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NOTE REGARDING FORWARD -LOOKING STATEMENTS

We have made forward-looking statements in this WahrReport on Form 10-K that are subject to riskd ancertainties. Forwarddoking
statements within the meaning of Section 27A of $leeurities Act of 1933, as amended, and Secti@h dflthe Securities Exchange Act
1934, as amended, are subject to the “safe hadyedted by those sections. The forwkroking statements in this report are based ol
management’s beliefs and assumptions and on infameurrently available to our management. You iclmtify forwardiooking statemen
by terms such as “anticipates,” “believes,” “cont’ “could,” “estimates,” “expects,” “intends,” “ay,” “plans,” “seeks,” “should,” “will” or
“would” and similar expressions intended to idgntfbrwardiooking statements. These statements involve knawd unknown risk
uncertainties and other factors, which may causeaotual results, performance, time frames or agmeents to be materially different fr
any future results, performance, time frames oreagments expressed or implied by the forwlaaking statements. We discuss many of t
risks, uncertainties and other factors in this coent in greater detail under the heading “Risk é@ct We believe it is important
communicate our expectations to our investors. Hewehere will be events that we are not ableremligt accurately, or over which we h,
no control. The risks described in “Risk Factoistluded in this report, as well as any other @madry language in this report, prov
examples of risks, uncertainties and events that caaise our actual results to differ materiallynfréhe expectations we describe in
forward-looking statements. Before you invest im cammon stock, you should be aware that the oengg of the events described Risk
Factors” and elsewhere in this report could harmbusiness.

The forwardlooking statements and associated risks set fortfhis Annual Report include or relate to, amonigeotthings, (a) our grow
strategies, (b) anticipated trends in the minirdustry, (c) our ability to obtain and retain suifict capital for future operations, and (d)
anticipated needs for working capital. These statégmmay be found under “Managemsriiscussion and Analysis of Financial Conditiod
Results of Operations” and “Description of Busirie3he forwardiooking statements herein are based on currentcéadiens that involve
number of risks and uncertainties. Such forwaking statements are based on assumptions deddniérein. The assumptions are base
judgments with respect to, among other things,reuconomic, competitive and market conditions, fatdre business decisions, all of wt
are difficult or impossible to predict accuratelpdamany of which are beyond our control. Accordinghlthough we believe that 1
assumptions underlying the forwabking statements are reasonable, any such assumgoiuld prove to be inaccurate and thereforeetioar
be no assurance that the results contemplatedvirafd-looking statements will be realized. In agbdif as disclosed in “Risk Factorshere ar
a number of other risks inherent in our business @rerations, which could cause our operating tesalvary markedly and adversely fr
prior results or the results contemplated by thevdmddooking statements. Management decisions, inclubindgeting, are subjective in m:
respects and periodic revisions must be made bectedctual conditions and business developmemsinipact of which may cause us to ¢
marketing, capital investment and other expendstungnich may also materially adversely affect asults of operations. In light of significi
uncertainties inherent in the forwalabking information included in the report statemehe inclusion of such information should nof
regarded as a representation by us or any othsompéhat our objectives or plans will be achieved.

Given these risks, uncertainties and other factarg,should not place undue reliance on these faloking statements. Also, these forward-
looking statements represent our estimates andrgdigins only as of the date of this filing. You shibread this document completely and \
the understanding that our actual future resulty ima materially different from what we expect. Werdby qualify our forwardeoking
statements by these cautionary statements. Exseptaaired by law, we assume no obligation to updaése forwardboking statemen
publicly, or to update the reasons actual resutdccdiffer materially from those anticipated ireie forwardeoking statements, even if n
information becomes available in the future.




Part |

As used in this Annual Report, “we”, “us”, “our”,Company” or “Silver Dragon'refers to Silver Dragon Resources Inc. and alltg
subsidiaries.

Available Information

We file annual, quarterly, current reports, profgtements, and other information with the SEC. Yimay read and copy documents that |
been filed with the SEC at their Public Refereno®m, 450 Fifth Street, N. W. Washington DC. You nadyain information on the operat
of the Public Reference Room by calling the Cominisst 1-800-SEM@330. You can also obtain copies of our SEC filibgsgoing to the
website at www.sec.gov.

Item 1. Description of business
Corporate history

Silver Dragon Resources Inc. was initially incogted in the State of Delaware on May 9, 1996 utftename American Electric Automot
Company Inc. On July16, 2002, we amended our Q=té of Incorporation to change our name to Anggri€ntertainment & Animatic
Corporation. On February 25, 2005, we again amendedertificate of Incorporation to change our eam “Silver Dragon Resources In¢d’
reflect our current business focus on silver.

We own a 40% equity interest in Sanhe Sino-Top BRess and Technologies, Ltd. (“Sino-TopWhich was incorporated in 2003 as a Chi
company wholly owned by Huaguan Industrial CorgdIC”), a subsidiary of the statewned North China Geological Exploration Bure
Sino-Top became an American-Chinese joint ventu2005. Silver Dragon Resources Inc. acquired Siopin 2006, and currently owns 4
of Sino-Top after having sold 50% of its ownership interestts Chinese partners. The Chinese side, ledsagsu Shengda Group L
(“Shengda”), at 52%, and HIC, at 8%, collectivelyrn60% of Sino-Top. Sind-op holds exclusive exploration and developmertttago si:
properties in northern China (Inner Mongolia), cavg a total area of 139 ki We are also entitled to 70% interest of 30% efrilt procee
of Erbahuo Silver mine, to which Chifeng Silver Boa, a wholly-owned subsidiary of Sifi@p, holds exclusive exploration and mining rig

We operate in Mexico through our wholly-owned sdlzsiy, Silver Dragon Mining De Mexico S.A. de C.¥'Silver Dragon Mexico™), a
Mexican company incorporated on April 21, 2006.r&ed in the next paragraph, activities in Mexice mow dormant pending resolutior
the legal situation.

We are engaged in the acquisition and exploratfailver and other mineral properties. Our primfogus is the exploration of seven prope!
located in the Erbahuo Silver District in NorthéThina. We also had 15 concessions known as theo Cas Minitas property in Guadalu
Durango, Mexico. The ownership of that propertynéav subject to legal dispute. Although managemepeets that it may eventually
successful, it has decided to wri#-its Mexican assets as the outcome of the despmutincertain. Further details are provided oredagnd i
the notes to the financial statements.

We are still in the exploration stage and havegeoterated any revenues from the properties in GlridaVexico.
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Silver Mining Business in China

We acquired Sino-Top in 2006, and currently own 48f%8ino-Top. The Chinese side partners, led bys@&hengda Group Ltd. (“Shengja”
at 52%, and HIC, at 8%, collectively own 60% of &ifop. SinoTop holds exclusive exploration and developmertitego six properties
northern China (Inner Mongolia), covering a totedaaof 139 km2.

Erbahuo projects

On March 16, 2006, we entered into an agreemeatdaire certain mining and exploration rights te Erbahuo Silver Project by purchasir
60% interest in Sino-Top from Sino Silver Corp.e(ttAsset Purchase Agreement’). Sillop was an equity joint venture company origir
created under the Joint Venture Agreement datedl Apy 2005 between Sino Silver and certain otheties. Pursuant to the Asset Purcl
Agreement, we acquired a 60% interest in Sino-Tiogh l’ecame a party to the Joint Venture Agreement-Bop held the exploration a
mining rights to nine properties in the Erbahuo/&ilDistrict in Northern China (“Erbahuo ProjectsThe total purchase price was $650,
plus 4,000,000 shares of our restricted commorkstdtof which had been delivered to Sino Silveltdwing receipt of the requisite approv
to the transfer by the local Provincial DepartmehtCommerce in China. In March 2007, we increased ioterest from 60% to 90%
exchange for 2 million restricted common sharethefcompany. On May 9, 2007, we received apprawsh fthe Ministry of Commerce
change the equity joint venture to a contractuiatjeenture. On June 10, 2008 we signed a letténteht with our stateswned Chinese Joi
venture partner Exploration Unit of North China Nemous Geological Exploration Bureau, also knowrHaiaguan Industrial Corp. (“HICtp
sell 50% equity interest in Sanhe Sino-Top Resaugc&echnologies Ltd. (“Sino-Top ot including the Erbahuo mine, from Silver Drago
exchange for $4.5 million. A definitive agreemerasasigned on July 4, 2008 to sell 50% of St to HIC from Silver Dragon for $4
million. With respect to the Erbahuo mine, the hiptoperty controlled by Sin®ep at that time, Silver Dragon is entitled to & hterest il
30% of the net proceeds, and HIC would be entiited0%. On November 20, 2008 Gansu Shengda Gradip(§hengda), a private Chin
conglomerate, agreed to acquire 52% of the equoigrésts in Sanhe Sino-Top Resources & Technologtds (“Sino-Top”) from Huagua
Industrial Corp. (“HIC”), Silver Dragon’s state-oed Chinese joint venture partner. On January 210 ZinoTop sold the Saihanaobao :
Liangdi Properties to Chinese State-owned Entfoespproximately $4.2 Million.

Sino-Top is managed by its board of directors, which agms, supervises and controls the operating aewitf the Company in accorda
with the articles of association and makes decssionaccordance with the Sirfioreign Cooperative Joint Venture law of P.R. Chamal th
articles of association. The board constitutes fn@mbers, with two members and the chairman apgaiby Shengda, two members anc
vice chairman appointed by Silver Dragon, and oremiver appointed by HIC. Neither party has the aliém to pay additional capi
contribution to the joint venture. If the Board Directors deems it necessary, each party may huttiebliged to contribute additional cap
to the joint venture in accordance with the timiggd amount as decided by Board of Directors. Thigsashall redetermine the pro
distribution proportion before either of the pastimakes additional capital contribution.

Prior to entering into the Asset Purchase Agreerdestribed above, on April 14, 2005, we entereal énWVenture Agreement with Sino Sil
to acquire 50% of Sino Silvex’interest in the net proceeds from the sale oérais or the sale of mining rights as a resulheféxploration ar
evaluation of the Aobaotugounao property locatedhi Erbahuo Silver District. Consideration for tinéerest included cash payment:
$350,000 over a two year period and the issuancg006f000 shares of our common stock. On closingpaid $150,000 cash and iss
250,000 restricted common shares. In addition,Q1(BID restricted common shares were issued tcepaxtno assisted in the transaction. T
million of these shares were subsequently retutioeds and cancelled. The Venture Agreement wasrseged by the Asset Purch
Agreement described above.

During 2011, the properties in China, in which vad an interest, continue to be drilled and turthe®&eologic mapping, trenching, tunne
and drilling work are underway for three of the pedies known as Dadi, Laopandao, and Aobaotugoukiad| 43-101 report on Laopand
property was completed during the fourth quartethsf year and the N 4891 report on Dadi was updated during the fourtdwrggu of this yea
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On February 1, 2011 we reported an initial geolalgieport from recently completed exploration watkhe Company's Laopandao Silver-Tin-
Coppertead Polymetallic project in Inner Mongolia, NorntheChina. Since 2006, an advanced drilling progres been carried out on
project, focusing on three mineralization zones &g these three zones which were the focus efréport. Highlights from the report are
follows:

I Mineralization zone | is featured by a silver-coppie enrichment and is approximately 540m long, 100ite with a dip extension
over 300m, containing 8 mineralized bodies withrage grades Ag 231.7 g/t, Cu 0.48%, and Sn 0.335%.

I Mineralization zone Il is also featured by a sibeeppertin enrichment and is approximately 200m long afich8vide, containing 1
mineralized bodies with the highest average grddedividual mineralized body at Ag 274.46 g/t, €126 % (I3 mineralized body
and Sn 0.185% (lI-1a mineralized body) .

I Mineralization zone Il is characterized by tin mialization, approximately 300m long and 200m washel occurs within a gran
porphyry intrusion. A total of 21 mineralized bosliere identified with the highest Tin ore grad84108% and average Tin gradt
0.413%.

1 All mineralized bodies have been defined by drillds and/or underground drifts, the samples weatyaed with internal and exter
verification.

I The initial resource estimate of the three mineedion zones are based on Chinese National fdopus Metal Resource Estimat
Standards. Estimates show 4,616,370 t (metric ®rofeore with 318.2 t (10.2 million 0z.) silvei,239 t copper, and 15,184.5 t tin.

On February 23, 2011, we announced the completiangeological report on the results from the 2@tiling program at our Dadi Silver-
Lead-Zinc Polymetallic project in Inner Mongoliapfthern China.

I Extensive exploration work was carried out durihg 2010 and 2011 seasons with the major focus oeralization zones | and
These zones show the most significant mineralinago far. Although mineralization zones (lll, 1Vnd& V) also show significa
potential, they were not the focus of the 2010 aeas

I Additional resource estimation based on the Chinds#ional Nonferrous Metal Resource Estimation Standards indicaha
mineralization zones | and Il contain 3,375,006t with 358.4 metric tonnes (11.5 million ounced)esi 42,621 metric tonnes (9:
million pounds) lead, and 60,240 metric tonnes (@3Aillion pounds) zinc. These estimates are initedto previous estimat
disclosed in our NI 43-101 released in Q1 2010.

I An associated element, cadmium, was found in tHgnpetallic ores. The cadmium resource could beighificant industrial an
economic value.

Further exploration and development plan

I Further exploration will focus on mineralizationnas | and Il in order to increase the amounts afeable polymetallic resources
tunneling and underground drilling. For other maliration zones, surface drilling will be continued

I Metallurgical testing will be completed shortlypoovide basic industrial and economic parametargdéoelopment design.

I The construction of the ore processing mill anduhderground mining system will commence in orderDadi to become a produc
property.

Since the associate element Cadmium is found ignpetallic ores, further testing work will be condlet to evaluate its industrial ¢
economic values.

On March 23, 2011 Chifeng Silver Dragon ResourceBeghnologies, Ltd. which owns the Erbahuo mineaija definitive agreement w
Guangxi Hongteng Mining, Ltd. (“GHM") to commenceopluction at the Erbahuo silver mine.
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On April 5, 2011 we announced that Sanhe Sino-TegoBrces & Technologies, Ltd. commenced this gespproved exploration program
three of its properties in Northern China. The erglion targets include 6,000 metres (incl. 1,00€tres contingency) drilling, 2,50(
tunneling, a 200m inclined shaft and a 260m shafadi; 5,000 metres (incl. 1,000 metres continggmrilling, 1,000m tunneling and
metallurgic test at Laopandao; 1,000 metres dgllat Aobaotugounao. In addition, field surveys wik conducted on the Yuanlir
Zhuanxinhu and Shididonggou properties for exploratonsideration and potential in 2012.

On April 12, 2011 Sanhe Sinep Resources & Technologies, Ltd. completed atialninetallurgic analysis of the Dadi polymetaliidver
project. The ore processing test was carried oulnbgr Mongolia Minerals Experiment Research lagtit China, an 1SO certified test
facility for exploration, assaying and ore procegsiCrude ores for the metallurgic test were ctdlécusing the channel sampling method, !
underground drifts within mineralization zone lI2&di. One 300 kilogram composite testing samplkcted from four groups of undergrot
sampling was submitted for the ore processing st combined samples have a grade of 1.50% leddL&i8% zinc and constitute gc
representation of the Dadi project.

Ore processing testing and analysis included saprpigaration, chemical and mineralogical compasiéinalysis, mineral phase analysis, ¢
ore sizing analysis, crude ore gravity measurenflatation reagent test, floatation condition testnding condition experiment, opeircuit
test, closed-circuit test, chemical analysis ofcsarates, and settling speed test of tailings.

The main conclusions of the ore processing testi®Dadi project are as follows:

1. Collected crude ore samples from Dadi Propertycaraposed of metal minerals of sphalerite, galehalcopyrite, pyrite, argentite a
small amounts of arsenopyrite; and gangue minefajsiartz, carbonates, epidote, and chlorite. Ma@overable metals from crude ¢
are lead, zinc, and silver. Other metal contente@aeach economic paramete

2. Based on the ore processing test, the floatationgss consists of two stages. The first stage ezsdead and then the second s
recovers zinc from lead tailings. The grade of leadcentrate is 66.40% Pb and the recovery rateadfreaches 90.14%; and the g
of zinc concentrate is 42.48% Zn and the recovaty reaches 74.79%. The grade of silver in leademnate is 2,965.04 g/t and sil
recovery rate is 40.19% in the first stage of psst®y; the silver grade in zinc concentrates readh@43.48 g/t and silver recovery |
reaches 40.35% in the second stage. The total séeevery rate through the t-stage floatation process is 80.54

Production Grade Grade (g/t) Recovery rate (%)
rate (%)
Products (%) Pb Zn Ag Pb Zn Ag
Lead concentrate 2.05 66.40 3.90 2,965.04 90.14 4.48 40.19
Zinc concentrate 3.14 1.12 42.48 1,943.48 2.33 74.79 40.35
Tails 94.81 0.12 0.39 31.04 7.53 20.73 19.46
Crude ore 100.00 1.51 1.78 151.24 100.00 100.00 100.00
3. The ore processing test has provided efficientltesn the recovery of useful mete
4, Lead occurs in sulfides, which have good floatapdind are easily recovere
5. Since oxidized zinc grades 0.5% in crude ores ausofor 28.12% of the total zinc content in crudesp the high content of oxidiz

zinc leads to a relatively low recovery rate ofczitt is suggested that further processing testexidized zinc should be conductec
order to reduce processing co:

6. The results of the ore processing test indicatettteacrude ores at the Dadi Property are -to-process ores and the parameters ¢
test can be used for resource evaluation of theguty.

7. Since the ore processing test is on laboratoryesaadustrie-scale and continued ore processing testing shaulthlried out in order
provide more reliable references for feasibilitydst, mill design and development of Dadi Prope

On July 12, 2011, the Erbahuo silver mine formaliynmenced production with an official ribbon cufticeremony. Local officials visited t
project, toured the facilities and participatedhe ceremony. After three months of preparatorykw@HM started mining silver ore utilizil
the currently existing tunnels. An on-site pooldieiag system will process the ore with a breaktbtoayanide-free leaching technology.

7




On September 7, 2011 we announced the completian preliminary feasibility study for the CompasyDadi Silver Polymetallic proje
located in Inner Mongolia, China in accordance v@tmadian Securities Administrators National Insieat 43101 Standards of Disclosure
Mineral Projects.

The economic analysis estimates that at a 40 gfof€grade, the Dadi project will generate netlcisws over the seveyear project life ¢
$207 million, of which $82 million will accrue tdvé¢ Company. The report estimates an internal rfatetorn (IRR) of 175% and a net pres
value (NPV) of $142 million applying an 8% discouwate. Based upon the Compasny0% interest in the project, the IRR is 153% BRY/ is
$55 million. These figures are based on mineraluees and not on mineral reserves. The econonalysia included was based on meas
and indicated resources. Inferred resources wermdaded in the economic analysis.

The report estimates the operating costs for tbgepr at $11.50 per metric tonne of ore processedltiae capital costs to bring the mine
production have been estimated at $13 million.

The key assumptions used in the estimates inclutieeayear average market price of $21/0z for silver aratket price of $0.96/Ib for zi
and $1.00/Ib for lead. Key assumptions also inclg@iéo dilution, 70% mining recovery and 40% cutofde. Metallurgical studies indici
90% of the lead and 40% of the silver will be camtd in the lead concentrate and 75% of the zirt40% of the silver will be contained
the zinc concentrate. The average grade of thedeadentrate is 66% lead and 2,965 g/t silver. &herage grade of the zinc concentra
42% zinc and 1.943 g/t silver.

The study includes an NI 4831 compliant resource estimation and model stodiest the resource estimation. The resource estimaas
calculated using a modified polygonal method incoaging cuteff grades of 1g/t silver and 409/t silver. Theldaling tables summarize t
resource estimate.

Cut-off > 1g/t AG Tonnes Silver (g/t) Lead % Zinc %
Measured 836,700 184.7 2.19 1.95
Indicated 1,895,800 196.32 1.83 3.19
Measured + Indicated 2,732,500 192.76 1.94 2.81
Inferred 2,446,800 133.18 1.59 2.53
Cut-off > 40g/t AG Tonnes Silver (g/t) Lead % Zinc %
Measured 671,811 224.46 2.63 1.99
Indicated 1,185,080 305.67 2.81 3.97
Measured + Indicated 1,856,900 276.29 2.74 3.25
Inferred 1,173,400 263.89 3.01 3.66

On September 27, 2011 we issued an update on opcts in China:
Mining project: Erbahuo silver mine:

The Erbahuo silver mine, located in Wengniute cpulmner Mongolia, China, is 70% owned by SilveraBon through its subsidiary Chife
Silver Dragon Resources & Technologies, Ltd. (“€hgd Silver”) and is currently being operated byf&j Silvers partner GHM as part o
five-year agreement (see press release July 12)201

Currently, mining work is mainly focused on tunrdgdvelopment. Some new ore findings and mineratimatire being studied for furtt
exploration consideration.




Construction of the ore processing plant began.fabidity will include a 100 ton per day grindingilhrand a leaching facility. The ore will
processed with a breakthrough cyanide-free leadieicignology that is proprietarily to GHM.

Exploration projects: Dadi, Laopandao and Aobaotungm

Exploration work is focused on three of the six lexation properties of Sanhe Sino-Top ResourcesTauhnologies Ltd. ("Sind-op"), ¢
Chinese company that holds exclusive exploratightsi to these properties, located in the prolifiba#uo Silver District in Inner Mongol
China. Silver Dragon Resources Inc. has a 40% ashiyinterest in Sino-Top.

I Dadi Silver-LeadZinc Polymetallic project: Drilling and tunnelinggjects are in progress, with 1,072.7m drillingh@es complete
and 1 in progress) and 264m tunneling completethényear to date. The tunneling project includesgploratory tunnel aimed
explore the No. IV mineralized body and a miningrtel to reach the No. Il mineralized body. Moregwbe engineering design
mine development is in progress, paving the waypkemitting and production preparations. An appiaa for a 2000 ton per d
mining license has been submitted.

I Laopandao Silver-TirGopper Polymetallic project: A tunneling projectinisprogress, with 235.4m tunneling completed autrgeear t
date, which aims to continue defining the extensiohthe No.lll mineralized body. A metallurgic tés to be conducted later this ye
An NI 43-101 report will be released in October.

I Aobaotugounao Silver-Leadinc Polymetallic project: A drilling project is iprogress, with 482.2m drilling (2 holes) completedren
year to date. Three more drill holes have beenaygaol within the 2011 exploration season due tariheeralization discovered.

On October 18, 2011, we reported on our on ExplomaProgress at the Aobaotugounao Silver-LEad: Polymetallic Property in Northe
China.

Highlights of the latest discoveries at Aobaotugauinclude the following:

I Aobaotugounao is the third property with industséver, lead and zinc mineralization findings afiee Dadi and Laopandao proper
of Silver Dragon.

I Soil geochemical survey has revealed at least tWibtiénding anomaly zones at the Aobaotugounao Pyope

I Surface testing samples also indicate silver, laad,zinc enrichments along alteration zones irhtisting Jurassic volcanic strata.

I Two drill holes reveal silver, lead, and zinc melézation intervals at exploration lines 15 and ddd the highest grades of silver, |
and zinc reach 48.5 g/t, 3.2% and 3.72% respewytivel

Aobaotugounao is one of six exploration propertieSilver Dragon in Inner Mongolia, China. This pesty is 21.07km3 and is located at 117°
34"00"~117°37"30"N and 43°47"00"~43°50"00"E. Itipproximately 9 kilometers to the Northwest of Teying Town of Keshiketeng Count

On December 7, 2011, Southampton Associates (estaby Silver Dragon) completed an Initial NI 481 Resource Estimate on
Laopandao TirSilver Polymetallic Project. Located in north cahtinner Mongolia, approximately 650 kilometers thoof Beijing, thi
Laopandao Tin-Silver Polymetallic project is regddlccessible along modern, interprovincial, migtie highways, and secondary paved
gravel roads.

The report notes that tin-silver/leadpper mineralization was discovered on the prgpdtring the 1970s. Subsequent prospecting
geochemical surveys, geological mapping geophysiaaleys, diamond drilling and underground explordtievelopment discovered t
anomalous areas on the property referred to as Alyofb and Anomaly 102. Over the ensuing four desdtie majority of the explorati
activity focused on Anomaly 95, which contains thmaineralized zones designated as Zone |, Zonadl Zone lll. Each Zone conta
numerous parallel west northwesterly trending lsnsmging from 1m to 7m wide which have been traakxhg strike by trenching a
diamond drilling for up to 300 metres.

Two different styles of hydrothermal mineralizatimere noted on the property

I Copper-Tin-polymetallic fracture controlled veione mineralization within altered volcanic rockpaerting encouraging mineralizat
grading 243.29 gpt silver, 0.78% copper 0.061%otier 4.5 metres.

I Diamond drill hole ZK3002, with a tipolymetallicmineralization within the roof or inteal contact zone of granite porphyry, 1
reported as a best assay, averaging 34.05% tinOo%@metres.
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The report classifies the resources on the Laomapdaperty as Inferred Resources in compliance thiéhCanadian Institute of Mining (CI
definitions of Resources and Reserves as referandet43-101 to be as follows:

Laopandao NI 43-101 Resource Estimate

Zones Tonnes Ag (gpt) Cu (%) Sn (%)
Zone | 348,971 115.92 0.40 0.59
Zone I 417,633 58.45 0.41 0.15
Zone Il 1,835,950 4.24 0.06 0.38
Total 2,602,554 27.91 0.16 0.37
NOTE: Cut-off grades include 0.1% Sn, 40 gpt Ag arzdo Cu.

The authors of the report believe that this es#nisitconservative and that confirmation of contingould increase both the contained m«
and classification of the resource. Mineral resesithat are not mineral reserves do not have denated economic viability.

In addition to the estimate above, the authordiefreport believe the resource potential for thepaamdao Zones I, Il and Il could range ft
2.0 million tonnesaveraging 50gptAg, 0.15% Cu arg5%Sn to 4.0 million tonnes, averaging 25gpt AG%0 Cu and 0.22%Sn.

