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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL ST ATEMENTS

Under National Instrument 51-102, Part 4, subsecti@(3)(a), if an auditor has not performed aeevi
of the interim financial statements; they must beoapanied by a notice indicating that the financia
statements have not been reviewed by an auditor.

The accompanying unaudited interim financial statets of the Company have been prepared by and are
the responsibility of the Company’s management.

The Company’'s independent auditor has not performerkbview of these financial statements in
accordance with standards established by the Caméatitute of Chartered Accountants for a revigw
interim financial statements by an entity’s auditor



ZINCO MINING CORPORATION
Consolidated Balance Sheets

September 3(

June 30, 2011 2010
(Unaudited) (Audited)

ASSETS
Current

Cash and cash equivalents $ 413,918 $ 10,133

Accounts receivable 66,420 9,920

Prepaid expenses 96,338 971
Total current assets 576,676 21,024
Equipment (Note 5) 6,030 6,760
Mineral interests (Note 6) 3,122,743 2,770,340
Total assets $ 3,705,449 $ 2,798,124
LIABILITIES
Current

Accounts payable and accrued liabilities $ 193,809 $ 258,380
Total current liabilities 193,809 258,380
SHAREHOLDERS' EQUITY
Share capital(Note 7) 8,950,490 7,730,437
Contributed surplus (Note 7) 1,702,628 1,270,355
Deficit (7,141,478) (6,461,048)
Total shareholders’ equity 3,511,640 2,539,744
Total liabilities and shareholders’ equity $ 3,705149 $ 2,798,124

Nature of operations and going concern (Note 1)

Subsequent Events (Note 14)

The accompanying notes are an integral part of teensolidated financial statements.

On behalf of the Board:

“Alastair J. Sinclair”

“David Elgee”

Alastair J. Sinclair

David Elgee



ZINCO MINING CORPORATION

Consolidated Statements of Loss, Comprehensive drag®eficit
For the nine and three months ended June 30,

(Unaudited)
Three Months Nine Months
2011 2010 2011 2010
Expenses
$ 245 $ 286 Amortization 730 $ 993
373 508 Bank charges 1,534 1,554
11,000 10,412 Consulting fees 31,000 57,312
3,840 2,407 Foreign exchange loss (gain) 8,162 5,899
20,574 10,748 General prospecting costs (recovery) 57,500 16,660
7,524 9,903 Management fees 23,574 49,807
(790 316 Office and sundry 2,503 3,972
22,168 19,527 Professional fees 66,242 63,746
750 700 Rent 2,250 1,900
1,995 428 Shareholder communications 1,995 2,308
182,790 — Stock-based compensation (Note 7) 455,326 143,695
30 — Telephone 731 89
10,494 4,871 Transfer agent and filing fees 24,411 17,325
2,948 120 Travel and promotion 7,952 7,491
263,941 60,226 683,910 372,751
(263,941) (60,226) Loss before the following (683,910) (372,751
1,245 — Other income — interest 3,480 19
— Write-off fixed assets — (1,099)
Loss and comprehensive loss for the
(262,696) (60,226) period (680,430 (373,831}
(6,878,782 (6,255,089 Deficit, beginning of period (6,461,048 (5,941,484

$ (7,141,478 $ (6,315,315 Deficit, end of period $ (7,141,478 $ (6,315,315

$ (0.008) $ (0.002) Basic and diluted loss per share $ (0.021) $ (0.014)
Weighted average number of shares
34,623,390 26,845,879 outstanding (Note 8) 32,796,157 26,056,502

The accompanying notes are an integral part of teesnsolidated financial statements.



ZINCO MINING CORPORATION

Consolidated Statements of Cash Flows
For the nine and three months ended June 30,

(Unaudited)
Three Months Nine Months
2011 2010 2011 2010
Operating activities
$ (262,696) $ (60,226, Loss for the period $ (680,430 $ (373,831
Add items not involving cash
245 286 Amortization 730 993
182,790 — Stock-based compensation 455,326 143,695
— — Write-off fixed assets — 1,099
(79,661) (59,940) (224,374) (228,044)
Change in non-cash working capital
balances related to operations:
(42,685) 3,994 Accounts receivable (56,500) 3,303
(95,852) — Prepaid expenses (95,366) 1,458
3,683 (117,680 Accounts payable and accrued liabilities (9,253) (63,298
(214,515) (173,626 Cash used in operating activities (366,987) (286,581
Investing activities
(Acquisition of mineral interests and
(206,988) (2,955) exploration costs) recovery (318,228) (85,966
Cash provided by (used in) investing
(206,988) (2,955) activities (318,228) (85,966
Financing activities
2,625 297,500 Proceeds from issuance of shares 1,089,000 430,000
— (102,500 Liability to issue shares — —
2,625 195,000 Cash provided by financing activities 1,089,000 430,000
Increase (Decrease) in cash and cash
(418,878) 24,329 equivalents during the period 403,785 57,453
Cash and cash equivalen, beginning of
832,796 71,070 period 10,133 37,946
$ 413,918 $ 95,399 Cash and cash equivalentend of period $ 413,918 $ 95,399
Supplemental cash flow information
$ — % — Interest paid in cash $ — % —
$ — $ — Income taxes paid in cash $ — $ —

