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(Incorporated in Canada under the Canada Businego@tions Act)

Interim Consolidated Financial Statements (Unadglite

September 30, 2010
(Expressed in United States Dollars except whéreratise noted)

Notice to readers:

The financial statements for the quarter ended edaper 30, 2010 and the accompanying notes thereto
contained in this report have been prepared byrtaeagement and have not been reviewed or auditéleby
Company’s external auditor.



GobiMin Inc.
Consolidated Balance Sheets (Unaudited)
(Expressed in United States Dollars)

September 30, 20C

December 31, 2009

ASSETS $ $
Current
Cash and cash equivalents (Note 5) 46,581,299 73,350,405
Time deposit (Note 5) - 5,000,000
Prepayments and other receivables (Note 13) 23,476,238 6,638,779
Amount due from an investee company (Note 6) 600,261 -
Dividend receivable from an investee company (NQte - 39,200
Total current assets 70,657,798 85,028,384
Non-current
Mineral properties and equipment (Note 8) 2,198,776 1,127,567
Equity investments (Note 9) 8,810,734 2,675,844
Financial assets (Note 10) 21,603,484 -
Loan to an investee company (Note 12) 1,914,294 -
Amount due from related parties (Note 14) 2,877,956 1,572,148
Loan to a related party (Note 14 (e)) 14,657,686 -
Total non-current assets 52,062,930 5,375,559
Total assets 122,720,728 90,403,943
LIABILITIES
Current
Other payables and accrued liabilities (Note 13) 29,149,977 968,798
Total current liabilities 29,149,977 968,798
Non-current
Deferred gain on disposal of equity investmentstéNc3) 6,249,882 -
Total non-current liabilities 6,249,882 -
Total liabilities 35,399,859 968,798
Non-controlling interests (Note 15) 2,361,502 1,262,175
Commitments (Note 16)
SHAREHOLDERS’ EQUITY
Share capital (Note 17 (a)) 28,841,786 29,267,506
Contributed surplus (Note 17 (c)) 3,646,466 5,604,073
Reserves (Note 18) 7,666 7,666
Retained earnings 49,540,245 50,638,277
Accumulated other comprehensive income (Note 21) 2,923,204 2,655,448
Total shareholders’ equity 84,959,367 88,172,970
Total liabilities and shareholders’ equity 122,720,728 90,403,943
See accompanying notes to the Consolidated Financial Statements
APPROVED BY THE BOARD
(Signed) (Signed)
Felipe Tan Hubert Marleau
Director Director



GobiMin Inc.
Consolidated Statements of Income (Unaudited)
(Expressed in United States Dollars)

Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
$ $ $ $
Revenue - - - 939,923
Cost of sales - - - (609,195)
Depreciation - - - (290,229)
Selling and distribution cost - - - (122,426)
Gross loss - - - (81,927)
Other revenue and gains (Note 20) 130,345 84,339 259,304 334,533
General and administrative expenses (592,269) (622,265) (1,979,943) (2,053,429)
Stock based compensation (Note 17 (c)) 1,714,042 (188,998) 1,561,748 (477,015)
Equity gain/(loss) in investments (Note 9) 96,341 (42,971) 116,900 126,213
Other operating expenses - - - (36,913)
Operating loss 1,348,459 (769,895) (41,991) (2,188,538)
Interest expense - - - (84)
Loss on financial instruments - - - (58,865)
Fair value gain on financial assets 52,655 - 52,655 -
Exchange (loss)/gain (326,760) (21,432) (275,067) 5,506,677
Gain on disposal of subsidiaries (Note 4) - - - 33,603,540
Earnings/(Losses) before tax and non-controlling 1,074,354 (791,327) (264,403) 36,862,730
interests
Income tax - - - -
Earnings/(Losses) before non-controlling interests 1,074,354 (791,327) (264,403) 36,862,730
Non-controlling interests (Note 15) - 403 - 21,955
Net earnings/(losses) for the period 1,074,354 (790,924) (264,403) 36,884,685
Earnings/(Losses) per share (Note 17 (f))
Basic 0.016 (0.012) (0.004) 0.532
Diluted 0.016 (0.011) (0.004) 0.530
Weighted average number of shares outstanding
(Note 17 (f)) Share Share Share Share
Basic 67,286,560 68,751,762 67,802,970 69,272,796
Diluted 67,286,560 69,140,687 67,802,970 69,647,076

See accompanying notes to the Consolidated Financial Statements



GobiMin Inc.
Consolidated Statements of Comprehensive Income (ldadited)
(Expressed in United States Dollars)

Three Months Three Months Nine Months Nine Months

Ended

Ended

Ended

Ended

September 30, September 30, September 30, September 30,

2010 2009 2010 2009
$ $ $ $
Net income/(loss) 1,074,354  (790,924) (264,403) 36,884,685
Unrealized exchange gain/(loss) on translation of
self-sustaining foreign operations 354,179 (44,539) 267,756 (7,157,264)
Comprehensive income/(loss) 1,428,533 (835,463) 3,363 29,727,421

Consolidated Statements of Changes in Shareholdergguity (Unaudited)
(Expressed in United States Dollars)

Three Months Three Months Nine Months Nine Months

Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
$ $ $ $
Share Capital
Balance at beginning of period 28,931,562 29,008,334 29,267,506 29,918,738
Issued for option exercise 1,018,283 - 1,047,944 412,376
Share buy back (1,108,059) (265,906) (1,473,664) (1,588,686)
Balance at end of period 28,841,786 28,742,428 28,841,786 28,742,428
Contributed Surplus
Balance at beginning of period 5,747,909 5,529,665 5,604,073 5,398,535
Options exercised (387,401) - (395,859) (156,887)
Stock based compensation (1,714,042) 188,998 (1,561,748) 477,015
Balance at end of period 3,646,466 5,718,663 3,646,466 5,718,663
Reserves
Balance at beginning of period 7,666 7,653 7,666 -
Current period reserves - - - 7,653
Balance at end of period 7,666 7,653 7,666 7,653
Retained Earnings
Balance at beginning of period 48,465,891 57,716,080 50,638,277 26,631,480
Net income/(loss) 1,074,354 (790,924) (264,403) 36,884,685
Transfer to general reserve - - - (7,653)
Change in fair value of discontinued operation - - - (1,761,017)
Dividend paid - - (833,629) (4,822,339)
Balance at end of period 49,540,245 56,925,156 49,540,245 56,925,156
Accumulated other comprehensive income/(loss)
Balance at beginning of period 2,569,025 (1,692,831) 2,655,448 5,419,894
Other comprehensive income/(loss) 354,179 (44,539) 267,756  (7,157,264)
Balance at end of period 2,923,204 (1,737,370) 2,923,204 (1,737,370)

See accompanying notes to the Consolidated Financial Statements



GobiMin Inc.
Consolidated Statements of Cash Flows (Unaudited)
(Expressed in United States Dollars)

Three Months  Three Months ~ Nine Months ~ Nine Months
Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Cash flows from (used in) operating activities $ $ $ $
Net (losses)/earnings for the period 1,074,354 (790,924) (264,403) 36,884,685
Adjustments for items not involving cash:
- Depreciation - - - 257,096
- Amortization in general and administrative espes 23,191 48,012 136,367 107,455
- Stock based compensation (1,714,042) 188,998 (1,561,748) 477,015
- Exchange loss/(gain) 326,760 21,432 275,067 (5,506,677)
- Equity (gain)/loss in investments (Note 9) (96,341) 42,971 (116,900) (126,213)
- Gain on disposal of subsidiaries (Note 4) - - - (33,603,540)
- Non-controlling interests - (403) - (21,955)
(386,078) (489,914) (1,531,617) (1,532,134)
Change in non-cash working capital items:
- Prepayments, deposits and other receivables (16,624,552) (4,031,848) (16,826,389) (5,675,841)
- Amount due from a related party (1,187,026) - (1,304,287) -
- Financial assets (Note 10) (21,603,484) - (21,603,484) -
- Other payables and accrued liabilities 27,773,181 18,217 28,164,827 (215,672)
- Derivative financial instrument liabilities - - - (94,015)
Net cash used in operating activities (12,027,959) (4,503,545) (13,100,950) (7,517,662)
Cash flows from (used in) financing activities
Shares issued for cash from option exercise 630,882 - 652,086 255,490
Shares buy back (1,108,059) (265,906) (1,473,664) (1,588,686)
Capital contribution to subsidiary by non-contiradl interests 1,099,326 - 1,099,326 -
Loan to an investee company (Note 12) - - (1,914,294) -
Loan to a related party (Note 14 (e)) - - (14,657,686) -
Repayment of shareholder’s loan - - - 2,300,119
Amount due from an investee company (Note 6) 3,052,301 (46,087) (600,261) (3,751,435)
Dividend paid - - (833,629) (4,822,339)
Net cash from (used in) financing activities 3,67450 (311,993) (17,728,122) (7,606,851)
Cash flows from (used in) investing activities
Mineral properties and equipment (183,967) (170,829) (1,207,575) (618,769)
Disposition of equity interest in subsidiaries - - - 36,942,051
Dividend received from an investee company (N9Qte 7 - - 39,200 -
Equity investments in joint ventures/investee camp 862,328 - (6,017,990) 7,432
Deferred gain on disposal of equity investmentstéNL3) 6,250,882 - 6,250,882 -
Maturity of time deposit (Note 5) - - 5,000,000 -
Release of restricted cash - - - 489,960
Net cash from (used in) from investing activities 6,929,243 (170,829) 4,064,517 36,820,674
(Decrease) Increase in cash and cash equivalents 1,424,266) (4,986,367) (26,764,555) 21,696,161
Effect on foreign exchange rate changes on cash ,186 63,042 (4,551) 363,112
Cash and cash equivalents at beginning of period 7/093,399 80,599,671 73,350,405 53,617,073
Cash and cash equivalents at end of period 46,5892 75,676,346 46,581,299 75,676,346
Supplementary cash flow information:
Interest received 77,731 84,406 196,335 331,799
Fair value gain on financial assets 52,655 - 52,655 -
Realized forward contract loss - - - 58,865

See accompanying notes to the Consolidated Financial Statements



GobiMin Inc.

