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nagement’s Discussion and Analysis

SOH:TSXV

Fo"r)._\the Period Ended May 31, 2006

Overview

This Management’s Discussion and Analysis (MD&A) of the financial position and results of operations of Soho
Resources Corp. (“Soho”) includes its wholly-owed subsidiary Samarkand de Mexico S.A. de C.V. ("Samarkand”)
and its 90% owned subsidiary, Sacramento de la Plata S.A. de C.V. ("Sacramento"), (collectively referred to as the
"Company"). The MD&A should be read in conjunction with the unaudited interim consolidated financial
statements for the period ended May 31, 2006 and the audited consolidated financial statements for the fiscal year
ended February 28, 2006. The information in this MD&A contains forward-looking statements. These statements
are subject to certain risks and uncertainties that could cause actual results to differ materially from those included
in the forward-looking statements. The forward-looking statements are only made as of the date of this MD&A,
July 27, 2006. ‘

The Company is in the process of exploring its resource properties and has not yet determined whether these
properties contain reserves that are economically recoverable. The recoverability of the amounts shown for
resource properties and related deferred exploration costs is dependent upon the discovery of economically
recoverable reserves, the ability of the Company to obtain necessary financing to complete development, and
upon future profitable production.

Summary of Operations

Soho’s principal business activity is the acquisition and exploration of resource properties. The Company, through
its Mexican subsidiaries, owns a majority interest in a mineral exploration and mining project located in Durango
State, Mexico. The Company is a reparting issuer in the provinces of British Columbia and Alberta, Canada, and
trades on the TSX Venture Exchange under the symbol “SOH". Additional information may be obtained from the
Company’s web site (www.schoresources.ca) and SEDAR (www.sedar.com).

In the spring of 2004, the Company began an exploration program on its Mexican Tahuehueto mineral property.
This program consisted of induced polarization geophysical surveying, geological mapping and sampling and grid
establishment, and detailed sampling of exploration adits in several zones. During June 2005 the Company
completed a 4,000 meter reverse circulation drill program to drill test possible extensions along mineralised trends
and follow up induced polarization anomalies delineated during previous exploration. In June 2005 the Company
commenced a 5,000 meter diamond core drilling program which was completed in December 2005.

The Company re-commenced exploration activities in mid-January 2006. Under the current drilling program the
Company plans 18,000 metres of drilling using two diamond drills to test five mineralized structures.

During the period ended May 31, 2006 the Company has raised $5,247,144 through equity private placements and
the exercise of previously outstanding warrants and stock options.

At May 31, 2006 the Company had working capital of $4,503,498. The operations of the Company have primarily
been funded by the issuance of capital stock and loans from related parties. The Company’s ability to continue as
a going concern is dependent on obtaining continued financial support, completing public equity financing or
generating profitable operations in the future.

Selected Quarterly Financial Information:
2007 2006 2005
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
May 31/06 Feb 28/06 Nov 30/05 Aug 31/05 May 31/05 | Feb 28/05 Nov 30/04 Aug 31/04

Loss for the

period $(422,093) |$(537,246) $(275,716) $(281,362) $(237,154) [$(269,073) $(608,949) $(235,781)
Loss per share $(0.01) $(0.01) $(0.01)  $(0.01) $(0.00) | $(0.01)  $(0.01)  $(0.00)

Total assets $10,278,138 |$4,535,851 $3,629,591 $2,923,407 $3,097,663 |$1,467,551 $1,417 672 $1,515,343
Long-term debt - - -
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The fiscal 2005 Q2, and Q3 losses and total assets have been amended.from the amounts previously reported as
a result of adjustments relating to the calculation of stock-based compensation. The Q2 losses increased by
$54,689, the Q3 loss decreased by $14,027, and the Q3 total assets increased by $998 as a result of these

adjustments.

The losses for each of the 2005/2006 fiscal periods: fiscal-period: have increased generally as. a- result of the
increased business - activities assocrated W|th new equrty fmancmgs and the exploratton of the Companys
Tahuehueto mineral property.- - .- .. - S : e Gy o

In the quarter ended November 30, 2004, the net loss includes a write-down of $330 922 assomated wnth the
subsequent drsposal of its oil and gas properties-in December 2004. . 4 S

Durmg the perrod ended May 31, 2005 the Company rarsed approxrmately $1 928 OOO in cash by the issuance of
6,040,976 common shares and equity units, before paying cash commissions of $112,500. ,

In the third quarter ended November 30, 2005 the- Company received -$112,543 from the issuances of shares
pursuant to the exercise of -options and warrants, and raised a,further $640,000 by way of share subscriptions

received in advance for a private placement financing completed on December 1, 2005. During this quarter the

Company spent a further $633,903 on the exploration of its Tahuehueto mineral property

Durlng the 2006 Q4 perlod the Company engaged two ‘new consultants increasing consulting and |nvest0r;
relations: fees by $27,000. Also during this quarter, management-and consultants made several trips to.the-USA,

eastern. Canada, Mexico.and Europe to- promote the Companys business and obtam fmancmg These tnps»

E

resulted in increased travel costs of $95 000. .

Also dunng the 2005/2006 fnscal perlods ‘the Company granted stock optlons resultlng in new charges to the'.

Statement of: Operations not. incurred.in the previous. fiscal 2004 quarters. In fiscal_2005, the quarterly losses
include stock-based compensation charges totaling $345,519.and $443,434.in the year ended February-28, 2006-

for.the fair value of stock options granted. A large part of the 2006 options were granted in the Q4 period resuiting -

in a $120,000 increase.in stock-based compensatron expense compared to the expense incurred in each of.the
first three quarters of flscal 2006. . R . . SRR

In the 2006 Q4 penod total assets mcreased approxnmately $906,000. ThIS is prnmanly a result of. the Company,

incurring a further $538,000 of deferred exploration costs, a net increase in exploratron advances of $15,300, an

increase in prepaid and receivables of $29,400, and a net increase in cash of approxnmately $330,000. Dursng the-

same time, deferred. fmancrng costs and equipment decreased by $6,100.

Dunng the 2006 Q4 penod the company receuved gross cash proceeds of $1,365, 000 excludlng the $640, 000;
share subscriptions. received in Q3 as mention above, and issued 6,623,750 shares pursuant to. prlvate placement»

financings, and the exercise of options and warrants.

During the period.ended -May 31,: 2006, the Company -has raised approximately $5,947.000. in cash by the

issuance,of. 10,633,152 common shares and eqwty units, excluding any finders’ fee shares.