Supplemental disclosure with respect to cash flgvwae 13)
The accompanying notes are an integral part of teesonsolidated financial statements.



ZINCO MINING CORPORATION

Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

1.

Nature of Operations and Going Concern

Zinco Mining Corporation [the “Company’] was incamated under the laws of British Columbia,
Canada on March 14, 1983. The Company receivedogppto change its name to Zinco Mining
Corporation on January 26, 2007.

The Company is considered to be in the explorattage. The Company is in the process of expladting
mineral properties and has not yet determined vehnetiese properties contain mineral reserves. The
recoverability of the amounts shown for mineralpgaxiies and related deferred costs is dependemt upo
the existence of economically recoverable resertles,ability of the Company to obtain necessary
financing to complete development and upon futuoditable production.

These consolidated financial statements have beepaped in accordance with Canadian generally
accepted accounting principles applicable to a gaioncern which assumes that the Company will
continue in operation for the foreseeable futurd aill be able to realize its assets and dischage
liabilities in the normal course of operations eatthan through a process of forced liquidation.

The ability of the Company to continue as a goigaern is dependent on the continued financial
support from its directors, public equity financjray achieving profitable operations in the futureich
cannot be predicted at this time. These statenwmtsot reflect adjustments to carrying values and
classifications of the assets and liabilities thagjht be necessary should the Company be unable to
continue realizing its assets and dischargingdatslities in the normal course of business.

During the nine months ended June 30, 2011, thep@oynreceived a total of $1,197,000 from the net
proceeds of a private placement and from the esewi options and warrants. As a result, the Compan
has enough funds on hand to meet its normal workamital and mineral property exploration needs for
the next 12 months. Beyond this time periad if a major drilling program is undertakehet
Company will need additional funding to further adee its mineral properties, and to meet long term
administration cost requirements.

Basis of presentation

The interim period financial statements have beepared by the Company in accordance with Canadian
generally accepted accounting principles. All ficah summaries included are presented on a
comparative and consistent basis showing the fegtoethe corresponding period in the preceding yea
except the comparative figures for the balance tsteefor the fiscal year ended September 30, 2010.
The preparation of financial data is based on auiog principles and practices consistent with ¢hos
used in the preparation of the annual financidiestents. Certain information and footnote disalesu
normally included in the annual financial staterseptepared in accordance with Canadian generally
accepted accounting principles have been condepsedmitted. These interim period financial
statements should be read together with the audibedcial statements and the accompanying notes
included in the Company’s latest annual report.



ZINCO MINING CORPORATION
Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

3.

Significant Accounting Policies

(@)

(b)

(c)

(d)

(€)

Consolidation

The consolidated financial statements include ttemants of Zinco Mining Corporation and its
wholly-owned subsidiary, Minera Croesus S.A. de .Q:¥Wlinera”), a company incorporated in
Mexico. All inter-company balances and transacibave been eliminated.

Use of estimates

The preparation of financial statements in accordawith generally accepted accounting
principles of Canada requires management to matkmages and assumptions that affect the
reported amount of assets and liabilities and thelasure of contingent assets and liabilities at
the date of the financial statements, and the atmiurevenues and expenses reported during the
period. Actual results may differ from those esties.

Cash and cash equivalents

Cash and cash equivalents consist of cash andyhighid investments with maturities of less
than 90 days and are readily convertible to cash.

Equipment

Equipment is recorded at cost less accumulated tem@tion and is amortized over their
estimated useful lives at the following rates:

Exploration equipment 20% per annum, declining-hedsbasis
Mineral interests

All costs related to the acquisition, explorationdadevelopment of mineral properties are
capitalized by property. If minerals are developeahitalized costs of the related property are
reclassified as mining assets and amortized ukiagiit of production method. When a property
is abandoned, all related costs are written ofbperations. If, after management review, it is
determined that the carrying amount of a minerapprty is impaired, that property is written

down to its estimated net realizable value. A mahegroperty is reviewed for impairment

whenever events or changes in circumstances imditett its carrying amount may not be
recoverable.

