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PRELIMINARY INFORMATION

The following Management’s Discussion and Analysis (“MD&A”) of Endeavour Silver Corp. (the “Company” or
“Endeavour”) should be read in conjunction with the unaudited consolidated financial statements for the nine
months ended September 30, 2011 and 2010 and the related notes contained therein. In addition, the following
should be read in conjunction with the audited consolidated financial statements for the year ended December 31,
2010, the related MD&A and the Company’s most recent Annual Information Form, which have been filed with the
Canadian Provincial Securities Regulatory Authorities (*) and the most recent Form 40-F which has been filed with
the US Securities and Exchange Commission (the “SEC”). It should be noted that the audited consolidated financial
statements for the year ended December 31, 2010 was prepared in accordance with Canadian generally accepted
account principles (“CAN GAAP”), the reconciliation of which can be found beginning on page 24 of this MD&A.

All financial information in this MD&A related to 2011 and 2010 have been prepared in accordance with
International financial reporting standards (“IFRS”), and all dollar amounts are expressed in US dollars unless
otherwise indicated.

Cautionary Note concerning Forward-Looking Statements: This MD&A contains “forward-looking statements”
within the meaning of the United States Private Securities Litigation Reform Act of 1995 and “forward-looking
information” within the meaning of applicable Canadian securities legislation. Such forward-looking statements and
information herein include, but are not limited to, statements regarding Endeavour’s anticipated performance in
2011, including silver and gold production, timing and expenditures to develop new silver mines and mineralized
zones, silver and gold grades and recoveries, cash costs per ounce, capital expenditures and sustaining capital. The
Company does not intend to, and does not assume any obligation to update such forward-looking statements or
information, other than as required by applicable law. Forward-looking statements or information involve known
and unknown risks, uncertainties and other factors that may cause the actual results, level of activity, performance or
achievements of the Company and its operations to be materially different from those expressed or implied by such
statements. Such factors include, among others: fluctuations in the prices of silver and gold, fluctuations in the
currency markets (particularly the Mexican peso, Canadian dollar and U.S. dollar); changes in national and local
governments, legislation, taxation, controls, regulations and political or economic developments in Canada and
Mexico; operating or technical difficulties in mineral exploration, development and mining activities; risks and
hazards of mineral exploration, development and mining (including, but not limited to environmental hazards,
industrial accidents, unusual or unexpected geological conditions, pressures, cave-ins and flooding); inadequate
insurance, or inability to obtain insurance; availability of and costs associated with mining inputs and labour; the
speculative nature of mineral exploration and development, diminishing quantities or grades of mineral reserves as
properties are mined; the ability to successfully integrate acquisitions; risks in obtaining necessary licenses and
permits, and challenges to the company’s title to properties; as well as those factors described in the section “risk
factors” contained in the Company’s Annual Information Form filed with the Canadian securities regulatory
authorities as filed with the SEC in our Annual Report on Form 40-F. Although the Company has attempted to
identify important factors that could cause actual results to differ materially from those contained in forward-looking
statements or information, there may be other factors that cause results to be materially different from those
anticipated, described, estimated, assessed or intended. There can be no assurance that any forward-looking
statements or information will prove to be accurate as actual results and future events could differ materially from
those anticipated in such statements or information. Accordingly, readers should not place undue reliance on
forward-looking statements or information.

Cautionary Note to U.S. Investor’s concerning Estimates of Reserves and Measured, Indicated and Inferred
Resources: This MD&A has been prepared in accordance with the requirements of the securities laws in effect in
Canada, which differ from the requirements of United States securities laws. The terms “mineral reserve”, “proven
mineral reserve” and “probable mineral reserve” are Canadian mining terms as defined in accordance with Canadian
National Instrument 43-101 — Standards of Disclosure for Mineral Projects (“NI 43-101") and the Canadian Institute
of Mining, Metallurgy and Petroleum (the “CIM”) - CIM Definition Standards on Mineral Resources and Mineral
Reserves, adopted by the CIM Council, as amended. These definitions differ from the definitions in SEC Industry

Guide 7 under the United States Securities Act of 1993, as amended (the *“Securities Act™).
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Under SEC Industry Guide 7 standards, a “final” or “bankable” feasibility study is required to report reserves, the
three-year historical average price is used in any reserve or cash flow analysis to designate reserves and the primary
environmental analysis or report must be filed with the appropriate governmental authority.

In addition, the terms “mineral resource”, “measured mineral resource”, “indicated mineral resource” and “inferred
mineral resource” are defined in and required to be disclosed by NI 43-101; however, these terms are not defined
terms under SEC Industry Guide 7 and are normally not permitted to be used in reports and registration statements
filed with the SEC. Investors are cautioned not to assume that any part or all of mineral deposits in these categories
will ever be converted into reserves. “Inferred mineral resources” have a great amount of uncertainty as to their
existence, and great uncertainty as to their economic and legal feasibility. It cannot be assumed that all or any part of
an inferred mineral resource will ever be upgraded to a higher category. Under Canadian rules, estimates of inferred
mineral resources may not form the basis of feasibility or pre-feasibility studies, except in rare cases. Investors are
cautioned not to assume that all or any part of an inferred mineral resource exists or is economically or legally
mineable. Disclosure of “contained ounces” in a resource is permitted disclosure under Canadian regulations;
however, the SEC normally only permits issuers to report mineralization that does not constitute “reserves” by SEC
Industry Guide 7 standards as in place tonnage and grade without reference to unit measures.

Accordingly, information contained in this MD&A contain descriptions of our mineral deposits that may not be
comparable to similar information made public by U.S. companies subject to the reporting and disclosure
requirements under the United States federal securities laws and the rules and regulations thereunder.

(*) available at the SEDAR website at www.sedar.com

TABLE OF CONTENTS

1  History and Strategy Page 3

2  Operating Performance Page 3

3 Consolidated Financial Results Page 11
4 Liquidity and Capital Resources Page 16
5  Quarterly Outlook Page 20
6  Changes in Accounting Policies and Critical Accounting Estimates Page 21
7  Controls and Procedures Page 22
8 International Financial Reporting Standards Page 22



ENDEAVOUR SILVER CORP.

Management’s Discussion and Analysis
For the Nine Months Ended September 30, 2011
(Expressed in US dollars unless otherwise noted) Date of Preparation: November 1, 2011

HISTORY AND STRATEGY

The Company is engaged in the evaluation, acquisition, exploration, development and exploitation of silver mining
properties in Mexico.

Historically, the business philosophy was to acquire and explore early-stage mineral prospects in Canada and the
United States. In 2002 the Company was re-organized, a new management team was appointed, and the business
strategy was revised to focus on acquiring advanced-stage silver mining properties in Mexico. Mexico, despite its
long and prolific history of metal production, appeared to be relatively un-explored using modern exploration
techniques and offered promising geological potential for precious metals exploration and production.

After evaluating several mineral properties in Mexico in 2003, the Company negotiated an option to purchase the
Guanacevi silver mines and process plant located in Durango, Mexico in May 2004. Management recognized that
even though the mines had run out of ore, little modern exploration had been carried out to discover new silver ore-
bodies. Exploration drilling commenced in June 2004 and quickly met with encouraging results. By September
2004, sufficient high grade silver mineralization had been outlined to justify the development of an access ramp into
the newly discovered North Porvenir ore-body. In December 2004, the Company commenced the mining and
processing of ore from the new North Porvenir mine to produce silver dore bars.

In 2007, the Company replicated the success of Guanacevi with the acquisition of the Guanajuato Mines project in
Guanajuato State. Guanajuato was very similar in that there was a fully built and permitted processing plant, and the
mines were running out of ore, so the operation was for sale. The acquisition was finalized in May 2007 and as a
result of the successful mine rehabilitation and exploration work conducted in 2008 and 2009, silver production,
reserves and resources are growing rapidly and Guanajuato is now an integral part of the Company’s asset base.

Both Guanacevi and Guanajuato are good examples of Endeavour’s business model of acquiring fully built and
permitted silver mines that were about to close for lack of ore. By bringing the money and expertise needed to find
new silver ore-bodies, Endeavour has successfully re-opened and is now expanding these mines to unfold their full
potential. The benefit of acquiring fully built and permitted mining and milling infrastructure is that if new
exploration efforts are successful, the mine development cycle from discovery to production only takes a matter of
months instead of the several years normally required in the traditional mining business model.

The Company historically funded its exploration and development activities through equity financings and
convertible debentures. Equity financings also facilitated the acquisition and development of the Guanacevi and
Guanajuato Mines projects. However, since 2004, the Company has been able to finance more and more of its
acquisition, exploration, development and operating activities from production cash flows. The Company may
continue to engage in equity, debt, convertible debt or other financings, on an as needed basis, in order to facilitate
its growth.

OPERATING PERFORMANCE

Q3, 2011 Financial Highlights (compared to Q3, 2010)

e Adjusted earnings escalated to $8.9 million ($0.10 per share) compared to $4.8 million adjusted loss
(negative $0.03 per share)

e Net earnings increased to $3.1 million ($0.04 per share) compared to a $9.6 million loss (-$0.15 per share)

e  Operating cash-flow jumped 191% to $14.3 million

e Mine operating cash-flow rose 194% to $27.1 million

e Revenues climbed 93% to $38.8 million

o Realized silver price up 121% to $40.72 per ounce sold, realized gold price up 35% to $1,679 per ounce
sold

e  Cash costs decreased 18% to $5.03 per oz silver payable (net of gold credits)

e Working capital rose 243% to $145.7 million, cash and short term investments totalled $107.8 million
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Q3, 2011 Production Highlights (compared to Q3 2010)

o Silver production up 8% to 858,738 oz
e Gold production up 7% to 4,926 oz
o Silver-equivalent production up 4% to 1.04 million oz (40:1 silver:gold ratio and no base metals)

Consolidated Production Results

Q3, 2011 compared to Q3, 2010

Silver production for Q3, 2011 was 858,738ounces (0z), an increase of 8% compared to 797,054 oz for Q3, 2010
and gold production was 4,926 o0z, an increase of 7% compared to 4,607 oz. Plant throughput was 138,592 tonnes at
average grades of 263 grams per tonne (gpt) of silver and 1.47 gpt of gold as compared to 126,599 tonnes at average
grades of 265 gpt of silver and 1.45 gpt of gold. The increased silver and gold production is attributable to a 9%
increase in throughput. The Company increased the Guanacevi operating capacity in the second half of 2010 from
800 to 1,000 tonnes per day (tpd).

Q3, 2011 compared to Q2, 2011

Silver production for Q3, 2011 was 858,738 o0z, an increase of 1% compared to 850,476 oz for Q2, 2011 and gold
production was 4,926 0z, an increase of 2% compared to 4,831 o0z. Plant throughput was 138,592 tonnes at average
grades of 263 gpt of silver and 1.47 gpt of gold as compared to 136,958 tonnes at average grades of 266 gpt of silver
and 1.36 gpt of gold. The increased silver and gold production is attributable to the 1% increase in throughput.
Silver and gold grades were consistent and recoveries were down slightly.

YTD, 2011 compared to YTD, 2010

Silver production for the first three quarters of 2011 was 2,609,347 0z, an increase of 9% compared to 2,389,703 oz
for the first three quarters of 2010 and gold production was 14,765 oz, an increase of 15% compared to 12,842 oz.
Plant throughput was 417,492 tonnes at average grades of 264 gpt of silver and 1.40 gpt of gold as compared to
363,387 tonnes at average grades of 267 gpt of silver and 1.37 gpt of gold. The increased silver and gold production
is attributable to a 15% increase in throughput, while silver grades dropped 1% and gold grade increased 2%. The
Company increased the Guanacevi operating capacity in the second half of 2010 from 800 to 1,000 tpd.