The 2007 Q1 Ioss mcrease is due to the further increase in business activities resulttng in hlgher admmlstratlve»'.

expenses. These costs include increased professional fees for legal, accounting,.and audit services of $54,000; -
and . communications costs associated with website. maintenance, corporate brochures, and presentations of |

$11, 000. During thts quarter,- management and consultants made several trips to the USA, -eastern Canada,
Mexico and Europe to promote the Company’s business and obtain financing resulting in travel costs increasing-by
$20,000; business promotion cost increases of $4,000; and investor relations cost increases of $50,000, including

the additional consultants referred.to above in 2006 Q4 The Company has also hired two more administrative -,

employees resulting in both wages expense and- general office increasing. by $16,000. -




Resource Properties and Investments .

Tahuehueto Mine Project, Mexico -

Overview

Through a 90%-cwned Mexican subsidiary,” Soho Resources ‘Corp. controls -100% of the Tahuehueto project
situated in a historic mining district: of northwestern Durango State. The 2,062-héctare property covers at least 12
known mineralized zones hosted within a structurally controlled epithermal system that has been traced for more
than srx krlometers

Tahuehueto lres wrthm the prolific Sierra Madre mrneral belt, which- hosts a series of’ hlstorlc and producing mlnes’
and most of Mexico's active exploratlon and development prOJects The project is situated approximately 100
kilometres: southwest of snver mines m the Guanacevr regron -and about 25 kilometres north of the silver mines at
Topia. : :

Access to the property is by road, about nine:hours from Durango City, or by fixed-wing aircraft to the Company's
on-sité’landing strip, which is currently being upgraded The prOJect site is remote, wrth only a few small wllages in
this portion of the Mun|0|pallty of Tepehuanes

Spanish explorers were the frrst to drscover the gold-silver veins at Tahuehueto, but were unable to process the
sulphide mineralization.. Various companies explored the - property, starting in ‘the early 1900s,- léading to’
development of underground workings and limited historic production. Soho acquired rights'to the project in 1997,
shortly -after the Mexican' government reformed its mining taws and adopted new policies aimed at attracting
foreign investment to the mining sector. The Company was attracted to Mexico -because of its vast 'geological
potential and favorable investment climate, and to the Tahuehueto project because of the evidence of a highly
mineralized epithermal system; past exploratron activity, and excellent potential for significant new:discoveries. 1t
was’ also noted'that geologically similar deposits in nearby districts have produced’ millions of ounces of gold and‘i
srlver along with associated basé metals in some cases, from mdltiple zohes ‘and structures: One such example is-
the La’ Crenega mine, owned :and operated by Penolés; Mexico's largest mining company. This large-scale
underground mine hosts more than one million ounces of gold in réserves, ‘and also produces silver, lead and zinc.
Ancther is San Dimas, which hosts several large underground mines that have produced more than 9 million
ounces gold and 700 million ounces silver from about 22 structures. Goldcorp Inc controls the San Dlmas mine
and surroundrng dustrrct through its SUbSIdIaI’y stmln Mines. - ‘ : :
Coe
Exploratlon nghlrghts ' ' Como ' ‘
Scho’s exploration programs have sugnlflcantly enhanced the overall potentlal of the Tahuehueto property The'-
Company is particularly encouraged by the strength of the mineralization, the continuity and number of structures,
and-the widths of the mineralized veins within the structurés tested to date: Since December 2004 the Company‘
has drilled approximately 90 holes totaling 9,000 metres. Analytrcal results for these holes are avarlable for vtewmg
on the Company s web site.

At E| Creston, the most exposed ‘and currently the ‘largest and most advanced zone, “drilling and’ sampllng-‘
programs have revealed evidence of at least a 2.5-km mineralized structure with poténtial over a'minimum 4-km
length, while returning positive results, including some “bonanza-type” grades. Significant resuits include: 15.43
grams gold and 61.57 grams silver per tonne, 0.39% copper, 1.85% lead and 3.84% zinc over 12.8 metres from
Hole RC-18; and 7.2 grams gold, 52.08 grams silver, 0.42% copper, 1.07% lead -and 2:68% zinc over 11.94
metres from DDH 05-29. Several recent-drill holes returned significant gold'and silver values while also extending
the important El 1225 ore- shoot The hrghl|ght was an 8 54- metre mtersectron of 12 5 grams gold and 79 2 ‘grams
srlver per tonne.

Ongomg drilling is aimed at defining indicated and lnferred resources at thls |mportant polymetalhc zone, whrch is
believed to be related to several other prospective zones that are yet to be fully explored. :

Soho has also encountered success while exploring other known zones at Tahuehueto. An underground channel-
sampling program returned significant values for precious and base metals from the prospective El Rey zone,
situated about 465 metres east of El Creston. The program also demonstrated good continuity of mineralization
within the zone, and potential for expansion along strike, and down and up-dip.

The underground channel-sampling program at El Rey was the first ever conducted by the Company to test the
zone, which had been previously developed on four levels. Channels were cut every 4 metres across the structure



from Level 1. A total of 98 samples were collected in 38 channels over a strike length of 152 metres. Samples
collected at El Rey averaged 1.92 grams gold and 220 grams silver pen tonne, plus 0.019% copper, 4.09% lead
and 7.16% zinc, with an average width of 1.23 metres. The best assay values to date from El Rey are 8.98 grams
gold, 3,900 grams silver, 0. 6% copper 19.1% lead and’ 28 7% zinc.

A recent channel- sampllng program at Level 2 conflrmed mlneralrzatron trendlng for than 173 metres, with an
average grade of 0.86 gram gold, 208.3 grams silver, 0.19% copper, 3.07% lead, and 5.27% zinc over an average
width of 1.72 metres. initial sampling programs from Level 3 also returned: positive results, :whife:two holes drilled
from Level 2 intersected targeted mineralization at depth, 50 metres below Level 4.

The EI Rey zone remains open for expansion and will be further tested from three additional levels, some larger
than Level 1. Rehabilitation work to access Level 4 and a portion of Level 3 will be carried ‘out in the.coming
months. As at El Creston, ongoing drilling at the priority EI Rey zone is aimed at defrnmg rndlcated and inferred
resources.

