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3.0 SUMMARY

3.1 Property Description

Canasil Resources Inc. (“Canasil’) through it subsidiary Kinéanasil, S.A. de
C.V. owns the La Esperanza Project (“Esperanza”) which coberst 435 hectares in the
municipality of Chalchihuites, Zacatecas, Mexico. The Esperaowers a past producing
mine with epithermal silver-gold-base metal bearing veinegsyst Exploration work
conducted by Canasil has shown that mineralization continues aldrgatd dip from a
stoped production area in the Esperanza vein. A diamond drilling programesently
testing the Esperanza vein along strike and down dip from the area of past production.

The writer was retained by Canasil to examine thengethf the Esperanza to
gualify to prepare an independent technical report in the form relgoyeN| 43-101. A
field examination was conducted on Augut 2006 during which the historic Esperanza
mine site was examined and samples collected.

3.2 Property Location, Infrastructure and Access

The Esperanza Project is located 100km SSE of Durango Citytheedoundary
between the states of Durango and Zacatecas within the mumycipalChalchihuites,
Zacatecas. The project area can be reached from DurangaaKEederal highways 45 for
90km to the town of Vicente Gurrero and then on local paved road ndrhlikrough the
towns of Suchil, Durango and Chalchihuites to the town of Piedras Azble® 25km of
dirt and gravel road extends SW to the property. Some improvementsté@dyjgards are
needed before the road could be used for hauling direct shipping material.
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3.3 Property Ownership & Terms of Agreement

The Esperanza property, consisting of the La Esperanza, Aroplieai Esperanza
and Lety claims are owned by Mr. Antonio Ontiveros Correa, asaarminer. Canasil
holds an option agreement that calls for payment of US$150,000 over 3widars
payments of US$5,000 at 6 month intervals and a final payment of US$120,000 and
exploration expenditures of US$145,000 over 3 years (US$20,000 year 1; US$50,000 year
2; and US$75,000 year 3). The owner will retain a NSR of 1% iftise pf silver is over
US$7.00/0z or a 0.5% NSR if the price of silver is below US$7.00. Carasitompleted
all required payments and completed required exploration expenditureabamft
US$190,000 by the end of Phase 1.

3.4 Property Geology and Mineralization

The Esperanza Project is underlain by a sequence of Upper \toeamip (UVG),
mainly andesites, dacites, rhyodacites and rhyolites with #ee @ the Esperanza vein
mapped by Enriquez (2005) and presented as Figure 9.2.

Two Cenozoic regional compression and extensional events affbet&s$peranza
area and most of the Sierra Madre Occidental volcanic province. @entxtonics
provided ground preparation for the N35-40 W striking and 65 to 75 SW dipping La
Esperanza vein. Vein mineralization consists mainly of silveridesf galena and
sphalerite. Gangue minerals include pyrite, hematite, spdeulaarite and grey and white
varieties of quartz. The writer's check samples validate thsepice of significant silver
and gold mineralization in the Esperanza area and support previous Canasil sartple res

TABLE 3.1 Writer's Check Samples for Esperanza Proje  ct, Zacatecas
State, Mexico (060801).

SAMPLE | LOCATION | TYPE| WIDTH | ZINC | Lead % | AG g/tf COMMENTS
# UTM E/N %
97882 0600586E | Chip | 2.0m 0.36| 0.46 141 42 LIMY SED
2583575N
97883 0600517E | Dump | Select 0.45 2.48 1,117 43 W.
2583685N BARITIC V.
GREY QTZ
97884 0600494E | Dump | Grab 3.11 3.76 544| 44 15M
2583538N RANDOM
GRABS

3.5 Deposit Type & Exploration Concept

The La Esperanza hosts the la Esperanza vein, a low sulfidatiberepl base
and precious metal vein in Tertiary UVG andesites, rhyodao@shgyolites. The vein has
been previously mined with production estimated at about 70,000 tons was sbippuésl t
at Chalchihuites. Similar deposit type include Guanacevi MiningriEtisn NW Durango
State where a subsidiary of Endeavour Silver Corp. is mining high gsder
mineralization grading about 486 g/t Ag with byproduct gold grading ab@uj/t Au. The
La Parrilla, San Martin, Chalchihuites, and La Colorada areiledir sor gold-silver and
base metal operations within 50km of the La Esperanza.
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3.6 Status of Exploration Development and Operation s

Exploration by Canasil has consisted of prospecting, geologiggbingg and rock
sampling to locate sites for drill holes. After acquiring trepdtanza in 2005, Minera
Canasil started geological mapping, and rock sampling of veinsalé@tion zones. In
early August 2006 a 1,200 meter, Phase 1 diamond drilling program wateditCanasil
completed 8 holes totaling about 1,182 meters with result reportedofes ES-06-1
through ES-06-8. Significant drill results for Phase 1 drillingsamramarized in Tables 3.2.
The Phase 1 drill program has outlined a mineralized panel wittka length of over 150
meters and depth of 100 meters carrying high-grade silveralizagion (see Table 3.2).
Seven drill holes intersected the main La Esperanza vein @) five holes also
intersected a significant mineralized width of hanging wall vgivwV). The weighted
average grade of the seven mineralized intercepts in the LaaBzpevein is 330 g/t (9.62
oz/ton) silver, 0.93% (18.60 Ibs/ton) zinc and 1.57% (31.40 Ibs/ton) lead over ageavera
width of 4.21 meters.

