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FORWARD-LOOKING INFORMATION

Certain statements made herein, other than statements of historical fact relating to China Gold

International, represent forward-looking information. In some cases, words or phrases such as "'may"",
IlllWiIIIlll, Illlexpectllll' Illlanticipatellll' Illlcontemplatesllll, ""aim""' Illlestimatellll, ""intend""' Illlplanllll'
""believe™, ""potential™”, "continue™, ""is/are likely to™, ""'should™, the negative of these terms and

other similar expressions are used to identify forward-looking information. This forward looking
information includes, among other things: China Gold International’s business strategies and capital
expenditure plans; estimates of future mine operating performance; the mine plans for the CSH Gold
Project and the Jiama Project; acquisition plans; the regulatory environment as well as the industry
outlook generally; general economic trends in China; and statements respecting anticipated business
activities, planned expenditures, corporate strategies, participation in projects and financing, and other
statements that are not historical facts.

By their nature, forward-looking information involves numerous assumptions, both general and specific,
which may cause the actual results, performance or achievements of China Gold International and/or its
subsidiaries to be materially different from any future results, performance or achievements expressed or
implied by the forward-looking information. Some of the key assumptions include, among others, the
absence of any material adverse change in its operations or in foreign exchange rates; the prevailing price
of gold, copper and other non-ferrous metal products; the absence of lower-than-anticipated mineral
recovery or other production problems; effective tax rates and other operating assumptions underlying
China Gold International’s financial performance as stated in the Technical Reports; China Gold
International’s ability to obtain regulatory approvals on a timely basis; continuing positive labour
relations; the absence of any material adverse effects as a result of political instability, terrorism, natural
disasters, litigation or arbitration and adverse changes in government regulation; the availability and
accessibility of financing to China Gold International; and the performance by counterparties of the terms
and conditions of all contracts to which China Gold International and its subsidiaries are a party. The
forward-looking information is also based on the assumption that none of the risk factors identified in this
AIF that could cause actual results to differ materially from the forward-looking information actually
occurs.

Forward-looking information contained herein is stated as of the date of this AlIF based on the opinions,
estimates and assumptions of management. There are a number of important risks, uncertainties and
other factors that could cause actual actions, events or results to different materially from those described
as forward-looking information. In particular, important factors that could cause actual results to differ
from this forward-looking information include those described under the heading ""Risk Factors™" in this
AIF. China Gold International disclaims any obligation to update any forward-looking information,
whether as a result of new information, estimates, opinions or assumptions, future events or results or
otherwise except to the extent required by law. There can be no assurance that forward-looking
information will prove to be accurate, as actual results and future events could differ materially from
those anticipated in such statements. The forward-looking information in this AIF is expressly qualified
by this cautionary statement. The reader is cautioned not to place undue reliance on forward-looking
information.
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PRELIMINARY NOTES

Date of Information

Unless otherwise indicated, all information contained in this Annual Information Form (""AIF"") is
current as of December 31, 2019.

Existing Documents Incorporated by Reference

Information has been incorporated by reference into this AIF from documents listed in the table below,
which have been filed with securities regulatory authorities in Canada. The documents incorporated by
reference are available for viewing on the SEDAR website at www.sedar.com. In addition, copies of the
documents may be obtained on request without charge from the Company at Suite 660, One Bentall
Centre, Box 27, 505 Burrard Street, Vancouver, BC, V7X 1M4, telephone: (604) 609-0598.

Documents listed in the table and information provided in those documents are incorporated by reference
except to the extent that their contents are modified or superseded by a statement in a subsequently filed
document.

Description of document Date of document Date of Filing

Audited financial statements for the years ended
December 31, 2018 and 2019, together with the
accompanying Auditor’s Report dated March 24, 2020.

Management’s Discussion and Analysis for the year
ended December 31, 2019.

Annual Report for the year ended December 31, 2019
Information Circular for 2019 Annual General Meeting May 22, 2019 May 22, 2019

Currency and Exchange Rates

In this AIF, unless otherwise specified, all references to ""dollars™" and to ""$"" are to United States
dollars, references to ""Cdn.$"" are to Canadian dollars and references to RMB are to the Chinese Yuan
Renminbi.

The Bank of Canada exchange rates for the purchase of one United States dollar using Canadian dollars
were as follows for the indicated periods:

Year Ended December 31

2019 2018" 20179
End of period® 1.2988 1.3630 1.2545
High for the period 1.3600 1.3642 1.3743
Low for the period 1.2988 1.2288 1.2128
Average for the period 1.3269 1.2957 1.2986

@ calculated based on the Bank of Canada daily exchange rate
@ calculated based on the Bank of Canada noon rate (Bank of Canada ceased publishing the noon rate as of March 1, 2017)

On March 27, 2020, the daily average rate for Canadian dollars in terms of the United States dollar, as quoted by the
Bank of Canada, was US$1.00 = C$1.4056.
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On March 27, 2020, the daily average rate for Canadian dollars in terms of one RMB, as quoted by the Bank of
Canada, was RMB1.00 = C$0.1981.

Defined Terms and Abbreviations

Throughout this AIF, there are terms that are defined in the document and used only in the relevant
section in which they are defined. There are also a number of defined terms and abbreviations that are
used consistently throughout the document as follows:

"BCBCA" means Business Corporations Act (British Columbia);

"Bonds" means the issuance of bonds by Skyland BVI on July 6, 2017 in an aggregate principal amount
of US$500 million;

"Brigade 217" means Brigade 217 of the Northwest Geological Bureau of China, China Gold
International’s CJV partner in the CSH Gold Project;

"CGDI" means Changchun Gold Design Institute;

"CGG Non-Compete" means an undertaking granted in 2010 by the Company to China National Gold in
which it undertakes not to compete with China National Gold and its Controlled Entities in respect of
gold and nonferrous mineral prospects in PRC;

"China", "PRC" or "State" means the People’s Republic of China;
"China Gold Finance™" means China National Gold Group Finance Co., Ltd.
"China Gold International™ or the "Company" means China Gold International Resources Corp. Ltd.;

"China Gold HK" means China National Gold Group Hong Kong Limited, a wholly owned subsidiary of
China National Gold,

"China National Gold" or "CNG" means China National Gold Group Co., Ltd. (formerly, China
National Gold Group Corporation);

"CIM" means the Canadian Institute of Mining, Metallurgy and Petroleum;

"CJV" means "Co-operative Joint Venture", a form of foreign investment enterprise established under the
laws of China;

"CNG Non-Compete" means the undertaking granted in 2010 by China National Gold in which China
National Gold agrees to not compete with the Company, nor allow its Controlled Entities to compete with
the Company in the International Mining Business;

"Common Shares" means common shares in the capital of China Gold International;

"Controlled Entities" means any entity in which China National Gold holds an interest as a controlling
shareholder, excluding as the context requires China Gold International and its subsidiaries;

"CSH Gold Project" means Chang Shan Hao gold project located in Inner Mongolia, China;

"CSH Technical Report" means the technical report regarding the CSH Gold Project entitled "Technical
Report Expansion Feasibility Study for the Chang Shan Hao (CSH) Gold Project Inner Mongolia,
People’s Republic of China" dated October 21, 2012;

"g/t" means grams per tonne;
"Group" means China International Gold and its subsidiaries;
"HKSE" means The Stock Exchange of Hong Kong Limited;

"Hong Kong Listing Rules" means the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited:;
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"Huatailong" means Tibet Huatailong Mining Development Co., Ltd., a limited liability company
incorporated in the PRC;

"IFRS" means International Financial Reporting Standards;
"IMPM" means Inner Mongolia Pacific Mining Co. Ltd.;

"International Mining Business" means gold or other non-ferrous mining operations or assets located
outside of China;

"Jiama Project" means the Jiama polymetallic mineral property located in Tibet, China;

"Jiama Technical Report" means the technical report regarding the Jiama Project entitled "Pre-
Feasibility Study Technical Report on the Jiama Copper-Polymetallic Project, Metrokongka County,
Tibet Autonomous Region, The People’s Republic of China dated January 2014;

"kg" means kilogram;

"km" means kilometres;

"km?" means square kilometres;
"kV" means kilovolt;

' means cubic metres;

"m
"m" means metres;

"mm" means millimetres;

"NI 43-101" means National Instrument 43-101 of the Canadian Securities Administrators;
"NI 52-110" means National Instrument 52-110 of the Canadian Securities Administrators;
"0z" means ounce;

"ROM" means run-of-mine;

"Skyland BVI" means Skyland Mining (BVI) Limited, a wholly-owned subsidiary of China Gold
International;

"State Council" means the chief administrative authority of the PRC;

"t" means tonnes;

"tpd" or "t/d" means tonnes per day;

"Technical Reports" means the CSH Technical Report and the Jiama Technical Report;
"Trust Deed" means the contract setting out terms and conditions of the issuance of the Bonds;
"TSX" means the Toronto Stock Exchange; and

"VAT" means value added tax.

CORPORATE STRUCTURE

Name and Incorporation

China Gold International was incorporated on May 31, 2000 pursuant to the Company Act (British
Columbia) under the name Pacific Minerals Inc. The Company changed its name to Jinshan Gold Mines
Inc. on March 9, 2004. In April 2004, the Company transitioned to the BCBCA. On July 9, 2010 the
Company changed its name to China Gold International Resources Corp. Ltd., and on October 14, 2010
the Company amended its Notice of Articles to remove its class of preferred shares.
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China Gold International’s corporate head office and registered and records office is located at Suite 660,
One Bentall Centre, 505 Burrard Street, Box 27, VVancouver, British Columbia, Canada, V7X 1M4.

