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GLOBEX MINING ENTERPRISES INC.
Condensed Consolidated Statements of Income and Comprehensive Income (Loss)

(Unaudited)
Three months ended Nine months ended
September 30, September 30,
Notes 2011 2010 2011 2010
Continuing operations
Revenues 14 $ 448685 S 412,833 S 3,316,453 S 820,433
Expenses
Administration 187,493 165,922 770,392 546,434
Professional fees and outside services 350,754 153,269 840,445 505,607
Depreciation and amortization 13,684 12,781 33,947 37,032
Share-based payments 37,469 770 293,420 259,951
Impairment of mineral properties and deferred
exploration expenses 11 58,512 26,225 183,841 135,441
Loss (gain) on foreign exchange (36,698) 1,928 (21,456) 4,365
Loss on disposal of property and equipment - 1,327 - 1,327
611,214 362,222 2,100,589 1,490,157
Income (loss) from operations (162,529) 50,611 1,215,864 (669,724)
Other income (expenses)
Gain on sale of investments 147,825 38,293 175,042 48,196
Interest income 9,010 8,975 22,358 26,543
Increase (decrease) in fair value of financial assets (96,855) 309,047 (350,959) 338,583
Other 10,829 13,568 67,646 35,715
70,809 369,883 (85,913) 449,037
Income (loss) before taxes (91,720) 420,494 1,129,951 (220,687)
Income and mining taxes 13 (310,918) 151,084 424,612 110,359
Income (loss) for the period 219,198 269,410 705,339 (331,046)
Other comprehensive income (loss), net of taxes
Total comprehensive income (loss) for the period $ 219,198 $ 269,410 $ 705339 S (331,046)
Income (loss) attributable to:
Shareholders of the Company 219,198 269,410 705,339 (331,046)
219,198 269,410 705,339 (331,046)
Total comprehensive income (loss) attributable to:
Shareholders of the Company 219,198 269,410 705,339 (331,046)
219,198 269,410 705,339 (331,046)
Income (loss) per common share
Basic 15 $ 001 ¢ 001 $ 003 S (0.02)
Diluted 15§ 001 ¢ 001 $ 003 S (0.02)
Weighted average shares outstanding 22,035,675 20,197,675 21,748,135 19,699,519
Shares outstanding at end of period 22,526,241 20,197,675 22,526,241 20,197,675

The accompanying notes are an integral part of these financial statements
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GLOBEX MINING ENTERPRISES INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine months ended

September 30,
Notes 2011 2010
Operating activities
Income (loss) for the period S 705,339 S (331,046)
Items not affecting cash:
Disposal of mineral property for shares 18 (1,781,000) (141,500)
Recovery of property acquisition costs 18 500,000 -
Decrease (increase) in fair value of financial assets 350,959 (338,583)
Depreciation and amortization 33,947 37,032
Foreign exchange rate variation on reclamation bond (6,178) 2,502
Gain on sale of investments (175,042) (48,196)
Loss on sale of property and equipment - 1,327
Impairment of mineral properties and deferred exploration expenses 183,841 135,441
Amortization of bonds premium 597 3,451
Income and mining taxes 442,516 110,359
Share-based payments 293,420 259,951
(156,940) 21,784
Changes in non-cash operating working capital items 18 (552,946) 161,516
(4,547) (147,746)
Financing activities
Issuance of share capital 1,576,180 1,850,489
Share capital issue costs (24,000) (86,759)
1,552,180 1,763,730
Investing activities
Proceeds on disposal of property and equipment - 443
Acquisition of properties, plant and equipment (96,726) (7,746)
Deferred exploration expenses (3,152,510) (1,701,013)
Mineral properties acquisitions (103,109) (51,810)
Proceeds on mineral properties optioned 123,758 -
Proceeds on sale of investments 2,176,183 840,784
Acquisition of investments (6,441) (50,145)
Change in restricted cash 968,674 (338,800)
(90,171) (1,308,287)
Net increase (decrease) in cash and cash equivalents 1,457,462 307,697
Cash and cash equivalents, beginning of period 352,863 -
Cash and cash equivalents, end of period $ 1,810,325 S 307,697

Supplementary cash flow information (note 18)

The accompanying notes are an integral part of these financial statements
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GLOBEX MINING ENTERPRISES INC.

Condensed Consolidated Statement of Financial Position

(Unaudited)

September 30, December 31, January 1,
Notes 2011 2010 2010
Assets
Current assets
Cash and equivalents S 1,810,325 S 352,863 S -
Investments 2,306,293 2,870,071 2,936,343
Accounts receivable 870,326 373,904 215,621
Refundable tax credit and mining duties 13 81,794 242,690 230,888
Prepaid expenses and deposits 258,351 75,140 34,031
5,327,089 3,914,668 3,416,883
Restricted cash 7 1,000,998 1,969,672 347,883
Reclamation bonds 8 125,168 118,990 125,320
Properties, plant and equipment 9 539,693 476,914 516,505
Mineral properties 10 2,952,844 2,907,036 2,870,356
Deferred exploration expenses 11 11,284,439 8,382,227 8,100,884
S 21,230,231 $ 17,769,507 S 15,377,831
Liabilities
Current liabilities
Payables, accruals and provisions 12 S 609,603 S 594,265 $ 270,238
Income tax provision 316,044 387,768 307,038
925,647 982,033 577,276
Other Liabilities 168,981 468,934 40,045
Deferred tax liabilities 13 3,486,987 2,500,108 2,678,431
Owners' equity
Share capital 16 49,926,597 48,019,236 44,580,729
Deficit (36,830,921) (37,536,260) (35,502,687)
Contributed surplus 3,552,940 3,335,456 3,004,037
Accumulated other comprehensive loss - - -
16,648,616 13,818,432 12,082,079
S 21,230,231 $ 17,769,507 S 15,377,831

The accompanying notes are an integral part of these financial statements
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GLOBEX MINING ENTERPRISES INC.

Condensed Consolidated Statements of Equity

(Unaudited)

Nine months ended Year ended
September 30, December 31,
2011 2010 2010
Common shares
Beginning of period S 48,019,236 S 44,580,729 S 44,580,729
Issued on exercise of options 352,116 43,180 48,790
Fair value of shares issued under private placements 1,079,245 1,666,224 3,465,892
Shares issued in connection with a property acquistion 500,000 - -
Share issuance costs (24,000) (136,310) (76,175)
End of period 49,926,597 46,153,823 48,019,236
Contributed surplus
Beginning of period 3,335,456 3,004,037 3,004,037
Share-based compensation 293,420 2,310 59,220
Share-based payments - 257,641 291,319
Fair value of stock options exercised (75,936) (17,930) (19,120)
End of period 3,552,940 3,246,058 3,335,456
Deficit
Beginning of period (37,536,260)  (35,502,687)  (35,502,687)
Profit (loss) attributable to shareholders 705,339 (331,046) (2,033,573)
End of period (36,830,921)  (35,833,733)  (37,536,260)
Accumulated other comprehensive loss
Beginning of period - - -
Gain or loss on foreign exchange translations - - -
End of period - - -
Total Equity $ 16,648,616 S 13,566,148 S 13,818,432

The accompanying notes are an integral part of these financial statements
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Notes to the Condensed Consolidated Financial Statements
Periods ended September 30, 2011 and 2010

1. General business description

Globex Mining Enterprises Inc. (“Globex”) is a Canadian focused exploration, royalty and development
company with a North American mineral portfolio of in excess of 100 early to mid-stage exploration and
development properties containing; Base Metals (copper, nickel, zinc, lead), Precious Metals (gold, silver,
platinum, palladium), Specialty Metals (rare earths, uranium, lithium) and Industrial Minerals (manganese,
iron, molybdenum as well as talc and magnesium). The Company currently generates royalty and option
income from properties which contain gold, silver and zinc.

