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INDEPENDENT AUDITOR'S REPORT

To the shareholders of GobiMin Inc.

We have audited the accompanying consolidated dinhstatements of GobiMin Inc., which comprise ttensolidated
balance sheets as at December 31, 2010 and 20@d3harconsolidated statements of income, compréremnscome,
changes in shareholders’ equity and cash flowsh®ryears then ended, and a summary of signif@eciunting policies
and other explanatory information.

Management's Responsibility for the Financial Statments

Management is responsible for the preparation aademtation of these consolidated financial statésnim accordance
with Canadian Generally Accepted Accounting Prilegp and for such internal control as managemetgrigénes is
necessary to enable the preparation of financ@bstents that are free from material misstatenveméther due to fraud
or error.

Auditor's Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsaWe conducted
our audits in accordance with Canadian generalbepied auditing standards. These standards retateve comply
with ethical requirements and plan and perform dhdit to obtain reasonable assurance about whétleefinancial

statements are free from material misstatement.

An audit involves performing procedures to obtaurdia evidence about the amounts and disclosurasanfinancial
statements. The procedures selected depend onuditers judgment, including the assessment ofriles of material
misstatement of the financial statements, whether t fraud or error. In making those risk assesssnehe auditor
considers internal control relevant to the entipysparation of the financial statements in ordeddsign audit procedures
that are appropriate in the circumstances, butforothe purpose of expressing an opinion on thecéiffeness of the
entity's internal control. An audit also includegakating the appropriateness of accounting pdiaised and the
reasonableness of accounting estimates made bygewmeat, as well as evaluating the presentatiorheffinancial
statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit opinion.
Opinion
In our opinion, the consolidated financial stateteepresent fairly, in all material respects, theaficial position of

GobiMin Inc. as at December 31, 2010 and 2009, thadresults of its operations and its cash flowstlie years then
ended, in accordance with Canadian Generally AeckAtcounting Principles.

=
W S ed
BDO Limited

Certified Public Accountants
April 19, 2011



GobiMin Inc.

Consolidated Balance Sheets

As at December 31, 2010 and 2009
(Expressed in United States Dollars)

2010 2009
$ $
ASSETS
Current
Cash and cash equivalents (Note 5) 37,959,529 73,350,405
Time deposit (Note 5) - 5,000,000
Silver bullion (Note 6) 9,549,403 -
Prepayments, deposits and other receivables (Note 7 21,041,394 6,638,779
Amount due from an investee company (Note 8) 3,631,270 -
Loan to a related party (Note 15 (e)) 15,173,745 -
Dividend receivable from an investee company - 39,200
Total current assets 87,355,341 85,028,384
Non-current
Mineral properties and equipment (Note 9) 4,667,886 1,127,567
Equity investments (Note 10) 8,210,447 2,675,844
Available-for-sale financial assets (Note 11) 223,174 -
Other financial assets (Note 12) 16,548,801 -
Amount due from an investee company (Note 8) 1,981,691 -
Amount due from related parties (Note 15) 1,893,564 1,572,148
Total non-current assets 33,525,563 5,375,559
Total assets 120,880,904 90,403,943
LIABILITIES
Current
Other payables and accrued liabilities (Note 14) 28,046,514 968,798
Deferred gain on disposal of equity investmentstéNial) 5,682,689 -
Total current liabilities 33,729,203 968,798
Total liabilities 33,729,203 968,798
Non-controlling interests (Note 16) 2,276,112 1,262,175
Commitments (Note 24)
SHAREHOLDERS' EQUITY
Share capital (Note 22(a)) 28,857,226 29,267,506
Contributed surplus (Note 22(c)) 5,506,759 5,604,073
Reserves (Note 23) 7,666 7,666
Retained earnings 46,266,614 50,638,277
Accumulated other comprehensive income (Note 26) 4,237,324 2,655,448
Total shareholders’ equity 84,875,589 88,172,970
Total liabilities and shareholders’ equity 120,880,904 90,403,943

See accompanying notes to the Consolidated Financial Statements

APPROVED BY THE BOARD

N

Fellpe Tan
Director

Hubert Marleau

Director



GobiMin Inc.

Consolidated Statements of Income

Years Ended December 31, 2010 and 2009
(Expressed in United States Dollars)

2010 2009
$ $
Revenue - 940,433
Cost of sales - (642,677)
Depreciation - (257,235)
Selling and distribution cost - (122,492)
Gross loss - (81,971)
Other revenue and gains (Note 17) 406,515 453,647
General and administrative expenses (3,440,917) (3,821,382)
Stock based compensation (Note 22(c)) (361,294) (396,158)
Equity (loss)/gain in investment (Note 10) (305,233) 104,918
Write-off of assets (Note 18) - (110,000)
Other operating expenses - (17,630)
Operating loss (3,700,929) (3,868,576)
Gain on deregistration / disposal of subsidiariésté 4) 142,102 31,386,886
Fair value gain on other financial assets (Note 19) 1,564,480 -
Interest expense - (32,785)
Loss on financial instrument - (58,897)
Exchange (loss)/gain (288,716) 2,079,954
(Losses)/earnings before tax and non-controllingrests (2,283,063) 29,506,582
Income tax (Note 21) - -
(Losses)/earnings before non-controlling interests (2,283,063) 29,506,582
Non-controlling interests (Note 16) - -
Net (losses)/earnings for the year (2,283,063) 29,506,582
(Losses)/earnings per shar@ote 22(f))
Basic (0.03) 0.43
Diluted (0.03) 0.42
Weighted average number of shares outstandin@Note 22(f)) Share Share
Basic 67,497,354 69,301,637
Diluted 67,497,354 69,687,972

See accompanying notes to the Consolidated Financial Statements



GobiMin Inc.

Consolidated Statements of Comprehensive Income
Years Ended December 31, 2010 and 2009
(Expressed in United States Dollars)

2010 2009
$ $
Net (losses)/earnings for the year (2,283,063) 29,506,582
Unrealized exchange gain on translation of
self-sustaining foreign operations 1,581,876 1,833,527
Release of exchange reserve in relation to the
disposal of subsidiaries - (4,597,973)
1,581,876 (2,764,446)
Comprehensive income (701,187) 26,742,136




GobiMin Inc.

Consolidated Statements of Changes in ShareholderSguity
Years Ended December 31, 2010 and 2009

(Expressed in United States Dollars)

2010 2009
$ $

Share Capital
Balance at beginning of year 29,267,506 29,918,738
Issued for option exercise (Note 22 (a)) 1,047,944 437,022
Share buy-back (Note 22 (a)) (1,458,224) (1,088,254)
Balance at end of year 28,857,226 29,267,506
Contributed Surplus
Balance at beginning of year 5,604,073 5,398,535
Options exercised (Note 22 (c)) (395,859) (166,264)
Share buy-back (Note 22 (c)) (62,749) (24,356)
Stock based compensation (Note 22 (c)) 361,294 396,158
Balance at end of year 5,506,759 5,604,073
Reserves
Balance at beginning of year 7,666 -
Current year reserves (Note 23) - 7,666
Balance at end of year 7,666 7,666
Retained Earnings
Balance at beginning of year 50,638,277 26,631,480
Net (losses)/earnings (2,283,063) 29,506,582
Charge from share buy-back (1,254,971) (669,780)
Transfer to general reserve (Note 23) - (7,666)
Dividend paid (Note 20) (833,629) (4,822,339)
Balance at end of year 46,266,614 50,638,277
Accumulated Other Comprehensive Income
Balance at beginning of year 2,655,448 5,419,894
Other comprehensive income (Note 26) 1,581,876 (2,764,446)
Balance at end of year 4,237,324 2,655,448

See accompanying notes to the Consolidated Financial Statements



GobiMin Inc.

Consolidated Statements of Cash Flows
Years Ended December 31, 2010 and 2009
(Expressed in United States Dollars)

2010 2009
$ $
Cash flows (used in) from operating activities
Net (losses)/earnings for the year (2,283,063) 29,506,582
Adjustments for items not involving cash:
- Depreciation - 257,235
- Amortization in general and administrative expes 274,963 626,240
- Stock based compensation 361,294 396,158
- Exchange loss / (gain) 288,716 (2,079,954)
- Fair value gain on other financial assets (N (1,564,480) -
- Write-off of assets (Note 18) - 110,000
- Equity loss / (gain) in investment (Note 10) 305,233 (104,918)
- Gain on deregistration / disposal of subsidsuiNote 4) (142,102) (31,386,886)
(2,759,439) (2,675,543)
Change in non-cash working capital items:
- Prepayments, deposits and other receivables (2,732,757) (5,935,828)
- Amount due from related parties (265,749) (1,138,526)
- Other payables and accrued liabilities 279,276 452,155
- Derivative financial instrument liabilities - (94,014)
Net cash used in operating activities (5,478,669) (9,391,756)
Cash flows from (used in) financing activities
Shares issued for cash from option exercise 652,085 270,761
Capital contribution to subsidiary by non-contnodjiinterests 1,138,031 1,099,326
Share buy-back (Note 22(d)) (2,775,944) (1,782,390)
Repayment from a former subsidiary - 2,280,337
Dividend paid (Note 20) (833,629) (4,822,339)
Net cash used in financing activities (1,819,457) (2,954,305)
Cash flows from (used in) investing activities
Purchase of mineral properties and equipment (3,807,354) (1,019,268)
Proceed from disposal of a motor vehicle 2,152 -
Dividend received 39,200 -
Purchase of other financial assets (827,307) -
Amount due from an investee company (15,162,364) -
Loan to a related party (Note 15 (e)) (15,173,745) -
Acquisition of equity investment (6,862,785) -
Disposal of equity interest of subsidiaries (Noe 4 - 36,961,595
Equity investments in joint ventures / investee pames - (7,677)
Release of restricted cash - 489,960
Uplift / (placing) of time deposit (Note 5) 5,000,000 (5,000,000)
Deposit received from disposal of equity investraghtote 14) 7,722,008 -
Net cash (used in) from investing activities (2970,195) 31,424,610
(Decrease) / increase in cash and cash equivalents (36,368,321) 19,078,549
Effect of foreign exchange rate changes on cash ‘B345 654,783
Cash and cash equivalents at beginning of year B50,405 53,617,073
Cash and cash equivalents at end of year 37,959,529 73,350,405
Supplementary cash flow information
Interest received 211,978 403,121
Realized forward contract loss - 58,897

See accompanying notes to the Consolidated Financial Statements



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009

(Expressed in United States Dollars)

1.

NATURE OF OPERATIONS

GobiMin Inc., together with its subsidiaries (caligely referred to herein as the “Company” or “@dm”), is
engaged in the development, exploration and extloit of mineral properties, mainly in the Xinjiathdgygur
Autonomous Region (“Xinjiang”) of the People’s Réfia of China (“China”).

In 2009, GobiMin acquired an equity interest of 7@6Xinjiang Tongyuan Minerals Ltd. (“Tongyuan”) rfo
development of the Sawayaerdun Gold Project inixingj, China and a 49% equity interest in China iBi@t
Material Limited (“China Precision”) which is primally engaged in metal trading, predominantly esilv

On February 9, 2010, through the acquisition 09%4quity interest in Hami Coal Corporation, forimémown
as Fortune Aspect Limited (“Hami Coal”), GobiMincagred an indirect equity interest of 24.49% in iBah
Yinxin Minerals Investments Limited (“Balikun Yinmf) for the development of the Balikun Coal Projéct
Xinjiang, China through Xinjiang Ruide Mining Lineitl (“Ruide”).

