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GobiMin Inc.

Condensed Interim Statement of Financial Positionnaudited)
September 30, 2011

(Expressed in United States Dollars)

September 30, December 31, January 1,
2011 2010 2010
$ $ $
ASSETS
Current
Cash and cash equivalents, and time deposit (Note 6 62,963,423 37,442,778 77,851,902
Silver bullion (Note 7) - 9,549,403 -
Prepayments, deposits and other receivables (Note 8 18,538,312 19,206,004 6,827,929
Amount due from an investee company (Note 9) 9,422,723 3,631,270 39,200
Amount due from a related party (Note 10 (d)) - 15,173,745 -
Total current assets 90,924,458 85,003,200 84,719,031
Non-current
Property, plant and equipment (Note 11) 11,126,678 5,860,376 627,670
Equity investments (Note 12) 2,782,198 7,617,133 2,903,460
Available-for-sale financial assets (Note 13) 211,417 223,174 -
Other financial assets (Note 14) 16,550,914 16,548,801 -
Amount due from an investee company (Note 9) - 1,981,691 -
Amounts due from related parties (Note 10) 1,878,631 1,893,564 1,572,148
Total non-current assets 32,549,838 34,124,739 5,103,278
Total assets 123,474,296 119,127,939 89,822,309
LIABILITIES
Current
Other payables and accrued liabilities (Note 15) 29,700,701 28,229,706 964,150
Deferred gain on disposal of equity investmentstéNd) 5,682,689 5,682,689 -
Total current liabilities 35,383,390 33,912,395 964,150
Total liabilities 35,383,390 33,912,395 964,150
Commitments (Note 16)
SHAREHOLDERS’ EQUITY
Share capital (Note 17(a)) 26,249,486 28,874,192 29,267,506
Contributed surplus (Notel17(c)) 3,252,510 3,744,717 5,857,898
Reserves (Note 18) 7,666 7,666 7,666
Retained earnings 55,266,128 48,952,863 52,494,147
Accumulated other comprehensive income (Note 19) 1,475,738 1,561,563 -
Equity attributable to shareholders of the Company 86,251,528 83,141,001 87,627,217
Non-controlling interests (Note 20) 1,839,378 2,074,543 1,230,942
Total shareholders’ equity 88,090,906 85,215,544 88,858,159
Total liabilities and shareholders’ equity 123,474896 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 November 22, 2011 by:

(Signed) (Signed)
Felipe Tan Hubert Marleau
Director Director



GobiMin Inc.

Condensed Interim Statement of Comprehensive Incom@naudited)

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

Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2011 2010 2011 2010
$ $ $ $
Revenue - - - -
Cost of sales - - - -
Depreciation - - - -
Selling and distribution cost - - - -
Gross profit - - - -
Other revenue and gains (Note 21) 181,899 130,345 558,695 259,304
General and administrative expenses (947,784) (766,111) (2,790,174) (2,261,404)
Stock based compensation (Note 17(c)) (48,845) (113,265) (157,540) (203,864)
Impairment loss in available-for-sale financial (5,558) - (11,757) -
assets (Note 13)
Equity gain in investment (Note 12) 440,292 93,949 399,294 129,126
Operating loss (379,996) (655,082) (2,001,482) (2,076,838)
Gain on disposal of equity investment (Note 5) 8,212,258 - 8,212,258 -
Fair value gain on financial assets - 52,655 - 52,655
Exchange loss (90,106) (326,760) (140,864) (275,067)
Earnings/(losses) before tax and non- 7,742,156 (929,187) 6,069,912 (2,299,250)
controlling interests
Income tax - - - -
Earnings/(losses) before non-controlling 7,742,156 (929,187) 6,069,912 (2,299,250)
interests
Non-controlling interests (Note 20) 235,165 100,945 235,165 100,945
Net earnings/(losses) for the period 7,977,321 (828,242) 6,305,077 (2,198,305)
Other comprehensive income/(loss), net of tax
Foreign currency translation differences (86,364) 354,179 (85,825) 267,756
Comprehensive income/(loss) for the period 7,890,895 (474,063) 6,219,252 (1,930,549)
Net earnings/(losses) per shar@Note 17(f))
Basic 0.126 (0.012) 0.099 (0.032)
Diluted 0.126 (0.012) 0.099 (0.032)
Weighted average number of shares Share Share Share Share
outstanding (Note 17(f))
Basic 63,415,490 67,286,560 63,966,509 67,802,970
Diluted 63,415,490 67,286,560 63,966,509 67,802,970

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 September 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 52,494,147 - 1,230,942 88,858,159
January 1, 2010
Net losses for the period - - - (2,299,250) - - (2,299,250)
Dividend paid - - - (833,629) - - (833,629)
Share buy-back (1,473,664) - - - - - (1,473,664)
Options exercised 1,051,146 (399,062) - - - - 652,084
Options cancelled - (1,878,050) - 1,878,050 - - -
Stock based compensation - 203,864 - - - - 203,864
Contribution by minority 100,945 998,382 1,099,327
shareholder
Other comprehensive - - - - 267,756 - 267,756
income
Balance as at 28,844,988 3,784,650 7,666 51,340,263 267,756 2,229,324 86,474,647
September 30, 2010
Balance as at 28,874,192 3,744,717 7,666 48,952,863 1,561,563 2,074,543 85,215,544
January 1, 2011
Net earnings for the period - - - 6,069,912 - - 6,069,912
Dividend paid - - - (641,006) - - (641,006)
Share buy-back (2,624,706) - - - - - (2,624,706)
(Note 17(a))
Options cancelled (Note - (649,747) - 649,194 - - (553)
17(c))
Stock based compensation - 157,540 - - - - 157,540
(Note 17(c))
Contribution by minority 235,165 (235,165) -
shareholder
Other comprehensive loss - - - - (85,825) - (85,825)
(Note 19)
Balance as at 26,249,486 3,252,510 7,666 55,266,128 1,475,738 1,839,378 88,090,906

September 30, 2011

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

Condensed Interim Statement of Cash Flows (Unaudit)

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

Three Months Three Months Nine Months  Nine Months
Ended Ended Ended Ended
September 30, September 30,September 30, September 30,
2011 2010 2011 2010
$ $ $ $
Cash flows from/(used in) operating activities
Net earnings/(losses) for the period 7,977,321 (828,242) 6,305,077  (2,198,305)
Adjustments for items not involving cash:
- Amortization in general and administrative expenses 80,629 23,191 260,378 136,367
- Stock based compensation 48,845 113,265 157,540 203,864
- Exchange loss 90,106 326,760 140,864 275,067
- Pre-operation deferred asset expensed 274,491 - 783,882 -
- Impairment loss in available-for-sale financial assets 5,558 - 11,757 -
- Equity gain in investment (Note 12) (440,292) (93,949) (399,294) (129,126)
- Non-controlling interests (Note 20) (235,165) (100,945) (235,165) (100,945)
- Gain on disposal of equity investment (Note 5) (8,212,258) - (8,212,258) -
(410,765) (559,920) (1,187,219) (1,813,078)
Change in non-cash working capital items:
- Prepayments, deposits and other receivables 409,963 (16,624,552) (257,065) (16,826,389)
- Amounts due from related parties (40,319) (1,187,026) (77,790) (1,304,287)
- Financial assets (Note 14) - (21,063,484) - (21,603,484)
- Other payables and accrued liabilities 2,288,402 27,773,181 1,470,995 28,164,827
Net cash from/(used in) operating activities 2,247,281 (11,661,801) (51,079) (13,382,411)
Cash flows (used in)/from financing activities
Shares issued for cash from option exercise - 630,882 - 652,086
Options cancelled - - (553) -
Share buy-back (Note 17(d)) (195,928) (1,208,059) (2,624,707) (1,473,664)
Loan to an investee company - 3,052,301 - (2,514,555)
Loan to a related party - - - (14,657,686)
Capital contribution to subsidiary by non-controllinggirest - 1,141,928 - 1,099,326
Net cash (used in)/from financing activities (195,928) 3,717,052  (2,625,260) (16,894,493)
Cash flows from/(used in) investing activities
Addition of property, plant and equipment (5,325,270) (183,967)  (5,526,680) (1,207,575)
Dividend paid - - (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 (3,832,076) - (5,444,299) -
Deferred gain on disposal of equity investment - 6,250,882 - 6,250,882
Maturity of time deposit - - - 5,000,000
Equity investments in joint ventures/investee company - 862,328 - (6,017,990)
Consideration received from disposal of equityestmer 30,347,490 - 30,347,490 -
(Note 5)
Net cash from investing activities 21,190,144 6,929,243 28,284,907 3,230,888
Increase/(decrease) in cash and cash equivalents 23,241,497(1,015,506) 25,608,568 (27,046,016)
Effect of foreign exchange rate changes on cash (86,363) (396,594) (87,923) 279,981
Cash and cash equivalents at beginning of period 398289 47,497,967 37,442,778 72,851,902
Cash and cash equivalents at end of period 62,963,423 46,085,867 62,963,423 46,085,867
Supplementary cash flow information
Interest received 139,434 77,731 224,411 196,335

The accompanying notes form an integral part of these Financial Satements.
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GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the quarter ended September 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 acci
policies followed in these financial statements thiee same as those applied in the interim finarst@tements
for the periods ended March 31, 2011 and June (0.2

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 28. It also provides reconédiad 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 2010itead
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 sbambe earnings of associates accounted for byethaty
method. All significant inter-company transacti@ml balances 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 September 30, 2011
(Expressed in United States Dollars)

Estimates and underlying assumptions are revieweainoongoing 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&untrol exists when the Company has the powegot@rn
the financial and operating policies of an entityas to obtain benefits from its activities. Inesssng control,
potential voting rights currently exercisable aaken into account. The financial statements of ididies are
included in the condensed interim financial statet:érom the date that control commences untildaie that
control ceases.

(i) Associated companies:

Associates are those entities in which the Compeasysignificant influence, but not control, ovee financial
and operating policies. Significant influence iegarmed to exist when the Company holds betweem@®a
percent of the voting power of another entity, tan also arise if the Company holds less than 2fepeof an
entity if the Company has the power to be activalyolved and influential in policy decisions affexg the
entity. Investments in associates are accountedsiog the equity method and are recognized Ihjitat cost.
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 equitgnervs
of equity accounted investees from the date thtifitant influence or joint control commences uttie date
that it ceases.

b. Foreign currency translation

Foreign currency accounts are translated into tdbfars as follows:

)] At the transaction date, eaahset, liability, revenue and expensgenominated in a foreign currency is
translated into U.S. dollars by the use of the ayerxchange rates of the year.