Globex was incorporated in the province of Quebec and its head office and principal business offices are
located at 86, 14th Street, Rouyn-Noranda, Quebec, J9X 2J1, Canada.

The Company’s commons shares are listed on the Toronto Stock Exchange under the symbol GMX, in Europe
on the Frankfurt, Munich, Stuggart, Berlin and Xetra changes under the symbol GIM and GLBXF on the
OTCQX International, USA.

The Company seeks to create shareholder value by acquiring mineral properties, enhancing them and either
optioning, selling or joint venturing them or developing them to production.

2. Basis of presentation

Until December 31, 2010, the Company prepared its financial statements in accordance with Canadian
generally accepted accounting principles as set out in the Handbook of the Canadian Institute of Chartered
Accounts ("CICA Handbook”). In 2010, the CICA Handbook was revised to incorporate International Financial
Reporting Standards (“IFRS”), and require publicly accountable enterprises to apply such standards effective
for years beginning on or after January 1, 2011. Accordingly, the Company commenced reporting on this
basis in these condensed interim consolidated financial statements. In these financial statements, the term
“Canadian GAAP” refers to Canadian GAAP before the adoption of IFRS.

These condensed interim consolidated financial statements have been prepared in accordance with IFRS
applicable to the preparation of interim financial statements, including IAS 34, Interim Financial Reporting
(“1AS 34”) and IFRS 1, First-Time Adoption of International Financial Reporting Standards (“IFRS 1”). Subject
to certain transition elections disclosed below, Globex has consistently applied the same accounting policies
in the opening IFRS statement of financial position as of January 1, 2010 and throughout all periods
presented, as if these policies had always been in effect. Note 21 discloses the impact of the transition to
IFRS on the reported statement of financial position, profit and loss and comprehensive income and cash
flows, including the nature and effect of significant changes in accounting policies from those used in the
consolidated financial statements for the year ended December 31, 2010.
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The policies applied in these condensed consolidated financial statements are presented in Note 3 and 4,
and are based on IFRS issued and outstanding as of October 26, 2011, the date the Board of Directors
approved the financial statements. Any subsequent changes to IFRS that are given effect in the annual
consolidated financial statements for the year ending December 31, 2011 could result in restatement of
these interim consolidated financial statements, including the transition adjustments recognized on change-
over to IFRS.

The condensed interim financial statements should be read in conjunction with the Canadian GAAP annual
financial statements for the year ended December 31, 2010. Note 21 discloses IFRS information for the year
ended December 31, 2010 that is material to the understanding of these condensed consolidated interim
financial statements.

IFRS 1 has been applied in preparing these first IFRS consolidated interim financial statements. The effects
of the transition to IFRS on equity, profit and loss and comprehensive income and cash flows are presented
in Note 21.

First-time adoption exemptions

IFRS 1, which governs the first-time adoption of IFRS, generally requires accounting policies to be applied
retrospectively to determine the opening statement of financial position on the transition date of January 1,
2010, and allows certain exemptions on the transition to IFRS. The elections that the Company considered
significant are:

* |FRS 2, Share-based Payments, encourages application of its provisions to equity instruments granted on
or before November 7, 2002. A first-time adopter is also encouraged, but not required, to apply IFRS 2
to equity instruments that were granted after November 7, 2002 and vested by the Transition Date. The
Company has applied IFRS 2 to all options granted after November 7, 2002.

e |FRS 1 provides the option to measure an item of property, plant and equipment as described in IAS 16,
Property, plant and equipment, as the date of transition to IFRSs at its fair value and use that fair value
as its deemed cost at that date. The Company has not elected to adopt this option as it believes that the
cost method currently employed provides more reliable and relevant information.

Change in estimates

During the analysis of IAS 16, Properties, plant and equipment, management concluded that the estimated
useful lives and expected consumption patterns for the depreciable assets should be revised. The change in
the management estimate has been treated on a prospective basis from January 1, 2011 and has resulted in
a non material increase in depreciation during the three month and nine month periods ended September
30, 2011, due to the age of the assets.

These financial statements were prepared on a going-concern basis, under the historical cost convention, as
modified by the revaluation of financial assets.
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3. Adoption of new and revised International Financial Reporting Standards
(a) New standards adopted:

Accounting standards effective for periods beginning on or after January 1, 2011 have been adopted as
part of the transition to IFRS.

IFRS 9, Financial Instruments

The Company has adopted IFRS 9, Financial Instruments in 2011 in advance of its effective date. It has
chosen January 1, 2010 as its date of application (i.e. the date on which the Company has assessed its
existing financial assets) as this is the first reporting period end since the Standard was initially issued on
November 12, 2009. The Standard has been applied retrospectively and comparative amounts have
been restated.

IFRS 9 specifies how an entity should classify and measure its financial assets. It requires all financial
assets to be classified on the basis of the entity’s business model for managing the financial asset and the
contractual cash flow characteristics of the financial assets. Financial assets are measured either at
amortized cost or fair value.

Under this Standard, debt Instruments are measured at amortized cost if they meet the criteria as
specified in the guidance. Even if the instrument meets the criteria, the guidance also permits a
Company to choose at initial recognition to designate the financial asset as at fair value through profit
and loss (FVTPL) if doing so eliminates or significantly reduces the accounting mismatch. In the current
period, the Company has elected to designate debt instruments as FVTPL. Investments in equity
instruments are classified and measured as FVTPL.

The reclassification of financial assets on initial application of IFRS 9 changed the measurement basis
and/or the policy for the recognition of gains and losses. For more information and details related to the
new classifications see note 19.

The impact of adopting IFRS 9 has been a reclassification of fair value losses of $274,521 as at January 1,
2010, from the accumulated other comprehensive loss to the deficit as the marketable securities were
reclassified from “available-for-sale” marketable securities to financial assets at FVTPL. The Company
has adopted this treatment of gains and losses related to changes in the fair value of investments are
ancillary to the primary exploration business of the Company and these assets are held mainly for
strategic and liquidity purposes, not for trading.

In the three month period ended September 30, 2011, unrealized losses of $96,855 (2010 - gains of
$309,047) were reclassified from other comprehensive income (loss) to profit and loss and during the
nine month period unrealized losses of $350,959 (2010 - gains of $338,583) were reclassified from other
comprehensive income (loss) to profit and loss.
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(b) New and amended standards not yet adopted:

Certain new standards, interpretations, amendments and improvements to existing standards are not
yet effective, and have not been applied in preparing these condensed consolidated interim financial
statements.

e Amendments to IAS 1, Presentation of Items of Other Comprehensive Income, introduces changes to
the presentation of items of other comprehensive income that may be reclassified to profit or loss in
the future are presented separately from items that would never be reclassified;

e Amendments to IAS 19, Employee Benefits deals with the recognition of actuarial gains and losses
recognized in other comprehensive income as well as the expected measurement and recording of the
expected return on plan assets;

e |FRS 10, Consolidated Financial Statements, builds on existing principles and standards and identifies
the concept of control as the determining factor in whether an entity should be included within the
consolidated financial statements of the parent company;

e |[FRS 11, Joint Arrangements, establishes the principles for financial reporting by entities when they
have an interest in arrangements that are jointly controlled;

e |FRS 12, Disclosure of Interest in Other Entities, outlines the disclosure requirements for interests held
in other entities including joint arrangements, associates, special purpose entities and other off
balance sheet entities;

e |[FRS 13, Fair Value Measurement, defines fair value, requires disclosures regarding fair value
measurements and provides a framework for measuring fair value when it is required or permitted
within the IFRS standards;

All of these standards are applicable to Globex with the exception of the Amendments to IAS 19 as the
Company does not have a pension plan in place. None of these standards are expected to have a
significant effect on the consolidated financial statements of the Company. All of these standards are
effective January 1, 2013 with the exception of IAS 1 which has a July 1, 2012 effective date. Early
adoption is permitted.

4. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these condensed interim consolidated
financial statements are set out below. These policies have been consistently applied to all the periods
presented, unless otherwise stated.
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Basis of Consolidation

The condensed interim consolidated financial statements include the accounts of the Company, and its
controlled subsidiaries Globex Nevada Inc. (100% owned by Globex), Worldwide Magnesium Corporation
(90% owned by Globex), Eco Refractory Solutions Inc. (75% owned by Globex) and Chibougamau
Independent Mines Inc. (100% owned by Globex) and its joint venture Duparquet Assets Ltd. (50% owned by
Globex) using proportionate consolidation. All significant intercompany transactions and balances have
been eliminated on consolidation.

Control exists when the Company has the power to govern the financial and operating policies of an entity
so as to obtain benefits from its activities. Subsidiaries are included in the consolidated financial statements
from the date control commences until the date control ceases. All intra-company transactions, balances,
income and expenses are eliminated in full on consolidation.

Non-controlling interest in the next assets of consolidated subsidiaries is identified separately from the
Company’s equity. Non-controlling interest consists of the non-controlling interest at the date of the
original business combination plus the non-controlling interest’s share of changes in equity since the date of
the combination. Losses applicable to the non-controlling interest in excess of their interest in the
subsidiary’s equity are allocated against the interest of the Company except to the extent that the non-
controlling interest has a binding obligation and is able to make an additional investment to cover the losses.

All dollar amounts are presented in Canadian dollars unless otherwise specified.
Use of Estimates

The preparation of the condensed interim consolidated financial statements in conformity with IAS 34 and
IFRS 1 requires estimates and assumptions that affect the amounts reported in the consolidated financial
statements. Significant areas where judgment is applied include the recoverability of amounts shown for
mineral properties and related deferred exploration expenses is dependent upon the discovery of
economically recoverable reserves, confirmation of the Company’s interest, in the underlying mineral claims,
the ability of the Company to obtain necessary financing to complete the development, and future
profitable production or proceeds from the disposal thereof, provisions and contingent liabilities, deferred
tax balances and the timing of their reversal. Actual results could differ from the original estimates.

Foreign currencies

The Company’s presentation currency and the functional currency of all of its operations is the Canadian
(Cdn) dollar as this the principal currency of the economic environment in which they operate. Transactions
in foreign currencies are initially recorded in the Company’s functional currency at the exchange rate at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated at
the functional currency rate of exchange ruling at the end of each reporting period. Non-monetary items
that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as
at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value is determined. All gains and losses on
conversion of these foreign currency transactions are included in profit and loss.
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For the purpose of presenting consolidated financial statements, the assets and liabilities of foreign
operations are expressed in Cdn. dollars using exchange rates prevailing at the end of the reporting period.
Revenue and expense items are translated at the average exchange rates for the period. Exchange
differences arising, if any, are recognized in other comprehensive income.

Interest in joint ventures

A joint venture can take the form of a jointly controlled entity, jointly controlled operation or jointly
controlled assets. A joint venture is a contractual arrangement whereby the Company and other parties
undertake an economic activity that is subject to joint control (i.e. when the strategic financial and operating
policy decisions relating to the activities of the joint venture require the unanimous consent of the parties
sharing control).

When the Company undertakes its activities under joint venture arrangements, its share of jointly controlled
assets and any liabilities incurred jointly with other venturers are recognized in the financial statements and
classified according to their nature. Liabilities and expense incurred directly in respect of interest in jointly
controlled assets are accounted for on an accrual basis.

Joint venture arrangements that involve the establishment of a separate entity in which each venture has an
interest are referred to as jointly controlled entities. The Company reports its interest in jointly controlled
entity’s using proportionate consolidation.

Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and on hand, and short-term deposits with an original
maturity of three months or less, which are readily convertible into a known amount of cash.

Refundable tax credits and mining duties
The Company is entitled to a refundable tax credit of 35% on qualified exploration expenditures incurred in
the province of Quebec. The Company is also entitled to a refund of mining duties of the lesser of 15% on

50% of qualified mining exploration expenses or operating losses during the period, net of the refundable
tax credit.

The credit or refunds are recorded based on management’s best estimates once the necessary information is
available and management believes that the amounts are collectible.

Restricted cash

Cash restricted is composed of cash funds and bank balances. These funds are restricted to pay for
prescribed resource expenditures.
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Financial assets

All financial assets are recognized or derecognized on trade date. Financial assets are initially measured at
fair value, plus transaction costs, except for those financial assets classified as at fair value through profit or
loss (FVTPL), which are initially measured at fair value.

Classification of financial assets

For the purpose of classifying financial assets, an instrument is an “equity instrument” if it is a non-
derivative and meets the definition of “equity” for the issuer (under IAS 32 Financial Instruments:
Presentation - “any contract that evidences a residual interest in the assets of an entity after deducting
all of its liabilities). All other non-derivative financial assets are “debt instruments”.

Financial assets at amortized cost and the effective interest method
Debt instrument are measured at amortized costs if both of the following conditions are met:

e the asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows; and

e the contractual terms of the instrument give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Debt instruments meeting these criteria are measured initially at fair value plus transactions costs
(except if they are designated as at FVTPL — see below). They are subsequently measured at amortized
cost using the effective interest method less any impairment with interest revenue recognized on an
effective yield basis in investment revenue. Subsequent to initial recognition, debt instruments are
reclassified from amortized cost to FVTPL, if the objective of the business model changes so that the
amortized cost criteria are no longer met.

The Company may irrevocably elect at initial recognition to classify a debt instrument that meets the
amortized cost criteria above as at FVTPL if that designation eliminates or significantly reduces an
accounting mismatch had the financial asset been measured at amortized cost.

The effective interest method is a method of calculating the amortized cost of a financial asset/liability
and of allocating interest income/expense over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts/payments through the expected life of the financial
asset/liability or, where appropriate, a shorter period.

Financial assets at FVTPL

Debt instrument financial assets that do not meet the amortized cost criteria described above, or that
meet the criteria, but the Company has chosen to designate as FVTPL, at initial recognition, are
measured at FVTPL. The Company has elected to designate debt instruments as financial assets at
FVTPL.

Financial assets at FVTPL are measured at fair value, with any gains or losses arising on re-measurement
recognized in profit or loss. Fair value is determined in the manner described in note 19.
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Interest income on debt instruments at FVTPL is included in the net gain or loss described above.
Dividend income on investments in equity instruments at FVTPL is recognized in profit or loss when the
Company’s right to receive the dividends is established.

Impairment of financial assets at amortized cost

Financial assets that are measured at amortized cost including loans and receivables, are assessed for
indicators of impairment at the end of each reporting period. Financial assets are considered to be
impaired when there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial assets, the estimated future cash flows of the financial asset have been
affected. If the impairment loss decreases, then the impairment loss is reversed.

Derecognition of financial assets

Financial assets are derecognized when the rights to receive cash flows from the assets expire or the
financial assets are transferred and the Company has transferred substantially all the risks and rewards
of ownership of the financial assets.

Properties, plant and equipment

Property, plant and equipment are recorded at cost less accumulated depreciation, depletion and
impairment charges.

Where an item of plant and equipment comprises major components with different useful lives, the
components are accounted for as separate items of plant and equipment. Expenditures incurred to replace
a component of an item of property, plant and equipment that is accounted for separately, including major
inspection and overhaul expenditures, are capitalized. Directly attributable expenses incurred for major
capital projects and site preparation are capitalized until the asset is brought to a working condition for its
intended use. These costs include dismantling and site restoration costs to the extent these are recognized
as a provision.

