships

Exeter is not a single project company. Access moirmaber of exploration targets in both in Argentarad Chile, through
three separate strategic agreements with majonmizompanies, makes Exeter unique in the juniorpaom sector. These
strategic agreements give us an ability to growgmld and silver inventory month by month.

Cerro Vanguardia S.A. (AngloGold Ashanti) - Patagian Argentina

The CVSA option agreement covers twelve propert®se of these properties, the Cerro Moro gold-silpeoject,

emerged in 2006 as our most exciting new oppostusiitce the acquisition of Don Sixto. Cerro Moroais extensive
system of epithermal veins in Santa Cruz Provitiee,second most active mining region of Argentihaumber of our
drill holes have intersected “bonanza silver gradeg industry standards. These intersections aoseclto surface,
providing the potential for low-cost, open pit ntigj similar to CVSA’s Cerro Vanguardia gold minethe west. Drilling

will continue through 2007, with a view to estahligg a preliminary resource by the end of the year.
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Elsewhere in Santa Cruz Province, in 2006, weadttithe Cerro Puntudo gold property and the Verblersproperty.
Although they are early-stage discoveries, bothegte have generated “ore grade” drill intersectioBxploration will
resume at both sites later this year.

Anglo American — Caspiche Property, Chile

We recently announced a gold-silver discovery on@aspiche property, located midway between thecC€asale and
Refugio gold deposits. The target was defined i062Q©sing geophysical and geological surveys. Symtinermal targets
elsewhere in Chile have developed into high-grddempany maker” gold deposits. Drilling in Janu@§07 generated
two holes with ore grade gold and silver intersawi- a result that confirmed our geological mo@xeilling resumed in
April.

Rio Tinto - Magallanes, Southern Chile

We have completed a full season of exploration angetts under our strategic agreement with Rio TMining and

Exploration Limited. Our program, led by Jason Beok consisted of a number of prospecting campadgnspecific sites
considered to have potential for gold or coppethéligh results are not yet available, we are ogtimithat they will

justify the acquisition of properties in the distrifor detailed assessment later in the year.

Looking Forward

In the year ahead, we expect to further establisir gompany’s potential as a mid-tier gold andesilproducer. We expect
the Don Sixto Project to move into the mine develept phase and at least one other project to enasrgepotential mine.

Our two-year plan for shareholder value is to comoee mining operations at Don Sixto, with initial nasal gold
production in the range of 100,000 to 150,000 osnedile advancing new projects through our strggtionships with
major mining companies.

Our Commitment

We will continue to focus on gold and silver explton and mine development, with the most dedicated skilled
technical staff in South America. Our commitmenbtolding value for our shareholders extends thhoognagement and
all of our employees.

Once again, we extend our appreciation to you éar gupport over the past year.

e
i P

Y

Bryce Roxburgh Yale Simpson
President & CEO Chairman
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MANAGEMENT’S DISCUSSION AND ANALYSIS
March 26, 2007

REPORT ON OPERATIONS

Operations

During 2002, the Company focused on the acquisitibmineral properties and securing capital for éxploration of
those properties.

In 2003, the Company acquired, or secured an optiatquire, the rights to five groups of gold pdjes in Argentina,
including its principal and most advanced propertyCabeza which was recently renamed Don Sixtoes& acquisitions
and subsequent, successful, financing efforts septesubstantial milestones for the Company.

In 2004, the Company expanded its exploration tebased in Mendoza City, Argentina, and rented néfices to
accommodate this expansion. Four projects werermedhto the drilling stage; and one, the Don Sptmject, moved to
the evaluation stage. The acquisition and initigdleration of a portfolio of Patagonia gold projgcacquired through an
alliance with Cerro Vanguardia S.A. (“CVSA”), led the drilling of the Cerro Moro and Cerro Puntymtojects.

In 2005, the Company continued with the explorawograms initiated in 2004, and advanced its DotoSproject
through continued drilling programs and engineestglies. In addition, during the year, the Compamymenced work
on projects in Chile that were acquired througteagrents with Rio Tinto Mining and Exploration Lietk (“Rio Tinto”)
and Minera Anglo American Chile Limitada and Empré&antos Blancos S.A (“Anglo American”).

In 2006, the Company continued its exploration paag on its Don Sixto project with the objective efpanding the
resources outlined in its 2005 Resource EstimateySand raising the level of confidence in thabtese estimate. The
Company advanced its exploration activities in Baitga on its projects held through the alliancenv@VSA, and in Chile
continued work on the Caspiche property. The Com@édso entered into a new agreement with Rio Timbich gave the
Company the right to explore 48 targets in Soutltnite.
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A summary of the Company’s mineral properties follavs:

SUMMARY OF PROJECTS

Rights Land Areal Future
Aquired Properties (sq. km Paid to Date Commitments
Option for Don Sixto (La Cabeza) 100 4,100,000 sharep - casinguatg totalling
100% - 7 concessions plus US $125,000 US$ 400,000 to Dec. 15, 2014
- 3.5% NSR
Option for CVSA Properties 1,047 US $100,000 - exploration egjtares
100% Cerro Moro, Cerro Puntudo, Verde, totalling US$ 3,000,000
Santa Cruz, Chubut, Rio Negro to Dec. 30, 2009
- 25concessions - 2% NSR
Option for Northern Chile 30 Nil - expenditure totalling
100% Maricunga Property US$ 2.55 m to January 31, 2011
-3.0% NSR
Data Southern Chile N/A Nil Nil
- 48 Targets
Option for MRP Properties 176 $45,000 - cash payments totalling
100% Agua Nueva, Rosarita South, La Ramad $395,000 to October 1, 2015
- 40 concessions - 2% NSR
Option for Estelar Properties 67 1,000,000 share: - 2% NSR
100% Rosarita, Quispe and El Salado
- 5 concessions

PRINCIPAL PROJECT
ARGENTINA
Don Sixto (La Cabeza) — Mendoza

Acquisition terms

In 2005, the Company completed the acquisition @dr@ito Limited (“Cognito”), a company that has thgtion to acquire
a 100% interest in the Don Sixto gold project irgémtina. The Company issued a total of 4,100,000ncon shares and
paid $25,000 to Rowen Company Limited (“Rowen”) atsdprincipals as consideration for the optioratmuire Cognito
and in settlement of the purchase consideratialyceBRoxburgh, the President and CEO and a direétttre Company, is
a principal of Rowen.

To earn its interest in the Don Sixto property {subto a 3.5% net smelter royalty (“NSR”) in fawoirthe owners of the
property), Cognito must pay to the owners of thepprty a total of US$525,000 in staged paymentdDégember 2014.
On behalf of Cognito, the Company has made allireduyayments, totaling US$125,000 to date. Cogmi&y terminate
the staged payments upon making a developmentialedis respect of the project; provided that prdthre commences
within two years. Cognito has the option to purehte NSR outright for US$1,000,000.

Property Description

Don Sixto is located 370 km south of the city ofiideza, in Mendoza Province, and consists of sewdth @pncessions,
covering approximately 100 square kilometres. Adiamhal 176 square kilometres of concessions, aminy the Agua
Nueva property, are held under option pursuant noagreement with Minera Rio de la Plata, describetbw.
Geologically, it is readily accessed by gravel madd lies at an elevation of 1,100 metres aboadesel. The area has no
grid electricity or water pipeline.

The property was discovered in 1997 by Argentinaévial Development (“AMD”), who spent approximatel5$3.3

million on exploration to outline ore-grade gold naialization within epithermal quartz veins and doias, in
hydrothermally altered, Permo-Triassic felsic voicarocks. The Don Sixto mineralization is desctibas low-
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sulphidation epithermal. Preliminary metallurgidakt work indicated +90% gold recovery for oxidizadd sulphide
bearing material utilizing conventional leachingthwals. Drilling by AMD included 16,000 metres oadiond and reverse
circulation testing. This exploration program paliii delineated multiple zones of gold mineralieatiwithin a 4 square
kilometre area and led to resource calculatiorlsvicdd by an in-house scoping study.

Exeter commissioned Ruben S. Verzosa, P. Eng. ndleg, British Columbia, a “qualified person” (“QP4s described in
the Canadian Securities Administrators’ Nationadtiament 43-101 (“NI 43-101"), to review the resutif the AMD
exploration program and in-house scoping study.\rzosa reviewed the methodology of all explorajowocedures and
confirmed that the resources established to tht dere “inferred resources” as defined by the @emalnstitute of
Mining, Metallurgy and Petroleum code.

Robert Harley, formerly Exeter’'s Vice Presidentplexation completed a report, complying with thguigements of NI
43-101, updating all exploration to September, 2a0¥s report can also be viewed at www.sedar.com.

Subsequently, Matthew Williams, Exeter's Exploratiblanager, and QP, together with independent QBrRdlen of
Australian Mine Design and Development (“AMDAD”) @&frisbane, Australia, drafted a new report comggywith the
requirements of NI 43-101 to accompany the revigatement of Indicated and Inferred Resources. fEmert was filed
on July 27, 2005 and can be viewed on SEDAR at vgetlar.com.

Purchase of Surface Rights

The Company purchased the 8,000 hectare propeetyying the proposed Don Sixto development sitlaia 2005 for US
$67,000. The purchase agreement requires that ehgo@ny build two new houses for the prior landowrend grants
them the right to continue grazing livestock awapnf the contemplated mining operations.

Exploration and Development Studies

Background — 2003-2006

In November 2003, the Company retained independrgineer Sandercock and Associates Pty Ltd (“Saodkt), of
Australia, to update the AMD scoping study, in artle assist management in assessing whether te@iowith a pre-
feasibility study. The study was not NI 43-101 gdiant and is not available to the public. In ga005, the Company
appointed Jerry Perkins as Vice President, Devetoprand Operations and commenced an internal esngiige and
development study so that management and the lmoaidd determine parameters and timing for a fudisfbility study.
Resources were estimated mid 2005 based on dethilédg conducted during 2004 and early 2005. Hevelopment
study was completed by 2005 year end, with selestigdly results posted on the Company’s websitendutie first quarter
of 2006. Because the internal study indicated figant cost escalation over that anticipated indhdier Sandercock study
(such cost escalation was experienced througheuinihing industry during this period), managemdatted to proceed
with additional discovery and confirmation drillingrograms, which commenced mid-2005 and were cdetgplén
December 2006. The discovery drilling program wasighed to increase available resources at the=giroyvhile
confirmation drilling will lift resources categogd as “inferred” to the “indicated” or “measureditegories.

Resource Estimates and Development Studies

Following detailed drilling in 2004 and early 200he Company contracted Hellman & Schofield (“H&S8f Sydney,
Australia, to provide an independent estimate d¢d gesources at Don Sixto. The report estimatetiraticated resource”
at Don Sixto of 390,000 ounces of gold (6.2 milltmmnes at an average grade of 2.0 g/t gold) arthérred resource”
of 500,000 ounces of gold (12.1 million tonnes grade of 1.3 g/t gold), at a cut-off grade of /6 At a higher, 1.0 g/t
gold cut-off grade, the “indicated resource” wasneated to be 3.5 million tonnes at a grade of @t0gyold, for 330,000
ounces, and the “inferred resource” was estimatdzt4.8 million tonnes at 2.2 g/t gold, for 34@@unces.

Indicated and Inferred Resources

Indicated (0.5 grams/tonne gold cut-off)
Zone Tonnes Grams/tonne Gold Ounces Gold
Cuello 1,240,000 3.08 123,000
Ojo 1,740,000 2.22 124,000
Luna 1,870,000 1.57 94,000
Mandibula 1,330,000 1.16 50,000
Total 6,200,000 2.0 390,000
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Inferred (0.5 grams/tonne gold cut-off)
Zone Tonnes Grams/tonne Gold Ounces Gold
Cuello 2,400,000 1.67 129,000
Ojo 1,530,000 0.93 46,000
Luna 3,620,000 1.16 135,000
Mandibula 3,970,000 1.03 131,000
Cachete 350,000 3.08 35,000
Labio East 100,000 4.44 14,000
Labio South 70,000 2.45 6,000
Labio West 80,000 1.67 4,000
Total 12,100,000 1.3 500,000
Indicated (1.0 grams/tonne gold cut-off)
Zone Tonnes Grams/tonne Gold Ounces Gold
Cuello 910,000 3.93 115,000
Ojo 910,000 3.62 106,000
Luna 1,120,000 2.15 77,000
Mandibula 530,000 1.83 31,000
Total 3,500,000 3.0 330,000
Inferred (1.0 grams/tonne gold cut-off)
Zone Tonnes Grams/tonne Gold Ounces Gold
Cuello 1,260,000 2.53 102,000
Ojo 380,000 1.67 20,000
Luna 1,270,000 2.01 82,000
Mandibula 1,260,000 1.76 71,000
Cachete 330,000 3.39 36,000
Labio East 90,000 4.96 14,000
Labio South 70,000 2.45 6,000
Labio West 90,000 2.04 6,000
Total 4,800,000 2.2 340,000

The revised mineral resources estimates for thdl@;uaina, Ojo, and Mandibula zones applied Mukiphdicator Kriging
(“MIK™) methodology to the Exeter database and ggiadal models. The models, database, and suppartfogmation
were independently validated by Peter Allen of AMDAThe revised resources were estimated using ditiathl 67
holes, totaling 4,798 metres of drilling and 2,086tres of sawn channel sampling, conducted in 20@42005.

The Cachete zone resource was re-calculated itiseimaExeter utilizing a manual polygonal crosti@nal method of
estimation. Although new, three-dimensional, gewalgnodels were constructed for Cachete, it wasy=l inappropriate
to use MIK methods at that time, due to a lackrilfidg density. The previous resource estimatesd assumptions for the
Labio East, South and West zones were utilizedalse the 2004 program did no new work in relatmrhe drilling
database for these zones. These estimates withMieed with the benefit of results from the reaiting in these zones.

AMDAD also carried out conceptual pit designs foe tCuello, Luna, Ojo, and Mandibula zones, whicbvsd that, in

addition to the indicated resource within pit peaters, a significant proportion of the inferredowse remained within the
potential open pits.

Development Studies

Metallurgy

Metallurgical test work, through 2005, confirmedgtigold and silver recoveries using a gravity safi@m circuit,
followed by a conventional carbon-in-leach flow she&Sravity gold recovery alone averaged 30 peraedtexceeded 50
percent from some samples.

The test programs were carried out at Metcon RiyoftSydney, Australia (a member of the AMMTEC grpurAMMTEC
Limited of Perth, Western Australia, Outokumpu Tealogy Pty Ltd of Perth, Western Australia and Kiiiesold Pty
Ltd of Perth, Western Australia. The program inelddoptical mineralogy, comminution, flotation, gitgvseparation,
cyanide leaching and tailings characterizationwesk.

The test work was carried out on relatively cogrsglound, 95 micron material taken from individuaineralized
intercepts and composites prepared from diamorbdcdiies selected from the 2004 drilling prograrheThead assays of
composite samples from each of the main mineralimetes are as follows:
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Assay Units Ojo Luna Cuello Bulk
Gold alt 9.4: 3.1% 7.92 5.7¢
Silver glt 6.9 18.3 61.3 25.8
Sulphur | % 0.10 0.16 0.47 0.28
Iron % 1.50 1.27 1.24 1.26
Arsenic | ppm 4320 105 80 1235
Copper | ppm 38 28 26 27
Lead ppm 35 32 19 28
Zinc ppm 78 33 55 52

Specific outcomes from the test work included:

Grind Size: The samples must be ground to a fimdga size to optimize gold liberation in the “ban in leach” (“CIL")
circuit. Testwork determined that 95 microns wasdptimum grind for the bulk composite samples.

Pulp Density: The ground sample is mixed with wated reagents in the CIL circuit. The ratio ofigdb liquid in the
leach circuit is referred to as the pulp densitytHe case of the bulk composite sample the optinpuip density was 40
percent.

