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This Management’'s Discussion and Analysis (“MD&A”) should be read in conjunction with the
Company's unaudited interim consolidated financial statements for the three and nine months ended
December 31, 2008 and related notes thereto which have been prepared in accordance with Canadian
generally accepted accounting principles. In addition, the following should be read in conjunction with
the March 31, 2008 audited annual consolidated financial statements, the related annual Management's
Discussion and Analysis, and the Annual Information Form as well as other information relating to
Silvercorp Metals Inc. (the “Company”) on file with the Canadian provincial securities regulatory
authorities, on SEDAR at www.sedar.com, and the Company’s website at www.silvercorpmetals.com.
This Management'’s Discussion and Analysis contains “forward looking” statements that are subject to
risk factors set out in the cautionary note contained herein.

The Company’s consolidated financial statements which have been prepared in accordance with
Canadian generally accepted accounting principles, and all financial data derived therefrom in this
report are expressed in United States (“US”) dollars, unless otherwise noted.

Throughout the tables and charts, totals may not add up due to independent rounding.

FORWARD LOOKING STATEMENTS

Except for statements of historical fact relating to the Company, certain information contained herein
constitutes forward-looking statements. Forward-looking statements are frequently characterized by
words such as “plan”, “expect”, “project”, “intend”, “believe”, “anticipate”, and other similar words,
or statements that certain events or conditions “may” or “will” or *“can” occur. Forward-looking
statements are based on the opinions and estimates of management on the date the statements are made,
and are subject to a variety of risks and uncertainties and other factors that could cause actual events or
results to differ materially from those projected in the forward-looking statements. These factors include
the inherent risks involved in the exploration, development, and mining of mineral properties, the
uncertainties involved in interpreting drilling results and other geological data, fluctuating metal prices,
currency fluctuations, the possibility of project cost overruns or unanticipated costs and expenses,
uncertainties relating to the availability and costs of financing needed in the future and other factors
described in this report under the heading ““Outlook™. There can be no assurance that such forward-
looking statements will prove to be accurate, as actual results and future events could differ materially
from those anticipated in such statements. Accordingly, readers should not place undue reliance on such
statements. Except in accordance with applicable securities laws, the Company expressly disclaims any
obligation to update any forward-looking statements or forward-looking statements that are
incorporated by reference herein.

Non-GAAP Measurements

The Company has included non-GAAP performance measures, total production costs and total cash
costs per silver ounce, adjusted earnings and adjusted EPS, throughout this document.

The Company reports total production costs and total cash costs on a sales basis. In the silver mining
industry, these are common performance measures but do not have any standardized meaning, and are
non-GAAP measures. The Company believes that, in addition to conventional measures prepared in
accordance with GAAP, the Company and certain investors use this information to evaluate the
Company’s performance and ability to generate cash flow and profits. Accordingly, it is intended to
provide additional information and should not be considered in isolation or as a substitute for measures
of performance prepared in accordance with GAAP.

In addition, the Company uses the non-GAAP financial measures ““adjusted earnings” and ““adjusted
EPS” to supplement its financial statements. The presentation of adjusted earnings and adjusted EPS is
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not intended to be a substitute for net income (loss) and EPS presented in the statement of operations in
accordance with GAAP, but rather should be evaluated in conjunction with such GAAP measures.
Adjusted earnings is calculated as net income (loss) excluding non-cash impairment charge (net of
income tax impact) and unrealized foreign exchange loss in relating to the translation from Chinese
Yuan to Canadian dollar of future income tax liability arising from the acquisition of the GC & SMT
projects. Adjusted EPS is calculated using adjusted earnings divided by weighted average number of
shares. The term adjusted earnings and adjusted EPS do not have a standardized meaning prescribed by
Canadian GAAP, and therefore the Company’s definitions are unlikely to be comparable to similar
measures presented by other companies. The Company’s management believes that the presentation of
adjusted earnings and adjusted EPS provide meaningful supplemental information about the Company’s
underlying results of operations, and they assist investors and financial analysts in analyzing and
forecasting future periods.

Refer to section 1.2(b)(vi) on pages 11 and 12 for a reconciliation of the total cash costs and total
production costs to reported cost of sales as well as a reconciliation of the adjusted earnings and
adjusted EPS to the reported net loss.

1.0 Preliminary Information

(a) Core Business

Silvercorp Metals Inc., China’s largest primary silver producer, is engaged in the acquisition, exploration,
and development of silver related mineral properties focusing in the People's Republic of China
("China™). Silvercorp Metals Inc. is operating and developing four Silver-Lead-Zinc mines at the highly
profitable Ying Mining Camp, Henan Province, China. Silvercorp is also applying for a mining permit
for the newly acquired 95% owned GC/SMT property to profitably mine and produce silver, lead, zinc
and tin metals in Guangdong Province, China.

The Company’s common shares are included as a component of the S&P/TSX Composite and the
S&P/TSX Global Mining Indexes.

(b) Impact of Current Market Conditions

Recent unprecedented events in the global financial markets have had a profound impact on the mining
industry worldwide. Some of the key impacts directly affecting the Company include:

e During the quarter, the Net Smelter Return (“NSR”, net of smelter charges and recovery rates and
value added tax) for silver, lead and zinc decreased by 39%, 49% and 32%, respectively, compared
to the previous quarter, and by 34%, 60% and 60%, respectively, compared to the same quarter last
year. This has caused sales revenue to drop by almost 50% compared to the same period last year.

e The sharp drop in metal prices has caused the Company to suspend its exploration effort at the
Nabao project, to suspend mining operations at the TLP and HPG mines, and to focus its mining
operations only on high grade zones at the LM mine. As a result, the Company recorded $47.4
million in non-cash impairment charges on its mineral property, plant and equipment for the quarter.

For further details with respect to the impacts of current market conditions, please refer to section 1.2
Overall Performance.

