SN PLUS INC.
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
FOR THE FOUR-MONTH PERIOD ENDED SEPTEMBER 30, 2011AND
THE THREE-MONTH PERIOD ENDED AUGUST 31, 2010



5N PLUS INC.
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANC IAL POSITION
(Unaudited — all figures in thousands of Unitedt&alollars)

September 30, May 31, June 1,
2011 2011 2010
(Note 18) (Note 18)
$ $ $
ASSETS
Current
Cash and cash equivalents 29,028 28,050 63,077
Temporary investments (restricted) (Note 9) 49,298 51,121 1,911
Accounts receivable (Note 4) 98,070 117,153 4,584
Inventories (Note 5) 339,634 300,055 26,110
Derivative financial assets - 331 1,303
Income taxes receivable 4,212 2,479 443
Other current assets 1,717 1,337 1,026
Total current assets 521,959 500,526 98,454
Property, plant and equipment (Note 6) 97,747 98,371 27,235
Intangible assets (Note 7) 71,408 74,862 1,672
Deferred tax asset 6,442 5,988 1,484
Goodwill (Note 8) 123,916 123,916 4,200
Investments accounted for using the equity method 1,306 1,084 -
Other assets 5,426 1,522 43
Total non-current assets 306,245 305,743 34,634
Total assets 828,204 806,269 133,088
LIABILITIES AND EQUITY
Current
Bank indebtedness and short-term debt (Note 9) 152,383 174,703 -
Accounts payable and other accrued charges 57,941 68,320 4,449
Income taxes payable 11,512 7,421 52
Derivative financial liabilities 4,119 456 -
Long-term debt due within one year (Note 9) 17,612 19,430 595
Total current liabilities 243,567 270,330 5,096
Long-term debt (Note 9) 160,672 128,973 4,012
Deferred tax liability 23,049 23,782 2,984
Retirement benefit obligations 9,689 10,395 -
Derivative financial liabilities 1,902 - -
Other liabilities 10,341 8,799 618
Total liabilities 449,220 442,279 12,710
Equity 378,324 362,698 120,378
Non-controlling interest 660 1,292 -
Total equity 378,984 363,990 120,378
Total liabilities and equity 828,204 806,269 133,088

Commitments (Note 20)

See accompanying notes.



5N PLUS INC.
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF EARNIN GS
(Unaudited — all figures in thousands of Unitedt&alollars, except per share information)

For the four months ended September 30, 2011 wittparative figures for the three months ended

August 31, 2010 (Note 1)

2011 2010
(4 months) (3 months)
(Note 18)
$ $
Revenues 242,289 18,042
Cost of sales (Note 19) 199,432 10,545
Selling, general and administrative expenses (l6)e 16,054 1,734
Other expenses, net (Note 19) 5,454 1,067
Share of profit from joint ventures (221) -
220,719 13,346
Operating income 21,570 4,696
Financial expenses
Interest on long-term debt 2,889 87
Other interest expense 551 (227)
Foreign exchange (gain) loss and derivative (1,760) 756
1,680 716
Earnings before income tax 19,890 3,980
Income tax 4,957 1,186
Net earnings for the period 14,933 2,794
Attributable to:
Equity holders of 5N Plus Inc. 15,565 2,794
Non-controlling interest (632) -
14,933 2,794
Earnings per share attributable to equity holders 65N Plus Inc. (Note 14) 0.22 0.06
Basic earnings per share 0.21 0.06
Diluted earnings per share 0.21 0.06

See accompanying notes.



5N PLUS INC.

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF COMPRE HENSIVE INCOME

(Unaudited — all figures in thousands of Unitedt&alollars)

For the four months ended September 30, 2011 wittiparative figures for the three months ended

August 31, 2010 (Note 1)

2011 2010

(4 months) (3 months)

(Note 18)

$ $

Net earnings for the period 14,933 2,794

Other comprehensive income

Cash flow hedges, net of income tax of $122 (20h0)— (307) -
Currency translation adjustment 114 -

Comprehensive income for the period 14,740 2,794

Attributable to equity holders of 5N Plus Inc. 15,372 2,794
Attributable to non-controlling interest (632) -

See accompanying notes.



5N PLUS INC.

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH F LOWS

(Unaudited — all figures in thousands of Unitedt&alollars)

For the four months ended September 30, 2011 wittparative figures for the three months ended
August 31, 2010 (Note 1)

2011 2010
(4 months) (3 months)
(Note 18)
$ $
Operating activities
Net earningfor the period 14,933 2,794
Net earnings attributable to N-controlling interest (632) -
Net earning«attributable to equity holders of 5N Plus Inc B55 2,794
Adjustments to reconcile net earnings to cash flows
Amortization of property, plant and equipment antngible assets 7,334 702
Share-based compensation expense 168 255
Deferred income tax (1,187) (50)
Share of profit from joint ventures (221) -
Unrealized loss on non-hedge financial instrument 3,213 -
Unrealized gain on long term liabilities (7,124) -
Other (759) (70)
16,989 3,631
Net change in nc-cash working capital balances related to operat{biote 12) (28,969) (3,832)
Cash flows used in operating activities (11,980) (201)
Investing activities
Acquisition of property, plant and equipm (4,645) (2,679)
Acquisition of intangible asse 472) (24)
Temporar investments (restricted) 1,823 32
Acquisition of aconvertible debenture and conversion option - 023)
Cash flows used in investing activities (3,294) (5,695)
Financing activities
Repayment of long-term debt (6,740) (166)
Proceeds from issuance of long-term debt 42,740 -
Net decreasin bank advances and other short-term debt (22,320 -
Issuance of common shares 212 17
Financial instruments — net 1,923 1,303
Others 437 (46)
Cash flows from financing activities 16,252 1,108
Net increase (decrease) in cash and cash equivakent 978 (4,788)
Cash and cash equivalents, beginning of period 28,050 63,077
Cash and cash equivalents, end of period 29,028 58,289
Supplemental information
Income tax paid" 4,396 2,045
Interest paid? 3,248 29

(1) Amounts paid for interest and income taxes werectfd as cash flows from operating activitieshia tondensed interim consolidated statements bf cas
flows.

See accompanying notes.



5N PLUS INC.

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CHANGE S IN EQUITY
(Unaudited — all figures in thousands of Unitedt&alollars except number of common shares)
For the four months ended September 30, 2011 wittparative figures for the three months ended
August 31, 2010 (Note 1)

2011 2010
Number (4 months) (3 months)
Total Equity of shares (Note 18)
$ $
Share Capital
Shareholder’'s Equity
Balance at beginning of period 70,892,62 305,463 81,467
Shares issued on exercise of stock options 66,49¢ 327 27
Balance at end of period 70,959,12 305,790 81,494
Contributed Surplus
Balance at beginning of period 2,367 2,062
Share-based compensation expense 168 255
Exercise of stock options (115) (11)
Balance at end of period 2,420 2,306
Retained Earnings
Balance at beginning of period 54,868 36,895
Net earnings attributable to equity holders of NsRnc.
for the period 15,565 2,794
Share issue expenses (net of income tax of $36) 201ll) (126) -
Balance at end of period 70,307 39,689
Accumulated Other Comprehensive Income
Balance at beginning of period - -
Cash flow hedges (net of income tax of $122; 20h)- (307) -
Currency translation adjustment 114 -
Balance at end of period (193) -
Total shareholder’s equity at end of period 378,324 123,489
Non-Controlling Interest
Balance at beginning of period 1,292 -
Non-controlling interest (632) -
Balance at end of period 660 -
Total Equity 378,984 123,489

See accompanying notes.



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

NOTE 1 — GENERAL INFORMATION AND STATEMENT OF COMPL IANCE WITH IFRS

Nature of operations

5N Plus Inc. (“5N” or the “Company”) is a Canadibased international company whose shares are Iistetthe
Toronto Stock Exchange (“TSX"). The head officdasated at 4385 Garand, Ville St-Laurent, Quebe®& 284.
5N and its subsidiaries represent the “Company” traead throughout these condensed interim congelida
financial statements. The Company has two repathbkiness segments, namely Electronic Materiatls Eoo-
Friendly Materials. Corresponding operations antivities are managed accordingly by the Companyey k
decision-makers.

The Electronic Materials segment is headed by &¥iesident who oversees locally managed operaitioNsrth
America, Europe and Asia. Main products are asgattiwith the following metals: cadmium, gallium,rigenium,
indium and tellurium. These metals are sold eithexzlemental or alloyed form as well as in the fasfrchemicals
and compounds.

The Eco-Friendly Materials segment is so labelleddose it is associated mainly with bismuth, onthefvery few
heavy metals known for having no detrimental effecteither human health or the environment. Thggramt is
headed by a Vice-President who oversees locally ageah operations in Europe and China. The segment
manufactures and sells refined bismuth and bisrmligmicals, low melting point alloys as well asmefi selenium
and selenium chemicals.

The Company changed its financial year-end from ayo December 31. These first interim financtataments
for the four-month period ended September 30, 20dliide four months of results with comparativeufigs for the
three-month period ended August 31, 2010.

