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AUDITORS' REPORT

To the Shareholders of
GobiMin Inc.

We have audited the consolidated balance sheggbbiMin Inc. as at December 31, 2009 and the consolidated
statements of income, comprehensive income, changgtareholders’ equity and cash flows for theryban
ended. These financial statements are the resjlitgsib the Company’s management. Our respongibif to
express an opinion on these financial statemersischan our audit.

We conducted our audit in accordance with Canadearerally accepted auditing standards. Those stsda
require that we plan and perform an audit to obtaasonable assurance whether the financial statsraee
free of material misstatement. An audit includeanaixing, on a test basis, evidence supporting theuats
and disclosures in the financial statements. Artalso includes assessing the accounting pringipged and
significant estimates made by management, as welvaluating the overall financial statement prisgem.

In our opinion, these consolidated financial staeta present fairly, in all material respects, ¢basolidated
financial position of the Company as at December2B0D9 and the results of its operations and ith ¢ws
for the year then ended in accordance with Canagiaerally accepted accounting principles.

The consolidated financial statements as at DeceBibe2008 and for the year then ended were autiyed
other auditors who expressed an opinion withowmedion on those statements in their report dstecth 30,
2009 (except as to Note 28.3 which is as of A@il 2009).

BDO Limited
Certified Public Accountants
April 15, 2010



GobiMin Inc.

Consolidated Balance Sheets

As at December 31, 2009 and 2008
(Expressed in United States Dollars)

ASSETS

Current
Cash and cash equivalents (Note 5)
Time deposit (Note 5)
Restricted cash (Note 12)
Prepayments, deposits and other receivables (Note 6
Dividend receivable from an investee company (Nte
Assets of discontinued operations (Note 4(a))

Total current assets

Non-current

Mineral properties and equipment (Note 8)
Equity investments (Note 9)

Amount due from related parties (Note 11)

Total non-current assets

Total assets

LIABILITIES
Current
Other payables and accrued liabilities
Deposits received (Note 4)
Derivative financial instrument (Note 13)
Liabilities of discontinued operations (Note 4(a))

Total current liabilities

Total liabilities

Non-controlling interests (Note 14)
Commitments (Note 22)
SHAREHOLDERS' EQUITY
Share capital (Note 20(a))
Contributed surplus (Note 20(c))
Reserves (Note 21)

Retained earnings

Accumulated other comprehensive income (Note 24)
Total shareholders’ equity

Total liabilities and shareholders’ equity
See accompanying notes to the Consolidated Financial Statements
APPROVED BY THE BOARD
A0
Felipe Tan
Director

2009 2008

$ $
73,350,405 53,617,073
5,000,000 -

- 489,960
6,638,779 671,055
39,200 -

- 63,759,808
85,028,384 118,537,896
1,127,567 278,258
2,675,844 2,609,494
1,572,148 460,414
5,375,559 3,348,166
90,403,943 121,886,062
968,798 452,052

- 36,082,093

- 94,015

- 16,690,101

968,798 53,318,261
968,798 53,318,261
1,262,175 1,199,154
29,267,506 29,918,738
5,604,073 5,398,535

7,666 -
50,638,277 26,631,480
652448 5,419,894
88,172,970 67,368,647
90,403,943 121,886,062

w2y

Hubert Marleau

Director



GobiMin Inc.

Consolidated Statements of Income

Years Ended December 31, 2009 and 2008
(Expressed in United States Dollars)

Revenue

Cost of sales

Depreciation

Selling and distribution cost

Gross (loss)/profit (Note 4 (b))
Other revenue and gains (Note 15)

General and administrative expenses
Stock based compensation (Note 20(c))
Equity gain/(loss) in investment (Note 9)
Write-off of assets (Note 16)
Write-down of inventory (Note 17)
Other operating expenses

Operating (loss)/profit

Gain on disposal of subsidiaries (Note 4(c))
Interest expense

Loss on financial instrument (Note 13)

Exchange gain/(loss)

Earnings before tax and non-controlling interests
Income tax (Note 19)

Earnings/(losses) before non-controlling interests

Non-controlling interests (Note 14)

Net earnings for the year

Earnings per share (Note 20(f))
Basic

Diluted

Weighted average number of shares outstanding (20{f®
Basic

Diluted

See accompanying notes to the Consolidated Financial Statements

2009 2008
$ $
940,433 21,447,854
(642,677) (9,435,294)
(257,235) (1,695,248)
(122,492) (744,445)
(81,971) 9,572,867
453,647 1,405,407
(3,821,382) (5,508,060)
(396,158) (1,502,495)
104,918 (6,116)
(110,000) (1,443,521)
- (575,861)
(17,630) (148,116)
(3,868,576) 1,794,105
31,386,886 -
(32,785) (585,780)
(58,897) (94,015)
2,079,954 (299,575)
9,506,582 814,735
- (903,791)
29,506,582 (89,056)
- 121,323
29,506,582 32,267
0.43 0.00
0.42 0.00
Share Share
69,301,637 72,366,206
69,687,972 73,342,831



GobiMin Inc.

Consolidated Statements of Comprehensive Income
Years Ended December 31, 2009 and 2008
(Expressed in United States Dollars)

Net income

Unrealized exchange gain on translation of
self-sustaining foreign operations

Release of exchange reserve in relation to the
disposal of subsidiaries

Comprehensive income

2009 2008
$ $
29,506,582 32,267
1,833,527 1,006,443
(4,597,973) -
(2,764,446) 1,006,443
26,742,136 1,038,710




GobiMin Inc.

Consolidated Statements of Changes in Shareholdersuity
Years Ended December 31, 2009 and 2008

(Expressed in United States Dollars)

Share Capital

Balance at beginning of year

Issued for option exercise (Note 20 (a))
Share buy back (Note 20 (a))

Balance at end of year

Contributed Surplus

Balance at beginning of year

Options exercised (Note 20 (c))

Share buy back (Note 20 (c))

Stock based compensation (Note 20 (c))

Balance at end of year

Reserves

Balance at beginning of year
Transfer to Retained Earnings
Current year reserves (Note 21)

Balance at end of year

Retained Earnings

Balance at beginning of year

Net income

Tax refund relating to capital transactions
Charge from share buy back

Transfer (to)/from general reserve (Note 21)
Dividend paid (Note 18)

Balance at end of year

Accumulated other comprehensive income
Balance at beginning of year
Other comprehensive income (Note 24)

Balance at end of year

See accompanying notes to the Consolidated Financial Statements

2009 2008
$ $
29,918,738 31,195,252
437,022 98,466
(1,088,254) (1,374,980)
29,267,506 29,918,738
5,398,535 4,029,197
(166,264) (37,577)
(24,356) (95,580)
396,158 1,502,495
5,604,073 5,398,535
- 6,144,537
- (6,144,537)
7,666 -
7,666 -
26,631,480 24,024,559
29,506,582 32,267
- 681,444
(669,780) (2,077,130)
(7,666) 6,144,537
(4,822,339) (2,174,197)
50,638,277 26,631,480
5,419,894 4,413,451
(2,764,446) 1,006,443
2,655,448 5,419,894




GobiMin Inc.

Consolidated Statements of Cash Flows
Years Ended December 31, 2009 and 2008
(Expressed in United States Dollars)

Cash flows from (used in) operating activities
Net earnings for the year
Adjustments for items not involving cash:
- Depreciation
- Amortization in general and administrative exges
- Stock based compensation
- Loss on change in fair value of financial instients
- Exchange (gain)/loss
- Write-off of assets (Note 16)
- Write-down of inventory
- Equity (gain)/loss in investment (Note 9)
- Gain on disposal of subsidiaries (Note 4)
- Non-controlling interests

Change in non-cash working capital items:
- Accounts receivable
- Prepayments, deposits and other receivables
- Inventories
- Accounts payable
- Amount due from related parties
- Amount due to related parties
- Other payables and accrued liabilities
- Derivative financial instrument liabilities
- Tax payable

Net cash (used in) from operating activities

Cash flows from (used in) financing activities
Shares issued for cash from option exercise

Capital contribution to subsidiary by non-contnogjiinterests

Shares buy-back

Repayment from a former subsidiary-Yakesi
Bank loan

Dividend paid

Net cash used in financing activities

2009 2008

$ $
29,506,582 32,267
257,235 1,695,248

626,240 415,478

396,158 1,502,495

- 94,015
(2,079,954) 299,575
110,000 1,443,521

- 575,861
(104,918) 6,116
(31,386,886) -
- (121,323)
(2,675,543) 5,943,253

- 631,184
,935328) 345,753
- (1,090,641)

- 1,538,009
(1,138,526) 648,206
- (126,423)
452,155 7,660,119

(94,014) -

- (186,843)
(9,391,756) 15,362,617
270,761 57,636

1,099,326 -
(1,782,390) (3,460,255)
2,280,337 -

- (11,517,222)
(4,822,339) (2,174,197)
(2,954,305) (17,094,038)




GobiMin Inc.

Consolidated Statements of Cash Flows - Continued
Years Ended December 31, 2009 and 2008
(Expressed in United States Dollars)

Cash flows from (used in) investing activities
Deposit received on disposal of interests in suases
Mineral properties and equipment

Change on construction payables

Disposition of equity interest of subsidiaries (dldf)
Tax refund on capital transaction

Equity investments in joint ventures/investee
Release of restricted cash

Time deposit (Note 5)

Long term prepaids

Net cash from investing activities

Increase in cash and cash equivalents

Effect on foreign exchange rate changes on cash
Cash in the discontinuing operations at end of year
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplementary cash flow information
Interest received

Interest paid

Income tax paid

Realized forward contract loss

See accompanying notes to the Consolidated Financial Statements

2009 2008
$ $

- 35,913,420
(1,019,268) (18,498,571)

- (909,116)
36,961,595 -

- 681,444

(7,677) (771,020)
489,960 (487,670)
(5,000,000) -

- (2,532,583)
31,424,610 13,395,904
19,078,549 11,664,483

654,783 (1,355,121)

- (2,317,225)
53,617,073 45,624,936
73,350,405 53,617,073

403,121 758,528

- (655,563)

- (758,605)

58,897 -




GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

1.

NATURE OF OPERATIONS

GobiMin Inc., together with its subsidiaries (caligely referred to herein as the “Company” or “@dim”), is
engaged in the exploration and development of ralngroperties, mainly in the Xinjiang Uygur Autonous
Region (“Xinjaing”) of the People’s Republic of @lai (“China”).

In Hami of Xinjiang, GobiMin operated nickel-copperining and development business through two Chines
subsidiariesXinjiang Yakesi Resources Co. Ltd. (“Yakesi”) andrki Jubao Resources Co. Ltd. (“Jubao”). The
ore mined was processed through the processingsptavmed by the subsidiaries to produce nickel eomber
concentrates. The concentrates were sold in CioaiMin also owned, through one of the subsidiar&e9
equity interest in Dazi PuXiong Copper Company ltédi (“PuXiong”) which is engaged in exploration,ninig
and milling of copper and zinc resources in Tiligtjna. GobiMin disposed Yakesi and Jubao in Felgrag@09
and also ceased to own any equity interest in PuXio

GobiMin owns a 50% equity interest in a joint vaetuXinjiang Xinya Minerals Ltd. (“Xinya”) which iengaged
in exploration of zinc and copper projects in Xamg, China.

GobiMin, through Xinjiang Weifu Mining Limited (a l@nese subsidiary), holds 40% interest in Xinjiang
Tongxing Minerals Ltd. (“Tongxing”) while two locapartners each holding 30% interest. Tongxing’syonl
business is the exploration and development o¥drexi Copper Property.

