
GLOBEX MINING ENTERPRISES INC. 

MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL RESULTS 

 For the three (3) month period ended March 31, 2007 

Managements Discussion and Analysis of Financial Results for the three month period ended March 31, 2007 should be read in 
conjunction with the Company’s unaudited March 31, 2006 and audited December 31, 2006 financial statements and their notes.  All 
Globex information including the AIF and press releases are available on SEDAR and on the Company website at 
www.globexmining.com. 

 

Overview 

Globex is a Canadian mining exploration company with a large portfolio of early to mid-stage exploration and development 
properties.  Numerous properties are being actively explored by Globex or its option or joint venture partners, with four of 
them being advanced toward commercial production.  The Company seeks to create shareholder value by acquiring 
properties, enhancing and developing them for optioning, joint venturing or vending, with the ultimate aim of production.  
Optioning exploration properties is one of the strategies Globex employs to manage its extensive mineral property portfolio 
as well as to conserve cash.  This model allows Globex to acquire hard cash while ensuring its properties are being 
explored and still retaining an interest in any future production.  The term option as related to Globex property deals 
should be understood as follows:  in exchange for annual cash and/or share payments and an annual monetary work 
commitment on the property, Globex grants the Optionee the right to acquire an interest in the optioned property.  An 
agreement typically has a multiple year term with escalating annual payments and exploration work commitments.  All 
conditions of the agreement must be met before any interest in the property accrues to the Optionee. Generally, the option 
contract automatically terminates if any single payment or annual work commitment is not met.  Assuming all conditions of 
the option agreement are satisfied, Globex would retain a Gross Metal Royalty (GMR) or other carried interest in the 
property.  Outright property sales also include some form of royalty interest payable when projects achieve commercial 
production.  

Globex Mining Enterprises Inc. trades on the Toronto Stock Exchange under the symbol GMX, in Europe on the Frankfurt, 
Munich, Stuttgart, Xetra and Berlin exchanges under the symbol G1M and GLBXF on the OTCQX in the USA.   
 

Quarterly results 

2007 2006 2005
Q 1 Q 4 Q 3 Q 2 Q 1 Q 4 Q 3 Q 2

Revenue 202,521$    578,333$    833,390$    405,629$    288,218$    331,482$    (4,288)$     234,235$    
Net (loss) profit (44,981)      724,968     (287,383)    197,728     26,794       (145,471)    (158,266)   (28,867)      
(Loss) profit per common 
share - basic & diluted -$           0.04$         (0.02)$        0.01$         -$           (0.01)$        (0.01)$       -$           

 

Results of Operations 

During the 1st quarter 2007, Globex reported a net loss of $44,981, compared to a net profit of $26,794 in 2006.  Gross 
revenue was $202,521 (2006 - $288,123) of which 58% or $117,000 resulted from property option payments.  The 
decrease in option revenue by 43% over the same period in 2006 is due to timing.  Hawk Uranium Inc. continued the 
Grand Calumet option with a cash payment of $25,000 and 250,000 shares valued at $37,500; Gold Bullion Development 
Corp.’s option payment was $35,000 and 100,000 shares valued at $19,500 (Rousseau township).  Partial sales of mineral 
properties are accounted for by applying the proceeds from such sales to the carrying costs of the property and reducing 
these costs to nil prior to recognizing any gains.  Shares received under option agreements are valued at the closing price 
on the contract date and may be discounted to reflect managements’ view of the carrying value of the shares received.   

Management fees totalling $6,918 (2006 - $11,259) were received from the Wood-Pandora JV.  A profit of $36,434 was 
made on the sale of marketable securites (2006 – nil) with interest earned on GIC’s totalling $41,969 (2006 - $4,414). 
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Expenses to March 31, 2007 were $247,502 (2006 - $261,329).  Overall costs were 5% lower than the same period in 
2006, although administration costs increased by $19,000 due to additional personnel, TSX and SEDAR filing fees 
increased by $23,000 and the new OTCQX (Pink Sheets) listing contributed an additional $6,000 to expenses.  Deferred 
exploration write down was greater than 2006 by $18,700.  Stock-based compensation, nil in 2007, compares to $90,000 
in 2006.   Amortization at $7,789 in 2007 exceeded 2006 at $4,534. 

