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GobiMin Inc.

Condensed Interim Statement of Financial Positionynaudited)

March 31, 2011
(Expressed in United States Dollars)

March 31, December 31, January 1,
2011 2010 2010
$ $ $
ASSETS
Current
Cash and cash equivalents, and time deposit (Note 6 25,017,46 37,442,778 77,851,902
Silver bullion (Note 7) - 9,549,403 -
Prepayments, deposits and other receivables (Note 8 19,06524¢ 19,206,004 6,827,929
Amount due from an investee company (Note 9) 23,926,58 3,631,270 39,200
Amount due from a related party (Note 14 (d)) 15,17374¢ 15,173,745 -
Total current assets 83,18303¢ 85,003,200 84,719,031
Non-current
Property, plant and equipment (Note 5) 5,78932: 5,860,376 627,670
Equity investments (Note 10) 7,556961 7,617,133 2,903,460
Available-for-sale financial assets (Note 11) 222.8% 223,174 -
Other financial assets (Note 12) 16,550,94 16,548,801 -
Amount due from an investee company (Note 9) 1,981,69 1,981,691 -
Amount due from related parties (Note 14) 1,911,72: 1,893,564 1,572,148
Total non-current assets 34,013464 34,124,739 5,103,278
Total assets 117,19650z 119,127,939 89,822,309
LIABILITIES
Current
Other payables and accrued liabilities (Note 13) 27,777952 28,229,706 964,150
Deferred gain on disposal of equity investmentstéN3) 5,682,68¢ 5,682,689 -
Total current liabilities 33,460641 33,912,395 964,150
Total liabilities 33,460641 33,912,395 964,150
Commitments (Note 19)
SHAREHOLDERS’ EQUITY
Share capital (Note 17(a)) 28,102,41 28,874,192 29,267,506
Contributed surplus (Notel7(c)) 3,800,401 3,744,717 5,857,898
Reserves (Note 18) 7,66¢ 7,666 7,666
Retained earnings 47,98716¢ 48,751,294 52,462,914
Accumulated other comprehensive income (Note 21) 1,562102 1,561,563 -
Equity attributable to shareholders of the Company 81,45974¢ 82,939,432 87,595,984
Non-controlling interests (Note 15) 2,276,11. 2,276,112 1,262,175
Total shareholders’ equity 83,73%61 85,215,544 88,858,159
Total liabilities and shareholders’ equity 117,190z 119,127,939 89,822,309

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

Signed on behalf of the Board of Directors of the @mpany on June 22, 2011 by:

(Signed)
Felipe Tan
Director

(Signed)

Hubert Marleau

Director



GobiMin Inc.

Condensed Interim Statement of Comprehensive LostJfaudited)

For the three months ended March 31, 2011
(Expressed in United States Dollars)

March 31, 2011

March 31, 2010

$ $

Revenue - -
Cost of sales - -
Depreciation - -
Selling and distribution cost - -
Gross profit - -
Other revenue and gains (Note 16) 144,485 63,879
General and administrative expenses (782,180) (746,541)
Stock based compensation (Note 17(c)) (56,236) (45,597)
Impairment loss in available-for-sale financialetsgNote 11) (309) -
Equity (loss) / gain in investment (Note 10) (60,172) 20,951
Operating loss (754,412) (707,308)
Exchange loss (9,717) (514,208)
Losses before tax and non-controlling interests (46129) (1,221,516)
Income tax - -
Losses before non-controlling interests (764,129) (1,221,516)
Non-controlling interests (Note 15) - -
Net losses for the period (764,129) (1,221,516)
Other comprehensive income, net of tax
Foreign currency translation differences 539 461,508
Comprehensive loss for the period (763,590) (760,008)
Net losses per shar@Note 17(f))

Basic (0.012) (0.018)

Diluted (0.012) (0.018)
Weighted average number of shares outstandin@Note 17(f)) Share Share

Basic 65,602,948 68,274,524

Diluted 65,602,948 68,668,244

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



GobiMin Inc.

Condensed Interim Statement of Changes in Equity (bhudited)

For the three months ended March 31, 2011
(Expressed in United States Dollars)

Accumulated

Other Non-
Share Contributed Retained Comprehensive Controlling Total
Capital Surplus Reserve Earnings Income Interests Equity
$ $ $ $ $ $ $
Balance as at 29,267,506 5,857,898 7,666 52,462,914 - 1,262,175 88,858,159
January 1, 2010
Net losses for the - - - (1,221,516) - - (1,221,516)
period
Share buy-back 29,741 - - - - - 29,741
Options exercised - (8,537) - - - - (8,537)
Options cancelled - (21,001) - 21,001 - - -
Stock based - 45,597 - - - - 45,597
compensation
Other comprehensive - - - - 461,508 - 461,508
income (Note 21)
Balance as at 29,297,247 5,873,957 7,666 51,262,399 461,508 1,262,175 88,164,952
March 31, 2010
Balance as at 28,874,192 3,744,717 7,666 48,751,294 1,561,563 2,276,112 85,215,544
January 1, 2011
Net losses for the - - - (764,129) - - (764,129)
period
Share buy-back (771,776) - - - - - (771,776)
(Note 17(a))
Options cancelled - (553) - - - - (553)
(Note 17(c))
Stock based - 56,236 - - - - 56,236
compensation
(Note 17(c))
Other comprehensive - - - - 539 - 539
income (Note 21)
Balance as at 28,102,416 3,800,400 7,666 47,987,165 1,562,102 2,276,112 83,735,861

March 31, 2011

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



GobiMin Inc.

Condensed Interim Statement of Cash Flows (Unaudit)
For the three months ended March 31, 2011
(Expressed in United States Dollars)

March 31, 2011

March 31, 2010

$ $
Cash flows used in operating activities
Net losses for the period (764,129) (1,221,516)
Adjustments for items not involving cash:
- Depreciation - -
- Amortization in general and administrative exges 90,737 56,309
- Stock based compensation 56,236 45,597
- Exchange loss 9,717 514,208
- Pre-operation deferred asset expensed 193,785 38,590
- Impairment loss in available-for-sale financiatats (Note 11) 309 -
- Equity loss / (gain) in investment (Note 10) 60,172 (20,951)
(353,173) (587,763)
Change in non-cash working capital items:
- Prepayments, deposits and other receivables (62,744) 222,846
- Amount due from related parties (18,159) -
- Other payables and accrued liabilities (451,754) (48,234)
- Amount due to an investee company - 29,586
Net cash used in operating activities (885,830) (383,565)
Cash flows used in financing activities
Options cancelled (553) (8,537)
Share buy-back (Note 17(d)) (771,776) -
Loan to an investee company - (1,914,294)
Loan to a related party - (14,660,333)
Net cash used in financing activities (772,329) (16,583,164)
Cash flows used in investing activities
Purchase of property, plant and equipment (19,684) (1,048,086)
Dividend received - 39,200
Proceeds from redemption of silver bullion 9,549,402 -
Amount due from an investee company (20,295,315) -
Acquisition of equity investment - (6,881,214)
Net cash used in investing activities (10,765,597) (7,890,100)
Decrease in cash and cash equivalents (12,423,756) (24,856,829)
Effect of foreign exchange rate changes on cash ,360) (53,207)
Cash and cash equivalents at beginning of period 342,778 72,851,902
Cash and cash equivalents at end of period 25,0182 47,941,866
Supplementary cash flow information
Interest received 84,977 53,962

Realized forward contract loss

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



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

1.

CORPORATE INFORMATION

GobiMin Inc. (the “Company” or “GobiMin”) is a linbéd liability company incorporated in Canada
under the Canada Business Corporations Act. lisied on the TSX Venture Exchange, having the

symbol GMN-V, as a Tier 2 mining issuer. Its régisd office is situated at Suite 1250, 120 Adeaid
Street West, Toronto, Ontario M5H 1T1, Canada.

The Company together with its subsidiaries (calety referred to herein as the “Group”) is engaged
in the development, exploration and exploitationmaheral properties, mainly in the Xinjiang Uygur
Autonomous Region (“Xinjiang”) of the People’s Répa of China (“China”).

BASIS OF PRESENTATION
(a) Statement of compliance:

These financial statements have been preparecordance with all applicable International Finahcia
Reporting Standards (“IFRS”) as issued by the frggonal Accounting Standards Board. These are the
Company’s first IFRS condensed financial statemdotswhich IFRS 1 First-time Adoption of
International Financial Reporting Standards has lagplied.

The impacts of the transition from Canadian Gehemtcepted Accounting Principles (“Canadian
GAAP") to IFRS on the financial position, financigérformance and cash flows of the Company and
its subsidiaries are explained in note 26. It aovides reconciliations of equity and total
comprehensive income for the corresponding compargieriods and at the date of transition under
Canadian GAAP and IFRS.

These condensed interim financial statements sHmeilckad in conjunction with the Company’s 2010
audited financial statements.

(b) Basis of measurement:

The condensed interim financial statements hava pegpared on the historical cost basis, except for
the revaluation of certain financial assets.

(c) Functional and presentation currency:

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

(d) Principles of consolidation:

The condensed interim financial statements incltitee accounts of the Company and all of its
subsidiaries, as well as its investments in astexiand its share of the earnings of associates
accounted for by the equity method. All significamiercompany transactions and balances have been
eliminated.

(e) Use of estimates and judgments:

The preparation of the condensed interim finanstatements in conformity with IFRS requires the
Company’s management to make judgments, estimatdsaasumptions that affect the amounts

reported in these condensed financial statemerdsnates. Actual results could differ from those
estimates.



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

Estimates and underlying assumptions are reviewe@ro ongoing basis. Revisions to accounting
estimates are recognized in the period in whiche$imates are revised and in any future periods
affected.

Significant areas requiring management to makemes#is include valuation of available-for-sale

financial assets, other financial assets, rehabdi provision and stock based compensation expens
and the determination of estimated useful liveproperty, plant and equipment and mine development
assets.

3. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Consolidation:

(b)

(i) Subsidiaries:

Subsidiaries are entities controlled by the Compadyntrol exists when the Company has the
power to govern the financial and operating potiad an entity so as to obtain benefits from its
activities. In assessing control, potential votiights currently exercisable are taken into account
The financial statements of subsidiaries are ireduith the condensed interim financial statements
from the date that control commences until the traecontrol ceases.

(i) Associated companies:

Associates are those entities in which the Compeasysignificant influence, but not control, over

the financial and operating policies. Significanfiuence is presumed to exist when the Company
holds between 20 and 50 percent of the voting paernother entity, but can also arise if the

Company holds less than 20 percent of an entithef Company has the power to be actively
involved and influential in policy decisions affixj the entity.

Investments in associates are accounted for ubmgdquity method and are recognized initially at

cost. Investment of the Group includes goodwillniifeed on acquisition, net of any accumulated

impairment losses. The condensed interim finarstetements include the share of the income and
expenses and equity movements of equity accoumteestees from the date that significant

influence or joint control commences until the dhtat it ceases.

Foreign currency translation:
Foreign currency accounts are translated into 0lfard as follows:

At the transaction date, each asset, liabilityeneie and expense denominated in a foreign currency
is translated into U.S dollars by the use of therage exchange rates of the year.

At the year-end date, unsettled monetary assetdialitities are translated into U.S dollars by
using the exchange rate in effect at the year-aatd dnd the related translation differences are
recognized in net income.

Exchange gains and losses arising on the retraorslaf monetary available-for-sale financial
assets are treated as a separate component dfahgecin fair value and recognized in net income.
Exchange gains and losses on non-monetary avaflabtale financial assets form part of the
overall gain or loss recognized in respect of fimancial instrument.



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

(c)

Non-monetary assets and liabilities that are measat historical cost are translated into U.S
dollars by using the exchange rate in effect at dage of the initial transaction and are not
subsequently restated.

Non-monetary assets and liabilities that are megsat fair value or a revalued amount are
translated into U.S dollars by using the excharmge in effect at the date the value is determined
and the related translation differences are rezeghin net income or other comprehensive loss
consistent with where the gain or loss on the Ugiigy non-monetary asset and liability has been
recognized.

Cash and cash equivalents:

Cash and cash equivalents consists of cash, derdapdsits and highly-liquid short term
investments with an initial term of 90 days or less

(d) Property, plant and equipment:

(i) Pre-exploration Costs:
Pre-exploration costs are expensed in the peni@chich they are incurred.
(i) Mineral property acquisition and mine development osts:

The Company may hold interests in mineral propéntywarious forms, including prospecting
licenses, exploration and exploitation concessionigeral leases and surface rights. The Company
capitalizes payments made in the process of aoguiegal title to these properties.

Property acquisition and mine development costgegerded at cost. Pre-production expenditures
are capitalized until the commencement of prodactMine development costs incurred to expand
operating capacity, develop new ore bodies or @gveline areas in advance of current production
are capitalized as mineral assets. Mine developmests related to current period production are
charged to operations as incurred. Interest onnéimg attributable to mine development is

capitalized to mineral assets while constructiod davelopment activities at the property are in
progress. When the property is placed into prodactihose capitalized costs are included in the
calculation of the amortization of mineral asséfsneral assets are amortized on a straight-line
basis over the shorter of the estimated usefublifine asset or the life of the mine.

(iif) Exploration expenditures:

Exploration expenditures on non-producing propsytiecluding drilling and related costs,
identified as having development potential, as evagd by a positive economic analysis of the
project, are treated as mineral assets and capiialExpenditures incurred on deposits contiguous
with a known deposit which has undergone a posiigenomic analysis are treated as mineral
assets and capitalized. Exploration expenditurespimperties prior to the establishment of a
positive economic analysis are expensed in theogpari which they are incurred. Drilling costs
incurred during the production phase for operaliom& control are charged to operations as
incurred.