GobiMin also owns 40% equity interest in each of three joint ventures, Xinjiang Tongde Mineralsl.|t
Xinjiang Tongan Minerals Ltd. and Xinjiang Tianhohinerals Ltd., to engage in exploration of nickekd and
zinc projects in Xinjiang, China. GobiMin also egga in exploration projects in Indonesia.

In the first half year of 2009, GobiMin acquired equity interest of 49% in China Precision Matetiahited
(“China Precision”) which is principally engagedriretal trading, predominantbilver.

In September 2009, GobiMin acquired an equity ageof 70% in Xinjiang Tongyuan Minerals Ltd. (“Tgyuan”)
for development of the Sawayaerdun Gold Projediimjiang, China.

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING PO LICIES

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

a) Principles of Consolidation:

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

b) Foreign currency translation:

The Company’s self-sustaining foreign subsidiades translated using the current rate method. Bheta
and liabilities of foreign subsidiaries are tratsthinto US dollars at year-end exchange rateseRey and
expenses are translated into US dollars at theageegxchange rates of the period. The resultingslaition
difference is included in the accumulated other pahensive income account. The Company’s integrated
foreign subsidiaries are translated using the teaipoethod. Monetary assets and liabilities of sforkign
subsidiaries are translated into US dollars at-gear exchange rates. Non monetary assets andtiebdre
translated into US dollars at historical rates. &mie and expenses are translated into US dollatiseat
average exchange rates of the period. The restitinglation difference is included in the openatiesults.

¢) Cash and cash-equivalents:

Cash and cash-equivalents consist of cash andyhiigilid money market instruments with maturitiels o
three months or less.



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

d) Mineral properties:
Included in mineral properties are property, pkamd equipment,and exploration costs.

Property, plant and equipment are recorded at é¥preciation 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 westinations of the buildings’ service lives andideal
value to calculate the depreciation expenses. &hger of buildings’ depreciation rates is from 4.75%
33.3%.

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

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

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

nil residual value.

Mineral properties are stated at cost less accugdilamortization and any impairment losses. The abs
mining rights is amortized on the straight-line ibasver their estimated useful lives of 5-10 yeaffmeral
properties are tested for impairment whenever eventircumstances indicate that a carrying amounany
not be recoverable. An impairment loss would lmgaized when the carrying amount of an asset escee
the estimated undiscounted cash flows used in materg the fair value of the assets. The amourthef
impairment loss is calculated by the excess ofabsets carrying value over its fair value. Failueas
determined using a discounted cash flow analysis.

e) Inventories:

Raw materials are valued at the lower of cost,rdgteed on first-in, first-out basis, and net reable value.
Work in progress and finished goods are valuedhetdwer of manufacturing cost and net realizalslkie.
Manufacturing cost includes the cost of raw malsyridirect labour and applicable production ovedsea
excluding borrowing costs, based on normal opegatapacity. Net realizable value is the estimatdling
price in the ordinary course of business, lessnedtid costs of completion and the estimated cestsssary
to make the sale.

f) Income taxes:

The Company uses the liability method of tax altmsafor accounting for income taxes. Under thility
method of tax allocation, future tax assets anbilltees are determined based on differences betwbe
financial reporting and tax basis of assets arullii@s and are measured using the substantivedcted tax
rates and laws that will be in effect when theatihces are expected to reverse. The amount géfutcome
tax assets recognized is limited to the amountighaipre likely than not to be recognized.

g) Stock based compensation expense:



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

h)

k)

The fair value of stock options is estimated atdhent date using the Black-Scholes Option Priditaglel.
This model requires the input of a number of asgiong, including expected dividend yields, expedtatk
price volatility, expected time until exercise aigk-free interest rates. Although the assumptissed reflect
management’'s best estimates, they involve inheosgertainties based on market conditions generally
outside of the control of the Company. If otherumsptions are used, stock option expense could be
significantly impacted. As stock options are exsedi proceeds received on exercise are creditstiae
capital.

Revenue recognition:

Revenue from the sale of nickel concentrate isgei@ed when risk and title pass to the customerptice is
fixed and determinable and collection of the prases reasonably assured. The passing of title reskd
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 custcanerthe price factor decided by the grade leveboicentrate.

Earnings per share:

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

Use of estimates:

The preparation of these consolidated financigkstants in conformity with Canadian generally ateép
accounting principles requires management to makenates and assumptions that may affect the regort
amounts of assets and liabilities at the date @ttinsolidated financial statements and the rep@mteount of
revenue and expense during the reporting periotuahcesults could differ from these estimatesnBigant
estimates and assumptions are used when accodiotiitgms such as impairment of assets, deternunaif
estimated useful lives of mineral properties amapprty, plant and equipment, construction in pregrasset
retirement obligation and stock based compensatipense.

Asset retirement obligation:

The Company recognizes the fair value of liab#itier asset retirement obligations in the periodvitich

they are incurred and in which a reasonable estinshtsuch 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 instrelement
(accretion expenses) considered in its initial meament at fair value. All the mine sites are isetéarea in
Northern China and management believes that thdityaafter the mine site retirement is immateriihe
amount of the liability will be subject to re-measment at each reporting period. It is possiblg tha
Company’s estimates of its ultimate mine site estient liabilities could change as a result of cleanig
regulations, the extent of environmental remediatequired, the means of reclamation or the cdshetes.
Changes in estimates are accounted for prospecfiagh the period the estimate is revised.

The Company has not recorded a liability for itseasetirement obligations. Currently, the Comppays an
annual environmental fee to the local governmentie cost of operating a processing plant. Thasidfixed
as per the government policy and is expensed asrét:

Financial Instruments:

Financial instruments are measured at fair valuandral recognition. After initial recognition, fiancial
instruments are measured at their fair values,@xXoe financial assets classified as loans andivables and
other financial liabilities, which are measureat@st or amortized cost using the effective interatt method.

The Company has made the following classifications:



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

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

e  Other receivables and due from related partieslassified as “loans and receivables” and are dszbr
at amortized cost, which upon their initial measueat is equal to their fair value. Subsequent
measurements are recorded at amortized cost umrgffective interest method.

e  Accounts payable, other payables and accrueditiabjl other payables and due to related parties ar
classified as “other financial liabilities” and aimitially measured at their fair value. Subsequent
measurements are recorded at amortized cost umrgffective interest method.

Transaction costs are included in the initial caigyamount of financial instruments except for hied
trading items in which case they are expensedaasried.

m) Derivative Financial Instruments:

The Company recognizes derivative financial insgata on a fair value basis upon initial recognitard
each subsequent reporting date. The Company hssifigd its non-delivery forward contract with thanks
held for trading and therefore carries it at fatue, which is equal to market value, with the afired gain
or loss recorded in other revenue or expenseseirCtinsolidated Statements of Income. Cash depuslits
by the banks for the forward contract are separatisiclosed as restricted cash in the ConsolidBeddnce
Sheets.

n) Proportionate Consolidation:

For a venture that the Company and the other gantee joint control over and share both benefitsrésks,
the Company accounts for its interest in this jorenture by proportionate consolidation, wherebg th
Company’s pro rata share of each of the assetslities, revenues and expenses that are subjejetintd
control is combined on a line-by-line basis witmiar items in the Company’s financial statements.

o) Equity Investment:

Investments in shares of incorporated companieshich the Company’s ownership is greater than 2086
no more than 50% and significant influence is pngsare accounted for by the equity method. The @om
accounts for its investment by the equity basisjctwhis carried at cost, adjusted for the Company’s
proportionate share of the undistributed earnimgslasses and reserves.

3. NEW ACCOUNTING STANDARDS
a) Goodwill and Intangible Assets

The Canadian Institute of Chartered Accountantd@AC) issued in February 2008 accounting standadti®n
3064 “Goodwill and Intangible Assets” which replacgection 3062 “Goodwill and Other Intangible As3et
Section 3450 “Research and Development” and EICQR&v&nues and Expenditures during the Pre-operating
Period”. The new section provides standards onréeegnition, measurement, presentation and disdosf
goodwill and intangible assets. This standard fiscéfe for interim and annual financial statemefietsfinancial
years beginning on or after October 1, 2008. Thepton of this standard had no impact on the Comigan
financial statements.

b) Credit Risk and the Fair Value of Financial Assatd Financial Liabilities
In January 2009, the CICA approved EIC 173 "Cr&igk and the Fair Value of Financial Assets anchiaial
Liabilities". This guidance clarified that an egtst own credit risk and the credit risk of the ctauparty should be

taken into account in determining the fair valuefinbncial assets and financial liabilities inclngdiderivative
instruments. The adoption of this guidance hadwmueict on the Company’s financial statements.

-10-



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

c) Mining Exploration Costs

On March 27, 2009, the CICA approved EIC-174 “Maiixploration Costs”, which provides guidance on
capitalization of exploration costs related to m@properties in particular, and on impairmentoofg-lived assets

in general. The Company has applied this new gaiglan 2009 and there was no impact on the Company’s
financial statements.

d) Financial Instruments - Disclosures

During 2009, CICA Handbook Section 3862 “Finandiastruments — Disclosures” was amended to require
disclosures about the inputs to fair value measargs) including their classification within a hisray that
prioritizes the inputs to fair value measuremeihie Three levels of the fair value hierarchy are:

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

Level 2 — Inputs other than quoted prices thabéxservable for the asset or liability either dilgor indirectly;

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

e) Future Accounting Changes
(i) Business Combinations, Consolidated Financial 8tates and Non-Controlling Interests

The CICA issued three new accounting standards dnuary 2009: Section 1582 "Business
Combinations", Section 1601 "Consolidated Finan8ttements" and Section 1602 "Non-Controlling
interests". These new standards will be effectordifiancial years beginning on or after JanuargQi,1.

Section 1582 "Business Combinations" replaces@edtb81 "Business Combinations", and establishes
standards for the accounting for a business cortibmdt provides the Canadian equivalent to IFRS 3
Business Combinations. The section applies prosgdetto business combinations for which the
acquisition date is on or after the beginning a flist annual reporting period beginning on oreaft
January 1, 2011. Sections 1601 "Consolidated FiahBtatements", and Section 1602 "Non-Controlling
interests”, together replace section 1600 "Conat#idl Financial Statements". Section 1601 estalslishe
standards for the preparation of consolidated firdnstatements and applies to interim and annual
consolidated financial statements relating to faianyears beginning on or after January 1, 2011.

(i) Transition to International Financial Reportingr&tards (“IFRS”)

The Canadian Accounting Standards Board (AcSB) ireguall Canadian Publicly Accountable
Enterprises (PAES) to adopt IFRS for years begmwim or after January 1, 2011. Following this tiime)

the Company will issue its first set of interimdincial statements prepared under IFRS in thediratter

of 2011 including comparative IFRS financial reswihd an opening balance sheet as at January @, 201
The first annual IFRS consolidated financial staata will be prepared for the year ended December 3
2011 with restated comparatives for the year efdkmember 31, 2010.

4. DISCONTINUED OPERATIONS

In November 2008, the Board of Directors of the @any approved the agreements on disposal of the
Company’s equity interests in Yakesi and Jubao,clwhiepresented substantial continuing operatiorthef
Company. The assets and liabilities of Yakesi armhd were therefore classified as discontinuedatioss in the
Consolidated Balance Sheet as at December 31, 30@&: there is no other material operation afterdisposal,

the operating results do not show the segregafitimeooperation results of Yakesi and Jubao.