In support of the above resource potential, a geapetrating geophysical survey, which was compléie2D11, discovered several poter
mineral depositional environments on the propemtyich require drill testing.

On February 15, 2012, we provided an update onuetamh at our Erbahuo Property.

Silver Dragon is entitled to 70% of the aftax proceeds from the Erbahuo Silver Mine througtsubsidiary Chifeng Silver Dragon Resou
& Technologies, Ltd. (“Chifeng Silver”) and is cantly being operated by Chifeng Silver’s partnera@gxi Hongteng Mining, Ltd. (“GHMy
as part of a five-year arrangement (see pressseelgfaMarch 23, 2011).

To date, GHM has mined and stockpiled 15,000 torwfesre for processing. Processing was suspendedtalicold weather, delays
explosives permits and delays in construction efdtushing and leaching facility at the site. GHdMnpleted construction of a new explos
magazine, crushing plant and hdapehing pool at the Erbahuo site in November, 2@hd is currently testing the leaching systemc&ssin
of ore is expected to commence in the second qu&®@42, once indoor temperatures are warmer t@agerees Celsius, using a proprie
cyanidefree leaching technology. GHM expects to mine 30,8fhnes of ore in its first year of operation,lgieg approximately 100,0(
ounces of silver (assuming a 90% recovery rate).

On February 21, 2012 we announced that our jointure in China, Sanhe Siflep Resources & Technologies, Ltd., renewed itsnase
license on February 15, 2012. The license was dsbyehe Industrial and Commercial Administratiogehcy of Sanhe City, China, extenc
the business operating period to March 24, 2023raréasing the registered capital to $ 7,270,000.

The business license scope covers the exploratidrdevelopment of deposits of copper, lead, ziiwers gold and associated metals and ¢
of developed products.

On February 23, 2012, we reported that we complatgdological report on the results from the 20dHirdy program at our Dadi silver-lead-
zinc polymetallic project in Inner Mongolia, NortineChina.
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The report revealed that the Dadi silyerlymetallic project has demonstrated potentiatfgreomic mineralization comprising silver, lead .
and cadmium. The geological report described twmmmdneralization zones and provided estimates émakown into two categories, base«
the Chinese National Non-ferrous Metal Resourcariadion Standards, category 122b (indicated) atelpoay 333 (inferred), as follows:

I Approximately 725 thousand tonnes of minable orcdbing 4.7 million ounces of category 122b sijV@ million pounds of lead, :
million pounds of zinc, and 1.2 million pounds afdenium.

I Approximately 2 million tonnes of minable ore désitrg 7.8 million ounces of category 333 silver, 8ifllion pounds of lead, 1:
million pounds of zinc, and 24 million pounds ofloaium.

Highlights from the report are as follows:

1. The Dadi silve-leac-zinc property is a key project of Silver Dragondhina. After several years of exploration, Dadi hasom
a mediun-sized polymetallic ore deposit with significant aomic potential

2. In 2011, four drill holes totaling 1,401 metresyrieling totaling 1,029 metres, and surface trerghitaling 101.1 cubic metr
was completed. A total of 303 samples, collectanfrboth drill cores and channel sampling withinngnzerse adits we
analyzed

3. According to the annual exploration report of 20fdlymetallic resources of Dadi were estimated ase Chinese explorati

standards. Within two main mineralization zonetaltminable ore of 2,941,655 tonnes averaging A¢ 48, Pb 1.04% and .
1.55% in mineralization zone |, and Ag 150.13gl,1763%, Zn 2.19% in mineralization zone I, respedy.

4. Three additional mineralization zones with sigrafit resource potential have also been discoveravdibe further explorec

5. In 2012, development of Dadi into a producing min@l continue, with the commencement of the conginn of the
underground mining system, processing plant, gélidam, and related surface faciliti

The Dadi silverpolymetallic property is a key project of Silverdyon Resources in Northern China. Since 2006, eatdm projects at Da
have been continuously operated. Based on the hgeakbgical report of 2011, five mineralizationnas have been identified in the prop
and the resources of silver, lead and zinc arerclbed and estimated. All the controlled resourceake the property a mediusizec
polymetallic deposit hosted in Jurassic volcanitese Development of Dadi into a producing mind wintinue in 2012.

During the 2011 exploration season, four drill Isoletaling 1,401 metres, tunneling totaling 1,028nes, and surface trenching totaling 1
cubic metres was completed. A total of 303 sampulelected from both drill cores and channel sangplivithin transverse adits were analy:
The exploration project focused on the centralgpaftooth mineralization zone | and zone Il in ortteincrease the resource category (cate
122b (indicated) and category 333 (inferred) resesibased on Chinese Geological Exploration Stdsylar

According to the Chinese Geological Explorationn8trds, category 122b ore blocks of silver, leadl Znc shown in the longitudinal sect
map mean that the mineralized bodies are definedfibiyholes, surface trenches, and undergroundelsmwith a 50 m x 50 m exploration ¢
or even a 50 m x 40 m grid. In contrast, categ@¥ 8re blocks shown in the longitudinal section rhape a 50 m x 100 m exploration grid.

The average grade for mineralization zone | arel8g g/t, Pb 1.04%, Zn 1.55%; and the average gf@adenineralization zone Il are /
150.13g/t, Pb 1.63%, Zn 2.19% . The minable ressuaf silver, lead, and zinc, obtained in mineedlon zone | and I, are estimated tc
2,941,655 tonnes.
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Latest resource estimation of Dadi Ag-Pb-Zn propert

Mineralizati Mineraliz Average grade Amount Metal resources (t)
on ed of minable
zone ore block ores
Ag(g/ t) Pb( %) Zn( %) Cd( %) ® Ag Pb Zn Cd

| 122b 149.4 2.00 1.50 0.06 133,225 19.9 2,664 1,998 80
333 59.6 1.08 1.59 0.06 911,828 54.4 9,829 14,533 547

1l 122b 211.2 2.05 2.20 0.08 592,3312 |[125.1 12,145 13,031 474
333-1 153.5 1.54 2.47 0.08 1,062,258 |[163.1 16,359 26,238 850
333-2 93.8 1.27 2.44 0.08 242,012 22.7 3,079 5,899 194

Total 122b+333 2,941,655 385.1 44,07 6 61,69 9 2,145

Note: Resource estimation is divided into differeategories based on Chinese National fwmeus Metal Resource Estimat
Standards. Category 332 is an estimate defineculfgce trenching, drilling and tunneling with adead exploratory grids. Categq
333 is an estimate defined by a single explorapomject (surface trench, drill hole or drift) anldetgrades and thickness of
mineralized body are inferred based on averageegradd thickness of all exploration projects usedrésource estimation. Categ
334 is inferred based on the mineralization aread arsingle exploration project. Category 332 hdatixely higher accuracy a
reliability and may be equivalent to indicated reees by CIM standards. Category 122b (inferredimetes are reserves that
inferred or probable.

Besides silver, lead and zinc, mineralized bodigkimvthe mineralization zones also contain cadmiwhich can be a bgroduct during ot
processing. All of these useful metals constitigaiicant resource values for Dadi.

Strategic cooperation agreements

Silver Dragon and Sindop are party to strategic agreements with varigarsies, including the North China Geological Expteoon Burea
(“NCGEB").

On July 26, 2006, we signed a Strategic Cooperaigreement with the Tianjin North China ExploratiBareau (“TNCEB”)in China. Th
TNCEB has access to mine assets located in valtmagions in China. The $ear Agreement provides that prospective miningperbe:
identified by the TNCEB will be referred exclusiyeo Silver Dragon first. We have 90 days to revigeological information and ott
information we reasonably may request. If we dowish to develop such properties, TNCEB may shosvloperties to other prospect
purchasers. In the event that Silver Dragon chotsexcquire, develop or exploit any mining oppoities referred by the TNCEB, Silv
Dragon and TNCEB will work towards a mutually aczdpe working agreement with respect to the puretasi/or exploration of the mini
property. The TNCEB will provide technical, geologii and other documentation as may be requesteSiltagr Dragon as part of its d
diligence investigation of prospective propertiesthe event that TNCEB does not wish to parti@piat the joint exploration of the prope
we are required to pay TNCEB the amount equal toot%e purchase price of such property in cas@%rof the purchase price in noast
consideration, including our common stock. If te#les of the property is an affiliate of TNCEB, Wwave no payment obligation. This five y
agreement has now expired.
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Silver Mining Business in Mexico

Cerro las Minitas Project

On March 2, 2006, Silver Dragon Mexico acquired m#ing concessions from four individuals by entgrimto various assignme
agreements. The total consideration paid by usutifraviarch 2008 is $1,045,000 plus 2,560,000 resttishares. We were obligated to p
further $100,000 to one of these individuals by ¢haB, 2008 to fulfill our obligations under thesgreements. On March 13, 2010,
Company settled the outstanding debt of $100,008utfh the issuance of 360,000 shares of the Compangtricted stock. This was a
settlement of all outstanding amounts owing to ¥kador. Cerro las Minitas is comprised of 15 cosiess covering 1,413 hectares. |
located 68 kilometers northeast of the City of D@, Mexico, and comprises the Cerro las Minitasing district, part of the prolific silvi
belt of the Sierra Madre Occidental.

In December 2010 we became aware of various mattatstranspired between 2006 and 2010, that esbutt our concessions being se
without notice to us.

In the city of Durango, Durango, Mexico, on Augd&, 2006 the former legal representative of Sieagon Mexico in Mexico signed
promissory note for a principal amount of $350,060 a vendor, from whom we had purchased 10 of XBeaforementioned minii
concessions, due March 5, 2008. The actions ofavarer legal representative were not authorize&ibyer Dragon Resources Inc., and he
not advise us about signing the promissory notejtaderms.

On April 21, 2008 the vendor filed a lawsuit ag&iBdver Dragon Mexico claiming payment of $350,080 well as ordinary interest at
annual rate of 10%, interest on past due and unmaidipal at an interest rate of 5% per monthwa$l as legal expenses. The lawsuit
registered under the file number 482/2008, befbee Rourth Commercial Local Court of the city of Bago. On October 10, 2008, Sil
Dragon Mexico was officially notified of the lawsdhrough the former legal representative, butrépresentative did not advise Silver Dra
Mexico or us. The vendor then seized the followmiging concessions: Mina Pifia, El Refugio, AmplaciDe Santo Nifio, La Bocona,
Muralla, Victoria IV, Guadalupe, El Santo Nifio aRifia Nueva. On October 28, 2008 the seizure ofntlreng concessions was recon
before the Public Registry of Mines of Durango.

During this time period, we had no knowledge of had transpired. Since Silver Dragon Mexico neygpeared before the court to repl
the lawsuit, Silver Dragon Mexico was declared éfiadilt and lost its opportunity to offer evidenaeeits favor. On January 8, 2009, the C
passed final sentence ordering Silver Dragon Metagaay to the vendor the principal amount plusriest and legal costs. On January 16,
our former legal representative was formally netifof the sentence, but did not advise us. Singerddragon Mexico never appealed the f
sentence, on February 10, 2009 the Court decléweddntence as final and irrevocable. On Marct2809 the former legal representativi
Silver Dragon Mexico, appeared again before thetdouappoint an expert to appraise the mining essions to be sold on a public auct
The appraisal of that expert was similar to thedeeis appraisal. On May 29, 2009 by public auctionrfieing concessions were grante:
the vendor as payment of the principal and intettast then on June 25, 2009 the Court approvedkcmuction of the concessions.

On July 31, 2009 those mining concessions weresfieared to the vendor through public deed numb@8( granted before public not
number 3 of the city of Durango. On August 19, 20@ vendor filed a motion before the court touest a further seizure of the asse!
Silver Dragon Mexico to guarantee the payment &30 as remaining amount to reach the principgihreéd amount of $350,000, since
concessions were appraised in the amount of $3Q1v@i@ich the court subsequently granted. On Jun@a®0 the vendor filed a motion bef
the court to request a further seizure of the asseSilver Dragon Mexico to guarantee the paynudrinterest at a rate of 10% which at -
date amounted to $45,739, interest on past dueiapaid principal at an interest rate of 5% per rhamhich at that amounted to $274,167,
legal expenses of $100,000. On November 5, 201fdtigon of the vendor was granted by the court.

Throughout this whole process the former legalesentative never advised Silver Dragon Mexico ocofufie existence of the promissory r
nor the subsequent court actions. He also accequted service numerous times on behalf of Silveadgan Mexico as mentioned earlie
enforce payment of the note, but similarly did advise Silver Dragon Mexico of this. In summargnfr our perspective, the legal proceed
were heard and decided on@npartebasis, without notice to us, nor allowing propefedse and representation of Silver Dragon Mexico.
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In December 2010 we became aware of this situaimhare now taking steps through the Federal caulttexico to seek appropriate redr:
Our counsel filed a Constitutional Rights Claim drefthe Federal Court in the City of Durango, baspdn procedural irregularities in
foreclosure proceedings, for the purposes ofpening the case. On January 17, 2011, Silver Dradexico provided certain evidence
connection with the claims to the court, which isrently reviewing the documentation. Various cdwarings have been held since then
decision has not yet been rendered. While we expatiwe may eventually be successful with the Ganiwnal Rights Claim, since we he
lost title to our 15 concessions in Mexico, purguancourt judgments, in 2010 we wrote off the ba@lue of these concessions, as we
related liabilities.

In late 2010 we became aware of another situativnlving the same former legal representative. bvéber 2010, we and Silver Drag
Mexico approached certain suppliers in order tarage payment of our outstanding accounts payahtgeements were reached in most ci
One of Silver Dragon Mexicg’ creditors did not respond to the request, howeasrindividual purporting to represent that crex
subsequently emailed us in December 2010 requestingient for an amount that was more than tripteatmount of the debt and asserted
it was pursuant to a promissory note signed byesildragon Mexico and a court decision related épfomissory note in Mexico. On Jant
17, 2011 we received a copy of the promissory fbteas dated April 24, 2008 and was for a printgraount of $166,623 and carried inte
at a rate of 5% per month. It was signed by theestommer legal representative of Silver Dragon MexiHis actions were not authorized by
and he did not advise us about the promissory motéhe subsequent court actions. He also accequted service several times on beha
Silver Dragon Mexico to enforce payment of the note similarly did not advise Silver Dragon Mexigpus of this.

We subsequently determined that in April 2010 theditor had obtained a judgment from a court inh@khua, Mexico, in its favor, {
payments under the promissory note that the cred#teerts aggregates $408,226 with interest, dsawel further 10% for its legal fees. In 2
we restated the results from prior years to retioecbriginal promissory note and the interest.

We are continuing to pursue legal remedies reggrtia irregularities in Mexico, and are continutogengage local counsel to represent us
take appropriate actions in the courts. Variougtcoearings have been held, but as of the curratet tthe court has not arrived at a decision.

Competitive factors

The silver mining industry is fragmented, with masilver prospectors and producers, small and laige.do not compete with anyone v
respect to our Chinese properties. There is no etitign for the exploratiomr removal of minerals from these properties. Wk s&ither finc
silver on the properties or not. If we do not, wi# eease or suspend further investment.

Governmental approvals and regulations

Our mineral exploration programs are subject tordfgrilations of various Chinese and Mexican autiesri

As noted elsewhere, we have written off our ownigrsiithe Mexican concessions, but if we are sugfeéshe following will be applicable.
Regulatory obligations and government approvals ifMexico

In Mexico, our exploration activities are goverrigdthe General Mining Law and the regulations prigated thereunder.

We obtained initial authorizations and the relevaatmits for the exploration of Cerro Las Minitasrh the Ministry of Natural Resour¢
(“SEMARNAT?”). The initial authorization from SERMARNAT authorigjrus to initiate the excavation of the soil on Gdras Minitas wa
issued in 2006. The excavation of soil must beiedrout using digger machines, which are registamd authorized by SEMARNAT. C
machines are duly registered and authorized by SEMAT. The company has documented all requiremeni$ laas submitted
Environmental Impact Assessment / Manifestacioriylanifestacion de Impacto Ambiental (“MIA”)for its Cerro las Minitas silver project
Durango, Mexico that includes a cyanide procesdHersulfide handling and Heap Leaching processhiethandling of oxides. The MIA w
officially submitted on March 23, 2009 to SEMARNAGr review, and is the principal document in th@lagation process for a mine operal
permit. The environmental permit was received s2R9quarter of 2010.
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After the exploration stage, mining activities iredco will be carried out in accordance with theiesnmental permit issued by the Gen
Direction of Mining Ministry of Economy under thégp of operations for mining activity submitted &y applicant. Since our current activi
in Mexico are in the exploration stage, we haveymbtsubmitted a plan of operations. After recejvionfirmation of the existence of miner
we are required to file an application with the &mh Direction of Mining of the Ministry of Economip obtain concession titles for
exploitation of the minerals. As of today, we halgained fifteen Concession Titles for the Explidta of Minerals in Cerro Las Minite
which titles were granted according to the appliearovisions of the General Mining Law. As notddabee, we have lost title to thc
properties but are endeavoring to recover it. Wié véi required to obtain additional permits comnyoréferred to as the Sole Environme
License from SEMARNAT and the National Water Consiua (“NWC"). After we successfully obtain concession titles, awe required 1
submit annual reports in May of each year, defgilihe work performed during the designated yearthen properties specified by st
concession titles.

Once mining activities commence, we will be reqdite obtain additional permits and authorizatiorsf the Ministry of Labor to opere
special machineries used for the exploration ofitieing Field. Such special machineries include &g not limited to pressured contain
boilers and other machineries designated for mitirag are regulated by various National Officialrdg (“NOM™). Once mining activitie
commence we will also be required to file reports safety, hygiene and minimum wage of our workershe registry of the Lab
Commissions as provided under Mexican Federal Labor.

Regulatory obligations and government approvals irChina

Exploration for and exploitation of mineral rescesdn China is governed by the Mineral Resources bhthe Peoples Republic of Chin
(“PRC") of 1986, amended effective January 1, 1997, anthtipéeementation Rules for the Mineral Resources lohthe PRC, effective Mar
26, 1994. In order to further implement these lagvsFebruary 12, 1998, the State Council issuegktkets of regulations: (i) Regulation
Registering to Explore Mineral Resources Using Bleck System, (ii) Regulation for Registering to ridi Mineral Resources, and (
Regulation for Transferring Exploration and MiniRgghts (together with the mineral resources law iamglementation rules being referrec
herein as “Mineral Resources Law”).

Under Mineral Resources Law, the Ministry of LamttleResources and its local authorities (the “MLI®")Jn charge of the supervision
mineral resource exploration and development. Theeral resources administration authorities of progs, autonomous regions
municipalities, under the jurisdiction of the Staéee in charge of the supervision of mineral reselexploration and development in tl
respective administration areas. The PR@Gbvernments of provinces, autonomous regionsnamdicipalities, under the jurisdiction of 1
State, are in charge of coordinating the supemibipthe mineral resources administration authesitin the same level.

The Mineral Resources Law, together with the Camstin of the PRC, provides that mineral resou@esowned by the State, and the ¢
Council, the highest executive organization of 8tate, which regulates mineral resources on betfalie State. The ownership rights of
State include the rights to: (i) occupy, (ii) uge) earn, and (iv) dispose of, mineral resouraegardless of the rights of owners or users ¢
land under which the mineral resources are locdtkdrefore, the State is free to authorize thindigs to enjoy its rights to legally occupy i
use mineral resources and may collect resources t@xe royalties pursuant to its right to earn.his tvay, the State can control and direc
development and use of the mineral resources d?Re.

Mineral resources license

China has adopted, under the Mineral Resources adisensing system for the exploration and expt@n of mineral resources. The MLF
responsible for approving applications for explmmatlicenses and mining licenses. The approvalhef MLR is also required to trans
exploration licenses and mining licenses.

Applicants must meet certain conditions as requingdelated rules/regulations. Pursuant to the Reigms for Registering to Mine Mine
Resources, the applicant for mining rights mustsené the required documents, including a plan fretbpment and use of the mini
resources and an environmental impact evaluatiparteThe Mineral Resources Law allows individuedsexploit sporadic resources, st
rocks and clay for use as construction materiats asmall quantity of mineral resources for susteaaHowever, individuals are prohibi
from mining mineral resources that are more appatgly mined at a certain scale by a company, fipdciminerals that are subject
protective mining by the State and certain otheigteated mineral resources.
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Once granted, all exploration and mining rightsemithe licenses are protected by the State frompanbment or disruption under the Min
Resources Law. It is a criminal offence to steailzes or damage exploration facilities, or disrumg tvorking order of exploration areas.

Exploration rights

In order to conduct exploration, a Sino-foreign pexative joint venture (“CJV"nust apply to the MLR for an exploration licensevri@rs o
exploration licenses are “licensee$he period of validity of an exploration licensendze no more than three years. An exploration feere
is described by a “basic block”. An exploratiorelise for metallic and nametallic minerals has a maximum of 40 basic blo¥ken minere
resources that are feasible for economic developimere been discovered, a licensee may apply éorigiint to develop such mineral resour
The period of validity of the exploration licensanche extended by application and each extensiorbeaor no more than two years.
annual use fee for an exploration license is RMB p@r square kilometer for the first three yeard arcreases by RMB 100 per sqt
kilometer for each subsequent year, subject toxarman fee of RMB 500 per square kilometer.

During the term of the exploration license, thestisee has the privileged priority to obtain miniights to the mineral resources in
exploration area, provided that the licensee mesmtsqualifying conditions for mining rights ownewsn exploration licensee has the rig
among others, to: (i) explore without interferemdgéhin the area under license during the licensmt€ii) construct the exploration facilitit
and (iii) pass through other exploration areasadjecent ground to access the licensed area.

After the licensee acquires the exploration liceriBe licensee is obliged to, among other thingsbégin exploration within the prescrit
term, (ii) explore according to a prescribed exalimn work scheme, (iii) comply with State laws aedulations regarding labor safety, w
and soil conservation, land reclamation and enwiremtal protection, (iv) make detailed reports walcand other licensing authorities, (v) cl
and occlude the wells arising from exploration wapk) take other measures to protect against gafencerns after the exploration worl
completed, and (vii) complete minimum exploratioqpenditures as required by the Regulations for ®eghg to Explore Resources Using
Block.

Mining rights

In order to conduct mining activities, a CJV musbaapply for a mining license from the MLR. Ownefsmining rights, or “concessionaires”
are granted a mining license to mine for a termafnore than ten to thirty years, depending omthgnitude or size of the mining project
mining license owner may extend the term of a ngricense with an application 30 days prior to exjdn of the term. The annual use fee
a mining license is RMB 1,000 per square kilomewryear.

A mining license owner has the rights, among othtexs(i) conduct mining activities during the teand within the mining area prescribec
the mining license, (ii) sell mineral products (egtfor mineral products that the State Councilitlestified for unified purchase by designz
units), (iii) construct production and living faitiés within the mine area, and (iv) use the laedeassary for production and constructiot
accordance with applicable laws.

A mining license owner is required to, among otifémgs: (i) conduct mine construction or miningigities within a defined time period, (
conduct efficient production, rational mining anodmgprehensive use of the mineral resources, (iiy) rE@ources tax and mineral resou
compensation (royalties) pursuant to applicables|afiv) comply with State laws and regulations reégay labor safety, water and ¢
conservation, land reclamation and environmentaigetion, (v) be subject to the supervision and agament by the departments in charg
geology and mineral resources, and (vi) complei# @mesent mineral reserves forms and mineral resodevelopment and use statis
reports, in accordance with applicable law.

Transfer of exploration and mining rights
A mining company may transfer its exploration onimg licenses to others, subject to the approvalloR.

An exploration license may only be transferrechd transferor: (i) held the exploration licensetiwo years after the date that the license
issued, or discovered minerals in the exploratiochy which are able to be explored or mined furtii) has a valid and subsisting explora
license, (iii) completed the stipulated minimum lexation expenditures, (iv) paid the user fees #dprice for exploration rights pursuan
the relevant regulations, and (v) obtained the s&axy approval from the authorized department argd of the minerals.
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Mining rights may only be transferred if the trasrsfr needs to change the ownership of such mingtgs because it is: (i) engaging i
merger or split, (ii) entering into equity or coogive joint ventures with others, (iii) sellingienterprise assets, or (iv) engaging in a si
transaction that will result in an alteration o throperty ownership of the enterprise.

Additionally, when state-owned assets or state $uaue involved in a transfer of exploration licensed mining licenses, the related state-
owned assets rules and regulations apply and &pesyaluation report must be completed and filetth Wie MLR.

Speculation in exploration and mining rights istpbited. The penalties for speculation are thatrigbts of the speculator may be revol
illegal income from speculation confiscated aniha fevied.

Environmental law:

In the past ten years, Chinese laws and policigarding environmental protection have moved towattister compliance standards
stronger enforcement. In accordance with the Enwrental Protection Law of the PRC adopted by ttendhg Committee of the PF
National Peopl's Congress on 26 December 1989, the General Admaitiisn of Environmental Protection Bureau under 8tate Council se
national environmental protection standards. Theioua local environmental protection bureaus may secter local standards |
environmental protection. CJVs are required to dgmyith the stricter of the two standards.

The basic laws in China governing environmentalgation in the mineral industry sector of the eqogoare the Environmental Protect
Law and the Mineral Resources Law. Applicants faming licenses must submit environmental impacesssients, and those projects tha
to meet environmental protection standards willlmgranted licenses. In addition, after the exgtion, a licensee must take further action
environmental protection, such as performing watadt soil maintenance. After the mining licensesehexpired or a licensee stops mir
during the license period and the mineral resoune&® not been fully developed, the licensee gwafiorm other obligations such as water
soil maintenance, land recovery and environmentateption in compliance with the original developrhecheme, or must pay the costs of
recovery and environmental protection. After clgsthe mine, the mining enterprise must perform watel soil maintenance, land reco\
and environmental protection in compliance with enitilosure approval reports, or must pay certairiscaghich include the costs of le
recovery and environmental protection.