Notes to Consolidated Financial Statements (Unaudtl)
For the quarter ended September 30, 2010
(Expressed in United States Dollars)

1.

NATURE OF OPERATIONS

GobiMin Inc., together with its subsidiaries (caligely referred to herein as the “Company” or
“GobiMin™), is engaged in the exploration and degmhent of mineral properties, mainly in the
Xinjiang Uygur Autonomous Region (“Xinjiang”) of ¢hPeople’s Republic of China (“China”).

In 2009, GobiMin acquired an equity interest of 70%injiang Tongyuan Minerals Ltd. (“Tongyuan”)
for development of the Sawayaerdun Gold Projectimiang, China and an equity interest of 49% in
China Precision Material Limited (“China PrecisipnWhich is principally engaged in metal trading,
predominantly silver.

On February 9, 2010, through the acquisition of 488fity interest in Hami Coal Corporation
(formerly known as “Fortune Aspect Limited”) (“Han@oal”), GobiMin acquired an indirect equity
interest of 24.49% in Balikun Yinxin Minerals Integents Limited (“Balikun Yinxin”) for the
development of the Balikun Coal Project in Xinjiar@Ghina through Xinjiang Ruide Mining Limited
(“Ruide”).

GobiMin owns a 50% equity interest in a joint vaetuXinjiang Xinya Minerals Ltd. (“Xinya”), and a
40% equity interest in each of three joint ventudésjiang Tongde Minerals Ltd., Xinjiang Tongan
Minerals Ltd. and Xinjiang Tianhong Minerals Ltdb, engage in exploration of nickel, lead, zinc and
copper projects in Xinjiang, China.

GobiMin owned a 40% indirect equity interest in #r&s joint venture which is engaged in exploration
and development of the Yanxi Copper Property. Gabivas completed the disposal of a 32% equity
interest in the Yanxi Copper Property on July Z2.@ retaining an 8% indirect equity interest.

BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING PO LICIES

The unaudited interim consolidated financial staets of GobiMin have been prepared in accordance
with Canadian generally accepted accounting priesipsing the same accounting policies and methods
of application as those disclosed in note 2 of Glifs audited consolidated financial statements for
the year ended December 31, 2009, except for thegehreferred to in note 3 below. Generally
accepted accounting principles for interim consaild financial statements do not conform in all
respects to the disclosures required for annuaamated financial statements and, accordinglgsé¢h
unaudited interim consolidated financial statemesiieuld be read in conjunction with GobiMin’'s
annual consolidated financial statements and acaowipg notes for the year ended December 31,
2009. In the opinion of management, all adjustmentssidered necessary for the fair presentation of
results for the periods presented have been refldat these unaudited interim consolidated findncia
statements. These adjustments consist only of daaoarring adjustments. Operating results for ¢hes
interim periods are not necessarily indicative @ tesults that may be expected for the full fimanc
year ending December 31, 2010.

CHANGE IN ACCOUNTING POLICIES
Future Accounting Changes
(i) Business Combinations, Consolidated Financial Btatgs and Non-Controlling Interests

The CICA issued three new accounting standards anualy 2009: Section 1582 “Business
Combinations”, Section 1601 “Consolidated Finan8itements” and Section 1602 “Non-Controlling



GobiMin Inc.

Notes to Consolidated Financial Statements (Unaudtl)
For the quarter ended September 30, 2010
(Expressed in United States Dollars)

interests”. These new standards will be effectimefinancial years beginning on or after January 1,
2011.

Section 1582 “Business Combinations” replaces eecti581 “Business Combinations”, and
establishes standards for the accounting for anbasicombination. It provides the Canadian equivale
to IFRS 3 - Business Combinations. The sectioniepgrospectively to business combinations for
which the acquisition date is on or after the beiig of the first annual reporting period beginnomy

or after January 1, 2011. Sections 1601 “Consa@di&inancial Statements”, and Section 1602 “Non-
Controlling interests”, together replace sectiofAB8Consolidated Financial Statements”. Section1160
establishes standards for the preparation of cifaget! financial statements and applies to intenid
annual consolidated financial statements relatmdirtancial years beginning on or after January 1,
2011.

(i) Transition to International Financial Reportingr&tards (“IFRS”)

The Canadian Accounting Standards Board (AcSB) ireguall Canadian Publicly Accountable
Enterprises (PAEs) to adopt IFRS for years begmmin or after January 1, 2011. Following this
timeline, the Company will issue its first set nfarim financial statements prepared under IFRBén

first quarter of 2011 including comparative IFR8dincial results and an opening balance sheet as at
January 1, 2010. The first annual IFRS consolidétexhcial statements will be prepared for the year
ended December 31, 2011 with restated compardtiveke year ended December 31, 2010.

4. GAIN AND PROCEEDS FROM DISPOSITION OF EQUITY INTERE ST IN SUBSIDIARIES

In November 2008, the Board of Directors of the @any approved the agreements on disposal of the
Company’s equity interests in Yakesi and Jubaocwhepresented substantial continuing operation of
the Company. Since there is no other material diperafter the disposal, the operating results db n
show the segregation of the operation results dfte¥iaand Jubao. By February 11, 2009, the
agreements on the disposal of the equity intereMakesi and Jubao were approved by the Chinese
government. The total sales proceeds received &Cthmpany are RMB492 million (approximately
$72.1 million). The Company also received dividerafsRMB43.89 million (approximately $6.4
million) paid out by Yakesi and Jubao in 2009.

Three months ended Three months ended
September 30, 2010 March 31, 2009

$ $

Net assets disposed of as at 11 February, 2009 - 38,521,707

Gain on disposal of subsidiaries - 33,603,540

Consideration from disposition - 72,125,247
Proceeds from disposition of equity interest in sufidiaries:

Consideration from disposition - 72,125,247

Deposits received in 2008 - (36,062,624)

Final instalments received - 36,062,623

Dividends received from discontinued operations - 6,429,449

Withholding tax paid to local tax bureau - (5,550,021)

- 36,942,051

Pursuant to the sale and purchase agreementsNiatedhber 23, 2008, the Company agreed to dispose
of its 93.55% and 95.16% equity interests in Yale®sl Jubao respectively. According to the aforesaid

-6-



GobiMin Inc.

Notes to Consolidated Financial Statements (Unaudtl)
For the quarter ended September 30, 2010
(Expressed in United States Dollars)

agreements, the deposits with aggregate sum of RI@Ballion (approximately $36.0 million) were
received by the Company during the year ended Dieeef8i., 2008.

The final installments and dividends, net of tayrpant, of RMB254 million (approximately $36.9
million) were received by the Company during tharter ended March 31, 2009.

5. CASH AND CASH EQUIVALENTS AND TIME DEPOSIT

Cash and cash equivalents at September 30, 26i@éncash in different locations as follows:

Bank location Reporting Currency Amount US$ Equivalent
Cash and cash equivalents
Canada CAD 532,042 517,624
Hong Kong HKD 334,996,113 43,224,189
China RMB 19,371,405 2,839,400
Indonesia IDR 815,444 86
46,581,299
Cash and cash equivalents and time deposit atnblere31, 2009 include cash in different locatioss a
follows:
Bank location Reporting Currency Amount US$ Equivalent
Cash and cash equivalents
Canada CAD 232,549 222,200
Hong Kong HKD 524,701,382 67,701,657
China RMB 37,020,451 5,426,342
Indonesia IDR 1,937,389 206
73,350,405
Time deposit
Hong Kong HKD 38,751,003 5,000,000
Total 78,350,405

The RMB is not freely convertible into other curcées. However, under China’s Foreign Exchange
Control Regulations and Administration of SettletpeSale and Payment of Foreign Exchange
Regulations, the Company is permitted to exchang®& Ror other currencies through banks authorized
to conduct foreign exchange business.