Management reviews the estimated useful lives, residual values and depreciation methods of the
Company’s property, plant and equipment at the end of each annual financial reporting period and when
events and circumstances indicate that such a review should be made. Changes to estimated useful lives,
residual values or depreciation methods resulting from such review are accounted for prospectively.

Mineral Property

All direct costs related to the acquisition of mineral property interests are capitalized, at their cost at the
date of acquisition, by property.
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Deferred exploration and evaluation expenses

All costs incurred prior to obtaining the legal rights to undertake exploration and evaluation activities are
recognized in the income statement as incurred. Exploration and evaluation costs arising following the
acquisition of the right to explore, are capitalized on a project-by-project basis, pending determination of
the technical feasibility and commercial viability of the project. Costs incurred include appropriate technical
costs and deferred exploration costs are carried at historical cost less any impairment losses recognized. The
Company classifies exploration and evaluation assets as tangible or intangible according to the nature of the
assets acquired.

General exploration costs not related to specific properties and general exploration administrative expenses
are charged to the statement of profit and loss in the year in which they are incurred.

If an exploration project is successful, then the related expenditures are transferred to mining assets and
amortized over the estimated life of the ore reserves on a unit of production basis.

The recoverability of deferred exploration and evaluation costs is dependent upon the discovery of
economically recoverable ore reserves, the ability of the Company to obtain the necessary financing to
complete the development of ore reserves and future profitable production or proceeds from the disposal
thereof.

Depreciation

Properties, plant and equipment are depreciated using the straight-line method over the estimated useful
lives of the related assets. The significant classes and their estimated useful lives are as follows:

Buildings 20 years
Mining equipment 5 years
Office equipment 2 to 5 years
Vehicles 5 years
Computer systems 3 years

Impairment of non-financial assets

Whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable the asset is reviewed for impairment. An asset’s carrying value is written down to its estimated
recoverable amount (being the higher of the fair value less costs to sell and value in use) if that is less than
the asset’s carrying amount.

Impairment reviews for deferred exploration and evaluation expenses are carried out on a project by project
basis, with each project representing a potential single cash generating unit. An impairment review is
undertaken when indicators of impairment arise, but typically when of the following circumstances apply:

e the right to explore the areas has expired or will expire in the near future with no expectation of
renewal;
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e no further exploration or evaluation expenditures in the area are planned or budgeted;

e no commercially viable deposits have been discovered, and the decision has been made to discontinue
exploration in the area;

e sufficient work has been performed to indicate that the carrying amount of the expenditure carried as
an asset will not be fully recovered.

Reversals of impairment losses are recognized in respect of exploration and evaluation expenditures where
this is justified by a change of circumstances.

Provisions

Provisions are recorded when a present legal or constructive obligation exists as a result of past events
where it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, and a reliable estimate of the amount of the obligation can be made.

The amount recognized as a provision is the best estimate of the consideration required to settle the present
obligation estimated at the end of each reporting period, taking into account the risks and uncertainties
surrounding the obligation, its carrying amount is the present value of those cash flows. When some or all
of the economic benefits required to settle a provision are expected to be recovered from a third party, the
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the
amount receivable can be measured reliably.

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods or arising
from the use by others of the Company’s assets yielding option income, royalties, interest and dividends.
The Company recognizes revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and when the specific criteria have been met for each of the
company’s activities as described below.

(a) Sales of mineral properties
The proceeds from the sale of mineral properties are initially recorded as a credit against the carrying
costs of the property and deferred exploration expenses until they are fully recovered and any additional
amounts are recorded as other income.

(b) Option Income
Option income is recognized on an accrual basis in accordance with the substance of the relevant
agreements. Shares received under option agreements are valued at fair value which is determined at

quoted market prices if the shares are quoted on an active market and if the market for the shares is not
active, fair value is established by using a valuation technique.

(c) Royalty Income

Royalty income is recognized on an accrual basis in accordance with the substance of the relevant
agreements.
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(d) Interest and dividend Income

Interest income from a financial asset is recognized when it is probable that the economic benefits will
flow to the Company and the amount of income can be measured reliably. Interest income is accrued on
a time basis, by reference to the principal outstanding and at the effective interest rate applicable.

Dividend income from investments is recognized when the shareholder’s right to receive payment has
been established (provided that it is probable that the economic benefits will flow to the Company and
the amount of income can be measured reliably).

Share-based payments
Share-based payments to non-employees

Share-based payments granted to non-employees are measured at the fair value of the goods or services
received. In the event the Company cannot reasonably estimate the fair value of goods or services received,
the transaction is recorded at the estimated value of the underlying equity instrument, measured at the
date the Company obtains the goods or the counterparty renders the service.

Share-based compensation

The Company grants stock options to buy common shares of the Company to Directors, Officers, and
Employees. The Board of Directors grants such options for periods up to five years, with vesting periods
determined at its sole discretion and at the TSX prices at the close of business on the day prior to the option
grant.

The fair value of the options is measured at the grant date, using the Black-Scholes option pricing model,
and is recognized over the vesting period that the options are earned. The fair value is recognized as an
expense with a corresponding increase in equity. The amount recognized as an expense is adjusted to
reflect the number of share options expected to vest.

Where the terms of a stock option are modified, the minimum expense recognized is the expense as if the
terms had not been modified. An additional expense is recognized for any modifications which increases the
total fair value of the stock-based compensation arrangement, or is otherwise beneficial to the employee as
measured at the date of modification over the remaining vesting period.

If and when the stock options are exercised, the applicable fair value amounts charged to contributed
surplus are transferred to share capital.
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Current and deferred taxes

Taxes, comprising both income and resource taxes accounted for as income taxes, are recognized in the
statement of profit and loss, except, where they relate to items recognized in other comprehensive income
or directly in equity, in which case the related taxes are recognized in other comprehensive income or
equity. Taxes on income in interim periods are recorded using the tax rate that would be applicable to
expected annual profit.

The current income tax charge is based on taxable income for the period. Taxable income differs from net
income as reported in the consolidated statement of comprehensive income because it excludes items of
income or expense that are taxable or deductible in other periods and it further excludes items that are not
taxable or deductible.

Deferred tax is recognized, using the liability method, on temporary differs arising between the tax bases of
assets and liabilities and their carrying amounts in the consolidated financial statements. However, deferred
income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the balance sheet date and are expected to apply when the related deferred
income tax asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable profit will
be available against which the temporary differences can be utilized. At the end of each reporting period,
the Company reassess unrecognized deferred tax assets. The Company recognizes, a previously
unrecognized deferred tax asset to the extent that it has become probable that future taxable profits will
enable the deferred tax asset to be recovered. The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and is adjusted to the extent that it is no longer probable that sufficient taxable
income will be available to ensure that all or part of the asset will be recovered.

The Company raises funds through the issuance of “flow-through” shares which entitles investors to
prescribed resource tax benefits and credits once the Company has renounced these benefits to the
investors in accordance with the tax legislation. Currently there is no specific IFRS guidance related to the
accounting and reporting of these arrangements. The Company has adopted the CICA Viewpoint which
considers the issuance of flow-through shares in substance; (a) an issue or ordinary share; and (b) the sale of
tax deductions. The sale of tax deductions has been measured based on the relative fair value method. At
the time, the flow-through shares are issued; the sale of tax deductions is deferred and presented as other
liabilities in the statement of financial position because the entity has not yet fulfilled its obligation to pass
on the tax deductions to the investor. When the entity fulfills its obligation; the sale of tax deductions is
recognized in the income statement as a reduction of the deferred tax expense; and a deferred tax liability is
recognized in accordance with IAS 12, Income Taxes, for the taxable temporary differences between the
carrying value of eligible expenditures capitalized as an asset in the statement of financial position and its
tax base.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the Company intends to settle its current tax assets and liabilities on a net basis.