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

(e)

(iv) Other Property, plant and equipment:

Other property, plant and equipment is stated &t dess accumulated amortization and
accumulated impairment losses. Cost includes gerditures that are directly attributable to the
acquisition of the asset. Borrowing costs on guialg assets are capitalized until the asset is
capable of carrying out its intended use. Otheperty, plant and equipment is amortized on a
straight-line basis over the estimated useful diféhe asset with an estimated residual value of O-
5%. The annual depreciation or amortization ratesas follows:

Leasehold land & buildings: 4.75%

Leasehold improvement: 19% - 33.3%

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

(v) Subsequent costs:

The cost of replacing part of an item within mineesset, property, plant and equipment is
recognized when the cost is incurred and it is abbdthat the future economic benefits will flow to
the Company, and the costs can be measured relifidycarrying amount of the part that has been
replaced is expensed. Routine repairs and mainterane expensed as incurred.

(vi) Impairment:

The carrying values of property, plant and equiphaea reviewed for indications of impairment at

each reporting date. An impairment loss would m®geized when the carrying amount of an asset
exceeds the estimated recoverable amount of tretsasg he amount of the impairment loss is

calculated by the excess of the assets carryingevater its recoverable amount.

(vii) Reversal of impairment:

An impairment loss is reversed if there is indioatthat there has been a change in the estimates
used to determine the recoverable amount. An impait loss is reversed only to the extent that the
asset’s carrying amount does not exceed the cgreyimount that would have been determined, net
of amortization, if no impairment loss had beerogggzed.

Income taxes:

Income tax expense comprises current and defenmie tax. Income tax expense is recognized
in income or loss except to the extent that ittesdao items recognized directly in shareholders’
equity.

Current income tax is the expected tax payableherntaxable income for the year, using tax rates
enacted or substantively enacted at the reporttg, @nd any adjustment to income tax payable in
respect of previous years.

Deferred income tax is recognized using the ligbithethod, providing for temporary differences
between the carrying amounts of assets and ligsilitor financial reporting purposes and the
amounts used for taxation purposes. Deferred indames not recognized on the initial recognition
of assets or liabilities in a transaction that @& a business combination, and at the time of the



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

(f)

transaction, affects neither accounting incometaxable income. Deferred income tax is measured
at the tax rates that are expected to be applieehtporary differences when they reverse, based on
the laws that have been enacted or substantivelgtet by the reporting date.

A deferred income tax asset is recognized to thenexhat it is probable that future taxable peofit
will be available against which the temporary diéfiece can be utilized. Deferred income tax assets
are reviewed at each reporting date and are redcdte extent that it is no longer probable that
the related tax benefit will be realized.

Employee benefits:
(i) Defined contribution plans:

A defined contribution plan is a pension plan ungkich the Company pays contributions into a
separate entity. Contributions to defined contrdutplans, including the employee pension
schemes established in Canada, Hong Kong and te &R expensed as incurred. Contributions
are reduced by contributions forfeited by those leyges who leave the schemes prior to vesting
fully in the contributions, where applicable.

(i) Stock based compensation expense:

The Company applies a fair value method of accagrit all stock based compensation granted to
employees. The estimated fair value of the stodkong granted is determined using the Black-
Scholes option pricing model, and is amortizechtmme on a straight-line basis over the period in
which the related services are rendered, whiclsiglly the vesting period, or as applicable, over
the period to the date an employee is eligibleetive, whichever is shorter.

(g) Revenue recognition:

(h)

(i)

Interest income from financial assets is accruedaoiime basis, by reference to the principal
outstanding and at the effective interest rateiepple, which is the rate that discounts estimated
future cash receipts through the expected lifehef financial asset to that asset’s net carrying
amount.

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

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

Earnings per share:

The calculation of earnings per share is basedhenveighted average number of shares issued and
outstanding. Diluted earnings per share are cdkuilaising the treasury stock method which
includes the effect of the exercise of dilutivenedats.

Rehabilitation Provision:

The Company is subject to various government lamg @egulations relating to environmental
disturbances caused by exploration and evaluatobivitees. The Company records the present
value of the estimated costs of legal and constrictbligations required to restore the exploration

sites in the period in which the obligation is imed. The nature of the rehabilitation activities
includes restoration, reclamation and re-vegetaiidhe affected exploration sites.



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

()

The rehabilitation provision generally arises whbee environmental disturbance is subject to
government laws and regulations. When the liabilgyrecognized, the present value of the
estimated costs is capitalized by increasing theyicggy amount of the related mining assets. Over
time, the discounted liability is increased for ttfenges in present value based on current market
discount rates and liability specific risks.

All the mine sites of the Group are in desert aneldorthern China and management believes that
the liability after the mine site retirement is imterial. The amount of the liability will be subjec

to re-measurement at each reporting period. Itossiple that the Company’s estimates of its
ultimate mine site rehabilitation liabilities coutthange as a result of changes in regulations, the
extent of environmental remediation required, theans of reclamation or the cost estimates.
Changes in estimates are accounted for prospectigeh the period the estimate is revised.

The Company has not recorded a liability for ifsatalitation provision.
Financial instruments:

Financial assets and financial liabilities, inclugliderivatives, are recognized when the Company
becomes a party to the contractual provisions effithancial instrument. All financial instruments
are measured at fair value on initial recognitivteasurement in subsequent periods depends on
whether the financial instrument has been classdie held-for-trading, available-for-sale, held-to-
maturity, loans and receivables, or other finanasaets and liabilities.

Financial assets and financial liabilities heldHi@ding are measured at fair value with changes in
those fair values recognized in earnings. Loansrandivables, and other financial liabilities are
measured at amortized cost and are amortized tisegffective interest method. Available-for-
sale financial assets, designated based on tlezigrihat management does not hold these for the
purposes of trading, are presented as investmamis n@easured at cost less any identified
impairment loss as they are unlisted investmentsthe fair value of which cannot be reliably
measured.

The Company has made the following classifications:

e Cash and cash equivalents, time deposits and ddrigebonds are classified as “assets held-
for-trading” and are measured at fair value.

e The 8% indirect unlisted equity intereist the Yanxi Copper Propertig classified as
“available-for-sale” and is measured at cost legzairment, if any.

e The listed debentures are classified as “held-atunity” and are measured at amortized cost.

e Prepayments, deposits and other receivables, @nuuen from related parties and investee
company, loan to a related party are classifietlcans and receivables” and are recorded at
amortized cost, which upon their initial measuretrisrequal to their fair value. Subsequent
measurements are recorded at amortized cost Usrgffective interest method.

e Other payables and accrued liabilities are cleeskibs “other financial liabilities” and are
initially measured at their fair value. Subsequastasurements are recorded at amortized cost
using the effective interest method.

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

-10-



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

(k) Silver bullion:

()

Silver bullion is classified as other asset and/d@isie as at December 31, 2010 is stated at theefut
committed price.

Provisions and contingent liabilities:

Provisions are recognised for other liabilitiesuatertain timing or amount when the Company has
a legal or constructive obligation arising as ailtesf a past event, it is probable that an outflmw
economic benefits will be required to settle thdigaltion and a reliable estimate can be made.
Where the time value of money is material, provisiare stated at the present value of the
expenditure expected to settle the obligation.

Where it is not probable that an outflow of econoimenefits will be required, or the amount cannot
be estimated reliably, the obligation is disclossda contingent liability, unless the probabilify o
outflow of economic benefits is remote. Possibldigalions, whose existence will only be
confirmed by the occurrence or non-occurrence ef @anmore future events, are also disclosed as
contingent liabilities unless the probability oftthow of economic benefits is remote.

(m) Dividends:

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

(n) Leasing:

Leases are classified as finance leases wheneveertims of the lease transfer substantially all the
risks and rewards of ownership to the lessee. thitoleases are classified as operating leases.

The Company as lessor

Rental income from operating leases is recognizedh straight-line basis over the term of the
relevant lease.

The Company as lessee

Assets held under finance leasesare recognized as assets of the Company atftiiewalue at the
inception of the lease or, if lower, at the preseafue of the minimum lease payments. The
corresponding liability to the lessor is recognizsda finance lease obligation. Lease payments are
apportioned between finance charges and reductiotineo lease obligation so as to achieve a
constant rate of interest on the remaining balasfcthe liability. Finance charges are expensed
directly.

Rentals payable under operating leasesare expensed on a straight-line basis over the ¢éthe
relevant lease. Benefits received and receivabknascentive to enter into an operating lease are
recognized as a reduction of rental expense oedettse term on a straight-line basis.

(o) Related Parties:

For the purposes of these financial statementarts s considered to be related to the Company if:

-11-



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

(i) the party has the ability, directly or indirectlrough one or more intermediaries, to control
the Company or exercise significant influence other Company in making financial and
operating policy decisions, or has joint controtothe Company;

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

(i) the party is an associate of the Company or a yanture in which the Company is a venturer;

(iv) the party is a member of key management persoffitieecCompany or the Company’s parent,
or a close family member of such an individualjsoan entity under the control, joint control
or significant influence of such individuals;

(v) the party is a close family member of a party meféito in (i) or is an entity under the control,
joint control or significant influence of such indiuals.

Close family members of an individual are thoseilamembers who may be expected to influence,
or be influenced by, that individual in their deas with the entity.

A transaction is considered to be a related paatysiction when there is a transfer of resources or
obligations between related parties.

4. FUTURE CHANGES IN SIGNIFICANT ACCOUNTING POLICIES

At the date of authorization of these condensednfiial statements, the following standards and
interpretations were issued but not yet effective.

Conceptual Framework for Financial Reporting Issued Effective Date

IFRS 1 - First-time Adoption of International FinanciaDecember 2010 Annual periods
Reporting Standards - Amendments regarding “Severe beginning on or
Hyperinflation and Removal of Fixed Dates for Fiigte after July 1, 2011
Adopters” to provide guidance for entities emergiingm

severe hyperinflation and to provide relief forstitime

adopters of IFRSs from having to reconstruct tretsias that

occurred before their date of transition to IFRSs.

IFRS 7 - Financial Instruments: Disclosures - Amendmeats tOctober 2010  Annual periods
enhance the disclosure requirements for transfefisancial beginning on or
assets that result in derecognition. after July 1, 2011

IFRS 9 - Financial Instruments: Amendments to provide€ctober 2010  Annual periods

guidance on the classification and reclassificagbfinancial beginning on or
liabilities, their measurement and the presentatibrgains after January 1,
and losses on financial liabilities designated ait fsalue 2013

through profit and loss.

IAS 12 - Income Taxes - Amendments regarding Deferr&@kcember 2010 Annual periods

Tax: Recovery of Underlying Assets to provide acpcal beginning on or

approach for measuring deferred tax liabilities alederred after July 1, 2012
tax assets when investment property is measuredy ube

fair value model.

-12-



GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

5. PROPERTY, PLANT AND EQUIPMENT

Leaseholt Furniture, Computel
land & Leaseholt Mineral fixture & hardware & Motor
building improvements assets equipment equipment vehicles Total
Cost: $ $ $ $ $ $ $
Balance at January 1, 2010 - 128,85 - 34,29: 20,47. 830,94t 1,014,56¢
Exchange differences - 66 - 86 580 22,726 23,458
Additions 2,967,993 14,501 2,176,257 313,777 27,174 - 5,499,702
Disposals - (6,748) - (12,375) (4,897) (43,025) (67,045)
Balance at December 31, 2010 2,967,993 136,672 2,176,257 335,782 43,331 810,646 6,470,648
Additions - - - 19,684 - - 19,684
Balance at March 31, 2011 2,967,99 136,67. 2,176,28 355,466 43,33 810,616 6,490,36
Depreciation and impairment
losses: $ $ $ $ $ $ $
Balance at January 1, 2010 - (70,418) - (20,188) (3,145) (293,145) (386,896)
Exchange differences - 106 - 71 (65) (6,378) (6,266)
Depreciation for the year (70,484) (41,023) - (27,342 (8,718) (127,227) (274,794)
Disposals - 6,820 - 7,509 2,448 40,874 57,651
Balance at December 31, 2010  (70,484) (104,515) - (39,950) (9,480) (385,876) (610,305)
Depreciation for the period (35,242) (10,280) - (12,375) (2,056) (30,784) (90,737)
Balance at March 31, 2011 (105,726)  (114,795) - (562,325) (11,536) (416,660) (701,042)
Carrying amounts:
At January 1, 2010 - 58,435 - 14,106 17,32  537,80( 627,67(
At December 31, 2010 2,897,509 32,157 2,176,257 295,832 33,851 424,770 5,860,376
At March 31, 2011 2,862,267 21,877 2,176,257 303,141 31,795 393,986 5,789,323
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GobiMin Inc.

Notes to Condensed Interim Financial Statements
For the three months ended March 31, 2011
(Expressed in United States Dollars)

6. CASH AND CASH EQUIVALENTS AND TIME DEPOSIT

As at March 31, 2011:

Denominated

Location Currency Amount US$ Equivalent
Canada CAD 226,877 228,337
Hong Kong HKD 176,056,423 22,658,484
China RMB 14,041,630 2,130,641
Total 25,017,462

As at December 31, 2010:

Denominated

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

The RMB is not freely convertible into other curcées. However, under China’s Foreign Exchange
Control Regulations and Administration of SettletpeSale and Payment of Foreign Exchange
Regulations, the Company is permitted to exchang®& Ror other currencies through banks authorized
to conduct foreign exchange business.