These unaudited condensed interim consolidatechdinhstatements have been prepared in accordaiticd RRS

applicable to the preparation of interim financs&htements, includinAS 34 and IFRS 1. Subject to certain
transition elections disclosed in Note 18, the Camphas consistently applied the same accountifigigoin its

opening IFRS statement of financial position agwate 1, 2010 and throughout all periods presergdf these
policies had always been in effect. Note 18 disgdafie impact of the transition of IFRS on the Canys reported
financial position, financial performance and cdlstws, including the nature and effect of signifitachanges in
accounting policies from those used in the Compaoghsolidated financial statements for the yededrMay 31,
2011.

These unaudited condensed interim consolidateddinhstatements do not include all the informatiequired for
full annual financial statements. The accountindicpgs have been selected to be consistent witlicipsl the
Company expects to adopt in its consolidated firrdnstatements as at and for the seven-month pesiating
December 31, 2011, the Company’s first annual IF&#rting date. Previously, the Company prepargihterim
and annual consolidated financial statements iora@emce with Canadian generally accepted accouptimgiples
(“Canadian GAAP").

The adoption of IFRS resulted in changes to thewaating policies as compared with the most recemual
financial statements prepared under Canadian G/SABject to certain transition elections disclosetiote 18, the
accounting policies set out below were consisteapiplied to all periods presented unless otherwated. They
also have been applied in the preparation of amiogd FRS statement of financial position as ateJtin2010, as
required by IFRS 1. The impact of the transitiamnirCanadian GAAP to IFRS is explained in Note 18.



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

The standards and interpretations within IFRS algest to change and accordingly, the accountirigips for the
annual period that are relevant to these unauditedlensed interim consolidated financial statemeuilis be
finalized only when the first annual IFRS financtdtements are prepared for the period endingbleee31, 2011.

The policies applied in these financial statemangsbased on IFRS issued and outstanding as ohikered, 2011.
These unaudited interim consolidated financialestents should be read in conjunction with the Caomijsa
May 31, 2011 annual consolidated financial stateameepared in accordance with Canadian GAAP and in
consideration of the IFRS transition disclosuresluded in Note 18 to these unaudited condensedirmte
consolidated financial statements.

These unaudited condensed interim consolidateddinbstatements for the four-month period endgate&Saber 30,
2011 were authorized for issuance by the Boardidiors of the Company on December 5, 2011.

NOTE 2 — SUMMARY OF ACCOUNTING POLICIES

The principal accounting policies applied in thegaration of these financial statements are sdielotv.
Basis of preparation

The unaudited condensed interim consolidated filshrstatements of 5N have been prepared in accoedaith
IFRS and IFRIC interpretations. These financialesteents have been prepared under the historicatoasention.

The preparation of financial statements in confeynwith IFRS requires the use of certain criticaktaunting
estimates. It also requires management to exeitsiggdgment in the process of applying the Compaagcounting
policies. The areas involving a higher degree dfjuent or complexity, or areas where assumptiodseatimates
are significant to the unaudited condensed inteamsolidated financial statements are also disdlgs&lote 2.

Basis of consolidation
Business combinations

Business combinations are accounted for using tluisition method. The acquisition method involvbe
recognition of the acquiree’s identifiable assetd habilities, including contingent liabilitiesegardless of whether
they were recorded in the financial statementsrgdacquisition. On initial recognition, the assand liabilities of
the acquired subsidiary are included in the conel@e®nsolidated statement of financial positiothair fair values,
which are also used as the basis for subsequerstumgaent in accordance with the Company’s accogipaticies.
Non-controlling interest is measured at the failugaof the identifiable assets and liabilities doggh Goodwill
represents the excess of the fair value of theideration paid over the fair value of the Compamsfsre of the
identifiable net assets of the acquiree at the datecquisition. Acquisition-related costs paidthird parties are
expensed as incurred unless they are costs rétathd issuance of debt or equity instruments.

Subsidiaries

Subsidiaries are entities controlled by the pamhpany, where control is defined as the powerdeem the
financial and operating policies of an entity sd@sbtain benefit from its activities. In genertéle parent company
owns more than 50% of the voting rights of its sdiasies. The effects of potential voting rightsittare currently
exercisable are considered when assessing whath&okexists. Subsidiaries are fully consolidafexin the date
that control commences, and are deconsolidated tinerdate that control ceases.



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

Jointly controlled entities

A joint venture is a contractual arrangement whegreltompany and other parties undertake an econaactiity
that is subject to joint control; that is, when thteategic financial and operating policy decisioakting to the
activities require the unanimous consent of theigemisharing control. The Company reports its ggts in jointly
controlled entities using the equity method of acttng.

Under this method, an acquired investment in a jeémture is also subject to the acquisition mettdolwever, any
goodwill or fair value adjustment attributable teetCompany’s share in the joint venture is inclugiethe amount
recognized as investment in a joint venture. Tisalte, assets and liabilities of the joint ventare incorporated in
the condensed consolidated financial statementgyubie equity method of accounting. Under the gquiethod,

investments in joint ventures are carried in thasotidated statement of financial position at costadjusted for
post-acquisition changes in the Company’s sharth®fet assets of the joint venture less any impait in the

value of the investment. All subsequent changegbddCompany’s share of interest in the equity efjtint venture

are recognized in the carrying amount of the inwestt. Changes resulting from the net earnings s8 generated
by the joint venture are reported within share @ity from joint ventures in the condensed consdbd statement
of earnings. These changes include subsequentiaatimm or impairment of the fair value adjustmeotassets and
liabilities. When the Company’s share of lossea joint venture equals or exceeds its intereshénjoint venture,
including any unsecured receivables, the Compamg thot recognize further losses unless it has ieddegal or

constructive obligations or made payments on betfathe joint venture. If the joint venture subsently reports

profits, the Company resumes recognizing its sldrhose profits only after its share of the pofxceeds the
accumulated share of losses that has previousligesr recognized.

Changes resulting from other comprehensive incofridae joint venture or items recognized directlytire joint
venture’s equity are recognized in other compreilverincome or equity of the Company, as applicable.

Foreign currency translation

a) Functional and presentation currency
The Company’s presentation currency is the US doBanctional currency is determined for each af th
Company’s entities, and items included in the foiahstatements of each entity are measured usiag t
functional currency.

b) Transactions and balances
Transactions denominated in a foreign currencytramslated into the functional currency using thkehange
rate prevailing at the date of the transaction. &ary assets and liabilities denominated in a preurrency

are translated into the functional currency at thiee of exchange in effect at each reporting datreign
exchange gains and losses are recognized in prdbss.



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

c) Group companies

The results and financial position of all the groemtities (none of which has the currency of a
hyper-inflationary economy) that have a functiomailrrency different from the presentation currencg a
translated into the presentation currency as falow

i) assets and liabilities for each balance sheet predare translated at the closing rate at the afateat
balance sheet;

i) income and expenses for each income statementaargated at average exchange rates (unless this
average is not a reasonable approximation of thmutative effect of the rates prevailing on the
transaction dates, in which case income and expeaige translated at the rate on the dates of the
transaction); and

iii) all resulting exchange differences are recogniremthier comprehensive income.

Upon consolidation, exchange differences arisingmfrthe translation of the net investment in foreign
operations, and of borrowings and other currensyriments designated as hedges of such investrasts,
included in other comprehensive income. When aidareperation is partially disposed of or sold, lexege
differences that were recorded in equity are remghin the income statement as part of the gailogs on
sale.

Goodwill and fair value adjustments arising on #eguisition of a foreign entity are treated as @ssad
liabilities of the foreign entity and are transtheg the closing rate.

Borrowing costs

Borrowing costs are generally expensed as incuexedpt when they relate to the financing of qualfyassets that
require a substantial period of time to get ready their intended use. Qualifying assets include tost of
developing intangible assets and constructing nawiliies. Borrowing costs related to qualifyingsats are
capitalized up to the date when the asset is rimdts intended use.

Where funds are borrowed specifically to finanger@ject, the amount capitalized represents theahttorrowing
costs incurred net of any investment income eaometthe investment of those borrowings.

Where the funds used to finance a project form glageneral borrowings, the amount capitalizedaisated using
a weighted average of rates applicable to releganéral borrowings of the Company during the period

Segment reporting

In identifying its operating segments, managememegally follows the Company’s service lines, whiepresent
the main products provided by the Company. The Gompoperates in two principal segments: the Eleatro
Materials division and the Eco-Friendly Materialgision. Discrete operating and financial infornaetiis available
for these segments and is used to determine opgiatirformance for each segment and to allocateiress.

The Electronic Materials segment is associated wiéhfollowing metals: cadmium, gallium, germaniumgium
and tellurium. These are sold either in elementallloyed form as well as in the form of chemicatgl compounds.
Typical end-markets include photovoltaics (solaergy), medical imaging, light emitting diodes (LE@)isplays,
high-frequency electronics and thermoelectrics.



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

The Eco-Friendly Materials segment manufactures seil$ refined bismuth and bismuth chemicals, lowltimg
point alloys as well as refined selenium and selentchemicals. These are used in the pharmaceatichbnimal-
feed industry as well as in a number of industrigblications including coatings, pigments, metagjical alloys and
electronics.