GobiMin owns a 50% equity interest in a joint vewtuXinjiang Xinya Minerals Ltd. (“Xinya”), and a8 equity
interest in each of three joint ventures, Xinjiagngde Minerals Ltd., Xinjiang Tongan Minerals Ltand
Xinjiang Tianhong Minerals Ltd., to engage in explion of nickel, copper, gold, lead and zinc petgein
Xinjiang, China.

GobiMin formerly owned a 40% indirect equity intstén another joint venture, Xinjiang Tongxing Miaés
Limited (“Tongxing”), which is engaged in explorati and development of the Yanxi Copper Propertybidm
has completed the disposal of a 32% equity intéretite Yanxi Copper Property on July 22, 2010airehg an
8% indirect unlisted equity interest.

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING PO LICIES

The consolidated financial statements have begmaped by management in accordance with Canadiagragn
accepted accounting principles under the followpodicies:

a) Principles of Consolidation:

These consolidated financial statements includeowts of GobiMin and all of its subsidiaries. All
significant inter-company transactions and balarcesliminated.

b) Foreign currency translation:
The Company’s self-sustaining foreign subsidiades translated using the current rate method. Bketa

and liabilities of foreign subsidiaries are tratsthinto US dollars at year-end exchange rateseiRey and
expenses are translated into US dollars at theageeexchange rates of the year. The resultinglatios

difference is included in the accumulated other pahensive income account. The Company’s integrated

foreign subsidiaries are translated using the teaipuethod. Monetary assets and liabilities of sforkign
subsidiaries are translated into US dollars at-gear exchange rates. Non monetary assets andtiegbdre
translated into US dollars at historical rates. &me and expenses are translated into US dollatiseat
average exchange rates of the year. The resuftinglation difference is included in the operatiesults.

¢) Cash and cash equivalents:

Cash and cash equivalents consist of cash andyHighld money market instruments with maturitidgtree
months or less.

d) Mineral properties:

Included in mineral properties are property, pkamd equipment, and exploration costs.



GobiMin Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009

(Expressed in United States Dollars)

)

Property, plant and equipment are recorded at é»spreciation and amortization is computed usirg th
straight-line method with an estimated residualigadf O - 5%. The annual depreciation or amortiratates
are as follows:

Buildings: 4.75% - 33.3%

Leasehold improvement: 33.3%
Production equipment: 9.5% - 19%
Transportation equipment: 11.88% - 25%
Other equipment: 11.88% - 19%

For the new mill plant and shafts, the Company westnations of the buildings’ service lives andideal
value to calculate the depreciation expenses. @hger of buildings’ depreciation rates is from 4.7%8%
33.3%.

Construction in progress is stated at cost lessimpairment loss, and is not depreciated. It cosgwithe
direct costs of construction. Construction in pesgris reclassified to the appropriate categoffixetl assets
when completed and ready for use.

Exploration costs are stated at cost less any inmeaat loss. It comprises the direct costs of exgilon work

on mineral properties prior to the development. dpommencement of commercial production of mineral
properties, exploration costs are amortized overmtine’s estimated life using the straight-line moet with

nil residual value.

Mineral properties are stated at cost less accuetulamortization and any impairment loss. The adst
mining rights is amortized on the straight-line ibasver their estimated useful lives of 5-10 yeadmeral
properties are tested for impairment whenever eventircumstances indicate that a carrying amaousng
not be recoverable. An impairment loss would ®gaized when the carrying amount of an asset elscee
the estimated undiscounted cash flows used in m@targ the fair value of the assets. The amourthef
impairment loss is calculated by the excess ofassets carrying value over its fair value. Faiusas
determined using a discounted cash flow analysis.

Income taxes:

The Company uses the liability method of tax altmsafor accounting for income taxes. Under thdility
method of tax allocation, future tax assets antilitees are determined based on differences batvibe
financial reporting and tax basis of assets ardlliis and are measured using the substantivedted tax
rates and laws that will be in effect when theeati#hces are expected to reverse. The amount eéfutcome
tax assets recognized is limited to the amountighatore likely than not to be recognized.

Stock based compensation expense:

The fair value of stock options is estimated atdhent date using the Black-Scholes Option Priditagel.

This model requires the input of a number of asgiomg, including expected dividend yields, expedtxtk
price volatility, expected time until exercise aigk-free interest rates. Although the assumptiosed reflect
management’s best estimates, they involve inheoecertainties based on market conditions generally
outside of the control of the Company. If otherussptions are used, stock option expense could be
significantly impacted. As stock options are exeedi proceeds received on exercise are creditstiaie
capital.

Revenue recognition:

Revenue from the sale of nickel concentrate isgrized when risk and title pass to the customerptiice is
fixed and determinable and collection of the prosess reasonably assured. The passing of title reshd
occurs based on the terms of the off-take contiidw. price is based on the formula in the off-takatract
that includes average listed price of the custoanerthe price factor decided by the grade leveboicentrate.



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009

(Expressed in United States Dollars)

h) Earnings per share:

The calculation of earnings per share is basedhenweighted average number of shares issued and
outstanding. Diluted earnings per share are cakdlasing the treasury stock method which incluithes
effect of the exercise of dilutive elements.

i) Use of estimates:

The preparation of these consolidated financigkestants in conformity with Canadian generally ateep
accounting principles requires management to makienates and assumptions that may affect the regort
amounts of assets and liabilities at the date @ttnsolidated financial statements and the reg@meount of
revenue and expense during the reporting periotlacesults could differ from these estimatesnBicant
estimates and assumptions are used when accodiotitgms such as impairment of assets, deternunaif
estimated useful lives of mineral properties armpprty and equipment, asset retirement obligafainyalue

of convertible bonds and stock based compensatipense.

j) Asset retirement obligation:

The Company recognizes the fair value of liabiitier asset retirement obligations in the periodvhich

they are incurred and in which a reasonable estinofitsuch costs can be made. The asset retirement
obligation is recorded as a liability with a copeading increase to the carrying amount of thetedlasset

and depreciated over the life of the asset. Owee,tithe liability is increased to reflect an intrelement
(accretion expenses) considered in its initial raezment at fair value. All the mine sites are isatéarea in
Northern China and management believes that thditjaafter the mine site retirement is immateri@he
amount of the liability will be subject to re-measment at each reporting period. It is possibld tha
Company’s estimates of its ultimate mine site eatient liabilities could change as a result of cleanig
regulations, the extent of environmental remediatequired, the means of reclamation or the cdshates.
Changes in estimates are accounted for prospecfiagh the period the estimate is revised.

The Company has not recorded a liability for itsedsetirement obligations.
k) Financial instruments:

Financial assets and financial liabilities, inchugliderivatives, are recognized when the Compangrhes a
party to the contractual provisions of the finahamstrument. All financial instruments are measled fair
value on initial recognition. Measurement in sulsad periods depends on whether the financialunstnt
has been classified as held-for-trading, availddesale, held-to-maturity, loans and receivablasother
financial liabilities.

Financial assets and financial liabilities held-fiarding are measured at fair value with changdtase fair
values recognized in earnings. Loans and receigabla other financial liabilities are measuredrabrtized
cost and are amortized using the effective intenasthod. Available-for-sale financial assets, gleaied
based on the criteria that management does not thelse for the purposes of trading, are presensed a
investments and measured at cost less any idehiffipairment loss as they are unlisted investmantsthe

fair value of which cannot be reliably measured.

The Company has made the following classifications:

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

e The 8% indirect unlisted equity interest in Tongxiare classified as “available-for-sales” and are
measured at cost less impairment, if any.

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



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009

(Expressed in United States Dollars)

e Prepayments, deposits and other receivables, antuenfrom related parties and investee company,
loan to a related party are classified as “loartsrageivables” and are recorded at amortized wdsth
upon their initial measurement is equal to their falue. Subsequent measurements are recorded at
amortized cost using the effective interest method.

e  Other payables and accrued liabilities are classifas “other financial liabilities” and are initial
measured at their fair value. Subsequent measuterasmrecorded at amortized cost using the efiecti
interest method.

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

[) Silver bullion:
Silver bullion is classified as other asset and/disie as at year end is stated at the future ctiethrice.
m) Proportionate consolidation:

For a venture that the Company and the other gdntge joint control over and share both benefitsrisks,

the Company accounts for its interest in this jomenture by proportionate consolidation, wherebg th

Company’s pro rata share of each of the assetslities, revenues and expenses that are subjefdirid

control is combined on a line-by-line basis wittngar items in the Company’s financial statements.

n) Equity investment:

Investments in shares of incorporated companieshioh the Company’s ownership is greater than 20f6

no more than 50% and significant influence is pnesare accounted for by the equity method. The o

accounts for its investment by the equity basisjclwvhs carried at cost, adjusted for the Company’s

proportionate share of the undistributed earnimgtslasses and reserves.

3. CHANGES IN SIGNIFICANT ACCOUNTING POLICIES
Future Accounting Changes
Canadian public companies will be required to prepheir financial statements in accordance witerimational
Financial Reporting Standards (“IFRS"), as issugdhe International Accounting Standards Board 8BY), for
financial years beginning on or after January 1,120Effective January 1, 2011, the Company wid@dFRS as
the basis for preparing its consolidated finanstatements. The Company will issue its financiautes for the
quarter ended March 31, 2011 prepared on an IFR® lamd provide comparative data on an IFRS basis a
required.

4, GAIN ON DEREGISTRATION / DISPOSAL OF SUBSIDIARIES

For the year ended December 31, 2010

During the year, four of the subsidiaries of GohiMvere being deregistered (together referred asefstered
Companies”). Since the Deregistered Companies ®aléir net liabilities, a gain of $142,102 wasuksd from
deregistration during the year.

For the year ended December 31, 201
$

Net liabilities of the Deregistered Companies aderkgistration date (142,102)

Gain on deregistration of subsidiaries 142,102

Consideration from deregistration -




GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009

(Expressed i

n United States Dollars)

For the year ended December 31, 2009

On November 23, 2008, the Board of Directors of @menpany approved the agreements for the dispdgshko
Company’s equity interests in Xinjiang Yakesi Reses Co. Ltd (“Yakesi”) and Hami Jubao Resources|@d
(“Jubao”) and by February 11, 2009, the agreemfamtshe disposal of the equity interest in Yakesd alubao

were

approved by the Chinese government. The satak proceeds received by the Company are appatedim

$72.2 million (RMB492 million). The final installnmts and dividends, net of tax payment, of approsefye537.0
million (RMB254 million) were received by the Compeduring the year ended December 31, 2009.

