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AMEX Ticker: SHZ
Closing Price 003/07/11 $5.25
Market Capitalization $169.3
Firm Value $165.5
Diluted Shares Outstanding 323
Dividend Yield 0.0%
Average Volume (8lonths/10-Days) 4.A4mm/1.6mm
Price Target $1.25
Recommendation CONVICTION SE

Business SummaryChina Shen Zhou Mining & Resources engagie idevelopment mining,and processingf fluorite and
nonferrous metals. Iowns the Sumochaganaobao fluorite mine and Qingxing zinc/copper rmneorthern Chinaand is
currently exploring theKeyinbulake multimetal development project imorthwest China The company is headquartered in
Beijing went public in the United Statesa a reverseanergeron 09/15/06, andwvaslistedon the AMEX on 01/31/08.

Historical Financials Management Guidanc

FYo08 FY0§ 3Q10LTM FY10E FY11
SummaryResults
Revenue $14.4 $7.1 $4.2 $7.9 $14.5 $43.5
EBITDA $2.8 ($2.7) ($3.2) ($0.9) - -
Net Income ($4.0) ($12.1) ($8.8) ($4.2) -- $14.0
Operating Cash Flon ~ $3.6 ($2.2) ($1.2) ($5.1) -- --
CAPEX $19.6 $1.9 $2.5 $3.1 - -
Current Trading Multiples
FV/Revenue 11.5x 23.2x 395x 21.1x 11.4x 3.8x
FV/EBITDA 58.2x N.M. N.M. N.M. N.A. N.A.
FCF Yield N.M. N.M. N.M. N.M. N.A. N.A.
P/E N.M. N.M. N.M. N.M. N.A. 12.1x

In this Initiating Coverage Report, Absaroka wilemonstrate that { | Y2EYElL forward-looking

guidance cannot be relied upon and the business should be valued baped its historical results.

SHZs not a rare earths producer ani$ currently massively ovevalued as it is trading at 21.0x LTM

Revenueof $7.9mnE K| & LINB RdzOSR y S 3 dinindtive $9.8mmeeSults aadihgsOS C, n-
yet to generate positive free cah flow since going publicia a reversemerger in FY06

1 SHZ Managementu@&ance from 12/03/1(press releasandfilings from the 55% acquisition of Xinyi Fluoria@nouncedd1/13/11

2please note in 4Q09 SHZ benefited fromoa-recurring, noAcash $14.0mngain with the repurchase dfs convertiblenote at a 50% discounb face valueas a
result, Absaroka has includetiis proforma adjustment to the reported financials for the Summary Financials and Current Trading Multiples information
As a reminder, please review important Legal Information@isdlaimeron Page 2 of thidocument
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Generalinformation and Disclaimer.

¢CKAAE R20dzySyid 61 a LINBLI NBR SEOfdaArAdSte T2N 6KS 0S8y ST AdientaydRouhtefpady/ NigEluding dza S 2 F (K
such Clientand / 2 dzy (i S Ndfllatdd) &ffeérs, andS YL 28 SSa3x GKS &/ 2iddy dirSoy dddigssed and delrered K ider to assist the

Counterparty in evaluating, on a preliminary basis, the feasibility of a possible transaction or transactions and doeg aoycaht of publication or disclosure, in

whole or in part, to ay other party. This document is for discussion purposes only and is incomplete without reference to, and should be olielwed s

conjunction with, the oral briefing provided by Absaroks a reminder, the Counterparty must be an Accredited Investatefined by the United States Securities

and Exchange Commissjahthe Counterparty no longer qualifies as an Accredited Invdstoany reasonit must immediately notify Absarokal heCounterparty

shall not use this document at any time for any jpose that is unlawful or prohibited and shall comply with any applicable local, state, national or international

laws or regulations when using this document or afyhe information containederein. If any provision in this Legal Information and Disuks section is held

to be invalid or unenforceable for any reason, then the remaining provisions shall continue in full force and effect.

This document may contain information that is privileged, confidential, legally privileged, and/or exempt frolmsdie under applicable lawNeither this
document nor any of itinformation orcontents may be disclosed or used for any other purpose without the priitten consent of Absaroka. Your receipt of this
document does not by itself establish any redmship between you and Absarokaf you are not the intended recipient of this strictly private and confidential
document, you are hereby notified that any disclosure, copying, distribution, or any use of the information contained(imetading any rBance thereon) is
STRICTLY PROHIBITED.

This document is for informational purposes only and it is not intended as an official confirmation of any transacti@rkédlprices, data and other information

are not warranted as to completeness or accuracyl are subject to change without notice. The information included in this document is based upon selected

Ldzot AO YENJL SG REGF YR NBTFESOGA LINBGFAfAYy3 O2yRAIGA 2yptio chang® Absatall R |2 LOMY ARAYSSS 8l yf R
estimates constitute a best efforts judgment and should be regarded as indicative, preliminary and for illustrative porggsesll expressions of opinions and

estimates are subject to change withonotice and Absaroka does not undeke to update or supplement this document or any of the information contained

herein. Absaroka Capital Management is a duly registered Limited Liability Company with the Secretary of State for the State rmaf WybenlUnited States of

America.

IRS Circular 23Misclaimer.

Absaroka Capital Management, LLC and its affiljadéfgcers, and employeedo not provide tax advice. Accordingly, any discussion of U.S. tax matters included
herein (including any appendixes) is not intended or written to be used, and cannot be used, in connection with the promartieting or recommendation by
anyone not #iliated with Absaroka Capital Management, LLC of any of the matters addressed herein or for the purpose of avoidirgelhdmenalties.

InvestmentRisksDisclaimer:

Any investment involves substantial risks, including, but not limited to, priedtatility, inadequate liquidity, and the potenti@omplete loss of principal. In

addition, investments in emerging or developing markets involve exposure to economic structures that are generally Isssadivenature, and to political

systems whickcan be expected to have less stability than those of more developed counfifiesfinancial performance of companiestie natural resources

sectormay be directly affected by commodity prices; this investment risk is exacerbated for companies that dvame rights tothe underlying commaodity.
16akFNR1FQ& tNAROS ¢ NEBSG FyR wSO?2 ¥svsaeBflthe pceyftial ealidtién chaiywirestie hgxti 22 montho d & speci§cF T 2 NI a
security or commodity, and are not expressed as, or ietphs, assessments of the quality of a security or commodity, a summary of past performance, or an
actionableinvestment strategyor the Counterparty.