1.1 Date of Report - As above
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1.2 Overall Performance

(a) Financial — Three and Nine Months ended December 31, 2008

For the three months ended December 31, 2008, the Company achieved sales of $15.2 million, a decline
of 50% compared to sales of $30.1 million for the same period last year. Gross profit from operations
amounted to $5.2 million, a decrease of 78% compared to $24.2 million for the three months ended
December 31, 2007, representing a gross margin of 35% (three months ended December 31, 2007 - 80%).
A net loss of $33.7 million, or $0.22 per share (three months ended December 31 2007 - net income of
$17.8 million or $0.12 per share), was recorded. The net loss included impairment charges of $47.4
million ($40.3 million after tax) and an unrealized foreign exchange loss arising from future income tax
liabilities of $2.5 million. Excluding the impairment charges and the unrealized foreign exchange loss,
the adjusted earnings would be $2.6 million, or $0.02 per share.

For the three months ended December 31, 2008, the Company achieved 38% higher production levels in
terms of the tonnes of ore mined over the same period last year. However, sales, earnings and cash
provided by operating activities decreased, mainly due to the following:

(i) During the quarter, the Net Smelter Return (NSR) for silver, lead and zinc decreased by 39%, 49%
and 32%, respectively, compared to the previous quarter, and by 34%, 60% and 60%, respectively,
compared to the same quarter last year. During the nine months ended December 31, 2008, the NSR
for silver, lead and zinc dropped by 1%, 27% and 55%, respectively, compared to the same period
last year.

A comparison of the NSR is as follows:
Three months ended Nine months ended

December September December December December
31, 2008 30, 2008 31, 2007 31, 2008 31, 2007

Silver (USD/oz) $ 7.34 $ 11.99 $ 11.09 $ 10.65 $ 10.74
Lead (USD/Ib) 0.41 0.81 1.02 0.69 0.95
Zinc (USD/1b) 0.28 0.41 0.70 0.43 0.94

(ii) A total of $47.4 million ($40.3 million after tax) in impairment charges and a $2.5 million unrealized
foreign exchange loss relating to the translation from Chinese Yuan to the Canadian dollar for future
income tax liabilities arising from the acquisition of the GC & SMT projects were recorded in the
current quarter while $nil was recorded in the same quarter last year.

Cash provided by operating activities for the three months ended December 31, 2008, was $8.5 million, a
decrease of 63% from $23.1 million for the same period last year. The Company ended the quarter with
$43.3 million in cash and cash equivalents and short-term investments.

For the nine months ended December 31, 2008, the Company achieved sales of $66.1 million, down 19%
from sales of $81.5 million for the same period last year. Gross profit from operations amounted to $36.8
million, a decrease of 43% compared to the $64.8 million for the nine months ended December 31, 2007,
representing a gross margin of 56% (nine months ended December 31, 2007 - 80%). The net loss was
$17.2 million, or $0.11 per share (same period last year - net earnings of $49.1 million, or 0.33 per share).
The net loss included $47.8 million ($40.7 million after tax) impairment charges and $3.5 million
unrealized foreign exchanged loss on the future income tax liabilities. The adjusted earnings for the nine
months ended December 31, 2008, was $20.4 million or $0.13 per share.

Cash provided by operating activities for the nine months ended December 31, 2008, was $36.4 million,
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a decrease of 42% from $62.6 million for the same period last year.

Capital expenditures during the nine months ended December 31, 2008, amounted to $47.6 million (nine
months ended December 31, 2007 - $29.8 million), representing the purchase of mineral rights and
properties and deferred exploration costs totaling $36.4 million (nine months ended December 31, 2007 -
$26.4 million) and the purchase of equipment and construction of a new mill totaling $11.2 million (nine
months ended December 31, 2007 - $3.4 million).

(b)_Operations — Three and Nine months ended December 31, 2008

Total sales and selling prices (NSR, net of smelter charges and the value added tax) for the three months
ended December 31, 2008, compared to the same period of last year, are as follows:

Three months ended December 31

Quantity Metal Prices Sales Revenue
2008 2007 2008 2007 2008 2007
Silver (ounces) 1.1 million 1.1 million $ 734 $ 11.09 $ 8.0 million $ 12.1million
Gold (ounces) 601 853 449.52 664.33 0.3 million 0.6 million
Lead (pounds) 14.8 million  13.8 million 0.41 1.02 6.1 million 14.0 million
Zinc (pounds) 3.0 million 4.9 million 0.28 0.70 0.8 million 3.4 million

For the three months ended December 31, 2008, 121,946 tonnes of ore were mined, representing a 38%
increase compared to the same period last year. Of this amount, 3,288 tonnes were hand sorted for direct
shipment to smelters and the remaining 118,658 tonnes were shipped to mills for processing. A total of
115,227 tonnes of ore were treated in Silvercorp’s mills to produce silver-lead and zinc concentrates.

For the nine months ended December 31, 2008, 376,099 tonnes of ore were mined, representing a 61%
increase compared to the same period last year. Of this amount, 5,994 tonnes were hand sorted for direct
shipment to smelters and 370,106 tonnes of ores were shipped to mills for processing. A total of 366,944
tonnes of ore were treated in mills to recover silver-lead and zinc concentrates.

Mining Cost

For the three months ended December 31, 2008, the cash unit mining cost per tonne of ore decreased by
8% to $42.57, compared to a cash unit mining cost of $46.49 in the same quarter last year. On a
sequential basis, the cash mining cost per tonne of ore decreased by 19% to $42.57 in the current quarter
from $52.33 in the quarter ended September 30, 2008, as a result of operational improvements.

For the three months ended December 31, 2008, the total mining cost per tonne of ore mined increased
by 19% to $64.30 per tonne compared to $53.92 per tonne in the same period last year. The total mining
cost is comprised of a cash unit mining cost of $42.57 per tonne (same period last year - $46.49 per tonne)
and a non-cash unit mining cost of $21.73 per tonne (same period last year - $7.43 per tonne).