For the year ended December 31, 2009
$
Net assets disposed of as at February 11, 2009 40,777,447
Gain on disposal of subsidiaries 31,386,886
Consideration from disposal 72,164,333
Proceeds from disposal of equity interest in subsiek:
Consideration from disposal 72,164,333
Deposits received in 2008 (36,082,093)
Effect of foreign exchange rate changes ing200 (73)
Final installments received 36,082,167
Dividends received from discontinued operations 6,429,449
Withholding and other tax paid to local tax bureau (5,550,021)
36,961,595

5. CASH AND CASH EQUIVALENTS AND TIME DEPOSIT

Cash

and cash equivalents at December 31, 20lL@écash in different locations as follows:

Bank location Denominated Currency Amount US$ Equivalent

Cash and cash equivalents

Canada CAD 267,621 269,343
Hong Kong HKD 276,860,901 35,632,034
China RMB 13,563,903 2,058,152
Total 37,959,529

Cash

and cash equivalents and time deposit atmileere31, 2009 include cash in different locationgadlows:

Bank location Denominated Currency Amount US$ Equivalent

Cash and cash equivalents

Canada CAD 232,549 222,200
Hong Kong HKD 524,701,382 67,701,657
China RMB 37,020,451 5,426,342
Indonesia IDR 1,937,389 206

73,350,405

Time deposit:

Hong Kong HKD 38,751,003 5,000,000

Total 78,350,405

-10-



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009
(Expressed in United States Dollars)

The RMB is not freely convertible into other curcees. However, under China’s Foreign Exchange 1@bnt
Regulations and Administration of Settlement, Sald Payment of Foreign Exchange Regulations, thepaay
is permitted to exchange RMB for other currenci@eugh banks authorized to conduct foreign exchémginess.

The fair market values of cash and cash equivalgpproximate their carrying values at the respegtéar end.

6. SILVER BULLION

The silver bullion represents the repayments frohin& Precision at the year end and was covered fixed
future redemption commitment from China Precision the same amount at which the silver bullion was
transferred to the Company for repayment of thedoahccordingly, the Company is not exposed to dAsly
arising from subsequent movement in the priceleési

7. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

As at December 31, 2010, other than the prepayofestpenses and rental deposit, the balance ofpmeents,
deposits and other receivables are mainly contibby the following deposits and receivables.

On September 15, 2009, the Company entered int@agaeement to participate in the development of the
Sawayaerdun Gold Project by forming a joint ventdirengyuan in which GobiMin owned a 70% equity ietd.

As at December 31, 2010, $6,069,498 (RMB40,000,0@8)been paid by Tongyuan as deposit for obtaithiag
exploration and mining license of Sawayaerdun Ptgg&ee note 24).

Pursuant to the share transfer agreement datedLdulg010, GobiMin disposed of a 32% equity interashe
Yanxi Copper Property on July 22, 2010 while GoliiMiwned a remaining 8% indirect unlisted equitgiast in
the Yanxi Copper Property for a total consideratdr$33,333,333 (HKD259,000,000). The Company nesgbi
the cash consideration totaling $7,722,007 (HKD60,000) and the first lot of convertible bonds liog
$14,157,014 (HKD110,000,000). The remaining cornbkrt bonds for the amount of $11,454,311
(HKD89,000,000) are to be received upon fulfiimearitthe various conditions set out in the share sfien
agreement and the supplemental agreement thereofhansuccessful granting of mining licence of Wanxi
Copper Property. The remaining convertible bondse received are classified as other receivables.

8. AMOUNT DUE FROM AN INVESTEE COMPANY

The current portion of amount due from an investmpany of $3,631,270 (December 31, 2009: $ ndjasents
an advance to China Precision in which the Comgasyan equity interest of 49%. Such amount isaured,
non-interest bearing, and without fixed repaymentns.

The non-current portion of the amount due from avestee company is the unsecured, non-interesingear
shareholder loan totaling $1,981,691 (RMB13,060)G@vanced to Faithful Million Limited, in which ®iMin
owns an indirect equity interest of 49%. The loaasvarranged to finance the development of the BaliRoal
Project in Xinjiang.

-11-



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009
(Expressed in United States Dollars)

9.

10.

11.

12.

MINERAL PROPERTIES AND EQUIPMENT

Accumulatel

Amortization, Net
Cos Written off Book Value
$ $ $

December 31, 2010
Buildings 3,089,129 (174,795) 2,914,334
Furniture, equipment and motor vehicles 1,204,349 (434,058) 770,291
Mineral exploration rights 983,261 - 983,261
5,276,739 (608,853) 4,667,886

December 31, 2009
Buildings 121,445 (64,096) 57,349
Furniture, equipment and motor vehicles 895,242 (321,111) 574,131
Mineral exploration rights 496,087 - 496,087
1,512,774 (385,207) 1,127,567

EQUITY INVESTMENTS

Equity investments represent the Company’s equitgrésts of (1) 40% in each of the three joint uesg for
exploration of nickel, copper, gold, lead and zimgjects in Xinjiang, China; (2) 49% in China Heéen which is
engaged in metal trading, predominately silver; §3)d49% in Hami Coal for the development of thdilgm
Coal Project in Xinjiang, China. Please also sete ri5(e) for the second installment of consideratbf
$15,173,145 (RMB100,000,000) payable for the Balikloal Project.

GobiMin formerly owned a 40% indirect equity intsten Tongxing which is engaged in exploration and
development of the Yanxi Copper Property. GobiMas ltompleted the disposal of a 32% equity intdretitte
Yanxi Copper Property on July 22, 2010, retaining&b indirect unlisted equity interest which isctassified as
available-for-sales financial assets as mentionette 11.

The Company accounts for its investments on thetyedasis, which is carried at cost, adjusted foe t
Company’s proportionate share of the undistrib@aihings and losses of all the above joint ventubesing the
year ended December 31, 2010, the Company rec&8@8233 equity loss (2009: $104,918 equity gamjtee
investments.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

The Company formerly owned 40% indirect equity ieg in Tongxing which is engaged in exploratior an
development of the Yanxi Copper Property. The Camidzgas completed the disposal of a 32% equity éstein
the Yanxi Copper Property on July 22, 2010 andréimeaining 8% indirect unlisted equity interest iongxing is
classified as available-for-sale financial ass&isice the equity interest in Tongxing does not havguoted
market price in an active market and its fair vatamnot be reliably measured, it is measured dtless any
identified impairment loss.

OTHER FINANCIAL ASSETS
Part of these financial assets represents the dilsieebonds of $14.2 million (HKD110,000,000) issuby China

Daye Non-Ferrous Metals Mining Limited (“China Ddyas partial payment of the consideration for digposal
of the 32% equity interest in the Yanxi Copper Rrbpas mentioned in note 14. The convertible bardsstated
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(Expressed in United States Dollars)

at $15,721,494 (HKD122,156,012) as at year enddasethe fair value as determined by an independent
professional valuer.

The remaining balance of $0.8 million represents libld-to-maturity listed debentures held by then@any at
year end.

13. INTEREST IN JOINT VENTURE

In 2006, GobiMin formed a joint venture, Xinya, iKinjiang Huaxin Minerals Ltd (“Huaxin”). GobiMirand
Huaxin each holds a 50% interest in Xinya by injert$136,910 (RMB 1 million) cash into the jointntare as
share capital. The joint venture is formed for mgnexploration and development in northwest Chim&2008, the
Company and Huaxin increased the paid-in capitXiifrya by injecting $598,694 (RMB 4 million) respiaely.

The Company adopts the proportionate consolidatiethod to account for its interest in Xinya. Thenpany’s
proportionate share of its interest in and resuttsn the joint venture as at and for the year endedember 31,
2010 are as follows:

2010 2009
$ $

Cash and cash equivalents 516,751 498,503
Intangible assets — exploration right 206,689 205,792
Fixed assets 506 654
Other receivables 1,808 192
Other payables (144) (4,648)
Net assets 725,610 700,493
2010 2009
$ $
General and administration expenses (454) (2,670)
Net cash from/(used in) operating activities 697 (42,731)
Net cash used in financing activities - -
Net cash used in investing activities - (19,210)
Effect of foreign exchange rate changes ornCas 17,551 2,565

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

Pursuant to the share transfer agreement datedldu3010 and the supplemental agreement datednibere30
2010, GobiMin disposed of a 32% equity interesthie Yanxi Copper Property on July 22, 2010 whilgireng
an 8% indirect unlisted equity interest. The Comphas received all the cash consideration anditbeldt of
convertible bonds. The application for mining liserof the Yanxi Copper Property is in the proceafter the
mining license of the Yanxi Copper Property is gean the Company shall receive the final lot of vamntible
bonds. Pursuant to the said agreements, shouldnthing license not be granted by August 31, 20h#, t
Company guarantees to refund to the buyer all tinsideration received and in return, the buyerl staisfer the
interest in the Yanxi Copper Property back to tlen@any.

The deferred gain on disposal of the 32% equitgradt in the Yanxi Copper Property of $5.7 milli@presents
the cash received of $7.7 million, convertible bemdceived of $14.2 million, convertible bonds reable of
$11.5 million, netting off the share of assets &3ume 21, 2010 of $0.9 million and those payables accrued
liabilities as follows:
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15.

16.

17.

18.

Other Payables and Accrued Liabilities

As at December 31, 2010, the balance of other payadnd accrued liabilities are mainly contributedthe
payable for the mining license fee, tax, stamp duy related payments of $26.8 million arising lo disposal of
the Yanxi Copper Property.

RELATED PARTY TRANSACTIONS AND BALANCES

a) No amount (2009: $83,484) was due from relatedigmmpertaining to receivables from Tongxing for
Canadian consulting services on its exploratiofguts.

b) Amount due from related parties of $401,012 (20R®89,338) pertains to receivables from Tongxing for
Chinese exploration services on its explorationgmts.

¢) Amount due from related parties of $1,172,993 (20RB099,326) pertains to receivables from minority
shareholders of Tongyuan for Chinese exploratiovides on its current exploration projects.

d) Tongyuan has paid a deposit of $319,559 (2009:tmil}s minority shareholders for exploration seed to
the Sawayaerdun Gold Project.

e) The Company advanced an interest bearing loan“(iten”) totaling $15,173,745 (RMB100,000,000) to a
minority shareholder of the Company’s investee camigs, Ruide and Balikun Yinxin, pursuant to the
agreements in respect of the acquisition of th@aet equity interest of 24.49% in the Balikun C&abject
in Xinjiang. The Loan is secured against a pledlgthe equity interests of a mining company whietmns a
nickel-copper project in Hami, Xinjiang. Pursuant the said agreements, a second installment of the
acquisition consideration of $15,173,145 (RMB100,000) is payable to the vendor upon receipt of an
approval from National Development & Reform Comnuas(“NDRC Approval”) to be obtained by Balikun
Yinxin on or before September 30, 2011. Upon rdcefghe NDRC Approval, the payment of the second
installment will be settled by offsetting with thean.

The transactions with related parties are measairédide exchange amount, which is the amount ofiderstion

established and agreed by the parties. Exceptdor (e), the balances with related parties areaumed and non-
interest bearing without fixed repayment term.

NON-CONTROLLING INTERESTS

Non-controlling interests represent the 30% (2089%) equity interest in Tongyuan held by minority
shareholders.

OTHER REVENUE AND GAINS

The Company recognized $406,515 (2009: $453,64®raevenue and gains in 2010, of which $211,908%2
$403,121) represents interest income. The remajmimgon of other revenue and gains represente@lrexcome
from the office building in Xinjiang and sales ofretor vehicle during 2010.

WRITE-OFF OF ASSETS

During 2009, GobiMin wrote off $110,000 depositg&r exploration assets in Indonesia exploratiorjqzt, as

the Company has lost contact with the local paftgrahe local earthquake and the management leeli¢ve
amount was not collectible. There was no suchevaft of assets for the year ended December 310.201
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19. FAIR VALUE GAIN ON OTHER FINANCIAL ASSETS

The fair value gain represents the change in fainey of the convertible bonds as at year end asrdated by an
independent professional valuer.