Guanacevi Mines Production Results

Q3, 2011 compared to Q3, 2010

Silver production for Q3, 2011 was 647,397 ounces (0z), an increase of 11% compared to 585,422 oz in Q3, 2010
and gold production was 1,933 0z, an increase of 25% compared to 1,545 oz. Plant throughput was 87,662 tonnes at
average grades of 305 gpt silver and 0.83 gpt gold, as compared to 75,039 tonnes at average grades of 326 gpt silver
and 0.77 gpt gold in 2010. Thell% increase in silver and gold production is attributable to the 17% increase in
throughput. However, silver production was offset by a slight drop in silver grades, while gold production increased
because of the higher gold content in the ore mined. The Company increased the Guanacevi operating capacity in
the second half of 2010 from 800 to 1,000 tpd.

Q3, 2011 compared to Q2, 2011

Silver production for Q3, 2011 was 647,397 o0z, an increase of 5% compared to 618,083 oz in Q2, 2011 and gold
production was 1,933 o0z, a decrease of 18% compared to 1,633 oz. Plant throughput was 87,662 tonnes at average
grades of 305 gpt silver and 0.83 gpt gold, as compared to 85,594 tonnes at average grades of 310 gpt silver and
0.69 gpt gold. In Q2, 2011 unscheduled maintenance in the plant contributed to lower Q2 throughputs. In Q3, 2011,
silver production was up as a result of slightly higher throughput and silver recoveries, while gold production was up
due to higher gold grades.
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YTD, 2011 compared to YTD, 2010

Silver production for the first three quarters of 2011 was 1,928,682 0z, an increase of 8% compared to 1,782,603 oz
in the first three quarters of 2010 and gold production was 5,316 0z, an increase of 20% compared to 4,424 oz.
Plant throughput was 264,360 tonnes at average grades of 307 gpt silver and 0.74 gpt gold, as compared to 220,262
tonnes at average grades of 330 gpt silver and 0.77 gpt gold in 2010. The increased silver and gold production is
attributable to the 20% increase in throughput, offset by the mining of lower grade ores. The lower silver
recoveries are related to the processing of Porvenir Dos ores and the higher gold recoveries are related to the
processing of Porvenir Cuatro ores.

Guanajuato Mines Production Results

Q3, 2011 compared to Q3, 2010

Silver production for Q3, 2011 was 211,341 oz, a slight decrease compared to 211,632 oz in Q3, 2010 and gold
production was 2,993 oz, a decrease of 2% compared to 3,060 oz. Plant throughput was 50,930 tonnes at average
grades of 190 gpt silver and 2.57 gpt gold as compared to 51,560 tonnes at average grades of 177 gpt silver and 2.45
gpt gold. Metal production was consistent, due to higher grades being offset by lower recoveries. The Company is
working to improve recoveries from newly discovered ore-bodies. The lower recoveries were due to an oil leak into
the mill feed from one of the cone crushers, a non-recurring event that has now been fixed.

Q3, 2011 compared to Q2, 2011

Silver production for Q3, 2011 was 211,341 oz, a decrease of 9% compared to 232,393 oz in Q2, 2011 and gold
production was 2,993 oz, a decrease of 6% compared to 3,198 oz. Plant throughput was 50,930 tonnes at average
grades of 190 gpt silver and 2.57 gpt gold, as compared to 51,364 tonnes at average grades of 192 gpt silver and
2.48 gpt gold. The decrease in silver and gold production is attributable to 7% and 9% respective decrease in
recoveries. The Company is working to improve recoveries for ore mined from newly discovered ore bodies which
is believed to be the cause of declining recoveries. The lower recoveries were due to an oil leak into the mill feed
from one of the cone crushers, a non-recurring event that has now been fixed.

YTD, 2011 compared to YTD, 2010

Silver production for the first three quarters of 2011 was 680,665 0z, an increase of 12% compared to 607,100 0z in
the first three quarters of 2010 and gold production was 9,449 oz, an increase of 12% compared to 8,416 oz. Plant
throughput was 153,132 tonnes at average grades of 189 gpt silver and 2.53 gpt gold as compared to 143,125 tonnes
at average grades of 171 gpt silver and 2.30 gpt gold. The increased silver and gold production is attributable to the
increased throughput and higher ore grades. The higher throughput is a result of increased availability of developed
stopes from the 2010 mine development program. The higher silver and gold grades are the result of mining higher
grade ores in the Lucero south district. The lower recoveries were due to an oil leak into the mill feed from one of
the cone crushers, a non-recurring event that has now been fixed.
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Comparative Table of Consolidated Mine Operations

Period Plant T'put  Ore Grades Recovered Ounces Recoveries  Cash Cost Direct Cost
Tonnes Ag(gpt) Au(gpt) Ag(oz) Au(oz) Ag(%) Au(%) $peroz $pertonne
Production 2011
Q1, 2011 141,942 263 1.36 900,133 5,008 75.0 81.0 4.62 79.30
Q2, 2011 136,958 266 1.36 850,476 4,831 727 80.6 6.98 96.69
Q3, 2011 138,592 263 1.47 858,738 4926 734 75.2 5.03 91.47
04, 2011
YTD 2011 417,492 264 1.40 2,609,347 14,765 73.7 78.9 5.53 89.05
Production 2010
Q1, 2010 112,963 270 1.34 766,210 3,775 78.3 78.7 6.69 79.45
Q2, 2010 123,825 267 1.32 826,439 4,460 77.6 84.9 6.57 86.69
Q3, 2010 126,599 265 1.45 797,054 4,607 73.8 77.8 6.11 81.35
Q4, 2010 143,623 267 1.37 895931 4,871 72.6 76.7 5.08 80.86
YTD 2010 507,010 267 1.37 3,285,634 17,713 75.4 79.4 6.08 82.10
Production 2009
Q1, 2009 85,731 271 1.02 572,785 2,335 78.8 86.7 7.94 74.69
Q2, 2009 90,338 259 1.16 584,486 2,768  77.2 85.0 753 79.46
Q3, 2009 93,276 271 1.42 661,903 3,604 79.6 84.6 5.64 78.91
04, 2009 115,482 270 1.62 779,344 4591 778 76.2 492 79.07
Total 384,827 268 1.33 2598518 13298 78.3 82.6 6.36 78.14
Q3, 2011 : Q3, 2010 9% -1% 1% 8% % 1% -3% -18% 12%
Q3,2011 : Q2, 2011 1% 1% 8% % 2% 1% -T% -28% -5%6
YTD 2011:YTD 2010 15% -1% 2% 9% 15%  -4% -2% -9% 8%
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Comparative Table of Guanacevi Mine Operations

Period Plant T'put  Ore Grades Recovered Ounces Recoveries  Cash Cost Direct Cost
Tonnes Ag(gpt) Au(gpt)  Ag(oz) Au(oz) Ag(%) Au(%) $peroz $pertonne
Production 2011 Year:
Q1, 2011 91,104 307 0.70 663,202 1,750 738 854 8.63 89.11
Q2,2011 85,594 310 069 618,083 1633 725 86.0 10.85 106.55
Q3, 2011 87,662 305 083 647,397 1933 753 826 9.61 107.05
Q4, 2011
YTD 2011 264,360 307 0.74 1,928,682 5,316 73.8 84.7 9.67 100.70
Production 2010 Year:
Q1, 2010 69,522 333 0.74 57479 1,277 77.2 77.2 8.51 87.97
Q2, 2010 75,701 332 0.80 622,385 1,602 77.0 82.3 9.30 100.61
Q3, 2010 75,039 326 0.77 585422 1545 744 83.2 8.80 94.71
Q4, 2010 91,825 308 0.65 666,343 1,612 73.3 84.0 8.91 84.53
Total 312,087 324 074 2448946 6,036 753 81.9 8.89 91.64
Production 2009 Year:
Q1, 2009 51,073 326 0.56 409,476 795 793 88.1 8.35 81.41
Q2, 2009 53,936 311 0.64 415775 952 771 86.2 10.02 96.86
Q3, 2009 54,791 317 0.69 457,609 1,109 79.3 89.8 8.97 90.82
Q4, 2009 70,832 332 117 587477 2021 717 75.9 6.95 89.68
Total 230,632 322 0.80 1,870,337 4,877 78.3 84.3 8.44 89.80
Q3,2011:Q3, 2010 17% -6% 8% 11% 25% 1% -1% 9% 13%
Q3,2011:Q2, 2011 2% 2%  20% 5% 18% 4% -4% -11% 0%
YTD 2011: YTD 2010 20% 7% -4% 8% 20% -3% 5% 15% 6%
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Comparative Table of Guanajuato Mine Operations

Period Plant  Ore Grades Recovered Ounces Recoveries Cash Cost Direct Cost
Tonnes Ag(gpt) Au(gpt)  Ag(oz) Au(oz) Ag(%) Au(%) $peroz $pertonne
Production 2011 Year:
Q1, 2011 50,838 184 253 236,931 3,258 78.8 78.8 (6.59) 61.75
Q2, 2011 51,364 192 248 232,393 3,198 73.3 78.1 (3.31) 80.25
Q3, 2011 50,930 190 257 211,341 2,993 67.9 711 (9.02) 64.66
04,2011
YTD 2010 153,132 189 2.53 680,665 9,449 73.3 76.0 (6.23) 68.92
Production 2010 Year:
Q1, 2010 43,441 168 229 191,414 2,498 81.6 79.5 1.23 65.81
Q2, 2010 48,124 166 2.14 204,054 2,858 79.4 86.3 1.77) 64.81
Q3, 2010 51,560 177 245 211,632 3,060 72.1 75.3 (1.33) 61.91
04, 2010 51,798 195 2.66 229,588 3,259 70.7 73.6 (6.02) 74.37
Total 194,923 177 2.39 836,688 11,675 75.7 78.5 (2.14) 66.81
Production 2009 Year:
Q1, 2009 34,658 189 1.70 163,309 1,540 77.4 83.3 6.90 64.75
Q2, 2009 36,402 183 1.93 168,711 1,816 775 84.3 1.38 53.68
Q3, 2009 38,485 206 245 204,294 2,495 80.2 82.3 (1.82) 61.95
Q4, 2009 44,650 171 2.34 191,867 2570 78.2 76.5 (1.31) 62.24
Total 154,195 187 213 728,181 8,421 78.3 81.3 1.01 60.71
Q3,2011: Q3, 2010 -1% 7% 5% 0% -2% -6% -6% 578% 4%
Q3,2011:Q2, 2011 -1% -1% 4% -9% -6% -1% -9% 173% -19%
YTD 2011 : YTD 2010 7% 10% 10% 12% 12% -5% -5% -831% 8%

Cash Costs and Direct Costs (Non-1FRS Measures)

Cash cost per 0z and direct cost per tonne are non-IFRS measures commonly reported in the silver and gold mining
industry as benchmarks of performance, but they do not have standardized meanings prescribed by IFRS and
therefore may not be comparable to similar measures presented by other issuers. The cash cost per 0z and direct cost
per tonne are provided to investors and used by management as a measure of the Company’s operating performance.
The Company reports its direct cost per tonne of ore processed as the cost of sales net of changes in inventories.
The cash cost per oz of silver produced reflects the cost of sales, net of changes in inventories costs, changes in the
fair market value gold inventories and gold credits. In prior periods, the Company used cash operating costs as a unit

of measure which excluded royalty costs from the cash cost calculation.
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Reconciliation of cash operating cost per oz and direct cost per tonne to cost of sales (2011):

Consolidated (in US $000s except ozs produced/payable, cash cost/oz and direct cost/tonne)

For the year ended

For the three months ended

31-Dec-11 31-Dec-11 30-Sep-11 30-Jun-11 31-Mar-11
Direct Production Costs $ 33,465 $ 10,997 $ 12,109 $ 10,359
Royalties 1,712 636 631 445
Add/(Subtract):

Change in Finished Goods Inventories 1,999 1,044 502 453
Direct Costs $ 37,176 $ - $ 12,677 $ 13,242 $ 11,257
Add/(Subtract):

Change in By-Product Inventories (2,640) (472) (1,302) (866)

