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October 15, 2006
To the shareholders of Inter-Citic Minerals Inc.:

The accompanying unaudited interim financial statements of Inter-Citic Minerals Inc. (the “Company”)
have been prepared by and are the responsibility of the management of the Company.

The Company’s independent auditor has not performed a review of these financial statements in
accordance with the standards established by the Canadian Institute of Chartered Accountants for a
review of interim financial statements by an entity’s auditor.

Sincerely,
"James J. Moore" "Lou Pasubio"
James J. Moore Lou Pasubio, C.A.

President & CEO Vice-President, Finance & CFO



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED BALANCE SHEETS
(All figures in Canadian dollars)

August 31, November 30,
2006 2005
(Audited)
ASSETS
Current
Cash and cash equivalents $ 4,185,965 $ 417,731
Amounts receivable 195,735 87,735
Prepaid expenses 49,761 46,800
4,431,461 552,266
Restricted cash (Note 3) 1,830,362 774,491
Investments (Note 4) 18,665 18,665
Investment in associated company (Note 5) 1 1
Resource properties (Note 6, 13) 8,705,638 5,454,216
Property, plant and equipment (Note 7) 1,205,029 958,965
$ 16,191,156 $ 7,758,604
LIABILITIES
Current
Accounts payable and accrued liabilities 368,187 551,476
368,187 551,476
COMMITMENTS (Note 6, 10)
SHAREHOLDERS' EQUITY
Share capital (Note 11) 39,865,093 30,859,013
Share-purchase warrants (Note 11) 2,414,103 1,387,890
Contributed surplus (Note 11) 3,605,639 2,599,577
Deficit (30,061,866) (27,639,352)
15,822,969 7,207,128

$ 16,191,156 $ 7,758,604

Approved by the Board of Directors:

"Mark R. Frederick" "James J. Moore"
Mark R. Frederick James J. Moore
Director Director

The accompanying Notes to Financial Statements are an integral part of these financial statements.



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT
(All figures in Canadian dollars)

For the three months ended For the three months ended For the nine months ended For the nine months ended

August 31, August 31, August 31, August 31,
2006 2005 2006 2005
Expenses
Executive compensation 194,722 92,565 547,686 269,075
Office and rent 151,442 69,797 368,245 180,604
Corporate relations 120,449 65,150 514,305 143,887
Professional fees 89,025 34,480 364,222 76,148
Travel and accommodation 77,433 111,077 307,129 175,950
Consulting 35,718 8,341 75,118 63,143
Salaries and benefits 29,434 33,340 104,414 103,819
Depreciation and amortization 7,471 58,285 88,511 165,528
705,694 473,035 2,369,630 1,178,154
Other expenses (income)
Foreign exchange 39,665 432 (83,893) (154,069)
Other loss (income), net (Note 13) 52 9,240 (523) 4,401
Stock-based compensation (Note 11) - 19,330 197,650 99,106
Unrealized loss on marketable securities (Note 4) - 660 - 3,020
Interest (48,405) (11,386) (60,350) (21,899)
Loss before income taxes 697,006 491,311 2,422,514 1,108,713
Income taxes (Note 12) - - - -
Net loss for the period 697,006 491,311 2,422,514 1,108,713
Deficit, beginning of period 29,364,860 26,858,315 27,639,352 26,240,913
Deficit, end of period $ 30,061,866 $ 27,349,626 $ 30,061,866 $ 27,349,626
Net loss per share - basic and diluted $ 001 $ 001 $ 005 $ 0.03
Weighted average common shares outstanding 59,637,682 43,679,816 51,835,586 42,714,004

The accompanying Notes to Financial Statements are an integral part of these financial statements.



INTER-CITIC MINERALS INC.