20. DIVIDEND PAID

In June 2010, GobiMin paid an annual dividend ofBDA0125 per share for $833,629 (2009: $4,822,389) i
accordance with the Company’s dividend policy aB82annual performance.

21. INCOME TAX

No provision for Canada and Hong Kong Income taxlheen made as the Company has no estimated ddsessa
profits in either Canada or Hong Kong during thargeended December 31, 2009 and 2010. There islaizd
future tax asset recognized either, as managenadietves that the operating loss in Canada and H&my is
unlikely to be recovered in future years.

On March 16, 2007, the National People’s CongrB$33) of China approved the new Corporation Incorag T
Law, which became effective on January 1, 2008. mée law establishes a unified 25% tax rate forhbot
domestic enterprises and foreign invested enterpriShe new law will only be applicable to Yakesdalubao
after the expiry of their current tax policy.

The Company’s provision for income taxes reportéfferd from the amounts computed by applying the
cumulative Canadian federal and provincial incomerttes to the (losses) / earnings before taxatsos result of

the following:
2010 2009
$ $
(Losses) / earnings before tax (2,283,063) 29,506,58
Statutory tax rates 31% 33%
Tax charged at statutory tax rates (707,749) 9,737,17
Tax rate differential 239,431 (4,879,19)
Permanent difference 402,589 (6,715,288
Loss expiry - 50,19¢
Change in valuation allowance 65,729 1,807,07

Tax expense

Losses carry forwards and other temporary diffegeribat give rise to future income tax assetsilfligs) as at

December 31, 2010 and 2009 are as follows:

2010 2009

$ $

Canadian tax loss carry forwards 1,237,577 1,106,84!
Unclaimed share issue costs 47,581 130,73
1,285,158 1,237,57

Valuation allowance (1,285,158) (1,237,577

Future income tax assets
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At December 31, 2010, the Company had accumulatedcapital losses for Canadian income tax purpdse o

approximately $4,737,539 which will expire betwe&11 and 2030.

22. SHARE CAPITAL, WARRANTS AND STOCK OPTIONS

a) Common Shares

Numbe| Amount
Authorized: $
Unlimited number of common shares
Issued and outstanding:
Balance, December 31, 2008 70,324,402 29,918,738
Shares issued for option exercise 490,200 437,022
Shares bought back and cancelled (2,557,300) (1,088,254)
Balance, December 31, 2009 68,257,302 29,267,506
Shares issued for option exercise 1,046,400 1,047,944
Shares bought back and cancelled (3,412,865) (1,458,224)
Balance, December 31, 2010 65,890,837 28,857,226
b) Preferred Shares
GobiMin did not issue or authorize any preferredrsifor 2009 and 2010.
c) Contributed Surplus
Amount
$
Balance, December 31, 2008 5,398,535
Charge from share buy-back (24,356)
Options exercised (166,264)
Stock-based compensation expense 396,158
Balance, December 31, 2009 5,604,073
Charge from share buy-back (62,749)
Options exercised (395,859)
Stock-based compensation expense 361,294
Balance, December 31, 2010 5,506,759

d) Normal Course Issuer Bid

On January 26, 2010, GobiMin announced that inidéel to renew its normal course issuer bid to r&mase

some of its common shares on the TSX Venture Exghaihe Company intends to acquire up to an
additional 3,412,865 common shares, representipgoajmately 5% of the then common shares outstandin
Purchases are expected to be made in accordarttapyticable regulations over a maximum period &f 1
months ending January 31, 2011. Up to December2810, a total of 3,412,865 common shares were
repurchased for an aggregate cost of $2,775,94DQ341,753). All shares repurchased are returped t

treasury for cancellation.
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e) Stock Options

On May 26, 2005, the Company adopted a resoluttaralling all of its outstanding stock option plarsi
creating a new stock option plan to grant optiangs employees, directors and officers to purclasamon
shares. A number of 6,700,000 (2009: 6,700,000)necomshares were reserved for issuance pursuahéto t
exercise of options to be granted under the plan.

A summary of the status of the Company’s stockaspfilan as of December 31, 2010, and changes during
the year is presented below:

2010 2009

Number of Weighted Average Weighted Averag
Options Exercise Price Number of Options  Exercise Price

$ $

Outstanding, beginning of year 3,256,400 1.7¢ 4,398,00 1.72

Issued on February 12, 2009 - - 50,000 0.71

Issued on July 7, 2010 1,309,000 0.7¢ - -

Forfeited (999,600) 3.30 (701,400) 2.24
Exercised (1,046,400) 0.55 (490,200) 0.55
Outstanding, end of year 2,519,400 1.14 3,256,400 1.76

The following table summarizes the employee stquioos outstanding and exercisable at Decembe2(BlQ:

Weightec Weightec  Weighted
Number o Average Weightec Number o Average Average
Exercist Exercise Options Remaining Average Options Remaining Exercise
Price Price  Outstanding Contractual Life Exercise Price Exercisable Contractual Life Price
CAD $ (Years) $ (Years) $
1.85 1.66 150,000 0.49 1.66 150,000 0.49 1.66
3.60 3.61 196,000 1.59 3.61 156,800 1.59 3.61
1.10 1.06 770,000 0.67 1.06 770,000 0.67 1.06
1.10 1.06 100,800 2.67 1.06 61,200 2.67 1.06
0.79 0.76 1,000,000 2.50 0.76 - 2.50 0.76
0.79 0.76 302,600 4.50 0.76 - 4.50 0.76
2,519,40 2.00 1.14 1,138,000 0.88 1.49

Stock Based Compensation

In 2010, the weighted average fair value of optignanted amounted to $0.27 (2009: $0.28) per opfidre
Company determines fair value of the employee stymtions using the Black-Scholes option pricing elodin
determining the fair value of these employee stmations, the following assumptions were used:

2010 2009
Risk free interest rate: 1.01% 0.58%
Expected life: 1-5 years 1 year
Expected volatility: 48% 113%
Dividend yield: 0-1% 0-1%

-17-



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2010 and 2009

(Expressed in United States Dollars)

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

For the year ended

December 31, 2010

December 31, 2009

Net (losses)/earnings available to shareholders

Basic and diluted ($2,283,063) $29,506,582
Weighted average shares outstanding

Basic 67,497,354 69,301,637

Effect of dilutive stock options and warrants - 386,335

Diluted 67,497,354 69,687,972

(Losses) / earnings per share (basic) ($0.03) $0.43

(Losses) / earnings per share (diluted) ($0.03) $0.42

During 2010, there was no movement in reservesewtdt earnings of $7,666 of the Company’s subsahan

As at December 31, 2010, there are approximate[®88,997 (2009: $3,592,097) in capital commitmeimés the

On September 10, 2009, the wholly owned subsidi@r@obiMin, Xinjiang Weifu Mining Limited, enterehto

an agreement with Xinjiang Baodi Mining Company angubsidiary of Brigade No. 2 of Xinjiang Bureau o
Geology and Mineral Resources to form a joint vemteompany, Tongyuan, for the development of the
Sawayaerdun Gold Project in Xinjiang, China. GolniMgreed to invest $7,328,844 (RMB50,000,000) shda
Tongyuan for its 70% equity interest. The consitierafor acquiring the exploration and mining lisenof the
Sawayaerdun Gold Property is $6,669,247 (RMB45(), and Tongyuan has paid a deposit of $6,069,498
(RMB40,000,000) as at December 31, 2010. The ranmicommitment of $834,556 (RMB5,500,000) will be
paid based on the progress on the transfer ofplemation and mining licenses to Tongyuan.

On April 7, 2010, Tongyuan entered into an agredrf@mexploration service relating to the Sawayaer&old
Project. The contracted amount is $674,254 (RMB2,@10) and Tongyuan has paid a deposit of $319,559
(RMB2,106,000) as at December 31, 2010. The remgicommitment is $378,433 (RMB2,494,000).

The Company has approximately $72,008 (2009: $34§,82maining commitment in the operating leasetsof

23. RESERVES
China were transferred to general reserve in 2009.
24. COMMITMENTS
Company had contracted, but not provided for.
Hong Kong and Canada offices.
25. SEGMENTED INFORMATION

The Company conducted its business as a singleatipgrsegment, being the development, exploratioth a
exploitation of mineral properties. It has no miaieoperation after the disposal of the two opeasubsidiaries

in February 2009 (see note 4). All mineral propéntgrests and capital assets were located in CBiefore the
disposal, all of the Company’s revenues were ddrifrem China sources and the Company had only one
customer during the period covered by the relatetsalidated financial statements.
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26. ACCUMULATED OTHER COMPREHENSIVE INCOME

As at December 31, 2010, accumulated other compséreincome represents net unrealized exchangeagai
translation of self-sustaining foreign operations.

27. FINANCIAL INSTRUMENTS

Under Canadian generally accepted accounting i all financial instruments must be classifiatb a
defined category, namely, held-to-maturity investtee held-for-trading financial assets or finandiabilities,

loans and receivables, available-for-sale finargsslets, and other financial liabilities. The cagyalues of the
Company’s financial instruments are classified ihi® following categories:

2010 2009
$ $
Held-for-trading (a) 53,681,023 78,350,405
Loans and receivables (b) 43,721,664 1,572,148
Held-to-maturity (c) 827,307 -
Available-for-sale (d) 223,174 -
Other financial liabilities (e) 28,046,514 968,798

(a) Cash and cash equivalents, time deposit and cadbleebionds received are measured at fair value.

(b) Amount due from an investee company, amount dua fedated parties, loan to a related party, prepats
deposits and other receivables are measured atiaatbcost.

(c) The listed debentures are measured at amortizéd cos

(d) The 8% indirect unlisted equity interest in Tongxia measured at cost less impairment lossesyif an

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

Fair value of financial instruments

The fair value of financial instruments represethts amounts that would have been received fromaid o

counterparties to settle these instruments. The/iogramount of all financial instruments clasgifias current
approximates their fair value because of the stmaturities and normal trade terms of these instnimél he fair
value of other financial instruments disclosedhia tinancial statements are based on the Compaegtsestimates
using present value, quoted market prices and othkration techniques that are significantly aféecty the
assumptions used concerning the amounts and tiofirestimated cash flows and discount rates whidlkeaie
varying 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 ratesiaterest
rates in the normal course of business. The Comparerall risk management program focuses on atitigy
these risks on a cost-effective basis. The Groppl&y is to use derivatives only for managing &rig financial
exposures but not for trading or speculative pugpos

Exchange Rate Risk

The Company generates revenues and incurs expadipwimarily in Canada, Hong Kong and China and is
exposed to risk from changes in foreign currendgsialn addition, the Company holds financial assetd
liabilities in foreign currencies that expose thentbany to foreign exchange risks. A significantraf& in the
currency exchange rates between the U.S. dolldaive to the Hong Kong dollars, RMB as well as @dian
dollars could have an effect on the Company’s farposition and cash flows. The Company has edgkd its
exposure to currency fluctuations.
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Many foreign currency exchange transactions inv@VRMB, including foreign exchange transactionsairthe
Company’s capital account, are subject to foreigchange controls and require the approval of th€ Fate
Administration of Foreign Exchange. Developmentatheg to the PRC’s economy and actions taken byRRC
government could cause future foreign exchanges ratevary significantly from current or historicadtes. The
Company cannot predict nor give any assurancesduture stability. Future fluctuations in exchargées may
adversely affect the value, translated or converterlU.S. dollars of the Company’s net assetspngfits and any
declared dividends. The Company cannot give anyrasse that any future movements in the exchangs cf
Renminbi against the U.S. dollars and other foraigmrencies will not adversely affect its resulfsoperations,
financial condition and cash flows.