The fair market values of cash and cash equivalgpproximate their carrying values at the respecti
reporting date.

7. SILVER BULLION

The silver bullion represents the repayment frormg@HtPrecision Material Limited (“China Precision”),
in which the Company holds a 49% equity share hgldiof loans made during the year ended
December 31, 2010 and was covered by a fixed fukolemption commitment from China Precision
for the same amount at which the silver bullion wasasferred to the Company.

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

8. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

As at March 31, 2011, other than the prepaymenéxgenses and rental deposits, the balance of
prepayments, deposits and other receivables aralynabntributed by the following deposits and
receivables.

On September 15, 2009, the Company entered intogegement to participate in the development of
the Sawayaerdun Gold Project by forming a joint tues Xinjiang Tongyuan Minerals Ltd.
(“Tongyuan”) in which GobiMin owned a 70% equityténest. As at March 31, 2011, $6,069,498
(RMB40,000,000) has been paid by Tongyuan as depmsiobtaining the exploration and mining
license of Sawayaerdun Gold Property (see note 19).
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10.

Pursuant to the share transfer agreement dated 4u8010, GobiMin disposed of a 32% equity interes
in the Yanxi Copper Property on July 22, 2010, whdtaining an 8% indirect unlisted equity inteiast
the Yanxi Copper Property. The Company shall recéine remaining balance of the consideration in
the form of convertible bonds of $11,454,311 (HK[XE®,000) upon fulfilment of the various
conditions set out in the share transfer agreeraadt the supplemental agreement thereof and the
successful granting of the mining licence for thenXi Copper Property. Such remaining convertible
bonds to be received are classified as other rabkss (see also note 13).

AMOUNT DUE FROM AN INVESTEE COMPANY

The current portion of amount due from an investmpany of $23,926,585 represents an advance to
China Precision in which the Company has an edaoigrest of 49%. Such amount is unsecured, bears
interest at the rate of 2% and without fixed repagtiterms.

The non-current portion of the amount due from mrestee company is the unsecured, non-interest
bearing shareholder loan totaling $1,981,691 (RMB&3,000) advanced to Faithful Million Limited,

in which GobiMin owns an indirect equity interedt 40%. The loan was arranged to finance the
development of the Balikun Coal Project in Xinjiang

EQUITY INVESTMENTS
Equity investments represent the Company’s eqotgrésts of

(1) 40% - 50% in each of the four joint ventures foplexation of nickel, copper, gold, lead and zinc
projects in Xinjiang, China;

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

(3) 49% in Hami Coal for the development of the BalikDoal Project in Xinjiang, China. Please
also see note 14(d) for the second installmenbosicleration of $15,173,745 (RMB100,000,000)
payable for the Balikun Coal Project.

GobiMin formerly owned a 40% indirect equity intstein Xinjiang Tongxing Minerals Ltd.
(“Tongxing”) which is engaged in exploration andsdpment of the Yanxi Copper Property. GobiMin
has completed the disposal of a 32% equity intaresite Yanxi Copper Property on July 22, 2010,
retaining an 8% indirect unlisted equity interes$lich is classified as available-for-sale financiasets
as mentioned in note 11 (see also note 13).

The Company accounts for its investments on echatsis, which is carried at cost, adjusted for the
Company’s proportionate share of the undistribi@adhings and losses of all the above joint ventures
During the three months ended March 31, 2011, thrafany recorded a $60,172 equity loss (March 31,
2010: $20,951 equity gain) in the investments whiginly resulted from the equity loss in Hami Coal
of $149,026 netted off against an equity gain iim@hPrecision of $101,045.
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11.

12.

13.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

The Company formerly owned a 40% indirect equitteliest in Tongxing which is engaged in the
exploration and development of the Yanxi CoppempErty. The Company has completed the disposal
of a 32% equity interest in the Yanxi Copper Prgpen July 22, 2010 and the remaining 8% indirect
unlisted equity interest in Tongxing is classifiesl available-for-sale financial assets. Since thety
interest in Tongxing does not have a quoted market in an active market and its fair value carbeot
reliably measured, it is measured at cost lessdentified impairment loss (see also note 13).

During the three months ended March 31, 2011, thmpgany recorded a $309 equity loss (March 31,
2010: $Nil) in the available-for-sale financial etss

OTHER FINANCIAL ASSETS

Part of these financial assets represents the dilsieebonds of $14.2 million (HKD110,000,000)
issued by China Daye Non-Ferrous Metals Mining téadi(“China Daye”) as partial payment of the
consideration for the disposal of the 32% equitgnest in the Yanxi Copper Property as mentioned in
note 13. The convertible bonds are stated at $13%92 (HKD122,156,012) as at December 31, 2010
based on their fair value as determined by an iexégnt professional valuator. The directors eséma
that there is no significant change in the faiueadbf the convertible bonds as at March 31, 2011.

The remaining balance of $0.8 million represents hield-to-maturity listed debentures held by the
Company.

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

Pursuant to the share transfer agreement dated1dul2010 and the supplemental agreement dated
December 30, 2010, GobiMin disposed of a 32% eduotsrest in the Yanxi Copper Property on July
22, 2010 while retaining an 8% indirect unlisteduigg interest. The Company received the cash
consideration of $7,722,007 (HKD60,000,000) and fire lot of convertible bonds of $14,157,014
(HKD110,000,000). The application for mining lisenof the Yanxi Copper Property is in the process.
After the mining license of the Yanxi Copper Prdpes granted, the Company shall receive the final
lot of convertible bonds. Pursuant to the said exgents, should the mining license not be granted by
August 31, 2011, the Company guarantees to reforitet buyer all the consideration received and in
return, the buyer shall transfer the interest exYlanxi Copper Property back to the Company.

The deferred gain on disposal of the 32% equitgrest in the Yanxi Copper Property of $5.7 million
represents the cash received of $7.7 million, cdible bonds received of $14.2 million, convertible
bonds receivable of $11.5 million, netted off agaithe share of assets as at June 21, 2010 of $0.9
million and those payables and accrued liabiliig$ollows:

Other Payables and Accrued Liabilities

As at March 31, 2011, the balance of other payabtesaccrued liabilities are mainly contributed by
the payable for the mining license fee, tax, staluy and related payments of $26.8 million arisimg
the disposal of the Yanxi Copper Property.
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14.

15.

16.

AMOUNT DUE FROM RELATED PARTIES

a)

b)

d)

Amount due from related parties of $401,012 (DecamBl, 2010: $401,012) pertains to
receivables from Tongxing for Chinese exploratiervies on its exploration projects.

Amount due from related parties of $1,191,152 (Dawer 31, 2010: $1,172,993) pertains to
receivables from minority shareholders of Tongyt@nChinese exploration services on its current
exploration projects.

Tongyuan has paid a deposit of $319,559 (Decemlder2810: $319,559) to its minority
shareholders for exploration services to the Saerays Gold Project.

The Company advanced an interest bearing loan (tbhean”) totaling $15,173,745
(RMB100,000,000) to a minority shareholder of thempany’s investee companies, Xinjiang
Ruide Minerals Ltd. and Balikun Yinxin Minerals lestments Ltd. (“Balikun Yinxin), pursuant to
the agreements in respect of the acquisition ofritiigect equity interest of 24.49% in the Balikun
Coal Project in Xinjiang. The Loan is securediagfaa pledge of the equity interests of a mining
company which owns a nickel-copper project in Haximjiang. Pursuant to the said agreements, a
second installment of the acquisition considerat6i$15,173,745 (RMB100,000,000) is payable
to the vendor upon receipt of an approval from df&l Development & Reform Commission
(“NDRC Approval”) to be obtained by Balikun Yinxian or before September 30, 2011. Upon
receipt of the NDRC Approval, the payment of theasel installment will be settled by offsetting
with the Loan.

The transactions with related parties are measatdtie exchange amount, which is the amount of
consideration established and agreed by the paBieept for item (d), the balances with relatedipa
are unsecured, non-interest bearing and withoatfrepayment term.

NON-CONTROLLING INTERESTS

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

OTHER REVENUE AND GAINS

The Company recognized $144,485 (Q1 2010: $63,8#%r revenue and gains in 2011, of which
$84,977 (Q1 2010: $53,962) represents interestmecand $59,508 (Q1 2010: $Nil) represents rental
income from the office building in Xinjiang.
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17. SHARE CAPITAL AND STOCK OPTIONS

(&) Common Shares

Numbe| Amount
Authorized: $
Unlimited number of common shares
Issued and outstanding:
Balance at January 1, 2010 68,257,302 29,267,506
Shares issued for options exercise 1,046,400 1,064,910
Shares bought back and cancelled (3,412,865) (1,458,224)
Balance at December 31, 2010 65,890,837 28,874,192
Shares issued for options exercise - -
Shares bought back and cancelled (925,500 (771,776)
Balance at March 31, 2011 64,965,337 28,102,416
(b) Preferred Shares
GobiMin did not issue or authorize any preferredrsh
(c) Contributed Surplus
Amount
$
Balance at January 1, 2010 5,857,898
Charge from share buy-back (62,749)
Options exercised (412,825)
Stock based compensation expense 315,902
Options cancelled (1,953,509)
Balance at December 31, 2010 3,744,717
Stock based compensation expense 56,236
Options cancelled (553)
Balance at March 31, 2011 3,800,400

(d) Normal Course Issuer Bid

On January 4, 2011, GobiMin announced that it idéehto renew its normal course issuer bid to
repurchase some of its common shares on the TSXuk&ekxchange. The Company intends to
acquire up to an additional 3,294,541 common shaepsesenting approximately 5% of the then
common shares outstanding. Purchases are expexted imade in accordance with applicable
regulations over a maximum period of 12 months mpdianuary 31, 2012. During the quarter
ended March 31, 2011, a total of 925,500 commonreshaere repurchased for an aggregate cost of
$771,776 (CAD766,842). All shares repurchasedettegned to treasury for cancellation.
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(e) Stock Options

On May 26, 2005, the Company adopted a resolutamalling all of its outstanding stock option
plans and creating a new stock option plan to goptibns to its employees, directors and officers
to purchase common shares. A number of 6,700,0000(26,700,000) common shares were
reserved for issuance pursuant to the exercisptadrs to be granted under the plan.

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

Three months ended Three months ended
March 31, 2011 March 31, 2010

Weighted Weighted
Number of Average  Number of Average
Options  Exercise Price Options Exercise Price
$ $
Outstanding, beginning of period 2,519,400 1.14 3,256,400 1.76
Forfeited (3,400) 1.06 (29,400) 0.92
Exercised - - (25,000) 0.71
Outstanding, end of period 2,516,000 1.14 3,202,000 1.68

Summary of the employee stock options outstandincnd exercisable at March 31, 2011:

Weighted Weighted
Average Weighted Average Weighted
Number of Remaining Average Numberof Remaining Average
Exercise Exercise Options Contractual Exercise Options Contractual Exercise
Price Price Outstanding Life Price Exercisable Life Price
CAD $ (Years) $ (Years) $
1.85 1.66 150,000 0.24 1.66 150,000 0.24 1.66
3.60 3.61 196,000 1.34 3.61 156,800 1.34 3.61
1.10 1.06 770,000 0.42 1.06 770,000 0.42 1.06
1.10 1.06 99,000 2.42 1.06 59,400 2.42 1.06
0.79 0.76 1,000,000 2.25 0.76 300,000 2.25 0.76
0.79 0.76 301,000 4.25 0.76 60,200 4.25 0.76
2,516,000 1.74 1.14 1,496,400 1.10 1.31

Stock Based Compensation

The Company determines fair value of the employeeksoptions using the Black-Scholes option
pricing model. In determining the fair value of $keemployee stock options, the following
assumptions were used:

March 31, 2011
Risk free interest rate: 1.01%

Expected life: 1-5 years
Expected volatility: 48%
Dividend yield: 0-1%
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18.

19.

20.

(f) Basic and Diluted Losses Per Share

For the three months ended March 31, 2011 March 31, 2010
Net losses available to shareholders
Basic and diluted ($764,129) ($1,221,516)
Weighted average number okhares outstanding
Basic 65,602,948 68,274,524
Effect of dilutive stock options - 393,720
Diluted 65,602,948 68,668,244
Losses per share (basic) ($0.012) ($0.019
Losses per share (diluted) ($0.012) ($0.018)
RESERVES

There was no movement in reserves for the threghmended March 31, 2011.
COMMITMENTS

As at March 31, 2011, there are capital commitsiehtapproximately $1,993,162 (December 31, 2010:
$1,284,997) that the Group had contracted, bupraided for.

On September 10, 2009, the wholly owned subsidirégobiMin, Xinjiang Weifu Mining Limited,
entered into an agreement with Xinjiang Baodi Minl@ompany and a subsidiary of Brigade No. 2 of
Xinjiang Bureau of Geology and Mineral Resourcefote a joint venture company, Tongyuan, for the
development of the Sawayaerdun Gold Project inixigj, China. GobiMin agreed to invest $7,328,844
(RMB50,000,000) in cash to Tongyuan for its 70%igqunterest. The consideration for acquiring the
exploration and mining license of the Sawayaerdold®roperty is $6,669,247 (RMB45,500,000) and
Tongyuan has paid a deposit of $6,069,498 (RMB4)@D) as at March 31, 2011. The remaining
commitment of $834,556 (RMB5,500,000) will be paidsed on the progress on the transfer of the
exploration and mining licenses to Tongyuan.

On April 7, 2010, Tongyuan entered into an agrednfen exploration service relating to the

Sawayaerdun Gold Project. The contracted amoufi67st,254 (RMB4,600,000) and Tongyuan has
paid a deposit of $319,559 (RMB2,106,000) as atcka81, 2011. The remaining commitment is
$378,433 (RMB2,494,000).