On February 11, 2009, the agreements on the dispbd®e equity interest in Yakesi and Jubao wergraved by
the Chinese government. The total sales proceedg$vesl by the Company are RMB492 million (approxieha
$72.2 million). The Company also received dividentiRMB43.89 million (approximately $6.4 millionjam out
by Yakesi and Jubao. The disposal resulted irt gaia of $31.4 million.

-11-



GobiMin Inc.

Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

a) Assets and Liabilities of the Discontinued Opetnagio

As Yakesi and Jubao were sold in the quarter eiBadh 31, 2009, their assets and liabilities areimduded in
the financial statements for the year. The majasses of assets and liabilities of the discontinygerations are

as follows:

December 31, 2009 December 31, 20(
ASSETS $ $
Current
Cash and cash equivalents - 2,317,22!
Loan receivable - 1,026,03:
Prepayments and other receivables - 11,465,47
Inventory - 2,499,41
Mineral properties - 44,931,9C
Equity investments - 1,439,49:
Due from related parties - 80,24
Assets of discontinued operations - 63,759,80

December 31, 2009 December 31, 20(
LIABILITIES $ $
Accounts payable - 2,511,1C
Due to related parties - 20,378
Other payables and accrued liabilities - 13,900,97
Income tax payable - 174,08(
Future income tax liabilities - 83,562
Liabilities of discontinued operations - 16,690,1C

b) Gross loss from Discontinued Operations

Gross loss of $81,971 (2008: gross profit of $9,862) arising from discontinued operations represéme loss

from sales of nickel produced by Yakesi upon itpdsal on February 11, 2009.

c) Gain and Proceeds from Disposition of Equity Intéie Subsidiaries

December 31, 200 December 31, 20(

$ $

Net assets disposed of as at February 11, 2009 40,777,447 -

Gain on disposal of subsidiaries 31,386,886 -

Consideration from disposition 72,164,333 -
Net proceeds from disposition of equity interest irsubsidiaries:

Consideration from disposition 72,164,333 -

Deposits received in 2008 (36,082,093) -
Effect of foreign exchange rate changes in 2009 (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 -

Pursuant to the sale and purchase agreements Mateinber 23, 2008, the Company agreed to disposes of
93.55% and 95.16% equity interests in Yakesi afdduespectively. According to the aforesaid agees the
deposits of RMB246 million (approximately $36.1 linih) were received by the Company during the y@ated
December 31, 2008.
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Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

The final installments and dividends, net of taymant, of RMB254 million (approximately $37.0 miah) were

received by the Company during the quarter endextivial, 2009.

5. CASH AND CASH EQUIVALENTS AND TIME DEPOSIT
Cash and cash equivalents and time deposit atnie31, 2009 include cash in different location$adlows:
Bank location Reporting Currency Amount US$ 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
Cash and cash equivalents at December 31, 20Q&iecash in different locations as follows:
Bank location Reporting Currency Amount US$ Equaval
Canada CAD 251,223 205,147
Hong Kong HKD 99,708,820 12,865,322
China RMB 276,619,220 40,545,981
Indonesia IDR 6,861,969 623
Total 53,617,073
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@sugh banks authorized to conduct foreign exchdmiginess.
The fair market values of cash and cash equivalgmproximate their carrying values at Decembef8@9.
Time deposit of $5,000,000 placed with a bank mnél Kong carrying interest at 1.41438% per annuth wi
mature in May 2010.
6. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

The balance of prepayments, deposits and otheiveddes represent prepayment of expenses, renpaisiteand
deposit payment for the acquisition of building andold project. During the year ended Decembe28@9, the
balance of prepayments, deposits and other redewalpe mainly contributed by the following depssitade by

the Company.

On April 19, 2009, the Company entered into an exgent to acquire a building in Hami, Xinjiang of iGd to
serve as the head office of the operations in Cfona consideration of RMB9,870,000 ($1,446,714jck is
treated as deposit paid as at December 31, 2009.d€posit paid would be transferred to fixed asafter
obtaining the property ownership certificate uplo@ tompletion of the building inspection.
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Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

Further to the agreement for acquiring the headetbuilding in Hami, the Company entered into greament
for the renovation work of the head office buildirihe deposit paid for the renovation work is RMEX),000
($908,777) as at December 31, 2009.

On September 15, 2009, the Company entered intagreement to participate in the development of the
Sawayaerdun Gold Project by forming a joint ventdrengyuan in which GobiMin owned 70% equity intgre
As at December 31, 2009, RMB25,000,000 ($3,664,428)been paid by Tongyuan as deposit for obtaitiag
exploration and mining license of Sawayaerdun Pityf&ee Note 22).

7. DIVIDEND RECEIVABLE FROM AN INVESTEE COMPANY
The amount represents a dividend receivable of2889(2008: nil) from the Company’s 49% owned ineest
company, China Precision.
8. MINERAL PROPERTIES AND EQUIPMENT
Accumulate(
Amortization, Net
Cos Written off Book Value
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
December 31, 2008
Buildings 121,44¢ (23,614) 97,831
Furniture, equipment and motor vehicles 290,45¢ (199,402) 91,05¢
Mineral exploration rights 89,371 - 89,371
501,27 (223,016) 278,25¢
During 2008, a carrying value of $1,233,160 wastem off for the Company’s exploration rights arelated
machinery in Indonesia, as management believes thas no economic value for those assets undendnket
conditions. No such written off was made for thearyended December 31, 2009. There are no sigmtifica
commitments or payment requirements for any ofntineeral properties for both years.
9. EQUITY INVESTMENTS
Equity investments represent the Company’s equirésts of 40% in each of the four joint ventwetablished
in 2007 to explore nickel, copper, lead and zirgexts in Xinjiang, China and an equity interes#®%6 in China
Precision established in 2009 to engage in metdirtg, predominately silver.
The Company accounts for its investments on thdtyeduasis, which is carried at cost, adjusted foe t
Company’s proportionate share of their undistriduéarnings and losses and reserves. During the greded
December 31, 2009, the Company recorded $104,1i8/exnin (2008: $6,116 loss) on the investments.
10. INTEREST IN JOINT VENTURE

During 2006, GobiMin formed a joint venture, Xiny&ith Xinjiang Huaxin Minerals Ltd (“Huaxin”). GoMin
and Huaxin each acquired a 50% interest in Xinyancting RMB 1 million ($136,910) cash into it paid-in
capital. The joint venture is formed for mining égation and development in northwest China.
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Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

11.

12.

13.

14.

During 2008, the Company and Huaxin increased #id-ip capital in Xinya each by injecting RMB 4 tidh
($598,694) respectively.

The Company adopts the proportionate consolidatiethod to account for its interest in Xinya. Ther@any’s
proportionate share of its interest in and redutisy the joint venture as at and for the year endedember 31,
2009 are as follows:

2009 200¢

$ $

Cash and cash equivalents 498,503 560,54
Intangible assets — exploration right 205,792 89,372
Fixed assets 654 82C
Other receivables 192 73,288
Other payables (4,648) (585
700,493 723,444

2009 200¢

$ $

General and administration expenses (2,670) (7,980
Net cash used in operating activities (42,731) (17,63%
Net cash used in financing activities - (539,870
Net cash used in investing activities (19,210) (39,57)
Effect on foreign exchange rate changes oh cas 2,565 (66,620

RELATED PARTY TRANSACTIONS AND BALANCES

a) Amount due from related parties of $83,484 (200BL,347) pertains to receivables from the Company’s
joint venture, Tongxing, for Canadian consultingvgges on its current exploration projects.

b) Amount due from related parties of $389,338 (20E#B9,067) pertains to receivables from the Company’
joint venture, Tongxing, for Chinese explorationvézes on its current exploration projects.

c¢) Amount due from related parties of $1,099,326 (2088Nil) pertains to receivables from minority
shareholders of the Company’s joint venture, Tomagyufor Chinese exploration services on its current
exploration projects.

The transactions with related parties are measatrélde exchange amount, which is the amount ofideration

established and agreed by the parties. The balanteselated parties are unsecured, non-intereatibg, and

without fixed repayment terms.

RESTRICTED CASH

Restricted cash comprises bank deposit to seccuerancy forward contract in 2008 (see Note 13 féstricted
cash has been released upon the maturity of thefdrcontract on March 10, 2009.

DERIVATIVE FINANCIAL INSTRUMENT

As at December 31, 2008, GobiMin had an open positih a non-delivery forward contract with a baffilsioort
selling RMB at exchange rate of 6.986 for $7,000,0Dhe forward contract matured on March 10, 2008 a
realized a total loss of $152,912, of which $58,89Tecognized during 2009 (2008: nil). For the ryeaded
December 31, 2008, the unrealized loss is $94,015.

NON-CONTROLLING INTERESTS
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15.

16.

17.

18.

19.

Non-controlling interests represent the 30% (2048: equity interest in Xinjiang Tongyuan Mineralsmited
held by minority shareholders. For 2008, the nontadling interests included also 6.45% equity iets in

Yakesi and 4.84% equity interests in Jubao. All@lmenpany’s equity interests in Yakesi and Jubaewi&sposed
in February 2009.

OTHER REVENUE AND GAINS

The Company recognized $453,647 (2008: $1,405,diér revenue and gains in 2009, of which $403(2P08:
$758,528) represents interest income. The remaipimtjon of other revenue and gains representelrércome
of office and sales of motor vehicles during 2009.

WRITE-OFF OF ASSETS

During 2009, GobiMin wrote off $110,000 (2008: $332160) deposit paid for exploration assets, wiéthtes to
the Company’s 70% owned subsidiary, Topwise’s engtion project in Indonesia, as the Company has los
contact with the local party after the local eaudike and the management believed the amount riectible. In
addition, GobiMin wrote off $210,361 due from reldtparties on 31 December, 2008 pertaining to ldartbe
minority shareholders of PT Gobi, as the manageeli#ved the amount not collectible.

WRITE-DOWN OF INVENTORY

As at December 31, 2008, GobiMin wrote down thesimiory by $575,861, reflecting the decreased nmeteé at
the year end. There is no inventory write-down wign2009.

DIVIDENDS PAID

In June 2009, GobiMin paid an annual dividend of D@01 per share according to the Company’s dividend
policy and 2008 annual performance and a speciafl@tid of CAD0.07 per share following the disposél
Yakesi and Jubao, totaling $4,822,339 (2008: $2197).

INCOME TAX

No provision for Canada and Hong Kong Income tax Iteen made as the Company has no assessable jrofit
either Canada or Hong Kong during the year. Therend related future tax asset recognized either, as
management believes that the operating loss indzaaad Hong Kong is unlikely to be recovered imfatyears.

Yakesi was subject to a corporate income tax riilb%. Yakesi is eligible for an exemption from % 3egional
tax rate and a 50% relief from the 30% state téeiraChina. Jubao, was subject to two-year taidhglstarting
from 2007. After the two-year tax holiday, Jubasutbject to a corporate income tax of 15%. In Fatyr2009,
the Company had disposed Yakesi and Jubao.

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

The Company's provision for income taxes reportéfflers from the amounts computed by applying the
cumulative Canadian federal and provincial income fiates to the earnings before taxation as atre$uhe
following:

2009 2008

$ $

Profit before tax 29,506,582 814,735
Statutory tax rates 33% 33.5%
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Notes to Consolidated Financial Statements
Years ended December 31, 2009 and 2008
(Expressed in United States Dollars)

Tax charged at statutory tax rates $ 9,737,172 $ 272,936
Tax rate differential (4,879,151) (1,132,861)
Permanent difference (6,715,288) 706,455
Loss expiry 50,195 72,383
Change in valuation allowance 1,807,072 530,930
Other - 123,636
Withholding tax - 330,312
Tax expense $- $ 903,79

Loss carry forwards and other temporary differertbas give rise to future income tax assets (libdl) as at
December 31, 2009 and 2008 are as follows:

Future income tax assets 2009 2008
Canadian tax loss carry forwards $1,106,845 $979,50:
Unclaimed share issue costs 130,732 312,34!