Earnings (loss) per share

Basic earnings (loss) per share are computed by dividing the net earnings (loss) attributable to common
shareholders by the weighted average number of shares outstanding during the reporting period.
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Diluted earnings (loss) per share is computed similar to basic earnings (loss) per share except that the
weighted average shares outstanding are increased to include additional shares for the assumed exercise of
stock options (if dilutive).

The number of additional shares is calculated by assuming that outstanding dilutive stock options were
exercised and the proceeds from such exercise were used to acquire common stock at the average market
price during the reporting periods.

Share Capital

The Company’s common shares are classified as equity. Incremental costs directly attributable to the issue
of new shares are shown in equity as a deduction, net of tax, from the proceeds.

5. Cash and cash equivalents
September 30, December 31,
2011 2010

Bank balances S 1,810,325 S 352,863

6. Investments
September 30, December 31,

2011 2010
Debt investments S - S 957,288
Interests in money market funds (debt) 327 966,084
Other equity investments 2,305,966 946,699

$ 2,306,293 $ 2,870,071

7. Restricted cash

September 30, December 31,
2011 2010

Cash at bank and on hand S 1,000,998 S 1,969,672

The Company raises flow-through funds for exploration under a subscription agreement which requires the
Company to incur prescribed resource expenditures which is not available for current operating purposes
and therefore are reported as restricted cash. If the Company does not incur the resource expenditures,
then it will be required to indemnify these shareholders for any tax and other costs payable by them as a
result of the Company not making the required resource expenditures.

8. Reclamation bonds
September 30, December 31,

2011 2010

Nova Scotia bond - Department of Natural Resources S 57,974 S 57,974
Option reimbursement (50,000) (50,000)
Net Nova Scotia bond 7,974 7,974
Washington State bond - Department of Natural Resources 117,194 111,016
$ 125,168 $ 118,990
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9. Properties, plant and equipment

Land and Mining Office Vehicles Computer Total
buildings equipment equipment Systems
Cost
January 1, 2011 S 415112 S 33,389 $ 145419 S 23,462 S 197,790 S 815,172
Additions - 47,920 - 32,715.00 16,091 96,726
Disposals - - - - - -
June 30, 2011 415,112 81,309 145,419 56,177 213,881 911,898
Accumulated depreciation
January 1, 2011 (34,801) (29,636) (84,145) (18,597) (171,079) (338,258)
Expense for the period (9,884) (2,960) (9,191) (1,275) (10,637) (33,947)
Disposals - - - - - -
Impairment provision - - - - - -
September 30, 2011 (44,685) (32,596) (93,336) (19,872) (181,716) (372,205)
Carrying value
December 31, 2010 380,311 3,753 61,274 4,865 26,711 476,914
September 30, 2011 $ 370427 $ 48,713 $ 52,083 $ 36,305 $ 32,165 $ 539,693
10. Mineral Properties
January 1, Additions Recovery of June 30,
2011 (Disposals) property cost 2011
Areas
Nova Scotia S 42,356 S 12,000 S (22,631) $ 31,725
Ontario 40,671 21,000 - 61,671
Quebec -
Chibougamau - 4,868 - 4,868
Magusi River and related assets - 514,498 (514,498) -
Other 2,824,009 50,743 (20,172) 2,854,580
$ 2,907,036 S 603,109 $ (557,301) $ 2,952,844

During the nine months ended September 30, 2011, the Company purchased the Fabie Bay and Magusi
River properties by issuing 166,667 Globex shares at an ascribed value of $3.00 per share. In addition, the

Company incurred miscellaneous costs of $14,498.
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11. Deferred exploration expenses

Impairment
January 1, Additions provisions September 30,
2011 (Disposals) and recoveries 2011
Exploration Areas
Ontario properties
Timmins - Talc Magnesite S 2,770,540 S 814,755 S - $ 3,585,295
Other 14,364 14,655 (5,803) 23,216
Quebec properties
Atwatter - Turner Falls 10,239 342,222 - 352,461
Cadillac - Wood 1,758,430 204,840 - 1,963,270
Destor - Lyndhurst 1,390,134 208,666 - 1,598,800
Tonnancour 427,931 502,903 - 930,834
Tavernier 260,385 184,613 - 444,998
General exploration - 161,689 (161,689) -
Other 3,015,145 598,191 (38,846) 3,574,490
Other properties
General exploration 178,366 119,976 (43,960) 254,382
9,825,534 3,152,510 (250,298) 12,727,746
Quebec refundable tax credit (1,443,307) - - (1,443,307)

S 8,382,227 $ 3,152,510 $ (250,298) $ 11,284,439

During the nine month period ended September 30, 2011, the Company recorded an impairment provision
of $183,841 and offset option revenue of $66,457 against deferred exploration expenses. The provisions
were a result of management anticipating that they would not continue exploration work on these

properties.

Deferred Exploration Expenses September 30, December 31,
2011 2010
Balance - beginning of period S 8,382,227 S 8,100,884

Current exploration expenses
Consulting 560,314 203,440
Core shack, storage and equipment rental 66,292 21,459
Drilling 759,128 462,834
Environment 135,742 130,101
Geology 299,501 290,000
Geophysics 415,681 76,663
Laboratory analysis and sampling 153,352 663,932
Labour 297,795 270,567
Line cutting 160,058 69,870
Mining property tax and permits 65,821 71,334
Prospecting and surveying 59,728 121,928
Reports, maps and supplies 62,176 19,839
Transport and road access 116,922 59,614
Total current exploration expenses 3,152,510 2,461,581
Impairment provisions (183,841) (1,379,373)
Option revenue offset (66,457) (741,248)
Quebec refundable tax credit recovery - (59,617)
(250,298) (2,180,238)
Current net deferred exploration expenses 2,902,212 281,343
Balance - end of period $ 11,284,439 $ 8,382,227
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12. Payables, accruals and provisions
September 30, December 31,

2011 2010

Trade payable and accrued liabilities fi S 516,091 S 420,391
Sundry liabilities 93,512 173,874
S 609,603 S 594,265

(i) Trade payable and accrued liabilities includes $174,071 related to exploration expenses.

13. Income taxes

Income and mining tax expense (recovery)
Nine months ended
September 30, September 30,

2011 2010

Current S (17,904) S -
Deferred income and mining taxes 442,516 110,359
S 424,612 S 110,359

Refundable tax credit and mining duties recoverable
September 30, December 31,

2011 2010

Quebec refundable tax credit S 59,617 S 59,617
Mining duties recoverable 22,177 183,073
$ 81,794 $ 242,690

The Company applied for certain refundable tax credits in respect of qualifying mining exploration expenses
incurred in the province of Quebec. At September 30, 2011, the Company had accrued $81,794 (December
31, 2010, - $242,690) and future accruals are dependent upon the level and nature of expenditures during
the remainder of the current year.