The fair market values of cash and cash equivalgoproximate their carrying values at September 30
2010.

As at December 31, 2009, the time deposit of ¥ placed with a bank in Hong Kong carrying
interest at 1.41438% per annum matured in May 2010.

6. AMOUNT DUE FROM AN INVESTEE COMPANY

The amount due from an investee company of $600(Rétember 31, 2009: $ nil) represents margin
deposit with China Precision for hedging on itafinial assets as mentioned in note 10.



GobiMin Inc.

Notes to Consolidated Financial Statements (Unaudtl)
For the quarter ended September 30, 2010
(Expressed in United States Dollars)

7.

10.

DIVIDEND RECEIVABLE FROM AN INVESTEE COMPANY

The balance in 2009 represents a dividend reckeivab$39,200 from the Company’s 49% owned
investee company, China Precision. The balance®eeived during the quarter ended 31 March, 2010.

MINERAL PROPERTIES AND EQUIPMENT

Accumulated Amortization Net
Cos / Written off ~ Book Value
September 30, 2010 $ $ $
Buildings 121,445 (94,457) 26,988
Furniture, equipment and motor vehicles 1,156,995 (395,830) 761,165
Mineral exploration rights 1,410,623 - 1,410,623
2,689,063 (490,287) 2,198,776

December 31, 2009
Buildings 121,445 (64,096) 57,349
Furniture, equipment and motor vehicles 895,242 (321,111) 574,131
Mineral exploration rights 496,087 - 496,087
1,512,774 (385,207) 1,127,567

EQUITY INVESTMENTS

Equity investments represent the Company’'s equitgrésts of (1) 40% in each of the three joint
ventures for exploration of nickel, copper, lead amc projects in Xinjiang, China; (2) 8% in Xiajig
Tongxing Minerals Limited (“Tongxing”) for explor@in of copper projects in Xinjiang, China; (3)
49% in China Precision which is engaged in metaditrg, predominately silver; and (4) 49% in Hami
Coal for the development of the Balikun Coal PrbjacXinjiang, China. Please see also note 141ie) f
the second installment of consideration of $1468G,(RMB100,000,000) payable for the Balikun
Coal Project.

The Company accounts for its investments on thé&yehasis, which is carried at cost, adjusted har t
Company’s proportionate share of the undistrib@adhings and losses of all the above joint ventures
During the three months ended September 30, 20@0Cbmpany recorded $96,341 as equity gain
(2009: $42,971 equity loss) in investments.

FINANCIAL ASSETS

Part of the balance represents the $14.19 millitii{110,000,000) convertible notes issued by China
Daye Non-Ferrous Metals Mining Limited (HKEx Stockode: 661) as partial payment of the
consideration for the disposal of the 32% equitgnest in the Yanxi Copper Property as mentioned in
note 13.

The remaining balance of $7.41 million represehésholding of silver stock for the silver procegsin

operation of China Precision. The silver processmguld add value to the silver stocking by
transforming the silver into more variety of protdfierms. The silver price is hedged with a forward
contract as mentioned in note 6 above.



GobiMin Inc.
Notes to Consolidated Financial Statements (Unaudtl)
For the quarter ended September 30, 2010

(Expressed in United States Dollars)

11.

12.

13.

INTEREST IN JOINT VENTURE

During 2006, GobiMin formed a joint venture, Xinyaith Xinjiang Huaxin Minerals Ltd (“Huaxin”).
GobiMin and Huaxin each acquired a 50% interesXimya by injecting RMB 1 million ($136,910)
cash into the new joint venture as share capita. jdint venture is formed for mining exploratiomda
development in northwest China.

During 2008, the Company and Huaxin increased #nd-ip capital in Xinya by injecting RMB 4
million ($598,694) respectively.

The Company adopts the proportionate consolidatiethod to account for its interest in Xinya. The
Company’s proportionate share of its interest id wsults from the joint venture as at and forttiree
and nine months ended September 30, 2010 arelasdol

September 30, 2010 December 31, 2@D

Cash and cash equivalents $ 495432 $ 498 B3
Intangible assets — exploration right 199,205 205,79:
Fixed assets 530 654
Other receivables - 19z
Other payables (185) (4,648

694,982 700,49

Three months ended Nine months endet

September 30, 2010 September 30, 20C
General and administration expenses $ 41) 3 (5,510
Net cash used in operating activities 41 2,439
Net cash used in financing activities - -
Net cash used in investing activities - -
Effect on foreign exchange rate changes on cash - -

LOAN TO AN INVESTEE COMPANY

The Company made an unsecured, non-interest beairegeholder loan totaling $1,914,294
(RMB13,060,000) to Faithful Million Limited, in whh GobiMin owns an indirect equity interest of
49%. The loan was arranged to finance the developofdahe Balikun Coal Project in Xinjiang.

DEFERRED GAIN ON DISPOSAL OF EQUITY INVESTMENTS

Pursuant to the share transfer agreement dated1duly010, GobiMin disposed of a 32% equity
interest in the Yanxi Copper Property on July Z21@while retains an 8% indirect equity interedte T
Company has received all the cash consideratiornttanirst lot of convertible notes. The applicatio
for mining license of Yanxi Copper Property is ietprocess. After the mining license of the Yanxi
Copper Property is granted, the Company shall vectie final lot of convertible notes. GobiMin
expects to receive the net proceeds of about HKEBGMillion (CAD8.16 million). Pursuant to the
Share Transfer Agreement on July 14, 2010, shdwdrtining license not be granted by December 31,
2010, the Company guarantees to refund to the baiyéhe consideration received and in return, the
buyer shall transfer the interest in Yanxi Coppexperty back to the Company.

The deferred gain on disposal of the 32% equitgredt in the Yanxi Copper Property of $6.2 million
represents the net cash received of $7.1 millianvertible bonds received of $14.2 million,

-9-



GobiMin Inc.

Notes to Consolidated Financial Statements (Unaudtl)
For the quarter ended September 30, 2010
(Expressed in United States Dollars)

14.

15.

16.

convertible bonds receivable of $14.2 million, megtoff the share of assets as at June 21, 20$0.6f

million and payables and accrued liabilities fonmg license fee, tax, stamp duty and related paysne
of $28.4 million.

RELATED PARTY TRANSACTIONS AND BALANCES

a) Amount due from related parties of $85,004 (Decandtie 2009: $83,484) pertains to receivables
from Tongxing, for Canadian consulting servicestsiturrent exploration projects.

b) Amount due from related parties of $389,338 (DecamB1, 2009: $389,338) pertains to
receivables from Tongxing for Chinese exploratiervees on its current exploration projects.

c) Amount due from related parties of $2,198,653 (Dewer 31, 2009: $1,099,326) pertains to
receivables from minority shareholders of the Comyfmjoint venture, Tongyuan, for Chinese
exploration services on its current explorationgets.

d) Tongyuan has paid a deposit of $204,961 (Decembe?@9: nil) to its minority shareholders for
exploration services to the Sawayaerdun Gold Projec

e) The Company advanced an interest bearing loan (thean”) totaling $14,657,686
(RMB100,000,000) to a minority shareholder of thempany’s investee companies, Ruide and
Balikun Yinxin, pursuant to the agreement in respafcthe acquisition of the indirect equity
interest of 24.49% in the Balikun Coal Project imj}ang. The loan is secured against a pledge of
the equity interests of a mining company which ownsickel-copper project in Hami, Xinjiang.
Pursuant to the said agreement, a second instdllrmérnthe acquisition consideration of
$14,657,686 (RMB100,000,000) is payable to the wengpon receipt of an approval from
National Development & Reform Commission (“NDRC Appal”) to be obtained by Balikun
Yinxin on or before January 31, 2011. Upon receipthe NDRC Approval, the payment of the
second installment will be settled by offsettinghathe Loan.

The transactions with related parties are measatdtie exchange amount, which is the amount of
consideration established and agreed by the paBieept for (e), the balances with related pardies
unsecured, non-interest bearing, and without fregdyment term.

NON-CONTROLLING INTERESTS

Non-controlling interests represent the 30% (2@I®%) equity interest in Tongyuan and 35% (2009:
35%) equity interest in PT Gobi Sulawesi Resouhedd by minority shareholders.

COMMITMENTS

As at September 30, 2010, there are approximatkly68,164 (December 31, 2009: $3,264,266) in
capital commitments that the Company had contrattgtdnot provided for.

On September 10, 2009, the wholly owned subsidsréobiMin, Xinjiang Weifu Mining Limited
(“Weifu”), entered into an agreement with XinjialBpodi Mining Company and a subsidiary of
Brigade No. 2 of Xinjiang Bureau of Geology and klial Resources to form a joint venture company,
Tongyuan, for the development of the Sawayaerdud Bmject in Xinjiang, China. GobiMin agreed
to invest RMB50,000,000 ($7,328,844) in cash to gyaan for its 70% equity interest. The
consideration for acquiring the exploration and ingnlicense of the Sawayaerdun Gold Property is
RMB45,500,000 ($6,669,247) and Tongyuan has padpasit of RMB40,000,000 ($5,863,075) as at

-10-



GobiMin Inc.