Compliance with environmental laws

We are responsible for providing a safe workingiemment, not disrupting archaeological sites, aodducting our activities to prew
unnecessary damage to the area in which our minkxiah is located. At this time, we do not belighat the cost of compliance at the fed:
state and local levels will be significant.

We intend to secure all necessary permits requdaedxploration. We anticipate no discharge of watéo active streams, creeks, rivers, l
or other bodies of water regulated by environmefdal or regulation. We also anticipate that no emgaed species will be disturb
Restoration of the disturbed land will be completadording to law, and all holes, pits and shafils ve sealed upon abandonment of
mineral claims. During the exploration phase that ave in now, compliance costs are nil or nomittails difficult to estimate the cost
compliance with the environmental laws, becauseftienature and extent of our proposed activitbesnot be determined until we start
operations.

We believe we are in compliance with the environtiaws, and that we will continue to be able to ponwith such laws in the future.
Land and constructio

The holder of an exploration license or mining fise should apply for land use right with MLR to doot exploration or mining activities
the land covered by the exploration license or ngricense. The license holder should file an aapidon to MLR for the land use right with
exploration license or mining license. If the apation is approved by the competent governmentoaityh the MLR would issue an approva
the land use right applicant. Then, the local MLBud enter into a land use right contract with lilkense holder. The license holder she
pay relevant price and fees in accordance withcthrract and then obtain a land use right certdidgom MLR. In practice, instead
obtaining a longerm land use right, an exploration license holday apply for a temporary land use right, which ldawrmally be valid fc
2 years and may be renewed upon application.
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The company should also apply for other zoning emstruction permits to conduct construction onlémel. PRC laws require a compan
obtain the land zoning permit and construction mgrpermit with the local zoning authorities undee Ministry of Construction (“MOCONY.
Then, the company is required to enter into a caog8bn contract with a qualified constructor arlé the construction contract to the Ic
construction authorities under the MOCON and obgaaonstruction permit. After the construction @npleted, the company should apply
the construction authorities and related envirortadesnd fire departments for the check and acceptaf the construction. Upon the pas
check and acceptance, the company should applyledg#h housing authorities to register the cons&dduildings in its own name and obta
housing ownership certificate.

Foreign Exchange Contro

Pursuant to PRC foreign exchange regulations,darekchange dealings are administered by the Bthtenistration of Foreign Exchange ¢
its local agencies (the “SAFE&nd transacted through designated financial ingiita. CJVs are required to conduct their corpoaaterities ir
accordance with the relevant PRC foreign exchangsiregulations.

CJVs are entitled to borrow funds from overseasiwisuch CJVstotal investment amount. Once such loan agreentexvs been register
with the SAFE in accordance with the formal reguoieaits, the principal and interest of loan can be pat of China.

CJVs are also entitled to remit the profit/dividenderived from CJVs out of China once the relevanes of CJVs have been paic
compliance with PRC Law, if such foreign investasimade the capital contribution in compliance whid contribution schedule set in C
Contract.

The shareholder of a CJV is entitled to transferftimds out of China when it sells its equity ie tBJV to a Chinese buyer, but such transf
money should be approved by SAFE.

China has restrictions on Chinese persons and auegdo make investment out of China. The Chinesestor should obtain varic
approvals from governmental authority, includingFEAs approval on foreign exchange payment, to nsaloh overseas investment.

Employees
As of February 29, 2012, the Company had six engaeyf whom four are full-time employees.
Item 1A. Risk factors

You should consider each of the following risk tastand any other information set forth in thistRdtOK and the other reports we file w
the Securities and Exchange Commission (“SE@i¢Juding our financial statements and related si0ia evaluating our business |
prospects. The risks and uncertainties describemvbare not the only ones that might affect ourrafiens and business. Additional risks
uncertainties not presently known to us, or thatweently consider immaterial, may also impair business or operations.

Risks relating to our operations

None of the properties in which we have an interestthe right to earn an interest has any known egses.

None of the properties in which we have an inteoeghe right to earn an interest has any reseflbeslate, we have engaged in only lim
preliminary exploration activities on the propestidccordingly, in which we do not have sufficianformation upon which to assess
ultimate success of our exploration efforts. If @ee not establish reserves, we may be required i@itor suspend our operations, in wt
case the market value of our common stock may mecéind you may lose all or a portion of your ifremnt.
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Our current cash will not be sufficient to fund oubusiness as currently planned for the next 12 miasit We will need additional fundin
either through equity or debt financings or partnieig arrangements that could negatively affect uschaur stock price.

We will need significant additional funds to contén operations, which we may not be able to obtdfe. estimate that we must re
approximately $5 million over the next 12 monthdund our anticipated capital requirements andgations.

We have historically satisfied our working capitagjuirements through the private issuances of ggeiturities and convertible notes. We
continue to seek additional funds through such ohnand from collaboration and other arrangemeiitts corporate partners. However,
may not be able to obtain adequate funds when desdfinding that is on terms acceptable to usdffail to obtain sufficient funds, we
need to delay, scale back or terminate some @f allir mining exploration programs.

We will have to hire additional personnel with tegttcal training or experience in exploring for, stding and operating an exploratic
program. If we cannot effectively supervise or rietssuch personnel, we may have to suspend or cegserations, which will result in th
loss of your investment.

We hired new contractors to perform surveying, esqtion and excavation of mineral claims that wey rmequire. Management must rely
the personnel it has hired or retained to asséshtin making critical engineering and businesssleas. Consequently, our operations, eart
and ultimate financial success could suffer irrapée harm if our management is unable to supesvigeretain qualified personnel to carry
these tasks. As a result we may have to suspetebge operations, which will result in the losgair investment.

Our success also depends on our ability to hireratain skilled operating, marketing, technicahaficial and management personnel. It
mining sector, competition in connection with hgiand retaining skilled, dependable personneltense. We may not offer salaries or ben
that are competitive with those offered by our cefitprs, who may have significantly more resounsben compared to us. As such, eve
we were to succeed in hiring skilled personnelmas not succeed in retaining them.

It is possible that third parties will challenge oitle for the properties in which we have an inmtest or that there could be other issues v
title to our property.

We have not obtained title insurance for our prtgsr Title to the properties in which we have ateliest may be and in fact has &
challenged in Mexico. In Mexico we have lost tilad, if such an event occurred in China, we wiely incur significant costs and lIc
valuable time in defending such a challenge. Ihstiaims are successful, we will lose our inteieshe respective properties.

We are an exploration stage company, and based onregative cash flows from operating activitiesete is uncertainty as to our ability
continue as a going concern.

From inception, we have generated limited reverameshave experienced negative cash flows from tipgribsses. We anticipate continu
to incur such operating losses and negative cashsfifor the foreseeable future, and to accumulateeasing deficits as we increase
expenditures for exploration and mining of mineraiérastructure, research and development andrgkeoerporate purposes. Any increase
our operating expenses will require us to achiggaificant revenue before we can attain profitapiliOur history of operating losses
negative cash flows from operating activities wibult in our continued dependence on externahfiimg arrangements. In the event tha
are unable to achieve or sustain profitability oe atherwise unable to secure additional exterimainting, we may not be able to meet
obligations as they come due, raising substantiabts as to our ability to continue as a going eomcAny such inability to continue as a gc
concern may result in our security holders losihgirt entire investment. There is no guarantee Weatwill generate revenues or sec
additional external financing. Our financial statts, which have been prepared in accordance hhUnited States Generally Accef
Accounting Principles (“GAAP”"),contemplate that we will continue as a going com@ard do not contain any adjustments that mightitré:
we were unable to continue as a going concern. @dsim our operating plans, our existing and guaiteid working capital needs,
acceleration or modification of our expansion pldogver than anticipated revenues, increased egsemotential acquisitions or other ew
will all affect our ability to continue as a goiegncern. See “Management’s Plan of Operations”.
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The reports of independent auditors of our conatdid financial statements included in this annepbrt contain explanatory paragraphs w
note our recurring operating losses since inceptianlack of capital and lack of long term contsa®lated to our business plans, and that
conditions give rise to substantial doubt aboutahility to continue as a going concern. In thentwbat we are unable to successfully act
future profitable operations and obtain additiosalrces of financing to sustain our operations,ma&y be unable to continue as a gt
concern. See “Management’s Plan of Operation” amcconsolidated financial statements and notegtbencluded in this annual report.

We have a history of operating losses and we apte future losses.

Since we changed our business focus to silver exipdm, we have generated no revenues. We inclosseks of approximately $4.0 milli
and $4.3 million for the fiscal years ended DecenBie 2011and 2010. We have accumulated losses 8iception of approximately $4(
million. We anticipate that losses will continuetibsuch time as revenue from operations is sudfitito offset our operating costs, which 1
never occur. If we are unable to generate our nee®m@nd to increase them sufficiently to coveramsts, our financial condition will wors
and you could lose some or all of your investment.

Because we do not have sufficient capital, we mayd limited our exploration activity, which may e in a loss of your investmen

Because we are small and do not have much capitalhave limited our exploration activity. As suake may not be able to compl
exploration programs as planned. In that evengxasting ore body may go undiscovered. Without enlmdy, we cannot generate revenue
which case, you will lose your investment.

Because of the speculative nature of mineral progyeexploration, there is substantial risk that nmmmercially exploitable minerals will
found and our business will fail

Exploration for minerals is a speculative ventureolving substantial risk. We cannot provide ineestwith any assurance that our claims
properties contain commercially exploitable reserviehe exploration work that we intend to condutioor claims or properties may not re
in the discovery of commercial quantities of silar other minerals. Problems such as unusual aedpected rock formations and ot
conditions are involved in mineral exploration aftén result in unsuccessful exploration effontsslich a case, our business may fail.

Because our interests are in China and Mexico, dusiness is subject to additional risks associatgth doing business outside the Unit
States.

We expect that a portion of our revenues, if angy e derived from sales of our products in foreiarkets. Accordingly, we will be subj
to all risks associated with foreign trade. Thesksrinclude:

uncertain legal environment
inability to enforce legal rights
political risks

shipping delays,

credit risks,

fluctuations in foreign currency

As a result, even if our foreign operations areceasful, these risks could result in unexpectetsarsd losses.
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Joint ventures and other partnerships in relation bur properties may expose us to ris.

We are currently involved in, and may enter intdha future, joint ventures or other partnershimagements with other parties in relatio
the exploration, development and production ofgtaperties in which we have an interest. Joint wesst can often require unanimous appt
of the parties to the joint venture or their repreatives for certain fundamental decisions suchnaimcrease or reduction of registered ca
merger, division, dissolution, amendments of cditgjadocuments, and the pledge of joint venturetassvhich means that each joint ven
party may have a veto right with respect to suatisitens which would lead to deadlock in the operagiof the joint venture or partners|
Further, we may be unable to exert control ovetsgiic decision made in respect of such propertiay. failure of such other companies
meet their obligations to us or to third partiesany disputes with respect to the partiespective rights and obligations, could have sens
adverse effect on the joint ventures or their pridgge and, therefore, could have a material adveffeet on our results of operations, finan
performance, cash flows and share price.

Because all of our assets, our officers and ourelitors are located outside the United States of Ainze it may be difficult for an investor t
enforce within the United States any judgments dbtd against us, our officer or our director.

All of our assets are located outside of the Unfiéates, the individuals serving as our officers dinectors are nationals of a country other
the United States, and all or a substantial poribsuch personsissets are located outside the United States.résudt, it may be difficult fc
an investor to effect service of process or enfavithin the United States any judgments obtainediregy us or our officers and directt
including judgments predicated upon the civil llapiprovisions of the securities laws of the UditStates or any state thereof. In addi
there is uncertainty as to whether the courts afa@a and other jurisdictions would recognize opsd such judgments rendered by the c
of the United States. There is also uncertaintyoashether the courts of Canada or other jurisoitdiwould be competent to hear orig
actions brought in Canada or other jurisdictionaiagt us or our officers and directors predicatedrnuthe securities laws of the United State
any state thereof.

Our President - Chief Executive Officer controlssagnificant percentage of our common stock.

As of March 02, 2012, Marc Hazout, our Presiderd &hmief Executive Officer, owned beneficially appiroately 11.8% of our outstandi
common stock. Mr. Hazout is able to influence alitters requiring stockholder approval, includingcgibn of directors and approval
significant corporate transactions. This concemmnabf ownership, which is not subject to any vgtirestrictions, could limit the price ti
investors might be willing to pay for our commonck. In addition, Mr. Hazout is in a position topede transactions that may be desirabl
other shareholders. He could, for example, mak®ite difficult for anyone to take control of us.

Risks relating to the industry in general

Planned exploration, and if warranted, developmeartd mining activities involve a high degree of ris

We cannot assure you of the success of our plaoperitions. Exploration costs are not fixed, arsbueces cannot be reliably identified L
substantial development has taken place, whichlgritigh exploration and development costs. Thasco mining, processing, developm
and exploitation activities are subject to numereaisables which could result in substantial cogrouns. Mining for silver and other base
precious metals may involve unprofitable effortet only from dry properties, but from propertiestttare productive but do not prod
sufficient net revenues to return a profit aftec@mting for mining, operating and other costs.

Our operations may be curtailed, delayed or caededls a result of numerous factors, many of whiehkeyond our control, includi
economic conditions, mechanical problems, titlebfgms, weather conditions, compliance with govenmialerequirements and shortage
delays of equipment and services. If our drillimgi\dties are not successful, we will experienaaaterial adverse effect on our future resul
operations and financial condition.

There is a substantial risk that the properties weadrill will not eventually be productive or malgcline in productivity over time. We do
insure against all risks associated with our bissirieecause insurance is either unavailable oo#isaf coverage is prohibitive. The occurre
of an event that is not covered by insurance cbalte a material adverse effect on our financiataam.
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The impact of government regulation could adversalfect our business

Our business is subject to applicable domesticfarelgn laws and regulations, including laws andufations on taxation, exploration, ¢
environmental and safety matters. Many laws andlatigns require drilling permits and govern thespg of mines, rates of producti
prevention of waste and other matters. These ladsegulations may increase the costs and timingasfning, designing, drilling, installir
operating and abandoning our silver mines and dfdeilities. In addition, our operations are subjex complex environmental laws &
regulations adopted by domestic and foreign jucisnins where we operate. We could incur liabilibygovernments or third parties for i
unlawful discharge of pollutants into the air, smilwater, including responsibility for remedialsts.

The submission and approval of environmental impassessments may be required.

Environmental legislation is evolving in a mannérieh means stricter standards; enforcement, findspgnalties for noncompliance are n
stringent. Environmental assessments of proposgéqts carry a heightened degree of responsilfditycompanies and directors, officers
employees. The cost of compliance with change®ieigmmental regulations has a potential to redoegtofitability of operations.

Because the requirements imposed by these lawsegtations frequently change, we cannot assuretlyaiulaws and regulations enacte
the future, including changes to existing laws esgllations, will not adversely affect our busindasaddition, because we acquire interes
properties that have been operated in the pasth®srs) we may be liable for environmental damagesed by former operators. In Mexi
changes in government leadership and/or the uratiniz of workers could adversely affect our operai In China, political instability a
unexpected state intervention could adversely affacassets.

Decline in silver prices may make it commerciallyfféasible for us to develop our property and mayisa our stock price to declin

The value and price of your investment in our commabares, our financial results, and our explonatitevelopment and mining activities r
be significantly adversely affected by declinesha price of silver and other precious metals. eiprices fluctuate widely and are affectet
numerous factors beyond our control such as irnteatss, exchange rates, inflation or deflationgtilation in the value of the United St:
dollar and foreign currencies, global and regiswgply and demand, and the political and economiditions of silverproducing countrie
throughout the world. The price of silver fluctuaia response to many factors, which are beyondragiy prediction abilities. The prices u:
in making the estimates in our plans differ fronilydprices quoted in the news media. Because minicgurs over a number of years, it ma
prudent to continue mining for some periods dusitgch cash flows are temporarily negative for aietgrof reasons. Such reasons inclu
belief that the low price is temporary, and/or &xpense incurred is greater when permanently gasimine.

Weather interruptions in China may affect and delayir proposed exploration operations.

Our proposed exploration work in China can onlypeeformed approximately six to seven months outhefyear. The cold, rain and sr
make the roads leading to our claims impassibleyeyear during certain times from November to Mardfhen the roads are impassible,
are unable to conduct exploration operations omtimeral claim.

We may not have access to all of the supplies aratamals we need to begin exploration, which coutduse us to delay or suspe
operations.

Competition and unforeseen limited sources of dapph the industry could result in occasional sgfairtages of supplies such as dynami
well as certain equipment like bulldozers and eatans that we might need to conduct exploratiomvdfcannot obtain the necessary supj
we will have to suspend our exploration plans uméldo obtain such supplies.
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Risks relating to the market for our securities

Because the public market for shares of our commnsinck is limited, investors may be unable to reskdir shares of common stoc

Currently there is only a limited public market faur common stock on the OTCBB in the United Stafésis investors may be unable to re
their shares of our common stock. The developmeahactive public trading market depends uponetkistence of willing buyers and sell
who are able to sell their shares as well as maniedters willing to create a market in such shddesler these circumstances, the marke
and ask prices for the shares may be significanflyenced by the decisions of the market makerbug or sell the shares for their ¢
account. Such decisions of the market makers mayritieal for the establishment and maintenancea tifuid public market in our comm
stock. Market makers are not required to maintagomtinuous twcsided market and are free to withdraw firm quotaiat any time. W
cannot give you any assurance that an active ptraliing market for the shares will develop or bstained.

The price of our common stock is volatile, which sneause investment losses for our shareholders.

The market for our common stock is highly volatigving ranged in the last twelve months from a Ww$0.03 to a high of $0.21 on -
OTCBB. The trading price of our common stock on @ECBB is subject to wide fluctuations in respomseamong other things, quarte
variations in operating and financial results, gederal economic and market conditions. In addjtéatements or changes in opinions, rat
or earnings estimates made by brokerage firms ausiny analysts relating to our market or relatiagis could result in an immediate .
adverse effect on the market price of our commonkstThe highly volatile nature of our stock pricey cause investment losses for
shareholders. In the past, securities class alitigation has often been brought against compafukswing periods of volatility in the mark
price of their securities. If securities class aetlitigation is brought against us, such litigatioould result in substantial costs while diver
management’s attention and resources.

Shareholders may suffer dilution from the issuano& common stock, options, warrants and convertibletes to finance our operation.

All of our properties are in the exploration staged we will be required to raise additional cdpieater into joint venture relationships or {
alternative means to finance placing one or moreunfproperties into commercial production, if vearted. On February 15, 2011, we ent
into a Note and Warrant Purchase Agreement (thectrase Agreement”) with Tonaquint, Inc., a Utahpooation (the “Investor"whereby wi
issued and sold, and the Investor purchased: $Ba@ired Convertible Promissory Note of the Comparthe principal amount of $2,766,(
(the “Company Note”) and (ii) a Warrant to purchasenmon stock of the Company (the “Warrantt).connection with the transaction,
Company also issued the Investor 50,000 sharesrofron stock. Beginning six months after closingg thvestor has the right to conv
subject to restrictions described in the CompanyeNall or a portion of the outstanding amount lé Company Note that is eligible
conversion into shares of the Compangommon stock. Furthermore, the Warrant to puect@&6 million shares of common stock of
Company may be exercised at an exercise price .8D$fer share at any time within three years &fedruary 15, 2011. The conversion of
Company Note and exercise of the Warrant, in aolditd any other outstanding options, warrants, edihle notes, as well as potential fut
transactions, would result in dilution, possiblypstantial, to present and prospective holders ofraon shares.

On April 11, 2011, we issued two unsecured, coiitvernotes with a total principal amount of $40@PBearing interest at 6% per annum
maturing April 11, 2013. The notes are convertibte common stock, at the lendgeoption, at a 30% discount of any four tradingsdpsior tc
and including the date of conversion. On DecemBe2011, we issued a further two unsecured, coiilenmotes with a total principal amoi
of $400,000, bearing interest at 6% per annum aatlirimg December 15, 2013. The notes are converiiltb common stock, at the lender’
option, at a 30% discount of any four trading dasier to and including the date of conversion.

In addition, on April 19, 2011, we closed a coniet financing agreement with a privateigld US investment firm. The total planned fun:
amount is $3,000,000, with a total face amountovivertible notes issued totalling $3,150,000.

The conversion of the Company Note and exercig@efWarrant, in addition to any other outstandipgans, warrants, convertible notes
well as potential future transactions, would regulfilution, possibly substantial, to present andspective holders of common shares.
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Our common stock is considered to b¢ penny stock” which may make it more difficult for investors teH their shares.

Our common stock has been subject to the provisibi8ection 15(g) and Rule 183yef the Securities Exchange Act of 1934, as ame(ftie
“Exchange Act”), commonly referred to as the “perstigck” rule. Section 15(g) sets forth certain requiremémtgransactions in penny stou
and Rule 15g-9(d)(1) incorporates the definitionpefiny stock as that used in Rule 345af the Exchange Act. The Commission gene
defines penny stock to be any equity security treg a market price less than $5.00 per share, ciuigjecertain exceptions. Rule 3ab1-
provides that any equity security is consideretbégenny stock unless that security is: registaretitraded on a national securities exch
meeting specified criteria set by the Commissisauéd by a registered investment company; exclfrdetdthe definition on the basis of pr
(at least $5.00 per share) or the registeanet tangible assets; or exempted from the digfimiby the Commission. .Our common stoc
considered to be a “penny stock.” The SEC has a&doptles that regulate broker-dealer practicesormection with transactions irpénny
stocks.” As our common stock is considered to bentyy stock,”trading in our common stock will be subject to diddial sales practit
requirements on broketealers who sell penny stock to persons other déistaiblished customers and accredited investors. fily reduce ti
liquidity and trading volume of our shares.

Financial Industry Regulatory Authority, Inc. (“FINRA”) sales practice requirements may limit a shaxtier’s ability to buy and sell ot
common shares.

In addition to the “penny stockules described above, FINRA has adopted rulesrétuptire that in recommending an investment tostaruer

a brokerdealer must have reasonable grounds for beliefiagthe investment is suitable for that custome&nrRo recommending speculat
low priced securities to their non-institutionaktemers, broker-dealers must make reasonable ffodbtain information about the custonser’
financial status, tax status, investment objectaes other information. Under interpretations @< rules, FINRA believes that there is a
probability that speculative low priced securitigl not be suitable for at least some customelsIRA requirements make it more difficult 1
brokerdealers to recommend that their customers buy oeommon stock, which may limit your ability to buydasell our stock and have
adverse effect on the market for our shares.

We do not intend to pay dividends.

We do not anticipate paying cash dividends on aumroon stock in the foreseeable future. We may aethsufficient funds to legally p
dividends. Even if funds are legally available twyplividends, we may nevertheless decide in ow didcretion not to pay dividends. -
declaration, payment and amount of any future éind$ will be made at the discretion of our boardigéctors, and will depend upon, am
other things, the results of our operations, cémhd and financial condition, operating and capieguirements, and other factors our boa
directors may consider relevant. There is no asserdhat we will pay any dividends in the futuredaif dividends are paid, there is
assurance with respect to the amount of any swétiedtid.

As a public company, we are subject to complex leggad accounting requirements that will require us incur significant expenses and w
expose us to risk of non-compliance.

As a public company, we are subject to nhumerouallegd accounting requirements that do not applprieate companies. The cost
compliance with many of these requirements is nefarot only in absolute terms but, more imporarin relation to the overall scope of
operations of a small company. Our relative ineigrere with these requirements may increase theof@stmpliance and may also increase
risk that we will fail to comply. Failure to complyith these requirements can have numerous adeersequences including, but not lim
to, our inability to file required periodic repom® a timely basis, loss of market confidence angéwernmental or private actions agains
We cannot assure you that we will be able to comytr all of these requirements or that the cossuwdh compliance will not prove to b
substantial competitive disadvantage vis-a-vispivately held and larger public competitors.

Failure to achieve and maintain effective internatontrols in accordance with Section 404 of the SanesOxley Act of 2002 (th
“Sarbanes-Oxley Act”) could have a material adversect on our business and operating results.

If we fail to comply with the requirements of Sexti404 of the Sarban&3xley Act regarding internal control over financialporting or t
remedy any material weaknesses in our internakaotsnthat we may identify, such failure could reésalmaterial misstatements in our finan
statements, cause investors to lose confidenceauirraported financial information and have a negatffect on the trading price of «
common shares.
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Pursuant to Section 404 of the Sarba@etey Act and current SEC regulations, we are neguio prepare assessments regarding in
controls over financial reporting. In connectiorttwdur ongoing assessment of the effectiveness of our iatewntrol over financial reportir
we may discover “material weaknesses”our internal controls as defined in standardsdshed by the Public Company Accoun
Oversight Board, or the PCAOB. material weakness is a significant deficiency, @nbination of significant deficiencies, that restitt mor:
than a remote likelihood that a material misstatgmoéthe annual or interim financial statementt mot be prevented or detected. The PC/
defines “significant deficiencyas a deficiency that results in more than a rerikééhood that a misstatement of the financiatest@ents thi
is more than inconsequential will not be preverdedetected. We determined that our disclosurerolsnand procedures were not effectiv
December 31, 2011. Internal control over financglorting was also not effective at December 31,120

The process of designing and implementing effedtiternal controls is a continuous effort that riegsi us to anticipate and react to chang
our business and the economic and regulatory emviemts and to expend significant resources to @iairs system of internal controls the
adequate to satisfy our reporting obligations gmiblic company. We cannot assure you that the measmue will take will remediate a
material weaknesses that we may identify or thatwlleimplement and maintain adequate controls awer financial process and reporting
the future.

Any failure to complete our assessment of our imkcontrol over financial reporting, to remediaey material weaknesses that we

identify or to implement new or improved contrais,difficulties encountered in their implementati@mould harm our operating results, c¢
us to fail to meet our reporting obligations orule$n material misstatements in our financial etaénts. Any such failure could also adver
affect the results of the periodic management etmns of our internal controls. Inadequate inteowentrols could also cause investors to
confidence in our reported financial informatiorhieh could have a negative effect on the tradirigepof our common shares.