 

Exploration Activities and Mining Properties  

The Company, to the best of its ability, conducts exploration activities in compliance with “Exploration Best Practices 
Guidelines” established by the Canadian Institute of Mining, Metallurgy and Petroleum (CIM) standards with exploration 
programs planned and managed by “Qualified Persons” who ensure that QA/QC practices are consistent with National 
Instrument 43-101 standards.  On all projects, diamond drill core is sampled by a Qualified Person and is split in half with 
one-half of the core analyzed, in the case of gold, by standard fire assay with atomic absorption or gravimetric finish at an 
independent, registered commercial assay laboratory. The second-half of the drill core is retained for future reference. 
Other elements are determined in an industry acceptable manner, for either geochemical trace signatures or metal ore 
grades.    

Drilling re-commenced in mid March 2007 on the Cadillac – Wood joint venture property.  A total of 465 meters was drilled, 
bringing the total meters drilled on this property to 9,811. The Company’s share of project costs, accounted for by using 
proportional consolidation, was $58,255 to March 31st, 2007 (2006 - $133,349). 

The Wood-Pandora, a 50/50 gold-exploration joint venture program, commenced in 2004 with Globex as operator and has 
a historical cost of $3,283,390.  Delineation of the Ironwood Formation is complete with further underground testing in 
progress.  Drilling on the Central Cadillac claims will commence shortly, with expenditures estimated at $400,000.  The 
final payment for acquisition of the Wood property was made, with an additional 60,000 share payment subject to a 
production decision.  The property is further subject to a 2% NSR on production, 1% of which can be purchased for 
$750,000.  The historic mineral resource quoted on the Wood-Pandora property was reported prior to National Instrument 
43-101 and because it does not conform to modern standards, should not be relied upon. 

In early January 2007, a 1,018.2 line-kilometer airborne geophysical survey was conducted over the Chibougamau, 
Senneterre and Cadillac areas of Northern Quebec at a total cost of $140,364. 
 

Mining property taxes to March 31st totalled $16,607 (2006 - $8,400).  Total exploration spending to March 31, 2007 
amounted to $273,560 (2006 - $170,193) 

The Company believes that the carrying cost or book value of mining and exploration properties owned by the Company 
may not fairly represent its assets for any one of the following reasons:  1) Many of the Company’s mineral properties were 
acquired over a 25-year period at nominal costs when commodity prices, and thus property values, were much lower than 
today; 2) An exploration property, previously optioned, may have been reduced to zero costs as a result of option 
payments received.  If the option contract was not completed, the property is still an asset of the Company, for example 
the Mooseland property in Halifax county; and 3) If no significant work has been done on a mineral property in the past 3 
years, it is written off.  The property continues to be held by the Company and may have value as a result of mineral 
deposits thereon and untested exploration targets. 
Equipment additions in 2007 of $6,205 (2006 - $25,345) were composed of computer and software.   

Disclosure Controls and Procedures 

Management is responsible for the information disclosed in this document and has in place the appropriate information 
systems, procedures and controls to ensure that information used internally by management and disclosed externally is, in 
all material respects, complete and reliable.  The involvement of Jack Stoch, President, Dianne Stoch, Secretary-
Treasurer and Debra Turpin, Controller, in the design and operation of disclosure controls and procedures was effective at 
and for the quarter ending March 31, 2007 and provides reasonable assurance that all material information relating to the 
Company is disclosed. 

 

Related Party Transactions 

 
146 – 14th Street, Rouyn-Noranda, Quebec J9X 2J3 

Tel: 819.797.5242   Fax: 819.797.1470   www.globexmining.com 
 

 
 

2

To March 31, 2007, the Company paid management fees to Géoconseils Jack Stoch Ltée (GJSL) for services rendered by 
Jack Stoch in the amount of $22,500 (2006 - $22,500).  Rent totalling $5,300 (2006 - $6,400) was paid to GJSL for office 
space, core shack and facilities and outdoor core storage.  The final payment for the Cadillac – Wood property acquisition 
was made:  $425,250 is a combination of cash $21,000 and 73,500 Globex shares valued at $404,250.  GJSL, which 



holds more than 10% of the Company’s outstanding common shares, is a private company, wholly owned by Jack Stoch, 
President, CEO and a director of the Company.  At March 31, 2007, Globex owed GJSL nil (2006 - nil) for reimbursable 
expenses.  All expenses are reimbursed at cost, with no mark-up.  Dianne Stoch, Secretary-Treasurer, CFO and a director 
of Globex was paid $18,000 (2006 - $18,000) for services rendered to the Company.  