Notes to Consolidated Financial Statements (Unaudtl)
For the quarter ended September 30, 2010
(Expressed in United States Dollars)

17.

September 30, 2010. The remaining commitment is B/4&0,000 ($806,172) to be payable subject to
the progress on the transfer of the explorationraming licenses to Tongyuan.

On April 7, 2010, Tongyuan has entered into anegent for exploration service to the Sawayaerdun
Gold Project. The contracted amount is RMB4,600,88Y4,254) and Tongyuan has paid a deposit of
RMB800,000 ($117,261) as at September 30, 2010. réhmining commitment is RMB3,800,000
($556,992).

The Company has approximately $23,118 (Decembe2(19: $23,868) monthly office rental expense
in its Hong Kong and Canada offices.

SHARE CAPITAL, STOCK OPTIONS AND (LOSSES)/EARNINGS PER SHARE

a) Common Shares

Numbe Amount
Authorized: $
Unlimited number of common shares
Issued and outstanding:
Balance, December 31, 2009 68,257,302 29,267,506
Shares issued for option exercise 1,046,400 1,047,944
Shares bought back and cancelled (1,860,500) (1,473,664)
Balance, September 30, 2010 67,443,202 28,841,786
b) Preferred Shares
GobiMin did not issue or authorize any preferredreh
c) Contributed Surplus
Amount
$
Balance, December 31, 2009 5,604,073
Option exercised (395,859)
Stock based compensation expense (1,561,748)
Balance, September 30, 2010 3,646,466

d) Normal Course Issuer Bid

On January 26, 2010, GobiMin announced that itnidéel to renew its normal course issuer bid to
repurchase some of its common shares on the TSxXukéeRxchange. The Company intends to acquire
up to an additional 3,412,865 common shares, repteg approximately 5% of the then common
shares outstanding. Purchases are expected todeimaccordance with applicable regulations over a
maximum period of 12 months ending January 31, 2011

Up to September 30, 2010, a total of 1,860,500 comshares were repurchased for an aggregate cost
of CAD1,522,455 ($1,473,664). All shares repurcbasere returned to treasury for cancellation.
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e) Stock Options

On May 26, 2005, the Company adopted a resolumealling all of its then outstanding stock option
plans and creating a new stock option plan to goatibns to its employees, directors and officers t
purchase common shares. A number of 6,700,000 (Z)@90,000) common shares were reserved for
iIssuance pursuant to the exercise of options grdreted under the plan.

On July 7, 2010, GobiMin granted 1,309,000 optiahan exercise price of $0.76 (CADO0.79), among
which 1,000,000 options exercisable until July 812 were granted to directors and 309,000 options
exercisable until July 6, 2015 were granted to #taff and management of the Company, its
subsidiaries and associates employees (See thedDgramews release on July 12, 2010).

A summary of the status of the Company’s stockasppilan as of September 30, 2010 and changes
during the period is presented below:

Nine months ended Nine months ended
September 30, 2010 September 30, 2009
Number of Weighted Average Number o Weighted Averag
Options Exercise Price  Options Exercise Price
$ $
Outstanding, beginning of period 3,256,400 1.76 4,398,000 1.72
Issued on February 12, 2009 - - 50,000 0.71
Issued on July 7, 2010 1,309,000 0.76 - -
Forfeited (982,000) 3.34 (571,400) 2.24
Exercised (1,046,400) 0.55 (465,000) 0.55
Outstanding, end of period 2,537,000 1.13 3,411,600 1.76
The following table summarizes the employee stqafioos outstanding and exercisable at September
30, 2010:
Weighted Weighted
Average Weighted Average Weighted
Number of Remaining Average Numberof Remaining Average
Exercise Exercise Options Contractual Exercise Options Contractual Exercise
Price Price Outstanding Life Price Exercisable Life Price
CAD $ (Years) $ (Years) $
1.10 0.95 10,000 0.18 0.95 10,000 0.18 0.95
1.85 1.66 150,000 0.74 1.66 150,000 0.74 1.66
3.60 3.61 196,000 1.84 3.61 156,800 1.84 3.61
1.10 1.06 770,000 0.92 1.06 770,000 0.92 1.06
1.10 1.06 102,000 2.92 1.06 61,200 2.92 1.06
0.79 0.76 1,000,000 2.75 0.76 - 2.75 0.76
0.79 0.76 309,000 4.75 0.76 - 4.75 0.76
2,537,000 2.24 1.13 1,148,000 1.12 1.48

Stock Based Compensation

The Company determines fair value of the employteeksoptions using the Black-Scholes option
pricing model.
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In determining the fair value of these employeelstaptions, the following assumptions were used:

Risk free interest rate: 1.01%

Expected life: 1-5 years
Expected volatility: 48%
Dividend yield: 0-1%

f) Basic and Diluted Earnings/(Losses) Per Share

Three months ended Three months ended
September 30, 2010 September 30, 2009

Net earnings/(losses) available to shareholders

Basic and diluted $1,074,354 ($790,924)
Weighted average shares outstanding

Basic 67,286,560 68,751,762

Effect of dilutive stock options and warrants - 388,925

Diluted 67,286,560 69,140,687
Earnings/(Losses) per share

Basic $0.016 ($0.012)

Diluted $0.016 ($0.011)

Nine months ended Nine months ended
September 30, 2010 September 30, 2009

Net (losses)/earnings available to shareholders

Basic and diluted ($264,403) $36,884,685
Weighted average shares outstanding

Basic 67,802,970 69,272,796

Effect of dilutive stock options and warrants - 374,280

Diluted 67,802,970 69,647,076
(Losses)/Earnings per share

Basic ($0.004) $0.532

Diluted ($0.004) $0.530

18. RESERVES

There is no movement in reserves for the nine hended September 30, 2010. During 2009, net
earnings of $7,666 of the Company’s subsidiarigShima were transferred to general reserve.

19. SEGMENTED INFORMATION

The Company conducted its business as a singleatipgrsegment, being the development and
exploitation of mineral properties. It has no mialeoperation after the disposal of the 2 operating
subsidiaries in February 2009. All mineral propartierests and capital assets were located in China
Before the disposal, all of the Company’s revenuere derived from China sources and the Company
had only one customer during the period coverethbyelated consolidated financial statements.
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20.

21.

22.

OTHER REVENUE AND GAINS

The Company realized $130,345 (Q3 2009: $84,33®ratvenue and gains this quarter, which mainly
includes interest income of $77,731 (Q3 2009: $83)4nd rental income from the office building in
Xinjiang of $44,340 (Q3 2009: nil).

ACCUMULATED OTHER COMPREHENSIVE INCOME

For the nine months ended September 30, 2010madated other comprehensive income represents
net unrealized exchange gain on translation ofsedfaining foreign operations.

FINANCIAL INSTRUMENTS

Under Canadian generally accepted accounting piessi all financial instruments must be classified
into a defined category, namely, held-to-maturityeistments, held-for-trading financial assets or
financial liabilities, loans and receivables, aable-for-sale financial assets, and other financial
liabilities. The carrying values of the Companyitzahcial instruments are classified into the folilogy
categories:

September 30, 2010 December 31, 2009

$ $
Held for trading (a) 68,184,783 78,350,405
Loans and receivables (b) 20,050,197 1,572,148
Other financial liabilities (c) 29,149,977 968,798

(a) Cash and cash equivalents and time deposit andciadaassets are measured at fair value.

(b) Amount due from an investee company, amount due fedated parties, loan to a related party
and loan to an investee company are measured atizeaocost.

(c) Other payables and accrued liabilities are measatrachortized cost.

Fair value of financial instruments

The fair value of financial instruments represehts amounts that would have been received from or
paid to counterparties to settle these instrumehte carrying amount of all financial instruments
classified as current approximates their fair vddaeause of the short maturities and normal trades

of these instruments. The fair value of other foiahinstruments disclosed in the financial statetse
are based on the Company’s best estimates usisgrgrealue, quoted market prices and other valuatio
techniques that are significantly affected by theumptions used concerning the amounts and tinfing o
estimated cash flows and discount rates whichaellarying degrees of risk.

Risks arising from financial instruments and risk management

The Company is exposed to various types of markks rincluding changes in foreign exchange rates,
interest rates, the prices of nickel and coppethénormal course of business. The Company’s tvera
risk management program focuses on mitigating thiske on a cost-effective basis. The Company uses
derivative financial instruments to reduce its esyre to foreign currency risk associated with tihéBR
proceeds that were to be received in 2009. The @agnp policy is to only use derivatives for managin
existing financial exposures and not for trading@eculative purposes.
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Exchange Rate Risk

The Company generates revenues and incurs expergdjftimarily in Canada, Hong Kong and China
and is exposed to risk from changes in foreignenay rates. In addition, the Company holds findncia
assets and liabilities in foreign currencies thgpose the Company to foreign exchange risks. A
significant change in the currency exchange ratd®den the U.S. dollars relative to the Hong Kong
dollars, RMB as well as Canadian dollars could haveffect on the Company’s financial position and
cash flows. The Company has not hedged its exposunarrency fluctuations.