Intercorporate Relationships

The corporate structure of China Gold International, its material subsidiaries, the percentage ownership
that China Gold International holds in such subsidiaries (if it is not wholly-owned) and the jurisdiction of
incorporation of such corporations is set out in the following chart:

China Gold International
Resources Corp. Ltd.
{British Columbia)

100% 1005, 1009
Pacific PGM Inc. . o L
(BVI) Skyland Mining Limited Skyland Mining {BV1)
' {Barbados) Limited
100% 100,
. Tibet JiakErtong Minin,
Pacific PGM {Barbados) [oet fiatriong wMining
Inc Development Co., Ltd.
' {China)
96.5% 1009,
Inner Mongolia Pacific Tibet Huatailong Mining
Mining Co. Ltd. Development Co. Ltd.
{China) {China)
51%

Jiama Industry and Trade
{China)
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GENERAL DEVELOPMENT OF THE BUSINESS
Overview

China Gold International is a gold and base metal mining company based in Vancouver, Canada. The
Company conducts business in one operating segment consisting of the acquisition, exploration and
production of mineral properties. China Gold International’s main properties are the CSH Gold Project,
which is located in Inner Mongolia, PRC and the Jiama Project, which is located in the Tibet Autonomous
Region of the PRC. China Gold International holds a 96.5% interest in the CSH Gold Mine, while its
Chinese joint venture partner holds the remaining 3.5% interest. The CSH Gold Project commenced
commercial production on July 1, 2008. The Company acquired 100% interest in the Jiama Project on
December 1, 2010. The Jiama Project hosts a large scale copper-gold polymetallic deposit consisting of
copper, gold, molybdenum, silver, lead and zinc, and commenced commercial production in September
2010. The Jiama Project recently completed several phases of expansion to increase its mining and
mineral processing capacity. The Jiama Project’s final planned expansion reached commercial
production effective July 1, 2018, ahead of schedule.

China National Gold, a Chinese state-owned enterprise, indirectly owns an approximate 39.3% interest in
China Gold International through its subsidiary, China Gold HK.

Three Year History

Over the three most recently completed financial years, the significant events described below contributed
to the development of our business.

2017

Effective March 31, 2017, Xiangdong Jiang resigned as Vice-President, Production due to personal
reasons and transitioned from an executive director role to a non-executive director role.

On May 26, 2017 Inner Mongolia Pacific and China National Gold entered into the Supplemental
Contract for Purchase and Sale of Doré (the "Supplemental Contract for Purchase and Sale of Doré") for
the sale and purchase of gold doré bars and silver by-products produced at the CSH Gold Mine, extending
the commencing on January 1, 2018 through December 31, 2020. The original Contract for Purchase and
Sale of Doré expired December 31, 2017. In addition, on May 26, 2017 the Company and China National
Gold entered into a Second Supplemental Product and Service Framework Agreement to extend the term
to December 31, 2020 and to extend the scope of the original Product and Service Framework Agreement
to include leasing services to be provided by Zhongxin International Financial Leasing (Shenzhen) Co.
Ltd., the shares of which are 80% owned by China National Gold (the "Second Supplemental Product and
Service Framework Agreement")

At the annual general and special meeting of shareholders held June 28, 2017, the Company’s
independent shareholders approved the Supplemental Contract for Purchase and Sale of Doré and the
Second Supplemental Product and Service Framework Agreement, each of which transaction was subject
to independent shareholder approval as a non-exempt continuing connected transaction under Chapter
14A of the Hong Kong Listing Rules.

On July 6, 2017, the Company, through Skyland BVI, and with the assistance of China International
Capital Corporation Hong Kong Securities Limited, Citigroup Global Markets Limited, CCB
International Capital Limited, Industrial Bank Co., Ltd. Hong Kong Branch and Standard Chartered
Bank, completed the issuance of bonds in an aggregate principal amount of US$500 million. The Bonds
were issued at a price of 99.663%, bearing interest at a rate of 3.25% with a maturity date of July 6, 2020
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and were rated BBB- by Standard & Poor’s. The Bonds are unconditionally and irrevocably guaranteed
by the Company. The net proceeds of the bond offering will be used for repaying existing indebtedness,
working capital and general corporate purposes of the Company.

In the second half of 2017, there were a series of wall failures on one side of the pit at the CSH Gold
Project leading to short term interruptions of mining activities. 2017 production was not significantly
impacted. The Company is conducting studies to develop remediation plans to address the slope stability
issues and to assess the impact on the long term mine plan.

In September 2017, the Company announced that on August 31, 2017 Standard & Poor’s upgraded its
rating outlook on the Company to stable from negative and reaffirmed the Company’s BBB- long-term
corporate credit rating. S&P further affirmed its BBB- long term issue rating on the notes issued by the
Company through its wholly-owned subsidiary, Skyland Mining (BVI) Limited. S&P noted that the
Company has a strong, long-term commitment of support from its senior management team, good organic
growth prospects, and continues to view the Company as highly strategically important to its controlling
shareholder, China National Gold, as China National Gold’s only overseas operation and financing
platform.

On December 18, 2017, the Company and China Gold Finance entered into a deposit services agreement
(the "Deposit Services Agreement™) pursuant to which the Company and its subsidiaries may, from time
to time, make withdrawals and deposits with China Gold Finance up to a daily maximum deposit balance
(including interest) not exceeding RMB 100,000,000. Deposit interest rates payable by China Gold
Finance for any deposits shall be, at a minimum, 20% higher than the benchmark interest rate published
by The People's Bank of China for the same period and for the same type of deposit.

In addition, on December 18, 2017, the Company and China Gold Finance entered into a loan agreement
(the "Loan Agreement™) pursuant to which China Gold Finance agreed to provide an unsecured loan in
the aggregate amount of RMB 350,000,000 to satisfy the financial needs of the Group within the PRC.
Loan interest payable to China Gold Finance is based on the RMB benchmark rate for a one year loan
published by The People’s Bank of China ("PBOC") (4.35%) with a 5% discount.

China Gold Finance is licensed by the China Banking Regulatory Commission. China National Gold
Group Co., Ltd. (formerly: China National Gold Group Corporation), the controlling shareholder of the
Company, holds a 51% interest in China Gold Finance and therefore, both the Deposit Services
Agreement and the Loan Agreement (together, the "Transactions™) constitute a "related party transaction"
as defined in Multilateral Instrument 61-101 — Protection of Minority Security Holders in Special
Transactions ("MI 61-101"). For the purposes of MI 61-101, the Transactions are exempt from (i)
minority approval requirements in accordance with section 5.7(a) by virtue of the fact that the value of the
loan and the deposit, in each case, is less than 25% of the Company's market capitalization and (ii) the
formal valuation requirement because each of the loan and the deposit is a credit facility.

On December 31, 2017, the Company reached commercial production at Jiama Project’s Phase 11, Series |
expansion (“"Series I") increasing the ore processing capacity at the Jiama Project from 6,000 tpd to
28,000 tpd. Series | contributed significantly to the Company successfully achieving guidance of 79
million pounds of copper production in 2017. Construction of the Jiama Project’s Phase 1, Series Il
("Series 11") was completed and development and production testing is currently underway. The
Company expects Series II, which will add an additional 22,000 tpd, to achieve commercial production by
mid- 2019.
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2018

In September 2018, the Company was selected as a constituent of the Hang Seng Family of Indexes. The
Hang Seng Stock Connect Hong Kong Index provides a benchmark for the performance of equities listed
in Hong Kong that are eligible for trading via the southbound trading link of the Stock Connect Scheme,
while the Hang Seng Stock Connect MidCap & SmallCap Index and the Hang Seng Stock Connect
SmallCap Index reflect the overall performance of the MidCap & Small Cap and the SmallCap segments
of the Hang Seng Stock Connect Hong Kong Index, respectively. The Hang Seng SCHK Mainland China
Companies Index offers investors references for the performance of Stock Connect eligible companies
with different geographical business focuses, while the Hang Seng SCHK ex-AH Companies Index
serves as a benchmark for the performance of Stock Connect eligible companies excluding those with
both A-shares and H-shares listings.

Effective July 31, 2018, the Company reached commercial production at Jiama Project’s Phase Il, Series
Il expansion increasing the ore processing capacity at the Jiama Project, ahead of schedule. The
Company expects to achieve full commercial production in mid- 2019.

On November 13, 2018, Mr. Bing Liu resigned as Chief Executive Officer and Executive Director, Mr.
Lianzhong Sun resigned as Non-Executive Director, Mr. Liangyou Jiang was appointed Chief Executive
Officer, Mr. Yongging Teng and Ms. Fuzhen Kang were appointed as Non-Executive Directors and Mr.
Zhongxin Guo was appointed Chief Engineer.

On December 18, 2018, the Company and China Gold Finance entered into a four (4) month term
extension supplemental loan agreement extending the original Loan Agreement entered into on December
18, 2017, all other terms and conditions of the original Loan Agreement remain the same.

Also on December 18, 2018, the Company and China Gold Finance entered into a one (1) year term
extension supplemental deposit services agreement extending the original Deposit Services Agreement
entered into on December 18, 2017, all other terms and conditions of the original Deposit Services
Agreement remain the same.

2019

Effective June 25, 2019, Mr. Xiangdong Jiang retired as an Executive Director of the Board. Each of Mr.
Yunfei Chen, Mr. Gregory Hall and Mr. John King Burns voluntarily did not stand for re-election as
independent directors of the board. Mr. Shiliang Guan was elected as an Executive Director. Mr. Wei
Shao, Dr. Bielin Shi and Ms. Ruxia Han were each elected as Independent Directors.

On July 29, 2019, the CSH mine provided an updated mine plan and life of mine production schedule due
to the short term interruptions of mining activities caused by a series of wall failures in the second half of
2017. Based on its studies, the Company has adopted an updated pit design and updated the life of mine
production schedule to seven years.

Effective November 14, 2019, Mr. Xin Song resigned as Chairman of the Board.