As at March 31, 2011, the Company has approxima$@§0,173 (December 31, 2010: $72,008)
remaining commitment in the operating leases dfidag Kong and Canada offices.

SEGMENTED INFORMATION

The Company conducted its business as a singlatipgisegment, being the development, exploration
and exploitation of mineral properties. It has natenial operation after the disposal of the two
operating subsidiaries in February 2009. All miheraperty interests and capital assets were |ddate
China. Before the disposal, all of the Company\sereies were derived from China sources and the
Company had only one customer during the perioderEm by the related consolidated financial
statements.
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21.

22.

ACCUMULATED OTHER COMPREHENSIVE INCOME

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

FINANCIAL INSTRUMENTS
All financial instruments are classified into aidefl category, namely, held-to-maturity investmgnts
held-for-trading financial assets or financial llakes, loans and receivables, available-for-sale

financial assets, and other financial liabilitieBhe carrying values of the Company’'s financial
instruments are classified into the following catees:

March 31, 2011 December 31, 2010

$ $
Held-for-trading (a) 40,738,956 53,164,272
Loans and receivables (b) 62,058,990 43,024,304
Held-to-maturity (c) 829,420 827,307
Available-for-sale (d) 222,852 223,174
Other financial liabilities (e) 27,777,952 28,229,706

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

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

(c) The listed debentures are measured at amortizéd cos

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

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

Fair value of financial instruments

The fair value of financial instruments represeths amounts that would have been received from or
paid to counterparties to settle these instrumehte carrying amount of all financial instruments
classified as current approximates their fair vddaeause of the short maturities and normal trades

of these instruments. The fair value of other faiahinstruments disclosed in the financial statetse
are based on the Company’s best estimates usisgrgrealue, quoted market prices and other valuatio
techniques that are significantly affected by theumptions used concerning the amounts and tinfing o
estimated cash flows and discount rates whichaeflarying degrees of risk.

Risks arising from financial instruments and risk management

The Company is exposed to various types of markks,rincluding changes in foreign exchange rates,
and interest rates in the normal course of busiriEss Company’s overall risk management program
focuses on mitigating these risks on a cost-effedbiasis. The Group’s policy is to use derivatigaky

for managing existing financial exposures but wottfading or speculative purpose.

Exchange Rate Risk

The Company generates revenues and incurs expergdjprimarily in Canada, Hong Kong and China

and is exposed to risk from changes in foreignenay rates. In addition, the Company holds findncia
assets and liabilities in foreign currencies thgpose the Company to foreign exchange risks. A
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significant change in the currency exchange ragdwden the U.S. dollars relative to the Hong Kong
dollars, RMB as well as Canadian dollars could haveffect on the Company’s financial position and
cash flows. The Company has not hedged its exposunarrency fluctuations.

Many foreign currency exchange transactions inv@vRMB, including foreign exchange transactions
under the Company’s capital account, are subjefiirEign exchange controls and require the approval
of the PRC State Administration of Foreign Excharigevelopments relating to the PRC’s economy
and actions taken by the PRC government could datises foreign exchange rates to vary significantl
from current or historical rates. The Company campmedict nor give any assurance of its futureibtgb
Future fluctuations in exchange rates may advera#ct the value, translated or converted into.U.S
dollars of the Company’s net assets, net profits amy declared dividends. The Company cannot give
any assurance that any future movements in theaegehrates of RMB against the U.S. dollars and
other foreign currencies will not adversely afféstresults of operations, financial condition aash
flows.

As at March 31, 2011 with other variables unchangeti% strengthening (weakening) of the Chinese
RMB against the Canadian dollar would have incréddecreased) net income and other comprehensive
income both by $0.11 million.

Credit Risk

The Company is exposed to credit risk with respeaash equivalents, other receivables, amounts due
from investee companies, loan to a related parhguats due from related parties and other financial
assets. Save for the convertible bonds and hemdatiority listed debentures which are stated afiaits
value and amortized cost respectively, the carrgmgunt of these assets included on the balan@t she
represents the maximum credit exposure. There ¢®recentration of credit risk arising from the
convertible bonds received on disposal of the Yabapper Property and the loan to a related party
which are stated at $15,721,494 and $15,173,74%césely as at March 31, 2011. Management
believes that the risk of credit loss on the cotilvker bonds and the loan to the related party isimml

as the issuer of the convertible bonds is a Honggklisted company and the loan to the related party
fully secured by an equity pledge. The cash egentsl are call deposits at banks. None of the cash
equivalents were in asset backed commercial paptupts. The Company has deposited the cash
equivalents in banks that meet minimum requiremémtsquality and liquidity as stipulated by the
Company’s Board of Directors. Management belieliesiisk of loss to be remote.

Liquidity Risk

Liquidity risk is the risk that the Company may eunter difficulties in meeting obligations assoeaht
with financial liabilities.

As at March 31, 2011, the Company has current .$6883.2 million. In addition to the $25 million
cash and cash equivalents, the $23.9 million amduatfrom China Precision also constitute a highly
liquid asset which will be repaid to the Company aecorded as cash inflow once the silver stocking
China Precision is sold.

In addition, the Company owns the convertible boafi$14.2 million (HKD110,000,000) issued by
China Daye as partial payment of the considerdiiorthe disposal of the 32% equity interest in the
Yanxi Copper Property and another lot of convegtilblonds $11.4 million (HKD89,000,000) are
receivable upon obtaining the mining licence of Yamxi Copper Property. According to the terms of
the convertible bonds, the Company has the rightotovert the bonds into ordinary shares of China
Daye at any time up to July 22, 2012, or if not\eted, to have its principal amount together with
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interest repaid on July 22, 2012. The received/edible bond was recorded as non-current assdée whi
the convertible bond receivable was recorded awguasset, both of which would be liquidated into
cash and cash equivalents at the discretion ahdragement subject to the market conditions.

The Company has determined that its cash and cpstadents, together with its highly liquid current

assets, will be more than sufficient to fund itguieements for investments in working capital and
capital assets. The total financial liabilities$@7.8 million are due within one year.

Interest Risk

As the Company has no significant variable intebestring assets and liabilities, the Company’simeo
and operating cash flows are substantially indepenaf changes in market interest rate.

Financial instrument

The fair value hierarchy under by IFRS 7 “Finandietruments — Disclosures” establishes three ¢evel
to classify the inputs to valuation techniques usetheasure fair value. The fair value hierarchgsds

follows:
Level 1 - Quoted (unadjusted) prices for identasgets or liabilities in active markets.
Level 2 - Inputs other than quoted prices includittiin Level 1 that are observable for the asset

or liability, either directly or indirectly, includg:

¢ Quoted prices for similar assets/liabilities inlaetmarkets;

¢ Quoted prices for identical or similar assets in-agtive markets (few transactions,
limited information, non-current prices, high vduiigy over time);

¢ Inputs other than quoted prices that are obsenfabléne asset/liability (e.g interest
rates, yield curves, volatilities, default rates, e and

¢ Inputs that are derived principally from or corrodied by other observable market
data.

Level 3- Unobservable inputs that cannot be camated by observable market data.

The Company’s financial assets are measured atdhie as follows:

Fair Value Measurements at Reporting Date Using

Level 1 Level 2 Level 3 Total
$ $ $ $
March 31, 2011
Cash and cash equivalent 25,017,462 - - 25,017,462
Convertible bonds - - 15,721,494 15,721,494
25,017,462 - 15,721,494 40,738,956
December 31, 2010
Cash and cash equivalent 37,442,778 - - 37,442,778
Convertible bonds - - 15,721,494 15,721,494
37,442,778 - 15,721,494 53,164,272
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23.

24,

25.

26.

CAPITAL MANAGEMENT

The Company’s objectives of capital managementiatended to safeguard the entity’s ability to
support the Company’s normal operating requirenoenin ongoing basis, continue the development,
exploration and exploitation of its mineral projest and support any expansionary plans. The ¢abita
the Company amounted to $81,459,749 consists dfetre included in shareholders’ equity. The Board
of Directors does not establish a quantitative rretan capital criteria for management but promotes
year-over-year sustainable earnings growth targdise. Company manages the capital structure and
makes adjustments to it in light of changes in ecan conditions and the risk characteristics of the
underlying assets.

The Company is not subject to externally imposegitabrequirements.

ECONOMIC DEPENDENCE

The Company conducts its business as a single tomgeigegment, being the development, exploration
and exploitation of mineral properties. All minegaoperty interests and capital assets are lodated
China. All of the Company’s revenues are derivedhfiChina sources.

RELATED PARTY TRANSACTIONS

(a) Key management compensation

The remuneration of key management and directarshi® three months ended March 31, 2011 is as
follows:

March 31, 2011 March 31, 2010

$ $

Short-term benefits and director fees 109,413 99,556
Stock based payments 35,572 25,950
144,985 125,506

(b) Amount due from related party

Advance made by the Company to related partieseagitiarter end were disclosed as amount due from
investee companies and related parties in notewl 44. Other than the aforementioned, there were no
other significant related party transactions raqgidisclosure in the financial statements.

IFRS TRANSITION FROM PREVIOUS CANADIAN GAAP

The Company’s condensed financial statements ®yéar ending December 31, 2011 will be the first

annual financial statements that comply with IFR®e Company has prepared its opening IFRS
statement of financial position by applying exigtiFRS standards in effect at the release of these
condensed financial statements. However, the opelRS statement of financial position and the

December 31, 2010 comparative statement of finarmigition presented in condensed financial

statements for the year ending December 31, 20}1diff@r from those presented at this time if there

are changes to IFRS standards that require reitveadjustment.

As stated in note 2, these are the Company’sdastensed financial statements prepared in accocedan
with IFRS. The accounting policies in note 3 haweerb applied in preparing the condensed interim
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financial statements for the period ended March 2111, the comparative information presented in
these condensed financial statements for the yadedeDecember 31, 2010 and in preparation of an
opening IFRS statement of financial position atuday 1, 2010.

In preparing its opening IFRS statement of finaingasition, the Company has adjusted amounts
reported previously in condensed financial statém@nepared in accordance with previous Canadian
GAAP. An explanation of how the transition from yus Canadian GAAP to IFRS has affected the
Company'’s financial position, financial performanaad cash flows is set out below.

IFRS 1 First-time Adoption of International FinaalcReporting Standards sets forth guidance for the
initial adoption of IFRS. Under IFRS 1, the stamtfamare applied retrospectively at the transitional
statement of financial position date with all adijpents to assets and liabilities charged or crddibe
retained earnings unless certain exemptions aréedpplhe Company has applied the following
exemptions to its opening statement of financiaimn as at January 1, 2010:

(a) Business Combinations

IFRS 1 indicates that a first-time adopter may telect to apply IFRS 3 Business Combinations
retrospectively to business combinations that gecuibefore the date of transition to IFRS. The
Company has utilized this election and has theeeémplied IFRS 3 only to business combinations that
occurred on or after January 1, 2010.

The Company’'s 50% interest in Xinjiang Xinya Minerd.imited (without controlling power) was
recorded by proportionate consolidation in the Camys consolidated financial statements under
Canadian GAAP. However, under IFRS 3, the assetdiabilities acquired should be recorded at fair
value to the extent of the acquirer’s percentageership of the acquired entity, as equity investisien

An exemption under IFRS 1 makes it possible to &avestatement of business combinations that took
place prior to the date of transition to IFRS. T@empany has decided not to restate business
combinations that took place prior to January 1L@nd there is no impact on the shareholderstyqui
The expected impact on opening figures is the assification of certain assets and current liabgito
long term investments. The Company will apply IFRSprospectively for business combinations
occurring after January 1, 2010.

(b) Share-based Payment Transactions

IFRS 1 encourages, but does not require, first-atepters to apply IFRS 2 Share-based Payment to
equity instruments that were granted on or befoogewber 7, 2002, or equity instruments that were
granted subsequent to November 7, 2002 and vesfedebthe latter of the date of transition to IFRS
and January 1, 2005. The Company has elected nappty IFRS 2 to options that vested prior to
January 1, 2010, which have been accounted focd@ordance with Canadian GAAP. The effect of
applying IFRS 2 to unvested options at the tramsitiate was to reduce retained earnings by $0.3
million as at January 1, 2010, with an offsettirdjuatment to contributed surplus and accumulative
other comprehensive income.

Under IFRS

« Each tranche of an award with different vestihates is considered a separate grant for the
calculation of fair value, and the resulting faalwe is amortized over the vesting period of the
respective tranches.

« Forfeiture estimates are recognized in the petley are estimated, and are revised for actual
forfeitures in subsequent periods.
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Under Canadian GAAP

* The fair value of stock based awards with gradesting are calculated as one grant and the
resulting fair value is recognized on a straighelbasis over the vesting period.

«  Forfeitures of awards are recognized as theyrocc

As a result of the different calculation methodaafortization period, the effect of applying IFRSv@s

to increase the stock based compensation expengieeimarlier stage of the vesting period while
lowering the relevant expenses in the later stdge impact to the Company for the year ended
December 31, 2010 was insignificant as most of share option fair value were amortized as of
December 31, 2009.

For cancelled or forfeited options, no transact®orequired under Canadian GAAP while the fair ealu
of cancelled or forfeited options are required eéaéversed from contributed surplus to retainediegs
under IFRS.

For the year ended December 31, 2010, the Companoyded cancelled or forfeited share options in the
amount of $2.0 million.