1,237,577 1,291,84
Valuation allowance (1,237,577) (1,291,847
Excess of accounting base over tax base relatingnadirights and properties - 83,56
Future income tax liabilities $- $83,56:

At December 31, 2009, the Company had accumulatedcapital losses for Canadian income tax purpdse o
approximately $3,354,076 which will expire betwe10 and 2029.

20. SHARE CAPITAL, WARRANTS AND STOCK OPTION S

a) Common Shares

Numbe Amount
Authorized: $
Unlimited number of common shares
Issued and outstanding:
Balance, December 31, 2007 73,464,502 31,195,252
Shares issued for option exercise 96,000 98,466
Shares bought back and cancelled (3,236,100) (1,374,980)
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
b) Preferred Shares
GobiMin did not issue or authorize any preferredretfor both years.
c) Contributed Surplus
Amount
$
Balance, December 31, 2007 4,029,197
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Years ended December 31, 2009 and 2008
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Charge from share buy back (95,580)
Options exercised (87,577)
Stock-based compensation expense 1,502,495
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

d) Normal Course Issuer Bid

On January 23, 2009, GobiMin announced that itnitel to renew its normal course issuer bid to &@mase
some of its common shares on the TSX Venture Exgihahhe Company intends to acquire up to an additio
3,516,220 common shares, representing approximatélpf the then common shares outstanding. Purstese
expected to be made in accordance with applicagelations over a maximum period of 12 months endin
January 31, 2010. Up to December 31, 2009, a tftél,557,300 common shares were repurchased for an
aggregate cost of CAD2,054,685 ($1,782,390). Wdires repurchased are returned to treasury foettation.

e) Stock Options

On May 26, 2005, the Company adopted a resolutamcaling all of its outstanding stock option plard
creating a new stock option plan to grant optiansts employees, directors and officers to purchasamon
shares. A number of 6,700,000 (2008: 5,700,000)ncomshares were reserved for issuance pursuatieto t
exercise of options to be granted under the plan.

A summary of the status of the Company’s stockampplan as of December 31, 2009, and changes dthveng
year is presented below:

2009 2008
Number of Weighted Average Weighted Averag
Options Exercise Price Number of Option Exercise Price
$ $
Outstanding, beginning of year 4,398,00 1.72 3,330,4C 1.88
Issued on January 31, 2008 - - 50,000 2.89
Issued on March 10, 2008 - - 15,000 3.44
Issued on August 25, 2008 - - 1,202,001 1.06
Issued on February 12, 2009 50,000 0.71 - -
Forfeited (701,400) 2.2¢ (103,40(¢ 1.28
Exercised (490,200) 0.5% (96,000 0.55
Outstanding, end of year 3,256,400 1.7¢ 4,398,00 1.72

The following table summarizes the employee stqatioos outstanding and exercisable at Decembe2(19:

Weightec Weightec  Weighted

Number o Average Weightec Number o Average Average

Exercist Exercis¢ Options Remaining Average Options Remaning Exercise

Price Price  Outstanding Contractual Life Exercise Price Exercisable Contractual Life Price
CAD $ (Years) $ (Years) $

0.64 0.55 1,021,40( 0.78 0.55 1,021,400 0.78 0.55

1.1C 0.95 10,000 0.93 0.95 10,000 0.93 0.95

1.85 1.66 150,000 1.49 1.66 150,000 1.49 1.66

2.1C 1.79 5,000 2.12 1.79 3,000 2.12 1.79

3.60 3.61 875,000 0.59 3.61 875,000 0.59 3.61
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3.60 3.61 200,000 2.59 3.61 120,000 2.59 3.61
1.10 1.06 840,000 1.67 1.06 504,000 1.67 1.06
1.10 1.06 105,000 3.67 1.06 42,000 3.67 1.06
0.88 0.71 50,000 0.08 0.71 50,000 0.08 0.71

3,256,40( 1.19 1.76 2,775,90 1.03 1.85

21.

22.

Stock Based Compensation

In 2009, the weighted average fair value of optignanted amounted to $0.28 (2008: $0.67) per opfidre
Company determines fair value of the employee stymions using the Black-Scholes option pricing elodn
determining the fair value of these employee stoutions, the following assumptions were used:

2009 2008
Risk free interest rate: 0.58% 3.22%
Expected life: 1 year 1-5 years
Expected volatility: 113% 90%
Dividend yield: 0-1% 0-1%

f) Basic and Diluted Earnings Per Share

Year ended
December 31, 2009 December 31, 2008

Net earnings available to shareholders
Basic and diluted $29,506,582 $32,267

Weighted average shares outstanding

Basic 69,301,637 72,366,2(

Effect of dilutive stock options and warrants 386,335 976,62

Diluted 69,687,972 73,342,83

Earnings per share (basic) $0.43 $0.00

Earnings per share (diluted) $0.42 $0.00
RESERVES

During 2009, net earnings of $7,666 (2008: niljtef Company’s subsidiaries in China was transfetoegeneral
reserve. As a result of the sale of its operasingsidiaries, the reserve balance of $6,144,53¥eaember 31,
2007 was transferred to retained earnings duriagyéar ended December 31, 2008.

COMMITMENTS

As at December 31, 2009, there are approximatg|268,266 (2008: $24,152,667) in capital commitraghat
the Company had contracted, but not provided foe dommitments are for acquisition of the explomtassets
and renovation work of an office building.

On September 10, 2009, the wholly owned subsidi&gobiMin, Xinjiang Weifu Mining Limited (“Weifu), has
entered into an agreement with Xinjiang Baodi Mgnidompany and a subsidiary of Brigade No. 2 of i4imj
Bureau of Geology and Mineral Resources to formoiatjventure company, Tongyuan, in China for the
development of the Sawayaerdun Gold Project in ixing, China. GobiMin has committed to invest
RMB50,000,000 ($7,328,844) in cash to Tongyuaritfof 0% equity interest. The consideration for agqg the
exploration and mining license of the Sawayaerduopéty is RMB45,500,000 ($6,669,247) and Tongyhas
paid a deposit of RMB25,000,000 ($3,664,422) aDatember 31, 2009. The remaining commitment is
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23.

24.

25.

RMB20,500,000 ($3,004,825) to be payable subjethéoprogress on the transfer of the exploratiah mming
licenses to Tongyuan.

During 2009, Weifu has entered into an agreemanthfe renovation work of the head office buildingHami.

The total contracted amount is RMB7,970,000 ($1,268). As mentioned in note 6, RMB6,200,000 ($908)7
has been paid as deposit for the renovation worthefoffice building. The remaining capital commémt is

RMB1,770,000 ($259,441) as at December 31, 2009.

The Company has approximately $23,868 (2008: £23,6honthly office rental expense in its Hong Kaared
Canada offices.

SEGMENTED INFORMATION

The Company conducted its business as a singleatipgrsegment, being the development and exploitadif

mineral properties. It has no material operatiderahe disposal of the 2 operating subsidiarieBahruary 2009
(see Note 4). All mineral property interests angited assets were located in China, except for ry lienited

number of mining rights and office equipments aoepliin Indonesia. Before the disposal, all of thenpany’s
revenues were derived from China sources and tinep@oy had only one customer during the period aaéry

the related consolidated financial statements.

ACCUMULATED OTHER COMPREHENSIVE INCOME

As at December 31, 2009, accumulated other compséleincome represents net unrealized exchangeogai
translation of self-sustaining foreign operations.

FINANCIAL INSTRUMENTS

Under Canadian generally accepted accounting jptessi all financial instruments must be classifiatb a

defined category, namely, held-to-maturity investtse held-for-trading financial assets or finandiabilities,

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

2009 2008
$ $

Held for trading (a) 78,350,405 54,107,033
Amount due from related parties (b) 1,572,148 460,414
Other financial liabilities (c) 968,798 36,534,145
Derivatives (d) - 94,015

(a) Cash and cash equivalents, time deposit and restri@sh are measured at fair value.
(b) Due from related parties are measured at amortiast

(c) Accounts payable, other payables and accrued itiabjl deposit received and due to related pardies
measured at amortized cost.

(d) Foreign exchange forward contract is measuredratdéue.

Fair value of financial instruments

The fair value of financial instruments represetis amounts that would have been received fromadd o

counterparties to settle these instruments. Theyiogramount of all financial instruments clasdgifias current
approximates their fair value because of the stmatirities and normal trade terms of these instnimiélhe fair
value of other financial instruments disclosedhia tinancial statements are based on the Comphaegtsestimates
using present value, quoted market prices and othkration techniques that are significantly aféecty the

assumptions used concerning the amounts and tiofirgstimated cash flows and discount rates whidleate
varying degrees of risk.
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Foreign exchange forward contract

The Company used foreign exchange forward conttacteanage its foreign exchange risks. The Comjeaay
entered into a non-delivery forward contract wittbank of short selling RMB in 2008. The forward trant
matured on March 10, 2009 and realized a total d6$152,912, of which $58,897 is recognized du26§9. For
the year ended December 31, 2008, the unrealizsli$0$94,015. No further foreign exchange forwaodtract
has been entered into by the Company in 2009.

Risks arising from financial instruments and risk management

The Company is exposed to various types of maiké&s,rincluding changes in foreign exchange ratdsrest
rates, the prices of nickel and copper, in the mdreourse of business. The Company’s overall rigkhagement
program focuses on mitigating these risks on a-effsttive basis. The Company uses derivative fir@n
instruments to reduce its exposure to foreign cuwyeisk associated with the RMB proceeds to beived in
2009. The Company’s policy is to use derivativesy dor managing existing financial exposures but far
trading or speculative purposes.

Exchange Rate Risk

The Company generates revenues and incurs expegglifimarily in Canada, Hong Kong and China and is
exposed to risk from changes in foreign currendgsaln addition, the Company holds financial assetd
liabilities in foreign currencies that expose thengpany to foreign exchange risks. A significantra® in the
currency exchange rates between the U.S. dolldatives to the Hong Kong dollars, RMB as well as &adian
dollars could have an effect on the Company’s fam@rnposition and cash flows. The Company has edigkd its
exposure to currency fluctuations.

Many foreign currency exchange transactions inv@vRMB, including foreign exchange transactionseainithe
Company’s capital account, are subject to foreigchange controls and require the approval of th€ Fate
Administration of Foreign Exchange. Developmentatieg to the PRC’s economy and actions taken keyRRC
government could cause future foreign exchanges ratevary significantly from current or historicates. The
Company cannot predict nor give any assurancesditure stability. Future fluctuations in excharrgées may
adversely affect the value, translated or convarteU.S. dollars of the Company’s net assetspnefits and any
declared dividends. The Company cannot give anyrasse that any future movements in the exchangs &t
Renminbi against the U.S. dollars and other foraigrrencies will not adversely affect its resulfsoperations,
financial condition and cash flows.

As at December 31, 2009 with other variable unckdng 1% strengthening (weakening) of the Chindg® R
against the Canadian dollar would have increasedrédsed) net income and other comprehensive indyme
$0.29 million and $0.03 million, respectively.

