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FORWARD-LOOKING STATEMENTS

Certain statements made herein, including statemesiating to matters that are not historical featsl
statements of SGQ’s beliefs, intentions and expiecsabout developments, results and events whilttor
may occur in the future, constitute “forward-loogimformation” within the meaning of applicable Galan
securities legislation and “forward-looking statens® within the meaning of the “safe harbor” proeiss of
the United States Private Securities Litigation dRef Act of 1995. Forward-looking information and
statements are typically identified by words susHanticipate,” “could,” “should,” “expect,” “seek;may,”
“intend,” “likely,” “plan,” “estimate,” “will,” “be lieve” and similar expressions suggesting futurec@umes or
statements regarding an outlook. These include,abel not limited to, statements respecting ardieip
business activities; planned expenditures; corpatritegies; proposed acquisitions and dispositibassets;
discussions with third parties respecting matedgreements; anticipated capital expenditures;, réutu
production; expected mine life and payback peribdapital of the Ovoot Tolgoi Mine; future exploiat and
expenditures on the Soumber Deposit and other qgisoje Mongolia; increased coal transportation cépa
estimates of future Chinese demand for coal; expeed for mitigation of potential environmental pacts;
adequacy of the Company's funding sources; esterafteeserves and resources; the impact of amertdrtgen
the laws of Mongolia and other countries in whibke Company carries on business; the adequacy for an
particular purpose of the coal products, if angtthmay, in the future, be mined from the Comparcgal
exploration and development properties; the typeaafl products being produced; and other statentbats
are not historical facts.

LT ” LI

All such forward-looking information and statemeate based on certain assumptions and analyseshyade
the Company’'s management in light of their expex@eand perception of historical trends, currentdd@mns
and expected future developments, as well as dHwors management believes are appropriate in the
circumstances. These statements, however, arecstibja variety of risks and uncertainties anaofactors
that could cause actual events or results to diffeterially from those projected in the forwardkow
information or statements. Assumptions on whigséhforward-looking statements are based includeare
not limited to, assumptions regarding, the glolmin®mic environment; the timing and receipt of tatpry
approvals; the availability of financing for actieis when required and on acceptable terms; theracg of
component costs of capital and operating cost atisn the accuracy of the interpretation of dauits and
the estimation of mineral resources and resertiesgcansistency of future exploration, developmemhiming
results with the Company’s expectations; and thenewic, political and legal climate in the PRC and
Mongolia. This list is not exhaustive of the fastéhat may affect any of the Company’s forwardkiag
statements. A discussion of these and other fthat could cause actual results to differ froesthforward-
looking statements include those described underhtbading “Risk Factors” elsewhere in this Annual
Information Form. The reader is cautioned not lecg undue reliance on forward-looking informatian
statements.

The Company does not assume the obligation to eewisupdate any forward-looking information or
statements after the date of this document oruseehem to reflect the occurrence of future uicidted
events, except as may be required by law.



DEFINITIONS AND OTHER INFORMATION

Currency and Exchange Rates

In this Annual Information Form, all funds are qeatin United States dollars unless otherwise indita
References to “$” and “US$” are to United StateBad®, references to “Cdn$” are to Canadian dolkard
references to HK$ are to Hong Kong dollars.

The Bank of Canada noon buying rates for the psettd one United States dollar using Canadian olla
were as follows during the indicated periods:

(Stated in Canadian dollars)

Year Ended December 31

2010 2009 2008
End of period 0.9946 1.0466 1.2246
High for the period 1.0778 1.3000 1.2969
Low for the period 0.9946 1.0292 0.9719
Average for the period 1.0299 1.1420 1.0660

The Bank of Canada noon buying rate as of Marct2801 for the purchase of one United States daBarg
Canadian dollars was Cdn$0.9714 (one Canadianrdullthat date equalled US$1.03).

The Bank of Canada noon buying rates for the pwelod one Hong Kong dollar using Canadian dollagsew

as follows:
(Stated in Canadian dollars)

Year Ended December 31

2010 2009 2008
End of period 7.815492 7.408395 6.328753
High for the period 7.236099 5.966124 5.976786
Low for the period 7.815492 7.530177 8.007623
Average for the period 7.5430466.787906  7.302967

The Bank of Canada noon buying rate as of March28@1 for the purchase of one Hong Kong dollar gisin
Canadian dollars was Cdn$0.128he Canadian dollar on that date equalled HK$8.01)

Defined Terms and Abbreviations

Throughout this Annual Information Form, there #mems that are defined in the document and usedionl
the relevant section in which they are defineder€tare also a number of defined terms and ablbievsathat
are used consistently throughout the documentlsvi
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“2006 Minerals Law’ means the Minerals Law of Mongolia, enacted oly 8) 2006, and effective from
August 26, 2006, as the same may be amended aptkswgnted from time to time.

“Articles” means the Articles of Continuance of the Compdated May 29, 2007.
“Aspire” means Aspire Mining Limited, a company listedtbe Australian Stock Exchange.
“ASTM” means American Society for Testing Materials.

“Audit Committee” means a committee of the Board, established b\Bibard, for the purpose of overseeing
the accounting and financial reporting processeb@ifCompany and audits of the financial statemehtke
Company.

“Auditors” or “Deloitte & Touche” means Deloitte & Touche LLP.
“B.C.” means British Columbia, Canada.

“BCBCA" means thaBusiness Corporations A{British Columbia), as amended and supplementead fime
to time.

“Board” means the Board of Directors of the Company.

“Canadian Securities Administrators means the securities regulators of each provimoee territory of
Canada.

“Canadian Offering” means the January 2010 public offering in Canafdg 700,000 Common Shares.

“Central Soumber’ means the area delineated and identified as teetr@ Soumber coal field in the
Soumber Deposit.

“CIC” means China Investment Corporation or any whollyned subsidiary thereof.
“CIM " means the Canadian Institute of Mining, Metalluend Petroleum.
“Common Share$ means common shares without par value in thetalapi the Company.

“Company’ means SouthGobi Resources Ltd. (formerly “Southi@nergy Resources Ltd.”) and includes,
as the context requires, one or more of its sudngéadi.

“Compensation and Benefits Committeemeans a committee of the Board formed to disohding Board'’s
responsibilities relating to compensation and hignef Directors and executive officers of the Camyp.

“Director(s)” means director(s) of the Company.

“East Soumbel means the area delineated and identified as tm Boumber coal field in the Soumber
Deposit

“Fenwei” meansShanxi Fenwei Energy Consulting Co., Ltd., an imgafent industry consultant to the
Chinese coal sector.

“First Funding Agreement’ means the first funding agreement dated April 2806 between IVN and the
Company pursuant to which IVN agreed to make abkiléo the Company a US$10.0 million line of credit
(which was subsequently increased to US$15.0 millip mutual agreement).

“Global Offering” means collectively, the Canadian Offering, the RKblic Offering and the International
Offering.

“HK Public Offering ” means the January 2010 offer by the Companyitélily 2,700,000 Common Shares
for subscription by the public in Hong Kong.
-5



“IMMI " means Oyu Tolgoi LLC (formerly lvanhoe Mines Maiig Inc. LLC), a company incorporated
under the laws of Mongolia and a subsidiary of IVN.

“Indonesid’ means the Republic of Indonesia.

“International Offering” means the January 2010 offering for sale of 2108D,Common Shares to
international subscribers on a private placemesisba

“IVN” or “lvanho€” means Ilvanhoe Mines Ltd., a corporation incorparatader the laws of the Yukon
Territory.

“kcal” means kilocalorie.
“km” means kilometres.

21

“km~” means square kilometres.

“LIBOR " means the London Interbank Offered Rate, the carged by one bank to another for lending
money.

“MAK " means Mongolyn Alt MAK LLC.
“MAK-Qinghua” means the joint venture between MAK and Qinghua.

“Mamahak Deposit means the coal mining, exploration and generalesuproject in Long Bagun District,
Kutai Barat Regency, East Kalimantan Province iictvhprior to December 23, 2009, the Company held a
85% interest.

“MEL " means a Mongolian mineral exploration licence.
“McElroy Bryan” means McElroy Bryan Geological Services.

“Metals Division” means a business unit through which activities @onducted involving the acquisition,
disposition, maintenance, exploration, assessmentlopment and mining of property interests ipees of
which the presence of precious and/or base meta¢nalization has been established or that are wiber
prospective for precious and/or base metal mirextdin.

“Mineral Deposit of Strategic Importance means under the 2006 Minerals Law, a depositriteat have the
potential to impact national security, or the ecoitoand social development of Mongolia at the matlcand
regional levels, or that is generating, or has fibtential to generate, more than 5% of Mongolia'ssg
domestic product in any given year.

“MMC " means Minarco-Mine Consult.

“MMRE " means the Ministry of Mineral Resources and EpeggCabinet level ministry of the Mongolian
Government.

“MNT " means togrog or tugrik, the legal currency of Mola.
“MRAM " means the Mineral Resources Authority of Mongadisubordinate agency of the MMRE.

“NI 43-101" means National Instrument 43-1&tandards of Disclosure for Mineral Projeathe Canadian
Securities Administrators.

“NI 51-102° means National Instrument 51-102ontinuous Disclosure of Obligationsf the Canadian
Securities Administrators.



“Nominating and Corporate Governance Committeémeans a committee of the Board formed to assést t
Board in fulfilling its oversight responsibilitiegith respect to appointment and election of indiils to the
Board and developing corporate governance guidefiorethe Company.

“Norwest’ means Norwest Corporation of Salt Lake City, Utah
“Umnugobi Aimag (South Gobi Province) means the Mongolian Province or Aimag.

“Ovoot Tolgoi CompleX means the Company’s coal exploration, developnatt production projects at
Ovoot Tolgoi, including the Ovoot Tolgoi Mine arttetOvoot Tolgoi Underground Deposit.

“Ovoot Tolgoi Mine” the Company’s operating pit coal mine at Ovootgbd comprising coal resources to a
depth of 300 m below surface.

“Ovoot Tolgoi Mining Licence’ means licence no. 12726A covering an area of @pprately 9,300 hectares
encompassing the areas of the Sunset Pit and tirssSit.

“Ovoot Tolgoi Technical Report means a Technical Report on the Ovoot Tolgoi Cexpated March 28,
2011, prepared by MMC.

“Ovoot Tolgoi Underground Deposit means the Company’'s underground development gr@gje Ovoot
Tolgoi, comprising coal resources from a depth@d 8 600 m below surface.

“Oyu Tolgoi Project’” means IVN’s Oyu Tolgoi copper and gold exploratiand development project in
Mongolia.

“PRC" means the People’s Republic of China, and refeerin this Annual Information Form to the PRC or
China exclude Hong Kong, the Macau Special Admiaiste Region of the PRC and Taiwan.

“Preferred Shares means preferred shares without par value in #pétal of the Company.

“Qinghua’” means Inner Mongolia Qinghua Group, a compangriparated under the laws of the PRC.
“Renminbi” or “RMB” means the lawful currency of the PRC.

“Sapphire’ means Sapphire Geo Ltd.

“Second Funding Agreemeritmeans the second interim funding agreement dattdber 25, 2007 between
IVN and the Company that provided for an unsecum@uconvertible line of credit of up to US$32.5 lioit,
(which was subsequently increased to US$60.0 millip mutual agreement).

“SEHK"” means the Stock Exchange of Hong Kong Limited.

“SGQ’ means SouthGobi Resources Ltd. (formerly “Southidgnergy Resources Ltd.”) and includes, as the
context requires, one or more of its subsidiaries.

“SGS means SouthGobi Sands LLC, a wholly-owned subsjdbf the Company.
“Shareholders means holder(s) of the Common Share(s).

“Strategic Deposits List means a list of 15 deposits designated by théapmaent of Mongolia to be Mineral
Deposits of Strategic Importance.

“Soumber Deposit means the Company’s coal exploration project tedaapproximately 20km east of the
Sunrise Pit.

“Soumber Technical Report means the technical report on Soumber dated Magh2011, prepared by
MMC.
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“Sunrise Field” means the area of the coal deposit that comphisisthe surface and underground resources
in the area delineated and identified as the Saifisld in the Ovoot Tolgoi Technical Report.

“Sunrise Pif’ means the area of the coal deposit delineatedidemtified as the Sunrise Pit in the Ovoot
Tolgoi Complex.

“Sunset Field” means the area of the coal deposit that compbiststhe surface and underground resources
in the area delineated and identified as the Suiskt in the Ovoot Tolgoi Technical Report.

“Sunset Pit means the area of the coal deposit delineateddendified as the Sunset Pit in the Ovoot Tolgoi
Complex.

“TAG” means The Americas Group.
“Tanan Impex’ means Tanan Impex Co. Ltd.

“Tier 2 Deposits List means the list of 39 deposits designated by #migment of Mongolia as subject to
further investigation by the Mongolian Governmemtarder to determine if one or more of such deposit
should be designated as a Mineral Deposit of Sfi@tenportance.

“Tsagaan Tolgoi Depositmeans the Company’s Tsagaan Tolgoi coal explangtroject in Mongolia.

“Tsagaan Tolgoi Technical Repoftmeans the technical report on the Tsagaan Talgt®d March 25, 2008,
prepared by Norwest.

“TSX" means the Toronto Stock Exchange.
“US$ means United States dollars, the lawful curreoicshe United States.

“United States means the United States of America, its terrisyiits possessions and all areas subject to its
jurisdiction.

“VAT” means value added tax.
Conversion Factors

For ease of reference, the following conversiondiscare provided:

Imperial Measure = Metric Unit Metric Unit = Imperial Measure
2.47 acres 1 hectare 0.4047 hectares 1 acre

3.28 feet 1m 0.3048 m 1 foot

0.62 miles 1 km 1.609 km 1 mile

0.032 ounces (troy) 1 gram 31.1 grams 1 ounog)(tr
2.205 pounds 1 kilogram 0.454 kilograms 1 pound

1.102 tons (short) 1 tonne 0.907 tonnes 1ton

0.029 ounces (troy)/ton 1 gram/tonne 34.28 graomsé 1 ounce (troy)/ton

Glossary of Geological and Mining Terms

fault: a fracture in rock along which the adjacent regifaces are differentially displaced.
-8—



feasibility study: a comprehensive study of a mineral deposit inctwvhall geological, engineering, legal,
operating, economic, social, environmental androtblevant factors are considered in sufficienadéhat it
could reasonably serve as the basis for a findbidecby a financial institution to finance the é&pment of
the deposit for mineral production.

ha: hectares.

indicated mineral resource: that part of a mineral resource for which quantifrade or quality, densities,
shape and physical characteristics can be estimaittd a level of confidence sufficient to allow the
appropriate application of technical and econongiameters to support mine planning and evaluatidheo
economic viability of the deposit. The estimatebmsed on detailed and reliable exploration and tes
information gathered through appropriate technidum® locations such as outcrops, trenches, pitskings
and drill holes that are spaced closely enouglgdotogical and grade continuity to be reasonaldymed.

inferred mineral resource: that part of a mineral resource for which thergityaand grade or quality can be
estimated on the basis of geological evidence mmitetd sampling and reasonably assumed, but ndfiecr
geological and grade continuity. The estimateaiseldl on limited information and sampling gathetedugh
appropriate technigues from locations such as opscitrenches, pits, workings and drill holes.

Ib: pound.
m: metres.

measured mineral resource: that part of a mineral resource for which quantirade or quality, densities,
shape and physical characteristics are so welblestiad that they can be estimated with confidenudécient
to allow the appropriate application of technicadl @conomic parameters to support production ptenand
evaluation of the economic viability of the deposithe estimate is based on detailed and reliatporation,
sampling and testing information gathered througprepriate techniques from locations such as opgro
trenches, pits, workings and drill holes that graced closely enough to confirm both geological gratie
continuity.

metallurgic coal: various grades of coal suitable for making ste#th as coking coal.

mineral reserve: the economically mineable part of a measureddicated mineral resource demonstrated
by at least a preliminary feasibility study. Thesudy must include adequate information on mining,
processing, metallurgical, and economic and otekvant factors that demonstrate, at the time pdnting,
that economic extraction can be justified. An@serve includes diluting materials and allowarfoesosses
that may occur when the material is mined.

mineral resource: a concentration or occurrence of natural, satidrganic or fossilized organic material in
or on the earth’s crust in such form and quantity af such a grade or quality that it has reasenplspects
for economic extraction. The location, quantitgadge, geological characteristics and continuity ahineral
resource are known, estimated or interpreted freecific geological evidence and knowledge.

mm: millimetres.

preliminary feasibility study andpre-feasibility study: a comprehensive study of the viability of a maler
project that has advanced to a stage where thenghmethod, in the case of underground mining, erpit
configuration, in the case of an open pit, has lestablished and an effective method of mineratgssing

has been determined, and includes a financial sisalgased on reasonable assumptions of technical,
engineering, legal, operating, economic, social, @mvironmental factors and the evaluation of ote&vant
factors which are sufficient for a qualified persanting reasonably, to determine if all or parthe mineral
resource may be classified as a mineral reserve.
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probable reserve: the economically mineable part of an indicated,an some circumstances, a measured
mineral resource demonstrated by at least a praimpifeasibility study. This study must includecgdate
information on mining, processing, metallurgicalpeomic and other relevant factors that demonsteatthe
time of reporting, that economic extraction carjustified.

proven reserve: the economically mineable part of a measured rairresource demonstrated by at least a
preliminary feasibility study. This study must linde adequate information on mining, processing,
metallurgical, economic and other relevant factbet demonstrate, at the time of reporting, thanemic
extraction can be justified.

gualified person: an individual who: (i) is an engineer or geostifrwith at least five years of experience in
mineral exploration, mine development or operationmineral project assessment, or any combinatfon
these; (ii) has experience relevant to the subjestter of the mineral project; and (iii) is a membegood
standing of a professional association as defiryed|3-101.

RC: reverse circulation.

seam: a stratum or bed of coal or other mineral; gdheapplied to large deposits of coal.

splits: the division of a bed of coal into two or moreikontal sections by intervening rock strata.
strike: the direction, or course or bearing, of a veinomk formation measured on a level surface.

thermal coal: coal that is used primarily for its heating valued that tends not to have the carbonization
properties possessed by metallurgic coal.
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CORPORATE STRUCTURE
Name, Address and Incorporation

The Company was incorporated on February 14, 20@2upnt to th&€ompany Ac{British Columbia) under
the name 5119 Investments Ltd. The Company chaitgethme to MX Capital Corp. on March 28, 2002,
and then continued under tBanada Business Corporations Axt November 4, 2002. On August 26, 2003,
the Company changed its name to Asia Gold Corp. S&ptember 22, 2003, the Company consolidated its
Common Shares on a six for one basis. On May 207,2the Company was continued under Bussiness
Corporations Act(British Columbia), changed its name to South@efiérgy Resources Ltd. and reorganized
its authorized capital to create a class of sheeparate from the Common Shares, consisting ohlmited
number of Preferred Shares without par valoe. May 11, 2010 the Company changed its hame tthSalbi
Resources Ltd.

The Company’s head office and registered officelacated at 654 - 999 Canada Place, VancouverisBrit
Columbia, Canada, V6C 3EL1.

Intercorporate Relationships

The following sets forth the name and jurisdictafrincorporation of SGQ and its principal subsigtar

RESOURCES LTD.

|
100%
SGQ Coal
Investment Pte.
Ltd.
(Singapore)

100%
SouthGobi Sands
LLC
(Mongolia)

“ SOUTHGOBI

GENERAL DEVELOPMENT OF THE BUSINESS
Overview
The Company is an integrated coal mining, develognend exploration company. Since acquiring

significant coal assets in Mongolia in a seriegrafisactions with lvanhoe, the Company’s stratémgas has
been in developing and operating coal mining ptsjec
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The Company's Common Shares trade on the TSX utidersymbol “SGQ”. Upon completion of the
International Offering and the Canadian Offeringl dhe secondary listing of the Common Shares on the
SEHK on January 29, 2010, the Company’s sharegralde on the SEHK under the stock code “1878".

The Company owns the following significant coal jpots in Mongolia: the Ovoot Tolgoi Mine, and two
development projects: the Soumber Deposit, andtreot Tolgoi Underground Deposit. The Ovoot Tolgoi
Complex comprises the Ovoot Tolgoi Mine togethehwiie Ovoot Tolgoi Underground Deposit.

The Ovoot Tolgoi Mine, strategically located apprnoately 40 km from the China-Mongolia border, i€ th
Company'’s flagship producing asset. The Companyneented mining at Ovoot Tolgoi's Sunset Pit in April
2008 and commenced coal sales in September 200&ent products from the Ovoot Tolgoi Mine include
coals with coking (or metallurgical) applicationmimarily a raw semi-soft coking coal and raw highsh
coals, which can be washed into semi-soft cokirg.cérom the commencement of production in 1at@820
until December 31, 2010, the Company has sold appedely 4.0 million tonnes of coal from the Ovoot
Tolgoi Mine. During the year ended December 31L,2@he Company sold approximately 2.5 million tesin
of coal. The Ovoot Tolgoi Mine is covered by aghn9,308 ha mining licence and a correspondingijte¢o
mine.

The Soumber Deposit is comprised of the SoumberBilndit Fields and is located approximately 20 lan t
the east of the Ovoot Tolgoi Mine, which could wdlthe operations to share existing infrastructarthée event
a mine is developed there. Exploration resultswshotential for thick seams of coking coal, andeaource
has been established confirming the deposit. Patmy work for a formal licence application foreth
Soumber Deposit continues.

The Company has conducted substantial exploratitivities at the Ovoot Tolgoi Underground Deposita
has delineated mineral resources at this projdot. @voot Tolgoi Underground Deposit is covered fy t
existing Ovoot Tolgoi Mining Licence. In additiothe Company owns the Tsagaan Tolgoi Deposit in
Mongolia, which has a mining licence.

The Company owns 19.9% of Aspire. Aspire’s primfogus is its ownership of nine mineral exploration
licences in Mongolia. The Company’s interest inpiks was primarily acquired through a placement in
December 2010 to SouthGobi for approximately $20illon. As at March 7, 2011, SouthGobi’s inter@st
Aspire had a market value of approximately $75.Boni

Three Year History

2008
In January 2008, the Company completed a privateephent of 10 million Common Shares at Cdn$8.00 per
share and a second private placement of 3.5 millommon Shares at Cdn$9.00 per share to institaltion
investors for total gross proceeds of Cdn$111.5anil
Concurrent with the closing of these private plaeets, IVN converted all of its 25,576,383 Prefer&hres
into an equal number of Common Shares. IVN alswveded $29,982,631 of outstanding indebtednessrund

the First Funding Agreement into 14,709,071 Comi@bares which fully satisfied the Company’s obligas
to IVN under the First Funding Agreement. The Campalso repaid to IVN, in cash, approximately $8
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million of outstanding indebtedness under the Sé¢amding Agreement which fully satisfied the Comga
obligations to IVN under the Second Funding Agreeime

In February 2008, the Company completed a thirdapei placement of Common Shares to institutional
investors located in Hong Kong of 711,111 Commoar8&é at Cdn$9.00 per share for total gross proaafeds
Cdn$6.4 million.

In March 2008, an official government commissiopa@ipted by Mongolia’s Minister of Industry and Tead
issued a Permit to Mine to SGQ for the Ovoot Tolgoal project in southern Mongolia (the “Permityhe
Permit was the final authorization required for @epot Tolgoi Mine to proceed.

In April 2008, the Company closed the first trandfie private placement with Monnis Internatiorad.lin
which the Company issued 1,000,000 Common Sharapdte of $12.45 per share, for total gross pdse
of Cdn$12,450,000. The Company closed the secamthie of the private placement and issued a furthe
1,000,000 Common Shares at Cdn$12.45 per sharetébigross proceeds of Cdn$12,450,000.

In April 2008, the Company began mining at the Qvdolgoi mine and in June 2008, held the official
opening ceremony for the Ovoot Tolgoi Mine. In tepber 2008, the Company increased its ownership in
the Mamahak Coal Deposit from 56% to 85%.

In September 2008, the Company commenced delivefitlsermal coal from the Ovoot Tolgoi Mine. The
Company also opened two offices in China to hetfifate the coal exports to China.

In December 2008, the Company sold its Metals iwizo IVN for US$3 million. In connection with ¢h
sale agreement, the Company established a credityfavith IVN allowing the Company to obtain adwvees
from IVN to an aggregate maximum of US$30 milliofihe credit facility was for a one year term anche
year discretionary extension. The credit facilidgs unsecured and carried an interest rate equdBOR

plus 7.5 basis points.

2009

In January 2009, the Company received approval tterocal Indonesian government to commence seirfac
coal mining on a portion of the Mamahak Deposit.

In February 2009, the Company announced the appeirttof Alexander Molyneux as President.