We may subject to shareholder litigation, therebiyetting our resources that may have a materialedft on our profitability and results «
operations. In fact, a lawsuit has been filed byavindividuals in China. This will require cash toefend against and may adversely afl
our share price.

As discussed in the preceding risk factors, thekatafior our common shares is characterized by fégmit price volatility when compared
seasoned issuers, and we expect that our shaeevpticontinue to be more volatile than a seasadseder for the indefinite future. In the p
plaintiffs have often initiated securities clasdi@t litigation against a company following periods§ volatility in the market price of i
securities. We are, and may in the future be, dhget of similar litigation. Securities litigatiomill result in substantial costs and liabilitiesd
will divert management’s attention and resources.

As discussed in Item 3, on page 31, two individueelse commenced legal proceedings against the Gomphile we believe it is witho
merit, regardless of the outcome, it will requiveding and attention by management, and will likediyersely affect our share price. The
hearing is scheduled in Beijing for April 18, 2012.

Compliance with changing regulation of corporate gernance and public disclosure will result in adiihal expenses and pose challen
for our management

Changing laws, regulations and standards relatingptporate governance and public disclosure, diofuthe Dodd-rank Wall Street Refor
and Consumer Protection Act, and the rules andatigns promulgated thereunder, the Sarbadeey Act and SEC regulations, have cre
uncertainty for public companies and significanif¢creased the costs and risks associated with siogeshe U.S. public markets.
management team will need to devote significanetand financial resources to comply with both éxgstand evolving standards for pul
companies, which will lead to increased general ahahinistrative expenses and a diversion of managetime and attention from rever
generating activities to compliance activities.

SHOULD ONE OR MORE OF THE FOREGOING RISKS OR UNCERTAINTIES MATERIALIZE, OR SHOULD THE
UNDERLYING ASSUMPTIONS PROVE INCORRECT, ACTUAL RESU LTS MAY DIFFER SIGNIFICANTLY FROM THOSE
ANTICIPATED, BELIEVED, ESTIMATED, EXPECTED, INTENDE D OR PLANNED.

Item 1B. Unresolved Staff Comments
Not applicable
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Item 2. Description of properties
Erbahuo
Property location and descriptic

Erbahuo is located at the common boundary of Kesailg county and Wenniute county in Inner Mongalidhin the Maoshandong village
Wenniute county. The property is about 1.2 km2. &sscto the property is 110km via paved highway fl©hifeng City to the village
Maoshandong and then west 10 km by unsealed rotig tproperty. The mine is an underground and qiemine. A 10kv electricity pow:
net passes through the concession and the elégideeer is adequate for mining purposes. The ptgdeas eight existing exploratory tunr
totaling about 800m in length. The property hasigding used as onsite offices and dormitory, whigds built in December 2006 at a cos
RMB235,000.

The neighboring exploration properties of Dadi, pandao, Aobaotugounao, Yuanlinzi, Zhuanxinhu anidi§&dnggou are all located witf
Keshiketeng County and cover a total area of 132.km
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Agreement:

On March 16, 2006, we entered into an agreemeatdaire certain mining and exploration rights te Erbahuo Silver Project by purchasir
60% interest in Sino-Top from Sino Silver (the “&s®urchase Agreement”). Sifl@p was an equity joint venture company originaligate:
under the Joint Venture Agreement dated April 1d03 between Sino Silver and certain other partiegsuant to the Asset Purch
Agreement, we acquired a 60% interest in Sino-Tiogh l’ecame a party to the Joint Venture Agreement-Eop holds the exploration a
mining rights to nine properties in the Erbahuo/&ilDistrict in Northern China (“Erbahuo ProjectsThe total purchase price was $650,
plus 4,000,000 shares of our restricted commorkstdtof which had been delivered to Sino Silveltdwing receipt of the requisite approv
to the transfer by the local Provincial DepartmefhtCommerce in China. In March 2007, we increased ioterest from 60% to 90%
exchange for 2 million restricted common share¢hefcompany. On May 9, 2007, we received apprawah fthe Ministry of Commerce
change the equity joint venture to a contractuigtjeenture. On June 10, 2008, we signed a leftértent with our stateswned Chinese Joi
venture partner Exploration Unit of North China Nemous Geological Exploration Bureau, also knowrHuaguan Industrial Corp. (“HIQ”
to sell a 50% equity interest in Siff@p, not including the Erbahuo mine, from SilvemBon in exchange for $4.5 million. With respecthe
Erbahuo mine, the then-ninth exploration propesyed by Chifeng Silver Dragon, a wholly owned sdizsiy of SinoTop, Silver Dragon
entitled to a 70% interest of afteax proceeds and HIC is entitled to 30%. On Noven#fe 2008, Gansu Shengda Group Ltd. (Sheng:
private Chinese conglomerate, agreed to acquire &2fte equity interests in Sino-Top from HIC, ®ivDragon’s statewned Chinese joi
venture partner. On January 21, 2010, Sino-Top th@dSaihanaobao and Liangdi Properties to ChiSéesteowned Entities for approximate
$4.2 Million.

Prior to entering into the Asset Purchase Agreerdestribed above, on April 14, 2005 we entered éntenture Agreement with Sino Sil
to acquire 50% of Sino Silvex’interest in the net proceeds from the sale otrals or the sale of mining rights as a resulthef éxploratior
evaluation, and development of the Aobaotugounapgaty located in the Erbahuo Silver District. Gdesation for the interest included ¢
payments of $350,000 over a two year period andstheance of 500,000 shares of our common stoclcl@ing, we paid $150,000 cash
issued 250,000 restricted common shares. In addii®00,000 restricted common shares were issupdrties who assisted in the transac
Three million of these shares were subsequentlymet to us and cancelled. The Venture Agreemestsuperseded by the Asset Purc
Agreement described above.

History

Silver was discovered in Erbahuo following analyisisthe Comprehensive Gross Exploration Departnitiet “Department”)from 1989 t
1992, when exploration was carried out for the paegpof finding the necessary silver reserves ptejeto be required to satisfy Chisa’
growing industrial demands. A geological survegadles of 1:10,000 and 1:2,000 has been completd®92, the Department committed
Nonferrous Metal Metallurgy Institute in Beijing twomplete the primary metallurgical trial. In 199he Department completed deta
geological survey work. From 1998 to 2002, exploratvas carried out leading to the eventual mirohgpproximately 30,000 tons of ore w
an average grade of 248.02 gpt silver at a cutp@ffle of 200 gpt Ag.

Operations

1. 2011 Sin-Top exploration project updates:

All fieldwork was completed at Aobaotugounao, Laog@ and Dadi in year 2011. Planning for 2012 egpion ani
mine development plans are in progre

° Dadi: 1,008 metres of tunneling was completed (ARt4 at 418m and the No. Il ore body mining tunaeb90.3m’
1,401 metres (4 holes) drilling was completed (Drilles: ZK1601 at 150.2m, ZK2201 at 350.2m, ZK03©300.3m ar
ZK1204 at 500.3m). 237 metres o-pit drilling was completed (hole ZK1401 at 114m a&i{1205 at 123m)

° Laopandao: 364.47 metres of tunneling was compl@édd PD3). Ore samples have been taken for metgili testing t
be conducted in 201

¢ Aobaotugounao: 1,152.7 metres (4 holes) of drilivas completed (Drill holes: ZK1501 at 270m, ZK11&1230.2rr
ZK1102 at 462m and ZK1901 at 190.51

¢ The Department of Commerce and the local foreigtharge administration have issued approval fortabpicreas
from $5.12 million to $7.27 millioi
2. Chifeng Silver / Erbahuo silver mine project updates:
¢ The construction of the leaching facility has beempleted. System debugging is in progress forgriaduction.
° The mining operation has stopped due to freezingthe, and about 15,000 tonnes of silver ore avekptled fo
processing
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Cerro las Minitas
Property location and descriptic

As noted elsewhere, we have written off our ownigrsifithe Mexican concessions, but if we are susftésn our Constitutional Rights Clai
the following will be applicable.

The Cerro Las Minitas property is located in thenitéis Mining District, approximately seven kilometenorth of the town of Guadalt
Victoria, Durango and 70 km northeast of the CityDorango, the capital of the state of Durango.dted in the municipality of Guadalt
Victoria, Durango, the property can be reached f@iodad Durango via Interstate Highway 40 (Toll Rpand Highway 40 (Free Access),
road from Francisco I. Madera to Cuencame. Fromd@luge Victoria, a graded dirt road leads nortth®property. About half of the prope
is located north of Interstate Highway 40 (a lirditeccess freeway) and an overpass over the highffayls access to the northern part of
property. The claims are located in the Minitas iM@nDistrict in the Mining Region of Guadalupe \bcia. The property consists of 15 min
concessions encompassing 1,413 hectares.

The nearby towns of Guadalupe Victoria and Ign&amirez are serviced by the commercial electricia gnd a regional transmission line
the Comision Federal de Electricidad (CFE) folldwterstate Highway 40. A 33,000 Kva power drop hasn extended from the CFE line
the Mina Pifia shaft and is serviceable, but in riaépair. Improvements on the property consist oktwork of graded dirt roads and var
mine buildings in a poor state of repair locatethim Puro Corozon — Santo Nino and Mina Pina — dedBa mining areas

EXPLANATION
Major Town

Small Town

Cerro Las Minitas
Other Projects
Mines

Highway

Faved

Paved Rural

\\\ e@@® « &

* Tucson

tleBen

Guatemala
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Agreement:

In a news release dated December 13, 2005, we aoceduhat we had entered into agreements to plechd®0% interest in the Cerro

Minitas Property. In March 2006, Silver Dragon coligated landholdings in the district and claimgevaow held by Silver Dragon Mining
Mexico S.A. De C.V, a wholly owned Mexican subsigliaf Silver Dragon Resources Inc. (“Silver Dragdexico”), by virtue of ‘Agreement
to Purchase” 15 of the mining concessions (colletyi the Purchase Agreement).

Under the terms of the Purchase Agreement witd@me Muguiro Pefia, the Company has earned 10@egttin ten mining concessions
payment of $450,000, plus 450,000 restricted comsf@res. All payments to Sr. Muguiro have been mbdeer the terms of the Purch
Agreement with Sr. & Sra. Ramon Davila Flores, @@mmpany has earned 100% interest in five miningcessions by payment of $245,C
All payments to Sr. and Sra. Flores have been made.

The surface access to the property is controllethbyGuadalupe Victoria and Ignacio Ramirez Ejidgiszer Dragon Mining de Mexico, S.
de C.V. has a surface agreement to cover the congnound of the Guadalupe Victoria Ejido that lieghin the Cerro Las Minite
concessions. Agreements with individual Ejido lamders are negotiated as needed to cover deedesl land

On August 12, 2010, Silver Dragon Mexico entergd Bn agreement with Ema Violante, wherein Ms. afité sold to Silver Dragon Mexi
five hectares of land for $15,564 in Guadalupe &fiet Durango, Mexico to be used to build a tagimpnd when the Company commel
construction of its mill.

The minimum annual work requirement for these ngréoncessions is approximately $19,500. Accordinthé Mining Law and Ruling, the
is an obligation to submit the evidence of the werpenditures to the authorities for propertiegdarthan 1,000 hectares. It is there
recommended that the required information for tfevipus reporting year be submitted annually eaely.M

History

There is little documentation regarding the histatyCerro Las Minitas, but local legend has it tBpaniards from the city of Victoria
Durango (now Durango City) discovered the silvenenalization at Cerro Las Minitas originally. Thistorical information presented her
has been gleaned from discussions with local miaedsoperators and the few previous evaluativertegoncerning the property that do exist.

The only two areas with significant exploitationtive district are the Santo Nifio-Puro Coraz6n am@bcona-Mina Pifia areas.

Sr. Carlos Villasefior discovered Ag-Pb-Zn-Cu mifizadion in the Santo Nifie®uro Corazén area in 1960. He explored the depibsts an
did minor exploitation of them until 1971, when beilt a small mill in the Velardefia district. Whéme mill became operational, mining \
stepped up and ores were shipped to the Velardéiitonbe processed. After attention was drawnhe &area by the Villasefior operatic
exploration by others discovered the depositsénLil Bocona-Mina Pifia area to the east.

The majority of the mining at Cerro Las Minitasréported to have been done during the period 197884, but has continued intermittel
until the present. The mines were idle from 192002 due to problems with mine water and the dnométal prices. Intermittent, smaitale
exploitation of the deposits in the Puro Corazd®anto Nifio area continued until 2005 and operatiorthe Mina Pifia La Bocona are
continued to late 2006.

The Consejo de Recursos Minerales (“CRMigs been giving support to the miners in the aireesl977. In 1979, CRM completed 834.t
of diamond drilling in seven holes on the Mina Pé#rtaa, which belonged at that time to Mr. Santiggtdez. Mr. Valdez exploited the mi
until 1997, when he suspended operations due tarye in metal prices. CRM discovered additionahenalization in their drilling, but r
further exploration or development of those discmsehas been done. CRM delivered drill and ass#gy @ the operators in the district with
interpretation.
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In 1981, CRM continued its support of the developtref the district, completing 77m of shaft and 86frcrosscut to cut the upper, oxidi.
portion of the La Bocona deposit. Following thatrkyoSr. Jaime Muguiro deepened the Mina Pifia shadther 59 metres to reach the
level. A 140metre crosscut was driven, encountering a numb#himinineralized horizons and the Huisache mirnzegdlchimney. Sr. Mugui
then suspended operations due to problems withrivetew.

In 1995, Minas de Bacis completed a ¢ evaluation of Cerro Las Minitas, which congisté analysis of previous data, inspectiol
accessible workings and analysis of surface geoliMjpas de Bacis began negotiations to acquirecthrecessions in the district. Thi
negotiations were unsuccessful and Minas de Baitiglrew. A summary report of Minas de Bacis findirftas been located, but much of
data used as the basis for the conclusions irefh@rt has not.

From 1999 to 2000, Minerales Noranda, SA de CV ¢rdhda”) optioned the properties and completed an explorgifogram including 8¢
soil and rock samples, an aeromagnetic survey cayehe entire district, and seven widelgaced diamond drill holes (3886 metres t
within the Cerro Las Minitas Dome. Results were cemaging but not up to Norandaexpectations and they abandoned the pro
Unfortunately, the original Noranda data has narbfund and all that has been located is fragmgu@a presented in a summary repol
Proyectos Minerales y Topografia, S.A. de C.V. (80Most of the core from Norandadrilling has been located and a partial reexatitinai
that core has been made to confirm data usedimastg the inferred mineral resource reported inet@ontinued reexamination of that co
is ongoing, as Noranda's drill logs have not besovered.

Minera Real Victoria (“MRV”) acquired leases orpmcessions in the Puro Corazérganto Nifio area in 2005 and began a progra
exploration in the area. In May 2005, MRV begarvidg a 2.5m X 2.5m decline into the old Puro Coraz8anto Nifio workings to devel
resources believed to be present there. MRV dr@@enietres of workings to connect with level 2 a Puro Corazon workings and to mal
preliminary exploration of the near surface portawfnthe La Chive mineralized zone. That work wakdthin November, 2005 when MF
entered negotiations with Silver Dragon Resourbres,to acquire the property. The sampling and uesm assessment started by MRV waz
completed, but fragmentary data from that work leen recovered.

Operations

Silver Dragon Mining de Mexico, S.A. de C.V. signadreements to acquire a 100% interest in the ptiepethat now constitute t
Companys holdings in the district in March 2006. At thanh¢, geologists began compiling and analyzing axgstlata for the propert
Examination of that data showed that it was inadézjtio guide further exploration operations andagmam of rehabilitation, mapping
sampling existing workings on the property begancdmbined reverseiculation and diamond drilling program to testntiouity ol
mineralization at depth commenced in May of 200@veén holes were drilled for 2915 metres. Nineha €leven holes have been sam
logged and assayed. Analysis of the two remainialpshwill be completed when geotechnical persorarel available. The mine is
underground mine. On October 28, 2008 we signeaiga@ement to purchase a mill at a price of $245,b@0uding approximately $20,000
delivery and assembly. We have written off our detpon the mill as part of the write-off of our Mean assets.

Mineralization and rock formatio

Cerro Las Minitas is located within the geomorppiovince of the Mesa Central (Altiplano) of Mexicoorthwest of the Sierra Mac
Occidental in the State of Durango. In Durango, Mesa Central is a broad plain at about 2000 mettegtion traversed by NW trend
mountain ranges separated by broad MEwding valleys. Within this province, Cerro Lasnias lies within a belt of prolific Au, Ag, Pb,n
and Cu deposits that stretches from the highly yetide vein deposits of Fresnillo in Zacatecashi® $outh, to the massive manto deposi
Santa Eulalia in Chihuahua to the north. This lludes the productive replacement deposits of dartin, Santa Eulalia, Santa Barbara
Naica, as well as the rich vein deposits of Frésnitl Bote, San Jose and various oth

The basement rocks of Mexico are nhow known to bepmsed of an assemblage of tectstratigraphic terranes derived from the Palec
Appalachian origin and the Mesozoic of the Atlargtied Gulf of Mexico combined with basement rockshef North American Cordillera. T
assemblage includes deformed Rambrian intrusives and sediments, deformed Loweévlitldle Paleozoic sediments and Lower Mesc
sediments which are all covered with a thick susicesof Mesozoic sedimentary and volcanic stratesg are covered by a thick successic
Tertiary sediments and volcanics and cut by nuneef@rtiary intrusives.

Cerro Las Minitas is located within the Parral ¢eextstratigraphic terrain near the regional fault threrks the contact between the P
terrain and the Sierra Madre Occidental terraine Prarral terrain is characterized by a thick Latesdkoic, miogeoclinal marine seque
deposited on a basement of Lower Mesozoic, eugebtaghsedimentary and volcanic strata. The Paeahin is host to some of Mexie’
larger Au, Ag, Pb, Zn and Cu replacement depacsitsh as Santa Eulalia, Naica, Villardefia, San Mamid Santa Barbara.
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Item 3. Legal proceedings
China

In December, 2010, shareholders of the Companyvweta letter from a shareholder which contained it@ms. The first was a copy of a le
proceeding filed in China and the second was &rlattaking certain allegations regarding Silver ragnd its management. The le
proceeding was filed by two shareholders and sotgyhitvalidate our sale in 2008 of 50% of Sanheo$op Resources & Technologies, |
We believe that the legal proceeding was frivoland wholly without merit. The sale in question waade to a Chinese governmentnec
entity, after the receipt of approval by the Minjsbf Commerce in China. The second item was @rlettritten by a purportedMinority
Shareholder Committee¢laiming that it had initiated the proceeding. Tetkter alleged that the Company and its managemeahtengaged
various improper and illegal activities. We, on el occasions, through our legal counsel in séwenantries, have asked that individua
cease and desist, and subsequently filed a WBuaimons in the High Court of the Hong Kong SpeAininistrative Region, Court of Fil
Instance claiming damages for libel, an injunctéord other relief. On May 4, 2011, judgment was giirefavor of the Company for dama
for libel, malicious falsehood, interest and costgh amounts to be assessed by the court. Theheatding has been scheduled in Beijing
April 18, 2012.

Mexico

Our Mexican subsidiary has been subjected to itegijies that it is seeking to redress. Legal pealiegs were heard and decided on an ex
basis, without notice to us that resulted in ouxMan subsidiary losing title to its mineral assétsDecember 2010, we became aware o
situation, and are now taking steps through thetsdn Mexico to redress the situation. We have mamced a Constitutional Rights Clz
before the Federal Court in the City of Durang@npised on procedural irregularities. The court pealings are continuing in Mexico. Varic
hearing have been held and further court dates bese scheduled, but to date the court has natsetkeits judgement.

Financing

As an element of our ongoing financing program,January 27, 2011, the Superior Court of the Stat€atifornia for the County of L¢
Angeles entered an Order Approving Stipulation Settlement of Claim in the matter entitled SocilG [T, Ltd. v. Silver Dragon Resourc
Inc. The order provides for the settlement of Seci405,981.49 claim against us, which they pureddsom seven creditors.

Pursuant to the order, we initially issued to Se@000,000 shares of our common stock, repregeagiproximately 8.28% of the total num
of shares outstanding. We issued the shares enogliupon the exemption from registration providgdsection 3(a)(10) of the Securities
of 1933, as amended. Such shares were issued hamye for the Claims pursuant to the Order of therC which determined that st
exchange was fair to Socius following notice to @wurt of our intent to rely upon the exemption angearing of which Socius received nc
and in which it participated.

The total number of shares issued to Socius wasstedj on the 21st trading day following the datemich they were issued as follows:
number of Volume Weighted Average Price (VWAP) sisawere less than the number of shares issuecharefdre Socius have returned
cancellation 3,116,104 shares which equals therdiffce between the number of VWAP Shares and tmdeuof shares originally issued. -
number of shares is equal to (i) $405,981.49 pR&ED1.32 of Sociudegal fees divided by 75% of the VWARP of our comnsbock over th
20-day trading period immediately following the datewhich the shares were originally issued. Thel fimanber of shares issued to Socit
5,883,896.

Item 4. Mine Safety Disclosures
Not applicable

31



Part Il
Item 5. Market for common equity and other sharehodler matters

Our common stock is quoted on the Over-the-CouBtéletin Board (“OTCBB”)under the symbol "SDRG." On February 17, 2012,|&st
reported sale of our common stock as reported @e®fRCBB was $0.045 per share. The following tablews the quarterly high and low tr:
prices on the Over-the-Counter Bulletin Board. Thiees reflect inter-dealer prices, without retark-up, markdown, or commission al
may not represent actual transactions.

Our common stock commenced trading on the OTCBBanuary 1, 2001, and trading has been limited dimee; there can be no assur:
that a viable and active trading market will deyel®here can be no assurance that even if a maret developed for our shares, there wi
a sufficient market so that holders of common stegkbe able to sell their shares, or with respecany price at which holders may be ab
sell their shares. Future trading prices of our mmm stock will depend on many factors, includingoag others, our operating results anc
market for similar securities.

The following sets forth the high and low closiradesprice for one share of common stock on the OBCB

Sales Price on the
Over-The-Counter Bulletin

Board ($)
High Low
Fiscal Year Ended December 31, 201
First Quarte 0.21 0.07
Second Quart 0.21 0.1C
Third Quarte 0.1t 0.0¢
Fourth Quarte 0.09¢ 0.0z
Fiscal Year Ended December 31, 201
First Quarte $ 044 $ 0.22
Second Quart $ 03¢ $ 0.1¢
Third Quarte $ 0.2¢ $ 0.15¢
Fourth Quarte $ 0.2t $ 0.07

Holders
As of March 2, 2012, there were approximately 3®drsholders of record of our common stock.
Dividends

We have never paid and do not intend to pay anly daddends on our common stock for the foreseeflilee. We currently intend to ret;
any future earnings for reinvestment in our businésy future determination to pay cash dividendl$ lve at the discretion of our board
directors and will be dependent upon our financaaidition, results of operations, capital requirateeand other relevant factors.

Equity Compensation Plan Information
The 2002 stock option plan which is no longer ie uss cancelled by the board of directors on Mag;2011.
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Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securities

On January 18, 2011, the Company issued 50,00@slwdrrestricted common stock to a company, putstmathe signing of a term sh
proposing $2.5 million of convertible debt finangifor the Company, for fair value of $5,400.

On January 25, 2011, the Company issued 1,4106®00on share purchase warrants to directors andutants at an exercise price of $(
exercisable for a period of three years from the d&issuance.

As an element of the Compasyongoing financing program on January 27, 2014 Sthperior Court of the State of California for @eunty o
Los Angeles entered an Order Approving StipulafmnSettlement of in the matter entitled Socius [L&td. v. Silver Dragon Resources |
The order provided for settlement of Socius GQLtd.'s (“Socius”) $05,981 claim against the Company. Socius purchdsedlaims fror
seven creditors of Silver Dragon. On January 28,12aGhe Company issued 9,000,000 shares of comrtomk $0 Socius and Soci
subsequently returned 3,116,104 shares for catioella

On January 31, 2011, the Company issued 15,00@slodurestricted common stock to an individualifmestor relation services provided,
fair value of $1,500.

On February 15, 2011 the Company issued 8.6 mifiltare purchase warrants to an investor, as parfinhncing arrangement (note 10) a
exercise price of $0.50 for a period of three ydéiam the date of issuance.

On February 17, 2011, the Company issued 250,08 ghurchase warrants to a company at an exenéeeqf $0.07 exercisable for a per
of one year from the date of issuance.

On February 23, 2011, the Company issued 100,0@@eshof restricted common stock to an individualspant to an addendum to
agreement signed October 7, 2010, for fair valugl&,400.

On April 20, 2011, the Company issued 125,000 shafeestricted common stock to a law firm for legarvices provided in connection w
the convertible financing agreement closed on Ail2011, for fair value of $20,000.

On May 20, 2011, the Company issued 400,000 angd@BGhares of restricted common stock for seryicegided in connection with inves
relations, for a fair value of $45,400 and $83,62&pectively. On August 24, 2011, the Company déett&50,000 shares since the contrac
services was cancelled.

On May 27, 2011, the Company closed a private pi@cd and issued 1,250,000 units at $0.10 per oniaftotal of $125,000. Each v
comprises of one common share and one common pbherkase warrant. Each warrant of this type beksgyagsable for a period of 12 mon
to acquire one common share at an exercise prig6.ap.

On May 27, 2011, the Company issued 1,250,000 wesraxercisable for a period of 24 months to aeqaite common share at an exel
price of $0.50.

On June 16, 2011, the Company issued 50,000 sbarestricted common stock for services provideddannection with investor relations,
a fair value of $5,000.

On June 16, 2011, the Company issued 100,000 consmare warrants for services provided at an exengike of $0.12 exercisable fa
period of one year from the date of issuance,donfalue of $3,946.

On August 10, 2011, the Company issued 100,000 aomshare warrants to an employee at an exercise pfi$0.15 exercisable for a pei
of two years from the date of issuance, for falugaf $6,139.