(i) At the year-end dateinsettled monetary assets and liabilitieare translated into U.S. dollars by using
the exchange rate in effect at the year-end dateranrelated translation differences are recoghiae
net income.

(iir) Exchange gains and losses arising on the retraorslat monetary available-for-sale financial assets
are treated as a separate component of the charfge value and recognized in net income.

(iv) Exchange gains and losses non-monetary available-for-sale financial assetdorm part of the
overall gain or loss recognized in respect of fimancial instrument.

(v) Non-monetary assets and liabilities that are meased at historical costare translated into U.S.
dollars by using the exchange rate in effect atddite of the initial transaction and are not subsatly
restated.

(vi) Non-monetary assets and liabilities that are meased at fair value or a revalued amountare
translated into U.S dollars by using the exchaage in effect at the date the value is determimebithe
related translation differences are recognizedeinimcome or other comprehensive loss consistetht wi
where the gain or loss on the underlying non-magetaset and liability has been recognized.
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GobiMin Inc.

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

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 propéntyvarious forms, including prospecting licenses,
exploration and exploitation concessions, minegakés and surface rights. The Company capitalegsents
made in the process of acquiring legal title tsehproperties. Property acquisition and mine dgweémnt costs
are recorded at cost. Pre-production expendituresapitalized until the commencement of productidine
development costs incurred to expand operatingaitgpalevelop new ore bodies or develop mine airas
advance of current production are capitalized aseral assets. Mine development costs related termuperiod
production are charged to operations as incurnetrdst on financing attributable to mine developime
capitalized to mineral assets while constructioth development activities at the property are irgpees. When
the property is placed into production, those edigitd costs are included in the calculation ofdaheortization
of mineral assets. Mineral assets are amortized staight-line basis over the shorter of the estiih useful
life of the asset or 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 agralrassets
and capitalized. Expenditures incurred on depagitiguous 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 phdee operational ore control are charged to opernatias
incurred.

(iv) Other Property, plant and equipment:

Other property, plant and equipment is stated st less accumulated amortization and accumulatediiment
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 annuatetggation or amortization rates are as follows:

Leasehold land & buildings: 4.75%

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 recogmneen 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 that has been replaced is expensed. Routinersegad
maintenance are expensed as incurred.



GobiMin Inc.

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

(vi) Impairment:

The carrying values of property, plant and equiptmame reviewed for indications of impairment at leac
reporting dates. An impairment loss would be recmgpgh when the carrying amount of an asset excdwels t
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 impairmerg lesreversed only to the extent that the assersy/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 defempsnirie tax. Income tax expense is recognized imiecor
loss except to the extent that it relates to iteseegnized directly in shareholders’ equity.

Current income tax is the expected tax payableherntdaxable income for the year, using tax ratestedaor
substantively enacted at the reporting date, arydaajustment to income tax payable in respect eVipus
years.

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

A deferred income tax asset is recognized to thengxhat it is probable that future taxable pmofitill be
available against which the temporary difference ba utilized. Deferred income tax assets are veadeat
each reporting dates and are reduced to the eki&nit is no longer probable that the relatediarefit will be
realized.

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 China, are expensed as incurred.riBotions are reduced by contributions forfeitedtbgse
employees who leave the schemes prior to vestihgifuthe contributions, where applicable.

(i) Stock based compensation expense:

The Company applies a fair value method of accagrtt all stock based compensation granted to grapk
The estimated fair value of the stock options grdn$ determined using the Black-Scholes optiocimyimodel,
and is amortized to income on a straight-line baser the period in which the related servicesrarelered,
which is usually the vesting period, or as applieabver the period to the date an employee islbddido retire,
whichever is shorter.



GobiMin Inc.

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

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 is thte that discounts estimated future cash rex#ippugh the
expected life of the financial asset to that assett carrying amount.

Rental income is recognized on a straight linedager 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 basedthenveighted 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 activitiee Tompany records the present value of the estihzatsts 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. Theoant of the liability will be subject to re-measorent 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. Changestimai®s are accounted for prospectively from theodethe
estimate is revised.

The Company has not recorded a liability for ifsatalitation provision.

J- Financial instruments

Financial assets and financial liabilities, inchgliderivatives, are recognized when the Companygrhbes a
party to the contractual provisions of the finahamstrument. All financial instruments are measugg fair
value on initial recognition. Measurement in suhsad periods depends on whether the financialunsnt has
been classified as held-for-trading, availabledale, held-to-maturity, loans and receivables,tbemfinancial
assets and liabilities.

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

values recognized in earnings. Loans and receisahled other financial liabilities are measure@rabrtized

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

cannot be reliably measured.
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GobiMin Inc.

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

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-$aie”
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, asmduetfrom related parties and investee companies,
loans to related parties are classified as “loars r@ceivables” and are recorded at amortized cost,
which upon their initial measurement is equal &irtlfair value. Subsequent measurements are regtorde
at amortized cost using the effective interest weth

(v) Other payables and accrued liabilities are clasbifais “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 recognized for other liabilitiesunfcertain timing or amount when the Company hasgallor
constructive obligation arising as a result of atgvent, it is probable that an outflow of econotenefits will
be required to settle the obligation and a reliaddémate can be made. Where the time value of e
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
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 reportiate 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 Ise@se classified as operating leases.

The Company as lessor
Rental income from operating leases is recognired straight-line basis over the term of the rai¢\@ase.

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 financgeshand
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GobiMin Inc.

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

reduction of the lease obligation so as to achewmnstant 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 statementarts s considered to be related to the Company if:

(1) the party has the ability, directly or indirectlfrough 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.
4. FUTURE CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

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

Conceptual Framework for Financial Reporting Issued Effective Date
IFRS 9 - Financial Instruments: Amendments to provide goik on| October 2010 Annual periods
the classification and reclassification of finamci@bilities, their beginning on or after
measurement and the presentation of gains andslassdinancial January 1, 2013

liabilities designated at fair value through praefitd loss.

IAS 12 - Income Taxes - Amendments regarding Deferred Téecember 2010  Annual periods
Recovery of Underlying Assets to provide a prattaggproach for beginning on or after
measuring deferred tax liabilities and deferred tssets when July 1, 2012
investment property is measured using the fairevatodel.

IFRS 10- Consolidated Financial Statements: This standgpthce§ May 2011 Annual periods
the current IAS 27 Consolidated and Separate FiahBtatements| beginning on or aftef
The standard identifies the concept of control las determining January 1, 2013

factor in whether an entity should be included itihne consolidated
financial statements of the parent company.
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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 aftef
January 1, 2013
IFRS 13 - Fair Value Measurements: This standard defines|fa May 2011 Annual periods
value, provides guidance on its determination antroduces beginning on or aftef
consistent requirements for disclosures on faineaheasurements. January 1, 2013
Amendments to IAS 1 - Presentation of Items of Other May 2011 Annual periods
Comprehensive Income: The amendment provides goédan the beginning on or after
presentation of items contained in other comprekiengcome January 1, 2013
(*OCI") and their classification within OCI.
IAS 28 - Investments in Associates and Joint Venturess $tdndard  May 2011 Annual periods
describes the application of the equity methodnigestments. The beginning on or after
amendment includes the application of equity methodjoint January 1, 2013
ventures in addition to associates.
IFRS 11 - Joint Arrangements: This standard addressesSeptember Annual periods
inconsistencies in the reporting of joint arrangetaedy requiring a 2011 beginning on or after
single method to account for interests in jointytolled entities. January 1, 2013

5. GAIN ON DISPOSAL OF EQUITY INVESTMENT

During the quarter, the Company has entered intageeement to dispose of all its 49% equity interesiami
Coal Corporation (“*Hami Coal”), through which the@pany owned a 24.49% indirect equity interesthim t
Balikun Coal Project in Xinjiang, China. Pursuaatthe agreement, a total consideration of appraéiya

$30.35 million (RMB200,000,000) was received, imihg the repayment to the Company of the loans

previously made for the Balikun Coal Project. Higposal was completed in September 2011.

$
Share of equity investment 5,234,226
Repayment to the Company of the loans made foB&tikun Coal Project 16,901,006
Gain on disposal of equity investment 8,212,258
Consideration from disposal 30,347,490

6. CASH AND CASH EQUIVALENTS AND TIME DEPOSIT

As at September 30, 2011:

Denominated

Location Currency Amount US$ Equivalent
Canada CAD 208,947 210,291
Hong Kong HKD 186,824,868 24,044,385
China RMB 255,103,449 38,708,747
Total 62,963,423
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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 curcéss. However, under Foreign Exchange Control Reiguls
and Administration of Settlement, Sale and Payméioreign Exchange Regulations of China, the Campa
permitted to exchange RMB for other currenciesuglobanks authorized to conduct foreign exchangebss.

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

7. SILVER BULLION

The silver bullion represents the repayment fromin@€HPrecision Material Limited (“China Precision’ij
which the Company holds a 49% equity holding, @n® made during the year ended December 31, 2@lL0O an
was covered by a fixed future redemption commitniearn China Precision for the same amount at wiieh
silver bullion was transferred to the Company. Eheer bullion was redeemed by China Precisiorhatdame
amount during the quarter ended March 31, 2011.

8. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

As at September 30, 2011, other than the rentabgiisp prepayment of expenses, deposits for exjpborar
construction services, the balance of prepaymelefsosits and other receivables are mainly congtbbly the
following:

(1) As at September 30, 2011, $6,069,498 (RMB40,000,088 been paid by Xinjiang Tongyuan Minerals
Ltd. (“Tongyuan”), in which GobiMin owned a 70% eétuinterest, as deposit for obtaining the
exploration and mining license of Sawayaerdun Gutmperty (see note 16).

(i) Pursuant to the share transfer agreement dated.duB010, GobiMin disposed of 32% equity interest
in the Yanxi Copper Property on July 22, 2010, e/hdtaining an 8% indirect unlisted equity inteiiast
the Yanxi Copper Property. The Company shall rexéine remaining balance of the consideration in
the form of convertible bonds of $11,454,311 (HK[X®®M,000) upon fulfilment of the various
conditions set out in the share transfer agreeraadtthe supplemental agreement thereof and the
successful granting of the mining licence for thenXi Copper Property. Such remaining convertible
bonds to be received are classified as other rabkig (see also note 15).