By-Product gold sales (20,263) (7,932) (6,060) (6,271)
Cash Costs $ 14273  $ - $ 4273  $ 5880 $ 4,120
Throughput tonnes 417,492 138,592 136,958 141,942
Ozs Produced 2,609,347 858,738 850,476 900,133
Ozs Payable 2,583,254 850,152 841,970 891,132
Direct Cost per Tonne US$ $89.05 $91.47 $96.69 $79.31
Cash Cost Per Oz US$ * $5.53 $5.03 $6.98 $4.62
Guanacevi Mines (in US $000s except ozs produced/payable, cash cost/oz and direct cost/tonne)

For the year ended For the three months ended
31-Dec-11 31-Dec-11 30-Sep-11 30-Jun-11 31-Mar-11
Production Costs $ 23,227 $ 7,084 % 8555 % 7,588
Royalties 1,712 636 631 445
Add/(Subtract):

Change in Inventories 1,683 1,664 (66) 85
Direct Costs $ 26,622 $ - $ 9384 $ 9,120 _$ 8,118
Add/(Subtract):

Change in By-Product Inventories (714) (371) (204) (139)

By-Product gold sales (7,440) (2,852) (2,274) (2,314)
Cash Costs $ 18,468  $ - $ 6,161 $ 6,642 $ 5,665
Throughput tonnes 264,360 87,662 85,594 91,104
Ozs Produced 1,928,682 647,397 618,083 663,202
Ozs Payable 1,909,395 640,923 611,902 656,570
Direct Cost per Tonne US$ $100.70 $107.05 $106.55 $89.11
Cash Cost Per Oz US$ * $9.67 $9.61 $10.85 $8.63
Guanajuato Mines Project (in US $000s except ozs produced/payable, cash cost/oz and direct cost/tonne)

For the year ended For the three months ended
31-Dec-11 31-Dec-11 30-Sep-11 30-Jun-11 31-Mar-11
Cost of Sales $ 10,238 $ 3,913 $ 3,554 $ 2,771
Add/(Subtract):

Change in Inventories 316 (620) 568 368
Direct Costs $ 10,554  $ - $ 3,293  $ 4,122 $ 3,139
Add/(Subtract):

Change in By-Product Inventories (1,926) (101) (1,098) (727)

By-Product gold sales (12,823) (5,080) (3,786) (3,957)
Cash Costs $ (4,195) $ - $ (1,888) $ (762) $ (1,545)
Throughput tonnes 153,132 50,930 51,364 50,838
Ozs Produced 680,665 211,341 232,393 236,931
Ozs Payable 673,859 209,229 230,068 234,562
Direct Cost per Tonne US$ $68.92 $64.66 $80.25 $61.75
Cash Cost Per Oz US$ * ($6.23) ($9.02) ($3.31) ($6.59)

* Based on payable silver production attributable to cost of sales
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Reconciliation of cash operating cost per oz and direct cost per tonne to cost of sales (2010):

Consolidated (in US $000s except ozs produced/payable, cash cost/oz and direct cost/tonne)

For the year ended For the three months ended
31-Dec-10 31-Dec-10 30-Sep-10 30-Jun-10 31-Mar-10
Cost of Sales $ 40,302 $ 10,901 $ 10,711 $ 9,752 $ 8,938

Royalties 1,212 322 147 515 228
Add/(Subtract):

Change in Inventories 109 391 (559) 468 (191)
Direct Costs 41,623 11,614 10,299 10,735 8,975
Add/(Subtract):

Change in By-Product Inventories 683 807 (1,075) (70) 1,021

By-Product gold sales (22,528) (7,915) (4,401) (5,292) (4,920)
Cash Costs $ 19,778 $ 4,506 $ 4,823 $ 5,373 $ 5,076
Throughput tonnes 507,010 143,623 126,599 123,825 112,963
Ozs Produced 3,285,634 895,931 797,054 826,439 766,210
Ozs Payable 3,252,778 886,973 789,080 818,176 758,549
Direct Cost per Tonne US$ $82.10 $80.86 $81.35 $86.69 $79.45
Cash Cost Per Oz US$ * $6.08 $5.08 $6.11 $6.57 $6.69
Guanacevi Mines (in US $000s except ozs produced/payable, cash cost/oz and direct cost/tonne)

For the year ended For the three months ended
31-Dec-10 31-Dec-10 30-Sep-10 30-Jun-10 31-Mar-10
Cost of Sales $ 27,648 % 6,913 $ 8,016 $ 6,785 $ 5,934

Royalties 1,212 322 147 515 228
Add/(Subtract):

Change in Inventories (259) 527 (1,056) 316 (46)
Direct Costs 28,601 7,762 7,107 7,616 6,116
Add/(Subtract):

Change in By-Product Inventories 676 585 (255) 63 283

By-Product gold sales (7,727) (2,472) (1,751) (1,948) (1,556)
Cash Costs $ 21,550 % 5875 $ 5101 $ 5731 $ 4,843
Throughput tonnes 312,087 91,825 75,039 75,701 69,522
Ozs Produced 2,448,946 666,343 585,422 622,385 574,796
Ozs Payable 2,424,457 659,681 579,566 616,161 569,049
Direct Cost per Tonne US$ $91.64 $84.53 $94.71 $100.61 $87.97
Cash Cost Per Oz US$ * $8.89 $8.91 $8.80 $9.30 $8.51
Guanajuato Mines Project (in US $000s except ozs produced/payable, cash cost/oz and direct cost/tonne)

For the year ended For the three months ended
31-Dec-10 31-Dec-10 30-Sep-10 30-Jun-10 31-Mar-10
Cost of Sales $ 12,654  $ 3988 $ 269 $ 2967 $ 3,004
Add/(Subtract):

Change in Inventories 368 (136) 497 152 (145)
Direct Costs 13,022 3,852 3,192 3,119 2,859
Add/(Subtract):

Change in By-Product Inventories 7 222 (820) (133) 738

By-Product gold sales (14,801) (5,443) (2,650) (3,344) (3,364)
Cash Costs $ 1,772) $ (1,369) $ (278) $ (358) $ 233
Throughput tonnes 194,923 51,798 51,560 48,124 43,441
Ozs Produced 836,688 229,588 211,632 204,054 191,414
Ozs Payable 828,321 227,292 209,514 202,015 189,500
Direct Cost per Tonne US$ $66.81 $74.37 $61.91 $64.81 $65.81
Cash Cost Per Oz US$ * ($2.14) ($6.02) ($1.33) ($1.77) $1.23

* Based on payable silver production attributable to cost of sales
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Exploration Results

The Company commenced an aggressive $9.2 million, 47,000 meter, 175-hole exploration drill program in January
2011 to test multiple exploration targets within three mining districts plus any new properties acquired during the year.
During the quarter the Board of Directors approved a supplemental budget of $4.1 million to drill an additional 23,000
meters in order to expand the discoveries in Guanajuato and to explore new properties acquired during the quarter.

In the San Pedro area of the Guanacevi district, 52 holes totalling 13,900 meters have been drilled to date testing
various high grade veins. Results have been encouraging but spotty and more drilling is required in order to outline
new resources, particularly along the El Soto and Epsilon veins. The Company also expanded its property holdings
in the district of Guanacevi by acquiring the La Brisa properties (2,836 hectares), located approximately 10
kilometers southeast of the mine, and the EI Compas properties (37 hectares) located in the San Pedro area. The
supplemental budget included 10,000 meters of follow up drilling for the Guanacevi district, and 1,500 meters for
Phase 1 drilling on the La Brisa concessions during the fourth quarter.

At Guanajuato, 72 holes totalling 19,400 meters were drilled targeting the new veins discovered near the Lucero South
mine. Results have been very good and Q3 drilling highlights include 448 grams per tonne (gpt) silver and 14.0 gpt
gold over 4.61 meters (m) true width (31.4 ounces per ton (opt) silver equivalent based on a silver: gold ratio of 45:1
over 15.1 feet (ft)) and 170 gpt silver and 7.73 gpt gold over 7.14 m in the Daniela vein (15.1 opt silver equivalent
over 23.4 ft).

In addition, Phase 1 drill programs at the new Belen property in the district of Guanajuato and on the San Sebastian
properties in Jalisco were significantly advanced. A total of 21 holes and 5,300 meters were drilled at Belen to quarter
end and 26 holes totalling 4,800 meters were drilled at the San Sebastian properties with initial results anticipated in
the fourth quarter.

During Q3, 2011, the Company announced that it has acquired an option to purchase the La Presidenta, a 1,700 hectare
silver property in the Copiapo region of northern Chile. La Presidenta has a history of small scale silver mining and
appears to be prospective for the discovery of bulk tonnage, low grade silver mineralization. A Phase 1, 15 hole, 3,500
meter reverse circulation drill program is now underway to test the historic mineralized manto area on the property
along strike and down dip.

CONSOLIDATED FINANCIAL RESULTS

Review of Consolidated Financial Results

Nine months ended September 30, 2011 compared with the nine months ended September 30, 2010

For the nine months ended September 30, 2011, the Company’s Mine Operating Earnings were $61.9 million (2010:
$17.3 million) on Sales of $110.5 million (2010: $58.0 million) with Cost of Sales of $48.6 million (2010: $40.7
million).

Operating Earnings were $47.0 million (2010: $7.2 million) after Exploration costs of $6.8 million (2010: $3.8
million) and General and Administrative costs of $8.1 million (2010: $6.3 million).

Earnings Before Taxes were $36.8 million (2010: Loss Before Taxes $0.2 million) after Mark to Market Loss on
Derivative Liabilities (see Adjusted Earnings comment on page 14) of $13.4 million (2010: $0.9 million), Foreign
Exchange Loss of $3.3 million (2010: Gain of $0.2 million) and Investment and Other Income of $6.5 million
(2010: $0.5 million). In 2010, the Company also had $7.2 million Finance Costs related to convertible debentures
held at the time. The Company realized Net Earnings for the period of $20.5 million (2010: Net Loss of $6.1
million) after an Income Tax Provision of $16.3 million (2010: $5.9 million).
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Sales of $110.5 million for the period represent a 91% increase over the $58.0 million for the same period in 2010
primarily due to increased realized silver and gold prices during the period. During the period, the Company sold
2,438,784 oz silver and 13,144 oz gold, for realized prices of $37.00 and $1,542 per oz respectively as compared to
sales of 2,409,635 oz silver and 12,393 oz gold for realized prices of $18.02 and $1,179 per oz respectively in the
same period of 2010.

The realized prices of $37.00 per oz for silver and $1,542 per oz for gold are 2% and 1% higher, respectively, than
the average 2011 spot prices of $36.20 per oz and $1,533 per oz due to the timing of the sales. The Company also
accumulated 270,536 oz silver and 2,420 oz gold finished goods at September 30, 2011 as compared to 127,097 oz
silver and 957 oz gold at December 31, 2010. The cost allocated to these Finished Goods is $5.6 million compared
to $2.4 million at December 31, 2010.

Cost of Sales for the period was $48.6 million, an increase of 19% over the Cost of Sales of $40.7 million for the
same period of 2010. The 19% increase in the cost of sales is a result of the higher tonnage throughput at the
operations along with added cost pressures related to labour, pumping and power costs at Guanacevi as the North
Porvenir mine continues to depth.

Exploration expenses increased to $6.8 million from $3.8 million in 2010 reflecting management’s decision to
increase exploration activities in 2011. General and Administrative expenses increased by 29% to $8.1 million for
the period as compared to $6.3 million in 2010 primarily due to an increase in the foreign exchange translation of
Canadian dollar denominated expenses as well as higher labour costs for corporate staff.

A significant number of the Company’s share purchase warrants are classified and accounted for as a financial
liability at fair value with adjustments recognized through net earnings because these warrants have an exercise
price denominated in a currency which is different to the functional currency of the Company. During the period,
there was a Mark to Market Loss on Derivative Liabilities (see Adjusted Earnings comment on page 14) of $13.4
million, while the same period in 2010 had a Mark to Market Loss on Derivative Liabilities for $0.9 million. The
loss is a reflection of the Company’s share price rising from CAN$7.30 at December 31, 2010 to CAN$9.44 at
period-end and a number of exercises during the third quarter while the Company’s share price was significantly
higher.