On December 8, 2011, the Company issued 1,562%0@s at $0.08 per unit for a total of $125,000.

During the year ended December 31, 2011, the Coyniganed 5,010,000 shares pursuant to the conweesia note of $185,380 principal ¢
$103,105 interest.

During the year ended December 31, 2011, an investated to convert two outstanding notes paytdiiing $318,100 plus accrued inte
of $3,353. The Company issued a total of 8,686gt28es.

During the year ended December 31, 2011, the Coyniganed 6,350,000 free trading shares pursuahetoonversion of a note with a bala
of $392,085 principal.
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During the year ended December 31, 2011, an inve$toted to convert six outstanding notes paytdibding $340,000 plus accrued inte
of $13,600. The Company issued a total of 6,548st4es.

The forgoing transactions were made in accordarites&ction 4(2) and/or Rule 506 of Regulation Rienthe 1933 Act.
Item 6. Selected Financial Data

Not applicable

ltem 7. Management’s Discussion and Analysis and & of Operation

Management’'s Discussion and Analysis of Results éfinancial Condition and Results of Operations (“MD&A”) should be read ir
conjunction with the financial statements includedcherein. Further, this MD&A should be read in conjunction with the our Consolidatec
Financial Statements and Notes to Consolidated Finaial Statements, included in this Annual Report onForm 10K, for the years
ended December 31, 2011 and December 31, 2010, afl as the “Business” and “Risk Factors”sections of this Annual Report on Forr
10-K. Our financial statements have been preparediaccordance with GAAP.

Overview.

Our primary objective is to explore for silver miaks and, if warranted, to develop those existirigemal properties. Our secondary objecti
to locate, evaluate, and acquire other mineral gnttgs, and to finance our exploration through sgoi debt financing, by way of joint vent
or option agreements or through a combination ¢fi.bo

Plans for the Year 2012

Our plan for 2012 is to continue move forward ommpions as well as corporate matters. For operstiie main plans are to invest furthe
advanced stage exploration at the Chinese propewtigile applying for mining licenses at the twaghip properties, Dadi and Laopandao,
scale up production at the Erbahuo mine during 2Qi2the corporate side, we plan to raise furtlagital (equity and possibly debt), ant
resolve the various legal matters listed elsewhretkis Annual Report.

Cash Requirements.

Our current levels of cash and funding will notsadficient to fund our business as currently plahfee 12 months. We will need signific:
additional funds to continue operations, which waymot be able to obtain. We estimate that we maisé approximately $5 million over 1
next 12 months to fund our operating requirements.

Critical Accounting Policies

The preparation of financial statements in confeymvith GAAP requires management to make estimates assumptions that affect
reported amounts of assets and liabilities anddikelosure of contingent assets and liabilitieshat date of the financial statements anc
reported amounts of revenues and expenses duengpiorting periods. These estimates are basedaaagemens best knowledge of curre
events and actions the Company may undertake ifiuthee. Significant areas requiring the use ofnestes relate to mineral rights, eqt
investment, plant and equipment, and stbaked compensation. Actual results could diffemftbese and other estimates. These estimat
reviewed periodically and as adjustments becomesseey, they are reported in earnings in the réispgueriod.

We have identified below certain accounting poBdieat we believe are most important for the pgaraf our current financial condition a
results of operations. Our significant accountiradiqgies are disclosed in Note 3 to the Consoliddtgthncial Statements included in -
Annual Report on Form 10-K.
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Mineral Rights

We record our interest in mineral rights at costplBration costs are expensed. Costs associatédarguisition and development of min
reserves, including directly related overhead ¢@sts capitalized and are subject to ceiling tesensure the carrying value does not excee
fair value.

Investments in unproved properties and major eapilom projects are not amortized until proved resgrassociated with the projects ca
determined or until impairment occurs. If the réswf an assessment indicate that the propertesngpaired, the capitalized cost of
property will be added to the costs to be amortiad@ presently have no proven reserves. Where asgrof future net cash flows are
available and where other conditions suggest impait, management assesses whether the carryingsvedin be recovered. If the carn
values exceed estimated recoverable values, tieecottts are written-down to fair values with thé&evdown expensed in the period.

Equity Investment

Equity investments are entities over which we eigersignificant influence but do not exercise cohffhese are accounted for using the et
method of accounting in accordance with APB 18 aredinitially recognized at cost net of any accuated impairment loss. Our share of tt
entities’ profits or losses after acquisition of dnterest is recognized in the statement of op@ratand cumulative posisquisition movemer
are adjusted against the carrying amount of thestment. When our share of losses on these invettraguals or exceeds the carrying am
of the investment, we only recognize further lossbsre we have incurred obligations or made paysentiehalf of the affiliate.

Off Balance Sheet Arrangements

We do not have any off balance sheet arrangememisndractual obligations that have had or areaeakly likely to have a material curren
future effect on our financial condition, changedinancial condition, revenues or expenses, resiilbperations, liquidity, capital expenditt
or capital resources that have not been disclosedii financial statements.

Results of Operations for the Years Ended Decembé&1, 2011 and 2010
Revenues and Loss

During the years ended December 31, 2011 and 20&0did not have any revenues, as planned sinceomeséd on exploration a
development activities.

During the years ended December 31, 2011 and 2@4.@pcurred losses of approximately $4.0 milliord &4.3 million, including losses frc
operations of $2.2 million and $4.8 million respeely. The higher loss in 2010 was due to the woieof our Mexican operation, as discus
above. General and administrative expenses wem@sdpgately $2.2 million in 2011, consistent to 2010

Liquidity and Capital Resources

As of December 31, 2011, we had cash on hand abappately $115,000 and total current assets of@pmately $2.6 million. In additio
we had current liabilities totaling approximately.3 million, for working capital deficit of $2.6 flion, compared to a working capital deficit
approximately $1.7 million at December 31, 2010ribg 2011, we have been dependent on the issudromaronon stock and loans to pay
expenses.

On January 11, 2011, we issued a convertible nateawprincipal amount of $65,000 which was paidut on July 25, 2011. On March 1,
issued a convertible note with a principal amoun$s5,000 which was paid in full on September 2012 On April 8, 2011, we issuel
convertible note with a principal amount of $50,8@0ich was paid in full on October 27, 2011. On Asg24, 2011, we issued a converl
note with a principal amount of $55,000, due on N2&y 2012. On November 30, 2011, we issued a ctibleenote with a principal amount
$75,000, due on September 5, 2012. The notes bemest of 8% per annum and are unsecured. The aoteconvertible into common stc
at the lendes option, at a discount to the average of the tlowest closing prices of the common stock durimg 10 trading day period pr
to conversion. The lender has agreed to restsahtlity to convert the notes and receive shafesmmon stock such that the number of sk
of common stock held by them and their affiliateghie aggregate after such conversion or exerass dot exceed 4.99% of the then is:
and outstanding shares of common stock.
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As part of our ongoing financing program, in oréeidischarge some accounts payable, on Januai3021, the Superior Court of the Stat
California for the County of Los Angeles enteredaader approving a Settlement of Claim in the mattetitted Socius CG II, Ltd. v. Silv
Dragon Resources Inc. The order provided for tieseent of a claim by Socius for $405,981.49. @nuhry 28, 2011, we issued 9,000,
free trading shares to Socius. On March 2, 201tjuSagreed to return to us for cancellation 3,104,shares. For further information ple
see our Form 8-Ks filed January 28, 2011 and M&r@011.

On February 15, 2011, we closed a convertible firrap of $2.5 million bearing interest of 5.5% pemam over a fougear period, wit
consideration of $500,000 paid at closing and $2@I0 paid in a series of ten notes (note 6(aph dathe principal amount of $200,000,
on or before the earlier of (i) 49 months from kelvy 15, 2011, or (ii) subject to certain condifpa series of dates beginning on Septe
15, 2011 and following on the 15th of each montiréafter. We have the right to offset the paymératny unpaid note receivable subjec
certain conditions. In exchange for the note remlglir issued, we issued a convertible note payalfite avface amount of $2,766,000 1
February 15, 2015, which represents the $2,500p200 or to be paid to us by the investor and ofkes and expenses. The investor
received a warrant to purchase 8.6 million comnimaress of the company at an exercise price of $0es&Ghare at any time within three y¢
after the date of issuance.

The proceeds of the financing were allocated betvthe convertible notes payable ($1,938,233), diated warrants ($242,090), the rel:
expenses ($343,391), and the beneficial converfgature ($242,786) based upon their respectiveviaines in accordance with ASC -
(“Debt”). The difference between the face value of the cdiblernotes payable and the allocated value isgoelrarged to interest expe
over the term of the convertible notes payable. Tdie value of the beneficial conversion featurdl vaie allocated over the term frc
commitment date to the maturity date of the coriblertnotes payable. Contingent beneficial converseatures will be recognized when
outstanding conditions have been met and will bertimed from the date of recognition to the magudate of the convertible notes paya
The fair value of the warrants and the related egps will be allocated over the term from the cotnmant date to the maturity date of
convertible notes payable.

On April 11, 2011, we issued two unsecured, coiitvernotes with a principal amount of $100,000 380,000, bearing interest at 6%
annum and maturing April 11, 2013. This reflectsoaiginal issue discount of 4% and the sale of ¢hestes to the holder for $96,000
$288,000 respectively. The notes are convertitiie @mmon stock, at the lendemption, at a 30% discount of any four tradingsdpsior tc
and including the day of conversion. As considergtive received a note receivable.

On December 15, 2011, we issued two unsecured ectilofe notes with a principal amount of $150,00@ 250,000, bearing interest at
per annum and maturing December 15, 2013. Thisa®sflan original issue discount of 4% and the shithis note to the holder for $144,(
and $240,000 respectively. The notes are converitildb common stock, at the lendedption, at a 30% discount of any four tradingsdpsiol
to and including the day of conversion. As consitien, we received $150,000 cash and the notevaulei for $250,000.

On April 19, 2011, we closed a convertible finagcagreement with a privatelyeld US investment firm. The total planned fundamgount i:
$3,000,000, with payment consisting of $1,000,000ugh a convertible promissory note and four $800 promissory notes, bearing inte
at a 5% one-time interest charge on the principal due on maturity, secured and collateralizechieyiénder.

The initial note provides for $1,000,000 in thenfoof cash payments to be made to us accordinguoding schedule expiring 180 days &
an effective registration statement covering thsales of the shares of common stock issuable upawmeesion of the note, assuming cer
share volume and prices are met. The registrataeraent became effective on May 19, 2011. $650v@8% paid to us. $100,000 is curre
due and $250,000 is due on or after November 191 Z8ote 6(c)). The subsequent notes each aggr&§a@ 000 consideration, total
$2,000,000, which are secured and collateralizedr the remainder of the thrgear period. The total face amount of the conviertiiote:
issued is $3,150,000, which represents $3,0000®@@ tpaid to us and other fees and expenses taibegthe lender. The difference betw
the fair value of the convertible note payable #mlallocated value is being charged to interepepese over the term of the convertible

payable. The fair value of the beneficial convansieature as at December 31, 2011 is $802,083.fAihe@alue of the beneficial convers
feature will be allocated over the term from thencoitment date to the maturity date of the convéatitnte payable.
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We will need additional capital in order to finanger obligations and to continue our attempt tousregviable properties and to finance
administrative costs including, but not limited kegal and accounting fees. Our management is sgekdditional capital. However, there is
assurance that this needed capital can be raisttros acceptable to us.

Going Concern

Our consolidated financial statements have beesepted on the basis that we are a going conceiinhwbntemplates the realization of as
and the satisfaction of liabilities in the normalicse of business.

As of December 31, 2011, we had an accumulateditefiapproximately $40.1 million. Our continuati@s a going concern is uncertain
dependent on successfully achieving future praftaiperations and obtaining additional sourcedradricing to sustain our operations. In
event we cannot obtain the necessary funds, it élinecessary to delay, curtail or cancel our egfitn programs. We plan to pur:
additional financing; however there can be no asme that we will be able to secure financing wheeded or obtain such on te
satisfactory to us, if at all.

The consolidated financial statements do not irelady adjustments to reflect the possible futufece$ on the recoverability and classifica
of assets or the amounts and classification ofliiegs that may result from our possible inabiltty continue as a going concern.

As shown in the accompanying consolidated finarsialements, we incurred a large net operatingitofite year ended December 31, 2
and had significant unpaid notes payable. Thederfacreate an uncertainty about our ability totitre as a going concern. Our manage!
has developed a plan to raise additional capitat.aDility to continue as a going concern is depemdn the success of this plan.

Iltem 7A. Quantitative and Qualitative Disclosures @éout Market Risk
Not applicable
Item 8. Financial Statements and Supplementary Data

The financial statements required by this Iltem,abeompanying notes thereto and the reports opinigent accountants are included, as
of this Form 10-K immediately following the signatuypage.

Item 9. Changes In and Disagreements with Accountason Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Evaluation of disclosure controls and procedu

Under the supervision and with the participatioroof senior management, including our chief exeeutifficer and chief financial officer, \
conducted an evaluation of the effectiveness ofitsgn and operation of our disclosure controts @mocedures, as defined in Rules 15¢e’
and 15d-15(e) under the Securities Exchange AtB8#, as amended, as of the end of the period ed\®y this annual report (th&valuatior
Date”). Based on this evaluation, our chief executive effiand chief financial officer concluded as of Eaaluation Date that our disclos
controls and procedures were not effective suchttteinformation relating to the Company, inclwgliour consolidated subsidiaries, requ
to be disclosed in our SEC reports (i) is recorgedcessed, summarized and reported within the pienmds specified in SEC rules and for
and (ii) is accumulated and communicated to ouragament, including our chief executive officer ahief financial officer, as appropriate
allow timely decisions regarding required discl@suvlaterial events occurred in Mexico over the fiastyears that were not reported to t
office on a timely basis, as reported above on dagd-urther, management has been unable to estabht disclosure controls and proced
are operating effectively to ensure that eventsteantsactions occurring in Mexico are recordedcessed, summarized and reported withi
required time periods. Management is of the vieat tontrols over its operations in Canada and Chieaffective.

Report by Management on Internal Control over FitiahReporting

Our management is responsible for establishingraaithtaining adequate internal control over finahoeporting, as defined in the Securi
Exchange Act of 1934 Rule 13a-15(f). The framewasked by management to evaluate internal controds fimancial reporting isnternal
Control — Integrated Frameworkssued by the Committee of Sponsoring Organizati®®SO), as implemented by their subsec
publication Internal Control over Financial Reporting —Guidander Smaller Public CompanieBased on this evaluation, manager
concluded that our internal control over finangighorting was not effective as of December 31, 2@Etause we did not obtain compls
internal control questionnaires and process desani® from our subsidiary in Mexico. In additiomet weaknesses referred to above u
Evaluation of disclosure controls and procedualso lead us to believe that our internal contk@rdinancial reporting was not effective a:
December 31, 2011.
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Changes in internal controls
There were no changes to internal controls in 2011.
Limitations of Internal Control

Our management, including our chief executive effiand chief financial officer, does not expect tar disclosure controls and procedure
our internal controls will prevent all error and &hud. A control system, no matter how well coned and operated, can provide ¢
reasonable, not absolute, assurance that the migiecf the control system are met. Because ointherent limitations in all control systems,
evaluation of controls can provide absolute assigrahat all control issues and instances of fraludny, within the company have be
detected. These inherent limitations include tladities that judgments in decisionaking can be faulty, and that breakdowns can doecaus
of a simple error or mistake.

Additionally, controls can be circumvented by timelividual acts of some persons, by collusion of womore people, or by managen
override of the control. The design of any systdroamtrols also is based in part upon certain agpsioms about the likelihood of future eve
and there can be no assurance that any desigswitieed in achieving its stated goals under a#irgiatl future conditions. Over time, conti
may become inadequate because of changes in acorglitir the degree of compliance with the policieprocedures may deteriorate. Beci
of the inherent limitations in a cost-effective trmhsystem, misstatements due to error or fraug atgur and not be detected.

The design of any system of controls also is ba&sqwhart upon certain assumptions about the likelthof future events, and there can b
assurance that any design will succeed in achieitlgtated goals under all potential future cdodg; over time, controls may beca
inadequate because of changes in conditions, odéigeee of compliance with the policies or procedumay deteriorate. Because of
inherent limitations in a cost-effective controbsym, misstatements due to error or fraud may caedmot be detected.

CEO and CFO Certifications

Attached as Exhibits to this Form 10-Q are Cedifiens by the CEO and the CFO, in accordance wéttti@n 302 of the Sarbané&x<ley Act
of 2002.

Audit Committee report

The audit committee was formed in the fourth quaofethe previous fiscal year. The board of direstbhas determined that both Cha
McAlpine and Glen MacMullin, as members of our AuGommittee, are audit committee financial expeftise audit committee's prime
function is to provide advice with respect to omahcial matters and to assist our Board of Dinecto fulfilling its oversight responsibilitis
regarding finance, accounting, and legal compliancEhe audit committee charter is published on ourebsite &
www.silverdragonresources.com

Item 9B. Other Information

None.
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Part Il

Item 10. Directors, Executive Officers, and Corporée Governance

Directors and Executive Office

Information about our directors and executive @fficas of March 2, 2012 is set forth below:

Date of first election or
Name Age Position appointment

Executive Officers

Marc Hazou 47 Chief Executive Officer, President and Direc November 5, 200
Jeffrey Sherma 56 Chief Financial Office September 8, 201
Alessandro Mott: 41 Vice President, Investor Relatio October 5, 201!
Directors

Manuel Char 61 Director August 7, 200"
Charles McAlpine 77 Director September 28, 201
Guogiang Hac 57 Director June 18, 200
R.Glen MacMullin 41 Director December 6, 200

A brief biography of our directors and executivdiagrs follows. Each director has been electedetwes until our next annual meeting
shareholders and until his successor has beereélantl qualified. Each executive officer servebeaitdiscretion of our board of directors.

Mr. Marc Hazout, age 47, founded Silver Dragon Resources Inc. ancmily serves as a Director, President and CEQ.Hé4zout bring
over 10 years of experience in public markets,fteaand business operations to Silver Dragon Ressunc. Over the past several years,
Hazout has been involved in acquiring, restructyiamd providing management services as both atdirand an officer to several publi
traded companies. In 1998, Mr. Hazout founded aaxibdeen President and CEO of Travellers Internaltime., a private investment bank
firm headquartered in Toronto. Travellers has bagalved in a multitude of successful capital markansactions, and over the past few y
has focused on building relationships in China wiith objective of participating in that country'snhendous growth opportunities. Mr. Haz
attended York University in Toronto studying Intational Relations and Economics. He attended Theadian Securities Institute, al
which, he traded equities with a securities firmToronto. Mr. Hazout speaks English, French, Hebmed Arabic as well as some Spanish
Italian. The determination was made that Mr. Hazhduld serve on our Board of Directors due toféwe that he is a founding member
CEO of the company, possesses significant experiémsecurities and capital markets and brings>densive network of relationships
China.

Mr. Jeffrey Sherman , age 56, has had extensive experience as a diraetbCFO of numerous corporations, written overb20ks, an
lectured extensively on finance, treasury and guaece, including as an adjunct professor at Yorkvésity for 15 years, and execut
development and other programs for the institufe€tmartered Accountants across Canada since 1980mbist recent books includeast
Management Toolki, andFinance and Accounting PolicyProboth published by the Canadian Institute of Girad Accountants., and -
four-volume Controllership Guide, published by ThomsoReuters/Carswell. From 1999 to present Mr. Shermas been President
Anagram Services, a consulting company, and frobrlgey 2008 to present he has been chief finaéfeder of Pure Nickel Inc., a minel
exploration company listed on the Toronto Stocklamge. He graduated with a Bachelor of Commeraga tre University of Toronto, and
M.B.A. from York University, and is a Fellow of thastitute of Chartered Accountants of Ontario.

Mr. Manuel Chan , age 61, possesses more than 20 years of expeliietite real estate sector and holds a Bachel@oaimerce Degree
Management Information Systems and Accounting ftbemUniversity of British Columbia, Canada. Through business dealings, Mr. Cl
has established an extensive network of businedgparsonal relationships throughout the Hong Komg @hina Investment Community. !
Chan is also a member of the Board of DirectorSarfhe SindFop Resources & Technologies Ltd., of which Sileagon owns a 40% equ
interest. SindFop holds the exploration and mining rights to npreperties including the Erbahuo Silver Mine l@zhin the Erbahuo Silv
District in Northern China. The determination waada that Mr. Chan should serve on our Board of dars due to his experience i
extensive professional relationships in China.

Mr. Guogiang Hao , age 57, is currently head of Exploration UnitNadrth China Geological Exploration Bureau, alseredd to as Huagu
Industrial Corp.(HIC), a Chinese statemed entity that operates in the mining, engimggrinanufacturing, chemical analysis and real €
sectors. Mr. Hao has served with HIC for over 3@rgefirst as a geologist, then as a manager, asdwitnessed its development froi
geological exploration team to a conglomerate wittaff of over 700 and 10 subsidiaries. Undedehéership of Mr. Hao, HIC is also in-
process of acquiring mining properties in northAfrica and central Asia. Mr. Hao is also a membkthe Board of the Directors of Sar
Sino-Top Resources & Technologies Ltd., a joint ventoeéveen Silver Dragon and HIC. Having a dual cdpaafi corporate executive a
government officer, Mr. Hao has extensive connestivith Chinas mining and industrial circles and the Chinese egoment. Th
determination was made that Mr. Hao should serveoon Board of Directors due to his technical expece, geological backgrou
professional relationships and industry expertise.
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Mr. Charles McAlpine , age 77, brings almost 50 years of experienceetugivetevel positions in the mining industry. He hold8asines
Administration degree from The Ivey School, Univgref Western Ontario and is a Chartered Accountiir. McAlpine was President
Campbell Chibougamau Mines Ltd., (a listed Canadappergold mining company) in 1973 when Campbell won Ryan Trophy for Be:
Safety Record of all metalliferous mines in Candttam 1989 to 2007 he was a Director of Hecla Min@ompany, now the largest and on
the lowest cost silver producers in the USA. Thedeination was made that Mr. McAlpine should sesweour Board of Directors due to
understanding of the precious metals industryfinéncial background and qualifications and hisesive experience in the mining sector.

Mr. Glen MacMullin, age 41, is currently Senior Vice President, Assahdpement with Minto Group, an integrated realtestavelopmer
construction and management company. Prior torjgifMinto Group in 2008, he was a Managing DireetbXavier Sussex, LLC; a privi
investment firm he cdeunded in 2004. Previously, Mr. MacMullin was ar&itor and Chief Operating Officer with DB Advisptd C, a $t
billion hedge fund group based in New York and wholwned by Deutsche Bank AG. He has also heldra¢genior management positit
with Deutsche Bank Offshore in the Cayman Islandsluding Head of Investment Funds. He starteddaiseer in public accounting w
Coopers & Lybrand in Ottawa, Canada and KPMG in @ayman Islands. Mr. MacMullin received a BacheaddBusiness Administratic
degree from Saint Francis Xavier University ané immember of the Canadian Institute of CharteredoAntants. He serves on the Boar
Directors of Nayarit Gold Inc. The determinationsnaade that Mr. MacMullin should serve on our Boafdirectors due to his extens
financial background, professional relationshipd endustry knowledge.

Mr. Alessandro M. Motta , age 41, assumed his current responsibilitiesRgnvVestor Relations in October, 2010 after ser@adirector ¢
IR & IT for the company since September 2006. Rrasfy, Mr. Motta held senior positions and condlifer several financial and serv
institutions including CIBQntria, Scotiabank, CGl and Exodus Communicatid®etving as an independent technology and manag
consultant since July of 2002, Alessandro has tassigovernment, enterprise and large poofit organizations with implementing n
technologies and adopting best practices in businenagement. Mr. Motta speaks English, Italian Rrehch, and is continuing studies
Mandarin Chinese at the University of Toronto.

Involvement in Certain Legal Proceedir

To the best of the Comparsyknowledge, during the past ten years, none ofaffeving occurred with respect to a director aeeutive office
of the Company: (1) any bankruptcy petition filegl dr against any business of which such personavgsneral partner or executive offi
either at the time of the bankruptcy or within tyears prior to that time; (2) any conviction in @ninal proceeding or being subject t
pending criminal proceeding (excluding traffic \dtibns and other minor offenses); (3) being subfjecany order, judgment or decree,
subsequently reversed, suspended or vacated, oftaumg of any competent jurisdiction, permanently temporarily enjoining, barrin
suspending or otherwise limiting his involvementdny type of business, securities or banking a@wi (4) being found by a court
competent jurisdiction (in a civil action), the Seties and Exchange Commission or the Commoditjufes Trading Commission to hs
violated a Federal or State securities or commeslifiw, and the judgment has not been reversepesded or vacated; (5) being subject o
a party to, any Federal or State judicial or adstiative order, judgment, decree, or finding, ndisequently reversed, suspended or vac
relating to an alleged violation of any FederaState securities or commodities law or regulatiommy law or regulation respecting finan
institutions or insurance companies or prohibitingil or wire fraud or fraud in connection with aloysiness entity; or (6) being subject of,
party to, any sanction or order, not subsequesthgnsed, suspended or vacated, of anyreglflatory organization, any registered entityhz
Commodity Exchange Act, or any equivalent exchamgspciation, entity or organization that has gigtary authority over its members
persons associated with a member.
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Code of Ethics and Policy Regarding ConsideratibDimector Candidates Recommended by Stockholders

We have adopted a Code of Conduct and Ethics aRihancial Management Code of Conduct that applypup officers and employet
including our principal executive officer, principfinancial officer, principal accounting officecontroller or persons performing sim
functions. The Code of Conduct and Ethics and FKisdnManagement Code of Conduct are available om website &
www.silverdragonresources.com

Audit Committee and Audit Committee Financial EX|

The board of directors has determined that GlenNWdlin, a member of our Audit Committee, is an duchmmittee financial expert. N
MacMullin is independent as independence for acalitmittee members is defined by the listing statslaf NASDAQ.

ltem 11. Executive compensation
Summary Compensation Table

The following table sets forth information concemithe compensation for services in all capacfieghe fiscal years ended December
2011 and 2010 of the named executive officers.