TABLE 3.2 Significant Drill Results from Canasil NR 06-21 (061106)

La Esperanza Project — Phase 1 Diamond Drill Program
. . Grades
oranOr | pterval- Mefres | True Width I Siver Siver | Zinc Zinc | Lead | Lead
_ at oz/'ton %o Ibs/ton Yo |bs/ton
Diamond Drill Hole ES-06-02
Avg. LE 100.22 107.74 5.14 210 6.13 1.25 25.00 1.03 20.60
Inel. 101.68 107.74 3.46 249 7.25 1.48 29.60 1.22 24.20
And 101.68 10447 1.42 458 13.36 2.20 44.00 2.3 46.20
And 102.60 10375 0.66 615 17.94 3.37 67.40 212 42.40
_ Diamond Drill Hole ES-06-03
Avg. HW 78.90 B0.66 1.44 274 7.99 0.20 4.00 0.10 2.00
Incl. 78.90 79.74 0.6%9 449 13.10 0.20 4.00 0.09 1.80
Avg. LE 102.80 104.30 1.23 287 8.37 0.38 7.60 212 42.40
Diamond Drill Hole ES-06-04 _
Avg. HW 88.45 90.80 1.79 142 4.14 2.32 46.40 1.07 21.40
Avg. LE 116.83 127.25 7.52 388 11.32 1.36 27.20 1.35 27.00
Incl. 118.92 121.58 2.09 6534 18.49 1.56 29.00 1.45 29.00
And 124.47 127.25 242 583 17.30 0.35 7.00 1.09 21.80
Diamond Drill Hole ES-06-05
Avg. HW 118.46 11%.88 1.12 4T 13.74 341 62.20 6.04 120.80
Avg. LE 147.82 160,92 10.30 396 11.55 0.71 14.20 1.96 39.20
Incl. 147.62 152.03 3.31 746 21.76 0.57 11.40 2.20 44.00
And 148.22 150,15 1.52 1,360 39.87 0.38 7.60 3.40 68.00
And 148.22 149147 0.75 2,144 62.53 0.29 5.80 3.20 64.00
Incl. 154.35 15%.10 273 389 11.35 0.97 19.40 3.30 66.00
Diamond Drill Hole ES-06-06
Avg. HW 116.23 118.15 1.35 160 4.67 1.18 23.60 1.40 28.00
Avg. LE 130.35 130,76 0.29 192 5.60 0.60 12.00 0.51 10.20
Diamond Drill Hole ES-06-07
Avg. HW 15268 154.65 1.65 551 16.07 0.42 8.40 1.47 29.40
Includes 15268 153.60 0.77 945 27.56 0.35 7.00 1.95 39.00
Avg. LE 160.02 162.40 1.99 272 7.93 0.34 6.80 0.24 4.80
Diamond Drill Hole ES-06-08
Avg. LE 183.85 196.40 4.69 115 3.35 1.02 20.40 1.30 26.00
Includes 183.85 15%.30 2.04 122 3.56 0.96 19.20 1.66 33.20
And 19263 196.40 1.41 168 4.90 1.04 20.80 1.57 31.40
Average width and grades HW 1.53 324 9.45 1.37 27.40 1.80 36.00
Average width and grades LE 4.21 330 9.62 0.93 18.60 1.57 31.40
* g/t fgrams per metiic tonne) is comvartad to ozton (ounces per short ton) By a comvearsion factor of 4. 2856
** % zinc and % lead is converted fo lbsdon (pounds per short ton) using a conversion factor of 20 1bs par 1%
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3.7 Conclusions and Recommendations

Previous exploration and development and the initial sampling anchglridly
Canasil have defined extensions along strike and dip of a previousgd mineralized
vein system on the Esperanza Property. The widths and grades observed in tiedflase
program indicate a strongly mineralized system, which is opeiy aloike and dip. Based
on the success of the initial 1182 meter drilling program (NR 0611G&)dimg continuity
and good grade along strike and dip from the old Esperanza mine, a 2%)a3&00
meters drilling program for testing along vein strike and dip fandesource definition is
recommend. A Phase 2B resource estimate and preliminarg@aesgqscoping study) is
recommended after completion of Phase 2 drilling. Phase 3, a 3,000 praggesm of
further resource definition drilling is contingent on Phase 2 success.

The Phase 2 programs are estimated to cost US$500,000. Phase 2A, 2,500m drilling
program and Phase 2B, resource estimate and scoping study, iarateestto cost
US$450,000 and US$50,000, respectively.

3.8 Opinion of Merit

In the writer’s opinion, the character of the property is of eigffit merit to justify
the recommended Phase 2 programs and the programs represerttsadnieomvestment
by Canasil. The writer believes that the Phase 1 program hasenifSuccess to justify
the Phase 2A drilling program and the Phase 2A drilling willltes current resource
estimate and preliminary assessment (Phase 2B).

4.0 INTRODUCTION AND TERMS OF REFERENCE

4.1 Terms of Reference and Purpose

This Technical Report, requested by Canasil Resources Inc.5iJaisao propose
exploration to further define mineralization on the La EsperanzeerSiProperty
(“Esperanza”) in Zacatecas State, Mexico. The report has fregared in compliance
with the requirements of National Instrument 43-101 and Form 43-101F1jsafwul
supporting documentation to be filed with the relevant secudtiesnissions and the TSX
Venture Exchange.

4.2 Source of Information and Data

The majority of the information for this report comes from regpand documents
listed under the References and Sources of Information sectitiisafeport. Data was
collected mainly by employees of Canasil with some dateedaell by Consejo de
Recursos Minerales (CRM) personnel. The writer believesGhatsil used competent
personnel for fieldwork and sampling and certified laboratories afwalytical work.
Historic analytical results were obtained from Mexican latooies and reporting of
analytical procedures is generally not to NI 43-101 standards.

The writer personally examined the geological setting of §peEanza Project area
on August 1, 2006 and reviewed the geological setting with Canasil exploratiorager
Erme Enriquez. The writer has made several other propertyiex@ons in the states of
Sinaloa, Durango and Zacatecas and participated in tours of thdssan, Tayoltita and
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Basis Mines that provided the writer insights into geological structural controls of
mineralization in the region. The writer collected independentkcisamples to verify
mineralization on the Esperanza property.

The writer has relied on final Phase 1 report on Phase 1 ekillts by Erme
Enriquez (2006).