Gravity Circuit Recovery: A portion of the gold@bn Sixto is “free” or particulate gold that cam kecovered with simple
gravity separation methods as against chemicahiegcin the CIL circuit. The gravity circuit is dh portion of the
treatment plant that recovers such free gold. énddse of the bulk composite sample, the gravitsuitirecovered 30-50
percent of the total gold.

Carbon in Leach Gold Recovery: The recovery of golthe CIL circuit from the bulk composite sampdstwork was 93
to 94 percent.

Gold Recovery Variability on Deposit Composite Sénf he testwork achieved gold recoveries thatechfrom 92.7 to
93.9 percent on the composite sample. This reflihet variability for tests on the same composite.

Gold Recovery Variability on Individual Mineralizédtercepts: Tests were performed on a number néralized samples
from different sites within the gold deposit in erdo determine the gold recovery variability faffetent mineralized
samples. The gold recovery variability was 80 tqp8rcent — average 91 percent.

Silver Recovery Variability on Individual MineraBd Intercepts: The testwork determined that sireeovery variability
was 80 to 85 percent.

Reagent Consumption: The principal reagents useth& CIL circuit are calcium oxide (lime) and samgi cyanide. For
each of these reagents the consumption averageédkilbgrams per metric ton of composite sample.

2006 Testwork

Metallurgical testwork was more limited in 2006 1tha005 while a new drill core inventory was buil, thowever
significant programs were completed on flotation gninding. Late in 2006 large quantities of ddtire samples were
prepared for the remaining feasibility level testkvprograms planned for the first half of 2007.

Flotation optimisation: Detailed flotation and gitgvtestwork on the 2005 bulk composite was carmed at Metcon

leading to a locked-cycle test under optimised dmts. Gold recovery was 88% and silver recovens 80% into a
concentrate weight of 1.5%. The grind size fos thivel of recovery was a P80 of 53 microns.

SAG mill Comminution tests: Thirteen selected geracore samples were taken form Cuello, Luna, Ntard and Ojo

for SMC testing at JK Tech in Queensland, Australidhe samples had acceptable SAG mill propertigsveere mostly

confirmed to be moderately hard to hard. Theseltesvill form part of a comprehensive comminutidata base that is
being assembled.

Recent Work: Late last year approximately 2.5 &mnof representative drill core intercepts weradfarred to two
laboratories in Australia in two nearly identicatbhes. Each batch represented over 100 interoépieralization, each

EXETER RESOURCE CORPORATION ANNUAL REPORT 2006



of mineable width with a cut-off grade of 0.5g/t And included internal and external dilution sdcabe representative of
production material.

The first batch went to JK Tech for comprehensiomminution variability testwork. The material fthis was obtained
from quartered HQ core, with intercepts assembiéal 17 composites, representing separate sectidie cuello, Luna,
Mandibula and Ojo deposits. Each composite isetaelsted for SAG-mill, rod mill, ball mill and alsian parameters to
complete the database for comminution circuit desidhe data will be used for the optimization bé tcrushing and
grinding circuit design options during the planmedject option and feasibility studies expectedtaot later in 2007.

A second batch of almost identical intercepts, areg from coarse crushed drill core, has arriveletcon Laboratories
in Sydney and is also being prepared into 17 coitgmowith identical specifications to those senikoTech. Metcon will
carry out a second round of detailed leach optitiumawork on these composites to finalize the bdleiwsheet. Other
samples will then be prepared for specific testwdirkcted at the engineering design of each section

The mineralized intercepts for this current prograsere selected from 114 holes representing 12,6&@es drilled
between July 2005 and the end of August 2006. @yparison the 2005 resource estimate, and thelglarstallurgical
program then carried out, was based on 4,342 mat@$0 holes.

Geotechnical Studies

Geotechnical logging and core orientation by Exetéwgentina staff geologists was used by Vectoil€Chimitada
(“Vector”) to carry out a “first pass” evaluationf @pen pit slope stability. Using conservative asgtions, Vector
estimated an average pit slope angle of 55 degsti#ésncorporating 50% safety factors. This isedatively steep slope
and should assist in reducing the amount of wastk in mining. The logging program is continuing anill cores and is
now being supplemented by on-site point load tgdiingive a comprehensive evaluation of differeakrstrengths. These
data will be re-evaluated in the coming months mgependent consultants to provide data of a qusditdesign and
optimize open pits. Independent experts A Karzadyda (“AKL") of Chile overview and monitor all ggechnical work.

A water depth monitor for use on old drill holessyaurchased so that regular measurements of tte weter levels can
be recorded and monitored over time. This combinigd dynamic pump testing of selected holes is/jging basic data
on groundwater flow quantities and direction. Tdedahe inferred groundwater flows have been sadigesting that
water will not be a significant problem in miningjis also apparent that mine groundwater will beta significant source
of the overall water requirements for production.

Recent Work: The large database of measurementarisently being collated into a geo-referenced ekdamensional
geotechnical model that can then be overlaid with deological and block models to assist with fitpit design work
during the feasibility study. This information hagen augmented with a large number of point-load ani-axial
compressive strength tests on whole drill core andsser but significant number of tri-axial congsige strength tests.
Geotechnical databases have been completed f@ubko and Luna deposits and the remaining depdaiibases will be
compiled in 2007. Detailed structural mapping aface outcrops has been delayed due to lack offigabpersonnel.

Conceptual Mine Design

In 2005, AMDAD used specialized software to devetmmceptual open pits based upon then current emstsvector’s
geotechnical slope criteria. Preliminary open @sidns followed for the Cuello, Luna, Mandibula &b zones, based
upon H&S resource estimates. AMDAD’s report proddeaste to ore ratios for each conceptual open pit and led to a
base-case production schedule. The average waste t@tio for the four zones was 2.5 to 1. Thesm dvere used as a
basis for a conceptual project infrastructure laymd an internal project evaluation.

No further work was conducted during 2006.

Electricity Supply

Exeter engineers, working with power authoritiesl auppliers of generating equipment, based in Meaddrgentina,

have compared two electricity supply alternatives the project: power from the Provincial electsicgrid and on-site
power generation using diesel fuel. On a cost-bebaskis, electricity supply using the Provinciaidgwas shown to be
superior, as it locks in a key component of thggmooperating cost. The preliminary cost estinfta transmission line
using mid-2005 costs was US$5-7 million. Studie2006 evaluated the preferred power supplier, thgply route,

expanded transmission capacity to 132Kva to allmwpbssible increased throughput.

* The use of the term “ore” is in the context of toenmon mining expression “waste to ore ratio” iripping ratio” and is not intended to imply thiaée
inferred resources used in this study have any@nanstatus as “ore” as defined in NI 43-101 aredrilevant CIM guidelines.
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Recent Work: The power options study was completede last quarter of 2006 by Penta Sur SA of Tuan and Buenos
Aires. The study identified seven options and sptieas in terms of route and the specific takepafint for supply. The
initially favored technical option in terms of radiility and environmental approvals was to takepsufrom Nihuil and
follow the current road route south to a substatibha Salinilla. Capital costs were estimatedsigpply to site as well as
33Kv lines to the La Salinilla and Agua Escondidemenunities, including the costs of supply to swytatds in the two
communities. Exeter engineers have suggested &deatuof ways to reduce the capital cost and reqdast Penta Sur
review these before finalizing their report, whishexpected early in 2007.

Water Supply

A San Juan, Argentina water consultant (“FUUNSA¥s carried out geophysical surveys over poteptiatige aquifers
near Don Sixto to evaluate water supplies. FUUN$AZormed pump tests on exploration drill holes deotechnical
purposes and to evaluate the potential contributipropen water seepage. Two sites were selectéging potentially
capable of meeting the project requirement of 3 Qdfic metres of water daily.

Groundwater surveys by FUUNSAJ (now Grupo Ansitiojl Exeter examined water quality for drinking weasepplies.
The water is slightly, to moderately saline, depegdn the source. The range of groundwater sglisitwell within the
efficient processing range of modern reverse ossrgants for drinking water.

Recent Work: Reports are awaited from Grupo Amsildr the drilling program conducted at Manantiaamdibula for
water during the year, as well as for catchmeninstitows. Preliminary results have indicated wdtews were less than
expected by the consultants. Other measuremente maéxeter personnel suggest that a large podtfidhe water may
be being diverted down a number of parallel NW-8Hcsures. An additional drilling program will bequired in 2007 to
follow up on the 2006 program and to confirm aguifeapable of sustaining up to a 2.5 million topee year operation.

Road Access

Exeter engineers, Mendoza-based civil constructiompanies, and the Municipality of Malargiue haveiewed and
surveyed the existing 200 kilometre long accesteroto the project area. The studies determinedothas to be generally
good. First pass cost estimates were obtainedoft sections requiring repair or upgrading. Twdgrred routes to the
project area were selected and are expected taljecs to further evaluation during the developmeptions study and
subsequent feasibility study planned for late 20@fth rainfall normally restricted to a three monpgeriod of
thunderstorms in summer, road maintenance appeaes straightforward.

During 2005, Exeter engineers reviewed the transipgistics for typical construction and operatibsapplies with a
number of large Argentinean transport companieg ddsts on a “first pass” basis fall within the garexpected for a
project of this size.

No further work was conducted during 2006.

Mine Accommodation

In 2005, Mendoza-based architect was contract@idaduce a sympathetic conceptual design for theraowdation camp
and offices incorporating the use of local matsridlhe design was costed by local construction eones and the cost is
well within the expected range.

No work was conducted during 2006.

Engineering Consultants

Ausenco Limited of Brisbane, Australia (“Ausencodn independent minerals engineering and consbruatompany
specializing in international projects, coordinateithing, metallurgical and infrastructure studyulésinto an engineering
review. Capital and operating costs to a 25% lefelccuracy were developed using detailed equipnisstand current
cost factors. Ausenco made useful recommendat@mrstdidies implemented by Exeter in 2006.

Study Outcomes

At the end of 2005, all the studies carried outhat year and described above were reviewed arafgocated into an
overall development report prepared by Sandercdakdercock provided capital and operating costnestis for a project
with production rates of 500,000 to 1,000,000 tenoé ore per year. The development report formedbthsis of the
decision by Exeter’s directors to approve the resmexpansion drilling program conducted during®2@6ad 2006.
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With the escalation in gold and silver prices inle2006, it was decided to review the possibibifytreating significantly

higher ore throughputs at Don Sixto. It was comgidehat by lowering the cut-off grade from tha¢disn the Sandercock
study, that a possibility exists that significanthore gold mineralization might be economicallyaegrable should gold
and silver prices remain at elevated levels.

Planned Work

A development options study to establish the patars@ecessary for feasibility and environmentadligts will commence
late in the second quarter, 2007 following a newvtidwel Instrument 43-101 resource estimation basedhe expanded
drilling program conducted through 2005 and 20G6vieled the outcome of the development optionsysisighositive, the
Company will proceed to a final feasibility evalioat

Environmental and Social

Exeter completed the spring and summer baselindiestiin 2005. Autumn to winter baseline environraémstudies
continue with the field campaign concentrating be tSoil Potential Study” in the project area angrgunds. The
detailed nature of this campaign also allows Cuoses Independientes Socio Ambientales (“CISA”sbmultaneously
collect data on flora and fauna, indigenous andlecaiffected vegetation as well as assessing inenumtail the
geomorphology. CISA was requested to expand itgrarm to carry out a parallel program of water aimgnblogy

sampling in the winter period. CISA collected agtditl soil and water samples on a regional scalpravide data
representing the autumn-winter season. This sopgiéed the previous baseline campaigns conductegring-summer
and ensures that all seasonal ecological factars haen sampled. Other important projects hava bempleted, aimed
at ensuring that a comprehensive social and envieotal description of the existing area and its mamities is available.
These include land-use potential, landscape asalgsmmunity profiling, archaeological and palaetodical studies. The
final report on the baseline studies has beenveddirom CISA.

Ongoing programs include dust, noise, water lewel water quality monitoring. A community-based paog to collect
seeds and cultivate native plants and shrubs fabisitation of disturbed land commenced with exgessistance from the
Argentinean national research organization, CRYCIT.

Knight Piesold (“KP”) was contracted to conduct@ap Analysis” from work conducted on baseline stadreviewing the
quality and scope of results to date against iatéwnal standards prior to commencement of the @mypgontracting for
an Environmental Impact Assessment report. A nunolbéssues were delineated in the KP report, anckwscurrently
being conducted to fill the “gaps”.

In 2006, a well was drilled at Agua Escondida tovidle water for the local community, prior to matihg the drill rig to
Don Sixto where it was used for water and resoaxpansion programs.

2006 Exploration Activity and Planned Activities

The objective of these coordinated studies is tilifate the transition from exploration to a finf@asibility study. The
exploration and resource expansion drilling progeamducted in late 2005 and through 2006 was tet®¢hin December
2006 to allow for logging and sampling of the latggek-log of drill core from that program. Once &dwgging has been
completed and all assays from the drill holes apeived, a new resource estimate study is plantéchwill be followed
by a development options study to examine the mffisient means of mining and processing the milieaton. Provided
the development options study indicates viabilgyfinal feasibility study is planned to commencethe final quarter of
2007.

More detailed information on the resource and dgweent studies can be obtained on the Company teebsi
www.exeterresource.cam

Drilling

The resource expansion drilling and channel samgghogram which commenced in July 2005 continuedutiphout 2006.
The Company drilled a further 122 diamond drilld®for 16,585 metres, 134 reverse circulation ggesion drill holes for
15,381 metres and 307 rotary air blast (RAB) hdbesa total of 4731 metres. In addition, 5 holes 281 metres were
drilled to test an underground water aquifer.

Subsequent to the drilling data used for the JW@S2resource statement, the combined 2005 and 260i®&g that

constitutes the Resource Expansion and Resourdeitizef Program totaled 57 diamond drill holes f§),137 metres and
194 RC drillholes for 20,400 metres.
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The five rig drilling program, which ended in Dedesn 2006, utilized the following drills:

0] a BB-37 mobile diamond rig, capable of dridlirin confined/difficult access locations with limit surface
disturbance;

(i) a UDR 200 diamond rig commenced work on thejgct in May;

(iii) a Schramm reverse circulation percussioncagable of drilling deep holes and

(iv) two UDR 650 multipurpose reverse circulatipercussion (“RC”) diamond drill rigs for testinggets generated
by reconnaissance rock chip sampling and channgblgag and the RAB drilling programs.

The Schramm drill rig was used through the finadner of 2006 to drill deeper holes for the reseuggpansion work at
Don Sixto. Drilling in the final quarter concenidt on the Cuello East, Cuello West and Cuello ve®®, Luna
extensions, Ojo extensions, the Central Vein Zauabip East) and the Mandibula Zones. On most zdni#ing continues
to delineate the lateral and depth extent of tive méneralized veins.

Termination of the drilling program December, 200@ allowed our technical team to geologically laqd sample the
large back-log of drill cores accumulated throulgé five rig program in the latter part of 2006. Thgging and sampling
is expected to be completed during the first qua&@07, in preparation for the new resource esémacheduled for late
in the second quarter, 2007.

Drilling Confirmation and Resource Expansion Dnillj Programs

The objective of the Drilling Confirmation Progracompleted in 2006, was to raise the confidencel leenuch of the
500,000 ounce Inferred Resource defined in the 2R85ource Estimates to Measured/Indicated Resaatagories.
Much of the 2006 program included diamond drillingareas of higher grade mineralization located iseaface over a
strike length of 300 metres at the Mandibula zone.

The Resource Expansion Drilling Program was designeexpand the resources outlined by the 2005 iResdEstimate
study, so that potentially increased resourcesdcprdvide the basis for a larger scale gold mirapgration, to offset the
effect of industry-wide increases in capital ancraping costs experienced during 2005 and 2006is pitogram was
particularly successful and became the focus fillindy during the latter half of 2006. A Rotary Aidlast (“RAB”) drill rig
was initially employed to test large areas of pbé&dly mineralized volcanics below a cover of wibtbwn sands. The
program had some success, but was restricted bgleépth capacity of the drill and the unconsolidatedracter of the
sands. The RAB testing program was replaced bycffeyi drill holes across the prospective deepedszovered areas.
Both approaches to testing the sand covered amabiced with our geologists skills in predictinggets led to the
success of the Resource Expansion Program in 2006.