Nonqualified
Non-Equity Deferred

Name and Stock Option Incentive Plan Compensatior  All Other

Principal Year Salary Bonus Awards Awards Compensation Earnings  Compensation Total

Position (€)) (€)) (€)) (€)) (€)) (€)) $) $)
Marc Hazout, 2011 324,000 = = 16,138 = = None 340,138
Director, President ar
Chief Executive Officer 2010 324,000 - 279,000 - - - None 603,000
Jeffrey Shermar 2011 48,029 - - 8,069 - - None 56,098
Chief Financial Office
and Corporate Secretary 2010 16,000 - - 23,058 - - None 39,058

(1) The shares granted in 2010 were pursuant to adingrand extension of contract for five years. Biares issued to Travell
International Inc., a corporation owned by Mr. Hazaonsisted of 1,000,000 shares of the Compargstricted common stock, val
at $0.279 per share on the grant date, which vestecbdiately and are restricted from resale fomsonths from the date of issuanc
the shares

(2) Payments were made to Travellers International

(3)  Mr. Sherman commenced employment effective Septefkiz010.

Outstanding Equity Awards at 2011 Fiscal Year End

No options have been awarded to Named Executiveed$f share purchase warrants have been awardedted unde“Option Awards”
above. Any stock awards granted to Named Exec@Qifieers are fully vested. See Item 12, below.

Compensation of Directors

Directors who are also officers of the Companyraseremunerated for their services rendered asegtdr of the Company. Outside direc
received warrants as remuneration for their offib@ectors are reimbursed for any reasonable exgseivscurred in the connection w
attendance at board or committee meetings or apgrses generated in connection with the performaficeervices on the behalf of -
company.
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The following table summarizes compensation paicamed by our directors who are not Named Exeeulificers for their services
directors of our Company during the fiscal yearehBecember 31, 2011:

Change in
Non-Equity Pension Value
Fees Earned Stock Option Incentive Plan and Non-
or Paid in Awards Awards Compensation Qualified All Other Total
Name Cash Deferred Compensation
Compensation
($) ($) ($) Earnings ($)
Manuel Cha
2011 O O 16,1381 O O a 16,13¢
201C 0 0 20,4262 0 0 0 20,42¢
Guogiang Ha
2011 0 0 16,1383) 0 0 0 16,13¢
201C 0 0 - 0 0 B -
Glen MacMiller
2011 O O 16,1384 O O a 16,13¢
201C 0 0 - 0 0 0 -
Charles Alpini
2011 0 0 16,1380) 0 0 0 16,13¢
201¢ O O 32,7040 O O ] 32,70«

(1) 200,000 share purchase warrants were awarded taa@an exercisable at an exercise price of $dla period of three years frc
the date of issuanc

(2) 200,000 share purchase warrants were awarded tod@han exercisable at an exercise price of $fd8 period of two years fra
the date of issuanc

(3) 200,000 share purchase warrants were awarded tqi@gpHao exercisable at an exercise price of $fada period of three years frc
the date of issuanc

(4) 200,000 share purchase warrants were awarded to NEeMillen exercisable at an exercise price ofL$(for a period of three yei
from the date of issuanc

(5) 200,000 share purchase warrants were awarded tde€MAcAlpine exercisable at an exercise price@flL$ for a period of three ye.
from the date of issuanc

(6) 200,000 share purchase warrants were awarded tde€MAcAlpine exercisable at an exercise price@2$ for a period of three ye
from the date of issuanc

Consulting Agreements

On November 1, 2010, we entered into a consultgrgement with Travellers International Inc., a @vgtion owned by Mr. Hazout, to prov
consulting services including all activities reeurto direct, oversee, and manage us includingigiraythe services that would be providec
a chief executive officer. The consulting agreenpmnt/ides that the Mr. Hazout is entitled to anwairee of $288,000 for a term of five ye.
a travel allowance of $3,000 per month, and eigb¢kg paid holidays each calendar year. Upon tetimmaf the consulting agreement, |
Hazout will be provided with 100% of his annual fege for the remaining period of the agreement ahreement contains provisi
prohibiting him from competing with us or solicigincustomers or employees for a period of one yelowing the termination of tt
agreement.

Item 12. Security ownership of certain beneficial wners and management and related stockholder mattsr
Equity Compensation Plan Informati

The 2002 stock option plan was cancelled by thedotdirectors on March 16, 2011.

Security Ownership of Certain Beneficial Owners Mahagement

The following table sets forth certain informatioegarding beneficial ownership of our common staskof March 2, 2012, by: (1) ¢
directors, named executive officers and benefib@bers of more than 5% of our common stock, anda{Rof our current directors a
executive officers as a group. The number and pérge of shares beneficially owned is determinedcicordance with Rule 138lunder th
Exchange Act, and the information is not necessanitlicative of beneficial ownership for any othaurpose. Except as indicated in
footnotes to this table, and as affected by applecaommunity property laws, all persons listedénawle voting and investment power fol
shares shown as beneficially owned by them.
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(1)
(@)

3)

(4)

(5)
(6)

(7)

Name and Address of Beneficial Owne Number of % Shares®

Share:

Marc Hazout?

Suite 803, 5160 Yonge Street, Toronto, Ontario, Mi2I9 18,141,20 11.80¥%
Jeffrey Sherma®) 300,00( 0.20%
Manual Chart®) 852,50( 0.56%
Guogiang Had®) 400,00( 0.26%
Glen MacMullin(® 450,00( 0.29%
Charles McAlpine() 400,00( 0.26%
Officers and Directors as a group (6 pers¢ 20,543,70 13.22%

Based on 152,624,641 shares outstanding as of Maré@®12, plus any shares of common stock deemdak tbeneficially owne
pursuant to warrants that are exercisable withid@®@s from the above da

Owned by Travellers International Inc. solely owrigdMr. Hazout. Mr Hazout is the President and C&Qravellers. Marc Hazo
own purchase warrants expiring October 10, 201putehase 100,000 shares of Common Stock at acisgqrice of $0.50. He ow
further share purchase warrants, expiring DecerabgeP013, to purchase 768,000 shares of Commork &taan exercise price of $0.
He owns further share purchase warrants, expiangdry 25, 2014, to purchase 200,000 shares of @on8tock at an exercise price
$0.11.

Jeffrey Sherman owns share purchase warrants,jrx@eptember 1, 2012, to purchase 200,000 sh&f@smmon Stock at an exerc
price of $0.18. He owns further share purchaseamsr expiring January 25, 2014, to purchase 200s8@res of Common Stock al
exercise price of $0.1.

Manual Chan owns share purchase warrants, expgamiember 1, 2012, to purchase 200,000 sharesrofm@o Stock at an exerc
price of $0.18. He owns further share purchaseamssr expiring January 25, 2014, to purchase 200s8@res of Common Stock al
exercise price of $0.1.

Guogiang Hao own share purchase warrants, expi@mgary 25, 2014, to purchase 200,000 shares ofmoanstock at an exerc
price of $0.11

Glen MacMullin owns share purchase warrants, exgidanuary 25, 2014, to purchase 200,000 shar@min Stock at an exerc
price of $0.11. He owns further share purchaseamésr expiring December 5, 2012, to purchase 2B0sb@res of Common Stock al
exercise price of $0.1.

Charles McAlpine owns share purchase warrants riegpSeptember 28, 2013, to purchase 200,000 sldir€&@mmon Stock at i
exercise price of $0.25. He owns further share lmage warrants, expiring January 25, 2014 to puec8€,000 shares of Comn
Stock at an exercise price of $0.

Item 13. Certain relationships and related transadbns, and Director Independence

On October 6, 2010 we issued 1,000,000 sharesnofnom stock to a Travellers International Inc., empany owned by Marc Hazout, purst
to the signing of a consultant agreement. Thevidine of the shares issued on the date of issuaas&279,000.

Glen MacMullin and Charles McAlpine were both calesied independent under the independence standbatte NASDAQ Stock Mark
Rule 5605 during the past fiscal year. Mr MacMuland Mr. McAlpine currently sit on the audit comteé¢ and on the compensa
committee.

Item 14. Principal accountant fees and services

The aggregate fees billed by the Company’s exteauditors in each of the last two fiscal yearsaéollows:

2011 2010
Audit fees 36,852 52,119
Audit-related fee§? 57,945 63,525
Tax fees - -
All other fees - -
Total $ 94,797 $ 115,644

(1) These fees were for reviews of quarterly finanstatements

The audit committee was formed in the fourth quanfe2010 and as such, did not have a role in appgoauditrelated fees, tax fees, and
other fees as shown above during the previous year.
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Part IV

Iltem 15. Exhibits, Financial Statement Schedules

The financial statements filed as part of this repee listed separately in the Index to FinanSi@tements.

Exhibit No.

Name of Exhibit

3.1
3.2
3.3
4.1

4.2
4.3
4.4
4.5
4.6
4.7
10.1

10.2

10.3

10.4
10.5

10.6

10.7

10.8

10.9

11

16.1
21

23.1
311
31.2
32.1
32.2

Articles of Incorporation (1

Amendment to Articles of Incorporation (

Bylaws (1)

Form of Subscription Agreement dated March 23, 2B8tveen Silver Dragon Resources Inc. and Hellgrit@lalinvestment
LLC (3)

Form of Class A Common Stock Purchase Warrant éssuéleller Capital Investments LLC (

Form of Class B Common Stock Purchase Warrantdssueleller Capital Investments LLC (

Subscription Agreement dated November 9, 2006 tetv&lver Dragon Resources, Inc. and Alpha Capitetalt (5)

Form of Class A Common Stock Purchase Warrant éssuélpha Capital Anstalt (£

Form of Class B Common Stock Purchase Warrantéssu@lpha Capital Anstalt (&

Form of Class C Common Stock Purchase Warrantdssuglpha Capital Anstalt (&

Assignment of Rights of Mining Concessions Agreetrtegtween Silver Dragon Mining De Mexico, S.A. de&/Cand Jami
Mugurio Pena (6

Assets Bailment Agreement dated March 2, 2006 ly lz@tween Silver Dragon Mining De Mexico, S.A. d&/Cand Jaim
Mugurio Pena (6

Assets Purchase Agreement dated March 2, 2006 dyetween Silver Dragon Mining De Mexico, S.A. d&/Cand Ramo
Tomas Davila Flores (¢

Asset Purchase Agreement between Silver Dragonnidibie Mexico, S.A., de C.V. and Ramon Tomas D)

Assignment of Rights of Mining Concessions Agreenhtated March 8, 2006 by and between Silver Dragoring De Mexico
S.A. de C.V. and Minera Real Victoria S.A. de C&.

Addendum to the Mining Exploration and Exploitatidgreement dated March 9, 2006 by and between (Silvagon Mining d
Mexico , S.A. de C.V. and Silvia Villasenor Harg

Asset Purchase Agreement dated as of March 16, @@@®g Silver Dragon Resources, Inc., Sino SilvempCand Sanhe Si-
Top Resources and Technologies, Ltd.

Strategic Cooperation Agreement dated July 26, 2@@#ween Silver Dragon Resources, Inc. and Tiahjorth Chini
Exploration Bureau (4

Employment Agreement dated November 15, 2005 betw&itver Dragon Resources, Inc. and Marc Hazoutn@gamer
contract) (4

Statement re: computation of per share earning

Letters from Moore Stephens Cooper Modyneux LLRmange in certifying accountants

Subsidiaries of the Company (1

Consent of SF Partnership, LLP, Chartered Accous

Sarbane-Oxley Section 302 Certification by the Chief ExeeetOfficer

Sarbane-Oxley Section 302 Certification by the Chief Fineh©fficer

Sarbane-Oxley Section 906 Certification by the Chief ExeeetOfficer

Sarbane-Oxley Section 906 Certification by the Chief Fineh®©fficer

Q) Incorporated by reference to Form-SB filed on February 23, 200
(2) Incorporated by reference to Form-SB/A filed on July 17, 200:
(3) Incorporated by reference to Fori-K/A filed December 14, 200¢
4) Incorporated by reference to Form-2/A filed March 21, 2007

(5) Incorporated by reference to Forr-K filed December 5, 200t

(6) Incorporated by reference to Fori-K filed on March 20, 200¢

@) Incorporated by reference to Fori-K filed March 24, 2006

(8) Included within financial statements attached heest Exhibit A.
(9) Incorporated by reference to Fori-K filed January 27, 200t

(10) Previously filed.
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Signatures

Pursuant to the requirements of Section 13 or 1&6{dhe Securities Exchange Act of 1934, the regigthas duly caused this Ann
Report on Form 10-K to be signed on its behalfH®yundersigned, thereunto authorized.

SILVER DRAGON RESOURCES INC.

By: /s/ Marc M. Hazou
Marc M. Hazou!
Dated: March 22, 201 President and Chief Executive Offic

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed byfdhowing persons on behalf
the registrant, in the capacities and on the datisated.

Signature Title Date

/s/Marc M. Hazout President and Chief Executive Officer, and réhe22, 2012
Marc M. Hazout Director

/sl Jeffrey D. Sherma Chief Financial Officer (Principal Financial a March 22, 201:
Jeffrey D. Sherma Principal Accounting Officer

/s/ Manuel Char Director March 22, 2012
Manuel Char

/sl Glen MacMullin Director March 22, 2012
Glen MacMullin

/s/ Guogiang Hac Director March 22, 201:
Guogiang Hac

/s/ Charles McAlpint Director March 22, 201:

Charles McAlpine
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Silver Dragon Resources Inc. and Subsidiaries“Eenpany”)

We have audited the accompanying consolidated balsheets of Silver Dragon Resources Inc. and &iabigis (a Delaware corporatior
the exploration stage) as of December 31, 2011286, and the consolidated statements of operatindscomprehensive loss, stockholc
equity and cash flows for each of the two yeath@period ended December 31, 2011, and cumultiwe inception (June 15, 1996) throt
to December 31, 2011, except as explained as fellove did not audit the cumulative data from Jube 1096 to December 31, 2004. °
cumulative data was audited by other auditors wheperts have been furnished to us, and our opimsiofar as it relates to the amounts ir
cumulative data through December 31, 2004, is baskaly on the report of other auditors. Theserfaial statements are the responsibilit
the Company’s management. Our responsibility exjaress an opinion on these financial statemerstscban our audits.

We conducted our audits in accordance with dtamdards of the Public Company Accounting OvétsiBpard (United States). Thc
standards require that we plan and perform thet aodibtain reasonable assurance about whethdimtgcial statements are free of mate
misstatement. The Company is not required to hagewere we engaged to perform, an audit of iterirdl control over financial reportir
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrénglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compaimyternal control over financial reporti
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the financial statements, assessing the accouptimgiples used and significant estimates made bypagement, as well as evaluating
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, the consolidated financialtstaents referred to above present fairly, in altarial respects, the financial position of Si
Dragon Resources Inc. and Subsidiaries as of DegeB1h 2011 and 2010, and the results of its ojpermiand its cash flows for each of
two years in the period ended December 31, 20tbmfiormity with accounting principles generally apted in the United States of America.

The accompanying consolidated financial stet@shave been prepared assuming that the Compdmontinue as a going concern.
discussed in note 2 to the consolidated finantéements, the Company has experienced operatisgdasince inception and has no long
contracts related to its business plans. Theserfachtise substantial doubt about the Companylityabd continue as a going conce
Management's plans regarding these matters arelafswibed in note 2. The consolidated financiesbhents do not include any adjustm
that might result from the outcome of this uncertiai

/s/ SF Partnership, Ll
Toronto, Canada CHARTERED ACCOUNTANTS
March 22, 201:
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Consolidated Balance Sheet

December 3. December 3
2011 201cC
ASSETS
Current assets
Cast $ 114,56t $ 96,56:
Other receivab 12,47 -
Notes receivable (note 2,277,50! -
Deferred expens 75,50( 164,58:
Prepaid expens 99,45¢ 38,67¢
Total current assets 2,579,501 299,82!
Notes receivable(note 6) 2,000,001 -
Deferred expense! 154,00( 220,12!
Plant and equipment, net(note 7) 43,76 90,87"
Equity investment (note 8) 4,328,14. 4,832,92;
Total assets $ 9,105,40 $ 5,443,74.
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities
Accounts payab $ 526,27( $ 1,127,83
Accrued liabilitie: 494,50: 309,46t
Promissory note payable (note 166,62: 166,62:
Convertible notes payable (note 4,025,62! 170,00(
Related party payables (note - 260,25t
5,213,02! 2,034,18.
Total liabilities 5,213,02! 2,034,18.
Capital stock (note 12)
Preferred stock, $0.0001 par value, 20@@®shares authorized, none issued - -
and outstandii
Common stock, $0.0001 par value, 300,0@dD@res authorized (20—
150,000,000), 136,400,449 sharegesnd outstanding (2010 — 98,728,017
issued and outstandil 13,64( 9,87:
Additional paid-in capital (note 12) 44,042,42 39,641,41
Treasury (550,000 shares (209,000 (209,000
Deficit accumulated during the exploration stage (40,069,67) (36,054,08)
Accumulated comprehensive incom 114,98 21,35¢
Stockholders equity 3,892,38! 3,409,55!
Total liabilities and stockholders’ equity $ 9,105,40 $ 5,443,74

Going concern(note 2)

Commitments and contingencie(note 14)
The accompanying notes are an integral part oktheasolidated financial statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Consolidated Statements of Operations and Comprehsive Loss
For the Years ended December 31, 2011 and 2010, ¢
Cumulative for the period from May 9, 1996 (date ofnception) to December 31, 201

For the
period
from May 9,
Decembe Decembe 1996(date of
31, 201: 31, 201( inception) to
Decembe
31
2011
Operating expense:
Exploration $ - $ 213,24t $  7,174,04
General and administratiy 2,243,58. 2,245,33 27,930,37
Write-off of Mexican asset - 2,335,28! 3,242,03!
Total operating expense:! 2,243,58. 4,793,86 38,346,46
Loss from operations (2,243,58) (4,793,86) (38,346,46)
Other (expenses) incom
Interest expens (1,147,41) 121,13¢ (1,621,180
Interest incom: 85,55! - 85,55
Gain (loss) on embedded derivat - 261,00( -
Net loss on equity investme (710,14 93,41( (1,280,17)
Forgiveness of del - - 38,87:
Gain on sale of interest of Subsidi - - 1,816,73.
Nor-recurring items — — (713,269
Total other expense (1,772,00) 475,54¢ (1,673,47)
Loss before income taxe (4,015,59) (4,318,31) (40,019,93)
Provision for income taxe - - -
Net loss from continuing operations, after (4,015,59) (4,318,31) (40,019,93)
Minority interest - - 253,02:
Loss from discontinued operations (net of - - (302,759
Net loss (4,015,59) (4,318,31) (40,069,67)
Other comprehensive income(loss)
Foreign exchange gain (los 93,63: (19,150 114,98
Comprehensive los: (3,921,95) $ (4,337,46) $ (39,954,68)
Net loss per common shar— basic and diluted $ (0.09) $ (0.05
Weighted average number ocommon sharesoutstanding — basic anddiluted 113,995,84 95,157,80

The accompanying notes are an integral part oktheasolidated financial statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Consolidated Statements of Stockholde’ Equity
Cumulative for the period from May 9, 1996 (date oinception) to December 31, 201

Deficit
Common Stock Accumulated Accumulated
Additional During the Comprehensive Total
Paid-in Exploration Stock Treasury Income Stockholders'
Number of Amount Capital Stage Subscription Stock (Loss) Equity
Shares $ $ $ $ $ $ $

Shares issued to founders 388,33¢ 39 1,12¢ - - - - 1,16%
Share issue 413,33 41 47,56¢ (1,060 - - - 46,54%
Net loss, 1996 - - - (14,199 - - - (14,199
Balance, December 31, 19¢ 801,66° 80 48,69( (15,259 - - - 33,51¢
Share issue 116,99¢ 12 88,63¢ - - - - 88,65(
Net loss, 1997 - - - (142,62:) - - - (142,627
Balance, December 31, 19¢ 918,66¢ 92 137,32¢ (157,88() - - - (20,460)
Share issue 69,33« 7 57,99« - - - - 58,00:
Net Loss, 1998 - - - (54,40¢) - - - (54,404
Balance, December 31, 19¢ 988,00( 99 195,32. (212,289 - - - (16,86%)
Share issue 203,91¢ 20 191,99¢ - (4,000 - - 188,01¢
Forgiveness of debt of related pa - - 23,00( - - - - 23,00(
Net loss, 1999 - - - (181,899 - - - (181,899
Balance, December 31, 19¢ 1,191,91 11¢ 410,32: (394,18)) (4,000 - - 12,25¢
Share issued for servic 4,950,33: 49E 695,43! - (278,539 - = 417,39:
Shares cancelle (453,100 (45) (169,86 - 157,79: - - (12,12))
Forgiveness of debt reclassificati - - (23,000 - - - - (23,000
Net loss, 2000 - - - (419,291 - - - (419,299
Balance, December 31, 20C 5,689,15! 56¢ 912,88¢ (813,479) (124,749 - - (24,76%)
Share issued for servic 1,179,41! 118 89,78¢ - - - = 89,90:
Cash received for subscriptit - - - - 124,74¢ - - 124,74¢
Other adjustmer - - - 1 - - - 1
Net loss, 2001 - - - (339,54 - - - (339,549
Balance, December 31, 20C 6,868,561 687 1,002,67: (1,153,02) - = = (149,669
Shares issue 29,859,17 2,98¢ 386,39: - - - - 389,38(
Shares cancelle (21,978,21) (2,199 7 - - - - (2,19))
Stock warrants issue - - 31,00( - - - - 31,00(
Stock warrants exercist 3,255,88! 32€ - - - - - 32€
Net loss, 2002 - - - (570,879 - - - (570,879
Balance, December 31, 20C 18,005,39 1,801 1,420,07. (1,723,89) - - - (302,02)

The accompanying notes are an integral part oktheasolidated financial statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Consolidated Statements of Stockholde’ Equity
Cumulative for the period from May 9, 1996 (date ofnception) to December 31, 201(continued)

Common Stock Deficit
Accumulated Accumulated
Additional During the Comprehensive Total
Paid-in Exploration Stock Treasury Income Stockholders'
Number of Amount Capital Stage Subscription Stock (Loss) Equity
Shares $ $ $ $ $ $ $

Balance, December 31, 20C 18,005,39 1,801 1,420,07. (1,723,89) - - - (302,02)
Share issued for servic 4,927,41 493 150,83: - - - - 151,32¢
Shares returne (66,300 @) (1,319 - - - - (1,32¢)
Net loss, 2003 - - - (414,60 - - - (414,60)
Balance, December 31, 20C 22,866,50 2,281 1,569,58 (2,138,49) - - - (566,62)
Share issue 575,00( 58 24,94; - - - - 25,00(
Short swing profits of sharehold - - 50,49¢ - - - - 50,49¢
Net loss, 2004 - - - (399,02 - - - (399,029
Balance, December 31, 20C 23,441,50 2,34¢ 1,645,021 (2,537,52)) - - - (890,15Y
Shares issue 15,729,01 1572 2,612,43: - (9,500 - - 2,604,50!
Shares cancelle (3,500,00i) (350 (724,65() - - - - (725,000
Net Loss, 2005 - - - (584,879 - - - (584,879
Balance, December 31, 20C 35,670,53 3,561 3,532,80! (3,122,40) (9,500 - - 404,47
Share issue 25,790,00 2,57¢ 13,949,98 - 458,50( - - 14,411,06
Warrants issue - - 4,941,031 - - - - 4,941,03!
Share issuance cos - - (63,237 - - - - (63,237
Treasury stocl - - - - - (392,83() - (392,83()
Other comprehensive lo - - - - - - (1,562) (1,562)
Net loss, 2006 - - - (8,692,20) - - - (8,692,20)
Balance, December 31, 20C 61,460,53 6,14¢ 22,360,59 (11,814,61) 449,00( (392,830 (1,56%) 10,606,73
Shares issue 8,362,00! 83€ 7,114,19. - (334,000 - - 6,781,03(
Treasury stocl (276,54) (27) (392,807 - - 392,83( - -
Warrants issue - - 2,717,021 - - - - 2,717,02(
Options issuel - - 459,95¢ - - - = 459,95¢
Share issuance cos (75,000 (75,000
Other comprehensive lo - - - - - - 18,14: (18,147
Net loss, 2007 - - - (10,665,00) - - - (10,665,00)
Balance, December 31, 20C 69,545,98 6,95¢ 32,183,96 (22,479,61) 115,00( - (19,709 9,806,60:

The accompanying notes are an integral part oktbeasolidated financial statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)

Consolidated Statements of Stockholde’ Equity

Cumulative for the period from May 9, 1996 (date ofnception) to December 31, 201(continued)

Common Stock

Deficit

Accumulated

Accumulated

Balance, December 31, 20C

Shares issued for ca

Shares issued for settlemt

Shares issued for servic

Shares issued for compensat

Shares issued for settlement of due tc
related partie

Shares issued for cash pursuant to
exercise of warrant

Warrants issued for ca:

Warrants issued for settlement of due to
related partie

Warrants issued for servic

Options issued for servic

Share issuance cos

Shares to be returnt

Other comprehensive lo

Net loss, 200t

Prior period adjustment

Balance, December 31, 20C

Share issued for ca:

Shares issued for servic
Shares issued for compensat
Shares issued for propel
Warrants issued for ca:
Warrants issued for servic
Options issued for servic
Share issuance cos

Shares returne

Accumulated comprehensive Ic
Net loss, 2009

Balance, December 31, 20C

Amount Additional During the Comprehensive Total
Number of Paid-in Exploration Stock Treasury Income Stockholders'
Shares Capital Stage Subscription Stock (Loss) Equity
$ $ $ $ $ $ $