4.3 Field Involvement of the Qualified Person (Auth  or)

The author of this report spent August 2006 traveling from city of Durango to
the Esperanza Property and a 4 hour property examination with ge®ogistEnriquez.
The writer has examined a number of properties in Durango, SinadoZazatecas states,
Mexico for several TSX and TSX venture companies.

5.0 RELIANCE ON OTHER EXPERTS

The writer is required by NI 43-101 to include description of the prppie and
terms of legal agreements that are presented in the follaseictipns. The writer reviewed
property agreements and title documents provided by Canasil in twd@rovide
summaries of title and ownership. Property agreements anddtidements are legal
matters and should be reviewed by Canasil’s legal counsel. In deXam locations are
established by a registered Mexican mineral claim surveyat his plan should be
equivalent to a legal survey of the claim area. However, knowi@gxact location of a
concession does not guarantee clear title.

6.0 PROPERTY DESCRIPTION AND LOCATION
(Figures 6.1 & 6.2)

6.1 Property Area (Figures 6.1, 6.2 & 6.3; Table 6. 1)

The Esperanza Property, consisting of 3 exploration concessions coabong
435 hectares (Table 6.1; Figure 6.3) is situated in the Chalchihuitéeg\District as
shown in Figures 6.1 to 6.3.

6.2 Property Location (Figures 6.1, 6.2 & 6.3)

The Esperanza Project is located 100km SSE of Durango Citytheedoundary
between the states of Durango and Zacatecas within the mumycipalChalchihuites,
Zacatecas. The Esperanza Property is centered near UTMirmaies 600,557E and
2,583,124N in 1:250,000 map sheet Zacatecas F13-6 (Figures 6.1 and 6.2). The &speranz
Project is in the Sierra Madre Occidental Physiographic Prevbetween the Mesa
Central Physiographic Province to the east and the Coastal Plain to the west.

6.3 Description of Claims (Fig. 6.3 & Table 6.1)

The Esperanza property, consisting of 3 claims or exploration cocss La
Esperanza, Amplication La Esperanza, and Lety covers about 435 ha Katatecas
State, Tepehuanes and Guanacevi Municipalities, State of Durdhgaco. Claim
locations are shown on Figure 6.2 with claim data summarized in Table 6.1.
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Figure 6.3 Claim Plan for Esperanza Project, Zacatec as State, Mexico.

PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006 10



CANASIL RESOURCES INC. LA ESPERANZA PROJECT, ZACATECAS SITA

Table 6.1 Pertinent Claim Data for La Esperanza Pro ject.

Name Claim # Hectareg Municipalit Owner
La Esperanza 209168 98.00( Chalchihuites  Antonio Ontiveros Corfea
Ampliacion La| 209190 237.000 ‘ :
Esperanza
Lety 093/27509| 100.000 : )
6.4 Claim Title

The writer has examined documents that suggest that Canasilahotggion from the
owner of the Esperanza Property to acquire 100% interest in therfyrgubject to a net
smelter royalty of 1% when silver is over $7.00US an ounce and 0.5% silker is under
$7.00US an ounce. The option agreement requires payments totaling $150,000 eaes 3 y
(six bi-annual payments of US$5,000 and US$120,000 on the third anniversary iate) w
yearly exploration expenditures over the same period of US$145,000 (U£$2D,000, Year
2 US$50,000 and Year 3 US$75,000). The exploration expenditure has been saitisfted w
completion of the Phase 1 drilling program.

Ownership and agreements on the Esperanza property are legaisnzeitl a title
opinion should be maintained by Canasil’s legal counsel.

6.5 Legal Survey

Mexican mining law requires a mineral claim be established bggistered Mexican
Mineral Claim Surveyor. Canasil compiled a plan of the Esperanaperty concessions
(Figure 6.2) from the registered surveyor’s plots. Monuments wbserved in the field
establish claim locations but no attempt was made to evaluaegtiditle to claims shown on
Figure 6.2.

6.6 Environmental Liabilities

The writer is not aware of any environmental liabilitiesated to the La Esperanza
project area. The veins are characteristically low sulphidatidreaid mine waters should not
be a serous problem. Two small dumps on the property are estitmatedtain about 10,000
tons of material which could be sorted for processing if the operation progresses.

6.7 Workings on the Property

A number of small shafts pits and tunnels have been constructedtadigperanza
vein system. The Esperanza vein is shown on the geological anabtiillans (Figures 9.2 &
13.1) with some of the surface workings and dumps. The approximatehochtprevious
stoped areas is shown in longitudinal sections (Figures 13.2 & 13.3).

PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006 11



CANASIL RESOURCES INC. LA ESPERANZA PROJECT, ZACATECAS SITA

7.0 ACCESSIBILITY, LOCAL RESOURCES, CLIMATE, AND
PHYSIOGRAPHY

7.1 Access to the Property and Proximity to Populat  ion Center(s)

The Esperanza Project is located 100km SSE of Durango City near the boundary
between the states of Durango and Zacatecas within the municipality of Gba&hiThe
project area can be reached from Durango City via Federal highways 45 fot®Otertown
of Vicente Gurrero and then on local paved road number 11 through the towns of Suchil,
Durango and Chalchihuites to the town of Piedras Azule where 25km of dirt and gravel road
extends SW to the property. Some improvements and cattle guards are neecdethbéetad
could be used for hauling direct shipping material.

7.2 Topography, Elevation and Vegetation

The Esperanza project is located in the Sierra Madre Occidehyaiographic sub-
province between the Mesa Central Province (Central Plateau Repaimd the Coastal Plain.
The Esperanza area is mountainous with elevations averaging ab60m2.2nd property
relief of 200m.

Esperanza is located in an area with scrub pine and oak trees and various bushes, shrubs
and cactus in canyon areas. Natural grass meadows are usazktoatle and other livestock.
Climate in the region is semi-arid with a rainy season from July through Nowvembe

Wild fauna is not abundant but wild turkeys and several other varétigeds, rabbits,
coyote, lizards, white tail deer, and rattlesnakes are seen.