The amounts shown for mineral properties do noessarily represent present or future values.
Their recoverability is dependent upon the discowareconomically recoverable reserves, the
ability of the Company to obtain the necessaryrfaiag to complete the development, and future
profitable production or proceeds from the disposithereof.



ZINCO MINING CORPORATION
Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

3.

Significant Accounting Policies, continued

(f)

(9

(h)

(i)

Property option agreement

From time to time, the Company may acquire or dsspof mineral properties pursuant to the
terms of option agreements. Due to the fact th&ibns are exercisable entirely at the discretion
of the optionee, the amounts payable or receivabte not recorded. Option payments are
recorded as mineral property costs or recoverieanithe payments are made or received.

Loss per share

The calculation of basic loss per share is basedetnoss divided by the weighted-average
number of common shares outstanding during the. y@iuted earnings (loss) per share reflect

the assumed conversion of all dilutive securitisiggithe treasury stock method. For the periods
presented, the calculation of loss per share oiuéed basis excluded all potential common

shares because the effect was anti-dilutive.

Stock-based compensation

The Company has a stock option plan as describedte 7. The fair value method is used to
determine the expense for stock-based awards gramtemployees and non-employees. Under
the fair value method, compensation cost is medsairéair value at the date of grant using the
Black-Scholes option pricing model with assumptidglescribed in note 7. The compensation
cost is expensed over the vesting period with aesponding credit to contributed surplus.

Consideration paid on the exercise of stock optiglus the amount of previously recognised

expense is credited to share capital when the mptoe exercised.

Foreign currency translation

The Company’s functional currency is the Canadialtar. Foreign currency transactions and the
accounts of its subsidiary, which is considereddan integrated foreign operation, are translated
into Canadian dollars using the temporal methochddy this method, assets and liabilities in

foreign currencies related to integrated foreigerapions are translated into Canadian dollars
using current exchange rates at the balance slaes dor monetary assets and liabilities,

historical exchange rates for non-monetary assaddiabilities, and the revenues and expenses
are translated at the exchange rates approximttose in effect on the date of the transactions,
except for amortization, which is translated at liorical exchange rate of the corresponding
non-monetary assets. Exchange gains and lossésganhn translation are included in operations

in the period incurred



ZINCO MINING CORPORATION

Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

3.

Significant Accounting Policies, continued

()

(k)

(M

(m)

Income taxes

Future income taxes are recorded using the assktianlity method. Under the asset and
liability method, future tax assets and liabilitizie recognized for the future tax consequences
attributable to differences between the finandialesnent carrying amounts of existing assets and
liabilities and their respective tax bases. Futaseassets and liabilities are measured using the
enacted or substantively enacted tax rates expéotegply when the asset is realized or the
liability settled. The effect on future tax assetsd liabilities of a change in tax rates is
recognized in income in the period that substargnactment or enactment occurs. To the extent
that the Company does not consider it more likdélgnt not that a future tax asset will be
recovered, it provides a valuation allowance agdhesexcess.

Asset Retirement Obligations

Asset retirement obligations are recognized whéggal or constructive obligation arises. This
liability is recognized at the fair value of thesasretirement obligation. When the liability is
initially recorded the Company capitalizes the dogtincreasing the carrying amount of the
related long-lived assets. Over time the liabiigyaccreted to its present value each period, and
the capitalized cost is amortized over the usefeldf the related asset. Upon settlement of the
liability, the Company may incur a gain or loss. @&sJune 30, 2011 and 2010 the Company did
not have any significant asset retirement obligegio

Impairment of long-lived assets

A long-lived asset is tested for recoverability wheer events or changes in circumstances
indicate that its carrying amount may not be recabie. An impairment loss is recognized when
the carrying amount of a long-lived asset excetfair value. For purposes of recognition and
measurement of an impairment loss, a long-liveétassgrouped with other assets and liabilities
to form an asset group at the lowest level for Whidentifiable cash flows are largely
independent of the cash flows of other assets iabdities. Estimates of future cash flows used
to test recoverability of a long-lived asset in@dudnly the future cash flows that are directly
associated with, and that are expected to arisa arect result of, its use and eventual
disposition.

