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GobiMin Inc.

Condensed Interim Statement of Financial Positionnaudited)

June 30, 2011
(Expressed in United States Dollars)

June 30, December 31, January 1,
2011 2010 2010
$ $ $
ASSETS
Current
Cash and cash equivalents, and time deposit (Note 5 39,808,289 37,442,778 77,851,902
Silver bullion (Note 6) - 9,549,403 -
Prepayments, deposits and other receivables (Note 7 19,312,872 19,206,004 6,827,929
Amount due from an investee company (Note 8) 5,243,493 3,631,270 39,200
Amount due from a related party (Note 9 (d)) 15,173,745 15,173,745 -
Total current assets 79,538,399 85,003,200 84,719,031
Non-current
Property, plant and equipment (Note 10) 5,882,037 5,860,376 627,670
Equity investments (Note 11) 7,576,134 7,617,133 2,903,460
Available-for-sale financial assets (Note 12) 216,975 223,174 -
Other financial assets (Note 13) 16,550,914 16,548,801 -
Amount due from an investee company (Note 8) 1,981,691 1,981,691 -
Amount due from related parties (Note 9) 1,931,035 1,893,564 1,572,148
Total non-current assets 34,138,786 34,124,739 5,103,278
Total assets 113,677,185 119,127,939 89,822,309
LIABILITIES
Current
Other payables and accrued liabilities (Note 14) 27,412,299 28,229,706 964,150
Deferred gain on disposal of equity investmentsté¢Nal) 5,682,689 5,682,689 -
Total current liabilities 33,094,988 33,912,395 964,150
Total liabilities 33,094,988 33,912,395 964,150
Commitments (Note 15)
SHAREHOLDERS’ EQUITY
Share capital (Note 16(a)) 26,445,414 28,874,192 29,267,506
Contributed surplus (Note16(c)) 3,704,913 3,744,717 5,857,898
Reserves (Note 17) 7,666 7,666 7,666
Retained earnings 46,585,990 48,751,294 52,462,914
Accumulated other comprehensive income (Note 18) 1,562,102 1,561,563 -
Equity attributable to shareholders of the Company 78,306,085 82,939,432 87,595,984
Non-controlling interests (Note 19) 2,276,112 2,276,112 1,262,175
Total shareholders’ equity 80,582,197 85,215,544 88,858,159
Total liabilities and shareholders’ equity 113,6771,85 119,127,939 89,822,309

The accompanying notes form an integral part of these Financial Statements.

Signed on behalf of the Board of Directors of the @mpany on August 15, 2011 by:

(Signed)
Felipe Tan
Director

(Signed)

Hubert Marleau

Director



GobiMin Inc.

Condensed Interim Statement of Comprehensive Los$)(audited)

For the quarter ended June 30, 2011
(Expressed in United States Dollars)

Three Months Three Months  Six Months  Six Months
Ended Ended Ended Ended
June 30, 2011 June 30, 2010June 30, 2011 June 30, 2010
$ $ $ $
Revenue - - - -
Cost of sales - - - -
Depreciation - - - -
Selling and distribution cost - - - -
Gross profit - - - -
Other revenue and gains (Note 20) 232,311 65,080 376,796 128,959
General and administrative expenses (1,060,210) (748,752) (1,842,390) (1,495,293)
Stock based compensation (Note 16(c)) (52,459) (45,002) (108,695) (90,599)
Impairment loss in available-for-sale financial (5,890) - (6,199) -
assets (Note 12)
Equity gain / (loss) in investment (Note 11) 19,174 14,226 (40,998) 35,177
Operating loss (867,074) (714,448) (1,621,486) (1,421,756)
Exchange (loss) / gain (41,041) 565,901 (50,758) 51,693
Losses before tax and non-controlling interests (80115) (148,547) (1,672,244) (1,370,063)
Income tax - - - -
Losses before non-controlling interests (908,115) (148,547) (1,672,244) (1,370,063)
Non-controlling interests (Note 19) - - - -
Net losses for the period (908,115) (148,547) (1,672,244) (1,370,063)
Other comprehensive income, net of tax
Foreign currency translation differences - (547,931) 539 (86,423)
Comprehensive loss for the period (908,115) (696,478) (1,671,705) (1,456,486)
Net losses per shar@\ote 16(f))
Basic (0.014) (0.002) (0.026) (0.020)
Diluted (0.014) (0.002) (0.026) (0.020)
Weighted average number of shares outstanding Share Share Share Share
(Note 16(f))
Basic 63,568,386 68,108,379 64,580,047 68,190,993
Diluted 63,568,386 68,482,659 64,580,047 68,579,917

The accompanying notes form an integral part of these Financial Statements.



GobiMin Inc.

Condensed Interim Statement of Changes in Equity (bhudited)
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

Accumulated

Other Non-
Share Contributed Retained Comprehensive Controlling Total
Capital Surplus Reserve Earnings Income Interests Equity
$ $ $ $ $ $ $
Balance as at 29,267,506 5,857,898 7,666 52,462,914 - 1,262,175 88,858,159
January 1, 2010
Net losses for the period - - - (1,370,063) - - (1,370,063)
Dividend paid - - - (833,629) - - (833,629)
Share buy-back (365,605) - - - - - (365,605)
Options exercised 29,741 (8,537) - - - - 21,204
Options cancelled - (27,018) - 27,018 - - -
Stock based - 90,598 - - - - 90,598
compensation
Other comprehensive - - - - (86,423) - (86,423)
loss
Balance as at 28,931,642 5,912,941 7,666 50,286,240 (86,423) 1,262,175 86,314,241
June 30, 2010
Balance as at 28,874,192 3,744,717 7,666 48,751,294 1,561,563 2,276,112 85,215,544
January 1, 2011
Net losses for the period - - - (1,672,244) - - (1,672,244)
Dividend paid - - - (641,006) - - (641,006)
Share buy-back (2,428,778) - - - - - (2,428,778)
(Note 16(a))
Options cancelled (Note - (148,499) - 147,946 - - (553)
16(c))
Stock based - 108,695 - - - - 108,695
compensation
(Note 16(c))
Other comprehensive - - - - 539 - 539
income (Note 18)
Balance as at 26,445,414 3,704,913 7,666 46,585,990 1,562,102 2,276,112 80,582,197

June 30, 2011

The accompanying notes form an integral part of these Financial Statements.



GobhiMin Inc.

Condensed Interim Statement of Cash Flows (Unaudit)

For the quarter ended June 30, 2011
(Expressed in United States Dollars)

Three Months Three Months  Six Months  Six Months
Ended Ended Ended Ended
June 30, 2011 June 30, 2010June 30, 2011 June 30, 2010
$ $ $ $
Cash flows used in operating activities
Net losses for the period (908,115) (148,547) (1,672,244) (1,370,063)
Adjustments for items not involving cash:
- Amortization in general and administrative
expenses 89,012 56,867 179,749 113,176
- Stock based compensation 52,459 45,002 108,695 90,599
- Exchange loss / (gain) 41,041 (565,901) 50,758 (51,693)
- Pre-operation deferred asset expensed 315,606 - 509,391 -
- Impairment loss in available-for-sale financial
assets (Note 12) 5,890 - 6,199 -
- Equity (gain) / loss in investment (Note 11) (19,174) (14,226) 40,998 (35,177)
(423,281) (626,805) (776,454) (1,253,158)
Change in non-cash working capital items:
- Prepayments, deposits and other receivables (604,284) (285,559) (667,028) (201,837)
- Amount due from related parties (19,312) (117,261) (37,471) (117,261)
- Other payables and accrued liabilities (365,653) 680,243 (817,407) 391,646
- Amount due to an investee company - (29,586) - -
Net cash used in operating activities (1,412,530) (378,968) (2,298,360) (1,180,610)
Cash flows used in financing activities
Shares issued for cash from option exercise - - - 21,204
Options cancelled - - (553) -
Share buy-back (Note 16(d)) (1,657,003) (365,605) (2,428,779) (365,605)
Loan to an investee company - - - (1,914,294)
Loan to a related party - - - (14,657,686)
Net cash used in financing activities (1,657,003) (365,605) (2,429,332) (16,916,381)
Cash flows from/(used in) investing activities
Purchase of property, plant and equipment (181,726) (321,776) (201,410) (1,023,608)
Dividend paid (641,006) (833,629) (641,006) (833,629)
Dividend received from an investee company - - - 39,200
Proceeds from redemption of silver bullion - - 9,549,402 -
Amount due from an investee company 18,683,092 (3,652,562) (1,612,223) (3,652,562)
Acquisition of equity investment - - - (6,880,318)
Maturity of time deposit - 5,000,000 - 5,000,000
Net cash from/(used in) investing activities 17,86360 192,033 7,094,763 (7,350,917)
Increase/(decrease) in cash and cash equivalents 14,790,827 (552,540) 2,367,071 (25,447,908)
Effect of foreign exchange rate changes on cash (387,204) (1,560) (404,530)
Cash and cash equivalents at beginning of period 25,017, 462 48,437,711 37,442,778 73,350,405
Cash and cash equivalents at end of period 39,8082 47,497,967 39,808,289 47,497,967
Supplementary cash flow information
Interest received 173,013 64,642 84,977 118,604

The accompanying notes form an integral part of these Financial Statements.



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

1. CORPORATE INFORMATION

GobiMin Inc. (the “Company” or “GobiMin”) is a linkéd liability company incorporated in Canada unither

Canada Business Corporations Act. It is listedlenTtSX Venture Exchange, having the symbol GMN4/aa
Tier 2 mining issuer. Its registered office isuaied at Suite 1250, 120 Adelaide Street West, rtordntario

M5H 1T1, Canada.

The Company together with its subsidiaries (coMety the “Group”) is engaged in the development,
exploration and exploitation of mineral propertiggainly in the Xinjiang Uygur Autonomous Region
(“Xinjiang™) of the People’s Republic of China (“Gta").

2. BASIS OF PRESENTATION

a. Statement of compliance

These financial statements have been prepareccordgance with International Accounting StandardS)A4,
Interim Financial Reporting and International Ficiah Reporting Standards (“IFRS”) 1, using accoogpti
policies consistent with IFRS as issued by the rivattonal Accounting Standards Board (IASB) and
interpretations of the International Financial Reipg Interpretations Committee (IFRIC). The accin
policies followed in these financial statements thiee same as those applied in the interim finarst@tements
for the period ended March 31, 2011.

The impacts of the transition from Canadian Geheratcepted Accounting Principles (“Canadian GAARS)
IFRS on the financial position, financial perforrsanand cash flows of the Company and its subsaficare
explained in note 26. It also provides reconédia of equity and total comprehensive income fog t
corresponding comparative periods and at the ddtarsition under Canadian GAAP and IFRS.

These condensed interim financial statements shmeilcead in conjunction with the Company’s 2010itsad
financial statements.

b. Basis of measurement

The condensed interim financial statements haven Ipgepared on the historical cost basis, exceptter
revaluation of certain financial assets.

C. Functional and presentation currency

The functional and presentation currency of the Gamy is U.S. dollars.

d. Principles of consolidation

The condensed interim financial statements inclindeaccounts of the Company and all of its subseliaas
well as its investments in associates and its sbhmbe earnings of associates accounted for byethaty
method. All significant intercompany transactionsl &#alances have been eliminated.

e. Use of estimates and judgments

The preparation of the condensed interim finanstialements in conformity with IFRS requires the @any’s
management to make judgments, estimates and assomfitat affect the amounts reported in these eosed
financial statements and notes. Actual resultsctdiffer from those estimates.

-5-



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

Estimates and underlying assumptions are revieweanoongoing basis. Revisions to accounting estisnate
recognized in the period in which the estimatesevesed and in any future periods affected.

Significant areas requiring management to makenastis include valuation of available-for-sale ficiahassets,
other financial assets, rehabilitation provisionl &tock based compensation expense, and the deéioni of
estimated useful lives of property, plant and eogipt and mine development assets.

3. SIGNIFICANT ACCOUNTING POLICIES

a. Basis of Consolidation

® Subsidiaries:

Subsidiaries are entities controlled by the Comp&wuontrol exists when the Company has the poweot@rn
the financial and operating policies of an entityas to obtain benefits from its activities. Inesssng control,
potential voting rights currently exercisable amken into account. The financial statements of ididoses are
included in the condensed interim financial statei:iérom the date that control commences untildaie that
control ceases.

(i) Associated companies:

Associates are those entities in which the Comgeasysignificant influence, but not control, ovee financial
and operating policies. Significant influence iegarmed to exist when the Company holds betweem@®@
percent of the voting power of another entity, tam also arise if the Company holds less than 2€epeof an
entity if the Company has the power to be activalyolved and influential in policy decisions affexj the
entity.

Investments in associates are accounted for us$iagetjuity method and are recognized initially astco
Investment of the Group includes goodwill identifien acquisition, net of any accumulated impairniessges.
The condensed interim financial statements incthdeshare of the income and expenses and equitgnmervs
of equity accounted investees from the date tlgatifstant influence or joint control commences uttie date
that it ceases.

b. Foreign currency translation

Foreign currency accounts are translated into tbfars as follows:

At the transaction date, each asset, liabilityerexe and expense denominated in a foreign curtisricgnslated
into U.S. dollars by the use of the average exchaatgs of the year.

At the year-end date, unsettled monetary assetsliabilities are translated into U.S. dollars byingsthe
exchange rate in effect at the year-end date ancethted translation differences are recognizettrincome.

Exchange gains and losses arising on the retréorslat monetary available-for-sale financial assats treated
as a separate component of the change in fair @adeecognized in net income.

Exchange gains and losses on non-monetary avafiabale financial assets form part of the ovegalin or
loss recognized in respect of that financial inseent.

Non-monetary assets and liabilities that are meakat historical cost are translated into U.S.atslby using
the exchange rate in effect at the date of thalriansaction and are not subsequently restated.

-6 -



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

Non-monetary assets and liabilities that are meakat fair value or a revalued amount are trarclat® U.S
dollars by using the exchange rate in effect atdhte the value is determined and the related latms
differences are recognized in net income or otbenprehensive loss consistent with where the gailoss on
the underlying non-monetary asset and liability besn recognized.

C. Cash and cash equivalents

Cash and cash equivalents consists of cash, dedepusits and highly-liquid short term investmentthvan
initial term of 90 days or less.

d. Property, plant and equipment

)] Pre-exploration costs:
Pre-exploration costs are expensed in the perigdioh they are incurred.
(i) Mineral property acquisition and mine development osts:

The Company may hold interests in mineral propentyvarious forms, including prospecting licenses,
exploration and exploitation concessions, minegakés and surface rights. The Company capital@gsgnts
made in the process of acquiring legal title tsthproperties.