Thisdocumentdoes not in any way constitute an offer solicitation of aroffer to buy or sell anynvestment security, or commodity discussed hereiAlso, this

document doeshot in any way constitute an offeror solicitation of aroffer to buy or sell any securiip any jurisdictiorin which suchan offer would be unlawful

under the securities lawsf such jurisdictionTo the best of 6 & | Nability a@d belief, alinformation contained herein is accurate and reliable, and has been

obtained from public sources beliegt¢o be accurate and reliable, and who amet insiders or connected persons afiy companycovered herein or who may

otherwise owe any fiduciary duty or duty of confidentialitibsaroka reserves the right for its affiliates, officers, and employees to hold cash or derivative positions

in any company or commodity discussed in tiscument a any time. As of theoriginal publication date of this documenthe Counterparty should assume

1oal NE1FQ&a FFFAL AL GSasldBofrowedO$SNEurEbe16942H19%ecifritRsari Base pésitiadSirdinancialderivativesthat reference this

securityand thus stand to potentially realize gains in the event that thearket valuation of the O 2 Y LJI g6rdn@ba equityis lower than prior to the original

publication date These affiliates, officers, and individuals shall have biggation to inform any Counterparty about thehistorical, current, and futurerading

activities. In addition,! 6 & NP1 Q& FFFAtAlI GSax 2FFAOSNERI | yR SY Liothet @Bpanie¥ or eomm@lifiediskussed T N2 Y | y&
iy GKA& R2O0OdzYSyi o ¢KAAE O2dfA R NBLINBAaASYyd F LRIESYdGAlf 2y FftAO0G 2F AyGSNBad Ay (K

The information contained in this document may include, or incorporate by reference, foswakihg statements, which wouledélude any statements that are
not statements of historical factAny or all of Absarokafsrward-lookingassumptions, expectations, projections, intentions or beliefs about future events may turn
out to be wrong. These forwa#ldoking statements can baffected by inaccurate assumptions or by known or unknown risks, uncertainties and other fawbsts,

of which are beyond Absaroka's contraThe Counterpartyshould conduct independent dudiligence with assistance fronprofessional financial, legand tax
experts,on all securities, companies, and commodities discussed in this document and develop-alstenflidgment of the relevant markets prior to making any
investment decision.

If you have any additional questions abotiis Legal Information and Disclaimersor if you are not the intended
recipient of this document please immediately contact Absaroka Capital Management, LLC via email at
Legal@Absarokaom
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In thisInitiating Coverage &oort, Absaroka will present compelling evidence that China Shen Zhou Mining &
w S a2 dzND 2a\J diK{SI w¢iseadulenyfyanisrepresentings business and thus iisassively over
valued by the market at this timePrior to starting detded researctin SHZAbsaroka wagxcited about the
potential prospects of a mining compang supply/ K A yapidlygrowingcommaodity needs for continued

economicdevelopment Unfortunately,! 0 a I N&é diligeéceprocessunearthed a plethora oferious
concernsabout the validity othe Gompany including:

1. {1 %Qa YIAYy LINRBRdzOG A& LF tDdzpitdJa Gdtnman ImidoreéptioF ih tz2 NE LI N.
market, fuorite is not a rare earth nor does SHZ have any exposure to the rare earths business

2. SHzZManagement is significantly exaggerating the size of critical mirfes exampleits fluorite
mine supposedly has a production capacity of >2x historical output andQihgxingmine is
allegedly777.4km long, which wouldnake itone of theg 2 NJI arRy@sh underground mireand
violate the sovereignty of Mongolia

3. { | ¥ & guidance cannot be reconciled with prior results and Management is making promises it
cannot meet Even ifSHZ is able to achieve its extremely aggressive production foremfasix
volume growth, the implied commaodity prices are irrationally higised orthe revenue guidance

4. The recentXinyi Fluorite Company investment appears to be a fraudulent scheme to transfer equity
to related parties and includes a paption that is highly dilutive to public shareholders

5. Significant CFO turnover, low quality auditoasda dubious Audit Committee raises grave concern
about the validity of published historical financials and forwkraking guidance:2 of the auditors
of the allegedChina Education Alliand@YSE: CEB)NJ dzR Kl @S | f 42 &aA3IySR 27F7F

6. Audit Committee Chairman arlddependent Director Mr. Gene Michael Bennafipears to have
fabricated employment history, a nonexistent CPA certification overstated educational
achievementsand hateen aBoardmemberfor four other Chinese reverseerger frauds

7. Multiple material differences between Management statements and reaiityluding a 60% mism
FYO%luorite production guidancemysteriousfluorite pricing data,and failed development projects

8. The recent trading historyvas significantlyimpacted by the @ Y LJI y & Q dandLaNskeadmd A O
investor relations effortvhile insiders were selling stock primrthe $20mm equity offering

9. $20mm equity offeringn January2011 had no rational explanation based on business neadsd
significantlyincreases the risk of corporate malfeasance

Any of these seriousissues on a standlone basis should be enougb convince public shareholders to
question thecurrent $6.25/share valuatiorand pursuehed 2 | £ £  { (i M@ SfSharetoltie} @ctivism.

Recommendation: CONVICTION SELL
Price Target$1.25
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STRICTLY PRIVATE & CONFIDENTIAL

1d 3 (ain Brduluct is Fluorite (a.k.a Fluorspar or CaF ») - Fluorite is
not a rare earth element nor does SHZ have any exposure to the rare
earths business. despite a common misperception in the market

Based on statements from numerous investarsl commentators the marketapparentlybelieves SHZ is a

producer of rare earthand/or has exposure to the skpcketing rare earths businessWhile ricesfor rare-

earth metalshave soaredto record heights derium oxideis currently tradingat $71,000 per ton, u®92%

from July2010 andanthanum oxide is at $73,0Qter ton, up769% fromJuly 2010, fluorite priceshave only

increasel approximately19% over the same time periodccording tolndustrial Minerald { | Q& YI Ay
LINPRdzOG A& Ffd2NRGSS SKAOK Ad y20 I NINB SIFENIK SfSY
China to mine, process, refine, exgoor use rare earths Because of the false beliabout rareearths

exposure SHZ has tradeab in correlation with other rare earthequities(the Bloomberg Rare Earfquity

Indexis up273%from 07/08/10 to 03/04/11) and thus is massively overalued by the market at this time.
Pleasereview Appendix B for theompletelist of Chinese certified rare earth companies.

Unlike rare earths, a significant portion of the global fluorite demand, geologisalves, angroduction

occurs2 dzi &A RS 2F / KAYl @ a 2 NB 2 @&Nas Maxics Spaiy, antl Seuth Afiick G S a Q
have both significant fluorite production capacity and economically vjgibtevzengeological reserves. Also,

the refiners, processors, and emngers of fluorite are distributed globally, which is significantly different from

GKS OSNE yIFINNBg NINB SIFENIKA& @OFfdzS OKIAYyS Ay 6KAOK Y
for further refining and inclusion in valtedded goodsthe rae earths value chain has been significantly

impacted by recent political tension between China and JapBmally, multiple substitutes, recycling, and

the synthetic production of fluorite in chemicalnd industrial processes resuit elastic demand and
drasticallydampens price volatilityelative to rare earths

Geo-Politica | Supply Considerations: Fluorite vs. Rare Earthss

Due to the global production capacity, Global Fluorite Producers Global Rare Earth Producers
fluorite does not benefit from the Morocco usi

same geepolitical supply
considerations and scarcifgremium
as the rare earths Moreoverthe U.S.
Congress is not placing any
importance on the sources of the it
fluorite supplies or advocating the
stockpiling of fluorite supplies for " @
defense industry app|icati0n56 As Annual Fluorite Production: 5,490,000 metrictons Annual Rare Earth Production: 133,600 metrictons
discussed in greater detail in the lfmling table, rare earths are critical componstior numerouscritical
modernmilitary and green technologies, while fluoriemainly abasicfeedstock for industrial and chemical
processes.