(c) Estimates

In accordance with IFRS 1, an entity’s estimatedeuriFRS at the date of transition to IFRS must be
consistent with estimates made for the same daterutne previous GAAP applied, unless there is
objective evidence that those estimates were or.efthe Company’s IFRS estimates as of January 1,
2010 are consistent with its Canadian GAAP estimfidethe same date.

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

Both Canadian GAAP and IFRS allow the choice ofitediping or expensing exploration costs. The
Company’s policy under Canadian GAAP has been mtalee all exploration costs. Management
planned to consider the option to capitalize exgilon costs except for those exploration expenelitur
on properties prior to the establishment of a pasiconomic analysis. Under IFRS, those explonatio
expenditures are expensed in the period they atered.

The impact of such a change would be that greaauats will be expensed. As this change must be
applied on a retroactive basis, amounts previotapjtalized under Canadian GAAP will be written off
and charged to deficit as at January 1, 2010. @atjastment is expected to decrease shareholders’
equity by $0.6 million.

(e) Cumulative Translation Differences

IFRS 1 allows that the cumulative translation di#feces for all foreign operations be deemed zetioeat
date of transition to IFRS, with future gains sdes on subsequent disposal of any foreign opesatiio
exclude translation differences arising from pesipdor to the date of transition to IFRS. The Camp
will make this election and deem all cumulativengiation differences to be zero on transition B3
as at January 1, 2010 and absorbed the previogslymaulated cumulative translation balance into
retained earnings.
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(f) Presentation of Property, Plant and Equipment

IFRS requires that significant parts of an assetdeereciated separately and that depreciation
commences when the asset is available for usereWi# be no impact on shareholders’ equity.

IFRS also permits property, plant and equipmenbgomeasured using the fair value model or the
historical cost model. The Company is not planrengadopting the fair value measurement model for
its property, plant and equipment but will contiriaeneasure at amortized cost.

(9) Non-controlling interests

Under Canadian GAAP, non-controlling interests weresented between liabilities and equity. IFRS
requires presentation of non-controlling interegthin the equity section of the balance sheet.

(h) Goodwill and intangible assets

Goodwill and intangible assets under IFRS will beasured using the cost model, based on the
recoverable assets amount which is the greatemlfevin use and fair value less costs to sell. The
recoverable amount calculated under IFRS approgisndhe Canadian GAAP carrying value at

December 31, 2009 and therefore no adjustmentjisrel at transition.

At each reporting date, the Company is requirecttiew goodwill and intangible assets for indicator
of impairment or reversals of impairment. In theemvthat certain conditions have been met, the
Company would be required to reverse the impairrakatge or a portion thereof.

(i) Available-for-Sale Financial Assets
Under IFRS, foreign exchange amounts arising fr@mdation of the assets are recorded in net income

Under Canadian GAAP, foreign exchange amountsngrisbm translation of the assets are recorded in
other comprehensive income.

(i) Presentation

The presentation in accordance with IFRS diffemsnfithe presentation in accordance with Canadian
GAAP.

IFRS employs a conceptual framework that is simi@arCanadian GAAP. However, significant
differences exist in certain matters of recognitimeasurement and disclosure. While adoption oBSIFR
has not changed the Company’s actual cash flowssitresulted in changes to the Company’s reported
financial position and results of operations. Iderto allow the users of the financial statemeats
better understand these changes, the Company'sii@anaAAP Statement of Comprehensive Income,
Statement of Financial Position and Statement ahCéows for the year ended December 31, 2010
have been reconciled to IFRS, with the resultirifpdnces explained.

-27-



GobiMin Inc.

Notes to Condensed Interim Financial Statements

For the three months ended March 31, 2011
(Expressed in United States Dollars)

(1) Reconciliation of statement of financial positin as at January 1, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS
ASSETS $ $ $
Current
Cash and cash equivalents and time deposit a 78350,40¢ (498,503) 77,851,90:
Prepayments, deposits and other receivablesa 6,638,77¢ 189,150 6,827,929
Dividend receivable from an investee 39,20C - 39,20C
company
Total current assets 85,028,38: (309,353) 84,719,03:
Non-current
Properties, plant and equipment a,d 1,127,56° (499,897) 627,67(
Equity investments ad 2,675,84« 227,61¢€ 2,903,46(
Amount due from related parties 1,572,14¢ - 1,572,14¢
Total non-current assets 5,375,55¢ (272,281) 5,103,27¢
Total assets 90,403,94. (581,634) 89,822,30¢
LIABILITIES
Current
Other payables and accrued liabilities a 968,798 (4,648) 964,150
Total current liabilities 968,798 (4,648) 964,150
Total liabilities 968,798 (4,648) 964,150
SHAREHOLDERS’ EQUITY
Share capital 29,267,506 - 29,267,506
Contributed surplus b 5,604,073 253,825 5,857,898
Reserves 7,666 - 7,666
Retained earnings b,de 50,638,277 1,824,637 52,462,914
Accumulated other comprehensive income b,e, 2,885,4 (2,655,448) -
Equity attributable to shareholders of the 88,172,970 (576,986) 87,595,984
Company
Non-controlling interests g 1,262,175 - 1,262,175
Total shareholders’ equity 89,435,145 (576,986) 88,858,159
Total liabilities and shareholders’ equity 90,40943 (581,634) 89,822,309
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(2) Reconciliation of statement of financial positn as at March 31, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS

ASSETS $ $ $
Current

Cash and cash equivalents and time deposit a 53437,711 (495,845) 52,941,86¢

Prepayments, deposits and other receivables 6,566,49: - 6,566,49:
Total current assets 60,004,20: (495,845) 59,508,35!
Non-current

Properties, plant and equipment ad 1,773,090 (153,643) 1,619,44°

Equity investments a,d 9,578,27( 228,018 9,806,288

Amount due from an investee company 1,914,29:- - 1,914,229

Amount due from related parties 16,232,48: - 16,232,48:
Total non-current assets 29,498,13! 74,375 29,572,510
Total assets 89,502,33! (421,470) 89,080,868
LIABILITIES
Current

Other payables and accrued liabilities a 709,429 176,901 886,330

Amount due to an investee company 29,586 - 29,586
Total current liabilities 739,015 176,901 915,916
Total liabilities 739,015 176,901 915,916
SHAREHOLDERS' EQUITY
Share capital b 29,297,167 80 29,297,247
Contributed surplus b 5,669,768 204,189 5,873,957
Reserves 7,666 - 7,666
Retained earnings b,d,e 49,409,591 1,852,808 51,262,399
Accumulated other comprehensive income b,e 3,186,95 (2,655,448) 461,508
Equity attributable to shareholders of the 87,501,148 (598,371) 86,902,777

Company

Non-controlling interests g 1,262,175 - 1,262,175
Total shareholders’ equity 88,763,323 (598,371) 88,164,952
Total liabilities and shareholders’ equity 89,50338 (421,470) 89,080,868
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(3) Reconciliation of statement of financial positn as at December 31, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS

ASSETS $ $ $
Current

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

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

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

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

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

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

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

Available-for-sale financial assets 223,17¢ - 223,174

Other financial assets 6548,80: - 16,548,80:

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

Amount due from related parties 1,893,56¢ - 1,893,56¢
Total non-current assets 33,525,56. 599,176 34,124,739
Total assets 120,880,94 (1,752,965) 119,127,939
LIABILITIES
Current

Other payables and accrued liabilities a 28,046,5 183,192 28,229,706

Deferred gain on disposal of equity investments 683,689 - 5,682,689
Total current liabilities 33,729,203 183,192 33,912,395
Total liabilities 33,729,203 183,192 33,912,395
SHAREHOLDERS' EQUITY
Share capital b 28,857,226 16,966 28,874,192
Contributed surplus b 5,506,759 (1,762,042) 3,744,717
Reserves 7,666 - 7,666
Retained earnings b,d,e 46,266,614 2,484,680 48,751,294
Accumulated other comprehensive income b,e, 4,237,3 (2,675,761) 1,561,563
Equity attributable to shareholders of the 84,875,589 (1,936,157) 82,939,432

Company
Non-controlling interests g 2,276,112 - 2,276,112
Total shareholders’ equity 87,151,701 (1,936,157) 85,215,544
Total liabilities and shareholders’ equity 120,880,904 (1,752,965) 119,127,939
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(4) Reconciliation of statement of comprehensive amme for the three months ended March 31, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS
$ $ $
Revenue - - -
Cost of Sales - - -
Depreciation - - -
Selling and distribution cost - - -
Gross loss - - -
Other revenue and gains 63,87¢ - 63,87¢
General and administrative expenses d (726,311) (20,230) (746,541)
Stock based compensation b (74,153) 28,556 (45,597)
Equity gain in investment d 22,107 (1,156) 20,951
Operating loss (714,478) 7,170 (707,308)
Exchange loss (514,208) - (514,208)
Losses before tax and non-controlling interests (228,686) 7,170 (1,221,516)
Income tax - - -
Losses before non-controlling interests (1,228,686) 7,170 (1,221,516)
Non-controlling interest - - -
Net losses for the period (1,228,686) 7,170 (1,221,516)
Other comprehensive income, net of tax
Foreign currency translation differences 461,50¢ - 461,50¢
Comprehensive loss for the period (767,178) 7,170 (760,008)
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(5) Reconciliation of statement of comprehensive a@me for the year ended December 31, 2010

Reference Canadian IFRS
to note 26 GAAP Adjustment IFRS
$ $ $
Revenue - - -
Cost of Sales - - -
Depreciation - - -
Selling and distribution cost - - -
Gross loss - - -
Other revenue and gains 406,51¢ - 406,51¢
General and administrative expenses d (3,440,917) (509,459) (3,950,376)
Stock based compensation b (361,294) 45,392 (315,902)
Equity (loss) / gain in investment d (305,233) (829,399) (1,134,632)
Operating loss (3,700,929) (1,293,466) (4,994,395)
Gain on deregistration / disposal of subsidiaries 142,10z - 142,10z
Fair value gain on other financial assets 1,564,48( - 1,564,48(
Exchange loss (288,716) - (288,716)
Losses before tax and non-controlling interests (283,063) (1,293,466) (3,576,529)
Income tax - - -
Losses before non-controlling interests (2,283,063) (1,293,466) (3,576,529)
Non-controlling interest - - -
Net losses for the year (2,283,063)  (1,293,466) (3,576,529)
Other comprehensive income, net of tax
Foreign currency translation differences 1,581,87¢ (20,313) 1,561,563
Comprehensive loss for the year (701,187) (1,313,779) (2,014,966)
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27. EVENTS AFTER THE REPORTING DATE

(a) For the period from 1 April 2011 to June 22, 204liotal of 1,968,000 common shares were
repurchased at an aggregate cost of $1,605,002 {(58B,740). All shares repurchased will be
returned to treasury for cancellation.

(b) On April 19, 2011, GobiMin declared an annual dénd of $0.01 (CADO0.01) per share for 2010
in accordance with its dividend policy. The dividernas paid on May 25, 2011 to shareholders of
record on May 12, 2011.
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The following discussion and analysis of the cosgenoperating results and financial condition
of GobiMin Inc. for the quarter ended March 31, 2Ghould be read in conjunction with its
interim condensed financial statements for the tguaended March 31, 2011 prepared in
accordance with International Financial Reportingn8ards (“IFRS”) and its audited condensed
financial statements for the year ended Decembge2(@l0 prepared in accordance with Canadian
generally accepted accounting principles (“CanadaiP”).

This Management’'s Discussion and Analysis was pegpan June 22, 2011. Additional
information relating to the Company is availabletiba SEDAR website at www.sedar.comder
GobiMin Inc.

Certain statements included in this discussion ttns forward-looking statements. Such
forward-looking statements can often, but not abydye identified by the use of words such as
“can”, “could”, “believe”, “propose”, “anticipate”, “intend”, “consider”, “estimate”,
“expect”, or other variations of such expressioms, forward-looking statements may declare
that certain measures, events or results “can”, tidd’ or “will” be taken or occur or be
attained. Such forward-looking statements involvewkn and unknown risks and uncertainties as
well as other factors that could cause actual ressuperformances or achievements of the
Company to differ materially from the future resulperformances or achievements implied or
suggested in such forward-looking statements. #skh, uncertainties and other factors include
but are not limited to the risk factors discussatter the heading “Risk Factors” below.
Accordingly, shareholders are cautioned not to ymdue reliance on forward-looking statements.
These forward-looking statements are made as ofi#ite of this discussion and the Company
disclaims any obligations to update any forwardKimg statements in order to account for any
events or circumstances that might occur after dage that such forward-looking statements
were established.

1. Corporate Overview

GobiMin Inc. (the “Company” or “GobiMin”), togethewith its subsidiaries (collectively referred
to herein as the “Group”), is engaged in the deymlent, exploration and exploitation of mineral
properties, mainly in the Xinjiang Uygur Autonomoiegion (“Xinjiang”) of the People’s
Republic of China (“China”).

The mineral properties include the Sawayaerdun @object, the Balikun Coal Project and four
base metals exploration projects for nickel, copgeld, lead and zinc in Xinjiang. The projects
are respectively under the process of drillingsnstauctions, conducting pre-survey and
exploration works.

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



GobiMin Inc.

Management’s Discussion and Analysis of Financial ésults
For the quarter ended March 31, 2011

(Expressed in United States Dollars)

June 22, 2011

2. Highlights

(a) Corporate Highlights

<- The Company completed the NI 43-101 mineral resoastimate of the Sawayaerdun
Gold Project.

< The Company is continuing the exploration of oth@neral projects in Xinjiang,
China.

< GobiMin will keep actively searching for high quglexploration and mining projects
in China and overseas.