69,545,98 6,95¢ 32,183,96 (22,479,61) 115,00( - (19,709 9,806,60:
8,349,16' 83t 1,141,02: - - - - 1,141,85!
2,833,33 283 398,05( - (165,000 - - 233,33
1,450,00( 14& 156,85! - - - - 157,00(
875,00( 87 135,66: - - - - 135,75(
1,200,001 12C 107,88( - - - - 108,00(
500,00( 50 74,95( - - - - 75,00(

- - 260,64: - - - - 260,64:

- - 192,00( - - - - 192,00(

- - 44,60( - - - - 44,60(

- - 82,20( - - - - 82,20(
- - (6,56%) - - - - (6,562)
- - - - (67,500 - - (67,500

- - - - - - 77,94¢ 77,94¢
- - - (3,969,29) - - - (3,969,299
- - - (417,47) - - - (417,47)
84,753,48 8,47¢ 34,771,26 (26,866,38) (117,500 - 58,24¢ 7,854,091
4,729,19i 473 489,23: - - - - 489,70!
2,490,001 24¢ 347,90¢ - - - - 348,15¢
175,00( 18 14,857 - - - - 14,87¢
550,00( 55 208,94! - - (209,000 - -

- - 728,77: - - - - 728,77

- - 1,442,48 - - - - 1,442,48

- - 24,13¢ - - - - 24,13¢

- - (54,87) - - - - (54,877
(1,100,001 (110 (201,391 - 117,50( - - (84,000
- - - - - - (17,749 (17,749

- - - (4,869,37) - - - (4,869,37)
91,597,68 9,16( 37,771,32 (31,735,76) - (209,000 40,504 5,876,23:

The accompanying notes are an integral part okthessolidated financial statements.
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Consolidated Statements of Stockholde’ Equity

SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)

Cumulative for the period from May 9, 1996 (date ofnception) to December 31, 201(continued)

Balance, December 31, 20C

Share issued for ca:

Shares issued for servic
Warrants issued for ca:
Warrants issued for servic
Share issuance cos

Beneficial conversion featu
Accumulated comprehensive Ic
Net loss, 2010

Balance, December 31, 201

Shares issued for ca

Shares issued for servic

Shares issued on conversion of nc
Shares issued for settlement of d
Shares cancelle

Warrants issued for ca:

Warrants issued for servic
Shares issued on financi

Share issuance cos

Beneficial conversion featu
Accumulated comprehensive Ic
Net loss, 2011

Balance, December 31, 201

Common Stock

Deficit

Accumulated

Accumulated

Number of Amount Additional During the Comprehensive Total
Shares $ Paid-in Exploration Stock Treasury Income Stockholders'

Capital Stage Subscription Stock (Loss) Equity

$ $ $ $ $ $

91,597,68 9,16( 37,771,32 (31,735,76) - (209,000 40,50« 5,876,23:
4,038,23 404 468,29¢ - - - - 468,70:
3,092,09 30¢ 790,07¢ - - - - 790,38!
- - 264,29¢ - - - - 264,29¢
- - 274,06° - - - - 274,06°
- - (26,49) - - - - (26,497
- - 99,84: - - - - 99,84
- - - - - - (19,15() (19,15()
- - - (4,318,31) - - - (4,318,31)
98,728,01 9,87: 39,641,41 (36,054,08) - (209,000 21,35¢ 3,409,55!
2,812,501 281 249,71¢ - - - - 250,00(
1,490,001 14¢ 174,42¢ - - - - 174,57"
28,236,03 2,77¢ 1,352,84! - - - - 1,355,62:
5,883,89! 588 434,08t - - - - 434,67
(750,000 (75) (83,55() - - - - (83,625
- - 80,38¢ - - - - 80,38¢
- - 373,69 - - - - 373,69t
500,00( 50 24,95( - - - - 25,00(
- - (8,750) - - - - (8,750
- - 1,803,201 - - - - 1,803,201
- - - - - - 93,63 93,63:
- - - (4,015,59) - - - (4,015,59)
136,400,44 13,64( 44,042,42 (40,069,67) - (209,000 114,98 3,892,38

The accompanying notes are an integral part oktheasolidated financial statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Consolidated Statements of Cash Flow

For the Years ended December 31, 2011 and 2010, ¢
Cumulative for the period from May 9, 1996 (date ofnce4ption) to December 31, 201

For the period

from May 9, 1996(date of

inception) through

2011 201C December 31, 201
Cash flows from operating activities
Net loss $ (4,015,59) $ (4,318,31) $ (40,069,67)
Net loss from discontinued operatic - - 302,75!
Net loss from continuing operations excludingnamity interes! (4,015,59) (4,318,31) (39,766,91)
Adjustments for
Depreciatiol 47,11 92,68 571,95:
Net loss from equity investme 710,14! (93,410 1,377,87!
Loss on recognition of embedded deriva - (261,000 -
Interest on convertible notes paye 145,06( - 145,06(
Shares issued for servit 90,95( 790,38! 8,564,07.
Warrants and options issued for serv 264,95! 274,06 3,873,16!
Amortization of beneficial conversion fews 531,36¢ 99,84 631,21(
Write-down of mineral right: - 2,504,555 3,411,30!
Write-down of asset - 197,81( 240,06:
Othel - - (1,630,81)
Changes in nc-cash working capita
Other receivab (73,25 - (88,64¢)
Deferred expens 155,20t (80,93)) 313,91
Accounts payab (166,89¢) 143,30 2,163,44.
Accrued liabilitie: 185,03 (196,829 463,66¢
Other - - 680,99(
Net cash used in operating activitie (2,125,91) (847,839 (19,049,65)
Cash flows from investing activities
Investments in mineral righ - (15,569 (1,920,44)
Additional contribution to Sir-Top (205,36¢) 65,45! (3,651,55)
Acquisition of plant and equipme - - (981,48¢)
Other - - 4,364,091
Net cash (used in) provided by investing activitie (205,36¢) 49,88 (2,189,39)
Cash flows from financing activities
Proceeds from issuance of common stock and wnial 250,00( 733,00( 18,147,49
Share issuance co: (8,750 (26,49)) (206,68¢)
Related party loans payal - 260,25¢ 1,192,92:
Repayments of related party payat (260,25¢) - (722,81)
Minority interest - - 253,02:
Promissory note payak - (350,000 516,62:
Write-down of promissory note payat - - (350,000
Issuance of convertible notes payable (note 2,274,65. 170,00( 2,423,14
Other - - (59,609
Net cash provided by financing activities 2,255,64 786,75¢ 21,194,09
Effect of exchange rate on cas 93,63: (29,69 159,51¢
(Decrease) increase in cas 18,00¢ (40,885 114,56¢
Cash- beginning of period 96,56 137,44¢ -
Cash- end of period $ 114,56¢ $ 96,56: $ 114,56¢

Supplemental cash flow information(note 13)

The accompanying notes are an integral part oktbessolidated financial statements.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

1. Nature of Business and Basis of Presentation

Silver Dragon Resources Inc. was incorporated og $)d 996 in the State of Delaware and its exeeutiffice is in Toronto, Canada. It car
out operations through subsidiaries in Canada aedidd and an affiliate in China, although operagion Mexico are dormant pend
resolution of a lawsuit (see note 14(d)). Silvea@on Resources Inc. and its subsidiary and afiljabllectively referred to as “Silver Dragon”
or the “Company”) are in the exploration stage a$ingd by Financial Accounting Standards Board’BASB”) Accounting Standa
Codification (“ASC") 915 “Accounting and Reportirkgpr Development Stage Entities.”

The Companys strategy is to acquire and develop a portfolisitMer properties in proven silver districts gltpaTo date, the Company
generated no sales and has devoted its effortsaphymo financing, by issuing common shares andveotible debt, and exploring
properties.

The accompanying consolidated financial statemehtse Company have been prepared following gelyeaatepted accounting principles
the United States (“US GAAP"), are expressed intéthStates funds.

2. Going Concern and Exploration Stage Activities

These consolidated financial statements have begraped in accordance with US GAAP applicable goiag concern, which assumes that
Company will be able to meet its obligations andttwe its operations for its next twelve months.

At December 31, 2011, the Company had working aapit $1,295,390 (December 31, 2010 4,{84,363)), had not yet achieved profit;
operations, incurred a net loss of $4,015,592Herytear ended December 31, 2011 (201@,31B,318), has accumulated losses of $40,06
since its inception, and expects to incur furtlesses in the development of its business. Theser$acast doubt as to the Compangbility tc
continue as a going concern, which is dependent itp@bility to obtain the necessary financingepay liabilities when they come due, an
the longrun is dependent upon achieving profitable openatiddanagement believes that the Company will Be &bobtain additional funi
by equity or convertible debt financing; howevédrere is no assurance of additional funding beirgjlable or available on acceptable tel
Realization values may be substantially differeotrf carrying values as shown. These consolidatehéial statements do not include
adjustments to reflect the future effects on theverability and classification of assets or theoants and classification of liabilities that n
result if the Company were unable to continue gsiag concern.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

3. Summary of Significant Accounting Policies
a) Principles of consolidation

The consolidated financial statements include ttewants of the Company and its whotiyned subsidiary Silver Dragon Mining De Mex
S.A. de C.V (a Mexican corporation). All signifidamter-company balances and transactions have been elédirtn consolidation. Tl
Company’s ownership of 40% of Sanhe Sino-Top Ressu& Technology, Ltd. (a China corporation) (“Sifiop”) is recorded on the equ
basis.

b) Use of estimates

The preparation of financial statements in confeymiith U.S. GAAP requires management to make estsand assumptions that affect
reported amounts of assets and liabilities anddikelosure of contingent assets and liabilitieshat date of the financial statements anc
reported amounts of revenues and expenses duengplorting periods. These estimates are basedaoagement's best knowledge of cut
events and actions the Company may undertake ifuthee. Significant areas requiring the use ofnestes relate to the estimated useful |
of plant and equipment, valuation of mineral rigtaad stocksased compensation. Actual results could diffemfrinese estimates. Th
estimates are reviewed periodically and as adjustsneecome necessary, they are reported in earimngpg period in which they beco
available.

c¢) Cash and cash equivalents

Cash and cash equivalents consist of depositsimiéildancial institutions and liquid investmentstiwvbriginal maturities of three months or |
at the time of purchase.

d) Financial instruments

The Company classifies all financial instrumentseakl-fortrading or other financial liabilities. Financidbilities are measured at amorti
cost. Instruments classified as held for trading mreasured at fair value with unrealized gains lasdes recognized in the statemer
operations. Debt transaction costs are allocatatigaelated debt and amortized over the life ef itten using the effective interest metl
Equity transaction costs are recorded in equity.

The Company has designated its cash and cash &iwas held for trading, which is measured at ¥alue. Accounts payable, accri
liabilities, promissory and convertible notes pdgand related party payables are classified asr dithbilities, which are measured at amort
cost. Notes receivable and other receivables assified as loans and receivables, which are measiramortized cost.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

3. Summary of Significant Accounting Policies continued
e) Mineral rights

The Company records its interest in mineral rigitteost. Accordingly, costs associated with theugition and the development of mine
reserves are capitalized. Exploration costs aremsgd as incurred.

Capitalized costs of mineral properties are amedtimsing the unit-oproduction method using estimates of proved reserveestments
unproved properties and major exploration and agreknt projects are not amortized until provedmesseassociated with the projects ca
determined or until impairment occurs. If the réswf an assessment indicate that a property igineg, the capitalized cost of that prop
will be charged to expense at that time. The Compaesently has no proven reserves. Where estintdtésture net cash flows are |
available and where other conditions suggest impait, management assesses whether the carryingsvedin be recovered. If the carn
values exceed estimated recoverable values, treadbts are written-down to fair values with thétevdown expensed in the period. ~
Company evaluates the carrying amounts of its ralngéghts when events or changes in circumstanugisate that the carrying amount r
not be recoverable.

f) Equity investment

The Company exercises significant influence butsdoet exercise control over its equity investm@&iho-Top. It is accounted for using 1
equity method of accounting and is initially recomga at cost. The Company’s share of the emtifyfofits or losses is recognized in
statement of operations, and cumulative @astuisition changes in the investment are adjuatgdnst the carrying amount of the investn
Were the Compang’share of losses on its investment to equal aeexkthe carrying amount of the investment, the Gompvould then on
recognize further losses if it incurred obligatimrsnade payments on behalf of the equity investmen

g) Income taxes

The Company accounts for income taxes in accordasitteFASB ASC 740, “Income TaxesDeferred tax assets and liabilities are reca
for differences between the accounting and taxsbafsthe assets and liabilities that will resulttéixable or deductible amounts in the fu
based on enacted tax laws and rates. Valuatiowafioes are established when necessary to reduegatkfax assets to the amount expe
to be realized. Income tax expense is recordethiBbamount of income tax payable or receivablegHerperiod, increased or decreased b
change in deferred tax assets and liabilities duttie period.

h) Revenue recognition

The Company has not earned revenues from its plapriacipal operations. Revenues incidental toglaned principal operations will
recognized as follows: Revenues from the provisibmine exploration services are recognized whenstrvices are performed and collec
is reasonably assured. Revenues from the salévef sind other byproducts are recognized whenditlg risk of ownership of metal and m
bearing concentrates passes to the buyer and thmtiés reasonably assured.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

3. Summary of Significant Accounting Policies continued
i) Plant and equipment

Plant and equipment are stated at cost. Equipnveaiting installation on site is not depreciatedilubis commissioned. Depreciation is ba
on the estimated useful life of the asset and dggier! annually as follows:

Category Rate Method
Computer hardwar 30% Declining balanct
Computer softwar 30% Declining balanct
Vehicles 20% Declining balanct
Office equipmen 20% Declining balanct
Mine equipmen 20% Declining balanct
Leasehold improvemen 5 years Straight line

j) Loss per shar

Basic loss per share is computed by dividing thelogs by the weighted average number of commomeshautstanding during the ye
Diluted earnings (loss) per share is computed kidiig net income (loss) by the weighted averagaler of common shares outstanding
potentially dilutive securities outstanding for baear. The computation of diluted earnings (Igs)share has not been presented as its
would be anti-dilutive.

k) Stock-based compensation

From time to time the Company grants warrants toagament, directors, employees and consultantsCbingpany recognizes compensa
expense at fair value. Under this method, thefalue of each warrant is estimated on the datde@fgrant and amortized over the ves
period, with the resulting amortization creditecctmtributed surplus. The fair value of each gramtetermined using the Black-Scholes option-
pricing model. Consideration paid upon the exeroisgtock options is recorded as share capital.

[) Asset retirement obligations

The Company recognizes liabilities for statutommizactual or legal obligations associated withraamation of mineral properties. Initia

a liability for an asset retirement obligation &cognized at its fair value in the period in whiths incurred and the corresponding a
retirement cost is added to the carrying amountefrelated asset. The cost is amortized overdbeanic life of the asset using either the unit-
of-production method or the straiglite method, as appropriate. Following the initetognition of the asset retirement obligation, ¢haying
amount of the liability is adjusted for changestiie amount or timing of the underlying cash floneeded to settle the obligation. As
December 31, 2011, the Company had not incurrecaasgt retirement obligations related to the egpion of its mineral properties.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

3. Summary of Significant Accounting Policies continued
m) Impairment of long lived assets

In accordance with ASC 360, "Property, Plant andiffment”, long lived assets to be held and usedaaadyzed for impairment whene
events or changes in circumstances indicate tleatelated carrying amounts may not be recoverable.

The Company evaluates at each balance sheet datbevtevents and circumstances have occurredrtii@aie possible impairment. If th
are indications of impairment, the Company usesréutindiscounted cash flows of the related assas®gt grouping over the remaining lif:
measuring whether the carrying amounts are recbieertn the event such cash flows are not expeittdak sufficient to recover the recor
asset values, the assets are written down togkgmated fair value.

n) Comprehensive Loss

The Company accounts for comprehensive loss inrdanse with ASC 220, “Comprehensive Incomeyfiich establishes standards
reporting and presentation of comprehensive lodsitarcomponents. Comprehensive loss is presenttdteistatements of stockholders' eq
and consists of net loss and foreign currency laéins adjustments.

0) Foreign currency translation

The Company accounts for foreign currency trarmtagiursuant to ASC 830, "Foreign Currency Mattefsie Company's functional curret
is United States dollars. For operations in Mexittee local currency is the functional currency. Alisets and liabilities denominatec
Mexican Pesos are translated into United Statelardolising the current exchange rate. Revenuesgpenses are translated using ave
exchange rates during the year. Foreign exchangs ga losses are included in other comprehensigeme for the period. The functio
currency of the equity investment in China is Uditates dollars. Net income or loss recorded eretjuity basis is translated using ave
exchange rates during the year.

4. Recent Accounting Pronouncements

The Company continually assesses any new accouptimgouncements to determine their applicabilityhéfé it is determined that a n
accounting pronouncement affects the Compaitiyiancial reporting, the Company undertakes dysto determine the consequence of
change to its financial statements and assuredhbeg are proper controls in place to ascertan ttie Company financials properly refle
the change. A variety of proposed or otherwise m@kaccounting standards are currently underystydstandardetting organizations a
various regulatory agencies. Because of the temtatnd preliminary nature of these proposed staisdahe Company has not determi
whether implementation of such proposed standaoilgdibe material to the Compasyfinancial statements. New pronouncements assey
the Company recently are discussed below:

In June 2011, the Financial Accounting Standardar@¢*FASB”) issued Accounting Standards Update§W) No. 201105, Comprehensi
Income (Topic 220) — Presentation of Comprehensigzeme (“ASU 2011-05"). ASU 20105 requires entities to present net income andr
comprehensive income in either a single continustatement or in two separate, but consecutiveersietts of net income and ot
comprehensive income. ASU 200%-is effective for fiscal years and interim pesdmkginning after December 15, 2011 (March 1, Z01 ghe
Company). The Company does not expect the adomioASU 201105 to have a material impact on its results of afiens, financie
condition, or cash flows.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

4. Recent Accounting Pronouncementscontinued

In May 2011, FASB issued ASU No. 2011-04, Fair \éalMeasurement (Topic 820) Amendments to Achieve Common Fair Ve
Measurement and Disclosure Requirements in U.S. BAAd IFRSs (“ASU 2011-04"Y.he amendments in this update improve compara
of fair value measurements presented and discloséidancial statements prepared in accordance With. GAAP and IFRSs and resul
common fair value measurement and disclosure reauants. ASU 20104 is effective for fiscal years and interim pesdgaeginning aft
December 15, 2011 (March 1, 2012 for the CompaRyg. Company does not expect the adoption of ASU Z@to have a material impact
its results of operations, financial conditioncash flows.

5. Financial Instruments

The carrying value of cash, other receivable, not¢esivable, accounts payable, accrued liabilifigemissory note payable, current portio
convertible notes payable and related party pagadgiproximated their fair value as of December281,1 and December 31, 2010 due to-
short-term nature. Management believes that theyiogrvalue of the nomurrent portion of convertible notes payable antesaeceivab
approximates their fair value using the presermieahethod.

Interest and Credit Risk
In the opinion of management, the Company is npbe&d to significant interest or credit risks agsirom its financial instruments.
Currency Risk

While the reporting currency is the United Statesll®, $139,298 of consolidated expenses for thar ynded December 31, 2011
denominated in Mexican Pesos; and $919,425 of d¢idased expenses for the year ended December 311, 20e denominated in Canac
Dollars. As at December 31, 2011; $917,687 of tstenmonetary liabilities are denominated in Mexi€®sos; and $54,063 of the net mone
liabilities are denominated in Canadian Dollarse @ompany has not entered into any hedging traonsacio reduce the exposure to curre
risk.

6. Notes Receivable

(@ Notes receivable consists of ten notes issued bgastor. (note 10 (a)), each in the principal anmtoof $200,000 and bearing intel
of 5% per annum, with payment to the Company duerdmefore the earlier of (i) 49 months from Felyus5, 2011, or (ii) subject
certain conditions; a series of dates beginninge®eper 15, 2011 and continuing on the 15th of eachth thereafter. As at Decem
31, 2011, these conditions have not been met. Tdfréee notes receivable are secured by real egtafeerty owned by the investor ¢
the remainder are unsecur

On June 20, 2011, the Company agreed with the fovés modify the terms of certain notes. The ndkbet were due on September
2011 and October 15, 2011 were redeemed in excHan§271,561 on July 1, 2011 with the differeneearded as interest expen

(b)  Notes receivable includes a promissory note istyeah investor on April 11, 2011 (note 10 (b)) $800,000, bearing interest at 6%
annum and secured by assets pledged as collafambhgreement was amended on October 12, 201 Bsaadesult $200,000 was [
on October 14, 2011 and the remaining $100,000p&&son November 15, 201

On December 15, 2011 an additional promissory mate issued for $250,000, bearing interest at 6%apaum and secured by as

pledged as collateral. $125,000 of principal urtiés note shall be due and payable on June 15, 28d@2he balance of $125,00(
principal and accrued interest shall be due andlpayon August 1, 201,
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

6. Notes Receivable continued

(c) Notes receivable comprises of five notes issuahtmvestor. Four ne-interest bearing notes were issued April 19, 20tg 10 (c)) ¢
$500,000 each, totaling $2,000,000 and with payroéptincipal and a ondime financing fee of 5.25% due on the principains dut
on maturity on April 19, 2014. The notes are sedwrd collateralized. The Company has received $880of the $1,000,000 init
note issued April 19, 2011, and the remaining $380 receivable is currently outstandii

7 . Plant and Equipment, net

Decembe Decembe

31 31

Accumulated 2011 201(

Cost depreciation Net book Net book

value value

Computer hardware $ 40,55¢ $ 32,01t % 8,54: $ 12,20t
Office equipmen 45,72( 28,43( 17,29( 21,61(
Leasehold improvements 195,66 177,73t 17,92¢ 57,06(
$ 281,94t $ 238,18« % 43,76: $ 90,87¢

8. Equity Investment
Sanhe Sino-Top Resources & Technologies Ltd., China

Gansu Shengda Group Ltd. (“Shengdadjyns 52%, and Exploration Unit of North China Geital Exploration Bureau, also known
Huaguan Industrial Corp. (“HIC”) and 5 individuatsvn 8%, and the Company owns 40% of Sirop, whose assets mainly consist of
exploration properties. Erbahuo, a seventh exptorgiroperty controlled by Sin®ep, is not controlled by the Company, althoughais a righ
to receive 70% of its net income and 30% by HIC.

2011 201(
Carrying value of investment at December 31, 2010 $ 4,832,92. $ 4,804,96
Additional investment and advanc 205,36t 81,04¢
Return of funds advance - (146,500
40% share of net (loss)/income for the year endeckhber 31, 201 (710,149 93,41(
Carrying value of investment at December 31, 2 $ 4328,14. $ 4,832,92
Share of (loss) income for the year ending Decembad.
2011 201(
Exploration expense $ (536,49) $ (1,351,29)
General and administrative expen (173,65() (297,17
Gain on disposal of properti - 1,684,09i
Income taxe: - (42,102
Share of (loss) income for the year (at 4( $ (710,14) $ 93,41(

9. Promissory Note Payable

In 2008, a promissory note was signed with a vemtihe amount of $166,623 with a carried interas¢ of 5% per month, unsecured, an
maturity date. During the year ended December 811 2the Company incurred interest of $99,974 (203899,974).
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

10. Convertible Notes Payable

Current
Balance, December 31, 20 $ =
Issued during the year ended December 31, 170,00(
Balance, December 31, 20 $ 170,001
Issued during the year ended December 31, . 6,580,001
Deferred charge (1,661,34)
Converted during the year ended December 31, (1,063,02)
Balance December 31, 20 $ 4,025,62!

(@)

(b)

On February 15, 2011, the Company closed aertible financing of $2.5 million bearing interest5.5% per annum over a foyeal
period, with consideration of $500,000 paid at icigsand $2,000,000 paid in a series of ten notese(6(a)), each in the princi
amount of $200,000, due on or before the earlig) @9 months from February 15, 2011, or (ii) ®dijto certain conditions, a serie:
dates beginning on September 15, 2011 and followimghe 15th of each month thereafter (note 6{)E Company has the right
offset the payment of any unpaid note receivabbgest to certain conditions. In exchange for théermeceivable issued, the Comp
issued a convertible note payable with a face amoiu$2,766,000 due February 15, 2015, which reprissthe $2,500,000 paid or tc
paid to the Company by the investor and other &mkexpenses. The investor also received a wawgnirchase 8.6 million comm
shares of the Company at an exercise price of $eb8hare at any time within three years aftedtite of issuanci

The proceeds of the financing were allocated batwihe convertible notes payable ($1,938,233), #iated warrants ($242,090),

related expenses ($343,391), and the beneficialarsion feature ($242,786) based upon their resefiir values in accordance w
ASC 470 (“Debt”).The difference between the face value of the cdiblernotes payable and the allocated value isgoelmarged t
interest expense over the term of the convertiblesipayable. The fair value of the beneficial @rion feature will be allocated o
the term from commitment date to the maturity dzftéhe convertible notes payable. Contingent berafconversion features will

recognized when the outstanding conditions have beet and will be amortized from the date of rectigm to the maturity date of tl
convertible notes payable. The fair value of therarats and the related expenses will be allocated the term from the commitme
date to the maturity date of the convertible npi@gable

On April 11, 2011, the Company issued two unsecucedvertible notes with a principal amount of $00® and $300,000, bear
interest at 6% per annum and maturing April 11,30his reflects an original issue discount of 484l ¢he sale of these notes to
holder for $96,000 and $288,000 respectively. Toies are convertible into common stock, at thedesdption, at a 30% discount
any four trading days prior to and including the @& conversion. As consideration, the Company ik@zkthe note receivable set ou
note 6(b).

