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Cautionary Statement Regarding Forward-Looking Statements

The information presented or incorporated by reference in this Annual Report on Form 10-K contains both historical
information and forward-looking statements (within the meaning of Section 27A of the Securities Act, Section 21E of
the Exchange Act and the Securities Act (Ontario)) that may state our intentions, hopes, beliefs, expectations or
predictions for the future. In this report, forward-looking statements are necessarily based upon a number of estimates
and assumptions that, while considered reasonable by us at this time, are inherently subject to significant business,
economic and competitive uncertainties and contingencies. We caution that such forward-looking statements involve
known and unknown risks, uncertainties and other risks that may cause our actual financial results, performance, or
achievements of the Company to be materially different from our estimated future results, performance, or
achievements expressed or implied by those forward-looking statements.

These forward-looking statements involve risks and uncertainties, as well as assumptions that may never materialize,

prove incorrect or materialize other than as currently contemplated which could cause our results to differ materially

from those expressed or implied by such forward-looking statements. The words “believe,” “anticipate,” “expect,” “intend,”
“estimate,” “plan,” “may,” “could” and other similar expressions that are predictions of or indicate future events and future
trends which do not relate to historical matters, identify forward-looking statements. Any such forward-looking

statements are not intended to give any assurances as to future results. Numerous factors could cause actual results to

differ materially from those in the forward-looking statements. See ‘“Part I- Item 1A. Risk Factors.” Due to risks and
uncertainties, including the risks and uncertainties identified in this Annual Report on Form 10-K, actual results may

differ materially from current expectations.

9% ¢

Numerous factors could cause actual results to differ materially from those in the forward-looking statements,
including without limitation:

. the outcome of our arbitration under the Additional Facility Rules of the International Centre for Settlement of
Investment Disputes of the World Bank, in Washington D.C. to determine compensation claimed by us resulting from
our claims against the Venezuelan government and its agents and agencies;

. corruption and uncertain legal enforcement;

. political and social instability;

. requests for improper payments;

. competition with companies that are not subject to or do not follow Canadian and U.S. laws and regulations;
. regulatory, political and economic risks associated with Venezuela including changes in laws and legal
regimes;

. the result or outcome of the litigation regarding the enjoined hostile takeover bid for us;

. impact of currency, metal prices and metal production volatility;

. our dependence upon the abilities and continued participation of certain key employees;

. the value of our 5.50% senior subordinated convertible notes due on June 15, 2022 and potential volatility of

our Class A common shares (also referred to herein as “Common Shares”), including potential dilution as a result of the
conversion of the convertible notes into our common shares by either us or the holder;
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. the prospects for exploration and development of alternative projects by us;
. and risks normally incident to the exploration, development and operation of mining properties.

Investors are cautioned not to put undue reliance on forward-looking statements, and investors should not infer that
there has been no change in our affairs since the date of this report that would warrant any modification of any
forward-looking statement made in this document, other documents filed periodically with securities regulators or
documents presented on our website. All subsequent written and oral forward-looking statements attributable to us or
persons acting on our behalf are expressly qualified in their entirety by this notice. We disclaim any intent or
obligation to update publicly or otherwise revise any forward-looking statements or the foregoing list of assumptions
or factors, whether as a result of new information, future events or otherwise, subject to our disclosure obligations
under applicable rules promulgated by the U.S. Securities and Exchange Commission (the “SEC”).
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Cautionary Note Regarding Differences in U.S. and Canadian Reporting Practices

We maintain our accounts in U.S. dollars and prepare our financial statements, which are filed with this Annual

Report on Form 10-K, in accordance with Canadian generally accepted accounting principles (“Canadian GAAP”), and
subject to Canadian auditing and auditor independence standards. Accordingly, our audited consolidated financial
statements included in “Part II- Item 8. Financial Statements and Supplementary Data” in this Annual Report on Form
10-K may not be comparable to financial statements of companies reporting in accordance with U.S. GAAP.
Significant differences between Canadian GAAP and U.S. GAAP are described in Note 20 of our consolidated
financial statements.

Currency

Unless otherwise indicated, all references to “$” or “U.S. dollars” in this Annual Report on Form 10-K refer to U.S.
dollars, references to “Cdn$” or “Canadian dollars” refer to Canadian dollars and references to “Bs” refer to Venezuelan
Bolivars. The 12 month average rate of exchange for one Canadian dollar, expressed in U.S. dollars, for each of the

last three years equaled 0.8761, 0.9374 and 0.93009, respectively and the exchange rate at the end of each such period
equaled 0.9559, 0.8170 and 1.0120, respectively.
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PART 1

Item 1. Business

» o« PIINTS

In this Annual Report on Form 10-K, the terms “we,” “us,” “our,” “Gold Reserve” and the “Company” refer to
Gold Reserve Inc. and its consolidated subsidiaries and affiliates, unless the context requires otherwise.