For the nine months ended December 31, 2008, the total unit mining cost was $71.58 per tonne of ore,
which comprised of a cash unit of $52.81 (same period 2007 - $42.23) and a non-cash unit mining cost of
$18.77 per tonne of ore (same period 2007 - $6.93). The major components in the cash mining cost for
the three and nine months ended December 31, 2008, were: 18% and 22% for raw materials; 15% and
13% for labour costs; 42% and 34% for mining contractor costs; 7% and 7% for mine development; 1%
and 8% for drilling costs; 10% and 8% for utilities; and 7% and 8% for other miscellaneous costs.

Milling Cost

For the three and nine months ended December 31, 2008, unit milling costs were $12.70 and $12.67 per
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tonne of ore, which comprised of cash unit milling cost of $11.76 and $11.73 and non-cash unit milling
cost of $0.94 and $0.94, respectively. The major components of cash milling costs for the three and nine
months ended December 31, 2008, respectively, were: 30% and 30% for raw material; 13% and 16% for
labour costs; 15% and 12% for milling contractors fees; 16% and 16% for mineral resources tax; 22%
and 22% for utilities; and 4% and 4% for other various miscellaneous costs.

Silver Production Cost

The Company continues to achieve industry-leading low total production costs per ounce of silver. For
the three months ended December 31, 2008, the total production cost per ounce of silver and total cash
cost per ounce of silver adjusted for by-product credits were $2.54 (same period last year - negative
$11.18) and $0.25 (same period last year - negative $12.10), respectively. This increase was mainly
caused by the reduction in by-product credits as the average selling price of lead fell 60% from $1.02 to
$0.41 per pound and the average selling price of zinc fell 60% from $0.70 to $0.28 per pound compared
to same quarter last year.

For the nine months ended December 31, 2008, the total production cost and cash cost per ounce of silver
were negative $1.02 (nine months ended December 31, 2007 - negative $11.16) and negative $3.01 (nine
months ended December 31, 2007 - negative $12.19), respectively, after adjusting for by-product credits.
The increase was mainly caused by the reduction in by-product credits as average selling prices of lead
(NSR) fell 27% from $0.95 to $0.69 per pound, and average selling price of zinc (NSR) fell 54% from
$0.94 to $0.43 per pound.
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(b)(i) The following table summarizes operating and financial data in respect to the Ying, HPG, LM and TLP
properties on a consolidated basis.

Consolidated Three months ended December 31, Nine months ended December 31,
2008 2007 2008 2007

Production Data
Mine Data
Ore Mined (tonne)

Direct Smelting Ores (tonne) 3,288 3,691 5,993 9,760
Stockpiled Ores (tonne) 118,658 84,431 370,106 223,895
121,946 88,122 376,099 233,655
Run of Mine Ore (tonne)
Direct Smelting Ores (tonne) 3,288 3,691 9,228 9,760
Ores Milled (tonne) 115,227 81,069 366,944 227,458
118,515 84,760 376,172 237,218
Mining Cost and Milling Cost
Mining Cost per tonne of ore mined ($) 64.30 53.92 71.58 49.16
Cash mining cost per tonne of ore mined ($) 42.57 46.49 52.81 42.23
Non cash mining cost per tonne of ore mined ($) 21.73 7.43 18.77 6.93
Cost per tonne of ore shipped ($) 3.73 3.88 3.54 3.64
Milling Cost per tonne of ore milled ($) 12.70 12.22 12.67 11.45
Cash milling cost per tonne of ore milled ($) 11.76 11.40 11.73 10.73
Non cash milling cost per tonne of ore milled ($) 0.94 0.82 0.94 0.72
Average Production Cost
Silver ($ per ounce) 4.81 2.15 4.72 2.20
Gold ($ per ounce) 294.24 133.30 244.28 116.72
Lead ($ per pound) 0.27 0.20 0.31 0.19
Zinc ($ per pound) 0.19 0.14 0.19 0.19
Production Cost and Cash Cost Per Ounce of Silver, Adjusted for By-Product Credits
Total production cost per ounce of Silver ($) 2.54 (11.18) (1.02) (11.16)
Total cash cost per ounce of Silver ($) 0.25 (12.10) (3.01) (12.19)
Total Recovery of the Run of Mine Ores
Silver (%) 91.35 90.30 89.03 90.30
Lead (%) 95.40 95.70 93.69 95.30
Zinc (%) 77.57 71.40 78.00 73.80
Head Grades of Run of Mine Ores
Silver (gram/tonne) 323.92 410.90 291.67 422.20
Lead (%) 6.08 7.20 5.19 7.40
Zinc (%) 1.84 3.10 1.76 3.20
Sales Data
Metal Sales
Silver (ounce) 1,090,412 1,087,055 3,153,369 2,959,655
Gold (ounce) 601 853 1,624 1,691
Lead (pound) 14,791,330 13,776,546 39,883,762 37,925,734
Zinc (pound) 2,964,774 4,925,076 9,484,051 13,518,607
Metal Sales
Silver ($) 8,006,021 12,052,539 33,596,344 31,780,386
Gold ($) 270,049 566,673 895,502 963,018
Lead ($) 6,046,923 14,029,482 27,554,386 36,027,267
Zinc ($) 844,804 3,442,001 4,084,441 12,747,512
15,167,797 30,090,695 66,130,673 81,518,183
Average Selling Price, Net of Value Added Tax and Smelter Charges
Silver ($ per ounce) 7.34 11.09 10.65 10.74
Gold ($ per ounce) 449.52 664.33 551.26 569.50
Lead ($ per pound) 0.41 1.02 0.69 0.95
Zinc ($ per pound) 0.28 0.70 0.43 0.94

Management’s Discussion and Analysis of Financial Condition and Results of Operations Page 6



SILVERCORP METALS INC.