9. AMOUNT DUE FROM AN INVESTEE COMPANY
The current portion of amount due from an investempany of $9,422,723 (December 31, 2010: $3,68},27

represents an advance to China Precision in whiglCompany has an equity interest of 49%. Sucltuatrie
unsecured, bears interest at the rate of 2% pemamamd without fixed repayment terms.
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The non-current portion of the amount due from awestee company as at December 31, 2010 was the
unsecured, non-interest-bearing shareholder lotirtg $1,981,691 (RMB13,060,000) advanced to Falith
Million Limited, in which GobiMin owns an indireaquity interest of 49%. The loan has been repaahupe
disposal of the Balikun Coal Project during thisudar.

10. AMOUNTS DUE FROM RELATED PARTIES

a) Amounts due from related parties of $401,012 (Ddxmm31, 2010: $401,012) pertains to receivables
from Xinjiang Tongxing Minerals Ltd. (“Tongxing”)of Chinese exploration services on its exploration
projects.

b) Amounts due from related parties of $1,138,031 €@bewer 31, 2010: $1,172,993) pertains to
receivables from minority shareholders of Tongydi@an Chinese exploration services on its current
exploration projects.

c) Tongyuan has paid a deposit of $339,588 (DecembeP@®L0: $319,559) to its minority shareholders
for exploration services to the Sawayaerdun Gotijelet.

d) As at December 31, 2010, the Company advanced tanest-bearing loan (the “Loan”) totaling

$15,173,745 (RMB100,000,000) to a minority shardaolof the Company’s investee companies,
Xinjiang Ruide Minerals Ltd. and Balikun Yinxin Ménals Investments Ltd., pursuant to the
agreements in respect of the acquisition of thé&ect equity interest of 24.49% in the Balikun Coal
Project in Xinjiang. The Loan was secured agamgiledge of the equity interests of a mining
company which owns a nickel-copper project in HaXimjiang. Upon the disposal of the Balikun Coal
Project, the Loan was settled by offsetting wita tonsideration received from the disposal. ThenLoa
has been repaid upon the disposal of the Balikual Bmject during this quarter.

The transactions with related parties are measatrdte exchange amount, which is the amount ofideregion
established and agreed by the parties. Excepteor (d), the balances with related parties wereeurgd, non-
interest-bearing and without fixed repayment term.

11. PROPERTY, PLANT AND EQUIPMENT
Leasehol Furniture  Compute
Mineral land & Leaseholt fixture & hardware § Motor

assets  buildingimprovements equipment equipment vehicles Total

Cost: $ $ $ $ $ $ $
Balance at January 1, 2010 - - 128,85z 34,294 20,474 830,94t 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 2,176,257 2,967,99: 136,67z 335,78 43,331 810,64¢ 6,470,68:
Additions 5094,113 357,235 30,347 39,706 5,279 - 5,526,680
Balance at September 30, 2011 7,270,370 3,325,228 167,019 375,488 48,610 810,64611,997,361
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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 - (105,726) (17,981) (38,009) (6,308) (92,354) (260,378)
Balance at September 30, 2011 - (176,210) (122,496) (77,959) (15,788) (478,230) (870,683)

Carrying amounts:

At January 1, 2010 -

58,43¢ 14,10¢ 17,32¢ 537,80C 627,67(

At December 31, 2010 2,176,257 2,897,509 32,157 295,832 33,851 424,770 5,860,376

At September 30, 2011 7,270,370 3,149,018 44,523 297,529 32,822 332,41611,126,678

12. EQUITY INVESTMENTS

Equity investments as at September 30, 2011 remrédse Company’s equity interests 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 metalitrg, predominately silver; and

GobiMin formerly owned a 40% indirect equity intstdn Tongxing which is engaged in exploration and
development of the Yanxi Copper Property. GobiMas kompleted the disposal of its 32% equity intdrethe
Yanxi Copper Property on July 22, 2010, retaining3&o indirect unlisted equity interest which issslified as
available-for-sale financial assets as mentionatir 13 (see also note 15).

The Company accounts for its investments on edpasgrs, which is carried at cost, adjusted for tben@any’s
proportionate share of the undistributed earnimys lasses of all the above joint ventures. Durihg bine
months and three months ended September 30, 284 Ldmpany recorded a $399,294 and $440,292 equity
gain respectively (nine months and three monthe@8eptember 30, 2010: $129,126 and $93,949 egiity
respectively) in the investments. It mainly restiffeom the equity loss in Hami Coal of $404,755tophe date

of disposal netted off against the equity gain ihin@ Precision of $823,569 for the nine months dnde
September 30, 2011.

13. AVAILABLE-FOR-SALE FINANCIAL ASSETS

The Company formerly owned a 40% indirect equitgriest in Tongxing which is engaged in the explorat
and development of the Yanxi Copper Property. Then@any has completed the disposal of its 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 Tongxiogsdhot have a
guoted market price in an active market and itsvialue cannot be reliably measured, it is measatewst less
any identified impairment loss (see also note 15).
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During the nine months and three months ended Bérte30, 2011, the Company recorded a $11,757 and
$5,558 impairment loss respectively (Septembe2800: $Nil) in the available-for-sale financial etss

14. OTHER FINANCIAL ASSETS

Part of these financial assets represents the dirleebonds of $14.2 million (HKD110,000,000) isslby
China Daye Non-Ferrous Metals Mining Limited (“Caibaye”) as partial payment of the consideratiortlie
disposal of the 32% equity interest in the Yanxp@er Property as mentioned in note 15. The corblertionds
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 dirsatstimate that there is no significant changdenfair value
of the convertible bonds as at September 30, 2011.

The remaining balance of $0.8 million represengshtéld-to-maturity listed debentures held by thenGany.

15. 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 its 32% equity ingtrim the Yanxi Copper Property on July 22, 2010lavh
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 apploafor
mining license of the Yanxi Copper Property iste forocess. After the mining license of the YaBGrpper
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 bshall transfer the interest in the Yanxi Copperperty back
to the Company.

Pursuant to the second supplemental agreementdritéo by the Company on August 30, 2011, the ldead

for obtaining the Yanxi Mining Licence has beentlier extended to January 31, 2012. Under the second
supplemental agreement, the buyer may, at itsdistgetion, extend (1) the repayment date of thevedible
bonds from July 22, 2012 to June 30, 2013 withateresion of the period of the related rights ofvemsion or

(2) the maturity date of the convertible bonds frémty 22, 2012 to June 30, 2013 including the deador
conversion, subject to approval of The Stock Exgeanf Hong Kong Limited and shareholders of thedouif
necessary).

Deferred gain on disposal of equity investments

The deferred gain on disposal of the 32% equitgratt in the Yanxi Copper Property of $5.7 millrepresents
the cash received of $7.7 million, convertible b®mneceived of $14.2 million, convertible bonds reable of

$11.5 million, netted off against the share of esas at June 21, 2010 of $0.9 million and thosalplas and
accrued liabilities as follows.

Other Payables and Accrued Liabilities

As at September 30, 2011, the balance of otherbbesyand accrued liabilities are mainly contribubsdthe
payable for the mining license fee, tax, stamp @ug related payments of $26.8 million arising loe disposal
of the Yanxi Copper Property.
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16. COMMITMENTS

As at September 30, 2011, there are capital camenits of approximately $1,943,035 (December 310201
$1,284,997) that the Group had contracted, bupratided for.

On September 10, 2009, Tongyuan, the 70% ownesidiaty of GobiMin, was formed for the development
the Sawayaerdun Gold Project in Xinjiang, Chinae Tlnsideration for acquiring the exploration anding
licenses of the Sawayaerdun Gold Property is $62869RMB45,500,000) and Tongyuan has paid a depbsi
$6,069,498 (RMB40,000,000) as at September 30, .200He remaining commitment of $834,556
(RMB5,500,000) will be paid based on the progresthe transfer of the exploration license to Toragyu

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 September 30, 2011. The rentagommitment is $378,433 (RMB2,494,000).

As at September 30, 2011, the Company has appatefyn$730,046 (December 31, 2010: $72,008) remguini
commitment in the operating leases of its Hong Kd&ltgna and Canada offices.

17. 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 bought back and cancelled (3,272,500) (2,624,706)
Balance at September 30, 2011 62,618,337 26,249,486
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 157,540
Options cancelled (649,747)
Balance at September 30, 2011 3,252,510
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d. Normal Course Issuer Bid

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

to an additional 3,294,541 common shares, repneserapproximately 5% of the then common shares
outstanding. Purchases are made in accordancepylitable regulations over a maximum period ofrichths
ending January 31, 2012. During the nine monthsee@rseptember 30, 2011, a total of 3,272,500 common
shares were repurchased for an aggregate cost,0245206 (CAD2,607,924). All shares repurchased ar
returned to treasury for cancellation.

e. Stock Options

On May 26, 2005, the Company adopted a resolutimtalling all of its outstanding stock option plaargd
creating a new stock option plan to grant optiangs employees, directors and officers to purchasamon
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:

Nine months ended Nine months ended

September 30, 2011 September 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
Issued on July 7, 2010 - - 1,309,00t 0.76
Forfeited (929,400) 1.15 (982,000 3.34
Exercised - - (1,046,00) 0.55
Outstanding, end of period 1,590,000 1.13 2,537,00 1.13

Summary of the employee stock options outstandingnd exercisable at September 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 0.84 3.61 196,000 0.84 3.61
1.10 1.06 97,000 1.92 1.06 77,600 1.92 1.06
0.79 0.76 1,000,000 1.75 0.76 600,000 1.75 0.76
0.79 0.76 297,000 3.75 0.76 118,800 3.75 0.76
1,590,000 2.02 1.13 992,400 1.82 1.34
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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:

September 30, 2011

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

f. Basic and Diluted Earnings/(Losses) Per Share

Three months ended Three months ended
September 30, 2011 September 30, 2010

Net earnings/(losses) available to shareholders

Basic and diluted $7,977,321 ($828,242)
Weighted average number of shares outstanding

Basic 63,415,490 67,286,560

Effect of dilutive stock options - -

Diluted 63,415,490 67,286,560

Earnings/(Losses) per share (basic) $0.126 ($0.012)

Earnings/(Losses) per share (diluted) $0.126 ($0.012)

Nine months ended Nine months ende
September 30, 2011 September 30, 2010

Net earnings/(losses) available to shareholders

Basic and diluted $6,305,077 ($2,198,305)
Weighted average number of shares outstanding

Basic 63,966,509 67,802,970

Effect of dilutive stock options - -

Diluted 63,966,509 67,802,970

Earnings/(Losses) per share (basic) $0.099 ($0.032)

Earnings/(Losses) per share (diluted) $0.099 ($0.032)

18. RESERVES

There was no movement in reserves for the nine Imscerided September 30, 2011.