Financial instruments

All financial instruments are classified into oné five categories: held-for-trading, held-to-
maturity investments, loans and receivables, abviailfor-sale financial assets or other financial
liabilities. All financial instruments and derivedis are measured in the balance sheet at fair value
except for loans and receivables, held-to matimigstments and other financial liabilities which
are measured at amortized cost. Subsequent measurand changes in fair value will depend
on their initial classification. Held-for-tradingnfincial assets are measured at fair value and
changes in fair value are recognized in net incofwailable-for-sale financial instruments are
measured at fair value with changes in fair vakmorded in other comprehensive income until
the instrument is derecognized or impaired.



ZINCO MINING CORPORATION

Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

3.

Significant Accounting Policies, continued
(m) Financial instruments, continued

The Company has classified its cash and cash dgotgaas held-for-trading. Accounts
receivable are classified as loans and receivablebaccounts payable and accrued liabilities are
classified as other liabilities, which are measwatdmortized cost.

Changes in Accounting Policies and Recent Accouumg Pronouncements

During the fiscal year ended September 30, 20i®,Gompany adopted the following new accounting
standards issued by the Canadian Institute of EfettAccountants (“CICA”):

Financial instruments (Section 3862)

CICA Handbook Section 3862, Financial InstrumentSisclosures was amended to require disclosure
about the inputs used in making fair value measangs) including their classification within a hiegay
that prioritizes their significance. The threedksvof the fair value hierarchy are:

Level 1 — Unadjusted quoted prices in active markar identical assets or liabilities;

Level 2 — Inputs other than quoted prices thatcdogervable for the asset or liability either dilear
indirectly; and

Level 3 — Inputs that are not based on observabidet data.

See Note 9 for relevant disclosures.

Goodwill and intangible assets

The CICA issued Handbook Section 3064, “Goodwiltl dntangible Assets”, which replaces Section
3062, “Goodwill and Other Intangible Assets”. Thewnstandard establishes revised standards for the
recognition, measurement, presentation and diseosdi goodwill and intangible assets. The new
standard also provides guidance for the treatmkptesproduction and start-up costs and requiras th
these costs be expensed as incurred. The new sfanda adopted by the Company effective October 1,
2009, and there was no impact to the Company’'s\fiizh statements.

New Accounting Standards Not Yet Adopted

International Financial Reporting Standards

The Canadian Accounting Standards Board ("AcSB"2@6 published a new strategic plan that will
significantly affect financial reporting requirenterfor Canadian companies. The AcSB strategic plan
outlines the convergence of Canadian GAAP withrirdBonal Financial Reporting Standards (“IFRS”)
over a five-year transitional period. In Februdafp8 the AcSB announced that 2011 is the changeover
date for publicly-accountable enterprises to udeSFreplacing Canada's own GAAP. The date is for
interim and annual financial statements relatinfiscal years beginning on or after January 1, 2084r

the Company, the transition date will be effectetober 1, 2011 and the restatement for comparative
purposes of amounts reported by the Company foy¢he ended September 30, 2011 will be required.
Accordingly, as part of the Company’s transitioarpimanagement has been reviewing IFRS information;
attending seminars and webinars related to thegedwer; and will prepare additional data and irgkrn
reports during 2010 for comparative purposes in12@lso as part of its plan, the Company will be
providing training to its staff and consulting witks auditors on appropriate changes and disclesing
may be required for the Company and its subsidiarie



ZINCO MINING CORPORATION

Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

4.

Changes in Accounting Policies and Recent Accatimg Pronouncements, continued

Business combinations, consolidated financial statements and non-controlling interest

In January 2009, the CICA issued CICA Handbook iBrc1582, “Business Combinations”, Section
1601, “Consolidated Financial Statements”, and i8ectl602, “Non-Controlling Interests”. These
sections replace the former Section 1581, “Busir@ssbinations”, and Section 1600, “Consolidated
Financial Statements”, and establish a new sedtioraccounting for a non-controlling interest in a
subsidiary. Section 1582 establishes standardthémnccounting for a business combination, aneéstat
that all assets and liabilities of an acquired hess will be recorded at fair value. Obligations fo
contingent considerations and contingencies wélb dle recorded at fair value at the acquisitioe.dBhe
standard also states that acquisition-related omsktsbe expensed as incurred and that restruaurin
charges will be expensed in the periods after tdogiigition date. It provides the Canadian equivialen
IFRS 3, Business Combinations (January 2008). Thetiom applies prospectively to business
combinations for which the acquisition date is anafter the beginning of the first annual reporting
period beginning on or after January 1, 2011.