Property acquisition and mine development costs ramorded at cost. Pre-production expenditures are
capitalized until the commencement of productionnéMdevelopment costs incurred to expand operating
capacity, develop new ore bodies or develop mimasain advance of current production are capithlae
mineral assets. Mine development costs relateduteeist period production are charged to operatiass
incurred. Interest on financing attributable to enidevelopment is capitalized to mineral assets ewhil
construction and development activities at the ergpare in progress. When the property is placed i
production, those capitalized costs are includetthéncalculation of the amortization of mineraletss Mineral
assets are amortized on a straight-line basistbeeshorter of the estimated useful life of theetiss the life of

the mine.

(iii) Exploration expenditures:

Exploration expenditures on non-producing propsrtiecluding drilling and related costs, identifiadl having
development potential, as evidenced by a positbem@mic analysis of the project, are treated agralrmassets
and capitalized. Expenditures incurred on depasitgiguous with a known deposit which has undergane
positive economic analysis are treated as minexsgta and capitalized. Exploration expenditureproperties
prior to the establishment of a positive econonmalysis are expensed in the period in which theyicurred.
Drilling costs incurred during the production phdse operational ore control are charged to openstias
incurred.

(iv) Other Property, plant and equipment:

Other property, plant and equipment is stated stt less accumulated amortization and accumulatediment
losses. Cost includes all expenditures that aeetyr attributable to the acquisition of the asBefrrowing costs
on qualifying assets are capitalized until the agseapable of carrying out its intended use. Offreperty,
plant and equipment is amortized on a straight-basis over the estimated useful life of the asstt an
estimated residual value of 0 - 5%. The annuatet@gtion or amortization rates are as follows:

Leasehold land & buildings: 4.75%
-7 -



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

Leasehold improvement: 19% - 33.3%

Computer hardware & equipment: 19% - 33.33%
Motor vehicles & transportation equipment: 19% 925
Furniture, fixture and equipment: 9.5% - 33.33%

(V) Subsequent costs:

The cost of replacing part of an item within miexsset, property, plant and equipment is recogmnueen the
cost is incurred and it is probable that the furenomic benefits will flow to the Company, and ttosts can
be measured reliably. The carrying amount of the fhat has been replaced is expensed. Routinérsegrad
maintenance are expensed as incurred.

(vi) Impairment:

The carrying values of property, plant and equiptmane reviewed for indications of impairment at leac
reporting date. An impairment loss would be recegdiwhen the carrying amount of an asset exceeds th
estimated recoverable amount of the assets. Tbertof the impairment loss is calculated by theess of the
assets carrying value over its recoverable amount.

(vii) Reversal of impairment:

An impairment loss is reversed if there is indioatithat there has been a change in the estimagek tas
determine the recoverable amount. An impairmerd Issreversed only to the extent that the assers/iog
amount does not exceed the carrying amount thatdvoave been determined, net of amortization, if no
impairment loss had been recognized.

e. Income taxes

Income tax expense comprises current and defemczuine tax. Income tax expense is recognized imiecor
loss except to the extent that it relates to itemasgnized directly in shareholders’ equity.

Current income tax is the expected tax payablehentaxable income for the year, using tax ratestedaor
substantively enacted at the reporting date, arydaaijustment to income tax payable in respect evipus
years.

Deferred income tax is recognized using the ligbithethod, providing for temporary differences betw the
carrying amounts of assets and liabilities for fficial reporting purposes and the amounts usedafatibn
purposes. Deferred income tax is not recognizethennitial recognition of assets or liabilities antransaction
that is not a business combination, and at the timthe transaction, affects neither accountingine nor
taxable income. Deferred income tax is measurdtieatax rates that are expected to be appliednpdeary
differences when they reverse, based on the laak ltave been enacted or substantively enacted éy th
reporting date.

A deferred income tax asset is recognized to thliengxhat it is probable that future taxable peofiill be
available against which the temporary difference ba utilized. Deferred income tax assets are wadeat
each reporting date and are reduced to the extantttis no longer probable that the related temdfit will be
realized.



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

f. Employee benefits

® Defined contribution plans:

A defined contribution plan is a pension plan ungbich the Company pays contributions into a sdpaeatity.
Contributions to defined contribution plans, indhgl the employee pension schemes established iadaan
Hong Kong and the PRC, are expensed as incurredri@ations are reduced by contributions forfeibgtthose
employees who leave the schemes prior to vestihgifuthe contributions, where applicable.

(i) Stock based compensation expense:

The Company applies a fair value method of accaogrt all stock based compensation granted to grapk
The estimated fair value of the stock options grdns determined using the Black- Scholes optiaaimy
model, and is amortized to income on a straiglg-lrasis over the period in which the related sesviare
rendered, which is usually the vesting period,ajgplicable, over the period to the date an enegady eligible
to retire, whichever is shorter.

g. Revenue recognition

Interest income from financial assets is accrued time basis, by reference to the principal ontitag and at
the effective interest rate applicable, which ie thte that discounts estimated future cash rec#ippugh the
expected life of the financial asset to that assatt carrying amount.

Rental income is recognized on a straight linesbager the term of the lease.

Dividend income is recognized when the right teeree payment is established.

h. Earnings per share

The calculation of earnings per share is basethenveighted average number of shares issued asthoding.
Diluted earnings per share are calculated usingtrémesury stock method which includes the effecthef
exercise of dilutive elements.

i Rehabilitation Provision

The Company is subject to various government lamg r@gulations relating to environmental disturlesnc
caused by exploration and evaluation activitiese Teompany records the present value of the estihtaists of
legal and constructive obligations required togesthe exploration sites in the period in whicé tiligation is
incurred. The nature of the rehabilitation actastiincludes restoration, reclamation and re-veigetaif the
affected exploration sites.

The rehabilitation provision generally arises whie@ environmental disturbance is subject to govemtrtaws
and regulations. When the liability is recognizéltk present value of the estimated costs is caathlby
increasing the carrying amount of the related ngrassets. Over time, the discounted liability réased for
the changes in present value based on current trdig®unt rates and liability specific risks.

All the mine sites of the Group are in desert aneldorthern China and management believes thaliabgity
after the mine site retirement is immaterial. Theant of the liability will be subject to re-measorent at each
reporting period. It is possible that the Compargstimates of its ultimate mine site rehabilitatic@bilities
could change as a result of changes in regulattbesextent of environmental remediation requited, means
of reclamation or the cost estimates. Changestimates are accounted for prospectively from theopethe
estimate is revised.

-9-



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

The Company has not recorded a liability for itsatglitation provision.

j- Financial instruments

Financial assets and financial liabilities, inchgliderivatives, are recognized when the Compangrhes a
party to the contractual provisions of the finahdémestrument. All financial instruments are measled fair
value on initial recognition. Measurement in sulusad periods depends on whether the financialuinsnt has
been classified as held-for-trading, availabledale, held-to-maturity, loans and receivables,tbermfinancial
assets and liabilities.

Financial assets and financial liabilities heldHi@ding are measured at fair value with changethase fair

values recognized in earnings. Loans and receisabled other financial liabilities are measureamabrtized

cost and are amortized using the effective interexthod. Available-for-sale financial assets, giesied based
on the criteria that management does not hold tfeedbe purposes of trading, are presented asiments and
measured at cost less any identified impairmerst éasthey are unlisted investments and the fairevaf which

cannot be reliably measured.

The Company has made the following classifications:
® Cash and cash equivalents, time deposits and digebonds are classified as “assets held-for-
trading” and are measured at fair value.

(i) The 8% indirect unlisted equity interest in the Xia@opper Property is classified as “available-$afe”
and is measured at cost less impairment, if any.

(iii) The listed debentures are classified as “held-tasritg’ and are measured at amortized cost.

(iv) Prepayments, deposits and other receivables, antuenfrom related parties and investee company,
loan to a related party are classified as “loarsraceivables” and are recorded at amortized wedsth
upon their initial measurement is equal to their f@lue. Subsequent measurements are recorded at
amortized cost using the effective interest method.

(V) Other payables and accrued liabilities are classifas “other financial liabilities” and are initial
measured at their fair value. Subsequent measuteraenrecorded at amortized cost using the effecti
interest method.

Transaction costs are included in the initial daigyamount of all financial instruments.

k. Silver bullion

Silver bullion is classified as other asset andvdtisie as at December 31, 2010 is stated at theefeommitted
price.

l. Provisions and contingent liabilities

Provisions are recognised for other liabilitiesuocertain timing or amount when the Company hasgallor
constructive obligation arising as a result of atvent, it is probable that an outflow of econotenefits will
be required to settle the obligation and a relisgdémate can be made. Where the time value of ynane
material, provisions are stated at the presenevaluhe expenditure expected to settle the olitigat

Where it is not probable that an outflow of econorbenefits will be required, or the amount cannet b

estimated reliably, the obligation is disclosedaasontingent liability, unless the probability ofithiow of

economic benefits is remote. Possible obligationgse existence will only be confirmed by the ocence or
-10 -



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

non-occurrence of one or more future events, @@ disclosed as contingent liabilities unless ttodability of
outflow of economic benefits is remote.

m. Dividends

Dividends proposed or declared after the reportate are not recognized as a liability in the statet of
financial position.

n. Leasing

Leases are classified as finance leases whenewdeiins of the lease transfer substantially allribles and
rewards of ownership to the lessee. All other Is@se classified as operating leases.

The Company as lessor

Rental income from operating leases is recognized straight-line basis over the term of the raef¢lease.

The Company as lessee

Assets held under finance leasesare recognized as assets of the Company atféewralue at the inception of
the lease or, if lower, at the present value ofrtfieimum lease payments. The corresponding ligbibt the
lessor is recognized as a finance lease obligatiease payments are apportioned between finanegeshand
reduction of the lease obligation so as to achee®nstant rate of interest on the remaining balasfcthe
liability. Finance charges are expensed directly.

Rentals payable under operating leasesare expensed on a straight-line basis over the térthe relevant
lease. Benefits received and receivable as an timeeto enter into an operating lease are recogna® a
reduction of rental expense over the lease teria stmaight-line basis.

0. Related Parties

For the purposes of these financial statementartg [ considered to be related to the Company if:

® the party has the ability, directly or indirectlgrobugh one or more intermediaries, to control the
Company or exercise significant influence over @mnpany in making financial and operating policy
decisions, or has joint control over the Company;

(i) the Company and the party are subject to commotiaipn

(iii) the party is an associate of the Company or a j@nture in which the Company is a venturer;

(iv) the party is a member of key management persorfnileoCompany or the Company’s parent, or a
close family member of such an individual, or isemtity under the control, joint control or sigo#int

influence of such individuals;

(v) the party is a close family member of a party meférto in (i) or is an entity under the controlinjo
control or significant influence of such individaal

Close family members of an individual are thoseiffamembers who may be expected to influence, or be
influenced by, that individual in their dealingstivthe entity.

A transaction is considered to be a related paatysaction when there is a transfer of resourcexbligations
between related parties.

-11 -



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended June 30, 2011
(Expressed in United States Dollars)

4. FUTURE CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

At the date of authorization of these condenseaifiial statements, the following standards andpnégations
were issued but not yet effective.

Conceptual Framework for Financial Reporting Issued Effective Date

IFRS 1 - First-time Adoption of International Financial preting December 2010 Annual periods

Standards - Amendments regarding “Severe Hypetiofiaand beginning on or

Removal of Fixed Dates for First-time Adopters’pi@vide guidance after July 1, 2011
for entities emerging from severe hyperinflatior @o provide relief

for first-time adopters of IFRSs from having to @estruct

transactions that occurred before their date ofiten to IFRSs.

IFRS 7 - Financial Instruments: Disclosures - Amendmenrds tOctober 2010 Annual periods
enhance the disclosure requirements for transfefsmiancial assets beginning on or

that result in derecognition. after July 1, 2011
IFRS 9 - Financial Instruments: Amendments to provide goae on  October 2010 Annual periods
the classification and reclassification of finamciabilities, their beginning on or

measurement and the presentation of gains andslassdinancial after January 1,
liabilities designated at fair value through praiiitd loss. 2013

IAS 12 - Income Taxes - Amendments regarding Deferred Té@ecember 2010 Annual periods

Recovery of Underlying Assets to provide a prattegaproach for beginning on or

measuring deferred tax liabilities and deferred tssets when after July 1, 2012

investment property is measured using the fairevatodel.

IFRS 10- Consolidated Financial Statements: This standgpthces  May 2011 Annual periods
the current IAS 27 Consolidated and Separate FiaaStatements. beginning on or
The standard identifies the concept of control las determining after January 1,
factor in whether an entity should be included iitine consolidated 2013

financial statements of the parent company.

IFRS 12 - Disclosure of Interests in Other Entities: Thianslard May 2011 Annual periods
requires disclosures relating to an entity’s irgesen subsidiaries. beginning on or
after January 1,
2013
IFRS 13 - Fair Value Measurements: This standard defings fa May 2011 Annual periods
value, provides guidance on its determination antfoduces beginning on or
consistent requirements for disclosures on faneaheasurements. after January 1,
2013
Amendments to IAS 1 - Presentation of Items of Other May 2011 Annual periods
Comprehensive Income: The amendment provides gcédan the beginning on or
presentation of items contained in other comprakengcome after January 1,
(*OCI") and their classification within OCI. 2013
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5. CASH AND CASH EQUIVALENTS AND TIME DEPOSIT

As at June 30, 2011:

Denominated

Location Currency Amount US$ Equivalent
Canada CAD 160,105 161,135
Hong Kong HKD 258,110,161 33,218,811
China RMB 42,364,906 6,428,343
Total 39,808,289

As at December 31, 2010:

Denominated

Location Currency Amount US$ Equivalent
Canada CAD 267,621 269,343
Hong Kong HKD 276,860,901 35,632,034
China RMB 10,158,344 1,541,401
Total 37,442,778

The RMB is not freely convertible into other curcess. However, under China’s Foreign Exchange @bntr
Regulations and Administration of Settlement, Salel Payment of Foreign Exchange Regulations, the
Company is permitted to exchange RMB for other engies through banks authorized to conduct foreign
exchange business.

The fair market values of cash and cash equivabgmtsoximate their carrying values at the respeatiporting
date.

6. SILVER BULLION

The silver bullion represents the repayment frohin& Precision Material Limited (“China Precisionih
which the Company holds a 49% equity share holdih¢gpans made during the year ended December@1Q 2
and was covered by a fixed future redemption comnitt from China Precision for the same amount attwh
the silver bullion was transferred to the Company.

During the quarter ended March 31, 2011, the sibudlion was redeemed by China Precision at theesam
amount.

7. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

As at June 30, 2011, other than the prepaymenkpéreses and rental deposits, the balance of pregagm
deposits and other receivables are mainly congibby the following deposits and receivables.

On September 15, 2009, the Company entered intagagement to participate in the development of the
Sawayaerdun Gold Project by forming a joint ventiiajiang Tongyuan Minerals Ltd. (“Tongyuan”) inhich
GobiMin owned a 70% equity interest. As at June Al 1, $6,069,498 (RMB40,000,000) has been paid by
Tongyuan as deposit for obtaining the exploratind mining license of Sawayaerdun Gold Property (s#e

15).
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Pursuant to the share transfer agreement datedldu3010, GobiMin disposed of a 32% equity inteneshe
Yanxi Copper Property on July 22, 2010, while mdtag an 8% indirect unlisted equity interest in thanxi
Copper Property. The Company shall receive the irénta balance of the consideration in the form of
convertible bonds of $11,454,311 (HKD89,000,000pruffulfilment of the various conditions set outthre
share transfer agreement and the supplemental ragnéehereof and the successful granting of theingin
licence for the Yanxi Copper Property. Such reingjrtonvertible bonds to be received are classiigather
receivables (see also note 14).

8. AMOUNT DUE FROM AN INVESTEE COMPANY

The current portion of amount due from an investempany of $5,243,493 represents an advance toaChin
Precision in which the Company has an equity isteoé 49%. Such amount is unsecured, bears ittatese
rate of 2% per annum and without fixed repaymemhse

The non-current portion of the amount due from mrestee company is the unsecured, non-interesingear
shareholder loan totaling $1,981,691 (RMB13,060)088vanced to Faithful Million Limited, in which

GobiMin owns an indirect equity interest of 49%.eTlban was arranged to finance the developmenhef t
Balikun Coal Project in Xinjiang.

9. AMOUNT DUE FROM RELATED PARTIES

a) Amount due from related parties of $401,012 (Decan8i, 2010: $401,012) pertains to receivables
from Xinjiang Tongxing Minerals Ltd. (“Tongxing”)or Chinese exploration services on its exploration
projects.

b) Amount due from related parties of $1,210,464 (Dewer 31, 2010: $1,172,993) pertains to
receivables from minority shareholders of Tongytian Chinese exploration services on its current
exploration projects.

c) Tongyuan has paid a deposit of $319,559 (DecembeP@®L0: $319,559) to its minority shareholders
for exploration services to the Sawayaerdun Godjeet.

d) The Company advanced an interest bearing loart'[(then”) totaling $15,173,745 (RMB100,000,000)
to a minority shareholder of the Company’s investempanies, Xinjiang Ruide Minerals Ltd. and
Balikun Yinxin Minerals Investments Ltd. (“Balikuviinxin™), pursuant to the agreements in respect of
the acquisition of the indirect equity interest2df.49% in the Balikun Coal Project in Xinjiang. h&
Loan is secured against a pledge of the equitydate of a mining company which owns a nickel-
copper project in Hami, Xinjiang. Pursuant to thedsagreements, a second installment of the
acquisition consideration of $15,173,745 (RMB100,000) is payable to the vendor upon receipt of an
approval from National Development & Reform Comriuas(“NDRC Approval”) to be obtained by
Balikun Yinxin on or before September 30, 2011. bpeceipt of the NDRC Approval, the payment of
the second installment will be settled by offsettivith the Loan.

The transactions with related parties are measatrédte exchange amount, which is the amount ofideregion

established and agreed by the parties. Exceptdor {d), the balances with related parties are aured, non-
interest bearing and without fixed repayment term.
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10. PROPERTY, PLANT AND EQUIPMENT

Compute
Leaseholt Furniture  hardware
Mineral land & Leaseholc fixture & & Motor
assets buildingimprovementequipment equipment vehicles Total
Cost: $ $ $ $ $ $ $
Balance at January 1, 2010 - - 128,85% 34,294 20,474 830,94% 1,014,56¢
Exchange differences - - 66 86 580 22,726 23,458
Additions 2,176,257 2,967,993 14,501 313,777 27,174 - 5,499,702
Disposals - - (6,748) (12,375) (4,897) (43,025) (67,045)
Balance at December 31, 2010 2,176,25"  2,967,99! 136672 335,782 43,331 810,64¢ 6,470,68:
Additions - 136,564 30,347 32,839 1,660 - 201,410
Balance at June 30, 2011 2,176,257 3,104,557 167,019 368,621 44,991 810,646 6,672,091
Depreciation and impairment
losses:
Balance at January 1, 2010 - - (70,418) (20,188) (3,145) (293,145) (386,896)
Exchange differences - - 10¢ 71 (65) (6,378) (6,266)
Depreciation for the year - (70,484) (41,023) (27,342) (8,718) (127,227) (274,794)
Disposals - - 6,820 7,509 2,448 40,874 57,651
Balance at December 31, 2010 - (70,484)  (104,515) (39,950) (9,480) (385,876) (610,305)
Depreciation for the period - (71,622) (17,435) (24,984) (4,139) (61,569) (179,749)
Balance at June 30, 2011 - (142,106) (121,950) (64,934) (13,619) (447,445) (790,054)
Carrying amounts:
At January 1, 2010 - - 58,43t  14,10€ 17,32¢ 537,80 627,67(
At December 31, 2010 2,176,257 2,897,509 32,157 295,832 33,851 424,770 5,860,376
At June 30, 2011 2,176,257 2,962,451 45,069 303,687 31,372 363,201 5,882,037

11. EQUITY INVESTMENTS

Equity investments represent the Company’s equotgrésts of

(2) 40% - 50% in each of the four joint ventures foplexation of nickel, copper, gold, lead and zinc
projects in Xinjiang, China;

(2) 49% in China Precision which is engaged in megalitrg, predominately silver; and

3) 49% in Hami Coal Corporation (“Hami Coal”) for tlievelopment of the Balikun Coal Project in
Xinjiang, China. Please also see note 9(d) forsmond installment of consideration of $15,173,745
(RMB100,000,000) payable for the Balikun Coal Pcbje

GobiMin formerly owned a 40% indirect equity intsten Tongxing which is engaged in exploration and
development of the Yanxi Copper Property. GobiMas ltkompleted the disposal of a 32% equity inténedte
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Yanxi Copper Property on July 22, 2010, retaining3&o indirect unlisted equity interest which issdlified as
available-for-sale financial assets as mentionatbie 12 (see also note 14).

The Company accounts for its investments on edpdsis, which is carried at cost, adjusted for tben@any’s
proportionate share of the undistributed earnings l@sses of all the above joint ventures. Durihg $ix
months and three months ended June 30, 2011, tmpalty recorded a $40,998 equity loss and $19,1idldyeq
gain respectively (six months and three months @ndiene 30, 2010: $35,177 and $14,226 equity gain
respectively) in the investments. It mainly resdilfeom the equity loss in Hami Coal of $280,313teetoff
against the equity gain in China Precision of $283 for the six months ended June 30, 2011.

12. AVAILABLE-FOR-SALE FINANCIAL ASSETS

The Company formerly owned a 40% indirect equityriest in Tongxing which is engaged in the explorat
and development of the Yanxi Copper Property. Thenf@any has completed the disposal of a 32% equity
interest in the Yanxi Copper Property on July 221@and the remaining 8% indirect unlisted equitgiiest in
Tongxing is classified as available-for-sale finahassets. Since the equity interest in Tongxiogsdnot have a
guoted market price in an active market and itsvaiue cannot be reliably measured, it is measatexst less
any identified impairment loss (see also note 14).

During the six months and three months ended JOn2@.1, the Company recorded a $6,199 and $5&%6/e
loss respectively (June 30, 2010: $Nil) in the Ede-for-sale financial assets.

13. OTHER FINANCIAL ASSETS

Part of these financial assets represents the dirleebonds of $14.2 million (HKD110,000,000) issuby
China Daye Non-Ferrous Metals Mining Limited (“Chibaye”) as partial payment of the consideratiarttie
disposal of the 32% equity interest in the Yanxp@er Property as mentioned in note 14. The corbtertionds
are stated at $15,721,494 (HKD122,156,012) as eember 31, 2010 based on their fair value as detechby
an independent professional valuator. The direatgtimate that there is no significant changdénfair value
of the convertible bonds as at June 30, 2011.

The remaining balance of $0.8 million represengsttéld-to-maturity listed debentures held by thenfGany.

14. DEFERRED GAIN ON DISPOSAL OF EQUITY INVESTMENTS AND OTHER PAYABLES
AND ACCRUED LIABILITIES

Pursuant to the share transfer agreement datedldul®010 and the supplemental agreement datednibece
30, 2010, GobiMin disposed of a 32% equity intefasthe Yanxi Copper Property on July 22, 2010 ehil
retaining an 8% indirect unlisted equity interéhe Company received the cash consideration of287007
(HKD60,000,000) and the first lot of convertiblenas of $14,157,014 (HKD110,000,000). The applwafor
mining license of the Yanxi Copper Property ishe fprocess. After the mining license of the Ya@rpper
Property is granted, the Company shall receivditia lot of convertible bonds. Pursuant to thedsajreements,
should the mining license not be granted by Augdst2011, the Company guarantees to refund toukerkall
the consideration received and in return, the bapeil transfer the interest in the Yanxi Coppeyperty back
to the Company.

The deferred gain on disposal of the 32% equitgrést in the Yanxi Copper Property of $5.7 milliepresents
the cash received of $7.7 million, convertible b®neceived of $14.2 million, convertible bonds reable of
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$11.5 million, netted off against the share of tsas at June 21, 2010 of $0.9 million and thoselpas and
accrued liabilities as follows:

Other Payables and Accrued Liabilities

As at June 30, 2011, the balance of other payaldsaccrued liabilities are mainly contributed bg payable
for the mining license fee, tax, stamp duty andtezl payments of $26.8 million arising on the dssp®f the
Yanxi Copper Property.

15. COMMITMENTS

As at June 30, 2011, there are capital commitmehtsipproximately $1,924,906 (December 31, 2010:
$1,284,997) that the Group had contracted, bupratided for.

On September 10, 2009, the wholly owned subsidifgobiMin, Xinjiang Weifu Mining Limited, entereiato

an agreement with Xinjiang Baodi Mining Company andubsidiary of Brigade No. 2 of Xinjiang Bureau o
Geology and Mineral Resources to form a joint vemtaompany, Tongyuan, for the development of the
Sawayaerdun Gold Project in Xinjiang, China. GoliMpgreed to invest $7,328,844 (RMB50,000,000) shca
to Tongyuan for its 70% equity interest. The coesation for acquiring the exploration and miningcelise of
the Sawayaerdun Gold Property is $6,669,247 (RM&EXHD00) and Tongyuan has paid a deposit of
$6,069,498 (RMB40,000,000) as at June 30, 2011.r&éhmining commitment of $834,556 (RMB5,500,000)
will be paid based on the progress on the tramgfdre exploration and mining licenses to Tongyuan.

On April 7, 2010, Tongyuan entered into an agredrfanexploration service relating to the Sawayaercold
Project. The contracted amount is $674,254 (RMB2@I0) and Tongyuan has paid a deposit of $319,559
(RMB2,106,000) as at June 30, 2011. The remaindimgnaitment is $378,433 (RMB2,494,000).

As at June 30, 2011, the Company has approxim&eéhi, 917 (December 31, 2010: $72,008) remaining
commitment in the operating leases of its Hong Kd&ltgna and Canada offices.

16. SHARE CAPITAL AND STOCK OPTIONS

a. Common Shares
Numbe Amount

Authorized: $
Unlimited number of common shares

Issued and outstanding:
Balance at January 1, 2010 68,257,302 29,267,506
Shares issued for options exercise 1,046,400 1,064,910
Shares bought back and cancelled (3,412,865) (1,458,224)
Balance at December 31, 2010 65,890,837 28,874,192
Shares issued for options exercise - -
Shares bought back and cancelled (2,978,500) (2,428,778)
Balance at June 30, 2011 62,912,337 26,445,414
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b. Preferred Shares

GobiMin did not issue or authorize any preferredrsh

C. Contributed Surplus

$
Balance at January 1, 2010 5,857,89¢
Charge from share buy-back (62,749)
Options exercised (412,825)
Stock based compensation expense 315,902
Options cancelled (1,953,509)
Balance at December 31, 2010 3,744,717
Stock based compensation expense 108,695
Options cancelled (148,499)
Balance at June 30, 2011 3,704,913
d. Normal Course Issuer Bid

On January 4, 2011, GobiMin announced that it itéehto renew its normal course issuer bid to rdmase up

to an additional 3,294,541 common shares, represgrpproximately 5% of the then common shares

outstanding. Purchases are made in accordanceapjihiicable regulations over a maximum period of 12

months ending January 31, 2012. During the six hmominded June 30, 2011, a total of 2,978,500 common
shares were repurchased for an aggregate cost, 428278 (CAD2,413,250). All shares repurchased ar

returned to treasury for cancellation.

e. Stock Options

On May 26, 2005, the Company adopted a resolutemtalling all of its outstanding stock option plaarsd
creating a new stock option plan to grant optiangs employees, directors and officers to purcha@samon
shares. A number of 6,700,000 (2010: 6,700,000)ncomshares were reserved for issuance pursuaheto t
exercise of options to be granted under the plan.

Status of the outstanding employee stock option anthanges during the period:

Six months ended Six months ended
June 30, 2011 June 30, 2010

Weighted Weighted
Number of Average  Number of Average
Options  Exercise Price Options Exercise Price
$ $
Outstanding, beginning of period 2,519,400 1.14 3,256,4C 1.76
Forfeited (153,400) 1.64 (37,000 1.20
Exercised - (25,000 0.71
Outstanding, end of period 2,366,000 1.10 3,194,440 1.78
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Summary of the employee stock options outstandinocnd exercisable at June 30, 2011:

Weighted Weighted
Average Weighted Average Weighted
Number of  Remaining Average Number of Remaining Average
Exercise Exercise Options  Contractual Exercise Options Contractual Exercise
Price Price Outstanding Life Price Exercisable Life Price
CAD $ (Years) $ (Years) $
3.60 3.61 196,000 1.09 3.61 156,800 1.09 3.61
1.10 1.06 770,000 0.17 1.06 770,000 0.17 1.06
1.10 1.06 99,000 2.17 1.06 59,400 2.17 1.06
0.79 0.76 1,000,000 2.00 0.76 300,000 2.00 0.76
0.79 0.76 301,000 4.00 0.76 60,200 4.00 0.76
2,366,000 1.59 1.10 1,346,400 0.94 1.27

Stock Based Compensation

The Company determines fair value of the employeeksoptions using the Black-Scholes option priaimgdel.
In determining the fair value of these employeelstaptions, the following assumptions were used:

June 30, 2011

Risk free interest rate: 1.01%
Expected life: 1-5 years
Expected volatility: 48%
Dividend yield: 0-1%

f. Basic and Diluted Losses Per Share

Three months ended Three months ended

June 30, 2011 June 30, 2010

Net losses available to shareholders

Basic and diluted (908,115) ($148,547)
Weighted average number of shares outstanding

Basic 63,568,386 68,108,379

Effect of dilutive stock options - 374,280

Diluted 63,568,386 68,482,659

Losses per share (basic) ($0.014) ($0.002)

Losses per share (diluted) ($0.014) ($0.002)
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Six months ended
June 30, 2011

Six months ended
June 30, 2010

Net losses available to shareholders

Basic and diluted (1,672,244) ($1,370,063)
Weighted average number of shares outstanding

Basic 64,580,047 68,190,993

Effect of dilutive stock options - 388,924

Diluted 64,580,047 68,579,917

Losses per share (basic) ($0.026) ($0.020)

Losses per share (diluted) ($0.026) ($0.020)

17. RESERVES

There was no movement in reserves for the six nsoelded June 30, 2011.