(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF CASH FLOWS
(All figures in Canadian dollars)

For the three months ended

For the three months ended For the nine months ended For the nine months ended

August 31, August 31, August 31, August 31,
2006 2005 2006 2005
Operating activities
Net loss for the year $ (697,006) $ (491,311) $ (2,422,514) $ (1,108,713)
Adjustments for:
Depreciation and amortization 7,471 58,285 88,511 165,528
Foreign exchange 39,665 432 (83,893) (154,069)
Stock-based compensation (Note 11) - 19,330 197,650 99,106
Unrealized loss on marketable securities (Note 4) - 660 - 3,020
(649,870) (412,604) (2,220,246) (995,128)
Changes in non-cash working capital balances (148,783) (240,872) (210,357) (460,161)
(798,653) (653,476) (2,430,603) (1,455,289)
Financing activities
Issuance of shares and warrants (Note 11) - 1,620,800 10,840,705 1,655,096
- 1,620,800 10,840,705 1,655,096
Investing activities
Restricted cash (Note 3) 11,842 (230,216) (1,055,871) (299,328)
Resource properties (Note 6, 13) (2,364,346) (406,987) (3,175,310) (973,539)
Property, plant and equipment (Note 7) (240,149) (2,928) (410,687) (48,981)
(2,592,653) (640,131) (4,641,868) (1,321,848)
Increase/(decrease) in cash for the period (3,391,306) 327,193 3,768,234 (1,122,041)
Cash and cash equivalents, beginning of period 7,577,271 724,929 417,731 2,174,163
Cash and cash equivalents, end of period $ 4,185,965 $ 1,052,122 $ 4,185,965 $ 1,052,122
Supplemental Information:
Income taxes paid during the period $ - $ - $ - $ -
Interest paid during the period (Note 8, 13) $ - $ 8,082 $ - $ 24,372

The accompanying Notes to Financial Statements are an integral part of these financial statements.



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

1. Nature of Operations

Inter-Citic Minerals Inc. (the "Company"), is a development stage company engaged in the acquisition, exploration and development of exploration-stage
mineral properties.

To date the Company has entered into joint venture agreements to acquire two exploration properties, the Dachang Gold Project in the Province of Qinghai,
and the Zalantun Gold Project in the Inner Mongolia Autonomous Region, in the People’s Republic of China (“China” or the "PRC").

To date the Company has not found any proven reserves or engaged in any production on any of its properties, and there is no guarantee that this will occur
in the future. Mineral resource exploration and development is extremely risky and speculative by nature, as there is no guarantee that mineral deposits will
be found, and even if they are, that they can be mined economically. In the event that exploration on the properties, confirmation of the Company's interest
in the underlying mineral claims, the Company's ability to obtain appropriate financing to put these properties into production, and profitability of future
production, especially with respect to the Dachang Gold Project, is not successful, assets may not be realized or liabilities discharged at their carrying
amounts, and these differences could be material.

2. Summary of Significant Accounting Policies
Principles of Consolidation
These consolidated financial statements include the accounts of the Company and its subsidiaries as follows:

(a) Inter-Citic Holdings Ltd. (100% owned), a company incorporated in the Cayman Islands

(b) Techmat Inc. (100% owned), a company incorporated in the Republic of Mauritius

(c) TechMat (USA) Corporation (100% owned), a company incorporated in Nevada, USA

(d) United Worldwide Ltd. (100% owned), a company incorporated in the British Virgin Islands

(e) Bay Roberts Resources Ltd. (98% owned), a company incorporated in British Columbia, Canada

(f) Yangzhong Zhonghai Techmat Co., Ltd. (80% owned), a company incorporated in the People's Republic of China
All material inter-company transactions and balances have been eliminated.
The consolidated financial statements of the Company have been prepared by management in accordance with Canadian generally accepted accounting
principles. The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and the disclosure of contingent assets and liabilities as at the date of the
consolidated financial statements. Actual results could differ from those estimates.
Foreign Currency Translation
All of the Company's balances and transactions are translated into the Company's measurement currency, the Canadian dollar, as follows. Monetary assets
and liabilities are translated at the exchange rates in effect at the balance sheet dates. Non-monetary assets and liabilities are translated at rates prevailing at
the respective transaction dates. Revenues and expenses are translated at average rates prevailing during the year, except for depreciation and amortization
related to assets and liabilities, which are translated at historical exchange rates. Translation gains and losses are reflected in the consolidated statements of
operations and deficit.
Cash and Cash Equivalents
Cash and cash equivalents comprise cash, term deposits and other interest bearing instruments with original maturity dates of less than 90 days.

Investments

Investments are recorded at cost less a write-down for a decline in value that is other than temporary.



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

Financial Instruments

The Company's financial instruments consist of cash and cash equivalents, amounts receivable, restricted cash, deposits, investments, bank advances and
accounts payable and accrued liabilities. Unless otherwise noted, it is management's opinion that the Company is not exposed to significant interest, currency
or credit risks arising from these financial instruments. The fair value of these financial instruments approximates their carrying values, unless otherwise
noted.