Deferred tax balances
Impact of flow-

December 31, Recognized rough exploration Recognized September 30,
2010 in profit or loss expenses directly in equity 2011
Temporary differences
Deferred tax assets
Non-capital losses carry
forward S 497,748 $ 56,300 S - S - S 554,048
Share issue expenses 47,311 (10,775) - - 36,536
Property, plant &
equipment 42,745 7,370 - - 50,115
Financial Assets at FVTPL 340,608 - - - 340,608
928,412 52,895 - - 981,307
Less valuation allowance (340,608) - - - (340,608)
587,804 52,895 - - 640,699
Deferred tax liabilities
Mining properties and
deferred exploration
expenses (3,087,912) (495,411) (544,363) - (4,127,686)
Deferred tax liabilities $(2,500,108) $ (442,516) $ (544,363) $ - $ (3,486,987)
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14. Revenue

Three months ended Nine months ended

September 30, September 30,

2011 2010 2011 2010

Option income S 318,428 S 397,500 $ 2,823,346 S 771,500
Metal royalty income 130,257 15,333 493,107 48,933
S 448,685 S 412,833 $ 3,316,453 S 820,433

15. Income (Loss) per share

Basic earnings (loss) per common share is calculated by dividing the net profit or (loss) by the weighted
average number of common shares outstanding during the period. Diluted earnings (loss) per common
share is calculated by dividing the net profit or (loss) applicable to common shares by the weighted average
number of common shares outstanding during the year, plus the effects of dilutive common share
equivalents such as stock options. Diluted net earnings per share is calculated using the treasury method,
where the exercise of options is assumed to be at the beginning of the period and the proceeds from the
exercise of options and the amount of compensation expense measured but not yet recognized in income
are assumed to be used to purchase common shares of the Company at the average market price during the
period

The following table sets forth the computation of basic and diluted income (loss) per share:

Three months ended Nine months ended
September 30, September 30,
2011 2010 2011 2010
Numerator
Income (loss) for the period S 219,198 S 269,410 S 705,339 S (331,046)
Denominator
Weighted average number of common
shares - basic 22,035,675 20,197,675 21,748,135 19,699,519
Effect of dilutive shares
Stock options ("in the money") 944,288 1,395,672 1,219,595 -
Weighted average number of common
shares - diluted 22,979,963 21,593,347 22,967,730 19,699,519
Income (loss) per share
Basic S 001 S 001 S 003 S (0.02)
Diluted S 001 S 001 S 003 S (0.02)

(i) In 2010, the stock options are not included in the computation of diluted loss per share as their inclusion would be anti-dilutive.
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16.

Impacts of changes in accounting policies

The impact of the early adoption of IFRS 9 is described in note 3. The change in accounting policy resulted in
the reclassification of change in the fair value of investments from other comprehensive income to profit
(loss) from continuing operations. The following table sets forth the effect on both basic and diluted
earnings per share.

Effect on profit from continuing operations

Three months ended Nine months ended
September 30, September 30,
2011 2010 2011 2010
Change in accounting policies relating to:
Reclassification and measurement of
financial assets (IFRS 9) $ (96,855) $ 309,047 $ (350,959) $ 338,583

Share capital

Common shares

Authorized - Unlimited common shares with no par value
Changes in Capital Stock

September 30, December 31,
2011 2010

Fully paid common shares Number of shares  Capital Stock Number of shares  Capital Stock
Balance, beginning of year 21,018,008 $ 48,019,236 19,215,074 S 44,580,729
Stock options exercised 851,000 352,116 42,000 48,790
Private placement 0 490,566 1,079,245 1,760,934 3,465,892
Shares issued in connection
with a property acquisition(“) 166,667 500,000 - -
Share issuance costs'"” - (24,000) - (76,175)
Balance, end of year 22,526,241 $ 49,926,597 21,018,008 $ 48,019,236

(i) During the period ended September 30, 2011, the Company issued 490,566 "flow-through" common shares which
generated gross proceeds of $1.3 million (IFRS ascribed fair market value of $1,079,246).

(ii) On March 24, 2011, the Company announced that it had re-acquired the Magusi River property for shares with an
assigned value of $3.00 per share.

(iii) In prior years, the share issuance costs totaled $1,705,477 and were charged to the deficit.

At September 30, 2011, 36,100 (December 31, 2009 - 36,100) common share are held in escrow. These
shares were issued as consideration for a property, which has since been abandoned, thus the shares will
remain in escrow.
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Shareholders Rights Plan

On May 2, 2011, the shareholders approved a Shareholder Rights Plan. The 2011 Rights Plan replaces the
2008 plan, which expired on March 19, 2011. The new plan will be in effect for three years.

The 2011 Plan is designed to provide shareholders and the Board of Directors with adequate time to
consider and evaluate any unsolicited take-over bid made for Globex’s common shares; provide the Board of
Directors with adequate time to identify, develop and negotiate value-enhancing alternatives; encourage
the fair and equal treatment of shareholders in connection with any take-over bid for Globex’s common
shares; and generally to prevent any person from acquiring ownership of or the right to vote more than 20%
of Globex’s common shares while the process undertaken by the Board of Directors is ongoing.

Pursuant to the 2011 Plan, rights were issued and attached to all outstanding common shares. A separate
rights certificate will not be issued until the rights become exercisable. If a person acquires common shares
in breach of the 2011 Plan, each right held by a shareholder, other than the acquiring person and its
affiliates, associates and joint actors, will upon exercise and payment of the exercise price, entitle the holder
of the right to purchase common shares from Globex with a total market value equal to twice the exercise
price of the rights.

The 2011 Plan provides for permitted bids, which must be made from a take-over bid circular, and in
addition to certain other specified conditions must be for all of the outstanding common shares, other than
common shares held by the acquiring person and its affiliates, associates and joint actors, and must remain
open for acceptance by shareholders for at least 60 days from the date that the bid is made.

Stock Options

Under the Company’s stock option plan (the “Plan”), the Board of Directors may from time to time grant
stock options to directors, officers, employees of and service providers to, the Company and its subsidiaries.
Stock options granted under the Plan may have a term of up to ten years, as determined by the Board of
Directors at the time of granting the stock options. Currently, 348,800 options may be granted in addition to
the common share purchase options currently outstanding (December 31, 2010 - 570,000).

The following is a summary of option transactions under the Company’s stock option plan for the relevant
periods.

September 30, December 31,

2011 2010

Weighted Weighted

Number average Number average

of options exercise price of options exercise price
Balance - beginning of period 2,713,500 $0.94 2,855,500 $1.12
Expired - - (205,000) 1.67
Exercised (851,000) 0.32 (42,000) 0.70
Granted - Directors and employees 221,200 2.75 50,000 1.75
Granted - Service providers - - 355,000 1.30
Cancelled - - (300,000) 2.75
Balance - end of period 2,083,700 1.39 2,713,500 $0.94
Options exercisable 1,993,700 $1.32 2,703,500 $0.94

GLOBEX MINING ENTERPRISES INC.

(i) On January 26, 2011, 10,000 options previously issued were exercised at an option price of $1.75 per share.
Globex’s shares closed at $2.64 per share on that date.

2011 THIRD QUARTER REPORT



On March 16, 2011, Jack Stoch, President & CEO and a Director of Globex, exercised 483,000 options with a
weighted average exercise price of $0.30 per share. Globex’s shares closed at $2.42 per share on that date. On the
same date, Dianne Stoch, Executive Vice-President and Corporate Secretary, a Director of Globex, exercised 350,000
options at an option price of $0.32.