As at December 31, 2010 with other variables ungedna 1% strengthening (weakening) of the Chifdd®
against the Canadian dollar would have increasedréased) net income and other comprehensive indyme
$0.44 million and $0.13 million, respectively.

Credit Risk

The Company is exposed to credit risk with resgectash equivalents, other receivables, amountsfiaue
investee companies, loan to a related party, amrsalue from related parties and other financialtasSave for the
convertible bonds and held-to-maturity listed debers which are stated at its fair value and armedticost
respectively, the carrying amount of these assutkided on the balance sheet represents the maxionedit
exposure. There is a concentration of credit ris&ireg from the convertible bonds received on dsgdof the
Yanxi Copper Property and the loan to a relatedtyparhich are stated at $15,721,494 and $15,173,745
respectively as at December 31, 2010. Managenwdigives that the risk of credit loss on the corikkrtbonds
and the loan to the related party is minimal asiskger of the convertible bonds is a Hong Kontgdlscompany
and the loan to the related party is fully securgén equity pledge. The cash equivalents aredeplbsits at banks.
None of the cash equivalents were in asset backeunercial paper products. The Company has depotited
cash equivalents in banks that meet minimum remergs for quality and liquidity as stipulated bg tBompany’s
Board of Directors. Management believes the riskos$ to be remote.

Liquidity Risk

Liquidity risk is the risk that the Company may enater difficulties in meeting obligations assoethtwith
financial liabilities. As at December 31, 2010, empany was holding cash and cash equivalent849$9,529.
The Company has determined that the cash and apshatents from previous financings will be morearth
sufficient to fund its requirements for investmeirtsworking capital and capital assets. The to28,846,514
(2009: $968,798) financial liabilities are due witlone year.

Interest Risk

As the Company has no significant variable intebestring assets and liabilities, the Company’s nmecand
operating cash flows are substantially independéobhanges in market interest rate.

Financial instrument

The fair value hierarchy established by CICA Set8862 “Financial Instruments — Disclosures” essdias three
levels to classify the inputs to valuation techeisjuised to measure fair value.

The fair value hierarchy is as follows:
Level 1 — Quoted (unadjusted) prices for identassdets or liabilities in active markets.
Level 2 — Inputs other than quoted prices includ@tin Level 1 that are observable for the asséiatility, either
directly or indirectly, including:
. Quoted prices for similar assets/liabilities iniaetmarkets;
3 Quoted prices for identical or similar assets im-agtive markets (few transactions, limited
information, non-current prices, high variabilityey time);
3 Inputs other than quoted prices that are observaléhe asset/liability (e.g interest rates, yield
curves, volatilities, default rates, etc.); and
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3 Inputs that are derived principally from or corrobied 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 Data Using

Assets: Level 1 Level 2 Level 3 Total
$ $ $ $

December 31, 2010

Cash and cash equivalent 37,959,529 - - 37,959,529

Convertible bonds - - 15,721,494 15,721,494
37,959,529 - 15,721,494 53,681,023

December 31, 2009

Cash and cash equivalent 73,350,405 - - 73,350,405

Time Deposit 5,000,000 - - 5,000,000
78,350,405 - - 78,350,405

28. CAPITAL MANAGEMENT

The Company’s objectives of capital managementisended to safeguard the entity’s ability to suppbe
Company’s normal operating requirement on an orgdiasis, continue the development, exploration and
exploitation of its mineral properties, and suppoty expansionary plans. The capital of the Comangunted to
$84,875,589 consists of the items included in di@ders’ equity. The Board of Directors does ndblksh a
gquantitative return on capital criteria for managembut promotes year-over-year sustainable easngmgwth
targets. The Company manages the capital struanulemakes adjustments to it in light of changesdonomic
conditions and the risk characteristics of the ulyitey assets.

The Company is not subject to externally imposeqgitabrequirements.

29. ECONOMIC DEPENDENCE

The Company conducts its business as a single topgraegment, being the development, exploratiod an
exploitation of mineral properties. All mineral p@rty interests and capital assets are locatechinaCAll of the
Company’s revenues are derived from China sources.

30. SUBSEQUENT EVENTS

1. OnJanuary 4, 2011, GobiMin announced that it itéeito renew its normal course issuer bid to rdase
on the TSX Venture Exchange up to an additiona®8,241 common shares, representing approximately
5% of the then common shares outstanding. Purchasesxpected to be made in accordance with
applicable regulations over a maximum period ofmiénths ending January 31, 2012. Since February 1,
2011 and up to April 19, 2011, a total of 1,700,808hmon shares were repurchased at an aggregatef cos
$1,371,613 (CAD1,411,560). All shares repurchasiibe returned to treasury for cancellation.

2. After the completion of the disposal of its 32% iegjinvestments in the Yanxi Copper Property, GolniM
announced on January 4, 2011 that it had enteredairsupplemental agreement with China Daye on
December 30, 2010 to extend the deadline for oioigithe Yanxi Mining Licence to August 31, 2011rfro
December 31, 2010 as the Company and China Dalieeg¢hat the minable quantity of the Yanxi Coppe
Property will be negatively affected by the constien of a railway across the Yanxi Copper Property
Accordingly, the consideration to be received upon obtaining Yhaaxi Mining Licence is reduced by
HK$21,000,000 to HK$259,000,000. The amount of AK$00,000 will be deducted from the second and
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final lot of convertible bonds (the “Non-deliver&B”). The Company will also be responsible for lgpym

for a mining licence (the “New Mining Licence”) fan area which is adjacent to the Yanxi Copper étgp
(the “New Area”). The New Mining Licence should btained on or before June 30, 2014. The Company
will be entitled to the Non-delivered CB and an iiddal consideration in cash based on the resource
estimate of the New Area, in total with a cap of $1KK6,000,000, of which 50% will be paid upon the
Company providing the resources estimate reporttlaademaining 50% will be used to settle the Igirg

fee of the New Area with the balance paid to thenfany upon obtaining the New Mining Licence. The
final and total consideration for the disposalle# 80% indirect equity interest in Tongxing willcacdingly

be capped to HK$365,000,000. Based on the redemesideration of $33.4 million (HK$259,000,000) th
Company shall have an estimated deferred gain f $filion for its disposal of the 32% equity ingst in
Tongxing, netting off the amount payable for theimg license fee, tax, stamp duty and related paysnef
$26.8 million.

3. OnJanuary 31, 2011, GobiMin announced that itdmsred into a supplemental agreement with thearend
to extend the deadline for obtaining the NDRC apakdor the Balikun Coal Project from January 3012
to September 30, 2011.

4.  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 dividesdpayable on May 25, 2011 to shareholders of reoord
May 12, 2011.
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The following discussion and analysis of the coistéd operating results and financial
condition of GobiMin Inc. for the year ended DecemB1, 2010 should be read in conjunction
with GobiMin’s audited consolidated financial statnts for the year ended December 31, 2010
and the year ended December 31, 2009. The finamd@mation was prepared in accordance
with Canadian generally accepted accounting priesip(“GAAP”). This Management's
Discussion and Analysis was prepared on April 14,12

Certain statements included in this discussion ttute forward-looking statements. Such
forward-looking statements can often, but not akyde 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”, téd’ 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 resuperformances or achievements of the
Company to differ materially from the future resulperformances or achievements implied or
suggested in such forward-looking statements. #8skh, uncertainties and other factors include
but are not limited to the risk factors discussatter the heading “Risk Factors” below.
Accordingly, shareholders are cautioned not toymdue reliance on forward-looking statements.
These forward-looking statements are made as otl#fte 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., together with its subsidiaries (calieely referred to herein as the “Company” or
“GobiMin™), is engaged in the development, explaratand exploitation of mineral properties,
mainly in the Xinjiang Uygur Autonomous Region (fiiang”) of the People’s Republic of

China (“China”).

It holds an equity interest of 70% in a joint veetwcompany to develop and operate the
Sawayaerdun Gold Project located in Xinjiang.

An indirect equity interest of 24.49% in the BalikiCoal Project located in Xinjiang was
acquired in early 2010. GobiMin and its partnenilyi have a controlling interest in the Project
and participate in its management and operations.

GobiMin also holds an equity interest of 49% in @hiPrecision Material Limited (“China
Precision™), which is principally engaged in metalding, predominately silver.

In addition, GobiMin owns equity interests in 4rbiventures to engage in base metals
exploration, including nickel, copper, gold, leadlazinc, in Xinjiang.

In July 2010, GobiMin disposed of a 32% interesthi@ Yanxi Copper Property, retaining an 8%
indirect unlisted equity interest. The total prateef the disposal will be fully received by
GobiMin after obtaining the mining license of thanki Copper Property.
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With a cash balance of approximate\5$38 million as at December 31, 2010, GobiMin is
actively reviewing potential and existing investrsemcluding high quality exploration and
mining projects in China and overseas.

2. Financial Highlights

Year ended December 31, 2010 2009 2008
$ $ $

Revenue - 0.9 million 21.4 million
Gain on deregistration/disposal of

subsidiaries” 0.1 million 31.4 million -
Net (losses)/earninds (2.2 million) 29.5 million 0.03 million
(LBITDA)/EBITDA © (3.4 million) 30.5 million 6.3 million
Basic (losses)/earnings per share (0.03) 0.43 0.00
Diluted (losses)/earnings per share (0.03) 0.42 0.00
(LBITDA)/EBITDA per sharé&’ (0.05) 0.44 0.09
Cash and cash equivalents and time deposit 38 million 78 million 54 million
Cash and cash equivalents and time deposit

per shar® 0.58 1.15 0.76
Working capital 53.6 million 84.1 million 65.2 million
Total assets 120.9 million 90.4 million 121.9 million
Annual dividend per shafé 0.01 0.0125 0.01
Special dividend per shate - - 0.06

(1) Net losses for the year 2010 take into accountd#vegistration of 4 subsidiaries. The net earnifgsthe year
2009 comprised also the gain on the disposal oRthperating subsidiaries in China.

(2) As non-GAAP measurements, (LBITDA)/EBITDA, (LBITEB)TDA per share, working capital and Cash and
cash equivalents and time deposit per share dacaotply with GAAP and, therefore, the amounts preskim
the above table may not be comparable to similadagaesented by other companies. The data is irgrd
provide additional information and should not bensimlered in isolation or as a substitute for measuof
performance prepared in accordance with GAAP.

(3) The Company declared an annual dividend of $0.08D@01) per share for 2010 in accordance with itsdénd
policy. For 2009, the Company paid an annual dindlef $0.0125 (CAD0.0125) per share based on 200@ia
performance. For 2008, the Company paid an annuidiend of $0.01 (CADO0.01) per share pursuant o it
dividend policy and a special dividend of $0.06 PDAO7) per share following the disposal of the Zming
subsidiaries in China.