The Company experienced a Foreign Exchange Loss of $3.3 million as compared to a gain of $0.2 million for the
same period in 2010. The $3.3 million loss is primarily due to the weakening of the Canadian Dollar against the US
Dollar resulting in lower valuations on the Canadian Dollar cash accounts.

The increase in Investment and Other income includes gains on short term silver and gold options that the Company
enters into from time to time as part of its metal sales strategy.  There was an Income Tax Provision of $16.3
million as compared to $5.9 million for 2010. The change in the income tax provision is due to the increased
profitability of the Company’s Mexican subsidiaries.

Three months ended September 30, 2011 compared with the three months ended September 30, 2010

For the three months ended September 30, 2011, the Company’s Mine Operating Earnings were $22.1 million
(2010: $5.2 million) on Sales of $38.7 million (2010: $20.1 million) with Cost of Sales of $16.6 million (2010:
$14.9 million).

Operating Earnings were $16.1 million (2010: $1.7 million) after Exploration costs of $3.1 million (2010: $1.3
million) and General and Administrative costs of $2.9 million (2010: $2.2 million).
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Earnings Before Taxes were $9.0 million (2010: Loss Before Taxes of $7.3 million) after Mark to Market Loss on
Derivative Liabilities (see Adjusted Earnings comment on page 14) of $5.8 million (2010: Loss of $4.7 million),
Foreign Exchange Loss of $4.8 million (2010: Foreign Exchange Gain of $0.2 million) and Investment and Other
Income of $3.5 million (2010: $0.2 million). In 2010, the Company also had $4.7 million Finance Costs related to
convertible debentures held at the time. The Company realized Net Earnings for the period of $3.1 million (2010:
Net Loss of $9.5 million) after an Income Tax Provision of $5.9 million (2010: $2.2 million).

Sales of $38.7 million for the period represent a 93% increase over the $20.1 million for the same period in 2010
due to increased realized silver and gold prices during the period. During the period, the Company sold 757,548 oz
silver and 4,725 oz gold, for realized prices of $40.72 and $1,679 per oz respectively as compared to sales of
849,858 oz silver and 3.550 0z gold for realized prices of $18.46 and $1,240 per oz respectively in the same period
of 2010.

The realized prices of $40.72 per oz for silver and $1,679 per oz for gold are 5% higher and 1% lower than the
average 2011 spot prices of $38.79 per oz and $1,700 per oz respectively due to the timing of the sales. The
Company also accumulated 270,536 oz silver and 2,420 oz gold finished goods at September 30, 2011 as compared
to 177,935 oz silver and 2,291 oz gold at June 30, 2011. The cost allocated to these Finished Goods is $5.6 million
compared to $3.8 million at June 30, 2011.

Cost of Sales for the period was $16.6 million, an increase of 11% over the Cost of Sales of $14.9 million for the
same period of 2010. As noted above, management decided to carry a significant amount of silver and gold bullion
because of the sharp drop in precious metal prices late in the quarter, so actual ounces sold were down in Q3 2011
compared to Q3 2010. On a cost per tonne basis, costs climbed 8% because of industry demands for mining inputs.
Our most significant operating cost, labour, is experiencing significant competition for skilled mining professionals
from the global market place resulting in higher retention and recruiting costs for the Company.

Exploration expenses increased to $3.1 million from $1.3 million in 2010 reflecting management’s decision to
increase exploration activities in 2011. General and Administrative expenses increased by 32% to $2.9 million for
the period as compared to $2.2 million in 2010 primarily due to an increase in the foreign exchange translation of
Canadian dollar denominated expenses as well as higher labour costs for corporate staff.

A significant number of the Company’s share purchase warrants are classified and accounted for as a financial
liability at fair value with adjustments recognized through net earnings because these warrants have an exercise
price denominated in a currency which is different to the functional currency of the Company. During the period,
there was a Mark to Market Loss on Derivative Liabilities (see Adjusted Earnings comment on page 14) of $5.8
million, while the same period in 2010 had a Mark to Market Loss on Derivative Liabilities of $4.7 million. The loss
in the current period is a reflection of the Company’s share price increasing from CAN$8.12 at June 30, 2011 to
CANS$9.44 at period-end and a number of exercises during the quarter while the Company’s share price was
significantly higher..

The Company experienced a Foreign Exchange Loss of $4.8 million as compared to a foreign exchange gain of $0.2
million for the same period in 2010. The $4.8 million loss is primarily due to the weakening of the Canadian Dollar
against the US Dollar resulting in lower valuations on the Canadian Dollar cash accounts.

The increase in Investment and Other income includes gains on short term silver and gold options that the Company
enters into from time to time as part of its metal sales strategy. There was an Income Tax Provision of $5.9 million
as compared to $2.2 million for 2010. The change in the income tax provision is due to the increased profitability of
the Company’s Mexican subsidiaries.
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Summary of Quarterly Results

International Financial Reporting Standards Canadian GAAP
Dec 31, 2011 Dec. 31, 2010 Dec. 31, 2009
(in US$000s except per share amounts) Period End Period End Period End
Sept 30 Jun 30 Mar 31 Dec 31 Sep 30 Jun 30 Mar 31 Dec 31
Total revenues $ 38,776 $ 36,363 $ 35352 $ 28,475 $ 20,091 % 19,692  $ 18,252  $ 24,250
Direct costs 10,997 12,109 10,359 10,901 10,711 9,752 8,938 11,439
Royalties 636 631 445 322 147 515 228
Mine operating cash flow $ 27,143 $ 23,623 $ 24,548 $ 17,252 $ 9,233 $ 9,425 $ 9,086 $ 12,811
Stock-based compensation 170 132 35 201 173 265 55
Amortization and depletion 4,841 4,247 3,943 5,016 3,853 2,905 3,139 4,563
Mine operating earnings / (loss) $ 22,132 $ 19,244 $ 20,570 $ 12,035 $ 5207 $ 6,255 $ 5892 $ 8,248
Net earnings (loss): $ 3,097 $ 16,966 $ 485 $ (14,683) $ (9,573) $ (3,208) $ 6,722 $ 3,133
Loss (gain) on derivative liabilities 5,777 (6,334) 13,965 21,212 4,746 1,761 (5,607) -
Adjusted net earnings (loss) $ 8874 $ 10,632 3% 14,450 $ 6,529 $ (4827) $ (1,447) $ 1,115 $ 3,133
(i) Basic earnings per share $ 0.04 $ 0.20 $ 0.01 $ (0.20) $ (0.15) $ (0.05) $ 0.11 $ 0.06
(ii) Diluted earnings per share $ 0.04 $ 012 $ 0.01 $ (0.20) $ (0.15) $ (0.05) $ 0.03 $ 0.06
(iii) Diluted adjusted earnings per share $ 0.10 $ 0.12 $ 0.16 $ (0.01) $ 0.03 $ (0.02) $ 0.03 $ 0.06

Mine Operating Cash Flow and Adjusted Earnings (Non-1FRS Measures)

Adjusted earnings is a non-IFRS measure that does not have a standardized meaning prescribed by IFRS and
therefore may not be comparable to similar measures presented by other issuers. The Company previously issued
share purchase warrants that have an exercise price denominated in a currency which is different to the functional
currency of the Company. Under IFRS, the warrants are classified and accounted for as a financial liability at fair
value with adjustments recognized through net earnings. These adjustments fluctuate significantly quarter to quarter
primarily based on the change in the Company’s quoted share price and have a significant effect on reported
earnings, while the dilutive impact remains unchanged. Adjusted earnings are used by management and provided to
investors as a measure of the Company’s operating performance.

Mine operating cash flow is a non-1IFRS measures that does not have a standardized meaning prescribed by IFRS
and is therefore may not be comparable to similar measures presented by other issuers. Mine operating cash flow is
calculated as revenues minus direct production costs and royalties. Mine operating cash flow is used by
management and provided to investors as a measure of the Company’s operating performance.

Quarterly Trends and Analysis

In the 4™ quarter of 2009, the Company had a significant increase in sales over previous quarters. The increase in
sales was due to 3 main factors: an increase in the price of silver and gold; an increase in production; and the timing
of finished goods sales. During the Q4, 2009, there was an increase in production of 18% for silver and 27% for
gold over the previous quarter and more robust silver and gold prices. The Company also accumulated a large
finished goods inventory at September 30, 2009 which was converted to sales during Q4, 2009 resulting in a
significant increase in cost of sales and depreciation and depletion for the quarter.

In the 1% quarter of 2010, the Company continued to experience an increase in sales over previous quarters, with the
exception of Q4, 2009 where sales reflected the realization of the sale of a large finished goods balance produced in
Q3, 2009. Silver production experienced a 2% decrease from Q4, 2009 but was a significant increase compared to
prior periods.

In the 2™ quarter of 2010, the Company continued to experience an increase in sales over the previous quarter, with
the Company achieving the highest quarterly production at that time with a robust silver price. Silver production
experienced a 41% increase from the same period in 2009 and an 8% increase from Q1, 2010.
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In the 3 quarter of 2010, the Company experienced increased sales over the previous quarter. Although the
consolidated production was slightly lower than the previous quarter the Company sold more silver ounces in Q3
than Q2 and silver and gold prices remained robust.

In the 4™ quarter of 2010, the Company once again realized increased sales over the previous quarter and achieved
record production, while silver and gold prices remained robust and provided record sales.

In the 1% quarter of 2011, the Company’s continued to increase production while revenues jumped with the
significant rise in silver and gold prices. The Company’s operating costs remained relatively constant, however the
Company notes that the shortage of skilled mining professionals is driving labour costs higher across the industry.
The Company incurs a significant portion of its operating costs in Mexican Pesos which have appreciated thereby
putting upward pressure on our near-term operating costs.

In the 2" quarter of 2011, the Company continued to increase production while revenues jumped with the
significant rise in silver and gold prices. A number of factors have affected our cost per tonne including an
extremely competitive labour market, rising power costs, appreciation of the Mexican Peso to US dollars, supply
constraints on re-agents, mining in zones subject to royalties, while we had some one-time equipment availability
issues affecting our mined tonnes and plant throughput at Guanacevi. Some of these costs are expected for the
foreseeable future, while an expected increase in mined tonnes at Guanajuato will help mitigated rising costs going
forward.

In the 3 quarter of 2011, the Company continued to increase production while revenues climbed with the continued
appreciation of silver and gold prices. A number of factors have affected our cost per tonne including an extremely
competitive labour market, rising power costs, appreciation of the Mexican Peso to US dollars, and supply
constraints on re-agents. Some of these costs are expected to continue into the foreseeable future, while an expected
increase in mined tonnes at Guanajuato starting in the fourth quarter will help mitigate rising costs going forward.

Transactions with Related Parties

The Company shares common administrative services and office space with Canarc Resource Corp., Caza Gold
Corp. and Aztec Metals Corp. (“Aztec”), who are related party companies by virtue of having common directors.
From time to time, Endeavour will incur third-party costs on behalf of the related parties and an unrelated party,
Parallel Resources Ltd., on a full cost recovery basis. The Company has $124,000 receivable related to
administration costs outstanding as of September 30, 2011 (December 31, 2010 — $133,000) and the Company has
$108,000 receivable from Aztec related to 2008 property tax payments and the initial Rio Chico option payment
outstanding as of September 30, 2011 (December 31, 2010 - $114,000). The Company has provided an allowance
for amounts due from Aztec totalling $180,000 for amounts outstanding since 2008 therefore the net related party
receivable amount totals $52,000.

During the period ended September 30, 2011, the Company paid $108,000 (2010 - $115,000) for legal services to
Koffman Kalef LLP, a firm in which the Company’s Corporate Secretary is a partner.