Management’s Discussion and Analysis of Financial Condition and Results of Operations
Three and nine months ended December 31, 2008

(Expressed in US Dollars, except share, per share, and mining data)

(b)(ii) The following table summarizes the operating and financial data in respect to the Ying Property on a non-
consolidated basis.

Ying Project Three months ended December 31, Nine months ended December 31
2008 2007 2008 2007

Production Data
Mine Data
Ore Mined (tonne)

Direct Smelting Ores (tonne) 3,114 3,210 8,572 8,337
Stockpiled Ores (tonne) 77,968 67,470 223,920 183,431
81,082 70,680 232,492 191,768

Run of Mine Ore (tonne)

Direct Smelting Ores (tonne) 3,114 3,210 8,572 8,337
Ores Milled (tonne) 70,854 64,635 215,037 193,491
73,968 67,845 223,609 201,828
Mining Cost and Milling Cost
Mining Cost per tonne of ore mined ($) 61.60 50.72 67.95 49.00
Cash mining cost per tonne of ore mined (3$) 45.10 43.11 52.68 41.65
Non cash mining cost per tonne of ore mined ($) 16.50 7.61 15.27 7.35
Cost per tonne of ore shipped ($) 3.75 3.76 3.61 351
Milling Cost per tonne of ore milled ($) 11.24 10.86 11.58 10.61
Cash milling cost per tonne of ore milled (3$) 10.32 10.32 10.64 10.08
Non cash milling cost per tonne of ore milled ($) 0.92 0.54 0.94 0.53
Average Production Cost
Silver ($ per ounce) 3.49 2.16 3.62 1.97
Gold ($ per ounce) 161.62 133.28 129.02 51.59
Lead ($ per pound) 0.20 0.20 0.24 0.17
Zinc ($ per pound) 0.13 0.13 0.15 0.17
Production Cost and Cash Cost Per Ounce of Silver, Adjusted for By-Product Credits
Total production cost per ounce of Silver ($) 0.18 (10.45) (3.21) (10.89)
Total cash cost per ounce of Silver ($) (1.39) (11.16) (4.45) (11.45)
Total Recovery of the Run of Mine Ores
Silver (%) 92.97 90.60 90.60 90.80
Lead (%) 96.66 96.10 95.54 95.60
Zinc (%) 78.06 71.90 78.60 74.90
Head Grades of Run of Mine Ores
Silver (gram/tonne) 420.20 461.70 363.39 468.10
Lead (%) 7.70 7.50 6.25 7.50
Zinc (%) 2.59 3.60 2.72 3.90
Sales Data
Metal Sales
Silver (ounce) 879,587 994,914 2,477,143 2,754,346
Gold (ounce) 8 79 72 215
Lead (pound) 11,419,008 11,649,107 30,764,344 32,685,400
Zinc (pound) 2,894,081 4,647,297 9,256,805 12,969,662
Metal Sales
Silver ($) 6,480,909 11,066,590 26,378,628 29,649,870
Gold ($) 2,866 20,430 27,501 60,758
Lead ($) 4,707,674 11,825,982 21,593,220 30,969,795
Zinc ($) 823,185 3,243,575 3,995,710 12,270,460
12,014,634 26,156,577 51,995,059 72,950,883
Average Selling Price, Net of Value Added Tax and Smelter Charges
Silver ($ per ounce) 7.37 11.12 10.65 10.76
Gold ($ per ounce) 341.03 258.61 379.67 282.59
Lead ($ per pound) 0.41 1.02 0.70 0.95
Zinc ($ per pound) 0.28 0.70 0.43 0.95
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(b)(iii) The following table summarizes the operating and financial data in respect to the HPG Mine on a non-
consolidated basis

HPG Property Three months ended December 31, Nine months ended December 31,
2008 2007 2008 2007

Production Data

Mine Data
Ore Mined (tonne)
Direct Smelting Ores (tonne) 162 481 490 1,423
Stockpiled Ores (tonne) 20,237 16,961 52,870 40,464
20,399 17,442 53,360 41,887
Run of Mine Ore (tonne)
Direct Smelting Ores (tonne) 162 481 490 1,423
Ores Milled (tonne) 23,692 16,434 59,334 33,967
23,854 16,915 59,824 35,390
Mining Cost and Milling Cost
Mining Cost per tonne of ore mined ($) 61.00 66.89 74.48 49.88
Cash mining cost per tonne of ore mined ($) 30.44 60.20 44.75 44.89
Non cash mining cost per tonne of ore mined ($) 30.89 6.69 29.73 4.99
Cost per tonne of ore shipped ($) 4.03 4.36 4.03 441
Milling Cost per tonne of ore milled ($) 14.49 17.85 13.00 16.31
Cash milling cost per tonne of ore milled ($) 13.40 15.89 11.97 1452
Non cash milling cost per tonne of ore milled ($) 1.09 1.96 1.13 1.79
Average Production Cost
Silver ($ per ounce) 10.55 3.45 7.37 4.22
Gold ($ per ounce) 631.58 231.22 396.82 248.15
Lead ($ per pound) 0.46 0.33 0.45 0.39
Zinc ($ per pound) 0.43 0.23 0.27 0.36
Production Cost and Cash Cost Per Ounce of Silver, Adjusted for By-Product Credits
Total production cost per ounce of Silver ($) 17.59 (19.09) 0.34 (14.81)
Total cash cost per ounce of Silver ($) 8.13 (22.24) (6.78) (22.20)
Total Recovery of the Run of Mine Ores
Silver (%) 76.45 86.90 81.58 90.20
Lead (%) 92.59 93.70 93.16 95.80
Zinc (%) 74.23 58.70 71.43 61.10
Head Grades of Run of Mine Ores
Silver (gram/tonne) 108.8 217.3 155.9 227.6
Lead (%) 4.55 6.50 5.87 7.50
Zinc (%) 117 0.70 0.93 1.20
Sales Data
Metal Sales
Silver (ounce) 53,467 92,141 187,445 205,309
Gold (ounce) 547 774 1,386 1,476
Lead (pound) 2,002,943 2,127,439 5,337,720 5,240,334
Zinc (pound) 70,693 277,779 227,246 548,945
Metal Sales
Silver ($) 400,940 985,949 1,982,253 2,130,516
Gold ($) 245,675 546,243 789,544 902,260
Lead ($) 658,614 2,203,500 3,461,276 5,057,472
Zinc ($) 21,619 198,426 88,731 477,052
1,326,848 3,934,118 6,321,804 8,567,300
Average Selling Price, Net of Value Added Tax and Smelter Charges
Silver ($ per ounce) 7.50 10.70 10.58 10.38
Gold ($ per ounce) 449.00 705.74 569.60 611.29
Lead ($ per pound) 0.33 1.04 0.65 0.97
Zinc ($ per pound) 0.31 0.71 0.39 0.87
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(b)(iv) The following table summarizes the operating and financial data in respect to the LM Mine on a non-