Resource Properties

Costs associated with acquisition, direct exploration and development of resource properties are capitalized pending commencement of production, at which
time they will be amortized. If capitalized expenditures on individual resource properties exceed the estimated net recoverable amount, the properties are
written down to the estimated fair value. Costs relating to properties abandoned are written off when the decision to abandon is made.

The Company is in the process of exploring its property interests. Amounts reflected in the financial statements reflect cost to date and may not represent
future value to the Company. No mineral reserves have been determined to exist on these properties. Therefore, the recoverability of the amounts reflected
is dependent on future successful exploration and development of the properties.

Property, plant and equipment

Property, plant and equipment are recorded at cost less depreciation and amortization calculated as follows:

Leasehold improvements Three years, straight-line
Buildings 5% reducing-balance
Equipment 10%-33% reducing-balance
Exploration equipment 20%-30% reducing-balance

The Company has a long-term land lease in China that has been prepaid but was written down to $1 during 2003 (Note 13).
Income Taxes

Future income tax assets and liabilities are established where the accounting net book value of assets and liabilities differs from the corresponding tax basis.
The benefit of future income tax assets is only recognized where their realization is judged to be more likely than not.

Stock-based Compensation Plan

The Company has one stock-based compensation plan, which is described in Note 11. The Company accounts for stock-based compensation in accordance
with CICA 3870 (Stock-based Compensation and Other Stock-based Payments) and has chosen to recognize stock-based compensation based on the fair
value method of accounting. Under this method, the fair value of stock-based compensation is determined based on the Black-Scholes valuation model and
is recognized based on vesting of options granted under the stock option plan. Amounts recognized are credited to Contributed Surplus. Consideration paid
on exercise of stock options is credited to Share Capital.

Per Share Amounts

Net loss per share has been computed by dividing net loss applicable to common shareholders by the weighted-average number of common shares
outstanding during the respective periods.

Diluted net loss per share has not been presented as it is anti-dilutive.

3. Restricted Cash

Restricted cash relates to advances held in China and committed to continuing exploration of the Dachang Gold Project (Note 6).



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

4. Investments

The Company holds marketable securities in the form of common shares as follows:

August 31, 2006 November 30, 2005

Market Book Market Book

November 30, 2005 Number Value Value Value Value
Pearl River Holdings Ltd. 374,625 $ 14,985 $ 14,985 $ 14,985 $ 14,985
Jaguar Nickel Inc. 10,000 2,800 2,100 2,100 2,100
Talware Networx Inc. 100,000 1,500 1,400 1,400 1,400
Persifal Holdings Inc. 2,000 240 180 180 180
$ 19525 $ 18,665 $ 18,665 $ 18,665

During the year ended November 30, 2005, the Company recorded an unrealized loss of $3,980 ($3,020 for the nine-months ended May 31, 2005 of which
$660 was recorded during the quarter ended August 31, 2005), to reflect a decline in value of marketable securities held.

It is the Company's intention to hold the marketable securities for greater than one year.

5. Investment in Associated Company

Investment in associated company is carried on an equity basis.

August 31, November 30,
Ideal e-Commerce Limited 2006 2005
Equity - 50% ownership (a) $ 1 $ 1
Shareholder loan (b) 250,000 250,000
Accumulated equity in net loss (250,000) (250,000)
$ 1 $ 1

(a) Investment in associated company represents the Company's 50% interest in ldeal e-Commerce Limited, a Hong Kong company formed in a 50/50
joint venture between the Company and Henderson China Holdings Ltd., of Hong Kong, in March, 2000 for the development of a business-to-business
online metals trading portal through its 48% ownership in China Metals Net Company Ltd. ("China Metals Net"), of Hong Kong.

52% of the shares of China Metals Net are owned by China National Non-Ferrous Industrial Trading Group Company (“CNIT"), formerly Minmetals
International Non-Ferrous Metals Trading Company, of Beijing. CNIT has agreed to utilize the services of China Metals Net on an exclusive basis to
conduct all of its non-ferrous metals trading business activities through the business-to-business online metals trading portal.

The Company does not plan to make any further investment in this enterprise for the foreseeable future.

(b) The Hong Kong dollar denominated shareholder loan (HK$1,224,999; 2005 - HK$1,224,999) is unsecured, bears no interest and has no terms of
repayment.