Also on December 18, 2019, the Company and China Gold Finance entered into a second one (1) year
term extension supplemental deposit services agreement extending the original Deposit Services
Agreement entered into on December 18, 2017 and initial supplemental deposit services agreement
entered into on December 18, 2018, all other terms and conditions of the original Deposit Services
Agreement remain the same.

Page | 9



Since December 31, 2019

The Board appointed Liangyou Jiang, currently the Chief Executive Officer of the Company and an
Executive Director, will be appointed as the Chairman with effect from 29 March 2020.

The Company is currently experiencing uncertainty related to the rapidly developing novel coronavirus
("COVID-19") situation. It is anticipated that the spread of COVID-19 and global measures to contain it,
will have an impact on the Company, however it is challenging to quantify the potential magnitude of
such impact at this time. The Company is regularly assessing the situation and remains in contact with its
customers and suppliers to assess any impacts and risks.

DESCRIPTION OF THE BUSINESS

Laws and Requlations Relating to Mining in China

The following represents a summary of relevant laws of the PRC that affect the business operations of
China Gold International. This summary represents a general discussion of relevant laws by the Company
and does not constitute legal advice. This information is current to the year ended December 31, 2019.

Mineral Resource Laws

Under the Mineral Resources Law of the PRC, all mineral resources of the PRC are owned by the State.
The Ministry of Land and Resources of the PRC is responsible for the supervision and administration of
the exploration and mining of mineral resources nationwide. The geology and mineral resources
departments of the Chinese Government in the respective provinces, autonomous regions and
municipalities are responsible for the supervision and administration of the exploration and mining of
mineral resources within their own jurisdictions. Enterprises engaged in the mining or exploration of
mineral resources must obtain mining permits and exploration permits, as the case may be, which are
transferable for consideration only in certain circumstances as provided under PRC laws and regulations,
subject to approval by relevant administrative authorities.

According to the Mineral Resources Law of the PRC, the Administrative Measures on Registration of
Tenement of Mineral Resources Exploration and Survey and the Administrative Measures on Registration
of Mineral Resources Exploitation, before exploration and mining activities relating to mineral resources
can commence, the project company must first obtain exploration permits and mining permits, which
generally entitle the project company to the exploration and mining rights attached to the relevant mineral
project. Furthermore, if the mining activities involve gold resources, a Gold Operating Permit issued by
the National Development and Reform Commission ("NDRC") must also be obtained.

Holders of exploration permits and of mining permits are subject to exploration right usage fees and
mining right usage fees, respectively. Mining right usage fees are payable on an annual basis. The annual
rate of mining right usage fee is RMB1,000 per km® of mining area. Exploration right usage fees are also
calculated according to the size of the exploration area and are payable on an annual basis. The annual
rate of exploration right usage fees for the first year to the third year of exploration is RMB100 per km? of
exploration area. From the fourth year of exploration onwards, the rate increases by RMB100 per km? of
exploration area per year and is subject to a maximum rate of RMB500 per km? per year. In addition,
holders of mining permits are subject to mineral resource compensation fees, which are to be calculated
as a certain percentage of the sales revenue of such holders. The mineral resources compensation fee shall
be paid for the first half of each year on or before July 31 of the year, and for the second half of the year
on or before January 31 of the following year.
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Rights and Obligations of Holders of Exploration Permits

The holder of an exploration permit has, among others, the following rights:

right to carry out exploration of the designated subject in the designated area and within the
prescribed time as recorded on the exploration permit;

right to set up apparatus for power supply, water supply and communication channels in the
exploration area and its adjacent areas, without prejudice to the original equipment for power
supply, water supply and communication channels;

access to the exploration area and its adjacent areas;

right to temporarily use the land legally in accordance with the needs of the exploration project;

priority in obtaining the mining right of mineral resources as specified on the exploration permit;

priority in obtaining the exploration right of other newly discovered minerals within the
designated exploration area;

upon fulfilment of the prescribed minimum expenditure requirements, right to transfer the
exploration right to a third party upon government approval; and

right to sell the mineral products extracted from the surface of the land in the exploration area,
except for those mineral products which are required by the State Council to be sold to designated
entities.

The holder of an exploration permit has, among others, the following obligations:

to commence and complete the exploration work within the term of the exploration permit;
to report commencement of the exploration to the exploration registration authorities;

to carry out the exploration work in accordance with the exploration plan and to ensure that there
is no occurrence of unauthorised mining activities in the designated area;

to carry out integrated exploration and assessment activities on the paragenetic and associated
mineral resources;

to submit an exploration report of the mineral resources to the relevant government authority for
approval,

to file with the exploration result of mineral resources for record as required;

to act in line with the laws and regulations relating to labour safety, land rehabilitation and
environment protection; and

to take steps to eliminate potential safety hazards upon the completion of the exploration work.

Rights and Obligations of Holders of Mining Permits

The holder of a mining permit has, among others, the following rights:
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» to engage in mining activities in the designated area and within the term prescribed under the
mining permit;

* to set up production facilities and amenities within the designated area;

» to sell the mineral products, except for those minerals which are required by the State Council to
be sold to designated entities; and

* toacquire the land use rights legally based on the requirement of its production and construction.
The holder of a mining permit has, among others, the following obligations:
e to carry out mining activities in the designated area and within the term of the mining permit;

* to effectively protect and reasonably extract the mineral resources and integrate the use of the
mineral resources;

» to pay resources tax and mineral resources compensation fees;

» to comply with laws and regulations relating to labour safety, soil and land conservation, land
rehabilitation and environment protection; and

e to be supervised by the geology and mineral resources management departments and relevant
authority and submit a report on the utilisation of mineral resources to the relevant government
authority.

Laws and Regulations Relating to the Administration of Gold

Under the Administrative Regulations on Gold and Silver of the PRC ("Administrative Regulations "),
the State shall pursue a policy of unified control over, and monopoly purchase and distribution of gold
and silver, and the PBOC shall be the State organ responsible for the control of gold and silver. Purchase
and sale of gold and silver were subject to the regulation of the PBOC. All gold and silver mined and
refined by mining enterprises, rural communes, the armed forces and individuals engaged in the
production of gold and silver (including those with ore exploration, mining, smelting and refining as their
supplementary business), were required to be sold to the PBOC, and were not permitted to be retained for
sale, exchange or use. Entities requiring gold and silver for use were required to submit a proposal to the
PBOC on the use of gold and silver, which the PBOC would then examine and possibly approve.

On October 30, 2002, the Shanghai Gold Exchange commenced operation under the supervision of the
State Council. Thereafter, the PBOC ceased its gold allocation and gold purchase operations. All PRC
gold producers are now required to sell their standard gold bullion through the Shanghai Gold Exchange,
and prices of gold on the Shanghai Gold Exchange are determined by market demand and supply, which
essentially converge with the price of gold in the international market. On February 27, 2003, the State
Council cancelled the approval requirements for the production and sale of gold and gold products. As a
result, although the Administrative Regulations have not been abolished, the policy of "centralised
purchase and allocation of gold " as stipulated under the Administrative Regulations has been terminated
in practice.

Since July 2004, the State Council reformed the administrative approval system and cleared the
outstanding projects which were subject to administrative approval by its ministries and departments.
However, the import and export of gold and gold products remain subject to administrative examination
and approval. The authority responsible for such examination and approval is the PBOC.
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Laws and Regulations Relating to Environmental Protection

The Ministry of Environment Protection is responsible for the supervision of environmental protection in,
establishment and implementation of national standards for environmental quality and discharge of
pollutants for, and supervision of the environmental management system of, the PRC. Environmental
protection bureaus at the county level or above are responsible for environmental protection within their
jurisdictions.

The Environmental Protection Law of the PRC requires entities that operate production facilities that may
cause pollution or produce other toxic materials to take steps to protect the environment and establish an
environmental protection and management system. The system includes the adopting of effective
measures to prevent and control exhaust gas, sewage, waste residues, dust or other waste materials.
Entities discharging pollutants must register with the relevant environmental protection authorities.

The Environmental Protection Law of the PRC and the Administrative Regulations on Environmental
Protection for Construction Project stipulate that prior to the construction of new facilities or expansion
or transformation of existing facilities that may cause a significant impact on the environment, a report on
the environmental impact of the construction project needs to be submitted to the relevant environmental
protection authority for approval. Environmental protection facilities shall be designed, constructed and
put into use concurrently with the main production facilities. The newly constructed production facilities
may not be operated until the relevant authority is satisfied after inspection that accompanied
environmental protection facilities are in compliance with all relevant environmental protection standards.

Under the Mineral Resources Law of the PRC, the amended Land Administration Law of the PRC and
Regulation on Land Rehabilitation, exploration of mineral resources must be in compliance with the legal
requirements on environmental protection so as to prevent environmental pollution. If any damage is
caused to cultivated land, grassland or forest as a result of exploration or mining activities, mining
enterprises must restore the land to a state appropriate for use by reclamation, re-planting trees or grasses
or such other measures as appropriate to the local conditions. Mining enterprises shall submit a
rehabilitation plan when applying for construction land or mining rights, and shall include land
rehabilitation expenses in their production costs or in their gross investment in construction projects. At
completion of the rehabilitation stipulated in the plan, the rehabilitation shall pass an acceptance
examination conducted by the relevant government authority. If the rehabilitation is not completed or
does not comply with the relevant examination requirements, the mining enterprise must pay a fee for
land rehabilitation.

Upon closure of a mine, a report in relation to land rehabilitation and environmental protection must be
submitted for approval. Enterprises which fail to perform or satisfy the requirements on land
rehabilitation may be penalised by the relevant land administration authority.