consolidated basis:

Three months ended
December 31, 2008

LM Project

Nine months ended
December 31, 2008

Production Data
Mine Data
Ore Mined (tonne)

Direct Smelting Ores (tonne) 4 71
Stockpiled Ores (tonne) 9,506 34,844
9,510 34,915
Run of Mine Ore (tonne)
Direct Smelting Ores (tonne) 4 71
Ores Milled (tonne) 10,118 30,074
10,122 30,145
Mining Cost and Milling Cost
Mining Cost per tonne of ore mined ($) 95.96 109.45
Cash mining cost per tonne of ore mined ($) 44.96 68.73
Non cash mining cost per tonne of ore mined ($) 51.00 40.72
Cost per tonne of ore shipped ($) 4.06 4.75
Milling Cost per tonne of ore milled ($) 18.14 17.88
Cash milling cost per tonne of ore milled ($) 18.14 17.88
Average Production Cost
Silver ($ per ounce) 9.81 14.44
Gold ($ per ounce) 726.36 728.07
Lead ($ per pound) 0.96 0.92
Production Cost and Cash Cost Per Ounce of Silver, Adjusted for By-Product Credits
Total production cost per ounce of Silver ($) 11.13 9.73
Total cash cost per ounce of Silver ($) 7.45 6.02
Total Recovery of the Run of Mine Ores
Silver (%) 87.93 88.06
Lead (%) 86.76 86.77
Head Grades of Run of Mine Ores
Silver (gram/tonne) 307.28 307.23
Lead (%) 1.88 2.04
Zinc (%)
Sales Data
Metal Sales
Silver (ounce) 78,297 243,380
Gold (ounce) 28 84
Lead (pound) 397,654 1,082,829
Metal Sales
Silver ($) 569,409 2,606,072
Gold ($) 15,083 45,417
Lead ($) 283,353 737,786
867,844 3,389,275
Average Selling Price, Net of Value Added Tax and Smelter Charges
Silver ($ per ounce) 7.27 10.71
Gold ($ per ounce) 538.66 539.93
Lead ($ per pound) 0.71 0.68
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(b)(v) The following table summarizes the operating and financial data in respect to the TLP Mine on a non-
consolidated basis.

TLP Project Three months ended Nine months ended
December 31, 2008 December 31, 2008
Production Data
Mine Data
Ore Mined (tonne)
Direct Smelting Ores (tonne) 8 95
Stockpiled Ores (tonne) 10,946 58,472
10,954 58,567
Run of Mine Ore (tonne)
Direct Smelting Ores (tonne) 8 95
Ores Milled (tonne) 10,563 62,499
10,571 62,594
Mining Cost and Milling Cost
Mining Cost per tonne of ore mined ($) 62.44 56.79
Cash mining cost per tonne of ore mired ($) 44.40 48.26
Non cash mining cost per tonre of ore mined ($) 18.04 8.53
Cost per tonne of ore shipped ($) 2.81 211
Milling Cost per tonne of ore milled ($) 13.36 13.89
Cash milling cost per tonne of ore milled ($) 11.74 12.67
Non cash milling cost per tonre of ore milled (%) 1.62 1.22
Average Production Cost
Silver ($ per ounce) 8.77 9.88
Gold ($ per ounce) 467.33 372.59
Lead ($ per pound) 0.51 0.60
Production Cost and Cash Cost Per Ounce of Silver, Adjusted for By-Product Credits
Total production cost per ounce of Silver ($) 10.04 9.31
Total cash cost per ounce of Silver ($) 6.14 5.46
Total Recovery of the Run of Mine Ores
Silver (%) 90.79 84.19
Lead (%) 87.03 80.42
Head Grades of Run of Mine Ores
Silver (granvtonne) 181.40 162.28
Lead (%) 2.77 2.36
Sales Data
Metal Sales
Silver (ounce) 79,060 245,401
Gold (ounce) 17 82
Lead (pound) 971,725 2,698,869
Metal Sales
Silver ($) 554,765 2,629,391
Gold ($) 6,426 33,040
Lead ($) 397,282 1,762,104
958,473 4,424,535
Average Selling Price, Net of Value Added Tax and Smelter Charges
Silver ($ per ounce) 7.02 10.71
Gold ($ per ounce) 373.94 403.99
Lead ($ per pound) 0.41 0.65
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(b)(vi) Non-GAAP Measures Reconciliation

The following tables provide a reconciliation of total cash costs and total production costs per silver
ounce to the financial statements for the three and nine months ended December 31, 2008 and 2007.