Section 1601 establishes standards for the prépauaitconsolidated financial statements.

Section 1602 establishes standards for accounting fnon-controlling interest in a subsidiary ire th
preparation of consolidated financial statemenbseguent to a business combination. It is equivaden
the corresponding provisions of IFRS Internatiofhetounting Standards (“IAS”) 27, Consolidated and
Separate Financial Statements (January 2008).

Sections 1601 and 1602 apply to interim and anooasolidated financial statements relating to fisca
years beginning on or after January 1, 2011. Hasaloption of these sections is permitted as of the
beginning of a fiscal year. All three sections mistadopted concurrently. The Company is currently
evaluating the impact of the adoption of theseigest

Equipment
June 30, 2011
Accumulated Net book
Cost Amortization Value
Exploration equipment $ 14,128 $ 8,098 $ 6,030

September 30, 2010
Accumulated Net book
Cost Amortization Value

Exploration equipment $ 14,128 $ 7,368 $ 6,760




ZINCO MINING CORPORATION

Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

6. Mineral Interests

Balance Balance
September June 30,
30, 2010 Additions  Write-offs 2011

Almatea, Jalisco State, Mexico

Deferred exploration costs $ 589,665%$20,267 $ — $ 609,932
Cabrel, Jalisco State, Mexico
Deferred exploration costs 187,529 6,920 — 194,449
Canton, Jalisco State, Mexico
Acquisition costs 42 — — 42
Deferred exploration costs 143,036 6,606 — 149,642
143,078 6,606 — 149,684
El Maple/La Diana, Jalisco State,
Mexico
Acquisition costs 48,406 5,011 — 53,417
Deferred exploration costs 1,649,686281,850 — 1,931,536
1,698,092 286,861 — 1,984,953
El Volantin, Jalisco State, Mexico
Deferred exploration costs 151,976 31,749 — 183,725
Total $ 2,770,340 $352,403 $ — $ 3,122,743

The following is a summary of deferred exploratamsts incurred during the period ended June 301:201

El Maple/La
Almatea Cabrel Canton Diana El Volantin Total

Geological consulting $ — 9 902 % — $ 96,754 $ — $ 97,656
Travel — — — 57,370 — 57,370
Aquisition — — — 5,011 — 5,011
Supplies and - — — 57,122 — 57122
Miscellaneous

Equipment Rental — — — 2,165 — 2,165
Drilling — 20 — 55,219 — 55,239
Mining taxes 20,267 5,998 6,606 13,220 , 739 77,840
Total $ 20267 $ 6,920 $ 6,606 $ 286,861 $ M,7% 352,403

Mineral properties of Zinco Mining Corporation ak concentrated in or near the Cuale districtf ehs
Puerto Vallarta, Mexico. They are comprised offtilowing:

Almatea, Jalisco State, Mexico: This property lesst of the el Maple property and was acquired by
staking. The Company holds a 100% interest inglroperty.

Cabrel, Jalisco State, Mexico: The Cabrel propertpcated southeast of Puerto Vallarta, Mexicaj an
was acquired by staking. The Company holds a 10@@tast in this property.



ZINCO MINING CORPORATION

Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

6. Mineral Interests, continued

Canton, Jalisco State, Mexico: The Canton propkes/between the El Maple and Almatea properties
and was staked to join the properties in a contigumit. The Company holds a 100% interest in this

property.

El Maple/La Diana, Cuale district, Mexico: This peoty is located south of Puerto Vallarta, and =tiss
of the El Maple Fraccion I, El Maple and La Diaraims. All of the claims were acquired by staking,
and the Company holds a 100% interest in this ptppe

El Volantin, Jalisco State, Mexico: This propeettends from the Cabrel property on the south ¢okh
Maple and Almatea properties on the north, alhef ¢laims were acquired by staking, and the Company
holds a 100% interest in the property.