19. ACCUMULATED OTHER COMPREHENSIVE INCOME

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

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

21. OTHER REVENUE AND GAINS

The Company recognized $181,899 (Q3 2010: $130,84%¢r revenue and gains this quarter, of which
$139,434 (Q3 2010: $77,731) represents interestmiecand $42,465 (Q3 2010: $44,340) representslrenta
income from the office building in Xinjiang.

22. SEGMENTED INFORMATION

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

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

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

23. 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
financial liabilities. The carrying values of th@@pany’s financial instruments are classified ithte following

categories:

September 30, 2011 December 31, 2010

$ $
Held-for-trading (a) 78,684,917 53,164,272
Loans and receivables (b) 29,839,666 41,886,274
Held-to-maturity (c) 829,420 827,307
Available-for-sale (d) 211,417 223,174
Other financial liabilities (e) 29,700,701 28,229,706

Category (a): Cash and cash equivalents and convertible bondgs/egtare measured at fair value.

Category (b): Amount due from an investee company, amounts dom frelated parties, prepayments,
deposits and other receivables are measured atiaeabcost.

Category (c): The listed debentures are measured at amortizeéd cos

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

Category (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 f
counterparties to settle these instruments. Theyingramount of all financial instruments clasdifias current
approximates their fair value because of the simaturities and normal trade terms of these instruselhe
fair value of other financial instruments disclogedhe financial statements are based on the Coypdest
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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.

(i) 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. Tampany’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.

(i)  Exchange Rate Risk

The Company generates revenues and incurs expaxjpumarily in Canada, Hong Kong and China and is
exposed to risk from changes in foreign currendgsialn addition, the Company holds financial assetd
liabilities in foreign currencies that expose thenfpany to foreign exchange risks. A significantrd®in the
currency exchange rates between the U.S. dollatvesto the Hong Kong dollars, RMB as well as Gdian
dollars could have an effect on the Company’s fairposition and cash flows. The Company has edgkd

its exposure to currency fluctuations.

Many foreign currency exchange transactions invig\RMB, including foreign exchange transactionsauritie
Company’s capital account, are subject to forexghange controls and require the approval of the&ZLBtate
Administration of Foreign Exchange. Developmentatieg to the economy and actions taken by the &hin
government could cause future foreign exchanges tat@ary significantly from current or historigaltes. The
Company cannot predict nor give any assurances déiitire stability. Future fluctuations in exchamgtes may
adversely affect the value, translated or converieU.S. dollars of the Company’s net assets pnefits and
any declared dividends. The Company cannot giveamsyirance that any future movements in the exehang
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 September 30, 2011 with other variables umgbd, a 1% strengthening (weakening) of the ChiRdB
against the Canadian dollar would have increasedréased) net income and other comprehensive inbothe
by $1.1 million. While a 1% strengthening (weakeyinf the Chinese RMB against the U.S. dollar wdwde
increased (decreased) net income and other compsighencome both by $1.1 million.

(iv)  Credit Risk

The Company is exposed to credit risk with respeatash equivalents, other receivables, amountsfrdoe
investee companies, amounts due from related patid other financial assets. Save for the cotlertionds
and held-to-maturity listed debentures which asgest at its fair value and amortized cost respelgtithe
carrying amount of these assets included on thenbalsheet represents the maximum credit expoBueee is
a concentration of credit risk arising from the wenible bonds received on disposal of the Yanxpfia
Property stated at $15,721,494 as at Septemb@03Q@, Management believes that the risk of cledg on the
convertible bonds is minimal as the issuer of tbevertible bonds is a Hong Kong listed company. Tash
equivalents are call deposits at banks or time siepbd terms less than 90 days. None of the caslivalgnts
were in asset backed commercial paper productsCbngpany has deposited the cash equivalents irslthak
meet minimum requirements for quality and liquiddag stipulated by the Company’s Board of Directors.
Management believes the risk of loss to be remote.

(V) Liquidity Risk

Liquidity risk is the risk that the Company may euanter difficulties in meeting obligations assoethtwith
financial liabilities. As at September 30, 2011le t@ompany was holding cash and cash equivalents of
$62,963,423. The Company has determined that thlke aad cash equivalents available will be more than
sufficient to fund its requirements for investmeintsvorking capital and capital assets. The to29,%00,701
financial liabilities are due within one year.
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(vi) 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.

(vii)  Financial instrument
The fair value hierarchy under by IFRS 7 “Finandiastruments — Disclosures” establishes three setel
classify the inputs to valuation techniques useti¢@asure fair value. The fair value hierarchy ifollews:
Level 1 - Quoted (unadjusted) prices for identasdets or liabilities in active markets.
Level 2 - Inputs other than quoted prices incluaéthin 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 vdniigy over time);

. Inputs other than quoted prices that are obsenfabline asset/liability (e.g interest rates,
yield curves, volatilities, default rates, etcngda
. 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.
The Company’s financial assets are measured atdhie as follows:
Fair Value Measurements at Reporting Date Using

Level 1 Level 2 Level 3 Total
$ $ $ $

September 30, 2011

Cash and cash equivalent 62,963,423 - - 62,963,423

Convertible bonds - - 15,721,494 15,721,494
62,963,423 - 15,721,494 78,684,917

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

24, 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 $86,251,528 consists of the items included arefolders’ equity. The Board of Directors doesestablish

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 uydey assets.

The Company is not subject to externally imposeaitabrequirements.
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25. ECONOMIC DEPENDENCE

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

26. RELATED PARTY TRANSACTIONS

a. Key management compensation

The remuneration of key management and directas fsllows:

Nine months ended Nine months ended
September30, 2011 SeptembeB0, 2010

$ $

Short-term benefits and director fees 409,758 343,710
Stock based payments 101,784 130,803
511,542 474,513

b. Rental income
The rental income from related parties is as fadow

Nine months ended Nine months ended
September30, 2011 SeptembeB0, 2010

Lessee Relationship $ $

Xinjiang Tongxing Minerals Ltd. Available-for-sale 22,761 3,793
financial assets

Xinjiang Tian Mu Resources Co. Ltd. Common director 18,208 12,139

and shareholder

40,969 15,932

C. Advances to other related parties

Advance made by the Company to related partigseatjtiarter end were disclosed as amount due froestee
companies and related parties in notes 9 and I&r@tan the aforementioned, there were no otlgeifsiant
related party transactions requiring disclosurd@financial statements.

27. EVENTS AFTER THE REPORTING DATE

For the period from 1 October 2011 to 22 NovemB64d,1, a total of 22,041 common shares were repsecha
under the normal course issuer bid, at an aggremesteof $13,698 (CAD13,610). All shares repurekaare
returned to treasury for cancellation.

28. 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
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position by applying existing IFRS standards ireeffat the release of these condensed financi@nstats.
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 ghao IFRS standards that require retroactivestgnt.

As stated in note 2, these financial statementpm@eared in accordance with IFRS. The accountaligips in
note 3 have been applied in preparing the condensaidim financial statements for the period en8egtember
30, 2011, the comparative information presenteth@se condensed financial statements for the yedede
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 fiign
position, financial performance, and cash flowsasout below.

IFRS 1 First-time Adoption of International FinagicReporting Standards sets forth guidance forinfigl
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 hakedpihe following exemptions to its opening stagetnof
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 utilileid
election and has therefore applied IFRS 3 onlyusiress combinations that occurred on or after algni,
2010.

The Company’s 50% interest in Xinjiang Xinya Minksr&imited (without controlling power) was recordby
proportionate consolidation in the Company’s coidsted financial statements under Canadian GAAP.
However, under IFRS 3, the assets and liabilitesuaed should be recorded at fair value to therxof the
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 combinatiaigook

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 innesits. 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-tadepters 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 befer&atier of the date of transition to IFRS and Jaynd,
2005. The Company has elected not to apply IFRSdptions that vested prior to January 1, 2010¢kwvhiave
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 arsefting
adjustment to contributed surplus and accumulatiier comprehensive income.

Under IFRS
. Each tranche of an award with different vestiages is considered a separate grant for the asitwolof
fair value, and the resulting fair value is amatiover the vesting period of the respective traach
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. 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 dwvenesting 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 inattier stage of the vesting period while lowgrthe
relevant expenses in the later stage. The impatiteadCompany 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 transacti®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 oftadiping or expensing exploration costs. The Conya
policy under Canadian GAAP has been to capitalizexgploration costs. Management planned to comdiue
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 béeppn
a retroactive basis, amounts previously capitalizeder Canadian GAAP will be written off and chatde
deficit as at January 1, 2010. This adjustmeakjmcted to decrease shareholders’ equity by $li6rm

e. Cumulative Translation Differences

IFRS 1 allows that the cumulative translation difeces for all foreign operations be deemed zetioeatlate of
transition to IFRS, with future gains or losses subsequent disposal of any foreign operations tude
translation differences arising from periods ptimthe date of transition to IFRS. The Company willke this
election and deem all cumulative translation dédferes to be zero on transition to IFRS as at Jariya2010
and absorbed the previously accumulated cumulaweslation 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.
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IFRS also permits property, plant and equipmeibietoneasured 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 dates, the Company is requiredet@ew goodwill and intangible assets for indicatof
impairment or reversals of impairment. In the evdiat 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 diffepsfthe presentation in accordance with Canadian BAA

IFRS employs a conceptual framework that is sintda€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 imgea to the Company’s reported financial positiod gesults

of operations. In order to allow the users of thearicial statements to better understand thesegebaithe
Company’s Canadian GAAP Statement of Comprehensigeme, Statement of Financial Position and
Statement of Cash Flows for the year ended DeceBihet010 have been reconciled to IFRS, with tkaltieg
differences explained.