The Ministry of Environmental Protection shall formulate national standards on emission of pollutants in
accordance with the national standards on environmental quality, and the State economic and
technological conditions. Governments at the provincial level and of the autonomous regions and
municipalities may formulate their respective local standards on the discharge of pollutants for items not
specified in the national standards. These local governments may formulate local standards which are
more stringent than the national ones for items already specified in the national standards. Pursuant to the
requirements under the amended Law on Prevention of Water Pollution of the PRC, the amended Law on
Prevention of Air Pollution of the PRC, and Administrative Regulations on Levy and Utilisation of
Sewage Charge, enterprises which discharge water or air pollutants must pay discharge fees pursuant to
the types and volumes of pollutants discharged. The discharge fees are calculated by the local
environmental protection authority which shall review and verify the types and volumes of pollutants
discharged. Once the discharge fees have been calculated, a notice on payment of discharge fees will be
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issued to the relevant enterprises. In addition, enterprises which discharge sulphur dioxide at a level
exceeding the prescribed standards are required to install "desulphurising devices " or adopt other
"desulphurising” measures to control the emission of sulphur dioxide.

Under the amended Law on Prevention of Environmental Pollution Caused by Solid Waste of the PRC,
entities and individuals collecting, storing, transporting, utilising or disposing of solid waste must take
precautions against the spread, loss, and leakage of such solid waste or adopt such other measures to
prevent such solid waste from polluting the environment.

The penalties for breach of the environmental protection laws vary from warnings, fines, suspending
production or operation to other administrative sanctions, depending on the degree of damage or the
results of the incidents. The responsible person of the entity may be subject to criminal liabilities for
serious breaches resulting in significant damage to private or public property or personal injury or death.

As the environmental protection is under the administration and supervision of authorities that are distinct
from the ones issuing the exploration and mining permits, the breach of the relevant environmental
protection laws would not entail revocation of the exploration and mining permits directly. However, the
environmental protection authorities may seek cooperation from the authorities in charge of the issuance
of such permits, which are competent to revoke the exploration and mining permits pursuant to the
Mineral Resources Law of the PRC.

Laws and Regulations Relating to Production Safety

The PRC government has formulated a relatively comprehensive set of laws and regulations on
production safety, including the Law on Production Safety of the PRC, the Law on Mine Safety of the
PRC, as well as Regulations on the Implementation of the Law on Mine Safety of the PRC, which pertain
to the mining, processing and smelting operation of the mining industry. The State Administration of
Work Safety is responsible for the overall supervision and management of the production safety
nationwide while the departments in charge of production safety at the county level or above are
responsible for the overall supervision and management of the production safety within their own
jurisdictions.

The State implements a licensing system for production safety of mining enterprises. No mining
enterprise may engage in production activities without holding a valid production safety certificate.
Enterprises which fail to fulfil the production safety conditions are not allowed to carry out any
production activity. Mining enterprises which have obtained the production safety certificate may not
lower their production safety standards, and are subject to the supervision and inspection by the licensing
authorities from time to time. If the licensing authorities are of the opinion that the mining enterprises do
not fulfil the production safety requirements, the production safety certificate may be withheld or
revoked.

The State has also formulated a set of national standards on production safety for the mining industry. In
general, the mine design must comply with the production safety requirements and industry practice.

A mining enterprise must establish a management body or a designated safety management team to be
responsible for production safety matters. Education and training on production safety must be provided
to workers to ensure that they fully understand the regulations on and the procedures required for
production safety, and are able to master the necessary skills for operation safety for their own positions.
Those who do not receive this education and training are not permitted to work at the mine.

The penalties for breach of production safety laws vary from warnings, fines, suspension of production or
operation and other administrative sanctions, depending on the degree of damage and the nature of the
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incident. The person who is personally responsible for such incident may be subject to demotion or
termination of employment, or criminal liability for serious breaches resulting in significant incidents.
The State has implemented an accountability system over incidents relating to production safety.

As production safety is under the administration and supervision of authorities that are different from the
ones issuing the exploration and mining permits, the breach of the relevant production safety laws would
not entail revocation of the exploration and mining permits directly. However, the production safety
authorities may seek cooperation from the authorities in charge of the issuance of such permits, which
have the authority to revoke the exploration and mining permits according to the Mineral Resources Law
of the PRC.

Laws and Regulations Relating to Taxation

The State encourages the development of the gold industry by implementing preferential treatment on
taxation. Gold production enterprises engaged in the sales of standard gold and gold sand (containing gold
content), are exempted from VAT. Transactions made by gold trading enterprises and intermediaries,
which are members of the Shanghai Gold Exchange, on the Shanghai Gold Exchange without physical
settlement are exempted from VAT, and transactions with physical settlement are subject to VAT levying
and immediate refund.

Enterprises engaged in the mining of mineral resources must pay resources tax in accordance with
relevant regulations of the State. For nonferrous metal ores, the amount of resources compensation levy
payable is computed by multiplying the volume of mineral products for sale or their own use with the
applicable rate of the resource tax ranging from RMBO0.4 to RMB30 per tonne of mineral products. The
Ministry of Finance and the State Administration of Taxation reserves the right to adjust the rate of the
resource tax from time to time by promulgating rules. The resources tax is levied according to the grade
of mines and the applicable amount of tax per tonne of ore produced as provided in the schedules attached
to such rules. The resource tax rates applicable to gold ore range from RMBL1.5 per tonne to RMB7.0 per
tonne.

Foreign invested enterprises in the PRC are subject to an enterprise income tax at a uniform rate of 25%.
A non-resident enterprise that has an establishment or premises within the PRC shall pay enterprise
income tax at a rate of 25% on its income that is derived by such establishment or premises inside the
PRC and income that is sourced outside the PRC but is actually connected with the said establishment or
premises, unless it is a dividend income where an exemption may apply. A non-resident enterprise that
has no establishment or premises within the PRC but has income from the PRC, and a non-resident
enterprise that has establishment or premises in the PRC but its income has no actual connection to such
establishment or premises in the PRC, shall be subject to PRC withholding tax at the rate of 10% on its
income sourced from inside the PRC.

Laws and Regulations relating to Foreign Investment in Gold

The "Catalogue for Guidance of Foreign Investment” promulgated by the NDRC and the Chinese
Ministry of Commerce ("MOFCOM?"), provides that the mining or operation of certain types of minerals
are classified as restricted or prohibited categories for foreign investment. For example, the exploration
and mining of precious metals (gold, silver and platinum) is regulated as a restricted industry. Any project
in a restricted industry must be:

» submitted to and approved by provincial-level development and reform departments if it has a
total investment amount of less than $50 million;
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» submitted to and approved by the NDRC if it has a total investment amount of $50 million or
more; and

o first submitted to and examined by the NDRC and following such examination, it must be
submitted to and approved by the State Council if it has a total investment amount of $100
million or more.

Laws and Regulations relating to Foreign Investment in Molybdenum

The exploration and mining of molybdenum falls within the prohibited category for foreign investment.
However, according to the "Measures for the Administration of Foreign-Invested Mineral Exploration
Enterprises”, where a mineral prohibited from being explored or mined by foreign invested enterprises is
proved to exist as an associated mineral in the relevant mines, and the foreign invested enterprises have to
explore and mine it together with the main mineral, the foreign invested enterprises may legitimately
continue to mine it after obtaining the approval of the Ministry of Land and Resources of the PRC and
MOFCOM and after amending the relevant mining or exploration permits to include the prohibited type
of mineral on such permits.

Laws and Regulations Relating to CJVs

A CJV is a form of foreign investment permitted in the PRC. A CJV may be a Chinese legal person with
limited liability or, alternatively, a non-legal person entity. To establish a CJV, the Chinese and foreign
parties must submit documents such as the CJV agreement and the articles of association to the Ministry
of Commerce of the PRC or the department and local government authorized by the State Council (the
"Approval Authority") for examination and approval. The Approval Authority must, within 45 days
upon accepting the application, decide whether or not to grant the approval. Within 30 days upon receipt
of the approval certificate issued by the Approval Authority, the parties must apply to the competent
administration for industry and commerce for registration to obtain the business licence of the CJV. The
issuance date of the business licence is the establishment date of the CJV. The investments in a CJV are
not necessarily calculated in monetary units. The CJV agreement may require one party to contribute
certain specified "cooperative conditions". The earnings are not necessarily distributed pro rata in
accordance with the registered capital paid by each of the parties. In addition, the options for sharing risks
and losses, management and post-termination assets may also be determined by the parties.

A CJV may be managed by a board of directors or, alternatively, by a joint management committee. The
CJV Rules require a CJV to obtain unanimous board (or management committee) approval on the
following decisions:

« amendment of the CJV's articles of association;

e termination or dissolution of the CJV;

» reduction or increase of the registered capital of the CJV;

* merger, division or change in the organizational form of the CJV;

e mortgage of assets of the CJV; and

« other matters agreed to by the parties to the CJV.
According to the relevant PRC rules, a transfer of an equity interest in the CJV shall comply with PRC
laws and regulations, and be approved by approval departments and submitted for alteration registration

with registration departments. A transfer without approval from the relevant approval departments is
invalid.
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Laws and Regulations Relating to Geological Environment Protection

Pursuant to the "Provisions on the Protection of the Geologic Environment of Mines" (a) the land and
resources administrative departments shall be responsible for the protection of the geologic environment
of mines; (b) a mining right applicant shall make a plan on the protection, treatment and restoration of the
geologic environment of a mine, and report it to the competent land and resources administrative
department when applying for a mining permit, or when applying to expand the exploitation scale or
change the scope of mining area or exploitation manner; and (c) a mining right holder shall, pursuant to
the relevant provisions of the state, pay a security deposit for the treatment and restoration of the geologic
environment of a mine, and in the event of any change to the scope of mining area, the type of minerals or
the exploitation manner, the mining right holder shall pay the security deposit according to the adjusted
standards; and (d) a mining right holder shall, pursuant to the relevant provisions of the state, pay a
security deposit for the control and restoration of the geologic environment of a mine, the amount of
which shall not be less than the expenses necessary for the treatment and restoration of the geologic
environment of the mine.