Many foreign currency exchange transactions inv@vRMB, including foreign exchange transactions
under the Company’s capital account, are subjefiirEign exchange controls and require the approval
of the PRC State Administration of Foreign Excharigevelopments relating to the PRC’s economy
and actions taken by the PRC government could datises foreign exchange rates to vary significantl
from current or historical rates. The Company campmedict nor give any assurance of its futureibtgb
Future fluctuations in exchange rates may adverafi$ct the value, translated or converted into.U.S
dollars of the Company’s net assets, net profits amy declared dividends. The Company cannot give
any assurance that any future movements in theaegehrates of Renminbi against the U.S. dollars and
other foreign currencies will not adversely afféstresults of operations, financial condition aash
flows.

As at September 30, 2010 with other variable ungedna 1% strengthening (weakening) of the
Chinese RMB against the Canadian dollar would hdwereased (increased) net income and other
comprehensive income by $0.16 million and $0.21ioni) respectively.

Credit Risk

The Company is exposed to credit risk with respeatash equivalents and accounts receivable. The
carrying amount of assets included on the balaheetsrepresents the maximum credit exposure. The
cash equivalents are mainly short-term bank depasiine of the cash equivalents were in asset dacke
commercial paper products. The Company has deposite cash equivalent in banks that meet
minimum requirements for quality and liquidity a$palated by the Company’s Board of Directors.
Management believes the risk of loss to be remote.

Liquidity Risk

Liquidity risk is the risk that the Company may eunter difficulties in meeting obligations assoeaht
with financial liabilities. As at September 30, 20the Company was holding cash and cash equigalent
of $46,581,299. The Company has determined thatcHsh and cash equivalents from previous
financings will be more than sufficient to fund rfexquirements for investments in working capitadl an
capital assets. The total $29,149,977 financiallliees are due within one year.

Interest Risk

Interest risk is the risk that the fair value otuhe cash flows of a financial instrument will fluate due

to changes in market interest rates. The Compaog&h equivalents and short term investments
primarily includes highly liquid investments thatra interests at market rates that are fixed tauritgat
Because of the short-term nature of these finamesituments, fluctuations in market rates do reoteh
significant impact on the fair values of the finehénstruments as of September 30, 2010.
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23.

24.

CAPITAL MANAGEMENT

The Company’s objectives of capital managementirtended to safeguard the entity’s ability to
support the Company’s normal operating requirenoenin ongoing basis, continue the development
and exploration of its mineral properties, and sup@ny expansionary plans. The capital of the
Company consists of the items included in sharedreldequity. The Board of Directors does not
establish a quantitative return on capital critefta management but promotes year-over-year
sustainable earnings growth targets. The Compamages the capital structure and makes adjustments
to it in light of changes in economic conditiongiahe risk characteristics of the underlying asdets
response to the current economic and financial rengient, the Company is adopting a more
conservative capital management strategy in omlprdserve cash and maintain a strong balance. sheet

The Company is not subject to externally imposeqaitabrequirements.
SUBSEQUENT EVENTS
For the period from October 1, 2010 to November 28,0, a total of 716,500 common shares were

repurchased at an aggregate cost of CAD603,602($%8). All shares purchased were returned to
treasury for cancellation.

-16-



GobiMin Inc.
(Incorporated in Canada under the Canada Businegm@tions Act)

Management’s Discussion and Analysis of Financeduks

For the quarter ended September 30, 2010
(Expressed in United States Dollars except whédreratise noted)



GobiMin Inc.

Management's Discussion and Analysis of Financial ésults
For the quarter ended September 30, 2010

(Expressed in United States Dollars)

November 18, 2010

The following discussion and analysis of the coidstéd operating results and financial conditiorGabiMin

Inc. for the quarter ended September 30, 2010 dhbelread in conjunction with its consolidated ficial
statements for the quarter ended September 30, &0d.Gts audited consolidated financial statemémtghe
year ended December 31, 2009. The financial infaonavas prepared in accordance with Canadian géyper
accepted accounting principles (“GAAP”). This Maaagnt’s Discussion and Analysis was prepared on
November 18, 2010.

Certain statements included in this discussion tts forward-looking statements. Such forwardkiog
statements can often, but not always, be identifigdhe use of words such as “can”, “could”, “belie”,
“propose”, “anticipate”, “intend”, “consider”, “est imate”, “expect”, or other variations of such exgsons,
or forward-looking statements may declare thata@ertmeasures, events or results “can”, “could” owill” be
taken or occur or be attained. Such forward-lookisgtements involve known and unknown risks and
uncertainties as well as other factors that coullige actual results, performances or achievemehtheo
Company to differ materially from the future resulperformances or achievements implied or sugdeste
such forward-looking statements. Such risks, uag#ies and other factors include but are not tili to the
risk factors discussed under the heading “Risk Begltbelow. Accordingly, shareholders are cautidneot to
put undue reliance on forward-looking statementgese forward-looking statements are made as odéafte of
this discussion and the Company disclaims any atitigs to update any forward-looking statementsriter to
account for any events or circumstances that magicur after the date that such forward-looking etaénts
were established.

1. Corporate Overview

GobiMin Inc., together with its subsidiaries (caligely referred to herein as the “Company” or “@dm”), is
engaged in the exploration and development of raln@operties, mainly in the Xinjiang Uygur Autonous
Region (“Xinjiang”) of the People’s Republic of @i (“China”).

It holds an equity interest of 70% in a joint vaetwcompany to develop and operate the Sawayaerdlch G
Project located in Xinjiang. The NI 43-101 teclaticeport for the Sawayaerdun Gold Project is etqubto be
available early next year.

An indirect equity interest of 24.49% in Balikun &d°roject located in Xinjiang was acquired in g&010.
GobiMin and its partner jointly have a controllimgerest in the Project and patrticipate in its nggmaent and
operations. According to a NI 43-101 Mineral Reseuestimate, the Project hosts 38 million tonnesoal in
Measured Resources and 50 million tonnes in InééicBResources.

GobiMin also holds an equity interest of 49% in @&hPrecision Material Limited (“China Precisionijhich is
principally engaged in metal trading, predominasilyer.

In addition, GobiMin owns equity interests in 4 &asetals exploration projects, including nickelpper, lead
and zinc projects, in Xinjiang.

In July 2010, GobiMin disposed of a 32% interesti@ Yanxi Copper Property, retaining an 8% indiesguity
interest. The total proceeds of the disposal vélfidly received by GobiMin after obtaining the nnig license
of the Yanxi Copper Property.

With a cash balance of approximatél$$47 million as at September 30, 2010, GobiMiadBvely reviewing
potential and existing investments including higlalgy exploration and mining projects in China anetrseas.
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2. Highlights

(@) Corporate Highlights

The Company completed the sale of 32% interestdrianxi Copper Property in July 2010.
Sawayaerdun Gold Project completed 6,800 m drilling010.

The Company is continuing the exploration of otimémeral projects in Xinjiang, China.

With a cash balance of $47 million, GobiMin is &ety searching for high quality exploration and
mining projects in China and overseas.

S

(b) Financial Highlights

3 months ended 3 months ended Changes
September 30, September 30,
2010 2009

Cash and cash equivalents $47 million $76 million -38.45%
Cash and cash equivalents per stare $0.69 $1.11 -37.52%
Revenue $- $- -
Net earnings/(losses) $1.1million ($0.8 million) >-100%
LBITDA @ ($0.7 million) ($0.6 million) 16.93%
Basic earnings/(losses) per share $0.016 ($0.012) >-100%
Diluted earnings/(losses) per share $0.016 ($0.011) >-100%
LBITDA per shar& ($0.011) ($0.009) 19.48%

(1) As non-GAAP measurements, LBITDA, LBITDA per shateCash and cash equivalents per share do not lgowith GAAP
and, therefore, the amounts presented in the atable may not be comparable to similar data preseérity other companies.
The data is intended to provide additional inforioatand should not be considered in isolation oaagibstitute for measures
of performance prepared in accordance with GAAP.

3. Business Summary and Development

(@ Gold Project in Xinjiang

The Company, through a wholly owned subsidiaryerd into an agreement with Xinjiang Baodi Mining
Company (“Baodi”) and a subsidiary of Brigade Noaof2Xinjiang Bureau of Geology and Mineral Resousrce
(“Brigade No. 2") to form a joint venture comparXinjiang Tongyuan Minerals Ltd. (“Tongyuan”), in {fa to
develop and operate the Sawayaerdun Gold Projetinjrang, China. GobiMin owns a 70% equity interes
Tongyuan while Baodi and Brigade No. 2 each owB% Interest. Tongyuan has obtained the relatedhgin
license and has also applied for an exploratioanke for the surrounding area of 20.27°Kor further
exploration and development. The Gold Project sated 200 km northwest of the city of Kashi, wester
Xinjiang, China and lies within the Tian Shan GBlelt, which is one of the most promising gold bétt&hina.