Credit Risk

The Company is exposed to credit risk with respeaash equivalents and other receivable. The icgrigmount
of these assets included on the balance sheetsegpsethe maximum credit exposure. The cash eguitsabre
mainly short-term bank deposits. None of the caghivalents were in asset backed commercial papestugts.
The Company has deposited the cash equivalentikskthat meet minimum requirements for quality Agdidity
as stipulated by the Company’s Board of Directbtanagement believes the risk of loss to be remote.

Liquidity Risk

Liquidity risk is the risk that the Company may eunater difficulties in meeting obligations assoedhtwith
financial liabilities. As at December 31, 2009, t@empany was holding cash and cash equivalentstiare
deposit of $78,350,405. The Company has determiinagdthe cash and cash equivalents and time defposit
previous financings will be more than sufficientftond its requirements for investments in workirgpital and
capital assets. The total $968,798 financial lied are due within one year.

Interest Risk
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26.

27.

28.

Interest risk is the risk that the fair value otufie cash flows of a financial instrument will fluate due to changes
in market interest rates. The Company’s cash etgnt& and short term investments primarily inclutieghly
liquid investments that earn interests at markitsréhat are fixed to maturity. Because of the tstesm nature of
these financial instruments, fluctuations in mankees do not have significant impact on the falues of the

financial instruments as of December 31, 2009.

CAPITAL MANAGEMENT

The Company’s objectives of capital managementirtended to safeguard the entity’s ability to suppbe
Company’s normal operating requirement on an orggdiasis, continue the development and exploratfoibso
mineral properties, and support any expansionagI|The capital of the Company consists of thastencluded
in shareholders’ equity. The Board of Directors slo®t establish a quantitative return on capitéega for
management but promotes year-over-year sustairatéengs growth targets. The Company manages thieakca
structure and makes adjustments to it in lightherges in economic conditions and the risk chariatits of the
underlying assets.

The Company is not subject to externally imposegitabrequirements.

ECONOMIC DEPENDENCE

The Company conducts its business as a single topprsegment, being the development and explonatib
mineral properties. All mineral property interesisd capital assets are located in China. All of Gleenpany’s
revenues are derived from China sources.

SUBSEQUENT EVENTS

1.

On January 26, 2010, GobiMin announced that itnidéel to renew its normal course issuer bid to
repurchase on the TSX Venture Exchange up to aiti@ml 3,412,865 common shares, representing
approximately 5% of the then common shares outgsign&®urchases are expected to be made in accadanc
with applicable regulations over a maximum periéd®» months ending January 31, 2011. Since Jariuary
2010 and up to April 15, 2010, no common share® lmen repurchased. All shares repurchased will be
returned to treasury for cancellation.

On February 9, 2010, GobiMin announced that it Batered into an agreement to invest in the Balikun
Coal Project. According to a NI 43-101 Mineral Res@ estimate prepared by Scott Wilson Ltd., the
Project hosts 38 million tonnes of coal in MeasuResources and 50 million tonnes in Indicated Ressu
GobiMin currently holds an indirect equity interest 24.49% in the Project and participates in the
management and operations.

On April 13, 2010, GobiMin entered into a framewafreement with China Daye Non-Ferrous Metals
Mining Limited (“China Daye”) to dispose a 32% efyuinterests in the Yanxi Copper Property (“Prombse
Transaction”). GobiMin shall own a remaining 8%inedt equity interest in the Property. GobiMin shbu
receive net proceeds of about HKD70.4 million ($3rfillion) comprising about HKD4.4 million ($0.57
million) in cash and HKD66 million ($8.51 milliory convertible bonds of China Daye. The Company is
expected to have an estimated gain on disposal A63B6 million ($6.84 million) arising from this
Proposed Transaction. Completion of the Proposedshrction is subject to the related regulatory @aygis
and upon fulfilment of the various conditions seftt in the framework agreement.. The application fo
mining license of Yanxi Copper Property is in th®egess. Should the mining license not be granted b
December 31, 2010, the Company guarantees to refu@thina Daye all the consideration received and i
return, China Daye shall transfer the interestam Copper Property back to the Company.

On April 15, 2010, GobiMin declared an annual dénd of CADO0.0125 ($0.0125) per share for 2009
according to its dividend policy and the 2009 ahmexformance. The dividend is payable on Juned102
to shareholders of record on May 12, 2010.
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The following discussion and analysis of the cosdéd operating results and financial
condition of GobiMin Inc. for the year ended Decemi81l, 2009 should be read in
conjunction with GobiMin’s audited consolidated dicial statements for the year ended
December 31, 2009 and the year ended DecemberOB8, Zhe financial information was
prepared in accordance with Canadian generallypdedeaccounting principles (“GAAP”).
This Management’s Discussion and Analysis was pegpan April 15, 2010.

Certain statements included in this discussion tinte forward-looking statements. Such
forward-looking statements can often, but not akyde identified by the use of words such
as “can”, “could”, “believe”, “propose”, “anticipat e”, “intend”, “consider”, “estimate”,
“expect”, or other variations of such expressions forward-looking statements may declare
that certain measures, events or results “can”, tdd’ or “will” be taken or occur or be
attained. Such forward-looking statements involveown and unknown risks and
uncertainties as well as other factors that coullige actual results, performances or
achievements of the Company to differ materialbymfrthe future results, performances or
achievements implied or suggested in such forwao#thg statements. Such risks,
uncertainties and other factors include but are lwited to the risk factors discussed under
the heading “Risk Factors” below. Accordingly, seholders are cautioned not to put undue
reliance on forward-looking statements. These fodalaoking statements are made as of the
date of this discussion and the Company disclaims abligations to update any forward-
looking statements in order to account for any éven circumstances that might occur after
the date that such forward-looking statements vestablished.

1. Corporate Overview

GobiMin Inc., together with its subsidiaries (caligely referred to herein as the “Company”
or “GobiMin”), is engaged principally in the expaiion and development of mineral
properties in the People’s Republic of China (“Gti)n

The Company’s major base metals projects were ddcat Hami of the Xinjiang Uygur
Autonomous Region (“Xinjiang”) of China, where Gbtin operated a nickel-copper mining
and development business through its Chinese sabis&l The ore mined by the subsidiaries
was processed through their processing plants aduge nickel and copper concentrates.
GobiMin disposed the two subsidiaries in Febru&l§®

GobiMin currently owns a 40% interest in the Ya®@dpper Property in Hami of Xinjiang,

China. The Company received for its Yanxi Coppaperty an initial NI 43-101 compliant

Mineral Resource Estimate from Scott Wilson RPADictober 2008. The Mineral Resource
Estimate showed in-situ metal of approximately 2&flion pounds of copper in Indicated

Mineral Resources with a further 160 million poumdsnferred Mineral resources. On April

13, 2010, GobiMin entered into a framework agredmeith China Daye Non-Ferrous

Metals Mining Limited (“China Daye”) to dispose &% interests in the Yanxi Copper
Property. GobiMin shall own a remaining 8% indirequity interest in the Yanxi Copper
Property after the completion of the disposal.

In the first half year of 2009, the Company acqliien equity interest of 49% in China
Precision Material Limited (“China Precision”). i@k Precision is principally engaged in
metal trading, predominantly silver.
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In September 2009, GobiMin acquired an equity ggef 70% in a new joint venture,
Xinjiang Tongyuan Minerals Ltd. (“Tongyuan”), foedelopment of the Sawayaerdun Gold
Project in Xinjiang, China.

In February 2010, GobiMin has acquired an indiegpiity interest of 24.49% in the Balikun
Coal Project in Xinjiang, China and will particigan its management and operations.

2. Highlights

(a) Financial highlights

Year ended Year ended Changes
December 31, December 31, on
2009 2008 yearly basis
Revenue $0.9 million $21.4 million -95.6%
Net earning$” $29.51 million  $0.03 million >100.0%
EBITDA® $30.5 million ~ $6.3 million >100.0%
Gross Margin -8.7% 44.6% >-100.0%
Basic earnings per share $0.43 $0.00 >100.0%
Diluted earnings per share $0.42 $0.00 >100.0%
EBITDA per shar@ $0.44 $0.09 >100.0%
Cash and cash equivalents and time
deposit $78 million $54 million 46.1%
Cash and cash equivalents and time
deposit per shafe $1.15 $0.76 50.6%
Annual dividend per shaf@ $0.0125 $0.01 25%

(1) Net earnings for the year 2009 comprised also the ga disposal of the 2 operating subsidiaries mr@.

(2) As non-GAAP measurements, EBITDA, EBITDA per st@@ash and cash equivalents and time deposit per
share and Cash cost per tonne of ore do not comply @AAP and, therefore, the amounts presentedan th
above table may not be comparable to similar daesented by other companies. The data is intended t
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 CADO.Q$R50125) per share for 2009 according to its
dividend policy and 2009 annual performance. The @amg paid an annual dividend of CADO.01 per share
for 2008 according to the Company’s dividend policyl a special dividend of CADO0.07 per share foliayvi
the disposal of the 2 Chinese operating subsidiaries

(b) Change in auditor

Ernst & Young LLP (the “Former Auditor”), at theqaest of the Company, resigned as
auditor of the Company effective October 23, 2008e Board of Directors of the Company
has appointed BDO Limited as the Company’s auditadhe place and stead of the Former
Auditor effective October 23, 2009 until the clafehe next Annual General Meeting of the
Company. There were no reservations in the FoAudrtor’s reports in connection with the

financial statements of the Company for the twotmesently completed financial years, and
any period subsequent to the most recently conple¢eiod for which an audit report was
issued and preceding the effective date of exgdithe@Former Auditor’s term of office.

3. Business Summary and Development

(@) Gold Project in Xinjiang
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The Company, through a wholly owned subsidiaryeeatt into an agreement with Xinjiang
Baodi Mining Company (“Baodi”) and a subsidiaryBifigade No. 2 of Xinjiang Bureau of
Geology and Mineral Resources (“Brigade No. 27) fasm a joint venture company,
Tongyuan, in China to develop and operate the Sagrdyn Gold Project in Xinjiang, China.
GobiMin owns a 70% equity interest in Tongyuan wtitlaodi and Brigade No. 2 each owns
an interest of 15% (See the Company’s news releaSeptember 18, 2009).

(b) Coal Project in Xinjiang

On February 9, 2010, GobiMin has acquired an intlieguity interest of 24.49% in the
Balikun Coal Project in Xinjiang, China and willptigipate in its management and operations.
GobiMin and its partner jointly have a controllimgerest in the project through Xinjiang
Ruide Mining Limited. According to a NI 43-101 Mirs¢ Resource estimate prepared by
Scott Wilson Ltd. in February 2010, the Balikun CBeoject hosts 38 million tonnes of coal
in Measured Resources and 50 million tonnes inchtdd Resources (See the Company’s
news release on February 9, 2010).

(c) Silver Operations

The Company intends to build a vertically integdas#iver operation. During the first half
year of 2009, GobiMin acquired a 49% equity inteiesChina Precision which engages
predominantly in silver trading. China Precisiory®yphysical silver ingots from producers
and sells them directly to end consumers. All dsitions are hedged and it is not exposed to
market price movements. GobiMin will continue tousce and explore new business
opportunities with potential partners in this secto

(d) Base Metals Exploration Projects in Xinjiang

GobiMin currently owns 5 base metals explorationjgrts in Xinjiang, China including
nickel, copper, lead and zinc projects. The mdstiaced project is the 40% owned Yanxi
Copper Property which is located about 115 km sofithe city of Hami in Xinjiang, China.
During the year, the Company continued the workatals the potential development of this
project and has applied for the mining licenceis lexpected that the mining license can be
obtained by the Company within 2010. On April 2910, GobiMin entered into a
framework agreement with China Daye to dispose % 32terests in the Yanxi Copper
Property. GobiMin shall own a remaining 8% indirequity interest in the property. The
transaction is expected to be completed on or befone 30, 2010.