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

6. Resource Properties

The Company is involved in exploration in China through earn-in agreements in the form of joint venture contracts whereby it provides 100% of the funding
in order to earn a controlling interest in certain projects. As at August 31, 2006, the Company had entered into two such agreements, as follows:

(a) The Dachang Gold Project

On November 14, 2003, the Company entered into an agreement with the Qinghai Geological Survey Institute regarding the Dachang Gold Project in the
Province of Qinghai, China. Under the terms of this joint venture agreement, the Company can earn an 83% interest in the joint venture by contributing the
equivalent of approximately $5,162,500 (Renminbi 32,830,000) over three years and making a cash payment of the equivalent of approximately $1,572,327
(Renminbi 10,000,000) upon the issuance of a mining license required to bring the project into production. As at August 31, 2006, the Company has
advanced $5,162,500 (Renminbi 32,830,000) of this amount.

The Company also has the option to acquire an additional 7% interest in the joint venture based on the valuation of any potential mining project contained in
a pre-feasibility report, for a total interest of 90%. The Qinghai Geological Survey Institute will retain a carried interest in the joint venture. As part of the
agreement, the Company also has a right of first refusal on any mineral exploration project for which the Qinghai Geological Survey Institute seeks foreign
investment.

(b) The Zalantun Gold Project

On October 30, 2003, the Company entered into an agreement with the Beijing Institute of Geology for Mineral Resources regarding the Zalantun Gold
Project in the Autonomous Region of Inner Mongolia, China. Under the terms of this joint venture agreement, the Company can earn an 85% interest in the
joint venture by contributing the equivalent of approximately $2,091,349 (Renminbi 15,002,500) over three years. Although minimum contributions were
originally staged as to the equivalent of approximately $557,600 (Renminbi 4,000,000) in 2004, $1,115,200 (Renminbi 8,000,000) in 2005 and $418,549
(Renminbi 3,002,500) in 2006, contributions have been deferred subject to resolution of administrative delays in organizing the joint venture, which is
expected to occur in 2006. The Company also has the ability to acquire an additional 5% interest in the joint venture for the equivalent of approximately
$246,041 (Renminbi 1,765,000), for a total interest of 90%. The Beijing Institute of Geology for Mineral Resources will retain a carried interest in the joint
venture. As part of this agreement, the Company also has a right of first refusal on any mineral exploration project for which Beijing Institute of Geology
for Mineral Resources seeks foreign investment. To date, the Company has not made any financial contributions relating to this joint venture agreement.

7. Property, Plant and Equipment

August 31, 2006 November 30, 2005
Accumulated Accumulated
Depreciation and Net Book Depreciation and Net Book
Cost Amortization Value Cost Amortization Value

Prepaid land lease $ 13 - $ 1 $ 1 $ - $ 1
Buildings 1 - 1 1 - 1
Rare earth processing equipment 1 - 1 1 - 1
Leasehold improvements 37,000 (21,068) 15,932 37,000 (11,819) 25,181
Office equipment 71,384 (42,948) 28,436 62,966 (36,673) 26,293
Exploration equipment 1,598,830 (438,172) 1,160,658 1,196,561 (289,073) 907,488
Total $ 1707217 $ (502,188) $ 1,205,029 $ 1296530 $ (337,565) $ 958,965

Prepaid land lease, buildings and rare earth processing equipment are held through the Company's 80% interest in Yangzhong Zhonghai Techmat Co., Ltd.,
in China. During the year ended November 30, 2005 the Company liquidated rare earth processing equipment for net proceeds equivalent to approximately
$429,240 (Renminbi 2,940,000) and used the proceeds to repay outstanding bank advances (Note 8, 13).