3. Business Summary and Development

(a) Gold Project in Xinjiang

The Company, through a wholly owned subsidiaryeett into an agreement with Xinjiang
Baodi Mining Company (“Baodi”) and a subsidiary Bfigade No. 2 of Xinjiang Bureau of
Geology and Mineral Resources (“Brigade No. 2”)ffdom a joint venture company, Xinjiang
Tongyuan Minerals Ltd. (“Tongyuan”), in China toveéop and operate the Sawayaerdun Gold
Project in Xinjiang, China. GobiMin owns a 70% dgunterest in Tongyuan while Baodi and
Brigade No. 2 each own a 15% interest. Tongyuamobtained the related mining license.
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The Gold Project is located 200 km northwest ofditg of Kashi, western Xinjiang, China and

lies within the Tian Shan Gold Belt, which is orfa@l@®e most promising gold belts in China. Gold
mineralization is contained within fine-grained stla metasedimentary rocks of Devonian age.
The portion of Zone IV with most drilling works derappears to be the thickest portion of the
zone and therefore may represent a flexure orailatone within the F3 fault that contains Zone
V.

The main exploration works carried out this yeatude 33 drill holes with a total length of about
6,700 m and 33 trenches of approximately 1,350 rthénZone IV, mostly in the northeastern
portion of the zone. The Company has received @3N101 technical report from Wardrop a
Tetra Tech Company in March 2011 for the gold resesi contained in the Zone IV within the
Project, which can be viewed atvw.sedar.com At a lower grade threshold of 0.5 grams/tonne
gold, Zone IV is estimated to contain Indicatedoteses of about 34 million tonnes with an
average grade of 1.3 grams/tonne gold (about 10880z gold) and Inferred resources of about
13.5 million tonnes with an average grade of apjpnaiely 1.0 grams/tonne gold (about 424,800
0z gold).

In March 2011, there was a casualty reported asitieeof 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 B¥eed by all staff at the site.

(b) Coal Project in Xinjiang

On February 9, 2010, GobiMin acquired an indireptity interest of 24.49% in the Balikun Coal
Project in Xinjiang, China and participates inrtanagement and operations. GobiMin and its
partner jointly have a controlling interest in thmject through Xinjiang Ruide Mining Limited.
According to a NI 43-101 Mineral Resource estimaepared by Scott Wilson Ltd. in February
2010, the Balikun Coal Project hosts 38 millionrtes of coal in Measured Resources and 50
million tonnes in Indicated Resources. The powel water supply facilities have been installed
and are in operation. The construction of a vetiditaramp with total length of 1,328 meters
(2010 finished 568 meters) has been completed vhdemain ramp and an auxiliary ramp are
approximately 30% and 40% completed respectivelthe© achievements in 2010 include
securing the sources of water, heating supply if@s) road for transportation and drainage
system for underground construction and mining.

(© Silver Operations

GobiMin holds an equity interest of 49% in Chinadsion which engages predominantly in
silver trading. China Precision buys physical gilveots from producers and sells them directly
to end consumers. All its positions are hedgeditisdnot exposed to market price movements.
In order to increase the vertical spectrum of theesbusiness, China Precision has developed a
downstream silver business by establishing a spraitessing workshop in Hong Kong for
transforming the silver into more variety of protltarms and sell to the industrial customers. To
increase product variety and profit contributiompb@®lin will continue to source and explore
new potential business opportunities in this sector
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(d) Base Metals Exploration Projects in Xinjiang

GobiMin currently owns equity interests in 4 expliton joint ventures in Xinjiang, China for
nickel, copper, gold, lead and zinc. During 20B@biMin has been exploring several copper
projects which show good indications of copper matization. Some exploration licenses were
relinquished by not applying for renewal or soldhd parties due to not having good prospect.
The Company will continue to conduct pre-survey agxploration to identify potential
mineralization.

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 located about 115 kmlsafitthe city of Hami in Xinjiang, China.
The Company entered into a Share Transfer Agreeoreduly 14, 2010 regarding the disposal
of a company holding an 80% equity interest in Dang, among which, the Company disposed
of its 32% interest in Tongxing. The transactioasveompleted on July 22, 2010 and GobiMin
has received all the cash consideration and tkelét of convertible bonds. GobiMin currently
retains an 8% indirect unlisted equity intereghia 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 HK$21,000,000 to HK$259,000,000 due to the amiesibn of a railway across the Yanxi
Copper Property that has a negative impact on theabte quantity. The amount of
HK$21,000,000 will be deducted from the second tamal 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 (tiew 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 Compalhpeventitled to the Non-delivered CB and
an additional consideration in cash based on thauree estimate of the New Area, in total with a
cap of HK$106,000,000, of which 50% will be paidonphe Company 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 obtaitimggNew Mining Licence. The final and
total consideration for the disposal of the 80%iriet equity interest in Tongxing will
accordingly be capped to HK$365,000,000. Basechenréduced consideration of $33.4 million
(HK$259,000,000), the Company shall have an estichaeferred gain of $5.7 million for its
disposal of the 32% equity interest in Tongxingtting off the amount payable for the mining
license fee, tax, stamp duty and related paymdri&2@8 million.

(e) Investment Opportunities

The Company ceased to have its substantial minperadions in Hami, Xinjiang of China
following the disposal of two operating subsidiaria February 2009. Given its healthy cash
position, the Company will keep on searching faleptial investment opportunities.
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4) Normal Course Issuer Bid

On January 26, 2010, GobiMin has renewed its nogoatse issuer bid to repurchase up to an
additional 3,412,865 common shares over a maximariog of 12 months ended January 31,
2011. The Company repurchased 3,412,865 commoresstduring the year. All shares

repurchased were returned to treasury for canmeilat GobiMin has 65,890,837 shares
outstanding as at December 31, 2010.

On January 4, 2011, GobiMin announced to renewdtsnal course issuer bid to repurchase up
to an additional 3,294,541 common shares for &éurbne year. The normal course issuer bid
will expire on January 31, 2012. Up to April 19,140 a total of 1,700,000 common shares were
repurchased at an aggregate cost of $1,317,613 {AD,560).

All shares repurchased will be returned to treasoirgancellation. A copy of the related Notice
of Intention to Make a Normal Course Issuer Bidllsba provided to shareholders upon receipt
of written request to the Company at its registeride.

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 US dollars. For the year ended
December 31, 2010, the Chinese currency RenmiftiB”) appreciated by 3.46% against the
US dollar.

RMB:USD Exchange Rate (RMB:USD) of 2010
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(b) Gold Market

Although the Sawayaerdun Gold Project is underagpion stage, the gold market price shows
good indication of the project value. For the yeaded December 31, 2010, the gold price has
increased by around 29.78% against that on Jariy2§10.
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5. Critical Accounting Policies and Estimates

The Company’s accounting policies are describelddte 2 to the audited consolidated financial
statements for the year ended December 31, 201®.pfdparation of financial statements in

conformity with GAAP requires management to makineges and assumptions that affect the
reported results. Changes to these estimates coaldrially impact the consolidated financial

statements. The policies and estimates made byC@mpany that are considered to be most
critical are described below.

(a) Revenue Recognition

Revenue from the sale of nickel concentrate wasgmized when risk and title passed to the
customer, the price is fixed and determinable ariéction of the proceeds is reasonably assured.
The passing of title and risk occurred based ontéhms of the off-take contract. The price is

based on the formula in the off-take contract thaludes average listed price of the customer
and the price factor decided by the grade levebotentrate.

(b) Depreciation of Property and Equipment

Property and equipment are recorded at cost. Diggiat and amortization is computed using
the straight-line method with an estimated residadie of O - 5%. The annual depreciation or
amortization rates are as follows:
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Buildings: 4.75% - 33.3%

Leasehold improvement: 33.3%
Production equipment: 9.5% - 19%
Transportation equipment: 11.88% - 25%
Other equipment: 11.88% - 19%

Exploration costs are stated at cost less any immeait l0ss. It comprises the direct costs of
exploration work on mineral properties prior to tdevelopment. Upon commencement of
commercial production of mineral properties, exatmn costs are amortized over the mine’s
estimated life using the straight-line method wittresidual value.

(© Asset Retirement Obligations

The Company recognizes the fair value of liab#itier asset retirement obligations in the period
in which they are incurred and in which a reasomastimate of such costs can be made. The
asset retirement obligation is recorded as a itghilith a corresponding increase to the carrying
amount of the related asset and depreciated oeelifghof the asset. Over time, the liability is
increased to reflect an interest element (accregigenses) considered in its initial measurement
at fair value. All the mine sites are in deseraareNorthern China and management believes that
the liability after the mine site retirement is iratarial. The amount of the liability will be subjec

to re-measurement at each reporting period. ltossible that the Company’s estimates of its
ultimate mine site retirement liabilities could tleanged 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 itseisetirement obligations.

(d) Equity Investment

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

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

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

(e) Proportionate Consolidation

For a venture that the Company and other parties juant control over and share both benefits
and risks, the Company accounts for its interestpimportionate consolidation, whereby the
Company’s pro rata share of each of the asselslities, revenues and expenses that are subject
to joint control is combined on a line-by-line kmgiith similar items in the Company’s financial
statements.
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4) 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 tloefinancial 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 ocrifgeia 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.

6. New Accounting Standards

Future Accounting Policies - International Financid Reporting Standards

In February 2008, the Canadian Institute of ChadefAccountants announced that Canadian
GAAP for publicly accountable enterprises will Bplaced by International Financial Reporting
Standards (“IFRS”) for fiscal years beginning orafter January 1, 2011. The Company will be
required to begin reporting under IFRS for the tpragnded March 31, 2011 including presenting
an opening balance sheet as at January 1, 201@poding under IFRS for comparative periods
presented. The Company will also include its note IBRS 1 in the interim unaudited
consolidated financial statements for the quaneled March 31, 2011.

The Company has developed an IFRS changeover pladdress key areas such as accounting
policies, financial reporting, disclosure contralsd procedures, information systems, education
and training and other business activities. The @ is tracking the changeover plan against
key project milestones and will be ready to repalit required IFRS financial statement
information and reconciliations for the quarter etddarch 31, 2011.

The Company is in the final stages of aggregatimjanalyzing potential adjustments required to
the opening balance sheet at January 1, 2010 forgels to accounting policies resulting from
identified differences between Canadian GAAP anBSF The Company also continues to
analyze differences to net earnings and surplusruidRS.

Adoption of IFRS requires that the IFRS standardsapplied on a retroactive basis with the
exception of those specifically exempted under IFRSor first-time adopters. Absent an
exemption, any changes to existing standards naustpplied retroactively and reflected in the
opening balance sheet of the comparative periotherGexemptions available under IFRS have
been reviewed and are either not applicable onarexpected to have a significant impact on the
Company’s consolidated financial statements.

Key adjustments to the Company’s opening balaneetdtave been identified and analyzed, with
estimates of the impact to the opening balancet simeeshareholders’ equity at transition to IFRS.
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These potential adjustments represent managemaggtsestimate and are expected to change,
though not materially, prior to the issuance of &Rnancial statements. These estimated
adjustments to the opening balance sheet and stateof equity at transition have been
referenced to the corresponding explanation ofat@unting policy difference between IFRS
and Canadian GAAP. These accounting policy diffeesninclude items impacting shareholders’
equity at transition and other items resulting ichange in financial statement presentation or
reclassification.