Three months ended December 31,

Nine months ended December 31,

Consolidated 2008 2007 2008 2007
Cost of sales per financial statements $ 7,439,333 $ 4,889,057 $ 23,046,247 $ 13,655,741
By-product lead, zinc, and gold sales (7,161,776) (18,038,156) (32,534,329) (49,737,797)
Total adjusted cash costs 277,557 (13,149,099) (9,488,082) (36,082,056)
Divided by ounces of silver sold 1,090,412 1,087,055 3,153,369 2,959,655
Total cash costs per ounce of silver $ 025 $ (12.10) $ (3.01) $ (12.19)
Total adjusted cash costs $ 277557 $ (13,149,099) $ (9,488,082) $ (36,082,056)
Amortization and depletion 2,489,048 992,436 6,258,501 3,051,395
Total adjusted cash of goods sold 2,766,605 (12,156,663) (3,229,581) (33,030,661)
Divided by ounces of silver sold 1,090,412 1,087,055 3,153,369 2,959,655
Total production cost per ounce of silver $ 254 % (11.18) $ (1.02) $ (11.16)

Three months ended December 31,

Nine months ended December 31

Ying Project 2008 2007 2008 2007
Cost of sales $ 4,308,047 $ 3,989,689 $ 14593913 $ 11,777,437
By-product lead, zinc, and gold sales (5,533,725) (15,089,987) (25,616,431) (43,301,013)
Total adjusted cash costs (1,225,678) (11,100,298) (11,022,518) (31,523,576)
Divided by ounces of silver sold 879,587 994,914 2,477,143 2,754,346
Total cash costs per ounce of silver $ (1.39) $ (11.16) $ (4.45) $ (11.45)

Total adjusted cash costs

$  (1,225678) $ (11,100,298)

$ (11,022,518) $ (31,523,576)

Amortization and depletion 1,385,845 702,447 3,074,414 1,533,865
Total adjusted cash of goods sold 160,167 (10,397,851) (7,948,104) (29,989,711)
Divided by ounces of silver sold 879,587 994,914 2,477,143 2,754,346
Total production cost per ounce of silver $ 0.18 $ (10.45) $ (3.21) $ (10.89)

Three months ended December 31,

Nine months ended December 31,

HPG Project 2008 2007 2008 2007
Cost of sales $ 1,360,458 $ 899,368 $ 3,069,381 $ 1,878,304
By-product lead, zinc, and gold sales (925,908) (2,948,169) (4,339,551) (6,436,784)
Total adjusted cash costs 434,550 (2,048,801) (1,270,170) (4,558,480)
Divided by ounces of silver sold 53,467 92,141 187,445 205,309
Total cash costs per ounce of silver $ 813 $ (22.24) $ (6.78) $ (22.20)
Total adjusted cash costs $ 434,550 $ (2,048,801) $ (1,270,170) $  (4,558,480)
Amortization and depletion 505,927 289,989 1,334,791 1,517,530
Total adjusted cash of goods sold 940,477 (1,758,812) 64,621 (3,040,951)
Divided by ounces of silver sold 53,467 92,141 187,445 205,309
Total production cost per ounce of silver $ 1759 $ (19.09) $ 034 $ (14.81)
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Three months ended

Nine months ended

LM Project December 31, 2008 December 31, 2008
Cost of sales 881,396 $ 2,248,333
By-product lead and gold sales (298,435) (783,203)
Total adjusted cash costs 582,960 1,465,131
Divided by ounces of silver sold 78,297 243,380
Total cash costs per ounce of silver 7.45 6.02
Total adjusted cash costs 582,960 1,465,131
Amortization and depletion 288,855 903,283
Total adjusted cash of goods sold 871,815 2,368,414
Divided by ounces of silver sold 78,297 243,380
Total production cost per ounce of silver 11.13 9.73

Three months ended

Nine months ended

TLP Project December 31, 2008 December 31, 2008
"Cost of sales 889,432 $ 3,134,620
By-product lead and gold sales (403,708) (1,795,144)
Total adjusted cash costs 485,724 1,339,476
Divided by ounces of silver sold 79,060 245,401
Total cash costs per ounce of silver 6.14 5.46
Total adjusted cash costs 485,724 1,339,476
Amortization and depletion 308,421 946,013
Total adjusted cash of goods sold 794,144 2,285,489
Divided by ounces of silver sold 79,060 245,401
Total production cost per ounce of silver 10.04 $ 9.31

The following table provides a reconciliation of adjusted net income and adjusted EPS to reported net
loss for the three and nine months ended December 31, 2008, and 2007.

Three months ended December 31,

Nine months ended December 31,

2008 2007

2008 2007

Reported net income (loss)
Adjustments:

(33,694,921) $ 17,780,960 $

(17,235,387) $ 49,077,992

Impairment charges 47,433,476 47,800,181

Unrealizaed foreign exchange loss associated with future income tax

liabilities 2,523,023 3,495,171

Future income taxes recovery associated with impairment charges (7,139,889) - (7,139,889) -
Adjusted income before non controlling interest 9,121,689 17,780,960 26,920,076 49,077,992
Non controlling interest associated with adjustments above (6,520,761) (6,520,761)

Adjusted earnings

2,600,928 17,780,960

20,399,315 49,077,992

Adjusted basic earning per share

002 $ 012 $

013 § 0.33

Adjusted diluted earning per share

002 $ 012 $

013 § 0.33

Weighted Average Number of Shares Outstanding - Basic

151,689,501 148,088,464

151,760,854 147,237,094

Weighted Average Number of Shares Outstanding - Diluted

152,919,366 150,933,410

153,126,171 150,565,280
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(c) Economic Factors Affecting the Industry

The Company’s sales prices for metals are fixed against the Shanghai Metals Exchange as quoted at
www.shmet.com for lead and zinc pounds while gold ounces are fixed against the Shanghai Gold
Exchange as quoted at www.sge.com.cn, and silver ounces are fixed against the Shanghai White
Platinum & Silver Exchange as quoted at www.ex-silver.com. These metal prices traditionally move in
tandem with and at marginally higher levels than those quoted on the North American and European
market places.