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

8. Bank Advances
As at August 31, 2005, an 80%-owned Chinese subsidiary of the Company, Yangzhong Zhonghai Techmat Co., Ltd., had borrowed, in aggregate
$435,470 (Renminbi 3,000,000) from the Bank of China in the form of three one-year term loans secured by a fixed charge on land and buildings. The bank
advances bore interest at a rate of 6.903%. During 2005, these loans were repaid by the Company out of proceeds from the liquidation of rare earth
processing equipment that had previously been written down to $1 in these financial statements (Note 13).
During the period ended August 31, 2005, the Company paid interest of $24,372 (of which $8,082 was paid during the quarter ended August 31, 2005)
related to these loans (Note 13).
9. Related Party Transactions
The Company paid or accrued management compensation to three directors of $388,686 during the period ended August 31, 2006 (2005 - $194,075) and
$154,722 during the quarter ended August 31, 2006 (2005 - $52,565). This compensation is in the normal course of operations and is measured at the
exchange amount, which is the the amount of consideration established and agreed to by the parties.
10. Lease Commitment
The Company has entered into a three-year lease for office space to the year 2007 with minimum lease payments as follows:

Balance of 2006 $ 21,589

2007 $ 86,355
11. Share Capital, Share-Purchase Warrants, Stock-based Compensation Plan and Contributed Surplus
(a) Authorized

98,500,000 common shares, without par value.

(b) Issued and Outstanding

August 31, 2006 November 30, 2005
Shares Amount Shares Amount
Balance - beginning of period 46,669,174 $ 30,992,036 42,195,878 $ 28,007,846
Issued by private placement 12,284,975 8,292,359 3,353,333 1,809,907
Exercise of share-purchase warrants 333,333 294,692 710,963 814,363
Exercise of options 350,200 419,029 409,000 359,920
59,637,682 39,998,116 46,669,174 30,992,036
Investment in own shares (116,500) (133,023) (116,500) (133,023)

Balance - end of period 59,521,182 $ 39,865,093 46,552,674 $ 30,859,013




INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

(i) Private Placement (March, 2006)

On March 22, 2006, the Company completed a brokered private placement financing for gross proceeds of $11,056,478, made up of 12,284,975 special
warrants of the Company (the "Special Warrants") issued at a price of $0.90 per Special Warrant. Each Special Warrant entitled the holder thereof, upon
exercise or deemed exercise of the Special Warrants and without payment of any additional consideration, to receive one common share of the Company
(the "Special Warrant Shares") and one-half of one share-purchase warrant (the "Underlying Warrants"). Each whole Underlying Warrant entitled the
holder to purchase one additional common share of the Company (the “Underlying Warrant Shares") at a price of $1.20 until March 22, 2008.

The Company paid a cash commission of $663,389 and issued 737,098 share-purchase warrants to brokers (the "Brokers' Special Warrants") in connection
with this financing. Each Broker's Special Warrant entitled the holder thereof, upon exercise or deemed exercise of the Brokers' Special Warrants and
without payment of any additional consideration, to receive one share-purchase warrant of the Company (the "Brokers' Warrants"). Each Broker's Warrant
entitled the holder to purchase one additional common share of the Company (the "Brokers' Warrant Shares") at a price of $1.00 until March 22, 2008.

The Special Warrants were issued under and were governed by an indenture dated March 22, 2006 (the “Special Warrant Indenture”) between the
Company and Computershare Trust Company of Canada (the “Special Warrant Agent”).

The Company agreed to use its best efforts to obtain a decision document in respect of a prospectus (the “"Decision Document"), which definitively
evidenced that the Special Warrant Shares, Underlying Warrant Shares and Brokers’ Warrant Shares to be issued upon the exercise or deemed

exercise of the Special Warrants, the Underlying Warrants or Brokers” Warrants have been qualified for the purposes of distribution in the provinces of
Canada within which the holders of the Special Warrants, the Underlying Warrants or Brokers’ Warrants are resident (the “Offering Jurisdictions”) on
or before April 30, 2006 (the “Qualification Deadline™). If the Decision Document had not been obtained by the Qualification Deadline, the Company
agreed to continue to use its best efforts to obtain the Decision Document until the Time of Expiry (as defined below). In the event that the Decision
Document was not issued on or before the Qualification Deadline, holders of the Special Warrants would thereafter be entitled to receive 1.1 Special
Warrant Shares and 0.55 Underlying Warrants for each Special Warrant so exercised for no additional consideration.

The Special Warrants and the Brokers’ Special Warrants were exercisable at any time on or before (the “Time of Expiry”) the date which was the earlier
of: (i) July 23, 2006; and (ii) the first business day following the Qualification Date. The “Qualification Date” was, in respect of an Offering Jurisdiction,
the later of: (i) the date of issuance of the Decision Document (or equivalent receipt) of the securities commissions of the Offering Jurisdiction; and (ii)
April 30, 2006. Any Special Warrants or Brokers’ Special Warrants not exercised by the Time of Expiry were to be deemed to be exercised immediately
prior to the Time of Expiry without any further action by the holders thereof.