Each operating segment is managed separately ds afathese service lines requires different tecbgials,
resources and marketing approaches. All inter-sagrnransactions between the Electronic Materiald #me
Eco-Friendly Materials segments have been eliméhateconsolidation.

Corporate expenses associated with the head ddfideunallocated selling, general and administragixpenses
together with financing costs, gains and/or losseforeign exchange and the amortization of inthleghssets have
been regrouped under the heading Corporate.

Revenue recognition

Revenue is comprised of the sale of manufacturedymts and the rendering of services and is meadsirthe fair
value of the sale of manufactured products, neintercompany sales, value-added tax, and estimaistbmer
returns and allowances at the time of recognitidre estimates of fair value are based on the Coy'péistorical
experience with each customer and the specifieaoli arrangement.

Revenue from the sale of manufactured productscaistbm refining activities is recognized when tieks and
rewards of ownership have been transferred to tlyerb(which generally occurs upon shipment) andectdbility
of the related receivables is reasonably assuredeiiie is recognized when: (i) it can be measwekabty; (i) it is
probable that the economic benefits associated tivthransaction will flow to the entity and; (ithe costs incurred
or to be incurred can be measured reliably.

Management uses its best estimate to record rewghee the measurement of the revenue is not yetrdeted and
the criteria above are met.

Goodwill

Goodwill represents the excess of the cost of ajuieed business over the fair value of the idemii® assets
acquired, and liabilities assumed. Goodwill is eédstor impairment on an annual basis and is camiedost less
accumulated impairment losses.

Property, plant and equipment

Property, plant and equipment are recorded atazabtepreciated over their estimated useful livea straight-line
basis over 25 years for buildings, 10 years fodpotion equipment, ranging from 3 to 10 years toniture, office
equipment and rolling stock, and over the termhef lease for leasehold improvements. As no findeful life for
land can be determined, related carrying amounés rext depreciated. Consistent with IAS 16, “sigraifit
components” with different useful lives from theiginal asset purchased or constructed are idedtifiad
depreciated using a representative useful life lkémiance and repairs are charged to expense aseidicu

However, “major overhauls and replacements” ardtaliged to the statement of financial positionaseparate
component, with the replaced part or previous cagrderecognized from the statement.

Construction in progress is not depreciated untit mto use. Costs are only capitalized if they dieectly
attributable to the construction or developmerthefassets.

10



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

Residual values, method of amortization and uséfel of the assets are reviewed annually and agglust
appropriate.

The carrying values of property, plant and equipnvelmch exceed their recoverable amounts are writtewn to
their recoverable amount and are recognized irctiielensed consolidated statement of earnings iige&irment
section below). Gains or losses arising on the adigp of property, plant and equipment are deterdhiag the
difference between the disposal proceeds and theyiig amount of the assets and are recognizedhén
consolidated statement of earnings in expenses, net

Intangible assets

Intangible assets are amortized on a straightdasss over the period stated below.

Periods
Software 5 years
Intellectual property 10 years
Customer relationships 10 years
Technology 5 years
Development costs Not exceeding 10 years
Trade name and non-compete agreements 2 t0 5 years

Tests for impairment of intangible assets are cotatliwhenever facts or circumstances indicatettietarrying
amount may exceed its recoverable amount.

Leases

Leases are classified as finance leases if the @oynbears substantially all risks and rewards ofienship of the

leased asset. At the inception of the lease, tlatedk asset is recognized at the lower of fair #and the present
value of the minimum lease payments and a correpgramount is recognized as a finance lease dhliga_ease

payments are split between finance charges andethection of the finance lease obligation to achiavconstant
proportion of the capital balance outstanding. Rogacharges are charged to net earnings overdke term.

All other leases are classified as operating lea®perating lease payments are recognized as ansxmon a
straight-line basis over the lease term.

Impairment of non-financial assets
I mpairment of goodwill

For the purposes of assessing impairment, assetgrauped at the lowest levels for which there largely

independent cash inflows. As a result, some assettested individually for impairment and some tested at the
cash-generating unit (“CGU”) level. Goodwill is @thted to CGUs or groups of CGUs for impairmentings
purposes based on the level at which managementar®it, which is not higher than an operatingraegt. The
allocation is made to those CGUs or group of CGhis tire expected to benefit from synergies of #ated

business combination in which the goodwill arises.

Corporate head office assets and expenses ardlowstad to CGUs or groups of CGUs. CGUs to whickdyvill

has been allocated are tested for impairment at lanually and whenever there is an indication tie unit may
be impaired. This testing is done by comparing dagying amount of the unit, including the goodwillith the
recoverable amount of the unit.

11



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

The recoverable amount of an asset or CGU is thater of its value-in-use and its fair value lesstg to sell. To
determine the value-in-use, management estimatescted future cash flows from each CGU and detersnin
suitable discount rate in order to calculate thresent value of those cash flows. The data useithfmirment testing
procedures are directly linked to the Company’edapproved budget, adjusted as necessary todexttia effects
of future reorganizations and asset enhancemeigsolnt factors are determined individually for leg@GU and
reflect their respective risk profiles as assedsedhanagement. Impairment losses for a CGU aredilscated to
reduce the carrying amount of goodwill allocatedhtat CGU and the remainder is allocated to otlsset of the
unit on a pro rata basis. Goodwill impairment I@saee not reversed.

I mpairment of other non-financial assets

Non-financial assets with finite lives are testedifmpairment when events or changes in circumstaiicate that
their carrying amounts may not be recoverable daiteon, non-financial assets that are not amodtiaee subject to
an annual impairment assessment. Any impairmestitsecognized for the amount by which the assettsying

amount exceeds its recoverable amount within egsniri continuing or discontinued operations, asampate. The
Company evaluates impairment losses for poteng@génsals, other than goodwill impairment, when ¢veor

changes in circumstances warrant such consideration

Financial instruments

Financial assets and financial liabilities are griped when the Company becomes a party to theramingl
provisions of the financial instrument. Financiatets are derecognized when the contractual righke cash flows
from the financial asset expire, or when the finaihasset and all substantial risks and rewarddraresferred. A
financial liability is derecognized when it is exguished, discharged, cancelled or expires. Fimhragsets and
financial liabilities are measured initially at faialue plus transaction costs, except for findressets and financial
liabilities carried at fair value through profit toss, which are measured initially at fair val&mancial assets and
financial liabilities are measured subsequentlgescribed below.

Financial assets

For the purpose of subsequent measurement, finaamsets other than those designated and effeatiieedging
instruments are classified into the following caieégs upon initial recognition:

» Loans and receivables;

 Financial assets at fair value through profit @sto
* Held to maturity investments; and

« Available-for-sale financial assets.

The category determines subsequent measurememlagttier any resulting income and expense is rezednin

net earnings or other comprehensive income. Allrfirial assets except those at fair value througfitmr loss are
subject to review for impairment at least at eagporting date. Financial assets are impaired wheretis any
objective evidence that a financial asset or a groufinancial assets is impaired. Different ciieto determine
impairment are applied for each category of finahassets, which are described below. All income expenses
relating to financial assets that are recognizedhi condensed consolidated statement of earnsggpt for

impairment of trade receivables, are presentedfieiCGexpenses, net.

12



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments thanatejuoted in
an active market. After initial recognition, theseameasured at amortized cost using the effectitarést method,
less provision for impairment. Discounting is omittwhere the effect of discounting is immateridle TTompany’s
trade and other receivables fall into this categufrfinancial instruments. Individually, significareceivables are
considered for impairment when they are past dualmen other objective evidence is received thapecific
counterparty will default. Impairment of trade radbles are presented in Selling, general and &adtrative
expenses.

Financial assets at fair value through profit aos$|

Financial assets at fair value through profit @slinclude financial assets that are either ciassifs held for trading
(previously under Canadian GAAP) or that meet @ertanditions and are designated at fair valueughoprofit or
loss upon initial recognition. All derivative finaial instruments fall into this category, except floose designated
and effective as hedging instruments, for whichitédge accounting requirements apply.

The Company may designate financial assets avdhie through profit or loss based on the natuiktaning of
when those financial assets may be settled. Finhassets which management holds to settle inwiahn the near
term (1 year) are usually designated as fair vétweugh profit or loss. Examples include, but aot limited to,
investments in short-term money market funds amkéas’ acceptance notes. Designating financialtassfethis
nature as fair value through profit or loss witrsificantly reduce recognition inconsistencies hptaring gains and
losses in the period which they occurred.

Assets in this category are measured at fair vaitle gains or losses recognized in net earnings. fair values of
derivative financial instruments are determinedrbference to active market transactions or usingalaation
technique where no active market exists.

Financial liabilities

The Company’s financial liabilities include borrowgs, trade and other payables and derivative fiahnc
instruments. Financial liabilities are measuredamtortized cost using the effective interest methaxdept for
financial liabilities held for trading or designdtat fair value through profit or loss, which agereed subsequently
at fair value with gains or losses recognized ine@enings.