Balance Balance
September September
30, 2009 Additions Write-offs 30, 2010

Almatea, Jalisco State, Mexico

Deferred exploration costs $ 545,9% 43,740 $ — $ 589,665
Cabrel, Jalisco State, Mexico
Deferred exploration costs 169,209 18,320 — 187,529
Canton, Jalisco State, Mexico
Acquisition costs 42 — — 42
Deferred exploration costs 129,221 13,815 — 143,036
129,263 13,815 — 143,078
El Maple/La Diana, Jalisco State,
Mexico
Acquisition costs 48,406 — — 48,406
Deferred exploration costs 1,622,905 26,781 — 1,649,686
1,671,311 26,781 — 1,698,092
El Volantin, Jalisco State, Mexico
Deferred exploration costs 109,806 42,170 — 151,976

Total $ 2,625,514 $144,826 $ — $ 2,770,340




ZINCO MINING CORPORATION
Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)
6. Mineral Interests, continued
The following is a summary of deferred exploratemsts incurred during the year ended September 30,
2010:
El
El Maple/La
Almatea  Cabrel Canton Volantin  Diana Total
Assays & analysis $ — % — $ — 3 — $4203 303
Geological consulting 1,147 3,905 — 4,068 13,952 23,072
Mining taxes 42,414 12,273 13,815 38,1027,703 114,307
Supplies and
Miscellaneous — 1,483 — — 143 1,626
Travel 179 659 — — 780 1,618
Total $43,740 $18,320 $13,815 $42,170 ;%26 $144,826

7. Share Capital

The following is a description of the authorizediassued share capital:

(@) Authorized: Unlimited common shares without yelue
(b) Issued:
Shares Amount
Balance, September 30, 2009 24,938,736 $ 7,183,280
Issued for cash pursuant to a private placement at
$0.10 per share 1,000,000 100,000

Issued for cash pursuant to exercise of stock optid
prices ranging from $0.10 - $0.15 per share, innfyd
$147,157 contributed surplus attributed to stockelda
compensation recognized in previous periods

Issued for cash pursuant to a private placement at

650,000 232,157

$0.20 per share net of finders’ fee 250,000 45,000

Issued for cash pursuant to a private placement at

$0.20 per share net of finders’ fee 1,000,000 1,0

Balance, September 30, 2010 27,838,736 7,730,437

Issued for cash pursuant to a private placement at

$0.10 per share net of finders’ fees 5,000,000 (60)1458

Issued for debt at $0.20 per share 540,000 108,000

Issued for cash pursuant to exercise of warrants at

prices ranging from $0.11 - $0.26 per share 1,T8D,0 149,000

Issued for cash pursuant to exercise of stock optid

$0.15 per share, including $23,053 contributedlgarp

attributed to stock-based compensation recognized i

previous periods 100,000 38,053
Balance, June 30, 2011 34,628,736 $ 8,950,490




ZINCO MINING CORPORATION
Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

7.

Share Capital, continued

(b)

(c)

(d)

Issued, continued:

During the nine months ended June 30, 2011 thep@oynannounced and closed a private
placement of 5,000,000 units at $0.20 per unitheaut consisting of one common share and
one-half of one share purchase warrant, each fulfamt entitling the holder to buy one common
share for $0.25 for a period of two years. The Camppaid $75,000 in finders’ fees in
connection with this placement; settled $108,000debt through the issuance of 540,000
common shares; and issued 1,250,000 common sharsgapt to the exercise of options and
warrants, for gross proceeds of $164,000.

During the year ended September 30, 2010 the Companounced and closed a private
placement of 1,000,000 units at $0.10 per unitheamt consisting of one common share and one
share purchase warrant to purchase one commonfeh&@.11 for a period of two years; closed
a private placement of 250,000 units at $0.20 pér each unit consisting of one common share
and one-half share purchase warrant to purchaseammon share for $0.26 for a period of two
years; and announced and closed a private placemheén000,000 units at $0.20, consisting of
one common share and one half share purchase Wweaorparchase one common share for $0.26
for a period of two years. Also during the yearOB0, stock options were exercised at $0.15 per
share; 250,000 stock options were exercised aDg8et share and 350,000 stock options were
exercised at $0.15 per share.

In relation to the private placements closed duthwgfiscal year ended September 30, 2010 the
Company granted 100,000 agent’s warrants withra trtwo years, exercisable at $0.26. The
fair value of the agent’s warrants being $15,008 determined using the Black-Scholes model.
The assumptions used were 2 years expected Ifle,fmee interest rate of 1.8%, volatility of
100% and a dividend yield of zero.

Escrow Shares

During the comparative period 56,250 common shame® released from escrow, leaving the
balance of shares in escrow at Nil. The releaghebalance of these shares was staged over a
period of six years and ended on December 18, 2009.

Stock options

The Company has established a stock option plapuhngose of which is to attract, retain and
motivate directors, officers, employees and persmggaged to provide ongoing management and
consulting services (“service providers”) by pramgl them with the opportunity, through share
options, to acquire a proprietary interest in thempany and benefit from its growth. The
maximum number of shares which may be issued utigemplan is fixed at 4,898,947. This
number is subject to adjustment resulting from ¢jearin the share capital of the Company. Such
adjustments are subject to approval by the TSX MenExchange and by the shareholders of the
Company. The number of shares reserved for issuanaey one person may not exceed 5% of
the issued and outstanding shares at the datelofgsant.