Company Overview

Gold Reserve Inc. is an exploration stage company incorporated in 1998 under the laws of the Yukon Territory,
Canada and is the successor issuer to Gold Reserve Corporation which was incorporated in 1956. Our registered agent
is Austring, Fendrick, Fairman & Parkkari, The Drury Building, 3801 Third Avenue, Whitehorse, Yukon, Y1A 477.
Telephone and fax numbers for our registered agent are 867.668.4405 and 867.668.3710, respectively. Our corporate
administrative office is located at 926 West Sprague Avenue, Suite 200, Spokane, WA 99201, U.S.A. and our
telephone and fax numbers are 509.623.1500 and 509.623.1634, respectively. Additional information on the Company
can be found at www.sec.gov, www.sedar.com or our web-site at www.goldreserveinc.com.

The Company is engaged in the business of acquiring, exploring and developing mining projects. From 1992 to 2009

we focused substantially all of our management and financial resources on the development of the Brisas gold and
copper project located in the Kilometre 88 mining district of the State of Bolivar in south-eastern Venezuela (which

we refer to as the “Brisas Project” or “Brisas”). We have discontinued development of the Brisas Project and are pursuing
arbitration while attempting to settle our dispute with the Venezuelan government and mitigate our loss through the

sale of Brisas project assets as discussed below, and are seeking to invest in or acquire an alternative mining project.

Our corporate organization structure is as follows:

Recent Developments
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The Brisas Project has been expropriated by the Venezuelan government, and we no longer have control or physical
access to the project. As a result, we no longer report mineral reserves for Brisas, and we have discontinued the
development of our Venezuelan properties, including Brisas and Choco 5 (which was a grass-roots exploration
property also located in the State of Bolivar). On October 21, 2009, we filed a Request for Arbitration under the
Additional Facility Rules of the International Centre for Settlement of Investment Disputes (“ICSID”) of the World
Bank in Washington D.C. against the Bolivarian Republic of Venezuela to seek compensation as a result of the
expropriation and other violations of the Agreement between the Government of Canada and the Government of
Venezuela (“Canada-Venezuela Treaty”). Our Request was registered by ICSID in November 2009. For more
information, see “Item 3. Legal Proceedings — Arbitration.”
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The information contained below and elsewhere in this Annual Report on Form 10-K relating to our past development
efforts and regulatory process related to Brisas and Choco 5 and, in the case of Brisas, reported mineral reserves are
presented only for informational and historical purposes and should not be construed as an indication of our
expectations regarding the future development and operation of these properties or the outcome of the arbitration
proceedings.

Background

The Venezuelan Ministry of Mines (“MIBAM”) approved the Brisas operating plan during 2003 and in early 2007 the
Venezuelan Ministry of Environment (“MinAmb”) approved the Brisas Environmental and Social Impact Study for the
Exploitation and Processing of Gold and Copper Ore (‘“Estudio de Impacto Ambiental y Sociocultural” or “ESIA”). In
March 2007, MinAmb issued the Authorization for the Affectation of Natural Resources for the Construction of
Infrastructure and Services Phase of the Brisas Project (the “Authorization to Affect”). In 2007, we commenced
significant pre-construction procurement efforts with the assistance of our EPCM contractor, awarding contracts for
Brisas site prep and construction camp facilities and placing orders for processing equipment, early-works
construction equipment and various other site equipment totaling approximately $125.3 million, accelerated detailed
project engineering, hired a number of senior technical staff, completed the sale of approximately $103.5 million of
5.50% senior subordinated convertible notes (“convertible notes”) and $74 million (net of expenses) in new equity,
launched a number of environmental and social initiatives and commenced preparation of the Brisas site for
construction activities. In April 2008, MinAmb arbitrarily revoked the 2007 Authorization to Affect. Venezuelan legal
counsel advised management at that time that the revocation of the Authorization to Affect was groundless and legally
unsupported.