Pursuant to the Inner Mongolia Autonomous Region Regulations on the Management of Security
Deposits for Ecological Restoration in Mines, and the Inner Mongolia Autonomous Region
Implementation Plan for Ecological Restoration in Mines, a holder of mining rights shall prepare a plan
on the environmental protection and comprehensive management for the relevant mine, execute a letter of
responsibilities for the geological restoration for the relevant mine with the municipal land and resources
administration authority on the basis of the plan, and pay a security deposit therefor. The security deposit
may be paid in a lump sum or in instalments if the term of the mining permit held by such holder is four
years or more. It is emphasized that a plan of environmental protection and comprehensive management,
a letter of responsibilities for geological restoration, and a certificate of the payment of security deposit
for the relevant mine are the requisite documents for the registration of mining rights and for completing
the procedures of annual inspection and renewal of the mining permit. If a mining enterprise fails to pay a
security deposit or prepare a plan of environmental protection and comprehensive management for the
relevant mine as required, the competent authority will not proceed with the procedures of annual
inspection, renewal, alteration and mortgage registration in respect of the enterprise's mining permit. If
the enterprise fails to make control according to the approved plan, the competent authority shall order the
enterprise to carry out geological restoration within a prescribed time limit; if the enterprise fails to do so
within the prescribed time limit, the competent authority may suspend the enterprise's mining permit or
order it to stop production. However, a mining right holder who already prepared a special plan of
environmental protection and comprehensive management, made a special provision of funds and
implemented a restoration project for the relevant mine before August 1, 2008 may apply for exemption
from paying any security deposit after evaluation by the competent municipal land and resources
administration authority and approval by the autonomous region's provincial land and resources
administration authority on the condition that the special plan and the restoration project meet the aims
and requirements for ecological restoration in mines.

Risk Factors

Readers should carefully consider all of the information set out in this AIF, including the risks and
uncertainties described below. China Gold International’s business, financial condition or results of
operations could be materially and adversely affected by any of these risks.

The Company is subject to commodity price risks.

Substantially all of the Company’s revenues and cash flows from operating activities are derived from the

sale of gold, copper and other metals. Historically, the market prices for gold, copper and other metals
have fluctuated widely and experienced periods of significant decline. Prices are influenced by numerous
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factors and events which are beyond the Company’s control such as world demand and supply, forward
selling activities, costs of production by other producers and other macro-economic factors such as
expectations regarding inflation, interest rates, currency exchange rates as well as general global
economic conditions and political trends. The Company does not engage in any hedging activities. If
market prices for these metals should fall due to these or other factors and events, China Gold
International’s business, results of operations and the price of the Common Shares could be materially
and adversely affected.

The Company is subject to foreign exchange risk.

The majority of the Company’s operating costs are denominated in RMB, but the Company’s
consolidated financial results are published in U.S. dollars. Therefore, if the RMB appreciates against the
U.S. dollar, it could adversely affect the Company’s consolidated financial results. Moreover, to the
extent that the Company needs to convert the proceeds from its future financing into the RMB for the
Company’s operations, appreciation of the RMB against the relevant foreign currencies could have an
adverse effect on the RMB amount the Company would receive from the conversion.

The Company’s reserve and resource estimates are based on assumptions which may prove to be
inaccurate, and it may produce less than the current estimates.

The figures for mineral reserves and mineral resources contained in this Annual Information Form are
estimates only based on a number of assumptions, any adverse changes to which could require us to lower
our mineral resource and mineral reserve estimates and no assurance can be given that the anticipated
tonnages and grades will be achieved, that the indicated level of recovery will be realized or that mineral
reserves could be mined or processed profitably. Our estimates of economically recoverable reserves are
primarily based upon interpretations of geological models, which make various assumptions, such as
assumptions with respect to, prices, costs, regulations, and environmental and geological factors. These
assumptions have a significant effect on the amounts recognized in our technical reports and our financial
statements, and any material difference between these assumptions and actual events may affect the
economic viability of our properties or any project undertaken by us. There are numerous uncertainties
inherent in estimating mineral reserves and mineral resources, including many factors beyond the
Company’s control. Such estimation is a subjective process, and the accuracy of any reserve or resource
estimate is a function of the quantity and quality of available data and of the assumptions made and
judgments used in engineering and geological interpretation. Short-term operating factors relating to the
mineral reserves, such as the need for orderly development of the ore bodies or the processing of new or
different ore grades, may cause the mining operation to be unprofitable in any particular accounting
period. In addition, there can be no assurance that gold, silver or copper recoveries in small scale
laboratory tests will be duplicated in larger scale tests under on-site conditions or during production.
Valid estimates made at a given time may significantly change when new information becomes available.

Fluctuation in gold, copper and other metal prices, results of drilling, metallurgical testing and production
and the evaluation of mine plans subsequent to the date of any estimate may require revision of such
estimate. The volume and grade of reserves mined and processed and recovery rates may not be the same
as currently anticipated. Any material reductions in estimates of mineral reserves and mineral resources,
or of the Company’s ability to extract these mineral reserves, could have a material adverse effect on the
Company’s results of operations and financial condition.

The Company’s production estimates are subject to operating risks.
China Gold International generates all of its cash flow from the production of minerals at its two

operating mines, the CSH Gold Project and the Jiama Project. The Company’s production estimates from
these mines are based on numerous assumptions including, among other things, reserve estimates,

Page | 18



assumptions regarding ground conditions and physical characteristics of ores (such as hardness and
presence or absence of certain metallurgical characteristics), estimated recovery rates and estimated rates
and costs of production. By its nature, the business of mining and processing contains elements of
significant risk and hazards which can affect these assumptions and thereby modify production. Actual
production may vary from estimates for a variety of reasons, including risks and hazards set out below:

e actual ore mined varying from estimates in grade, tonnage, and metallurgical and other
characteristics;

o lower than estimated recovery rate;
e mining dilution;

o pit wall failures or cave-ins;

e industrial accidents;

e natural phenomena such as inclement weather conditions, floods, blizzards, droughts, rock slides
and earthquakes;

e encountering of unusual or unexpected geological conditions;
e changes in power costs and potential power shortages;

e shortages of principal supplies needed for operation, including explosives, fuels, equipment parts
and lubricating oil;

e litigation; and

e restrictions imposed by government authorities.

The Company’s mining operations may also be disrupted by environmental hazards, industrial accidents
(including but not limited to mishandling of dangerous articles), technical or mechanical failures,
processing deficiencies, labour disputes, community protests or civil unrest, discharge of toxic chemicals,
fire, explosions, and other delays. China Gold International’s mines are also subject to equipment failures
and technical risks in that the Company’s infrastructure may not perform as designed. For example, the
mine production at the CSH Gold Project is expected to depend mostly on the crushing production and
heap leach gold recovery rate. Since the height of the heap is increasing year after year at the CSH Gold
Project, gold bearing solutions will take longer to reach the processing plant, which could cause delays in
the gold production. Meanwhile, the remote location and harsh climate at the Jiama Project makes it
susceptible to electricity shortfalls during the winter months which have disrupted production in the past.

Such occurrences could result in damage to mineral properties, interruptions in production, increased
production costs, monetary losses, injury or death to persons, damage to the Company’s property or the
property of others, monetary losses and legal liabilities. The Company’s failure to achieve its production
estimates could have a material and adverse effect on the Company’s future cash flow, results of
operations and financial condition.

The Company may not be able to maintain an adequate and timely supply of electricity, water,
auxiliary materials, equipment, spare parts and other critical supplies at reasonable prices or at all.

Cost effective operations of the Company’s mines depend, among other things, on the adequate and
timely supply of electricity, water and auxiliary materials. Major auxiliary materials used in the
Company’s production include forged steel grinding balls, chemical products, explosives, lubricating oil,
electric wires and cables, rubber products and fuel. The Company sources its auxiliary materials from
domestic suppliers and its equipment from suppliers in the PRC and other countries. If the Company’s
supply of auxiliary materials, equipment or spare parts are interrupted or their prices increase, or the
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Company’s existing suppliers cease to supply the Company on acceptable terms, the Company’s business,
financial condition and results of operations could be materially and adversely affected.

Electricity and water are the main utilities used in the Company’s exploration and mining. Because the
Company’s mines are situated in remote locations in China, the Company faces a relatively higher risk of
an interruption or shortage in the Company’s electricity supply, which could materially and adversely
affect the Company’s production and production safety by disrupting operations such as water pumping
and ventilation. For example, the remote location and harsh climate at the Jiama Project makes it
susceptible to power shortages during the winter months which have disrupted production in the past.

The Company is inexperienced in the acquisition and development of mining assets outside of
China and the Company may not be able to acquire and operate any gold or other non-ferrous
mines outside of China in the future.

The Company has a mandate from China National Gold to focus on international mineral opportunities;
however, all of the Company’s current mining assets are located in China. The Company is relatively
inexperienced in identifying, acquiring and integrating assets outside of China, and has no experience in
developing assets outside of China. As a result, the Company’s future efforts to acquire and develop
mining assets outside of China may not be successful and the Company may not be able to acquire and
operate any gold or other non-ferrous mines outside of China in the future, which in turn may materially
and adversely affect the Company’s growth prospects and results of operations.

The Company intends to continue to acquire high-quality mineral resources as part of its strategy,
but may not identify suitable acquisition opportunities. Even if the Company identifies suitable
opportunities, it may not be able to complete those transactions on terms commercially acceptable
to it or at all. The inability to identify suitable acquisition targets or the inability to complete
such transactions could materially and adversely affect the Company’s competitiveness and growth
prospects. In the event that the Company successfully completes an acquisition, it could face
difficulties in integrating the acquisition with its operations or fail to achieve the strategic purpose
of such an acquisition. IMPM and Huatailong, are all located in the PRC. Although the Company
has established a set of internal control mechanisms to manage its subsidiaries, including personnel
management policies, internal control policies, as well as internal audit strengthening the control of
its subsidiaries, its internal control mechanisms may be insufficient to adapt to increasingly
complicated circumstances. Difficulties in integrating acquisitions or failures of internal controls
relating to the management of the Company’s subsidiaries could disrupt its ongoing business,
distract its management and employees, and increase its expenses, any of which could materially
and adversely affect the Company’s business and results of operations and financial condition.