The following reconciliations are provided hereafte

(1) Reconciliation of statement of financial positicha January 1, 2010

(2) Reconciliation of statement of financial positicha September 30, 2010

(3) Reconciliation of statement of financial positiaa December 31, 2010

(4) Reconciliation of statement of comprehensive incéon¢he nine months ended September 30, 2010
(5) Reconciliation of statement of comprehensive incéon¢he year ended December 31, 2010.
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(1) Reconciliation of statement of financial positn as at January 1, 2010

Reference Canadian IFRS
to note 28 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(

Amounts due from related parties 1,572,14¢ - 1,572,14¢
Total non-current assets 5,375,55¢ (272,281) 5,103,27¢
Total assets 90,403943 (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 1,855,870 52,494,147
Accumulated other comprehensive income b,e 2,685,44 (2,655,448) -
Equity attributable to shareholders of the 88,172,970 (545,753) 87,627,217

Company
Non-controlling interests g 1,262,175 (31,233) 1,230,942
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 positn as at September 30, 2010

Reference Canadian IFRS
to note 28 GAAP  Adjustment IFRS
ASSETS $ $ $
Current
Cash and cash equivalents and time deposit a 46,581,299 (495,432) 46,085,867
Prepayments, deposits and other receivablesa,d 23,476,238 (440,592) 23,035,646
Amount due from an investee company 600,261 - 600,261
Total current assets 70,657,798 (936,024) 69,721,774
Non-current
Properties, plant and equipment ad 2,198,776 32,387 2,231,163
Equity investments a,d 8,810,734 234,332 9,045,066
Loan to an investee company 1,914,294 - 1,914,294
Other financial assets 21,603,484 - 21,603,484
Amounts due from related parties 2,877,956 - 2,877,956
Loan to a related party 14,657,686 - 14,657,686
Total non-current assets 52,062,930 266,719 52,329,649
Total assets 122,720,728 (669,305) 122,051,423
LIABILITIES
Current
Other payables and accrued liabilities a 29,140,9 176,917 29,326,894
Deferred gain on disposal of equity 6,249,882 - 6,249,882
investment
Total current liabilities 35,399,859 176,917 35,576,776
Total liabilities 35,399,859 176,917 35,576,776
SHAREHOLDERS’ EQUITY
Share capital b 28,841,786 3,202 28,844,988
Contributed surplus b 3,646,466 138,184 3,784,650
Reserves 7,666 - 7,666
Retained earnings b,d,e 49,540,245 1,800,01 51,340,263
Accumulated other comprehensive income b,e 2,923,20(2,655,448) 267,756
Equity attributable to shareholders of the 84,959,367 (714,044) 84,245,323
Company
Non-controlling interests g 2,361,502 (132,178) 2,229,324
Total shareholders’ equity 87,320,869 (846,222) 86,474,647
Total liabilities and shareholders’ equity 122,72(¥28 (669,305) 122,051,423
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(3) Reconciliation of statement of financial positn as at December 31, 2010

Reference Canadian IFRS
to note 28 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( - 3,631,27(

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 16,5881 - 16,548,80:

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

Amounts 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 2,686,249 48,952,863
Accumulated other comprehensive income b,e, 4,237,3 (2,675,761) 1,561,563
Equity attributable to shareholders of the 84,875,589 (1,734,588) 83,141,001

Company
Non-controlling interests g 2,276,112 (201,569) 2,074,543
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 @@me for the nine months ended September 30, 2010

Reference  Canadian IFRS
to note 28 GAAP Adjustment IFRS

$ $ $
Revenue - - -
Cost of Sales - - -
Depreciation - - -
Selling and distribution cost - - -
Gross loss - - -
Other revenue and gains 259,304 - 259,304
General and administrative expenses d (1,979,943) (281,461) (2,261,404)
Stock based compensation b 1,561,748 (1,765,612) (203,864)
Equity gain in investment d 116,900 12,226 129,126
Operating loss (41,991) (2,034,847) (2,076,838)
Fair value gain on financial assets 52,655 - 52,655
Exchange gain (275,067) - (275,067)
Losses before tax and non-controlling interests (26403) (2,034,847) (2,299,250)
Income tax - - -
Losses before non-controlling interests (264,403) (2,034,847) (2,299,250)
Non-controlling interest - 100,945 100,945
Net losses for the period (264,403) (1,933,902) (2,198,305)
Other comprehensive income, net of tax
Foreign currency translation differences 267,756 - 267,756
Comprehensive income/(loss) for the period 3,353 (1,933,902) (1,930,549)
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(5) Reconciliation of statement of comprehensive aome for the year ended December 31, 2010

Reference Canadian IFRS
to note 28 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 d (3,440,917) (509,459) (3,950,376)
Stock based compensation b (361,294) 45,39z (315,902)
Equity loss in investment d (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( - 1,564,48C
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 - 170,336 170,336
Net losses for the year (2,283,063)  (1,123,130) (3,406,193)
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) (1,143,443) (1,844,630)
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The following discussion and analysis of the corsgeinoperating results and financial condition obi®bn Inc.

for the quarter ended September 30, 2011 shoulekde in conjunction with its interim condensed ficial
statements for the quarter ended September 30, pfddared in accordance with International Findncia
Reporting Standards (“IFRS”) and its audited coséeénfinancial statements for the year ended Decefithe
2010 prepared in accordance with Canadian genexatlgpted accounting principles (“Canadian GAAP”).

This Management’s Discussion and Analysis was pezpan November 222011. Additional information
relating to the Company is available on the SEDAdbsite at www.sedar.com under GobiMin Inc.

Certain statements included in this discussion ttuts forward-looking statements. Such forwardkiog
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, unceriantind 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 oraer
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 torbi@ 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 Gulect and four base metals exploration projémts
nickel, copper and gold in Xinjiang. The projeats respectively under the process of drillingsistauctions,
conducting pre-survey and exploration works.

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

During the quarter, GobiMin disposed of its 24.4Bfdirect equity interest in Balikun Coal Project fo total
consideration of $30.35 million, realizing a gafrepproximately $8.21 million.

2. Highlights

(@ Corporate Highlights

< The Sawayaerdun Gold Project has completed drilmogks of about 30,100 meters with 84 drill
holes and continues for further drilling aimingnbaximize the project potential

< Completed disposal of 24.49% indirect equity insérén Balikun Coal Project for a total
consideration of $30.35 million, recording a gair$8.21 million

< Extended the deadline for obtaining the miningrigx of Yanxi Copper Deposit to January 31, 2012

< Continuing the exploration of other mineral progeict Xinjiang, China

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

Three months ended Twelve months ended Three months ended

September 30, December 31, September 30,
2011 2010 2010
Cash and cash equivalents and time deposit $63 million $37 million $46 million
Cash and cash equivalents and time deposit
per shar® $1.01 $0.57 $0.68
Working capital $55.5 million $51.1 million $34.1 million
Total assets $123.5 million $119.1 million $122.1 million
Net assets $88.1 million $85.2 million $86.5 million
Net earnings / (losses) $8.0 million ($3.4 million) ($0.8 million)
LBITDA® ($0.2 million) ($4.6 million) ($0.8 million)
Basic and diluted earnings/(losses) per share  $0.126 ($0.051) ($0.012)
LBITDA per shar& ($0.004) ($0.068) ($0.012)

(1) As non-IFRS measurementBITDA (losses before interest income and expense, intares, stock based compensation, depreciation and
amortization),LBI TDA per share and Cash and cash equivalents and time deposit per share do not comply with IFRS and, therefore, the am®unt
presented in the above table may not be compartabEmilar data presented by other companies. Tat ds intended to provide additional
information and should not be considered in isolator as a substitute for measures of performamepgred in accordance with IFRS.

3. Business Summary and Development

(a) Gold Project in Xinjiang

Through a wholly owned subsidiary, the Company oar% equity interest in Xinjiang Tongyuan Mineral
Ltd. ("Tongyuan”) to develop and operate the Sawagan Gold Project in Xinjiang, China.

Background
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 orfaéle®e most promising gold belts in China. Gold malization
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 ZdW.

According to the NI 43-101 technical report prepog Wardrop a Tetra Tech Company in March 2011i¢lwh
can be viewed at www.sedar.com), at a lower gradeshold of 0.5 grams/tonne gold, Zone |V is edtétado
contain indicated resources of about 34 millionneswith an average grade of 1.3 grams/tonne gdiduf
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).

Update
As at 30 September 2011, about 30,100 meters ihgrand 84 drill holes have been completed. Eiginther

drill holes with around 1,490 meters in the Zoneh&e been completed in October 2011. GobiMin fesnb
conducting the testing during the drilling prograamsl has retained Mr. Philip Jones, B App Sc, AUMIMIG,

a Qualified Person as defined by the NI 43-10lcassultant geologist for reviewing the exploratfmogress.
Mr. Philip Jones has reviewed the assay resultth®23 diamond drill holes from the 92 completed Holes
program and commented that the assay results loeienoed the continuity of the mineralization aptie while
preparations in support of an updated resourcenatdi for Zone IV is well underway and an initiaboarce
estimate for Zone | is expected once all the remgiassays have been received, hopefully by theo€B2611.

Due to the snowing weather, the exploration worlkseansuspended in October 2011 and will be resumed b
April 2012.
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(b) Coal Project in Xinjiang

GobiMin formerly owned an indirect equity intereft24.49% in the Balikun Coal Project in Xinjiar@hina. It
entered into an agreement with an existing shadehaif the project to dispose of all its 24.49%nect equity
interest. GobiMin has received the total consitienaof $30.35 million, which includes the proceeafsthe
disposal, the repayment to the Company of the Idanshe Balikun Coal Project and the related iests.
GobiMin has recorded a gain of about $8.21 millksra result of the disposal.

Part of the consideration received will be usedrigestment and development of the Sawayaerdun Baiict
in Xinjiang and the remaining will be set aside étiner investment opportunities.

(© Silver Operation

GobiMin holds an equity interest of 49% in Chinaeétsion Material Limited (“China Precision”) which
engages in metal trading and processing, predomtyriarsilver.

Background
China Precision has established a small procesgimgshop in Hong Kong since August 2010 for protess

the silver and refining silver into bars and grasulvith 99.99% purity for sale to industrial cusevsx To
increase product variety and profit contributiompb®lin will continue to source and explore new il
business opportunities in this sector.

Update
The Company has made advances to China Precisiam time to time solely to finance its silver invent

depending on economic and market conditions. Aegtember 30, 2011, amounts due from China Predisio
the Company amounted to $9.4 million while Chinadion has a silver stock of 12.2 tonnes with aketa
value of $11.7 million. The Company recorded inseiacome of $242,667 through advancement of fupétn
China Precision for the nine months ended SepterBbBer2011 and $31,972 for the three months ended
September 30, 2011. For the three months ende@r8bpt 30, 2011, China Precision has a net profitboiut
$1.2 million and GobiMin recorded an equity gain $672,146 from its investment in China Precision,
comparing with an equity gain of $58,452 for theethmonths ended September 30, 2010.