The following table summarizes information regarding the stock options outstanding and exercisable as at
September 30, 2011:

Weighted
Number of average
Number of options remaining Weighted
options outstanding contractual average
Range of prices outstanding  and exercisable life (years) exercise price
$0.25-0.34 325,000 325,000 1.07 $0.33
0.75-0.88 510,000 510,000 3.98 0.79
1.00-1.44 765,000 765,000 2.86 1.14
1.65-1.75 90,000 90,000 3.83 1.72
2.75-4.45 393,700 303,700 4.77 3.61
2,083,700 1,993,700 3.19 $1.32

Stock-based compensation and payments

The Company uses the fair value method for stock options granted to directors, officers, employees and non-
employees. Accordingly, the fair value of the options at the date of grant is charged to operations, with an
offsetting credit to contributed surplus, over vesting periods (which can vary from immediate vesting to 3
years). If and when the stock options are exercised, the applicable amounts of contributed surplus are
transferred to capital stock. The Company granted 221,200 stock options to management and directors
during the period ending September 30, 2011 (September 30, 2010 -325,000 options were granted). Globex
uses the Black-Scholes model to estimate fair value using the following weighted average assumptions:

Nine months ended

September

30,

2011 2010

Expected dividend yield nil nil

Expected stock price volatility 70.3% 78.4%
Risk free interest rate 2.38% 2.25%

Expected life 5.01 years 4.85 years
Weighted average fair value of granted options $1.66 $0.79

During the period ending September 30, 2011, the total expense related to stock-based compensation costs
and payments amounting to $293,420 has been recorded and presented separately in the statement of
operations (September 30, 2010 - $259,951).
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17. Related party transactions

Management Compensation

Outlined below is a summary of the total compensation for the respective periods paid to directors and key
management personnel having authority and responsibility for planning, directing and controlling the
activities of the Company (Management personnel includes President & CEO, Executive Vice-President &
Corporate Secretary, and Chief Financial Officer):

Three months ended

Nine months ended

September 30, September 30,
2011 2010 2011 2010
Salary cost
Salaries and other benefits 111,039 S 107,635 S 340,746 S 307,936
Fair value of share-based payments - - 218,483 -
111,039 S 107,635 S 559,229 S 307,936
18. Supplemental cash flow information
Changes in non-cash working capital items
Nine months ended
September 30,
2011 2010
Accounts receivable S (496,422) S (99,439)
Quebec refundable tax credit and mining duties 183,073 -
Prepaid expenses (183,211) 6,107
Accounts payable and accrued liabilities 15,338 254,848
Income tax payable (71,724) -
$ (552,946) $ 161,516
Non-cash financing and investing activities
Nine months ended
September 30,
2011 2010
Disposal of mineral properties for shares S 1,781,000 S 141,500
Transfer of contributed surplus to share capital on exercise of stock option 75,936 17,930
Recovery of property acquisition costs 500,000 -
Refundable tax credit and mining duties 22,177 -

19. Financial Instruments

Capital risk management

The Company manages its common shares, stock options and retained earnings (deficit) as capital. The
Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going
concern while it pursues its objective of enhancing projects, properties or the development of properties to
the benefit of all stakeholders. As a Canadian exploration company, its principal sources of funds consist of;
(a) Option income on properties; (b) Metal royalty income; (c) Investment income; (d) proceeds from the

issuance of common and flow-through shares and (e) other working capital items.

GLOBEX MINING ENTERPRISES INC.
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The Company manages the capital structure and makes adjustments to it in light of operating results in
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital
structure, the Company issue shares, enter into joint venture property arrangements or dispose of
properties.

The Company’s investment policy is to invest its cash in low risk highly liquid short-term interest-bearing
instruments selected with a duration which is expected to align with the Company’s planned expenditures.

The Company monitors capital on the basis of surplus to equity. The components of the surplus are outlined

below:
September 30, December 31,
2011 2010
Cash and equivalents S 1,810,325 S 352,863
Investments 2,306,293 2,870,071
Accounts receivable 870,326 373,904
Refundable tax credit and mining duties 81,794 242,690
Restricted cash 1,000,998 1,969,672
6,069,736 5,809,200
Exploration expenditure obligations (1,000,998) (1,969,672)
Surplus S 5,068,738 S 3,839,528
Owners' equity $ 16,648,616 S 13,818,432

Reclassification of financial assets at the date of initial application of IFRS 9

The table below illustrates the classification and measurement of financial assets under IFRS 9 and IAS 39 at

the initial application, January 1, 2010.

Original
measurement New Revised
category under measurement Original carrying carrying
Financial assets IAS 39 category IFRS 9 amount amount
Cash and cash equivalents Held for trading  Financial assets at  $ - S -
amortized cost
Restricted cash Held for trading Financial assets at 347,883 347,883
amortized cost
Equity investments Available for sale  Financial assets at 178,478 178,478
FVTPL
Debt investments Available for sale  Financial assets at 2,757,865 2,757,865
FVTPL
Accounts receivable Loans and Financial assets at 215,690 215,690
receivables amortized cost
Refundable tax credit and Loans and Financial assets at 230,888 230,888
mining duties receivables amortized cost
Reclamation bonds Available for sale  Financial assets at 125,320 125,320

amortized cost
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The fair values of the Company’s cash and cash equivalents, restricted cash, accounts receivable, accounts
payable and accrued charges approximate their carrying values due to their short-term nature. The equity
investments have been adjusted to reflect the fair market value at the period end based on quoted market
rates.

Financial risk management objectives

The Company’s financial instruments are exposed to certain financial risks including credit risk, liquidity risk,
foreign exchange risk, and interest rate risk.

(a) Credit Risk

The Company had cash and cash equivalents as well as restricted cash which totalled $2,811,323. These
funds are subject to a combination of the $100,000 maximum guarantee per individual institution as
provided by the Canadian Deposit Insurance Corporation (“CDIC”): CDIC, a federal Crown Corporation as
well as a guarantee of $1,000,000 provided by the Canadian Investors Protection Fund (“CIPF”).

The Company does not believe that it is subject to any significant concentration of credit risk. Cash and
cash equivalents are in place with major financial institutions and corporations.

The maximum exposure to credit risk was:
September 30, December 31,

2011 2010
Cash and equivalents S 1,810,325 S 352,863
Investments 2,306,293 2,870,071
Accounts receivable " 870,326 373,904
Refundable tax credit and mining duties 81,794 242,690
Restricted cash 1,000,998 1,969,672

$ 6,069,736 S 5,809,200

(i) Accounts receivable are made up of taxes receivable from government authorities and customer
receivables.

(b) Liquidity Risk
Liquidity risk represents the risk that the Company will not be able to meet its financial obligations as
they fall due. The Company manages liquidity risk through its capital structure and by continuously

monitoring actual and projected cash flows. The Company finances its exploration activities through
flow-through shares, operating cash flows and the utilization of its liquidity reserves.

The Board of Directors reviews and approves the Company’s operating and capital budgets, as well as
any material transactions out of the ordinary course of business.

Contractual maturities of financial liabilities are all under one year.
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(c) Equity market Risk

Equity market risk is defined as the potential adverse impact on the Company's earnings due to
movements in individual equity prices or general movements in the level of the stock market. The
Company closely monitors the general trends in the stock markets and individual equity movements, and
determines the appropriate course of action to be taken by the Company.

The Company currently holds investments in a number of Optionee companies as well as a Canadian
financial institution which are subject to fair value fluctuations arising from changes in the Canadian
mining sector and equity markets and currently these amount to $2,305,966 (December 31, 2010 -
$984,866). Based on the balance outstanding at September 30, 2011, a 10% increase or decrease would
impact profit and loss by approximately $230,000 (2010 - $98,000).

Fair value measurements recognized in the statement of financial position

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is
observable.

e Level 1 - fair value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or liabilities.

e Level 2 - fair value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices).

e Level 3 - fair value measurements are those derived from valuation techniques that include inputs for
the asset or liability that are not based on observable market data (unobservable inputs).

Total financial
assets at fair

Level 1 Level 2 Level 3 value

Financial assets

Cash and cash equivalents S 1,810,325 S - S - S 1,810,325

Restricted cash 1,000,998 - - 1,000,998

Equity investments 524,466 - 1,781,500 2,305,966

Interest in money market funds (debt) 327 - - 327

Reclamation bonds - 125,168 - 125,168
Total financial assets S 3,336,116 S 125,168 S 1,781,500 S 5,242,784

There were no transfers between level 1 and level 2 in the period.
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20. Commitments and contingencies
At the period end, the Company had no outstanding commitments other than in the normal course of
business other than its commitment to incur qualified exploration expenditures to meet its “flow-through”

obligations as described in note 7. At this time, Management anticipates meeting that obligation and as a
result, no additional provisions are required.