Of the 22 known areas of identified mineralizatizased on the exploration works carried out befarbiKin's
acquisition of the Gold Project, Zones I, Il, IV carXl have been recognized as relatively large scale
mineralization and Zone IV has been intensivelylergal and recognized as the most substantial minatian.
Based on the previous findings, GobiMin extendexldbtailed exploration works in the northern p&rZane

IV above the elevations of 3,200 m and conducteige exploration on the deep part of the Zone d\d yein,
Zones |, Il and Xl, so as to determine the extansib banded vein, comprising numerical verticallimed
drilled holes, trenches, and horizontal shaft/tlinge
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The main exploration works carried out this yeafude 35 drill holes with a total length of abo®® m and

33 trenches of approximately 1,350 m. The NI 43-iéchnical report is expected to be availableyeaeixt
year and results of the drilling and sampling pamgs will be announced in due course. Currently, all
exploration work on the Sawayaerdun Gold Projecbesg suspended in preparation for winter, and wil
resume next year.

(b) Coal Project in Xinjiang

On February 9, 2010, GobiMin acquired an indiregqiy interest of 24.49% in the Balikun Coal Projét
Xinjiang, China and participates in its managemamd operations. GobiMin and its partner jointlwda
controlling interest in the project through XinjguRuide Mining Limited. According to a NI 43-101 iiral
Resource estimate prepared by Scott Wilson Ltdrebruary 2010, the Balikun Coal Project hosts 3fiani
tonnes of coal in Measured Resources and 50 mitboimes in Indicated Resources. The power andrwate
supply facilities and boiler for heating supply béheen installed and are in operation.

© Silver Operations

In 2009, GobiMin acquired a 49% equity interestChina Precision which engages predominantly inesilv
trading. China Precision buys physical silver igfstom producers and sells them directly to endsaorers.
All its positions are hedged and it is not expogedharket price movements. In order to increasevérécal
spectrum of the silver business, China Precisian developed an upstream silver business by ediadgis
small processing workshop in Hong Kong for transfiog the silver into more variety of product fornfo
increase product variety and profit contributiompb®lin will continue to source and explore new Imesis
opportunities with potential partners in this secto

(d) Base Metals Exploration Projects in Xinjiang

GobiMin currently owns equity interests in 4 basetas exploration projects in Xinjiang, China irgilg
nickel, copper, lead and zinc projects.

GobiMin owned a 40% indirect equity interest in #@v joint venture which is engaged in explorataond
development of the Yanxi Copper Property. On Ap8J) 2010, GobiMin entered into a framework agrednen
dispose of a 32% interest in the Yanxi Copper Pitgpecated about 115 km south of the city of Hami
Xinjiang, China. The Company has completed thegauzation to form a new holding company (“Holdctd
hold 80% equity interest in Xinjiang Tongxing Mias Limited (“Tongxing”) and entered into a Share
Transfer Agreement on July 14, 2010 to disposenef100% equity interest in Holdco. The transacti@s
completed on July 22, 2010 and GobiMin has recealethe cash consideration and the first lot afvertible
notes. After the mining license of the Yanxi Coppeoperty is granted, the Company shall receivditizd lot

of convertible notes and the net proceeds recaMaplGobiMin is about HKD60.48 million (CADS.16 tidin).
Pursuant to the Share Transfer Agreement on July2@40, should the mining license not be granted by
December 31, 2010, GobiMin guarantees to refurtd@douyer all the consideration received and iarrgtthe
buyer shall transfer the interest in the HoldcokbimcGobiMin. The Company and the buyer are indberse

of negotiation of a supplemental agreement to aftmwnore time to obtain the mining license. A greslease
shall be published once the terms of the supplesmhagreement are finalised. The related gain ordisosal
shall be recognised by the Company upon obtairfiegniining license. GobiMin currently retains an 8%
indirect equity interest in the Yanxi Copper Prdper

For the remaining exploration projects, the Compuaiily continue to conduct pre-survey and explonatio
identify potential mineralization.
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(e) Investment Opportunities

The Company ceased to have its substantial minpgrations in Hami, Xinjiang of China following the
disposal of two operating subsidiaries in Febri2099. With a cash balance of $47 million, the Camypwill
keep on searching for potential investment oppdram

() Normal Course Issuer Bid

On January 26, 2010, GobiMin has renewed its nomoakse issuer bid to repurchase up to an additiona
3,412,865 common shares for a further one yeaogefThe normal course issuer bid will expire onuzay 31,
2011. Up to September 30, 2010, a total of 1,88Dd®mmon shares were repurchased for an aggregsttef
CAD1,522,455 ($1,473,664). For the period fromdbetr 1, 2010 to November 18, 2010, a total of 1®,5
common shares were repurchased at an aggregatef €5D603,609 ($582,543). All shares repurchasece
returned to treasury for cancellation.

4. Key Economic Trends
China Economy

Since GobiMin’s operations are mostly conducte€imna, Chinese economy condition is a key factothen
Company’s business. The currency fluctuation willvdn an impact on the Company’s cost structure as th
Company reports in US dollars. For the 12 montlgedrSeptember 30, 2010, the Chinese currency Renmin
(“RMB”) appreciated by 2.02% against the US dollar.

5. Critical Accounting Policies and Estimates

The Company’s accounting policies are describeddte 2 to the audited consolidated financial stateis for
the year ended December 31, 2009. The prepardtiomancial statements in conformity with Canadi@AAP
requires management to make estimates and assusigtiat affect the reported results. Changes teethe
estimates could materially impact the consolidditeahcial statements. The policies and estimatedenty the
Company that are considered to be most criticatleseribed below.

(@) Revenue Recognition

Revenue from the sale of goods was recognized wkkiand title passed to the customer, the pridxésl and
determinable and collection of the proceeds isamsly assured. The passing of title and risk aecubased
on the terms of the off-take contract. The prices Wwased on the formula in the off-take contract iheludes
average listed price of the customer and the paicer decided by the grade level of concentrate.

(b) Depreciation of Property and Equipment

Property and equipment are recorded at cost. Digpi@t and amortization is computed using the ghialine
method with an estimated residual value of O - 5% annual depreciation or amortization rates afelfows:

Buildings: 4.75% - 33.3%

Leasehold improvement: 33.3%
Production equipment: 9.5% - 19%
Transportation equipment: 11.88% - 25%
Other equipment: 11.88% - 19%
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Exploration costs are stated at cost less any rmgat loss. It comprises the direct costs of exgtion work on
mineral properties prior to the development. Upammencement of commercial production of mineral
properties, exploration costs are amortized ovemtime’s estimated life using the straight-line moet with nil
residual value.

(© Asset Retirement Obligations

The Company recognizes the fair value of liab#itier asset retirement obligations in the periogvinich they
are incurred and in which a reasonable estimaticti costs can be made. The asset retirement tidtiga
recorded as a liability with a corresponding inseeto the carrying amount of the related assetlepdeciated
over the life of the asset. Over time, the liabilg increased to reflect an interest element @mor expenses)
considered in its initial measurement at fair val&k the mine sites are in desert area in North@hina and
management believes that the liability after th@ersite retirement is immaterial. The amount of ltakility
will be subject to re-measurement at each reponirgod. It is possible that the Company’s estimaikits
ultimate mine site retirement liabilities could bbanged as a result of changes in regulationsettent of
environmental remediation required, the means dhneation or the cost estimates. Changes in essrate
accounted for prospectively from the period théneste is revised.

The Company has not recorded a liability for itsedgetirement obligations. Currently, the Comppays an
annual environmental fee to the local governmentte cost of operating a processing plant. Thisigefixed
as per the government policy and is expensed asrat:

(d) Equity Investment

Investments in shares of incorporated companieshinh the Company’s ownership is greater than 20¥no
more than 50% and wherever significant influencerissent, are accounted for by the equity methdw T
Company accounts for its investment on an equisjshavhich is carried at cost, adjusted for the Gany’s
proportionate share of the undistributed earnimgslasses and reserves.

(e) Proportionate Consolidation

For a venture that the Company and other parties jwnt control over and share both benefits askisr the
Company accounts for its interest by proportiomatesolidation, whereby the Company’s pro rata sbaeach
of the assets, liabilities, revenues and expertsgsare subject to joint control is combined onna-by-line
basis with similar items in the Company’s finanatdtements.