Update on Use of Proceeds from Recent Financings

On December 1, 2010, the Company received net proceeds of Cdn$50.1 million from a prospectus offering of
shares. Based on the December 1, 2010 noon exchange rate reported by the Bank of Canada of Cdn$1.00 =
US$0.9843, this amount was equivalent to US$49.3 million. As disclosed in the Company’s short form prospectus
dated November 24, 2010, US$35 million of the net proceeds from this offering were intended to be used for mine
development and plant expansions at the Guanacevi and Guanajuato Mines projects, exploration projects and
potential acquisitions as set out in the table below, with the balance of US$14.3 million to be used for working
capital. As of September 30, 2010, the company had spent a total of $24,818,000 of the allocated net proceeds. The
mine development, plant expansion and exploration programs for 2011 are well underway with completion expected
by the end of 2011.
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Any planned expenditures above the allocated amounts have been paid from operating cash flows. There have been
no expenditures on potential acquisitions at this time but they remain budgeted for 2011 or beyond.

Expected Actual Variance
Use of proceeds (USS$) (US$) (US$)
Mine Development — Guanacevi & Guanajuato $11,000,000 | $ 11,000,000 $ -
Plant expansion — Guanacevi & Guanajuato 7,000,000 7,000,000 -
Exploration 7,000,000 6,818,000 182,000
Potential acquisitions 10,000,000 - 10,000,000
Total $35,000,000 $24,818,000 $ 10,182,000

LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalents have increased from $68.0 million at December 31, 2010 to $92.8 million at September
30, 2011. The Company had working capital of $145.7 million at September 30, 2011 (December 31, 2010 - $102.2
million). The $43.0 million increase in working capital is primarily a result of the increases in cash of $24.8 million,
available for sale investments of $11.9 million, accounts receivable and prepaids of $4.9 million and inventory of
$8.1 million and a decrease in accounts payable of $1.2 million less a decrease in short term investments of $5.0
million, an increase in income tax payable of $2.2million and a decrease in related party receivables of $0.2 million.

Operating activities provided $50.2 million during the first three quarters of 2011 compared to providing $10.7
million during the same period in 2010. The significant non-cash adjustments to net earnings of $20.5 million were
for the mark to market loss on derivative liability of $13.4 million, a deferred income tax expense provision of $6.5
million, depreciation, depletion of $13.1 million, stock-based compensation of $3.4 million, an unrealized foreign
exchange loss of $2.1 million, a gain on marketable securities of $1.0 million and an increase in non-cash working
capital of $8.0 million. The increase in non-cash working capital is primarily due to increased accounts receivable
and prepaids and increased inventories offset by increased and income taxes accrual.

Investing activities during the year used $38.3 million as compared to $20.6 million in 2010 with investments in
property, plant and equipment totalling $30.2 million compared to $22.8 million in 2010. There was also $8.3
million net invested in short term investments compared to net proceeds on disposition of short term investments of
$2.2 million in 2010.

The Company invested a total of $30.2 million in property, plant and equipment during 2011, with all of the
amounts settled for cash. Approximately $12.4 million was invested at Guanacevi with $7.3 million spent on mine
development, $1.6 million spent on the plant, $3.1 million on mine equipment and $0.4 million on office equipment,
building upgrades and vehicles. Approximately $17.3 million was invested at Guanajuato with $7.9 million spent
on mine development, $6.0 million on the plant expansion, $2.9 million on mine equipment, $0.5 million spent on
office equipment, building upgrades and vehicles. There was an additional $0.4 million spent on exploration
vehicles and property option payments. The Company spent the remaining $0.5 million on exploration property
costs and capital assets for the exploration and corporate offices.

As at September 30, 2011, the Company held $15.0 million in short term investments and $15.5 million in available
for sale investments. The short term investments consist of various government bonds with maturity dates greater
than 90 days, various Canadian bank bonds, all deemed to be high grade investments. The available for sale
investments consist primarily of Notes receivable (formerly asset backed commercial paper) valued at $3.4 million
and marketable securities valued at $12.1 million.
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Financing activities during the 2011 year generated $15.0 million as compared to $2.4 million during 2010. During
2011 there was $5.7 million realized from the exercise of stock options and $9.3 million realized from the exercise
of share purchase warrants. During 2010, there was $2.9 million realized from the exercise of stock options, $0.5
million realized from the exercise of share purchase warrants and interest paid on convertible debentures of $1.0
million.

As at September 30, 2011, the Company’s issued share capital was $246.9 million representing 85,942,564 common
shares compared to $205.9 million representing 80,720,420 common shares at December 31, 2010. Of the
5,222,144 common shares issued during the period, 1,903,400 were issued upon stock option exercises, 3,219,314
were issued on exercise of warrants, 3,600 were issued under the Company’s stock bonus plan, 93,750 shares
previously held in escrow were cancelled and 189,580 were issued upon the exercise of stock options as share
appreciation rights.

As at September 30, 2011, the Company had 3,718,600 options to purchase common shares outstanding with a
weighted average exercise price of CAN $5.06 and had 3,506,393 share purchase warrants outstanding with a
weighted average exercise price of CAN $2.62.

Contingencies

Minera Santa Cruz y Garibaldi SA de CV, a subsidiary of Endeavour, received a $19.1 million assessment on
October 12" 2010 by Mexican fiscal authorities for failure to provide the appropriate support for certain expense
deductions in the 2006 tax return. During the audit process the Company retained a big four accounting firm and
external counsel to expedite the audit process and to ensure the delivery of the appropriate documentation. Based on
the advice of our tax advisors and legal counsel, it is the Company’s view that it provided the appropriate
documentation and support for the expenses and the tax assessment has no legal merit. As a result of a detailed
review by the Company of its accounting records and available information to support the deductions taken, the
Company has estimated a potential tax exposure of $80,000, plus an estimated additional interest and penalties of
$80,000, for which the Company has made a provision in the consolidated financial statements for the year ended
December 31* 2010. The Company commenced the appeal process in 2010.

Refinadora Plata Guanacevi SA de CV’s, a subsidiary of Endeavour, received a $5.3 million assessment on April
12" 2011 by Mexican fiscal authorities for failure to provide the appropriate support for certain expense deductions
in the 2006 tax return. During the audit process the Company retained a big four accounting firm and external
counsel to expedite the audit process and to ensure the delivery of the appropriate documentation. Based on the
advice of our tax advisors and legal counsel, it is the Company’s view that it provided the appropriate
documentation and support for the expenses and the tax assessment has no legal merit, other than as follows. As a
result of a detailed review by the Company of its accounting records and available information to support the
deductions taken, the Company has estimated a potential tax exposure of $533, plus an additional interest and
penalties of $275, for which the Company has made a provision in the consolidated financial statements for the
period ended June 30, 2011. The Company has provided the government a 3% bond and has commenced the appeal
process.

Capital Requirements

The Company plans to invest a total of $36.7 million on capital projects in 2011 at both operations, with the focus
on expanding the Guanajuato plant to 1,000 tpd, acquiring additional mining equipment for Guanajuato, installing a
dry stack tailings facility at Guanacevi and carrying out accelerated mine development and infill drilling at both
mines. These planned expenditures are expected to be financed from mine operating cash flows and current cash
balances.
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At Guanacevi, a total of $21.8 million was planned for the continued expansion and upgrading of the operations. A
total of $8.1 million was planned for mine development of the Santa Cruz and Porvenir Cuatro ore-bodies and
continued access into the North Porvenir ore-body, $6.0 million was budgeted for a tailings filtration and dry-stack
facility and other upgrades of the plant circuit, and $7.2 million was for underground mine equipment, primarily
pump station expansions and a power station upgrade. The remaining balance of $0.5 million will be spent on
various support infrastructure at Guanacevi.

The engineering of tailings filtration and dry stack facility and power station upgrade were completed in the first
half of the year with construction is expected to be completed on time in the fourth quarter of 2011. The Company
has spent $7.2 million to complete 5.1 kilometers of underground development, 85% of the entire 2011 plan.

At Guanajuato, a total of $14.9 million was planned for the continued expansion and upgrading of the operations.
A total of $6.5 million was planned to further develop the Lucero, Karina and Bolanitos veins, and $5.2 million was
budgeted for the expansion of the plant from 800 tpd to 1,000 tpd. An additional $2.6 million will be spent on
underground equipment and $0.6 million for other infrastructure support at Guanajuato.

At Guanajuato, $5.4 million was invested completing 4.9 km of underground development and $5.7 million was
spent on the plant expansion program. The new 1,000 tpd mill circuit was running before quarter end.. A total of
$3.3 million has been spent on various equipment, including 2 new scoop trams to accelerate development and
improve the mine production. Additionally $2.5 million has been spent on step-out and infill drilling the South
Bolanitos area.

Financial Instruments and Other Instruments

Financial Assets and Liabilities

The Company’s financial instruments consist of cash and cash equivalents, short term investments, available for sale
investments, receivables, accounts payable and accrued liabilities. Cash and cash equivalents and short term
investments are designated as held for trading and therefore carried at fair value, with the unrealized gain or loss
recorded in income. Receivables are designated as loan receivables and accounts payables, accrued liabilities, and
promissory note are designated as other financial liabilities and recorded at amortized cost. Marketable securities
and notes receivable are available for sale with the unrealized gain or loss recorded in other comprehensive income.
Interest income and expense are both recorded in income.

The fair value hierarchy establishes three levels to classify inputs to the valuation techniques used to measure fair
value. Level 1 inputs are quoted market prices (unadjusted) in active markets for identical assets or liabilities. Level
2 inputs are inputs other than quoted market prices included in Level 1 that are observable for the asset or liability,
either directly or indirectly. Level 3 inputs are unobservable (supported by little or no market activity).

Cash and cash equivalents and short term investments are stated at fair value and are classified as Level 1 of the fair
value hierarchy. The fair values of accounts receivables, accounts payable and accrued liabilities are approximate
carrying value because of the short term nature of these instruments.

The fair value of available for sale investments are determined based on a market approach reflecting the closing
price of each particular security at the closing balance sheet date. The closing price is a quoted market price obtained
from the exchange that is the principal active market for the particular security, and therefore available for sale
securities are classified within Level 1 of the fair value hierarchy.

The Company had issued convertible debentures which were outstanding until September 2010 and which were

designated as other financial liabilities and recorded at amortized cost. The fair values of the convertible debentures
were classified within Level 2 while outstanding.
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Financial Instrument Risk Exposure and Risk Management

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board approves
and monitors the risk management process. The types of risk exposure and the way in which such exposure is
managed is provided as follows:

Credit Risk

The Company is exposed to credit risk on its bank accounts, short-term investments, notes receivable and IVA
receivable balance. Credit risk exposure on bank accounts and short term investments is limited through
maintaining the Company’s balances with high-credit quality financial institutions, maintaining investment policies,
assessing institutional exposure and continual discussion with external advisors. The notes receivable credit risk
exposure is limited by continual discussion with external advisors. IVA receivables are generated on the purchase of
supplies and services to produce silver which are refundable from the Mexican government.

Liquidity Risk

The Company ensures that there is sufficient capital in order to meet short term business requirements. The
Company’s policy is to invest cash at floating rates of interest, which cash reserves are to be maintained in cash
equivalents in order to maintain liquidity after taking into account the Company’s holdings of cash equivalents, short
term investments, marketable securities and receivables. The Company believes that these sources, operating cash
flow and its policies will be sufficient to cover the likely short term cash requirements and commitments.

Market Risk
The significant market risk exposures to which the Company’s financial instruments are subject to are foreign
exchange risk, interest rate risk and commodity price risk.

Foreign Currency Risk

The Company’s operations in Mexico and Canada make it subject it to foreign currency fluctuations. The
Company’s operating expenses are primarily incurred in Mexican pesos and Canadian dollars, and the fluctuation of
the US dollar in relation to these currencies will consequently have an impact upon the profitability of the Company
and may also affect the value of the Company’s assets and the amount of shareholders’ equity. The Company’s
convertible debentures were issued in Canadian dollars and related interest expense was incurred in Canadian
dollars. The Company has not entered into any agreements or purchased any instruments to hedge possible currency
risks.