In March 2009, the Company announced revisiongstaluly 2008 resource estimate at the Ovoot Tolgoi
Complex. The revised estimate reported measureédnalicated resources at the Sunrise and SundesFie
168 million tonnes and inferred resources at thggegate 25 million tonnes.

In January 2009, the Mongolian government desightite Ceke border crossing as a permanent chedkpoin

In July 2009, the Ovoot Tolgoi Mining fleet begapeoating 24 hours a day, 7 days a week, and thep&ayn
appointed former Canadian Prime Minister Jean @hréas a senior national advisor and Gene Wusaty
resigned as Chief Operating Officer of the Company.

In July 2009, IVN increased the credit facility atheed in connection with the sale of the metalisin from
US$30 million to US$60 million.
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In September 2009, Gavin May was appointed as @pefating Officer.

In October 2009 the Company announced a managemeranization in which Alexander Molyneux was
appointed as Chief Executive Officer, succeedintgiPBleredith, who assumed the role of Chairmarhef t
Board.

In October 2009, Norwest completed a pre-feasjbgiiudy on the Ovoot Tolgoi Complex estimating tota
proven and probable surface reserves at 114.lomittinnes. Norwest also completed an updated masou
estimate at the Ovoot Tolgoi Complex. Norwestreated surface and underground resources in theuneehs
and indicated category of 249.8 million tonnes,hwdin additional inferred coal resource of 33.5 iomill
tonnes. Also, in October 2009, Norwest completegspurce estimate at the Soumber Deposit. Norwest
estimated total measured and indicated resourceXl.dt million tonnes with an additional inferredato
resource of 55.5 million tonnes.

In November 2009, the Company entered into a sidiEnr agreement for a US$500 million convertible
debenture with CIC to finance a major expansiothef Company’s coal mining and exploration actigitie
southern Mongolia. See “MATERIAL CONTRACTS — ClGbenture Offering” for more information.

On December 3, 2009, the Company’'s Common Shagenlieading on the main board of the TSX.

On December 23, 2009, the Company sold its 85%esten the Mamahak Deposit to Kangaroo Resources
Limited (“Kangaroo”) for consideration of US$1 nidlh in cash and 50 million common shares of Kangaro

2010

In January 2010, the Company completed the Glolffdri@g of 27,000,000 Common Shares at a price of
Cdn$17.00 per share, for gross proceeds of Cdn$d8®00. Concurrently with the close of the HK Rub
Offering, which forms part of the Global Offerintthe Common Shares began trading on the SEHK.

On February 26, 2010 a Canadian Underwriters pigréaercised their over-allotment option and pasdd
an additional 228,100 Common Shares for gross pascef Cdn$3,877,700.

On March 29, 2010, the Company converted US$250omibf CIC’s US$500 convertible debenture into
21,560,961 Common Shares at a price of US$11.64spare. Following the conversion, CIC owns
approximately 13% of the Company’s outstanding Cami8hares

On May 11, 2010 Shareholders approved a specialutes to change the name of the Company from
SouthGobi Energy Resources Limited to SouthGoboRes Limited.

On June 8, 2010 the Company announced a sharehager program to purchase up to 2.5 million Common
Shares of the Company on each or either of the 3iStke SEHK. As of March 30, 2011 the Company had
repurchased a total of 1,506,300 Common Sharesignirso the program.

On June 28, 2010, the Company announced the conememt of construction of a coal handling facility a
the Ovoot Tolgoi Mine which it expects will be colete by the end of 2011.
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On October 19, 2010 the Company executed a spagiabment with a subsidiary of Winsway Coking Coal
Holdings Limited (“Winsway”) for the purchase ofllion tonnes of the Company’s sunset pit #8/%&am
coal and 200,000 tonnes of the #5 seam semi-skifigaoal.

Effective November 30, 2010 Gavin May, Chief OpagOfficer, left the Company to pursue other basm
opportunities, and Curt Church, previously Gendtahager of Ovoot Tolgoi, was appointed Vice Praside
Mining Operations.

On October 25, 2010 the Company was awarded aambritr build a paved highway dedicated to the dejiv

of export shipments from the Ovoot Tolgoi Mine ke tborder crossing at Shivee Khuren—Ceke. The new
highway is scheduled to be completed by the er#DdP. Final approval for the contract is subjeca formal
review from the Mongolian Government.

On October 26, 2010 the Company entered into aagiplacement agreement with Aspire to acquire
105,726,650 common shares representing approxiynb@ed% of Aspire. The Company purchased the shares
at a price of A$0.19 per share, for an aggregatehaise price of approximately A$20.1 million. Tprivate
placement closed on December 23, 2010.

On December 6, 2010 the Company signed a contiifittMinsway for the sale of 3.2 million tonnes afat

in 2011. The Company also entered into a stratajance agreement (the “Strategic Alliance Agreatt)
with Winsway whereby, the Company commits to seleast two million tonnes of coal to Winsway peay.
Winsway will work with the Company to increase tmarket value of the Company’s Mongolian coal and
provide priority access to its logistics assethe Btrategic Alliance Agreement has a five yeanter

On December 8, 2010 the Company executed two adédlticoal supply agreements for the sale of an
aggregate of 950,000 tonnes of coal during 2011.

2011 to date

On January 25, 2011, the Company announced theletompof its first “direct delivery” coal sale fno the
Ovoot Tolgoi Mine. All previous coal sales by lGempany were “mine gate” sales, in which custonmrk
delivery and ownership of the coal at the OvootgbolMine site and made their own arrangements to
transport the coal to China.

In March 2011, MMC completed an updated pre-felisitstudy on the Ovoot Tolgoi Complex estimating
total proven and probable reserves at 106.8 mitiimmes and surface underground resources in thsuresd
and indicated category of 266.3 million tonnes veithadditional inferred coal resource of 97.1 milltonnes.
On March 30, 2011 Curt Church was appointed a€thmpany’s Chief Operating Officer.

Outlook

SGQ continues to focus its efforts on mining, depelent and exploration of high-quality coal resesrin
Mongolia. SGQ'’s properties in Mongolia are weltdted in close proximity to China. SGQ's visiontas

become a leading supplier of premium quality cdadsn Mongolia to China. SGQ plans to accomplish its
goal through the following strategies:
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e Grow Ovoot Tolgoi Mine— SGQ’s aim is to finish 2011 with roughly two+ils more material
movement capacity than in 2010. This will come frtime introduction of two further additional
mining fleets (one Liebherr 996 excavator based @me Liebherr R9250 excavator based) plus an
upgrade of the first mining fleet by replacing itebherr 994 (13.5 cubic meter) shovel with a
Liebherr R9250 (17 cubic meter excavator).

e Continue to develop regional infrastructure During 2010 SGQ commenced designing a new coal
haul highway that will better link Ovoot Tolgoi withe Mongolia-China border and the infrastructure
available there. The new highway is scheduled toccdmapleted by the end of 2012. It will be
constructed with a concession granted by the Maaigdbovernment as per the country’s Concession
Law. Final approval for the contract entered iim@ctober 2010 is subject to a formal review from
the Mongolian Government.

» Advancing the Soumber DepositHaving grown the Soumber Deposit in 2010, SQQ@mnalv aim to
move ahead to mine planning and completing the tiéeasing process during 2011.

» Value-adding/upgrading coal- The Company has commenced construction worksit$orcoal
handling facility. For 2011, SGQ aims to complebatt facility with the inclusion of a dry air
separation process and have it operating pridreehd of the year.

e Exploration — Further green fields exploration will take plas@ith the Company planning an
exploration campaign budget in the order of US$Q02lion.

Work Environment — SGQ continues to focus on production safety,irenmental protection,
operational excellence and community relations.

Competitive Advantages
The Company’s projects are strategically locatedsg to China

SGQ’s Ovoot Tolgoi Mine is situated approximate@ykn north of the Shivee Khuren-Ceke border cragssin
on the Mongolia-China border. A north-south raymime currently connects Ceke with Jiayuguan Qity
Gansu Province and with the interior of China. #hmeo east-west railway line from Ceke to Linhe, an
industrial city in eastern Inner Mongolia, is exfgeLto be operational on a commercial basis in 20THis
line is anticipated to have an initial transpodaticapacity of approximately 15 million tonnes pyesar,
increasing to 25 million tonnes per year. Usinig tioute, coal can be shipped to active coal martethe
east such as the region around Baotou and HebeinBep and further east to ports on China’s Bohaf.G

China is one of the largest and fastest growingoitgps of coking coal. In an estimate attributed~énwei,
China’s coking coal imports reached 47.3 milliomrtes in 2010, an increase of approximately 37% over
2009. The well located producing coking coal mimesouthern Mongolia, including SGQ’s are becomnang
major source of China’s import needs. For 201@6 3% China’s imported coking coal was sourced from
Mongolia, making Mongolia the second largest sugopliMongolian coking coal imports to China grev82y

for 2010 compared to 2009.

SGQ has substantial resources and reserves withrieiigrowth potential

SGQ’s aggregate coal resources (including reserees)prised 364 million tonnes in the measured and
indicated categories and 171.9 million tonnes m itiferred category. SGQ has a history of increpss
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resources base through a substantial focus on ratjplo activities. Exploration has also enabled SBQ
increase its resource base at a relatively low. ¢astthe period from January 1, 2005 to Decemhe2810,
SGQ’s and Ivanhoe’s total exploration costs in Maiggyfor coal have amounted to US$82 million, which
equates to US$0.15 per tonne of resources disabueidongolia.

SGQ believes that it is well positioned to expasdurrent coal resources and reserves.
SGQ has a low cost structure due to favourable gapdical and geological conditions

SGQ'’s low cost structure is partly attributablethie favourable geological conditions of the coass at its
projects. The majority of SGQ’s coal deposits dose to the surface, which enables the developwofdotver
cost open pit mines. SGQ’s Ovoot Tolgoi Mine camsathick coal seams that extend close to the surfdus
provides for a low ratio of waste to be mined peme of coal production.

SGQ has established production with strong growtbtgntial through expanding its mine and developiitg
deposits

SGQ has already commenced production at its Ovolgol Mine in Mongolia. Since the commencement of
sales in late 2008 until March 21, 2011, SGQ his soproximately 4.4 million tonnes of coal fronet@voot
Tolgoi Mine. MMC considers it possible that totalal production from the Ovoot Tolgoi Mine coulaiease

to approximately 8 million tonnes per annum froni2@nd onward. SGQ estimates that capital expmedit
in relation to this production ramp-up will be US¥Imillion up to the end of 2011.

SGQ currently holds a total of 14 exploration lices covering approximately 538,000 ha in Umnugobi
Aimag in Mongolia. Many of its exploration licencdmve yet to be fully explored. SGQ’s exploration
program in 2010 included drilling, trenching andlggical reconnaissance on a number of the licemeas
which were identified as having good potentialdoking and thermal coal deposits.

SGQ has an experienced management team with strskilys in mining, exploration and marketing and are
able to leverage the expertise, experience andtieteships of its principal Shareholder, Ivanhoe Méas Ltd.

The Board and senior management team have extesgdegience in the coal and mining industries. tMibs
SGQ’s Board and senior management team have emperia mining and/or exploration activities. O€th
Board members and senior managers, six individiramely, Pierre Lebel, R. Edward Flood, John Macken
David Bartel, Jess Harding and Curtis Church) rex@erience as mining managers, mining engineer®and
geologists, and all have significant experiencthenmineral resources industry. The management tfahe
Ovoot Tolgoi Mine is comprised of a combinatiorfafeign professionals and Mongolian nationals, \whee
the ability to effectively manage Mongolian busimesd cultural issues while employing internatianaling
practices.

Ivanhoe, SGQ’s principal Shareholder, is a divegdifresources company with experience in advancing
exploration and development resource projects giraw production. Ivanhoe is also a major investor
Mongolia, where it is focused on developing itsghip Oyu Tolgoi Project. As a result, lvanhoe has
experience with operations in Mongolia and dealinty all levels of government. SGQ will be abledrcess
the expertise and experience of its principal Shader as it seeks opportunities to grow SGQ’s rimss
within Mongolia and in other countries.
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RISK FACTORS

There are certain risks involved in the Companyisrations, some of which are beyond its controhese
risks can be broadly categorized into: (i) riskatiag to its business and industry; and (i) riskkating to its
projects in Mongolia. Additional risks and unceértees not presently known, or not expressed orligdp
below, or that are presently deemed immaterialldcalso harm the Company’s business, financial itmmd
and operating results. Some of the following stetets are forward-looking and actual results mdfedi
materially from the results anticipated in thessvlird-looking statements.

Risks Relating to the Company’s Business and Indust

Some of the Company’s projects may not be completeas planned; costs may exceed original budgets
and may not achieve the intended economic results commercial viability.

The Company's business strategy depends in largeopaexpanding its production capacity at the Qvoo
Tolgoi Mine and further developing its other coadjpcts into commercially viable mines. Whetheniaeral
deposit will be commercially viable depends on anbar of factors, including: (i) the particular ditrtes of
the deposit, such as size, grade and proximitynfastructure; (ii) commodity prices, which are Hiig
cyclical; and (iii) government regulations, incladiregulations relating to prices, taxes, royaltiasd tenure,
land use, importing and exporting of mineral researand environmental protection. The Company'seati
intention to develop mines at the Soumber Depasgltthe Ovoot Tolgoi Underground Deposit in the fatis
based on geological, engineering, environmentalraimé planning evaluations. The feasibility of mgp at
these projects as well as at the Tsagaan Tolgoofdepas not been and may never be establishethe If
Company is unable to develop all or any of its @ctg into a commercial working mine, its businéissncial
condition and results of operations will be matgriand adversely affected.

The Company's projects are subject to technicd iristhat they may not perform as designed. In@éas
development costs, lower output or higher operatiogts may all combine to make a project less tataf
than expected at the time of the development detisiThis would have a negative impact on the Cayjga
business and results of operations. No assuraagebe given that the Company would be adequately
compensated by third party project design and coctsdn companies (if not performed by the Company)
the event that a project did not meet its expedesign specification. For example, in the firstrgeraof 2010

the Company realigned the Sunset Pit at its Ovotgdi Mine for a north-south entry rather than astevest
entry. Although the realignment is expected tdbeeficial in the longer term, it had a short témmpact on
operations as the process required substantiakabenwd waste removal.

As with all exploration properties or projects taken by mining companies, there is a risk that @gtion
projects will not be converted to commercially J@mines, in part because actual costs from capitgects
may exceed the original budgets. As a result ofeptalelays, cost overruns, changes in market wistances
or other reasons, the Company may not be ablehie\azthe intended economic benefits or demonsthate
commercial feasibility of these projects, whichtitn may materially and adversely affect the Comyfman
business, results of operations and growth prajects

The Company’s coal reserves and resources are esttas based on a number of assumptions, and the
Company may produce less coal than its current estiates.

The coal reserve and resource estimates are basachomber of assumptions that have been madeeby th
Qualified Persons in accordance with NI 43-101.sd®ee and resource estimates involve expressions of
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judgment based on various factors such as knowjeslgmrience and industry practice, and the acgurc
these estimates may be affected by many factorhjdimg quality of the results of exploration drity and
analysis of coal samples, as well as the procechdepted by and the experience of the person makimg
estimates.

Estimates of the reserves and resources at the &uonspprojects may change significantly when new
information becomes available or new factors aidsel interpretations and deductions on which reseand
resources estimates are based may prove to beumatec Should the Company encounter mineralization
different from that predicted by past drilling, gaimg and similar examination, mineral resource /and
reserve estimates may have to be adjusted downwErs downward adjustment could materially affdet
Company’s development and mining plans, which caulaterially and adversely affect its business and
results of operations.

In addition, the rank of coal ultimately mined mdiffer from that indicated by drilling results. &ie can be
no assurance that coal recovered in laboratorys tedél be duplicated under on-site conditions or in
production-scale operations in the event that tieah level of impurities is higher than expectedte coal
mined is of a lower quality than expected, the desinfor, and realizable price of, the Company’s coaly
decrease. For example, the Company experiencad aféhigher sulphur than originally anticipatedriine
plans and studies during 2010. Short term faceleding to reserves, such as the need for ordesgldpment
of coal seams or the processing of new or diffegeratity coals, may also materially and adverségca the
Company’s business and results of operations.

The inclusion of reserve and resource estimatesidhwot be regarded as a representation that efleth
amounts can be economically exploited and nothiogtained herein (including, without limitation, the
estimates of mine lives) should be interpreted ssurance of the economic lives of the Company'd coa
reserves and resources or the profitability ofuitare operations.

The Company commenced mining in April 2008, and tesorded operating losses and operating cash
outflows to date, and therefore the Company’s shpsdrating history may make it difficult for invess to
evaluate its business and growth.

In addition the Company currently operates one mageproducing mine. In the year ended December 31,
2010, the Company recorded a net loss. As is @aydmr a start up mining company, the Company has
recorded a deficit since inception. Although them@any has no plans to pay dividends in the neawrdut
should such deficits continue and cash reserveepketd, it could adversely affect the Companyfitalio

pay dividends in the future. Due to the Compatiyisted operating history, there may not be an adég
basis on which to evaluate the Company’s futureraipey results and prospects. Investors may have
difficulties evaluating the Company’'s business pnospects because the Company’s past results migyeno
indicative of the Company’s results in the future

The Company does not insure against all risks to wibh it may be subject in planned operations and
insurance coverage could prove inadequate to satjspotential claims.

For certain aspects of the Company’'s business tipesa insurance coverage, in particular business
interruption insurance, is restricted or prohitgtiv expensive. The Company currently holds itsnpriy
insurance policies through Canadian insurance geosito insure its properties. The Company hasntakit
insurance for risks including commercial generability, umbrella liability, aviation premises lidity, and
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kidnap and ransom. The Company maintains minioggnty insurance for all of its mining assets where
located, property insurance on its office premisesl liability insurance for its Directors and offis.

However, no assurance can be given that the Compiinglect or be able to obtain such insuranceecage
at economically reasonable premiums (or at allthat any coverage it obtains will be adequateotgec the
extent of any claims brought against it.

Exploration, development and production operatiomsnineral properties involve numerous risks, idirg
environmental risks, such as unexpected or ungmabgical operating conditions, rock bursts afesdj fires,
floods, earthquakes or other environmental occoagnand political and social instability. The Qamy
does not maintain insurance against any envirorathentpolitical risks. Should any liabilities agigor which
it is not insured or insurance coverage is inadeximcover the entire liability, they could redwreeliminate
the Company’s actual or prospective profitabilitysult in increasing costs and a decline in theealf the
Common Shares and could materially and adverstdgtahe Company’s business and results of operatio

Licences and permits are subject to renewal and vaus uncertainties and the Company may only
renew its exploration licences a limited number ofimes for a limited period of time.

In Mongolia, the Company’s exploration licences subject to periodic renewal and may only be remkee
limited number of times for a limited period of &n While it anticipates that renewals will be gives and
when sought, there is no assurance that such rénevithbe given as a matter of course and therads
assurance that new conditions will not be imposedonnection therewith. The Company's business
objectives may also be impeded by the costs ofitgldnd/or renewing the exploration licences in kala.
Licence fees for exploration licences increase tautisilly upon the passage of time from the origissuance

of each individual exploration licence. The Compaereds to assess continually the mineral poteofiehch
exploration licence, particularly at the time ohegval, to determine if the costs of maintaining elploration
licences are justified by the exploration resultslate, and may elect to let some of its explonalicences
lapse. A moratorium on transfers of exploratiaetices has been imposed on two separate occasions a
there is a risk that a similar moratorium couldif@osed such that letting the exploration licerlapse may

be the only practical option in some circumstancEarthermore, the Company will require mining tices
and permits to mine in order to conduct mining agiens in Mongolia. There can be no assuranceghery
that such licences and permits will be obtainedesms favorable to it or at all for the Companysufe
intended mining and/or exploration targets in Mdiago

In addition, certain provisions of the Land Law Mbngolia enacted on June 7, 2002, and effectivenfro
January 1, 2003, (the “Land Law”) and the 2006 Mate Law provide for the revocation of previously
granted land use rights, exploration licences arimgi licences on the grounds that the affected aféand
has been designated as “special needs” terrifbng Land Law grants the discretion to declare aa af land
for special needs purposes to local governing aitih® and identifies various broad categories Wijaalify
as special needs. The 2006 Minerals Law require$otal governing authority that designates aa aféand
as a special needs territory to compensate theckcholder whose rights or licence status are w&ffieclf any
of the Company’s land use rights, exploration lz@nor mining licences in Mongolia are revoked beeahe
underlying land is declared as special needs deyrithere is no assurance that the Company wikive
adequate compensation or any compensation atdltabusiness and results of operation might hesely
and materially affected. The Company has had nd lee rights or exploration/mining licences revbke
date.
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Prolonged periods of severe weather conditions caliimaterially and adversely affect the Company’s
business and results of operations.

Severe weather conditions may require the Compapydcuate personnel or curtail operations andcaage
damages to the project site, equipment or fadglitiwhich could result in the temporary suspensibn o
operations or generally reduce the Company’s ptiddtyc Severe weather conditions have not caumey
delay or damages to the Company’'s operations te. d&towever, there can be no assurance that severe
weather will not occur. Any damages to the Com[mmyojects or delays in its operations caused by
prolonged periods of severe weather could matgriatld adversely affect its business and results of
operations.

The Company’s business and results of operations arsusceptible to the cyclical nature of coal market
and are vulnerable to fluctuations in prices for cal.

The Company expects to derive substantially altsofevenue and cash flow from the sale of codleré&fore,
the market price of the shares, the Company'stghidi raise additional financing and maintain omgpi
operations and its financial condition and resafteperations will be directly related to the demhdar, and
price of, coal and coal-related products. Coal alesinand price are determined by numerous factgmsnioe
the Company’s control, including the internatiodi@imand for steel and steel products, the avaitabili
competitive coal supplies, international exchanates, political and economic conditions in Mongotize
PRC and elsewhere in the world, milder or more etlean normal weather conditions, and productmstsc
in major coal producing regions. The PRC and in#tonal coal markets are cyclical and have inghst
exhibited significant fluctuations in supply, derdaand prices from year to year. There has beanifisignt
price volatility on the coal spot market. An ougwply of coal in the PRC or a general downturnhia t
economies of any significant markets for the Congfsanoal and coal-related products could materialig
adversely affect its business and results of opermt In addition, the Company’s dependence oram\si
markets may result in instability in its operatiodge to political and economic factors in thoseaAsi
jurisdictions which are beyond the Company’s cdntibhe combined effects of any or all of theseada on
coal prices or volumes are impossible for the Caomiga predict. If realized coal prices fall beldke full
cost of production of any of its future mining ogons and remain at such a level for any sustaieebd,
the Company could experience losses and may decidiscontinue operations, which could require the
Company to incur closure costs and result in redlueeenues.

The Company'’s coal mining activities are subject t@perational risks, including equipment breakdown.

The Company’s coal mining operations are subjeattnomber of operational risks, some of which agobd

its control, which could delay the production andlivcery of coal. These risks include unexpected
maintenance or technical problems, periodic infgfoms to its mining operations due to inclement or
hazardous weather conditions and natural disastehsstrial accidents, power or fuel supply intptrans and
critical equipment failure, including malfunctioma breakdown of its shovels, upon which its coabing
operations are heavily reliant and which would megjgonsiderable time to replace. These riskshamhrds
may result in personal injury, damage to, or desin of, properties or production facilities, emrnmental
damage, business interruption and damage to iisdsssreputation. In addition, breakdowns of emngpt,
difficulties or delays in obtaining replacement wfls and other equipment, natural disasters, indlst
accidents or other causes could temporarily disthpt Company’s operations, which in turn may also
materially and adversely affect its business, pgot financial condition and results of operations
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The unavailability or shortage of reliable and suficient coal transportation capacity will reduce the
Company’s coal revenue by causing it to reduce ifgroduction volume or impairing its ability to supply
coal to its customers.

The Company anticipates that the majority of it@lcproduction from the projects in Mongolia will be
exported into the PRC. While the Company expectetl and deliver most of its coal from the Ovdotgoi
Mine at the mine gate, inadequate transportatifrastructure is likely to affect the pricing terros which it
can sell the coal to customers and the willingreass ability of such customers to purchase coal fibm
Potential customers are likely to factor in anyaglsl and the costs and availability of transpontafio
determining the price they are prepared to pay urchase the Company's coal. Therefore, its mining
operations are anticipated to be highly dependembad and rail services in Mongolia and, to adesxtent,

in the PRC.