18. ACCUMULATED OTHER COMPREHENSIVE INCOME

Accumulated other comprehensive income represestsunrealized exchange gain on translation of self-
sustaining foreign operations.

19. NON-CONTROLLING INTERESTS

Non-controlling interests represent the 30% equitgrest in Tongyuan held by minority shareholders.

20. OTHER REVENUE AND GAINS

The Company recognized $232,311 (Q2 2010: $65,08@r revenue and gains this quarter, of which §il/3
(Q2 2010: $64,642) represents interest income &%R88 (Q2 2010: $Nil) represents rental incomenftbe
office building in Xinjiang.

21. SEGMENTED INFORMATION

The Company conducted its business as a singlatpgrsegment, being the development, exploratimh a
exploitation of mineral properties. It has no mitlepperation after the disposal of the two opesubsidiaries

in February 2009. All mineral property interestsl @apital assets were located in China. Beforaltbigosal, all

of the Company’s revenues were derived from Chomaces and the Company had only one customer during
the period covered by the related consolidatechfirz statements.

22. FINANCIAL INSTRUMENTS

All financial instruments are classified into aidefl category, namely, held-to-maturity investmghtdd-for-
trading financial assets or financial liabilitiésans and receivables, available-for-sale finaresalets, and other
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financial liabilities. The carrying values of th@@pany’s financial instruments are classified ithite following
categories:

June 30, 2011 December 31, 21T

$ $
Held-for-trading (a) 55,529,783 53,164,27
Loans and receivables (b) 43,642,836 43,024,30
Held-to-maturity (c) 829,420 827,30°
Available-for-sale (d) 216,975 223,17-
Other financial liabilities (e) 27,412,299 28229,70t

(a) Cash and cash equivalents and convertible bonds/egbare measured at fair value.

(b) Amount due from an investee company, amount dum frelated parties, loan to a related party,
prepayments, deposits and other receivables arsumeshat amortized cost.

(© The listed debentures are measured at amortizeéd cos

(d) The 8% indirect unlisted equity interest in the XaiCopper Property is measured at cost less
impairment losses, if any.

(e) Other payables and accrued liabilities are measatrachortized cost.

Fair value of financial instruments

The fair value of financial instruments represehts amounts that would have been received fromaat {o
counterparties to settle these instruments. Theyingramount of all financial instruments clasdifias current
approximates their fair value because of the smatiurities and normal trade terms of these instruselhe
fair value of other financial instruments disclosedhe financial statements are based on the Coyp&est
estimates using present value, quoted market paicgther valuation techniques that are signiflgaaffected
by the assumptions used concerning the amountsiraimdy of estimated cash flows and discount ratbgckv
reflect varying degrees of risk.

Risks arising from financial instruments and risk management

The Company is exposed to various types of maik&s,rincluding changes in foreign exchange rades,
interest rates in the normal course of business. CTampany’s overall risk management program focoses
mitigating these risks on a cost-effective basise Toroup’s policy is to use derivatives only formaging
existing financial exposures but not for tradingpeculative purpose.

Exchange Rate Risk

The Company generates revenues and incurs expesgpumarily in Canada, Hong Kong and China and is
exposed to risk from changes in foreign currendgstaln addition, the Company holds financial assetd
liabilities in foreign currencies that expose thenfpany to foreign exchange risks. A significantra®in the
currency exchange rates between the U.S. dolltagve= to the Hong Kong dollars, RMB as well as @dian
dollars could have an effect on the Company’s fardrposition and cash flows. The Company has edgkd

its exposure to currency fluctuations.

Many foreign currency exchange transactions invig\RMB, including foreign exchange transactionseauritie
Company’s capital account, are subject to foreixghange controls and require the approval of th€ Biate
Administration of Foreign Exchange. Developmentstieg to the PRC’s economy and actions taken ley th
PRC government could cause future foreign exchaaigs to vary significantly from current or histd rates.
The Company cannot predict nor give any assurahite future stability. Future fluctuations in exalge rates
may adversely affect the value, translated or cdaddanto U.S. dollars of the Company’s net asset$ profits
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and any declared dividends. The Company cannotagiyeassurance that any future movements in theagge
rates of RMB against the U.S. dollars and otheeifpr currencies will not adversely affect its résubf
operations, financial condition and cash flows.

As at June 30, 2011 with other variables unchangetl% strengthening (weakening) of the Chinese RMB
against the Canadian dollar would have increasedréased) net income and other comprehensive inbothe
by $0.13 million.

Credit Risk

The Company is exposed to credit risk with respeatash equivalents, other receivables, amountsfrdoe
investee companies, loan to a related party, arsalue from related parties and other financialtasSave for
the convertible bonds and held-to-maturity listethehtures which are stated at its fair value anoréred cost
respectively, the carrying amount of these assetsided on the balance sheet represents the maxuonentit
exposure. There is a concentration of credit rigsireg from the convertible bonds received on digp@f the
Yanxi Copper Property and the amount due from atedl party which are stated at $15,721,494 and
$15,173,745 respectively as at June 30, 2011. jtanant believes that the risk of credit loss oncthrevertible
bonds and the loan to the related party is miniasathe issuer of the convertible bonds is a HonggKlsted
company and the loan to the related party is falgured by an equity pledge. The cash equivalestsal
deposits at banks. None of the cash equivalents imessset backed commercial paper products. Thep&@ay
has deposited the cash equivalents in banks that mamimum requirements for quality and liquiditg a
stipulated by the Company’s Board of Directors. gegment believes the risk of loss to be remote.

Liquidity Risk

Liquidity risk is the risk that the Company may eunter difficulties in meeting obligations assoethtwith
financial liabilities. As at June 30, 2011, the G@my was holding cash and cash equivalents of 88289.
The Company has determined that the cash and cpstakents from previous financings will be morarth
sufficient to fund its requirements for investmeimtsvorking capital and capital assets. The to2d,812,299
financial liabilities are due within one year.

Interest Risk

As the Company has no significant variable intebestring assets and liabilities, the Company’s meand
operating cash flows are substantially independeabhanges in market interest rate.

Financial instrument

The fair value hierarchy under by IFRS 7 “Finandiastruments — Disclosures” establishes three setel
classify the inputs to valuation techniques usemhi¢asure fair value. The fair value hierarchy ifolews:
Level 1 - Quoted (unadjusted) prices for identasdets or liabilities in active markets.
Level 2 - Inputs other than quoted prices includethin Level 1 that are observable for the asset or
liability, either directly or indirectly, including
¢ Quoted prices for similar assets/liabilities iniaetmarkets;
. Quoted prices for identical or similar assets im-active markets (few transactions,
limited information, non-current prices, high vdaiigly over time);

. Inputs other than quoted prices that are obsenfablihe asset/liability (e.g interest rates,
yield curves, volatilities, default rates, etcpfa
. Inputs that are derived principally from or corrodied by other observable market data.

Level 3 - Unobservable inputs that cannot be canated by observable market data.
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The Company’s financial assets are measured atdhie as follows:

Fair Value Measurements at Reporting Date Using

Level 1 Level 2 Level 3 Total
$ $ $ $

June 30, 2011
Cash and cash equivalent 39,808,289 - - 39,808,289
Convertible bonds - - 15,721,494 15,721,494

39,808,289 - 15,721,494 55,529,783
December 31, 2010
Cash and cash equivalent 37,442,778 - - 37,442,778
Convertible bonds - - 15,721,494 15,721,494

37,442,778 - 15,721,494 53,164,272

23. CAPITAL MANAGEMENT

The Company’s objectives of capital managementiraemded to safeguard the entity’s ability to suppbe
Company’s normal operating requirement on an orggdiasis, continue the development, exploration and
exploitation of its mineral properties, and sup@oty expansionary plans. The capital of the Compangunted

to $78,306,085 consists of the items included aredmolders’ equity. The Board of Directors doeseagtablish

a quantitative return on capital criteria for mag@gnt but promotes year-over-year sustainablereggrowth
targets. The Company manages the capital struahdenakes adjustments to it in light of changescionomic
conditions and the risk characteristics of the uydeg assets.

The Company is not subject to externally imposeaitabrequirements.

24. ECONOMIC DEPENDENCE

The Company conducts its business as a single topersegment, being the development, exploratioth an
exploitation of mineral properties. All mineral perty interests and capital assets are locatedhiinaC

25. RELATED PARTY TRANSACTIONS

a. Key management compensation

The remuneration of key management and directorthésix months ended June 30, 2011 is as follows:

June 30, 2011 June 30, 2010
$ $
Short-term benefits and director fees 248,641 225,658
Stock based payments 68,497 52,187
317,138 277,845

b. Rental income

The rental income from related parties for themsonths ended June 30, 2011 is as follows:
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June 30, 2011 June 30, 2010
Lessee Relationship $ $
Xinjiang Tongxing Minerals Ltd. Available-for-sale 15,174 3,793
financial assets
Xinjiang Tian Mu Resources Co. Ltd. Common director 12,139 12,139
and shareholder
27,313 15,932

C. Advances to other related parties

Advance made by the Company to related partielseatjtiarter end were disclosed as amount due froestee
companies and related parties in notes 8 and ®r@lan the aforementioned, there were no otheifgignt
related party transactions requiring disclosurd@financial statements.

26. IFRS TRANSITION FROM PREVIOUS CANADIAN GAAP

The Company’s condensed financial statements ®yé#ar ending December 31, 2011 will be the firstuzal
financial statements that comply with IFRS. The @any has prepared its opening IFRS statement andial
position by applying existing IFRS standards ireeffat the release of these condensed financianseats.
However, the opening IFRS statement of financiaifumn and the December 31, 2010 comparative stieof
financial position presented in condensed finarstiaiements for the year ending December 31, 2Ghdiffer
from those presented at this time if there are ghano IFRS standards that require retroactivesauent.

As stated in note 2, these financial statementpm@eared in accordance with IFRS. The accountaligips in

note 3 have been applied in preparing the condensexdm financial statements for the period endade 30,
2011, the comparative information presented in dhesndensed financial statements for the year ended
December 31, 2010 and in preparation of an opdiiR& statement of financial position at Januargai,0.

In preparing its opening IFRS statement of finanpiasition, the Company has adjusted amounts regort
previously in condensed financial statements pexpan accordance with previous Canadian GAAP. An
explanation of how the transition from previous &dian GAAP to IFRS has affected the Company’s firan
position, financial performance, and cash flowsasout below.

IFRS 1 First-time Adoption of International FinasicReporting Standards sets forth guidance forirtitel
adoption of IFRS. Under IFRS 1, the standards gmied retrospectively at the transitional stateteh
financial position date with all adjustments toedssand liabilities charged or credited to retaieachings unless
certain exemptions are applied. The Company hakeapihe following exemptions to its opening stagenof
financial position as at January 1, 2010:

a. Business Combinations

IFRS 1 indicates that a first-time adopter may tetext to apply IFRS 3 Business Combinations retotpely
to business combinations that occurred before #te df transition to IFRS. The Company has utilizieid
election and has therefore applied IFRS 3 onlyusiress combinations that occurred on or after algni,
2010.

The Company’s 50% interest in Xinjiang Xinya Minksraimited (without controlling power) was recordby
proportionate consolidation in the Company’s coidsted financial statements under Canadian GAAP.
However, under IFRS 3, the assets and liabiliteumed should be recorded at fair value to themxof the
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acquirer’'s percentage ownership of the acquiredyeats equity investments.

An exemption under IFRS 1 makes it possible to dvestatement of business combinations that toakepl
prior to the date of transition to IFRS. The Comphas decided not to restate business combinati@aidook

place prior to January 1, 2010 and there is no anpa the shareholders’ equity. The expected impact
opening figures is the re-classification of certagsets and current liabilities to long term inresits. The
Company will apply IFRS 3 prospectively for busimesmbinations occurring after January 1, 2010.

b. Share-based Payment Transactions

IFRS 1 encourages, but does not require, first-mepters to apply IFRS 2 Share-based Paymentuityeq
instruments that were granted on or before NovenheR002, or equity instruments that were granted
subsequent to November 7, 2002 and vested befertatier of the date of transition to IFRS and Jand,
2005. The Company has elected not to apply IFRSdptions that vested prior to January 1, 2010ciwhiave
been accounted for in accordance with Canadian GAAR effect of applying IFRS 2 to unvested optiahs
the transition date was to reduce retained earnyg$0.3 million as at January 1, 2010, with arsefting
adjustment to contributed surplus and accumulatiier comprehensive income.

Under IFRS

. Each tranche of an award with different vestliages is considered a separate grant for the adilmulof
fair value, and the resulting fair value is amartiover the vesting period of the respective trasch

. Forfeiture estimates are recognized in the petiey are estimated, and are revised for actufdifores

in subsequent periods.

Under Canadian GAAP

. The fair value of stock based awards with gragesting are calculated as one grant and the negudétir
value is recognized on a straight-line basis dwenesting period.
. Forfeitures of awards are recognized as theurocc

As a result of the different calculation methodaofiortization period, the effect of applying IFRSvAs to
increase the stock based compensation expense inatiier stage of the vesting period while lowgrthe
relevant expenses in the later stage. The impatteadCompany for the year ended December 31, 2G40 w
insignificant as most of the share option fair ealvere amortized as of December 31, 2009.

For cancelled or forfeited options, no transact®mequired under Canadian GAAP while the fair eabf
cancelled or forfeited options are required to é&eersed from contributed surplus to retained egmimder
IFRS.

For the year ended December 31, 2010, the Commamayded cancelled or forfeited share options iratheunt
of $2.0 million.