7.3 Relevant Climate and Length of Operating Season

The climate in the region is characterized by moderatpdeatures during the summer
months with cooler temperatures in the winter months producing seemng and snow from
December through February. The area is semi-arid with mamitemperatures of about 30°C
during the summer season. The rainy season extends from June thepighmisr with
occasional rain and cooler temperatures in December and Januaryavétsge annual
precipitation is about 200 mm but during wet years rainfall reaches 800 mm.

7.4 Availability of Surface Rights, Power, Water an d Mining
Personnel

Surface rights are owned by local ranchers and their pgomniss needed to conduct
physical work. Roads should be planned to assist locals with acogsgated and/or cattle
guarded as necessary.

Drilling companies and mining contractors are available in yoa@acatecas and
Fresnillo and other areas of Mexico. The Esperanza areadsarsgrazing cattle but many of
the ranchers and hands would quickly switch to better paying jobs at a local mine.

Mining personnel have been trained to work at local mines nedchihates, Zacatecas, San
Martin, Fresnillo and La Parrilla.

Local power lines service ranches in the area. Sufficiergrviat exploration purposes

can be obtained from small creeks that drain local mountains.
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7.5 Potential Areas for Tailings Disposal, Heap Lea ch Pads and Plant
Sites

A number of meadows provide flat or basin areas for tailings disposl plant sites.
Land is relatively inexpensive and sufficient areas could be psechfor all mining needs.
Another possibility is sorting and upgrading grade of mineratingor direct shipping to one
of the many active mills in the area.

8.0 HISTORY

The Esperanza vein was probably discovered by the Spanish and minaitltarsnage
of high grade from surfaces exposures. In the mid-1950s the mine cgqased by Mr.
Alfonso Mazatan, who explored the deposit till the mid-1960s. He devktbpee levels and a
90 meter shaft. Although no maps or plans could be found for the propertyzehef $he
dumps and workings suggest that about 70,000 tonnes of mineralized madsriextwacted
from the mine workings. Direct shipping ore, which was probably lsmtéd, was sent to
Penoles for processing.

In 1999 the property was acquired by Mr. Antonio Ontiveros and about 365 tonnes
hauled to the Velardena plant for processing. In October 2005, Canasil agth@imiting a
letter of agreement providing Minera Canasil with an option tguiae the La Esperanza
silver-lead-zinc property from Mr. Ontiveros.

8.1 Historic Resources and Reserves

No records of past production or plans of working could be found and no historic
resources reports were available to the writer. It is rumtiradthe mine closed because of
caving that probably resulted from over zealous removal of high gmapleort pillars. The
dumps suggest that mine was still in well mineralized material at closure

PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006 13
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9.0 GEOLOGICAL SETTING

9.1 Regional Geological Setting (Fig. 9.1)

The general geology of Zacatecas State, Mexico has bequiledrny the Consejo de
Recoursos Minerales (J. Lopez Avila et al., 1991). ZacatecasiStateered by approximately
40% Upper Volcanic Group rocks of middle Oligocene to Miocene (16 to 33nnaae. The
Tertiary volcanic rocks consist of a sequence of ignimbriteglitag, rhyodacites, partially
welded tuffs and calcic latites. The middle Tertiary volcaegugnce is cut by basaltic dikes.
The Tertiary volcanic cover is nearly continuous in the SW pattiettate in the area of the
Esperanza project and decreases to the NE.

9.2 Property and Local Geology (Fig. 9.2)

The property geology of the Esperanza project area has been mapgediquez
(2006b). Enriquez states that, “The lower unit in the area is chamstt by a series of
porphyritic andesite flows, grey to green in color, with phenocrysts of plageand feldspars
in a groundmass composed of ferromagnesian minerals and feldspaeséndesite flows
occur as tongues intercalated with rhyolite tuff. Overlyinguhie containing andesitic flows is
a light cream to buff colored unit composed of crystal-lithic wetlidig/olite tuff. In the area of
the mine, the package of rocks is generally tilted 30 SW.

No major faults are seen at surface, but the strong NNW Lardfsze vein system
appears to be terminated at its NNW and SSE ends. The teomimgatprobably caused by
faulting since wide and strong vein zones like La Esperanza ggneask strike lengths of a
few kilometers.

9.3 Structural Geology

The main structural features of the Esperanza Projeciaageaf Cenozoic age and are
related to two regional compressional and extensional eventsffiheted most of the Sierra
Madre Occidental volcanic province. .The structural events resaltbé NNW-SSE trending
structure that hosts the La Esperanza vein.
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Figure 9.1 Generalized Geology, Zacatecas State, Mex
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Fig. 9.2 Generalized Geologic Map of La Esperanza Pro
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10.0 DEPOSIT TYPES

10.1 Mineral Deposit Type/Model for the Property

Vein type mineral deposits in volcanic rocks of the Sierra M&@treidental are of the low to
moderate sulphidation epithermal type. Mineralization generaltyrs in zoned patterns and
within a productive interval. Mineralized epithermal precious megals in the Sierra Madre
generally contain better grade mineralization over 30% to 40%eofgtrike length with “ore
shoots” occurring at vein junctions, vein flexures and structuraltiail zones. Careful
mapping and sampling should define priority drill targets for tlngabetter mineralized
shoots.

The La Esperanza hosts the la Esperanza vein, a low sulfidaitberenal base and
precious metal vein in Tertiary UVG andesites, rhyodacies layalites. The vein has been
previously mined with production estimated at about 70,000 tons was shippedstatmi
Chalchihuites. Similar deposit type include Guanacevi Mining bisin NW Durango State
where a subsidiary of Endeavour Silver Corp. is mining high grader giteeralization
grading about 486 g/t Ag with byproduct gold grading about 1.2 g/t Au. THeatrdlla, San
Martin, Chalchihuites, and La Colorada are all silver or gold-sdwel base metal operations
within 50km of the La Esperanza.