In the event a holder of Special Warrants or Brokers’ Special Warrants exercised such Special Warrants or Brokers’ Special Warrants prior to the date
of the Decision Document was obtained, the common shares issued upon exercise would have been subject to hold periods under applicable securities
legislation and would have borne such legends as required by securities laws.

In addition, the Special Warrant Indenture provided for and contained provisions designed to protect the holders of the Special Warrants against dilution
upon the occurrence of certain events, including any subdivision, consolidation or reclassification of the common shares of the Company, the payment
of stock dividends or special distributions, the amalgamation, merger or corporate reorganization of the Company or a rights offering.

The Company was successful in obtaining the Decision Document on April 28, 2006 and all of the Special Warrants and the Brokers' Special warrants
were deemed to have been exercised at that time.

The Company evaluated the fair value of the Underlying Warrants and the Brokers' Warrants using the Black-Scholes model with the following valuation
assumptions: expected life - 24 months, expected volatility - 69.10%, risk-free interest rate - 4.00%, dividend rate - 0%.

Consideration received has been allocated to the common shares after deducting commissions of $663,389 and the estimated fair value of the Underlying
Warrants and the Brokers' Warrants of $2,100,730.

The Company intends to use the proceeds of this private placement for further exploration at Dachang and for general working capital purposes.



INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

(ii) Private Placement (October, 2005)

In October of 2005 the Company completed a private placement for proceeds of $533,500 representing 485,000 units of the Company at a price of $1.10

per unit. Each unit consisted of one common share and one half of one share-purchase warrant. Each share-purchase warrant entitles the holder to purchase
one additional common share at $1.45 for a period of eighteen months from the date of issue. The Company evaluated the fair value of share-purchase
warrants using the Black-Scholes model with the following valuation assumptions: expected life - 18 months, expected volatility - 68.28%, risk-free interest
rate - 2.96%, dividend rate - 0%.

As part of this financing transaction, the Company agreed to pay finders' fees of $31,020 in cash and 47,000 share-purchase warrants. Each share-purchase
warrant entitles the holder to purchase one additional common share at $1.10 for a period of twelve months from the date of issue. The Company evaluated
the fair value of share-purchase warrants using the Black-Scholes model with the following valuation assumptions: expected life - 12 months, expected
volatility - 68.08%, risk-free interest rate - 2.88%, dividend rate - 0%.

Consideration received has been allocated to the common shares after deducting the finders' fees paid in cash of $31,020 and the estimated fair value of the
share-purchase warrants of $76,680.

(iii) Private Placement (July, 2005)

In July of 2005 the Company completed a private placement in three tranches for proceeds of $1,721,000 representing 2,868,333 units of the Company at a
price of $0.60 per unit. Each unit consisted of one common share and one half of one share-purchase warrant. Each share-purchase warrant entitles the
holder to purchase one additional common share at $0.80 for a period of eighteen months from the date of issue. The Company evaluated the fair value of
share-purchase warrants using the Black-Scholes model with the following valuation assumptions: expected life - 18 months, expected volatility - 63.38%,
risk-free interest rate - 2.75%, dividend rate - 0%.

As part of this financing transaction, the Company agreed to pay cash finders' fees of $100,200.

Consideration received has been allocated to the common shares after deducting the finders' fees paid in cash of $100,200 and the estimated fair value of the
share-purchase warrants of $236,693.

(c) Share-Purchase Warrants

The following is a summary of the Company's outstanding share-purchase warrants:

August 31, 2006 November 30, 2005

Weighted- Weighted-

average average

Exercise Exercise

Number Value Price Number Value Price

Balance - beginning of period 4,856,499 $ 1,387,890 $ 0.99 5,741,877 $ 1,816,646 $ 0.99
Issued 6,879,585 2,100,730 1.18 1,723,666 313,373 0.90
Exercised (333,333) (94,692) 0.60 (710,963) (294,067) 0.73
Expired (2,799,500) (979,825) 1.10 (1,898,081) (448,062) 1.00
Balance - end of period 8,603,251 $ 2,414,103 $ 1.12 4,856,499 $ 1,387,890 $ 0.99

The weighted-average remaining contractual life is 1.32 years (2005 - 0.85 years).



