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Disclaimer

Forward-looking statements

This presentation includes certain “forward-looking statements.” All statements, other than

statements of historical fact, are forward-looking statements that involve various risks and

uncertainties. There can be no assurances that such statements will prove accurate, and actual

results and future events could differ materially from those anticipated in such statements. Such

information contained herein represents management’s best judgment as of the date hereof based

on information currently available. The company does not assume the obligation to update any

forward-looking statement.

Qualified Persons

The technical information in this presentation is derived from SouthGobi’s news releases, each of

which has been reviewed by one or more qualified persons (QPs), as defined by NI 43-101. Copies

of the releases naming the QPs are available at Sedar or www.southgobi.com.
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Key attributes
Leading position in new coal basin – Ovoot Khural Basin

 Early mover – already in production

 Coal is generally good quality

 Market dynamic is strong

 Potential to become a regional multi-mine 

play

 Fully funded / well capitalized

 Strong China connection

AttributesAsset location

Mongolia

China

Share price (at July 30, 2010) C$13.07

C$ per US$1 1.03

Share price US$12.69

Shares outstanding 183.8m

Market capitalization US$2,332m

Cash* (at June 30, 2010) US$744m

Convertible debt (at June  30, 2010) US$250m

Enterprise value US$1,838m

* Cash includes money market investments
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Operating performance
Safety

Key safety measures (January 2009 to June 2010)
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Operating performance
Mining

Coal production and waste material movement (April 2008 – June 2010)
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Operating performance
Marketing

Coal sales and average selling prices (April 2008 to June 2010)
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Operating performance
Exploration

Exploration activity (April 2008 to June 2010)
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Other recent achievements

Operating

 Commenced construction of the basic coal handling facility

Corporate

 Raised US$414m in HKEx listing in January 2010

 Converted half (US$250m) of CIC convertible debenture in March 2010 

 Authorized buy-back of up to 5 million shares (2.7% of shares outstanding)
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Operating results

 Shipped approx. 449,000 tonnes of coal, average price $43/tonne

 Operating revenues increased to $17.7 million in Q2 2010, from $13.9 million in Q1 2010, from 

$10.7 million in Q2 2009

 Mine operations income increased to $4.4 million in Q2 2010, from $1.2 million in Q1 2010, 

from $1.5 million in Q2 2009

 Approx. 840,000 tonnes of coal produced with strip ratio of 3.84

 Cost of sales was $13.3 million in 3 months ended June 30, 2010, vs. $9.1 million in same 

period in 2009

 Direct cash costs of product sold were $21.37/tonne in 3 months ended June 30, 2010, vs. 

$22.25/tonne for three months ended March 31, 2010.

 Operating loss from continuing operations was $10.6 million in 3 months ended June 30, 2010, 

vs. $4.8 million in same period in 2009

 Exploration expenses for six months ended June 30, 2010 were $5.8 million higher than in the 

six months ended June 30, 2009. Drilling at Soumber deposit and other greenfield targets led to 

increased exploration expenses

 Administration expenses were $14.4 million in 3 months ended June 30, 2010, vs. $10.7 million 

in same period in 2009
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Operating results

 Net income of $53.3 million in 3 months ended June 30, 2010, compared to a net loss of 

$168.3 million for three months ended March 31, 2010 vs. net loss of $7.9 million in same 

period in 2009

 Income from continuing operations of $72.9 million in Q2 2010, vs. $600,000 in Q1 2010, due 

to finance income from CIC convertible debenture

 Fluctuations in finance income and finance costs are due to fluctuations in the Company’s 

share price which impact the CIC convertible debenture

 Total assets were $951.4 million in Q2 2010, vs. $974.4 million in Q1 2010

 Long-term liabilities were $276.2 million in Q2 2010, vs. $348.4 million in Q1 2010

 Cash costs of production expected to trend lower

 Ongoing review of fleet requirements at Ovoot Tolgoi Mine for potential capacity expansion
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Consolidated Financial Statements

Condensed Consolidated Interim Statement of Comprehensive Income (unaudited)

(Expressed in thousands of U.S. Dollars, except for share and per share amounts)

Notes 2010 2009 2010 2009

CONTINUING OPERATIONS

Revenue 17,668$      10,666$        31,585$      14,207$        

Cost of sales 5 (13,268)      (9,139)           (25,998)      (12,352)         

Income from mine operations 4,400           1,527             5,587           1,855             

Administration expenses 6 (8,336)         (4,568)           (14,370)      (10,687)         

Evaluation and exploration expenses (6,659)         (1,742)           (8,310)         (2,511)           

Operating loss from continuing operations (10,595)      (4,783)           (17,093)      (11,343)         

Finance costs 7 (9,588)         (356)               (171,224)   (418)               

Finance income 7 72,881        -                  72,085        5                      

Income/(loss) before tax 52,698        (5,139)           (116,232)   (11,756)         

Current income tax expense (368)             -                  (378)             -                  

Deferred income tax recovery 971               -                  1,642           -                  

Income/(loss) from continuing operations 53,301        (5,139)           (114,968)   (11,756)         