(a) The following table sets out key changes identifiecaccounting policies that impact
shareholders’ equity upon the transition from Ca@radsAAP to IFRS. The possible
impact of identified differences represents manageis best estimate as at December
31, 2010 and these estimates and decisions magvised before the Company issues
IFRS financial statements.

IFRS Accounting Policies | Expected Impact to Shareholders’ Equity at Transiton

Employee benefits —past | Differences exist between IFRS and Canadian GAABR in
service cost and other determining employee benefits, including the reguient to
recognize unamortized past service cost and cedaiwice
awards. The adjustment for recognition of thesemartized
vested past service costs and other employee benefder
IFRS totaled US$22,000 presented within other liidds.

Accounting for Both Canadian GAAP and IFRS allow the choice ofitadiping
Exploration Costs or expensing exploration costs. The Company’s poliader
Canadian GAAP has been to capitalize all explonatiosts.
Management planned to consider the option of expgns
exploration costs incurred under IFRS.

The impact of such a change would be that greateuats will
be expensed. As this change must be applied onr@acéve
basis, amounts previously capitalized under Cana@&AP
will be written off and charged to retained earsigg at January
1, 2010. This adjustment is expected to decreaarelsblders’
equity by US$574,000.

(b) The following table sets out changes in key acdagnpolicies that do not impact
shareholders’ equity upon the adoption of IFRSrbqgtiire change in financial statement
presentation and reclassification under IFRS upansition. The possible impact of the
identified differences represents management’s estiinates as at December 31, 2010
and these estimates and decisions may be revidedebthe Company issues IFRS
financial statements.
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IFRS Accounting Policies

Expected Impact to Financial Statements at Transitin

Presentation of Property,
Plant & Equipment

IFRS requires that significant parts of an asseti&greciated
separately and that depreciation commences wheragbet ig
available for use. There will be no impact on shatders’
equity.

IFRS also permits property, plant and equipmeriganeasured
using the fair value model or the historical cosbdel. The

Company is not planning on adopting the fair value

measurement model for its property, plant and eqgeig but
will continue to measure at amortized cost.

Non-controlling interests

Under Canadian GAAP, ontrolling interests were presented
between liabilities and equity. IFRS requires pnésigon of non-
controlling interests within the equity section thfe balance
sheet.

Business combinations

The Company’'s 50% interest in Xinjiang Xinya Minkera
Limited (without controlling power) was recorded by
proportionate consolidation in the Company’s 2008solidated
financial statements under Canadian GAAP. Howeveder
IFRS 3, the assets and liabilities acquired shbeldecorded by
a fair value to the extent of the acquirer's petage ownershiy
of the acquiree as equity investments.

An exemption under IFRS 1 makes it possible to @yoi
restatement of business combinations that tookepaior to the
date of transition to IFRS. The Company has decidet to
restate business combinations that took place pridanuary 1
2010 and there is no impact on the shareholdengityeqThe
expected impact on opening figures is the re-diaasion of
certain assets and current liabilities to long tenvestments
The Company will apply IFRS 3 prospectively for imess
combinations occurring after January 1, 2010.

Goodwill and intangible
assets

Goodwill and intangible assets under IFRS will beasured
using the cost model, based on the recoverabldsaasgount
which is the greater of value in use and fair vdkss costs to
sell. The recoverable amount calculated under |
approximates the Canadian GAAP carrying value ateDder
31, 2009 and therefore no adjustment is requiréasition.

At each reporting date, the Company is requiredreiciew
goodwill and intangible assets for indicators ofpairment or
reversals of impairment. In the event that certainditions have

10
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been met, the Company would be required to revehnss
impairment charge or a portion thereof.

Cumulative Translation IFRS 1 allows that the cumulative translation difeces for all

Differences foreign operations be deemed zero at the dateaokition to
IFRS, with future gains or losses on subsequempioda of any
foreign operations to exclude translation diffeenarising from
periods prior to the date of transition to IFRSeT@ompany will
make this election and deem all cumulative trarsiat
differences to be zero on transition to IFRS akaauary 1, 2010
and absorbed the previously accumulated cumulatareslation
balance into retained earnings.

Share-based Payments | IFRS requires that awards that vest in installméetsneasured
and accounted for as though each installment éparate award
with the fair value being recognized over the vestperiod of
each installment. As a result, more compensatipem®se will be
recognized under IFRS in the earlier portion of thesting
period than under Canadian GAAP. The expected impac
involves the re-allocation between contributed ksp share
capital and retained earning as of January 1, 20tQhere will
be no impact on shareholders’ equity.

The Company acknowledges that the above changascounting policy are not an exhaustive
list of all possible significant items that will @er upon the transition to IFRS. The Company will
continue to monitor developments in and interpiretat of standards as well as industry practices
and may change the accounting policies describedeab

The Company’s IFRS changeover plan includes theifination of internal controls over
financial reporting for changes in accounting pplazrising from the transition to IFRS and the
education of key stakeholders including the manamtnand employees. The impact on the
Company’s information technology, data systems prutesses will be dependent upon the
magnitude of changes resulting from these and dtidwers. At this time, no significant impact on
information or data systems has been identified #ied Company does not expect to make
changes which will materially affect internal canigr over financial reporting.

New IFRS & exposure draft

The Company will continue to monitor the potentélanges proposed by the International
Accounting Standards Board (“IASB”) and considdms impact changes in the standards would
have on the Company’s operations.

In November 2009, the IASB issued IFRS 9 to ameod financial instruments are classified
and measured. The new standard is effective fouanperiods beginning on or after January 1,
2013. The Company is analyzing the impact the rtandsrd will have on its financial assets and
liabilities.

11
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On August 17, 2010, the IASB published for commemtexposure draft with changes proposed
to the accounting standards for leases. A finaldsied is expected to be released in June 2011.
The exposure draft proposes a new accounting meatiere both lessees and lessors would
record the assets and liabilities on the balaneetsat the present value of the lease payments
arising from all lease contracts. The new classiion would be the right-of-use model, replacing
the operating and capital (termed finance underSlFRase accounting models that currently
exist under Canadian GAAP.

The Company is monitoring the potential impact thieo changes to financial reporting processes,
disclosure controls and procedures, and internatrals over financial reporting though the
Company does not expect the initial adoption of 3FRill have a considerable impact on the
disclosure controls and procedures for financigloregng. The Company continues to capture
IFRS comparative information, in parallel to CamediGAAP information, for fiscal 2010 to
quantify the effects of the potential significantferences between IFRS and Canadian GAAP
which may or may not be material.

7. Selected Quarterly Information
For the quarter ended December 31, September 30, June 30, March 31
2010 2010 2010 2010
$ $ $ $
Revenue - - - -
Net (losses)/earnings (2,018,660) 1,074,354 (110,071) (1,228,686
Basic (losses)/earnings per share (0.03) 0.016 (0.002) (0.018
Diluted (losses)/earnings per share (0.03) 0.016 (0.002) (0.018
Cash and cash equivalents and time
deposit 37,959,529 46,581,299 47,993,399 53,437,71
Total assets 120,880,904 122,720,728 88,373,241 89,502,33
For the quarter ended December 31, September 30, June 30, March 31
2009 2009 2009 200¢
$ $ $ $
Revenue - - - 940,433
Net (losses)/earnings (7,378,103) (790,924) (492,595) 38,168,204
Basic (losses)/earnings per share (0.107) (0.012) (0.007) 0.543
Diluted (losses)/earnings per share (0.107) (0.011) (0.007) 0.541
Cash and cash equivalents and time
deposit 78,350,405 75,676,346 80,599,671 92,026,901
Total assets 90,403,943 89,599,209 90,489,060 96,287,094
8. Results of Operations
(@  Revenues

No revenue (2009: $940,433) from operations has besorded in this year since the disposal of

the operating subsidiaries on February 11, 2009.

12



GobiMin Inc.

Management’s Discussion and Analysis of Financial ésults
For the year ended December 31, 2010

(Expressed in United States Dollars)

April 19, 2011

Other revenue and gains in 2010 were $406,515 (28083,647) including $211,978 (2009:
$403,121) in interest income. The remaining portbnther revenue and gains represented rental
income from the office building in Xinjiang and ealof a motor vehicle during the year 2010.

The following table summarizes the Company’'s prédacand revenue information for the
years:

Mining Operations

For the year ended December 31, 2010 December 31, 2009
Ore (tonnes)
Processed - 3,470
Sold - 34,464
Nickel grade of ore - 0.47%
Metallurgical recovery - 92.1%

Metal contained in concentrate (000 pounds)

Nickel - 329

Copper - -
Metal contained in concentrate sold ($)

Nickel $- $940,433

Copper and others $- $-
Total Revenue $- $940,433

Average realized price of nickel contained in

concentrate (per pound) $- $2.86
Average realized price of copper contained in
concentrate (per pound) $- $-

Average cash cost per pound of nickel contained

in concentrate, net of by-product credfits $- $2.33
Average cash cost per tonne of ore, net of by-
product credits” $- $22.20

(1) Cash cost is a non-GAAP measure, which excludegdagion and asset write-off, and includes mininglling,
haulage and sales and distribution costs, aftenéidg the copper, gold and silver revenue.

(b) Other expenses

General and administrative expenses incurred is gear were $3,440,917 compared to
$3,821,382 in 2009. The expenses mainly includieofrental, staff cost and legal and
professional fees.

In July 2010, the Company granted 1,309,000 optimnés directors and employees at an
exercise price of $0.76 (CADO0.79), vested overdhard five years respectively. The amortized
portion of the total stock based compensation ii02@mounted to $361,294 compared to
$396,158 in 2009.
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(© Losses per share

The basic and diluted losses per share in 2010 $@@8 (2009: basic and diluted earnings per
share were $0.43 and $0.42 respectively).

(d)  (LBITDA)/EBITDA

In this year, the losses before interest income amrgdense, income taxes, stock-based
compensation, write-off expense, depreciation anwrtization (“‘LBITDA”), a non-GAAP
performance measure, were $3,423,264 as compareartongs before interest income and
expense, income taxes, stock-based compensatioite-offr expense, depreciation and
amortization (“EBITDA”) of $30,525,879 in 2009.

The following table presents the calculation of (LBA) / EBITDA for the years indicated:

December 31, December 31,

For the year ended 2010 2009
$ $

Net (losses)/earnings (2,283,063) 29,506,582
Interest income (211,978) (403,121)
Interest expense - 32,785
Income tax - -

Depreciation - 257,235
Amortization in general and administration expenses 274,963 626,240
Stock based compensation 361,294 396,158
Write-off of assets - 110,000
Fair value gain on other financial assets (1,564,480) -

Non-controlling interest - -

(LBITDA)/EBITDA @ (3,423,264) 30,525,879
(LBITDA)/EBITDA per share? (0.05) 0.44

(1) As non-GAAP measurements, (LBITDA)/EBITDA and (DBIJTEBITDA per share do not comply with GAAP aheyefore,
the amounts presented in the above table may nobimparable to similar data presented by other canigs. The data is
intended to provide additional information and shibmot be considered in isolation or as a substitéor measures of
performance prepared in accordance with GAAP.