(d) Stock-based Compensation Plan

INTER-CITIC MINERALS INC.

(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED AUGUST 31, 2006

The Company has one stock-based compensation plan as at August 31, 2006, a common share-purchase option plan for directors, officers, employees

and consultants of the Company (the “Plan”). Options under the Plan are typically granted in such numbers as to reflect the level of responsibility of the
particular optionee and his or her contribution to the business and activities of the Company, typically vest immediately and have a five-year term. Except
in specified circumstances, options are not assignable and terminate upon the optionee ceasing to be employed by or associated with the Company.

On August 3, 2006, the Company's common shares were listed on the Toronto Stock Exchange (prior to August 3, 2006, the Company's common shares
were listed on the TSX Ventures Exchange) and are traded in Canadian dollars. The following is a summary of the Company's outstanding stock options:

Options outstanding - beginning of period
Options granted

Options exercised

Options expired

Options outstanding - end of period

Exercisable options

Options Outstanding and Exercisable

August 31, 2006

November 30, 2005

Weighted- Weighted-
average average
Number Exercise Price Number Exercise Price
3,735,200 $ 0.87 3,794,200 $ 0.86
335,000 0.95 425,000 0.97
(350,200) 0.71 (409,000) 0.88
(100,000) 0.72 (75,000) 0.67
3,620,000 $ 0.90 3,735,200 $ 0.87
3,620,000 $ 0.90 3,735,200 $ 0.87
August 31, November 30,
2006 2005

Price range per option
Weighted-average remaining contractual life
Weighted-average exercise price

$0.58 to $1.15
2.50 Years
$0.90

$0.58 to $1.15
2.82 Years
$0.87

During the period ended August 31, 2006, the Company recognized $197,650 as stock-based compensation expense and included this amount in Contribute
Surplus (2005 - $99,106). The Company did not recognize any stock-based compensation expense during the quarter ended August 31, 2006

(2005 - $46,269).

The fair value of options issued was estimated on the date of grant using the Black-Scholes option pricing model based on the following weighted-average

valuation assumptions for each period:

November 30,
2005

August 31,
2006
Expected life: 5.0-years
Expected volatility: 72.41%
Risk-free interest rate: 3.92%
Dividend rate: 0%

5.0-years
71.42%
3.30%
0%

Under these assumptions, the fair value of options issued during these periods was $0.59 and $0.68, respectively.
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(e) Contributed Surplus

The following is a summary of transactions in the Contributed Surplus account:

August 31, November 30,
2006 2005
Balance - beginning of period $ 2,599,577 1,786,196
Stock-based compensation 197,650 365,319
Stock-options exercised (171,413) -
Share-purchase warrants expired 979,825 448,062
Balance - end of period 3,605,639 2,599,577

12. Income Taxes

The Company has available losses of approximately $11,447,000 that may be carried forward to reduce future years' income for tax purposes, as follows:

2006 $ 657,000
2007 $ 664,000
2008 $ 925,000
2009 $ 1,252,000
2010 $ 3,185,000
2014 $ 3,037,000
2015 $ 1,727,000

A full valuation allowance of $4,808,000 has been applied against the benefit of these tax losses.
13. Segmented Information

The Company's activities are in one reportable operating segment, being acquisition of exploration stage resource properties and exploration and
development of those properties.

(a) Resource Properties and Property, Plant and Equipment by Geographic Region

August 31, November 30,

2006 2005
China $ 9,866,299 $ 6,361,707
Canada 44,368 51,474

$ 9,910,667 $ 6413181




(i) Dachang Gold Project

Acquisition costs:

Consulting

Professional fees

Dues and fees

Other

Travel and accommodation

Exploration costs:
Drilling
Consulting
Camp
Travel and accommodation
Trenching
Assays and metallurgy
Geochemical
Geophysical
Mapping
Depreciation
Professional fees
Other

(ii) Zalantun Gold Project

Acquisition costs:
Professional fees

Exploration costs:

Consulting

Travel and accommodation
Mapping

Other

All resource properties

INTER-CITIC MINERALS INC.
(A DEVELOPMENT STAGE COMPANY)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE NINE MONTHS ENDED AUGUST 31, 2006