China
97%

3 For example, please reviewrww.goo.gl/nTIS@uww.goo.gl/dXpGRorwww.goo.gl/QfLYq

*Industrial MineraldviarketTracker $/ton midpoint for FOB China Metallurgeliorspar (Cab80%, webulk);d a2 f @ O2 N1J t F &84 h¥F F2NJ . dz22dzi . &
ZuckermanThe Wall Street Journd2/23/11, available athttp://professional.wsj.com/article/SB10001424052748704071304576160753303293530.html

*6aAySNIt /2YY2RAGE {dzY Yl NRASa H A whtpgd/minerad.isgs.govBnthérasiubSmBO1Y/mizdS.pdE | GF At ot S | GY

b6/ KAYLE . dzAf Ra ' LI {ONNIG&E&IASGWSa$ThEEHE Sted JowriRORBERLR &vailable at:
http://professional.wsj.com/article/TPDJ00000020110206e7260001d.html
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Product Characteristics: Fluorite vs. Rare Earths

Fluorite’ RareEarths®

Description A Halide mineral composed of calcium fluoride (FaF A 17 chemically similar metallic elements
A Isometric shape with a cubic habit configuration, A  Elements numbe21, 39,and57-71 on the periodic
though octahedral and more complex isometric table
forms are not uncommon
Classification Classified based on purity: Classified based on atomic weight and location on the
A Metallurgical grade low periodic table:
A Ceramic grade fluoritemedium A Heavy Rare Earth (HREE)
A Acid grade high A Light Rare Earth (LREE)
Uses A Metallurgical grade used as a flux to lower the A Precisiorguided munitions
melting point of raw materials in steel production A  Highenergy lasers
A Ceramic grade fluorite is used in the manufacture A  Night vision equipment
opalescent glass, enamels and cooking utensils A Radar systems
A Acid grade is used to makgdrofluoric acid by A Highefficiency magnetand fiber optics
decomposing the fluorite with sulfuric acid A Hybrid car batteriesndmotors
Recycling & A Aluminum producers recycle hydrofluoric acid and A Difficult to recycleeconomically
Synthetic fluorides from smelting operations A Not possible to synthetically create elements
Production A Hydrofluoric acid is also recycled in the petroleum
alkylation process
A Synthetic fluorspar is recovered from uranium
enrichment, petroleum alkylatioandstainless steel
pickling
Substitutes A Aluminum smelting dross, borax, calcium chloride, A Limitedat this time
iron oxides, manganese ore, silica sand, and A Difficult to replace without losing performance
titanium dioxide have been used asbstitutes for
fluorspar fluxes
A Fluorosilicic acid has been used as a substitute in
aluminum fluoride production and alszanbe used
as a substitute imydrofluoricacid production
3 ( : Historical Fluorite Pricing and Sales Volume ©

As clearly visible belowhile{ 1 Q& NBIF f Al

SR

FEdz2NRAGS LINRAOAyY 3

dropped by over 50%.

Fluorite sales volume recovered slightly in FY09 to 40,056 tofis| BaKWGAP

fluorite price decreased 22%.

In 3Q10, fluorite pricing increasedglighin FY09 levels, but the annualized

sales volume was at a record low relative to prior-yelar results. Thus,{ | 2Qa

Busindza Naeat S

benefited from inelastic demand and skycketing prices like somef the Chinese rarearth producers.

SHZ VWAP Fluorite Pricing and Total Sales Volume

$200 mm= SHZ VWAP Fluorite Pricing 200,000
$180 —8—SHZ Fluorite Sales Volume 90,000
$160 74,971 80,000 _
c o
5 /.\ 2
£ s10 65,630 70000 2
& $120 £
£ $120 60,000 -
= $102 $105 i
2 $100 50,000 3
K] >
3 »
E $80 40,000 ._‘;;
=
3 60 30000 3
. w
$40 20,000
$20 10,000
$0 9

FYO06

FYo7 FY08 FY09 3Q10 - Annualized Production

"T4aAySNIE /2YY2 RAGE {dzZYYl NASa unwhipé/minerald.(sgs.govinherdspubOinds/20L a3 8. mf | ot At F ot S Gy
Sawk NB 9F NIK al GSNXLE é Ay GKS 58FSyasS { dzZLlX & / K Hiy/bvww.gas.godrew.iferdsidfioB1ar.p@f 2 @S Ny Y S
ttSras yzids G421 té NBTSNE F2NiRS$ »HOAT & 822 58 A 3K § 847 LIa 0 § yitied D@ wikiv@ghibrivatianS k L2 6 R S

as per SHZ0-K and 16Q SEC filings
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STRICTLY PRIVATE & CONFIDENTIAL

2: SHZ Rusiness Overview z Management is significantly exaggerating
the size of aitical mines

Current B usiness Operations as per SHZ Managementlo

Sumochaganaobao QingxingZinc& Keyinbulake Mult Xinyi Fluorite
Fluorite Mine Copper Mne Metal Prospect Mines™
Mine owner In_ngr Mongolia Xiangzher  Qingshan Nonferrous BL_le_rjin County Xingzher  Xinyi Fluorite Company
Mining Group Ltd. Metal Development Ltd.  Mining Co. Ltd.
%SHZ 100% 60% 90% 55%
Mine type Non-metal fluorite Zinc & copper Zinc & copper Non-metal fluorite
Status Production Production Exploration Production
Eiﬁse " 1500000820156 1500000820421 6500000712980 e oo &
PRCitense April 2008 to September 2008 to August 2007 to April 2009 to
period March 2011 September 2011 August 2013 April 2011
Ore type Fluorite Zinc, copper,& sulfur Zinc & copper Fluorite
Mining mode Underground Underground T.B.D. Underground
Annual 150,000 metric tons 100,000 metric tons T.B.D. T.B.D.
capacity
PRCdcation Inner Mongolia Inner Mongolia Xinjiang Uygur Anhui Province

Map of Major Operation s Based on Information from SHZ Management

Detailedsatelliteviewof operationsavailablevia GoogleMaps atvww.goo.gl/YgnUZ?
% - ) j G A LA A Y Yo
g > &7 e " &
Kazakhstan : 2