In Mongolia, a bottleneck in the transportationcofil from the Ovoot Tolgoi Mine to customers in #RC
may arise if the road connecting the Ovoot Tolgdnéto the Shivee Khuren-Ceke border crossing doés
have sufficient capacity to support the increasadumnt of cargo traffic or is affected by exterrattbrs such
as disruptions caused by bad weather. The opérng of the Shivee Khuren-Ceke border crossing als
affect the Company'’s ability to expedite the movatnaf its coal shipment. There can be no assurtirate
there would be any other cost effective meansawfsorting the coal to the Company’s primary maikeie
PRC. As a result, the Company may experiencecdlffi expediting the movement of its coal shipments
and/or significant cost escalation for the trantgan services, which could affect its productanmd reduce
its profitability.

In the PRC, rail and road infrastructure and cdpalcas in the past been affected by extreme weather
conditions, earthquakes, delays caused by majoaceidents, the diversion of rolling stock neetiedieliver
emergency food relief and seasonal congestion glymiblic holidays. There can be no assurancetiiese
problems will not recur or that new problems wittmccur. In any of these circumstances, the custs may

not be able to take delivery of the Company’s cadlich may lead to delays in payment, or refusadag, for

the Company’s coal and, as a result, the Compdssess and results of operations could be mbyesiad
adversely affected.

The Company’s prospects depend on its ability to &fact, retain and train key personnel.

Recruiting, retaining and training qualified persehis critical to the Company’s success. The nemdd
persons skilled in the acquisition, exploration destelopment of mining properties is limited andhpetition
within the mining industry for such persons is itde, in particular, Mongolian law requires thategist 90%
of a mining company’s employees be of Mongoliariamatlity. This provision of the law, coupled withe
large number of active mining projects in Mongoliasther limits the number of available personnetl a
increases competition for skilled personnel. As thompany’'s business activity grows, it will reguir
additional key financial, administrative, miningarketing and public relations personnel as webldditional
operations staff. If the Company is not succesgsfdttracting such key personnel, or retainingséxg key
personnel, its business and results of operationl de materially and adversely affected.

In addition, the Company’s ability, to train opéngtand maintenance personnel is a key factoi®isticcess

of its business activities, if the Company is notcessful in recruiting, training and retaining lsypersonnel,
its business and results of operations could bena#ly and adversely affected.
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Competition in the coal industry may hinder developent plans and adversely affect the Company’s
coal sales if it is not able to compete effectively

Continued growth in mining and mineral exploratamtivities in Mongolia could create an increasiegn@nd
for mining equipment and related services. Sheganf, or higher costs for, equipment and servicedd

restrict the Company’s ability to carry out the kexption, development and production activitiegraase its
costs of operations and adversely affect its fuplaes.

The Company intends to sell a majority of the dbgdroduces in the PRC. Competition in the PRCI coa
industry is based on many factors, including, amottgers, price, production capacity, coal qualibda
characteristics, transportation capability and g dslending capability and brand name. The Comparoal
business will most likely compete in the PRC wither large PRC and international coal mining congsan
Due to their location, some of the Company’s PR@petitors may have lower transportation costs than
Company does. The PRC coal market is highly frageteand the Company faces price competition from
some small local coal producers that produce omalkignificantly lower costs than the Company dae t
various factors, including their lower expenditusa safety and regulatory compliance. Some of the
Company’s international competitors, including tMongolian coal producers, may have greater coal
production capacity as well as greater financiarkating, distribution and other resources thanGhmpany
does, and may benefit from more established bramles in international markets. The Company’'s &utur
success will depend on its ability to respond iretiective and timely manner to competitive pressur

There are a number of risks associated with dependee on a limited number of customers and inability
to attract additional customers.

The Company depends on a relatively small numbeusfomers. The incremental cost of transportive ¢
products from the Ovoot Tolgoi Mine and its othealkprojects over long distances effectively limite
Company's potential customer base to a relativebximate geographical area. Additionally, the Camp
has been selling its coal products only since $apte 2008. The Company currently has four active
customers with the largest customer representipgoapmately 57%, and the remaining customers adiogin
for 43% of the Company'’s total sales for the yaadesl December 31, 2010. The Company’s relativabf b
history of coal sales makes it difficult to evakigthe strength of its relationships with currergtomers and its
ability to attract additional customers. Accordindghe inability to attract additional customerstloe loss of,
or a significant reduction in, purchases by anyhef limited number of potential customers couldariatly
and adversely affect the Company's future revennd #he economic viability of its exploration and
development projects. In order to mitigate thig rthe Company is continually expanding its custobese.
As at March 30, 2011 the Company had signed salasacts with seven customers for coal sales irl 201

is in discussions with several other potential cors.

In addition, the Company expects to sell the mijamf the coal from its Mongolian mining operatiaiosthe
customers in the PRC. PRC law requires specifibaaization to be obtained by entities responsibtethe
import of coal into the PRC. In the event that @@mpany’s customers, or the agents of such custowligo
are responsible for importing coal into the PRC tbair behalf, fail to obtain and retain the necgssa
authorizations, their ability to import coal inteet PRC may be affected, which could materially athdersely
affect the Company’s business and results of ojpaisat
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The Company's operations are exposed to risks in ka&ion to environmental protection and
rehabilitation.

The operations of coal mines involve substantialirenmental risks and hazards and the Company's
operations are subject to laws and regulationgtimglao the environment, health and safety and rothe
regulatory matters in Mongolia.

The risk of environmental liability is inherent the operation of the Company’s business. Envirantaie
hazards may occur in connection with the Compamgsrations as a result of human negligence, force
majeure, or otherwise. Claims may be assertecdhsigdie Company arising out of its operations artbrmal
course of business, including claims relating todlaise, safety, health and environmental mattéefke
Company is not insured against environmental li@dsl and there can be no assurance that envirdamen
liabilities would not materially and adversely affés business and results of operations.

In addition, the Company is subject to reclamatiequirements. The Company’'s mines contain a finite
amount of recoverable resources and will eventugthge. The key tasks in relation to the closur¢he
mines involve (i) long-term management of permar@igineered structures (for example, spillwaysdspa
waste dumps); (ii) achievement of environmentabate standards; (iii) orderly retrenchment of empts
and contractors; and (iv) relinquishment of the sitith associated permanent structures and comynunit
development infrastructure and programs to new osvneThe successful completion of these tasks is
dependent on the Company’'s ability to successfiiplement negotiated agreements with the relevant
government, community and employees. The consegserf a difficult closure range from increaseduate
costs and handover delays to ongoing environmémtghcts and corporate reputation damage if desired
outcomes cannot be achieved, which could matergaty adversely affect the Company’s business andtse

of operations.

Environmental legislation is evolving in a mannehieth will require stricter standards and enforcemen
increased fines and penalties for non-compliancerenstringent environmental assessments of proposed
projects and a heightened degree of responsiliditgompanies and their officers, directors and leyges.

The Company may experience increased costs of gliodarising from compliance with environmentaka

and regulations. Should the Company fail to compith current or future environmental laws and
regulations, the Company may be required to paglfies or take corrective actions, any of which rhaye a
material adverse effect on its results of operatimmd financial condition.

Foreign currency fluctuations could affect expenseand any future earnings.

The Company is exposed to foreign exchange fluctustwith respect to the Mongolian Tugrik, Chinese
Renminbi, Hong Kong, Australian and Canadian dsllaFhe Company’s financial results are reported..
dollars. The salaries for local labourers in Mdigyare paid in local currency. Sales of coal itite PRC
have been and may continue to be settled in Ulrdo The Company has a subsidiary in Hong Kohgne
some expenses are incurred in Hong Kong dollars. Gompany has long term investments denominated in
Australian dollars. Since the Company’s headguaiite in Canada, a minor portion of its expensesimar
Canadian dollars and the Company holds a portioitsafash in Canadian dollars. As a result, isificial
position and results are impacted by the exchaatgefluctuations between the aforementioned curesrand

the U.S. dollar.
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The Company’s results of operations are subject, ta significant extent, to economic, political andelgal
developments in the PRC.

The Company expects that a majority of coal sales fthe Ovoot Tolgoi Mine will be made to customers
based in the PRC. Accordingly, the economic, jpalitand social conditions, as well as governmetities,

of the PRC may affect its business. The PRC ecgndiffers from the economies of most developed
countries in many respects, including: (i) struetufii) level of government involvement; (iii) leiv®f
development; (iv) growth rate; (v) control of fagai exchange; and (vi) allocation of resources. PRE
economy has been transitioning from a planned engrto a more market-oriented economy. For the past
two decades, the PRC government has implementetbeto reform measures emphasizing the utilization o
market forces in the development of the PRC econo@lyanges in the PRC's political, economic andasoc
conditions, laws, regulations and policies couldarally and adversely affect the Company’s businasd
results of operations.

In addition, the PRC government indirectly influea@oal prices through its regulation of powerffiaand its
control over allocation of the transportation catyacf the national rail system. Any significandwnturn in
the prices in the PRC could materially and advgraffect the Company's business and results ofatjmers.
Additionally, the PRC government could adopt newigies that could shift demand away from coal tbeot
energy sources. Any significant decline in demimmdor over-supply of, coal could materially ardivarsely
affect the Company’s revenues from coal exportssale

The interests of the Company’s principal Shareholde Ivanhoe, may differ from those of its other
Shareholders.

As of March 30, 2011, Ivanhoe holds approximateéi§osof the Company’s issued and outstanding Common
Shares. The interests of lvanhoe may conflict wlith interests of the Company’s other Shareholdads
there is no assurance that lvanhoe will vote itm@on Shares in a way that benefits the Company'®rity
Shareholders. Ivanhoe’s ownership interest endiéeshoe to elect the entire Board without the corence

of any of the Company’s other Shareholders. Adogiy, unless applicable laws or regulations wawduire
approval by the Company’s minority Shareholdergnhoe is in a position to: (i) control the Company’
policies, management and affairs; (i) subject fuplizable laws, regulations and the Articles, adopt
amendments to certain provisions of the Articles] @ii) otherwise determine the outcome of mogpooate
actions, including a change in control, mergerabe ®f all or substantially all of the Company sets.

The Company believes that third parties may beodisged from making a tender offer or bid to aagtiire
Company because of this concentration of ownership.

Information in this document regarding future plans reflects current intentions and is subject to chage.

Whether the Company ultimately implements the essnstrategies described in this document will diépe
on a number of factors including, but not limited the availability and cost of capital; currentgsrojected
coal prices; coal markets; costs and availabilftgridling services, costs and availability of hgaaquipment,
supplies and personnel; success or failure of iiesvin similar areas to those in which the Compan
projects are situated; and changes in estimatggopdéct completion costs. The Company will conéirto
gather information about its projects, and it isgible that additional information will cause it atter its
schedule or determine that a project should nopursued at all. Accordingly, the Company’'s plans a
objectives may change from those described indihisiment.
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Future stock market conditions may change.

There are risks involved with any equity investmefithe market price of common shares may rise lbr fa
depending upon a range of factors and stock madwditions, which are unrelated to the Companytarki
financial performance. Movements on internatiostalck markets, local interest rates and exchantgss,ra
domestic and international economic and politicadditions, as well as government, taxation andrqtioéicy
changes may affect the stock market. As the Cognma listed company on the TSX and the SEHK, its
Common Share price will also be subject to nhumeinfisences including broad trends in the stock katr
and the share prices of individual companies ciosec

Future issuances or sales, or perceived possibleuances or sales, of substantial amounts of Common
Shares in the public market could materially and adersely affect the prevailing market price of the
Common Shares and the Company’s ability to raise gatal in the future.

The market price of the Common Shares could deelina result of future sales of substantial amoointise
Common Shares or other securities relating to th@r@on Shares in the public market, including shiegs
substantial Shareholders, or the issuance of newn@m Shares by the Company, or the perceptiorsticit
sales or issuances may occur. Future sales, ceiped possible sales, of substantial amountseo€ibmmon
Shares could also materially and adversely affeztGompany’s ability to raise capital in the futatea time
and at a price favourable to it, and the Compa8tiareholders may experience dilution in their hrgdiupon
issuance or sale of additional Common Shares @r gcurities in the future.

Risks Relating to the Company’s Projects in Mongoé

Legislation in Mongolia may be subject to conflicting interpretations, which may have adverse
consequences on the Company'’s business.

The Mongolian legal system shares several of tladitgtive characteristics typically found in a digng
country and many of its laws, particularly with pest to matters of taxation, are still evolving.trAnsaction

or business structure that would likely be regardeder a more established legal system as appte@ial
relatively straightforward might be regarded in Molia as outside the scope of existing Mongoliam, la
regulation or legal precedent. As a result, cerbaisiness arrangements or structures and ceatajpldnning
mechanisms may carry significant risks. In paticuwhen business objectives and practicalitiesaté the
use of arrangements and structures that, while nesessarily contrary to settled Mongolian law, are
sufficiently novel within a Mongolian legal conteitis possible that such arrangements may bdidatad.

The legal system in Mongolia has inherent uncetitsrthat could limit the legal protections avaiéatn the
Company, which include: (i) inconsistencies betwkesvs; (ii) limited judicial and administrative glance on
interpreting Mongolian legislation; (iii) substaaltigaps in the regulatory structure due to delaglmence of
implementing regulations; (iv) the lack of estafbdid interpretations of new principles of Mongolian
legislation, particularly those relating to buskesorporate and securities laws; (v) a lack oficiatl
independence from political, social and commerfmates; and (vi) bankruptcy procedures that arewwit
developed and are subject to abuse. The Mongjichcial system has relatively little experienceeinforcing
the laws and regulations that currently exist, legdo a degree of uncertainty as to the outcomanyf
litigation; it may be difficult to obtain swift anelquitable enforcement, or to obtain enforcemerat jodgment
by a court of another jurisdiction.
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In addition, while legislation has been enactedptotect private property against expropriation and
nationalisation, due to the lack of experience iriorcing these provisions and political factorsedsh
protections may not be enforced in the event aittempted expropriation or nationalisation. Expiatmon or
nationalisation of any of the Company’s assetgaotions thereof, potentially without adequate cengation,
could materially and adversely affect its busiress results of operations.

Application of and amendments to legislation coulgdversely affect the Company’s mining rights in its
projects or make it more difficult or expensive todevelop its projects and carry out mining.

The 2006 Minerals Law, which preserves to a limitedent some of the substance of the former 1997
minerals legislation, was drafted with the assistaof legal experts in the area of mining legistatand was
widely regarded as progressive, internally conststad effective legislation. However, the 200edfals
Law contains new provisions that have increasedptitential for political interference and weakerhbd
rights and security of title holders of mineral uegs in Mongolia. Certain provisions of the 2006&tals
Law are ambiguous and it is unclear how they wéllilterpreted and applied in practice. Examplesuch
provisions include those relating to the desigmatid a mineral deposit as a Mineral Deposit of 8
Importance. The Mongolian Government could deteenthat any one or more of the Company’s projects i
Mongolia is a Mineral Deposit of Strategic Importan

In addition, the introduction of new Mongolian lawad regulations and the interpretation of exisongs
may be subject to policy changes reflecting doragstiitical or social changes. For example, ory A,
2009, Parliament enacted a new law (the “Mininghiitition in Specified Areas Law”) that prohibits meirals
exploration and mining in areas such as headwaferisers and lakes, forest areas as defined inFthrest
Law of Mongolia and areas adjacent to rivers akddas defined in the Water Law of Mongolia. Pansuo
the Mining Prohibition in Specified Areas Law, tiMongolian Government was instructed to define the
boundaries of the areas in which exploration angingiwould be prohibited by October 16, 2009. Hogrev
the Mongolian Government has not yet approved arddighed this information. New exploration liceace
and mining licences overlapping the defined prabibiareas will not be granted, and previously @unt
licences that overlap the defined prohibited arétisde terminated within five months following treloption
of the law. It is not clear whether such termimatiwill only apply to the overlap areas. The Mumin
Prohibition in Specified Areas Law provides thdeafed licence holders shall be compensated, leue thre
no specifics as to the way such compensation witlidtermined.

MRAM has prepared a draft list of licences thatrta with the prohibited areas described in the feaw
based on information submitted by water authorifgrecies, forest authority agencies and local aittbsifor
submission to the MMRE. Subsequent to the MMRHEpraval of this preliminary list, the Mongolian
Government must still give its final approval befdhe final list can be published. During the MM&End
the Mongolian Government'’s review of the draft blicences prepared by MRAM, licences may be ddite
subtracted to the list at any time prior to apptaval publication of the final list.

Six of the Company’s exploration licences and teagaan Tolgoi mining licence, included on MRAM'aftir

list of licences, may be included on the final psblished by the Mongolian Government, potentiafficting

the status of those licences under the Mining Bitbn in Specified Areas Law. Activities beingrdad out

on these properties include drilling, trenching ageological reconnaissance. The Company has no
immovable assets located in any of the potentifigcted areas and the loss of any or all of themi@lly
affected properties would not materially and adelgraffect its existing operations. The loss af frsagaan
Tolgoi mining licences would; however, impact thengpany’s resources.
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As such, there can be no assurance that futuricablind economic conditions in Mongolia will metsult in
the Mongolian Government adopting different pokcia relation to foreign development and ownersifip
mineral resources. Any such changes in governroemiolicy may result in changes in laws affecting
ownership of assets, environmental protection, dabelations, repatriation of income, return of itap
investment agreements, income tax laws, royaltylegign, government incentive and other areas, @dch
which may materially and adversely affect the Comyfmability to undertake exploration and developine
activities in the manner currently contemplated.imifarly, any restrictions imposed, or Mongolian
Government charges levied or raised (including ltgyiees), under Mongolian law for the export ofato
could harm the Company’s competitiveness.

The Company’s ability to carry on business in Mongha is subject to political risk.

The Company’s ability to efficiently conduct itspdaration and development activities is subjeathianges in
government policy or shifts in political attitudeghin Mongolia that are beyond the Company’s colntr

Government policy may change to discourage foréigestment, nationalisation of mining industriesyma
occur or other government limitations, restrictiangequirements not currently foreseen may be émpinted.
There is no assurance that the Company's assetsnutil be subject to nationalisation, requisition or
confiscation, whether legitimate or not, by anyhawity or body. The provisions under Mongolian |&w
compensation and reimbursement of losses to imgestoder such circumstances may not be effective to
restore the value of the Company’s original investmn

In addition, Mongolia may experience political gisility. Such instability could have a materialvadcse
effect on economic or social conditions in Mongadiad may result in outbreaks of civil unrest, tgsto
attacks or threats or acts of war in the affecteds any of which could materially and adverséigca the
Company’s business and results of operations.

The Mongolian Government could determine that any pe or more of the Company’s projects in
Mongolia is a Mineral Deposit of Strategic Importarce.

Pursuant to the 2006 Minerals Law, the Parliaméntiongolia has wide discretion to designate mineral
deposits to be Mineral Deposits of Strategic Immoce. The Mongolian Government is empowered to
participate on an equity basis with the licencalfpin the exploitation and/or mining of each Maddbeposit

of Strategic Importance on terms to be negotiatetivéen the Mongolian Government and such licence
holder. Details of any minerals reserves mustileel by the relevant licence holder with the Mongol
Government, and those deposits on the Strategiogitsflist represent most of the largest and highexile
deposits in Mongolia. In addition to deposits eatly on the Strategic Deposits List and the doldlitl Tier 2
Deposits List, the Mongolian Parliament may at &éime designate other deposits not yet currenthsach
Lists to be Mineral Deposits of Strategic importanadd such deposits to either the Strategic Degphisit or

the Tier 2 Deposits List and, in the former casenimence negotiations with the relevant licence droldth
respect to the terms under which the Mongolian @ovent will take an interest in such deposit. \Whie
Mongolian Government is in the process of addirgetkact location and coordinates for each Minesdd3it

of Strategic Importance, a number of deposits enStrategic Deposits List are identified by namby evith

no indication of the latitude and longitude cooed@as for the deposit, and it is therefore not abyayssible to
precisely determine the intended geographic areared by each designated Mineral Deposit of Strateg
Importance or to accurately determine whether éramy given licence area is within, or overlap$iaeral
Deposit of Strategic Importance.
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Under the 2006 Minerals Law, the size of the MormgolGovernment'’s participation is determined layds}

the level of state funding which has been proviftedhe exploration and development of any depasit)

the Mongolian Government entitled to participateto0% in the event that there has been staterfgraf

such deposit and up to 34% if there has not. Hewew 2006 Minerals Law is very vague as to thailkse
and method by which the Mongolian Government vaike its interest and the final arrangements inaetspf

the Mongolian Government'’s interest in each Min&aposit of Strategic importance, including the anto
of compensation to be paid to the licence holderthe actual form of the Mongolian Government'eiast
are subject to negotiation between the MongoliamgBument and the licence holder.

The 2006 Minerals Law also contains provisions &g any company which holds a Mineral Deposit of
Strategic Importance to list no less than 10% EHares on the Mongolian Stock Exchange. Thiscpar
provision of the 2006 Minerals Law has not yet beeforced and it is not clear how it will work inggtice.

In recent years there have been a number of prdpasendments to the 2006 Minerals Law suggested by
various parties, many of which have centered onnding the 2006 Minerals Law to increase the Moragoli
Government'’s participating interest in excess #fo50While the 2006 Minerals Law provides that thieiest

of the Mongolian Government should take the formmequity interest, based on past practice, apdraing

on the results of individual negotiations, the it may be in the form of production or profit shg or some
other arrangement negotiated between the licenktiethand the Mongolian Government. There can be no
assurance that legislation will not be enacted ificther strengthens the Mongolian Governmenghtrto
participate in privately held mineral resourcesfiongolia.

None of the deposits covered by the Company’siegishining licences or exploration licences arerently
designated as Mineral Deposits of Strategic Immazda However, there can be no assurance thatrapio
more of these deposits will not be so designatethénfuture, in which case the Company’'s business a
results of operations may be materially and adWeedféected.

Qualified Persons

Disclosure of a scientific or technical nature mstAnnual Information Form, as derived from theoOw
Tolgoi and Soumber Technical Reports, in respeeach of SGQ’s material mineral projects was preghary
or under the supervision of the qualified persasied below. Copies of both the Ovoot Tolgoi Tdchh
Report and the Soumber Technical Report are avaittlvww.sedar.com

Property Qualified Persons Relationship to Company
Ovoot Tolgoi Merryl Peterson Independent Consultant
Ovoot Tolgoi Rob Mackenzie Independent Consultant
Ovoot Tolgoi Ross Seedsman Independent Consultant
Ovoot Tolgoi Peter Goodman Independent Consultant
Soumber Merryl Peterson Independent Consultant
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Mongolia
Ovoot Tolgoi Complex
Property Description and Location

The Ovoot Tolgoi Complex is located in the southvegsner of the Umnugobi Aimag (South Gobi Province
of Mongolia within the administrative unit of Gumnvas Soum, 320 km southwest of the provincial ehjit
Dalanzadgad and 950 km south of the nation’s dapi@anbaatar. Ovoot Tolgoi is approximately 40 km
north of the Mongolia-China border at Shivee Khu@ake border crossing (as the crossing is refeoed
China and Mongolia, respectively).

The SGQ controlled property surrounds and is adjatethe existing MAK-Qinghua Mines (including the
Nariin Sukhait mine) operations. The Ovoot Tol@mmplex resources are found in two different reseur
areas, referred to as the Sunrise and Sunset Fedgsctively. The waste dumps for the SunriseSuntset
Fields are located to the south of either fieldhimitthe Ovoot Tolgoi Mining Licence. Both the Sahsnd
Sunrise Fields are within the Ovoot Tolgoi Miningcénce, which covers a total of 9,312 ha and expine
2037, with two possible 20 year extensions. The melow sets out the licence area and locationegf k
infrastructure at the Ovoot Tolgoi Complex:
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SGS, the operating company under SGQ, is a Mongaokgistered company that holds the licences and
permits to the Ovoot Tolgoi Complex. The Mongolgovernment grants MELs for a period of three years
with the right to extend the period twice for thragditional years each. Exploration licence haldare
subject to various environmental protection oblma including preparation and acceptance of ailddta
environmental impact assessment (“EIA”) and envitental protection plans (“EPP”), as well as theuahn
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posting of a bond equal to 50% of expected reclmmatosts. Other obligations are for exploratimerce
holders to pay a fee and incur a minimum expenrgipar hectare of licence area (see table below) B&
completed its EIA and EPP and has all necessaryifgto continue operations at Ovoot.

Mongolian Mineral Exploration Licence Fees

Year Licence Fee Minimum Expenditure
(US$/ha) (US$/ha)
1 0.10 0.00
2 0.20 0.50
3 0.30 0.50
4-6 1.00 1.00
7-9 1.50 1.50

Following successful exploration, an exploratiazetice holder can apply for a mining licence to postion

of the exploration licence area. A mining licenegranted for a period of 30 years, with the righextend

the period for two additional 20 year periods. Thiaing licence covers both mineral and surfaceda@ghts.
Portions of existing MELs held by SGQ were conwttethe Ovoot Tolgoi Mining Licence, granted in
September 2007, for the development of an opeoggit mine. The Ovoot Tolgoi Mine is covered witltlire
Ovoot Tolgoi Mining Licence, while the remainingrfgaof the Ovoot Tolgoi Complex are covered by ¢hre
MELs (11187X, 9443X and 6359X) covering an ared@9,664 ha and expire in May 2012, December 2011
and September 2011 respectively.