C. Estimates

In accordance with IFRS 1, an entity’s estimatedeudlFRS at the date of transition to IFRS mustdesistent
with estimates made for the same date under theéopie GAAP applied, unless there is objective enigethat
those estimates were in error. The Company’s IFR8nates as of January 1, 2010 are consistent itgith
Canadian GAAP estimates for the same date.

d. Accounting for exploration expenditures on propertes prior to the establishment of a positive
economic analysis

Both Canadian GAAP and IFRS allow the choice oftediping or expensing exploration costs. The Conys
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policy under Canadian GAAP has been to capitalizexploration costs. Management planned to comdiake
option to capitalize exploration costs except fbose exploration expenditures on properties priothie
establishment of a positive economic analysis. UNERS, those exploration expenditures are expeirséuke
period they are incurred.

The impact of such a change would be that greateuats will be expensed. As this change must béeappn
a retroactive basis, amounts previously capitalizeder Canadian GAAP will be written off and chatde
deficit as at January 1, 2010. This adjustmeakgected to decrease shareholders’ equity by $li6mm

e. Cumulative Translation Differences

IFRS 1 allows that the cumulative translation difeces for all foreign operations be deemed zetoeatlate of
transition to IFRS, with future gains or losses sabsequent disposal of any foreign operations tdude
translation differences arising from periods ptmthe date of transition to IFRS. The Company widke this
election and deem all cumulative translation dédferes to be zero on transition to IFRS as at Jariya2010
and absorbed the previously accumulated cumulativeslation balance into retained earnings.

f. Presentation of Property, Plant and Equipment

IFRS requires that significant parts of an assald@eciated separately and that depreciation cormasewhen
the asset is available for use. There will bempadct on shareholders’ equity.

IFRS also permits property, plant and equipmeiietoneasured using the fair value model or the fistiocost
model. The Company is not planning on adoptingairevalue measurement model for its property, ptard
equipment but will continue to measure at amortizest.

g. Non-controlling interests

Under Canadian GAAP, non-controlling interests waresented between liabilities and equity. IFRSunes
presentation of non-controlling interests withie #iquity section of the balance sheet.

h. Goodwill and intangible assets

Goodwill and intangible assets under IFRS will beasured using the cost model, based on the reddeera
assets amount which is the greater of value inamgk fair value less costs to sell. The recoverableunt
calculated under IFRS approximates the Canadian Bé#rying value at December 31, 2009 and therefore
adjustment is required at transition.

At each reporting date, the Company is requiredetoew goodwill and intangible assets for indicataf
impairment or reversals of impairment. In the eviat certain conditions have been met, the Companyd
be required to reverse the impairment charge artop thereof.

i Available-for-Sale Financial Assets

Under IFRS, foreign exchange amounts arising fr@mdation of the assets are recorded in net income

Under Canadian GAAP, foreign exchange amountsngrisom translation of the assets are recordedhero
comprehensive income.

J- Presentation

The presentation in accordance with IFRS diffepsfithe presentation in accordance with Canadian BAA
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IFRS employs a conceptual framework that is simda€anadian GAAP. However, significant differeneasst

in certain matters of recognition, measurement @disdlosure. While adoption of IFRS has not chantjed
Company’s actual cash flows, it has resulted imglea to the Company’s reported financial positiod gesults

of operations. In order to allow the users of thmaricial statements to better understand thesegelarthe
Company’s Canadian GAAP Statement of Comprehenfigeme, Statement of Financial Position and
Statement of Cash Flows for the year ended DeceBihet010 have been reconciled to IFRS, with theltiag
differences explained.
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(1) Reconciliation of statement of financial positin as at January 1, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS

ASSETS $ $ $
Current

Cash and cash equivalents and time deposit a 78350,40¢ (498,503) 77,851,90:

Prepayments, deposits and other receivables a 6,638,77¢ 189,150 6,827,929

Dividend receivable from an investee 39,20C - 39,20C

company

Total current assets 85,028,38: (309,353) 84,719,03:
Non-current

Properties, plant and equipment ad 1,127,56° (499,897) 627,67(

Equity investments a,d 2,675,84« 227,61¢ 2,903,46(

Amount due from related parties 1,572,14¢ - 1,572,14¢
Total non-current assets 5,375,55¢ (272,281) 5,103,27¢
Total assets 90,403,94: (581,634) 89,822,30!
LIABILITIES
Current

Other payables and accrued liabilities a 968,798 (4,648) 964,150
Total current liabilities 968,798 (4,648) 964,150
Total liabilities 968,798 (4,648) 964,150
SHAREHOLDERS' EQUITY
Share capital 29,267,506 - 29,267,506
Contributed surplus b 5,604,073 253,825 5,857,898
Reserves 7,666 - 7,666
Retained earnings b,d,e 50,638,277 1,824,637 52,462,914
Accumulated other comprehensive income b,e 2,685,44 (2,655,448) -
Equity attributable to shareholders of the 88,172,970 (576,986) 87,595,984

Company
Non-controlling interests g 1,262,175 - 1,262,175
Total shareholders’ equity 89,435,145 (576,986) 88,858,159
Total liabilities and shareholders’ equity 90,40943 (581,634) 89,822,309
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(2) Reconciliation of statement of financial posion as at June 30, 2010

Reference Canadian IFRS
to note 26 GAAP  Adjustment IFRS

ASSETS $ $ $
Current

Cash and cash equivalents and time deposit a 47,993,399 (495,432) 47,497,967

Prepayments, deposits and other receivablesa,d 6,851,905 (246,117) 6,605,788

Amount due from an investee company 3,652,562 - 3,652,562
Total current assets 58,497,866 (741,549) 57,756,317
Non-current

Properties, plant and equipment ad 2,037,999 11,713 2,049,712

Equity investments a,d 9,576,721 236,765 9,813,486

Loan to an investee company 1,914,294 - 1,914,294

Amount due from related parties 1,688,675 - 1,688,675

Loan to a related party 14,657,686 - 14,657,686
Total non-current assets 29,875,375 248,478 30,123,853
Total assets 88,373,241 (493,071) 87,880,170
LIABILITIES
Current

Other payables and accrued liabilities a 1,389,01 176,916 1,565,929
Total current liabilities 1,389,013 176,916 1,565,929
Total liabilities 1,389,013 176,916 1,565,930
SHAREHOLDERS’ EQUITY
Share capital b 28,931,562 80 28,931,642
Contributed surplus b 5,747,909 165,032 5,912,941
Reserves 7,666 - 7,666
Retained earnings b,d,e 48,465,891 1,820,349 50,286,240
Accumulated other comprehensive income b,e 2,569,02(2,655,448) (86,423)
Equity attributable to shareholders of the 85,722,053 (669,987) 85,052,066

Company

Non-controlling interests g 1,262,175 - 1,262,175
Total shareholders’ equity 86,984,228 (669,987) 86,314,241
Total liabilities and shareholders’ equity 88,37241 (493,071) 87,880,170
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(3) Reconciliation of statement of financial positn as at December 31, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS

ASSETS $ $ $
Current

Cash and cash equivalents a 37,959,52! (516,751) 37,442,778

Silver bullion 9,549,40: - 9,549,40:

Prepayments, deposits and other receivablesa,d 21,041,39: (1,835,390) 19,206,004

Amount due from an investee company 3,631,27( - 3,63L,27C

Amount due from a related party 15,173,74! - 15,173,74!
Total current assets 87,355,34: (2,352,141) 85,003,200
Non-current

Properties, plant and equipment a,d 4,667,88¢ 1,192,490 5,860,376

Equity investments a,d 8,210,44° (593,314) 7,617,133

Available-for-sale financial assets 223,17¢ - 223,17¢

Other financial assets 16,548,80: - 16,548,80:

Amount due from an investee company 1,981,69: - 1,981,69:

Amount due from related parties 1,893,56¢ - 1,893,56¢
Total non-current assets 33,525,56. 599,176 34,124,739
Total assets 120,880,90- (1,752,965) 119,127,939
LIABILITIES
Current

Other payables and accrued liabilities a 28,(46,5 183,192 28,229,706

Deferred gain on disposal of equity investments 688,689 - 5,682,689
Total current liabilities 33,729,203 183,192 33,912,395
Total liabilities 33,729,203 183,192 33,912,395
SHAREHOLDERS’ EQUITY
Share capital b 28,857,226 16,96¢€ 28,874,192
Contributed surplus b 5,506,759 (1,762,042) 3,744,717
Reserves 7,666 - 7,666
Retained earnings b,d,e 46,266,614 2,484,680 48,751,294
Accumulated other comprehensive income b,e, 4,237,3 (2,675,761) 1,561,563
Equity attributable to shareholders of the 84,875,589 (1,936,157) 82,939,432

Company
Non-controlling interests g 2,276,112 - 2,276,112
Total shareholders’ equity 87,151,701 (1,936,157) 85,215,544
Total liabilities and shareholders’ equity 120,880,904 (1,752,965) 119,127,939
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(4) Reconciliation of statement of comprehensive amme for the six months ended June 30, 2010

Reference  Canadian IFRS
to note 26 GAAP Adjustment IFRS

$ $ $
Revenue - - -
Cost of Sales - - -
Depreciation - - -
Selling and distribution cost - - -
Gross loss - - -
Other revenue and gains 128,959 - 128,959
General and administrative expenses d (1,387,674) (107,619)  (1,495,293)
Stock based compensation b (152,294) 61,695 (90,599)
Equity gain in investment d 20,559 14,618 35,177
Operating loss (1,390,450) (31,306) (1,421,756)
Exchange gain 51,693 - 51,693
Losses before tax and non-controlling interests (838,757) (31,306) (1,370,063)
Income tax - - -
Losses before non-controlling interests (1,338,757) (31,306) (1,370,063)
Non-controlling interest - - -
Net losses for the period (1,338,757) (31,306) (1,370,063)
Other comprehensive income, net of tax
Foreign currency translation differences (86,423) - (86,423)
Comprehensive loss for the period (1,425,180) (31,306) (1,456,486)
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(5) Reconciliation of statement of comprehensive @mme for the year ended December 31, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS
$ $ $
Revenue - - -
Cost of Sales - - -
Depreciation - - -
Selling and distribution cost - - -
Gross loss - - -
Other revenue and gains 406,51* - 406,51*
General and administrative expenses (3,440,917) (509,459) (3,950,376)
Stock based compensation (361,294) 45,39z (315,902)
Equity (loss) / gain in investment (305,233) (829,399 (1,134,632)
Operating loss (3,700,929) (1,293,466) (4,994,395)
Gain on deregistration / disposal of subsidiaries 142,10z - 142,10:
Fair value gain on other financial assets 1,564,48( - 1,564,48(
Exchange loss (288,716) - (288,716)
Losses before tax and non-controlling interests (283,063) (1,293,466) (3,576,529)
Income tax - - -
Losses before non-controlling interests (2,283,063) (1,293,466) (3,576,529)
Non-controlling interest - - -
Net losses for the year (2,283,063)  (1,293,466) (3,576,529)
Other comprehensive income, net of tax
Foreign currency translation differences 1,581,87¢ (20,313 1,561,563
Comprehensive loss for the year (701,187) (1,313,779) (2,014,966)
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27. EVENTS AFTER THE REPORTING DATE

For the period from 1 July 2011 to 15 August, 204 19tal of 115,000 common shares were repurchaseer
the normal course issuer bid, at an aggregate afo$74,731 (CAD74,253). All shares repurchased kgl
returned to treasury for cancellation.
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The following discussion and analysis of the corsgeinoperating results and financial condition obi®bn Inc.
for the quarter ended June 30, 2011 should beinea@hjunction with its interim condensed finangtdtements
for the quarter ended June 30, 2011 prepared iordaosce with International Financial Reporting 8tmals
(“IFRS”) and its audited condensed financial stasta for the year ended December 31, 2010 prepared
accordance with Canadian generally accepted adogupinciples (“Canadian GAAP”).

This Management’s Discussion and Analysis was pegpan August 152011. Additional information relating
to the Company is available on the SEDAR websitevalv.sedar.conunder GobiMin Inc.

Certain statements included in this discussion ttuts forward-looking statements. Such forwardking
statements can often, but not always, be identifigdhe use of words such as “can”, “could”, “belie”,
“propose”, “anticipate”, “intend”, “consider”, “est imate”, “expect”, or other variations of such ex@sons,
or forward-looking statements may declare that@artneasures, events or results “can”, “could” owill” be
taken or occur or be attained. Such forward-lookisatements involve known and unknown risks and
uncertainties as well as other factors that coultlige actual results, performances or achievemehtheo
Company to differ materially from the future resufperformances or achievements implied or sugdestsuch
forward-looking statements. Such risks, unceriagntind other factors include but are not limitedthe risk
factors discussed under the heading “Risk Factdyslow. Accordingly, shareholders are cautioned togbut
undue reliance on forward-looking statements. Ttiesgard-looking statements are made as of the datais
discussion and the Company disclaims any obligatimnupdate any forward-looking statements in orger
account for any events or circumstances that miglcur after the date that such forward-looking staénts
were established.

1. Corporate Overview

GobiMin Inc. (the “Company” or “GobiMin”), togethewith its subsidiaries (collectively referred torbia as

the “Group”), is engaged in the development, exgilon and exploitation of mineral properties, mgiinl the

Xinjiang Uygur Autonomous Region (“Xinjiang”) of ¢hPeople’s Republic of China (“China”).

The mineral properties include the Sawayaerdun @otiject, the Balikun Coal Project and four basd¢atae
exploration projects for nickel, copper, gold, leaw zinc in Xinjiang. The projects are respedyivender the

process of drillings, constructions, conducting-guevey and exploration works.

In addition to the mineral properties, the Compalsp holds an equity interest of 49% in a silvegragion.

2. Highlights

(a) Corporate Highlights

< The Sawayaerdun Gold Project has completed 95%sadlrilling target and continues to proceed
further drilling aiming to maximize the project patial

< Paid annual dividend of $0.01 per share in May 2011

< Continuing the exploration of other mineral progeict Xinjiang, China

< Actively searching for high quality exploration amghing projects
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(b) Financial Highlights

3 months ended 12 months ended 3 months ended
June 30, December 31, June 30,
2011 2010 2010

Cash and cash equivaleiatsd time

deposit $40 million $37 million $48 million
Cash and cash equivaleaisd time

deposit per shafe $0.63 $0.57 $0.71
Working capital $46.4 million $51.1 million $57.1 million
Total assets $113.7 million $119.1 million $88.3 million
Net losses ($0.9 million) ($3.6 million) ($0.1 million)
LBITDA @ ($0.9 million) ($4.8 million) ($0.1 million)
Basic and diluted losses per share ($0.014) ($0.053) ($0.002)
LBITDA per shar& ($0.015) ($0.071) ($0.002)

Q) As non-IFRS measurements, LBITDA, LBITDA per shateCash and cash equivalents and time deposisipere do
not comply with IFRS and, therefore, the amounés@nted in the above table may not be comparakdertitar data
presented by other companies. The data is intetml@dovide additional information and should not cxensidered in
isolation or as a substitute for measures of perfance prepared in accordance with IFRS.