After months of continuous effort to meet with the Venezuelan government and resolve the issues related to the 2008
revocation of the Authorization to Affect and the more recent denial in May 2009 of the normal course extension of
the Brisas and the El Pauji Concessions (which by Venezuelan law were already renewed), on October 21, 2009 we
filed for arbitration against Venezuela at ICSID under the Canada-Venezuela Treaty. In evident retaliation,
Venezuelan government personnel arrived at the Brisas Project camp site on October 26, 2009, claimed ownership of
the Brisas Alluvial Concession, seized assets, expelled our personnel and took physical possession of the property.
Subsequently on November 4, 2009, the Venezuelan government notified us through the issuance of an
Administrative Act, dated October 20, 2009, of its intent to cancel our underlying hard rock concession.

As a result of the expropriation of the Brisas Project by the Venezuelan government and our loss of control and
physical access to the project, we recorded a $150.7 million non-cash write-off of the capital costs associated with the
expropriated assets including an adjustment for the estimated net realizable value of certain processing and related
equipment purchased for the Brisas Project of approximately $14.5 million. Since acquiring the Brisas Concession in
1992, we have spent close to $300 million on the project (including equipment recorded in the Consolidated Balance
Sheet and financial, legal and engineering costs incurred in support of our Venezuelan operations and the write-down
of previously capitalized costs associated with our Venezuelan operations recorded in the Consolidated Statement of
Operations). For more background information on the Brisas Project, see “Item 2. Properties.”

The costs incurred since 1992 include property and mineral rights, easements, acquisition costs, equipment
expenditures, litigation settlement costs, general and administrative costs and extensive exploration costs including
geology, geophysics and geochemistry, approximately 975 drill holes totaling over 200,000 meters of drilling,
independent audits of drilling, sampling, assaying procedures and ore reserves methodology, environmental baseline
work/socioeconomic studies, hydrology studies, geotechnical studies, mine planning, advanced stage grinding and
metallurgical test work, tailings dam designs, milling process flow sheet designs, Environmental Impact Statement
and Bankable Feasibility Study, including a number of subsequent updates, and an independent CSA National
Instrument 43-101 report which was most recently updated in March 2008. Detailed engineering for Brisas was
approximately 85% complete at the date of its expropriation by the Venezuelan government.
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We have no commercial production at this time and, as a result, we have not recorded revenue or cash flows from
mining operations and continue to experience losses from operations, a trend we expect to continue unless the
investment dispute regarding Brisas is resolved favorably to the Company and/or we acquire or invest in an alternative
project. Historically we have financed the Company’s operations through the issuance of common stock, other equity
securities and convertible debt. The Company has only one operating segment, the exploration and development of

mineral properties. Segmented financial information by geographic region is shown in Note 14 to the consolidated
financial statements.

10
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Investors are urged to read our filings with U.S. and Canadian securities regulatory agencies, which can be viewed
on-line at www.sec.gov, www.sedar.com or the Company’s website at www.goldreserveinc.com which also includes
the Company’s corporate governance policies. Additionally, you can request a copy of any of these documents directly
from us.

11
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Item 1A. Risk Factors

If we do not prevail in our arbitration proceedings and obtain compensation from the Venezuelan government
for the value of our investment in the Brisas Project, the Company would be materially adversely affected.

On October 21, 2009, we filed a Request for Arbitration under the Additional Facility Rules of ICSID. In November
2009, the Request for Arbitration was registered by ICSID. We commenced the arbitration proceedings to establish
Venezuela’s liability for its breaches of the Canada-Venezuela Treaty, including the expropriation of the Brisas
Project, and to obtain compensation claimed us as a result of such breaches. The cost of prosecuting our claims over
an estimated three to five years could be substantial, and there is no assurance that we will be successful in our claims
or, if successful, will collect any compensation from the Venezuelan government. If we are unable to prevail on
claims against the Venezuelan government or collect compensation in respect of our claims, the Company would be
materially adversely affected.

Failure to acquire or invest in another mining project would adversely affect future results.

The Company is currently an exploration stage company with no mining properties at this time. We currently do not
generate revenue from operations and have historically financed operating activities primarily from the sale of
common shares, other equity securities or debt securities. With the expropriation of the Brisas Project, we are actively
pursuing alternative mining prospects. However, the identification of a viable mining project takes time, and a
substantial amount of management’s attention is currently focused on the Brisas arbitration proceeding. Even if a new
mining project is identified, there is no guarantee that we could adequately finance or successfully construct and
operate the project. If we are unable to identify, finance and/or construct and operate another project, our future
financial condition and results of operations could be materially adversely affected. As of March 30, 2010, the
Company had approximately $77 million in cash and investments. In the near-term, management believes that cash
and investment balances are sufficient to enable us to fund our activities through 2011 (excluding any substantial
acquisition or development activities).