The 2006 Minerals Law and the Land Law govern SGé€Xploration, mining and land use rights for the
Ovoot Tolgoi Project. Water rights are governedhry Mongolian Water Law, and the Mongolian Minsral
Law. These laws allow licence holders to use &melland water in connection with exploration anding
operations, subject to the discretionary authaftivlongolian national, provincial and regional gowaental
authorities as granted under Mongolian law.

The Company is paying a 5% royalty on all coal dofan the Ovoot Tolgoi Mine based on a set refegenc
price per tonne published monthly by the Governn@nMongolia. The specific price per tonne varies
according to the category of coal sold, which ikt &pto two categories of raw and processed cddie raw
coal category has three tiers based on a combmati&/cal and other coal characteristics. Chanmdstics for
the processed coal category are yet to be annolnyctte Government of Mongolia. The Company’s ¢eal
tested by the Mongolian Customs laboratory evemo8ths to establish the coal characteristics wareh

used to determine the appropriate category andofi@oal for the quarter. As of February 17, 2Qhé&
Company’'s coal from Seam No. 5 has been categosagerbking coal (which is comparable to third tér
Raw coal category) while the coal from Seams &n@, 10 has been categorized as hard coal (compambl
second tier of Raw coal category). Below are tpplieable reference prices set by the Government of
Mongolia for the past four months:
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Raw Coal
Month Tier 1 Tier 2 Tier 3 Processed Coal
($/tonne) ($/tonne) ($/tonne)

March 2011 $62.5 $64.70 $70 $202.70
February 2011 $62 $64 $70 $200.60
January 2011 $50 $53 $57 $146.90
December 2010 $49.80 $51.40 $54 $131.10

The Company is also subject to a sliding scaleltpymyment of up to 5% based on the set refergnice of
coal sold. The sliding scale royalty has takeedafhs of January 1, 2011. Under the currentrgjidoyalty
scale the Company would be subject to an additi2#aloyalty based on the reference price for trad sold
from the Ovoot Tolgoi Mine.

Accessibility, Climate, Local Resources, Infrastaue and Physiography

The area around the Ovoot Tolgoi Complex currestlgports a traditional subsistence economy focosed
raising sheep, goats, and camels. The Umnugobadhiis the most sparsely populated province in Mbago
with a density of 0.8 people/Km The number of persons skilled in the exploratiod development of mining
properties in Mongolia is limited. To date, SG@ leeen successful in recruiting key personnel &sithe
development of the Ovoot Tolgoi Complex contintdewill require additional personnel. SGQ has ativa
training program to assist with maintaining a gdlworkforce.

The surface expression of the deposit ranges flaingravel-covered desert plains to moderately kérrain.
Surface elevation ranges from 1,515 to 1,555 m alsea level. Vegetation is sparse, consistingariiynof
small shrubs and grasses. The region experiencestmental desert climate. Temperature typicedlyges
from 0° to -30°C in the winter, increasing to 36°35°C in the summer months. High winds occurdesly,
particularly throughout the spring. Average anmaatfall is approximately 130 mm with most pretdpion
occurring during the summer months. The weathacigptable for exploration activities from Aptirbugh
October. Exploration activities are not recommehdaring the harsh winters; however, the climateva
year round mining operations.

The Ovoot Tolgoi Complex has an onsite airport @dccessible via charted aircraft from Ulaanbaatar
Regular air service is also available from Ulaatdrato Dalanzadgad. Travel from Dalanzadgad to the
property takes approximately seven hours over weghagads. All parts of the property can be reachit
four-wheel-drive vehicles.

A rail line connects the Ovoot Tolgoi area with theerior of China. The railroad terminus is appnaately

40 km south of the resource areas at Ovoot Tolgoihe Chinese border town of Ceke. Coal truckeelr
overland from Ovoot as well as the neighbouring MAiaghua mines to the railroad terminus located at
Ceke. Electrical power is available from a powiee Idistributing power from China to various locais at
Ovoot. Additional electric power is currently slipd by on-site diesel generators, as required.
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No surface water is currently available in the indiate area of the Ovoot Tolgoi deposit. Watertfa camp
and shop complexes is being supplied from wateplgupells drilled during the hydrological investig@ns.
The recently completed permanent man camp has ar vidatment facility on-site. Water for dust
suppression is available from the pit dewatering.

Waste disposal areas have been identified and aggiio the mining permit. Currently, screenind&ng
conducted on the Ovoot Tolgoi coal. Constructiba coal handling facility began in 2010. Theftfiphase
of the facility is scheduled to be operational @12, including a rotary breaker and air separators.

History

The first geological investigation at Nariin Sukh#&bok place in 1951 and 1952 and was led by V.S.
Volkhonina. Results included geological mappingaatcale of 1:500,000. Coal was first identifiedttie
Nariin Sukhait area in 1971 by a Mongolian exploratsurvey led by D. Dashtseren. A study of theiiNa
Sukhait coal deposit was undertaken by Exploratioih No.15 of Ulaanbaatar Geological Research Ginup
1991 and delineated an inferred resource on thpepiyy Since this estimate was reported, substanti
exploration has been undertaken as set out inEkplération” section of this AlF.

The Company acquired its interest in the Ovoot dogpmplex from Ivanhoe in May 2007.
Geological Setting

The coal-bearing rocks at Ovoot Tolgoi are latenfan in age. Coal was deposited along the mangfins
tectonically active continental basins. The regimms subsequently undergone basin and range style
extensional tectonics followed by a period of coegsional folding and faulting.

Regional Geology

The South Gobi region of Mongolia reflects a commpeologic history of continental accretion andiBasd
Range style crustal extension. The region is datath by elongate, east-west trending mountain saagd
intervening basins. The intervening basins arepr®ed of sediments of Late Cretaceous to Permign a
overlain by a relatively thin Quaternary graveldayr thin Aeolian deposit. The mountain ranggsseating
these sedimentary basins comprise mostly crysealiasement rocks dominated by intermediate to &igite
faults that show evidence of both compressionalexteinsional movement.

Coal Occurrences

The most prominent feature relating to the coalodépat Ovoot Tolgoi is the arcuate, east-westdirgn
Ovoot Tolgoi fault. The coal bearing section, ipteted to be late Permian in age, is exposed pitymia a
window adjacent to the Nariin Sukhait fault. Thdyoplace where the fault is exposed is in the MKNH&riin
Sukhait Mine, where it appears as an intermediatgeastructure (40 - 50 degrees) in their West |3GQ
holdings at Ovoot Tolgoi contain two distinct resmiareas within the window of upper Permian rotks,
Sunrise Field and the Sunset Field.

Exploration activities undertaken by SGQ within teoot project area have focused on the thick obéhe
No. 5 Seam, but additionally have defined furtlesources in packages of “upper seams” located ahdasve
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horizon. This work has shown that what was preslipmamed as a single seam often contains a nuafber
discrete coal seams separated by rock partingsgbfyhvariable thickness and extent. As such, rlinde
efforts have required the organization of thesd paakages into a number of coal series. The thakm
originally identified as the No. 5 Seam in outcttugs retained that designation, but the discovergptifs
above and below this has required a number of iaddit correlatable seams to be designated withiatvg
now the No. 5 Series.

The remainder of the resource is found in the &né, 10 Series, which each contain a number ofab$coal
seams. The No. 4 and No. 7 Seams are recognizzdumber of drill holes, but do not appear to espnt
any significant resources. Coal seams 1 throudés8ribed in the early work at Nariin Sukhait haee been
identified on the Ovoot Tolgoi Complex.

Interburden both within and between coal seridsghly variable at Ovoot Tolgoi. Interburden betnethe
series is generally dominated by sandstones anglauoerates, while the partings within the coals raast
commonly mudstones and carbonaceous mudstones.

Structural Geology

The Sunrise Field is located on SGQ controlled landounding the southeast corner of the MAK mining
licence. The No. 5 Seam is currently being mingd/\K and MAK-Qinghua in this area along the axfsao
poorly defined antiform. This structure trendste southwest from the MAK East Pit, and formslihsis for
the SGQ resources here. The coal-bearing sedifound primarily as a southeast dipping homocl®eal
resources modelled in the Sunrise Field are almastely of the No. 5 Series. This is the primaeam that
will be, and currently is, mined.

The Sunset Field is located on SGQ land near tlhgheest corner of the MAK mining licence. Coal
resources are found along a southeast dipping HoteocPrevious interpretation of structure in Benset
Field described a southwest plunging antiform. frtagority of resources are found in the 5 Seried wdthin

a southeast dipping coal- bearing sequence. Addily, a considerable amount of resources arefalsal in
the upper coals, Series 8, 9, and 10.

The underground resources in the Sunset Field rm@a@sent the down dip extension of the stratigraph

discussed for the Sunset Field. Current explanatias been focussed on the delineation of No. SnSea

resources. Overburden above the No. 5 Seam cah nga to 650 m and consists of sandstones and
conglomerates. The apparent average thicknessddyo. 5 Seam is 53 m.

Exploration

IMMI began exploration in late 2004 with the contjba of 5 boreholes in the Sunrise Field. Thisgoamn
was continued in early 2005 and expanded to incgefeeral exploration activities along the entirgioaal
trend as well as resource delineation drilling ie Sunrise and Sunset Fields. The explorationranag
undertaken from 2006 through 2008, concentratedhenSunrise and Sunset Fields, but continued work
elsewhere on the trend. The 2010 exploration pragimcluded in-fill drilling and extended drill Feol
coverage in the west of the Sunrise Field. Expionaactivities used to date at the Ovoot Tolgoimpex
include: geological mapping, satellite imagery, ggeical surveys, trenching, and drilling.

Geologic mapping was initiated by IMMI in early 2D@nd continued during 2006. Mapping and exanmonati
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of images were used to define the trend of coalrops. Additionally, these activities were usetbtzate coal
occurrences in the hanging wall of the Nariin SukHault along the entire length of this structure.
Reconnaissance exploration work was contractedgpilynto Sapphire and supervised by SGQ. Norwest
provided assistance in the review of activities amérpretation of results in 2005 and 2006, wigieéQ
directly supervised and provided assistance to [8epn the review of activities and interpretatiohresults

in 2007 and 2008. McElroy Bryan supervised the 2@Mploration program. The majority of the
reconnaissance work was conducted prior to trarcfféhe mineral exploration licences to SGQ. Sigdel
imagery was used in conjunction with the geologimapping to locate surface exposures of coal aguatiig
structures.

Additionally, 3-D and 2-D surface resistivity supgewere used to help locate mineralization in adahin
surficial cover. Potential targets identified withe above mentioned techniques were then testdd wi
trenches cut perpendicular to the apparent stitkexpose coal seams close to surface.

Trenching has been useful in identifying the neafage expression of coal seams for locating expboy
drill holes. Coal seam thickness and structuretes®rved in the trenches are greatly affected hy swrface
erosion, alteration, and deformation however. Théamy intercepts have been found to be unreliableces
of seam characteristics and structure, and aragemt in resource estimation.

Drilling

Drilling through December 31, 2010 at Ovoot Toldwmldings includes a total of 475 exploration holes
completed and 110,793 m drilled. This does noluthe limited drilling that took place under the &xv
Mongolian government sponsored exploration programs

All holes have been geophysically logged exceptrestmles have caved. Depending on the equipmexdt, us
logs were either examined visually, or interpraetisthg the geophysical logging software. Drill hdiepths
were then incorporated into the geologic modeldrifling summary by method and area is presentetthén
table below.
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Historic Coal Exploration Drilling Activity

Reverse Circulation Rotary Core Combination*
No. Meters No. Meters No. Meters No. Meters
Area Year Holes Drilled Holes Drilled Holes Cored Holes | Cored
2004
IMMI = = = = 5 750
2005
IMMI 76 14,425 18 2,807 34 5,525
. . 2006
Sunrise Field | ¢~ 11 4,855 12 1,999 5 1,860 - -
2007
SGQ - - 17 3,542 1 254 - -
2010
SGQ 35 6,671 16 3,486 6 993
2005
IMMI 70 12,861 17 2,223 13 2,034
2006
SGS 48 10,203 0 0 25 5,737
Sunset Field
2007
SGQ - - 23 5,430 7 2,699 - -
2008
SGQ - - - - 41 23,189
Total 240 49,015 103 19,487 96 19,852 41 23,189

! Combination holes with RC and/or PCD rotary andtme method.

Drill hole core and drill cuttings descriptions, ophiysical logs and coal analyses data were used to
characterize and interpret the stratigraphy ofSbarise and Sunset Fields, particularly with respethe coal
seams. All holes were drilled vertically.

Drill hole collars were initially located using amdheld GPS unit. After completion of drilling alugjging,
surveys were conducted to accurately locate tiiehdite position and elevations.

Mineralization

Early work adopted the seam nomenclature presdmtdaashkhoral et al, thereby calling the very thical

in the middle of the sequence the No. 5 Seam, aming the upper seams in ascending order. As etjoa
work progressed, numerous additional seams ant$ spdire discovered within the overall packagesaaf ¢
previously described. As correlation and modellirg gone forward, coal seams were hamed and aeghni
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into a series basis as shown in the table beldwckihesses reported are based on drill interceptsepresent
apparent thickness. The following tables predemicbal seam characteristics on a seam by seam basi

Ovoot Tolgoi Complex Coal Seam Characteristics

Sunset Field Coal Seam Characteristics

Seam Mean Maximum
10 3.69 28.80
10.78 54.80
2.05 13.90
5U 25.96 204.26
5L 7.48 139.72

Sunrise Field Coal Seam Characteristics

Seam Mean Maximum
5U2 6.17 70.70
5U1 4.63 87.11
5L2 19.98 124.00
5L1 10.52 86.93

Criteria applied to coal deposits for the purpasfedetermination of coal resources and reservdadecboth
“Geology Type” as well as “Deposit Type”.

“Geology Type” for coal deposits is a parametet ibaspecified in Geological Survey of Canada (“GSC
Paper 88-21, which is a reference for coal dep@sitspecified in NI 43-101. Coal “Geology Type“as
definition of the amount of geological complexitysually imposed by the structural complexity of Hrea,
and the classification of a coal deposit by “Gegldg/pe” determines the approach to be used for the
resource/reserve estimation procedures and théslimibe applied to certain key estimation criteribhe
Geology Type for the Sunrise and Sunset Fielddbas determined to be “Complex”.

“Deposit Type” as defined in GSC Paper 88-21 refieithe extraction method most suited to the ceglbdit.
There are four categories, which are: (i) SurfédietJnderground; (iii) Non-conventional; and (i@terilized.
The Ovoot Tolgoi deposit is considered to contaithb‘surface” mineable and “underground” mineable

deposits.
Coal Quality

Coal quality is observed to be similar at both $umrise and Sunset Fields. Seam designationshetween
fields. A summary of general coal quality values éach of the resource areas organized by cossier

presented in the table below.
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Sunset — Summary of Drill hole Quality Data

Total Inherent Ash Volatile | Total C\?!;L'gc )
Seam | Moisture | Moisture | , = . | Matter | Sulphur | | = Fs| | Relative
% ar % ar %ad | %ad o 9 Density
10 5.2 1.2 19.7 31.8 1.25 6,273 2.8 1.46
9 5.3 1.2 20.5 311 1.28 6,290 3.5 1.45
8 6.1 11 19.7 30.3 1.09 6,451 4.2 1.44
5U 4.1 1.0 12.1 31.0 0.78 7,100 3.6 1.38
5L 3.0 0.7 13.3 32.0 1.01 7,060 4.6 1.38
Sunrise — Summary of Drill hole Quality Data
: Calorific
Total 1 inherent Ash volatile | Torg| Value Relative
Seam | Moisture | Moisture % ol Matter | sylphur keallkg FSI Density
% ar % ad °a %ad | oad il
570 8.4 1.7 18.6 31.2 1.17 6,385 3.0 1.40
5U2 9.2 1.1 14.9 30.5 1.15 6,740 2.2 1.42
5U1 6.8 0.9 13.0 31.9 0.87 6,975 2.1 1.40
5L2 7.8 1.2 12.7 32.2 1.02 6,810 3.2 1.37
5L1 8.1 1.2 14.9 30.7 0.92 6,767 3.0 1.4(

Sample Preparation, Analysis and Security

The majority of exploration holes at Ovoot Tolga@vie been drilled with rotary techniques which offes
opportunity only to sample drill cuttings. All ditg analyses used for modeling have been resttitttecore
samples and for the 2005 through 2010 drill prograins has been restricted to triple-tube coripgjment.

Reverse circulation drilling has provided cuttimgsnples of relatively good integrity. Samples wenkected
at 1 m intervals, and the cuttings were laid outows on the ground for examination and logginghmsy site
geologist. A portion of the reverse circulatioomgdes collected was used for basic proximate aedrtal
analysis as a comparison to the core samples.rérhainder have been stored in Ulaanbaatar. A nuofbe
additional holes were drilled with a conventionatratary system. Cuttings were generally loggadai
similar fashion as for reverse circulation drilling

Core drilling has been used where it is desirableollect complete representative samples of tla¢ $@ams,
observe structural details, and to more accuratelgsure the depths of lithologic contacts. Sudfitguantity
of core samples with satisfactory core recovery basn acquired to adequately characterize the most
important quality characteristics. MMC reporteavds not aware of any factors that may have leadnaple

bias.
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The bulk of the core drilling at Ovoot Tolgoi hasem done with wireline drilling systems and modéripje-
tube core barrels. All of the triple-tube coringrithg the 2005 and 2006 drill programs was perfafmeder
Norwest supervision. Core logging and sample hagdivas performed by Sapphire under Norwest
supervision. Drilling undertaken during the 200%W 2008 period has been undertaken and supervised b
SGQ. Sapphire’s procedures in use during the 28@dugh 2009 programs were similar to those they
employed in earlier exploration programs. Sapphas a four year record of providing competent ggists

for geologic and geotechnical exploration, samplamygl testing, in accordance with defined procedures
developed by Norwest, and implemented in 2005.libgilin 2010 was supervised by McElroy Bryan
Geological Services. Core logging and samplingHat period was performed by Tanan Impex.

Core was retrieved, logged and sealed accordifgtwest conventions. Each core run was measurecbfer
cut and recovered. Photographs were taken at Grfemvals. Coal showing distinct lithologic vaitn was
sampled separately, as were partings over 0.0®therwise, coal intervals with a uniform appearaweee
bagged in 0.6 m sample increments as per the ¢gudche core box length. When zones of core tpssiter
than 0.1 m were encountered, separate samplescolgeted both above and below the zone.

Samples have been collected from drill core anéns®y circulation cuttings. These samples wereceit
and recorded by field geologists employed by Sappimder the supervision of Norwest during the 2808
2006 exploration programs. Sapphire continuedstirae data collection protocol from 2007 through9200
under the supervision of SGQ, while in 2010 thetqmol was continued by Tanan Impex, supervised by
McElroy Bryan. The collected samples were submhifte analysis using methods that are standardhior
coal industry. The specific process and protoaadufor the Ovoot Tolgoi drilling program is debexd
below.

Core Drilling Samples

For core drilling samples, recovered core is meabto determine an overall recovery (reported icgra) by
comparing the recovered core length with the coring length recorded by the driller. Recoveredecdsr
measured and compared to the coal interval thickdetermined from the geophysical log suite.

Recovered coal intervals are sampled using theviitlg criteria: (i) coal samples are broken outeoken
lithologic changes, in zones of uniform coal appeae, samples are bagged about every 0.6 m asiger t
capacity of the core boxes; (ii) in-seam partirtgsa maximum thickness of 0.1 m, are included itoal
sample, where the thickness of the adjacent cadd Bbove and below the parting are both a minimém o
twice the parting thickness; and (iii) a partinge amampled separately if it is greater than 0.05hiok}
carbonaceous shale, bone or interbedded coal/mejsio deemed to be greater than 50% coal.

Collected samples are cleaned of any mud contaimimand placed in individual, core-sleeve stylgsfit
bags. The bags are labelled on the outside with the core hole and sample number and sealedpleititic
tape to prevent excessive moisture loss. Sampéeshan placed in sequence into waxed-cardboare cor
boxes. Core boxes are sealed with tape. Core Hosesthe 2005 program were transported to IMMI in
Ulaanbaatar, then shipped to S@dineral Labs in Denver, Colorado (ISO-9000 ceetifi accredited by the

SGS North America Inc. (Denver), and SGS-CSTS (Xéhnjin), are independent international testing aertification service companies, not to be
confused with SouthGobi Sands LLC.
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NQA in the United States of America). Core frone tR006 program was similarly transported to SGS
Laboratories offices in Ulaanbaatar, and then skdpio SGS Laboratories in Tianjin, China (curremibds
ISO-17025 certification, accredited by the Chindidieal Accreditation Service for Conformity Assessm
(the “CNAS")).

Core samples undergo a full suite of coal quakisting including short proximate, full proximatagtmal
tests, ash analysis, and metallurgical testingnesselect samples undergo washability testing.

Reverse Circulation Samples

Samples are collected at 1.0 m intervals into gdsigs. The bags are labelled on the outside bdth the
drill hole and sample number and sealed with glaape to prevent excessive moisture loss. Sarapdethen
grouped by hole into larger bags, packaged andprated to Ulaanbaatar for storage at SGS fagilitie is
believed that testing of reverse circulation samplas discontinued in 2007.

In coal work additional special security methods tfee shipping and storage of samples are not cartymo
employed, as coal is a relatively low-value bulkncoodity.

Data Verification

Exploration drilling data collected during 2007dhgh 2010 was done under the supervision of SGRICM
visited the site during 2010 and conducted a vatideof those data. This validation included tbkofwing:

» Verification of drill hole position and elevatiory lvisiting a significant percentage of the sitesl an
taking GPS measurements for comparison with theegutata and topographic maps.

» Review of geophysical logs for validation with theologic database.
» Review of the coal quality analytical reports falidation with the geologic database.

» Review of selected core logs and core photographs.

MMC was not in a position to verify the data usedhe resources estimates since this informaticn st@red
in individual databases maintained by previous remtors and at present does not reside with SGQis T
approach of relying on third party consultants t@intain and to verify SGQ’s database has inheiigks tin
terms of data provenance and integrity. In eadheindividual technical reports produced on thgqxt, the
data has been independently verified and signedrofiut this verified data has not been incorporatéo a
central SGQ database that can then be cross chagkatst original records. It is intended thafLiture SGQ
will maintain its own database incorporating théadstored with previous contractors together witth sopies
of original logs and a record of all coal qualitydrmation.

However, MMC has audited a subset of the data.nr&mh field lithology logs and geophysical logs were
provided to MMC. A representative nhumber were &pdcagainst the seam picks used to generate the
geological model. Drill hole collars were also gared to elevations in the Digital Terrain ModddTM”).

No material errors were encountered.
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Mineral Resource Estimate

In accordance with NI 43-101, MMC has used theregfeed GSC Paper 88-21 during the classification,
estimation and reporting of coal resources andvesdor the Ovoot Tolgoi Complex.

The term “resource” is utilized to quantify coalntained in seams occurring within specified limits
thickness and depth from surface. The resouri@a&sbns contained within are on a clean basisasean in-
situ tonnage and not adjusted for mining losses@overy. However, minimum mineable seam thickresk
maximum removable parting thickness are consideced] intervals not meeting these criteria are not
included in the resources.

Resources are classified as to the assuranceiok#igtence into one of three categories, measimditated
or inferred. The category to which a resources@gned depends on the level of confidence in duogical
information available. GSC Paper 88-21 providesgance for categorizing various types of coal dépdsy
levels of assurance. These were considered b@uhaéfied Person during the classification of theaurces.

Resources and reserves are further classified (& Beper 88-21 as to the assurance of their exssiabz one
of four categories, using the criteria for coalarfd in Geology Type “Complex” conditions, as shawrthe
table below. The resources have been further elividto surface mineable and underground resourths.
surface mineable resources are limited to a depth surface of 300 m and the underground resolaes
limited to between 300 m and 600 m from surfacée Tinderground resources are limited to the Ned&rs
series due to consistency in seam thickness amedtest drill hole intercepts at depths below 300 Ail coal
seams occurrences within each series are limitedrtonimum apparent seam thickness of 0.6 m. 8airfa
resources are updated to 300 m to reflect the redrdiepths of the open pits at both the Sunrise&untset
Fields.