At Cuello, the most southerly area of extensiogpktveining, drilling was successful in delineatag200 metre wide
corridor comprising at least seven veins as contpavethe single vein originally defined by the 20@%ource drilling.
Two major veins were located within the Easternlldugystem, and another four veins were identifigthin the Western
Cuello system. The Eastern Cuello vein extends teast a 200 metre vertical depth. The Westerrll@ggstem remains
open for expansion along strike and to depth.

At Luna, the original mineralized zone, with dimems of approximately 200 metres long and 50 mewike, was
expanded to a system of at least 750 metres lodg@6 metres wide. This was accomplished by RABimyi through
sand cover, mainly to the south west and north etite known Luna zone. At year end, the new saugBtern zone
remains open for expansion along strike and totdélfie new zone north east of Luna remains opémetoorth west.

At Ojo, expansion drilling commenced late in 2006s considered that this higher grade zone remapen for expansion
to the south and at depth towards the north.

At Mandibula, the zone was also expanded by thes ZB@source Expansion Drilling Program. Formerly #one was
indicated to be some 50 metres wide and 150 mitngs The new work indicated a 150 metre wide clanriof potential

mineralization with a strike length of at least 8®@tres. Our technical team predicted the gold ralimd zone would
plunge shallowly to the southeast, along the stdkection of the major structure. This hypothesias based on the
interpreted dip of the host volcanic stratigraplgndath unmineralized silica veining in outcrop.eLat the year three
broadly spaced drill holes intersected new goldemtzation, confirming the prediction.

At the Central Vein Zone, which includes the Mergd_abio East and Labio West veins, drilling tésde interpretation
that the higher grade section of the Labio Eagt gabuld also plunge southerly, beneath unminemlizlcanic rocks in
outcrop. The interpretation was confirmed by drdli leaving the zone open for expansion in the dplunge direction.

No drill testing was conducted on the Cachete ggstem during 2006.
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Channel Sampling

Continuous rockchip sampling over outcropping galicheralized zones (including new discoveries) itofeed by sawn
channel sampling. Results from those sawn chanmiélide used for the resource estimates in 200& $awn channel
sampling technique for grade estimation was usethab Inferred Resources included in the 2005 nogcould be
upgraded to the Measured/Indicated Resource cétésgdComprehensive channel sampling programs wenelucted
through 2006 at Ojo, Luna, Mandibula, Labio Ead &tiest, Mercedes and Cuello East zones. Shallovhdies were
required to test near surface mineralization inGliello Central and Western Cuello zones.

Visiting Experts

Dean Williams and Chris Torrey, consulting expazblogists, visited Don Sixto during 2006 to assgigh input into the
structural and stratigraphic controls for mineratian. These examinations also assisted in expgnelaluation of the
regional tenements outside the detailed Don Sixt{ept area.

Regional

A regional program evaluating potential repetitiomghin the 500 square kilometre tenure surroundign Sixto
commenced during the second half of 2006. Thereblean a significant increase in knowledge of theemdlization
generated from the comprehensive exploration aitlthgrprograms carried out over the past threeryed Don Sixto. This
information provided the basis for the regional laation program. Work initially involved targetireyeas with similar
structural and alteration features as Don Sixtonds satellite imagery and reprocessed airbornenet@gradiometric
survey data was also used to assist in targetingniieeralized zones. This work remained at an estdge at year end.

OTHER PROJECTS

CVSA Properties — Patagonia

Acquisition terms

In January 2004, the Company announced it had sgé@ir option from Cerro Vanguardia S.A. (“CVSA")aoquire all of
CVSA's exploration projects, except those surrongdhe Cerro Vanguardia gold mine, in PatagonigeAtina. CVSA is
owned 92.5% by AngloGold Ashanti Ltd. and 7.5% loyriicruz S.A.

Under the option agreement, Exeter paid CVSA USEIWD and can earn a 100% interest in the CVSA pti@seby

spending US$3 million within five years, includiegmpleting 10,000 metres of drilling on any of fber major projects.
CVSA has the right to back into a 60% interestny project, by paying Exeter 2.5 times its expaméis and paying for
all project costs to the completion of a bankalgasbility study. CVSA can increase its interesZ@%b, by financing
Exeter’'s share of mine development costs, at imgwtandard terms. Should CVSA not elect to ba¢& & project, its
interest will revert to a 2% net smelter royalty.

At the end of 2006, Exeter had already fulfille@ tbbligation to incur a total aggregate expendinfré)S$ 3M on or
before the 6th anniversary of the agreement (2@0®) to complete at least 8,000 metres of drilliag,Q00 metres
completed) as required by the agreement. At DeceBibe2006, 4,181 metres at the Cerro Moro Prageact 7,641 at the
Santa Cruz Project (drilled at Cerro Puntudo andd®ehad been drilled of the 10,000 metres requioele drilled on a
project before CVSA is required to make a “back-@€cision on either of the projects. Exeter hasawrtducted any
drilling on either of the Rio Negro or Chubut Pnose projects.

Property Description

The CVSA properties are grouped into the four naioject areas listed below, of which Cerro Moro vias most
advanced at the time of acquisition:

Cerro Moro 13 properties 153 sq Km
Other Santa Cruz properties 8 properties 333 sq km
Chubut properties 10 properties 132 sq km
Rio Negro properties 3 properties 120 sq km

Most of the CVSA properties were acquired by CVS&10 years ago, prior to the recent interesttagonia. All of the
projects have favourable geological settings, §icamit hydrothermal alteration features and/or aalons gold or silver
geochemistry.
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Many of the properties under the agreement wenetiitkd by CVSA using satellite imagery followingrsctural studies,

suggesting large alteration systems. The amousiilidequent exploration varied, but in many casesalous gold and/or
silver mineralization was identified. No geophysisarveys were conducted and drilling did not egtério covered areas.
In 2004, Exeter prospected all of the systems witiiew to identifying gold and/or silver targets follow-up exploration.

Exeter conducted drilling at Cerro Moro and Cernantado during 2004, and a follow-up drilling prograat Cerro

Puntudo in May, 2005. Further drilling was conddota all three projects during 2006.

A number of the properties considered to be lovorsi targets were returned to CVSA in 2005 andMay 2006.
Additional properties were acquired around projectssidered to have good potential for discoveisrently, a total of
25 properties over 11 projects covering 60,27 3drestin three provinces remain subject to the ageee Prospecting and
geochemical surveys have been conducted on mamg &anta Cruz, Chubut and Rio Negro propertiesfalidwing that
work and the favourable mining regime in Santa Cthe Company has decided to focus its attentiotherCerro Moro,
Puntudo and Verde projects, all situated in Samte& @rovince. Other properties in Santa Cruz Pawvicovered by the
agreement include the Calandria and Azul properties

Cerro Moro Project — Santa Cruz Province

The 153 square kilometre, Cerro Moro epithermaldgptoject is located in north-eastern Santa CruaviBRce,
approximately 70 kilometres southwest of Puertodads. Exploration to date at Cerro Moro has defih@d/ein sets,
mostly in areas of limited outcrop. Most of the dy@lccurrences are within a 10 kilometre by 5 kiltnmearea. Low-
sulphidation-style gold and silver mineralization primarily associated with quartz veins 240 to50,2netres long.
Individual veins range in thickness from 0.2 to té&tres and some of the veins are exceptionally inigilver.

CVSA previously drilled 34 shallow diamond and/ewerse circulation percussion drill holes, for tath2,582 metres,
over 11 targets. Drill hole spacing was in the ofe250 metres, with average drill intersectiopitis of only 30 metres.

Exploration by Exeter in 2004 consisted of 40 reeecirculation drill holes, for a total of 2,066 tm&s. Prospecting and
sampling of new veins, and an orientation resistigurvey, was also completed. Poor outcrop restriineralized vein

mapping at Cerro Moro. To overcome this limitatitme Company elected to explore for new veins ¢eresions to known
vein sets, with the objective of discovering a &ngein or a set of closely spaced veins with sidfit contained gold-
silver to support a mine. An orientation ground mar survey established that this technique cae™snany of the

known veins at Cerro Moro.

2006 Geophysical and Trenching Programs

A full ground magnetic survey initiated in 2006,t&st a broader area of the property, continuealtyir the year and was
essentially completed by year end. Further sungys planned to follow up high grade east-westdieg veins in the

south of the project area in 2007. A trenching pragcommenced and 61 trenches were excavatedtfvalanetreage of

800 metres. These were mapped and some 440 saasplaed.

Drilling 2006

In 2006 the Company conducted two drilling campasjgarilling 2,112 metres in 37 holes on the Calblara, Deborah,
Escondida, Patricia and Esperanza veins. The eagi@gram of 20 holes for 1,031 metres was drillad reverse
circulation percussion drilling, and the latterliérg program comprising 17 holes for 1,081 metwess diamond drilled.
These programs discovered high grade gold-silvexeraiization in the Carla vein, in a new zone $éda2.5 kilometres
from previous drilling on the property, and alsoaim eastern extension of the Escondida vein, vaghfollowing results
reported:

Carla Zone:

CMRC-45 intersected 10 metres at a grade of 15angrper tonne (“g/t”) gold and 981 g/t silver, forgold

equivalent grade* of 28.6 g/t. Included in thesicept was 2 metres at a grade of 43.6 g/t gold2@98 g/t silver

(81.8 g/t gold equivalent*).

MDO066 intersected 15.59 metres at a grade of 8.§ald and 198 g/t silver, for a gold equivalenadg of 9.5 g/t.
Includes 3.85 metres at a grade of 22.3 g/t gottGat8 g/t silver for a gold equivalent grade of(B@/t.

Escondida Zone:
MDO064 intersected 10.4 metres at a grade of 1/t §ofd and 777 g/t silver, for a gold equivalerade of 22.7 g/t.
MDO061 intersected 2.67 metres at a grade of 2/T. §ofd and 245 g/t silver, for a gold equivalerade of 30.8 g/t.

*Gold equivalent grade is the aggregate of the gold silver grades using a silver:gold ratio ofl6@nd assumes
100% metallurgical recoveries.
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Drilling by Exeter on this project now totals 4,18%tres. Drilling will recommence on the projectlgan 2007 and is
planned to continue through the year.

Cerro Puntudo Project — Santa Cruz Province

The 235 square kilometre Cerro Puntudo projecp@imately 100 kilometres west of the Cerro Vaanglia mine in

Santa Cruz. The known mineralization is consideiede epithermal in character, hosted within Jucaage, felsic

volcanic rocks. Prior to drilling, Exeter completgeological, geochemical and induced polarizatieopiysical surveys to
better define surface mineralization discoveredCMSA. The resistivity response to the known minieedlon was best
developed at the Rico and La Quebrada zones. BPédtgilound magnetic surveys were conducted to betianeate the
structures, and to indicate possible plunges tortimeralized zones.

Exeter conducted two drilling programs on the propuring 2005, and a third program during secouarigr, 2006. The
first program consisted of 34 reverse circulatioill toles, drilled to down-hole depths of betwethto 109 metres, for a
total of 2,179 metres. A second drill program wasducted in May, 2005 comprising 21 holes for 1,#9res.

Drilling 2006

The 2006 drill program included 13 reverse cirdalaipercussion drill holes for a total of 1,699 exstand was aimed at
grid testing the potential of three of the five prialized bodies discovered to date. Drill holesengesigned to intersect
mineralization at approximate horizontal spacinfjs@meters and 30 meters beneath previous intégasc This drilling
program showed mineralization at both the Rico @utbrada North zones to be open at depth whiléindribn the
Quebrada Zone appears to close economic tenor atigation at depth. Reported results from the Rioae include drill
hole CPRC-61 which intersected 12 metres averadiAgy/t gold, including 1 metre grading 11.2 g/tdgand 1 metre
grading 34.1 g/t gold and drill hole CPRC-62 whiktersected 15 metres at 3.2 g/t gold and 13 lgkrsiAt the Quebrada
North Zone drill hole CPRC-64 intersected 9 metesling 3.9 g/t gold and 8 g/t silver.

The 1,699 metres drilled in 2006 bought the totatreage drilled at Cerro Puntudo to 5,597 metres.
Verde Silver Project — Santa Cruz Province

Silver mineralization on the Verde property, in tees Santa Cruz Province, relates to at least 3logial structures.
Mineralization is epithermal in character, withvgjuartz and alteration zones in close proximitg ®ilica lithocap.

The North Vein Zone comprises a 600 metre long a#id a less well exposed quartz stockwork zondyinve rhyolite
flow dome. The South Vein Zone consists of 6 oyiping silver-bearing quartz veins within a one kiletre wide target
area. Individual veins trend northerly and can taedd over strike lengths up to 700 metres. Pravigark by CVSA
included geological mapping and rock chip samptingt returned samples strongly anomalous in sij¥é6 g/t silver)
over a large area.

Exeter’s exploration program confirmed the anomslsilver values at Verde. Detailed geological magmnd a detailed
ground magnetic survey were completed. The magseatieey was performed to identify drill targets hiit the +70% of
the potentially mineralized area that is coveredlhgllow sand and gravel.

Drilling 2006

In 2006 the Company conducted the first drillingggmam on the property comprising 42 reverse citmiapercussion
holes for a total of 2,044 metres. The drillingritdéed silver mineralization in six epithermal wsiand in a broad zone of
quartz stockwork mineralization. Reported resuftaT drilling were as follows: Drill hole VRC-21, ithe North Vein
Zone, intersected mineralization over the entirerig2re length grading 67 g/t silver and 0.075 gltdgThe best individual
vein intercept in the North Zone was from drill @dVRC-40 which intersected 4 metres at 219 g/tesilBest results
reported from two veins in the South Vein Zonealed 2 kilometres south of the North Vein Zoneumatd 2 metres
grading 310 g/t silver and 7 metres grading 95ig/er respectively.

Further exploration is planned in the latter p&r2@07 to evaluate the potential for a large stomikwsilver system.
Calandria Project - Santa Cruz Province

The Calandria Project is thought to have potertiahigh-level low sulphidation style epithermallgaleposits. Geologic
mapping was conducted and a ground magnetic suvasyunderway at year end with some 600 line kiloesetompleted.
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In 2007, it is proposed that the magnetic survey geochemical sampling will be completed and, $uits are
encouraging, be followed by a drilling program.

CHILE PROJECTS
Southern Chile

In 2006, Exeter entered into an agreement with Rido Mining & Exploration Limited (“Rio Tinto") ceering 48
exploration targets in Magallanes, Chile. Rio Tihts the right to acquire a 60% interest in anyheke targets once
Exeter has drilled 5,000 metres on any target hifyivag the Company of its intention to acquire iaterest. Should Rio
Tinto not exercise this option, it will be entitléala 1% royalty from production on that property.

Following a detailed review of the Rio Tinto datia®e Company applied for concessions over someeofaigets including
Punta Southerland, Pico Batchelor and Monte det8&e¢ring a total area of 5,400 hectares.

Field work commenced in early November 2006, witb field campaigns completed prior to year end. S&@mcouraging
results were returned, particularly from streamrsedt and rock chip sampling.

Further exploration is planned through to the closthe current field season in the second qua2@gy.
Northern Chile - Maricunga Property

In 2005, the Company entered into an agreement Mitiera Anglo American Chile Limitada and Empresanéfa
Mantos Blancos S.A. (“Anglo American”) over severogerties in the Maricunga region of Chile. Thents of the
agreement provide for increasing annual drilling amploration commitments over five years, andphased reversion of
five properties to Anglo American after the secaml third years. Once Exeter has spent a total R$2.65 million,
including 15,500 metres of drilling, it will havamed a 100% interest in the remaining properfieglo American will be
entitled to a 3% net smelter return from production

All hard copy data received from Anglo American wealigitized, and the satellite (Aster) imagery floe area secured,
prior to the commencement of field work in NovemB605. Magnetic data acquired for Caspiche has bsmocessed to
delineate targets for epithermal gold mineralizati&xploration, including geochemical sampling gdspecting was
conducted through the field season in early 2006s Work resulted in early reversion of five of theven properties to
Anglo American and allows Exeter to focus on the tmost favorable properties, jointly referred tothe Caspiche
project.