The Company’s operations are governed by extensive and increasingly stringent environmental and
other laws and regulations.

The Company’s operations are subject to extensive PRC environmental laws and regulations relating to
air and water quality, waste management and public health and safety. To comply with these laws and
regulations, China Gold International incurs significant costs associated with the Company’s production
facilities, production process and the installation of pollution control equipment. The Company must
undergo inspections by relevant PRC environmental authorities and maintain various environmental
permits. Failure to comply with relevant PRC environmental laws and regulations could materially and
adversely affect the Company’s business and results of operations.
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In addition, PRC environmental legislation is evolving in a manner that will require stricter standards and
enforcement, increased fines and penalties for non-compliance, more stringent environmental assessments
of proposed mines and a heightened degree of responsibility for companies and their officers, directors
and employees. Amendments to current PRC laws and regulations governing operations and activities of
mining companies or more stringent implementation thereof could have a material adverse impact on the
Company and cause increases in capital expenditure, production costs or reductions in levels of
production at producing properties or require abandonment or delays in development of new mining
properties.

The Company’s indebtedness and the conditions and restrictive covenants imposed on the
Company by its financing agreements could materially and adversely affect the Company’s
business and results of operations.

The Company holds debt facilities related to the capital development of its mines and may, in the future,
incur significant debt to fund its acquisition and expansion plans. The Company’s ability to meet
regularly scheduled interest and principal payments on its indebtedness will depend on the Company’s
future operating performance and cash flow, which in turn will depend on prevailing economic and
political conditions and other factors, many of which may be beyond the Company’s control.
Furthermore, a high level of indebtedness will expose the Company to interest rate risks which could
substantially affect the Company’s ability to generate cash or make a profit.

In addition, the Company’s financing agreements include various conditions and covenants that require
China Gold International to obtain lenders’ consents prior to carrying out certain activities and entering
into certain transactions, such as incurring additional debt, creating additional charges on Company
assets, and providing additional guarantees or disposing of certain assets. In connection with the
Company’s borrowings and other financing arrangements, the Company has agreed to comply with
various financial and other covenants.

The Company’s ability to pay dividends or other distributions on the Common Shares may be limited due
to conditions imposed under financing agreements. In addition, the Company may also be significantly
restricted in its ability to raise additional capital through bank borrowings and debt and equity issuances
or to engage in some transactions that China Gold International expects to be of benefit to the Company.
The inability to meet these conditions and covenants or obtain lenders’ consent to carry out restricted
activities could materially and adversely affect the business and results of operations of China Gold
International.

The Company may incur substantial additional indebtedness, including guarantee of third parties’
indebtedness, in the future, which could adversely affect its financial condition and ability to
generate sufficient cash to satisfy its outstanding and future debt obligations.

The Company may from time to time incur substantial additional indebtedness and guarantee third
parties’ indebtedness in its normal course of business. If it incurs additional debt or guarantee third
parties’ indebtedness, the risks that it could face as a result of such indebtedness and leverage could
increase. The increase in the amount of the Company’s indebtedness, including guarantee of third parties’
indebtedness, could adversely affect its financial condition and ability to generate sufficient cash to
satisfy its outstanding and future debt obligations.
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The Company’s mining operations have a limited life and eventual closure of these operations will
entail costs and risks regarding ongoing monitoring, rehabilitation and compliance with
environmental standards.

The Company’s existing mining operations have a limited life. The key costs and risks for mine closures
are: (i) long-term management of permanent engineered structures (such as tailings dams) and acid
drainage; (ii) achievement of environmental closure standards (such as rehabilitation requirements); (iii)
orderly retrenchment of employees and third-party contractors; and (iv) relinquishment of the sites with
associated permanent structures and community development infrastructure and programs to new owners.
The consequences of a closure range from increased closure costs and handover delays to ongoing
monitoring and environmental rehabilitation costs and damage to the Company’s reputation if desired
outcomes cannot be achieved. In the event of a difficult closure, the Company’s business and results of
operations could be materially and adversely affected.

In an effort to address mine closure and other geological environment issues, a mining company is
required to submit rehabilitation undertakings and pay rehabilitation deposits to the relevant government
authorities under applicable PRC laws and regulations. China Gold International has submitted the
rehabilitation undertakings and paid the instalments of rehabilitation deposits that have become due with
respect to the CSH Gold Project and the Jiama Project, however, in the event of non-compliance of
applicable rehabilitation undertakings or a default in paying required rehabilitation deposits in the future,
the Company could be subject to a variety of penalties and other administrative actions, including
inability to proceed with certain administrative procedures relating to mining permits (including annual
inspection, renewal, alteration and mortgage registration), suspension of mining permits or ceasing of
operations.

The Company may not pass the annual inspection of the mining rights to the CSH Gold Project and
the Jiama Project.

China Gold International’s mining rights for the CSH Gold Project and Jiama Project are subject to
annual inspection by the Department of Land and Resources of Inner Mongolia, Tibet and China,
respectively. In the annual inspection, the relevant authorities will consider whether the Company’s
mining activities in the past year have been in compliance with the relevant laws and regulations. If the
Company fails to meet the relevant requirements or materially breach any laws or regulations, it may not
pass the inspection, in which case the Company may be penalized according to the relevant laws and
regulations, or given a deadline to rectify the deficiencies, or, in serious cases, have its mining rights
revoked. While the Company has passed the annual inspections in the past, there can be no assurance that
the Company will be able to pass the annual inspection in the future. Should its mining rights be
suspended or revoked or the Company fail to pass the annual inspection, the Company’s business and
results of operations will be materially and adversely affected.

The Company may not be able to obtain further financing to fund the expansion and development
of its business.

The Company is in a capital-intensive industry and has relied on a mixture of equity capital and debt
financing to fund its operations. The Company has in the past funded its capital expenditures primarily by
cash generated from the Company’s operations, the issuance of equity and debt securities and credit
facilities. The Company expects to use its available cash to meet its business growth objectives, including
further development of the Company’s existing exploration, mining and processing operations,
development of new properties and future acquisitions. Any required additional funding may be sought
through the debt and equity markets or through project participation arrangements with third parties, but
there is no assurance that the Company will be able to obtain sufficient funding or obtain funding at all
when it is required and that such additional funding will be available on commercially acceptable terms.
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If any such additional funding is obtained, it may be on terms that are highly dilutive or otherwise adverse
to the Company’s existing stockholders. Failure to obtain the funding or obtain the funding on
commercially acceptable terms that the Company needs when it is required could have a material and
adverse effect on the Company’s business and results of operations.

The Company relies on third-party contractors to conduct a substantial portion of the Company’s
exploration, mine construction and mining activities.

The Company outsources all of its mining and exploration engineering work (such as drilling) and most
of the Company’s mine construction work to third-party contractors. The Company maintains supervision
over these contractors and amends the outsourcing agreements from time to time to better address cost
and quality controls. However, notwithstanding these efforts, the Company’s contractors may take actions
contrary to the Company’s instructions or requests, or be unable or unwilling to fulfill their obligations. In
such event, the Company may have disputes with its contractors, which could lead to additional expense,
distractions and potentially loss of production time and additional costs, any of which could materially
and adversely affect the Company’s business and results of operations.

In addition, under the relevant PRC laws and regulations, an owner of an exploration or mining permit
has a statutory obligation to ensure safe production. In the event of any production safety-related accident
involving a contractor, the Company may be held directly liable or liable for compensation to the extent
of its fault regardless of any contractual provisions to the contrary. Any of such liabilities could have a
material and adverse effect on the Company’s financial condition and results of operations.

The Company’s risk management and internal control systems may not be adequate or effective.

China Gold International’s directors together with the Company’s senior management are responsible for
overseeing the Group’s internal control policies and procedures. The Company has established risk
management and internal control systems consisting of relevant organizational framework policies,
procedures and risk management methods that the Company believes are appropriate for China Gold
International’s business operations.

China Gold International believes that the Company has a proper internal control and risk management
system in place. However, due to the inherent limitations in the design and implementation of these
systems, there is a risk that these systems will not be sufficiently effective in identifying and preventing a
deficiency in internal controls. In addition, as some of the risk management and internal control policies
and procedures are relatively new, the Company may need to establish and implement additional policies
and procedures to further improve the Company’s systems from time to time. Since the Company’s risk
management and internal controls depend on implementation by Company employees, there is a risk that
such implementation will involve human errors or mistakes. If the Company fails to implement its
policies and procedures in a timely manner, or fails to identify risks that affect the Company’s business,
the Company’s business, results of operations and financial condition could be materially and adversely
affected.

The Company may hot be able to retain or secure key qualified personnel, key senior management
or other personnel for its operations.

Recruiting and retaining qualified personnel is critical to the Company’s success. China Gold
International depends on certain key qualified personnel, key senior management and other employees.
As the Company’s business grows, the Company may recruit additional management and other personnel.
There is no assurance that the key qualified personnel that the Company recruits in the future will
continue to provide services to the Company or will honour the agreed terms and conditions of their
employment or contracts. Any loss of key personnel or failure to recruit and retain personnel for the
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Company’s future operations and development could have a material adverse effect on the Company’s
business and results of operations.

The Company may not be adequately insured against losses and liabilities arising from the
Company’s operations.

Exploration, development and production operations on mineral properties involve numerous risks,
including unexpected or unusual geological conditions, rock bursts or slides, fire, floods, earthquakes or
other environmental occurrences and political and social instability. These risks can result in, among other
things, damage to and destruction of mineral properties or production facilities, personal injury,
environmental damage, delays in mining, monetary losses and legal liability.