\,Mé.:';ﬁl Pfé%’ :

- o

el Sumochaganaobao 07
2 ¥ Fluorite Mine ¢ NA

Qinsv% Zine- ="

& Copper Mine

e

B,

L sEEE
- BAK

By iﬂm
(M,gflll
Bangladesh

©5HZz 12/31/09 10Kage 20http:/www.sec.gov/Archives/edgar/data/790024/000114420410017376/v179454_10k.htm

1SHZ 01/14/11 & http://www.sec.gov/Archives/edgar/data/790024/000114420411002268/0001144204€02268index.htm

2pjot as per latong coordinates provided in SHZ 12/31/09-K(Qingxing Mine location based on AbskaQa 6 S8a it SadAYFdS Fa {1 %Qa NBLRNIS
777.4km is impossible

n China Shen Zhou Mining & Resources (AMEX: SHZ) Pageb
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Sumochaganaobao Fluorite Mine z Approximately half the size SHZ claims

S % Qudmochaganaobafiuorite mine was acquired i2002 from a stateowned enterprise anchas
been expanded totransition from the historicabpen-pit operationsto underground mining; at this
time, most of the fluorite veins economicallyaccessible via opepit mining have been depleted
Located on theénigh altitude, desert stepps of Inner Mongolia, the mine has historically been forced to
closeduringthe winter due to the extreme weather conditions

The Sumochaganaobaftuorite mineis extremelyisolated and thushe operating costs of the mine are
significanthigherrelative tofluorite producers with reserves in southern China. Located approximately

90km from the nearest town on a mud road, all supplies to the mine and all the ore from the mine must

be transpoted via truck, whichs significantly more expensive than rail transport. Prior to 2007, all
electrical power for production and the miners living quarters was producediterwith inefficient

diesel generators, whiclvere quite expensive to operate andhaintain. Although the mine is now

connected to the state power netwoykhe mine aperating costs do noappearto have materially

improved. Water fothe LINR RdzOG A2y LINRPOS&daSa FyR (GKS YAYSNRQ f )
about one kilometermaway from the mine; the arid climate makes it difficult to secure alternative water

supplies.

I 002 NRA y 3 Kiad 1¢Ql SEQ filingsn jits best operating year, Sumochaganaobao achieved
fluorite salesvolumeof 74,971 metric tons. Howevetubrite volumeshave beemmateriallylower since
FYO7despite several operational improvementsith 40,056 metric tongn FY0%nd annualize®QL0
sales(prime mining season in Inner Mongoliaere only 28,736 metric tons. Because of thdow
historical productionvolumes and the significant production issues discusseth the next section
Absaroka is _highly confident the annual fluorite production capacityof Sumochaganaobads
approximatelyhalf of the 150,000 metric tonglaimed by Managemer.

Sumochaganaoboa Fluorite Sales Volume
160,000
W Fluorite concentrate/powder 150,000
= i
140,000 Fluorite lumps
FY06-3Q10 Average total
120,000 1 ——
100,000 /100.800 ——
2
S
=4
£ 80,000 74971 74
1]
s 65,630
60,000 v ]
40,000 40,056 |
30,882 28,736
o l . |
0 T T T T T T . }
FYO6 FY07 FYO8 FYO09 3Q10 - FY11 Management's
Annualized Management "Annual Mining
Production Guidance Scale”
o"n China Shen Zhou Mining & Resources (AMEX: SHZ) Page7
| i3]
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Sumochaganaobao Fluorite , continued z Approximately half the size SHZ claims

Absaroka is aware of at least two fatdlaws which limis{ | ¥2Qa LINBS&uzthagar@dgbaol U

First underground mining requires detailed engineering and operational optimization to ensure the
mine accesss large enough to handle the throughput of rais starting shifts and supplies (bolting
steel, explosivesgcement, etc.) entering the mine and the backhaul of ore, waste rock, and miners
ending shifts out of the mine Based on estimated htoughput/backhaul calculationgor the
Sumochaganaobao facjiitJS NF 2 NY S R omine énginkdridiEdn$ul@ait is difficult to believe

that the maximum annual production from the underground mine could ever be more than 75,000
metric tons of fluorite This significant production constraint is also visibtemvcomparing the scale of
Sumochaganaobd#d &nain shaft mine entranceto a legitimate miningprojectt a4 dzOK | a4 ¢ S0O1 Qa
Creek®® For an approximate comparison of thelative mine entrancespleasecomparethe size of the

set of stairs(approximately 1 meter tallpn the left side of the Sumochaganaobao entrance relative to
the size of the group of people standif@pproximately 2 meters tallip front of Galore Creek.

{ | ¥s0mochaganaobadline Entrance"

amounts of clean water are required to separate concentrated ore from waste reigtorically, SHZ

hashad problems witithe Sumochaganaobaé | t SNJ & dzLJLJ A S& GaGSYLIR2NI NRf & &F
requirements for largescaled productio!® Northern China is currently experiencing the worst

drought in at least 60 years and drinking water is being rationed in commusitiesunding Beijing® It

seems highly implausible SHZ will now be able taegetigh wateiin 2011for its criticalmine located in

the high altitude,desert stepps of Inner Mongoliawhen even industrializedity dwellers cannofind

enough water

-

Difficult to Believe Sumochaganaob&bénnual Fluorite Production Could Ever Be More Thaaltbf
the 150,000Metric TonsQaimed by Management

Bw S i NA S @S Rmahdain YangudgeeRsite on 03/06/11, available ahttp://chinaszkycom/upimg/20069855907765.jpg
SHz 12/31/09 14K, page 31lhttp://www.sec.gov/Archives/edgar/data/790024/000114420410017376/v179454_10k.htm
*% ¢ChinaDrought ThreatensWheat Cropé BBC Newspublished 0217/11, available at:http:/Aww.bbc.co.uk/news/worldasiapacific 12497459
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Qingxing Zinc & Copper Mine z Definitely NOT 777.4km long as claimed by SHZ

The Qingxing Zin& CopperMine was established in S T Conar Cotictta Salia
2003 and acqu".ed by SHZ |n 200$he mlne has e metal equivalent metric tons

mm— Copper

i 7,280

been intermittently closed by SHZ since its " aooscamsess -
acquisition due to the high cost of extracting its ‘

lower-grade ore relative to the price ofinc and

copper concentratg especially during the extreme **

Inner Mongolia wintersin 2009, the mingroduced
very few products because of dechnological =,
difficultiesd’® As of 12/03/10, SHZ Management 1,995
expects to keep tb mine open throughouEY11 and -

increase production levels by approximately 270%*

over the historical average levels since FY07.. % = o B Tt T

However, the high production costsfor the ore Sekdance
relative to the prices of zinend copperconcentratewill limit free cash flongenerationin FY11

ic Ton:

2 4,000

Met

2,824 2,868

I 002 NRA Y 3 lirgs, thd min@ doordirtates
are9Mnc ORI cMm pQnpédndmpTd
which implies the mine is 777.4km long, crosses ti .~ - vﬁé%g’;;n
international borderinto Mongolia, and proceed® | . M
the outskirts of Ulaanbaatar Mongolia®”  For ' Mongolia
reference: his claimedlength makes itone of the o wncommp cxm p
¢ 2 NI R@eést undergroud mines and is O Bbntopnnbpé n
approximately twice the length of the trenche¢ & /

Total Length:777.4km

=]

portion of the Great Wall of China Absarokais i

highly confident the mine is_significantly smaller| N/Ih
% Hohhot

than the 777.4kmlength SHZ Managementlaims | PRRIIEAS e
Based on the age of the mine, the main shaft is lik¢ e el
at most20km long, assumingn aggressive 500m | . “"ségﬁa" L e e
of mainline shaft progress per year of operation HE M. A 7 nian %

HIF

200 kmyjiihg o : 7'
- |_I_| . FHE- FEna ¢
00mi =T B - 1} FBsta ) Terms 6 Usg

Other Major Operations

{ | ¥KeyinbulakeProject in the Xinjiang Uygur Autonomous Region of Chmaurrently in the
exploration stagevith significantdevelopmentrisk and dong horizon before angotential positivefree
cash flowgeneration In 2009, political unrest and violence because of ethnic conflicts between the
minority Uygur and the Hanhhesein Xinjiang Uyguprevented SHZ from accessing the project ite.

TheXinyi Fluoritd_td. investmentis discussed in Sectidrof this document

®SHZ 09/30/10 1@, page 24http://www.sec.gov/Archives/edgar/data/790024/000114420410059516/v201752_10q.htm
'SHZ 12/31/09 14K, page 24 (see also FY07 & FYBRs)Mttp://www.sec.gov/Archives/edgar/data/790024/000114420410017376/v179454_10k.htm
B SHz 12/31/09 1K, page 14http://www.sec.gov/Archives/edgar/data/790024/000114420410017376/v179454_10k.htm
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3.3(: 80 &9 p pzNothésdibleitoAekoncile with prior results and

SHZ appears to be makingpromises it cannot meet

hy MHknokmnX {1% RAaAUGUNAROdZISR (GKS LINBaa NBftSFasS Sy
CAYLFYOALft DdzA Rl y OS é-lookirg st@témeritS\aB PYALR SHar refegentls, lheldw is a
guotation of the relevant sectionfahe press release (emphasis added for clarity):

GC2NJ HammsE [ KAyl {KSy ®%K2dz SE6ID@imatrictdNPoR dzOGA 2y
fluorite powderand approximately40,000 metric tons of fluorite lump&onferrous metal

production should reach gpoximately 15,000 metric tons of zinc concentraggual to

7,000 metric tons of zinc mejand nearly 1,500 metric tons of copper concentratauél to

280 metric tons of copper mejahthe 2011 year.For the year to end December 31, 2011,

net revenes are expected to approxima$88.0 million a 164% increase compared with the

2010 estimated net revenues of $14.5 million. All this anticipated grovattu@nic from the

current product portfolioNet income for the 2011 year is estimated to reach approximately

$11.0 milion® &

Utilizing some simple arithmetic, it becomes crystabr that{ | &% & forecast cannot be relied upon,

even if one makes the heroic assumption that SHZ is able to acitdéesxtremely aggressive production

forecasts despite the fatal mine flaws discussed in the wémtions. Please review Appendix C for a
O2YLJ SGS NBO2YyOAf Al A2y 2partyHalasdundd@.| | Qa OF f OdzAt F GA2Yy

In summary, after backingut the NEB @Sy dzS | 4a20A1 4G4SR 6A0GK {1 %Qa Sai
concentrate sales by utilizing forward pricing data from the Shanghai Futures Exchange, it appears SHZ is
forecasting its volumaveighted average fluorite price to increase by approximately @%4from its

realized 3Q10 fluorite price and 135.6% from its fluorite VWAP from-FY08. Based on independent,

third-party fluorite data fromIndustrial Minerals the highly regarded global nemetallic minerals
LINAOAY 3 RIFGLI I YR YA grawth fosecadIsScamicdlly ag@éssive il AQdes not
reconcile with forecasts from other fluorite industry participants. For examptstrial Mineraldata

shows Chinese Btallurgical Fluorspapricing in 2011 has only increased approximately 16s%e
npkonkmn O@SNEdzZA {1'%aNF26ENE adl 2FR vy RO dAza & A 2 Y
investigator had with Chinese fluoritadustryLJr NI A OA LI yiaz {1 Qa LYYSN az2y:
have significantly higher levels of naturallgcarring ficaimpurities versus southern producers, which

gAtt fAYAG {1 »%Qa FoAfAGeE G2 AYyONBFIaS LINAOAYy3 2@SNH
ALISOATAOLITtEE YSyidAzya (GKS FAYFYOAl {LRNINFRIEVQS ¢ A & 2
January acquisition of Xinyi Fluorite would be additive to the December FY11 financial guidance.

Thus, based on the massive forecasted production volume growth and aggressive commodity pricing
estimates Absaroka ishighly confident § %2 BYa1 financial guidance cannot be relied up@amd the

FY11 results will most likely only be incrementally better than the operating losses and negative free
cash flow SHZ achieved in FYO7.

*° Industrial MineralsMarketTrackerfluorspar pricing quote, $6n midpoint for FOB Chirdetallurgical Fluorspar (Caf80%, wetulk) as of 02/28/11,available
with a Euromoney Institutional Investor PlsGbscriptionat: www.indmin.com
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4: Xinyi Fluorite Company Investment z Deal structure include s a dilutive

equity put -option and shockingly low transaction multiples 20
On January 13, 2011, SHZ announced it signe@&ffin equity transfer agreement with the shareholders

of Xinyi Fluorite Company Ltd & - Ay @A 0 Ay 2NRSNJ G2 | OljdZANB | ppx Sl
establitied in 2003, operates in Anhui Province (southeastern China), pamubrtedly operatesthree
FEd2NAGS YAySao . SOl dzaS - Aye@éA ahdifreigh2cOsts & Ksignificann n 1Y ¥

consideration for the endisers of fluorite, it is difficult to understand how Management intendsas per
the press released f SASNI IS 2dzNJ &t £ S&3 LINE R d40 Sukceséfilly ihtggiate 2 dzNJ Y|
thesegeographically seate mines, especially as SHZ curigiit 2 Snét eraployany marketing stafé*

Moreover, aalysis of the Equity Transfer Agreemdiitd with the SECaises several material concerns.