Criteria used to Define Assurance of Existence fo€oals in Complex Geology Type

Assurance of Existence Category
Criteria
Measured Indicated Inferred
Cross-section spacing (m) 150 300 600
Minimum # data points per section 3 3 3
Mean data point spacing (m) 100 200 400
Maximum data point spacing (m) 200 400 800

Coal resources at Ovoot Tolgoi are defined for tiaegories of measured, indicated and inferred, as
summarized in the table below. The Resource Satem current as of December 11, 2010 and based on
exploration data gathered through November 2010.
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Total (Surface and Underground) Coal Resources efféive December 11, 2011

Area Type Secauiee Lie ASTM Resources (Million Tonnes)
Depth (m) Group

Measured | Indicated | Inferred
Sunrise Field| Surface Surface to 300 m hvB to hvA* 545 20.0 11.0
Sunset Field | Surface Surface to 300 m hvB to hvA* g1.8 15.9 1.9
Sub-Total 136.3 35.9 12.9
Sunrise Field| Underground 300 m to 600 m hvB to hvA* 5.4 21.2 70.8
Sunset Field |  Underground300 m to 600 m hvB to hvA* 46.6 20.9 13.4
Sub-Total 52.0 42.1 84.2
Total 188.3 78.0 97.1

*hvB to hvA — high-volatile bituminous coal B taank based on ASTM D388 standards

Geological models for the Sunrise and Sunset Fieldge developed by McEIroy Bryan using Min8x
software. Resources were estimated from thes@gieal models by MMC. Key horizons or “surfacene
modeled to provide the necessary limits for voluestimation. Volumes were converted to tonnages by
application of density values representative ofdb@& seams as derived from available coal quditg.

Mineral Reserve Estimate

A mineral reserve is the economically mineable phg measured or indicated mineral resource stgqbdry
at least a Preliminary Feasibility level of studihich includes information on mining, processingpromic,

and other relevant factors that demonstrate, afirtie of reporting, that economic extraction carjusified.

Mineral reserves are sub-divided in order of insieg confidence into “probable” and “proven” ressy
respectively. A “probable” reserve is the econaiijcmineable part of an “indicated” resource andéme
cases may include a portion of a “measured” re®uk “proven” reserve is the economically minegtdet

of a “measured” resource. The measured and irdiga@sources are inclusive of those resources raddi

produce the reserves, i.e. reserves are not adalitio resources.
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Total mineral reserves as of December 11, 2018uwrenarized in the table below.

Summary of Mineral Reserves Ovoot Tolgoi Mine

Open Cut Reserves
Reserve Area ASTM Coal Rank Tonnes in Millions
Proven Probable Total
Sunset hvB to hvA 35.3 35.3 70.6
Sunrise hvB to hvA 275 8.7 36.2
Ovoot Tolgoi Mine hvB to hvA 62.8 44 106.8

This estimate of resources and reserves was gedaraing the best information available concerigsges
related to environmental, permitting, legal, titi@xation, socio-economics, marketing and politfeators that
could have a material influence on MMC'’s findinggIMC is not aware of any additional factors whiclym
affect its reserves estimate.

Mining Operations
Mining Method

In April 2008, with basic infrastructure alreadynstructed in-place, the Ovoot Tolgoi Mine begaipptng
and producing its first coal.

As of the date of publication of the Ovoot Tolg@chnical Report mining operations spread over tits) fhe
Sunset Pit and the Sunrise Pit. The mine infragtra is in place, and being expanded to accomraddaire
mining rates. The mining method employed at Ovibmtoi could be described as open cut terrace minin
utilizing large scale hydraulic excavators and gt®and trucks. Terrace mining is utilized whevalseams
dip steeply and operating machinery on the coahseaf and floor is not possible due to the stemgmsdips.
Terraces, or benches, are excavated along fixaddmbal horizons and these benches intersect tmthand
waste. Coal and waste are mined separately ontesamdh with dozers being used as needed to pusiorcoa
waste down to the excavator for loading into trucklis mining method allows large scale open piting to
occur productively in steeply dipping coal seamiemments. All waste will be dumped ex-pit, as steep
dips preclude in-pit dumping.

The run of mine (“ROM”) coal will be hauled to acspto be constructed coal handling plant, compgisin
rotary breaker and dry separators, which will reene@me of the stone within the ROM coal thus reuythe
ash in the saleable product coal.

Three coal products are to be produced: a semeséfhg (or metallurgical) coal, a premium coaltthauld
potentially be used for PCI coking coal or a higlality thermal coal, and a thermal coal productifse in
power generation. Historically, coal in Mongoliashnot been washed on-site, but rather by the seid in
China. SGS has begun construction of a coal hagéicility, and this has been assumed in the OVolgoi
Technical Report. It is noted that none of thaentrsales contracts account for washed coal.
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Mine infrastructure is installed and operationsenheen producing coal since 2008. Production stéladily
ramp-up through 2012, and reach “steady-state”rmoflifon tonnes a year by 2012.

Mining is to occur in two distinct fields, the Sige Field to the east of the lease area, and theebirield,
approximately 5 km to the west. The two fields mii@ed concurrently at annual rates of approxinyabe?
million tonnes and 2.8 million tonnes from Sunsed &unrise, respectively. All waste is dumpedepasate
ex-pit dumps located south of each pit. No wasttuimped in-pit. Material volumes over the life ofnmare

summarized in the table below.

A key assumption in establishing the reserve estinsathat the open cut pit limits will extend agsdhe lease
boundary into the adjacent lease held by MAK. S&@ MAK have a memorandum of understanding to
allow mining across the boundary. The reservesnasti does not include any coal within the MAK letiss
must be extracted as part of the SGQ mining omerakor the PFS, waste and coal within the pit\aitdin

the MAK lease has been treated as waste (i.e. bastsbeen assumed for mining of the MAK wastecoad
but no revenue has been assumed for the MAK coal.)

Production Forecast

The following table sets out the production foreeagr the life of mine at the Ovoot Tolgoi Mine:

Life of Mine Summary Quantities

Year | Year | Year | Year | Year Year Year | Year | Year Year Year | Year | Year | Year
1 2 3 4 5 6 7 8 9 10 11 12 13 14
(in 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 2020 2021 | 2022 | 2023 | 2024 Total
thousands)
Total 5,000 | 8,000 | 8,000 | 8,000 | 8,000 | 8,000 | 8,000 8,000 | 8,000| 8,000 8,000( 8,000 | 8,000 | 5,728 | 106,728
Tonnage
Coal Sold | 4,458 | 7,087 | 7,006 | 6,944 | 7,042 | 7,066 | 7,127 | 7,215 | 7,323 | 7,281 7,079( 7,260 | 7,275 | 5,322 | 95,486
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The following table sets out the production foréaager the life of mine for each type of coal exgeecto be
mined from Ovoot Tolgoi.

Annual Waste, Coal Qualities and Strip Ratio — Surst and Sunrise

Sunset Sunrise Total
veur | Waste | T | Rao | Waste | 0| ooR | wese | TR | oG
(kbem) (kt) ey | kPem) k) | (oemry | (KbCM) k) | (bcmit)
2011 5,661 3,000 1.9 15544 2,000 7.8 21,204 5000 4.2
2012 10,118 | 5,200 1.9 13582 2,800 49 23700 8,000 3.0
2013 12,608 | 5,200 2.4 13553 2,800 4.9 26,161 8,000 3.3
2014 15,109 | 5,200 2.9 13505 2,800 49 28,704 8,000 3.6
2015 17,118 | 5200 33 19571 2,800 7.4 36,688 8,000 4.6
2016 18,117 | 5,200 35 19561 2,800 7.4 37,679 8,000 4.7
2017 18,122 | 5,200 35 19568 2,800 7.4 37,600 8,000 4.7
2018 18,613 | 5,200 36 13567 2,800 4.9 32,180 8,000 4.0
2019 18,613 | 5,200 36 10,568 2,800 3.9 29,181 8,000 3.6
2020 18,605 | 5,200 36 8,564 2,800 3.1 27,169 8,000 3.4
2021 14,110 | 5,200 27 6,056 2,800 2.2 20,167 8,000 2.5
2022 9,118 5,200 18 4,158 2,800 1.5 13276 8000 .7 1
2023 8,129 5,200 16 2,652 2,800 0.9 10,781 8000 .3 1
2024 6,667 5,176 1.3 592 552 1.1 7,250 5,728 13
TOTAL | 190,707 | 70,576 27 | 161,132 36,152 45 | 351,839 106,728 | 3.3

Metallurgical Process

Various coal products are produced at the Ovoogdidlline. SGS currently screens its coal to remibee
larger waste material and to size the coal. Upomptetion of the coal handling facility, all coallibe

processed through the rotary breaker, and mogsteo€dal will be further processed through air safoas to
further lower the ash content of the coal. SG&sauating the possibility of installing a full waplant in the
coal handling facility.

Coal Markets, Marketing and Sales Contracts

For information on sales and marketing see “GENERPSCRIPTION OF THE BUSINESS — Sales and
Marketing”.
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Environmental Conditions

The principal Mongolian environmental agency is Mimistry of Nature and Environment. This agency
reviews and approves ElAs, EPPs, and Environméhbalitoring Plans required by the 2006 Mineral Laws.
In addition, the Soum Government receives a copthefEIA document and has environmental inspectors
who monitor the development, operation, and rectamaf mines within their jurisdiction.

In addition to obtaining approval of an EIA, an ogger is also required to develop costs for annual
implementation of the EPP. Money to cover an arhagual to 50% of the budget for each year is then
deposited in a special account established by theeBment Ministry in charge of the environmentunés
from this account are released upon demonstrafifullémplementation of the environmental protectiplan

for that year.

If the mining damages the environment, causes tiatiuor violates the terms of any permits, therafme
must make payments for the damage as determingteb@overnment. In addition, if any cultural ostbric
resource is damaged as a result of the miningppleeator must also pay damages. Financial comfjensa
also required for damages to any structure owneddiyiduals. The mine operator is also requiregay all
relocation costs for anyone required to be relatatea result of the mining operation. The appillits of
these costs is not included in the scope of thidyst

SGS completed a detailed EIA and EPP for the OVabgoi Complex in August 2005 and submitted the
documents  to the Ministry of Nature and Enviremta The documents were approved in October 2005.
Since that time, the exploration licences weredfiemed from IMMI to the newly formed SGS, and then
converted to a mining licence. A number of faisignificant project changes have also occurredutinh
adding of reserves which increased the mine pét aied depth with associated increases in ore astbwack
quantities and hauling, increased blasting, in@@agperating hours and days, increased workfoncd, a
relocation of the man camp. These changes resintede preparation of an addendum to the approved
detailed EIA which was completed in March 2007.

The detailed EIA and Addendum for the Ovoot Progdtined a number of potential environmental conse
Several of these issues could require study andtriesadditional expenditures for mitigation of tpatial
environmental impacts. Key issues are discusskeavbe

One of the issues raised concerns pit dewaterifsg.mining has progressed, the quantity of groundwat
flowing into the pits has been less than originahticipated and consequently, the impact of mirong
groundwater is less. Aquaterra was commissione8® in 2010 to investigate ground water sources ne
Ovoot Tolgoi Complex and concluded that “revisetinestes of mine inflows at the Sunset Pit suggest t
dewatering production will be sufficient for immatk mine water requirements and may provide a
supplementary water source. However, dewaterirglymtion cannot be considered a viable long term
supply”. For this reason, MMC considers that theréased pit depth proposed (approximately 320 lowbe
the surface) will not have significant additionadpacts on groundwater compared to the currentlycael
mining plan with pit depth of 200 m.

Another potential issue is the flooding of the fipd. As backfilling is not proposed as a sigoéfnt part of
the mine plan it is possible that a pit lake woaftpear as a result of re-establishment of the ghoater
table. If a pit lake is a part of the post minineglamation, then this creates a potential watatitydiability.

It is recommended that appropriate study be peddrto determine if the pit lake will discharge e surface
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water system or the alluvium in order to estimbglong term effect of water in the final pit. Biéd plans

for reclamation of the final mining pit have yetlie determined as the final pit would provide polesaccess
for future open cut or underground mining to extrsome of the remaining coal, if economic. The PFS
includes an allowance of US$0.25/product tonne danual environmental work, such as progressive
rehabilitation of waste dumps, as dumps reach firat shape. A further allowance of US$20 millibas
been assumed in the PFS for final rehabilitatiochsas covering exposed coal seams with wasterisgdbe
final pit walls by dozing the unconsolidated uppeterials and constructing bunds to ensure pubfityg and
rehabilitation (dozing and seeding) of final wadtenps.

Taxes

The following taxes, royalties and duties are ajgilie to Ovoot: (i) royalty rate of 5% of FOB cgaice, plus
an additional sliding royalty up to 5% dependingooal classification and sales price; (ii) VAT ratel10%,
payable on all capital, materials and supplieg;ificome tax is 10% on first 3 billion MNT ($2.578illion),
then 25% on excess; (iv) property tax assumed@ge@rcent; and (v) social insurance of 13% to kbergéd
for all employees.

The Mongolian tax code allows for VAT paid by th@gucer to claim a refund. SGS is confident it afjain
be eligible for VAT refunds in the future. For flgereasons, it has been decided to assume theatittest
official rule of VAT refund will apply to the “basease” cost flow analysis. VAT has been assumeakto
refunded in full in the following year (i.e. 12 ntbe after payment of the VAT.)

Mine Life
There are sufficient economic reserves for 17 yedrenining at a steady-state production of 8 Mtpa.
Continued exploration may bring additional resoaroceo a demonstrated category of confidence hdf ts
the case, then a pre-feasibility level or highening study could identify additional economicallyractive
resources that in turn may increase the mine life.

Expected Payback period of Capital

According to MMC, the current base case indicateg the development capital will be recovered dyrin
2012.

Soumber Deposit

Property Description and Location
The Soumber Deposit is located in the western paithe Umnugobi Aimag (South Gobi Province) of
Mongolia, within the Uvuljuu Uul area of Gurvant&um. The property lies approximately 1,000 km
southwest of Ulaanbaatar, 300 km west of the tofADatanzadgad, 45 km southeast of Gurvantes Solime.
approximate center of the MEL area is locatedtéttie 42°58’00"N and longitude 101°32'00"E.
The Soumber Deposit is currently undeveloped asdeliperienced no mining activity to date. It igg&y in

a natural state with no paved roads or permaneelidgs. Human habitation occurs in the form ehporary
nomadic camps and occasional shelters for anintekhe
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The Soumber Deposit consists of two distinct fieltte Soumber Field and the Biluut Field. The Soemb
Deposit consists of a single exploration licenc&L\M443X, totalling 34,882 ha which expires in Dedber
2011. The Company has also applied for a mining leaséhioSoumber Deposit.

For details of the exploration and mining licenegimes, environmental liabilities and the termsblicable
royalties, please see “Ovoot Tolgoi Complex— PrgpBescription and Location”.

Accessibility, Climate, Local Resources, Infrastaue and Physiography

The area currently supports a traditional subsigteetonomy focused on raising sheep, goats, andlgam
The Umnugobi Aimag is the most sparsely populatedipce in Mongolia with a density of 0.8 peoplefkm
The number of skilled persons in the exploratiod development of mining properties in Mongoliaimsited.
To date, SGS has been successful in recruitingpkegonnel to assist in the exploration.

The surface expression of the deposit ranges flatngravel-covered desert plains to moderately kdrrain.
Surface elevation ranges from 1,508 to 1,563 m als@a level. Vegetation is sparse, consistingagiiynof
small shrubs and grasses. The region experiencestmental desert climate. Temperature typicedlyges
from 0° to -30°C in the winter, increasing to 30°35°C in the summer months. High winds occurdestly,
particularly throughout the spring. Average anmaidfall is approximately 130 mm with most pretapion
occurring during the summer months. The weathacieptable for exploration activities from Apfirbugh
October. Exploration activities are not recommehdering the harsh winter months; however, the afaris
expected to allow year round mining operations.

Soumber can be reached via chartered aircraft fodmanbaatar. Regular air service is also availé&iom
Ulaanbaatar to Dalanzadgad. Travel from Dalanzadgadbe property takes approximately seven houes ov
unpaved roads. All parts of the property can behed with four-wheel-drive vehicles. The propesyaiso
accessed over desert trails from the Gurvantes Saairthe Ovoot military base. The trails are unioyad
dirt two-tracks that migrate somewhat in locatiathwse.

The property is well placed to access the railfoaiiveen Ceke and Jiuquan City in China. The railnwill
be connecting the Ovoot Tolgoi area and Ceke to@oal trucks travel from the neighbouring coal rsine
MAK-Qinghua and Ovoot Tolgoi, to the railroad tenus in Ceke town approximately 50 km southweshef t
Soumber Deposit.

Electrical power is available from a power linetdimiting power from China to the MAK-Qinghua caaine,
Gurvantes Soum and the military base. No surfaatemis available in the immediate area of the Smm
Deposit; however, water supply wells have beeredrihs part of an on-going hydrological investigati

There is sufficient area within the MEL to locataste disposal without impacting in-place resoutoesite
mine facilities including coal handling and prodeggwash) plant, if necessary.

History
The first geologic investigations at Soumber regiogurred between 1951 and 1952. This initial ggicl
investigation led by V.S. Volkhonina, included maggpat a scale of 1:500,000. Additional mapping by
Burenkhuu identified the coal bearing Upper Perm@alin Shand Formation as having significant
occurrences of bituminous coal.
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In mid-2000, IMMI conducted geology reconnaissaincthe region of existing Ovoot Tolgoi resources an

discovered a number of coal occurrences, mostiygatbe structural trend of Ovoot Tolgoi resourcé&nal
was first identified approximately 20 km east o€ tvoot Tolgoi property during 2005 exploration by
Norwest and Sapphire and informally named as “Ndfie Another coal occurrence was discovered during
that time and named as “O field”. The followingayén 2006, the exploration area was extendedg@#st of

N field and referred to as N field extension.

The “N”, “O” and “N Extension” fields have been mrttly designated the Soumber coal field. The name,
according to SGQ, was proposed by the BuddhistyPate_ama of Mongolia and means "beginning of the
universe."

MEL 9443X is owned by SGS, a former subsidiary\@flland established as the licence holder on Fepruar
22, 2007. The licence was initially granted to IM&h December 28, 2002 (inception date), who temsél
it to SGS on February 22, 2007.

The property remains a Mineral Exploration Liceaoel has not been converted into a Mining Licenterd
has been no production from the property to date.

Geological Setting
Regional Geology

Soumber Deposit is structurally located along tlaeiiN Sukhait thrust fault approximately 25 km eakthe
Ovoot Tolgoi resource area. The coal-bearing asteitSoumber are believed to be Permian in ageaue
similar sediments and regional structure to Ovoolgdi resource, and its proximity to Ovoot Tolgaida
Nariin Sukhait deposit. Coal was deposited aldrgrhargins of tectonically active continental basiThe
region has subsequently undergone Basin and Rawlge extensional tectonics followed by a period of
compressional folding and faulting.

Pre-Mesozoic rocks of Mongolia and central Asidefa complex history of continental accretiom |
southern Mongolia, this took place in the form ofévdnian and Carboniferous volcanic island arc units
colliding with older cratonic land masses throulgé éarly to late Permian periods.

Coal Occurrences

The most prominent feature relating to the coabdémt Soumber is the east to west trending N&iikhait
thrust fault. The coal bearing section, interpiete be late Permian in age, is exposed primatdp@the
Nariin Sukhait thrust fault. The only place whémne fault is exposed is in the MAK Nariin Sukhasource,
where it appears as an intermediate angle stru¢d&c0 degrees) in their West pit. SGS holdings a
Soumber contain a resource area within the uppeniBe sediments.

The coal occurrence at the Soumber Field measym®xmately 12 km long east to west and 2 km wide
north to south while the strike length of the Bildield is approximately 24 km. Based on past ggil
mapping, the coal-bearing Deliin Shand suite isosrgd along the trend of the Nariin Sukhait thrasttf The
exposed sediments mapped in the Soumber vicingytlought to have been deposited in the series of
geologic sequences of Permian, Triassic, JuramsitQuaternary Age.
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The coal deposit at Soumber occurs within the B&hand suite, which is estimated to be up to 1B3@bick

in the Ovoot Khural Basin. The Deliin Shand su#tedescribed as a sedimentary sequence of intezdala
claystones, siltstones, sandstones, conglomeratesaal. As previously mentioned, the coal depdsitthis
region are found along the Nariin Sukhait thrustltfa As such, these deposits appear to reflecomér
changes in the form of highly variable sedimentzaitings and locally thick coal.

The drill data has shown that a thick sequenceafl accurs in the central part of the deposit,dbrgovered

by Quaternary and Recent alluvium. The coal setpi@ontains many rock partings and interburden of
varying thicknesses and it is a multi-seam depdBite groupings of coal beds often occur closettage so
within this report each discrete group will be rede to as a “seam” that is part of a depositiamat that
theoretically coalesces at a central depocenter.

The 2010 exploration program has led to a re-imé&gpion of the stratigraphy at the Soumber Fietoere six
major seams have been identified which have bddrirgp plies based on stone partings within tbarss.

Exploration at the Biluut Field is not as advanesdat the Soumber Field. Three seams have besmtifitd
at the Biluut Field, which have again here furthglp-divided into plies based on stone partings.

Structural Geology

The geologic framework of the Soumber Deposit apptabe of high structural complexity. The geawyef
the strata penetrated by the drill holes withindlkgosit is interpreted to be a shallow structhesin, created
by post-depositional compression. The basin stracappears to continue through the adjacent &oetie
east. Between the Central Soumber and East Sowmné&s, there is a barren area where coal depositio
not occur. The most prominent structure relatmthe Soumber and Biluut coal deposits is the ateueast-
west-trending, moderately dipping Nariin Sukhaitlfawhich occurs to the north of the coal depo3ihe coal
bearing section structure trends from west to aadtis found primarily as a south dipping homocgliwéh
dips generally ranging from 15 to 30 degrees.

Exploration

The first exploration of the deposit occurred irD2Qnder supervision of Norwest. Excavations,udirig
trenches and exploratory drilling in 2005 indicated potential for thick coal deposits in the anéthe MEL
9443X. Exploration campaigns on Soumber continned006 that carried over to 2007 through 2009 and
2010, eventually drilling a total of 254 exploratiarill holes and 44,445 m drilled. The Biluut fel
exploration campaigns in 2005, 2008 and 2010 reduh drilling a total of 96 exploration drill haeand
20,507 m drilled.

Exploration geology fieldwork, including reconnaisse mapping, trenching, geologist descriptiordritifng
returns, geotechnical data, field logs, and dawluevelopment, was contracted primarily by Sappéiré
supervised by TAG in 2009 and by McElroy Bryan ®i1@. Norwest provided assistance in the review of
field activities and interpretation of results i60® and 2006. Drilling was performed by a nurmifedrilling
contractors, Erd Geo Inc., Tanan Impex and Majdlliby Mongolia Co. Ltd. Drill hole survey and gace
topography were conducted by Mongolian contractggadd Co. Ltd.

Drill hole core and cutting descriptions, geophgkiogs, and coal analyses data from the surfaseurees
exploration programs have been used to characténieepret, and project the stratigraphy and stmecof the
potential resource area.
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Drilling

Drilling to December 31, 2010 on the Soumber Fieldudes a total of 254 exploration holes completad
44,445 m drilled. Limited drilling took place ihé eastern and western part of the Soumber Figtilling to
December 31, 2010 on the Biluut field includestaltof 96 exploration holes completed and 20,50drifted.
All holes were drilled from surface to total dejtihd oriented vertically. Drilling contractors prded truck-
mounted drill rigs equipped for wireline coring ar&lerse circulation drilling. Core rigs were quped with
HQ size coring tools (approximately 63.5 mm) anderse circulation with larger (approximately 110 jnm
diameter coring tools. Drill depths were measurech ground surface and recorded based on theHeofgt
the drill string and coring tools at the start @&mdl of each core run.

All core logs were recorded by wellsite geologimtsl mostly done by Sapphire. These logs contdialdigic
descriptions, sample interval identification, amdecdepths. Geotechnical logging of core discaiities was
performed on all of the recent core holes that weerapleted during the 2008 and 2009 and througl2®®
exploration campaigns.

Geophysical logs were recorded by Monkarotaj Cal.,L&s geophysical company based in Ulaanbaatar.
Natural gamma and density (gamma gamma) logs waeened through the drill pipe for most holes. @pe
hole logs were then obtained consisting of gamreasitly, resistivity and caliper. The open holeslogried

in depth dependent upon hole conditions. All halese geophysically logged except where holes caved
preventing geophysical logging tools from procegdirrther.