(b) Acquisition and Exploration Costs by Resource Property

For the Period Ended August 31, 2006

Balance as at Additions Expensed Balance as at
November 30, during the during the August 31,
2005 period period 2006
$ 131,732 $ - - $ 131,732
112,204 - - 112,204
17,909 - - 17,909
15,573 - - 15,573
5,311 - - 5,311
282,729 - - 282,729
1,840,423 1,747,709 - 3,588,132
755,684 430,147 - 1,185,831
485,295 249,585 - 734,880
416,328 166,713 (65,173) 517,868
389,360 348,968 - 738,328
265,807 167,132 - 432,939
268,320 37,137 - 305,457
253,986 - - 253,986
137,543 26,240 - 163,783
134,276 76,112 - 210,388
92,369 47,450 - 139,819
40,271 27,637 (8,235) 59,673
5,079,662 3,324,830 (73,408) 8,331,084
5,362,391 3,324,830 (73,408) 8,613,813
13,860 - - 13,860
13,860 - - 13,860
51,800 - - 51,800
15,003 - - 15,003
10,921 - - 10,921
241 - - 241
77,965 - - 77,965
91,825 - - 91,825
$ 5454216 $ 3,324,830 $ (73,408) $ 8,705,638




(i) Dachang Gold Project

Acquisition costs:

Consulting

Professional fees

Dues and fees

Other

Travel and accommodation

Exploration costs:
Drilling
Consulting
Travel and accommodation
Camp
Geochemical
Geophysical
Assays and metallurgy
Depreciation
Professional fees
Mapping
Other
Trenching

(ii) Zalantun Gold Project

Acquisition costs:
Professional fees

Exploration costs:

Consulting

Travel and accommodation
Mapping

Other

All resource properties

INTER-CITIC MINERALS INC.

(A DEVELOPMENT STAGE COMPANY)
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For the Period Ended August 31, 2005

Balance as at Additions Expensed Balance as at
November 30, during the during the August 31,
2004 period period 2005
$ 131,732 $ - - $ 131,732
112,204 - - 112,204
17,909 - - 17,909
15,573 - - 15,573
5,199 112 - 5,311
282,617 112 - 282,729
1,213,034 167,390 - 1,380,424
320,545 237,500 - 558,045
275,530 150,515 (54,850) 371,195
225,919 56,801 - 282,720
212,962 87,741 - 300,703
253,986 - - 253,986
3,976 86,867 - 90,843
71,896 8,462 - 80,358
34,952 36,770 - 71,722
25,417 59,538 - 84,955
16,635 59,077 (9,253) 66,459
14,807 95,331 - 110,138
2,669,659 1,045,992 (64,103) 3,651,548
2,952,276 1,046,104 (64,103) 3,934,277
13,860 - - 13,860
13,860 - - 13,860
51,800 - - 51,800
15,003 - - 15,003
10,921 - - 10,921
241 - - 241
77,965 - - 77,965
91,825 - - 91,825
$ 3044101 $ 1,046,104 $ (64,103) $ 4,026,102
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(c) Other Loss (Income), Net

Until 2003 the Company's activities included a rare earth operation that processed rare earth concentrates in China for use primarily in the optical and
automotive catalytic converter industries, as well as the manufacture of mini and micro magnets for the computer and telecommunication industries. During
2003 operations ceased and the processing facility has since remained idle. Fixed assets associated with the operation include a prepaid land lease, buildings
and rare earth processing equipment that the Company holds through its 80% interest in Yangzhong Zhonghai Techmat Co., Ltd., which have been written
down to $1. Accounts receivable and inventory have been written off.

During 2005 the Company liquidated most of its rare earth processing equipment for net proceeds of approximately $429,240 (Renminbi 2,940,000), the
proceeds of which were used to repay amounts owing to the Bank of China (Note 8). In addition, the Company reversed approximately $102,967 in
accounts payable that were over-accrued at the time operations ceased.

The Company continues to incur expenses associated with security and maintenance of the land, buildings and remaining equipment in China. During the
quarter and for the period ended August 31, 2006, the net amount of these costs were net expenses of $52 and net income of $523, respectively (2005 -

net expenses of $9,240 and $4,401, respectively), including interest charges on the outstanding bank advances in 2005 of $8,082 and $24,372, respectively,
and are net of recovery of bad debts, sale of inventory previously written off, liquidation of property, plant and equipment, exchange gains and losses for the
periods and other related income or expenses as applicable.

14. Comparative Figures

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