Loss from discontinued operations 4 -                 (2,772)           -                 (6,115)           
Net income/(loss) and comprehensive income/(loss)

     attributable to equity holders of the Company 53,301$      (7,911)$         (114,968)$ (17,871)$      

BASIC INCOME/(LOSS) PER SHARE FROM:

Continuing operations 8 0.29$            (0.04)$           (0.68)$          (0.09)$           

Discontinued operations 8 -                 (0.02)              -                 (0.05)              

Continuing and discontinued operations 0.29$            (0.06)$           (0.68)$          (0.14)$           

DILUTED INCOME/(LOSS) PER SHARE FROM:

Continuing operations 8 0.28$            (0.04)$           (0.68)$          (0.09)$           

Discontinued operations 8 -                 (0.02)              -                 (0.05)              

Continuing and discontinued operations 0.28$            (0.06)$           (0.68)$          (0.14)$           

Three months ended 

June 30,

Six months ended

June 30,



Consolidated Financial Statements (Con’t)

12

Condensed Consolidated Interim Statement of Financial Position(unaudited)

(Expressed in thousands of U.S. Dollars)
June 30, December 31,

Notes 2010 2009

ASSETS

Current assets

Cash and cash equivalents 9 667,204$      357,342$         

Trade and other receivables 10 18,521            12,328              

Short term investments 11 2,498               14,999              

Inventories 12 24,982            16,384              

Prepaid expenses and deposits 10,851            8,119                 

Total current assets 724,056         409,172           

Non-current assets

Property, plant and equipment 13 139,158         82,705              

Deferred listing costs -                    4,565                 

Deferred income tax assets 8,589               6,947                 

Long term investments 11 79,330            57,070              

Other receivables 238                   225                    

Total non-current assets 227,315         151,512           

Total assets 951,371$      560,684$         

EQUITY AND LIABILITIES

Current liabilities

Trade and other payables 14 14,516$         12,669$           

Amounts due under line of credit facility 15 2,703               3,009                 

Current portion of convertible debenture 16 4,296               4,712                 

Total current liabilities 21,515            20,390              

Non-current liabilities

Convertible debenture 16 275,242         542,351

Asset retirement obligation 994                   735                    

Total non-current liabilities 276,236         543,086           

Total liabilities 297,751         563,476           

Shareholders' equity/(deficiency)

Common shares 17 1,063,747     296,419           

Share option reserve 18 26,352            22,300              

Accumulated deficit 19 (436,479)       (321,511)         

Total shareholders' equity/(deficiency) 653,620         (2,792)               

Total shareholders' equity and liabilities 951,371$      560,684$         

Net current assets 702,541$      388,782$         

Total assets less current liabilities 929,856$      540,294$         

As at



Operating statistics
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2010 2009 2010 2009

Volumes, Prices and Costs

Coal production (millions of tonnes) 0.62                      -                         0.84                   0.16                    

Coal sales (millions of tonnes) 0.45                      0.38                       0.87                   0.51                    

Average realized sales price (per tonne) 42.63$                29.71$                  39.17$             29.60$               

Total cash costs of product sold (per tonne) 22.30$                18.13$                  22.80$             18.23$               

Direct cash costs of product sold (per tonne) 21.37$                16.64$                  21.81$             16.05$               

Operating Statistics

   Sunset

     Total waste material moved (millions of bank cubic metres) 1.73                      -                         3.22                   0.34                    

     Strip ratio (bank cubic metres of waste rock per tonne   

     of clean coal produced) 2.79                      -                         3.84                   2.19                    

   Sunrise

     Total waste material moved (millions of bank cubic metres) 0.02                      -                         0.02                   -                      

Operating Results (thousands of dollars)

Revenue 17,668$             10,666$               31,585$          14,207$            

Cost of sales (13,268)              (9,139)                   (25,998)           (12,352)             

Income from mine operations 4,400                   1,527                     5,587                1,855                  

Administration expenses (8,336)                 (4,568)                   (14,370)           (10,687)             

Evaluation and exploration expenses (6,659)                 (1,742)                   (8,310)              (2,511)                

Operating loss from continuing operations (10,595)$           (4,783)$                (17,093)$        (11,343)$          

Three months ended

June 30,

Six months ended

June 30,
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Outlook

 Market seems robust

 Near-term operating issues to constrain sales rate for remainder of 2010 and may impact beyond

 Less better quality #5 seam coal available in upcoming mine plan

 Some higher sulphur in Sunset Pit, particularly #8/9/10 seams

 Prices rise again for Q3 over Q2 but overall ASP probably lower

 Premium coal on average in excess of 10% on contracts

 Product mix weighting more to lower quality product

 Near-term focus areas for SouthGobi include

 Potential for tighter coal market Q4 2010 and into 2011

 Continued exploration push for the remainder of 2010 exploration season

 Securing mining license for Soumber – aiming to get by year end

 Commissioning third fleet by year end (second large Liebherr 996 shovel-based fleet)

 Commission basic coal handling facility for Q1 2011