The Company has maintained insurance within ranges of coverage consistent with industry practice in the
PRC. However, in line with industry practice in the PRC, the Company has elected not to insure against
certain risks as a result of high premiums or other reasons or has agreed to policy limits on certain
coverage that may not cover all potential liabilities for similar reasons.

China Gold International cannot provide assurance that the Company will be able to maintain its current
insurance coverage at economically reasonable premiums (or at all) in the future, or that any coverage
that the Company obtains will be adequate and available to cover the extent of any claims against the
Company. In the event that the Company suffers a significant liability for which the Company is not
insured or for which the Company’s insurance coverage is inadequate to cover the entire liability, the
Company’s business and results of operation could be materially and adversely affected.

The Company faces increasing domestic and foreign competition.

The Company faces increasing competition from both domestic and international metal producers. The
Company’s major competitors are large international mining companies. The Company’s competitors
may have certain advantages over the Company, including greater financial, technical and raw materials
resources, greater economies of scale, broader name recognition and more established relationships in
certain markets. Increased competition may prevent the Company from acquiring new properties and
ultimately may have a material adverse impact on its business, results of operation and growth prospects.

The Company may face the risk of increasing current liabilities.

As of December 31, 2018 and 2019, the Company’s current liabilities were approximately US$426
million and US$929 million, accounting for 25% and 53%, respectively, of total liabilities during the
same periods.

The Company faces risks relating to related party transactions.

The Company purchases raw materials from, sells products to and provides gold refining services to its
related parties on ordinary commercial terms, and the transactions with its affiliates are offset in the
Company’s consolidated financial statements. In the event of unfair related party transactions, it could
undermine the Company’s competitiveness and its independence, which could materially and adversely
affect its business, result of operations and financial condition.

Failure to discover new reserves, maintain or enhance existing reserves, develop new operations or

expand the Company’s current operations could negatively affect its business and results of
operations.
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Mining exploration is unpredictable in nature. The success of any mining exploration program depends on
various factors including, among other things, (i) whether ore bodies can be located; (ii) whether the
location of ore bodies are economically viable to mine; (iii) whether appropriate metallurgical processes
can be developed and appropriate mining and processing facilities can be economically constructed; and
(iv) whether necessary governmental permits, licenses and consents can be obtained.

In order to maintain gold and other non-ferrous metal production beyond the life of the current proved
and probable reserves, the Company must identify further reserves capable of economical exploitation.
However, due to the unpredictable and speculative nature of the gold mining industry, there is no
assurance that any exploration program will result in the discovery of valuable resources. If a valuable
resource is discovered, it could take several years and require significant capital expenditure to complete
the initial phases of exploration before production commences, and during this period, the capital cost and
economic feasibility may change. There is also no assurance that reported resources can be converted into
reserves. Furthermore, actual results upon production may differ from those anticipated at the time of
discovery.

To access additional reserves in explored areas, the Company will need to successfully complete
development projects, including extending existing mines and developing new mines. The Company
typically conducts feasibility studies to determine whether to undertake significant construction projects.
Actual results may differ significantly from those anticipated by such feasibility studies. Accordingly,
there is no assurance that any future exploration activities or development projects will extend the life of
our existing mining operations or result in any new economical mining operations.

Company’s failure to obtain and maintain required government approvals, permits and licenses for
the Company’s exploration and mining activities or renewals thereof could materially and
adversely affect the Company’s business and results of operations.

Under relevant PRC laws, the Company is required to obtain certain government approvals, permits and
licenses for each of the Company’s mines, among which exploration permits, mining permits, production
safety permits and gold operating permits are crucial to the Company’s business operations. In particular,
the Company may not have obtained and maintained the necessary licenses to enable it to be lawfully
qualified to do business in the jurisdictions in which it operates. Under the PRC laws and regulations, if
there are residual reserves in a property when the mining permit in respect of such property expires, the
holder of the expiring mining permit will be entitled to apply for an extension for an additional term. The
Company believes that there will be no material substantive obstacle in renewing such permits.
Nevertheless, there can be no assurance as to whether the current relevant PRC laws and regulations, as
well as the current mining industry policy, will remain unchanged at the time of the extension application
of such permits, nor can there be any assurance that the competent authorities will not use their discretion
to deny or delay the renewal or the extension of relevant mining permits due to factors outside the
Company’s control. Therefore, there can be no assurance that the Company will successfully renew its
mining permits on favourable terms, or at all, once such permits expire.

Any failure to obtain or any delay in obtaining or retaining any required governmental approvals, permits
or licenses could subject the Company to a variety of administrative penalties or other government actions
and adversely impact the Company’s business operations. The relevant state and provincial authorities in
China do not allow exploration permit renewal applications to be submitted earlier than 30 days before
the permit expiration date and a delay of 2 to 3 months for permit application processing times is not
uncommon. The relevant state and provincial authorities in China do not issue formal documentation to
guarantee permit renewal while processing renewal applications. If any administrative penalties and other
government actions are imposed on or taken against the Company due to the Company’s failure to obtain,
or delay in obtaining or retaining, any required governmental approvals, permits or licenses, the

Page | 25



Company’s business, financial condition and results of operations could be materially and adversely
affected.

The Company’s business may be affected by conflicts of interest with its controlling shareholder or
a breakdown in its relationship with its controlling shareholder.

China National Gold holds approximately 39.3% of the Company’s outstanding Common Shares. The
Company also has a deep connection to China National Gold through cross-management, shared
directors, the CNG Non-Compete and the CGG Non-Compete. There is a risk that China National Gold
may, in the future, exercise its influence over the Company as a controlling shareholder in a manner
inconsistent with the best interests of the Company’s other shareholders. If that occurs, the Company may
lose some of its competitive advantages and the Company’s business and results of operations may be
materially and adversely affected.

The Company owns the CSH Gold Project through a CJV company, which is established pursuant
to a CJV agreement. Therefore, the Company is subject to risks relating to operations through CJV
companies.

China Gold International has entered into a CJV agreement in relation to the CSH Gold Project. Although
under the existing CJV agreement, the Company is entitled to appoint a majority of the directors of the
CJV company and appoint the general manager of the CJV company (who is responsible for the day-to-
day operation and management of the CJV company and implementing resolutions of the board), certain
members of the management and board of directors of the CJV company are nominated by Brigade 217,
the Company’s CJV partner. Under the CJV law and the CJV agreement, certain decisions require
unanimous consent of the directors present at a meeting of the board, such as: (i) amendment to the
articles of association of the CJV company, (ii) increase or reduction of the registered capital of the CJV
company; (iii) dissolution of the CJV company; (iv) mortgage of the assets of the CJV company; or (V)
merger or division of the CJV company or a change in its form of organization; and to the extent
unanimous consent cannot be obtained, there is a risk that the Company will not be able to effect these
matters despite the Company’s desire to do so.

In addition, the Company’s CJV agreement with the Company’s CJV partner involves a number of risks,
including: (i) disputes with the Company’s CJV partner as to the performance or scope of each party’s
obligations under the CJV agreement, (ii) financial difficulties encountered by a CJV partner affecting its
ability to perform its obligations under the CJV agreement or other contracts with the Company, and (iii)
conflicts between the policies or objectives adopted by the Company’s CJV partner and those adopted by
the Company. If a dispute or disagreement arises between the Company’s CJV partner and the Company,
it could be time-consuming, costly and distracting for the Company to resolve such dispute or any legal
proceedings that develop from the dispute or disagreement. Furthermore, if China Gold International
receives an adverse decision in any such legal proceeding, the Company may be required to pay
compensation or damages to the Company’s CJV partner. As a result, the Company’s business and results
of operations could be materially and adversely affected.

Limitations on the ability of the Company’s PRC subsidiaries or CJVs to pay dividends to the
Company could have a material adverse effect on the Company’s ability to conduct business.

Relevant PRC laws, rules and regulations permit payments of dividends by each of the Company’s PRC
subsidiaries only out of the subsidiaries’ retained earnings, if any, determined in accordance with PRC
accounting standards and regulations. Under PRC laws, rules and regulations, each of the entities
incorporated in the PRC is required to set aside a portion of its net income each year to fund certain
reserves and to make up for previously accumulated losses before it can distribute dividends to its
shareholders. These reserves, together with the registered equity of these entities, are not distributable as
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cash dividends. As a result of these PRC laws, rules and regulations, the Company’s PRC subsidiaries are
restricted in their ability to distribute dividends to their shareholders. Limitations on the ability of its
PRC subsidiaries to pay dividends to the Company could negatively impact the Common Share price.
The Company has never paid a dividend on its Common Shares. The Company has significant financial
requirements and intends to retain future earnings for reinvestment in the Company’s business and,
therefore, has no current intention to pay dividends on its Common Shares in the foreseeable future.

Some of the Company’s directors and officers are directors and officers of other mineral resource
companies. The Company cannot assure you that these directors and officers will not encounter
conflicts of interests with the Company.

Some of the Company’s directors and officers are directors or officers of other mineral resource
companies. To the extent that such other companies may participate in ventures in which the Company
may participate, these directors and officers may have a conflict of interest in negotiating and concluding
terms with respect to the extent of such participation. Such other companies may also compete with the
Company for the acquisition of mineral property rights.

In the event that any such conflict of interest arises, a director or officer who has such a conflict is
required to disclose the conflict to a meeting of the Company’s board of directors. If the conflict involves
a director, the director is required to abstain from voting for or against the approval of such participation
or such terms. In appropriate cases, the Company will establish a special committee of independent
directors to review a matter in which several directors, or management, may have a conflict. In
accordance with the provisions of the BCBCA, the Company’s directors and officers are required to act
honestly and in good faith, with a view to the Company’s best interests.