The conversion or repurchase of our convertible notes could result in the issuance of a significant number of
our common shares causing significant dilution to existing shareholders and, in certain circumstances, could
result in a change of control.

In May 2007, we issued $103,500,000 aggregate principal amount of 5.50% convertible notes due on June 15, 2022.
The notes are convertible into Class A common shares of the Company at the initial conversion rate, subject to
adjustment, of 132.626 shares per $1,000 principal amount (equivalent to a conversion price of $7.54) or
approximately 13.3 million common shares. Upon a request for payment, we generally have the option to deliver
common shares, cash or a combination thereof for the notes surrendered. On June 15, 2012 note holders have a one
time option to require the Company to repurchase the notes, at a price equal to 100% of the principal amount of the
notes plus accrued but unpaid interest. The repurchase of the notes for cash may not occur if we lack sufficient
liquidity at that time. As a result, we may elect to satisfy our obligation to pay the repurchase price, in whole or in
part, by delivering common shares. If in the future we elect to repurchase the notes with common shares, we would be
required to issue shares based on the share price on June 15, 2012, which will likely result in significant dilution to
existing shareholders and a potential change of control of the Company which could result in the payment of
significant severance compensation pursuant to change of control agreements with certain employees.

12
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Uncertainty resulting from the outcome of the litigation regarding the enjoined hostile takeover bid may
adversely affect our business.

On December 15, 2008, Rusoro Mining Ltd (“Rusoro”) made an unsolicited proposal to acquire all of the Company’s
outstanding shares. On December 16, 2008, the Company filed an action in the Ontario Superior Court of Justice
against Rusoro and Rusoro’s financial advisor Endeavour Financial International Corporation (“Endeavour”) seeking an
injunction restraining Rusoro and Endeavour from proceeding with Rusoro’s unsolicited offer, significant monetary
damages, and various other items. Endeavour was the Company’s financial advisor from 2004 until shortly after the
commencement of Rusoro’s offer. Subsequently, the Ontario Superior Court of Justice granted us an interlocutory
injunction restraining Rusoro and Endeavour from proceeding with any hostile bid to acquire the shares of the
Company until the conclusion and disposition at trial of our original legal action. In April 2009, a request for
permission to appeal by Rusoro was denied and Rusoro and Endeavour filed counterclaims for, among other things,
damages of Cdn $102.5 million and $0.5 million, respectively. Our legal action is ongoing and there can be no
assurances as to its ultimate outcome, whether Rusoro and or Endeavour will pursue any other legal course of action
or, if successful, whether Rusoro will initiate another unsolicited offer for the Company.

13
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Failure to retain and attract key personnel could adversely affect the Company.

We are and will be dependent upon the abilities and continued participation of key management personnel to manage
the Brisas arbitration and identify, acquire and develop new opportunities. Substantially all of the key management
personnel have been employed by the Company for over 15 years. If the services of our key employees were lost (in
particular those long time key management personnel possessing important historical knowledge related to the Brisas
Project which is relevant to our arbitration claims) or we are unable to obtain the new personnel necessary to execute
our plan to acquire a new project, it could have a material adverse effect on our future operations.

Operating losses are expected to continue.

We have experienced losses from operations for each of the last five years as the result of expenditures associated
with corporate activities related to the development of the Brisas Project and the Choco 5 property, including the
write-off of previously capitalized expenditures associated with our Venezuelan operations that are recorded in our
consolidated statement of operations. We expect this trend to continue until sometime after the Company invests in an
alternative project and achieves commercial production, if any. In addition, such losses may increase if we invest in an
alternative project and we can give no assurances that this trend will ultimately be reversed.

We may raise funds for future operations through the issuance of common shares, debt instruments convertible
into common shares or other equity-based instruments.

In order to finance an alternative project, we may raise additional funds through the issuance of common shares, debt
instruments convertible into common shares or other equity-based instruments, such as warrants. We cannot predict
the size of any such future issuances of securities, or the effect, if any, that future issuances and sales of our securities
will have on the market price of our common shares or the fair market value of the notes. Any transaction involving
the issuance of previously authorized but unissued shares, or securities convertible into shares, will result in dilution,
possibly of a substantial nature, to present and prospective holders of shares.

Our ability to generate the cash needed to pay interest and principal amounts on the notes and service any
other debt depends on many factors, some of which are beyond our control.

Unless and until we acquire or develop other operating properties, cash to meet our obligations will be sourced from
cash on hand or the issuance of additional equity or debt securities. If our cash flow and capital resources are
insufficient to fund our debt service obligations, we may be forced to reduce or to delay capital expenditures, sell
assets, seek to obtain additional equity capital or restructure our debt.