(d)_Political and Country Risk

The Company conducts its operations in China and is potentially subject to a number of political and
economic risks. The Company is not able to determine the impact of these risks on its future financial
position or results of operations. The Company’s exploration, development and production activities may
be substantially affected by factors outside of the Company’s control. These potential factors include,
but are not limited to: levies and tax increases or claims by governmental bodies, expropriation or
nationalization, foreign exchange controls, cancellation or renegotiation of contracts, and environmental
and permitting regulations. The Company currently has no political risk insurance coverage against these
risks.

(e) Environmental Risks

The Company’s activities are subject to extensive laws and regulations governing environmental
protection and employee health and safety. Environmental laws and regulations are complex and have
tended to become more stringent over time. Although the Company makes provisions for reclamation
costs, it cannot be assured that these provisions will be adequate to discharge its future obligations for
these costs.

Failure to comply with applicable environmental health and safety laws may result in injunctions,
damages, suspension or revocation of permits and imposition of penalties. There can be no assurance
that the Company has been or will be at all times in complete compliance with current and future
environmental and health and safety laws and permits and such failure may materially adversely affect
the Company’s business, results of operations or financial condition.

(f) Risk Factors
The Company is subject to other risks that are outlined in the Annual Information Form 51-102F2, Short

Form Prospectus, and the NI 43-101 Technical Reports, which are available on SEDAR at
www.sedar.com. In addition, please refer to Section 1.14 Financial Instruments.
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1.3 Selected Annual Information

The following table sets out selected consolidated financial information for the Company prepared in
accordance with Canadian generally accepted accounting principles. The Company’s reporting currency
is US dollars. This information has been summarized from the Company’s audited consolidated financial
statements for the fiscal years ended March 31, 2008, 2007 and 2006. This selected consolidated
financial information should only be read in conjunction with the Company’s consolidated financial
statements.

For the years ended March 31,
(expressed in millions, except share and per share data)

2008 2007 2006
Sales $ 108.4 $ 398 $ -
Gross Profit 85.0 30.8 -
Gains and other income 7.3 53 0.4
Net income (loss) 59.9 22.0 (5.3)
Basic earnings (loss) per share 0.41 0.15 (0.04)
Diluted earnings (loss) per share 0.40 0.15 (0.04)
Total assets 190.2 94.2 18.1
Cash dividends paid 6.9 - -
Cash dividends declared per share 0.05 - -

For the year ended March 31, 2008, the Company increased sales by 172% to $108.4 million (2007 -
$39.8 million) compared to the prior year period. The increase is primarily attributed to the Ying Silver
Property increase in sales to $96.4 million (2007 - $39.8 million) and HPG property sales of $12.0
million (2007 - $nil).

For the year ended March 31, 2008, gross profit from mine operations amounted to $85.0 million (2007 -
$30.8 million), representing a gross margin of 78% (2007 - 78%). The net income was $59.9 million
(2007 - $22.0 million) with a net profit margin of 55% (2007 - 55%).

For the year ended March 31, 2008, the Company recorded net earnings of $59.9 million (CAD$61.7
million), or $0.41 (CAD$0.42) per share, up 172%, compared to $22.0 million (CAD$25.1 million), or
$0.15 (CAD$0.17) per share in the year ended March 1, 2007. The Company achieved a net profit
margin of 55% (2007 - 55%) for the year ended March 31, 2008.

The Company’s subsidiary, Henan Found Mining Company Ltd. (“Henan Found”), is now subject to a
12.5% income tax rate until December 31, 2010, and a 25% income tax rate thereafter. Based on
Chinese tax rules, Henan Found has paid $1.3 million in taxes in the fourth quarter ended March 31,
2008. A tax provision of approximately $1.9 million was provided for in the year ended March 31, 2008.

On October 21, 2007, the Company paid its first annual dividend of $0.05 (CAD$0.05) per share to all
shareholders on record at the close of business on September 28, 2007. The total dividend payment of
$6.9 million (CAD$7.4 million) is eligible for the enhanced federal and provincial dividend tax credits.
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1.4 Results of Operations

(a)_Three months ended December 31, 2008
Also see section 1.2.

(i) Sales: During the three months ended December 31, 2008, sales decreased by 50% to $15.2 million
(same period last year - $30.1 million) compared to the prior year period. The decrease was primarily
attributed to the decrease in selling price of silver, lead and zinc.

(i) Cost of goods sold: The total cost of goods sold for the three months ended December 31, 2008,
amounted to $9.9 million (same period last year - $5.9 million), and is comprised of $7.4 million (same
period last year - $4.9 million) for cash costs and $2.5 million (same period last year - $1.0 million) for
amortization and depreciation charges. The increase in total costs of goods sold was mainly due to more
metals being sold during the quarter compared to the same period last year.

(iii) Accretion of asset retirement obligations: During the three months ended December 31, 2008, the
Company recognized $0.03 million (same period last year - $0.01 million) as accretion of asset
retirement obligations. The Company’s asset retirement obligations are related to the reclamation cost of
the Ying, HPG, TLP and LM properties and was calculated using a credit-adjusted risk-free discount rate
of 6%. The total undiscounted amount of cash flows required to settle the obligations is estimated at
approximately $3.1 million and is expected to be settled gradually over the estimated mine lives.

(iv) Foreign exchange loss(gain): During the three months ended December 31, 2008, the Company
recorded a foreign exchange loss of $0.8 million (same period last year - loss $0.06 million), which
mainly included an unrealized foreign exchange loss of $2.5 million arising from future income tax
liabilities due to the strengthening Chinese Yuan, and a realized foreign exchange gain of $2.2 million
from the conversion of US dollars to Canadian dollars.

The Company’s operating subsidiaries, Henan Found and Henan Huawei, are considered to be self-
sustaining operations and the cumulative effects of foreign currency translations are reflected as part of
accumulated comprehensive income, a component of shareholders’ equity, and amounted to a gain of
$9.6 million for the three months ended December 31, 2008. The cumulative effects of the translation of
the consolidated financial statements from functional currency (Canadian dollars) to the reporting
currency (US dollars) are also reflected as part of accumulated comprehensive income, and amount to a
loss of $23.3 million for the three months ended December 31, 2008, due to the strengthening US dollars.