First, SHZ is paying for a majority, $7.6mm.tleé acquistion with parent company stock (i.e. issuing new

AMEX shares)! & LISNJ O2y (i NJ OlG LRAYy(d nod at NIe . o{I| %8 &l N
Company in the amount of RMB fifty million Yuan [$7.6rwill not devalue otherwise PartyB [SHZ] shall

make up the differenc® €This_equity putoption deal structure is extremely disadvantegous to SHZ public
shareholders As SHZ has tradelown since the January T&nnowncement, thepotential number ofshares

to beissuedhas increased bgpproximately67%, whichwill further dilute public shareholdersForexample,

one of the key catlysts in the collapse of Enron was the exercise of the eqpity-options after the

implosion of the Raptor Il and LIM Managemenixaffan@ sheetpartnerships.

Next SHZ is also allowing Mr. Min Yong (10%) and Mr. Wang Changman (5%) to acquire ownership stakes in
Xinyi for $0.9mm and $0.5mm, respectively These equisition prices for Mr. Min Yong and Mr. Wang
Changman represent @4% and57%, discountrespectivedyy (1 2 { | Y (at XirQizaddfurtheer diutest

{1 Q& Lz f A © 0 a K NE&HknBEReStNgdtofound indicationsMr. Yong and MrChangman

are commodiy traders with prior dealings with SHZ managemeahanything, this structure isralogous to

af SGGAY3a GKS ¥ 2 Beedrdifg B SHZKMS. YN shi Bird2hangnéan recéiesacquistion

discount because they paid castrsus{ | % Q dequily; Butkhisa deceitful excusbecause the selling Xin
sharelolders are protected by the ptaption onthe SHZ sharesinally, &hough SHZ acquired a 55% equity
interest in Xinyi and is thenajority contributor to the renovation fund, the conditional profit sharing
agrSYSy (i fAYAGA {lésyatna5086NITEDyfdntialBrEdudiich

Lastly SHZ forecasted Xinyi will generate $10mm in revenue argh®h net income iFY11 (animplausible
55% margirfor a commodity busine$s whichimplies total enterprise value transaction multiples ofh2.
revenue and4.4x net income Because oftheseextremelylow transaction multiplesit appears eitherl) the
Xinyi transaction was conducted at arbesigth and these very low multiples are indicative of the intrinsic
value of Chinese fluorite minersr 2) Xinyi is not a leginite fluorite miner and the transaction is a
fraudulent scheme to transfer equity to related partieJaking into account the evanore shockingFY11
net income implied acquisition multiples af6x and 19x for Mr. Yong and Mr. Gingman respecively,
Absaroka ihighly confident the Xinyi transaction is fraudlent andis not fair to publicshareholders

For a complete transaction spread of the Xinyi investment, please review Appdockted at the end of this report.

2SHZ 01/14/11 & http://www.sec.gov/Archives/edgar/data/790024/000114420411002268/0001144204€02268index.htm
21 SHZ 01/19/1124B5Prospectus, page-& http://www.sec.gov/Archives/edgar/data/790024/000114420411002771/v208283_424b5.htm
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5: Significant CFO Turnover, Low Quality Auditors . and a Dubious Audit
Committee Chairman z Raises grave concern about the validity of
published historical financials and forward -looking guidance

&1 00 #&/ O EIT 1 AOO OEAT OEA 1 A0OO OEOAA UAAOOS8S
Date Name Commens

August 201@; Lifeng (Steven) A  From October 2009 tAugust 2010he served aa managenf Zhongrong International Trust ]
Present Wang A From January 2008 to April 200%; served as a senior auditor for Huaming Accounting Beij

A Mr. Wang has &achelo® Degree inHistoryfrom Capital Normal University in China and is
only 34 years old

March 200 Jiusheng Zhang A From August 2004 to December 2008, he served as Chief Financial Officer and Vice Gen
July2010 Manager of Zhong Xing Company

FromJanuary 2001 to August 2004, he served as Chief Financial Officer of Tianjin Olymp
Garden Investment Limited of @i Sport Industry Group Co. Ltd.

Mr. Zhang has a Master of Arts iOR y 2 YA O& T NiBavice anil Bconorhic College
From December 2007 to May 2008, Mr. Ye worked as CFO of BOCO Enterprises Ltd.
From March 2007 to November 2007, he worked as CFO of EMarket Holding Group Corp
Mr. Hu Ye received his Baché&dn Electrical Engineering from Huazhdsgiversity of Science
and Technology, China and Master of Arts in Economics from University of Toronto

From 20022005, Mr. Jiao was CFO for Zoom Technologies Inc

Mr. Jiao obtained an MBA degreeAncounting andorporate Fhancing from University of
International Business and Economics amatielostn English and Journalism from Shanghe
University of International Studies

June2008¢ Hu Ye
Febuary 2009

To To o o o

April 2007¢ Steven Jiao
June2008

o o

..a History of | ow quality auditors ( none is a top 100 global accounting firm 22)8

Fiscalyear Firm Commens
2008 Sherb & Co. A Auditor for the recentallegedChina Education Alliance fradd
Present A Most recentPCAORnspectionwas in 2007 antistedsixpartners, 17 staff membersnd73
issuer client&"
20062008 Grobstein, Horwath A Registration currently withdrawn from PCAGB
& Company, LLP A Most recentPCAORnspectionwas in 2007 antisted 22 partners, 48 staff memberand 12
issuer client®

20052006  EFang Accountancy A | dzRA (G SBSo{ 1a6®Ra & dzo & A RA | NRining Grots NR008and20065 R S N

Corp A Another auditor involved in theallegedChina Education Alliance fraughdthe SHZ audit
opinion fraudulently references the management of CElplease review Appendix F
A Most recentPCAOBRhspectionwas in 20 andlistedtwo partners,three staff membersand

noissuer client&’
2005 Chisholm, Bierwolf & A Audited China Shen Zhou Mining & Resources, Inc. in 2005

Nilson, LLC A PCAOB 2005 audit listed a single office in Bountiful, Utah thwide partners,three staff
members,and67 issuer clienté
A PCAOB 2005 inspection fourtd- & SNA I f RSTAOASY OA S Fevidwgd T ps
8AT A OEA "1 AOA 1 £ $ E OAGCh&rinad OV . GEnd MiEh@el Behnktt, dpie&yA A

incompetent at best and is potentially a fraudster  with a fabricated employment history, a
non-existent CPA certification, and overstated educational achievements

ZG¢eKS nwnmn ¢ 2L Yadénside Rublig Aeyolinkingagust 20M0, available ahttp://insidepublicaccounting.com/PDF/top100_2010.pdf

Ba/ KAYl 9RdzOF A2y S5NRBLEA ! & [/ RatharbRedkeridvall Strdef Jouna 204/ J0Yatiailable atiStp:/foli NaNUsj Saiméarticle/BICO
20101207709789.htmI?mod=crnews