(b) Financial Highlights

3 months ended 12 months ended 3 months ended

March 31, December 31, March 31,
2011 2010 2010

Cash and cash equivaleiatsd

time deposit $25 million $37 million $53 million
Cash and cash equivaleatsd

time deposit per shdte $0.39 $0.57 $0.78
Working capital $49.7 million $51.1 million $58.6 million
Total assets $117.2 million $119.1 million $89.1 million
Net losses ($0.8 million) ($3.6 million) ($1.2 million)
LBITDA @ ($0.7 million) ($4.8 million) ($1.2 million)
Basic and diluted losses per

share ($0.012) ($0.053) ($0.018)
LBITDA per shar& ($0.011) ($0.071) ($0.017)

(1) As non-IFRS measurements, LBITDA, LBITDA per shadeCash and cash equivalents and time deposit
per share do not comply with IFRS and, therefdne,amounts presented in the above table may not be
comparable to similar data presented by other camgmm The data is intended to provide additional
information and should not be considered in isolatbr as a substitute for measures of performance
prepared in accordance with IFRS.

3. Business Summary and Development

(a) Gold Project in Xinjiang

In 2009, the Company, through a wholly owned subsjd formed a joint venture company,
namely Xinjiang Tongyuan Minerals Ltd. (“Tongyuan®yith Xinjiang Baodi Mining Company
("Baodi”) and a subsidiary of Brigade No. 2 of Xamg Bureau of Geology and Mineral
Resources (“Brigade No. 2”) to develop and opetiageSawayaerdun Gold Project in Xinjiang,
China. GobiMin owns a 70% equity interest in Torgywhile Baodi and Brigade No. 2 each
own a 15% interest. Tongyuan has obtained théecelaining license.
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The Sawayaerdun Gold Project is located 200 kmhm@st of the city of Kashi, western

Xinjiang, China and lies within the Tian Shan GBlelt, which is one of the most promising gold
belts in China. Gold mineralization is containedhm fine-grained clastic metasedimentary
rocks of Devonian age. The portion of Zone IV witlost drilling works done appears to be the
thickest portion of the zone and therefore mayes@nt a flexure or dilation zone within the F3
fault that contains Zone 1V.

According to the NI 43-101 technical report prepalyy Wardrop a Tetra Tech Company in

March 2011 (which can be viewed at www.sedar.coat)a lower grade threshold of 0.5

grams/tonne gold, Zone IV is estimated to contadidated resources of about 34 million tonnes
with an average grade of 1.3 grams/tonne gold ab@80,000 oz gold) and Inferred resources
of about 13.5 million tonnes with an average graddapproximately 1.0 grams/tonne gold (about
424,800 oz gold).

In March 2011, there was a casualty reported asitkeeof the Gold Project due to an avalanche.
The Company has extended its sincere condolenceseatraside an amount of compensation for
the family of the deceased despite the fact tlsatesponsibility was not engaged. In order to
avoid accidents in the future development and digeratages, the management has laid down
additional stringent safety rules that should Blveed by all staff at the site.

Due to the difficult working condition in winterhé Company has started the exploration works
in April 2011. In order to catch up the plannetiextule, the Company plans to have further
drilling of approximately 8,000 to 10,000 meterdtwe Zone IV and carry out the floatation and

metallurgical testingn 2011.

(b) Coal Project in Xinjiang

GobiMin owns an indirect equity interest of 24.498cthe Balikun Coal Project in Xinjiang,
China and participates in its management and dpasat GobiMin and its partner jointly have a
controlling interest in the project through XinjgaRuide Mining Limited. According to a NI 43-
101 Mineral Resource estimate prepared by ScotafviLtd. in February 2010, the Balikun Coal
Project hosts 38 million tonnes of coal in MeasuRedources and 50 million tonnes in Indicated
Resources. The construction works necessary tditdeithe future mining operation are in
progress.

Considering the delays in getting the approval frévational Development & Reform
Commission on the Balikun Coal Project, the Compiamgviewing alternatives to dispose of its
interest in the Coal Project during the year 2011.

(© Silver Operation

GobiMin holds an equity interest of 49% in Chinadétsion Material Limited (“China Precision”)
which engages in metal trading and processing,gonagantly in silver. All positions are hedged
and China Precision is not exposed to market priogements. In order to increase the vertical
spectrum of the silver business, China Precisiandeveloped a downstream silver business by
establishing a small processing workshop in Hongd<im August 2010 for processing the silver
and refining the lower grade silver into bars anghgles with 99.99% purity for sale to industrial
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customers. To increase product variety and prafitrébution, GobiMin will continue to source
and explore new potential business opportunitighigisector.

The Company has made advances to China Precisiontime to time solely to finance its silver
inventory depending on economic and market conuftiAs at March 31, 2011, amounts due
from China Precision to the Company amounted ta%28llion, which was used to finance the
purchase of approximately 17.6 tonnes of silve€Chjna Precision. During the period from April
1, 2011 to the date hereof, China Precision soll ®fnes of silver. As at June 22, 2011, China
Precision has a silver stock of 12.4 tonnes withaaket value of $14.2 million and the amount
due to GobiMin has been reduced to $10 million.

For the quarter ended March 31, 2011, the Compaeyrded an equity gain of $101,045 (for the
year ended December 31, 2010: $97,289) from itsstment in China Precision.

(d) Base Metal Exploration Projects in Xinjiang

0] Four Exploration Joint Ventures

GobiMin currently owns equity interests in four égation joint ventures in Xinjiang, China for
nickel, copper, gold, lead and zinc. GobiMin hagrb exploring several copper projects which
show good indications of copper mineralization. 8a@m®ploration licenses were relinquished by
not applying for renewal or sold to third partiagedo not having good prospect. GobiMin will
continue to conduct pre-survey and exploratiordamiify potential mineralization through these
exploration joint ventures.

(ii) Yanxi Copper Property

GobiMin formerly owned a 40% indirect equity intstein another joint venture, Xinjiang
Tongxing Minerals Limited (“Tongxing”), which is gaged in exploration and development of
the Yanxi Copper Property in Xinjiang, China. T@empany entered into a Share Transfer
Agreement on July 14, 2010 regarding the dispds@0% of its equity interest in Tongxing. The
transaction was completed on July 22, 2010 and Miokhas received all the cash consideration
and the first lot of convertible bonds. GobiMinr@ntly retains an 8% indirect unlisted equity
interest in the Yanxi Copper Property.

The Company has entered into a supplemental agreemith the buyer on December 30, 2010
to extend the deadline for obtaining the miningtise of the Yanxi Copper Property (the “Yanxi
Mining Licence”) from December 31, 2010 to Augudt 2011. According to the supplemental
agreement, the consideration to be received uptaimibg the Yanxi Mining Licence is reduced
by HKD21,000,000 to HKD259,000,000 due to the cardion of a railway across the Yanxi
Copper Property that has a negative impact on theabte quantity. The amount of
HKD21,000,000 will be deducted from the second fmal lot of convertible bonds (the “Non-
delivered CB”). In addition to applying for Yanklining Licence, the Company will also be
responsible for applying for a mining licence (ttNew Mining Licence”) for an area which is
adjacent to the Yanxi Copper Property (the “Newa&ye The New Mining Licence should be
obtained on or before June 30, 2014. The Compaihypeventitled to receive the Non-delivered
CB and an additional consideration in cash basedhernresource estimate of the New Area,
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subject to a maximum of HKD106,000,000, of which¥b@vill be paid upon the Company
providing the resources estimate report and thairdng 50% will be used to settle the licensing
fee of the New Area with the balance paid to thenGany upon obtaining the New Mining
Licence. The final and total consideration for theposal of the 80% indirect equity interest in
Tongxing will accordingly be capped to HKD365,00)0Based on the reduced consideration of
$33.4 million (HKD259,000,000), the Company shallvé an estimated deferred gain of $5.7
million for its disposal of the 32% equity inter@stTongxing, netting off the amount payable for
the mining license fee, tax, stamp duty and relptgdnents of $26.8 million.

(e) Normal Course Issuer Bid

On January 4, 2011, GobiMin announced to renewdtsnal course issuer bid to repurchase up
to an additional 3,294,541 common shares for ddéuryear. The normal course issuer bid will
expire on January 31, 2012. During the quarter @idigrch 31, 2011, a total of 925,500 common
shares were repurchased at an aggregate cost bf7$67(CAD766,842). For the period from
April 1, 2011 to June 22, 2011, a total of 1,968,@@mmon shares were repurchased at an
aggregate cost of $1,605,002 (CAD1,594,740). WAdires repurchased were returned to treasury
for cancellation. A copy of the related Noticelafention to Make a Normal Course Issuer Bid
shall be provided to shareholders upon receiptrafem request to the Company at its registered
office.

Under the 2011 normal course issuer bid prograrata of 2,893,500 common shares were
repurchased at an average price of CAD0.81 uprie 2@, 2011. The management believes that
the repurchase by the Company of its own sharesnaaimize shareholder value and is in the
best interest of the Company and its shareholders.

() Working capital

As at March 31, 2011, the Company has a workingtalapf $49.7 million (December 31, 2010:
$51.1 million), after netting off its current lidities of $33.5 million (December 31, 2010: $33.9
million).

Apart from the $25 million in cash and cash equad, the $23.9 million amount due from
China Precision, also constitutes a highly liqusded. As at the date hereof, such outstanding
amount was reduced to $10 million with the differef $13.9 million having been repaid to the
Company and recorded as cash inflow to the Company.

In addition, the Company owns the convertible bawfd814.2 million (HKD110,000,000) issued
by China Daye Non-Ferrous Metals Mining Limited (fi@a Daye”) as partial payment of the
consideration for the disposal of the 32% equitierest in the Yanxi Copper Property and
another lot of convertible bonds $11.4 million (HB®000,000) are receivable upon obtaining
the mining licence of the Yanxi Copper Propertyccérding to the terms of the convertible
bonds, the Company has the right to convert thel®anto ordinary shares of China Daye at any
time up to July 22, 2012, or if not converted, tvé its principal amount together with interest
repaid on July 22, 2012. The received convertilded was recorded as non-current asset while
the convertible bond receivable was recorded azwcuasset, both of which would be liquidated
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into cash and cash equivalents at the discretionhef management subject to the market
conditions.

Other than financing the silver stocking of Chingedfsion and the construction costs of the
Sawayaerdun Gold Project, there is no significashwmutflow expected for the remainder of the
fiscal year. The working capital is sufficient topport the growth in the existing projects and
operations.

4. Key Economic Trends

(a) China Economy

Since GobiMin’s operations are mostly conductedChina, the condition of the Chinese
economy is a key factor on the Company’s businBEss.currency fluctuation will have an impact
on the Company’s cost structure as the Companyrtepo U.S. dollars. For the quarter ended
March 31, 2011, the Chinese currency Renminbi (“RMdppreciated by 0.68% against the U.S.
dollar comparing with the figure on December 31120

RMB-USD RMB - USD Exchange Rate (2010 - 2011Q1)
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(b) Gold Market

Although the Sawayaerdun Gold Project is at thdoggpon stage, the gold market price has an
influence on the project value. For the quartereeinilarch 31, 2011, the gold price has increased
by around 0.8% against the figure on December G102
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5. Critical Accounting Policies and Estimates

The Company’s accounting policies are describeldte 3 to the condensed interim financial
statements for the quarter ended March 31, 201#&. dreparation of financial statements in
conformity with IFRS requires management to makémedes and assumptions that affect the
reported results. Changes to these estimates coatdrially impact the condensed financial
statements. The policies and estimates made byC@mpany that are considered to be most
critical are described below.

(a) Revenue Recognition

Interest income from financial assets is accruedadime basis, by reference to the principal
outstanding and at the effective interest rateiepiple, which is the rate that discounts estimated
future cash receipts through the expected lifehef financial asset to that asset’s net carrying
amount.

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

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

(b) Depreciation of Other Property, Plant and Equipment

Other property, plant and equipment is stated at dess accumulated amortization and
accumulated impairment losses. Cost includes aibeditures that are directly attributable to the
acquisition of the asset. Borrowing costs on quialg assets are capitalized until the asset is
capable of carrying out its intended use. Otheperty, plant and equipment is amortized on a
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straight-line basis over the estimated usefuldiféhe asset with an estimated residual value of O-
5%. The annual depreciation or amortization ratesas follows:

Leasehold land & buildings: 4.75%

Leasehold improvement: 19% - 33.3%

Computer hardware & equipment: 19% - 33.33%

Motor vehicles & transportation equipment: 19% 925

Furniture, fixture and equipment: 9.5% - 33.33%

(©) Pre-exploration Costs , Mineral Property and Explo@tion Expenditures

Pre-exploration costs are expensed in the periedhioh they are incurred.

Mineral property in various forms, including prospag licenses, exploration and exploitation
concessions, mineral leases and surface rightsagitalized as mineral assets since acquiring
legal title to these properties.

Exploration expenditures on non-producing propsrtimcluding drilling and related costs,
identified as having development potential, as ewvidd by a positive economic analysis of the
project, are treated as mineral assets and cagithliExpenditures incurred on deposits
contiguous with a known deposit which has undergopesitive economic analysis are treated as
mineral assets and capitalized. Exploration expares on properties prior to the establishment
of a positive economic analysis are expensed irpdr®d in which they are incurred. Drilling
costs incurred during the production phase for ajpmnal ore control are charged to operations as
incurred.