The Company’s operations in the PRC may be impacted by the coronavirus

The recent COVID-19 could impact the Company’s operations. In December 2019, a novel strain of
coronavirus was reported in China and other countries. While the Company’s operations were impacted
by an extended Chinese New Year closure period in response to COVID-19, the Company has not
experienced any material impact on its production or operations to date. However, given the uncertainty
and unpredictability of COVID-19 the Company may experience future business disruptions depending
on future developments. The Company maintains rigorous health and safety policies and procedures, and
the safety of its workers is paramount. The Company continues to monitor the health condition of its
employees. A subsequent impact of COVID-19 or other public health crises could result in a slowdown
or temporary suspension in operations impacted by a potential outbreak which could have a material
adverse effect on the Company’s operations and financial performance.

Changes to the PRC regulatory regime for the mining industry may materially and adversely affect
the Company’s business and results of operations.

The PRC local, provincial and central authorities exercise a substantial degree of control over the mining
industry in the PRC. The Company’s operations are subject to a range of PRC laws, regulations, policies,
standards and requirements in relation to, among other things, mine exploration, development,
production, taxation, labour standards, occupational health and safety, waste treatment and environmental
protection, and operation management. Any changes to these laws, regulations, policies, standards and
requirements or to the interpretation or enforcement thereof may increase the Company’s operating costs
and thus adversely affect the Company’s results of operations.

Although the Company seeks to comply with all new PRC laws, regulations, policies, standards and

requirements applicable to the mining industry or all changes in existing laws, regulations, policies,
standards and requirements, the Company may not be able to comply with them economically or at all.
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Furthermore, any such new PRC laws, regulations, policies, standards and requirements or any such
change in existing laws, regulations, policies, standards and requirements may also constrain the
Company’s future expansion plans and adversely affect its profitability.

PRC political, economic and social conditions and government policies could affect the Company’s
business.

China is, and for the foreseeable future is expected to remain, the country in which the Company
concentrates most of its business activities and financial resources. Currently, all of the Company’s
operating assets are located in the PRC and all of the Company’s revenue is derived from its operations in
the PRC. The Company’s results of operations and prospects are subject, to a significant degree, to
economic, political and social developments in the PRC. The economy of the PRC differs from the
economies of most developed countries in many respects, including the extent of governmental
involvement, the level of development, the growth rate and government control of foreign exchange. The
PRC is an emerging market jurisdiction and the Company’s business may face unique risks associated
with its operations in an emerging market jurisdiction. These risks include risks related to political
factors such as government instability and changing governmental policy that may affect legal rights such
as property ownership, legal and regulatory framework given that emerging market jurisdictions may
have less developed legal or regulatory systems, the movement and conversion of currency out of the
foreign jurisdiction which could hinder the repatriation of profits to investors and legal title to assets.

The Company’s business could be negatively affected by changes and uncertainties in the PRC legal
system.

The PRC legal system is based on civil law system. Unlike a common law system, prior legal decisions
and judgments have limited significance for guidance. The PRC is still in the process of developing a
comprehensive statutory framework. Since 1979, the PRC government has established a commercial law
system, and has made significant progress in promulgating laws and regulations relating to economic
affairs and matters such as corporate organization and governance, foreign investment, commerce,
taxation and trade. However, many of these laws and regulations are relatively new. The implementation
and interpretation of these laws and regulations remain uncertain in many areas and may not be consistent
with long-standing local conventions and customs. As a result, there may be ambiguities, inconsistencies
and anomalies in the agreements that the Company is a party to or the legislation upon which these
agreements are based, which are atypical of more developed legal systems and may affect the
interpretation and enforcement of the Company’s rights and obligations. Furthermore, the PRC legal
system is based in part on government policies and administrative rules that the Company may not be
aware of. Moreover, the legal protections available to the Company under these laws, rules and
regulations may be limited. Any litigation or regulatory enforcement action may be protracted and could
result in substantial costs and diversion of resources and management attention.

In addition, there are several levels of government with influence over the Company’s mineral
exploration, development and production activities. A loss of support for one or more of the Company’s
mines by a government authority at any level could result in substantial disruption in the Company’s
ability to continue operations. Such a loss of support could occur on a national level, including, for
example, a change in government policy. It may also occur at a provincial or local level. As a result, the
Company’s ability to conduct operations could be hindered by aggressive or capricious application of
jurisdiction within the control of a particular level of government.

The Company may be unable to enforce its legal rights in certain circumstances.

China Gold International is incorporated in British Columbia. In the event of a dispute arising from or in
respect of the Company’s operations in the PRC, the Company may be subject to the exclusive
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jurisdiction of PRC courts or may not be successful in subjecting foreign persons to the courts in Canada,
Hong Kong or other jurisdictions. China Gold International may also be hindered or be prevented from
enforcing the Company’s rights with respect to a governmental entity or instrumentality because of the
doctrine of sovereign immunity.

The Company depends on its two operating mines, namely, the CSH Gold Project and the Jiama
Project, for substantially all of its revenue and cash flow from operating activities for the
foreseeable future. Failure to obtain the expected economic benefits from these mines could
materially and adversely affect its business, financial condition and results of operations.

The Company’s operations are exposed to uncertainties in relation to its operating mines. The CSH Gold
Project and the Jiama Project are the Company’s only operating mines now and the Company will
continue to depend on them for substantially all of its operating revenue and cash flow for the foreseeable
future. If the Company fails to derive the expected economic benefits from these mines due to a delay or
difficulty encountered in the progress or development of these mines, an occurrence of any event that
causes these two mines to operate at less than optimal capacity or for other results, the Company’s
business, financial condition and results of operations could be materially and adversely affected.

The Company’s future acquisitions may prove to be difficult to integrate and manage or may not
be successful.

China Gold International intends to pursue the acquisition of high-quality mineral projects as part of its
strategy, but the Company may not identify suitable acquisition opportunities. Even if the Company does
identify suitable opportunities, it may not be able to complete those transactions on terms commercially
acceptable to the Company or at all. The inability to identify suitable acquisition targets or the inability to
complete such transactions could materially and adversely affect the Company’s competitiveness and
growth prospects. In the event the Company successfully completes an acquisition, the Company could
face difficulties in integrating the acquisition with the Company’s operations or fail to achieve the
strategic purpose of such an acquisition. Such difficulties or failures could disrupt the Company’s
ongoing business, distract the Company’s management and employees, and increase the Company’s
expenses, any of which could materially and adversely affect the Company’s business and results of
operations.

The Company faces certain risks relating to the real properties that the Company owns, uses or
leases.

China Gold International could potentially be subject to challenges, lawsuits or other actions taken against
the Company with respect to the properties owned, used or leased with which the Company or relevant
lessors do not hold valid title certificates. If any of the properties the Company owns or leases were
successfully challenged, the Company may be forced to relocate the affected operations. If the Company
fails to find suitable replacement sites on terms acceptable to the Company for a significant number of the
affected operations, or if the Company is subject to any material liability resulting from third parties’
challenges to the Company’s ownership, usage or lease of properties with which the Company or its
lessors do not hold valid titles, the Company’s business, financial condition and results of operations
could be materially and adversely affected.

Dividends payable by the Company’s PRC subsidiaries to the Company, dividends payable by the
Company to its shareholders and gains on the sale of Common Shares may become subject to
withholding taxes under PRC tax laws.

Pursuant to the Enterprise Income Tax Law of the PRC ("EIT Law") and implementation regulations
issued by the State Council, to the extent any dividends for earnings derived since January 1, 2008 are
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considered sourced within China, PRC income tax at the rate of 10% is applicable to dividends payable to
investors that are "non-resident enterprises™ (and that do not have an establishment or place of business in
China, or that have such establishment or place of business but the relevant income is not effectively
connected with the establishment or place of business). Similarly, any gain realized on the transfer of the
Shares by such investors is also subject to a 10% PRC income tax if such gain is regarded as income
derived from sources within China. If China Gold International is considered to be a "resident enterprise”,
the Company would be subject to the enterprise income tax at the rate of 25% on the Company’s global
income and the dividends the Company pays with respect to the Common Shares would be treated as
income derived from sources within China and be subject to PRC income tax. It is uncertain whether the
Company will be considered a PRC "resident enterprise”. Accordingly, there is uncertainty as to whether
the dividends payable to the Company’s foreign investors, or the gains the Company’s foreign investors
may realize from the transfer of the Common Shares, would be treated as income sourced within China
and be subject to PRC tax. If the Company is required under the EIT Law to withhold PRC income tax on
its dividends payable to the Company’s foreign shareholders who are "non-resident enterprises,” or if
foreign investors are required to pay PRC income tax on the transfer of the Common Shares, the value of
investment in the Common Shares may be materially and adversely affected.

CSH Gold Project

The following is primarily extracted from the summary of the CSH Technical Report on the CSH Gold
Project. The CSH Technical Report is available for review under the Company’s profile on the SEDAR
database at www.sedar.com. The following summary is derived from the CSH Technical Report and is
qualified by reference to the CSH Technical Report in its entirety. Readers are encouraged to review the
CSH Technical Report.

Property Description

The CSH Gold Project covers an area of 35.93 kilometers in the Inner Mongolia Autonomous Region of
northern China, and is covered by a single Exploration Permit (No. 0100000220028). Formerly known as
the 217 property, the Exploration Permit is centered at latitude 41° 40" North, longitude 109° 14’ East.

China Gold International completed a 20,000 t/d gold recovery facility, heap leaching, carbon-in-column
(CIC) gold absorption, carbon stripping, carbon regeneration and acid washing, bullion refining, and
reagent systems along with the necessary ancillaries such as plant site electrical systems, water system,
shops, camp facilities and access roads. A 30,000 t/d crushing facility was commissioned in September
2009 and has been in operations since that time. By the end of 2013, another 30,000 t/d crushing facility
was commissioned. The total process