() Derivative Financial Instruments

The Company recognizes derivative financial insgata on a fair value basis upon initial recognition each
subsequent reporting date. The Company has clksifi non-delivery forward contract with the bdratd for
trading and therefore carries it at fair value, ahhis equal to market value, with the unrealizeth gat loss
recorded in other revenue or expenses in the Cidasedl Statements of Income. Cash deposits heldeblgank
for the forward contract are separately discloseckatricted cash in the Consolidated Balance Sheet

6. New Accounting Standards

Future Accounting Changes

(1) Business Combinations, Consolidated Finarstatements and Non-Controlling Interests
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The CICA issued three new accounting standardsaimuary 2009: Section 1582 “Business Combinations”,
Section 1601 “Consolidated Financial Statementsf Saction 1602 “Non-Controlling interests”. Thesawn
standards will be effective for financial years in@gng on or after January 1, 2011.

Section 1582 “Business Combinations” replaces @ecfi581 “Business Combinations”, and establishes
standards for the accounting for a business cortibmalt provides the Canadian equivalent to IFRS 3
Business Combinations. The section applies prosg#gtto business combinations for which the acitjois
date is on or after the beginning of the first aalmeporting period beginning on or after Januardil.
Sections 1601 “Consolidated Financial Statementsl Section 1602 “Non-Controlling interests” togethe
replace section 1600 “Consolidated Financial Statesi. Section 1601 establishes standards for the
preparation of consolidated financial statementd applies to interim and annual consolidated fimgnc
statements relating to financial years beginningoafter January 1, 2011.

(i) Transition to International Financial Repodistandards (“IFRS”)

The Canadian Accounting Standards Board (AcSB)iresgtall Canadian Publicly Accountable Enterprises
(PAESs) to adopt IFRS for years beginning on orralfsmnuary 1, 2011. Following this timeline, the Qamy

will issue its first set of interim financial statents prepared under IFRS in the first quarterQdfi2including
comparative IFRS financial results and an openisgrize sheet as at January 1, 2010. The first &iffiie&
consolidated financial statements will be prepafed the year ended December 31, 2011 with restated
comparatives for the year ended December 31, 2010.

The Company has performed an assessment of comparighe IFRS framework with Canadian GAAP. In
general, IFRS uses a conceptual framework whictinslar to Canadian GAAP, while there are significa
differences in the areas of accounting policy ce®iand increased disclosure requirements, it isdnibiat the
convergence of Canadian GAAP to IFRS would not égedmaterial impact on the results of operations and
financial position of the Company in 2009 and ordgaais well as the Company’s business.

The IFRS that have been identified as differentCanadian GAAP and significant to the Company are
explained below. The list below is not a complétedf changes that will result from the transitionFRS. It is
intended to highlight those areas the Company bedi¢o be most significant. The Company will alstvely
monitor if there is any modifications or recommetimtas made by the International Accounting Stanslard
Board (“IASB”) on the IFRS. As a result of possibthanges to certain IFRS and the changing business
environment, the Company cannot reasonably quattigyfull impact that adopting IFRS will have oreth
Company’s financial position and future result¢hé time.

Property, Plant & Equipment

International Accounting Standard (“IAS”) 16 “Praope Plant & Equipment” and Canadian GAAP contdia t
same basic principles, however there are somereiiftes. IFRS require that significant parts of aset be
depreciated separately and that depreciation comesenhen the asset is available for use. Basediolatst
analysis, this requirement should not have a natenpact. IFRS also permit property, plant andigaent to
be measured using the fair value model or the tiéstiocost model. The Company is not planning oopditig
the fair value measurement model for its propgatgnt and equipment. The Company will continue Easure
its property, plant and equipment at amortized.cost

Impairment of Assets

Impairments under IAS 36 “Impairment of Assets” based on discounted cash flows. Under CanadianF5AA
if an asset's estimated undiscounted future cashsflare below its carrying amount, a write-dowmeiguired
and is determined as the amount by which the cagrgmount exceeds the discounted cash flows. Tibere
undiscounted test under IFRS. This may result imenfeequent write-downs where carrying values cfeés
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were previously supported under Canadian GAAP orugiscounted cash flow basis, but could not be
supported on a discounted cash flow basis. In aditinder IAS 36 a favourable change in circunmstatihat
resulted in impairment of an asset, other than gilbdvould trigger the need to recalculate the amipof
impairment, with any reversal being recognizednicome to the extent the asset had previously bepaiied.
Under Canadian GAAP, impairments are not reversbd. Company is currently assessing the impactisf th
difference on its financial results.

Provisions

IAS 37 “Provisions, Contingent Liabilities and Cimgient Assets” requires a provision to be recoghizben:
there is a present obligation as a result of a fpassaction or event; it is probable that an outfbf resources
will be required to settle the obligation; and batde estimate can be made of the obligation. BRalde” in this
context means more likely than not. Under CanadigAP, the criterion for recognition in the finankia
statements is “likely” which is a higher threshdhén “probable”. However, the Company does notevelithis
will materially impact its financial results. Othdifferences exist in relation to the measuremémgrovisions.
IFRS require that changes to timing, cash flownestés and discount rates be applied prospectiliigder
Canadian GAAP, changes to discount rates in the cdsasset retirement obligations apply only to the
additional increase to liability and not to theientiability. The Company is currently assessihg tmpact of
this difference to its asset retirement obligations

Share-Based Payments

IFRS 2 “Share-based Payment” requires that stotbrmgpthat may be sequentially acquired, be medsame
recognized for each distinct installment of equaitguisition. The Company’s policy consisted of daiaing a
single value for all options granted, regardleseaifity acquisitions, and of recognizing in a line@nner the
entire grant, as permitted under GAAP. MoreoveR3R2 requires that expected forfeitures be accduiotein
the recognition of compensation cost, whereas ntigreforfeitures are recognized when they occune T
Company is currently assessing the impact of tifisrdnce on its financial results.

Retrospective Application

Most of the adjustments required upon conversidfrRS will be made retrospectively, relative to tpening
balance of retained earnings in the first compeeatialance sheet. However, IFRS 1 “First-time aidopof
International Financial Reporting Standards” pregida certain number of optional exemptions to ggner
requirements for entities adopting IFRS for thetftime.

7. Selected Quarterly Information

Selected quarterly information is provided as falo

For the quarter ended September 30, June 30, March 31, December 31,
2010 2010 2010 2009
$ $ $ $
Revenue - - - -
Net earnings/(losses) 1,074,354 (110,071) (1,228,686) (7,378,103)
Basic earnings/(losses) per share 0.016 (0.002) (0.018) (0.107)
Diluted earnings/(losses) per share 0.016 (0.002) (0.018) (0.107)
Cash and cash equivalents and time deposit 46,581,299 47,993,399 53,437,711 78,350,405
Total assets 122,720,728 88,373,241 89,502,338 90,403,943
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For the quarter ended September 30, June 30, March 31, December 31,
2009 2009 2009 2008
$ $ $ $
Revenue - - 939,923 3,066,275
Net (losses)/earnings (790,924) (492,595) 38,168,204 (2,955,975)
Basic (losses)/earnings per share (0.012) (0.007) 0.543 (0.041)
Diluted (losses)/earnings per share (0.012) (0.007) 0.541 (0.040)
Cash and cash equivalents 75,676,346 80,599,671 92,026,901 53,617,073
Total assets 89,599,209 90,489,060 96,287,094 121,886,062
8. Results of Operations

(@) Revenue

No revenue (Q3 2009: nil) from operations has lreenrded in this quarter due to the disposal obiberating
subsidiaries on February 11, 2009.

Other revenue in this quarter mainly comes froneriggt income of $77,731 (Q3 2009: $84,406) andarent
income from the office building in Xinjiang of $840 (Q3 2009: nil).

(b) Other expenses

General and administrative expenses incurred sigharter were $592,269 compared to $622,265 i2@D3.
The expenses mainly include office rental, stafft@nd consulting fees.

The amortized portion of total stock based compimséan Q3 2010 generated $1,714,042 in income ZQ0:
$188,998 expenses) mainly due to accounting tredtofestock options which expired in the quartetheut
being exercised.

(© Losses per share

The basic and diluted earnings per share for theatgr were $0.016 (Q3 2009: basic and dilutedegzer
share were $0.012 and $0.011 respectively).

(d) LBITDA
In this quarter, the losses before interest incamkexpense, income taxes, stock-based compensatitaioff

expense, depreciation and amortization (“LBITDA&),non-GAAP performance measure, were $746,883 as
compared to $638,723 in Q3 2009.
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The following table presents the calculation of LB for the periods indicated:

3 months endel
September 30, 2010

3 months ended
September 30, 2009

Net earnings/(losses) $ 1,074,354 $ (790,924)
Interest income & expense (77,731) (84,406)
Income tax - -
Depreciation - -
Amortization in general and administration expenses 23,191 48,012
Stock based compensation (1,714,042) 188,998
Fair value gain on financial assets (52,655) -
Non-controlling interest - (403)
LBITDA @ (746,883) (638,723)
LBITDA per sharé? (0.011) (0.009)

(1) As a non-GAAP measurement, LBITDA does not comily®AAP and, therefore, the amount presented énahove table
may not be comparable to similar data presenteathgr companies. The data is intended to providditashal information
and should not be considered in isolation or asibssitute for measures of performance prepareccooedance with GAAP.