A surface channel-sampling program was conducted at the Santiago Zone, situated more than 1'km northeast of
the El Creston Zone. The program returned gold and silver values that also confirmed the potential of the
northeastern portion of the Tahuehueto project. Unlike El.Creston, which hosts gold-silver mineralization with
associated base metals, Santiago is one of several gold-silver zones in the northeastern portion of the Tahuehueto
prolect that are yet to be fully explored

nghllghts of, the program rnclude :3.11.grams gold and 76.65 grams srlver over 15 metres, 3 64 grams gold and,‘.
25.05 grams silver over 18 metres; and 4.94 grams gold and 194.97 grams silver over: 4.5 métres. - y -

A total of 124 samples were. collected from. 8 channels:cut. across the Santiago Zone, whichi has ansexpesed:
potential length of 180 metres and was sampled along.a:length of 128 metres. The zone ranges.in width from 16:5.
metres to 7 metres, with widths diminishing.down-slope-as:the zone disappears under cover, and remains open:in
both directions, as well: as down-dip. Additional mapping; channel sampllng and drilling are planned to test the:
zone, which may be an extensron of the: nearby Perdldo zone: ‘ : Lo

Expanded 2006 Program - Goals and Objectlves

Soho intends to use the proceeds of a $5.52-million, institution-led private-placement.financing to accelerate the:
pace of exploration at Tahuehueto. This major financing combined with highly encouraging results of ‘recent

exploration programs have allowed the Company to set new growth-oriented objectives that better reflect the

property’s potential for multiple deposits and discoveries. The initial goal was to define resources at El Creston, but-
the focus-has since.broadened to include-other- prierity zones that will be tested in an expanded $3.8-million- work

program planned for the balance of 2008. This shift in strategy is aimed at adding .value to the property through a.
program specifically focused on defrnlng resources as efflcrently as possible. : o

At least 18,000 metres of dnlllng usrng two dlamond drllls are now planned to test flve mlnerallzed structures The
primary goal of the expanded program ‘is :to. outline indicated and inferred resources at the advanced El Creston
Zone through 5,500 metres. of drilling, and also at the El Rey Zone, where 3,500 metres of drilling are planned.
Another important goal is to define inferred resources at three other zones, with 2,000 metres of drilling planned
for Cinco de Mayo, 4,000 metres for EI Creston South Extensron and 3,000 metres at the Santlago Zone

Soho also plans to carry out a regional program that will lnclude geological and structural mapplng and arrborne
geophysical surveys to better determine the extent and potential of other zones at Tahuehueto. The results of-this :
reglonal -work will added 1o the growrng geological database that will guide future exploratron program B

To support the accelerated work program camp facrlltles wrll be upgraded and expanded along with lnfrastructure,_
such as the airstrip and access roads. These improvements will set the stage for future development and pre-
production programs, . and also demonstrate the Companys long -term. commitment to Tahuehueto and;
surrounding district. I

Environment and Community

Soho conducts its exploration and development activities in a socially and environmentally progressive manner
consistent with the principles of Sustainable Development. Particular emphasis is placed on establishing good
relationships with community leaders and state authorities to ensure citizens are kept informed of our activities.

As the Tahuehueto project advances from exploration and development to the pre-feasibility stage, environmental
baseline studies will Jay the foundation for more detailed programs examining all aspects of potential mine
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development to ensure the highest standards of environmental protection. The Company will continue to comply
with all regulatlons and closely monitor itssactivities to minimize damage to the ecosystem -

Soho partICIpates in a range of socnal |n|t|atrves in support of Iocal communltles and has already helped to
establish schools and improve electrical, water supply and sanitation facilities. Local hiring and procurement
policies have been adopted to ensure that benefits flow to the.communities and region surroundlng the project.

Corporate, General and Admmrstratwe

Directors
At the Company’s' Annual General Meeting. held on August 4, 2005 shareholders elected the followmg |nd|V|duaIs
as dlrectors of the Company ; :

Ralph Shearing |
Marek Kreczmer
Ca Paul Chung -

Jose Abraham Urias Romero. declined to be re-elected as .a director due to other business commitments. Ralph
Shearing, ‘Marek Kreczmer, and Paul Chung were appointed - to the Companys audrt commltteev

On January 10, 2006 Mr. Otto Jelinek was appointed as a director of the Company Mr. Jellnek is a former
Canadian Member of Parliament and Cabinet Mlnlster and most recently retlred from h|s posmon as the Reglonal
Chairman of Deloitte' Central Europe. DN _ . :

On:May 16,-2006 Mr. Marek.Kreczmer resigned as. a:director of the Company to facilitate the appointment of Mr:.
Mark Backens: as.-a-director. Mr..Backens has more than:20 yéars of industry experience in engineering; mine:
operations; project-development, property ‘evaluation, -:and:corporate development. He:is-presently ‘employed with-
Macquarie North-America Ltd., and previously held positions: with Meridian Gold, Placer Dome and Goldcorp. Mr.”
Backens holds a B.Sc. degree in geological engineering from the South. Dakota School of Mines,"and’is a member:
of AIME’s Society of Mining Engineers, and the Canadian Instltute of Mlnlng and Metallurgy

Mr. Kreczmer has been appointed to the Company's Advisory Board Mr. Backens has been appomted to the audrt
commlttee replacing the posrtlon held by Mr Kreczmer : , . N

Management Agreements ’ o o ColaT s
In' July- 2004 the Company entered |nto an agreement with Frank Port and Seaport Capltal Inc gy company:
controlled by Mr. Port, to provide business development and investor relations services to the Company for a-
monthly fee of $5,000. This agreement may be terminated by 30 days written notice. ‘In: addition Mr. Port was
appornted an officer of the Company in the posmon of Vrce-presrdent Corporate Development

In September 2004 the Company entered into a management services agreement wrth Ralph- Sheanng and CMB -
Investments'Ltd:, a company controlled by:Mr. Shearing, to provide general management services-to'the Company-
for.a monthly fee of $7, 500 Mr. Shearing ' i’s the - CEO and a Dlrector of the Company.

Both of these agreements have recelved regulatory approval

In March 2005 the' Company entered into a consultlng services agreement W|th Jose Abraham Unas Romero and
Urias Management & Investments Corp., a company controlled by -Mr. Urias,” to provide. general -consulting
services to the Company, mcludrng its Mexncan subsndrarles for a monthly fee of $5 OOO Mr Unas is a former
dlrector of the Company. . - :

These transactions are in the normal course of operations and are measured at the exchange amount whlch is the-
amount established and agreed to by the related parties.



Financing Activities

During the period ended May 31, 20086, pursuant to a private placement financing, and the exercise of options and
warrants, the company-received gross cash proceeds of $5,862,144 and issued 10,683,512 shares at an average
price of $0.56. This includes 50,000 shares issued for cash proceeds of $15,000, subsequent to May 31, 2006
pursuant to the exercise of stock options.