(v) General exploration and property investigation expenses: During the three months ended December
31, 2008, the Company incurred general exploration and property investigation expenses of $0.2 million
(same period last year - $0.2 million) representing a decrease of 14% or $0.03 million as the Company is
adjusting its operations to maintain positive cash flows. This expense includes governmental levies and
taxes.

(vi) Investor relations: During the three months ended December 31, 2008, the Company incurred
investor relations expenses of $0.09 million (same period last year - $0.08 million) representing an
increase of 6% as compared to the same period in the prior year. The increase is mainly attributable to
the increase in the amount of newswire services used compared to the prior year period.

(vii) Office, administration and miscellaneous: During the three months ended December 31, 2008, the
Company incurred office, administration and miscellaneous expenses of $2.4 million (same period last
year - $2.0 million) representing an increase of $0.4 million or 20%. The increase was mainly attributable
to further enhancements of corporate and operating infrastructure and adjustments to operations.
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(viii) Professional fees: During the three months ended December 31, 2008, the Company incurred
professional fees of $0.2 million (same period last year - $0.5 million) representing a decrease of $0.3
million or 61% compared to the prior year period.

(ix) Impairment charges: During the three months ended December 31, 2008, the Company recorded
impairment charges of $47.4 million (same period last year - $nil) as mining operations at HPG and TLP
have been suspended, mine operations at LM mine have been scaled down, and the exploration program
at the Nabao project has been put on hold due to the economic downtown.

(x) Equity loss in investment: During the three months ended December 31, 2008, the Company recorded
an equity loss of $0.02 million (same period last year - $0.07 million). The decrease in loss was due to a
gain on disposal of a project recorded by an investee during the quarter.

(xi) Other income: During the three months ended December 31, 2008, the Company recorded other
income of $0.4 million (same period last year - $1.4 million), a decrease of $1.0 million from the same
period last year as no option income was recognized during the period. The $1.1 million in option
income recognized in the prior period came from the receipt of shares issued by NUX pursuant to the
Kang Dian Project Option Agreement along with the increase in NUX’s market value upon the release of
the escrow shares.

(xii) Interest income: During the three months ended December 31, 2008, the Company recognized
interest income of $0.2 million (same period last year - $0.8 million) representing a decrease of 69% or
$0.6 million over the prior year period. The decrease was due to less cash on hand compared to the same
period in the prior year.

(xiii) Income tax expense: During the three months ended December 31, 2008, the Company recorded an
income tax recovery of $6.4 million (same period last year — recovery $0.04 million) which consisted of
current income tax expenses of $0.8 million on Henan Found’s earnings from operations and a future
income tax recovery of $7.2 million, net of valuation allowance, on the impairment charges recorded in
the quarter.

(b) Nine months ended December 31, 2008

(i) Sales: During the nine months ended December 31, 2008, sales decreased by 19% to $66.1 million
(same period last year - $81.5 million) compared to the same period in prior year. The decrease is
primarily attributed to the decrease in the selling price of silver, lead, and zinc.

(ii) Cost of goods sold: During the nine months ended December 31, 2008, cost of goods sold amounted
to $29.3 million (same period last year - $16.7 million), and are comprised of $23.0 million (same period
last year - $13.7 million) for cash costs and $6.3 million (same period last year - $3.1 million) for
amortization and depletion charges. The increase in cost of goods sold of $12.6 million or 75% was
attributed to more metals sold.

(iif) Accretion of asset retirement obligations: During the nine months ended December 31, 2008, the
Company recognized $0.09 million (same period last year - $0.04 million) as accretion of asset
retirement obligations. The Company’s assets retirement obligations relate to the reclamation cost of the
Ying, HPG, TLP and LM properties and was calculated using a credit-adjusted risk-free discount rate of
6%. The total undiscounted amount of cash flows required to settle the obligations is estimated at
approximately $3.1 million and is expected to be settled gradually over the estimated mine lives.

(iv) Foreign exchange loss(gain): During the nine months ended December 31, 2008, the Company
recorded a foreign exchange gain of $2.2 million (same period last year - loss $1.1 million), which
mainly included an unrealized foreign exchange loss of $3.5 million arising from future income tax
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liabilities due to the strengthening Chinese Yuan, and a realized foreign exchange gain of $4.8 million
from conversion of Chinese Yuan to US dollars, and then to Canadian dollars.

The Company’s operating subsidiaries, Henan Found and Henan Huawei, are considered to be self-
sustaining operations and the cumulative effects of foreign currency translations are reflected as part of
accumulated comprehensive income, a component of shareholders’ equity, and amounted to a gain of
$10.2 million for the nine months ended December 31, 2008. The cumulative effects of the translation of
the consolidated financial statements from functional currency (Canadian dollars) to the reporting
currency (US dollars) are also reflected as part of accumulated comprehensive income, and amount to a
loss of $29.6 million for the nine months ended December 31, 2008 due to the strengthening US dollar.

(v) General exploration and property investigation expenses: During the nine months ended December
31, 2008, the Company incurred general exploration and property investigation expenses of $1.8 million
(same period last year - $0.8 million) representing an increase of 134% or $1.0 million. The increase was
mainly due to the increase of governmental levies and taxes included in this expense category.

(vi) Investor relations: During the nine months ended December 31, 2008, the Company incurred
investor relations expenses of $0.4 million (same period last year - $0.2 million) representing an increase
of 106% or $0.2 million as compared to the same period in the prior year. The increase is mainly
attributable to an increase in the amount of newswire services used and the number of investor
conferences attended by the Company in the first half of the year compared to the prior year period.

(vii) Office, administration and miscellaneous: During the nine months ended December 31, 2008, the
Company incurred office, administration and miscellaneous expenses of $7.3 million (same period last
year - $4.8 million) representing an increase of $2.5 million or 51%. The increase is mainly attributable
to f