The option price of the shares which are the stilgeany option shall in no circumstances be
less than the market price of the shares at theeafdhe grant of the option.



ZINCO MINING CORPORATION

Notes to Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited)

7. Share Capital, continued
(d) Stock options, continued

A summary of the status of the Company’s stockoopfilan as of June 30, 2011 and September
30, 2010, and changes during the periods endinbase dates is presented below:

June 30, 2011 September 30, 2010
Weighted Weighted
Average Average
Exercise Exercise
Options Price Options Price
Outstanding at beginning of

period 1,840,000  $0.15 940,000  $0.15
Granted 1,800,000 $0.28 1,550,000  $0.14
Exercised (100,000) $0.15 (650,000) $0.13
Expired/cancelled (500,000) $0.15 — —

Outstanding and exercisable at
end of period 3,040,000 $0.22 1,840,000  $0.15

During the nine months ended June 30, 2011 the @oyngranted incentive stock options to
purchase up to 1,400,000 shares at $0.20 for acpedfi five years, granted stock options to
purchase up to 400,000 shares at $0.54 for a pefifide years, cancelled 500,000 stock options
and 100,000 were exercised at $0.15.

During the year ended September 30, 2010 all sbptions outstanding at September 30, 2009
were repriced to $0.15; in the case of optionstgaito insiders, the re-pricing was approved by
disinterested shareholders at the annual genertingeon March 15, 2010. The Company also
granted incentive stock options to purchase up,30Q,000 shares at $0.15 for a period of five
years and 250,000 exercisable at $0.10 for a peidive years. 650,000 stock options at a
weighted average price of $0.13 were exerciseddulie period.

Weighted Average

Remaining
Range of Number Contractual Life Weighted Average
Exercise Prices Outstanding (yr) Exercise Price
$0.15 - $0.54 3,040,000 3.94 $0.23

The fair values of the stock options granted dutimg periods ending June 30, were estimated
using the Black-Scholes option pricing model wik following assumptions:

2011 2010
Risk-free interest rate 2.30% 2.45%
Dividend yield 0% 0%
Expected volatility 125% 121%

Expected term 5 years 5 Years
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7. Share Capital, continued
(e) Contributed surplus
The following table sets forth the continuity ofntobuted surplus for the periods ended June,
2011 and September 30, 2010:
Balance September 30, 2009 $ 1,194,056
Stock-based compensation expense during the period 208,456
Issuance of 100,000 agent’s warrants 15,000
Reallocation to share capital the estimated feuesaf (147,157)
650,000 stock options that were exercised durieg#riod ’
Balance September 30, 2010 $ 1,270,355
Stock-based compensation expense during the period 455,326
Reallocation to share capital the estimated fdirevaf
14,500 stock options that were exercised during#red (23,053)
Balance June 30, 2011 $ 1,702,628
() Share Purchase Warrants
A summary of share purchase warrants outstandidgra¢ 30, 2011, and September 30, 2010 is
as follows:
June 30, 2011 September 30, 2010
Weighted Weighted
Average Average
Exercise Exercise
Warrants Price Warrants Price
Outstanding at beginning of year 1,725,000 $0.17 — —
Expired — — — —
Exercised (1,150,000)  $0.11 — —
Granted 2,500,000 $0.25 1,725,000  $0.17
Outstanding at end of the period 3,075,000 $0.25 1,725,000 $0.17
Exercisable at end of the period 3,075,000 $0.25 1,725,000 $0.17
Each share purchase warrant entitles the holdgzgoire one common share of the Company.
8. Basic and Diluted Loss per share

The basic and diluted loss per share is calculaésdd on the following at June 30:

2011 2010
Weighted average number of common shares outs@gndir82,796,157 26,056,502

The calculation of loss per share is based onasstdivided by the weighted-average number of commo
shares outstanding during the year. The effedptibns and warrants under the stock option plarots
presented as it would have an anti-dilutive eftecthe loss per share.
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9.

Financial Instruments

The Company’s financial instruments consist of casld cash equivalents, accounts receivable and
accounts payable and accrued liabilities. Thevalue of these financial instruments approximébes
carrying values, unless otherwise noted. The Cayipaash and cash equivalents under the fair value
hierarchy are based on level one quoted pricestineamarkets for identical assets or liabilities.