All derivative financial instruments that are n@stgnated and effective as hedging instrumenta@reunted for at
fair value through the consolidated statement ofiags. All interest-related charges and, if apgbie, changes in
an instrument’s fair value that are reported indbesolidated statement of earnings are includddreign exchange
(gain) loss and derivative.
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5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

Hedge accounting

Designation as a hedge is only allowed if, botithatinception of the hedge and throughout the heagid, the
changes in the fair value of the derivative and -derivative hedging financial instruments are expécto
substantially offset the changes in the fair valtithe hedged item attributable to the underlyiis§g exposure. The
Company formally documents all relationships betwde hedging instruments and hedged items, asawétb risk
management objectives and strategy for undertakamgpus hedge transactions. This process incluidémg all
derivatives to forecasted cash flows or to a spreifset or liability. The Company also formallycdments and
assesses, both at the hedge’s inception and ongwing basis, whether the hedging instruments igitdyheffective
in offsetting the changes in the fair value or célsivs of the hedged items. There are two permitiedging
strategies.

Fair value hedges

The Company generally applies fair value hedge atiing to certain interest-rate derivatives anaifgm exchange
forward contracts hedging the exposures to changdise fair value of recognized financial assetd éinancial
liabilities. In a fair value hedge relationshipjrgaor losses from the measurement of derivatidging instruments
at fair value are recorded in net earnings, whiag or losses on hedged items attributable tdhélugyed risks are
accounted for as an adjustment to the carrying atnofihedged items and are recorded in net earnings

Cash flow hedges

The Company generally applies cash flow hedge adouyto forward foreign exchange contracts andragdt-rate
derivatives entered into to hedge foreign exchangies on forecasted transactions and recognizedtsasnd
liabilities. In a cash flow hedge relationship, fartion of gains or losses on the hedging itent ihdetermined to

be an effective hedge is recognized in Other cohgrsive income, while the ineffective portion isamled in net
earnings. The amounts recognized in Other compedenincome are reclassified in net earnings as a
reclassification adjustment when the hedged itefiectsf net earnings. However, when an anticipat@astction is
subsequently recorded as a non-financial asset,atheunts recognized in Other comprehensive income a
reclassified at the initial carrying amount of tletated asset.

Inventories

Inventories are stated at the lower of cost andewizable value. Cost includes all expenses tyrettributable to
the manufacturing process as well as suitable gaatof related production overheads based on noopeiating
capacity. Costs of ordinarily interchangeable iteans assigned using a weighted average formularéddizable
value is the estimated selling price in the ordin@urse of business less any applicable sellipgeses. When the
circumstances that previously caused inventoridmtaritten down below cost no longer exist or wkigare is clear
evidence of an increase in net realizable valuaulmsz of changed economic circumstances, the ambtime write-
down is reversed (i.e. the reversal is limited he amount of the original write-down) so that thewncarrying
amount is the lower of the cost and the revisedesdizable value.

From time to time, when substantially all requirasv material is in inventory, the Company may cleotis enter
into long-term sales contracts at fixed prices. Toantity of raw material required to fulfill thes®ntracts is
specifically assigned and the average cost of #ve material of this inventory is accounted for thghout the
duration of the contract.

14



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

Income taxes

The tax expense for the period comprises currethtdeferred tax. Tax is recognized in the condermsedolidated
statement of earnings, except to the extent thedlittes to items recognized in Other comprehenisiszeme or
directly in Equity. In this case, the tax is alsxaognized in Other comprehensive income or direictl¥Equity,
respectively.

The current income tax charge is calculated orbtses of the tax laws enacted or substantivelytedaat the date
of the statement of financial position in the coigst where the Company and its subsidiaries oparadegenerate
taxable income. Management periodically evaluatestions taken in tax returns with respect to $itues in which

applicable tax regulation is subject to interpiietat It establishes provisions where appropriatetiun basis of
amounts expected to be paid to the tax authorities.

Deferred income tax is recognized, using the lighifhethod, on temporary differences arising betwéne tax bases
of assets and liabilities and their carrying ameuntthe condensed consolidated financial statesnétwwever,
deferred tax liabilities are not recognized if ttaise from the initial recognition of goodwill; féered income tax is
not accounted for if it arises from initial recofyon of an asset or liability in a transaction atliegan a business
combination that at the time of the transactioeet neither accounting nor taxable profit or I@sferred income
tax is determined using tax rates (and laws) tletehbeen enacted or substantively enacted by ttee adahe
statement of financial position and are expecteabjaly when the related deferred income tax ass&ialized or the
deferred income tax liability is settled.

Deferred income tax assets are recognized onlheoektent that it is probable that future taxaliefipwill be
available against which the temporary differences loe utilized.

Deferred income tax is provided on temporary défees arising on investments in subsidiaries asdcases,
except for deferred income tax liability where threing of the reversal of the temporary differemgeontrolled by
the group and it is probable that the temporarfedéhce will not reverse in the foreseeable future.

Deferred income tax assets and liabilities areedffghen there is a legally enforceable right tasetffcurrent tax
assets against current tax liabilities and whendiferred income tax assets and liabilities refatencome taxes
levied by the same taxation authority on eithergame taxable entity or different taxable entitidere there is an
intention to settle the balances on a net basis.

Cash and cash equivalents
Cash and cash equivalents comprise cash on handeandnd deposits. Cash equivalents may also indlad&

notes, as well as short-term money market instrasnaith maturities of three months or less at tlae dof
acquisition, which can be immediately converted iteish upon acquisition.
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(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

Employee future benefits
The Company contributes to a defined benefit penglan.
The significant policies related to employee futbemefits are as follows:

The cost of pension and other post-retirement liisnedrned by employees is actuarially determirgdguthe
projected benefit method pro-rated on service, etarkerest rates and management’s best estimatepetted
plan investment performance, retirement ages of@maps and expected health care costs.

- Fair value is used to value the plan assets foptinpose of calculating the expected return on pksets.

— Under this method, the differences between theahctiurns and the expected returns, in exces9%f df
the greater of the accrued benefit obligation orkelarelated value of plan assets, are amortizezt the
average future expected lifetime of plan participan

— Cumulative unrecognized net actuarial gains andelesn excess of 10% of the greater of the accrued
benefit obligation or market-related value of ptasets at the beginning of the year are amortizedtbe
estimated average remaining service life of platigpants.

Share-based payment transactions

The fair value of equity-settled share-based paymplkams is determined using the Black-Scholes modéhe grant
date. Measurement inputs include share price onsunement date, exercise price of the instrumerpeebed
volatility, weighted average expected life of tmstrument, expected dividends, expected forfeitate, and the
risk-free interest rate. The impact of service ammh-market vesting conditions is not taken intoocact in
determining fair value. The compensation expense¢hefequity-settled awards is recognized in thedeosed
consolidated statement of earnings over the gradsting period where the fair value of each tranishecognized
over its respective vesting period.

For cash-settled share-based payment plans, thpetmation expense is determined based on thedhie wof the
liability incurred at each reporting date until thieard is settled. The fair value of the liabilisymeasured using the
Black-Scholes model, taking into consideration tiens and conditions attached to each grant anck:ttent to
which the employees have rendered service to date.

Earnings per share

Basic earnings per share is calculated by dividiregnet earnings for the period attributable toitgcuwners of the
Company by the weighted average number of commarestoutstanding during the period.

Diluted earnings per share is calculated usingreesury stock method. Under this method, earniegshare data
are computed as if the options were exercisedeabdginning of the year (or at the time of issuaifdater) and as
if the funds obtained from the exercise were useglrchase common shares of the Company at thagevenarket
price during the period.

Significant management estimation and judgment in plying accounting policies

The following are significant management judgmargsd in applying the accounting policies of the @any that
have the most significant effect on the financtatesments.
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Estimation uncertainty

When preparing the condensed consolidated finastatments, management undertakes a number ahgardg,

estimates and assumptions about recognition andsurezaent of assets, liabilities, revenues and esgmn
Estimates and underlying assumptions are reviewe@ro ongoing basis. Revisions to accounting estisnate

recognized in the period in which the estimatesravesed and in any future periods affected.

Information about the significant judgments, estesaand assumptions that have the most signifiedi@tt on the
recognition and measurement of assets, liabilitegnues and expenses are discussed below.

I mpairment

An impairment loss is recognized for the amountvidyich an asset’'s or CGU’s carrying amount exceesls i
recoverable amount, which is the higher of faiugdless cost to sell and value-in-use.

To determine the value-in-use, management estim@tpected future cash flows from each asset or GGt
determines a suitable interest rate in order toutate the present value of those cash flows. énptocess of
measuring expected future cash flows, managemetkiesnassumptions about future operating resultsséhe
assumptions relate to future events and circumstanthe actual results may vary, and may causefisatt
adjustments to the Company’s assets in future geritn most cases, determining the applicable discoate
involves estimating the appropriate adjustment soket risk and the appropriate adjustment to agsetific risk
factors.

Business combinations

On initial recognition, the assets and liabilit@fshe acquired business are included in the cadeteld statement of
financial position at their fair valuetn measuring fair value, management uses estinatest future cash flows
and discount rates; however, the actual results vaay. Any measurement changes from initial rectgmiwould
affect the measurement of goodwill.

Useful lives of depreciable assets

Management reviews the useful lives of depreciaddsets at each reporting date. At September 301,201
management assessed that the useful lives repedstetexpected use of the assets to the Company.