Interest Rate Risk

In respect of financial assets, the Company’s policy is to invest cash at floating rates of interest and cash reserves are
to be maintained in cash equivalents in order to maintain liquidity. Fluctuations in interest rates impact the value of
cash equivalents.

Contractual Obligations

The Company had the following contractual obligations at September 30, 2011:

Payments due by period (in thousands of dollars)

Contractual Obligations Total Less than 1 year 1-3years 3-5years More than 5 years
Capital Asset purchases $ 2,920 $2,920 $ - $ - $ -
Operating Lease 1,595 265 540 558 232
Other Long-Term Liabilities 2,546 - 808 - 1,738
Total $ 7,061 $ 3,185 $1,348 $558 $1,970
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Outstanding Share Data

As of November 1, 2011, the Company had the following items issued and outstanding:

e 87,318,298 common shares

e options to purchase 3,718,600 common shares with a weighted average exercise price of CAN$5.06 per
share expiring between January 1, 2013 and June 14, 2017.

e 2,111,238 share purchase warrants with a weighted average exercise price of CAN$1.98 per share expiring
February 26, 2014.

The Company considers the items included in the consolidated statement of shareholders’ equity as capital. The
Company’s objective when managing capital is to safeguard its ability to continue as a going concern so that it can
continue to provide returns for shareholders and benefits for other stakeholders. The Company manages the capital
structure and makes adjustments to it in light of changes in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure, the Company may issue new shares through
private placements, prospectus offerings, convertible debentures, asset acquisitions or return capital to shareholders.
The Company is not subject to externally imposed capital requirements.

QUARTERLY OUTLOOK

Financial

In Q4, 2011, Endeavour anticipates its financial performance will continue to improve, reflecting the current high
silver and gold prices and an increase in the Company’s precious metal production resulting from the newly expanded
mill and flotation circuits at the Guanajuato plant. Inflationary pressures on operating costs in the short term should be
offset by the new economies of scale attained at the Guanajuato operations, as well as the rising gold by-product
credit.

Production

The Guanajuato plant expansion was completed in Q3 2011, thereby by facilitating an increase in the Guanajuato
operating capacity by 60% in Q2, 2011. Through the first three quarters, the Guanajuato mine produced at close to its
600 tpd capacity and commenced production at 1,000 tpd in October. The old 600 tpd circuit will be utilized on an as-
needed basis once the commissioning is complete until such time as the Company has sufficient new reserves and
resources to ramp production up production to the new 1,600 tpd mill capacity. The newly installed 1,000 tpd plant
circuit should be met with increased production from Lucero vein as well as initial production from our 2010
discoveries of the Karina, Fernanda and Daniela veins which are now being developed underground.

The Guanacevi mine is currently producing at close to its 1,000 tonne per day (tpd) capacity and that is expected to
continue in Q4, 2011. Guanacevi currently draws 80% of its ore production from the Porvenir Mine with the balance
coming from Porvenir Dos, Porvenir Cuatro and Santa Cruz. However, Santa Cruz production will continue to escalate
as mine development advances and Porvenir Dos will continue to decline as it nears the end of its mine-life early in
2012.

Exploration
In Q3 2011, Endeavour increased it’s 2011 exploration budget by 45% to an aggressive $13.3 million, 71,000 meter

exploration program in order to expand drilling within three mining districts and initiate drilling on multiple
exploration targets on the newly-acquired properties.
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CHANGES IN ACCOUNTING POLICIES & CRITICAL ACCOUNTING ESTIMATES

Changes in Accounting Policies

Recently released Canadian accounting standards

A number of new IFRS standards, and amendments to standards and interpretations, are not yet effective for periods
ending December 31, 2011 and therefore have not been applied in preparation of the September 30, 2011
consolidated financial statements. None of these standards are expected to have a significant effect on the
consolidated financial statements.

Critical Accounting Estimates

The preparation of financial statements requires the Company to make estimates that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Significant areas requiring the use of
estimates relate to the determination of mineralized reserves, valuation of asset back commercial paper, impairment
of long-lived assets, determination of asset retirement obligations, valuation allowances for future income taxes and
assumptions used in determining the fair value of hon-cash based compensation.

Mineralized reserves and impairment of long lived assets

Management periodically reviews the carrying value of its mineral properties with internal and external mining
related professionals. A decision to abandon, reduce or expand a specific project is based upon many factors
including general and specific assessments of reserves, anticipated future prices, anticipated future costs of
exploring, developing and operating a producing mine, expiration term and ongoing expense of maintaining leased
mineral properties and the period for properties with unproven reserves. However, properties which have not
demonstrated suitable mineral concentrations at the conclusion of each phase of an exploration program are re-
evaluated to determine if future exploration is warranted and their carrying values are appropriate.

If an area of interest is abandoned or it is determined that its carrying value cannot be supported by future
production or sale, the related costs are charged against operations in the period of abandonment or determination
that the carrying value exceeds its fair value. The amounts recorded as mineral properties represent costs incurred to
date and do not necessarily reflect present or future values.

Provision for reclamation and rehabilitation

Reclamation and closure costs have been estimated based on the Company’s interpretation of current regulatory
requirements, however changes in regulatory requirements and new information may result in revisions to estimates.
The Company recognized the present value of liabilities for reclamation and closure costs in the period in which
they are incurred. These obligations are measured initially at fair value and the resulting costs capitalized to the
carrying value of the related asset. In subsequent periods, the liability is adjusted for any changes in the amount or
timing and for the accretion of discounted underlying future cash flows. The capitalized asset retirement cost is
amortized to operations over the life of the asset.

Deferred income taxes

The Company follows the asset and liability method of accounting for income taxes. Under this method, future tax
assets and liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases, and losses carried
forward. Future tax assets and liabilities are measured using substantively enacted or enacted tax rates expected to
apply to taxable income in the years in which those temporary differences are expected to be recovered or settled.
The effect on future tax assets and liabilities of a change in tax rates is recognized in income in the period that
includes the substantive enactment date. Future tax assets are recognized to the extent that they are considered more
likely than not to be realized. The valuation of future income tax assets is adjusted, if necessary, by the use of a
valuation allowance to reflect the estimated realizable amount.
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The future income tax provision also incorporates management’s estimates regarding the utilization of tax loss carry
forwards, which are dependent on future operating performance and transactions.

Stock-based compensation

The Company has a share option plan which is described in Note 9(b) of the Company’s consolidated financial
statements. The Company records all stock-based compensation for options using the fair value method. The fair
value of each option award is estimated on the date of the grant using the Black-Scholes option pricing model, with
expected volatility based on historical volatility of our stock. We use historical data to estimate the term of the
option and the risk free rate for the expected term of the option is based on the Government of Canada yield curve in
effect at the time of the grant.

CONTROLS AND PROCEDURES

Changes in Internal Control over Financial Reporting

Our management, including our Chief Executive Officer and Chief Financial Officer, has evaluated our internal
control over financial reporting to determine whether any changes occurred during the period that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting. During the nine
months ended September 30, 2011 there have been no changes that occurred that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

INTERNATIONAL FINANCIAL REPORTING STANDARDS

On February 13, 2008, the Canadian Accounting Standards Board confirmed that publicly accountable enterprises
would be required to adopt International Financial Reporting Standards (“IFRS”) in place of Canadian GAAP for
interim and annual reporting purposes for fiscal years beginning on or after January 1, 2011. Accordingly, the
Company has transitioned from Canadian GAAP reporting and has reported under IFRS for the period ended
September 30, 2011, with restatement of comparative information presented.

EIRST TIME ADOPTION OF IERS

The Company has adopted IFRS on January 1, 2011 with a transition date of January 1, 2010. Under IFRS 1 First
time adoption of International Financial Reporting Standards (IFRS 1), the IFRS standards are applied
retrospectively at the transition date with all adjustments to assets and liabilities as stated under GAAP taken to
deficit, with IFRS 1 providing for certain optional and mandatory exemptions to this principle.

The Company has elected to apply the following optional exemptions

Share-based payment transactions

IFRS 1 allows that full retrospective application may be avoided for certain share-based instruments depending
on the grant date, vesting terms and settlement of any real liabilities. A first-time adopter can elect to not apply
IFRS 2 to share-based payments granted after November 7, 2002 that vested before the later of (a) the date of
transition to IFRS and (b) January 1, 2005. The Company has elected this exemption and has applied IFRS 2 to
only unvested stock options as at January 1, 2010 being the transition date

Business Combinations

IFRS 1 allows that a first-time adopter may elect not to apply IFRS 3 Business Combinations (IFRS 3)
retrospectively to business combinations prior to the date of transition avoiding the requirement to restate prior
business combinations. The Company has elected to apply IFRS 3 to business combinations that occur on or
after January 1, 2010.

22



ENDEAVOUR SILVER CORP.

Management’s Discussion and Analysis
For the Nine Months Ended September 30, 2011
(Expressed in US dollars unless otherwise noted) Date of Preparation: November 1, 2011

Decommissioning Liabilities

IFRS requires specified changes in a decommissioning or similar liability to be added or deducted from the cost
of the asset to which it relates. The adjusted depreciable amount is then depreciated prospectively over its
remaining useful life. IFRS 1 allows a first time adopter to not comply fully with these accounting
requirements for changes in such liabilities that occurred before the date of transition and instead apply a
simplified method which is set out in IFRS 1. The Company has elected this exemption.

Cumulative translation differences

IFRS 1 allows that a first-time adopter may elect to deem all cumulative translation differences to be zero at the
date of transition. The Company has elected this exemption and as such the cumulative translation amount of
$212,000 previously included in other comprehensive income has been reallocated to deficit.

Borrowing Costs

Borrowing costs related to the acquisition, construction or production of qualifying assets must be capitalized
under IAS 23(R). This is effective for fiscal years beginning on or after January 1, 2009, with earlier
application permitted. IFRS 1 allows the effective date to be the date of transition to IFRS rather than January
1, 2009. The Company has elected this exemption and as such there is no difference between Canadian GAAP
and IFRS on transition.

Fair value as deemed cost

The Company may elect among two options when measuring the value of its assets under IFRS. It may elect,
on an asset by asset basis, to use either historical cost as measured under retrospective application of IFRS or
fair value of an assets at opening balance sheet date. The Company has elected to use historical cost for its
assets.

Reconciliation to previously reported financial statements

A reconciliation of the above noted changes is included in these following Consolidated Statements of Financial Position
and Consolidated Statements of Comprehensive Income for the dates noted below. The effects of transition from GAAP to
IFRS on the cash flow are not material; therefore a reconciliation of cash flows has not been presented.

Transitional Consolidated Statement of Financial Position Reconciliation — January 1, 2010

Consolidated Interim Statement of Financial Position Reconciliation — September 30, 2010.

Consolidated Interim Statement of Operations and Comprehensive Income Reconciliation — Three months ended September
30, 2010.

Consolidated Interim Statement of Operations and Comprehensive Income Reconciliation — Nine months ended September
30, 2010.