On December 15, 2011, the Company issued two urescaoonvertible notes with a principal amount 468,000 and $250,0(
bearing interest at 6% per annum and maturing Dbeetb, 2013. This reflects an original issue dist@f 4% and the sale of this n
to the holder for $144,000 and $240,000 respegtivEhe notes are convertible into common stockhatlenders option, at a 30
discount of any four trading days prior to and udlthg the day of conversion. As consideration, Geenpany received $150,000 c
and the note receivable for $250,000 set out ie B(b).
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

10. Convertible Notes Payable continued

(€)

(d)

On April 19, 2011, the Company closed a conblertfinancing agreement with a privately-held @witStates investment firfihe tota
planned funding amount is $3,000,000, with paynoemisisting of $1,000,000 through a convertible gesory note and four $500,C
promissory notes, bearing interest at a 5% time-interest charge on the principal sum due oturitg, secured and collateralized
the lender

The initial note provides for $1,000,000 in thenfoof cash payments to be made to the Company dngotd a funding schedt
expiring 180 days after an effective registratitateament covering the resale of the shares of camstaxk issuable upon conversiol
the note, assuming certain share volume and paieemet. The registration statement became effectivMay 19, 2011. $650,000 v
paid to the Company. $350,000 was due on Decenihe@ 1 (note 6(c)). The subsequent notes eaclegaigr $500,000 considerati
totaling $2,000,000, which are secured and cobditerd, over the remainder of the thremar period. The total face amount of
convertible notes issued is $3,150,000 due April 2814, which represents $3,000,000 to be paiddmgany and other fees ¢
expenses to be paid to the lender. The differeeteden the fair value of the convertible note péyand the allocated value is be
charged to interest expense over the term of thweartible note payable. The fair value of the bamief conversion feature as
December 31, 2011 is $802,083. The fair value efiteneficial conversion feature will be allocategrmthe term from the commitme
date to the maturity date of the convertible natggble.

On January 11, 2011, the Company issued a conkeerttiie with a principal amount of $65,000 whichsvpaid in full on July 25, 201
On March 1, the Company issued a convertible natie & principal amount of $55,000 which was paiduh on September 27, 20:
On April 8, 2011, the Company issued a convertitie with a principal amount of $50,000 which wagpn full on October 27, 201
On August 24, 2011, the Company issued a conventibte with a principal amount of $55,000, due aayM5, 2012. On November
2011, the Company issued a convertible note wiphirzcipal amount of $75,000, due on September 522The notes bear interes
8% per annum and are unsecured. The notes arertibferéto common stock, at the lendeoption, at a discount to the average o
three lowest closing prices of the common stocknduthe 10 trading day period prior to conversidhe lender has agreed to restric
ability to convert the notes and receive sharesoaimon stock such that the number of shares of amrstock held by them and tt
affiliates in the aggregate after such conversioexercise does not exceed 4.99% of the then isanédutstanding shares of comtr
stock.

11. Related Party Transactions and Balances

December 31, 201 December 31, 20:

Unpaid remuneratio $ -$ 213,04(
Advances - 47,21¢
$ - $ 260,25¢

During the year ended December 31, 2011, the Compeurred $360,688 (2010 2%6,000) in management fees paid to a com
controlled by a director for his services as ckiedcutive officer.
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SILVER DRAGON RESOURCES INC.
(AN EXPLORATION STAGE COMPANY)
Notes to the Consolidated Financial Statemen
December 31, 2011 and 201

12. Capital Stock

On January 22, 2010, the Company issued warranés) brganization, to purchase 200,000 sharesdftdmpanys restricted common stock
an exercise price of $0.50, exercisable for a pgedbthree years from the contract date. The wésrarere issued pursuant to a consu
agreement dated January 22, 2010, for fair val#36f380.

On January 25, 2010, the Company issued 200,00@sslod the Companyg’ restricted common stock to a company, pursuaatd¢onsultin
agreement dated January 25, 2010, for fair valug68f200.

On February 1, 2010, the Company issued 25,00¢shafrthe Companyg’ restricted common stock to a company, pursua@intinvestc
relations agreement dated February 1, 2010, forvidue of $7,500. The Company also issued warramisurchase 150,000 shares of
Companys restricted common stock at an exercise price0d® exercisable for a period of one year fromdbetract date, for fair value
20,355.

On February 1, 2010, an individual exercised 100 @ftions to purchase shares of the Compmamgstricted common stock at a per share
of $0.10 for gross proceeds of $10,000.

On February 3, 2010, the Company closed a priviateement totaling 803,571 units at $0.28 per writgfoss proceeds of $225,000. Each
consists of one common share and one $0.50 pez poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On March 1, 2010, the Company issued 25,000 stafrése Companys restricted common stock to a company, pursuarheoinvestc
relations agreement dated February 1, 2010 fovédire of $7,500.

On March 13, 2010 the Company settled the outstgndebt of $100,000 with Minera Real Victoria thgbuthe issuance of 360,000 share
the Company’s restricted common stock.

On March 24, 2010, the Company closed a privategpieent totaling 500,000 units at $0.20 per unitgimss proceeds of $100,000. Each
consists of one common share and one $0.50 pex poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On April 1, 2010, the Company issued 25,000 shafé¢ise Companys restricted common stock to a company, pursuatfietinvestor relatior
agreement dated February 1, 2010 for fair valu&7¢®00.

On April 12, 2010, the Company made an addendum ¢onsulting agreement dated January 22, 2010ssoed additional warrants, to
organization, to purchase 180,000 shares of thep@ags restricted common stock at an exercise price©&® exercisable for a period of «
year from the date of issuance, for fair value bi834.

On April 15, 2010, the Company issued warrantsuxcipase 50,000 shares of the Compamgstricted common stock at an exercise pri
$0.50, exercisable for a period of two years frdma tlate of issuance to an operations manager ofdhepany in China, for fair value
$9,095.

On April 15, 2010, the Company issued warrantsuxcipase 50,000 shares of the Compamgstricted common stock at an exercise pri
$0.50, exercisable for a period of two years frbm date of issuance to a geologist in China, fionviue of $9,095.

On May 1, 2010, the Company issued 25,000 shardsedfompanys restricted common stock to a company, pursuattitetdnvestor relatior
agreement dated February 1, 2010 for fair valu&8¢®00.
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12. Capital Stock, continued

On May 14, 2010, the Company closed a private phace totaling 300,000 units at $0.28 per unit fossg proceeds of $84,000. Each
consists of one common share and one $0.50 pex poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On May 25, 2010, the Company issued 75,000 shdréseoCompany’s restricted common stock to a compaunirsuant to a lontgrir
consulting agreement dated May 19, 2010, for falue of $14,625. The Company also issued warranfsutchase 300,000 shares of
Companys restricted common stock at an exercise priceddt8& exercisable for a period of one year fromisiseance date, for fair value
$20,430.

On May 27, 2010, the Company closed a private piace totaling 1,250,000 units at $0.12 per unitdarss proceeds of $150,000. Each
consists of one common share and one $0.50 pez poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On June 1, 2010, the Company issued 375,000 oEtmepany’s restricted common stock to an individpaksuant to a ongear accountin
services contract for fair value of $75,000.

On June 23, 2010, the Company issued 300,000 sbarde Companys restricted common stock to a company, pursuatieoinvestc
relations agreement dated June 23, 2010 for fhirevaf $74,850.

On September 1, 2010, the Company issued warrars individual to purchase 200,000 shares of th@anys restricted common stock
an exercise price of $0.18, exercisable for a peabtwo years from the contract date. The warramse issued pursuant to a consul
agreement dated September 1, 2010, for fair val$2®,426.

On September 8, 2010, the Company issued warraras individual to purchase 200,000 shares of thiaanys restricted common stock
an exercise price of $0.18, exercisable for a pedabthree years from the contract date. The wésrarere issued pursuant to a contra
provide services as Chief Financial Officer, far falue of $23,058.

On September 21, 2010, the Company issued 25,0@ecfompanys restricted common stock to an individual, pursuaran employme
agreement dated September 21, 2010 for fair vel$6,250.

On September 28, 2010, the Company issued wartangsPDirector, to purchase 200,000 shares of thmganys restricted common stock
an exercise price of $0.25, exercisable for a pesicthree years from the contract date. The wisraere issued pursuant to the appointme
the Director to the Company’s Board of Directors, fair value of $32,704.

On October 1, 2010, the Company issued 300,000sharthe Compang’ restricted common stock to a company, pursuamaintinvestc
relations agreement dated October 1, 2010 fowvtdire of $79,500.
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12. Capital Stock, continued

On October 4, 2010, the Company closed a privategphent totaling 50,000 units at $0.20 per unitgimss proceeds of $10,000. Each
consists of one common share and one $0.50 pex poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On October 6, 2010, a Director of the Company siibsd to a private placement totaling 100,000 uaft$0.28 per unit for gross proceed
$28,000. Each unit consists of one common shareaad0.50 per share purchase warrant exercisathizma two year period from the date
the closing of the private placement.

On October 6, 2010, the Company issued 1,000,08fkestof the Compang’restricted common stock to a Director pursuarthéorenewal
an employment agreement dated October 6, 201@aifovalue of $279,000.

On October 7, 2010, the Company issued warrantsy fadividual, to purchase 50,000 shares of theizmy’s restricted common stock at
exercise price of $0.25, exercisable for a peribdwwm years from the contract date. The warrantsewissued pursuant to a consul
agreement dated October 7, 2010, for fair valug7g754.

On October 7, 2010, the Company issued 50,000 slofithe Company restricted common stock, to an individual, punéia an employme
agreement dated October 7, 2010, for fair valu$1®,000. The Company also issued warrants to psecB80,000 shares of the Company’
restricted common stock at an exercise price d%@xercisable for a period of one year from thetiact date, for fair value of $31,015.

On October 8, 2010, the Company issued 100,00Geshafrthe Company’restricted common stock, to an individual, aslaslwarrants
purchase 200,000 shares of the Compangstricted common stock at an exercise pricédd® exercisable for a period of two years froe
date of issuance. The shares and warrants weredigaursuant to the appointment of the individuathe Strategic Advisory Board of 1
Company on October 8, 2010, for fair value of $80,&nd $31,770, respectively.

On October 14, 2010, the Company closed a priviaigement totaling 50,000 units at $0.20 per unitgimss proceeds of $10,000. Each
consists of one common share and one $0.50 pex poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On October 15, 2010, the Company closed a priviagement totaling 50,000 units at $0.20 per unitgimss proceeds of $10,000. Each
consists of one common share and one $0.50 pex poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On November 15, 2010, the Company closed a prplatleement totaling 33,333 units at $0.15 per wumitgross proceeds of $5,000. Each
consists of one common share and one $0.50 pex poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On November 29, 2010, the Company issued 6,00@slurthe Company’s restricted common stock tondividual as a findes fee, for fai
value of $1,140.
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12. Capital Stock, continued

On December 11, 2010, the Company closed a prplatement totaling 33,333 units at $0.15 per wnitgiross proceeds of $5,000. Each
consists of one common share and one $0.50 pex poachase warrant exercisable within a one yedog&om the date of the closing of
private placement.

On December 21, 2010, the Company closed a prplatement totaling 768,000 units at $0.125 per famigross proceeds of $96,000. E
unit consists of one common share and one $0.25h@ee purchase warrant exercisable within a theee period from the date of the clos
of the private placement.

On December 21, 2010, pursuant to the signingtefra sheet proposing equity financing for the Conypghe Company issued 201,094 sh
of the Company’s restricted common stock to a compfor fair value of $22,120.

On December 23, 2010, the Company issued warramsrchase 100,000 shares of the Compgamstricted common stock, to a consultar
assisting with a financing transaction, at an eigerprice of $0.12, exercisable for a period of fwears from the issuance date, for fair valt
$7,152.

On January 18, 2011, the Company issued 50,00@slwdrrestricted common stock to a company, putstmathe signing of a term sh
proposing $2.5 million of convertible debt finangifor the Company, for fair value of $5,400 (no€d)).

On January 25, 2011, the Company issued 1,410600non share purchase warrants to directors anditants at an exercise price of $(
exercisable for a period of three years from the d&issuance.

As an element of the Compasyongoing financing program on January 27, 201d Sthperior Court of the State of California for @eunty o
Los Angeles entered an Order Approving StipulafmnSettlement of in the matter entitled Socius [L&td. v. Silver Dragon Resources |
The order provided for settlement of Socius GALt.'s (“Socius”) $05,981 claim against the Company. Socius purchdsedlaims fror
seven creditors of Silver Dragon. On January 28,12aGhe Company issued 9,000,000 shares of comrtomk $0 Socius and Soci
subsequently returned 3,116,104 shares for catioella

On January 31, 2011, the Company issued 15,00@slodurestricted common stock to an individualifmestor relation services provided,
fair value of $1,500.

On February 15, 2011 the Company issued 8.6 millzere purchase warrants to an investor, as parfinncing arrangement (note 10) a
exercise price of $0.50 for a period of three ydéiam the date of issuance.

On February 17, 2011, the Company issued 250,08 ghurchase warrants to a company at an exenéeeqf $0.07 exercisable for a per
of one year from the date of issuance.

On February 23, 2011, the Company issued 100,0@@eshof restricted common stock to an individualspant to an addendum to
agreement signed October 7, 2010, for fair valu$1@,400.

On April 20, 2011, the Company issued 125,000 shafeestricted common stock to a law firm for legrvices provided in connection w
the convertible financing agreement closed on Ail2011, for fair value of $20,000.
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12. Capital Stock,continued

On May 20, 2011, the Company issued 400,000 angd@BGhares of restricted common stock for seryicegided in connection with inves
relations, for a fair value of $45,400 and $83,62&pectively. On August 24, 2011, the Company déett&50,000 shares since the contrac
services was cancelled.

On May 27, 2011, the Company closed a private pi@cd and issued 1,250,000 units at $0.10 per oniaftotal of $125,000. Each v
comprises of one common share and one common pherkase warrant. Each warrant of this type beksgyagsable for a period of 12 mon
to acquire one common share at an exercise prig6.ap.

On May 27, 2011, the Company issued 1,250,000 wesraxercisable for a period of 24 months to aeqaive common share at an exel
price of $0.50.

On June 16, 2011, the Company issued 50,000 sbarestricted common stock for services providedannection with investor relations,
a fair value of $5,000.

On June 16, 2011, the Company issued 100,000 consmare warrants for services provided at an exengike of $0.12 exercisable fa
period of one year from the date of issuance,donfalue of $3,946.

On August 10, 2011, the Company issued 100,000 aomshare warrants to an employee at an exercise pfi$0.15 exercisable for a per
of two years from the date of issuance, for falugaf $6,139.

On December 8, 2011, the Company issued 1,562&0@s at $0.08 per unit for a total of $125,000.

During the year ended December 31, 2011, the Coyniganed 5,010,000 shares pursuant to the conweesia note of $185,380 principal ¢
$103,105 interest (note 10(a)).

During the year ended December 31, 2011, an investated to convert two outstanding notes paytdiiding $318,100 plus accrued inte
of $3,353. The Company issued a total of 8,686st8es (note 10(b)).

During the year ended December 31, 2011, the Coyniganed 6,350,000 free trading shares pursuahetoonversion of a note with a bala
of $392,085 principal (note 10(c)).

During the year ended December 31, 2011, an investoted to convert six outstanding notes pay#dibding $340,000 plus accrued inte
of $13,600. The Company issued a total of 6,548st4es (note 10(d)).
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Warrants

As at December 31, 2011, 22,978,000 warrants wetganding, having an exercise price between $8ral7$5.00 per share with an avel
remaining contractual life of 1.89 years.

Weighted
Number of average
exercise
warrants price
Balance, December 31, 20C 15,814,199 $ 0.5¢
Issued during the year ended December 31, . 6,018,23 0.4C
Expired during the year ended December 31, - (6,614,19) (0.50
Balance, December 31, 201 15,218,23 $ 0.5t
Issued during the year ended December 31, . 12,960,00 0.41
Expired during the year ended December 31, - (5,200,23) (0.49
Balance, December 31, 201 22,978,00 $ 0.4¢
As at December 31, 2011, the range of exercisepo€ the outstanding warrants were as follows:
Weighted
Number of Average remaining average exercist
Range of exercise price warrants contractual life price
$0.07- $1.00 21,778,00( 1.95 year: $0.43
$1.01- $2.00 1,000,00C 0.95 year: $1.25
$2.01- $5.00 200,000 0.17 year: $2.75

Options

As at December 31, 2011, 700,000 options were and@tg, having an exercise price between $0.10%h85 per share with an aver
remaining contractual life of 0.48 years.

Weighted
average
Number of exercise price
options
Balance, December 31, 201 700,000 $ 0.7¢
Balance, December 31, 201 700,000 $ 0.7¢
As at December 31, 2011, the range of exercisepo€ the outstanding options were as follows:
Weighted
Average remaining average exercist
Range of exercise price Number of options contractual life price
$0.10- $0.95 700,000 0.48 year: $0.70
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13. Supplemental Cash Flow Information

Issuance of convertible notes payable

December 31 Decembe For the perio

2011 31, 201¢ from June 15, 1996(date

inception) through December !

2011

Issuance of convertible notes pays $ 5,240,000 % -$ 5,240,00!
Cash advance 1,510,001 170,00( 1,658,49.
Notes receivabl (5,127,501 - (5,127,500
Cash repayments on notes receivi 850,00( - 850,00
Deferred charges (197,846 - (197,846
$  2,274,65 170,00( 2,423,14

14. Commitments and Contingencies

(@)

(b)

(€)

In 2007, the Company entered into a five year lesgeement for office, which ends March 31, 2018. cember 19, 2011, 1
Company entered into a three year lease agreemenfffce, which commences April 1, 2012 and endaréhh 31, 2015. The futL
minimum commitment under the lease obligationsoftice premises are as follow

2012 $ 73,11«
2013 60,35¢
2014 60,35¢
2015 15,08¢

$ 208,91

In addition, the Company is required to pay itspamtionate share of realty taxes and certain otisetpancy costs under the term
the lease

Under an agreement with HIC, the Company has cotadhto provide capital contributions to cover exg@Enproportionate to its equ
interest in Sin-Top.

In December 2010, shareholders of the Companywede letter from a shareholder which containeditesms. The first was a copy
a legal proceeding filed in China and the secons avketter making certain allegations regarding@benpany and its management.
legal proceeding was filed by two shareholders aodght to invalidate the Company’s sale in 200860% of Sanhe Sindop
Resources & Technologies, Ltd. The Company belig¢lias the legal proceeding was frivolous and whelithout merit. The sale
guestion was made to a Chinese govern-owned entity, after the receipt of approval by Kieistry of Commerce in Ching

The second item was a letter written by a purpc*Minority Shareholder Committe” claiming that it had initiated the proceeding.
letter alleged that the Company and its manageinatitengaged in various improper and illegal adtizitThe Company, on seve
occasions, through its legal counsel in severaht@s, had asked that individual to cease andstemid subsequently filed a Writ
Summons in the High Court of the Hong Kong Spegidininistrative Region, Court of First Instance olaig damages for libel, .
injunction and other relief. On May 4, 2011, judgrmgas given in favor of the Company for damageslifiel, malicious falsehoo
interest and costs, with amounts to be assesstteypourt. The next hearing has been scheduleijmB for April 18, 2012
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14. Commitments and Contingenciescontinued

(d) The Companyg Mexican subsidiary has been subjected to irregjels that it is seeking to redress. Legal proaegsiwere heard a
decided on an ex parte basis, without notice toQbmpany that resulted in its Mexican subsidiassirig title to its mineral assets.
December 2010, the Company became aware of thiisih, and has taken steps through the courtseixidd to redress the situatior
has commenced a Constitutional Rights Claim befloeeFederal Court in the City of Durango, premisedprocedural irregularitie
The court proceedings are continuing in Mex

15. Subsequent Events

On January 27, 2012, the Company issued a secorecitible promissory note, bearing interest at 886 annum for $42,500; payable
October 30, 2012. The note is secured by assetggdieas collateral.

On February 3, 2012, 357,143 shares were issudddal services rendered for a fair value of $20,00
On February 15, 2012, 100,000 shares were issuesgfoices rendered for a fair value of $6,000.

On March 15, 2012, the Company issued a securededilsie promissory note, bearing interest at 8% grenum for $51,000; payable
December 19, 2012. The note is secured by assstgqu as collateral.

After the year ended December 31, 2011, the Comjsamoyed 17,138,219 shares pursuant to the conmens$ia note of $437,594 principal ¢
$53,626 interest (note 10(a)).

After the year ended December 31, 2011, an invedémted to convert one outstanding notes payalddirtg $81,900 plus accrued interes
$2,683. The Company issued a total of 2,663,51desh@ote 10(b)).

After the year ended December 31, 2011, the Comssed11,394,552 free trading shares pursuahetodnversion of a note with a princi
balance of $360,428 to convert one outstandingsnpéyable totaling $55,000 plus accrued intere§50200. The Company issued a tote
1,890,039 shares (note 10(d)).
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16. Segmented Information

As at December 31, 201 Corporate Mexico China Total

Equity investmen $ - $ - $ 432814: $ 4,328,144
Notes receivabl $ 427750 $ - $ $  4,277.50
Total asset $ 4,776,660 $ 597 $ 4,328,14: $  9,105,40
Year ended December 31, 201 Corporate Mexico China Total

Revenue: $ - $ - $ - 3 =
Depreciatior $ 47,11 $ - $ - $ 47,11
Loss before income te $ (3,166,14) $ (139,299 $ (710,14%) $ (4,015,59)
As at December 31, 201 Corporate Mexico China Total

Equity investmen $ - $ - $ 483292: $ 4,832,92
Notes receivabl $ - $ - $ - $ -
Total asset $ 609,85¢ $ 96z $ 4,83292 $  5,443,74
Year ended December 31, 201 Corporate Mexico Total

Revenue! $ - $ - $ - $ =
Depreciatior $ 54,00¢ $ 38,67¢ $ - $ 92,68'
Loss before income te $ (1,889,51) $ (2,335,38) $ (93,410 $ (4,318,31)

17. Comparative Figures

Certain items have been reclassified to conforthégoresentation adopted in 2011.
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EXHIBIT 31.1

SARBONESOXLEY SECTION 302 CERTIFICATION

[, Marc M. Hazout certify that:
1. | have reviewed this report on Form 10-K of 8ilDragon Resources Inc;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amndtate a material fact necessary to r
the statements made, in light of the circumstanoeer which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatgtnal control over financial reporting (as defihin Exchange Act Rules 13&({f) anc
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedordse designed under «
supervision, to ensure that material informatidatieg to the registrant, including its consolidghsibsidiaries, is made known to us
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financigdaming, or caused such internal control over foiahreporting to be designed un
our supervision, to provide reasonable assurargardang the reliability of financial reporting atite preparation of financial stateme
for external purposes in accordance with geneealepted accounting principles;

c) Evaluated the effectiveness of the registratigslosure controls and procedures and presentttsimeport our conclusions about
effectiveness of the disclosure controls and proresias of the end of the period covered by tientéased on such evaluation; and

d) Disclosed in this report any change in the tegt’s internal control over financial reportingat occurred during the registrasithos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, tregyistrants internal control over financ
reporting; and

5. The registrant's other certifying officer(s) ahdhave disclosed, based on our most recent evatuaf internal control over financ
reporting, to the registrant's auditors and thétaamnmittee of registrant's board of directorsifersons performing the equivalent function):

a) all significant deficiencies and material weadses in the design or operation of internal costosler financial reporting which ¢
reasonably likely to adversely affect the regidteaability to record, process, summarize and refreincial information; and

b) Any fraud, whether or not material, that invavenanagement or other employees who have a signifiole in the registran
internal control over financial reporting.

Date: March 22, 2012

/s/ Marc M. Hazout
Marc M. Hazout
President and Chief Executive Officer




EXHIBIT 31.2

SARBONESOXLEY SECTION 302 CERTIFICATION

[, Jeffrey D. Sherman certify that:
1. | have reviewed this report on Form 10-K of 8ilDragon Resources Inc;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or amndtate a material fact necessary to r
the statements made, in light of the circumstanoeer which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respt
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as de
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatgtnal control over financial reporting (as defihin Exchange Act Rules 13&({f) anc
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaming, or caused such internal control over foiahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial stateme
for external purposes in accordance with geneealepted accounting principles;

c¢) Evaluated the effectiveness of the registratisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and proresias of the end of the period covered by tiientéased on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registramthos
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant's other certifying officer(s) ahdhave disclosed, based on our most recent evatuaf internal control over financ
reporting, to the registrant's auditors and thétaamnmittee of registrant's board of directorsifersons performing the equivalent function):

a) all significant deficiencies and material weadses in the design or operation of internal costosler financial reporting which ¢
reasonably likely to adversely affect the regidteaability to record, process, summarize and refreincial information; and

b) Any fraud, whether or not material, that invavenanagement or other employees who have a signifiole in the registran
internal control over financial reporting.

Date: March 22, 2012

s/ Jeffrey D. Sherman
Jeffrey D. Sherman
Chief Financial Officer




EXHIBIT 32.1

SARBANES-OXLEY SECTION 906 CERTIFICATION

In connection with the Annual Report of Silver DoagResources Inc. (the “Company”) on FormKlL@er the period ended December 31, 2
as filed with the Securities and Exchange Commissio the date hereof (the “Reportl), Marc Hazout, Chief Executive Officer of 1

Company, certify, pursuant to 18 U.S.C. Section0l3%s adopted pursuant to Section 906 of the Sesaxiey Act of 2002, that, to n
knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations
the Company

/s/ Marc Hazou
Marc Hazout
Chief Executive Officer

March 22, 2012



EXHIBIT 32.2
SARBANES-OXLEY SECTION 906 CERTIFICATION

In connection with the Annual Report of Silver DoagResources Inc. (the “Company”) on FormKlL@er the period ended December 31, 2
as filed with the Securities and Exchange Commissio the date hereof (the “Reportl),Jeffrey Sherman, Chief Financial Officer of

Company, certify, pursuant to 18 U.S.C. Section0l3%s adopted pursuant to Section 906 of the Sesaxiey Act of 2002, that, to n
knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations
the Company

/sl Jeffrey Sherman
Jeffrey Sherman
Chief Financial Officer

March 22, 2012