Inventories

Inventories are measured at the lower of cost aeid realizable value. In estimating net realizabidues,
management takes into account the most reliabldeage available at the time the estimates are mgke.
Company’s core business is subject to changesréigio policies and internationally accepted metadgs which
may cause selling prices to change rapidly.

I ncome taxes

The Company is subject to income taxes in numeparisdictions. Significant judgment is requireddetermining
the worldwide provision for income taxes. There an@ny transactions and calculations for which thienate tax
determination is uncertain. The Company recogriagdities for anticipated tax audit issues basedestimates of
whether additional taxes will be due. Where thalftax outcome of these matters is different from @amounts that
were initially recorded, such differences will ingbahe current and deferred income tax assetsiahilities in the
period in which such determination is made.
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NOTE 3 — BUSINESS ACQUISITIONS

The Company acquired two businesses in the yeardehthy 31, 2011. These acquisitions were recoradeeuthe
purchase method and the earnings of the acquirgiddrsses were consolidated from the date of tlegiiaition.

2011
MCP Group SA

On April 8, 2011, the Company acquired 100% of MG®up SA (“MCP”). MCP is a producer and distributdr
specialty metals and their chemicals, includingrhith, indium, gallium, selenium and tellurium. lasvacquired for
the following considerations: cash consideratiot4$%226 (€105,794), promissory note and holdbacketwdors:
$89,335 (€61,879), and common shares of 5N: 117977common shares at CA$7.73 per share for a cenadidn
of US$91,917, for a total consideration of $330,4T8ansaction costs were approximately $1,810 aedew
recorded as an expense. The price of CA$7.73 meeshas established by taking the closing markieeof 5N
shares on April 8, 2011 minus a 20% discount, basethe value of a put option estimated using tlalBScholes
pricing model to reflect the lock-up period on thehares. The purchase price was allocated onimimary basis.
The Company is in the process of evaluating thevidue of the intangible assets and property,t@ad equipment.

The acquisition of MCP enhances the Company’s lshife position in the clean technology market, txsaa
worldwide sourcing, production and distribution tRdem. It allows 5N to significantly expand its efing of metals,
chemicals and compounds to the clean technologkaharth a worldwide platform. It is also expectiedcreate a
number of opportunities to source raw materialduce production costs and develop new markets.

MCP has provided more than $200 million of revenieeshe 4 months ended September 30, 2011. Tmep@ny
is unable to calculate with precision the contiiutof MCP to net earnings due to the combinatibtihe operations
and financing of 5N and MCP since the acquisition.

Sylarus Technologies LLC

On June 21, 2010, the Company acquired, for an abefuJS$3,000, a convertible note from Sylarushredogies
LLC (“Sylarus”), a producer of germanium substrafi@ssolar cells located in St. George, Utah. T¢osvertible
note bore interest at 6% annually and was repayabl®ay 31, 2015 at the latest. This note, inclgdatcrued
interest, was convertible at the Company’s optioto i18% of voting and participating units of Sykarurhis
convertible debenture was a hybrid financial instent, for which the loan and the embedded derigatomponents
included therein are measured separately. The ¢oamponent was classified as a loan and receivaidetlae
embedded derivative representing the conversiopmpicluded therein was classified as held foditrg.

On January 10, 2011, the Company converted thentigtgeinto a 66.67% majority interest of Sylarubl &lso

agreed to provide additional funding of $766 in thiem of secured debt to enable the repayment aftgsarm debt
contracted by Sylarus.
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The following table summarizes the purchase pritecation of the net assets acquired on a prelimyirzasis

for 2011:
MCP Sylarus Total
$ $ $
Assets acquired
Temporary investments (restricted) 18,919 - 18,919
Non-cash working capital 305,399 680 306,079
Property, plant and equipment 45,124 8,030 53,154
Goodwill (Note 8) 119,645 - 119,645
Intangible assets 70,049 - 70,049
Deferred income tax 3,797 - 3,797
Other assets 3,584 200 3,784
566,517 8,910 575,427
Liabilities assumed
Non-cash working capital 90,083 2,700 92,783
Bank indebtedness and short-term debt 130,269 - 130,269
Long-term debt 23,833 1,094 24,927
Deferred income tax 22,355 - 22,355
Note payable to 5 - 767 767
Non-controlling interest - 1,557 1,557
266,540 6,118 272,658
TOTAL IDENTIFICATION NET ASSETS 299,977 2,792 302,769
Total consideration
Cash paid to vendors 149,226 3,300 152,526
Shares issued to vendors 91,917 - 91,917
Balance of purchase price and holdback 89,335 - 89,335
Cash and cash equivalents acquired (30,501) (508) (31,009)
Purchase consideration 299,977 2,792 302,769
NOTE 4 — ACCOUNTS RECEIVABLE
September 30, May 31, June 1,
2011 2011 2010
$ $ $
Gross trade receivables 94,010 111,085 3,761
Allowance for doubtful accounts (179) (190) (24)
Trade receivables 93,831 110,895 3,737
Other receivables 4,239 6,258 847
Accounts receivable 98,070 117,153 4,584

All of the Company’s accounts receivable are skemia. The net carrying value of accounts receivabtonsidered
a reasonable approximation of fair value. The Camgpeeviews all amounts periodically for indicationd
impairment and the amounts impaired have been gedvior as an allowance for doubtful accounts.

The Company’s exposure to credit risks and impaitrf@sses related to accounts receivable is disdlasNote 17.

Most of the accounts receivable are pledged agigeéar the revolving line of credit (Note 9).
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NOTE 5 — INVENTORIES

Inventories consist of the following:

September 30, May 31, June 1,

2011 2011 2010

$ $ $

Raw materials 102,213 103,481 14,758
Work-in-progress and finished goods 237,421 196,574 11,352
Total 339,634 300,055 26,110

For the four months ended September 30, 2011aadb$175,531 of inventories was included in aufstales as an
expense (three-month period ended August 31, 28Q505). This includes an amount of $1,376 ofevdbwn for
inventories (three-month period ended August 31020 nil).

No amounts previously written down were recogniasa reduction of expense during the four-montfogesnded
September 30, 2011 (no reduction of expense dti@ghree-month period ended August 31, 2010).

Most of the inventories are pledged as securitytterrevolving line of credit (Note 9).

NOTE 6 — PROPERTY, PLANT AND EQUIPMENT

Furniture, office

Landand  Production equipment and Leasehold
buildings equipment rolling stock  improvements Total

$ $ $ $ $
Cost
As at June 1, 2010 12,771 19,254 674 1,408 34,107
Additions 26,394 44,143 2,601 2,282 75,420
Disposals - (59) (205) - (264)
Effect of foreign exchange (130) (213) (22) - (365)
As at May 31, 2011 39,035 63,125 3,048 3,690 18,89
Additions 854 1,497 227 139 2,717
As at September 30, 2011 39,889 64,622 3,275 3,829.11,615
Amortization
As at June 1, 2010 1,095 5,132 313 332 6,872
Amortization 592 2,870 276 181 3,919
Disposals - (59) (205) - (264)
As at May 31, 2011 1,687 7,943 384 513 10,527
Amortization 527 2,633 172 76 3,408
Adjustment - (67) - - (67)
As at September 30, 2011 2,214 10,509 556 589 18,86
Net book value
As at June 1, 2010 11,676 14,122 361 1,076 27,235
As at May 31, 2011 37,348 55,182 2,664 3,177 98,371
As at September 30, 2011 37,675 54,113 2,719 3,24097,747

Property, plant and equipment that were not ameatizmounted to $3.8 million as at September 301 28% at
May 31, 2011 — $15.8 million).
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NOTE 7 — INTANGIBLE ASSETS

The following table illustrates the carrying amaof the Company’s intangible assets:

Software,
Trade name and development costs
Customer non-compete and intellectual
relationships Technology agreements property Total
$ $ $ $ $
Cost
As at May 31, 2011 42,966 23,108 6,209 4,919 77,202
Additions - - - 472 472
As at September 30, 2011 42,966 23,108 6,209 5,391 77,674
Amortization
As at May 31, 2011 578 333 217 1,212 2,340
Amortization 1,463 1,545 686 232 3,926
As at September 30, 2011 2,041 1,878 903 1,444 6,266
Net book value as at
September 30, 2011 40,925 21,230 5,306 3,947 71,408
Software,
Trade name and development costs
Customer non-compete and intellectual
relationships Technology agreements property Total
$ $ $ $ $
Net book value as at June 1, 2010 - - - 1,672 1,672
Cost
As at June 1, 2010 - - - 1,846 1,846
Additions 42,966 23,108 6,209 3,073 75,356
As at May 31, 2011 42,966 23,108 6,209 4,919 77,202
Amortization
As at June 1, 2010 - - - 174 174
Amortization 578 333 217 1,038 2,166
As at May 31, 2011 578 333 217 1,212 2,340
Net book value as at May 31, 2011 42,388 22,775 5,992 3,707 74,862
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NOTE 8 — GOODWILL

$
As at June 1, 2010 4,200
Acquired through business combinations (Note 3) 119,645
Other 71
As at May 31, 2011 and September 30, 2011 12391
Goodwill is allocated to the following CGUs for therpose of annual impairment testing:
September 30, May 31, June 1,
2011 2011 2010
$ $ $
Electronic Materials division 109,584 109,584 4,200
Eco-Friendly Materials division 14,332 14,332 -
Total goodwill allocated 123,916 123,916 4,200

At the date of transition to IFRS (June 1, 2010) @3z of May 31, 2011, the Company performed goddwil
impairment testing for both the Electronic Matesiand Eco-Friendly Materials divisions in accordanmdth its
policy and based on conditions at that date. Theverable amounts of the CGUs were determined erbésis of
value-in-use, covering a detailed cash flow forebased on the five-year budget, the planning pe@pproved by
management. The forecasted cash flows are theaufited to calculate the present value of the das¥sfexpected
to be derived from the CGUs under review. This apph involves estimates and assumptions about uevgrowth
rates, operating margins, tax rates and discotes.ra

The impairment testing at May 31, 2011 and Jun2010 showed that no impairment was necessary fir the
Electronic Materials and Eco-Friendly Materialsigions.