2006 Program

In the fourth quarter, contracts were entered fatocamp accommodation, catering, geophysical @nog; earthmoving
and drilling. Camp construction was completed inv&lober, and was immediately used for the geophlyaiw drill road
earthmoving programs.

A geophysical program comprising CSAMT and VLF é&lemagnetic surveys, completed by Quantec in Deegmb
generated significant targets in support of a laogerburden covered high sulphidation gold-sitagget.

Planned Work
Drilling is projected for the first quarter, 2007 the Caspiche Ill portion of the property.

Cochrane

A final report was provided to Rio Tinto in suppoftsurrendering the Tranquillo and Furioso areas.

Mineral rights to the Confluencia project, locatagtside of the Rio Tinto Agreement contract areaeveecured in 2006.
Detailed sampling of the vein system is plannedary 2007.
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ARGENTINA
Estelar Properties

Acquisition terms

In July 2003, the Company completed the acquisitibriestelar Resources Limited (“Estelar”), a Bfiti¥irgin Island
corporation that owns the rights to four mineraljpcts in Argentina. The consideration paid for dloguisition of Estelar
was the issuance of 1,000,000 common shares @dhgany to Estelar’s shareholders. The Estelargutigs carry a 2%
NSR, payable to the previous owner, AMD.

Property Description

The Estelar projects currently cover approximaéiysquare kilometres of exploration rights in calntwestern Argentina.
Individually, the properties are referred to as @wispe, Rosarita and El Salado gold projects -oBMvhich have the
potential for the discovery of epithermal gold dei and/or porphyry gold-copper systems. Followimegative
exploration results and unsuccessful attempts ittt jenture projects, Exeter excluded the LlanosoRiand Dolores
projects, and titles peripheral to the core ardag&loSalado, Quispe and Rosarita from the agreeniEmére are no
exploration commitments on the projects.

Quispe Project — Catamarca Province

The Quispe Project is located in southwestern Cateanprovince in northwest Argentina and covers@@are kilometres
of exploration rights. The project was identifiduidugh ground follow-up of satellite-imagery cobmomalies. The target
is a porphyry copper-gold deposit and/or high-sigdation epithermal gold system.

Previous mapping, trenching, sampling and geophysarveys conducted by AMD defined a number ofl-ceady
copper and gold targets on the main Quispe prosphetCompany continues to offer the property éimtjventure.

Rosarita Project — San Juan Province

The Rosarita Project, located in San Juan Provomeers 30 square kilometres of exploration rigirtd has potential for a
low-sulphidation epithermal gold system. The projess immediately south of Intrepid’s Casposo gsilder development
stage deposit, which is the subject of a pre-féagistudy for the development of an open pit/urgteund gold mine.

Previous mapping, geochemical sampling and geoghlysurveys by AMD and Battle Mountain Gold Compaigfined
several low priority drill targets at Rosarita. Bpecting conducted by Exeter in 2003 did not defing high-priority
targets. In 2004, the project was joint-venturedrivepid Minerals Corp. (“Intrepid”), who drillethree holes without
encountering significant mineralization. Intrepidthdrew from the agreement in 2005, having ful@illés minimum
commitment. No further work has been conducted. prgect is being retained as it is considered dawehuntested
exploration potential.

El Salado Project — San Juan Province

The El Salado property has an area of 9 squarenkii@s and covers a large low grade copper-golghyoy system. The
property is located 200 kilometres north of SamJaay, the capital of San Juan Province, Argentina

Previous AMD exploration including the drilling 80 holes, on the EI Salado property discovereddoade copper-gold
porphyry system. The system may have potentiadriwaller zones of higher grade mineralization, witichld be extracted
profitably with elevated copper prices.

No work was conducted on El Salado, and it is pseddhat in due course the Company farm out thegro
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MRP Properties

Acquisition terms

In November 2003, the Company entered into an opdigreement to acquire a 100% interest in thred pobperties,
Agua Nueva, La Ramada and Rosarita South, from Mifio de la Plata (“MRP”), a private, arm’s lengthgentine
company. Tenements peripheral to the Don Sixtogetand Rosarita project were relinquished fromAbeeement during
2006 resulting in retention of 40 tenements totpli@6 square kilometres.

The option agreement requires payments totalin@ ®00 by October 2015 and provides for a 2% NSR¢hvExeter can
purchase outright for $750,000 payable to MRP friuture production. There are no minimum annual epgilon
expenditure commitments on these properties.

Agua Nueva (Don Sixto North) — Mendoza Province

The Agua Nueva property covers an area of apprdeimd 70 square kilometres that adjoins the ComjzabBypn Sixto
gold property to the east, west and north. Widelgegd soil geochemical sampling, six kilometreghweest of Don Sixto
has defined a large arsenic soil anomaly. Agua Bwso covers a set of fault structures that anélasi in orientation to
the mineralized structures at Don Sixto. The stmas will be prospected by Exeter to define tarfmtslrilling, and to test
possible extensions to the Don Sixto mineralization

Recent Work: Regional prospecting and exploratamgeting Ikonos alteration and structural anomaleith signatures
similar to Don Sixto, was conducted during finahger of 2006.

La Ramada — La Rioja Province

The property comprises exploration titles over 4 €juare kilometre area. The Company will undertalepping and
geochemical sampling to define targets for drillamgl will likely acquire additional lands in thesar

Conceptual studies identified a section of the Atgee Precordillera in La Rioja Province as havirgential for sediment-
hosted and replacement-style gold deposits Eaayeseéxploration by a previous operator definedraber of exploration
targets that the Company plans to follow up wittppiag and geochemical sampling to identify dritigeats.

Rosarita South — San Juan Province

Following negative exploration results, the RosarBouth property covering 42.8 square kilometred Hotated
immediately south of the Rosarita Project, waswglished from the MRP Agreement during 2006.

RESULTS FROM OPERATIONS

The Company began 2006 with 27,845,763 sharesamdlisty and ended the year with 37,836,013 shartstaoding.
During the year, the Company received net proce¢d9,718,762 from private placement offerings ltotg 4,100,000
shares; and $8,725,198 from the issuance of 5Z8Dshares upon the exercise of warrants and aptiimares issued and
proceeds received are summarized below:

Private Options Warrants
Placements Exercised Exercised Totals
Shares Issued 4,100,000 542,000 5,348,250 9,990,250
Net Proceeds/Deemed
Value $9,718,762 $450,890 $8,274,308 $ 18,443,960

As of March 30, 2007 the Company had 38,021,018eshautstanding.
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SUMMARY OF FINANCIAL RESULTS

Selected Information

The Company’s consolidated financial statements tfer years ended December 31, 2006, 2005 and 20@4 (

“Consolidated Financial Statements”) have been gmexp in accordance with Canadian generally acceatedunting
principles and practices. Currency amounts af@ainadian dollars, except where stated otherwise fallowing selected
financial information is taken from the Consolidht€inancial Statements and should be read in cotipmwith those
statements.

Year ended December 31, 2006 2005 2004
Interest income $ 226,977 $ 41,335 $ 48,865
Write off of mineral properties and deferred costs,

including property examination costs $ (523,897) $ (355,149) $ (B3
Stock-based compensation $ (2,384,845) $1,886,463) $ (269,196)
Loss $ (5,288,640) $ (3,692,141) $(1,271,096)
Basic and diluted loss per common share $ (0.17) $ (0.20) $ (0.10)
As at December 31, 2006 2005 2004

Working capital $ 12,373,333 $ 7,338,582 $ 2,295,578
Total assets $ 35,890,499 $ 18,643,746 $ 6,469,275
Total liabilities $ 2,261,385 $ 554,798 $ 222,354
Share capital $ 46,230,295 $ 27,802,270 $ 4,018,259
Deficit $ (17,190,122) $ (11,901,482) $ 8,209,341)

Year ended December 31, 2006 compared to the yelmdeDecember 31, 2005

The Company’s exploration program in Argentina &tdle continued with $8,062,573 and $1,831,146 st in the
Don Sixto Project and CVSA properties, respectiveBxpenditures in Chile and on other projects amtexd to $980,089
for total exploration expenditures of $10,873,808ig the year ended December 31, 2006, an incrfe®®, 330,679 over
expenditures for the year ended December 31, Z0&.increase was mainly due to the expanded exjorprogram at
the Don Sixto Project.

The Company's loss from operations for the yeaeérdecember 31, 2006 increased by $1,596,499 beeloss for the
2005 year, to $5,288,640. The increased loss egbufiainly from increases in stock based compemsaitock exchange
listing and filing fees, consulting and adminisiratsalaries, management fees, loss on write-ofhioeral properties and
deferred costs, investor relations and travel andhption. Stock based compensation costs rosel98,382 reflecting the
fair value of options granted to employees and glbasts during the year because of an increadeeiffétr value of options
granted mainly due to an increase in the Compashese price, and because of a longer expectedflifee options.

The Company saw an increase in consulting and asimgtive salaries of $377,009 to $559,902 whicfiects the
Company’s continued growth and the necessity falitachal human capital and bonuses paid at year €hd loss on
write-off of mineral properties and deferred costs$439,842 was as a result of management’s decisiaelinquish a
number of low potential properties. The Company hadincrease of $47,337 to $116,565 in 2006 ateibuo stock
exchange listing and filing fees associated with tisting of its common shares on the American StBachange
(“AMEX") in the November 2006 and due to the capitasings completed during the year.

Accounting and audit, consulting, and legal feeserby $26,625, $377,009 and $40,278, respectioely the amounts
recorded for the 2005 year. These increases wesswdt of further administrative requirements frone Company’s
increased level of activity, the payment of bonusesl the additional filing requirements associatgth the AMEX

listing.

The Company maintained similar investor relatioctsveies in Canada, Europe and the United StateX)D6 resulting in a
slight decrease in expenditures of $2,644 over 2@055554,688. Travel and promotion costs rose by2$866 to
$463,921, principally because of increased trayehtanagement to investor conferences and the esstsciated with
investor visits to the Company’s properties. Prgpexamination costs decreased by $271,096 to $84j@flecting the
Company’s efforts dedicated to its existing pragect
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Third Quarter 2006 to Fourth Quarter 2006

The Company's quarterly rate of loss from operatifor the three months ended December 31, 200&ased by
approximately $1,623,000 from the third quarter@0Dhis increase is attributable principally toiacrease of $1,136,000
in stock based compensation costs and the payrhéonases totalling approximately $400,000 at yeat.

Exploration expenditures in Argentina and Chile ev$1,369,000 higher in the quarter, reflectingGloenpany’s increased
level of activity, principally at Don Sixto, congit with the its exploration plans.

The following is a summary of quarterly resultsdgakirom the Company’s unuadited quarterly constdiddinancial
statements:

$ 000's
2006 2005

4th 3rd 2nd 1st 4th 3rd 2nd 1st
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Interest 86 17 68 56 11 8 14 8
Net loss from operations 2,168 545 1,544 1,032 1,956 759 667 316
Administration Expenditures 1,059 423 630 495 616 299 336 247
Stock based compensation 1,214 78 527 566 1,159 368 307 52

Property examination costs and Mineral
property write-offs

Deferred exp|0rati0n costs 4,157 2,674 2,461 1,582 1,279 1,066 976 867

Basic and diluted loss/share in cents/shar® 0.06 $0.02 $ 0.05 $ 0.04 $ 0.10 $ 0.04 $ 0.04 $ 0.02

18 61 454 27 192 100 38 25

The quarterly results above reflect the Compangstioued focus on its exploration activities andtipalarly the
expanded exploration program at the Don Sixto Rtojaterest Income increased in 2006 as a re$uleoinvestment of
cash on-hand following the private placements itoBer 2006 and the exercise of warrants in NoverabdrDecember.
Administration expenditures are calculated by reimgunterest, stock based compensation, minergbgutg write-offs
and property examination costs from the net logsmfpperations. Administration expenditures haveegally increased
each quarter mainly due to the increase in the Gmyip level of activity requiring additional perswi, business
development expenditures, and the costs assoopdthdthe increased activities. Stock based comgigns costs have
oscillated considerably over the last eight quarter accordance with the number of options gramtedmployees and
consultants and changes in the fair value of thmog granted.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s cash and cash equivalents at DeceBibe2006 totalled $14,511,062 compared to $7,788,6t
December 31, 2005 and $2,458,873 at December 84, dbe increase in the Company’s cash and cashadepts is due
to the completion of the private placements in ®etc2006 which raised approximately $9.7 milliord dhe exercise of
warrants which raised a further $8.3 million. Then@any continues to utilize its cash resourcesuid fproject
exploration and administrative requirements. Adiden such cash, the Company has no material ligsiskts. As the
Company has no significant income, cash balanedsssireplenished by capital fundraising, will éoué to decline as the
Company utilizes these funds to conduct its openati

The Company has no loans or bank debt and themoamestrictions on the use of its cash resources.
The funds will be used for planned exploration pamgs and for general corporate purposes. The Compifirbe required

to undertake additional financing to fund the cougéid exploration of existing projects, if it acasrnew projects or if it
exercises options to acquire projects currentlyeargbtion.

CONTRACTUAL OBLIGATIONS

The Company leases offices in Vancouver and Argardind has expenditure and option payment obligatielated to its
properties. Option payments and property experalimiligations are contingent on exploration resalitsl can be
cancelled at any time, if exploration results saresat. Existing financial commitments are summediin the following
tables:
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Payments Due by Years

Cash Payments Total Less than 1 Year 1-3 Years dY=ears After 5 Years
Office leases $ 375,000 $ 79,000 160,000 $ 103,000 $ 34,000
Cognito-Don Sixto 466,000 58,000 116,000 116,000 175,000
MRP Properties 395,000 25,000 70,000 100,000 200,000
Total $ 1,236,000 $ 162,000 $ 346,000 $ 319,000 $ 409,000
Property

Expenditures Expenditures Due by Years

Maricunga $ 2,801,000 $ 120,000 $ 816,000 $ 1,865,000 $ -
Total $ 2,801,000 $ 120,000 $ 816,000 $ 1,865,000 $ -

RELATED PARTY TRANSACTIONS

Amounts due to related parties are for managensensulting, exploration and legal fees and for esps incurred while
conducting the Company’s business. These amoumtsettled as and when due.

A total of $1,204,005 (2005: $681,280; 2004: $536)2was paid to or accrued for related party tretisas as described
below.

a) Exploration and consulting fees totalling $28®,02005: $144,000; 2004: 147,490) and $58,000 5200
$21,000; 2004: $nil) for the provision of other sahants was paid or accrued to a corporation a€hvthe
President and CEO is a beneficiary.

b) Management and consulting fees totalling $238,0P005: $96,000; 2004: $88,000), share issue costs

totalling $8,000 (2005: $nil; 2004: $nil) were paidaccrued to a corporation controlled by the @han of
the Company.

c) Management fees of $195,000 (2005: $85,000; 2B@4) were paid or accrued to a corporation colfed by
the CFO of the company.

d) Legal fees totalling $120,101 (2005: $105,868)4£ $92,775), and share issue costs totalling2#36(2005:
$64984; 2004: $16,969) were paid or accrued torpocation controlled by a director of the Compary o
which the Secretary of the Company is an employee.

e) Exploration and development costs totalling $@88 (2005:$134,000; 2004: $118,497 were paid oruzd
to a company controlled by the Vice-President, D@u@ent and Operations.

The above transactions are in the normal coursepefations and have been valued in these consatid@ancial
statements at the exchange amount which is the mnodgonsideration established and agreed to bydlated parties.