 

Changes in Accounting Policy and Stock-Based Compensation 

On January 1, 2004, the Company adopted, retroactively, without restatement of prior periods, the amended 
recommendations of the Canadian Institute of Chartered Accountants (“CICA”) Section 3870, “Stock-based Compensation 
and Other Stock-based Payments”. These standards define a fair value-based method of accounting and establish that 
compensation costs be measured at the grant date based on the fair value of the options and recognized over the related 
service period. These amendments require that the fair value-based method be applied to options granted to employees, 
which previously had not been accounted for at fair value. Before 2004, the Company did not adopt the fair value method 
of accounting for its options granted to employees and provided in its financial statements pro forma disclosures of net 
earnings and earnings per share as if the fair value method of accounting had been applied. 

Stock-based Compensation  

On May 1, 2007, Globex shareholders approved amendments to security based compensation arrangements – stock 
option plans 1995, 2003 and 2006.  The amendments provide for:  i) a detailed amendment provision replacing the 
existing general amendment provision; ii) the possibility to extend options expiring during or within 10 business days of the 
end of a blackout period imposed by the Company and iii) other minor amendments of a housekeeping nature. 

In 1st quarter 2007 the Company did not grant any stock options (2006 – 50,000 stock options, fair value $90,000).  The 
Black-Scholes option pricing model was created for use in estimating the fair value of freely tradable, fully transferable 
options. The Company’s stock options have characteristics significantly different from those of traded options, and 
because changes in the highly subjective input assumptions can materially affect the calculated values, management 
believes that the accepted Black-Scholes model does not necessarily provide a reliable measure of the fair value of the 
Company’s stock option awards. 

The Company cautions that the Black-Scholes option valuation model was developed for use in estimating the fair value of 
traded options that are fully transferable and have no vesting restrictions. The Company’s stock options are not 
transferable and cannot be traded, thus the Black-Scholes model may overestimate the actual value of the options that the 
Company has granted. Further, the Black-Scholes model also requires an estimate of expected volatility. The Company 
uses its historical volatility rates to calculate an estimate of expected volatility. Changes in the subjective input 
assumptions can materially affect the fair value estimate, and therefore do not necessarily provide a reliable measure of 
the fair value of the Company’s stock options.

Capital Stock 

During 2007, the Company issued 221,400 common shares:  210,000 common shares for the purchase of the Cadillac – 
Wood property and 11,400 common shares as commission under the 2006 private placement flow-through financing.   At 
March 31, 2007, 16,680,950 common shares were outstanding compared to 16,459,550 at December 31, 2006.   

Liquidity and Working Capital 

At March 31, 2007, Globex had cash and cash equivalents of $238,288 compared to $330,213 at December 31, 2006.   At 
the end of the 1st quarter 2007, cash restricted for flow-through expenditures was $1,117,618 (2006 - $1,374,571).  With 
working capital of $5,035,825 (December 31, 2006 - $5,349,091), management believes the cash position is adequate to 
meet current needs.  Marketable securities, carried at the lower of cost or market include CIBC GIC investments of 
$3,574,788 maturing in 2007.  Total current liabilities at March 31, 2007 were $170,853 compared to $178,255 on 
December 31, 2006.  Globex does not have any long-term debt or similar contractual commitments. 

Financial Instruments 

Canadian generally accepted accounting principles require that the Company disclose information about the fair value of 
its financial assets and liabilities. Fair value estimates are made at the balance sheet date based on relevant market 
information and information about the financial instrument. These estimates are subjective in nature and involve 
uncertainties in significant matters of judgment and therefore cannot be determined with precision. Changes in 
assumptions could significantly affect these estimates. The carrying value of cash and cash equivalents, cash restricted 
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for flow-through expenditures, marketable securities, accounts receivable and accounts payable and accrued liabilities 
approximate their fair values due to their immediate or short-term nature. 
 

Risks 
 
Risks beyond the control of the Company come from multiple sources.   
• Metal Prices:  World-wide supply and demand for metals determines metal prices. Higher metal prices spur 

exploration activity and thus drive up the terms at which Globex can option its properties.  The ability of the Company 
to market and/or develop its properties and the future profitability of the Company are directly related to the market 
price of metals. 

• Option Revenue:  Option contracts taken to term can appear extremely lucrative.  However, if exploration results are 
poor in year 1, the property may be returned after only a single payment.  These negative results may further, mean 
share payments received by the Company lose value.  If the main target of a particular property is drilled, the property 
may cease to have exploration potential and thus the ability to generate future option revenue. 