22



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

NOTE 9 — BANK INDEBTEDNESS, SHORT- AND LONG-TERM DEBT

a. Bank indebtedness and short-term debt

The Company has various credit lines with manyrfaial institutions around the world. Some are edato the
level of accounts receivable and inventories, sare guaranteed by other group companies and otrers
guaranteed by the assets of the related compahpdh@wed the money. Credit available under thimsss totalled
approximately $125 million as at September 30, 2@dwhich a line of credit of approximately $50 Imih

(HK$390 million) was added relating to a temporemyestment (see below).

As at September 30, 2011 HKD UsSD Euro RMB Total
Facility available 390,000 47,119 35,527 192,500 n/a
Amount drawn 390,000 41,310 27,587 151,750 n/a
As at September 30, 2011 UsD UsSD Usb USD USD
Facility available 50,052 47,119 47,972 30,152 ,295
Amount drawn 50,052 41,310 37,251 23,770 152,383
British
pound
As at May 31, 2011 HKD UsD Euro RMB sterling Total
Facility available 390,000 40,000 40,800 192,500 0,000 n/a
Amount drawn 390,000 35,941 38,160 135,260 7,855 n/a
As at May 31, 2011 UsD UsSD USD USD USD USsD
Facility available 50,115 40,000 58,654 29,671 86,4 194,925
Amount drawn 50,115 35,941 54,858 20,840 12,949 4,708

The loan in Hong Kong dollars bears interest aed¢hmonth HIBOR plus 1.00%. This rate is coveredaby
instrument to fix the rate at 2.48% until maturifihe loans in US dollars bear interest ranging fldBOR plus
1.10% to LIBOR plus 1.25% and others bear inteatshe cost of funds of the lender bank from whiod funds
were borrowed plus 1.40% to 1.70%. Certain euraddaear interest at variable rates ranging frorfi%.8 2.60%.
Other euro loans bear interest at EURIBOR plus%.0® 4.00%. RMB loans bear interest from 105% t6%1Jof
the Chinese rate. Certain loans have maintenameseofed.50% on the undrawn amount.

Hong Kong dollar loans are secured by depositshim&se currency (RMB) which are recorded on thtestant of
financial position in the line item temporary intraents (restricted). The deposits have the samerityas the
loans. At maturity, in May 2012 at the latest, teposits will be cashed in and converted into HEogg dollars
and the proceeds will be used to reimburse thdeckltbbans. The Company has derivative instrumemtiixtthe
conversion between RMB and the Hong Kong dollacdoer itself against the currency risk. The depsosit
$49,298 bear interest at a rate of 2.55%.

The loans in Hong Kong dollars mature in Febru&ry2and May 2012. The loans in RMB mature in Oct@fd 1.

The US dollar and Euro loans above were reimbuvgédthe proceeds from the CA$250 million revolviogedit
facility after September 30, 2011 (Note 9(b)).
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b. Long-term debt

September 30, May 31, June 1,
2011 2011 2010
$ $ $

Unsecured balance of purchase price and holdbattlettormer shareholders

MCP for an amount of €61,879 (€46,908 agpramissory note ar

€14,971 as holdback), bearing interest at inteststswap 3rear rate plL

3.00%. The promissory note is repayable in threeuah instalmen

beginning April 2012 (Note 3) and the holdback épayble in Apri

2014. The balance of purchase price and holdbagdldesan amount ¢

€31,925 payable to two Board members of the Company 83,215 88,958 -
Senior secured revolving facility of CA$50 milliowith a Canadian bank
maturing in April 2013 - 28,773 -
Senior secured revolving facility of CA$250 milliquSD$250 million sinc

December 2, 2011) with a syndicate of banks, maguin August 2015 71,500 - -
Unsecured term loan of US$13 million, bearing ies¢rat LIBOR plus 2.3%

maturing in January 2017. The term loan is sulifecbvenants 13,082 12,591 -
Term loan in euros, bearing interest at 6.23&gured by a mortgage on as

of a plant in Germany for an amount of €1,58%gturing in Decemb

2014, repaid in September 2011 - 2,695 -
Loan from an employee pension plan in Germany,ibganterest at BRIBOR

plus 2% and with no terms of repayment 2,661 2,725 -
Subordinated loan &1 million, bearing interest at a rate of 5.50%uriag in

2017, not secured 1,210 1,438 -
Term loan at authorized amountf#50, repaid in August 2011 - 742 -
Term loansbearing interest at floating rates as determined aagular bas

with the banks, secured by assets of the Belglant for an amount

€3,814, maturing in 2014 and 2015 3,242 3,884 -
Term loan at the lender's floating rate less 1.4G%anthly repayments

$41,667, repaid in September 20611 - 3,613 3,821
Term loan, norinterest bearing, repayable under certain conditiomaturing i

2023. If the loan has not beeapaid in full by the end of 2023, 1

remaining balance will be forgiven 786 827 786
Debt in the amount of US$1,541, bearing interesa aate of the thresontt

LIBOR plus 3.00%, repayable in two equal instalrsesft50% on Janua

11, 2012 and December 31, 2012 and obligation uadeapital lease,

bearing interest at 12.30%, repayable in montrgyailments of $12,500 1,852 1,872 -
Other loans 736 285 -
178,284 148,403 4,607
Current portion of long-term debt 17,612 19,430 595

160,672 128,973 4,012

' This loan was replaced by the CA$250 million sedwenior revolving facility in August 2011.

2 This revolving credit facility can be drawn in U8lidrs, Canadian dollars or euros. The interest dafpends on a debt/EBITDA ratio
and can vary from LIBOR, bankers’ acceptance or BIR plus 1.25% to 2.75% or US base rate or priate plus 0.25% to 1.75%.
Also, stand-by fees are paid on the unused podfdhe credit. The revolving credit facility can mereased to $350 million subject to
acceptance by the lenders. This revolving linereflit is guaranteed by a pledge on almost all efabsets of certain entities of the
Company. The total amount drawn is in US dollarateSeptember 30, 2011.
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NOTE 10 — CATEGORIES OF FINANCIAL ASSETS AND FINANC IAL LIABILITIES

Fair value

All financial assets classified as loans and readdizs, as well as financial liabilities classifiesl other liabilities are
initially measured at their fair values and subsedly at their amortized cost using the effectivieiest method. All
financial assets and financial liabilities clagsifias held for trading are measured at their falues. Gains and
losses related to periodic revaluations are recbitd@et earnings.

The Company has determined that the carrying valugs short-term financial assets and financiabliities,
including cash and cash equivalents, temporarystmvents, accounts receivable, bank indebtednesstartiterm
debt, and accounts payable and other accrued chaagproximates their carrying value due to thertsteom
maturities of these instruments.

As at September 30, 2011, the fair value of thg{mmm debt approximates its carrying value (aglay 31, 2011 —
$148,403) and is calculated using the present vafideture cash flows at the period-end rate fonikir debt with
the same terms and maturities.

The following table presents financial assets aimdniial liabilities measured at fair value in thendensed
consolidated statement of financial position inaadance with the fair value hierarchy. This hiehgrgroups
financial assets and financial liabilities intodhrlevels based on the significance of inputs usatkasuring the fair
value of the financial assets and financial lidigii. The fair value hierarchy has the followingdks:

— Level 1: quoted prices (unadjusted) in active merker identical assets or liabilities;

— Level 2: inputs other than quoted prices includdthiw Level 1 that are observable for the asset or
liability, either directly (i.e., as prices) ordimectly (i.e., derived from prices); and

— Level 3:inputs for the asset or liability that amet based on observable market data (unobservable
inputs).