Details of the above mentioned share issuances are available in the: notes to.the Company's firiancial statements
for the period ended May 31, 2006.

Proceeds from the warrant, options, and private placement financings .were . utilized in the Company’s Mexican
operations and for general working capital purposes. AII of the above fmancmg transactions have received
regulatory approval where applicable.

Capital Stock, Warrants, and O.ptions .

Capital Stock

Number
of Shares Amount
Common shares issued: Co T e S o
Balance as at May 31, 2006 e v R 70,681,313 § 23,119,800
Options exercised L e c 50,000 30,000
Balance as at July 27, 2006 70,731,313 $23,149,800
Warrants , ) :
As at July 27 2006 the followmg share: purchase warrants were outstandmg
Number ' Exercise = o L o
of Shares’ "~ Price ExpiryDate .~ T
Y 1,393,443 .~ $060 . March 3,.2007
Sett T - 3225000 0 $0.30  ° December 1, 2006
151,000 $0.20 December 1, 2007
-2,200,000 = $0.75 - - February?2, 2008
9,476,000 $0.80 . May 16, 2006
16,445,443
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Stock Option Plan

A 2003 Stock Optien Plan was approued by a ’majority of disinterested shareholders.on September 4, 2003, at the
Company's annual general meeting. ' The number of shares reserved for rssuance under the 2003 stock optron
plan is set at 4,865,123. oo

As at July 27,2008, the following share purchase options were outstanding:

Number - Exefcise : '
of Shares Price ‘Expiry Date
1,475,000 $0.15 March 18, 2009
120,000 $0.15 September 21, 2009
180,000 $0.15 September 29, 2009
100,000 $0.20 November 2, 2009
250000 ~ $025 = November2 2009 , .
32,500 $0.28 December 15, 2009
50,000 $0.30 February 8, 2010
300,000 $0.25 March 17, 2010
200,000 "$0.30  June 27,2010
150,000 $0.30 September 15, 2010 R S N S
r 150,000 $0.30 November 1, 2010° -~ . - . L
350,000 $0.20 December 1, 2010
771,998 " %030 December 8, 2010
4,139,498

In December 2005 the Board of Directors approved a new 2006 Stock Option Plan. Under the 2006 plan, the
Company is authorized to grant options to executive officers, directors, employees and consultants enabling them
to acquire up to 10% of the issued and outstanding common stock of the Company, on a rolling basis. Options
may be granted at an exercise price of no less than a 25% discount of the market price on the date of the grant, or
such higher price as determined by the board of directors. Options can be granted for a maximum term of 5 years.
Vesting is not required but may be set on an mdwrdual basis as determrned by the board of directors. The 2006
plan is subject to shareholder approval.

As at July 27, 20086, the followrng share purchase options were granted under the 2006 Plan, but are subject to
shareholder approval g cL

Number Exercise

of Shares Price Expiry Date.
838,002 $0.30 December 8, 2010
150,000 $0.38 January 5, 2011
100,000 $0.55 April 13, 2011
500,000 $0.63 May 17, 2011
1,588,002




Agents Unit Options. ' ‘ ‘ o

In connection with private placement ﬂnancrngs the Company granted non- transferable Agent Unit Options
entiting the Agents to purchase units, each unit consrstlng of one common share and one- -half of a non-
transferable share purchase warrant. : S S -

As at July 27, 2006, the followrng agent unit optrons were outstandrng

IR

Number of Underlylng

Unit Underlying Whole Warrant
Number ~ Exercise~ -~ Whole ’ ~Exercise = ~Expiry Date
ofumts Price ____ Warrants Prlce ‘ _
386,63 $050 - ' 193431 3060 March3 2007

Liquidity

At May 31, 2006, the Company had working capital of $4,503,498. Recent financings have eliminated the working
capital deflc:lency that existed at the February 28, 2006 year end, and have provided funds both for the Company
to continue its exploration program and for general working capital purposes. However the Company’s. ability to,
continue as a going concern is dependent on obta|n|ng continued fmancral support completmg publlc equnty.
flnancmg of generatlng proﬂtable operations |n the near future L . . . _ o

gy e .o e e ery e T i e,

Investor Relations

In addition ‘to other management services, Frank Port is ourrently handhng rnvestor relatlon actrwtles (See above_:
section on Management Agreements)

Related Party Transactions

In" addltlon to certa|n related party transact|ons mentloned above the Company had addmonal S|gn|flcantv
transactrons wrth related partles as are summanzed betow _

CMB Investménts Ltd. (CMB) a company controHed by a director, charged the. Company a. total of $22, 500, forf
management services. This is compensation for tirie spent on administrative, fmanmat and operational affairs of
the Company. In September 2004 Soho entered into a management services contract with CMB. Under the terms .
of “this agreement CMB is chargmg Soho a management fee |n the amount of $7, 500 per month

The Company also paid fees for investor relations of $15,000 to a company controlled by Mr. Port, an offrcer of the'
Company. , .

The Company had experienced past difficulties in securing drilling contractor services, with the appropriate
equment ‘on a timely basis. As a result, in April 2005, the Company entered’into an agreement with Mexcore

SA deCV. (“Mexcore”) a Mexican based drilling company a company controlled by Mr. Shearing, a. director.
Mexcore’ had a’‘suitable diafmond drill and heavy eqmpment available to meet the Company’s immediate rieeds.
Pursuant to this' agreement. theé Company has agreed to pay Mexcore for drilling services rendered, and’
equipment rental, under terms and at rates consistent with those charged by third parties within' the dnllmg

industry. During the period ended May 31, 2006, Mexcore has charged the Company $198 307 for drrthng servrces.v ‘
and $34,300 for equipment rental. .

These transactions are in the normal course of operations and are measured at the exchange amount WhICh is the,_
amount established and agreed to by the related parties.

Resulits of Operations

The Company incurred $422,093 in general and administrative plus interest expenses during the period ending
May 31, 2006. Generally, expenses increased as a result of the increase in business activities compared to the
prior fiscal period.

Professional fees include legal, accounting, and audit fees. Legal and accounting fees increased as a result of the
increase in corporate filings, contracts, and agreements. These transactions also account for the increase in
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regulatory fees as the Company was required to submit many of these transactions to regulatory authorities for
approvals. Furthermore the overall increase in the volume of transactions has increased: administrative costs
including current accounting fees and other and the accrual of the estimated audit cost for-the 2007 fiscal year.