10.2 Geological Concepts Used For Exploration of th e Property

The concept for exploration of precious metal veins in the Sieadrd/is similar for
most districts with mineralization generally in a temperasamsitive zone that has 300 to 500
meters of vertical extent and larger lateral extend. Theralination occurs in ore shoots that
generally accounts for 30% to 40% of the vein area within the pigdusvelope. Location
of the productive “ore shoots” requires understanding of the geologyhejemtry and
temperature of formation of the veins.

11.0 MINERALIZATION

11.1 Mineralized Zones Encountered on the Property

Cenozoic tectonics provided ground preparation for the N35-40 W strikin@=anio
75 SW dipping La Esperanza vein. Vein mineralization consists mailgilver sulfides,
galena and sphalerite. Gangue minerals include pyrite, hepsigeularite, barite and grey
and white varieties of quartz. The writer's samples valitlepresence of significant silver
and gold mineralization in the Esperanza area and verify previous Canasil sesufike

PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006 17
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Figure 10.1 Schematic cross section showing model f or low-intermediate
sulfidation epithermal mineral deposits in Sierra M adre
(from Enriquez, 2006b)
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12.0 EXPLORATION BY THE ISSUER

Exploration conducted by Canasil on the Esperanza consists ol midpping,
prospecting and sampling to define the Esperanza vein system arvedtedrity Phase 1 drill
targets. The Phase 1 drill program conducted between the earlyt®@0§b6sand the middle of
October 2006 consisted of 8 NQ diamond drill holes totaling 1182.35 metarsobd drill
hole information is summarized in Tables 13.1 and 13.2 with drill holeidosashown on
Figure 13.1 and pierce points shown in section on Figures 13.2 and 13.B0Bsilare shown
in section on Figures 13.4 to 13.8.

13.0 DRILLING

The writer is not aware of any previous drilling in the Espegiaarea prior to the Phase
1 by Canasil. The initial drilling program by Canasil, consgtdf 8 holes totaling about
1182.45 meters, is summarized in Tables 13.1 and 13.2 with holes locatedien1&d. and
pierce points shown in longitudinal section on Figures 13.2 and 13.3 and sesnitsarized
on sections 13.4 to 13.8. An assay intervals table, for drill holes ES-06eDE%-06-04
(Canasil NR-06-18), is appended as Table Al to show how assays mtearsl within
reported mineralized intervals.

Drill hole ES-06-01 intersected a stoped section of La Esperasiraand only
provides information about the extent of previous mining. Holes ES-06-2 thEeb¢6-08 all
contained significant widths of mineralized material with wéés summarized in Tables 13.1
and 13.2 and in sections presented as Figures 13.2 through 13.8. DrillSa6& 05, located
approximately 50 meters below ES-06-04 (Figure 13.4) intersected 18t#@snrom 147.82
to 160.92m grading 396 g/t silver and 0.71% zinc and 1.96% lead which confirmed the
continuity of strong silver-lead-zinc mineralization at depth arghessts that the zone width
increases at depth. A high-grade, 0.95m intercept within the mineralized zone of Ha8e0BS
returned assays of 2,144qg/t silver, 0.29% zinc, and 3.20% lead.

The Phase 1 drill program has outlined a mineralized panel gitlika length of over
150 meters and depth of 100 meters carrying high-grade silver hragoa (see Tables 13.1
and 13.2). Seven drill holes intersected the main La Esperanza #irard five holes also
intersected a significant mineralized width of hanging waith \BIW). The weighted average
grade of the seven mineralization intersected in the La Espereein is 330 g/t (9.62 oz/ton)
silver, 0.93% (18.60 Ibs/ton) zinc and 1.57% (31.40 Ibs/ton) lead over an avediig®f.21
meters.
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Figure 13.1 Phase 1 Drill Holes in black and propos  ed Phase 2 Drill Stations in green (from Enriquez 20  06b)
PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006 20
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Figure 13.2 Longitudinal Section with pierce points in the Esperanza vein of completed (blue and red) a
proposed drill holes (green) (From Enriquez, 2006b)
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Figure 13.3 Longitudinal Section with pierce points in the Esperanza Hanging Wall vein
of completed (blue and red) and proposed drill hole s (green) (From Enriquez, 2006b)
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TABLE 13.1 Significant Drill Results from CanasilN R 06-21 (061106)

PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006
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Figure 13.4 Section for drill holes ES-06-01 & ES-0  6-02.
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Figure 13.5 Section through drill holes ES-06-03 an  d ES-06-08
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Figure 13.6 Section through drill holes ES-06-04 &  ES-06-05.
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Figure 13.7 Section through drill hole ES-06-06.
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Figure 13.8 Section through drill hole ES-06-07
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b