The Company will continue the work on the remaingxgloration projects which are at early
exploration stages and some of them have undergenennaissance-prospecting or
reconnaissance exploration.

(e) Investment Opportunities

The Company ceased to have its substantial minpegations in Hami, Xinjiang of China
following the disposal of two operating subsidiarie February 2009. With a cash and time
deposit balance of $78 million, the Company wilegeon searching for potential investment
opportunities. Several projects are currently umagotiation and assessment.
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() Normal Course Issuer Bid

On January 23, 2009, the Company renewed its naxmake issuer bid to repurchase up to
an additional 3,516,220 common shares over a mawiperiod of 12 months ended January
31, 2010. The Company repurchased 2,557,300 constmares during the year. All shares
repurchased were returned to treasury for canmeilaitGobiMin has 68,257,302 shares
outstanding as at December 31, 2009.

On January 26, 2010, GobiMin has renewed its nogoaltse issuer bid to repurchase up to
an additional 3,412,865 common shares for a furtimer year period. The normal course
issuer bid will expire on January 31, 2011. UpAmril 15, 2010, no common shares were
repurchased. All shares repurchased will be retuto¢reasury for cancellation.

4. Key Economic Trends
(@ Nickel

The main product sold by GobiMin was nickel concatat, which accounted for 100% of
total revenues in the year. The price receivedheyGompany for the nickel contained in the
concentrate was calculated at a discount to theeSki domestic nickel cathode price (which
is generally correlated to the London Metal ExcleaffytME”) nickel price). The discount
reflects the smelter and refining charges as weleaovery loss to convert concentrate into
nickel cathode.

The cash settlement price of nickel on the LME aged $6.67 per pound in 2009, compared
to an average of $13.04 in 2008.

(b) Copper

The Company did not produce any copper concenti€2809. Revenue from selling copper
concentrates is treated as by-product creditserctticulation of cash operating costs in last
year.

(© China Economy

Since GobiMin’s operations are mostly conducte€Imna, Chinese economy condition is a
key factor on the Company’s business. The currdlucyuation will have an impact on the
Company’s cost structure as the Company reportd&J$ dollars. For the year ended
December 31, 2009, the Chinese currency RenmiftiiB”) depreciated slightly by 0.1%
against the US dollar.

5. Critical Accounting Policies and Estimates

The Company’s accounting policies are describedNate 2 to the audited consolidated
financial statements for the year ended December28@9. The preparation of financial
statements in conformity with GAAP requires managemto make estimates and
assumptions that affect the reported results. Gisrig these estimates could materially
impact the consolidated financial statements. Thécies and estimates made by the
Company that are considered to be most criticatlaseribed below.
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(a) Revenue Recognition

Revenue from the sale of nickel concentrate wasgrdzed when risk and title passed to the
customer, the price is fixed and determinable asltection of the proceeds is reasonably
assured. The passing of title and risk occurreddas the terms of the off-take contract. The
price was based on the formula in the off-take ramtthat includes average listed price of
the customer and the price factor decided by thdegtevel of concentrate.

(b) Depreciation of Property and Equipment

Property and equipment are recorded at cost. Digpicat and amortization is computed
using the straight-line method with an estimatesiduwal value of 0 - 5%. The annual
depreciation or amortization rates 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%

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

(©) Asset Retirement Obligations

The Company recognizes the fair value of liabgitier asset retirement obligations in the
period in which they are incurred and in which asenable estimate of such costs can be
made. The asset retirement obligation is recordeal l&@bility with a corresponding increase
to the carrying amount of the related asset andedéegied over the life of the asset. Over time,
the liability is increased to reflect an intereldneent (accretion expenses) considered in its
initial measurement at fair value. All the mineesitare in desert area in Northern China and
management believes that the liability after thenemsite retirement is immaterial. The
amount of the liability will be subject to re-meamment at each reporting period. It is
possible that the Company’s estimates of its uli@maine site retirement liabilities could be
changed as a result of changes in regulations,eittent of environmental remediation
required, the means of reclamation or the cosmeséis. Changes in estimates are accounted
for prospectively from the period the estimatecigised.

The Company has not recorded a liability for itseigetirement obligations. Currently, the
Company pays an annual environmental fee to the pmvernment for the cost of operating
a processing plant. This fee is fixed as per thegonent policy and is expensed as incurred.

(d) Equity Investment

Investments in shares of incorporated companiesyhich the Company’s ownership is
greater than 20% but no more than 50% and whesggeificant influence is present, are
accounted for by the equity method. The Companyp@as for its investment on an equity
basis, which is carried at cost, adjusted for thmm@any’'s proportionate share of the
undistributed earnings and losses and reserves.
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(e) Proportionate Consolidation

For a venture that the Company and other partiee f@int control over and share both
benefits and risks, the Company accounts for itsr@st by proportionate consolidation,
whereby the Company’s pro rata share of each ohskets, liabilities, revenues and expenses
that are subject to joint control is combined olina-by-line basis with similar items in the
Company’s financial statements.

() Derivative Financial Instruments

The Company recognizes derivative financial insenta on a fair value basis upon initial
recognition and each subsequent reporting date Chimepany has classified its non-delivery
forward contract with the bank held for trading @hdrefore carries it at fair value, which is
equal to market value, with the unrealized gaitoes recorded in other revenue or expenses
in the Consolidated Statements of Income. Cashdikspbeld by the bank for the forward
contract are separately disclosed as restrictddinabe Consolidated Balance Sheets.

6. New Accounting Standards

(@ Goodwill and Intangible Assets

The Canadian Institute of Chartered AccountantsIGAT) issued in February 2008
accounting standard Section 3064 “Goodwill andrigthle Assets” which replaces Section
3062 “Goodwill and Other Intangible Assets”, Seeti®450 “Research and Development”
and EIC27 “Revenues and Expenditures during tleeoPerating Period”. The new section
provides standards on the recognition, measuremeggentation and disclosure of goodwiill
and intangible assets. This standard is effecovénterim and annual financial statements for
financial years beginning on or after October 10&0The adoption of this standard had no
impact on the Company'’s financial statements.

(b) Credit Risk and the Fair Value of Financial Assetd Financial Liabilities

In January 2009, the CICA approved EIC 173 "Cr&d#k and the Fair Value of Financial
Assets and Financial Liabilities". This guidancarifled that an entity's own credit risk and
the credit risk of the counterparty should be takea account in determining the fair value
of financial assets and financial liabilities inding derivative instruments. The adoption of
this guidance had no impact on the Company’s fiigustatements.

(© Mining Exploration Costs

On March 27, 2009, the CICA approved EIC-174 “Munifexploration Costs”, which
provides guidance on capitalization of exploratioosts related to mining properties in
particular, and on impairment of long-lived asdatgeneral. The Company has applied this
new guidance in 2009 and there was no impact o timpany’s financial statements.

(d) Financial Instruments Disclosures

During 2009, CICA Handbook Section 3862 “Finandmastruments — Disclosures” was
amended to require disclosures about the inpufaitoralue measurements, including their
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classification within a hierarchy that prioritizéfse inputs to fair value measurement. The

three levels of the fair value hierarchy are:

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

Level 2 — Inputs other than quoted prices thatodrgervable for the asset or liability either
directly or indirectly;

Level 3 — Inputs that are not based on observahl&et data.

(e) Future Accounting Changes

(1) Business Combinations, Consolidated Finan@#htements and Non-Controlling
Interests

The CICA issued three new accounting standardsumuaky 2009: Section 1582 “Business
Combinations”, Section 1601 “Consolidated Finan8&tements” and Section 1602 “Non-
Controlling interests”. These new standards wilkefffective for financial years beginning on
or after January 1, 2011.

Section 1582 “Business Combinations” replaces @e@b81 “Business Combinations”, and

establishes standards for the accounting for anbasicombination. It provides the Canadian
equivalent to IFRS 3 - Business Combinations. Td@ien applies prospectively to business
combinations for which the acquisition date is omatier the beginning of the first annual

reporting period beginning on or after January 0112 Sections 1601 “Consolidated

Financial Statements” and Section 1602 “Non-Colitglinterests” together replace section
1600 “Consolidated Financial Statements”. Sectid@011 establishes standards for the
preparation of consolidated financial statementsl applies to interim and annual

consolidated financial statements relating to foialnyears beginning on or after January 1,
2011.

(i) Transition to International Financial Repodistandards (“IFRS”)

The Canadian Accounting Standards Board (AcSB) ireguall Canadian Publicly
Accountable Enterprises (PAEs) to adopt IFRS fargebeginning on or after January 1,
2011. Following this timeline, the Company will uss its first set of interim financial
statements prepared under IFRS in the first quarte2011 including comparative IFRS
financial results and an opening balance sheet darmary 1, 2010. The first annual IFRS
consolidated financial statements will be prepdoedhe year ended December 31, 2011 with
restated comparatives for the year ended Decenih@030.

The Company has performed an assessment of compaoisthe IFRS framework with
Canadian GAAP. In general, IFRS uses a conceptameiwork which is similar to Canadian
GAAP, while there are significant differences ir threas of accounting policy choices and
increased disclosure requirements, it is noted titconvergence of Canadian GAAP to
IFRS would not induce material impact on the resaftoperations and financial position of
the Company in 2009 and onwards as well as the @oyp business.

The IFRS that have been identified as differenCemadian GAAP and significant to the
Company are explained below. The list below issnobmplete list of changes that will result
from the transition to IFRS. It is intended to Hight those areas the Company believes to be
most significant. The Company will also actively mitor if there is any modifications or
recommendations made by the International Accogn8tandards Board (“IASB”) on the
IFRS. As a result of possible changes to certditSlland the changing business environment,
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the Company cannot reasonably quantify the fullantghat adopting IFRS will have on the
Company’s financial position and future resultthé time.

Property, Plant & Equipment

International Accounting Standard (“IAS”) 16 “Prape Plant & Equipment” and Canadian
GAAP contain the same basic principles, howeveretlage some differences. IFRS require
that significant parts of an asset be depreciagpdrately and that depreciation commences
when the asset is available for use. Based onatestl analysis, this requirement should not
have a material impact. IFRS also permit propeatgnt and equipment to be measured using
the fair value model or the historical cost moddie Company is not planning on adopting
the fair value measurement model for its propgstant and equipment. The Company will
continue to measure its property, plant and equippraeamortized cost.

Impairment of Assets

Impairments under IAS 36 “Impairment of Assets” d@sed on discounted cash flows.
Under Canadian GAAP, if an asset’s estimated undisted future cash flows are below its
carrying amount, a write-down is required and isedained as the amount by which the
carrying amount exceeds the discounted cash fldhere is no undiscounted test under IFRS.
This may result in more frequent write-downs wheaarying values of assets were
previously supported under Canadian GAAP on answadinted cash flow basis, but could
not be supported on a discounted cash flow basisdtition, under IAS 36 a favourable
change in circumstance that resulted in impairneérdan asset, other than goodwill, would
trigger the need to recalculate the amount of inmpant, with any reversal being recognized
in income to the extent the asset had previousBnbenpaired. Under Canadian GAAP,
impairments are not reversed. The Company is ciyreassessing the impact of this
difference on its financial results.