The price of our common shares may be volatile.

Our common shares are publicly traded and are subject to various factors that have historically made their price
volatile. The market price of our common shares may fluctuate based on a number of factors, including:

. the result of our arbitration and litigation proceedings;

. economic and political developments in Venezuela;

. our operating performance and financial condition;

. the performance of competitors and other similar companies;

. the public’s reaction to our press releases, public announcements by our competitors regarding mining

development or other matters and our filings with the various securities regulatory authorities;

14
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. the price of gold and copper and other metal prices, as well as metal production volatility;

. changes in recommendations by research analysts who track our common shares or the shares of other
companies in the resource sector;

. changes in general economic conditions;

. the arrival or departure of key personnel;

. acquisitions, strategic alliances or joint ventures involving us or our competitors;

. the dilutive effect of the sale by us of significantly more common shares in order to finance our activities; and
. other factors listed under “Cautionary statement regarding forward-looking statements.”

15
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In addition, the market price of the common shares is affected by many variables not directly related to our
performance and that are therefore not within our control. These include other developments that affect the market for
all resource sector shares, the breadth of the public market for the common shares, and the attractiveness of alternative
investments. The effect of these and other factors on the market price of the common shares on the Toronto Stock
Exchange (“TSX”) and NYSE Amex (formerly known as AMEX) has historically made our share price volatile and
suggests that our share price will continue to be volatile in the future.

Risks inherent in the mining industry could adversely impact future operations.

Exploration for gold and other metals is speculative in nature, involves many risks and frequently is unsuccessful.
Exploration programs entail risks relating to the location of economic ore bodies, the development of appropriate
metallurgical processes, the receipt of necessary governmental permits and regulatory approvals and the construction
of mining and processing facilities at the mining site. If ore bodies are developed, it can take a number of years and
substantial expenditures from the initial phases of drilling until production commences, during which time the
economic feasibility of production may change. Significant capital investment is required to achieve commercial
production from exploration efforts and there is no assurance that we will have, or be able to raise, the required funds
to engage in these activities or to meet our obligations with respect to the exploration properties in which we may
acquire an interest. To the extent we are successful in any exploration program or identify any acquisition
opportunities, we may experience problems associated with the exploration or development of such projects or may
not be able to find adequate acquisition opportunities. Any one or more of these factors or occurrence of other risks
could cause us not to realize the anticipated benefits of an acquisition of properties or companies, and could have a
material adverse effect on our financial condition and results of operations.

U.S. Internal Revenue Service designation as a “passive foreign investment company” may result in adverse U.S.
tax consequences to U.S. shareholders.

U.S. taxpayers should be aware that we have determined that the Company is a “passive foreign investment company”’
under Section 1297(a) of the U.S. Internal Revenue Code (a “PFIC”) for the taxable year ended December 31, 2009, and
it may be a PFIC for all taxable years prior to the time the Company has income from production activities. We do

not, however, believe that any of the Company’s subsidiaries were PFICs as to any shareholder of the Company for the
taxable year ended December 31, 2009. For taxable years in which the Company is a PFIC, any gain recognized on

the sale of the Company's common shares and any “excess distributions” (as specifically defined) paid on the
Company's common shares must be ratably allocated to each day in a U.S. taxpayer’s holding period for the common
shares. The amount of any such gain or excess distribution allocated to prior years of such U.S. taxpayer’s holding
period for the common shares generally will be subject to U.S. federal income tax at the highest tax rate applicable to
ordinary income in each such prior year, and the U.S. taxpayer will be required to pay interest on the resulting tax
liability for each such prior year, calculated as if such tax liability had been due in each such prior year.

Alternatively, a U.S. taxpayer that makes a timely and effective “QEF election” generally will be subject to U.S. federal
income tax on such U.S. taxpayer’s pro rata share of the Company's “net capital gain” and “ordinary earnings” (calculated
under U.S. federal income tax rules), regardless of whether such amounts are actually distributed by the Company. For
a U.S. taxpayer to make a QEF election, the Company must agree to supply annually to the U.S. taxpayer the “PFIC
Annual Information Statement” and permit the U.S. taxpayer access to certain information in the event of an audit by
the U.S. tax authorities. We will prepare and make the statement available to U.S. taxpayers, and will permit access to
the information. As a possible second alternative, a U.S. taxpayer may make a “mark-to-market election” with respect to
a taxable year in wh