HOLE UTM COORDINATES [ ELEV. [BEARING| INCL | INT. TOTAL INTERCEPT (m) TRUE SAMPLE Au_ | Ag Cu Pb Zn
No E N (m) ) () | ANGLE |DEPTH (m)| FROM [ TO (m) |WIDTH (m) | NUMBER glt % % %
600,534] 2,583,521 2,42¢€ | N60°E [ -85 35 131.0¢
Total Vein| 98.80 [ 107.74] 8.94 6.11 5011-502f 0.03 177 | 0.03]| 0.88] 1.09
ES-06-02 La Esperanza veirl 101.68 | 107.74] 6.06 3.46 5017-5026 0.03 | 249 003| 1.22| 1.48
Includes| 101.68 | 104.17] 2.49 1.42 5018-502L 0.04 | 458 | 0.06| 2.31 2.20
and[ 102.60 | 103.75 1.15 0.66 5019-502D 0.01 [ 615 | 0.05| 212 3.37
600,504] 2,583,543 2426 | N3g°cE | 83 [ 55 | 11247
e Hangingwall vein 78.90 | 80.66| 1.76 1.44 5035-503p 0.05 274 | 0.008] 0.09q 0.19
Best grade interval 78.90 | 79.74] o0.84 0.69 5035 | 0.05 | 449 | 0.008] 0.094 0.20%
La Esperanza Vein 102.80 [ 104.30] 1.50 1.23 5046-504B 0.07 287 011] 2.12| 0.38
600,464] 2,583,614 2,42¢ | N35°E | -60 | 50 | 141.4:
Hangingwall vein| 88.45 | 90.80| 2.35 1.79 5050-5058 0.09 142 007| 1.07] 232
ES-06-04 La Esperanza Veir| 116.83 | 127.25 9.86 7.52 5058-507 _0.22 388 009 1.35] 1.36
Includes[ 118.92 | 121.5§ 2.66 2.03 5061-5066 0.24 | 634 | 0.10| 1.45| 156
And| 124.47| 127.25] 2.78 2.12 5071-507 0.07 | 593 | 0.04| 1.09[ 0.35
600,464] 2,583,614 2426 | N35°E | -75 | 52 | 176.7¢
Hangingwall vein| 118.46 | 119.88 1.42 1.12 5083-508p 0.03 471 0.22 6.04 3.11
s La Esperanza Veir] 147.82 | 160.92] 13.1 10.30 5116-5131 0.04 | 396 | 0.04| 1.96] 0.71
Includes[ 147.82 | 152.03] 4.21 3.31 5116-512D 0.04 [ 746 | 0.05| 2.20[ 057
And[ 154.35| 159.10] 4.75 2.73 5124-511B 0.02 | 389 | 0.03| 3.30| 0.97
Stockwork| 119.88 | 147.82] 27.94 27.94 5086-5115 0.06 17 001| 0.67] 025
600,463 2,583,553 2,42¢ | N10°E | -65 | 45 | 156.9
Hangingwall vein{ 116.23 | 118.15 1.92 1.35 5135-513F 0.02 160 002 1.40| 1.18
ES-06-06 Includes[ 116.23 | 117.20] 0.97 0.68 5135 | 0.02 | 232 | 0.02] 0.28] 0.32
La Esperanza Veir] 130.35 | 130.76( 0.41 0.29 5151 | 0.05 192 002] 051] 0.60
Stockwork| 118.15 | 130.35 12.2( 8.59 5137-5150 0.05 17 001| o0.22] 032
600,506] 2,583,534 2,42¢ 9¢ | 57 | 1737
Hangingwall vein| 152.68 | 154.65 1.97 1.65 5163-5165 0.27 551 005 1.47| 042
ES-06-07 Includes| 152.68 | 153.60] 0.92 0.77 5163-516¢ 0.48 | 945 | 0.07| 1.95| 0.35
La Esperanza Veir] 160.02 | 162.40 2.38 1.99 5174-5176 0.02 272 001]| 0.24] 034
Stockwork between veing 154.65 | 160.02] 5.37 4.49 5166-517[L 0.02 29 0.01 0.13 0.23
600,504 2,583,538 2,42f o | -90 | 22 ] 2153
La Esperanza veirf 183.85 | 196.40] 12.59 4.69 5188-5204 0.30 115 006 1.30] 1.02
ES-06-08 Includes| 183.85 | 189.30] 5.45 2.04 5188-519% 0.28 122 | 0.04]| 1.66] 0.96
and[ 192.63| 196.40] 3.77 1.41 5199-5204 0.08 168 | 0.09]| 1.57] 1.04
Stockwork| 199.13 | 205.97] 6.84 2.56 5208-52111 0.01 7 001| 0.04] 025

Table 13.2 Summary of Phase 1 Drill Holes at the La
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14.0 SAMPLE PREPARATION, ANALYSES AND SECURITY

14.1 Sampling Personnel and Security

Esperanza sampling data is from samples collected by Capasionnel and
consultants. The writer has worked with a number of the geologiatshawve worked for
Canasil and found them to be capable professional geologists andeesgirtee writer has no
reason to doubt the Canasil results. Reporting and description of sampigpds are
conducted to standards recommended by the CIM and required by NI 43-101.

Sampling and geological mapping, conducted by Canasil, was eterny Erme
Enriquez (2005, 2006b), a geologist with extensive experience mapping ahdhtien
epithermal Au-Ag vein deposits in the volcanic field of the Sibtesire. Samples are secured
on site and mineralized vein material is split with a diamond wétv half of the material
submitted to SGS prep laboratory in Durango, Durango for preparatidnassay and the
remainder of the core secured in Canasil’s Durango storatyfaA split of rejected pulp is
shipped by courier service directly to referee laboratory ALS-Chemieimosillo.

Core is generally picked-up from the drill by Canasil emplsyaed delivered to a
secure core facility in Durango.

14.2 Sample Preparation and Analytical Procedures

Canasil reports on the Esperanza Assay sheets indicate thaarizspanalyses were
completed by both ALS Chemex Laboratories in Vancouver, British Coturabd SGS
Laboratory in Durango, Mexico with both laboratories meeting IS@D0 certification
requirements. The writer and Canasil follow recommended standardstlined by the CIM
best practice guidelines. The writer's samples were sgdar@lastic sacks and returned to
SGS Laboratory in Durango for gold and silver assay (30 gramstefriad) and analyzed for
copper, lead and zinc.

ALS Chemex analyzed gold by AA23 a code for 30 gram fireayastart and
gravimetric finish and 35 element ICP analysis (ME-ICP-41).

15.0 DATA VERIFICATION

15.1 Quality Control and Data Verification

The writer conducted a-field examination of the Esperanza Propaertjugust ¥,
2006. The field examinations included examination of the surface amdasaés of the
Esperanza underground workings After a review of the files onptbperty in Canasil's
Durango office, the writer was of the opinion that the Esperaemastructures represented a
cost effective Au-Ag exploration target for development of dirglaipping mineralized
material or sufficient mineralized material for a stand aloperation. The writer reviewed
Canasil’'s sample locations in the field and found that sample mamilsze well marked with
pained numbers or tags. Sample data is tabulated with samptebeddy number, UTM
GPS location, type, width and geological notes. Maps containing sagsplésrwere reviewed
by the writer. Duplicates, blanks and internal standards are used least the extent
recommended by CIM best practices. The writer believesGhaasil meets its objective of
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ensuring that data is of the highest quality and that all datboskst meets or exceeds CIM
Best Practice Guidelines and NI 43-101 standards of disclosure.