FORWARD LOOKING STATEMENTS

This discussion contains forward looking statementthin the meaning of the Private Securitiesdation Reform Act of

1995, (the “Litigation Reform Act”) and informatiaelating to the Company’s expectations with regards existing and
future mineral projects, including, without limitam, the timing and results of the future explavatand development of
those projects, and the size and growth in sizeettieSuch forward looking statements are basetherCompany’s plans
and expectations and involvement of known and unknadsks, uncertainties and other factors which rayse the actual
results, performance or achievements of the Compartye materially different from any performanceamwhievement
expressed or implied by such forward looking staets. The Company is relying on the safe harboavigions of the

Litigation Reform Act and does not undertake toatpdor amend any such forward looking statemerd. sk Factors,
below.

RISKS

The exploration and development of mineral depdsitslve significant risks which careful evaluatjoexperience and
knowledge may not, in some cases, eliminate. Timenoercial viability of any mineral deposit dependsroany factors,
not all of which are within the control of managetheSome of the factors that affect the financiability of a given

mineral deposit include its size, grade and proino infrastructure. Government regulation, taxegalties, land tenure,
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land use, environmental protection and reclamadiuch closure obligations all have an impact on t@emic viability of
a mineral deposit.

The Company has no current production of mineftfe Company’s properties are all currently at thel@ation stage.
There is no assurance that a commercially viabfeeral deposit exists on any of the Company'’s pitiggerand substantial
additional work will be required in order to deténethe presence of any such deposit.

Although the Company can conduct exploration ontrobés properties year-round, exploration on sayhés Patagonia
properties and properties at higher altitude in€Cand Argentina is difficult during the winter ntbs of June to October.

The Company is subject to substantial environmergguirements which could cause a restriction @psaosion of
Company operations. The current and anticipatedrduoperations of the Company require permits freamious
governmental authorities and such operations atendhbe governed by laws and regulations govegniarious elements
of the mining industry. The Company’s exploratiactivities in Argentina and Chile are subject taimas Federal,
Provincial and local laws governing land use, thetgrtion of the environment, prospecting, develept production,
exports, taxes, labour standards, occupationattheahste disposal, toxic substances, and othelersat Such operations
and exploration activities are also subject to tuiig@al regulation under these laws by governmeatgncies and may
require that the Company obtain permits from vagigavernmental agencies. The Company expectstthét be able to
obtain the necessary permits to conduct its oparsitihowever there is no certainty that it willdige to do so.

The Company relies on equity and debt financingsinal its activities. While it has been successfuhe past, there is no
guarantee that the Company will be successfuligingfunds through those means in the future.

Risk factors are more fully described in the Compairorm 20-F Registration Statement, File No. GA@-16 filed with
the SEC. You can review and obtain copies of dingé from the SEC’s website at http://www.sec.galgar.shtml

OUTLOOK

In 2007, Exeter will continue to advance the Doxt&Project towards a decision to proceed to aféakibility study. The

Company expects to complete a new resource estintatd will be followed by a project options stullgfore a decision
to proceed to full feasibility study is made. Expltion drilling of extensions and targets that es@nt possible new
discoveries on the property is also expected tdiroa with a view to significantly expanding thedam gold resource.

In Patagonia, the exploration focus will continoebe on the CVSA property portfolio, and, specificahe Cerro Moro
project.

The new agreement with Rio Tinto is a great opputyufor the Company to expand its explorationdtigs in southern

Chile. This new agreement along with the existiggeaments withCVSA and Anglo American, provide the Company
with a strategic opportunity to reduce its discgvewsts while leveraging its existing presence expertise in the region.

PROPOSED TRANSACTIONS

The Company continues to evaluate new propertyisitigms. Should it enter into agreements on newperties it may be
required to make cash payments and complete wgrérehture commitments under those agreements.

CRITICAL ACCOUNTING ESTIMATES AND POLICIES

The Company’s accounting policies are discussedetail in the Annual Consolidated Financial Stateteehowever,
accounting policies require the application of mgaraent’s judgement in respect of the following valg matters:

0] mineral property valuations — management usesédgd bstimate in recording any mineral property @alu
based on the results of any exploration condugbeeyailing market conditions, similar transacticenrsd
factors such as stability of the country in whibk asset is located; and

(i) contingent liabilities — management evaluates dagns against the Company and provides for thosms|a
where necessary, based on information availabite ittcluding in some instances legal advice.

CHANGES IN ACCOUNTING POLICIES

There have been no changes in accounting poli¢igedCompany during the year ended December 316.20
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MANAGEMENT’'S RESPONSIBILITY AND OVERSIGHT

Disclosure controls and procedures are designedoide reasonable assurance that material infeomat gathered and
reported to senior management, including the Chiedcutive Officer and Chief Financial Officer, asdppropriate to
permit timely decisions regarding public disclosure

Management, including the Chief Executive OfficedaChief Financial Officer, has evaluated the dffemess of the
design and operation of the Company’s disclosungrots and procedures as of December 31, 2006.eBas that
evaluation, the Chief Executive Officer and Chiafdncial Officer have concluded that the Comparjsslosure controls
and procedures, as defined in Multilateral Instrotr&2-109 — Certification of Disclosure in Issuefanual and Interim
Filings (“52-109"), were effective at that time @asure that the information required to be disaddeeeports that are filed
or submitted under Canadian Securities legisladi@nrecorded, processed, summarized and reportkih Wie time period
specified in those rules. In conducting the euvidueit has become apparent that management nghies certain informal
procedures and communication, and upon “hands-naivledge of senior management. Management intenfdsmalize
certain of its procedures. Due to the small sthffwever, the Company will continue to rely on ative Board and
management with open lines of communication to ta@inthe effectiveness of the Company’s disclosortrols and
procedures. It should be noted that any systewonfrols is based in part upon certain assumptitasigned to obtain
reasonable assurance as to the effectivenessharel can be no assurance that any design will edciceachieving its
stated objectives. Lapses in the disclosure ctengnod procedures could occur and/or mistakes duapghen. Should such
occur, the Company will take reasonable steps sacg$o minimize the consequences thereof.

INTERNAL CONTROLS AND PROCEDURES OVER FINANCIAL REP ORTING

Management is also responsible for the design efGbmpany’s internal control over financial repagtiin order to
provide reasonable assurance regarding the rétjabfl financial reporting and the preparation ofaincial statements for
external purposes in accordance with Canadian ghiyerccepted accounting principles. It shouldnbéed that a control
system, no matter how well conceived or operatad,anly provide reasonable assurance, not absadsterance, that the
objectives of the control system are met.

CAUTIONARY NOTE TO U.S. INVESTORS

The United States Securities and Exchange Commigs&EC”) permits mining companies in their filingsth the SEC to

disclose only those mineral deposits that a comganyeconomically and legally extract or produdée use certain terms,
such as “inferred resource”, that the SEC guidslisiictly prohibit us from including in our filingvith the SEC. U.S.

investors are urged to consider closely the discgontained in our Form 20-F Registration Statgmeile No. 000-

51016. You can review and obtain copies of oimd# from the SEC’s website at http://www.sec.gduéa.shtml
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CHARTERED 1100 — 1177 West Hastings Street
Vancouver, BC V6E 4T5

ACCOUNTANTS Tel: (604) 687-4511

Fax: (604) 687-5805
MacKayLLP Toll Free: 1-800-351-0426 m a c k a c a
www.MacKayLLP.ca o

Auditors' Report

To the Shareholders of
Exeter Resource Corporation

We have audited the consolidated balance shed&igaiér Resource Corporation as at December 31, 20@6December
31, 2005 and the consolidated statements of opegstcash flows, shareholders’ equity and defeesgudoration costs for
each of the years in the three year period endegmber 31, 2006. These financial statements areeiponsibility of the
Company's management. Our responsibility is to@sgean opinion on these financial statements basedr audits.

We conducted our audits in accordance with geneadtepted auditing standards in Canada and timglast@ds of the
Public Company Accounting Oversight Board (Unitddt&s). Those standards require that we plan aridrpean audit to
obtain reasonable assurance whether the finantagénsents are free of material misstatement. Aditancludes
examining, on a test basis, evidence supportingatheunts and disclosures in the financial statesnertn audit also
includes assessing the accounting principles usddignificant estimates made by management, dsawealvaluating the
overall financial statement presentation. We belieur audits provide a reasonable basis for ourioms.

In our opinion, these consolidated financial staets present fairly, in all material respects, fihancial position of the
Company as at December 31, 2006 and December 8%, & the results of its operations and its ckshsffor each of

the years in the three year period ended Decenthe2(6, in accordance with Canadian generally @edeaccounting
principles.

“‘MacKay LLP”

Vancouver, Canada. Chartered Accountants
March 19, 2007

mackay.ca refers to the Canadian firm MacKay LLP
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Exeter Resource Corporation

Consolidated Balance Sheets (Expressed in Canadiwollars)

December 31, 2006 2005
Assets
Current
Cash and cash equivalents (notes 2 and 6) 14,511,062 $ 7,788,697
Other receivables and prepaid expenses 98,795 38%9,
Goods and services tax recoverable 24,861 35,300
14,634,718 7,893,380
Property and equipment (notes 2 and 7) 203,358 118,423
Mineral properties and deferred costs (notes 2 and 8) 21,052,423 10,631,943
35,890,499 $ 18,643,746
Liabilities
Current
Accounts payable and accrued liabilities 1,884,769 $ 390,685
Due to related parties (note 12) 376,616 164,113
2,261,385 554,798
Share Capital and Deficit
Share capital (note 9) 46,230,295 27,802,270
Contributed surplus (note 11) 4,588,941 2,188,160
Deficit (17,190,122) (11,901,482)
33,629,114 18,088,948
35,890,499 $ 18,643,746
Approved by the Directors:
Director
ey .
- .rf_.".'? W —
Director
See accompanying notes to the consolidated finbsteitements.
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Exeter Resource Corporation

Consolidated Statements of Operations (Expressed {Danadian Dollars)

For the years ended December 31, 2006 2005 2004
Income
Interest income 226,977 41,335 % 48,865
Expenses
Accounting and audit 99,019 72,394 35,359
Amortization 40,699 21,179 12,658
Bank charges 21,623 6,250 5,488
Consulting and administration salaries 559,902 2,883 85,198
Investor relations 554,688 557,332 296,437
Legal fees 179,551 139,273 79,632
Loss on write-off of mineral properties and defdroests (note 8) 439,842 - 85,965
Management fees 365,113 60,000 132,000
Office and miscellaneous 78,531 41,373 30,442
Property examination costs 84,055 355,149 59,409
Rent 51,892 41,287 19,791
Stock-based compensation (note 10) 2,384,845 1,886,463 269,196
Stock exchange listing and filing fees 116,565 ,288 51,891
Telecommunications 20,519 9,830 8,552
Transfer agent 20,030 7,723 10,951
Travel and promotion 463,921 291,055 100,754
5,480,795 3,741,429 1,283,723

Loss before other items (5,253,818) (3,700,094) (1,234,858)

Gain/(loss) on conversion of foreign currencies (34,822) 7,953 (36,238)
Loss for the year (5,288,640) $ (3,692,141) $ (1,271,096)
Basic and diluted loss per share 0.17) $ (0.20) $ (0.10)
Weighted average number of common shares outstandin 30,688,058 18,128,363 12,917,420

See accompanying notes to the consolidated finbsteitements.
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Exeter Resource Corporation

Consolidated Statements of Cash Flows (Expressed@anadian Dollars)

For the year ended December 31, 2006 2005 2004
Operating activities
Loss for the year (5,288,640) $ (3,692,141) $ (1,271,096)
Adjustments:
Amortization 40,699 21,179 12,658
Loss on write-off of mineral properties and defdroests 439,842 - 85,965
Stock-based compensation 2,384,845 1,886,463 269,196
Unrealized loss/(gain) on conversion of foreignreacies 34,822 (7,953) 36,238
(2,388,432) (1,792,452) (867,039)
Changes in non-cash working capital items:
Other receivables and prepaid expenses (29,412) 26,448) (38,457)
Goods and services tax recoverable 10,439 (19,176 (9,914)
Accounts payable and accrued liabilities 10,421 7,591 5,922
Due to related parties 107,724 (24,114) 48,011
(2,289,260) (1,814,599 (861,477)
Financing activities
Issue of share capital for cash 18,975,198 114586 3,206,737
Share issue costs (531,238) (307,745) (312,583)
18,443,960 11,147,705 2,894,154
Investing activities
Exploration activities
- Accounts payable and accrued liabilities 1,883, 253,926 47,486
- Due to related parties 104,779 55,040 (18,897)
Acquisition costs of property and equipment (183)8 (51,199) (164,206)
Acquisition of mineral properties (70,569) (13235 (167,066)
Deferred exploration costs, net of amortization and
property examination costs (10,725,523) (4,137,379) (2,719,919)
(9,397,513) (4,011,235) (3,022,602)
Gain/(loss) on conversion of foreign currencies {3822) 7,953 (36,238)
Net increase (decrease) in cash and cash equivakent 6,722,365 5,329,824 (1,026,163)
Cash and cash equivalents, beginning of year 7,7887 2,458,873 3,485,036
Cash and cash equivalents, end of year 14,511,062 $ 7,788,697 $ 2,458,873
Interest paid - $ - $ -
Income taxes paid - $ - $ -

Cash equivalents (note 6)
Supplemental cash flow information (note 13)

See accompanying notes to the consolidated finbsteitements.
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Exeter Resource Corporation

Consolidated Statements of Shareholders’ Equity (Epressed in Canadian Dollars)

For the years ended December 31, 2006, 2005 and 200

Issued Share Capital

Number of Price Per Total Shareholders'
Shares Share Amount Equity

Balance at December 31, 2003 8,512,83 $ 8,351,77: (6,938,245) 4,381,63
Additions During the Year:
- Private Placement net of share issue costs of

$63,052 4,000,000 1.0( 3,736,94 859,968
- Private Placement net of share issue costs of

$76,500 1,400,000 $ 1.0¢ 1,323,50 1,323,500
- Exercise of agents warrants 288,550 $ 1.3 389,54; - 389,542
- Exercise of warrants 1,120,000 $ 0.2 280,00 - 280,000
- Exercise of stock options 35000 $ 04 14,17 - 14,175
- Contributed surplus allocated on

exercise of stock options - - 4,75 - -
- Stockbased compensation - - - - 269,196
- Agents Warrants - - (28,046) - -
- Contributed surplus allocated on

exercise of agents warrants - - 5,611 - -
- Net Loss for the year - - - (1,271,096) (1,271,096)

Balance at December 31, 2004 15,356,38 14,078,25! (8,209,341) 6,246,92
Additions during the year:
- Exercise of warrants 155,000 $ 0.22 34,10 - 34,100
- Exercise of warrants 175,000 $ 0.23 40,251 - 40,250
- Exercise of warrants 1,345000 $ 0.75 1,008,75 - 1,008,750
- Exercise of warrants 47500 $ 1.35 64,12 - 64,125
- Exercise of warrants 80,000 $ 041 32,80 - 32,800
- Exercise of warrants 149,750 $ 0.76 113,81 - 113,810
- Exercise of warrants 15625 $ 0.85 13,28 - 13,281
- Exercise of warrants 40,000 $ 0.90 36,00( - 36,000
- Exercise of warrants 50,000 $ 1.00 50,000 50,000
- Private Placement net of share issue costs of

$158,134 1,907,667 $ 1.30 2,13860 - 2,131,066
- Private Placement net of share issue costs of