3. Business Summary and Development

(a) Gold Project in Xinjiang

In 2009, the Company, through a wholly owned subsyd formed a joint venture company, namely Xinga
Tongyuan Minerals Ltd. (“Tongyuan”), with XinjianBaodi Mining Company (“Baodi”) and a subsidiary of
Brigade No. 2 of Xinjiang Bureau of Geology and Btial Resources (“Brigade No. 2") to develop andraige
the Sawayaerdun Gold Project in Xinjiang, Chinabi®®n owns a 70% equity interest in Tongyuan while
Baodi and Brigade No. 2 each own a 15% intereshgyuan has obtained the related mining license.

The Sawayaerdun Gold Project is located 200 kmhm@st of the city of Kashi, western Xinjiang, Chiaad
lies within the Tian Shan Gold Belt, which is orfdlee most promising gold belts in China. Gold malzation
is contained within fine-grained clastic metaseditagy rocks of Devonian age. The portion of Zonewith
most drilling works done appears to be the thickestion of the zone and therefore may represdiexare or
dilation zone within the F3 fault that contains 2dN'.

According to the NI 43-101 technical report prepog Wardrop a Tetra Tech Company in March 2011ic¢lwh
can be viewed at www.sedar.com), at a lower gradeshold of 0.5 grams/tonne gold, Zone IV is estéudo
contain Indicated resources of about 34 millionneswith an average grade of 1.3 grams/tonne gdidut
1,380,000 oz gold) and Inferred resources of ath8uUi million tonnes with an average grade of apinately
1.0 grams/tonne gold (about 424,800 oz gold).

Despite that the Company has only started the ZXploration program in April as a result of thefidiilt
winter working conditions, it has mostly caughtwigh the planned drilling schedule. Until the erfldone 2011,
about 9,400 meters of drilling has been completduch is ahead of the planned schedule. Furthdlingyri
programs in the Zone IV and Zone | have been plkhrioe the second half of 2011. GobiMin has been
conducting the testing during the drilling programsd will retain a Competent Person for reviewingl a
updating the resource estimate according to NI@B<tandards after laboratory results of the ddhes. Until

2
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June 30, 2011, the capital expenditure of approvelp&11.73 million (RMB75 million) has been invedtsince
GobiMin’s acquisition of the Gold Project in Septean 2009 and capital expenditure of approximately
$610,000 (RMB3.9 million) has been incurred dutting period from March 1, 2011 to June 30, 2011.

On the other hand, due to the limited storage dgpatthe temporary dynamite depot, the progrdsthe adit
exploration was delayed and approximately 50% ef glanned work cannot be completed on schedule. The
construction and application to the government doformal dynamite depot is in progress, and the adi
exploration delay should be resolved after the fdrdynamite depot is completed. Floatation and hoetacal
testingare in progress.

(b) Coal Project in Xinjiang

GobiMin owns an indirect equity interest of 24.4986the Balikun Coal Project in Xinjiang, China and
participates in its management and operations.iNBnkand its partner jointly have a controlling émést in the
project through Xinjiang Ruide Mining Limited (“Xjiang Ruide”). According to a NI 43-101 Mineral Resce
estimate prepared by Scott Wilson Ltd. in Febru0¢0, the Balikun Coal Project hosts 38 millionrtes of
coal in Measured Resources and 50 million tonndsditated Resources. The construction works necgss
facilitate the future mining operation are in pregg.

Considering the delays in getting the approval frational Development & Reform Commission on the
Balikun Coal Project, the Company is negotiatinghwiihe interested parties to dispose of its intdrethe Coal
Project.

(© Silver Operation

GobiMin holds an equity interest of 49% in Chinaeétsion Material Limited (“China Precision”) which
engages in metal trading and processing, predomtyniansilver. The positions are hedged and ChineciBion

is not exposed to market price movements. Chingis?oa has developed a downstream silver busingss b
establishing a small processing workshop in Hongdim August 2010 for processing the silver anéhnag

the lower grade silver into bars and granules WRtD9% purity for sale to industrial customers. ificrease
product variety and profit contribution, GobiMin livcontinue to source and explore new potentialiress
opportunities in this sector.

The Company has made advances to China Precisiam time to time solely to finance its silver inveryt
depending on economic and market conditions. Akiae 30, 2011, amounts due from China Precisighe&o
Company amounted to $5.2 million while China Priecidas a silver stock of 7.6 tonnes with a mavkéte of
$8.3 million.

For the three months ended June 30, 2011, the Gompaorded an equity gain of $150,378 (March 31,12
$101,045) from its investment in China Precision.

In addition, the Company recorded interest incorhé&109,740 through advancement of funding to China
Precision for the three months ended June 30, ghidde months ended March 31, 2011: $61,474).

(d) Base Metal Exploration Projects in Xinjiang

® Four Exploration Joint Ventures
GobiMin currently owns equity interests in four égation joint ventures in Xinjiang, China for nik copper,

gold, lead and zinc. GobiMin has been exploringesd copper projects which show good indicatiohsopper
mineralization. Some exploration licenses will leémquished by not applying for renewal or in neagdn of
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selling to third parties due to not having goodsgpect. GobiMin will continue to conduct pre-survayd
exploration to identify potential mineralizationrdlugh these exploration joint ventures.

(i) Yanxi Copper Property

GobiMin formerly owned a 40% indirect equity intstén another joint venture, Xinjiang Tongxing Miaés
Limited (“Tongxing”), which is engaged in explomati and development of the Yanxi Copper Property in
Xinjiang, China. The Company entered into a Shem@nsfer Agreement on July 14, 2010 regarding the
disposal of 80% of its equity interest in Tongxind.he transaction was completed on July 22, 201D an
GobiMin has received all the cash considerationthadirst lot of convertible bonds. GobiMin cumtly retains

an 8% indirect unlisted equity interest in the Yia@gpper Property.

The Company has entered into a supplemental agreemi the buyer on December 30, 2010 to exterd th
deadline for obtaining the mining license of thenXiaCopper Property (the “Yanxi Mining Licence”)ofn
December 31, 2010 to August 31, 2011. Accordinghts supplemental agreement, the consideratioreto b
received upon obtaining the Yanxi Mining Licenceesluced by HKD21,000,000 to HKD259,000,000 due to
the construction of a railway across the Yanxi GopProperty that has a negative impact on the rfénab
guantity. The amount of HKD21,000,000 will be dethd from the second and final lot of convertibtads
(the “Non-delivered CB”). In addition to applyinfgr Yanxi Mining Licence, the Company will also be
responsible for applying for a mining licence (tiNew Mining Licence”) for an area which is adjaceatthe
Yanxi Copper Property (the “New Area”). The Newrifig Licence should be obtained on or before June 3
2014. The Company will be entitled to receive Han-delivered CB and an additional consideratioicash
based on the resource estimate of the New Aregedub a maximum of HKD106,000,000, of which 50% w
be paid upon the Company providing the resourcts&® report and the remaining 50% will be usedetile
the licensing fee of the New Area with the balapeéd to the Company upon obtaining the New Mining
Licence. The final and total consideration for thigposal of the 80% indirect equity interest in @xing will
accordingly be capped to HKD365,000,000. Based ba teduced consideration of $33.4 million
(HKD259,000,000), the Company shall have an eséthateferred gain of $5.7 million for its disposéltioe
32% equity interest in Tongxing, netting off theamt payable for the mining license fee, tax, staiufy and
related payments of $26.8 million.

The application of the Yanxi Mining License is #&etfinal stage and GobiMin is liaising with relevan
government departments to facilitate the applicatiomeet the deadline.

(e) Normal Course Issuer Bid

On January 4, 2011, GobiMin announced its intentibrenew its normal course issuer bid to repurehgsto

an additional 3,294,541 common shares for a fughar. The normal course issuer bid will expireJanuary

31, 2012. During the quarter ended June 30, 201diahof 2,053,000 common shares were repurchasad
aggregate cost of $1,657,003 (CAD1,646,408), faiotal of 3,093,500 common shares at an average pfi
CADO0.797 from January up to August 15, 2011. Aikes repurchased were returned to treasury for
cancellation. Management believes that the remsehby the Company of its own shares can maximize
shareholder value and is in the best interestefCthmpany and its shareholders.

A copy of the related Notice of Intention to MakéNarmal Course Issuer Bid for 2011 shall be prodide
shareholders upon receipt of written request tdbmpany at its registered office.

) Working Capital

As at June 30, 2011, the Company has a workingatagfi $46.4 million (December 31, 2010: $51.1 roiil),
after netting off its current liabilities of $33million (December 31, 2010: $33.9 million).
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In addition to the $39.8 million cash and cash eajeints, the Company owns the convertible bond$1df2
million (HKD110,000,000) issued by China Daye Nareus Metals Mining Limited (“China Daye”) as
partial payment of the consideration for the digpas the 32% equity interest in the Yanxi Coppevgderty and
another lot of convertible bonds $11.4 million (HB®W000,000) are receivable upon obtaining the mginin
licence of the Yanxi Copper Property. Accordinghe terms of the convertible bonds, the Comparsytha
right to convert the bonds into ordinary share€bina Daye any time up to July 22, 2012, or if cotverted,
to have its principal amount together with intenegtaid on July 22, 2012. The received convertilded was
recorded as non-current asset while the conveitbibihel receivable was recorded as current assétdbathich
would be liquidated into cash and cash equivalahtihie discretion of the management subject tontaeket
conditions.

Other than financing the silver stocking of Chimadtsion and the construction costs of the SawalyseGold
Project, there is no significant cash outflow expddor the remainder of the fiscal year. The wogktapital is
sufficient to support the growth in the existin@jercts and operations.

4, Key Economic Trends

(a) China Economy

Since GobiMin’s operations are mostly conducte@lirina, the condition of the Chinese economy isyaf&etor
on the Company’s business. The currency fluctuatitirhave an impact on the Company’s cost strieas the
Company reports in U.S. dollars. For the quartelednJune 30, 2011, the Chinese currency RenmiRibiB™)
appreciated by 1.43% against the U.S. dollar comgavith the exchange rate on March 31, 2011.

RMB - USD Exchange Rate

RMB:USD (From June 2010 to June 2011)
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(b) Gold Market

Although the Sawayaerdun Gold Project is at thdagafpion stage, the gold market price has an imiteeon the
project value. For the quarter ended June 30, 2biElgold price has increased by around 4.75% sgtie
price on March 31, 2011.
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5. Critical Accounting Policies and Estimates

The Company’s significant accounting policies assatibed in Note 3 to the condensed interim firgnci
statements for the quarter ended June 30, 201 1pfEparation of financial statements in conformiith IFRS
requires management to make estimates and assasgtiat affect the reported results. Changes teethe
estimates could materially impact the condenseahfiial statements. The policies and estimates rhgdbe
Company that are considered to be most criticatlaseribed below.

(@ Revenue Recognition

Interest income from financial assets is accrued ime basis, by reference to the principal ontiitag and at
the effective interest rate applicable, which ie thte that discounts estimated future cash rec#ipbugh the
expected life of the financial asset to that assatt carrying amount.

Rental income is recognized on a straight linesager the term of the lease.

Dividend income is recognized when the right teeree payment is established.

(b) Mineral Assets, Exploration Expenditures and Pre-egloration Costs

Mineral assets in various forms, including prosimectliicenses, exploration and exploitation concassi
mineral leases and surface rights are capitaligediaeral assets since acquiring legal title te¢hgroperties.

Exploration expenditures on non-producing propsytiecluding drilling and related costs, identifiag having
development potential, as evidenced by a positbem@mic analysis of the project, are treated asralmassets
and capitalized. Expenditures incurred on depasitgiguous with a known deposit which has undergane
positive economic analysis are treated as minexsdta and capitalized. Exploration expenditureproperties
prior to the establishment of a positive economialgsis are expensed in the period in which theyircurred.
Drilling costs incurred during the production phdee operational ore control are charged to openatias
incurred.
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Pre-exploration costs are expensed in the periadhioh they are incurred.

© Depreciation of Other Property, Plant and Equipment

Other property, plant and equipment is stated sit legs accumulated amortization and accumulatpdiiment
losses. Cost includes all expenditures that aeethjr attributable to the acquisition of the asBetrrowing costs
on qualifying assets are capitalized until the asseapable of carrying out its intended use. Offreperty,
plant and equipment is amortized on a straight-basis over the estimated useful life of the aggtt an
estimated residual value of 0-5%. The annual aégtien or amortization rates are as follows:

Leasehold land & buildings: 4.75%

Leasehold improvement: 19% - 33.3%

Furniture, fixture and equipment: 9.5% - 33.33%
Computer hardware & equipment: 19% - 33.33%
Motor vehicles & transportation equipment: 19% %25

(d) Rehabilitation Provision

The Company is subject to various government lamg r@gulations relating to environmental disturlznc
caused by exploration and evaluation activitiee Tompany records the present value of the estihtaists of
legal and constructive obligations required togesthe exploration sites in the period in which dbligation is
incurred. The nature of the rehabilitation actastiincludes restoration, reclamation and re-veigetaif the
affected exploration sites.

The rehabilitation provision generally arises witles environmental disturbance is subject to govemtrntaws
and regulations. When the liability is recognizéttk present value of the estimated costs is cigathlby
increasing the carrying amount of the related ngrassets. Over time, the discounted liability réased for
the changes in present value based on current trdisgk®unt rates and liability specific risks.

All the mine sites of the Group are in desert anellorthern China and management believes thalidbdity
after the mine site retirement is immaterial. Theant of the liability will be subject to re-measuarent at each
reporting period. It is possible that the Compargstimates of its ultimate mine site rehabilitatia@bilities
could change as a result of changes in regulattbesextent of environmental remediation requited, means
of reclamation or the cost estimates. Changestimates are accounted for prospectively from theopethe
estimate is revised.

The Company has not recorded a liability for ifsatalitation provision.

(e) Equity Investment

Investments in shares of incorporated companieshinh the Company’s ownership is greater than 20¥no
more than 50% and wherever significant influencerssent, are accounted for by the equity methde: T
Company accounts for its investment on an equisisbavhich is carried at cost, adjusted for the Gany’'s
proportionate share of the undistributed earnimgklasses and reserves.
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) Financial Instruments

Financial assets and financial liabilities, inchgliderivatives, are recognized when the Compangrhes a
party to the contractual provisions of the finahdiestrument. All financial instruments are measued fair
value on initial recognition. Measurement in sulsad periods depends on whether the financialinsnt has
been classified as held-for-trading, availabledale, held-to-maturity, loans and receivables,tbermfinancial
assets and liabilities.