21. First time adoption of IFRS
Transition to IFRS

The Company’s consolidated financial statements for the year ending December 31, 2011 will be the first

annual financial statements that comply with IFRS and these interim financial statements were prepared as
described in note 1.

(a) Reconciliation of Equity

A reconciliation between Canadian GAAP and IFRS equity as at January 1, 2010 (date of transition to
IFRS), September 30, 2010 and December 31, 2010 is provided below.

December 31, September 30, January 1,
2010 2010 2010
Total equity under Cdn. GAAP before restatement S 13,606,373 $ 13,966,452 S 12,077,114
Adjustments related to
1. FMV adjustments for marketable securities
Transfer from OCI (80,208) (64,062) 274,521
to Deficit 80,208 64,062 (274,521)
2. Flow-through share accounting adjustments
Transfer to Deficit (914,879) (873,126) (626,872)
Other liabilities 468,934 54,401 40,045
Deferred taxes (680,993) 345,903 (45,010)
from Share Capital 1,126,938 472,822 631,837
3. Share issuance costs
Transfer from Deficit 2,028,236 2,038,820 1,952,061
to Share Capital (2,028,236) (2,038,820) (1,952,061)
Total adjustments to equity 212,059 (400,304) 4,965
Total adjustments Other liabilities (212,059) 400,304 (4,965)
Total equity under IFRS S 13,818,432 S 13,566,148 S 12,082,079

The following paragraphs explain the significant differences between Canadian GAAP and the current

IFRS accounting policies applied by the Company. These differences resulted in the adjustments as
shown in the table above.
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1  Fair market value (FMV) adjustments related to marketable securities

As outlined in note 3 (a), the Company has early adopted, IFRS 9 Financial Instruments and as a
result, it has reclassified previously reported unrealized gains (losses) on available for sale
marketable securities from other comprehensive income to gains and loss through profit and loss.
The treatment has been adopted effective on the transition date of January 1, 2010.

2  Flow-through share accounting adjustments

Under Canadian GAAP, the proceeds from the issuance of flow-through shares were recorded as an
increase in share capital when the proceeds were received. Upon the renunciation of the eligible
expenditures to the subscribers, a future tax charge was recorded as a reduction in share capital
with a related future tax liability being recorded in the balance sheet.

Currently there is no specific IFRS guidance related to the accounting and reporting of these
arrangements. The Company has adopted the CICA Viewpoint which considers the issuance of
flow-through shares in substance; (a) an issue or ordinary share; and (b) the sale of tax deductions.
The sale of tax deductions has been measured based on the relative fair value method. At the
time, the flow-through shares are issued; the sale of tax deductions is deferred and presented as
other liabilities in the statement of financial position because the entity has not yet fulfilled its
obligation to pass on the tax deductions to the investor. When the entity fulfills its obligation; the
sale of tax deductions is recognized in the income statement as a reduction of the deferred tax
expense; and a deferred tax liability is recognized in accordance with IAS 12, Income Taxes, for the
taxable temporary differences between the carrying value of eligible expenditures capitalized as an
asset in the statement of financial position and its tax base.

3 Share issue costs

Under the Company’s previous accounting policy, share issuance costs were charged directly to the
deficit. Under IFRS, the costs have been reclassified as a reduction in share capital.
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(b) Profit and Loss and Total Comprehensive Income (loss) reconciliation
Reconciliation of Profit and Loss and Other Comprehensive Loss

A reconciliation between Canadian GAAP and IFRS Profit and Loss and Other Comprehensive Loss for the
period ended September 30, 2010 and year-ended December 31, 2010 is provided below:

Three months ended Nine months ended Year ended
September 30, September 30, December 31,
2010 2010 2010
Net loss under Canadian GAAP
before restatement S 100,767 S (472,926) S (1,939,879)
Profit adjustments related:
1. FMV adjustments for marketable securities 309,047 338,583 194,313
2. Flow-through share accounting adjustments (140,404) (196,703) (288,007)
Total adjustments 168,643 141,880 (93,694)
Profit (loss) under IFRS $ 269,410 $ (331,046) $ (2,033,573)
Other Comprehensive Loss under Canadian GAAP
before restatement S 309,047 S 338,583 S 194,313
Other Comprehensive Loss adjustments related to:
1. FMV adjustments for marketable securities (309,047) (338,583) (194,313)
Total IFRS adjustments to comprehensive income (309,047) (338,583) (194,313)
Other Comprehensive Loss under IFRS S - S - S -

The following paragraphs explain the differences between Canadian GAAP and the current IFRS
accounting policies applied by the Company. These differences resulted in the adjustments as shown in
the table above.

1  Fair market value (FMV) adjustments related to marketable securities

The adjustment represents the reclassification of unrealized gains (losses) on available for sale
marketable securities from other comprehensive income to gains and loss through profit and loss.

2  Flow-through share accounting adjustments

The adjustment represents the recognition of the expenses related to issuance of “flow-through
shares” during 2010 as well as the renunciation of eligible expenditures to subscribers.

Statement of Cash Flows

(c

~

The IFRS transition adjustments noted above did not have an impact on cash and cash equivalents.
(d) Financial Statement Presentation Changes
The transition to IFRS has resulted in numerous financial statement presentation changes in the

Company’s financial statements, most significantly in the descriptions and level of detail provided in the
supporting notes to the statement of financial position.
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The following table displays the reclassification of items as reflected on the Statement of Financial Position

January 1,
2010
Canadian January 1,
GAAP IFRS IFRS IFRS 2010
Balances Adjustments Reclassifications Balance IFRS Accounts
Current assets
Cash and equivalents S - S - S - S - Cash and equivalents
Marketable securities 2,936,343 - - 2,936,343 Investments
Accounts receivable 215,621 - - 215,621 Other receivables
Quebec refundable tax credit Refundable tax credits and
and mining duties refunds 230,888 - - 230,888 mining duty refunds
Prepaid expenses and deposits 34,031 - - 34,031 Prepaid expenses
3,416,883 - - 3,416,883
Non-current assets
Restricted cash 347,883 - - 347,883 Restricted cash
Reclamation bonds 125,320 - - 125,320 Reclamation bonds
Properties, plant and
Properties and equipment 516,505 - - 516,505 equipment
Mineral properties 2,870,356 - - 2,870,356 Mineral Properties
Deferred exploration expenses 8,100,884 - - 8,100,884 Deferred exploration expenses
Total assets $ 15,377,831 S - S - $ 15,377,831
Current liabilities
Accounts payable and accrued Payables, accruals and
expenses S 270,238 $ - S - S 270,238 provisions
Income tax payable 307,038 - - 307,038 Income tax provisions
Other liabilties - - - - Other liabilities
577,276 - - 577,276
Other Liabilities - 40,045 - 40,045
Future income and mining taxes 2,723,441 (45,010) - 2,678,431 Deferred tax balances
Shareholder's equity
Share capital 45,900,953 631,837 (1,952,061) 44,580,729 Capital
Contributed surplus 3,004,037 - - 3,004,037 Contributed surplus
Retained earnings (Deficit) (36,553,355) (626,872) 1,677,540 (35,502,687) Retained earnings (Deficit)
Accumulated other Accumulated other
Comprehensive loss (274,521) - 274,521 - Comprehensive loss
Total owners' equity 12,077,114 4,965 - 12,082,079
Total liabilities and owners' equity $ 15,377,831 $ (4,965) $ - $ 15,377,831
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22. Subsequent events

On October 18, 2011, the Company raised $530,000 by the issuance of 200,000 common shares which were
sold on a flow-through basis.
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