The Company'’s risk exposures and the impact orCthvapany’s financial instruments are summarized
below:

Credit risk

Credit risk is the risk of loss associated withimerparty’s inability to fulfill its payment oblaions. The
Company’s credit risk is primarily attributable ascounts receivable. The Company believes it has no
significant credit risk, as accounts receivablenarily relate to input tax credits.

Liquidity risk

The Company’s approach to managing liquidity riskd ensure that it will have sufficient liquidity

meet liabilities when due. As at June 30, 2011,Gbepany had a cash and cash equivalents balance of
$413,918 (September 30, 2010 - $10,133) to sattlect liabilities of $193,809 (September 30, 2610
$258,380). All of the Company’s financial liabiés have contractual maturities of less than 30 dags

are subject to normal trade terms.

Market risk

Market risk is the risk of loss that may arise fronanges in market factors such as interest riatesgn
exchange rates, and commodity and equity prices.

€) Interest rate risk

The Company has cash balances and no interesteiabt. The Company’s current policy is to
invest excess cash in investment-grade short-tezpogit certificates issued by its banking
institutions. The Company periodically monitors theestments it makes and is satisfied with the
credit ratings of its banks. As of June 30, 20h&, €ompany had $263,336 (September 30, 2010
- $Nil) invested in investment-grade short-termai@pcertificates.

(b) Foreign currency risk

As at June 30, 2011, the Company’s expendituremaanadian dollars and Mexican pesos, and
any future equity raised is expected to be predantly in Canadian dollars. As at June 30,
2011, the Company has accounts payable denomimatdéxican Pesos of $877,359, accounts
receivable of $711,729 Mexican Pesos and cash ¢848763 Mexican Pesos, with an
approximate exchange rate of 0.08 to Canadianrdoll&or each 10% change in the Canadian
dollar against the Mexican Peso, a gain/loss of #BLwould arise.
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0.

10.

11.

Financial Instruments, continued
(© Price risk

The Company is exposed to price risk with respectoimmodity and equity prices. Equity price
risk is defined as the potential adverse impacthenCompany’s earnings due to movements in
individual equity prices or general movements ia lgvel of the stock market. Commaodity price
risk is defined as the potential adverse impactamings and economic value due to commodity
price movements and volatilities. The Company dios®nitors commaodity prices of resources,
individual equity movements, and the stock marketdtermine the appropriate course of action
to be taken by the Company.

Capital Management

The Company’s objectives when managing capitat@aeafeguard the Company’s ability to continue as a
going concern in order to pursue the developmeits shineral interests and to maintain a flexibdpital
structure for its projects for the benefit of itakeholders.

In the management of capital, the Company includescomponents of shareholders’ equity as well as
cash, receivables and current liabilities.

The Company manages the capital structure and madesstments to it in light of changes in the
economic conditions and the risk characteristicghef underlying assets. To maintain or adjust the
capital structure, the Company may attempt to isse® shares, enter into joint venture property
arrangements, acquire or dispose of assets ortaéldgizamount of cash.

The Company does not have any major capital expeedi committed for the coming year, other than its
exploration program.

Management reviews the capital structure on a aedudsis to ensure that the above-noted objectinges
met.

Related Party Transactions

€) The Company incurred the following expenseslioe 30, to its directors or corporations
controlled by its directors:

2011 2010
Accounting fees (included in professional fees) $ 31,500 $ 31,500
Geological fees, general contracting, and
equipment rentals 142,795 37,499
Legal fees (included in professional fees) 20,0 14,212
Management and consulting fees 27,574 49,032
$ 213,959 $ 132,243

(b) Accounts payable and accrued liabilities inelsi®61,991 (September 30, 2010 - $51,021) due to
directors and/or officers of the Company.

These transactions have been measured at the gechamount, which is the amount of consideration
established and agreed to by the related partidswdaich the management believes reflect prevailing
market rates.
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12. Segmented Information

The Company operates in one industry, being tlygiaition, exploration and development of mineral
interests

The Company’s mineral interests and equipment waged through the Mexican subsidiary and held in
Mexico.

13. Supplemental Disclosure with Respect to Cashdwi's

Significant non-cash transactions for the periodegl June 30, 2010 included incurring mineral prtype
expenditures of $34,175 (2010 - $4,681) througloawts payable.

14. Subsequent Event

Subsequent to June 30, 2011the Company issued0Dsmmon shares pursuant to the exercise ofngptio
for gross proceeds of $22,500.