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

(9) Annual dividend
On April 19, 2011, the Company declared an anniétlend of $0.01(CADO0.01) per share in

accordance with the Company’s dividend policy. Tiddend is payable on May 25, 2011 to
shareholders of record on May 12, 2011.
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9. Liquidity and Capital Resources

The following table summarizes the Company’s cadatéd cash flows and cash on hand for the
year ended December 31, 2010:

As at December 31, 2010 December 31, 2009
$ $

Cash and cash equivalents 37,959,529 73,350,405

Working capitaf” 53,626,138 84,059,586

For the year ended December 31, 2010 December 31, 2009
$ $

Net Cash used in operating activities (5,478,669) (9,391,756)

Net Cash used in financing activities (1,819,457) (2,954,305)

Net Cash (used in) / from investing (29,070,195) 31,424,610

activities

(1) Working capital is a non-GAAP measurement, whighésdifference between current assets and culiaitities.

(a) Operating activities

In 2010, net cash used in operating activities $&478,669 compared to $9,391,756 in 2009
which was mainly the combined effect of fair vatyan of $1.6 million on the convertible bonds

received from disposal of Yanxi Copper Propertgréase in net receivables of $1.1 million from
the disposal of Yanxi Copper Property; $2.2 millideposit paid for acquiring the exploration

and mining license of the Sawayaerdun Gold Proparig $1.2 million increase in receivables
for the Company’s joint venture, Tongyuan, for Gise exploration services on its current
exploration projects.

(b) Financing activities

Financing activities used cash flow of $1,819,4672010 (2009: $2,954,305). The Company
received $0.7 million for the exercise of optiongidg the year. $1.1 million (RMB7,500,000)
was received from the minority shareholders of o for its registered capital. $0.8 million
cash was used in paying annual dividend and $2ll®mivas used in repurchasing 3,412,865
common shares.

(c) Investing activities

Investing activities used cash flow of $29,070,1852010 compared to the cash inflow of
$31,424,610 in 2009. The significant increase & tash outflow from investing activities is
mainly attributed to the $6.9 million deposit p&idacquire an indirect equity interest of 24.49%
in the Balikun Coal Project; loan to an investeenpany, Faithful Million Limited, of $2.0

million (RMB13.1 million) and loan to the minoritghareholder of the Company’s investee
company, Hami Coal Corporation (formerly known asténe Aspect Limited), of $15.2 million

(RMB100 million) pursuant to the agreement signadrebruary 9, 2010 for the investment in
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the Balikun Coal Project. The balance of the castflaw is the amount due from an investee
company, China Precision, of $13.1 million for stkrer stocking and processing; acquisition of
plant and equipment of $3.8 million and purchaskstéd debentures of $0.8 million, netting off
the cash consideration received of $7.7 milliomfrthe disposal of a 32% equity interest in
Yanxi Copper Property and the maturity of $5 millideposit.

10. Balance Sheet
(a) Cash

The Company had $38.0 million in cash and cashvatgnts and time deposit as at December 31,
2010 compared to $78.4 million as at December BD92 In general, the decrease of $40.4
million was mainly the net effect of cash outfloar investment in the Sawayaerdun Gold Project
of $3.5 million and the Balikun Coal Project of $23nillion, silver bullion and inventory of the
silver operation of $13.1 million, share buy-badka.6 million and purchase of listed debenture
of $0.8 million together with the cash inflow fraime disposal of Yanxi Copper Property of $6.7
million and the cash outflow for the office expesisé $3.5 million.

(b) Deferred gain on disposal of equity investments

Pursuant to the share transfer agreement datedldul¥010 and supplemental agreement dated
December 30, 2010, GobiMin disposed of a 32% edntgrest in the Yanxi Copper Property on
July 22, 2010 while retains an 8% indirect unlistegiity interest. The Company has received all
the cash consideration and the first lot of conbkrtbonds. The application for mining license of
Yanxi Copper Property is in the process. Afterithiaing license of the Yanxi Copper Property
is granted, the Company shall receive the finaldbtonvertible bonds. Pursuant to the said
agreements, should the mining license not be gilabte 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.

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 paymdri&2@8 million.

(© Other Financial Assets

Part of these financial assets represents the ditsieebonds of $14.2 million (HKD110,000,000)
issued by China Daye Non-Ferrous Metals Mining téai(“China Daye”) as partial payment of
the consideration for the disposal of the 32% eqiniterest in the Yanxi Copper Property as
mentioned in note 13. The convertible bonds aredtat $15,721,494 (HKD122,156,012) as at
year end based on the fair value as determined lryde@pendent professional valuer.

The remaining balance of $0.8 million represengsttéld-to-maturity listed debenture held by the
Company at year end.
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(d) Other Payables and Accrued Liabilities

As at December 31, 2010, the balance of other pagadnd accrued liabilities are mainly
contributed by the payable for the mining license, ftax, stamp duty and related payments of
$26.8 million arising on the disposal of the Ya@xipper Property.

(e) Share Capital

As at December 31, 2010, the Company had 65,89@88imon shares issued and outstanding.
During this year, 3,412,865 common shares were liiobgck and cancelled and 1,046,400
common shares were issued for the exercise of oty directors and employees. On July 7,
2010, GobiMin granted 1,309,000 options at an egengrice of $0.76 (CADO0.79), among which
1,000,000 options exercisable until July 6, 2013ewgranted to directors and 309,000 options
exercisable until July 6, 2015 were granted to stedf and management of the Company, its
subsidiaries and associates (See the Company’'sneéese on July 12, 2010).

11. Contractual obligations and commitment

As at December 31, 2010, there are approximate|2881997 (2009: $3,592,097) in capital
commitments that the Company’s subsidiaries hadtracted, but not provided for. The
commitments are for acquisition of the exploratasets.

On September 10, 2009, the wholly owned subsid@ryGobiMin, Xinjiang Weifu Mining
Limited, entered into an agreement with Baodi amigdle No. 2 to form a joint venture
company, Tongyuan, for the development of the Saemadun Gold Project in Xinjiang, China.
GobiMin agreed to invest $7,328,844 (RMB50,000,0@03ash to Tongyuan for its 70% equity
interest. The consideration for acquiring the esation and mining license of the Sawayaerdun
Gold Property is $6,669,247 (RMB45,500,000) andgyoian has paid a deposit of $6,069,498
(RMB40,000,000) as at December 31, 2010. The rangircommitment of $834,556
(RMB5,500,000) will be paid based on the progresshe transfer of the exploration and mining
licenses to Tongyuan.

On April 7, 2010, Tongyuan entered into an agredn@nexploration service 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).

The Company has approximately $72,008 (2009: X7, remaining commitment in the
operating lease of its Hong Kong and Canada offices

12.  Off-balance sheet arrangements

The Company does not have any off-balance shestggments.
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13. Proposed Transaction

On July 14, 2010, GobiMin has entered into a sheaesfer agreement with China Daye to
dispose of a 32% equity interests in the Yanxi @ogroperty. GobiMin shall own a remaining
8% indirect unlisted equity interest in the Propert The Company has entered into a
supplemental agreement with the buyer on DecemBer2810 to extend the deadline for
obtaining the mining license from December 31, 2@lB8ugust 31, 2011.

According to the supplemental agreement, the censiitin for the 80% indirect equity interest
in Tongxing to be received upon obtaining the Yamining Licence is reduced by
HK$21,000,000 to HK$259,000,000. The amount of RK$00,000 will be deducted from the
Non-delivered CB. In addition to applying for Yamining Licence, the Company will also be
responsible for applying for a mining licence (ttNew 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 entitbethe Non-delivered CB and an additional
consideration in cash based on the resource estiofathe New Area, in total with a cap of
HK$106,000,000, of which 50% will be paid upon ®empany providing the resources estimate
report and the remaining 50% will be used to seltéelicensing fee of the New Area with the
balance paid to the Company upon obtaining the Méwning Licence. The final and total
consideration for the 80% indirect equity interestTongxing will accordingly be capped to
HK$365,000,000. Based on the reduced considerafic@83.4 million (HK$259,000,000), 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.

14.  Outstanding Share Data

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

December 31, 2009 December 31, 2010 April 19, 2011
Number of Common Shares 68,257,302 65,890,837 64,190,837
Outstanding
Options 3,256,400 2,519,400 2,516,000
Total Number of Common 71,513,702 68,410,237 66,706,837
Shares Fully Diluted

15.  Fourth Quarter 2010 Review

For the three months ended December 31, 2010, timep@ny reported net losses of
$2,018,660(Q4 2009: $7,378,103which mainly comprised the general and admintistea
expenses of $1,460,974 (Q4 2009: $1,767,952) hitnquarter, the Company recorded net cash
outflow of $8.6 million (Q4 2009: cash inflow of $2million). It was mainly the net effect of
increase in deposit paid for the Sawayaerdun Godeet of $0.7 million, $5.2 million advance
to an investee company, China Precision for theesibperation, share buy-back of $1.1 million
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and purchase of listed debentures of $0.8 millmgether with the cash outflow for the office
expenses of $0.8 million.

16. Risk factors

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

(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 arelaffected by numerous factors beyond the
control of the Company. Interest rates, inflatieschange 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 changesternational economic growth patterns and
political developments.

The Company may apply its free cash balances talrtreiding operations. These transactions
are by their very nature speculative and couldlté@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
through China’s central bank. Accordingly, exchamgte fluctuations with the RMB may
adversely affect the Company’s financial positiowl @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 €ign 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 paeor 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 guaranteeftiatgn exchange control policies will not be
changed so as to require government approval twecoiRMB 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 taiobforeign 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 areaeepl are ultimately developed into producing
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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 comwtial 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 smidtglities 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 indésign.

The development of mining properties has inherisiisr 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 prefarewn mineral reserves and resources
estimate only in accordance with the former Chinaidtry of Geological and Mineral Resources
(“CMGMR") classification system. The CMGMR classificatigistem is not compliant with the
Canadian Securities Administrators National Insganth¥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 requirements

The Company does have limited financial resourééthough 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
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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,etibusiness, financial condition and results of
operations of the Company could be significantld andversely affected by economic, political
and social changes in China. Generally, China dsinates 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 woligies 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 MiagDirector of the Company and General
Manager of the Chinese subsidiary. The Company doescurrently maintain key-man life
insurance policies on any member of managementorflowly, 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

other mining companies, some of which have grefiwancial 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 personneltfoprojects.

17.  Outlook
GobiMin continues to move forward with a healthgltgosition.

The mining license of Yanxi Copper Property is etpd to be obtained in 2011. We plan to
carry out the drilling work and the resource estamaf the New Area adjacent to the Yanxi
Copper Property. As the Company will be entitlecah additional consideration based on the
resource estimate of the New Area, we will makereypessible effort to explore the New Area
to ensure that the Company can increase the toilat of consideration to be received.

The recently announced NI 43-101 resource estirmat8awayaerdun Gold Project delivered

impressive results of Zone IV. GobiMin will caroyt a more comprehensive survey of Zone IV
based on the existing geological information. \ekdve that the areas surrounding Zone IV also
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have good resources potential and will bring goedsito shareholders once exploration works
unfolds.

During the coming year, GobiMin will seek to incseahe vertical and horizontal diversity of its
metals trading business. Besides transformingsilvo a larger variety of product forms, our
small processing workshop in Hong Kong will statiming silver. In addition to silver trading,

the Company will also engage in trading other kioblmetals. GobiMin will continue to source
and explore new potential business opportunitigghima and overseas.
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