15.2 Verification of Sampling and Analytical Data b  y Author (Figures
9.2 & 13.1; Tablel15.1)

The writer toured the Esperanza property with Canasil’'s exmorabhanager Erme
Enriquez on August 1st, 2006 and collected three surface samples fré&spir@anza project
area. The samples are from the Esperanza vein systems and gsbpppresence of the
significant grades obtained by Canasil geologists. The writaiaples and locations are
summarized in Table 15.1. The writer's samples were submittedG® [Saboratories in
Durango City for preparation and assay for gold and silver byafisay start with an atomic
absorption finish (“FA-AA”) on a 30 gram split from the prepared gamCopper, lead and
zinc were determined by digestion of a 1.0 gram split in aqua regia and angalggis b

Table 15.1 Writer's Check Samples from the Esperanza  Property.(060801).

SAMPLE | LOCATION | TYPE| WIDTH | ZINC | Lead | AG g/t | COMMENTS
# UTM E/N % %

97882 0600586E | Chip | 2.0m 0.36] 0.46 141 42 LIMY SED
2583575N

97883 0600517E | Dump | Select 0.45 2.48 1,117 43 W. BARITIC
2583685N V. GREY QTZ

97884 0600494E | Dump | Grab 3.11 3.76 544 44 15M
2583538N RANDOM GRABS

PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006 31



CANASIL RESOURCES INC. LA ESPERANZA PROJECT, ZACATECAS SITEA

Drilled core from project

I

Core transported to the
Coreshack in Durango

U

Drill Core Sample

1

Storing half of the Splittin g by
- Sawing
original sample

Packing and
Tagging-ship to Lab 1

I

Drying at 70C

I

Jaw crushing

Storing coarse Subsampling by
reject Riffle splitting

I

Storing pulp — Pulverizing the split
ship to Lab 2 subsample

iy

{ Testin Lab 2 (150 Q) } Test sample (100 — 150 g)

Figure 15.1 Flow chart of sample preparation for La Esperanza drill core
samples (Enriquez, 2006)
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16.0 ADJACENT PROPERTIES®

16.1 Relevant Data on Adjacent Properties

Canasil holds several vein type prospects in the Sierra Madaide€dtal of Mexico (Figure
6.2) with exploration of the Sandra, Esperanza and Colibri projectarpcefor an initial drilling
phase and the San Francisco, Los Azules and Salamandra requirimmnatdiill target definition
and at Tres Marias/Cebollas, Canasil has completed phasdirdigdrilThe San Francisco, Sandra,
Los Azules, Colibri, Tres Marias/Cebollas and Esperanza havetyeen characteristic and are
situated in similar geologic, tectonic and physiographic enviesngn Salamandra is an intrusive
contact type environment with potential for replacement or skarnpigmous metal enhanced base
metal deposits. Experience gained by Canasil in exploring othevgyeally similar areas will assist
with evaluation of the La Esperanza project area.

The Bacis Mine, owned by Bacis and the Tyoltita Mine owned.udggmin are significant
gold and silver vein mines located about 100 km and 130 km north of the EspPBrajeet,
respectively. The nearby locations of Fist Majestic Resout@$arilla Mine (Ag, Zn, PB), Pan
American Silver’'s La Colorada Mine (Au-Ag) and Grupo Mexicog Martin Mine (Ag, Cu, PB,
Zn) are shown on Figure 6.1. The presence of these deposits ad otlimasigmines and deposits
(Figure 6.2) indicates that the Esperanza project aretustesi in a highly prospect sector of the
Sierra Madre Occidental.

17.0 MINERAL PROCESSING & METALLURGICAL TESTING

17.1 Mineral Processing and Metallurgical Testing

Canasil has not conducted metallurgical testing on vein material from theEzgpe
La Esperanza vein has been exploited for direct shipping minei@izaahich suggests that vein
mineralogy is compatible with a number of small mills that have operated irethe a

18.0 MINERAL RESOURCE & MINERAL RESERVE ESTIMATES

18.1 Mineral Resource Estimates (Figure 18.1)

At the present time the Esperanza propettes not contain demonstrated mineral
reserves or resources with current resource estimate3he drilling programs being conducted
should define mineralization necessary for current resource adéeinthat can be used for a
preliminary assessment of the Esperanza project.

The potential for developing resources has been discussed by Enf2f@&b) who stated
that, “It is estimated that more than half of the exploited orestaretstill insitu. This observation is
based on the textures of the vein that can be found in the dumps...” Theatibseby Enriquez
suggests that the mineralized shoot extends for 250 to 300m and thd degubai suggests a dip
potential is from 200 to 400m. The mineralized intercepts are bet®emrd 8 meters with an
average width between 4 and 5 meters. The grade appears to beainggef 300 to 400 g/t silver
and 2.0 to 5.0% combined lead and zinc. Using a specific gravity figure of 2.6 (En&§0éb) and
maximum dimensions of 300m by 400m by 5m results in an exploratiget @ir 1,560,000 tonnes.
Using minimum dimensions of 250m by 200m by 4m yields an exploration target of 520,000 tonnes.
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19.0 OTHER RELEVANT DATA AND INFORMATION

The writer is not aware of any data not included in this report that would make the repor

misleading or would influence the writer’s opinion that the property warrante¢benmended
Phase 2 drilling program. In the writer’s opinion, the Phase 2 program islankidet investment
for Canasil and results from the initial drilling provide justification for treeremended Phase 2
drilling program.

Bulk density measurements have been started by Canasil using the Caliper m&thbddle
by Lipton (2001). Only core from hole ES-06-08 was. The results of 12 measurensestiewan in
Table 19.1 below. Additional bulk density measurements are required to provide datarfena c
resource estimate following Phase 2 drilling.