(d) Rehabilitation Provision

The Company is subject to various government lamg r@gulations relating to environmental
disturbances caused by exploration and evaluatitimities. The Company records the present
value of the estimated costs of legal and consueicbbligations required to restore the
exploration sites in the period in which the obliga is incurred. The nature of the rehabilitation
activities includes restoration, reclamation angeagetation of the affected exploration sites.

The rehabilitation provision generally arises whba environmental disturbance is subject to
government laws and regulations. When the liabilgyrecognized, the present value of the
estimated costs is capitalized by increasing theyicl amount of the related mining assets. Over
time, the discounted liability is increased for ti@nges in present value based on current market
discount rates and liability specific risks.

All the mine sites of the Group are in desert anddorthern China and management believes that
the liability after the mine site retirement is irmtarial. The amount of the liability will be subjec

to re-measurement at each reporting period. ltoissible that the Company’s estimates of its
ultimate mine site rehabilitation liabilities coutthange as a result of changes in regulations, the
extent of environmental remediation required, theans of reclamation or the cost estimates.
Changes in estimates are accounted for prospectrggh the period the estimate is revised.

The Company has not recorded a liability for itsadgilitation provision.
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(e) Equity Investment

Investments in shares of incorporated companiegsiich the Company’s ownership is greater

than 20% but no more than 50% and wherever sigmifilmfluence is present, are accounted for
by the equity method. The Company accounts foin¥gestment on an equity basis, which is

carried at cost, adjusted for the Company’s propaate share of the undistributed earnings and
losses and reserves.

() Financial Instruments

Financial assets and financial liabilities, inclugliderivatives, are recognized when the Company
becomes a party to the contractual provisions @& fimancial instrument. All financial
instruments are measured at fair value on inigabgnition. Measurement in subsequent periods
depends on whether the financial instrument has bkeessified as held-for-trading, available-for-
sale, held-to-maturity, loans and receivables tloerfinancial assets and liabilities.

Financial assets and financial liabilities heldHiading are measured at fair value with changes
in those fair values recognized in earnings. Laams receivables, and other financial liabilities
are measured at amortized cost and are amortizeg tie effective interest method. Available-
for-sale financial assets, designated based ocrifgegia that management does not hold these for
the purposes of trading, are presented as investnag measured at cost less any identified
impairment loss as they are unlisted investmentstha fair value of which cannot be reliably
measured.

(9) Related Parties

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

) the party has the ability, directly or indirgcthrough one or more intermediaries, to
control the Company or exercise significant infloenover the Company in making
financial and operating policy decisions, or hastjoontrol over the Company;

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

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

(iv)  the party is a member of key management persioof the Company or the Company’s
parent, or a close family member of such an indigldor is an entity under the control,
joint control or significant influence of such indiuals;

(v) the party is a close family member of a padferred to in (i) or is an entity under the
control, joint control or significant influence séich individuals.
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Close family members of an individual are those ilammembers who may be expected to
influence, or be influenced by, that individuathwir dealings with the entity.

A transaction is considered to be a related paatysaction when there is a transfer of resources
or obligations between related parties.
6. New Accounting Standards

A. IFRS Transition from previous Canadian GAAP

The Company’s condensed financial statements foydar ending December 31, 2011 will be
the first annual financial statements that compifhwFRS. The Company has prepared its
opening IFRS statement of financial position bylgiog existing IFRS standards in effect at the
release of these condensed financial statementaieVvés, the opening IFRS statement of
financial position and the December 31, 2010 comipse statement of financial position
presented in condensed financial statements foyehe ending December 31, 2011 may differ
from those presented at this time if there are gearo IFRS standards that require retroactive
adjustment.

These are the Company’s first condensed finantagédmients prepared in accordance with IFRS.
IFRS has been applied in preparing the condensgemhdial statements for the period ended
March 31, 2010 and December 31, 2010, the comparatiformation presented in these
condensed financial statements for the year endscember 31, 2010 and an opening IFRS
statement of financial position at January 1, 2010.

In preparing its opening IFRS statement of finang@sition, the Company has adjusted amounts
reported previously in condensed financial statémegmepared in accordance with previous
Canadian generally accepted accounting principéanadian GAAP”).

IFRS 1 First-time Adoption of International FinaaicReporting Standards sets forth guidance for
the initial adoption of IFRS. Under IFRS 1, thenstards are applied retrospectively at the
transitional statement of financial position datéhwall adjustments to assets and liabilities
charged or credited to retained earnings unlegainerxemptions are applied.

The main impacts of the transition from previousm&iian GAAP to IFRS on the Company’s
financial position, financial performance, and clistvs are set out below.

(@ Business Combinations

IFRS 1 indicates that a first-time adopter may tetext to apply IFRS 3 Business Combinations
retrospectively to business combinations that aeclibefore the date of transition to IFRS. The
Company has utilized this election and has theeefapplied IFRS 3 only to business
combinations that occurred on or after Januaryp1p02

The Company’s 50% interest in Xinjiang Xinya Minksrdimited (without controlling power)

was recorded by proportionate consolidation in @mnpany’s condensed financial statements
under Canadian GAAP. However, under IFRS 3, thetasand liabilities acquired should be

10
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recorded by a fair value to the extent of the aegjld percentage ownership of the acquired entity
as equity investments.

An exemption under IFRS 1 makes it possible to&vestatement of business combinations that
took place prior to the date of transition to IFRe Company has decided not to restate
business combinations that took place prior to dgnd, 2010 and there is no impact on the
shareholders’ equity. The expected impact on ogefigures is the re-classification of certain
assets and current liabilities to long term invesita. The Company will apply IFRS 3
prospectively for business combinations occurritbgralanuary 1, 2010.

(b) Share-based Payment Transactions

IFRS 1 encourages, but does not require, first-tedepters to apply IFRS 2 Share-based
Payment to equity instruments that were grantecoomefore November 7, 2002, or equity

instruments that were granted subsequent to Novem29002 and vested before the latter of the
date of transition to IFRS and January 1, 2005. Company has elected not to apply IFRS 2 to
options that vested prior to January 1, 2010, wihiate been accounted for in accordance with
Canadian GAAP. The effect of applying IFRS 2 toested options at the transition date was to
reduce retained earnings by $0.3 million as at dgnf, 2010, with an offsetting adjustment to

contributed surplus and accumulative other comprsikre income.

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

Both Canadian GAAP and IFRS allow the choice ofitediping or expensing exploration costs.
The Company’s policy under Canadian GAAP has beerapitalize all exploration costs.
Management planned to consider the option to da@taexploration costs except for those
exploration expenditures on properties prior togltblishment of a positive economic analysis.
Under IFRS, those exploration expenditures areresgukin the period they are incurred.

The impact of such a change would be that greateruats will be expensed. As this change
must be applied on a retroactive basis, amountgqugly capitalized under Canadian GAAP

will be written off and charged to deficit as ahdary 1, 2010. This adjustment is expected to
decrease shareholders’ equity by $0.6 million.

(d) Cumulative Translation Differences

IFRS 1 allows that the cumulative translation difeces for all foreign operations be deemed
zero at the date of transition to IFRS, with futgeens or losses on subsequent disposal of any
foreign operations to exclude translation diffeeharising from periods prior to the date of
transition to IFRS. The Company will make this &t and deem all cumulative translation
differences to be zero on transition to IFRS asaauary 1, 2010 and absorbed the previously
accumulated cumulative translation balance of illfons into retained earnings.

11
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B. Future Changes in Significant Accounting Policig

Standards issued but not yet effective up to thte dé issuance of the Company’s financial
statements are listed below. The Company intendslapt these standards when they become
effective.

(a) IFRS 9 Financial Instruments: Classification anl Measurement

IFRS 9 was issued in October 2010. This standattkifirst step in the process to replace IAS 39
Financial Instruments: Recognition and Measuremi&iS 9 introduces new requirements for
classifying and measuring assets and liabilitidsiciw may affect the Company’s accounting for
its financial assets. The standard is not applealtil January 1, 2013 but is available for early
adoption. The Company is currently evaluating thpact of adoption of this new standard on its
condensed financial statements.

(b) IFRS 7 Financial Instruments: Disclosure

IFRS 7 was issued in October 2010. This standanmbdaoces amendments to enhance the
disclosure requirements for transfers of finanagdets that result in derecognition. The standard
is not applicable until July 1, 2011. The Compasigurrently evaluating the impact of adoption
of this new standard on its condensed financiastants.

(c) IAS 12 Income Taxes

IAS 12 was issued in December 2010. This standd@rdduces amendments regarding Deferred
Tax and provide a practical approach for measutefgrred tax liabilities and deferred tax assets
when investment property is measured using thevidire model. The standard is not applicable
until July 1, 2012. The Company is currently evéhg the impact of adoption of this new
standard on its condensed financial statements.

7. Selected Quarterly Information
For the quarter ended March 31, December 31, September 30, June 30,
2011 2010 2010 2010
$ $ $ $
Revenue - - - -
Net losses (764,129) (1,390,544) (815,922) (148,547)
Basic losses per share (0.012) (0.021) (0.012) (0.002)
Diluted losses per share (0.012) (0.021) (0.012) (0.002)
Cash and cash equivalents and
time deposit 25,017,462 37,442,778 46,085,867 47,497,967
Total assets 117,196,502 119,127,939 122,051,423 87,880,171

12



GobiMin Inc.

Management’s Discussion and Analysis of Financial ésults
For the quarter ended March 31, 2011

(Expressed in United States Dollars)

June 22, 2011

For the quarter ended March 31, December 31, September 30, June 30,
2010 2009 2009 2009

$ $ $ $

Revenue - - - -
Net losses (1,221,516) (7,378,103) (790,924)  (492,595)
Basic losses per share (0.018) (0.107) (0.012) (0.007)
Diluted losses per share (0.018) (0.107) (0.012) (0.007)

Cash and cash equivalents and

time deposit 52,941,866 78,350,405 75,676,346 80,599,671
Total assets 89,080,867 90,403,943 89,599,209 90,489,060

*2009 quarterly financial information was preparéu accordance with Canadian GAAP. Net earnings aathings
per share prepared in accordance with Canadian GA#2009 would not be significantly different frahose would
have been reported under IFRS.

8. Results of Operations

(a) Revenues

No revenue (Q1 2010: $Nil) from operations has lreenrded in this quarter.

Other revenue and gains in this quarter were $884@1 2010: $63,879) including $84,977 (Q1

2010: $53,962) interest income and $59,508 (Q1 2@MNil) rental income from the office
building in Xinjiang.

(b) Other expenses

General and administrative expenses incurred sgharter were $782,180 (Q1 2010: $746,541).
The expenses mainly include office rental, stafft@nd legal and professional fees.

The amortized portion of the total stock based aamsption in Q1 2011 amounted to $56,236
(Q1 2010: $45,597).

(© Losses per share

The basic and diluted losses per share for thigeuaere $0.012 (Q1 2010: $0.018).

(d) LBITDA

In this quarter, the losses before interest incame expense, income taxes, stock based
compensation, depreciation and amortization (“LBA'R a non-IFRS performance measure,

were $702,133 as compared to $1,173,572 in Q1 20T8e following table presents the
calculation of LBITDA for the period indicated:

13
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For the 3 months ended March 31, 2011 March 31, 2010
$ $
Net losses (764,129) (1,221,516)
Interest income (84,977) (53,962)
Amortization in general and administration expenses 90,737 56,309
Stock based compensation 56,236 45,597
LBITDA @ (702,133) (1,173,572)
LBITDA per share? (0.011) (0.017)

(1) As non-IFRS measurements, LBITDA and LBITDA perestia not comply with IFRS and, therefore, the am®presented
in the above table may not be comparable to simdiaa presented by other companies. The data éndletd to provide
additional information and should not be considenedsolation or as a substitute for measures afgrenance prepared in
accordance with IFRS.

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

(e) Annual dividend

On April 19, 2011, the Company declared an annivadiehd of $0.01(CADO0.01) per share for
2010 in accordance with the Company’s dividendgyoli he dividend was paid on May 25, 2011
to shareholders of record on May 12, 2011.

9. Liquidity and Capital Resources

The following table summarizes the Company’s cosddrcash flows and cash on hand for the
quarter ended March 31, 2011

As at March 31, 2011 December 31, 2010
$ $

Cash and cash equivalents and time deposit 25,017,462 37,442,778

Working capitaf” 49,722,397 51,090,805

For the 3 months ended March 31, 2011 March 31, 2010
$ $

Net Cash used in operating activities (885,830) (383,565)

Net Cash used in financing activities (772,329) (16,583,164)

Net Cash used in investing activities (10,765,597) (7,890,100)

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

(a) Operating activities

In this quarter, net cash used in operating awwitvas $885,830 (Q1 2010: $383,565), mainly
representing the settlement of other payableseofjthd project
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(b) Financing activities

Financing activities used cash flow of $772,32¢his quarter (Q1 2010: $16,583,164). The cash
outflow in the current period mainly represents plagment for share buy-back of $771,776 (Q1
2010: $Nil). The cash outflow of the Company ie fhist quarter of 2010 included the loan to an
investee company, Faithful Million Limited, of $14,294 (RMB13,060,000) and the loan to the
minority shareholders of the Company’s investee mamy, Hami Coal Corporation, of
$14,660,333 (RMB100,000,000) pursuant to the agee¢rsigned on February 9, 2010 for the
investment in the Balikun Coal Project.

(©) Investing activities

Investing activities used cash flow of $10,765,59tis quarter compared to a net cash outflow
of $7,890,100 in Q1 2010. The Company used mostte@ihet cash outflow this quarter for the
silver operation of China Precision, in the form ohsecured advances bearing 2% interest and
without fixed repayment terms, while the cash awtflfrom financing activities in the first
quarter of 2010 was mainly attributable to the stueents in the Balikun Coal Project of
$6,881,214.