Consolidated Statement of Financial Position Reconciliation — December 31, 2010

Consolidated Statement of Operations and Comprehensive Income Reconciliation — December 31, 2010.
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The January 1, 2010 Canadian GAAP consolidated statement of financial position has been reconciled to IFRS as follows:

January 1, Effect of January 1,
(expressed in US$000s ) Ref 2010 Transition to IFRS 2010
CAN GAAP IFRS
ASSETS
Current assets
Cash and cash equivalents $ 26,702 $ - $ 26,702
Available for sale investments 4521 4,521
Accounts receivable and prepaids 7,467 7,467
Inventories e) 6,100 (68) 6,032
Due from related parties 243 243
Total current assets 45,033 (68) 44,965
Long term deposits 1,153 1,153
Long term investments - -
Redemption call option on covertible debentures f) 2,693 (2,693) -
Mineral property, plant and equipment b) e) 57,002 (1,577) 55,425
Total assets $ 105,881 $ (4,338) $ 101,543
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities 3 5,230 $ - $ 5230
Current portion of promissory note 231 231
Accrued interest on convertible debentures 254 254
Income taxes payable 545 545
Total current liabilities 6,260 - 6,260
Promissory note 248 248
Provision for reclamation and rehabilitation b) 1,740 278 2,018
Future income tax liability e) 8,103 (158) 7,945
Liability portion of convertible debentures f) 8,149 (4,483) 3,666
Convertible debenture derivative liability f) - 21,926 21,926
Warrant Derivative Liability d) - 7,823 7,823
Total liabilities 24,500 25,386 49,886
Shareholders' equity
Common shares, unlimited shares authorized, no par value, issued
and outstanding 60,626,203 d) f) 112,173 (2,760) 109,413
Equity portion of convertible debentures f) 2,164 (2,164) -
Contributed surplus a) 12,948 (5,629) 7,319
Accumulated comprehensive income C) 749 (212) 537
Deficit (46,653) (18,959) (65,612)
Total shareholders' equity 81,381 (29,724) 51,657
$ 105,881 $ (4,338) $ 101,543
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The September 30, 2010 Canadian GAAP consolidated interim statement of financial position has been reconciled to
IFRS as follows:

September 30, Effect of September 30,
(expressed in US$000s ) Ref 2010 Transition to IFRS 2010
CAN GAAP IFRS

ASSETS
Current assets

Cash and cash equivalents $ 19,646 $ - $ 19,646

Available for sale investments 3,254 3,254

Accounts receivable and prepaids 17,350 17,350

Inventories e) 11,023 (73) 10,950

Due from related parties 390 390
Total current assets 51,663 (73) 51,590
Long term deposits 1,202 1,202
Mineral property, plant and equipment b) e) 70,138 (1,401) 68,737
Total assets $ 123,003 $ (1,474) $ 121,529
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities

Accounts payable and accrued liabilities $ 7,318 $ - $ 7318

Current portion of promissory note 231 231

Income taxes payable 1,653 1,653
Total current liabilities 9,202 - 9,202
Promissory note 106 106
Provision for reclamation and rehabilitatioin b) 1,847 203 2,050
Future income tax liability e) 13,723 2 13,725
Warrant Derivative Liability d) - 16,820 16,820
Total liabilities 24,878 17,025 41,903
Shareholders' equity
Common shares, unlimited shares authorized, no par value, issued

and outstanding 69,757,153 dyf) 128,278 13,881 142,159
Contributed surplus a) 13,788 (5,862) 7,926
Accumulated comprehensive income c) 1,277 (212) 1,065
Deficit (45,218) (26,306) (71,524)
Total shareholders' equity 98,125 (18,499) 79,626
$ 123,003 $ (1,474) $ 121,529
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The Canadian GAAP consolidated interim statement of operations and comprehensive income for the three months
ended September 30, 2010 has been reconciled to IFRS as follows:

Three months ended Three months ended
September 30, Effect of September 30,
(expressed in US$000s except per share amounts) Ref 2010 Transition to IFRS 2010
CAN GAAP IFRS
Revenue $ 20,091 $ 20,091
Cost of sales:
Direct Costs 9) 10,858 (148) 10,710
Royalties 9) - 148 148
Stock-based compensation 9) - 173 173
Amortization and depletion b) e) g) 3,977 (124) 3,853
14,835 49 14,884
Mine operating earnings 5,256 (49) 5,207
Expenses:
Exploration 9) 1,189 157 1,346
General and administrative 9) 1,126 1,061 2,187
2,315 1,218 3,533
Income from operations 2,941 (1,267) 1,674
Mark-to-market gain (loss) on derivative liabilities d) f) - (4,746) (4,746)
Finance costs f) g) - 4,736 4,736
Other income (expense):
Mark-to-market gain on redemption call option f) 413 (413) -
Accretion of convertible debentures 9) (248) 248 -
Stock-based compensation a) Q) (1,353) 1,353 -
Foreign Exchange e) f) 244 (60) 184
Realized gain on marketable securities 142 142
Investment and other income 117 117
(685) 1,128 443
Income before income taxes 2,256 (9,621) (7,365)
Income tax expense:
Current income tax expense 608 (49) 559
Deferred income tax expense e) 1,521 128 1,649
2,129 79 2,208
Net income (loss) for the period 127 (9,700) (9,573)
Other comprehensive income, net of tax
Unrealized gain (loss) on marketable securities (54) (54)
Unrealized foreign exchange gain/ (loss) on investments 29 29
Unrealized gain/(loss) on other investments 72 72
Reclassification adjustment for loss (gain) included in net income (142) (142)
(95) - (95)
Comprehensive income (loss) for the period 32 (9,668)
Basic earnings per share $ 0.00 $ (0.15)
Weighted average number of shares outstanding 65,511,785 65,511,785
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The Canadian GAAP consolidated interim statement of operations and comprehensive income for the nine months ended
September 30, 2010 has been reconciled to IFRS as follows:

Nine months ended Nine months ended
September 30, Effect of September 30,
(expressed in US$000s except per share amounts) Ref 2010 Transition to IFRS 2010
CAN GAAP IFRS
Revenue $ 58,035 $ 58,035
Cost of sales:
Direct Costs 9) 30,291 (891) 29,400
Royalties 9) - 891 891
Stock-based compensation 9) - 493 493
Amortization and depletion b) e) g) 10,306 (409) 9,897
40,597 84 40,681
Mine operating earnings 17,438 (84) 17,354
Expenses:
Exploration 9) 3,385 425 3,810
General and administrative g) 3,514 2,792 6,306
6,899 3,217 10,116
Income from operations 10,539 (3,301) 7,238
Mark-to-market gain (loss) on derivative liabilities d) f) - (900) (900)
Finance costs f)g) - 7,214 7,214
Other income (expense):
Mark-to-market gain on redemption call option f) 703 (703) -
Accretion of convertible debentures 9) (1,088) 1,088 -
Stock-based compensation a) g) (3,697) 3,697 -
Foreign Exchange e) f) 153 72 225
Realized gain on marketable securities 189 189
Investment and other income 286 286
(3,454) 4,154 700
Income before income taxes 7,085 (7,261) (176)
Income tax expense:
Current income tax expense 660 - 660
Deferred income tax expense e) 4,990 233 5,223
5,650 233 5,883
Net income (loss) for the period 1,435 (7,494) (6,059)
Other comprehensive income, net of tax
Unrealized gain (loss) on marketable securities (28) (28)
Unrealized foreign exchange gain/ (loss) on investments - -
Unrealized gain/(loss) on other investments 736 736
Reclassification adjustment for loss (gain) included in net income (189) (189)
519 - 519
Comprehensive income (loss) for the period 1,954 (5,540)
Basic earnings per share $ 0.02 $ (0.10)
Weighted average number of shares outstanding 63,004,088 63,004,088
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The December 31, 2010 Canadian GAAP consolidated statement of financial position has been reconciled to IFRS as

follows:
December 31, Effect of December 31,
(expressed in US$000s ) Ref 2010 Transition to IFRS 2010
CAN GAAP IFRS
ASSETS
Current assets
Cash and cash equivalents $ 68,037 $ 68,037
Short term investments 20,009 20,009
Marketable securities 81 81
Notes receivable 3,551 3,551
Accounts receivable and prepaids 10,299 10,299
Inventories e) 12,971 (88) 12,883
Due from related parties 218 218
Total current assets 115,166 (88) 115,078
Long term deposits 778 778
Mineral property, plant and equipment b) e) 72,479 (1,238) 71,241
Total assets $ 188,423 $ (1,326) $ 187,097
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Accounts payable and accrued liabilities $ 9,464 $ 9,464
Current portion of promissory note 231 231
Income taxes payable 3,260 3,260
Total current liabilities 12,955 12,955
Promissory note 56 56
Provision for reclamation and rehabilitation b) 2,242 282 2,524
Future income tax liability e) 14,157 (834) 13,323
Warrant Derivative Liability d) - 29,348 29,348
Total liabilities 29,410 28,796 58,206
Shareholders' equity
Common shares, unlimited shares authorized, no par value, issued
and outstanding 80,720,420 d)f) 183,296 22,566 205,862
Contributed surplus a) d) 13,635 (5,842) 7,793
Accumulated comprehensive income c) 1,656 (212) 1,444
Opening deficit (46,653) (18,812) (65,465)
Deficit 7,079 (27,822) (20,743)
Total shareholders' equity 159,013 (30,122) 128,891
$ 188,423 $ (1,326) $ 187,097
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The Canadian GAAP consolidated statement of operations and comprehensive income for the year ended December 31,
2010 has been reconciled to IFRS as follows:

December 31, Effect of December 31,
(expressed in US$000s except per share amounts) Ref 2010 Transition to IFRS 2010
CAN GAAP IFRS
Revenue $ 86,510 $ 86,510
Cost of sales:
Direct costs 9) 41,514 (1,212) 40,302
Royalties Q) - 1,212 1,212
Stock-based compensation 9) - 694 694
Amortization and depletion b) e) g) 15,447 (534) 14,913
56,961 160 57,121
Mine operating earnings 29,549 (160) 29,389
Expenses:
Exploration Q) 4,283 543 4,826
General and administrative 9) 5,485 3,513 8,998
9,768 4,056 13,824
Income from operations 19,781 (4,216) 15,565
Mark-to-market gain (loss) on derivative liabilities d)f) - (22,113) (22,113)
Finance costs ) g) - (7,233) (7,233)
Other income (expense):
Mark-to-market gain on redemption call option f) 703 (703) -
Accretion of convertible debentures 9) (1,088) 1,088 -
Stock-based compensation a) g) (4,679) 4,679 -
Foreign Exchange e) f) 1,156 89 1,245
Gain (loss) on marketable securities 195 195
Investment and other income 478 478
(3,235) 5,153 1,918
Income before income taxes 16,546 (28,409) (11,863)
Income tax expense:
Current income tax expense 3,786 3,786
Deferred income tax expense e) 5,681 (587) 5,094
9,467 (587) 8,880
Net income (loss) for the period 7,079 (27,822) (20,743)
Other comprehensive income, net of tax
Unrealized gain (loss) on marketable securities 22 22
Unrealized gain on notes receivable 953 953
Unrealized foreign exchange gain (loss) on available for sale securities 127 127
Reclassification adjustment for loss (gain) included in net income (195) (195)
907 - 907
Comprehensive income (loss) for the period 7,986 (19,836)
Basic earnings per share based on net earnings $ 0.11 $ (0.32)
Diluted earnings per share based on net earnings $ 0.10 $ (0.32)
Basic weighted average number of shares outstanding 65,646,786 65,646,786
Diluted weighted average number of shares outstanding 69,122,226 65,646,786
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Adjustments on transition to IFRS:
The following is a summary of the significant accounting differences considered as part of the IFRS transition project and, where
appropriate, the quantification of the adjustments required as of the transition date and for the comparative period.

Functional currency and foreign exchange translation

Canadian GAAP requires an entity to determine whether a subsidiary is an integrated or self sustaining entity based on the
functional currency of the parent company. This determination dictates the method of foreign exchange translation for the
consolidated financial statements. Under IFRS an entity is required to assess its functional currency independently for each
entity within a consolidated group. The Company has completed its assessment and has determined that there is no change to the
functional currency of its entities.

Componentization of mineral property, plant and equipment

IFRS requires entities to componentize all long lived assets and record amortization on a component-by-component basis
whereas under Canadian GAAP the concept of componentization may not be applied on as rigorous a basis as under IFRS
therefore differences in practice may arise. The Company has completed its assessment on all long-lived assets in order to
determine if a material difference exists between the application of componentization under Canadian GAAP and that to be
applied under IFRS. The Company has determined that there is no material impact.

Asset impairment

Both Canadian GAAP and IFRS require an entity to undertake quantitative impairment testing where there is an indication of
impairment. Further there is a requirement under IFRS for the Company to assess whether indicators of impairment exist at the
date of transition to IFRS.