Consulting fees include feespaid for corporate communication services and finan.cial consulting associated with
the Company’s on going search for additional sources of frnancrng

Communications expense includes the costs of Soho s offlce telephones fax moblle phones web site desrgn and
maintenance, web hosting and internet access services.,

Wages and benefits increased as the Company hired two more fuII time admrnrstratlve personnel

Travel expenses include the costs of vehrcles airfares, accommodation, and meals for a varrety of business trips
related to securlng frnancrng and meetrngs connected wrth the Tahuehueto property.

Except as may be cotherwise indicated, all of the above noted transactions have received regulatory approvals,
where required.

Critical"Acc‘ountinq Estimate

Asset Retlrement Obligation ,
The Company estimates its asset retirement obllgatlon at the Tahuehueto property based on rts understandrng of
its requirements to reclaim the currently disturbed areas. The Company has accrued $37,500 as a retirement
obligation. The asset retirement obligation is considered to be present value. et

The asset retirement obligation accrual required management to make srgmflcant estlmates and .assumptions. .
Actual results could differ from these estimates. S .

-

Internal Controls

Management maintains a system of disclosure controls and procedures, which are deS|gned to ensure that
information required to be disclosed by the Company is recorded, processed summarized, and. reported on a
timely basis. Based on an evaluation performed for the year ended February 28, 2006, the Company’s certifying
officer has concluded that the disclosure controls and procedures were effective as of the end of the Jperiod-
covered by thrs report to provrde reasonable assurance of the achrevement of these objectrves e

Management has not made any change in the Companys system of rnternal controls over fnancral reportrng _
during the most recent interim period that has materially affected, or is reasonably likely to materially affect, the’
Company’s internal control overf{rnancral reporting. e .

Financial Instruments

The' Companys frnanCIaI mstruments consist of ‘cash, receivables, accounts payable and accrued Ilabrhtles
obligation under share purchase agréement, loans payable and due to related parties. .Unless otherwise.noted, it.
is management's opinion that the Company is not exposed to srgnlflcant interest or credrt risks arrsrng from these
financial mstruments The fair value of these flnancral instruments approximates thelr carrying. values, unless’
othervvlse noted '

Oh Behalf of the Board of Directors of
Soho Resources Corp.

“Ralph Shearing”
Ralph Shearing,

CEO
July 27", 2006
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NOTICE OF NO AUDIT'OR‘REVIEW OF INTERIM CONSOLIDATED FINANCIAL STATEMENTS

Under the National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the
interim consolidated financial statements, they must be accompanied by a notice indicating that the fmancral

statements have not been revrewed by an auditor.

The accompanying unaudited interim consolidated financial statements of the Company have been prepared by

and are tne responsibility rof the"Company’s management.

The Companys independent auditor has not performed a review of these |nter|m consolidated fmancrai
statements in accordance wrth the standards established by the Canadian lnstitute of the Chartered Accountants

fora revrew of interim consolidated financial statements by an entity’s auditor.

“Ralph S_hearing” el

Ralph-Shearing S - . o . e
Chief Executive Officer

July 27,2006




SOHO RESOURCES CORP.
CONSOLIDATED BALANCE SHEETS .

May 31, February 28,
2006 2006
. (Unaudited -
.,..prepared by o
management) Audited
ASSETS
Current S ‘ T
Cash - $ 5162,304 .. § . 480,603
Prepaid expenses 37,435 23,478
Receivables 252,611 167,081
5452350 - - . 671,162
Exploration advances (Note 3) 79,800 ' 84,140
Mineral properties (Note 3) 4,717,971 3,750,625
‘Equipment - 28,017 29,924
- | $ 10278138 S 4535851
LIABILITIES AND SHAREHOLDERS' EQUITY
Current LA
Accounts payable and accrued liabilities $ 663,852 $ . 487173
Obligation under share purchase agreement (Note 3) 285,000 - 285,000
948,852 772,173
Asset retirement obligation (Note 3) 37,500 . 25,000
986,352 797,173
Shareholders' equity
Capital stock (Note 4) 23,119,800 17,164,165
Contributed surplus (Note 4) 960,682 941,116
Deficit (14,788,696) (14,366,603)
9,291,786 3,738,678
3 10,278,138 $ 4,535,851

Nature and continuance of operations (Note 1)
Commitments (Note 10)
Subsequent events (Note 11)

On behalf of the Board:

Director

Ralph Shearing

Paul Chung

Director

The accompanying notes are an integral part of these interim consolidated financial statements.




SOHO RESOURCES CORP.
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT
(Unaudited — prepared by management)

Three months ended

May 31,
2006 2005
EXPENSES PR s L0
Amortization L .\ $ 1,907 % . :- ., 606
Business promotion 5585 . . v 1,144
Communications 21,545 - -10,234
. ‘Consulting and financial services 25500 .- - . 25500
:Foreign exchange-loss- .10,0685 . -~ .- i ~9744
‘Insurance : 5,742 -
Interest and bank charges (recovery) e 01,218 © - (276)
Investor relations .. . 65748 . o 45,161
*-Management fees, - . oo . - 22,500 | + - 22,500
..*Office and miscellaneous .. 20,043 . .. .= 11,408
" Professional fees - LT o e 82,873 e 128,446
Regulatory fees - i 2,500 ' 1,948
. Rent SRS et 15,862 nes . 12,668
Stock-based compensatnon i " T T - 86,314 81,856
Transfer agent 2,732 2,900
Travel e e o 30,97 v ."i:-='-';-16 463: -,
—.Wages and benefits - - . 17,293- - .. - 4 9, 731
Loss before other items : ‘ o 424371 (250123)°
OTHER ITEMS =~ | e
Interest income 2,278 -
Gain on settlement of debts Lot ees s g s 12 9690
Loss for the period -, - (422,093) .. (237,154)
Deficit, bggmmn&of perlod - | (14,366.603)  (13,012,125)
 Deficit,end of period ' ‘ $ (14788.696) $ (13.249.279)
Basic.and diluted loss:per common share $(0.01), -~ = -$(0.00)
Weighfea average number of common shares outstanding 62,205,951 51,449,148

The accompanying notes are anintegral part of these interim consolidated financial statements.