10. Balance Sheet
(a) Cash

The Company had $25.0 million in cash and cashvedgrits and time deposit as at March 31,
2011 compared to $37.4 million as at December B102 The decrease of $12.4 million was
mainly the cash inflow of $9.5 million from the eakse of silver bullion to China Precision, net
of the cash outflow for the silver operation of &nillion, the share buy-back of $0.8 million
and office expenses of $0.9 million.

(b) Deferred gain_on_disposal of equity investments & tbher payables and accrued
liabilities

Pursuant to the share transfer agreement datedldul®010 and supplemental agreement dated
December 30, 2010, a 80% equity interest in thex¥@opper Property was disposed to China
Daye on July 22, 2010 for a total consideratior$88,333,333 (HKD259,000,000). Among the
equity interest disposed, 32% was held by Gobiltic hhe remaining 48% was held by two local
partners. After the disposal, the Company retam8% indirect unlisted equity interest. The
Company has received the cash consideration o2$0@7 (HKD60,000,000) and the first lot of
convertible bonds of $14,157,014 (HKD110,000,000)e application for the mining license of
the Yanxi Copper Property is in the process. After mining license of the Yanxi Copper
Property is granted, the Company shall receivditia lot of convertible bonds. Pursuant to the
said agreements, should the mining license notrhated by August 31, 2011, the Company
guarantees to refund to the buyer all the consideraeceived and in return, the buyer shall
transfer the interest in Yanxi Copper Property bacthe Company.
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The deferred gain on disposal of the 32% equitgrest in the Yanxi Copper Property of $5.7
million represents the cash received of $7.7 nmilliconvertible bonds received of $14.2 million
(which was classified as other financial assetshvertible bonds receivable of $11.5 million
(which was classified under prepayment, depositsather receivables), netting off the share of
assets as at June 21, 2010 of $0.9 million andr gtaagables and accrued liabilities for mining
license fee, tax, stamp duty and related paymdrig2@8 million.

(© Other Financial Assets

Part of these financial assets represents the dilsieebonds of $14.2 million (HKD110,000,000)
issued by China Daye as partial considerationtHerdisposal of the equity interest in the Yanxi
Copper Property as mentioned in note 3(d)(ii). Thavertible bonds are stated at $15,721,494
(HKD122,156,012) as at year ended December 31, B@%6d on their fair value as determined
by an independent professional valuator. The direatstimate that there is no significant change
in the fair value of the convertible bonds as atde31, 2011.

The remaining balance of $0.8 million represengsttéld-to-maturity listed debenture held by the
Company as at March 31, 2011.

(d) Other Payables and Accrued Liabilities

As at March 31, 2011, the balance of other payadmesaccrued liabilities are mainly composed
of the payables for the mining license fee, taamgt duty and related payments of $26.8 million
arising on the disposal of the Yanxi Copper Prgpert

(e) Share Capital

As at March 31, 2011, the Company had 64,965,33Wnuan shares issued and outstanding.
During this quarter, 925,500 common shares wergldoack and cancelled.

11. Related Party Transactions

(@) During the quarter, the Company provided furthevamges to China Precision, in the
aggregate amount of $20,295,715 for its silver fimery and general operating purposes.
In 2010, the Company had provided advances of $3268 to China Precision, bringing
the total balance to $23,926,585 which is unsecuredring interest of 2% and without
fixed repayment terms.

(b) The remuneration of key management personnel aedtdis during the three months
ended March 31, 2011 and 2010 were as follows:

March 31, 2011 March 31, 2010

$ $
Short-term benefits & director fees 109,413 99,556
Stock based payments 35,572 25,950
144,985 125,506
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12. Contractual obligations and commitment

As at March 31, 2011, there are capital commitmehtgpproximately $1,993,162 (December 31,
2010: $1,284,997) that the Group had contractetinbtiprovided for. The commitments are
mainly for acquisition of the exploration assets.

In 2009, the wholly owned subsidiary of GobiMinnfang Weifu Mining Limited, together with
Baodi and Brigade No. 2 formed a joint venture camp Tongyuan, for the development of the
Sawayaerdun Gold Project in Xinjiang, China. GobiMagreed to invest $7,328,844
(RMB50,000,000) in cash to Tongyuan for its 70% igginterest. The consideration for
acquiring the exploration and mining license of Bewayaerdun Gold Property is $6,669,247
(RMB45,500,000) and Tongyuan has paid a deposi$®069,498 (RMB40,000,000) as at
December 31, 2010. The remaining commitment of4Es (RMB5,500,000) will be paid
based on the progress on the transfer of the eatidorand mining licenses to Tongyuan.

On April 7, 2010, Tongyuan entered into an agredni@nexploration services relating to the
Sawayaerdun Gold Project. The contracted amoud67¢,254 (RMB4,600,000) and Tongyuan
has paid a deposit of $319,559 (RMB2,106,000) aPetember 31, 2010. The remaining
commitment is $378,433 (RMB2,494,000).

As at March 31, 2011, the Company has approxim&e80,173 (December 31, 2010: $72,008)
remaining commitment in the operating lease ofliteg Kong and Canada offices.

13. Off-balance sheet arrangements

The Company does not have any off-balance shestggments.

14. Proposed Transaction

Yanxi Copper Property

After the disposal of a 32% equity interest in ¥anxi Copper Property to China Daye in July
2010, GobiMin owns a remaining 8% indirect unlisteduity interest in the Property. In

December, 2010, the Company has entered into aesupptal agreement with the buyer to
extend the deadline for obtaining the mining lieefrem December 31, 2010 to August 31, 2011.

According to the supplemental agreement, the cemaiibn for disposal of the 80% indirect
equity interest in Tongxing to be received upormaotihg the Yanxi Mining Licence is reduced
by HKD21,000,000 to HKD259,000,000. The amounH&D21,000,000 will be deducted from

the Non-delivered CB. In addition to applying f¢anxi Mining Licence, the Company will also

be responsible for applying for a mining licendee(tNew Mining Licence”) for an area which is
adjacent to the Property (the “New Area”). The N@iming Licence should be obtained on or
before June 30, 2014. The Company will be entittethe Non-delivered CB and an additional
consideration in cash based on the resource estiofathe New Area, in total with a cap of
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HKD106,000,000, of which 50% will be paid upon tl@®mpany providing the resources
estimate report and the remaining 50% will be usedettle the licensing fee of the New Area
with the balance paid to the Company upon obtaitimegNew Mining Licence. The final and
total consideration for the 80% indirect equityengst in Tongxing will accordingly be capped to
HKD365,000,000. Based on the reduced considerati&®83.4 million (HKD259,000,000), the
Company shall have an estimated deferred gain .@f i$lion for the disposal of its 32% equity
interest in Tongxing, netting off the amount pagafdr the mining license fee, tax, stamp duty
and related payments of $26.8 million.

15. Outstanding Share Data

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

December 31, 2010 March 31, 2011 | June 22, 2011
Number of Common Shares 65,890,837 64,965,337 62,997,337
Outstanding
Options 2,519,400 2,516,000 2,516,000
Total Number of Common 68,410,237 67,481,337 65,513,337
Shares Fully Diluted

16. Risk factors

The mining business conducted by the Company igsuto a number of risks, including those
outlined below. These risk factors could materialfiect the Company’s future operating results
and could cause actual events to differ materitayn those described in the forward-looking
statements relating to the Company. Readers slataddoe aware that there are particular risks of
doing business in China, some of which are outlieldw.

(a) Metal prices

The profitability of the Company may be significlgraffected by changes in the market price of
metals. Metal prices fluctuate on a daily basis aredaffected by numerous factors beyond the
control of the Company. Interest rates, inflatiemchange rates and world supply of mineral
commodities can all cause fluctuations in the ntagkices for these metals. Such external
economic factors are in turn influenced by charigasternational economic growth patterns and
political developments.

The Company may apply its free cash balances talrntretding operations. These transactions
are by their very nature speculative and couldlt@s@obiMin suffering financial losses.

(b) Currency risks

The Company’s operating expenses and revenuesdpenations are in RMB, the main currency
used by the Company. Currently, the RMB is linkedhe US dollar by exchange rates managed
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through China’s central bank. Accordingly, exchamgée fluctuations with the RMB may
adversely affect the Company'’s financial positiom @perating results. The Company does not
currently engage in foreign currency hedging atiéisi

Under current regulations, there is no restrictionforeign exchange conversion of the RMB on
the current account, although any foreign excharagesaction on the capital account is subject to
prior approval from the State Administration of &gn Exchange (“SAFE”) or review by the
payment bank in accordance with regulations issne&AFE. However, even on the current
account the RMB is not a freely convertible curgen&oreign invested enterprises in China are
allowed to repatriate profit to their foreign pareor pay outstanding current account obligations
in foreign exchange but must present the propeumeatation to a designated foreign exchange
bank in order to do so. There is no guaranteeftmiatgn exchange control policies will not be
changed so as to require government approval twecbiRMB into foreign currency on the
current account. These limitations could affeet #bility of the Company to obtain foreign
exchange through debt or equity financing, or t@miobforeign exchange for capital expenditures.

(© Exploration, development and operating risks

The exploration and development of mineral depasitslves significant risks over a significant
period of time, which even with a combination ofefal evaluation, experience and knowledge
may not be eliminated. Few properties that areagepl are ultimately developed into producing
mines. Major expenditures may be required to estabhineral reserves through drilling, to
develop metallurgical processes and to develop rttieing and processing facilities and
infrastructure at any site chosen for mining. Nsuaance can be given that minerals will be
discovered in sufficient quantities to justify comwgial operations or that funds required for
development can be obtained on a timely basis. &dmomic viability of a mineral deposit
depends on many factors, including size, gradet obsoperations, metal prices, cost of
processing equipment, continuing access to smiltglities on acceptable terms, government
regulations, land tenure, and environmental pritecihe exact effect of these factors cannot be
measured but the combinations of these factorsimpgct the success of the Company’s mineral
exploration, development and acquisition activitieEyen after the commencement of mining
operations, such operations may be subject to dgkishazards such as environmental hazards,
industrial accidents, cave-ins, rock bursts, unusuainexpected geological formations, ground
control problems and flooding. The occurrence of ahthe foregoing could result in damage to
or destruction of mineral properties and productiadilities, personal injuries, environmental
damage, delays or interruptions of production, @ases in production costs, monetary losses,
legal liability and adverse government action.

It is not always possible to obtain insurance agjadtl such risks and the Company may decide
not to insure against certain risks because of lpgdmiums or other reasons. Should such
liabilities arise, they could reduce or eliminatey durther profitability and result in increasing
costs and a decline in the value of the securitidbe Company. The Company does not maintain
insurance against political or environmental risks.

The Company’s properties are generally located amHregion, a sector which has in the past

experienced seismic activity of six to seven onRiehter scale. Therefore, planning for mines
and infrastructures must consider seismicity indesign.
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The development of mining properties has inherisikisr The Company may not have sufficient
technical or financial resources to complete thgguts. Costs over-runs are common in mining
projects and may pose a risk for the Company.

(d) Uncertainty of ore reserve and resource estimates

For some of its properties, the Company may prejiarewn mineral reserves and resources
estimate only in accordance with the former Chinaidfry of Geological and Mineral Resources
(“CMGMR?”) classification system. The CMGMR classt#ition system is not compliant with the
Canadian Securities Administrators National Insganbh¥3-101. These figures are only estimates
and there cannot be any assurance given that tineagsd mineral reserves and resources will be
recovered or that they will be recovered at thegastimated. Mineral reserve and resource
estimates are determined based upon assumed cotynpoidies and operating costs. These
factors may in the future render certain mineraerees and resources unproductive and may
ultimately result in a significant reduction in eeges and resources.

(e) Capital reguirements

The Company does have limited financial resourgéthough the Company believes it will be

able to fund the development of its mineral praperthrough existing working capital, and a
combination of debt and equity, there can be narasse the Company will be able to raise
additional funding if needed. Failure to obtainisadditional funding could result in the delay or
indefinite postponement of the exploration and tlgyment of some of the Company’s properties.

() Risks relating to conducting business in China

The business operations of the Company are lodateahd the revenues of the Company are
derived from activities in, China. Accordingly,etlbusiness, financial condition and results of
operations of the Company could be significantld anlversely affected by economic, political
and social changes in China. Generally, China dsimmies favourable policies towards foreign
investments. However, there is no guarantee thatmupolicy trends and the existing economic
policy of China will not be changed. A change wligies in China could adversely affect the
Company.

(9) Dependence on Key Managerial Employees

The success of the Company is highly dependent thmeontinued services of a small number
of key managerial employees both in Canada andaChmtluding Mr. Felipe Tan, the Chief
Executive Officer of the Company and Mr. Zhang MiadDirector of the Company and General
Manager of the Chinese subsidiary. The Company doescurrently maintain key-man life
insurance policies on any member of managementorlowly, the loss of any of these
executives could have a material adverse effeth®Company.

(h) Competition

There is significant and increasing competitionhimitthe mining industry for the discovery and
acquisition of properties considered having commémmotential. The Company competes with
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other mining companies, some of which have grefaancial resources, and as a result, the
Company may not be able to acquire mineral intsrestterms it considers acceptable. As well,
the Company competes for the recruitment and reterdf qualified employees and other

personnel. The current economic growth in Chinathedcorresponding creation of a more liquid
market for skilled employees may lead to futurebpgms in retaining local Chinese management.
As a result of this competition, the Company may be able to acquire additional mineral

interests and hire or retain qualified personneltoprojects.
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