2 public Company Accounting Oversight Board, Sherb & Co., LLP Inspection Report Dated June 14, 2007, available at:
http://pcaobus.org/Inspections/Reports/Documents/2007_Sherb.pdf

% pyblic Company Aounting Oversight Board, available &ttps:/rasr.pcaobus.org/Firms/FirmSummaryPublic.aspx?FirmID=B48891DC145A9765C7C0852E5C1F8966
% pyblic Company Accounting Oversight Board, Grobstein, Horw&tngpany LLP Inspection Report Dated September 27, 2007, available at:
http://pcaobus.org/Inspections/Reports/Documents/2007_Grobstein_Horwath.pdf

#Public Company Accounting Oversight BoafBlafg Accountancy Corp Inspection Report Dated April 29, 204iatze at:
http://pcaobus.org/Inspections/Reports/Documents/2016Fang_Accountancy_Corp_CPA.pdf

8 public Company Accounting Oversight Board, Chisholm, Bierwolf, & Morrill, LLC Inspection Report Dated July 25, 208%t:availabl
http://pcaobus.org/Irspections/Reports/Documents/2005_Chisholm_Bierwolf.pdf
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6. Audit Committee Chairman and Independent Director Bennett :

Who Art Thou? z Incompetent at best and potentially a fraudster
In the October2010 proxy statement, SHZ provided the followingsdription of Mr. Gene Michael
Bennett,Chairman of the Audit Committeend Independent Directadiemphasis added for clarity.
GaNX¥ DSyS aAOKFSt .SyySid A& 5ANBOEENI I yR / KI
2OSN) np @SINBQ SELISNASYOS |a /Chz tNRTSaazNl
experience in China has assisted Chinese firms to deyetmu "Corporate Governarice
and transparent infrastructures.He is a CPA (inactiveand has experience workiifior
one of the top auditors in the world, Grant Thorntéte graduated from Michigan State
University. Currently, he also holds position for anothetidik®l Chinese company:
Ydzy YAY 3 {KSy3IKdz2z t KI NYI OSdziAOFf o6!'a9-Y Y!bo oL

Mr. Gene Michael Bennett 8 Publicly Available Information Summary

Issue Commens

Grant Thornton LLP A No record of prior emfpyment with Grant Thornton LLP
A No public record ofinyactive or inactive CPA certificatior’

China Architectural A Served as Chief Financial Officer fro@129/09 t009/12/10*
Engineering A CAEI shargrice DECREASED 51.5% during CFO tenure
AMEX: CAEI A Prior Board membershipnd CFO roldlOT discloseth SHZ proxy
China Pharma Holding A Member of CPHI Board of Directors fr@#/01/08to Present*
AMEX CPHI A Board membershipNOT discloseéh SHZ proxy

Note: Red shading indicates companies that have agreed to shareholder settlements in litigiavoiving making false and
misleading statements or have been accused by creditable investors of making daldenisleading statements

Four out of the six0 2 Y LJI BdarfisiofDirectors Mr. Gene Michael Bennétasrecently servedon

appear to have defrauded public investdfs ' G | YAYAYdzyz KS Aa FLAEAYy3 0
Good Corporate GovernarbéFor additional details on the rest of the B4 . 2 NR 2F 5A NB
Management Team, please review Apperidat the end of this report.

2 SHZ DEE4A proxy statement dated 10/12/1(http://www.sec.gov/Archives/edgar/data/790024/000114420410053232/v198692_defrl4a.htm

% Absaroka corpleted CPA license verification requests, which inciubieth active and inactive certificatiorsn Mr. Gene Michael Bennett ithe United States
wherehe has reportedly been employed historically, including Michigan, California, and Hawaii; if Mr. Bennett was prawvioessedCPAunder a diffeent name
or if there is anotheexplanation for this inconsistency, weould welcome the clarification

*KUN Press Release, dated 09/27Mfip://www.sec.gov/Archives/edgar/data/1335106/000114420410050957/v197515_ek98m

32 KUN 8K, dated 1080/08 http://www.sec.gov/Archives/edgar/data/1335106/000114420408060403/v130239_8k.htm

33 CAEI &, dated 09/B/10 http:/Avww.sec.gov/Archives/edgar/data/1287668/000114420410049080/v196441_8k.htm

% CPHI 14 dated 12/31/09, page 3ttp://www.sec.gov/Archives/edgar/data/1106644/000101054910000119/cph10k123109.htm

% CAGC DEHA, dated 07/21/10, page 8ttp://www.sec.gov/Archives/edgar/data/1166389/000114420410038867/v191172_deflda.htm

*CFsG Prospectus, dated 08/09/07, pagen8p://www.sec.gov/Archives/edgar/data/1271940/000114420407043962/v082910_posam.htm

S"DYP & dated 12/27/07 (firm was calla@hsian Financiélat the time),page 2
http://www.sec.gov/Archives/edgar/data/1086142/000114420407069258/v098241_8k.htm
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Independent Director Bennett z Indications of fraudulent claims of prior employment with
Grant Thornton LLP and a Law Degree from the University of Michigan 38
Grant Thornton LLP prior employment verificatiorquest

1801 § Meyers Rd

O Grant Thomton LL? In the SHZProxy Satement filed with the
United States Securites and Exchange
Commission on10/12/10, Mr. Gene Michael
Bennett claimedto have éexperience working

Fa)( for one of the top auditors ithe world, Grant

Thorntond €

TO From:  Culleen Bultsma

Kevin Barmes
Fax: (307) 3160332 Pages 2
Phone: Date: 0210711 —

Res Verflication for Gena Michael Bennett o

Urgent 3 for Review [ Please Camment  []Please Reply [l Please Recycle

® Cormments:

Kewin

As of 02407/ 1 Grant Thomiton LLP payrol department has no recond of any pricr or curment smplayee
With the name Gene Michas! Bennett. Please contact me at the & below If you have any questons.

Colleen Bultsma
Payroll Coonlinator

GrantThornton

T 630.873-2908
F 630.873-2804

University of Michigan Law School degreerification request
Michigan Law

il In the China Fire and Security Group (NASDAQ:

CFSG) Prospecttiged with the United States
... Securities and Exchange Commission on

“=+ 08/09/07, Mr. GeneMichael Bennett claimed

‘onpage3tl 2 KIF @S GANBOSAOSR |
University of Michigas

Dear Mr. Barnes:

Shirley Noland Lipsey in our Registrar’s Office has informed me of your request
concerning Gene Michael Bennett. ’

Based on a check of Law School and Univ ersity records, we are unable
to confirm that Gene Michael Bennett earned a Juris Doctor degree from
the University of Michigan Law School.

I would appreciate it if you would provide me with contact information

for Mr. Bennett (assuming you have it) so that | can request that he stop representing that
he graduated from this Law School.