$207,461 5,979,334 1.30 7,565,67: - 7,565,673
- Finders Fee 44,500 1.30 57,85( - 57,850
- Acquisition of Cognito 2,500,000 1.00 2,500,00( 2,500,000
- Contributed surplus allocated on  exercise of

stock options - - 76,30¢ - -
- Stockbased compensation - - - - 1,886,463
- Net Loss for the year - - - (3,692,141) (3,692,141)
Balance at December 31, 2005 27,845,76% 27,802,27( (11,901,482) 18,088,94
Additions during the year:
- Exercise of warrants 2,336,334 $ 1.35 3,154,05 - 3,154,052
- Exercise of warrants 3,011,916 $ 1.70 5,120,25 - 5,120,257
- Exercise of stock options 167,000 $ 0.22 36,741 - 36,740
- Exercise of stock options 125000 $ 1.00 125,00( - 125,000
- Exercise of stock options 40,000 $ 1.08 43,20 - 43,200
- Exercise of stock options 50,000 $ 1.10 55,00 - 55,000
- Exercise of stock options 35000 $ 1.17 40,95( - 40,950
- Exercise of stock options 125,000 $ 1.20 150,00 - 150,000
- Private Placement net of share issue costs of

$531,238 3,600,000 $ 250 8,468,76: - 8,468,762
- Agents Warrants (221,139) -
- Private Placement 500,000 2.50 1,250,00( - 1,250,000
- Contributed surplus allocated on exercise of

stock options - - 205,20 - -
- Stock based compensation - - 2,384,845
- Net loss for the year - - - (5,288,640) (5,288,640)
Balance at December 31, 2006 37,836,01 $46,230,29! (17,190,122) 33,629,11

See accompanying notes to the consolidated finksteisements.
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Consolidated Statements of Deferred Exploration Cds (Expressed in Canadian Dollars)

Don Sixto CVSA Chilean 2006
For the year ended December 31, 2006 Project Properties Properties Other Total
Exploration Costs
Assays $ 283,755 $ 72,409 $ 1,986 $ 117 $ 358,267
Consultants and contractors 445,462 20,322 1,198 - 466,982
Drilling 4,014,481 606,873 - - 4,621,354
Engineering 282,595 24,951 - 590 308,136
Environmental 61,824 5,464 - 551 67,839
Field camp 456,501 89,535 153,577 787 700,400
Geological surveying 239,937 215,723 338,804 58,763 853,227
Geophysical 6,577 - - - 6,577
Hydrology 55,477 - - - 5674
IVA and Chilean tax 938,250 16852 38,161 - 1,144,933
Recording fees 108,905 106,471 28,453 51,066 294,895
Field administration 85,856 99,373 24,827 - 210,056
Metallurgical 60,818 - - 7,023 67,841
Travel 269,040 177,885 112,036 37,793 596,754
Wages and benefits 753,095 243,618 103,982 20,375 1,121,070
8,062,573 1,831,146 803,024 177,065 10,873,808
Property examination costs - - - (84,055) (84,055)
Total costs incurred during the year 8,062,573 1,B8 803,024 93,010 10,789,753
Balance of costs, beginning of year 4,976,745 2,117,037 - 120,894 7,214,676
13,039,318 3,948,183 803,024 213,904 18,004,429
Write-off of costs - (71,221) - (130,801) (202,022)
Balance of costs, end of year $ 13,039,318 $ 3,876,962 $ 803,024 $ 83,103 $ 17,802,407
Don Sixto CVSA 2005
For the year ended December 31, 2005 Project Properties Other Total
Exploration costs
Assays $ 153,139 $ 114,836 $ 3,619 $ 271,594
Consultants and contractors 54,619 20,896 5,580 81,095
Drilling 927,275 246,826 - 1,174,101
Engineering 207,644 - - 207,644
Environmental 31,488 - - 31,488
Field camp 255,815 65,674 25,215 346,704
Geological surveying 402,013 141,984 138,798 682,795
Geophysics 20,136 8,848 - 28,984
Hydrology 8,609 - - 8,609
IVA tax 235,947 77,766 - 313,713
Field administration 76,951 105,402 34,632 216,985
Metallurgical 167,227 - - 167,227
Recording fees 38,293 57,355 8,569 104,217
Travel 163,105 145,061 92,450 400,616
Wages and benefits 310,384 157,381 39,592 507,357
3,052,645 1,142,029 348,455 4,543,129
Property examination costs (29,131) - (326,018) (355,149)
Total costs incurred during the year 3,023,514 4,029 22,437 4,187,980
Balance of costs, beginning of year 1,953,231 975,008 98,457 3,026,696
Balance of costs, end of year $ 4,976,745 $ 2,117,037 $ 120,894 $7,214,676
See accompanying notes to the consolidated finbstaitements.
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Don Sixto CVSA 2004
For the year ended December 31, 2004 Project Properties Other Total
Exploration costs
Assays $ 100,950 $ 38,739 $ 7,159 $ 148,84
Camp 223,935 58,898 14,691 297,524
Consultants and contractors 203,238 204,570 41,817 449,625
Drilling 501,032 131,968 - 633,000
Engineering 64,846 - - 64,846
Environmental 11,105 1,326 1,414 13,845
Geological surveying 175,770 69,912 4,824 250,506
Geophysics 3,648 - 32,643 36,291
IVA tax 131,781 67,697 - 199,478
Field administration 34,315 53,335 4,197 91,847
Metallurgical 20,954 - - 20,954
Recording fees 73,710 101,744 7,485 182,939
Travel 68,920 131,301 27,211 227,432
Wages and benefits 106,158 79,990 17,976 204,124
1,720,362 939,480 159,417 2,819,259
Property examination costs - - (59,409) (59,409)
Total costs incurred during the year 1,720,362 239, 100,008 2,759,850
Balance of costs, beginning of year 232,869 35,528 84,414 352,811
1,953,231 975,008 184,422 3,112,661
Write-off of costs - - (85,965) (85,965)
Balance of costs, end of year $ 1,953,231 $ 975,008 $ 98,457 $ 3,026,696

See accompanying notes to the consolidated finbsteitements.
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Exeter Resource Corporation

Notes to the Consolidated Financial Statements
December 31, 2006

1.

Nature of Business and Continued Operations

Exeter Resource Corporation (the “Company”) is aplaration stage company incorporated under the
laws of British Columbia, Canada and, together viishsubsidiaries, is engaged in the acquisitiod an
exploration of mineral properties located in Argeatand Chile.

These financial statements have been prepared eagbumption that the Company will continue as a
going concern and realize its assets and disclirabilities in the normal course of businesgher than
through a process of forced liquidation. The Conypianin the process of exploring its mineral prdjss
and has not yet determined whether these propecti@sain mineral reserves that are economically
recoverable. The continued operations of the Com@and the recoverability of the amount shown for
mineral properties are dependent upon the existeheeonomically recoverable reserves, the abilftthe
Company to obtain necessary financing to complatedievelopment of such reserves, and the profitable
production or disposition of such reserves.

Significant Accounting Policies

a)

b)

c)

Mineral properties and deferred costs

Mineral properties consist of exploration and miniconcessions, options and contracts.
Acquisition and exploration costs are capitalizad deferred until such time as the property is put
into production, or the property is disposed ahei through sale or abandonment. If a property is
put into production, the cost of acquisition anglexation will be written off over the life of the
property, based on estimated economic reservese®us received from the sale of any interest in
a property will be credited against the carryintueaof the property, with any excess included in
operations for the period. If a property is abarathrihe acquisition and deferred exploration costs
will be written off to operations.

Management reviews capitalized costs on its minpraperties on a periodic basis and will
recognize impairment in value based upon curreplogation results and upon management'’s
assessment of the probability of profitable revenfuem the property or sale of the property.

Recorded costs of mineral properties and defersgdoeation costs are not intended to reflect
present or future values of resource propertie® ftorded costs are subject to measurement
uncertainty and it is reasonably possible, basedxsting knowledge, that changes in future
conditions could require a material change in dwgnized amount.

Although the Company has taken steps to verifg it mineral properties in which it has an
interest, these procedures do not guarantee the&uwyis title. Such properties may be subject to
prior undetected agreements or transfers andhitig by affected by such defects.

Property examination costs

Property examination costs represent the currestsaf evaluating the potential merit of mineral
properties in which the Company currently has noticoiing interest. As no continuing interest
has been acquired in the evaluated mineral pragseréll related costs are expensed in the year
incurred.

Asset retirement obligations

Asset retirement obligations are recognized foreexgd obligations related to the retirement of
long-lived tangible assets that arise from the &itijon, construction, development or normal
operation of such assets. A liability for an aseitement obligation is recognized in the periond i
which it is incurred and when a reasonable estiroftbe fair value of the liability can be made
with the corresponding asset retirement cost reizegrby increasing the carrying amount of the
related long-lived asset. The asset retirement stubsequently allocated in a rational and
systematic method over the underlying asset’s Usiédu The initial fair value of the liability is
accreted, by charges to operations, to its estiohfatere value.
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Notes to the Consolidated Financial Statements
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d) Cash and cash equivalents

For the purpose of reporting cash flows, the Compamnsiders cash and cash equivalents to
include amounts held in banks and highly liquidestments with remaining maturities, at the
balance sheet date, of 90 days or less. The Complangs its cash and cash investments with
institutions of high-credit worthiness.

e) Translation of foreign currencies

Foreign currencies have been translated into Canddinds using the temporal method as follows:

i) Monetary items, at the rate of exchange prengifit the consolidated balance sheet date.

i) Non-monetary items, at the historical rate géleange.

iii) Deferred exploration and administration cositthe average during the period in which the
transaction occurred.

Gains and losses arising on currency translatierirmuded in the Statements of Operations.

f) Property and equipment

Property and equipment are carried at cost lessinaglated amortization. Amortization is
calculated at the following annual rates:

Canada
Equipment Declining balance - 20%
Website Straight-line - 3years

Computer equipment
Computer software
Office equipment
Leasehold improvements

Declining balance - 30%
Declining balance - 100%
Declining balance - 20%
Straight line 5 years

In the year of acquisition, amortization is recatd® one-half the normal rate on assets locatedainada,

except for leasehold improvements.

Argentina
Equipment including vehicles

Computer equipment
Computer software

Chile
Equipment
Computer software
Office equipment

s)] Loss per share

Straight-line - 3 gea
Straight-line - 3 years
Straight-line - 2 years

Straight-line - 12 years
Straight-line - 3 years
Straight-line - 3.5 years

Basic loss per share is calculated by dividingltiss for the year by the weighted average number
of shares outstanding during the year. Diluted jmemsshare has not been presented separately as
the effect of common shares issuable on the exeodistock options and share purchase warrants
would be anti-dilutive. Accordingly, basic and déd loss per share is the same.

h) Share issue costs

Share issue costs incurred on the issue of the @oy'p shares are charged directly to share
capital.
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Notes to the Consolidated Financial Statements
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i) Stock-based compensation
The Company has adopted an incentive stock optaom prhich is described in note 10.

All stock-based awards are measured and recogoiiag the fair-value method as determined by
the Black-Scholes option pricing model. Awards ttiee Company has the ability to settle with
stock are recorded as equity, whereas awards lieaCompany is required to settle, or has the
practice of settling, in cash are recorded aslitss. Compensation expense is recognized in the
Statement of Operations over the vesting period.

)] Income taxes

Income taxes are accounted for using the futurenmectax method. Under this method, income
taxes are recognized for the estimated income taagable for the current year and future income
taxes are recognized for temporary differences detvthe tax and accounting bases of assets and
liabilities and for the benefit of losses availalbdebe carried forward for tax purposes that are
more likely than not to be realized. Future incaamreassets and liabilities are measured using tax
rates expected to apply in the years in which #mapbrary differences are expected to be
recovered or settled.

k) Use of estimates

The preparation of financial statements in confoymwith Canadian generally accepted
accounting principles requires management to mafienates and assumptions that affect the
reported amounts of assets and liabilities andabsce of contingent assets and liabilities at the
balance sheet date and the reported amounts afueseand expenses during the year. Significant
areas where management’s judgment is applied aneradi property valuation including asset
retirement obligations, valuation of future incomas benefits and contingent liabilities. Actual
results could differ from those estimates.

3. Financial Instruments

All significant financial assets, financial liallies and equity instruments of the Company, arbeeit
recognized or disclosed, in the financial statemenogether with other information relevant for nrakia
reasonable assessment of future cash flows, intertesrisk and credit risk.

Certain financial instruments of the Company ineltmmounts translated from foreign currencies into
Canadian dollars. Listed below are the relevartrumsents and the amounts of foreign currency inetud
in their balances:

2006 2005
Argentine Pesos Chilean Pesos Argentine Pesos
Cash and cash equivalents 2,636,248 29,024,679 251,993
Other receivables and prepaid expenses 166,265 2,989,878 64,378
Accounts payable and accrued liabilities 3,706,391 26,370,114 533,232
Rate to convert to $1.00 CDN 0.377 0.002154 0.386

4. Principles of Consolidation

The consolidated financial statements include to@ants of the following subsidiaries:

Incorporation Percentage of Ownership
Estelar Resources Limited British Virgin Islands 0w
Cognito Limited British Virgin Islands 100%
Sociedad Contractual Minera Eton Chile Chile 100%
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5. Investments in Subsidiaries
a) Cognito Limited
By a Principles of Agreement dated October 27, 2@@28 an Option to Purchase, Acquisition and
Joint Venture Agreement, dated January 18, 2008,anagreement dated April 30, 2003, the
Company acquired the right to earn a 100% interestognito Limited ("Cognito"). Cognito
holds an option to acquire a 100% interest, sulijeat3.5% net smelter royalty, in the Don Sixto
Project. (see note 8a)
Effective July 22, 2003, the Company had issue@Q,@0 shares and paid $25,000 for the right
to earn a 100% interest in Cognito. Direct costthefacquisition totaled $2,908. At that date, the
fair value of the consideration paid for that rights $347,908, which has been recorded as
mineral property acquisition cost.
Effective July, 2005 the Company exercised itsapto acquire a 100% interest in Cognito and
issued 2,500,000 shares, at a price of $1.00 @ee sb hold a 100% interest in Cognito.
b) Estelar Resources Limited
By an agreement dated May 2003, the Company aahthesrights to a 100% interest in Estelar
Resources Limited (“Estelar”). Effective July 2208, the Company acquired a 100% interest in
Estelar for consideration of 1,000,000 shares édsat a price of $0.235 per share). At that date,
the fair value of the assets acquired was $237,8R0ch was recorded as a mineral property
acquisition cost. Direct costs of the acquisitiotated $2,820
6. Cash and Cash Equivalents
2006 2005
Cash $14,511,062 $ 623,697
Cashable Guaranteed Investment Certificates - 7,165,000
$14,511,062 $ 7,788,697
7. Property and Equipment
2006 2005
Accumulated Net Book Accumulated Net Book
Cost Amortization Value Cost Amortization Value
Canada
Computer equipment $ 48590 $ 21,608 $ 26982 $ 34,690 $ 11,591 $ 23,099
Website 25,898 25,898 - 25,898 17,533 8,365
Leasehold improvements 26,882 12,952 13,930 11,404 1,170 10,234
Equipment 44,178 6,874 37,304 8,500 2,007 6,493
Computer software 5,767 5,767 - 5,764 5,764 -
Office equipment 15,108 2,545 12,563 4,502 730 3,772
166,423 75,644 90,779 90,758 38,795 51,963
Argentina
Equipment including vehicles 194,703 137,041 57,662 137,951 80,924 57,027
Computer equipment 24,487 14,410 10,077 16,011 6,578 9,433
Computer software 3,969 3,492 477 3,216 3,216 -
223,159 154,943 68,216 157,178 90,718 66,460
Chile
Equipment 45,570 3,787 41,783 - - -
Computer software 959 27 932 - - -
Office equipment 1,688 40 1,648 - - -
48,217 3,854 44,363 - - -
$ 437,799 $ 234,441 $ 203,358 $ 247,936 $ 129,513 $ 118,423
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8. Mineral Properties and Deferred Costs
2006
Write-off of
Deferred Capitalized
Acquisition Costs Exploration Costs Costs Total
Don Sixto $ 3,076,444 $ 13,039,318 $ - $ 16,185,
CVSA Properties 128,572 3,948,183 (71,221) 4,08%6,5
Chilean Properties - 803,024 - 803,024
Other 282,820 213,904 (368,621) 128,103
$ 3,487,836 $ 18,004,429 $ (439,842) $ 52,403
2005
Don Sixto $ 3,025,875 $ 4,976,745 $ - $ 8,620
CVSA Properties 128,572 2,117,037 - 2,245,609
Estelar Properties 237,820 120,435 - 358,255
MRP Properties 25,000 459 - 25,459
$ 3,417,267 $ 7,214,676 $ - $ 10,631,943
a) Don Sixto — Argentina

By an agreement dated February 27, 2003, Cognisotiha right to acquire a 100% interest
(subject to a 3.5% net smelter returns royalty (R{Swhich may be purchased for US$1 million)
in the Don Sixto Project (formerly the La Cabezeoj€ct) (comprised of seven mineral
concessions), located in Mendoza Province, Arganfor consideration of cash payments totaling
US$525,000 payable as follows:

- US$5,000 due December 15, 2002; (Paid)

- US$15,000 on or before December 15, 2003; (Paid)

- US$25,000 on or before December 15, 2004; (Paid)

- US$35,000 on or before December 15, 2005; (Paid)

- US$45,000 on or before December 15, 2006; (Raid)

- US$50,000 on or before December 15 of each yeaeafter up to and including December
15, 2014.