(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,
and gold. GobiMin has invested a total of $2,883,0@RMB19,000,000) as capital in five exploratiorninjo
ventures in Xinjiang since 2007, including the istveent in the joint venture which found the Yanxp@er
Property subsequently disposed. The total costvastment for the remaining four exploration jougntures
currently held amounted to $2,276,062 (RMB15,000)@¢hile the equity investment up to September28d,1

is $1,829,514 (RMB12,057,106) after sharing the-qperating and exploration expenses of $446,548
(RMB2,942,894). GobiMin will continue to conduct egsurvey and exploration to identify potential
mineralization through these exploration joint weat. Those exploration licenses not having goodpect are
relinquished by not applying for renewal or sellilegthird parties. During the quarter ended Sep&m30,
2011, the joint ventures had entered into agreesrendispose to local third parties of five exptuma licenses
not having good enough prospect for further expionafor a total consideration of $986,293 (RMB&3D0),
which are expected to be completed by the endeoj#ar. The joint ventures have kept exploring seapper
projects among the exploration licenses which sgowed indications of copper mineralization.
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(i) Yanxi Copper Property

Backaround
GobiMin formerly owned a 40% indirect equity intsten 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 SAaemsfer Agreement with China Daye Non-Ferrous Meta
Mining Limited (“China Daye”) on July 14, 2010 radag the disposal of 80% of its equity interest in
Tongxing. The transaction was completed on Jul\2P20 and GobiMin has received all the cash cenatibn
and the first lot of convertible bonds (“CB”). Gbbn currently retains an 8% indirect unlisted dguiterest

in the Yanxi Copper Property.

The Company has entered into a supplemental agreemith China Daye on December 30, 2010 to extéed t
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 Licencerésluced 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 renab
guantity. The amount of HKD21,000,000 will be dethd from the second and final lot of CB (the “Non-
delivered CB”). In addition to applying for YanMining Licence, the Company will also be resporssifdr
applying for a mining licence (the “New Mining Licee”) for an area which is adjacent to the Yanxp@er
Property (the “New Area”). The New Mining Licenskould be obtained on or before June 30, 2014. The
Company will be entitled to receive the Non-deleatICB and an additional consideration in cash basetthe
resource estimate of the New Area, subject to amnax of HKD106,000,000, of which 50% will be paidan

the Company providing the resources estimate reputtthe remaining 50% will be used to settle ibenking
fee of the New Area with the balance paid to then@any upon obtaining the New Mining Licence. Theafi
and total consideration for the disposal of the 8@#irect equity interest in Tongxing will accordiy be
capped to HKD365,000,000. Based on the reducedidemmasion of $33.4 million (HKD259,000,000), the
Company shall have an estimated deferred gain af 8llion for its disposal of the 32% equity irgst in
Tongxing, netting off the amount payable for thenimg license fee, tax, stamp duty and related paysnef
$26.8 million.

Update
Pursuant to the second supplemental agreemenedriteo by the Company on August 30, 2011, the ldead

for obtaining the Yanxi Mining Licence has beentlier extended to January 31, 2012. In additionn&iaye
may, at its sole discretion, extend (1) the repayrdate of the CB from July 22, 2012 to June 3Q,32@ithout
extension of the period of the related rights afvarsion or (2) the maturity date of the CB fronlyR22, 2012
to June 30, 2013 including the deadline for conwerssubject to approval of The Stock Exchange ohdf
Kong Limited and shareholders of China Daye (ifessary).

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

It is expected that upon obtaining the Yanxi Minitigence, the Company would realize an estimated g&
about $5.7 million for its disposal of the 32% dgunterest in Tongxing, with a further potentiadig to be
ascertained and realized after finalizing the Neimiy Licence and the related exploration work.

(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 furylear expiring on January 31, 2012. During the tguar
ended September 30, 2011, a total of 294,000 conshares have been repurchased at an aggregatef cost
$195,928 (CAD194,675). For the period from Janu2i$1l to November 22, 2011, the programme has been

4



GobiMin Inc.

Management’s Discussion and Analysis of Financial ésults
For the quarter ended September 30, 2011

(Expressed in United States Dollars)

November 22, 2011

completed with a total of 3,294,541 common shaggsinchased at an average price of CADO0.788. Alfesh
repurchased were returned to treasury for canmellat Management believes that the repurchase by th
Company of its own shares can maximize shareholalele and is in the best interest of the Compartyitn
shareholders.

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

() Working Capital

As at September 30, 2011, the Company has a wodapgal of about $55.5 million (December 31, 2010:
$51.1 million), after netting off its current lidities of $35.4 million (December 31, 2010: $33.8lion).

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 development of the ergprojects and operations.

4, Key Economic Trends

(@) China Economy

Since GobiMin’s operations are mostly conducte@lina, 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 quartatednSeptember 30, 2011, the Chinese currency Rénmin
(“RMB”) appreciated by 1.26% against the U.S. dotlamparing with the exchange rate on June 30,.2011

RMB - USD Exchange Rate
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0.158

0.156 T a
0.154 --“/V""-‘rrﬂl

0.152

0.150 W‘

0.148

0.146
QQ 6\@ \\,‘\9 o,\/c Ny Q‘\}, Q;\‘\/'\, O’\’ \\,\/\’ &'\, \(\/\’ Q\, Q,‘\},
o 'e) NS & N (@ A R g N » O X2

(b) Gold Market

Although the Sawayaerdun Gold Project is at théagafpion stage, the gold market price has an imiteeon the
project value. For the quarter ended Septembe2@D1, the gold price has increased by around 8.2¢&nst
the price on June 30, 2011.
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5. Critical Accounting Policies and Estimates

The Company’s significant accounting policies aesatibed in Note 3 to the condensed interim firgnci
statements for the quarter ended September 30, ZO&lpreparation of financial statements in camftyr with
IFRS requires management to make estimates anthpseuas that affect the reported results. Changebdse
estimates could materially impact the condenseahtiral statements. The policies and estimates rogdbe
Company that are considered to be most criticatlaseribed below.

(a) Revenue Recognition

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

Rental income is recognized on a straight linedbager 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 prosimectlicenses, exploration and exploitation concassi
mineral leases and surface rights are capitaligadiaeral assets since acquiring legal title teehgroperties.

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

Pre-exploration costs are expensed in the periadhioh they are incurred.
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(c) 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 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 aggtt an
estimated residual value of 0-5%. The annual degiien 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 egulations relating to environmental disturlenc
caused by exploration and evaluation activitiee Tompany records the present value of the estihtaists of
legal and constructive obligations required toaesthe exploration sites in the period in whicé dbligation is
incurred. The nature of the rehabilitation actastiincludes restoration, reclamation and re-veigetaif the
affected exploration sites.

The rehabilitation provision generally arises wiie@ environmental disturbance is subject to govemtrtaws
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 trdigk®unt rates and liability specific risks.

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

The Company has not recorded a liability for itsatglitation provision.

(e) Equity Investment

Investments in shares of incorporated companieshinh the Company’s ownership is greater than 20&mo
more than 50% and wherever significant influencerassent, are accounted for by the equity methde: T
Company accounts for its investment on an equigisbavhich is carried at cost, adjusted for the Gany’'s
proportionate share of the undistributed earnimgslasses and reserves.

() Einancial Instruments

Financial assets and financial liabilities, inchugliderivatives, 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 sulhsed periods depends on whether the financialungnt has
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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 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 tfoedbe 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 statementart [ 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;

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

(i)  the party is an associate of the Company fiat 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 pasdferred to in (i) or is an entity under the contijoint
control or significant influence of such individsal

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

A transaction is considered to be a related pastysaction when there is a transfer of resourcexbligations
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 afdial
position by applying existing IFRS standards ireeffat the release of these condensed financi@nstats.
However, the opening IFRS statement of financiaifumn and the December 31, 2010 comparative stieof
financial position presented in condensed finarstialements for the year ending December 31, 2Gh differ
from those presented at this time if there are ghao IFRS standards that require retroactivestmgnt.

IFRS has been applied in preparing the condensaddial statements for this quarter as well agHerperiod
ended September 30, 2010 and December 31, 2010pthgarative information presented in these coreténs
financial statements for the year ended Decembg2@l0 and an opening IFRS statement of finan@altion

at January 1, 2010.

In preparing its opening IFRS statement of finainpiasition, the Company has adjusted amounts regort
previously in condensed financial statements pegpar accordance with previous Canadian GAAP.

IFRS 1 First-time Adoption of International FinamicReporting Standards sets forth guidance forinitel
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adoption of IFRS. Under IFRS 1, the standards gmied retrospectively at the transitional statetmeh
financial position date with all adjustments toedssand liabilities charged or credited to retaiaachings 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 retotpely
to business combinations that occurred before #te df transition to IFRS. The Company has utilizieid
election and has therefore applied IFRS 3 onlyusirtess combinations that occurred on or after algni,
2010. The Company’s 50% interest in Xinjiang Xinklnerals Limited (without controlling power) was
recorded by proportionate consolidation in the Canyxs condensed financial statements under Canadian
GAAP. However, under IFRS 3, the assets and lissliacquired should be recorded by a fair valuéhéo
extent of the acquirer’s percentage ownership efatquired entity as equity investments. An ex@npinder
IFRS 1 makes it possible to avoid restatement ciness combinations that took place prior to thie ad
transition to IFRS. The Company has decided notestate business combinations that took place poior
January 1, 2010 and there is no impact on the Bblters’ equity. The expected impact on openingrég is
the re-classification of certain assets and curiabtlities to long term investments. The Companiyl apply
IFRS 3 prospectively for business combinations oooy 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 NoveneR002, or equity instruments that were granted
subsequent to November 7, 2002 and vested befertatier of the date of transition to IFRS and deyd,
2005. The Company has elected not to apply IFRSdptions that vested prior to January 1, 2010cwhiave
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 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 capitalizexgloration costs. Management planned to comdice

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 aaghavould be that greater amounts will be expensedhis

change must be applied on a retroactive basis, aisqueviously capitalized under Canadian GAAP Wwél
written off and charged to deficit as at Januar@10. This adjustment is expected to decreaselsbiders’

equity by $0.6 million.