Unlike Canadian GAAP, IFRS requires impairment charges to be reversed if circumstances leading to the impairment no longer
exist. The Company has no historic impairment charges which could be reversed as of the transition date.

As at the transition date, there were no indications of impairment under IFRS identified by management, therefore no formal
quantitative impairment was undertaken.

Adjustments on transition to IFRS:

(a) Share-based payment transactions
On transition to IFRS the Company has elected to change its accounting policy for the treatment of amounts recorded
in contributed surplus which relate to vested stock options which expire unexercised. Under IFRS amounts recorded for

expired unexercised vested stock options will be transferred to deficit on the date of expiry. Previously the Company’s
Canadian GAAP policy was to leave such amounts in contributed surplus.

Impact on Consolidated Statements of Financial Position
(expressed in US$000s )

December 31  September 30 January 1

2010 2010 2010
Contributed surplus $ (5,724) $ (5,724) $ (5,577)
Adjustment to deficit $ 5724 $ 5724 $ 5,577

A further difference is that IFRS 2 requires that forfeiture estimates are recognized in the period they are estimated and
are revised for actual forfeitures in subsequent periods, whereas under the Company’s Canadian GAAP policy
forfeitures of awards have been recognized as they occur. On application of the IFRS 1 exemption noted previously,
this change in accounting was applied only to unvested awards as of the transition date.
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Impact on Consolidated Statements of Financial Position
(expressed in US$000s )

December 31 September 30 January 1
2010 2010 2010
Contributed surplus $ (118) $ (138) $ (52)
Adjustment to deficit $ 118  $ 138 $ 52

Impact on Consolidated Statements of Operations and Comprehensive Income
(expressed in US$000s )

Year ended Nine months ended Three months ended
December 31 September 30 September 30
2010 2010 2010
Stock-based compensation $ (66) $ 86) $ -
Adjustment to comprehensive loss $ (66) $ (86) $ -

(b) Provision for reclamation and rehabilitation

The primary differences between IFRS and Canadian GAAP for reclamation and rehabilitation provisions include the
basis of estimation for undiscounted cash flows, the discount rate, frequency of liability re-measurement and the
recognition of a liability when a constructive obligation exists. Canadian GAAP requires a liability to be recognized
when there is a legal obligation whereas IFRS expands the recognition principle by requiring that a liability be recorded
if there is a legal or constructive obligation.

Canadian GAAP requires the estimate of undiscounted cash flows to be based on the amount that a third party would
demand to assume the obligation, whereas IFRS focuses on management’s best estimate of the expenditures required to
settle the obligation. Under Canadian GAAP the discount rate used to determine the present value of the liability is the
credit-adjusted risk free rate for the entity whereas IFRS requires the use of a discount rate that reflects the risks
specific to the liability. Under Canadian GAAP the Company’s provision for reclamation and rehabilitation is re-
measured when there is a change in the amount or timing of cash flows required to settle the obligation whereas IFRS
requires the re-measurement at each reporting date.

On consideration of the differences noted in the above paragraph, an adjustment is required to reflect the impact of
applying a discount rate specific to the liability. The adjustment to the provision for the change in discount rate was
recorded against mineral property, plant and equipment in accordance with the IFRS 1 exemption described above.

Impact on Consolidated Statements of Financial Positon
(expressed in US$000s )

December 31 September 30 January 1

2010 2010 2010
Property, plant and equip ment $ 275 % 198 $ 278
Provision for reclamation and rehabilitation 282 203 278
Adjustment to deficit $ 7)) $ (B) $ -

Impact on Consolidated Statements of Comprehensive Income
(expressed in US$000s )

Year ended Nine months ended Three months ended
December 31 September 30 September 30
2010 2010 2010
Depreciation and depletion $ 7% 5 % 1
Adjustment to comprehensive loss $ 7 % 5 % 1
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(c) Cumulative translation differences

At the date of transition under Canadian GAAP there was a cumulative translation adjustment relating to the
Company’s change in functional currency in 2007. The Company has chosen to apply the related IFRS 1 election and
has eliminated the cumulative translation difference.

Impact on Consolidated Statements of Financial Position
(expressed in US$000s )

December 31  September 30 January 1
2010 2010 2010
Accumulated comprehensive income $ (212) $ (212) $ (212)
Adjustment to deficit $ 212 $ 212 $ 212

(d) Warrant Derivative Liability

Under IFRS, the warrants issued by the Company with an exercise price denominated in a currency other than its
functional currency must be classified as liabilities (as they do not meet the definition of an equity instrument) and are
recognized at fair value with changes in fair value being recognized as a profit or loss. There is no such requirement
under Canadian GAAP as warrants issued by the Company meet the definition of an equity instrument. The
Company’s outstanding warrants are denominated in Canadian dollars and the functional currency is the US dollar
therefore the Company will recognize the warrants as a liability with changes to the fair value of the liability being
recognized in net earnings.

The Company’s publicly traded warrants were valued based on the quoted market value of these warrants as of
December 31, 2009 and 2010 and September 30, 2010 and are classified in Level 1 of the fair value hierarchy. The
non-publicly traded warrants have been valued using Black-Scholes valuation model and are classified in Level 2 of the
fair value hierarchy.

Impact on Consolidated Statements of Financial Position
(expressed in US$000s)

December 31  September 30 January 1

2010 2010 2010
Warrant derivative liability $ 29,348 $ 16,820 $ 7,823
Common shares (1,594) (10,278) (3,719)
Adjustment to deficit $ 27,754 $ 6,542 $ 4,104

Impact on Consolidated Statements of Comprehensive Income
(expressed in US$000s)

Year ended  Nine months ended Three months ended

December 31 September 30 September 30
2010 2010 2010
Mark to market gain (loss) on derivative liability $ (23,650) $ (2,438) $ (3,421)
Adjustment to comprehensive loss $ (23,650) $ (2,438) $ (3,421)

(e) Income Tax

There are a number of differences between Canadian GAAP and IFRS related to income taxes with the two that are
most significant to the Company being the calculation of temporary differences on non-monetary items and the initial
recognition exemption (the “IRE”) on an asset acquisition.

Initial recognition exemption

Under Canadian GAAP deferred tax liabilities (“DTL") arising from temporary differences at the date an asset is
acquired are recognized using a circular calculation with the other side recognized against the asset. Under IFRS, in
the circumstances described above, deferred tax is prohibited from being recognized. Under Canadian GAAP deferred
tax was recognized using the above methodology for the Minera Santa Cruz y Garibaldi S.A. de C.V. and Metalurgica
Guanacevi S.A. de C.V. asset acquisitions.
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Calculation of temporary difference on non-monetary items

Under Canadian GAAP, deferred tax balances are calculated in the currency in which the taxes are paid and then
converted to the accounting presentation currency at the current exchange rate whereas IFRS requires that deferred
taxes be determined in an entity’s functional accounting currency by comparing the historic non monetary accounting
basis to the tax basis converted at the current exchange rate. Adjustments arise from this different treatment when an
entity’s functional currency differs from that in which the entity calculates and pays tax. The Company’s adjustments
for this difference primarily relate to the Mexican subsidiaries which have significant mineral property, plant and
equipment balances recorded.

Impact on Consolidated Statements of Financial Position
(expressed in US$000s)

December 31  September 30 January 1

2010 2010 2010
Inventory $ 88) $ (73) $ (68)
Property, plant and equipment (1,513) (1,599) (1,855)
Future income tax liability 834 2 (158)
Adjustment to deficit $ (767) $ (1,674) $ (1,765)

Impact on Consolidated Statements of Operations and Comprehensive Income
(expressed in US$000s)

Year ended Nine months ended T hree months ended
December 31 September 30 September 30
2010 2010 2010
Depreciation and depletion $ (322) $ (252) $ (68)
Foreign exchange gain (loss) 89 72 47
Deferred income tax expense (587) 233 79
Adjustment to comprehensive loss $ (998) $ 91) $ (36)

(f) Convertible Debentures

Under Canadian GAAP, the asset, liability and equity components of the Company’s convertible debentures are
separately determined and classified on the consolidated statements of financial position. The asset portion represents
the value of the Company’s redemption option. The liability component represents the amortized cost of the host debt
contract, while the equity component reflects the residual value at inception after determination of the fair value of the
host debt contract and redemption option at inception. Transaction costs were allocated proportionately to the host debt
and equity components at the inception date.

Under IFRS, due to the conversion option’s exercise price being denominated in a currency other than the Company’s
functional currency, the holders’ conversion feature is also considered an embedded derivative. As such all components
of the convertible debentures are presented on the consolidated statements of financial position as financial liabilities.
Under IFRS the conversion and redemption features were separated from the host contract and accounted for as a net
derivative instrument.

Impact on Consolidated Statements of Financial Position
(expressed in US$000s)

December 31 September 30  January 1

2010 2010 2010
Redemption option on convertible debentutre $ - $ - $ (2,693)
Liability portion of convertible debentures - - (4,483)
Convervitble debenture derivative liability - - 21,926
Common shares 24,160 24,160 959
Equity portion of convertible debenture - - (2,164)
Adjustment to deficit $ 24,160 $ 24,160 $ 18,931
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Impact on Consolidated Statements of Comprehensive Income
(expressed in US$000s)

Year ended Nine months endet Three months ended

December 31 September 30 September 30
2010 2010 2010
Mark to market gain (loss) on derivative liability —$ 1538 $ 1538 $ (1,325)
Mark to market gain on redemption call option (703) (703) (413)
Foreign exchange gain (loss) - - (107)
Finance Costs 6,063 6,063 4,469

(9) Presentation Adjustments

Stock-based compensation

In the Company’s statement of operations prepared in accordance with Canadian GAAP the stock-based compensation
was disclosed as a separate line item whereas under IFRS the Company has allocated this amount based on the
underlying function which results in a reallocation of the costs.

Impact on Consolidated Statements of Comprehensive Income
(expressed in US$000s)

Year ended Nine months endec Three months ended

December 31 September 30 September 30
2010 2010 2010
Stock-based compensation $ (4,613) $ (3,611) $ (1,353)
Production cost 694 493 173
Exp loration cost 436 346 128
General and administrative 3,483 2,772 1,052
Adjustment to comprehensive loss $ - $ - $ -

Finance Costs

In the Company’s statement of operations prepared in accordance with Canadian GAAP the accretion of convertible
debentures, interest expense and accretion on asset retirement obligations were presented as; accretion of convertible
debentures, and within general and administration and depletion & depreciation, respectively. Under IFRS the
Company has presented these amounts within Finance costs.

Impact on Consolidated Statements of Comprehensive Income
(expressed in US$000s)

Year ended Nine months ended Three months ended

December 31 September 30 September 30
2010 2010 2010
Accretion of convertible debenture $ (1,088) $ (1,088) $ (248)
General and administrative $ (39 $ 31) $ 9)
Depletion and depreciation $ 43) $ (32) 3 (10)
Finance costs 1,170 1,151 267
Adjustment to comprehensive loss $ - $ - $ -

34



ENDEAVOUR SILVER CORP.

Management’s Discussion and Analysis

For the Nine Months Ended September 30, 2011

(Expressed in US dollars unless otherwise noted) Date of Preparation: November 1, 2011

Corporate and exploration depreciation
In the Company’s statement of comprehensive income prepared in accordance with Canadian GAAP the depreciation

on corporate and exploration assets was included with depreciation and depletion whereas under IFRS the Company
has allocated these amount based on the underlying function which results in a reallocation of the costs to general and
administrative and exploration.

Impact on Consolidated Statements of Comprehensive Income
(expressed in US$000s)

Year ended Nine months ended Three months ended
December 31 September 30, September 30,
2010 2010 2010
Depreciation and depletion $ (176) $ (130) $ 47)
General and administrative 69 51 18
Exp loration 107 79 29
Adjustment to comprehensive loss $ - $ - $ -
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