The Company may terminate the payments describedealipon making a development decision
in respect to the project; provided that productmonst commence within two years of that
decision.

In December 2005, Cognito purchased the surfad#srigovering the area of the proposed mine
development at Don Sixto at a cost of $78,000. dditeon, Cognito is required to build two
dwellings elsewhere on the property at an estimatetl of $75,000. The previous owners of the
property will continue to use the property, outsikle proposed mine area, for grazing of livestock
and retain the right to re-acquire the propertyrupompletion of mining activities.

b) CVSA Properties - Argentina

By an Exploration and Option Agreement, dated Ddmm30, 2003, Estelar has the right to earn
a 100% interest (subject to a 2% NSR) in the Céfavo, Santa Cruz, Chubut and Rio Negro
Projects (comprised of thirty-nine mineral concess), located in Santa Cruz, Chubut and Rio
Negro Provinces, Argentina, for consideration ofltgpayments of US$100,000 (paid) and
incurring US$3,000,000 (incurred) in exploratioperditures before December 30, 2009.

Once Estelar has incurred exploration expenditwk4)S$3,000,000 and completed 10,000
metres of drilling on any one of the projects, trendor retains the right to buy back a 60%
interest in that project, by paying Estelar an amd@gqual to 2.5 times its exploration expenditures
on the project and funding a bankable feasibilitydg on the prospect. The vendor may earn an
additional 10% interest in the project (for a tat@s interest) by financing Estelar’s share of mine
development costs. Should the vendor elect nokeocese its back in right, its interest will revert
to a 2% NSR on that project.
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c)

d)

Chilean Properties
i) Southern Chile

By agreement dated May 9, 2006, the Company hasighé to acquire exploration titles and
conduct exploration on 48 targets in southern Chilender the terms of the agreement, upon the
completion of 5,000 meters of drilling on a projete vendor has a once-only right to “back-in”
to a 60% participating interest on that projecphying the Company three times the amount of its
exploration expenditures incurred on that projekt.project” is defined as a 10 kilometer area of
interest surrounding any of the 48 targets includeder the agreement. If the vendor does not
elect to exercise its back-in right, it will be igled to a 1% net smelter return from any produttio
that project. The agreement replaces the agreewitgnthe vendor, dated March 8, 2005, which
gave the Company the right to review exploratiotadia southern Chile.

ii) Maricunga Properties

By an agreement dated October 11, 2005, the Comaespyired the right to review a number of
properties in the Maricunga region of Chile. Untler terms of the agreement, the Company can
earn a 100% interest in the properties by incureggregate expenditures of US$2,550,000 over
five years including conducting 15,500 meters dlfidg. The vendor will retain a 3% NSR in the
properties. The Company may withdraw from the ame® at any time after expending
US$250,000 including conducting 1,500 meters dfidgi.

Upon completion of a feasibility study, and wherdexision is made to develop a property, the
parties will share development costs pro ratajlatidn will apply.

Other Properties
i) Estelar Properties - Argentina

Estelar has acquired a 100% interest in the QuRRpsarita and Uspallata Projects (comprised of
five mining concessions), located in Catamarca &@ah Juan Provinces, Argentina, for
consideration of a 2% NSR from any future productipom the properties. There are no
expenditure commitments on the properties.

i) MRP Properties - Argentina

By an agreement dated October 1, 2003, Estelainglokahe right to acquire a 100% interest
(subject to a 2% NSR which may be acquired for $980) in the Agua Nueva, La Ramada and
Rosarita South Projects (comprised of forty-fivenemal concessions), located in Mendoza, San
Juan and La Rioja Provinces, Argentina, for consitien of cash payments totaling $440,000, as
follows:

- $5,000 on signing of the Agreement; (paid);

- $7,500 on or before October 1, 2004; (paid);

- $12,500 on or before October 1, 2005; (paid)

- $20,000 on or before October 1, 2006; (paid)

- $25,000 on or before October 1, 2007;

- $30,000 on or before October 1, 2008;

- $40,000 on or before October 1, 2009; and

- $50,000 on or before October 1 of each year #fereto 2015.

In the event a decision is made to build and opesanine on any of the projects, payment of the
remaining option payments may be terminated.

iii) Papagallos Properties - Argentina
By an agreement dated November 1, 2003, the Comphtained the right to acquire a 100%

interest in the Papagallos Project (comprised o finineral concessions, of which one was
subject to a 2% NSR) located in the Mendoza Pravin€ Argentina for consideration of
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exploration and cash payments totaling US$3,500,00004, the Company abandoned this
project, and, accordingly, the related capitalizests were written-off to operations.

9. Share Capital
The authorized share capital of the Company isQ@0O00 shares without par value.

The Company has issued shares of its stock asvgllo

2006 2005
Number of Number of
Shares Amount Shares Amount

Balance, beginning of year 27,845,763 $ 27,802,270 15,356,387 $ 14,078,259
Issued during the year for:

Cash 9,990,250 18,975,198 9,944,876 11,455,450

Property - - 2,500,000 2,500,000

Finders fee - - 44,500 57,850

Contributed surplus allocated - 05,203 - 76,306

Share Issue costs - (752,376) - (365,595)
Balance, end of year 37,836,013 $ 46,230,295 27,845,763 $ 27,802,270

Transactions for the Issue of Share Capital
During the Year Ended December 31, 2006:

a) The Company completed a private placement financonsisting of 3,600,000 units, at a price of
$2.50 per unit, for a total consideration of $9,000. Each unit consisted of one common share and
one-half share purchase warrant. Each whole shaighgse warrant is exercisable to acquire one
additional share at a price of $3.00 per sharerdvetore April 4, 2008 except that in the event tha
the closing price of the Company’s stock exceed2%3or ten consecutive trading days after
February 5, 2007, the Company may accelerate tpeyeaf the warrants by giving notice to the
holders thereof, and, in such case, the warrartexyire on the 30 calendar day after such notice.

The Company paid costs totaling $752,376 in conoeatith this private placement comprised of a
finder's fee of $450,000 cash, the issuance of @H2,agents’ warrants, with a fair value of
$221,139, (see note 10) and legal costs of $81,Ea¢h agents warrant entitles the holder to
purchase one common share at a price of $2.5thpee,son or before April 4, 2008.

b) The Company completed a private placement financimsisting of 500,000 units, at a price of
$2.50 per unit, for a total consideration of $1,280. Each unit consisted of one common share and
one- half share purchase warrant. Each whole ghachase warrant is exercisable to acquire one
additional share at a price of $3.00 on or befopgilAL8, 2008 except that in the event that the
closing price of the Company’s stock exceeds $82%en consecutive trading days after February
19, 2007, the Company may accelerate the expith@fwarrants by giving notice to the holders
thereof, and, in such case, the warrants will expit the 3t calendar day after such notice.

C) The Company issued 5,348,250 shares for procee$i8,274,308 upon the exercise of warrants as
follows: 2,336,334 shares at a price of $1.35; B,916 shares at a price of $1.70.

d) The Company issued 542,000 shares for proceed$5®,890 upon the exercise of stock options as
follows: 167,000 shares at a price of $0.22; 126,8fares at a price of $1.00; 40,000 shares at a
price of $1.08; 50,000 shares at a price of $1350000 shares at a price of $1.17; 125,000 shéares a
a price of $1.20.
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Transactions for the Issue of Share Capital
During the Year Ended December 31, 2005:

a)

b)

c)

d)

e)

The Company completed a private placement financimggisting of 1,907,667 units, at a price of
$1.20 per unit, for a total consideration of $2,28®. Each unit consisted of one share and one-half
share purchase warrant. Each whole share purchasantwas exercisable to acquire one additional
share at a price of $1.35 on or before April 10&0

The Company paid costs totaling $158,134 in conoeatith this private placement.

The Company completed a private placement financiggisting of 5,979,334 units, at a price of
$1.20 per unit, for total consideration of $7,7831Each unit consisted of one share and one-half
share purchase warrant. Each share purchase wasaargxercisable to acquire one additional share at
a price of $1.70 on or before December 21, 2006.

The Company paid share issuance costs totaling,614%nd issued 44,500 units, with a fair value of
$57,850, as finders’ fees in connection with thisgte placement. Each unit consisted of one share
and one-half share purchase warrant. Each shacbase warrant was exercisable to acquire one
additional share at a price of $1.70 on or befogeddnber 21, 2006.

The Company issued 1,722,500 shares for procee8q,df7,225 upon the exercise of warrants as
follows: 155,000 shares at a price of $0.22 peresht75,000 shares at a price of $0.23; 1,345,000
shares at a price of $0.75; and 47,500 sharepriteaof $1.35.

The Company issued 335,375 shares for proceed24%,891 upon the exercise of stock options as
follows: 80,000 shares at a price of $0.41; 149 3i5éres at a price of $0.76; 15,625 shares atce pri
of $0.85; 40,000 shares at a price of $0.90; andd®&0shares at a price of $1.00.

In addition, an amount totaling $76,306, represenstock-based compensation recognized on vesting
of the above stock options, was allocated to sbapéal.

The Company issued 2,500,000 shares at a pricd.60D%or the acquisition of the remaining 50%
interest in Cognito.

Transactions for the Issue of Share Capital
During the Year Ended December 31, 2004:

a)

b)

c)

The Company completed a private placement fingncionsisting of 4,000,000 units, at a price of
$1.00 per unit, for total consideration of $4,0@@0of which $2,876,980 was received prior to
December 31, 2003. Each unit consisted of one sradteone-half of a share purchase warrant. Each
whole share purchase warrant was exercisable wiracgne additional share at a price of $1.35 on or
before April 12, 2005, except that, in the everd thosing price of trading in the Company’s shares
equalled or exceeded $1.75 for a period of tene@nns/e trading days, the warrants would expire in
30 days.

The Company paid share issuance costs totaling,2B3n connection with this private placement, of

which $26,969 was paid prior to December 31, 2063addition, the Company issued 367,700

warrants, with a fair value of $28,046, as findefes2s in connection with this transaction. Each

warrant was exercisable to acquire one share dta gf $1.35 per share on or before April 12, 2005

except that in the event the closing price of ingdn the Company’s shares equaled or exceeded $1.7
for a period of ten consecutive trading days, therants would expire in 30 days.

The Company completed a private placement financimgsisting of 1,400,000 units, at a price of
$1.00 per unit, for total consideration of $1,4@@0Each unit consisted of one share and one share
purchase warrant. Each share purchase warranexesisable to acquire one additional share at a
price of $1.35 on or before October 22, 2006. Them@any paid finder's fees of $76,500 in
connection with this transaction.

The Company issued 1,408,550 shares for procee$i§6®,542 of which $22,680 was received after

the period end, upon the exercise of warrants limafs: 1,120,000 shares at a price of $0.25 peresha
and 288,550 shares at a price of $1.35 per share.
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In addition, an amount totaling $5,610, represenstock-based compensation recognized on vesting
of the above agents’ warrants, was allocated toestepital.

d) The Company issued 35,000 shares at a price 0D$(ér share for proceeds of $14,175 upon the
exercise of stock options.

In addition, an amount totaling $4,756, representstock-based compensation recognized on the
vesting of the above stock options, was allocateshaire capital.

10. Stock Option Plan

The Company has adopted an incentive stock oplam (phe “Plan”), the essential elements of which a
as follows: The aggregate number of shares of thiagany’s capital stock issuable pursuant to options
granted under the Plan may not exceed 5,893,11®Bblard of Directors has amended the Plan to iserea
the ceiling, subject to shareholder approval, #67,203. Options granted under the Plan may have a
maximum term of five years. The exercise price miians granted under the Plan will not be less tinen
discounted market price of the shares (definechaddst closing market price of the Company’s share
immediately preceding the grant date, less the maxi discount permitted by TSX Venture Exchange
policy (“TSX-V")), or such other price as may beregd to by the Company and accepted by the TSX-V.
Options granted under the Plan are generally esaol# immediately following the grant, however aert
options may be subject to vesting at times as oéted by the directors of the Company and the TSX-V

A summary of the status of options granted by tlen@any, as of December 31, 2006 and 2005 and
changes during the years then ended, is as follows:

2006 2005
Weighted Weighted
Average Average
Exercise Exercise
Shares Price Shares Price
Options outstanding, beginning of year 4,949,75( $ 1.1t 2,714,775 $ 0.9
Forfeited/cancelled (556,000) 1.75 (405,625) 1.14
Granted 1,755,00( 2.62 2,986,00( 1.31
Exercised (542,000) 0.83 (335,375) 0.73
Options outstanding, end of year 6@6,75C $  1.5¢ 4,959,75( $ 1.1t

At December 31, 2006, the Company had outstandouk ®ptions to acquire 5,606,750 shares as fotlows

Number of Option:

Number of Option:

Price Expiry Date

Qutstandinc Exerciseablt
305,000 305,000% 0.41August 15, 2008
1,123,000 1,123,000$ 1.08January 21, 2009
10,000 10,000% 1.41April 7, 2009
3,750 3,750$% 0.85June 21, 2009
225,000 225,000% 1.20March 21, 2010
300,000 300,000$% 1.20April 5, 2009
435,000 435,000% 1.12July 7, 2010
350,000 350,000$% 1.10August 19, 2010
145,000 145,000 1.17October 5, 2010
235,000 235,000% 1.200ctober 25, 2010
1,020,000 920,000% 1.59December 30, 2010
75,000 62,500% 1.79%ebruary 3, 2011
165,000 165,000 2.01March 9, 2011
290,000 290,000$% 2.52May 3, 2011
50,000 50,000% 1.8Qune 12, 2011
875,000 815,000% 3.02November 30, 2011
5,606,75! 5,434,25|

EXETER RESOURCE CORPORATION ANNUAL REPORT 2006

38



Exeter Resource Corporation

Notes to the Consolidated Financial Statements
December 31, 2006

The following table summarizes information abowg #tock options outstanding and exercisable at iDbee

31, 2006:
Weighted Weighted
Average Average Exercise
Remaining Life Price
Range of Prices $ Number (Years) $
0.00 -1.00 308,750 1.64 0.41
1.01-2.00 3,968,000 3.25 1.26
2.01 + 1,330,000 4.70 2.79
5,606,750 3.12 1.58

Stock-based Compensation

The fair values of options and agents warrantstgthduring the years ended December 31, 2006, 2005
2004 were estimated, at the grant date, using thekBScholes option pricing model with the follogin
weighted average assumptions:

2006 2005 2004
Expected annual volatility 65.82% 67.45% 27.74%
Risk-free interest rate 3.89% 3.44% 3.56%
Expected life 3.50 years 3.26 years 2.28 years
Expected dividend yield 0.00% 0.00% 0.00%

Based on the above assumptions, the average fai wh each option granted and vested during tlee ye
ended December 31, 2006, was $1.36; accordinglypeosation expense of $2,384,845 was recorded in
the statement of operations for the year.