Total drilling to date includes 350 boreholes fdotal of 64,952 m, as summarized in the tablewelo

Soumber and Biluut — Drilling Summary by Years

Soumber Biluut
Meters No. Holes Meters

Year No. Holes drilled drilled
2005 35 4,535 12 1,648
2006 27 3,596
2007 23 3,905
2008 98 20,607 17 4,901
2009 6 1,333
2010 65 10,469 67 13,958
Total 254 44,445 96 20,507

Mineralization

The coals of the Soumber Deposit are upper Permiage and are found in a similar geologic setéinghe
Upper Permian coals found at the Ovoot Tolgoi ardiih Sukhait mines and other coal occurrence$dn t
South Gobi. The coal rank ranges from Low to MedWolatile Bituminous by ASTM standard D388.
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Six distinct seams are recognized at Soumber angl een evaluated to include in the geologic moded
for coal resource estimation. The table below shthickness statistics for the full seam sequence.

Soumber Field Summary of Thickness

Seam Mean (m) Maximum (m)
5 3.04 68.12
4 1.81 36.36
3 1.96 60.43
2 4.43 40.63
1 0.68 21.33
0 0.41 24.86

At Biluut there are three major seams as reportetthé table below. The 3 Seam is not well develcgredi
only occurs sporadically.

Biluut Field Summary of Thickness

Seam Mean (m) Maximum (m)
3 0.24 9.34
23 1.26 19.36
22 5.41 25.00
21 1.77 8.16

Overburden and interburden lithotypes consistrid fo coarse grained sediments that are typicallyarately
hard to slightly soft. Thin zones containing pgréitnd siderite were noted in core logs as beiragively hard
compared to the majority of the non-coal rock types

Deposit Type

The “Deposit Type” of the Soumber Deposit, basedhenow cumulative stripping ratio and depth af troal
occurrence below ground surface within the MELaegidered to be a “Surface” deposit type.

Structural geology at Soumber shows evidence dirfgland faulting with some steeply inclined limbBhe

deposit has been subjected to relatively high eweéldeformation and seam thickness has been stilaiia
modified from their pre-deformation thickness. Ti&eology Type” of deposit is classified as “Comyile
based on the criteria that are described in GS@rag§21.

A summary of the coal quality on a seam by searis basSoumber and for Biluut is provided in thbles
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below. Based on these analytical results and ablailcomposite coal quality data, the coal ranktfer
Soumber and Biluut fields range between low to mmedvolatile bituminous coal, defined by ASTM Startta
D388. Volatile matter (on a dry ash free basis)tfe Biluut seams is more variable than for Soumbe
however this may be due to insufficient samplese &verage calorific values for individual seamsgea
between 5,000 to 7,800 kcal/kg.

Soumber — Summary of Drill hole Quality Data

T_otal Inh_erent Ash Volatile Total Calorific Relative
Seam M(c);lsture Mg)lsture % ad I\(/)Iatter S(l)JIphur Value FSI Density
b ar % ad % ad % ad kcal/kg ad
5 10.2 0.6 32.6 16.4 0.42 5368 1.5 1.67
4 9.5 0.6 26.4 17.3 0.72 5956 2.8 1.58
3 6.6 0.6 24.4 16.1 0.63 6150 4.2 1.56
2 6.2 0.6 24.6 18.2 1.05 6306 4.7 1.54
1 5.3 0.9 23.0 21.7 1.16 6498 6.4 1.47
0 4.5 0.3 10.7 24.5 1.08 7789 9.0 1.40
Biluut — Summary of Drill hole Quality Data
Seam Mggiilre Il\;llcr)]iii?é (2 Sar:j \KAO;?tgf szﬁ)tﬁ:;r C\E}ISIEZC FSI %(er?givts
% ar % ad % ad % ad kcal/kg ad
3 12.5 0.4 21.4 23.7 0.44 6521 4.6 1.49
23 125 0.4 16.9 285 0.48 7102 6.7 1.40
22 6.9 0.6 23.4 20.8 0.70 6371 3.5 1.52
21 4.2 0.7 20.8 11.4 0.38 6416 0.0 1.57

Sample Preparation, Analysis and Security

Approximately 20% of exploration drill holes havedn completed with triple-tube coring equipment tha
allows coal sampling for laboratory analysis. Thesre holes are distributed approximately 100 &6 m
apart and cover a 2 Krarea.

The procedures described below apply to holes isdite preparation of the Soumber Deposit coalityual
model.

Core from the drill hole was logged (i.e., measusaed described) by a geologist using standard gawlb
terms to document various attributes. The gedisgisre log consists of the measured depths ascrig¢ion
of the coal, inter-seam partings, adjacent roofferat rock, and details of any sample intervalmosed for
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analysis. Core handling was performed promptly fatidws a distinct sequence of activities as fatbo the
core is pumped out of the core barrel, excess mugashed off and the core fitted back togethepverd
length is measured and depths are marked, cor@plaoe taken on 0.5 m intervals, lithologic loggiag
completed, and other parameters for sample ideatifin and processing as described below.

Core recovery in the coal quality holes was 75%raljeand is considered to be reasonable. The uneds
length of recovered coal core was compared to ¢oplyysical logs, and sample depths adjusted ifssace
All samples used in the geologic model were rededdb the geophysical log intercept depths.

Incremental samples were identified by Sapphiretas comparison of field geologic and geophydings.
Physical composite samples were identified follgwthe receipt of the initial analytical results rfrathe
increment samples.

All core samples subject to laboratory analysesddrsufficient quality and documentation to suppibr
conclusions of this report. Geophysical logs hasen used to confirm the thickness of coal bearinmgs.

Recovered core was measured to determine an ovebery (reported in percent) by comparing the
recovered core length with the core run length neet by the driller. Recovered core was also coethto
the coal interval thickness determined from thephesical log suite for validation.

Recovered coal intervals were sampled using theviolg criteria: (i) coal samples were broken oaséd on
lithologic changes; (ii) in zones of uniform cogdpearance, HQ samples were bagged approximatety eve
0.60 m as per the capacity of the core boxes;iiifeam partings, to a maximum cumulative thicknes0.3

m, were included in a coal sample, where the tldskrof the adjacent coal beds above and beloweatttiegp
were both a minimum of twice the parting thickneasd (iv) a parting was sampled separately if is wa
between 0.3 m thick and 0.5 m thick.

Collected samples were cleaned of mud contaminati@hplaced in individual 6 mm plastic core sleexed
sealed air-tight to prevent loss of moisture anitiles. The bags were labelled on the outsidé ttie core
hole, sample number, and depth interval. Samptee wlaced in sequence into waxed-cardboard cotesbo
Boxes were sealed with tape and shipped to the G@8p analytical prep laboratory in Ulaanbaatat. th
prep lab, the samples were weighed, dried, crush@d, and repackaged for shipment to the SGS Group
analytical laboratory in Tianjin, China.

Laboratory instructions and the shipment manifestse forwarded to the SGS Group laboratories. All
records were compared with contents upon arrivahatanalytical laboratory. All samples shippedte
laboratories were accounted for and underwentpbeified analysis regimen.

Analytical work was performed by SGS Laboratories. in Tianjin, China. The Tianjin laboratory cemtly
holds 1SO-17025 certification, accredited by the AGN The laboratory is certified to ASTM and I1SO
standards. Sample handling and quality controlsunes used practices that are considered to bdasthto
the international coal industry. Coal sampling awhlyses were performed to a level adequate for th
conclusions reached in the technical report.

As with other coal work, no special security armmgnts were made for the shipping and storagengples.
Additional security methods are not commonly empthyas coal is a relatively low-value bulk commgpdit
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In MMC'’s opinion, simple preparation and analysiaswoerformed adequately and securely so as todaovi
unbiased and accurate results.

All geologic, geophysical, and sampling data watead and maintained on a site in an electronialzete
maintained by Norwest and/or Sapphire in early @gilon programs. All mapping was entered and
maintained in electronic format on a CAD-basedayst Data entry of all geologic data was managed by
Norwest at the project site. All electronic dataswWorwarded on a routine basis to Norwest's offic&alt
Lake City. Results from coal quality testing weadtled into the database in the Salt Lake officeamF2006
onwards similar procedures were in place with datainely sent through to TAG's office in Lakewood
Colorado. During the 2010 field season, data wasaged at site by McEIroy Bryan personnel.

Data Verification

Several levels of data verification were appliedhe field and laboratory data under the supemigibthe
qualified person. Typical verification included:

» Direct comparison of geologist core log intervalfwdown-hole geophysical logs.
» Reconciliation of coal sample intervals and recederoal core to down-hole geophysical logs.
» Comparison of laboratory coal quality results vgdophysical and geologists core logs.

Coal quality data was subjected to a series ofstitatl analysis to identify any errata in reportedues. The
electronic geologic database was subjected to i@ssef checks designed to locate data entry emors
inconsistencies.

MMC was not in a position to verify the data usedhie resources estimated since this informatios stered
in individual databases maintained by previous oliasts and at present does not reside with SGQis T
approach of relying on third party consultants taimtain and verify SGQ’s database has inherent risk
terms of data provenance and integrity. In eadh@fndividual technical reports produced on thgqzt the
data has been independently verified and signeduiffthis verified data has not been incorporated &
central SGQ database that can then be cross chaglst original records. It is intended thathe future
SGQ will maintain its own database incorporatinaf tihata stored with previous consultants, togethir soft
copies of original logs and a record of all coalgy information.

However the QP has audited a subset of the datann®d field lithology logs and geophysical loggeve
provided to MMC. A representative number were &bdcagainst the seam picks used to generate the
geological model. Drill hole collars were also qared to elevations in the DTM, and a number df bole
locations were checked in the field. No materrabes were encountered.

Mineral Resource Estimate
In accordance with NI 43-101, MMC has used the CDé&finition Standards on Mineral Resources and
Reserves,” and referenced GSC Paper 88-21 duriagcldssification, estimation and reporting of coal

resources for the Soumber Deposit.

The term “resource” is utilized to quantify coalntained in seams occurring within specified limits
thickness and depth from surface. The resourimatibns contained within are on a raw, in-placsifd.e.
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as an in-situ tonnage and not adjusted for mingsgds or recovery. However, minimum mineable seam
thickness and maximum removable parting thicknesscansidered; coal intervals not meeting thederai
are not included in the resources.

The category to which a resource is assigned depamthe level of confidence in the geological infation
available. GSC Paper 88-21 provides guidance dtegorizing various types of coal deposits by el
assurance. These were considered by the QuaRedon during the classification of the resourcébe
Report has sufficient geologic data to support ladwestimate of mineral resources using criteridlioed in
the “CIM Definition Standards on Mineral Resoureesl Reserves” and referenced GSC Paper 88-21.

The resource boundaries have been defined bastd aaview of each individual seam. The distribotof
resources categories for the Soumber Deposiuistidted in the table below.

Criteria Used to Define Assurance of Existence

Assurance of Existence Category
Criteria
Measured Indicated Inferred
Cross-section spacing (m) 150 300 600
Minimum # data points per section 3 3 3
Mean data point spacing (m) 100 200 400
Maximum data point spacing (m) 200 400 800

Coal resources at the Soumber Deposit are defirethé categories of measured, indicated and eders
summarized in the tables below. The resource aitmis current as of January 2011.

Soumber In-Place Mineral Resources Summary as of daary 25, 2011

Measured Indicated Inferred
Resource Area ASTM Coal Rank (million tonnes) (million (million tonnes)
tonnes)
Soumber Field tf’w'med'”,[" volatile 36.8 24.6 13.6
ituminous
Biluut Eield pr-medluin volatile i i 52.2
bituminous
Total 61.4 65.8

*low-medium volatile bituminous coal based on ASI888 standards

The geologic model was developed using industrgpied gridded seam modeling conventions using

Minex™ software. Bulk density values derived froine incremental samples from drill hole core sample

were incorporated into the geologic model and sylsetly used to estimate coal resource tonnagesesZof
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core loss within coal seams were assigned an awetagsity as per the judgment of the geologisends in
density values were interpolated and extrapolatzdsa the areal extent of the property via the hingle
process.

Seam thicknesses of less than 0.3 m and partingseatter than 0.3 nwvere excluded from the resource
calculations. The resources for the “Surface” d@pype are limited to 250 m depth from surfacelepth
viewed as the maximum depth from which coal caetieacted using surface mining methods. Baseden t
72 core holes at Soumber and 21 cored holes attBitwal quality model was developed using Minex™
software.

Exploration and Development

Potential Coal Tonnage
“Potential coal tonnage” has been estimated wheltehdle coverage is insufficient for resourcesd#ication
under the NI 43-101 rules. The potential tonnages conceptual in nature. There has been insufficie
exploration to define the Potential Coal Tonnage a®al resource, and it is uncertain if furtheplesation
will result in the target being delineated as d cesource.

Soumber Field “Potential Coal Tonnage”

Tonnage Estimate Range (Mt)
Seam Group
From To
5 18 25
4
3 3
Total 22 37
Biluut Field “Potential Coal Tonnage”
Tonnage Estimate Range (Mt)
Seam Group
From To
23 4 8
22 9 12
21 9 12
Total 22 32
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Development Plan

The Company plans to continue drilling down-dip ahong strike to continue to develop the Soumbelr an
Biluut Fields. The exploration program for 2011l\We targeted at in-fill drilling to increase caaénce in the
status of the resource estimates.

Development plans will also include establishirgjractured electronic directory filing system anckkational
database to consolidate the existing geologicalbdaste. Furthermore, the Company plans on congjrioin
characterize the quality of individual seams at Smmber Deposit and develop an understanding eof th
spatial variability of coal quality within individd seams.

Other Coal Assets
Tsagaan Tolgoi Deposit

The Tsagaan Tolgoi Deposit is located in southragriflongolia in the Umnugobi Aimag (South Gobi
Province), approximately 115 km west of Oyu Tolgod approximately 100 km north of the Chinese horde
SGQ controls four exploration licences that cover,280 ha of the resource area. SGQ received mgnin
licence for the Tsaagan Tolgoi Deposit in Augufd@@ith a total mining licence area of 105%m

Norwest completed a geological exploration progiduming the summer of 2004 and a second exploration
program during the summer of 2006. The exploratictivities delineated NI 43-101 compliant coal eses

as of December 31, 2007, including measured ressunf 23.4 million tonnes, indicated resources ®f 1
million tonnes and inferred resources of 9 milltonnes, as detailed in the Tsagaan Tolgoi TechRegbrt.
According to the Tsagaan Tolgoi Technical Repargl @t Tsagaan Tolgoi is found in a sedimentarynbafs
approximately 4 km by 20 km in size. The coal rémkigh volatile B and C bituminous. Eight coahes
with multiple subseams have been found. Appafeckness varies from 1.2 m to 24.7 m.

The nearest in-country rail line is the Trans-Mdigg®ailway that runs northwest to southeast antheots
Ulaanbaatar to Beijing. The nearest point on lthisto the Tsagaan Tolgoi Deposit is approximat€) km
to the east at the Chinese border. Currently neepdines have been established to service theriekic
requirements of a camp and mine. The lack of pdserot a particular concern, as this was alsoctse
originally at the Ovoot Tolgoi Complex and powersagenerated onsite with diesel generators. Likewis
while no infrastructure currently exists at the gaan Tolgoi Deposit, this was also initially theseaat the
Ovoot Tolgoi Complex. SGQ will necessarily considdrastructure costs in evaluating whether tozaube
the development of the Tsagaan Tolgoi Deposit. ®@gno current intention or timetable for develeptrof
Tsagaan Tolgoi, although the property remains asiefhat it may develop in the future.

Other Exploration Targets

SGQ currently holds a total of 14 exploration lices covering 538,093 ha in Umnugobi Aimag in Moigol
Mongolian regulations requires SGQ to spend betwg&$0.20 - US$1.50/ha annually in exploration
expenses to retain these exploration licences. cbeeto maintain the licences increases increrfigrgach
year from no cost in the first year to $1.50/hayéars seven through nine. A number of these exfior
licences are associated with the broader Ovootolf @gmplex and the Soumber Deposit, but SGQ corside
many of these to be prospective exploration pragewhich have yet to be fully explored.
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SGQ'’s exploration program in 2010 included drillilgenching and geological reconnaissance on a auofb
these licence areas which are identified as hagogd potential for coking and thermal coal deposits
including the following:

- Jaragalant Coalfield— This coalfield is not proximate to the Ovoot dal Mine although it has
characteristics similar to the Biluut Field of tReumber Deposit.

« M Coalfield— Core drilling and coal sampling is required bistcoalfield to better understand coal
quality. Coal seam thickness at M Coalfield vafiesn 2 m to 19 m.

Green Fields

« Zagsuuj Coalfield— This coalfield is located approximately 130 kaseof the Ovoot Tolgoi Mine.
Laboratory analysis done in 2009 indicates thatetielow and mid volatile metallurgical coking toa
at this coalfield. Coal seam thickness varies feom to 8 m.

+ SW Coalfield— This coalfield contains very high volatile coarying from 45-50% according to
laboratory analysis done in 2009. The true thickrafthe coal seam varies from 2 m to 8 m.

SGQ performed additional drilling and trenchingtbe other exploration properties in 2010 to ensS@E€)
meets the minimum expenditure requirements requayetie Minerals Law of Mongolia.

Sales and Marketing

Currently SGQ expects that all production from @ot Tolgoi Mine will continue to be marketed asald
into China. Since the commencement of sales m 2008 until Feb 19, 2011, SGQ sold approximately
2,852,952 tonnes of coal from the mine. This idelki SGQ’'s premium semi-soft coking coal and high
ash/sulphur coal production.

The western region of Inner Mongolia, Tangshan Anthtai of Hebei province has become SGQ’s key
targeting markets given a majority of large washamygl coking plants are located in those regiondl A
previous coal sales by SGQ were “mine-gate” sateshich customers took delivery and ownershiplaf t
coal at the Ovoot Tolgoi mine site and made thein arrangements to transport the coal to Chinalahuary
2011, SQG completed its first “direct delivery” taale from its Ovoot Tolgoi coal mine to an en@mum
China. Using a logistics service provider, SGQngported coal to a customs bonded yard at CekeyaChi
approximately 50 km south of SGQ’s Ovoot Tolgoi lcoane. Ceke is a major Chinese coal distribution
terminal with rail connections to key coal markgtChina. The end user then undertakes its owistiog
from there, with the coal destined for use in cokaking. This coal delivery is significant becalise
establishes that SGQ can offer customers coalarShina at the Ceke rail terminal as an alterndgtvaine-
gate collection. SGQ believes it is well positidrie transfer from selling through a trader to géiéct to end
users in order to gradually capture full value GiCscoal in the Chinese market.

In anticipation of production at the Ovoot Tolgoind, SGQ has signed seven sales contracts for 2Ukhé.
contracts are structured so that the tonnage tieldeered for up to a one year period is settlelienprice is

to be determined on a quarterly basis. The tabdsscommitment for 2011 as of February 21, 2011 is
approximately 8.8 million tonnes, consisting of 4rfilion tonnes of premium semi-soft coking coal5 1
million tonnes medium ash/sulphur coal and 2.7ianiltonnes high ash/sulphur coal. The customes bas
been enlarged from two customers to seven custoaseod February 21, 2011. As of the first quag@tl,
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the premium semi-soft coking coal contract price lmcreased from RMB 200 per tonne from late 2@08 t
RMB 400 per tonne; high ash/sulphur coal contraiciephas increased from RMB 135 per tonne to RMB 22
per tonne.

Of SGQ’s current customers, four have their ownhivags and/or coking facility and the other is invedvin
coal trading. Customers either use the coal dyrext a coking coal blend or sell it throughoutfefiént
regions of China. SGQ understands that the customil wet wash SGQ coal as a coking coal blend fo
coking plants.

SGQ intends to continue to develop markets fopismium quality coals and to pursue long-term syppl
contracts with large end users in China to seciafglesand long-term demand from China, as welbagain
best value of SGQ coal in the Chinese market.

Direct and Indirect Employees

As at December 31, 2010, SGQ had approximatelyebdgloyees working at various locations.

Social and Environmental Policies

Environmental Policy

SGQ has received the approval of its detailed EMl PP from the Mongolian Ministry of Nature and
Environment for the mining operation at its Ovoaigoi Mine. The measures it is taking or that ipests to
take in relation to the protection of the envirominat the Ovoot Tolgoi Mine include:

Constructing a large pond to contain all pit wat&tandards being used to construct the pond were
typical of international standards, with a clay en&l being layered and compacted for a berm and
pond base.

Storing topsoil that has been removed for finalamation. Acid/base analysis of rock has not been
completed; however, acid drainage is not anticghatee to the low sulphur content of the coals.
Should acid material exist, the plan would be toagate and encapsulate this material separately in
the waste dumps. There are no endangered plar®G@®’'s Ovoot Tolgoi Mine area. SGQ is
planning to purchase environmental monitoring eapgipt (dust gauges) to monitor dust generated by
the Sunset Pit mining operations.

Recycling waste. Recycling of waste oil is beingnpleted by a fuel contractor who uses a dead-head
haulage back to Ulaanbaatar. Other non-toxic weestgclables are given to a local village to add
income and provide work opportunities.

SGQ is committed to performing all of its miningdamxploration activities with full respect for the
environment and returning the environment to anaatate as required by the Mongolian governm&aQ
believes that conducting its activities in an eonmentally responsible manner is integral to goosiress
management. SGQ will continue to utilize apprderiaecognized management systems, including
documentation of all relevant environmental maftemnpliance auditing internally and by using ottteérd
parties to support the concept of continued impmuset.

All SGQ employees and contractors are encourageatdept, as their shared responsibility, that miziirng
environmental harm is a priority when performinieativities associated with SGQ.
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SGQ expects to fulfil its commitment to the enviment by:

« complying with all applicable legislation and regihns, and exceeding those requirements where
possible, with a view towards maintaining a healdrwironment;

» identifying, assessing and managing the environahetigks of its activities in all planning and
operational decisions;

» establishing and implementing management prografesant to its environmental risks to prevent,
reduce or mitigate impacts at all stages of exgitanaand mining;

» promoting the participation of its employees andtaxrtors in implementing this policy by identifgin
their competency requirements and providing tr@jrdppropriate to their responsibilities;

» regularly evaluating its performance through auaditbusiness processes and practices and monitoring
the surrounding environment in which it operatest a

» periodically reviewing its environmental managemsygatem and operational procedures to improve
efficiency, minimize waste and pollution and acki@ontinuous improvement.

Health and Safety Policy

SGQ believes that one of its most important agsets employees. Injuries to its employees andé&mnage to
its physical assets threaten SGQ's reputation mfinancial success. SGQ is therefore committedet@
incidents in all of its activities by demonstratiegdership in loss control.

SGQ will continue to utilize appropriate recognizednagement systems, including documentation of all
relevant loss control matters and compliance anglithternally and by using third parties, if ne@gs to
support the concept of continued improvement. SGID also continue to provide effective training and
appropriate and sufficient resources for peopledk safely and effectively.

SGQ insists that all employees and contractors mespt as their shared responsibility that zerontend
loss is a priority when performing all activitidsis essential that employees and contractorgbelthat loss
is preventable and each person needs to accepmngability for their own personal safety and théega of
others and to protect the integrity of SGQ’s phgkassets at all times.
SGQ endeavours:

» to plan for safe, efficient and productive work;

» to ensure that all employees and contractors amenasvare of their responsibilities towards loss
control;

» to assess and control the risk of loss as panafyedecision it makes;
» to comply with relevant legislation and internatdacontrol policies and procedures;

e to ensure that all its employees, contractors amadhagers will demonstrate and promote safety
leadership;

» to ensure that its employees and contractors wittiggpate in managing health and safety related
issues;
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’

e to ensure that final contractor selection will umbé an acceptable review of potential contractors
health and safety programs and a commitment toingeis loss control standards; and

» to ensure that all reported incidents will be inigeged with a view to preventing recurrence.
Community Relations

SGQ aspires to be a leader in community relatitveafing local citizens with dignity and respeatyeloping

good relationships and mutual trust with local goweents, as well as implementing environmentalgnidly

technology for coal exploration and mining — whlarsing the underlying business objective of baidi
value.

In its effort to recruit from the local area arouth@ Ovoot Tolgoi coal mine, SGQ opened an offitdhie
nearby town of Gurvantes in September 2007 andeamptovincial capital of Dalanzadgad in Septeml@€82
SGQ also employs full-time Community Relations €dfis to directly liaise with local village membecs
help build understanding of its projects.

SGQ has played a significant role in contributiaghte infrastructure in the South Gobi region. Mustable
was the paving of the runway at the Ovoot Tolgop@it, which has helped to enhance trade and edenom
activity in the local communities of the South Gobgion. Roads to both Gurvantes and the Shivagdfh
Ceke border checkpoint, also used by the local conityy have been improved and upgraded. SGQ has
improved living and working conditions for Mongatidorder officers by building two buildings at tBaivee
Khuren-Ceke border station. SGQ has also renovhedsurvantes secondary school dormitory to pevid
the students with a better learning and living emvinent. Among other contributions, SGQ has dahafte
million MNT to the Gobi Development Fund, computtyghe Gurvantes hospital and office furniturdotal
organizations.