Provisions

IAS 37 “Provisions, Contingent Liabilities and Cimgfent Assets” requires a provision to be
recognized when: there is a present obligation @esalt of a past transaction or event; it is
probable that an outflow of resources will be reggiito settle the obligation; and a reliable
estimate can be made of the obligation. “Probaipl¢his context means more likely than not.
Under Canadian GAAP, the criterion for recognitianthe financial statements is “likely”
which is a higher threshold than “probable”. Howgtkre Company does not believe this will
materially impact its financial results. Other diftnces exist in relation to the measurement
of provisions. IFRS require that changes to timicash flow estimates and discount rates be
applied prospectively. Under Canadian GAAP, changeatiscount rates in the case of asset
retirement obligations apply only to the additionarease to liability and not to the entire
liability. The Company is currently assessing thegpact of this difference to its asset
retirement obligations.

Share-Based Payments

IFRS 2 "Share-based Payment" requires that stotiengpthat may be sequentially acquired,
be measured and recognized for each distinct imsat of equity acquisition. The
Company's policy consisted of determining a singlie for all options granted, regardless
of equity acquisitions, and of recognizing in aelin manner the entire grant, as permitted
under GAAP. Moreover, IFRS 2 requires that expedtetbitures be accounted for in the
recognition of compensation cost, whereas curreidisfeitures are recognized when they
occur. The Company is currently assessing the itrgfais difference on its financial results.
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Retrospective Application

Most of the adjustments required upon conversionFRS will be made retrospectively,

relative to the opening balance of retained eamingthe first comparative balance sheet.
However, IFRS 1 "First-time adoption of Interna@bnFinancial Reporting Standards”

provides a certain number of optional exemptionsgémeral requirements for entities
adopting IFRS for the first time.

7. Selected Quarterly Information

Selected quarterly information is provided as folo

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

Revenue - - - 940,433
Net earnings / (loss) (7,378,103 (790,924) (492,595) 38,168,204
Basic earnings / (loss) per share (0.1207 (0.012) (0.007) 0.543
Diluted earnings / (loss) per share (0.1207 (0.011) (0.007) 0.541
Cash and cash equivalematsd time

deposit 78,350,40 75,676,346 80,599,671 92,026,901
Total assets 90,403,94 89,599,209 90,489,060 96,287,094
For the quarter ended December 31, September 30, June 30, March 31,

2008 2008 2008 2008
$ $ $ $

Revenue 366,27! 7,481,856 6,762,013 4,137,711
Net earnings / (loss) (2,955,975 1,150,383 1,294,072 543,78
Basic earnings / (loss) per share (0)41 0.016 0.018 0.00:
Diluted earnings / (loss) per share (0.040 0.016 0.018 0.007
Cash and cash equivalentgldime

deposit 53,617,07 34,868,732 39,168,373 44,133,34.
Total assets 121,886,06 93,967,095 93,582,677 93,340,77
8. Results of Operations

(@ Revenues

The Company recorded in 2009 revenues of $940,483ared to $21,447,854 in 2008.
Revenue for nickel concentrate was $940,433, comdpty $17,261,538 in 2008 and there
was no revenue for copper concentrate, compar&d 86,316 in 2008. The revenue was
lower as there was only one month of operationG@92due to the disposal of the operating
subsidiaries on February 11, 2009.

Other revenue and gains in 2009 were $453,647 (2808!05,407) including $403,121
(2008: $758,528) in interest income. The remaingogtion of other revenue and gains
represented rental income of office and sales abmeehicles during the year 2009.

The following table summarizes the Company’s preéidncand revenue information for the
years:
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Mining Operations 12 Months Ended 12 Months Ended
December 31, 2009 December 31, 2008

Ore (tonnes)

Processed 3,470 312,388
Sold 34,464 294,926
Nickel grade of ore 0.47% 0.45%
Metallurgical recovery 92.1% 83.7%
Metal contained in concentrate ('000 pounds)
Nickel 329 2,456
Copper - 1,517
Metal contained in concentrate sold ($)
Nickel $940,433 $17,261,538
Copper and others $- $4,186,316
Total Revenue $940,433 $21,447,854
Average realized price of nickel contained in
concentrate (per pound) $2.86 $7.03
Average realized price of copper contained in
concentrate (per pound) $- $2.76
Average cash cost per pound of nickel contain
concentrate, net of by-product credfits $2.33 $2.44
Average cash cost per tonne of ore, net of by-
product credit§” $22.20 $20.32

(1) Cash cost is a non-GAAP measure, which excludes dapom and asset write-off, and includes mining,
milling, haulage and sales and distribution costféer deducting the copper, gold and silver revenue

(b) Cost of sales

Cost of sales amounted to $642,677 ($18.65 peretasfnore) in 2009 compared to
$9,435,294 ($31.99 per tonne of ore) in 2008. @dstales includes the costs of mining,
milling, haulage from mine sites to the mill andoarce tax to the local government. The
significant decrease in the cash cost per tonnmdmly caused by the write-down of
inventories by RMB4 million (equivalent to $575,86ar the year ended December 31, 2008.
The cash cost per tonne would be similar to th&08f8 if the write-down of inventory value
was not taken into account.

The selling and distribution cost was $3.55 peneoaf ore, increasing from $2.52 a year ago.
This cost is incurred for the rail and truck tramsation of concentrates to the customers’
smelter sites. The increase is mainly due to irsg@dransportation cost to a smelter situated
further away.

There was no sale of copper concentrate and sg-podaluct credit for the year.
Cash cost figure, a non-GAAP measure, represemstdtal of all cash costs directly
attributable to the related mining and milling cgiesns after the deduction of credits with

respect to by-product sales. The Company prodwsessrate nickel and copper concentrates.
Disclosure of cash cost by the Company may not ibectty comparable to other nickel
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producers and is only intended to provide investarth information about the cash
generating capacity of the mining operations ofGloempany.

The following table presents the calculation ofrcaperating cost per tonne of ore sold:

12 Months Ended 12 Months Ended
December 31, 2009 December 31, 2008
$ $/tonne $ $/tonne
Cost of sale§’ 642,677 18.65 9,435,294 31.99
Selling and distribution cost 122,492 3.55 744,445 2.52
By-product credits:
Copper, gold and silver - - (4,186,316) (14.19)
Cash operating cost 765,169 22.20 9R[M3 20.32

(1) Cost of sales excludes depreciation and write-oifffiilofe construction cost.

(© Gain on disposal of subsidiaries

The Company received total sales proceeds of RMBdiiibn (approximately $72.2 million)
for the disposal of the equity interests in Yakasd Jubao. The net asset value of the
subsidiaries on the date of disposal amounted @8%dillion which resulted in a gain on
disposal of $31.4 million. The net asset valuehef subsidiaries was originally estimated as
$38.5 million which resulted in an estimated gaim disposal of $33.6 million in the
Company’s 2009 quarterly unaudited financial staets. The change is about $2.2 million,
mainly due to the net effect of adjustments onrdserve and retained earnings in relation to
the disposal. The change in the estimate was maskedbon the latest available and reliable
information become known to the Company. Themoihange in the cash flow in relation
to the disposal and no impact on the net asseéalthe Company from this adjustment.

(d) Other expenses

Depreciation expense was $257,235 compared to $249 in 2008. The decrease in
depreciation was mainly due to the disposal ofojerating subsidiaries in February 2009.

General and administrative expenses incurred i yieiar were $3,821,382 compared to
$5,508,060 in 2008, and were lower as a resultisfotitinued operations. The expenses
mainly include office rental, staff cost and cottisig) fees.

In 2009, the Company granted 50,000 options texternal consultant at an exercise price of
$0.71 (CAD$0.88) per share vested over one year.ahtortized portion of total stock based
compensation in 2009 decreased to $396,158 (20Q&%0%,495) mainly due to the
cancellation of stock options granted to staff urtle discontinued operation.

(e) Earnings per share

Basic earnings per share for 2009 were $0.43 (26080) and diluted earnings per share
were $0.42 (2008: $0.00).
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) EBITDA

In 2009, earnings before interest income and expenscome taxes, stock-based
compensation, write-off expense, depreciation andrazation (“EBITDA”), a non-GAAP
performance measure, were $30.5 million as compar&8.3 million in 2008.

The following table presents the calculation of EBA for the periods indicated:

12 months ended 12 months ended
December 31 December 31

2009 2008
Net earnings $ 29,506,582 $ 32,267
Interest income (403,121) (758,528)
Interest expense 32,785 585,780
Income tax - 903,791
Depreciation 257,235 1,695,248
Amortization in general and administration expenses 626,240 415,478
Stock based compensation 396,158 1,502,495
Write-off of assets and Write-down of inventory 01a00 2,019,382
Non-controlling interest - (121,323)
EBITDA® 30,525,879 6,274,590
EBITDA per sharé? 0.44 0.09

(1) As a non-GAAP measurement, EBITDA does not comfilyGAAP and, therefore, the amount presented énahove
table may not be comparable to similar data presérty other companies. The data is intended toigeoadditional
information and should not be considered in isolatior as a substitute for measures of performanepgred in
accordance with GAAP.

(2) Based on weighted average number of shares outstarainon-GAAP measure

(9) Annual dividend

On April 15, 2010, the Company declared an anniadlend of CAD0.0125 ($0.0125) per
share for 2009 in accordance with the Company’'sldind policy and 2009 annual financial
performance. The dividend is payable on June 10 20Xkhareholders of record on May 12,
2010.

9. Liquidity and Capital Resources

The following table summarizes the Company’s cadstdd cash flows and cash on hand for
the year ended December 31, 2009:

December 31, 2009 December 31, 2008

Cash and cash equivalents $73,350,405 $53,617,073
Working capitaf® $84,059,586 $65,219,635
12 Months ended 12 Months ended
December 31, 2009 December 31, 2008
Net Cash (used in) from operating activities ($2,396) $15,362,617
Net Cash used in financing activities ($2,954,305) ($17,094,038)
Net Cash from investing activities $31,424,610 $93,904

(1) Working capital is a non-GAAP measurementchvis the difference between current assets anettliabilities.
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(a) Operating activities

In 2009, net cash used in operating activities $8891,756 compared to $15,362,617 net
cash generated in 2008. The cash outflow for tar yas mainly due to substantially

reduced revenue since the disposal of the operatibgidiaries in February 2009 and the
payment of RMB25,000,000 ($3,660,323) as deposithe acquisition of the exploration and

mining licenses to Tongyuan in the year.

(b) Financing activities

Financing activities used cash flow of $2,954,3@D08: $17,094,038) in 2009. The
Company received $2.3 million loan repayment frasndiscontinued operation in February
2009. The Company also received $0.27 million Far éxercise of options during the year.
$1.1 million (RMB7,500,000) was received from thenamity shareholders of Tongyuan for
its registered capital. $4.82 million cash was useohying annual and special dividends and
$1,782,390 (CAD2,054,685) was used in repurchaaisf7,300 common shares.

(©) Investing activities

Investing activities generated $31,424,610 of ¢as2009 compared to $13,395,904 in 2008.
In February 2009, the agreements in respect ofsdhe of the Company’s equity interests in
Yakesi and Jubao were approved by the Chinese igoest. Accordingly, the Company

received the final installments of the sales prdsdegether with the dividends paid out by
Yakesi and Jubao. The total amount received dutfiegyear, net of tax, was RMB254

million (approximately $37.0 million). In additio®5 million cash was used in making a time
deposit which will be matured in May 2010.

10. Balance Sheet
(a) Cash

The Company had $78,350,405 in cash and cash éepiisand time deposit as at December
31, 2009 compared to $53,617,073 as at Decembe20BB. The significant increase in the
cash and time deposit balance is attributed tedhe of its subsidiaries.