(d) Cumulative Translation Differences

IFRS 1 allows that the cumulative translation difeces for all foreign operations be deemed zetioeatlate of
transition to IFRS, with future gains or losses subsequent disposal of any foreign operations tiudg
translation differences arising from periods ptimthe date of transition to IFRS. The Company willke this
election and deem all cumulative translation déferes to be zero on transition to IFRS as at Jariya2010
and absorbed the previously accumulated cumulativesiation balance of $2.7 millions into retairanings.

B. Future Changes in Significant Accounting Policie

Standards issued but not yet effective up to the dhissuance of the Company’s financial stateshang listed
below. The Company intends to adopt these standédrdn they become effective.

9
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(@ IFRS 9 Financial Instruments: Classification aml 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) 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 itaesat
property is measured using the fair value modeg Standard is not applicable until July 1, 2012 Tompany

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

(© 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 parentpaom. The Company will start the application of &R0 in

the financial statements effective from January2@13. The Company does not expect any impact to the
financial statements as a result of adopting ttasdard.

(d) IFRS 12 Disclosure of Interests in Other Entites

This standard requires disclosures relating to rdityss interests in subsidiaries. The Company wthrt the
application of IFRS 12 in the financial statemegftgctive from January 1, 2013. The Company do¢®rpect
any impact to the financial statements as a resaltopting this Standard.

(e) IFRS 13 Fair Value Measurements

This standard defines fair value, provides guidamtdts determination and introduces consistentiremqents
for disclosures on fair value measurements. The fiaomy will start the application of IFRS 13 in thieahncial
statements effective from January 1, 2013. The @Gmyghall evaluate its impact on the financialestants.

() Amendments to IAS 1 Presentation of ltems of Oter Comprehensive Income

The amendment provides guidance on the presentafiatems 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.

(9) IAS 28 Investments in Associates and Joint Venites

This standard describes the application of the tgquiethod to investments. The amendment includes th
application of equity method in joint ventures dddion to associates. The Company will start theliaation of
this amendment in the financial statements effecfrom January 1, 2013. The Company shall evaltrae
potential impact of the adoption of IAS 28 on theahcial statements.

(h) IFRS 11 Joint Arrangements

This standard addresses inconsistencies in thetiegpof joint arrangements by requiring a singlethod to
account for interests in jointly controlled entfidManagement anticipates that this standard wiladhopted in
the Company’s consolidated financial statementgHerperiod beginning January 1, 2013. The Comsaiay

evaluate the potential impact of the adoption &3FL1 on the financial statements.
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7. Selected Quarterly Information
For the quarter ended September 30, June 30, March 31, December 31,
2011 2011 2011 2010
$ $ $ $
Revenue - - - -
Net earnings/(losses) 7,977,321 (908,115) (764,129) (1,207,889)
Basic earnings/(losses) per share 0.126 (0.014) (0.012) (0.018)
Diluted earnings/(losses) per share 0.126 (0.014) (0.012) (0.018)
Cash and cash equivalents and time
deposit 62,963,423 39,808,289 25,017,462 37,442,778
Total assets 123,474,296 113,677,185 117,196,502 119,127,939
For the quarter ended September 30, June 30, March 31, December 31,
2010 2010 2010 2009
$ $ $ $
Revenue - - - -
Net losses (828,242) (148,547) (1,221,516) (7,378,103)
Basic losses per share (0.012) (0.002) (0.018) (0.107)
Diluted losses per share (0.012) (0.002) (0.018) (0.107)
Cash and cash equivalents and time
deposit 46,085,867 47,497,967 52,941,866 78,350,405
Total assets 122,051,423 87,880,171 89,080,867 90,403,943

*2009 quarterly financial information was preparedaccordance with Canadian GAAP. Net earnings eadhings per share prepared
in accordance with Canadian GAAP for 2009 would m®significantly different from those would haeeib reported under IFRS.

8. Results of Operations

(a) Revenue

No revenue (Q3 2010: Nil) from operations has lreeorded in this quarter.

Other revenue and gains in this quarter were $881(&3 2010: $130,345) including interest income of

$139,434 (Q3 2010: $77,731) and rental income fthenoffice building in Xinjiang of $42,465 (Q3 2010
$44,340).

(b) Other expenses

General and administrative expenses incurred fngharter were $947,784 (Q3 2010: $766,111). mbease
in expenses in this quarter mainly representsrtbeeased pre-operating expenses incurred for thaygeerdun
Gold Project. Other expenses mainly include offex@al, staff cost and legal and professional fees.

The amortized portion of the total stock based aamsption in Q3 2011 amounted to $48,845 (Q3 2010:
$113,265).

(c) Gain on disposal of equity investment

During the quarter, the Company has entered intageeement to dispose of all its 49% equity interesiami
Coal Corporation, through which the Company owne2¥#a9% indirect equity interest in the Balikun Coa
Project in Xinjiang, China. Pursuant to the agreetne total consideration of approximately $30.3#Hiom
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(RMB200,000,000) were received, including the repagt to the Company of the loans previously madéhie
Balikun Coal Project. The disposal was complete8éptember 2011.

(d) Earnings/(Losses) per share

Attributed by the gain on disposal of equity inveenht as discussed in note 8 (c) above, the basidiuted
earnings per share for this quarter were $0.1262@1®: $0.012 losses).

(e) LBITDA
In this quarter, the losses before interest incand expense, income taxes, stock based compensation

depreciation and amortization (“LBITDA"), a non-IBRpoerformance measure, were $244,897 as compared to
$822,172 in Q3 2010. The following table preséméscalculation of LBITDA for the periods indicated

For the three months ended September 30, 2011 September 30, 2010
$ $
Net earnings/(losses) 7,977,321 (828,242)
Interest income (139,434) (77,731)
Amortization in general and administration expenses 80,629 23,191
Stock based compensation 48,845 113,265
Fair value gain on financial assets - (52,655)
Gain on disposal of equity investment (8,212,258) -
LBITDA @ (244,897) (822,172)
LBITDA per shard? (0.004) (0.012)

(1) As non-IFRS measuremerit®§| TDA andLBITDA per share do not comply with IFRS and, therefore, the am®pnésented in the above table
may not be comparable to similar data presentedthgr companies. The data is intended to providditexhal information and should not be
considered in isolation or as a substitute for meeas of performance prepared in accordance withSFR

(2) Based on weighted average number of shares outa@ralnon-IFRS measure

(H 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. Tidend was paid on May 25, 2011 to shareholdérs o
record on May 12, 2011.

9. Liquidity and Capital Resources

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

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

Cash and cash equivalents and time deposit 62,963,423 37,442,778

Working capitaf® 55,541,068 51,090,805

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

Net Cash from/(used in) operating activities 2,247,281 (11,661,801)

Net Cash (used in)/from financing activities (195,928) 3,717,052

Net Cash from investing activities 21,190,144 6,929,243
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For the nine months ended September 30, 2011 September 30, 2010
$ $

Net Cash used in operating activities (51,079) (13,382,411)

Net Cash used in financing activities (2,625,260) (16,894,493)

Net Cash from investing activities 28,284,907 3,230,888

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

(@ Operating activities

In this quarter, net cash inflow from operating\ates was $2,247,281 (Q3 2010: cash outflow of $61,801),
mainly representing the increase in payables fer dbnstruction work of $2,288,402 for the Gold Pctj

compared to the net cash outflow of $11,661,80Q#2010, which was the net effect of change in \wgrk
capital items for the disposal of Yanxi Copper Bebjagainst increase in the silver stocking anasiepaid for

the Sawayaerdun Gold Property.

(b) Financing activities

Financing activities used cash flow of $195,928his quarter (Q3 2010: cash inflow of $3,717,052)he
outflow this quarter represents merely the paynfi@nshare buy-back. The cash inflow in Q3 2010 espnts
the repayment of $3.05 million from an investee pany, $1.1 million received from the minority shzoklers
of Tongyuan for its registered capital, and cagteired from option exercise of $0.6 million, negtiof the
share buy-back of $1.1 million.

(© Investing activities

The cash inflow from investing activities was $201144 in this quarter compared to a net cashvinfyd
$6,929,243 in Q3 2010. The increase cash inflothecurrent period mainly represents the cashwnffom
the consideration received from the disposal ofBaékun Coal Project of $30.4 million, netting agst $5.3
million payment for additional property, plant aadguipment and $3.8 million increase in the amowst filom
the silver operation where there is only the defigain of $6.25 million from the disposal 32% eyjimterest
in Yanxi Copper Project in Q3 2010.

10. Statement of Financial Position
(@) Cash

The Company had approximately $63.0 million in cast cash equivalents as at September 30, 201lacechp
to $37.4 million as at December 31, 2010. Theedase of $25.6 million was mainly the cash inflon$8D.4
million from the disposal of Balikun Coal Projetbgether with the release of $9.5 million silvedlion to
China Precision, net of the cash outflow for tHeesioperation of $5.8 million, share buy-back @45 million,
payment of dividend of $0.6 million, payment fornstruction work of Tongyuan of $2.3 million and io&
expenses of $3.3 million.

(b) Property, plant and eguipment

For the nine months ended September 30, 2011, éherapproximately $5.5 million additions in prdgeplant
and equipment, of which $5.3 million were arisesnfrTongyuan in the development of the Sawayaercld G
Project, comprising about $5.1 million (RMB33.6 linih) exploration expenditures recorded as minasslets
and $0.2 million (RMB 1.1 million) leasehold landst.
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(c) Deferred gain on disposal of equity investments &tber payables and accrued liabilities

Pursuant to the share transfer agreement datedlduB010 and the supplemental agreements dateehibec
30, 2010 and August 30, 2011, an 80% equity intemethe Yanxi Copper Property was disposed to €lbaye
on July 22, 2010 for a total consideration of $33,333 (HKD259,000,000). Among the equity interest
disposed, 32% was held by GobiMin and the remaidBip was held by two local partners. After the dgsg,
the Company retains an 8% indirect unlisted equitgrest. The Company has received the cash cemasion
of $7,722,007 (HKD60,000,000) and the first lotcohvertible bonds of $14,157,014 (HKD110,000,000)e
application for the mining license of the Yanxi @ep Property is in the process. After the miniogrse of the
Yanxi Copper Property is granted, the Company gieakive the second lot of convertible bonds. Ramsto
the said agreements, should the mining licensdearanted by January 31, 2012, the Company gusasio
refund to the buyer all the consideration receigad in return, China Daye shall transfer the irgiene Yanxi
Copper 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 gthgables and
accrued liabilities for mining license fee, taxarap duty and related payments of $26.8 million.