Significant contributions in 2010:

» started construction of a new kindergarten for ¢bildren, to be completed prior to the 2011 school
year;

» donated three accommodation modules to house hab@4 people and an ablution block to the
Shivee Khuren border in order to accommodate lastgf sizes required for round the clock border
operations;

» contributioins to assist with the harsh winters;luding winter feed for herders, gers and winter
supplies, and diesel to run generators during ihéew and

» drilling of a new water well for Noyon Soum.
DESCRIPTION OF CAPITAL STRUCTURE
The authorized share capital of SGQ consists dfirdimited number of Common Shares without par value
and an unlimited number of Preferred Shares. Adaath 30, 2011 there were 183,726,811 Common Share

and no Preferred Shares issued and outstandirghtsRind restrictions in respect of the Common &hand
Preferred Shares are set out in SGQ'’s Articlesimttite BCBCA, and its regulations.
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Common Shares

The holders of Common Shares are entitled to one per Common Share at all meetings of Shareholders
except meetings at which only holders of anothercHigd class or series of shares of the Compary ar
entitled to vote separately as a class or seffesject to the prior rights of the holders of Pnefd Shares and
any other shares ranking senior to the Common Shtre holders of Common Shares are entitled teivec
dividends as and when declared by the Directors t@meceive a pro rata share of the remainingqntg@and
assets of the Company in the event of liquidatéissolution or winding up of the Company. The Caonm
Shares have no pre-emptive, redemption, purchaseowversion rights. Neither the BCBCA nor the
constating documents of the Company impose reasticbn the transfer of Common Shares on the exgigt

the Company, provided that the Company receivescéréficate representing the Common Shares to be
transferred together with a duly endorsed instrumétransfer and payment of any fees and taxestwimay

be prescribed by the Board from time to time. &heme no sinking fund provisions in relation to @@mmon
Shares and they are not liable to further call® @ssessment by the Company. The BCBCA proviteshe

rights and provisions attached to any class ofesharay not be modified, amended or varied unlesserded
to by special resolution passed by a majority dfless than two-thirds of the votes cast in pei@oby proxy
by holders of shares of that class.

Preferred Shares

The Preferred Shares rank senior to the CommoreShaarto the payment of dividends and the distabudf
property and assets on the liquidation, dissoluwiowinding up of the Company. Holders of Prefdr&hares
will not be entitled to any voting rights as a slaxcept as may be provided under the BCBCA ot t
those voting rights which attach to any seriesrefdred Shares as determined by the Directors fnoa to
time. The Preferred Shares are issuable in ommeove series, each consisting of such number oeResf
Shares as may be fixed by the Directors. The Bireanay from time to time by resolution passedizthe
issue of any Preferred Shares of any particulaesealter the constating documents of SGQ to deter the
designation of the Preferred Shares of that seigefix the number of Preferred Shares of thateseand to
create, define and attach special rights and céists to the Preferred Shares of that series.

MARKET FOR SECURITIES

The Common Shares of the Company are traded indaama the TSX under the symbol SGQ and in Hong
Kong on the SEHK under the stock code 1878. Thesimd price of the Common Shares on the TSX on
March 30, 2011 was Cdn$14.10 and on the SEHK wa$1HR.70.

The following sets forth the high and low markeites and the volume of the Common Shares tradetieon
TSX and SEHK during the periods indicated:
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TSX

(stated in Canadian dollars)

Period High Low Volume
January 2010 $20.39 $15.50 3,046,519
February 2010 $17.42 $15.01 2,384,143
March 2010 $17.39 $15.94 3,431,550
April 2010 $16.74 $13.03 2,390,405
May 2010 $13.95 $8.91 2,861,677
June 2010 $12.71 $11.05 664,850
July 2010 $13.77 $12.10 639,035
August 2010 $13.20 $10.56 973,061
September 2010 $11.03 $9.50 1,736,134
October 2010 $12.80 $9.65 2,419,932
November 2010 $12.17 $10.74 1,357,596
December 2010 $14.25 $11.82 4,159,523
SEHK
(stated in Hong Kong dollars)

Period High Low Volume
January 2010 $123.50 $105.60 4,775,911
February 2010 $127.70 $110.00 6,712,582
March 2010 $130.00 $117.40 2,954,850
April 2010 $126.50 $99.65 1,944,711
May 2010 $106.10 $75.00 2,856,618
June 2010 $97.00 $83.00 798,966
July 2010 $102.00 $90.00 410,761
August 2010 $101.30 $79.00 1,208,554
September 2010 $82.45 $74.00 1,933,000
October 2010 $104.30 $74.50 3,507,443
November 2010 $91.00 $81.30 975,180
December 2010 $105.00 $88.55 2,479,308

-64 —




DIRECTORS AND EXECUTIVE OFFICERS

Biographical Information

The name, province or state, and country of resielemd position with the Company of each Directut a
executive officer of the Company, and the principadiness or occupation in which each Directorxecative
officer has been engaged during the immediatelgaatiag five years is as follows:

Name and Municipality of Principal Occupation
Residence Position with Company During Past Five Years
PETER MEREDITH Chairman and Director Chairman of the Company (October 2009 —
B.C., Canada (Director since 2003, present); Deputy Chairman of Ivanhoe
Chairman since October Mines Ltd. (May 2006 — present); Chief
2009) Executive Officer of the Company (June

2007 — October 2009) Chief Financial
Officer of Ivanhoe Mines Ltd. (June 1999 —
November 2001 and May 2004 — May
2006); Chief Financial Officer, Ivanhoe
Capital Corporation (1996 — March 2009)

ALEXANDER MOLYNEUX Director, President and President of the Company (April 2009 -
Hong Kong Chief Executive Officer present); Chief Executive Officer of the
(Director since 2009) Company (October 2009 - present);

Managing Director, Head of Metals &
Mining Investment Banking, Citigroup
Global Markets Asia Ltd (June 2007 — April
2009); Executive Director, Investment
Banking, Metals and Mining, UBS AG
Australia Branch (July 2004 — June 2007)

PIERRE LEBEL Lead Director Chairman of the Board of Directors,

B.C., Canada (Lead Director since 2007)  Imperial Metals Corporation (2003 -
present)

ANDRE DEEPWELL Director Chief Financial Officer and Corporate

B.C., Canada (Director since 2003) Secretary, Imperial Metals Corporation and

predecessor (1992 — present)

JOHN MACKEN Director President of Ivanhoe Mines Ltd. (January
Massachusetts, U.S.A (Director since 2007) 2004 — present); Chairman of the Company
(June 2007 - October 2009); Chief

Executive Officer of Ivanhoe Mines Ltd.
(May 2006 — October 2009)
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Name and Municipality of
Residence

R. STUART (TOOKIE) ANGUS
B.C., Canada

HON. ROBERT HANSON
London, England

R. EDWARD FLOOD
Idaho, USA

W. GORDON LANCASTER
B.C., Canada

TERRY KREPIAKEVICH
B.C., Canada

CURTIS CHURCH
Mongolia

Position with Company

Director
(Director since 2007)

Director
(Director since 2007)

Director
(Director since 2003)

Director
(Director since May 2010)

Chief Financial Officer

Chief Operating Officer
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Principal Occupation
During Past Five Years

Independent Business Consultant (2006 —
present)

Chairman, Hanson Capital Investments
Limited (investment and finance company)
(February 1998 — present); Chairman, Strand
Hanson Ltd. (October 2009 - present);
Chairman, Hanson Family Group (formerly
Hanson Transport Group) (May 1990 -
present)

Chairman, President and CEO, Western
Uranium Corporation (December 2010 —
present); Chairman, Western Uranium
Corporation (March 2007 - present);
Managing Director, Investment Banking,
Haywood Securities (UK) Limited (March

2007 — March 2010); Deputy Chairman of
Ivanhoe Mines Ltd. (May 1999 — February
2007); Interim CEO and President of the
Company (March 2007 — June 2007)

Independent Business Consultant
(November 2009 - present); Chief Financial
Officer, lvanhoe Energy Inc. (January 2004
— November 2009)

Chief Financial Officer of the Company
(July 2006 - present); Chief Financial
Officer for Extreme CCTV Inc. (November
2000 — July 2006)

Chief Operating Officer of the Company

(March 2010 - present); Vice President,
Mining Operations for the Company

(August 2010 — March 2010); General

Manager of Ovoot Tolgoi coal operations for

the Company (July 2008 — August 2010);
Manager of Mining, SouthGobi Sands LLC

(January 2008 — July 2008); Superintendent
of Mobile Fleet Management for the Boroo

Gold Mine, Centerra Gold Corp. (August

2006 — January 2008)



Name and Municipality of
Residence

DAVE BARTEL
Mongolia

BEVERLY BARTLETT
B.C., Canada

TONY PEARSON
Hong Kong

Position with Company

Vice President, Mongolian

Operations

Vice President and
Corporate Secretary

Vice President, Corporate

Development
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Principal Occupation
During Past Five Years

Vice President, Mongolian Operations for

the Company (September 2009 — present);
General Manager of SouthGobi Sands LLC
(November 2007 - September 2009);
Manager of Engineering of SouthGobi

Sands (January 2007 — November 2007);
Independent Business Consultant (prior to
January 2007)

Vice President of the Company (May 2007 -
present); Vice President, lvanhoe Mines Ltd.
(May 2006 - present); Vice President,
Ivanhoe Energy Inc. (August 2006 -
present); Vice President, Jinshan Gold
Mines Ltd. (May 2007 - May 2008);
Corporate Secretary, Ivanhoe Mines Ltd.
(June 2001 - present); Corporate Secretary
of the Company (August 2003 - present);
Corporate Secretary, lvanhoe Energy Inc.
(May 2001 - present); Corporate Secretary,
Jinshan Gold Mines (May 2003 - May 2008)

Vice President, Corporate Development of
the Company (December 2010 — present);
Senior Manager, Australian Securities &
Investments Commission (April 2009 -
December 2010); Vice President, Citi
Investment Bank (August 2007 — January
2009); Associate Director, Westpac
Institutional Bank (February 2003 — July
2007)



Each Director's term of office expires at the nerhual general meeting of the Company.
Cease Trade Orders, Bankruptcies, Penalties or Sations

Other than disclosed below, to the knowledge ofGbhepany, no Director, executive officer or Shatdbpof
the Company holding a sufficient number of Commabar8s to materially affect control:

(@) is, as at the date of this Annual Information Foomhas been, within 10 years before the dateisf th
Annual Information Form, a Director or executivdicgr of any company (including the Company)
that, while that person was acting in that capacity

0] was the subject of a cease trade or similar ordanrder that denied the relevant company
access to any exemption under securities legislator a period of more than 30 consecutive
days; or

(i) was subject to an event that resulted, after thecttir or executive officer ceased to be a
director or executive officer, in the company betihg subject of a cease trade or similar order
or an order that denied the relevant company actesany exemption under securities
legislation, for a period of more than 30 conse®utlays; or

(iii) within a year of that person ceasing to act in tagacity, became bankrupt, made a proposal
under any legislation relating to bankruptcy orolesncy or was subject to or instituted any
proceedings, arrangement or compromise with cnedd@dohad a receiver, receiver manager or
trustee appointed to hold its assets; or

(b) has, within the 10 years before the date of thiauah Information Form, become bankrupt, made a
proposal under any legislation relating to bankeypmir insolvency, or become subject to or instdute
any proceedings, arrangement or compromise wittlitors, or had a receiver, receiver manager or
trustee appointed to hold the assets of the prajpdisector.

Mr. Lebel was a Director and Mr. Deepwell was amé&xive Officer of Imperial Metals Corporation (‘tDI
Imperial”) in 2002 when it implemented a Plan of@rgement under theompany ActBritish Columbia)
and under theCompanies’ Creditors Arrangement A@anada) which resulted in the separation of the
mining and oil and gas businesses carried on by I@foerial. The reorganization created two public
corporations that are listed for trading on the T8% new Imperial Metals Corporation and IEI Eryelrg.
(now NuVista Energy Ltd.) an oil and gas company.

Mr. Angus is a Director of Wildcat Silver Corporati (“Wildcat”). Wildcat requested and received oeti
from the British Columbia Securities Commissiontloé issuance of a management cease trade order (the
“MCTQ") on October 30, 2007 in connection with ta¢e filing of its annual audited consolidated fin&l
statements for the fiscal year ending June 30, 20@dcat’s failure to make the filing within theequired

time frame was due to the need to clarify poteritie¢ign tax obligations relating to an acquisitibmade.

The required filing was made on January 7, 2008th@dICTO was revoked on January 8, 2008.

Mr. Hanson was a Director and chairman of Westhdnisnational Tobacco (formerly McCroft Tobacco)
(“Westhouse”). On April 21, 2009 Westhouse was ipid voluntary administration and Mr. Hanson’s
contract with Westhouse was terminated on AprilZ09. The administration period still continues.

Mr. Deepwell is a Director of American Bullion Mirads Ltd. (“ABML”"). Since 2001 AMBL has been
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subject to a cease trade order issued by eacheoBthish Columbia, Alberta and Ontario securities
commissions as a result of ABML's failure to filadited financial statements. On September 14, 2081
common shares of ABML were delisted by the TSX agssult of ABML's failure to satisfy its minimum
listing requirements. At present, the common shaféABML are not listed or quoted on any stockrexage

or other market and the trading of such securitiggohibited by the cease trade orders.

Shareholdings of Directors and Senior

As at March 30, 2011, the Directors and executiffecars, as a group, beneficially owned, directly o
indirectly, or exercised control or direction ove6,576 Common Shares representing approximateBgo of
the outstanding Common Shares.

Committees of the Board

The committees of the Board consist of an Audit Guttee, a Nominating and Corporate Governance
Committee, a Compensation and Benefits Committeldealth, Safety and Environment Committee and a
Mergers and Acquisitions Committee which was caougd in November 2010.

The members of the Audit Committee are André Dedipiidnair), Pierre Lebel and Gordon Lancaster. Mr.
Lancaster was appointed to the committee on MayQ10 and Mr. Stuart Angus retired from membersiip
the committee on the same date.

The members of the Nominating and Corporate Govemaommittee are Robert Hanson (Chair), André
Deepwell, Pierre Lebel, Stuart Angus, Gordon Lateasnd Ed Flood. Mr. Lancaster was appointedéo t
committee on May 11, 2010 and Mr. Flood was appgoint the committee on August 5, 2010.

The members of the Compensation and Benefits Camarétre Stuart Angus (Chair), André Deepwell, Bierr
Lebel and Gordon Lancaster. Mr. Lancaster was iagmbto the committee on May 11, 2010 and Mr. Eloo
was appointed to the committee on May 11, 2010ras@jned on February 16, 2011. Mr. Hanson retired
from membership on the committee on May 11, 2010.

The members of the Health, Safety and Environmemin@ittee are Robert Hanson (Chair), Alexander
Molyneux and John Macken.

The Mergers and Acquisitions Committee was formedNovember 9, 2010. The members of this committee
are Pierre Lebel (Chair), Ed Flood and Stuart Angus

Conflicts of Interest

Certain Directors of the Company and its subsidgikre associated with other reporting issuersttwar o
corporations which may give rise to conflicts ofeirest. In accordance with the BCBCA, Directorsl an
officers of the Company are required to disclostheoCompany the nature and extent of any inténestthey
have in a material contract or material transactishether made or proposed, with the Company, &f th
Director or officer: (i) is a party to the contramt transaction, (ii) is a director or an officer, an individual
acting in a similar capacity, of a party to the tract or transaction, or (iii) has a material ietgrin a party to
the contract or transaction.
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The Company has adopted a Code of Business CorahttEthics and a Statement of Values and
Responsibilities applicable to all employees, ctiasts, officers and Directors regardless of tipaisition in

the organization, at all times and everywhere tbm@any does business. The Code of Business Coaddct
Ethics provides that the Company’s employees, dtards, officers and Directors will uphold its coritiment

to a culture of honesty, integrity and accountgbiind the Company requires the highest standafds o
professional and ethical conduct from its employeessultants, officers and Directors.

All of the Company’s Directors, management and aeamployees have completed or are in the prodess o
completing an online e-learning training coursativy toAnti-Corruption & the Foreign Corrupt Practices
Act It is anticipated that all of the Company’s eaygles will complete the FCPA Training Program.

Audit Committee Information
Audit Committee Charter

The charter of the Company’s Audit Committee isroepced in its entirety in Schedule “A” to this Aral
Information Form.

Composition of Audit Committee

The Company’s Audit Committee consists of André [veell, Pierre Lebel and Gordon Lancaster. The 8oar
has determined that each of Messrs. Deepwell, Lahdl Lancaster are “independent” Directors. Each
member of the Audit Committee is “financially lisge” within the meaning of Multilateral Instrumes2-110
Audit Committees

Relevant Education and Experience
André Deepwell

Mr. Deepwell is a Chartered Accountant. He has tieddpositions of Chief Financial Officer and Caique
Secretary for Imperial Metals Corporation since 2,98rior to which he was Controller for Imperiahsg
1984. Before joining Imperial he was a Senior Acttant with Deloitte & Touche.

Pierre Lebel

Mr. Lebel holds a Masters of Business Administratfioom McMaster University and a Bachelor of Laws
(LLB) from Western Ontario. He currently serves@sirman, Director and Audit Committee Member of
Imperial Metals Corporation; Chairman, Director aAddit Committee Member of Homeq Corporation;
Director and Audit Committee Chair of Zedi Inc. aisda Director and Audit Committee member of West
Kirkland Mining Inc.

W. Gordon Lancaster
Mr. Lancaster is a Chartered Accountant and hashaenty year career in public accounting withditet &
Touche with the last five years as a partner in finm’'s Vancouver office. He has held Chief Ficat

Officer positions in Ivanhoe Energy Inc. and Powerasurement Inc. He currently serves as a Direantdr
Audit Committee Chair of Ainsworth Lumber Co. Lathd Realm Energy International Corporation.
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Pre-Approval Policies and Procedures

All services to be performed by the Company's irdelent auditor must be approved in advance by thbtA
Committee or a designated member of the Audit Cdtemi(“Designated Member”). The Designated
Member is a member of the Audit Committee who hasnbgiven the authority to grant pre-approvals of
permitted audit and non-audit services.

The Audit Committee has considered whether theigimv of services other than audit services is catibfe
with maintaining the auditors’ independence and adspted a policy governing the provision of these
services. This policy requires the pre-approvatheyAudit Committee or the Designated Member oaalflit
and non-audit services provided by the externaitaydther than any de minimis non-audit serviakbswed

by applicable law or regulation. The decisiondhw& Designated Member to pre-approve permittedicesyv
need to be reported to the Audit Committee atdtmlarly scheduled meetings.

Pre-approval from the Audit Committee or Designdéamber can be sought for planned engagements based
on budgeted or committed fees. No further appravakquired to pay pre-approved fees. Additiona- pr
approval is required for any increase in scopa dinial fees.

Pursuant to these procedures, 100% of each ofdheéces provided by the Company’s external auditor
relating to the fees reported as audit, audit-eelatax and other fees were pre-approved by theitAud
Committee or the Designhated Member.

Audit Fees

Deloitte & Touche have served as the Company'staxgisince August 14, 2003. Fees billed by Dedofit

Touche during fiscal 2010 and fiscal 2009 were G745 and Cdn$1,125,050 respectively. The agtgeg
fees billed by Deloitte & Touche in fiscal 2010 distal 2009 are detailed below.

(Canadian $ in 000’s) 2010 2009

Audit Fee§’ $302 $235
Audit Related Fees - -

Tax Fee® $72 $26
All Other Fee®) $237 $864
TOTAL: $611 $1,125

(1) Fees for audit services billed relating to dis2010 and fiscal 2009 consisted of:
e audit of the Company’s annual financial statements;
* reviews of the Company’s quarterly financial statets; and

« comfort letters, consents, and other serviceseglttt Canadian securities regulatory authoritiesttens.
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(2) Fees for tax services provided during fiscal@@nd 2009 consisted of income tax compliancetaxglanning and
advice relating to transactions and proposed trdiogses of the Company and its subsidiaries.

(3) The Company incurred these fees in connectibim work conducted by Deloitte & Touche for the Guemy on its
application for listing on the SEHK, including tsdation costs, and work conducted for the CompanitGlobal
Offering.

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANS ACTIONS
Funding Agreements

On February 2, 2009, the Company closed its salth®fMetals Division to IVN for US$3 million. In
connection with the sale agreement, the Compargbkstted a credit facility with IVN which allowedhé
Company to obtain advances from IVN to a maximuny88$30 million. The credit facility was for oneare
with a one year discretionary extension. The ¢réatiility was unsecured and carried an interets od
LIBOR plus 7.5 basis points. In July 2009, IVN eepl to increase the credit facility to US$60 miilioln
October 2009, the Company repaid all amounts audstg on the credit facility from the proceedsiué CIC
Debenture Offering.

Corporate Administration Cost Sharing Arrangements

The Company is a party to a shareholders’ costrglpaagreement with certain other public and private
companies, including IVN (the “Other Companies”rguant to which the Company and the Other
Companies are equal shareholders in Global Minirgégement Corporation (“GMM”) and through GMM,
share office space, furnishings and equipment anthwinications facilities (on a cost recovery baaig] the
employment, on a part-time basis, of various adstiiafive, office and management personnel in Vanequ
British Columbia. The Other Companies are IVNirikioe Energy Inc., lvanhoe Capital Corporationninee
Nickel & Platinum Ltd., GoviEx Gold Inc., GoviEx dnium and I-Pulse Inc. Costs of the shared office
facilities and the shared part-time employees etevered from the Company proportionate to the pent

by the shared part-time employees on matters partpto the Company. Certain of the Directors affiters

of the Company are also Directors and officers MMG The Company’s Vice President and Corporate
Secretary, Controller, Assistant Corporate Seoretamd Director of Finance and Administration are
employees of GMM. During the year ended Decemler2810, the Company’s share of these costs was
US$499,289.

Services Agreement

The Company is a party to a services agreement 12€hS.net Pte. Ltd. (“I2MS”"), in relation to the
Company's global information technology infrasturet, support and information technology projed2MsS

is a wholly-owned subsidiary of IVN. Costs of teervices provided are recovered from the Company
proportionate to the time spent by the 12MS empdsyen matters pertaining to the Company. Duriegytar
ended December 31, 2010, the Company’s share sd ttwsts was US$1,134,991.

CIC Debenture Offering

For a description of the CIC Debenture Offeringagke see “Material Contracts — CIC Debenture Offgtin
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TRANSFER AGENTS AND REGISTRARS

The registrar and transfer agent for the CommornreShian Canada is CIBC Mellon Trust Company at its
principal offices in Vancouver and Toronto. Thegistrar and transfer agent for the Common Sharétoimgy
Kong is Computershare Hong Kong Investor Servidgested.

MATERIAL CONTRACTS

Material contracts under NI 51-102 are contradtseiothan contracts entered into in the ordinaryse of the
Company’s business that are material to the Compdinge following is a list of material contracts emer
into since January 1, 2010 and material contratesed into prior to January 1, 2010 that remaieffact:

1. Hong Kong Underwriting Agreement between the Compand Citigroup Global Markets Asia
Limited, Macquarie Capital Securities Limited, CL&Anited, ICBC International Securities Limited
and Platinum Securities Company Limited (collediiyehe “Hong Kong Underwriters”) dated
January 14, 2010. Under the terms of the Hong Kdnderwriting Agreement, the Hong Kong
Underwriters purchased 6,885,000 Common Sharespatea of HK$126.04 (Cdn$17.28) per share
from the Company for an aggregate purchase pricelk#$867,785,400 (Cdn$118,994,275). The
Hong Kong Underwriters were also granted a 15%-alletment option, although this option was not
exercised. The Hong Kong Underwriters received rasg commission of HK$30,372,489
(Cdn$4,164,800) representing 3.5% of the aggrefyateds of subscriptions received from the Hong
Kong public and a discretionary incentive fee of $2K169,464 (Cdn$297,485) for total underwriter
fees of HK$32,541,95@Cdn$4,462,285).

2. International Underwriting Agreement between thenpany and Citigroup Global Markets Limited,
Macquarie Capital Securities Limited, CLSA LimiteliBC International Securities Limited and
Platinum Securities Company Limited (collectivellge “International Underwriters”) dated January
21, 2010. Under the terms of the International émditing Agreement, the International
Underwriters purchased 17,415,000 Common Sharaspate of HK$126.04 (Cdn$17.28) per share
for an aggregate purchase price of HK$2,194,986,8600n$300,985,519). The International
Underwriters were also granted a 15% over-allotnogrion, although this option was not exercised.
The International Underwriters received a gross re@sion of HK$76,824,531 (Cdn$10,534,493)
representing 3.5% of the aggregate funds of syftgmms received from the international subscribers
and a discretionary incentive fee of HK$5,487,46€0r($752,464) for total underwriter fees of
HK$82,311,998 (Cdn$11,286,957).