Sufficient data has been accumulated from Phase 1 drilling to start talgaramparisons
between SGS and Chemex. A tabulation of the Pase 1 drilling results by Enriquenedaape
Table A2. The tabulation shows that SGS assay values for silver are consisteatlgnd for the
La Esperanza vein, SGS values are about 12% lower than Chemex values. A possib&ierpl
might be a more complete digestion being obtained by Chemex. All data reported by &aha
included in this report has been based on the lower values reported by SGS, and ig therefor
conservative presentation of the results.

The variation in assay results should be further evaluated during the Phase 2 program
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Table 19.1 La Esperanza Project, Dry Bulk Density De

Enriquez, 2006b)

terminations (from

Minera Canasil S.A. de C.V.

La Esperanza Project, Zacatecas
Dry Bulk Density Determination

Table 6

DDD ES-06-08

La Esperanza Vein

3.1416

Average

Depth (m)

ICore Dia.(cm)

Core Dia.(cm)

Core
| ength (cm)

V*(cm”)

Ms “(9)

o (g/cm”)

Litho

175.75

5.02
5.02
5.02

5.02

9.251

182.95

458.80

2.51

vein

176.78

5.03
5.03
5.03

5.03

9.094

180.40

448.00

2.48

vein

178.00

5.02
5.01
5.02

5.02

11.579

229.02

588.60

2.57

vein

179.00

5.02
5.02
5.03

5.02

11.586

229.47

616.50

2.69

vein

180.00

5.03
5.04
5.04

5.03

12.256

243.93

653.20

2.68

vein

186.00

5.04
5.03
5.04

5.04

9.738

193.89

500.90

2.58

vein

187.00

5.03
5.03
5.03

5.03

11.356

225.63

611.70

2.71

vein

188.00

5.04
5.04
5.04

5.04

10.048

200.57

533.10

2.66

vein

189.25

5.03
5.03
5.03

5.03

9.993

198.76

510.90

2.57

vein

191.00

5.03
5.04
5.03

5.03

11.524

229.24

587.80

2.56

vein

191.95

5.03
5.02
5.02

5.02

10.007

198.35

503.70

2.54

vein

193.00

5.02
5.02
5.03

5.03

11.0

218.53

571.00

2.61

vein

196.00

5.08
5.07
5.08

5.08

12.053

243.88

618.40

2.54

vein

198.00

5.08
5.08
5.08

5.08

11.395

230.96

605.70

2.62

vein

Average 2.59
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20.0 INTERPRETATION AND CONCLUSIONS

20.1 Conclusions and Recommendations

The Esperanza Project area is situated in a geological etethiteenvironment that hosts
numerous epithermal precious and base metal vein deposits. Previoloprevd and the initial
sampling programs by Canasil have defined priority drilssitetest the Esperanza vein along strike
and dip from previous workings. The initial results suggest that Phdsking is required to define
current resources necessary for a preliminary assessment of the project

21.0 WORK RECOMMENDATIONS
21.1 Summary Recommendation of Two Phases of Work

21.2 Recommendation of Phase One Work

The writer also recommended a US$150,000 Phasel 1,200-meter diamond girdimpto
explore extensions from previous mining on the La Esperanza veirmsyBhe actual Phase 1
program consisted of 8 holes totaling 1182.45 meters and the actual Pbhasiget is not yet
finalized but estimated at about $190,000 Table 21.1.

21.3 Recommendation of Phase Two Work

A Phase 2 should be divided into Phase 2A, 2,500-meter drill programyrfioerf drilling
along the vein strike and dip and resource definition, and a Phase 2Btiognsf an initial current
resource estimate and preliminary assessment (scoping stiyPhlase 2A is estimated to cost
US$450,000 and The Phase 2B is estimated to cost US$50,000.

21.4 Opinion that Property is of Sufficient Merit t o Justify Work
Recommended

In the writer's opinion, the character of the property is oficeffit merit to justify the
recommended Phase 2 programs and the programs represenhwahilerinvestment by Canasil.
The writer believes that the Phase 1 program has suffisigess to justify the Phase 2A drilling
program and the Phase 2A drilling will result in current resowesmate and preliminary
assessment (Phase 2B).
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TABLE 21.1 PROGRAM AND BUDGET FOR PHASE 1 ON ESPERA NZA
PROPERTY, DURANGO STATE, MEXICO (Successfully Compl eted)

.Work Type Description Total Length Estimated Cost

First Phase Total in US Dollars (estimated at about) $190,000]

TABLE 21.2 WORK PROGRAM AND BUDGET FOR PHASE 2A ON ESPERANZA
PROPERTY (Recommended and Warranted)

.Drill Holes Description Total Length Estimated Cost
Project Preparation 5,000
Roads and Drill Sites 3,000
Diamond Drilling 10-12 holes 2500 meters 240,000
Personnel 30,000
Room & Board 8,000
Sampling & Mapping 4,000
Geochemical Cost 50,000
Travel 10,000
Vehicles 8,000
Supplies & Eqip. 2,000
Permitting, Claim 10,000
Fees, Legal

Reporting & 15,000
Engineering

Management 30,000
Office charges 10,000
Contingency 15,000
Phase 2A Total in US Dollars $450,000

TABLE 21.3 PROGRAM AND BUDGET FOR PHASE 2B ON ESPER ANZA
PROPERTY, DURANGO STATE, MEXICO (Recommended and Wa rranted)

.Work Type Description Total Length Estimated Cost
Data Entry & 5,000
Technical Report

Resource Estimate 10,000
Scoping Study 20,000
Travel 5,000
Vehicles 1,000
Office charges 5,000
Contingency 4,000
Phase 2B Total in US Dollars $50,000
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APPENDIX A

Table Al - Significant assay results by sample inte  rvals for ES-06-03 & 04
(Canasil NR 06-18 (060914)).
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Table A2 - Comparison of SGS Results with ALS Cheme  x Results for Phase 1 Drilling.

PETER CHRISTOPHER & ASSOCIATES INC NOVEMBER 2006

43