(b) Share Capital

As at December 31, 2009, the Company had 68,257¢@08mon shares issued and
outstanding. During this year, 2,557,300 commoneshavere bought back and cancelled and
490,200 common shares were issued for the exetigations by employees.

During 2009, GobiMin granted 50,000 options exexsis until January 31, 2010 to an
external consultant.

11. Contractual obligations and commitment
As at December 31, 2009, there are approximateB683266 (2008: $24,152,667) in capital
commitments that the Company’s subsidiaries hadracted, but not provided for. The

commitments are for acquisition of the exploratassets and renovation work of an office
building.
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On September 10, 2009, the wholly owned subsid&gobiMin, Weifu, has entered into an
agreement with Baodi and Brigade No. 2 to form iatjgenture company, Tongyuan, in
China to participate for the development of the &gerdun Gold Project in Xinjiang, China.
GobiMin has committed to invest RMB50,000,000 (£8,844) in cash to Tongyuan for its
70% equity interest. The consideration for acqgitiime exploration and mining license of the
Sawayaerdun Property is RMB45,500,000 ($6,669,24d) Tongyuan has paid a deposit of
RMB25,000,000 ($3,664,422) as at December 31, 200@ remaining commitment is
RMB20,500,000 ($3,004,825) to be payable subjedh&progress on the transfer of the
exploration and mining licenses to Tongyuan.

During 2009, Weifu has entered into an agreenmnttie renovation work of the head office
building in Hami. The total contracted amount is BR&O70,000 ($1,168,218).
RMB6,200,000 ($908,777) has been paid as deposithto renovation work of the office
building. The remaining capital commitment is RMBA0,000 ($259,441) as at December 31,
20009.

The Company has approximately $23,868 (2008: £23,&nonthly office rental expense in
its Hong Kong and Canada offices.

12.  Off-balance sheet arrangements

The Company does not have any off-balance shesiggments.

13. Proposed Transaction

On April 13, 2010, GobiMin has entered into a fraroek agreement with China Daye to
dispose a 32% equity interests in the Yanxi Coppeperty (“Proposed Transaction”).
GobiMin shall own a remaining 8% indirect equityarest in the Property. GobiMin should
receive net proceeds of about HKD70.4 million (89rfillion) comprising about HKD4.4
million ($0.57 million) in cash and HKD66 millior$58.51 million) by convertible bonds of
China Daye. The Company is expected to have amagsid gain on disposal of CAD6.86
million ($6.84 million) arising from this Propos@dansaction. Completion of the Proposed
Transaction is subject to the related regulatogyreyals and upon fulfillment of the various
conditions set out in the framework agreement dalication for mining license of Yanxi
Copper Property is in the process. Should themgificense not be granted by December 31,
2010, the Company guarantees to refund to China @#ythe consideration received and in
return, China Daye shall transfer the interest am¥ Copper Property back to the Company.
(See the Company’s news release on April 13, 2010).

14. Outstanding Share Data

The following table provides information concernitige Company’s share capital and
convertible securities:
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December 31, 2008 December 31, 2009 April 15, 2010
Number of Common Shares 70,324,402 68,257,302 68,282,302
Outstanding
Warrants - - -
Options 4,398,000 3,256,400 3,202,000
Total Number of Common 74,722,402 71,513,702 71,484,302
Shares Fully Diluted

15.  Fourth Quarter 2009 Review

For the three months ended December 31, 2009, thepé@ny reported net losses of
$7,378,103 (Q4 2008: $2,955,975 net loss).

General and administrative expenses totaled $93871Q4 2008: $1,655,214) in the fourth
quarter of 2009. An exchange loss of $3,426,723 ZQ@8: $299,575) has been recognised
for the translation of the Company’s year end CA® lrabilities balance. The net loss in the
fourth quarter of 2009 also included the adjustmest gain on disposal of subsidiaries,
which resulted from the net effect of changes anrtbserve and retained earnings, of about
$2.2 million as described in note 8(c) above. Tlen@any also recorded a non-cash income
of $80,857 (Q4 2008: expense of $314,890) for stoaked compensation and $110,000
(2008: $1,443,521) asset write-off expenses.

16. Risk factors

The mining business conducted by the Company ifesuld a number of risks, including
those outlined below. These risk factors could netg affect the Company’s future
operating results and could cause actual evertfés materially from those described in the
forward-looking statements relating to the Compd®eaders should also be aware that there
are particular risks of doing business in Chinma®f which are outlined below.

(@ Metal prices

The profitability of the Company may be significgraffected by changes in the market price

of metals. Metal prices fluctuate on a daily basid are affected by numerous factors beyond
the control of the Company. Interest rates, irdlatiexchange rates and world supply of

mineral commodities can all cause fluctuationshie market prices for these metals. Such
external economic factors are in turn influenceadtbgnges in international economic growth

patterns and political developments.

The Company may apply its free cash balances taalmeading operations. These

transactions are by their very nature speculativé eould result in GobiMin suffering
financial losses.

(b) Currency risks
The Company’s operating expenses and revenues dpmrations are in RMB, the main

currency used by the Company. Currently, the RMBnised to the US dollar by exchange
rates managed through China'’s central bank. Acoglyliexchange rate fluctuations with the
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RMB may adversely affect the Company’s financiakipon and operating results. The
Company does not currently engage in foreign cagréredging activities.

Under current regulations, there is no restricborforeign exchange conversion of the RMB
on the current account, although any foreign exghamansaction on the capital account is
subject to prior approval from the State Administra of Foreign Exchange (“SAFE") or
review by the payment bank in accordance with rgenis issued by SAFE. However, even
on the current account the RMB is not a freely estible currency. Foreign invested
enterprises in China are allowed to repatriateiptotheir foreign parents or pay outstanding
current account obligations in foreign exchangerbust present the proper documentation to
a designated foreign exchange bank in order toodo Ehere is no guarantee that foreign
exchange control policies will not be changed stoasquire government approval to convert
RMB into foreign currency on the current accoumhese limitations could affect the ability
of the Company to obtain foreign exchange throught @r equity financing, or to obtain
foreign exchange for capital expenditures.

(©) Exploration, development and operating risks

The exploration and development of mineral deposit®lves significant risks over a
significant period of time, which even with a comdsion of careful evaluation, experience
and knowledge may not be eliminated. Few propertieg are explored are ultimately
developed into producing mines. Major expendituresy be required to establish mineral
reserves through drilling, to develop metallurgipabcesses and to develop the mining and
processing facilities and infrastructure at ang shosen for mining. No assurance can be
given that minerals will be discovered in suffidigantities to justify commercial operations
or that funds required for development can be abthion a timely basis. The economic
viability of a mineral deposit depends on many dest including size, grade, cost of
operations, metal prices, cost of processing egempntontinuing access to smelter facilities
on acceptable terms, government regulations, lendré, and environmental protection. The
exact effect of these factors cannot be measuredhbucombinations of these factors may
impact the success of the Company's mineral expiradevelopment and acquisition
activities. Even after the commencement of miningerations, such operations may be
subject to risks and hazards such as environméaizdrds, industrial accidents, cave-ins,
rock bursts, unusual or unexpected geological faong, ground control problems and
flooding. The occurrence of any of the foregoinglldaresult in damage to or destruction of
mineral properties and production facilities, peadnjuries, environmental damage, delays
or interruptions of production, increases in prdauc costs, monetary losses, legal liability
and adverse government action.

It is not always possible to obtain insurance agfaal such risks and the Company may
decide not to insure against certain risks becati¥égh premiums or other reasons. Should
such liabilities arise, they could reduce or eliatenany further profitability and result in
increasing costs and a decline in the value ofstdwurities of the Company. The Company
does not maintain insurance against political mirenmental risks.

The Company’s properties are generally located amHregion, a sector which has in the
past experienced seismic activity of six to sevenhe Richter scalél'herefore, planning for
mines and infrastructures must consider seismicitiie design.

The development of mining properties has inherésiksr The Company may not have

sufficient technical or financial resources to cteitp the projects. Costs over-runs are
common in mining projects and may pose a risktier€@ompany.
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(d) Uncertainty of ore reserve and resource estimates

For some of its properties, the Company may prepgm@vn mineral reserves and resources
estimate only in accordance with the former Chinmistry of Geological and Mineral
Resources “CMGMR”) classification system. The CMGMR classificatiopstem is not
compliant with the Canadian Securities Administratblational Instrument 43-101. These
figures are only estimates and there cannot beaasyrance given that the estimated mineral
reserves and resources will be recovered or tlegtwhll be recovered at the rates estimated.
Mineral reserve and resource estimates are detedniased upon assumed commodity prices
and operating costs. These factors may in the dutander certain mineral reserves and
resources unproductive and may ultimately resub isignificant reduction in reserves and
resources.

(e) Capital requirements

The Company does have limited financial resourdétbough the Company believes it will
be able to fund the development of its mineral props through existing working capital,
and a combination of debt and equity, there candassurance the Company will be able to
raise additional funding if needed. Failure to abtuch additional funding could result in the
delay or indefinite postponement of the exploratimnd development of some of the
Company’s properties.

() Risks relating to conducting business in China

The business operations of the Company are logateohd the revenues of the Company are
derived from activities in, China. Accordinglygethbusiness, financial condition and results of
operations of the Company could be significantlyd eadversely affected by economic,
political and social changes in China. Generallpin@ demonstrates favourable policies
towards foreign investments. However, there is margntee that current policy trends and the
existing economic policy of China will not be chadg A change in policies in China could
adversely affect the Company.

(9) Dependence on Key Managerial Employees

The success of the Company is highly dependent gipercontinued services of a small
number of key managerial employees both in CanadaGhina, including Mr. Felipe Tan,

the Chief Executive Officer of the Company and Ehmang Ming, a Director of the Company
and General Manager of the Chinese subsidiary.Qdmapany does not currently maintain
key-man life insurance policies on any member ofaggment. Accordingly, the loss of any
of these executives could have a material advédfset ®n the Company.

(h) Competition

There is significant and increasing competitionhimtthe mining industry for the discovery
and acquisition of properties considered having roencial potential. The Company
competes with other mining companies, some of whi¥e greater financial resources, and
as a result, the Company may not be able to acaquiineral interests on terms it considers
acceptable. As well, the Company competes for greuitment and retention of qualified
employees and other personnel. The current econgnowveth in China and the corresponding
creation of a more liquid market for skilled empteg may lead to future problems in
retaining local Chinese management. As a resulisfcompetition, the Company may not be
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able to acquire additional mineral interests an@ lr retain qualified personnel for its
projects.

17. Outlook

Despite the turbulence on the financial market, iabis still financially well positioned to
explore synergistic acquisition and investment opyputies.

Since the successful completion of the disposatsofwo Chinese subsidiaries in February
2009, GobiMin endeavors to make opportunistic aitjans with the cash reserves. In our
recently completed financial year, GobiMin has aeglian equity interest in a silver trading
operation and a gold property and, subsequentlgaily 2010, a coal project in China.
Management is optimistic that these projects wiindp satisfactory contribution to the

Company upon commissioning and full operation.

During the coming year ahead, the Company willéase its efforts towards advancing the
existing and newly acquired mining projects fronplexation to development stage. Given
our strong financial cash position, GobiMin willagt focused on finding investment
opportunities with sound potential to sustain ocevelopment in the long run. The projects
currently under evaluation and negotiation includgh quality exploration and mining
projects in China and overseas.

We look forward to the period ahead and the coetindelivery of strong returns for the
shareholders.
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