Option pricing models require the input of highlybgective assumptions including the expected price
volatility of the Company’s shares. Changes in ghbjective input assumptions can materially affbet
fair value estimate, and, therefore, the existiraylets do not necessarily provide a reliable simgasure

of the fair value of the Company’s stock options.

Warrants

At December 31, 2006 the Company had outstandiragespurchase warrants exercisable to acquire
2,302,000 shares as follows:

Number Exercise Price Expiry Date
1,800,000 $ 3.00 April 4, 2008
252,000 $ 2.50 April 4, 300
250,000 $ 3.00 April 18, 2008
2,302,000
11. Contributed Surplus
2006 2005
Balance, beginning of year $ 2,188,160 $ 8,803
Stock-based compensation expense 2,384,845 1,886,463
Agents Warrants 221,139 -
Contributed surplus allocated (205,203) (76,306)
Balance, end of the year $ 4,588,941 $ 2,1588,1
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12. Related Party Transactions

Amounts due to related parties are for managenoemisulting, exploration and legal fees and for esgs
incurred while conducting the Company’s business.

A total of $1,204,005 (2005: $681,280; 2004: $536)2was paid to or accrued for related party
transactions as described below.

a) Exploration and consulting fees totaling $282,@005: $144,000; 2004: $147,490) and $58,000
(2005: $21,000; 2004: $nil) for the provision ohet consultants was paid or accrued to a corpaoratio
of which the President and CEOQ is a beneficiary.

b) Management and consulting fees totaling $238,200%: $96,000; 2004: $88,000) and share issue
costs totaling $8,000 (2005: $nil; 2004: $nil) werad or accrued to a corporation controlled by the
Chairman of the Company.

c) Management fees of $195,000 (2005: $85,000; 2$0d4) were paid or accrued to a corporation
controlled by the CFO of the company.

d) Legal fees totaling $120,101 (2005: $105,866; 2(k®2,775) and share issue costs totaling $36,271
(2005: $64,984; 2004: $16,969) were paid or acctoea corporation controlled by a director of the
Company of which the Secretary of the Company israployee.

e) Exploration and development costs totaling $268,6205:$134,000; 2004: $118,497) were paid or
accrued to a company controlled by the Companyte Wresident, Exploration and Development.

The above transactions are in the normal coursepefations and have been valued in these consadidat
financial statements at the exchange amount wisitheg amount of consideration established and dgreby
the related parties.

13. Supplemental Cash Flow Information

The Company incurred non-cash financing and inmgséctivities during the years ended December 31,
2006, 2005 and 2004 as follows:

2006 2005 2004
Non-cash financing activities:
Issue of share capital for
Share subscription advances $ - $- $ 2,876,980
Acquisition of mineral properties - 2,500,000 -
Finder's fees - 57,850 -
Contributed surplus allocated 205,203 76,306 10,366
Share issue costs (221,139) (57,850) (28,046)
Share subscription advances - - (2,876,980)
Contributed surplus 15,936 (76,306) 17,680
$ - $ 2,500,000 $ -
Non-cash investing activity:
Acquisition costs of mineral properties  $ - $ (2,500,000) $ -
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14. Segmented Information

The Company operates in one business segment, thgiragquisition and exploration of mineral projeert
The Company’s corporate office provides financiall aechnical support to its operations in Canada,

Argentina and Chile.

The Company’s net assets and net losses by geacmbpbgments are as follows:

December 31, 2006 Canada Argentina Chile Total
Cash and cash equivalents $ 13,452,871 994,656 % 63,535 $ 14,511,062
Other current assets 54,549 52 6,545 123,656
Property and equipment 90,779 68,216 44,363 203,358
Mineral properties and deferred costs - 29,2499 803,024 21,052,423
13,598,199 21,374,833 917,467 35489
Current Liabilities (805,239) (1,398,421) (57,725) (2,261,385)
$ 12,792,960 $ 19,976,412 $ 859,742 $ 33,629,114
Net Loss $ (4,967,850) $ (315,342 (5,448) $ (5,288,640)
December 31, 2005 Canada Argentina Chile alTot
Cash and cash equivalents $ 7,692,285 $96,412 $ - $ 7,788,697
Other current assets 80,169 Roy 2z - 104,683
Property and equipment 51,963 66,460 - 118,423
Mineral properties and deferred costs - 10883 - 10,631,943
7,824,417 10,819,329 - 18,643,746
Current Liabilities (350,951) (2837) - (554,798)
$ 7,473,466 $ 10,615482 $ - 18088,948
Net loss $ (3,621,282) $ (70,859) $ - $ (3,692,141)
15. Income Taxes

A reconciliation of consolidated income taxes atutbry rates with the reported taxes is as follows

Net loss for the year before income tax
Combined federal and provincial tax rate

Income tax recovery at statutory rates
Effect of tax rate change
Unrecognized items for tax purposes
Non-capital losses expired
Change in valuation allowance

Future income taxes (recovery)

2006 2005
$ 5,289,008 3,692,000
34.1% 34.1%
$ (1,809,000 (1,259,000)
171,000 -
1,561,000 ,0007
38,000 -
34,000 512,000
$ Nil Nil
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The significant components of the Company’s consddid future tax assets are as follows:

2006 2005
Non-capital loss carry forwards — Canada $ 1,68D,00% 1,089,000
Non-capital loss carry forwards — Argentina 229,00 62,000
Non-capital loss carry forwards — Chile 1,000 -
Exploration and development deductions — Canada 1,0p8 309,000
Exploration and development deductions - Argentina - (62,000)
Property and equipment — Canada 20,000 13,000
Property and equipment — Argentina - 23,000
Share issue costs 299,000 175,000
2,506,000 1,609,000
Valuation allowance (2,506,000) (1,609,000)
$ Nil $ Nil

The Company has available non-capital losses fera@ian income tax purposes which may be carried
forward to reduce taxable income in future yeafrsiot utilized, the non-capital losses in the antoai
$5,419,000 expire as follows:

2007 $ 128,000
2008 137,000
2009 159,000
2010 200,000
2014 882,000
2015 1,588,000
2026 2,325,000

$ 5,419,000

At December 31, 2006, the Company has unclaime@dan resource and other deductions in the amount
of $905,000 (2005 - $905,000) which may be dedueigainst future taxable income on a discretionary
basis.

In addition, the Company has share issue costbngtf965,000 (2005 - $513,000) which have not been
claimed for income tax purposes.

Tax benefits have not been recorded due to unogrteggarding their utilization.
16. Contractual Obligations

The Company leases offices in Vancouver and Argantind has expenditure and option payment
obligations related to its properties. Option pagtaeand property expenditure obligations are cgetirh

on exploration results and can be cancelled attiamy should exploration results so warrant (see 89t
Other financial commitments are summarized in #iet below:

Payments Due by Year

Total 2007 2008 - 2009 2010 - 2011 After 2011
Office leases $ 375,120 $ 78,424 $ 159,848 $ 102,636 $ 34,212
Total $ 375,120 $ 78,424 $ 159,848 $ 102,636 $ 34,212

17. Subsequent Events
Subsequent to December 31, 2006, the Company grantbject to shareholder approval, the following:
(i) 785,000 stock options exercisable at a price 83per share on or before February 1, 2012.
(i) 220,000 stock options exercisable at a price &83per share on or before February 13, 2012.

The fair value of the stock options reflected abbaes not been presented as the compensation expéinse
be measured at the date that the shareholder adpsaeceived.
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18.

19.

Comparative Figures

Certain comparative figures have been reclassifienbnform to the current year’s consolidated firiah

statement presentation.

Differences between Canadian and US Generallycéepted Accounting Principles

The Company’s consolidated financial statementsehbgen prepared in accordance with generally
accepted accounting principles (“GAAP”) in Canad@ahe material measurement differences between
GAAP in Canada and the United States that wouldeHaad an effect on these consolidated financial

statements are as follows:

Balance Sheet

(i) Mineral Properties and Deferred Costs

Mineral properties and deferred costs - under CAAG

Add back write-off of mineral properties - underm@dian GAAP

Mineral property expenditures expensed - under BAS
Mineral properties and deferred costs - under URBA

(i) Shareholders Equity

Shareholders Equity - under Cdn GAAP
Deficit - under Canadian GAAP

Deficit - under US GAAP

Shareholder’s Equity - under US GAAP

Statement of Operations and Deficit

Loss for the year - under Cdn GAAP

Add back write-off of mineral properties - under
Canadian GAAP

Mineral property expenditures expensed - under
US GAAP

Loss for the year - under US GAAP

Basic and diluted loss per share - under US GAAP

Deficit under US GAAP - beginning of year
Loss - under US GAAP
Deficit - under US GAAP - end of year

Statement of Cash Flows

Operating Activities - under CDN GAAP
Acquisition of mineral properties
Exploration activities - accounts payable

Deferred exploration costs, net of amortization and

property examination costs
Operating Activities - under US GAAP

Investing Activities - under CDN GAAP

Acquisition of mineral properties
Exploration activities - accounts payable

Deferred exploration costs, net of amortization and

property examination costs
Investing activities - under US GAAP
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2006 2005
$ 21052423 $ 10,631,943
439,842 -
(21,492,265) (10,631,943)
$ - $ -
2006 2005
$ 33,629,114 $ 18,088,948
17,190,122 11,901,482
(38,242,545) (22,533,425)
$ 12576691 $ 7,457,005
2006 2005 2004
$ (5,288,640) $ (3,692,141) $ (1,271,096)
439,842 85,965
(10,860,322) (6,819,603) (2,926,916)
$ (15,709,120) $(10,511,744) $ (4,112,047)
$ 051 $ 058 $ 0.32
2006 2005 2004
$ 22,533,425 $ 12,021,681 $ 7,909,634
15,709,120 10,511,744 404D
$ 38,242545 $ 22,533,425 $ 12,021,681
2006 2005 2004
$ (2,289,260) $ (1,814,599) $ (861,477)
(70,569) (1335 (167,066)
1,588,44 308,965 28,589
(10,725,523) (4,137,379) (2,719,919)
(11,496,910) ¢ (5,774,636) $ (3,719,873)
(9,397,513) $ (4,011,235) § (3,022,602)
70,569 131,623 167,066
(1,588,442) (308,966) (28,589)
10,725,523 4,137,379 2,719,919
(189,863) $ (51,199) ¢  (164,206)
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Exploration expenditures

For US GAAP purposes, the Company expenses exaorakpenditures when incurred. When proven and
probable reserves are determined for a propertysesuent development costs of the property will be
capitalized. The capitalized costs of such propsriwill then be measured, on a periodic basis for
recoverability of carrying values. Acquisition cegif mineral properties containing proven and pbida
resources will be capitalized for US GAAP purposes.

New accounting pronouncements

In July 2006, the Financial Accounting Standardsaf8o(“FASB”) issued FASB Interpretation No. 48,
Accounting for Uncertainty in Income Taxes — Anelmtretation of FASB Statement No. 109 (“FIN No.
48"), which became effective for the Company onu2ap 1, 2007. This interpretation clarifies the
accounting for income tax benefits that are unaerta nature. Under FIN No. 48, a company will
recognize a tax benefit in its financial statemefiois an uncertain tax position only if management’s
assessment is that its position is “more likelyntimot” (i.e. a greater than 50 percent likelihota)be
upheld on audit based only on the technical mefithe tax position. This accounting interpretatadso
provides guidance on measurement methodology, dgnéon thresholds, financial statement
classification and disclosures, interest and pasalecognition, and accounting for the cumulatfiect
adjustment. The new interpretation is intendedravige better financial statement comparability ago
companies.

Required annual disclosures include a tabular mkation of unrecognized tax benefits at the bagig

and end of the fiscal period; the amount of unrecxad tax benefits that, if recognized, would afféme
effective tax rate; the amounts of interest andatigss recognized in the financial statements; expected
significant impacts from unrecognized tax benefits the financial statements over the subsequent 12-
month reporting period; and a description of thg yeears remaining to be examined in major tax
jurisdictions. FIN No. 48 is effective for fiscalegrs beginning on or after December 15, 2006. The
Company is currently assessing the impact, if #mt the adoption of FIN No. 48 will have on itsdncial
statements.

In September 2006, the FASB issued FASB Statement187, Fair Value Measurements (“FAS No.
157"), which will become effective for the Compaoy January 1, 2008. This standard defines faireyalu
establishes a framework for measuring fair valug expands disclosures about fair value measurements
The Statement does not require any new fair valaasarements but would apply to assets and liadsiliti
that are required to be recorded at fair value udeer accounting standards. The impact, if aoythe
Company from the adoption of FAS 157 in 2008 witpend on the nature of the Company’s assets and
liabilities at the time that they are required torbeasured at fair value.

In September 2006, the Securities Exchange Conwnis§iSEC”) issued Staff Accounting Bulletin
(“SAB™) SAB No. 108. SAB No0.108 provides guidance bow prior year misstatements should be taken
into consideration when qualifying misstatementscimrent years financial statements for purposes of
determining whether the current years’ financiatenents are materially misstated. SAB No. 108 jterm
companies to record the cumulative effect of ihidoption by recording the necessary “correcting”
adjustments to the carrying values of assets amilities as of the beginning of the 2006 year wiib
offsetting adjustments recorded to the openingrtaaof retained earnings. SAB No. 108 is effecfiue
fiscal years ending on or after November 15, 200 application of SAB No. 108 did not have an igtpa
on the Company’s consolidated balance sheets,nsats of operations or statements of shareholders’
equity for 2006, 2005 or 2004.
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AMEX CORPORATE GOVERNANCE

Exeter's common shares are listed on The AmeridackSExchange (“AMEX”). Section 110 of the AMEX
Company Guide permits AMEX to consider the lawsstoms and practices of foreign issuers in relaxiedain
AMEX listing criteria, and to grant exemptions froAMEX listing criteria based on these consideragioA
company seeking relief under these provisions ggiired to provide written certification from indemient local
counsel that the non-complying practice is not foiddd by home country law. A description of thgrsficant
ways in which the Company’s governance practicEsrdirom those followed by domestic companies parg to
AMEX standards is as follows:

Shareholder Meeting Quorum Requiremeiihe AMEX minimum quorum requirement for a sharedler meeting
is one-third of the outstanding shares of commonkstin addition, a company listed on AMEX is remui to state
its quorum requirement in its bylaws. The Compargt®rum requirement is set forth in its Memorandand
Articles. A quorum for a meeting of members of @@mpany is two persons who are, or who represeiprayy,
shareholders who, in the aggregate, hold at I€astfihe shares entitled to be voted at the meeting

Proxy Delivery and Annual Report RequiremeRMEX requires the solicitation of proxies and deliy of proxy
statements for all shareholder meetings, and regjtivat annual reports be published and submittdduanished to
shareholders. Proxies are required to be soligteduant to a proxy statement that conforms to $ERy rules
and delivery requirements. The Company is a “forgigvate issuer” as defined in Rule 3b-4 underEkehange
Act, and the equity securities of the Company areoadingly exempt from the proxy rules set forthSactions
14(a), 14(b), 14(c) and 14(f) of the Exchange Adie Company solicits proxies and delivers annupbits in
accordance with applicable rules and regulatior@anada.

The foregoing are consistent with the laws, custantspractices in Canada.

In addition, we may from time-to-time seek reliebrh AMEX corporate governance requirements on $igeci
transactions under Section 110 of the AMEX Comp@umyde by providing written certification from indepdent
local counsel that the non-complying practice is mihibited by our home country law, in which case shall
make the disclosure of such transactions availableur website at www.exeterresouce.com. Informatimntained
on our website is not part of this annual report.

CONVERSION TABLE

gt grams per tonne

0z ounce

1 tonne 1.102 tons

1 troy ounce 31.1035 grams

1 ounce/ton 34.2857 grams per tonne
1 gram/ton 0.029 oz/short ton

Km kilometre

square kilometre 247.1 acres

1 kilometre .62 miles

1 metre 3.28 feet
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