SOHO RESOURCES CORP.
INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited — prepared by management)

Three months ended
May 31,
2006 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period
Items not affecting cash

(422.093) § - (237.154)

-Amortization 1,907 - S 606
- Acctrued interest : - SR 441
. *Stock-based compensation 86,314 - 81,856
Gain on settlement of debts - : (12,969)
Unrealized foreign:exchange loss coed ‘ . 6625
Changes in non-cash working capital items Y o
"'(Increase) decrease in prepaid expenses (13,957)-- = - :(12;913)
-“(Increase) decrease.in receivables (85;530) - " " < (38,034)
Increase (decrease) in.accounts payable and accrued liabilities (272,760) ~ -0 .(197,491)
Net cash used in operatmg activities (706,119) | (409,033)
CA%H FLOWS FROM FINANCING ACTIVITIES RO
_ Issuance of common shares 5,947,144 * ... - 1,928,002
Share issue costs (59, 050) 140 Qsi
Net cash provided bLnancmg activities 5,888, 094 , 1 787 035
CASH FLOWS FROM INVESTING ACTIVITIES ~ R
Equipment - (15,090)
Mineral properties (504,613) " ++7 {301,339)
Eproratlon advances, net 4 340 (126 48i
Net cash used in mvestmg actlvmes (500, ZJ _ (442 91i
'Change in cash durmg the penod o 4, 681 701 o 935 084
Cas‘h,-beginning of period- " 480,603 -s'k»,_‘s‘-f .- 176,270

Cash, end of period

Supplemental disclosure with respect to cash flows (Note 6)

5,162,304 $ 1,111,354

The accompanying notes are an integral part of these interim consolidated financial statements.



SOHO RESOURCES CORP.

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2008

(Unaudited - prepared by management)

2.

NATURE AND CONTINUANCE OF OPERATIONS N

The Company is mcorporated under the laws of British Columbra Its prrnC|pat busrness actrvrtres consist

- of the. acqursrtron and exploratron of resource propertres o _ » _“ ‘

The accompanying unaudrted interim consolidated frnancral statements of Soho Resources Corp include
the accounts of the Company and its wholly-owed subsidiary, Samarkand de Mexico S.A. de C.V.
("Samarkand") and its 90% owned subsidiary, Sacramento de la Plata S.A* de C.V: (Sacramento")
(collectively referred to as the "Company"). All inter-company transactions and balances have been
ehmmated upon consohdatron S ‘ oo .

These financial statements should be “fead in oonjunctron with the Company’s -annual “audited
consolidated financial staterients for the fiscal year ended February 28, 2006. All material adjustments
which, in the opinion of management, are necessary for a fair presentation of the results of the interim

‘pefiods’ have:been reflected.” The results for the three month- period ended ‘May 31, 2006 are stated

utilizing the same accounting' policies and ‘methods of application as the - most recent annual ‘financial
statements, but are not neoessanly |nd|cat|ve of the results to be expected for the full year S

The.Company follows the.current rate method of translatron whroh translates forelgn assets and liabilities

: “at the rate of exchange at the balance sheet date. Revenues and expenses are translated into Canadian
" dollars at the avérage rate of exchange throughout the period. Gains and losses arising from translation

of the financial statements are deferred and disclosed as a separate component of shareholder's equity.

" These financial statements are stated in Canadian dollars. Transactions associated with.the Company’s

Mexican resources properties are measured in both Canadian dollars and Mexrcan pesos, depending on

~-the nature and source of the transaction.

""'"T:'The Company i$ in the process of exploring its resource propertres and has not yet determrned whether

these properties-contain reserves that are economically recoverable. - The recoverability of the amounts

- ‘shown for resource properties and related deferred exploration costs is dependent upon the discovery of

economically: recoverable reserves, the ability of the Company to obtain necessary frnancrng to complete

- the development and upon future profitable production.

7" -These unaiidited‘ interim consolidated financial statements have.been. prepared in accordance with
- Ganadian generally accepted accounting principles with the on-going assumption. that the Company will

be able to realize its assets and discharge its liabilities in the normal course of business rather than

. through a process of forced liquidation. The operations of the Company have primarily been funded by

the issuance of capital stock and loans from related parties. The Company's ability to continue as a going

- ..concern is ‘dependent-on obtaining continued frnancral support completrng pubhc equrty frnancrng or
" generating profitable 6perations in the future. oo

May 31, February 28,

Ly i i< .. 2006 2006
Deficit i e - 5(14.788.686) $(14.366,603)
="Working capital (deficiency) - .+ - .. 5 45034983 (101,011)

Comparative figures

Certain comparative figures have been reclassified to conform with the current period’s presentation.




SOHO RESOURCES CORP.

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2006

(Unaudited — prepared by management)

3. MINERAL PROPERTIES

Title to- mineral properties involves certain inherent risks due to the difficulties of determining. the validity
of certain claims as well as the potentlal for problems arising from the frequently ambiguous
conveyancing history characteristic of many mineral properties. The Company has investigated title to all
_of its'mineral propertles and, to the best of its knowledge, title to all of its propertles are in good standing.

,;,:'/iTahuehueto Prolect

:In 1997, pursuant to a share purchase agreement the Company acqurred through its whoIIy -owned
Mexican subsidiary Samarkand de Mexico, 90% of the issued and outstanding capital stock of
- Sacramento. Sacramento holds a 100% interest in the Tahuehueto mineral. property located in Durango

State Mexico. ;The property is subject to a 2% net smelter returns royalty

. Pursuant to the share purchase agreement the Company is obllgated to make a fmal payment of

\ . _;.-US$25O 000 (Cdn$285 OOO) to the vendors of the Sacramento shares.

.

Mineral property costs lncurred on the Tahuehueto Prolect were lncurred as follows

Fetaruary 28,

May 31,

2006 2006
Balance beglnnlng of perlod $ 3 750 625 $ 1 182 ,685
Assays data and maps 87 250 265 726
Asset retirement obllgatlon 12,500 25,000
:Drilling 198,307+ -~ 734 968
- Equipment and supplles 154,069 .- : - - 176,131
" Geological consultlng . 221,335 . ,58.7 002
Insurance - . Ce - 2,967 . 13,819
Mineral concession taxes llcences and fees 500 . e 37,636
Stock-based compensation 793 8,389
Subcontractors and equipment rentals -254,537..... 570,906
Transportatlon travel, and lodglng 35 088 3 :.:-1.48 363
| Mlneral property costs mcurred dunng the penod' » 967 346 "52 567 940
: Balance end of perlod ’ $ 4 717 971 : $ 3 750 625

Asset retirement obligation

" The Company' estimates its asset retirement obligation at the Tahuehueto property based on its
understanding of its requirements to reclaim the currently disturbed areas. The Company has accrued
- $37,500 as a retirement obligation. The asset retirement obligation is considered to be present-value.

-+ The .asset retirement obligation accrual required management to make 5|gn|f|cant estlmates and

assumiptions. Actual résults could differ from these estimates.