The level within which the financial asset or figél liability is classified is determined basedtbe lowest level of
significant input to the fair value measuremente Tinancial assets and financial liabilities measuat fair value in
the condensed consolidated statements of finapowition are grouped into the fair value hierareByfollows as at
September 30, 2011

Level 1 Level 2 Level 3

Financial liabilities
Derivative financial instruments - 6,021 -

Derivative asset and liability
The Company currently has derivative financialimstents which relate to the following:
1- Interest rate swap to fix the interest rate on phits revolving credit facilities (interest ratavap);

2- Foreign exchange forward contracts to cover norfutige cash flows (FX forward); and
3- Options sold to a financial institution relatedhiedge strategies.
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The derivatives are measured at fair value asviaiio

September 30, May 31, June 1,

Liability (asset) 2011 2011 2010

$ $ $

Interest rate swéd 1,902 125 -
Foreign exchange forward contraBts 226 - (1,303)

Optiong? 3,893 - -
Total 6,021 125 (1,303)

@ The interest rate swap has a nominal value of $fililon commencing in January 2013 and ending irgést 2015. This
interest rate swap fixed the LIBOR interest rat&.82%. The Company received $1.7 million when @mgeinto this interest
rate swap in September 2011. The amount has beerdesl as a long-term liability and will be amaetizduring the contract
period as interest expense. The Company desigtigitedontract as a cash flow hedge of future paysehinterest and the
change in its fair value was recorded in the corddrtonsolidated statement of comprehensive income.

® The foreign exchange forward contracts are to Y&lidollars in exchange for Canadian dollars. Thminal value is $6
million for a period of 12 months starting Octol2811 at US$/CAS$ rate of 1.0114. The Company desighthis contract as
a cash flow hedge of future payments of salariestha change in its fair value was recorded incivedensed consolidated
statement of comprehensive income.

© The Company sold options to a financial institutigiming it the right to put Euros to the Company specific dates. The
options have a nominal value of €81,500 with Eu#Uate ranging from 1.375 to 1.40 with maturiynfr October 6, 2011
to October 21, 2011. Options with a nominal valdie€®0,000 were exercised by the counterparty ino@et 2011. The
Company delivered the US dollars and received €BDi0 order to reimburse the Euro debt as parhefrefinancing of the
Company. The options in the amount of €61,500 weteexercised by the counterparty.

NOTE 11 — OPERATING SEGMENTS

A comparative breakdown of business segment infaomas as follows:

Eco-Friendly Electronic
September 30, 2011 (4 months) Materials Materials Corporate Total
$ $ $ $
Segment revenues 126,034 116,255 - 242,289
Operating income (loss) excluding amortization 08,2 18,893 (3,197) 28,904
Interest on long-term debt and other interest egpen 3,440 3,440
net - -
Foreign exchange gain and derivative - - (1,760) (1,760)
Amortization - - 7,334 7,334
Earnings before income taxes 13,208 18,893 (12,211) 19,890
Capital expenditures 1,201 1,455 61 2,717
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Eco-Friendly Electronic
August 31, 2010 (3 months) Materials Materials Corporate Total
$ $ $ $
Segment revenues - 18,042 - 18,042
Operating income (loss) excluding amortization - 753, (353) 5,398
Interest on long-term debt and other interest expenet - (40) - (40)
Foreign exchange gain and derivative - 756 - 756
Amortization - 655 47 702
Earnings (loss) before income taxes - 4,380 (400) 3,980
Capital expenditures - 2,915 62 2,977
Eco-Friendly Electronic
As at September 30, 2011 Materials Materials Corporate Total
$ $ $ $
Total assets excluding goodwill 311,255 377,073 966, 704,288
Goodwill 14,332 109,584 - 123,916
Investment accounted for using equity method 4,30 - 1,306
Eco-Friendly Electronic
As at May 31, 2011 Materials Materials Corporate Total
$ $ $ $
Total assets excluding goodwill 324,653 345,048 632, 682,353
Goodwill 14,332 109,584 - 123,916
Investment accounted for using equity method 4,08 - 1,084
Eco-Friendly Electronic
As at June 1, 2010 Materials Materials Corporate Total
$ $ $ $
Total assets excluding goodwill - 128,359 529 128,888
Goodwill - 4,200 - 4,200

The geographic distribution of the Company’s revanbased on the location of the customers for ¢hiegs ended
September 30, 2011 and August 31, 2010, and tmeifidble non-current assets as at September 300,,2@ay 31,
2011 and June 1, 2010 are summarized as follows:

September 30, August 31,

2011 2010

Revenues (4 months) (3 months)
$ $
Asia 59,486 2,145
United State 43,859 12,486
Europe 121,570 3,309
Canade 1,538 102
Otheis 15,836 -
Total 242,289 18,042
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September 30, May 31, June 1,
Non-current assets as at 2011 2011 2010
$ $ $
Asia
Hong Kong 97,410 99,651 -
Other 7,675 12,960 -
United States 16,159 21,695 1,361
Europe
Germany 67,535 53,259 13,105
Belgium 36,337 34,736 -
Other 16,455 31,418 -
Canade 64,648 52,024 20,168
Otheis 26 - -
Total 306,245 305,743 34,634
NOTE 12 — SUPPLEMENTAL CASH FLOW INFORMATION
Net change in non-cash working capital balancesedl|to operations consists of the following:
September 30, August 31,
2011 2010
(4 months) (3 months)
$ $
Decrease (increase) in ass
Accounts receivable 19,082 (531)
Inventories (39,465) (2,568)
Other assets (1,661) (1,355)
Increase (decrease) in liabilities:
Accounts payable and other accrued charges (11,019) 674
Income taxes payable 4,094 (52)
Total net change (28,969) (3,832)
The consolidated statement of cash flows excludésctudes the following transactions:
September 30, August 31,
2011 2010
(4 months) (3 months)
i)  Excludes additions that were unpaid at the endeabg:
$ $
Additions to property, plant and equipment 316 486
i) Includes additions that were unpaid at beginningesfod:
$ $
Additions to property, plant and equipment 2,176 188
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NOTE 13 — SHARE CAPITAL

An unlimited number of common shares, participatinigh no par value, entitling the holder to oneevper share.
An unlimited number of preferred shares may beeddsin one or more series with specific terms, fgges and
restrictions to be determined for each class byBib&rd of Directors. As at September 30, 2011, nedepred shares
were issued.

None of the Company’s shares are held by any sialogidr joint venture.

NOTE 14 — EARNINGS PER SHARE

The following table reconciles the numerators aetdaiinators used for the computation of basic ahded
earnings per share:

September 30, August 31,
2011 2010
(4 months) (3 months)
$ $
Net earnings attributable to Equity holders of 5N fumerator) 15,565 2,794
Weighted average number of shares outstanding ie BEEnominator):
September 30, August 31,
2011 2010
(4 months) (3 months)
Weighted average number of shares outstandBasic 70,924,984 45,630,102
Effect of dilutive securities 609,792 355,007
Weighted average number oshares outstanding — Diluted 71,534,776 45,985,109

NOTE 15 — SHARE-BASED COMPENSATION

As at September 30, 2011, the Company has thenioigpshare-based compensation plans:
Stock option plan

On April 11, 2011, the Company adopted a new stgtlon plan (the “Plan”) replacing the previousm{ghe “Old

Plan”) in place since October 2007 with the sanag¢ufees as the Old Plan with the exception of a mari number
of options granted which cannot exceed 5 milliohe aggregate number of shares which could be issped the
exercise of options granted under the Old Planccoat exceed 10% of the issued shares of the Coyrgtathe time
of granting the options. Options granted underQigePlan may be exercised during a period not edioggen years
from the date of the grant. The stock options auiding as at September 30, 2011 may be exercisgyduperiod
not exceeding six years from their date of grarnpti@hs vest at a rate of 25% (100% for directors) pear,

beginning one year following the grant date of tipions. Any unexercised options will expire onemtioafter the
date a beneficiary ceases to be an employee, dgirecofficer.
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Restricted stock unit incentive plan

On June 7, 2010, the Company adopted a Restri¢ttack 2Jnit (“RSU”) Plan to complement the stock optplan.

The RSU Plan enables the Company to award pharttane sinits to eligible participants that vest aftehree-year
period. The RSU is settled in cash and is recoeded liability. The measurement of the compensatiqgrense and
corresponding liability for these awards is basedhe fair value of the award, and is recorded esaage to selling,
general and administrative (“SG&A”) expenses over vesting period of the award. At the end of efawaincial
period, changes in the Company’s payment obligadio® to changes in the market value of the comrhanes on

the TSX are recorded as a charge to SG&A experseshe four months ended September 30, 2011, ¢mep@ny
granted 24,758 RSUs and 57,887 RSUs were outstarainat September 30, 2011 (as at May 31, 2011 —
33,129 RSUs).

Restricted share unit incentive plan for foreign erployees

On June 7, 2010, the Company adopted a RestridedeSUnit for Foreign Employees (“RSUFE”) Plan. The
RSUFE granted under the RSUFE Plan may be exerdigang a period not exceeding ten years from e of

the grant. The RSUFE outstanding as at May 31, 204} be exercised during a period not exceeding/sats
from their date of grant. RSUFE vest at a rate %o2per year beginning one year following the grdete of the
award. For the four months ended September 30,,286&1Company granted 33,428 RSUFE and 41,350 RSUFE
were outstanding as at September 30, 2011 (aswyB8l&011 — 8,549 RSUFE).