(d) Other Financial Assets

Part of these financial assets represents the direebonds of $14.2 million (HKD110,000,000) issuby
China Daye as partial consideration for the disposdhe equity interest in the Yanxi Copper Prdpeil he
convertible bonds are stated at $15,721,494 (HKXB®012) as at year ended December 31, 2010 lmssed
their fair value as determined by an independeotegsional valuator. The directors estimate thatethis no
significant change in the fair value of the conetbonds as at September 30, 2011.

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

(e) Other Payables and Accrued Liabilities

As at September 30, 2011, the balance of otherhpesaand accrued liabilities are mainly composedhef
payables for the mining license fee, tax, stampy dot related payments of $26.8 million arisinglo® disposal
of the Yanxi Copper Property.

() Share Capital

As at September 30, 2011, the Company had 62,61&88mon shares issued and outstanding. During this
guarter, 294,000 common shares were bought backaaratlled.

11. Related Party Transactions

During the nine months ended September 30, 20&1Cthimpany entered into the following transactiorith w
related parties:

a) Stock-based compensation expenses of $101,784 rtronéhs ended September 30, 2010: $130,803) in
respect of options previously granted to directord key management personnel.

b) Director fee and payroll to director and key mamaget personnel of $409,758 (nine months ended
September 30, 2010: $343,710).
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c) Rental income of $40,969 (nine months ended SepeB® 2010: $15,932) from the office building in
Xinjiang received from related parties.

As at September 30, 2011, advance made by the Gontpaelated parties were disclosed as amounfrdoe
investee companies and amount due to related pamtigotes 9 & 10 in the financial statement ako¥ad:

d) The current portion of amount due from an investempany of $9,422,723 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 further advanced $4.2 million to China Rien.

e) The current portion of the amount due from a relatarty represented the interest-bearing loanlitugal
$15,173,745 (RMB100,000,000) to a minority shardéolof the Company’s investee companies,
Xinjiang Ruide Minerals Ltd. and Balikun Yinxin Ménals Investments Limited. The loan is secured
against a pledge of the equity interests of a mjiriampany which owns a nickel-copper project in
Hami, Xinjiang. The loan has been repaid upon tispasal of the Balikun Coal project during this
quarter.

f) The non-current portion of the amounts due froratesl parties included:

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

- $1,138,031 receivable from minority shareholderghef Company’s subsidiary, Tongyuan. The
amount was incurred for Chinese exploration sesvaeits exploration projects and was increased
from $1,172,993 as of December 31, 2010.

- $339,588 deposit paid to minority shareholdershef Company’s subsidiary, Tongyuan and was
increased from $319,559 as of December 31, 2010.

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

12. Contractual obligations and commitment

As at September 30, 2011, there are capital conmenitenof approximately $1,943,035 (December 31, 2010
$1,284,997) that the Group had contracted, bupratided for.

On September 10, 2009, Tongyuan, the 70% owneddsaysof GobiMin, was formed for the developmefit o
the Sawayaerdun Gold Project in Xinjiang, Chinae Toonsideration for acquiring the exploration anding
licenses of the Sawayaerdun Gold Property is $6286%RMB45,500,000) and Tongyuan has paid a depbsi
$6,069,498 (RMB40,000,000) as at September 30, .200He remaining commitment of $834,556
(RMB5,500,000) will be paid based on the prograsthe transfer of the related license to Tongyuan.

On April 7, 2010, Tongyuan entered into an agrednm@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 September 30, 2011, the Company has appatedyn$730,046 (December 31, 2010: $72,008) remgini
commitment in the operating lease of its Hong KdDigina and Canada offices.
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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 inseiia the Property.

In December, 2010, the Company has entered intopplemental agreement with the buyer to extend the
deadline for obtaining the mining license from Dmber 31, 2010 to August 31, 2011. According to the
supplemental agreement, the consideration for dadpof the 80% indirect equity interest in Tongxitagbe
received upon obtaining the Yanxi Mining Licencerésluced by HKD21,000,000 to HKD259,000,000. The
amount of HKD21,000,000 will be deducted from thenMlelivered CB. In addition to applying for Yanxi
Mining Licence, the Company will also be resporsifidr applying for a mining licence (the “New Miigin
Licence”) for an area which is adjacent to the Brop(the “New Area”). The New Mining Licence shdupe
obtained on or before June 30, 2014. The Compalhypeventitied to the Non-delivered CB and an &ddal
consideration in cash based on the resource estimidihe New Area, in total with a cap of HKD10&)0@00, of
which 50% will be paid upon the Company providihg tesources estimate report and the remaining\sill%
be used to settle the licensing fee of the New Aveh the balance paid to the Company upon obtgitine
New Mining Licence. The final and total considevatifor the 80% indirect equity interest in Tongxiwil
accordingly be capped to HKD365,000,000. Based tlom reduced consideration of $33.4 million
(HKD259,000,000), the Company has a deferred gh#b& million for the disposal of its 32% equitytérest

in Tongxing, netting off the amount payable for thming license fee, tax, stamp duty and relategrants of
$26.8 million.

Pursuant to the second supplemental agreemenedriteo by the Company on August 30, 2011, the ldead
for obtaining the Yanxi Mining Licence has beentlier extended to January 31, 2012 due to the tighte
policy for license application in China and addiabtime is required for finalizing the applicatiddnder the
second supplemental agreement, the buyer mays abli¢é discretion, extend (1) the repayment dathe{CB
from July 22, 2012 to June 30, 2013 without extemsif the period of the related rights of convensio (2) the
maturity date of the CB from July 22, 2012 to J&@e 2013 including the deadline for conversion,jscibto
approval of The Stock Exchange of Hong Kong Limiged shareholders of China Daye (if necessary).

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

It is expected that upon obtaining the Yanxi Miningence, the Company would realise an estimatéd ofa
about $5.7 million for its disposal of the 32% dgunterest in Tongxing, with a further potentiadig to be
ascertained and realized after finalizing the Neimiiy Licence and the related exploration work.

15. Outstanding Share Data

The following table provides information concernthg Company’s share capital and convertible seesri
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December 31, 2010 September 30, 2011 November 22, 2011
Number of Common Shares 65,890,837 62,618,337 62,596,296
Outstanding
Options 2,519,400 1,590,000 1,590,000
Total Number of Common 68,410,237 64,208,337 64,186,296
Shares Fully Diluted

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 ékloing 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 tarmational
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 euiffg 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’'salentr
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 debtquite
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 devedbinto producing mines. Major expenditures mayeugiired
to establish mineral reserves through drillingdéwelop metallurgical processes and to developninéng and
processing facilities and infrastructure at ang sihosen for mining. No assurance can be givenntiradrals
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will be discovered in sufficient quantities to jifsgtcommercial operations or that funds required fo
development can be obtained on a timely basis.etomomic viability of a mineral deposit dependsnasmy
factors, including size, grade, cost of operationstal prices, cost of processing equipment, camaccess to
smelter facilities on acceptable terms, governmegulations, land tenure, and environmental pragectThe
exact effect of these factors cannot be measurethbuicombinations of these factors may impactstieeess of
the Company’s mineral exploration, development aoduisition activities. Even after the commencenant
mining operations, such operations may be subpegsks and hazards such as environmental hazadistrial
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, eommental damage, delays or interruptions of prodogct
increases in production costs, monetary losseal liedpility and adverse government action.

It is not always possible to obtain insurance agjaati such risks and the Company may decide natgore
against certain risks because of high premiumglwgraeasons. Should such liabilities arise, thmylat reduce
or eliminate any further profitability and result increasing costs and a decline in the value efstturities 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 expegign
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 technigal
financial resources to complete the projects. Cogs-runs are common in mining projects and maseporisk
for the Company.

(d) Uncertainty of ore reserve and resource estimates

For some of its properties, the Company may prejtarewn mineral reserves and resources estimdjeimon
accordance with the former China Ministry of Gedatad) and Mineral Resources (“CMGMR”) classification
system. The CMGMR classification system is not cliemp with the Canadian Securities Administrators
National Instrument 43-101. These figures are @slymates and there cannot be any assurance diaethe
estimated mineral reserves and resources will bevezed or that they will be recovered at the ratggnated.
Mineral reserve and resource estimates are detedniiased upon assumed commaodity prices and opgratin
costs. These factors may in the future render icertaneral reserves and resources unproductive raag
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 betalslese additional funding if needed. Failure btain such
additional funding could result in the delay or éfidite postponement of the exploration and devalemt 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 deriverth fro
activities in, China. Accordingly, the businessafcial condition and results of operations of @ampany
could be significantly and adversely affected bgremnic, political and social changes in China. Galhe
China demonstrates favourable policies towardsdormvestments. However, there is no guaranteiectimaent
policy trends and the existing economic policy dfir@ will not be changed. A change in policiesChina
could adversely affect the Company.
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(9) Permits and licenses

The operations of exploration and mining requirecsiic licenses and / or permits e.g. exploratioerise for
exploration activities and exploitation license &xploitation activities. Any changes in regulasamposed by
the governments due to any reasons are beyonaittekcof the Company and may adversely affedbitsiness
or even inability to obtain some of the necessagnkes. The changes of regulations may includenbu
limited to, varying degrees of those with respecstricter restrictions on production, price colgya@xport
controls, income taxes, expropriation of propeemployment, land use, water use, environmentatlitipn
and mine safety.

(h) Environmental regulation

The mining operations of the Company are subjecerigironmental regulations promulgated by relevant
governments. The relevant environmental regulatiommse restrictions and prohibitions on spillshandling

of various substances produced during mining ocgssing operations. In addition, approval of emunental
impact assessment for certain types of the minpegations are required. In breach of such regulata failure

of the governmental approval may result in the isian of fines and penalties. The costs of caamge with
environmental regulations, such as advanced equipmkich is environmental friendly, has the potahtb
reduce the profitability of future operations.

® 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 Manager of the Chinese subsidiary. The
Company does not currently maintain key-man lifsuiance policies on any member of management.
Accordingly, the loss of any of these executivegiddave a material adverse effect on the Company.

® Competition

There is significant and increasing competitionimitthe mining industry for the discovery and astjion 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 anadtiete of
gualified employees and other personnel. The cugeonomic growth in China and the correspondiegiion

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