SOHO RESOURCES CORP.
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

MAY 31, 2006
(Unaudited — prepared by management) N

4, CAPITAL STOCK AND CONTRIBUTED SURPLUS -.. _ &Fy o0 dewe
““Number-'~+ " Sharg*= "+ ~Contributed
of Shares Amount Surplus
Authorlzed no
Unlimited common shares wrthout par value ‘
100 000,000 Class A preference shares W|th a par
“ value'of $1 per share -
- 100,000,000 Cldss B preference shares wnth a par
. value of $5 per share
: *COmmon shares rssued . S R -
Balance as at February 28, 2006 e Lt 59 771 801 $17,164165 $ 941116
- Private placements - ) 200, OOO;; ‘ 5 520,000 " * -
Private placement — Finders’ fees Sl 276,000 166,600 ¢ -
Agent unit options exercised 51,887 41,854 :__(15,910)
i . Warrants exercised - 7 L0 0 TEes 270 0T ?-'1,0'24;125' 347575 1 -
Share issue costs Lo (224 650) + -
__Stock-based compensation (Note 9) = . L e A 8T, 107
Optlons exercised 357,500 105,256 (51 631)
Balance as at May 31, 2006 B 70,681,313 $ 23 119 800 $ 960 682

. On May 16, 2006 the Company completed a non-brokered private placement of 9, 200 000 units at $0.60
per-unit for total proceeds of $5,520,000. Each unit consisted of one common share and-one transferable

_ share purchase warrant. Each share purchase warrant is exercisable for a period of two yedrs at a price
of $0.80 per share. The Company issued 276,000 units as finders’ fees.

5.~ STOCK OPTIONS AND WARRANTS

The Company is authorized to grant options to executive officers, directors, employees and consultants
enabling them to acquire Up to' 20% of the issued and outstanding common stock of the Company, on a
fixed basis. Options may be granted at an exercise price of no less than a 25% discount of the market
price on the date of the grant, or such higher price as determined by the board of directors. Options can
be granted for a maximum term of 5 years. The optlons vest 25% upon the date of grant, and then at a
rate of 12.5% to 25% every 3.months thereafter.. o

in December 2005 the, Board of Dlrectors approved, a new 2006 Stock Optlon Plan. Under the 2006 plan,
the Company is authorized-to grant options to executive officers, directors, employees and consultants
enabling them to acquire up to 10% of the issued and outstanding common stock of the Company, on a
rolling basis. Options may.be granted at an exercise price of no less than a 25% discount of the market
price on the date of the grant, or such hrgher price as determined by the board of directors. Options can
be granted for a maximum term of 5 years. Vesting is not required but may be set on an individual basis
as determined by the board of directors. The 200;6 plan is subject.fo shareholder approval.

Stock-based compensation

The Company has granted an addrtlonal 1, 588 002 options that WI|| ‘become effective on the date of
shareholder approval of the 2006 Stock Option Plan, These options vest 25% upon the date of grant, and
then at a rate of 25% every 3 months thereafter, until fully vested. These options are subject to
shareholder approval; accordingly they have-been excluded in these financial statements.




SOHO RESOURCES CORP.

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS -

MAY 31, 2006
(Unaudited — prepared by management)

STOCK OPTIONS AND WARRANTS (cont'd...}. i - -
_ Stock-based compensatlon (contd.. )

‘;Dunng the’ year ended February 28 2006, the Company granted directors, employees and consultants
2,296,123 (2005 — 3,992,500) stock options. The options vest 25% upon the date of grant and then at a
rate of 12.5% to 25% every 3 months thereafter, until fully vested. .

For the year ended February 28, 2006, the total fair value of stock-based compensation.granted using the
Black-Scholes option pricing model was $596,946. A total of $443,434 was charged to the Statement of
Operations and Deficit, $8,389 has been is included in Mineral Properties on the Balance Sheet, all offset
to contributed surplus. During the period ended May 31, 2006 a further $86,314 (2005 — $81,856) was
charged to the Statement of Operations and Deficit, $793 (2005 — $4,436) has been:is included in Mineral
.. Properties on the Balance Sheet, all offset to contributed surplus. The remaining: balance of $262,442 will

be recorded in future periods. The weighted average fair value of the optrons granted durrng the period
was $Nil (February 28, 2006 $0 26) per option. A o ‘. .

CER]

e ‘The foIIowrng werghted average assumptions were used for the Black Scholes valuatron of stock options

and warrants granted during the period: s -
_May 31,2006 February 28, 2006
Risk-free interest rate I e - 3.28%
o . Expected life of options/warrants. R S R . 2-5 Years
. -Annualized volatility . . .. - R L. v o 110%.

'.Djvi‘dendrate : : - S e e s D%

As at May 31, 2006 the Company had outstanding stock optlons enablrng the holders to acqurre common
shares as follows ‘

‘Number™ * ' " Exercise =

- of Shares ‘ Price * Expiry Date” = ° k

1,475,000 $0.15 March 18, 2009

120,000 $0.15 September 21,2009 = .

190,000 - $0.15 - September 29, 2009”‘_
100,000 Y $020  ‘November 2, 2009
250,000 °©  $0.25 ° ‘November2, 2009 =
32,500° ~$028 ° December 15,2009
/50,000 © $0.30 ' February8,2010
300,000 $025 " March 17,2010 =
200,000 $0.30 June 27, 2010 -

150,000 $0.30 September 15,2010
200,000 $0.30 November 1, 2010 * -
350,000 $0.20 December 1,2010

771,998 - $0.30 December 8, 2010 -

" 4189:498




SOHO RESOURCES CORP. 7 . .
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL-STATEMENTS

MAY 31, 2006
{Unaudited — prepared by management)

5. STOCK OPTIONS AND WARRANTS (contd...)

Stock option transactions are summarized as follows:

May 31, 2006 February 28, 2006

Weighted . .. . .. Weighted

Average Average
Number Exercise Number Exercise

of Options Price of Options Price

- Balance; beginning of period S 4,865,123 $023 2,961,875 $0.17

o Granted | ' R 2,290,123 $0.29
R Exercised e I (357,500) $0.15 ¢ ... - (162,500). .- $0.15
Expired/cancelled _ _ (318,125) $0.30 (224,375).  $0.18

Balance, end of pericd ) _' 4,189,498 $0.22 2. .4,865,123 % $0.23

* . Optiohs exercisable, end of period . .. .. 3352937 . $020 - 3,376,875 ° ~$0.20