Sincerely,

David H %

Assistant Dean

% |f Mr. Gene Michael Bennett was previously employed by Grant Thornton LLP or graduated from the University of Michigan Lawd8claodifienent name or
if there is another explanation for this inconsistency, wauld welcome the clarification
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7: Evaluation of Prior SHZManagement Satements z Significant delta
between Management statements and reality

Other than therevolving door ofCFQx { toté(MBnagementTeam andBoard of Drectorsinsider
members haveemained basically the same since tB@06 reversemerger. Therefore, it is useful to
compareSHZ | y I 3SYSy (i Qa LI ad adaqraSySyida FyR NBIfAGED

Issue Comments

Fluorite A From the original reversmerger filings througl®4/14/09, SHZ claimed it woufttoduce 100,000
Production metric tons of fluorite in FY§®

Guidance A Actual FY09 fluorite productionas 40,056 metric tons, 80% miss from Managemeg quidancé’
Miss A Annualized 3Q10 production wisst 28,736 metric ton®f fluorite

Kuru-Tegerel A On 11/06/06, SHZ acquired the KdFagerek Cuu project in Kyrgyz Republic for $10.0rfrom two

CopperGold  Chinese private investot's

Project A SHZ expected to construct the mine and beginptdduction within three years of the acquisitith

Failure A On 09/21/09, SHZ had yet to commence mine construction after costs of $1.9mm and sold the |
for only $8.2mm(~30% implied loss)despite a dramatic increase in copper and gold prices over tl
period $1Z owned the projeét

Mysterious A SHZ Management claiméthe price for fluorite ore increased approximately 30% per year from 2|

Fluorite to 2006 according tadata from thedShanghai Future Excharsie

Pricing A The only commodities traded on the Shanghai Futures Exchange are gold, copper, aluminum, z

Data steel, fuel oil, and rubbethe exchange has never made a market in fluorite ore or provided fluori
ore price quote$®

Limited A On 11/02/07, SHZ adopted new corporate bylaws, wkighposedlyincluded Charters fonew Audit,

Board of Compensation, and Corporate Governance Commitfees

Directors A As per the Audit CharteiThe Committee will meet on a regular baaideast 4 timesach yearand

Oversight will hold special meetings as circumstances regéiinewever, despite an auditor changggnificant

of SHZ CFO turnoveranda history ofmultiple SEC filing restatements

Management T The Audit Committee only met 2 times in 2608

T The Audit Committee only mé&times in 200%

A As per the Compensation Charter, the Committee will have the responsibility and disgview
annuallyand approve the Compa@/compensation strategiyhowever, despitedoptingan Omnibus
LongTerm Incentive Plaim 2009and payingout cash compensatioboth years

T The Compensation Committee met ZERO times in 2008
T The Compensation Committee met ZERO times in 2009

A As per the Corporate Governance Charter, the Committee will meet whenever neceséaigniify
and review candidateésfor the Board of DirectorgMr. Konman Wong was appointed to the Board ¢
Directors in July 2009 after the abrupt resignation of Mr. Feng Bai

T The Corporate Governance Committee met ZERO times irf’2008
T The Corporate Governan@ommitteemet ZERO times 2009°

A Besides presentingn illusion ofadequate internal controls and corporate governancghy did
SHZ& establishBoard of Director@Committees ithey rarely meet and have no effective control
over SHZ Management?

%9SHZ 09/30/08 1@, page 32hitp://www.sec.gov/Archives/edgar/data/790024/000114420408063122/v131282_10q.htm

“0SHZ 12/31/09 1K, page 24http://www.sec.gov/Archives/edgar/data/790024/000114420410017376/v179454_10k.htm

“1SHZ 12/31/06 14K, page 3http://www.sec.gov/Archives/edgar/data/790024/000102317507000080/f10ksh41707cc.htm

“2SHz 12/31/08 1K, page %http://www.sec.gov/Archives/edgar/data/790024/000114420409020834/v146281_10k.htm

“3SHZ 12/31/09 1K, page 5enttp://www.sec.gov/Archives/edgar/dat&r90024/000114420410017376/v179454_10k.htm

4 SHz 12/31/06 14K, page 3nttp://www.sec.gov/Archives/edgar/data/790024/000102317507000080/f10ksb41707cc.htm

s Shanghai Futures Exchangavw.shfe.com.cn

%6 SHZ11/05/07 8K, page 2 (please note the completems of thecommittee arters were not publicly disclosed until the 2008 Proxy)
http://www.sec.gov/Archives/edgar/data/790024/000102317507000236/chinashenzhou8kauditcommitte.htm

4" SHZ 08/26/09 DEF4A Proxy, page 18ttp://www.sec.gov/Archives/edgar/data/790024/000114420409045718/v159095_defl4a.htm
“8 SHZ 10/12/10 DEF4A Proxyhttp://www.sec.gov/Archives/edgar/data/790024/000114420410053232/v198692_defrlda.htm
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8: RecentTrading History z Prolific investor relations effort while

insiders were selling stock prior to the $20mm equity offering

Significant Recent Insider Stock Sales

Name Title Date of Sales Total Shares Solc  Price Range  SalesVWAP
Xueming X&f Director, exCOO 10/21/10-11/02/10 120,000 $2.40$4.13 $3.38 |
Xiaojing Y CEO 10/25/10-10/27/10 100,000  $3.30$3.70 $3.47
HelnCuf*  COGPresident  10/25/10-12/03/10 203,800 $2.60$3.70 $3.24

Interestingly, according tthe SEG~orm 4filings, Helin CuiCOOsold his entire positionbetween October
25" and December "8, and was a willing seller at $2.60/shaless than half the currenmarket value;
Xueming Xwvasrecentlya willing seller at $2.40/share.

SHD O 0 CPrebsiRdiages Prior to the $20mm Equity Offering

Date ~ Press Release IR Consultant  Filed With SEE
12/13/10  Chinese Fluorite Production Forecast Kevin Theiss No

12/07/20  Update on Fluorite Industry Dynamics Kevin Theiss No

12/03/10 2011Operatiors and FinancialGuidance Kevin Theiss No

11/22/10 2011 Winter Production Guidance Dixon Chen No

11/12/10  Financial Results for Q3 2010 David Elias Yes

10/25/10  Opens Northwest Fluorite Industry Liaison Office David Elias No

10/19/10  China Fluorite Annual Meeting 2010 David Elias No

IntensivelnvestorRelations Efort with Three Different Consultants Wie Insiders Werdiquidating
Positions Prior to the $20mm Equity Offering

“9SHZ 11/08/10 13bttp://www.sec.gov/Archives/edgar/datér90024/000114420410058064/v201357_sc13da.htm
0SHz 11/08/10 13bttp://www.sec.gov/Archives/edgar/data/790024/000114420410058064/v201357_sc13da.htm
1 SHZ 12/03/10 Form 4bttp://www.sec.gov/cgibin/browseedgar?action=getcompany&CIK=0001408384
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