Financial assets and financial liabilities heldHiading are measured at fair value with changethase fair

values recognized in earnings. Loans and receisabled other financial liabilities are measure@mabrtized

cost and are amortized using the effective interexthod. Available-for-sale financial assets, gleaied based
on the criteria that management does not hold tfeedbe purposes of trading, are presented asiments and
measured at cost less any identified impairmerst éasthey are unlisted investments and the fairevaf which

cannot be reliably measured.

(9) Related Parties

For the purposes of these financial statementartg [ considered to be related to the Company if:

0] the party has the ability, directly or indirgctthrough one or more intermediaries, to conttiod t
Company or exercise significant influence over @mmpany in making financial and operating policy
decisions, or has joint control over the Company;

(i) the Company and the party are subject to comguntrol;

(i)  the party is an associate of the Company fwiat venture in which the Company is a venturer;

(iv)  the party is a member of key management persioaf the Company or the Company’s parent, or a
close family member of such an individual, or iseamity under the control, joint control or sigu#int

influence of such individuals;

(v) the party is a close family member of a padferred to in (i) or is an entity under the contjoint
control or significant influence of such individaal

Close family members of an individual are thoseifiammembers who may be expected to influence, or be
influenced by, that individual in their dealingstivthe entity.

A transaction is considered to be a related paatysaction when there is a transfer of resourcebligations
between related parties.

6. New Accounting Standards

A. IFRS Transition from previous Canadian GAAP

The Company’s condensed financial statements ®y#ar ending December 31, 2011 will be the firstual
financial statements that comply with IFRS. The @any has prepared its opening IFRS statement andial
position by applying existing IFRS standards ireeffat the release of these condensed financi@nstats.
However, the opening IFRS statement of financiaifun and the December 31, 2010 comparative stieof
financial position presented in condensed finarsti@ements for the year ending December 31, 2Ghldiffer
from those presented at this time if there are ghao IFRS standards that require retroactivestmgnt.
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IFRS has been applied in preparing the condensaddial statements for this quarter as well agHerperiod
ended June 30, 2010 and December 31, 2010, theacatiye information presented in these condensed
financial statements for the year ended Decembg2@l0 and an opening IFRS statement of finan@altipn

at January 1, 2010.

In preparing its opening IFRS statement of finaihpiasition, the Company has adjusted amounts regort
previously in condensed financial statements pegpar accordance with previous Canadian generatig@ed
accounting principles (“Canadian GAAP").

IFRS 1 First-time Adoption of International FinaalcReporting Standards sets forth guidance forinitel
adoption of IFRS. Under IFRS 1, the standards @mlied retrospectively at the transitional statemeh
financial position date with all adjustments toedssind liabilities charged or credited to retaieathings unless
certain exemptions are applied.

The main impacts of the transition from previous@iian GAAP to IFRS on the Company’s financial posij
financial performance, and cash flows are set elavi

(a) Business Combinations

IFRS 1 indicates that a first-time adopter may tetext to apply IFRS 3 Business Combinations reotpely
to business combinations that occurred before #te df transition to IFRS. The Company has utilizieid
election and has therefore applied IFRS 3 onlyusiriess combinations that occurred on or after algni,
2010.

The Company’s 50% interest in Xinjiang Xinya Minksraimited (without controlling power) was recordby
proportionate consolidation in the Company’s comsgenfinancial statements under Canadian GAAP. Hewev
under IFRS 3, the assets and liabilities acquiredilsl be recorded by a fair value to the exterthefacquirer’s
percentage ownership of the acquired entity asegquiestments.

An exemption under IFRS 1 makes it possible to divestatement of business combinations that toakepl
prior to the date of transition to IFRS. The Comphas decided not to restate business combinatfi@igook

place prior to January 1, 2010 and there is no anpa the shareholders’ equity. The expected impact
opening figures is the re-classification of certassets and current liabilities to long term inwesits. The
Company will apply IFRS 3 prospectively for busimesmbinations occurring after January 1, 2010.

(b) Share-based Payment Transactions

IFRS 1 encourages, but does not require, first-mepters to apply IFRS 2 Share-based Paymentuityeq
instruments that were granted on or before NovemheR002, or equity instruments that were granted
subsequent to November 7, 2002 and vested befertatier of the date of transition to IFRS and deynd,
2005. The Company has elected not to apply IFRSdptions that vested prior to January 1, 2010cwhiave
been accounted for in accordance with Canadian GA/AR effect of applying IFRS 2 to unvested optiahs
the transition date was to reduce retained earnyg$0.3 million as at January 1, 2010, with arsefffing
adjustment to contributed surplus and accumulatiier comprehensive income.

(©) Accounting for exploration expenditures on propertes prior to the establishment of a positive
economic analysis

Both Canadian GAAP and IFRS allow the choice ofitadiping or expensing exploration costs. The Conypa
policy under Canadian GAAP has been to capitalizexgploration costs. Management planned to comdioe
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option to capitalize exploration costs except foose exploration expenditures on properties prothe
establishment of a positive economic analysis. UERRS, those exploration expenditures are expeirsée
period they are incurred.

The impact of such a change would be that greateuats will be expensed. As this change must béegppn
a retroactive basis, amounts previously capitalizeder Canadian GAAP will be written off and chatge
deficit as at January 1, 2010. This adjustmeakgected to decrease shareholders’ equity by $li6mm

(d) Cumulative Translation Differences

IFRS 1 allows that the cumulative translation difeces for all foreign operations be deemed zetoeatlate of
transition to IFRS, with future gains or losses subsequent disposal of any foreign operations tude
translation differences arising from periods ptmithe date of transition to IFRS. The Company wdke this
election and deem all cumulative translation dédferes to be zero on transition to IFRS as at Jariya2010
and absorbed the previously accumulated cumul&tweslation balance of $2.7 millions into retairezatnings.

B. Future Changes in Significant Accounting Policig

Standards issued but not yet effective up to the daissuance of the Company’s financial statesarg listed
below. The Company intends to adopt these standédrda they become effective.

() IFRS 9 Financial Instruments: Classification anl Measurement

IFRS 9 was issued in October 2010. This standatheidirst step in the process to replace IAS 3takcial
Instruments: Recognition and Measurement. IFRS@dunces new requirements for classifying and néagu
assets and liabilities, which may affect the Comyfmaccounting for its financial assets. The stadda not
applicable until January 1, 2013 but is availalde darly adoption. The Company is currently evahgathe
impact of adoption of this new standard on its emsed financial statements.

(b) IFRS 7 Financial Instruments: Disclosure

IFRS 7 was issued in October 2010. This standattbdoces amendments to enhance the disclosure
requirements for transfers of financial assets st in derecognition. The standard is not aaplie until July

1, 2011. The Company is currently evaluating thpaot of adoption of this new standard on its cosddn
financial statements.

(©) IAS 12 Income Taxes

IAS 12 was issued in December 2010. This standatmdduces amendments regarding Deferred Tax and
provide a practical approach for measuring defeteedliabilities and deferred tax assets when itnaeat
property is measured using the fair value modeé Standard is not applicable until July 1, 2012 Tompany

is currently evaluating the impact of adoptionlusthew standard on its condensed financial statesne

(d) IFRS 10 Consolidated Financial Statements

This standard replaces the current IAS 27 Congeltlaand Separate Financial Statements. The standard
identifies the concept of control as the deterngnfiactor in whether an entity should be includedhini the
consolidated financial statements of the parentpeom. The Company will start the application of &0 in

the financial statements effective from January2@13. The Company does not expect any impact to the
financial statements as a result of adopting ttandard.
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(e) IFRS 12 Disclosure of Interests in Other Entigs

This standard requires disclosures relating to raity&s interests in subsidiaries. The Company sttrt the
application of IFRS 12 in the financial statemegftective from January 1, 2013. The Company do¢®rpect
any impact to the financial statements as a res@topting this Standard.

() IFRS 13 Fair Value Measurements

This standard defines fair value, provides guidamtéts determination and introduces consistentirements
for disclosures on fair value measurements. The oy will start the application of IFRS 13 in theancial
statements effective from January 1, 2013. The Gomyghall evaluate its impact on the financialestants.

(9)

The amendment provides guidance on the presentafigtems contained in other comprehensive income
(“OCI”) and their classification within OCI. The @wany will start the application of this amendmanthe
financial statements effective from January 1, 2018 Company does not expect any impact to trenéial
statements as a result of adopting this Standard.

Amendments to IAS 1 Presentation of Items of ®er Comprehensive Income

7. Selected Quarterly Information
For the quarter ended June 30, March 31, December 31, September 30,
2011 2011 2010 2010
$ $ $ $
Revenue - - - -
Net losses (908,115) (764,129) (1,390,544) (815,922)
Basic losses per share (0.014) (0.012) (0.021) (0.012)
Diluted losses per share (0.014) (0.012) (0.021) (0.012)
Cash and cash equivalents and time
deposit 39,808,289 25,017,462 37,442,778 46,085,867
Total assets 113,677,185 117,196,502 119,127,939 122,051,423
For the quarter ended June 30, March 31, December 31, September 30,
2010 2010 2009 2009
$ $ $ $
Revenue - - - -
Net losses (148,547)  (1,221,516) (7,378,103) (790,924)
Basic losses per share (0.002) (0.018) (0.107) (0.012)
Diluted losses per share (0.002) (0.018) (0.107) (0.012)
Cash and cash equivalents and time
deposit 47,497,967 52,941,866 78,350,405 75,676,346
Total assets 87,880,171 89,080,867 90,403,943 89,599,209

*2009 quarterly financial information was preparédaccordance with Canadian GAAP. Net earnings earchings per share prepared
in accordance with Canadian GAAP for 2009 would m@significantly different from those would haeeib reported under IFRS.
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8. Results of Operations
(a) Revenues
No revenue (Q2 2010: $Nil) from operations has lreeorded in this quarter.

Other revenue and gains in this quarter were $232(®2 2010: $65,080) including $173,013 (Q2 2010:
$64,642) interest income and $59,298 (Q2 2010:)$Kiital income from the office building in Xinjign

(b) Other expenses

General and administrative expenses incurred is tpiarter were $1,060,210 (Q2 2010: $748,752). The
increase in expenses in this quarter mainly reptebe compensation payment for the casualty regaat the
site of the Gold Project and the increased contstruevork and expenses incurred for the Gold Ptoj@ther
expenses mainly include office rental, staff cost Eegal and professional fees.

The amortized portion of the total stock based aamsption in Q2 2011 amounted to $52,459 (Q2 2010:
$45,002).

© Losses per share

The basic and diluted losses per share for thigguaere $0.014 (Q2 2010: $0.002).
(d) LBITDA
In this quarter, the losses before interest incand expense, income taxes, stock based compensation

depreciation and amortization (“LBITDA”), a non-IBRperformance measure, were $939,657 as compared to
$111,320 in Q2 2010. The following table presémscalculation of LBITDA for the period indicated:

For the three months ended June 30, 2011 June 30, 2010
$ $
Net losses (908,115) (148,547)
Interest income (173,013) (64,642)
Amortization in general and administration expenses 89,012 56,867
Stock based compensation 52,459 45,002
LBITDA @ (939,657) (111,320)
LBITDA per share? (0.015) (0.002)

(1) As non-IFRS measurements, LBITDA and LBITDA perestia not comply with IFRS and, therefore, the am®presented in the above table
may not be comparable to similar data presentedthgr companies. The data is intended to providdéitahal information and should not be
considered in isolation or as a substitute for meas of performance prepared in accordance withSFR

(2) Based on weighted average number of shares outaralnon-IFRS measure

(e) Annual dividend

On April 19, 2011, the Company declared an annuxaidend of $0.01(CADO0.01) per share for 2010 in
accordance with the Company’s dividend policy. Tivdend was paid on May 25, 2011 to shareholdérs o
record on May 12, 2011.
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9. Liquidity and Capital Resources

The following table summarizes the Company’s cosddncash flows and cash on hand for the quartexdend
June 30, 2011:

As at June 30, 2011 December 31, 2010
$ $

Cash and cash equivalents and time deposit 39,808,289 37,442,778

Working capitaf® 46,443,411 51,090,805

For the three months ended June 30, 2011 June 30, 2010
$ $

Net Cash used in operating activities (1,412,530) (378,968)

Net Cash used in financing activities (1,657,003) (365,605)

Net Cash from investing activities 17,860,360 192,033

For the six months ended June 30, 2011 June 30, 2010
$ $

Net Cash used in operating activities (2,298,360) (1,180,610)

Net Cash used in financing activities (2,429,332) (16,916,381)

Net Cash from/(used in) investing activities 7,094,763 (7,350,917)

(1) Working capital is a non-IFRS measurement, whidheésdifference between current assets and cutiaritities.

(@ Operating activities

In this quarter, net cash used in operating asi/itvas $1,412,530 (Q2 2010: $378,968), mainlyasgmting
the deposit paid and settlement of other payalfldseoGold Project where there is no such paymetiié same
period last year.

(b) Financing activities

Financing activities used cash flow of $1,657,003his quarter (Q2 2010: $365,605) which represéms
payment for share buy-back of $1,657,003 (Q2 28365,605).

(© Investing activities

The cash inflow from investing activities was $BQ3860 in this quarter compared to a net cashvinfyd
$192,033 in Q2 2010. The cash inflow in the currpatiod mainly represents the repayment from China
Precision of $18,683,092, while the cash inflownfrfinancing activities in the second quarter of @0tas

mainly attributable from the maturity of a $5,0000Qime deposit in May 2010 netting off the advate€hina
Precision for its silver operation of $3,652,562.

10. Statement of Financial Position

(@)  Cash

The Company had $39.8 million in cash and cashvetgnts and time deposit as at June 30, 2011 caugar
$37.4 million as at December 31, 2010. The in@eds$2.4 million was mainly the cash inflow of $9nillion
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from the release of silver bullion to China Premisinet of the cash outflow for the silver openataf $1.6
million, share buy-back of $2.4 million, paymentdiidend of $0.6 million and office expenses ofZsaillion.