" wairants

't

" Asaf May 31,2008, the following share purchase warrants were outstanding: ~

Number Exercise
of Sha(es_, L ___.Price .. Expiry Date
Comemeens s s - 3.225,000 - - $030 . .- December 1, 2006 -
©7v1,393,443 $0.60 March 3, 2007
: 151,000 $020 .December 1, 2007
2,200,000 $0.75 February 2, 2008
.9.476,000. . $0.80 . . May 16,2008 "
16,445,443

Warrant transactions are summarized as follows:

May 31, 2006 February 28, 2006

Weighted ~ - Weighted

o ~ Average ~ Average

Number of Exercise’ =~  'Numberof- Exercise
| . _ Warrants Price \Warrants Price
Balance, beginning of period ST 77967625  $0.48 - 4346286  $0.17
Issued o o 9,501,943 = $0.80 - 8,041,148 $048
Exercised o T (1,024425) $0.34 (3,792,846)  $0.16
Expired/cancelled - __(626,963) $0.22
Balance, end of period 16,445,443 $0.67 7,967,625 $0.48




SOHO RESOURCES CORP.

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
MAY 31, 2006

(Unaudited — prepared by management)

5. STOCK OPTIONS AND WARRANTS (contd...)

Agents’ Unit Options

" 'Agents’ unit option transactions and the number of Agents’ Unit Options outstanding are summarized as

.- follows: e

May 31, 2006 February 28, 2006
Weighted Weighted
Average Average
Number of Exercise - Numberof - Exercise
Options Price ‘Qptions Price
Balance begnnnmg of perlod ‘, 438,750 $0.50 200,05.0 ' $0.22
Granted. . A ; - - .+ . 450,000 $0.50
‘Exercised ’ (51,887) %050 (158,296) $0.24
Jgncl,, Biredicancelled - Lo s o = (83004} - $022
Balance end of period ‘ L 386 863 . $ O 50 e 438 750 $0.50

On March 3, 2005, the Company issued Agents’ Unit Options entitling the Agents to purchase 450,000
units at $0.50 per unit until March 3, 2007. Each unit consists of one common share and one-half of a
non-transferable share purchase warrant. Each whole share. purchase warrant is exercisable at a price of

$0.60 per share.

6. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

~ May 31, May 31,

2006 2005
Cash paid duringtheiieriod for interest - L $ - $ -
Cash paid during the period for income taxes -8 - $ -

Significant non-cash transactions during the period ended May 31, 2006 included:: .
a) the issuance of 276,600 units valued at $165,600 as consideration for finders’ fees.”
o b)- the accrual of deferred exploratlon costs of $449,440 at May 31, 2006.

‘ c) the application of $793 c\fcstcck-based compensation to deferred exploration costs.

dy ‘the apciication of $51,’631L‘and $15,910 from contributed surplus to capital stock ‘on the fair value of

options exercise and agents’ options exercised respectively.

e) the acctuai of asset retirement obligations of $12,500 included in mineral propertie_s:: N



SOHO RESOURCES CORP.

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

MAY 31, 2006

{(Unaudited — prepared by management) S e o

6.

7.

; ,partles .

SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS (contd )
Significant non- cash transactlons durmg the perlod ended May 31, 2005 lncluded

a) the issuance of 50 000 unlts as consideration for agents' fees in the amount of $25 000, and issued
450,000 Agent's Unit Options valued at $137,982 as a commission.

b) the »accrual_ of deferred exploration costs of $216,708.

c) the application of $4 436 of stock-based compensation to deferred exploration costs.

: d) the appllcatlon of $4 290 from contributed surplus to capltal stock on the fair value of-agents’ options

exercised.

"":e‘) : Lthe application of-‘$19‘,375 of deferred financing costs to share issue costs.

RELATED PARTY TRANSACTIONS

Durlng the perlod ended May 31 2006 the Company entered lnto the followmg transactlons w;th related
LS BN ! : . . o . . - . .
) Paid or accrued management fees of $22, 500 (2005 $22,500) to a company controlled by a director.

b) Paid or accrued fees for mvestor relations of $15,000 (2005 - $15,000) to a company controlled by an
officer.

"' ¢) Paid or accrued $198, 307 (2005 - $N|l) for exploration drilling sefvices to a company controlled by a

director. -

d) Paid or accrued $34,300 (2005 - $9,419) for exploration equipment rental to a company controlled by
a director. . . ..

Included in exploration advance at May 31, 2006 was $Nil (February 28, 2006 - $9, 140) advanced to a

- company controlled by a director pursuant to agreements to provnde exploratlon drllllng services and for

the rental of certain exploration equipment.

incliided in'accounts payable at May 31, 2006 was $Nil (February 28, 2006 - $64,601) for drilling services,
management, consulting, investor relations, and legal fees due to companies contrclled by directors and
officers.

These transactions were in the normal course of operations and were measured at the exchaﬂnge' amount
which is the amount established and agreed to by the related parties.




SOHO RESOURCES CORP.

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS -
MAY 31, 2006

(Unaudited — prepared by management)

8.

10.

11,

SEGMENTED INFORMATION

The Company operatés prin'Iarin in one reportable opérating segment, being the acquisition and

" exploration of resource properties:in Mexico. Geographlcal Informatlon is as follows:

May 31, February 28,
2006 20086
Capital assets are located in: : ‘ L o
Canada $ 28,017 $ 29,924

~ Mexico" Y ; ‘ ‘ T 4,717,971 - 3,750,625

$ 4,745,988 $3,780,549

FINANCIAL INSTRUMENTS

. The Company's financial instruments consist of cash, receivables, accounts payable and accrued

liabilities, obligation under share purchase agreement and Ioans payabIe ‘Unless otherwise noted, it is
management's opinion that the Company is not exposed to significant interest or credit risks arising from

. these financial instruments. The fair value of these financial mstruments approximates. their carrying

values, unless otherwise noted.

Financial‘ risk

.. The Company is exposed. to financial risk arising from fluctuations. in foreign exchange. rates and the
““degree of volatility of these rates. The Company does not use derivative mstrumentg to reduce its

exposure to foreign currency risk.

COMMITMENTS

",,‘The Company rents Its offlce premlses under an operatmg Iease unt|I JuIy 2010. The operatlng lease

commitment, including rent plus estimated common area costs, is approx1mately $55,000 per annum.

The Company also leases office eqmpment under an operating lease until July 2009, at a cost of $2,100

per annum.

SUBSEQUENT EVENTS

Subsequent to May 31, 2006, the Company:

a) Issued 50,000 common shares pursuant to the exercise of stock options, for cash proceeds of
$15,000.