• Government Legislation and Taxation:  Flow-through financing, combined with provincial tax credits for exploring in 
Quebec, are principal sources for financing Globex’s exploration programs.  Any material changes in these programs 
could adversely affect the Company’s operations. 

• Finding and Developing Economic Reserves:  The recoverability of amounts shown for mineral properties and related 
deferred costs 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. 

• Other risks the Company faces are:  renegotiation of contracts, currency exchange fluctuations, permitting, staff 
recruitment and retention, reserves estimation, environmental factors and various other regulatory risks.   

 
Forward-looking Statements 
 
Certain statements in this document are forward-looking and prospective. Such statements reflect management’s 
expectations regarding future growth, performance, business prospects and opportunities. Wherever possible, words such 
as “may,” “will,” “expect,” “intend,” “estimate,” “anticipate,” “plan,” “foresee,” “believe” or “continue” or the negatives of 
these terms or variations of them or similar terminology have been used to identify these forward-looking statements.  
These statements reflect management’s current beliefs and are based on information currently available to management. 
Forward-looking statements involve significant known and unknown risks, uncertainties and assumptions. A number of 
factors could cause our actual results, performance or achievements in future periods to differ materially from the results 
discussed or implied in the forward-looking statements.  Although the forward-looking statements contained in this analysis 
are based upon what management believes to be reasonable assumptions, we can provide no assurance that actual 
results will be consistent with these forward-looking statements.  The forward-looking statements contained herein are 
made as of the date hereof and the Company disclaims any intention, and assumes no obligation, to update or revise 
these forward-looking statements to reflect new events or circumstances. 

Outlook 

Although the Company has no mines in production, it has sufficient funds to meet its current cash requirements.  Rocmec 
Mining Inc. has started regular ore shipments to Xstrata’s Rouyn-Noranda smelter.  A Net Metal Royalty of 5% on all 
metals generated in the production of the first 25,000 gold ounces and 3% on all metals produced thereafter is due from 
Rocmec on all production from the Russian Kid mine.  First Metals Inc., optionee of the Fabie Bay-Magusi River property 
in Hebecourt township, is expected to be in production in 2007.  First Metals Inc. must as of the date of commercial 
production, provide, for no additional consideration, 10% of First Metals’ outstanding shares and pay $250,000 within 30 
days of commercial production being reached; production is subject to a 2% net metal return as well as a 10% net profits 
return payable after the recoup of $10.0 million in capital costs by First Metals Inc.  Strategic Resource Acquisition 
Corporation (“SRA”) acquired significant zinc assets in Tennessee, USA.  SRA is expected to list on the TSX, and 
complete a major financing with production expected by year end 2007.  Globex holds 600,000 common shares of  SRA, 
60,000 SRA warrants, convertible at no additional cost to common shares of SRA, and retains a 1.4% Gross Overriding 
Royalty on all zinc production at an LME zinc price of, at or over US$1.10 or 1% on all zinc production between US$0.90 
and US$1.09.  These royalties will provide the Company with revenue streams to suppliment its hard cash needs. Option 
payments due in 2007 will add operating cash while flow-through monies raised in 2006 will fund Globex’s 2007 
exploration activities.  One of our principal exploration focuses continues to be the Wood-Pandora joint venture project in 
Cadillac township.  The Company continues to actively seek optionees for its numerous and multi-stage exploration 
properties. 
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Additional Information 
 
This analysis should be read in conjunction with the most recent financial statements. Financial information about the 
Company is contained in its comparative financial statements for the fiscal quarters ended March 31, 2007 and 2006 and 
year ended Decmeber 31, 2006.  Additional information about the Company, including the Annual Information Form, is 
available on SEDAR at www.sedar.com.   
 
If you would like to obtain, at no cost to you, a copy of the 2007 and/or 2006 Management’s Discussion and Analysis, 
please send your request to: 

Globex Mining Enterprises Inc. 
146 - 14th Street, Rouyn-Noranda, Quebec J9X 2J3 

 
Telephone: 819.797.5242      Telecopier: 819.797.1470 

Email:  dstoch@globexmining.com 

Authorization 
The contents and the dissemination of this Management’s Discussion and Analysis have been approved by the Board of 
Directors of the Company. 

 
“Jack Stoch” 
Jack Stoch 
Director        

DATED at Rouyn-Noranda, Quebec 
May 8, 2007 
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