(2) Based on weighted average number of shares outsarainon-GAAP measure

9. Liquidity and Capital Resources

The following table summarizes the Company’s cadat¢d cash flows and cash on hand for the quanged

September 30, 2010:

September 30, 2010

December 31, 2009

$46,581,299
$41,507,821

Cash and cash equivalents and time deposit
Working capitaf®

$78,350,405
$84,059,586

3 months ended
September 30, 2010

3 months ended
September 30, 2009

Net Cash used in operating activities
Net Cash from (used in) financing activities
Net Cash from (used in) investing activities

($12,027,959)
$3,674,450
$6,929,243

($4,503,545)
($311,993)
($170,829)

9 months ended
September 30, 2010

9 months ended
September 30, 2009

Net Cash used in operating activities
Net Cash used in financing activities
Net Cash from investing activities

($13,100,950)
($17,728,122)
$4,064,517

($7,517,662)
($7,606,851)
$36,820,674

(1) Working capital is a non-GAAP measurementchvis the difference between current assets anekitiliabilities.

(a) Operating activities

In this quarter, net cash used in operating a@witvas $12,027,959 (Q3 2009: $4,503,545) which maisly
the combined effect of the increase in net recédgsbf $1.1 million from the disposal of Yanxi CapProject;
$7.5 million used in the silver stocking for théver processing of China Precision; $2.2 millionpdsit paid for
acquiring the exploration and mining license of Bawvayaerdun Gold Property; and $1.2 million inseei
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receivables from minority shareholders of the Comyfmjoint venture, Tongyuan, for Chinese explaati
services on its current exploration projects.

(b) Financing activities

Financing activities resulted in a net cash inflaf$3,674,450 (Q3 2009: $311,993 cash outflowhis guarter,
which composes about $1.1 million used for shatgsidack, $0.63 million from the exercise of optiahging
this quarter, repayment of $3.05 million from amgstee company, and $1.1 million received fromnttiority
shareholders of Tongyuan for its registered capital

(© Investing activities

Investing activities resulted in a net cash inflofin$6,929,243n this quarter compared to a net cash outflow of
$170,829 in 2009. The cash inflow from investingivdites in this quarter was mainly attributed frotme
deferred gain of $6.25 million from the disposa¥@2quity interest in Yanxi Copper Project.

10. Balance Sheet

(a) Cash

The Company had $46,581,299 in cash and cash éepisaand time deposit as at September 30, 2010
compared to $78,350,405 as at December 31, 2009.

(b) Deferred gain on disposal of equity investments

Pursuant to the share transfer agreement dated.du010, GobiMin disposed of a 32% equity inteneghe
Yanxi Copper Property on July 22, 2010 while ratajnan 8% indirect equity interest. The Company has
received all the cash consideration and the fosbf convertible notes. The application for miniigense of
Yanxi Copper Property is in the process. Afternfiaing license of the Yanxi Copper Property isnged, the
Company shall receive the final lot of convertiblates. GobiMin expects to receive the net proceédbdout
HKD60.48 million (CAD8.16 million). Should the mimg license not be granted by December 31, 2019, th
Company guarantees to refund to the buyer all timsideration received and in return, the buyerl staisfer
the interest in Yanxi Copper Property back to tioenpany.

In this quarter, a deferred gain on the above dap@presents the net cash received of $7.1 milionvertible

bonds received of $14.2 million, convertible bongiseivable of $14.2 million, netting off the shafeassets as
at June 21, 2010 of $0.9 million and payables amduad liabilities for mining license fee, tax,mfaduty and

related payments of $28.4 million.

(© Share Capital

As at September 30, 2010, the Company had 67,423R6cember 31, 2009: 68,257,302) common shares
issued and outstanding. During this quarter, 10M¥ common shares were bought back and canceliéd an
1,021,400 employee options were exercised. On Julg010, GobiMin granted 1,309,000 options at an
exercise price of $0.76 (CADO0.79), among which ©,000 options exercisable until July 6, 2013 wewsnted

to directors and 309,000 options exercisable unty 6, 2015 were granted to the staff and manageofehe
Company, its subsidiaries and associates empld$esesthe Company’s news release on July 12, 2010).
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11. Contractual obligations and commitment

As at September 30, 2010, capital commitments ttheatCompany had contracted for, but not provided fo
amounted to $1,363,1December 31, 2009: $3,264,266).

On September 10, 2009, the wholly owned subsidi&i@obiMin, Xinjiang Weifu Mining Limited (“Weifu”)

has entered into an agreement with Baodi and Beigéal. 2 to form a joint venture company, Tongyuan,
China for the development of the Sawayaerdun GotjeEt in Xinjiang, China. GobiMin agreed to invest
RMB50,000,000 ($7,328,844) in cash to Tongyuanitboi70% equity interest. The consideration for ding

the exploration and mining license of the Sawayaef@roperty is RMB45,500,000 ($6,669,247) and Taagy
has paid a deposit of RMB40,000,000 ($5,863,075taSeptember 30, 2010. The remaining commitment is
RMB5,500,000 ($806,172) to be payable subject éoptogress on the transfer of the exploration amdng
licenses to Tongyuan.

On April 7, 2010, Tongyuan has entered into an exgent for exploration service to the Sawayaerdutd Go
Project. The contracted amount is RMB4,600,000 48874) and Tongyuan has paid a deposit of RMB8@0,00
($117,261) as at September 30, 2010. The remaaumgnitment is RMB3,800,000 ($556,992).

The Company has approximately $23,118 (Decembe@19: $23,868) monthly office rental expense & it
Hong Kong and Canada offices.

12. Off-balance sheet arrangements
The Company does not have any off-balance shesmiggments.
13. Proposed Transaction

On April 13, 2010, GobiMin entered into a framewafireement to dispose of a 32% equity intereshén t
Yanxi Copper Property. After the Company has cotepléhe reorganization to form a new holding congpan
(“Holdco”) to hold 80% equity interest in TongxinGobiMin entered into a share transfer agreemedubn14,
2010 to dispose of the 100% equity interest in kolfthe “Transaction”) while GobiMin retains an 8lirect
equity interest in the Yanxi Copper Property. Thansaction was completed on July 22, 2010 and IGiobi
has received all the cash consideration and teeldit of convertible notes. The application fommg license
of Yanxi Copper Property is in the process. Aftex mining license of the Yanxi Copper Propertgiianted,
the Company shall receive the final lot of cond®@etinotes. GobiMin expects to receive the net geds of
about HKD60.48 million (CAD8.16 million). Pursuatd the Share Transfer Agreement on July 14, 2010,
should the mining license not be granted by Decer@bg2010, the Company guarantees to refund tblger
all the consideration received and in return, thgeb shall transfer the interest in Yanxi Coppevgerty back
to the Company (See the Company’s news releasgpah1® and July 23, 2010). The Company and thesbuy
are in the course of negotiation of a supplemeagetement to allow for more time to obtain the mgplicense.

A press release shall be published once the tefthe supplemental agreement are finalised.
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14. Outstanding Share Data
The following table provides information concernihg Company’s share capital and convertible séesri

December 31, September 30, November 18,

2009 2010 2010
Number of Common Shares Outstanding 68,257,302 67,443,202 66,726,702
Warrants - - -
Options 3,256,400 2,537,000 2,537,000
Total Number of Common Shares Fully Diluted 71,902, 69,980,202 69,263,702

15. Risk factors

The mining business conducted by the Company igesuto a number of risks, including but not lindtéo
metal prices; currency risks; exploration, develepmand operating risks; uncertainty of ore reseamd
resource estimates; capital requirements; riskatingl to conducting business in China; dependemcé&ey
managerial employee; competition. The details o @ompany’s risk factors are discussed in the
Management’s Discussion and Analysis of Financedu®s for the year ended December 31, 2009, wdrieh
available atvwww.sedar.comand at GobiMin’s websitervw.gobimin.com. These risk factors could materially
affect the Company’s future operating results aadld& cause actual events to differ materially frémse
described in the forward-looking statements re¢atoithe Company.

16. Outlook

The NI 43-101 technical report 8wayaerdun Gold Projeist expected to be available early next year and
further drilling program will be carried out durir@®11. Upon receipt of the NI 43-101 report, the @any
plans to initiate the feasibility study and minenstuction.

For the Balikun Coal Project in Xinjiang, both ia$tructure and mining construction are progressing
schedule. Mine construction is expected to be d¢etag in 3 years.

Under the 2010 buyback programe, a total of 2,5X¥ g@mmon shares were repurchased at an averageopri
CADO0.8175 up to November 18, 2010. The managelnei@ves that the extension of the normal coursgeis
bid this year have helped to enhance our shareheidee. The share buyback program makes desitesglef

our cash reserves and will continue to positivelpact the earnings per share.

GobiMin continues to assess new growth opportuitieChina and overseas with the objectives ofdimip

significant value to its shareholders in the yedrsad and becoming a highly profitable and diviexdimining
company.
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