(b) Deferred gain on disposal of equity investments &ther payables and accrued liabilities

Pursuant to the share transfer agreement datedldul®010 and supplemental agreement dated Dece3fber
2010, a 80% equity interest in the Yanxi CoppemBrty was disposed to China Daye on July 22, 20t@f
total consideration of $33,333,333 (HKD259,000,000n0ng the equity interest disposed, 32% was bgld
GobiMin and the remaining 48% was held by two Iquaitners. After the disposal, the Company retam8%
indirect unlisted equity interest. The Company ha&seived the cash consideration of $7,722,007
(HKD60,000,000) and the first lot of convertiblerals of $14,157,014 (HKD110,000,000). The applicafiar
the mining license of the Yanxi Copper Propertinithe process. After the mining license of thexXiaCopper
Property is granted, the Company shall receive fithal lot of convertible bonds. Pursuant to thédsa
agreements, should the mining license not be giameAugust 31, 2011, the Company guarantees tmaeto
the buyer all the consideration received and inrretthe buyer shall transfer the interest in Ya@xipper
Property back to the Company.

The deferred gain on disposal of the 32% equitgrest in the Yanxi Copper Property of $5.7 millrepresents
the cash received of $7.7 million, convertible bemdceived of $14.2 million (which was classifiezl @her
financial assets), convertible bonds receivablldf.5 million (which was classified under prepaymeeposits
and other receivables), netting off the share sétssas at June 21, 2010 of $0.9 million and qgthgables and
accrued liabilities for mining license fee, taxarap duty and related payments of $26.8 million.

(©) Other Financial Assets

Part of these financial assets represents the dirieebonds of $14.2 million (HKD110,000,000) issuby
China Daye as partial consideration for the dispo$ahe equity interest in the Yanxi Copper Prapeas
mentioned in note 3(d)(ii). The convertible bonds stated at $15,721,494 (HKD122,156,012) as at greded
December 31, 2010 based on their fair value asrrdated by an independent professional valuator. The
directors estimate that there is no significaningfeain the fair value of the convertible bondstauae 30, 2011.

The remaining balance of $0.8 million representshbld-to-maturity listed debenture held by the @any as
at June 30, 2011.

(d) Other Payables and Accrued Liabilities

As at June 30, 2011, the balance of other payaldsaccrued liabilities are mainly composed ofghgables
for the mining license fee, tax, stamp duty andtezl payments of $26.8 million arising on the désp®f the
Yanxi Copper Property.

(e) Share Capital

As at June 30, 2011, the Company had 62,912,33moonshares issued and outstanding. During thistear
2,053,000 common shares were bought back and t¢edhcel

11. Related Party Transactions
During the six months ended June 30, 2011, the @ogpentered into the following transactions withated

parties:
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a) Stock-based compensation expenses of $68,497 (sithsiended June 30, 2010: $52,187) in respect of
options previously granted to directors and key ag@ment personnel.

b) Director fee and payroll to director and key mamaget personnel of $248,641 (six months ended June
30, 2010: $225,658).

c) Rental income of $27,313 (six months ended June28@0: $15,932) from the office building in
Xinjiang received from related parties.

As at June 30, 2011, advance made by the Compangldted parties were disclosed as amount due from
investee companies and amount due to related pantigotes 8 & 9 in the financial statement asofel:

d) The current portion of amount due from an investempany of $5,243,493 represents an advance to
China Precision in which the Company has an edotgrest of 49%. Such amount is unsecured, bear
interest at the rate of 2% per annum and withoxedirepayment terms. During the quarter, the
Company received $18,683,092 repayment from Chigaei$ton.

e) The non-current portion of the amount due from awestee company is the shareholder loan of
$1,981,691 (RMB13,060,000) advanced to Faithfulibfil Limited, in which Gobimin owns an indirect
equity interest of 49%. The loan was arrangedrtarfce the development of the Balikun Coal Project i
Xinjiang. The amount remained unchanged since Dbee®il, 2010.

f) The current portion of the amount due from a relgtarty represented the interest bearing loanlitayal
$15,173,745 (RMB100,000,000) to a minority shardéolof the Company’s investee companies,
Xinjiang Ruide and Balikun Yinxin Minerals Investmnis Limited. The loan is secured against a pledge
of the equity interests of a mining company whieime a nickel-copper project in Hami, Xinjiang. The
amount remained unchanged since December 31, 2010.

s)] The non-current portion of the amount due fromteslgparties included:

- $401,012 receivable from a company of which 8% tgquiterest was owned by the Company.
The amount was incurred for Chinese exploratiorvises on its exploration projects and
remained unchanged since December 31, 2010.

- $1,210,464 receivable from minority shareholdershef Company’s subsidiary, Tongyuan. The
amount was incurred for Chinese exploration sesvioe its exploration projects and was
increased from $1,172,993 as of December 31, 2010.

- $319,559 deposit paid to minority shareholdershef Company’s subsidiary, Tongyuan. The
amount remained unchanged since December 31, 2010.

These transactions with related parties were medsat the exchange amount, which is the amount of
consideration established and agreed by the paiiespt for item (d) and (f), the balances witlated parties
are unsecured, non-interest bearing and withoatifrepayment term.

12. Contractual obligations and commitment

As at June 30, 2011, there are capital commitmentapproximately $1,924,906 (December 31, 2010:
$1,284,997) that the Group had contracted, buprmtided for. The commitments are mainly for asgion of
the exploration assets.

In 2009, the wholly owned subsidiary of GobiMin,ndang Weifu Mining Limited, together with Baodi @n
Brigade No. 2 formed a joint venture company, Taragy, for the development of the Sawayaerdun Ga{eErr
in Xinjiang, China. GobiMin agreed to invest $7,38! (RMB50,000,000) in cash to Tongyuan for it8670
equity interest. The consideration for acquiring exploration and mining license of the Sawayaer@old
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Property is $6,669,247 (RMB45,500,000) and Tongyhas paid a deposit of $6,069,498 (RMB40,000,080) a
at December 31, 2010. The remaining commitmer$8%4,556 (RMB5,500,000) will be paid based on the
progress on the transfer of the exploration andrgilicenses to Tongyuan.

On April 7, 2010, Tongyuan entered into an agredm@nexploration services relating to the Sawagtaar
Gold Project. The contracted amount is $674,254BR)M00,000) and Tongyuan has paid a deposit of $399
(RMB2,106,000) as at December 31, 2010. The remgicdommitment is $378,433 (RMB2,494,000).

As at June 30, 2011, the Company has approxim&ehi,917 (December 31, 2010: $72,008) remaining
commitment in the operating lease of its Hong Kd@igina and Canada offices.

13. Off-balance sheet arrangements

The Company does not have any off-balance shemigagments.

14, Proposed Transaction

Yanxi Copper Property

After the disposal of a 32% equity interest in Wanxi Copper Property to China Daye in July 2010bi®in
owns a remaining 8% indirect unlisted equity insér@ the Property. In December, 2010, the Comyzas/
entered into a supplemental agreement with therbiayextend the deadline for obtaining the miniitghse
from December 31, 2010 to August 31, 2011.

According to the supplemental agreement, the cenaiibn for disposal of the 80% indirect equityeheist in
Tongxing to be received upon obtaining the YanxiniMg Licence is reduced by HKD21,000,000 to
HKD259,000,000. The amount of HKD21,000,000 wel deducted from the Non-delivered CB. In additon
applying for Yanxi Mining Licence, the Company wallso be responsible for applying for a mining tice (the
“New Mining Licence”) for an area which is adjacdntthe Property (the “New Area”). The New Mining
Licence should be obtained on or before June 304.20he Company will be entitled to the Non-delec: CB
and an additional consideration in cash based emalource estimate of the New Area, in total wittap of
HKD106,000,000, of which 50% will be paid upon thempany providing the resources estimate reportlaad
remaining 50% will be used to settle the licendieg of the New Area with the balance paid to thenGany
upon obtaining the New Mining Licence. The finatldotal consideration for the 80% indirect equitterest in
Tongxing will accordingly be capped to HKD365,000 Based on the reduced consideration of $33lomi
(HKD259,000,000), the Company shall have an eséthateferred gain of $5.7 million for the disposkite
32% equity interest in Tongxing, netting off theamt payable for the mining license fee, tax, staiufy and
related payments of $26.8 million.

15. Outstanding Share Data

The following table provides information concernthg Company’s share capital and convertible seesri

December 31, 2010 June 30, 2011| August 15, 2011
Number of Common Shares 65,890,837 62,912,337 62,797,337
Outstanding
Options 2,519,400 2,366,000 2,366,000
Total Number of Common 68,410,237 65,278,337 65,163,337
Shares Fully Diluted
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16. Risk factors

The mining business conducted by the Company igeuto a number of risks, including those outliretiow.
These risk factors could materially affect the Camps future operating results and could causeah&vents
to differ materially from those described in theward-looking statements relating to the Compangadiers
should also be aware that there are particulas gkloing business in China, some of which arérmd below.

(@) Metal prices

The profitability of the Company may be significdgraffected by changes in the market price of nsetsletal
prices fluctuate on a daily basis and are affettechumerous factors beyond the control of the Camppa
Interest rates, inflation, exchange rates and waufaply of mineral commodities can all cause flagtns in the
market prices for these metals. Such external en@nfactors are in turn influenced by changes tarnmational
economic growth patterns and political developments

The Company may apply its free cash balances talrtrating operations. These transactions arédiy very
nature speculative and could result in GobiMin exiffg financial losses.

(b) Currency risks

The Company’s operating expenses and revenuesdparations are in RMB, the main currency used gy th
Company. Currently, the RMB is linked to the USldoby exchange rates managed through China’saentr
bank. Accordingly, exchange rate fluctuations wile RMB may adversely affect the Company’s financia
position and operating results. The Company doésuroently engage in foreign currency hedging\atogis.

Under current regulations, there is no restrictoonforeign exchange conversion of the RMB on theeru
account, although any foreign exchange transaciothe capital account is subject to prior apprdr@h the
State Administration of Foreign Exchange (“SAFE™M mview by the payment bank in accordance with
regulations issued by SAFE. However, even on tleeat account the RMB is not a freely convertitlierency.
Foreign invested enterprises in China are allowectpatriate profit to their foreign parents or maystanding
current account obligations in foreign exchange iousst present the proper documentation to a desidna
foreign exchange bank in order to do so. Thermiguarantee that foreign exchange control poligi#siot be
changed so as to require government approval teecbRMB into foreign currency on the current aatiou
These limitations could affect the ability of th@rm@pany to obtain foreign exchange through debtouite
financing, or to obtain foreign exchange for cdptgpenditures.

(© Exploration, development and operating risks

The exploration and development of mineral depasislves significant risks over a significant etiof time,
which even with a combination of careful evaluatierperience and knowledge may not be eliminateek F
properties that are explored are ultimately devadbinto producing mines. Major expenditures mayeupiired
to establish mineral reserves through drillingdévelop metallurgical processes and to developninéng and
processing facilities and infrastructure at ang sihosen for mining. No assurance can be givenntiradrals
will be discovered in sufficient quantities to jif\st commercial operations or that funds required fo
development can be obtained on a timely basis.etoaomic viability of a mineral deposit dependsneamy
factors, including size, grade, cost of operationstal prices, cost of processing equipment, camaccess to
smelter facilities on acceptable terms, governnmegulations, land tenure, and environmental pratectThe
exact effect of these factors cannot be measurethbicombinations of these factors may impacistiezess of
the Company’s mineral exploration, development aoduisition activities. Even after the commencenwnt
mining operations, such operations may be subjedsks and hazards such as environmental hazadisstrial
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accidents, cave-ins, rock bursts, unusual or ur@ggdegeological formations, ground control probleamsl
flooding. The occurrence of any of the foregoingildaresult in damage to or destruction of mineralperties
and production facilities, personal injuries, eomimental damage, delays or interruptions of pradogct
increases in production costs, monetary losseal liedpility and adverse government action.

It is not always possible to obtain insurance agjaatl such risks and the Company may decide natgore
against certain risks because of high premiumglgraeasons. Should such liabilities arise, thmyld reduce
or eliminate any further profitability and resultincreasing costs and a decline in the value @fstturities of
the Company. The Company does not maintain inseragainst political or environmental risks.

The Company’'s properties are generally located amHregion, a sector which has in the past expese@n
seismic activity of six to seven on the Richterlscdherefore, planning for mines and infrastruetumust
consider seismicity in the design.

The development of mining properties has inherakisr The Company may not have sufficient technisal
financial resources to complete the projects. Cogts-runs are common in mining projects and maeporisk
for the Company.

(d) Uncertainty of ore reserve and resource estimates

For some of its properties, the Company may prejtarewn mineral reserves and resources estimdjeimn
accordance with the former China Ministry of Gedtad) and Mineral Resources (“CMGMR”) classification
system. The CMGMR classification system is not clemp with the Canadian Securities Administrators
National Instrument 43-101. These figures are @symates and there cannot be any assurance diaethe
estimated mineral reserves and resources will bavezed or that they will be recovered at the rattgnated.
Mineral reserve and resource estimates are detednbased upon assumed commodity prices and opgratin
costs. These factors may in the future render icertdaneral reserves and resources unproductive naag
ultimately result in a significant reduction in eeges and resources.

(e) Capital requirements

The Company does have limited financial resourdébough the Company believes it will be able taduhe
development of its mineral properties through @xgstvorking capital, and a combination of debt auplity,
there can be no assurance the Company will betalbise additional funding if needed. Failure bdain such
additional funding could result in the delay or efidite postponement of the exploration and devalept of
some of the Company’s properties.

() Risks relating to conducting business in China

The business operations of the Company are lodateand the revenues of the Company are deriven fro
activities in, China. Accordingly, the businessafcial condition and results of operations of @@mpany
could be significantly and adversely affected bgremnic, political and social changes in China. Galhe
China demonstrates favourable policies towardddarimvestments. However, there is no guaranteectimaent
policy trends and the existing economic policy dfir@ will not be changed. A change in policiesChina
could adversely affect the Company.

(9) Dependence on Key Managerial Employees

The success of the Company is highly dependent dpencontinued services of a small number of key
managerial employees both in Canada and Chinaidimg Mr. Felipe Tan, the Chief Executive Officdrtbe
Company and Mr. Zhang Ming, a Director of the Compand General Manager of the Chinese subsididrg. T
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Company does not currently maintain key-man lifsunance policies on any member of management.
Accordingly, the loss of any of these executivegiddave a material adverse effect on the Company.

(h) Competition

There is significant and increasing competitionhimitthe mining industry for the discovery and asifion of
properties considered having commercial poterifiaé Company competes with other mining companimsges

of which have greater financial resources, and assalt, the Company may not be able to acquireerain
interests on terms it considers acceptable. As, wedl Company competes for the recruitment andtiete of
gualified employees and other personnel. The cugeonomic growth in China and the correspondimegtion

of a more liquid market for skilled employees maad to future problems in retaining local Chinese
management. As a result of this competition, thenany may not be able to acquire additional mineral
interests and hire or retain qualified personneltioprojects.
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