3. Canadian Underwriting Agreement between the Compamy Citi Global Markets Canada Inc.,
Macquarie Capital Markets Canada Ltd., Genuity @hpMarkets and Salman Partners Inc.
(collectively, the “Canadian Underwriters”) datexhdary 21, 2010. Under the terms of the Canadian
Underwriting Agreement, the Canadian Underwritarschased 2,700,000 at a price of Cdn$17.00 per
share for an aggregate purchase price of Cdn$49@00 The Canadian Underwriters were also
granted a 15% over-allotment option, which wasiallytexercised with 228,100 units purchased at
Cdn$17.00 for gross proceeds of Cdn$3,877,700. Caeadian Underwriters received a gross
commission of Cdn$1,991,108 representing 4% oftdgregate funds of subscriptions received from
the Canadian subscribers to the Global Offeringanéscretionary incentive fee of Cdn$114,750 for
total underwriter fees of Cdn$2,105,858.

-73 -



CIC Debenture Offering

On November 19, 2009, the Company issued convertiebenture (the “Convertible Debenture”) to Land
Breeze Il S.a r.l. (“CIC Subco”), a wholly-ownedbsidiary of CIC (the “CIC Debenture Offering”). The
major terms of the Convertible Debenture are deedrin the chart below.

Transaction:

Maturity:

Interest:

Conversion Price;

CIC’s Conversion Right:

US$500 million principal amount of isendebentures convertible into
Common Shares (US$485 million net of advisory fees)

30 years.

The Convertible Debenture carries intes€8.0% per annum made up of:
0] a cash coupon of 6.4% per annum; and

(i) additional interest of 1.6% per annum payabl€ommon Shares to
be issued on each anniversary of the issue. Stadue whall be
calculated based on the 50 business day volumehtegicaverage
price (“VWAP") prior to each anniversary of theuss

Cdn$11.88 shall be consideredBhse Conversion Value” and ordinarily,
the conversion price will be set at the Base CaivarValue, subject to the
adjustments set out below.

At the time of conversion, the VWAP of the Commoha&s for the 50
business days prior to the conversion date will dsculated (the
“Conversion Date Value”).

In the event the Conversion Date Value is lowentttee Base Conversion
Value, then the conversion price will be the Cosiar Date Value.

The conversion price will be subject to a “FlooicEt of Cdn$8.88.
The conversion price, so determined, is referreaktthe “Conversion Price”
in this summary of key investment terms.

Convertible by CIC Subctiommon Shares at any time after 12 months
from closing at the Conversion Price.

There are no lock-up arrangements on Common Shares issued to CIC
Subco upon conversion. There are no early redemptibts granted to CIC
Subco.

SGQ’'s Early Conversion After the earlier of two years from closing or tirae of the Qualified Floe

Right:

(as defined below), SGQ will have the right to rieguconversion of up to
50% of the initial principal amount of US$500 nulli at the Conversion
Price.

The Company exercised this conversion right andManch 29, 2010, the
Company converted US$250 million of the debt in1g560,961 Common
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Shares at a price of US$11.64 per share.

SGQ’s Normal ConversionAfter 60 months from closing, if at any time the VAR of the Common

Right:

Qualified Float:

Ivanhoe Support:

Right to Nominate Director:

Voting Restriction:

Shares for 50 consecutive business days is 20%htpan the Floor Price,
SGQ will be entitled to require conversion of thatie Convertible
Debenture at the Conversion Price.

A transaction achieving the ligtiaf the Common Shares on the TSX or the
SEHK and that meets the following three criteribals be considered a
“Qualified Float™ (i) not less than 25% of the ugsl and outstanding
Common Shares (on a non-diluted basis, except dimu the initial
principal amount of the Convertible Debenture orasstonverted basis) are
held by persons who are not SGQ insiders (i.edarsholdings cannot
exceed 75%); (ii) the offering price of the Comn&imares issued to achieve
the public float is not less than the base conwearsialue unless CIC
consents; and (iii) the Common Shares are listetherHong Kong Stock
Exchange.

Ivanhoe will vote in favour of tkeuance of the Convertible Debenture, to
support any Shareholder vote required on conversiat for the nominee, if
any, of CIC Subco to the Board.

While the Convertibleli®nture is outstanding, or while CIC Subco has a
15% direct or indirect shareholding interest in S@&QC Subco has the

right, but not the obligation, to nominate one parto the Board. When CIC
Subco nominates a person, the Board is not obtigegpoint such nominee
as a Director. The election of a nominee to ther8ois subject to
Shareholders’ approval. Furthermore, the CIC Sud@smot require that its
nominee be employed by or participate as SGQ’sgikecor manager, and
the sole entitlement of the nominee is to act endhpacity of Director. The
nominee would be a non-independent non-executiveckir.

CIC or any transferee will be entitled to one vogeCommonShare held o

matters to be voted on by Shareholders. Howeveargiilversion results in
CIC Subco, or its affiliates, directly or indirectbwning more than 29.9% of
the fully diluted Common Shares outstanding, Cl®&uwill not vote any
Share in excess of 29.9%. This cap in CIC’s votights is a contractual
agreement between CIC and SGQ and will not extendhird party

transferees of all or a part of any Common Shasssed to CIC and
thereafter sold to a third party. The cap doesuthelshares held by CIC
affiliates, and shares beneficially owned by CIQ affiliate transferees are
part of the aggregate summation to determine th@%29Further, if CIC

transfers its interest, in the Convertible Debentwr the ancillary
agreements, the latter being the security holdagseement and the
registration rights agreement made in connectioth whe Convertible
Debenture financing, to an affiliate, the transfecé the interest would be
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bound by the contractual voting limitation.

Use of Proceeds: In addition to repaying the Ivanbeedit facility, the proceeds from the
Convertible Debenture are to be used mainly forcth@inuing development
and expansion at the Ovoot Tolgoi Mine, the devalept of the Soumber
Deposit, the development of infrastructure to supporrent and future coal
mining and related projects, and for exploratiotivities, as set out in the
agreement. The majority of the funds from the firiag are expected to be
used within the next three years.

Security: The Convertible Debenture is secured lfiysa charge over SGQ’s assets.
Standard loan restrictive covenants regarding nmgiradditional debt and
granting additional security to third parties (wikandard carve-outs and
grace periods for issues of this type) apply to S{BQ its direct and indirect
subsidiaries.

Pre-emptive Right: While the Convertible Debentigr@utstanding, or while CIC Subco has a
15% direct or indirect shareholding interest in SG4g CIC Subco has a
pre-emptive right on a pro rata basis to subscfilsteany new Common
Shares issued during the period which the Convertiebentures remain
outstanding. The pre-emptive right will not apptyiew Common Shares
issued pursuant to pro-rata public equity offeringgde to all Shareholders,
or the exercise of stock options and shares teaela 25% public float.

Right of First Offer: While the Convertible Deberdgus outstanding, or while CIC Subco has a
15% direct or indirect shareholding interest in S&IC Subco has a right
of first offer for any direct or indirect sale ofdnhoe’s stake in the
Company.

Liquidity Rights: CIC Subco has registration rightsr Common Shares received upon
conversion of the Convertible Debenture.

Regulatory Approval: The TSX-V granted final appmbvfor the issuance of the Convertible
Debenture on November 20, 2009.

Advisors: Citigroup Local Markets Asia Limited sedras the financial advisor to CIC
with respect to the Convertible Debenture. Maceudapital Securities
Limited served as the Company’s financial advisut rojects Investment
Group (H.K.) Limited provided the Company with ailmhal advisory
services.

In addition, on November 19, 2009, the Companyredténto a mutual co-operation agreement with CIC.
The agreement is on customary commercial termsigtens with industry practices. Under the termshef
agreement, CIC will provide advice and serviceght® Company on matters that include sales to China,
procurement and logistics, and will receive a awstty commercial payment for such services based on
product sales from Mongolia to China. If cumulatooal sales are less than 10 million tonnes damigitial
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five-year period (an average of two million tonrmes year), the Company would be obliged to pay &IC
compensatory payment, less any amount previousty pader the mutual co-operation agreement. This
amount would be payable at SGQ’s option in casBanmon Shares valued on the basis of a 50-day wlum
weighted average price.

INTERESTS OF EXPERTS

Deloitte & Touche is the independent auditor of @mmpany and they have advised they are indepemdent
respect to the Company within the meaning of thiefRaf Professional Conduct of the Institute of drad
Accountants of B.C.

Disclosure in this Annual Information Form of sdifin and technical information with respect to tBeoot
Tolgoi Mine and the Soumber Deposit is based onQkeot Tolgoi Technical Report and the Soumber
Technical Report. The Ovoot Tolgoi Technical Regortl the Soumber Technical Report were prepared by
MMC.

Disclosure in this Annual Information Form relatitm the energy sector in China is based on a rdport
Fenwei which was commissioned by the Company.

To the knowledge of the Company, neither MMC, Ditdok& Touche nor Fenwei nor any of their “desigudate
professionals”, as defined in NI 51-102, holds siéies of the Company representing in excess ofdf%he
outstanding securities of any class.

INSURANCE

SGQ currently holds their primary insurance pofcthrough Canadian insurance providers to inswe it
properties. SGQ has taken out insurance for riskkiding commercial general liability, umbrellaHitity,
aviation premises liability, and kidnap and rans@@®Q maintains mining property insurance for allitef
mining assets wherever located, property insuramceheir office premises and liability insurance fts
Directors and officers.

SGQ currently maintains, and intends to continum&intain, insurance within ranges of coverage isterst
with industry practice. SGQ will continue to revieamd assess its risk portfolio and make necesgaty a
appropriate adjustments to their insurance practice

ADDITIONAL INFORMATION

Additional information, including Directors’ andfafers’ remuneration and indebtedness, principadidrs of

the Company's securities and securities authoriaedssuance under equity compensation plans isagwed

in the management proxy circular for the annuakg#inmeeting of the Company to be held on May 01,12
which is available on SEDAR. Additional financiaformation is contained in the Company’'s compagati
financial statements and MD&A as at and for theryended December 31, 2010 and 2009. Copies of the
proxy circular, financial statements and MD&A anamitable on SEDAR, and may also be obtained upon
request from the Corporate Department at 654 -G&8tada Place, Vancouver, British Columbia, V6C 3EL.

Additional information relating to the Company mag/found on SEDAR at www.sedar.com

-77 —



SCHEDULE A

SOUTHGOBI RESOURCES LTD.
AUDIT COMMITTEE CHARTER

I. Purpose

The primary objective of the Audit Committee (th€dmmittee”) of SouthGobi Resources Ltd. (the
“Company”) is to act as a liaison between the B@ard the Company’s independent auditors (the “Awsi)
and to assist the Board in fulfilling its oversighsponsibilities with respect to (a) the finanaigtements and
other financial information provided by the Compatoyits shareholders, the public and others, (I8 th
Company’'s compliance with legal and regulatory meuents, (c¢) the qualification, independence and
performance of the Auditors and (d) the Compangls management and internal financial and accogntin
controls, and management information systems.

Although the Committee has the powers and respititieb set forth in this Charter, the role of tBemmittee
is oversight. The members of the Committee arduibtime employees of the Company and may or maty n
be accountants or auditors by profession or exjrettse fields of accounting or auditing and, iryavent, do
not serve in such capacity. Consequently, it isthetduty of the Committee to conduct audits odetermine
that the Company’s financial statements and discissare complete and accurate and are in acca ddtic
generally accepted accounting principles and agipléecrules and regulations. These are the resplitnesbof
management and the Auditors.

The responsibilities of a member of the Committeeim addition to such member’s duties as a merobtre
Board.

II. Organization

The Committee shall consist of three or more dinecbf the Company and shall satisfy the laws guwer
the Company and the independence, financial lijerexpertise and experience requirements undeicajni
securities law, stock exchange and any other remylaequirements applicable to the Company.

The members of the Committee and the Chair of thenr@ittee shall be appointed by the Board on the
recommendation of the Nominating & Governance Catte®i A majority of the members of the Committee
shall constitute a quorum. A majority of the mensbefrthe Committee shall be empowered to act oalbeh

the Committee. Matters decided by the Committedl $lea decided by majority votes. The chair of the
Committee shall have an ordinary vote.

Any member of the Committee may be removed or oelaat any time by the Board and shall cease ® be
member of the Committee as soon as such memberscenbe a director.

The Committee may form and delegate authority bxemmittees when appropriate.
lll. Meetings

The Committee shall meet as frequently as circumest require, but not less frequently than fouesirper
year. The Committee shall meet at least quarteitly management, the Company’s financial and acéogint
officer(s) and the Auditors in separate execute®ssns to discuss any matters that the Committeaah of
these groups believe should be discussed privately.

The Chair of the Committee shall be an independeair who is not Chair of the Board. In the abseufcine
appointed Chair of the Committee at any meeting,ntfembers shall elect a chair from those in attecelat
the meeting. The Chair, in consultation with thieeotmembers of the Committee, shall set the freqyuand
length of each meeting and the agenda of items tddressed at each upcoming meeting.



The Committee will appoint a Secretary who will geminutes of all meetings. The Secretary may be the
Company’s Corporate Secretary or another persondeles not need to be a member of the Committee Th
Secretary for the Committee can be changed by simgtice from the Chair.

The Chair shall ensure that the agenda for eacbnipg meeting of the Committee is circulated toheac
member of the Committee as well as the other direéh advance of the meeting.

The Committee may invite, from time to time, sudrgons as it may see fit to attend its meetingstaake
part in discussion and consideration of the affafrthe Committee. The Company’s accounting andrfaial
officer(s) and the Auditors shall attend any megtiten requested to do so by the Chair of the Cateeni

IV. Authority and Responsibilities

The Board, after consideration of the recommendatibthe Committee, shall nominate the Auditors for
appointment by the shareholders of the Companycoordance with applicable law. The Auditors report
directly to the Audit Committee. The Auditors aflémately accountable to the Committee and the B@ar
representatives of the shareholders.

The Committee shall have the following respondibii
(a) Auditors

1. Recommend to the Board the independent audddye nominated for appointment as Auditors of the
Company at the Company’'s annual meeting and theimeration to be paid to the Auditors for
services performed during the preceding year; ajgpadl auditing services to be provided by the
Auditors; be responsible for the oversight of therkvof the Auditors, including the resolution of
disagreements between management and the Auditgasding financial reporting; and recommend to
the Board and the shareholders the terminationhefappointment of the Auditors, if and when
advisable.

2. When there is to be a change of the Auditoriere all issues related to the change, including an
notices required under applicable securities laagksexchange or other regulatory requirements, and
the planned steps for an orderly transition.

3. Review the Auditor's audit plan and discuss #alitor’'s scope, staffing, materiality, and gerera
audit approach.

4, Review on an annual basis the performanceeohtiditors, including the lead audit partner.
5. Take reasonable steps to confirm the indepemdeithe Auditors, which include:

(a) Ensuring receipt from the Auditors of a formaitten statement in accordance with applicable
regulatory requirements delineating all relatiopshietween the Auditors and the Company;

(b) Considering and discussing with the Auditory disclosed relationships or services, including
non-audit services, that may impact the objectiaitgd independence of the Auditors;

(c) Approving in advance any non-audit related isexv provided by the Auditor to the Company, and
the fees for such services, with a view to ensondependence of the Auditor, and in accordance with
applicable regulatory standards, including applieattock exchange requirements with respect to
approval of non-audit related services performethieyAuditors; and



10.

(d) As necessary, taking or recommending that tbar@® take appropriate action to oversee the
independence of the Auditors.

Review and approve any disclosures requiretietancluded in periodic reports under applicable
securities law, stock exchange and other regulategquirements with respect to non-audit services
provided by the Auditors.

Confirm with the Auditors and receive writteanéirmation at least once per year (i) indicatihgtt
the Auditors are a member in good standing withGaeadian Public Accountability Board (CPAB)
and comparable bodies elsewhere to the extentreshand disclosing any sanctions or restrictions
imposed by the CPAB and such other comparable bpdia (ii) responding to any other reasonable
request of the Audit Committee for confirmationtastheir qualifications to act as the Company’s
Auditors.

Consider the tenure of the lead audit partmethe engagement in light of applicable securitéeg
stock exchange or applicable regulatory requirement

Review all reports required to be submittedtby Auditors to the Committee under applicable
securities laws, stock exchange or other regulaegyirements.

Receive all recommendations and explanatidrishithe Auditors place before the Committee.

(b) Financial Statements and Financial Information

11.

12.

13.

14.

15.

Review and discuss with management, the finhiand accounting officer(s) and the Auditors, the

Company's annual audited financial statements,uiting disclosures made in management’s

discussion and analysis, prior to filing or disttion of such statements and recommend to the Board
if appropriate, that the Company’s audited finahstatements be included in the Company’s annual
reports distributed and filed under applicable land regulatory requirements.

Review and discuss with management, the finhiand accounting officer(s) and the Auditors, the
Company's interim financial statements, includingmagement’s discussion and analysis, and the
Auditor’s review of interim financial statementsiqu to filing or distribution of such statements.

Review any earnings press releases of the @amynpefore the Company publicly discloses this
information.

Be satisfied that adequate procedures ardaire for the review of the Company’s disclosure of
financial information and extracted or derived frotime Company's financial statements and
periodically assess the adequacy of these procedure

Discuss with the Auditor the matters requitedbe discussed by applicable auditing standards
requirements relating to the conduct of the audilLiding:

(a) the adoption of, or changes to, the Comparnigisificant auditing and accounting principles and
practices;

(b) the management letter provided by the Auditat the Company’s response to that letter; and
(c) any difficulties encountered in the coursehs audit work, including any restrictions on thepse

of activities or access to requested informatianp&rsonnel and any significant disagreements with
management.



16.

17.

Discuss with management and the Auditors magares regarding accounting principles used in the
preparation of the Company's financial statememtsluding any significant changes in the
Company’s selection or application of accountinggiples. Review and discuss analyses prepared by
management and/or the Auditors setting forth sigaift financial reporting issues and judgments
made in connection with the preparation of therfoial statements, including analyses of the effects
of alternative approaches under generally accegatedunting principles.

Review any report under applicable securiti@g stock exchange or other regulatory requiresjent
including any reports required to be included atwbry filings, including in the Company’s annual
proxy statement.

(c) Ongoing Reviews and Discussions with Managemeahd Others

18.

19.

20.

21.

22.

23.

24.

25.

Obtain and review an annual report from mamesye relating to the accounting principles usethin
preparation of the Company’s financial statementduding those policies for which management is
required to exercise discretion or judgments rdggrthe implementation thereof.

Periodically review separately with each ofnagement, the financial and accounting officer(s] a
the Auditors; (a) any significant disagreement le&tw management and the Auditors in connection
with the preparation of the financial statemenit§,gny difficulties encountered during the courfe o
the audit, including any restrictions on the scopevork or access to required information and (c)
management’s response to each.

Periodically discuss with the Auditors, withananagement being present, (a) their judgmentatabo
the quality and appropriateness of the Companyt®uating principles and financial disclosure
practices as applied in its financial reporting émdthe completeness and accuracy of the Company's
financial statements.

Consider and approve, if appropriate, sigaiftcchanges to the Company's accounting princioies
financial disclosure practices as suggested byAtigitors or management and the resulting financial
statement impact. Review with the Auditors or mamagnt the extent to which any changes or
improvements in accounting or financial practicas, approved by the Committee, have been
implemented.

Review and discuss with management, the Argdigmd the Company's independent counsel, as
appropriate, any legal, regulatory or compliancdtena that could have a significant impact on the
Company's financial statements, including applieatthanges in accounting standards or rules, or
compliance with applicable laws and regulationguiries received from regulators or government
agencies and any pending material litigation.

Enquire of the Company’s financial and accimgnofficer(s) and the Auditors on any matters whic
should be brought to the attention of the Committeecerning accounting, financial and operating
practices and controls and accounting practicéseo€ompany.

Review the principal control risks to the Imesis of the Company, its subsidiaries and jointures;
and verify that effective control systems are imcel to manage and mitigate these risks.

Review and discuss with management any eairgss releases, including the use of “pro forara”
“adjusted” non-GAAP information, as well as anydiial information and earnings guidance
provided to analysts and rating agencies. Suchuslséons may be done generally (i.e. discussion of
the types of information to be disclosed and tipesyof presentations made).



26.

27.

Review and discuss with management any mébtefidbalance sheet transactions, arrangements,
obligations (including contingent obligations) arather relationships of the Company with
unconsolidated entities or other persons, that hease a material current or future effect on finahci
condition, changes in financial condition, reswfsoperations, liquidity, capital resources, cdpita
reserves or significant components of revenuexjpereses. Obtain explanations from management of
all significant variances between comparative repgiperiods.

Review and discuss with management the Cornpamjor risk exposures and the steps management
has taken to monitor, control and manage such expssincluding the Company’s risk assessment
and risk management guidelines and policies.

(d) Risk Management and Internal Controls

28.

29.

30.

31.

32.

33.

34.

Review, based upon the recommendation of tinditédrs and management, the scope and plan of the
work to be done by the Company’s financial and eantiag group and the responsibilities, budget and
staffing needs of such group.

Ensure that management has designed and impledc effective systems of risk management and
internal controls and, at least annually, review assess the effectiveness of such systems.

Approve and recommend to the Board for adapfiolicies and procedures on risk oversight and
management to establish an effective system fattifgang, assessing, monitoring and managing risk.

In consultation with the Auditors and manageinesview the adequacy of the Company’s internal
control structure and procedures designed to insumgpliance with laws and regulations, and discuss
the responsibilities, budget and staffing needh®fCompany’s financial and accounting group.

Establish procedures for (a) the receipt,nt&te and treatment of complaints received by the
Company regarding accounting, internal accountimgtrols or auditing matters and (b) the
confidential, anonymous submission by employees tlid Company of concerns regarding
guestionable accounting or auditing matters.

Review the internal control reports prepargdnanagement, including management’s assessment of
the effectiveness of the Company’s internal constalicture and procedures for financial reporting
and (ii) the Auditors’ attestation, and report,tba assessment made by management.

Review the appointment of the chief financificer and any key financial executives involvadie
financial reporting process and recommend to tha@any changes in such appointment.

(f) Other Responsibilities

35.

36.

37.

Create an agenda for the ensuing year andtmoaftimetable for the Audit Committee for the eing)
year.

Review and approve related-party transactibngquired under applicable securities law, stock
exchange or other regulatory requirements.

Review and approve (a) any change or waivéhénCompany's code of ethics applicable to senior
financial officers and (b) any disclosures madeeunabplicable securities law, stock exchange or
other regulatory requirements regarding such changeiver.



38. Establish, review and approve policies for ttieng of employees or former employees of the
Company's Auditors.

39. Review and reassess the duties and respdtiesibilet out in this Charter annually and recomuinten
the Nominating and Corporate Governance Committe¢ t the Board any changes deemed
appropriate by the Committee.

40. Review its own performance annually, seekimmyii from management and the Board.

41. Perform any other activities consistent witis tCharter, the Company's articles and by-laws and
governing law, as the Committee or the Board dasgusssary or appropriate.

V. Reporting

The Committee shall report regularly to the Boand ahall submit the minutes of all meetings of ghelit
Committee to the Board (which minutes shall ordigabe included in the papers for the next full lba
meeting after the relevant meeting of the Comniittdae Committee shall also report to the Boardten
proceedings and deliberations of the Committeaual $imes and in such manner as the Board mayreequi
The Committee shall review with the full Board aagues that have arisen with respect to qualiintegrity

of the Company’s financial statements, the Compmmaoympliance with legal or regulatory requiremettts,
performance or independence of the Auditors orprdormance of the Company’s financial and accognti

group.
VI. Resources and Access to Information

The Committee shall have the authority to retatfependent legal, accounting and other consultardasivise
the Committee.

The Committee has the authority to conduct anystigation appropriate to fulfilling its responsibéds. The
Committee has direct access to anyone in the argémn and may request any officer or employeehef t
Company or the Company’s outside counsel or theitérgdto attend a meeting of the Committee or t@ime
with any members of, or consultants to, the Conamittith or without the presence of managementhén t
performance of any of its duties and responsibgitthe Committee shall have access to any ataels and
records of the Company necessary for the execofittee Committee’s obligations.

The Committee shall consider the extent of fundiagessary for payment of compensation to the Arglftor

the purpose of rendering or issuing the annualtaagort and recommend such compensation to thed5oa
approval. The Audit Committee shall determine theding necessary for payment of compensation to any
independent legal, accounting and other consultataged to advise the Committee.