The following table presents information concernatigputstanding stock options:

September 30, 2011
Number of Weighted average

August 31, 2010
Number of Weighted average

options exercise price options exercise price
CAS$ CA$
Outstanding, beginning of period 1,384,025 4.52 98,615 4.24
Granted 275,249 8.60 244,308 4.89
Cancelled (4,396) 4.42 (11,820) 3.93
Exercised (66,498) 3.17 (5,950) 3.00
Outstanding, end of period 1,588,380 5.28 1,823,153 4.34
Exercisable, end of period 701,107 4.43 655,885 237
The outstanding stock options as at September@(d, are as follows:
Grant price
Number of
Maturity Low High options
CA$ CA$
December 2013 3.00 3.00 414,675
October 2014 3.81 3.81 2,500
January 2015 to October 2016 4.87 6.16 881,556
June and August 2014 9.13 10.32 15,000
June and September 2017 8.50 8.64 274,649
1,588,380
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The grant date fair value of share options was oredsusing the Black-Scholes option pricing modhittorical
share price of the Company’s common shares is isedtimate expected volatility and the governnianmtd rates
are used to estimate the risk-free interest rate. following table illustrates the inputs usedhie measurement of

the grant date fair values of the stock optionsvg@ during the periods ended September 30, 20d 1Vay 31,
2011:

September 30, August 31,

2011 2010

(4 months) (3 months)

Expected stock price volatility 39% 40%
Dividend None None
Risk-free interest rate 1.475% 2.325%
Expected option life 4 years 4 years
Fair value — weighted average of options issued®)CA $3.22 $1.69

The following table shows the stock-based compésaixpense recorded in the condensed consolidgtdésiments
of earnings for the four months ended Septembe2@D]1 and the three months ended August 31, 2010:

September 30, August 31,

2011 2010

Expense (4 months) (3 months)
$ $

Stock options 168 255
RSLs 17 12
RSUFE 1 1
Total 186 268

The following table shows the carrying amount amal intrinsic value of the stock-based compensdiidilities as
at September 30, 2011, May 31, 2011 and June D:201

September 30, May 31, June 1,

Liability 2011 2011 2010
$ $ $

RSLUs 115 95 -
RSUFE 16 15 -
Total 131 110 -

31



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

NOTE 16 — RELATED PARTY TRANSACTIONS

The Company’s related parties are its joint vertudérectors and executive members.

Unless otherwise stated, none of the transactioesrporates special terms and conditions and noagtees were
given or received. Outstanding balances are usgattled in cash.

Ingal Stade GmbH (“Ingal”) supplies gallium metaldther companies of the group. The Company suppbdium
to MCP Shenzhen. During the quarter ended SepteB8the2011, the Company purchased $2,256 worth iifiga
from Ingal and sold $63 worth of gallium to MCP 8hben.

The Company has a payable balance of nil with Ingall a receivable of $631 with MCP Shenzhen as at
September 30, 2011 (a payable of $545 and a rdileivaA$634 as at May 31, 2011 respectively ancdumd nil as at
June 1, 2010 respectively). The Company has afeegivable with Ingal of $3,564 (€2,650) as at Sefiter 30,
2011 ($2,947 (€2,050) as at May 31, 2011).

NOTE 17 — FINANCIAL RISK MANAGEMENT

In the normal course of operations, the Compangxjgosed to a number of different financial riskbe3e risk
factors include market risk (currency risk, inténege risk and other price risk), credit risk dioglidity risk.

Market risk

Market risk is the risk that changes in market g@risuch as foreign exchange rates, equity pricddraarest rates
will affect the Company’s net earnings or the vadfiéinancial instruments.

The objective of market risk management is to rategexposures within acceptable limits, while mazing
returns.

Currency risk

Currency risk refers to the fluctuation of financcmmmitments, assets, liabilities, income or célsivs due to
changes in foreign exchange (“FX”) rates. The Camypzonducts business transactions and owns assséveral
countries; as a result, the Company is subjecluititfations in respect to the currencies in whicbperates. The
Company’s income is exposed to FX risk largelyhie following ways:

e Translation of foreign currency-denominated revenwaad expenses into US dollars, the Company’s
functional currency — When the foreign currencyraes in relation to the US dollar, earnings repbite
US dollars will change. The impact of a weakeniagefgn currency in relation to the US dollar fordign
currency-denominated revenues and expenses willtrigs higher net earnings because the Company has
more foreign currency-based expenses than revenues.

« Translation of foreign currency-denominated delat ather monetary items — A weakening foreign curyen
in respect of the Company’s foreign currency-dematdd debt will decrease the debt in US dollar $eamd
generate a FX gain on bank advances and othertghortdebt, which is recorded in earnings. The Camyp
calculates the FX on the short-term debt usingdifference in FX rates at the beginning and eneéasfh
reporting period. Other foreign currency-denomidateonetary items will also be impacted by changes i
FX rates.
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The following table summarizes in US dollar equirds the Company’'s major currency exposures as of
September 30, 2011

CA$ € £ RMB HKD
Cash and cash equivalents 266 4,653 1,648 378 314
Temporary investments (restricted) - - - 49,298 -
Accounts receivable 1,552 35,388 13,669 - -
Bank indebtedness and short-term debt - (37,251) - (23,770) (50,052)
Accounts payable and other accrued charges (3,929) (11,931) (304) (155) (33)
Long-term debt (1,522) (90,328) - - -
Net financial assets (liabilitie (3,633) (99,469) 15,013 25,751 (49,771)

The following table shows the impact on earningfteeincome tax of a one-percentage point stremipigeor
weakening of foreign currencies against the USadodls of September 30, 2011 for the Company’s fiiahn
instruments denominated in non-functional curresicie

CA$ € £ RMB HKD
1% Strengthening
Earnings before tax (36) (995) 150 257 (498)
1% Weakening
Earnings before tax 36 995 (150) (257) 498

Occasionally, the Company will enter into shornteforeign exchange forward contracts to sell USadslin
exchange for Canadian dollars, Euros, Hong Kondadoland British pounds sterling. These contracis w
effectively hedge a portion of ongoing foreign eaxbe risk on the Company’s cash flows since mudtsafon-US
dollar expenses outside of China are incurred ina@&n dollars, Euros, Hong Kong dollars and Brifgunds
sterling.

Foreign exchange

As at September 30, 2011, the Company has entatedaiforward contract to sell US dollars in exairior
Canadian dollars. The nominal value of $6 million & period of 12 months after September 30, 2044 fixed at a
US$/CAS rate of 1.0114. The fair value of the caatris ($0.2) million as at September 30, 2011iarrécorded as
part of the derivative financial liabilities in tle®nsolidated statement of financial position.

As at September 30, 2011, the Company has outsigquugiitions that give rights to the counterpartyptb euros to
the Company on specific dates. The nominal valuthese options is €81,500 with the Euro/US$ ratgireg from
1.375 to 1.40 with maturities from October 6, 2@d Dctober 21, 2011.

Interest rate risk

This refers to the risk that future cash flows Wilictuate as a result of changes in market interates. The
Company is exposed to interest rate fluctuationgsorevolving line of credit which bears a floagimterest rate.

As at September 30, 2011, the Company has an odistpinterest rate swap contract to hedge paitsdhterest
rate risk on the revolving line of credit. The nowdi value is $100 million commencing in January 2@hd ending
in August 2015. This interest rate swap fixed thBQR interest rate at 1.82%. The Company receivked fillion

when entering into this interest rate swap in Saptr 2011 which was the fair value of the instrutr@msigning.
The fair value of the contract is $1.9 million asSeptember 30, 2011 and is recorded as part ofi¢hieative
financial instruments in the consolidated statenoéfihancial position.
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Credit risk

Credit risk refers to the possibility that a cusésrr counterparty will fail to fulfill its obligéns under a contract
and, as a result, create a financial loss for they@any. The Company has a credit policy that defgstandard credit
practice. This policy dictates that all new custoraecounts be reviewed prior to approval, and déstads the
maximum amount of credit exposure per customer. dreditworthiness and financial well-being of thesmmer
are monitored on an ongoing basis.

The Company establishes an allowance for doubtfidoants as determined by management based on their
assessment of collection; therefore, the carryimgunt of accounts receivable generally represdrgsriaximum
credit exposure. As at September 30, 2011 and Mag@11, the Company has an allowance for doubtdabunts

of $0.2 million. The provision for doubtful accosnif any, will be included in Selling, general aadministrative
expenses in the consolidated statement of earnamgswill be net of any recoveries that were predidor in prior
periods.

Counterparties to financial instruments may expbseCompany to credit losses in the event of nafopmance.
Counterparties for derivative and cash transactavedimited to high credit quality financial irtstiions, which are
monitored on an ongoing basis. Counterparty crasiessments are based on the financial healtte dfghitutions
and their credit ratings from external agencies.afSeptember 30, 2011, the Company does not jgaicinon-
performance that would materially impact the Comypsnonsolidated financial statements.

Liquidity risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as theyne due. The
Company manages liquidity risk through the manageroéits capital structurdt also manages liquidity risk by
continuously monitoring actual and projected cdstvg, taking into account the Company’s sales aueipts and
matching the maturity profile of financial assetsdafinancial liabilities. The Board of Directorsviews and
approves the Company’s annual operating and cabitdfets, as well as any material transactionsobuhe
ordinary course of business, including proposalaaguisitions and other major investments.

The following table reflects the contractual matudf the Company’s financial liabilities as at $pber 30, 2011:

Carrying 2-3 4-5 Beyond
amount 1 year years years 5 years Total
$ $ $ $ $ $
Bank indebtedness and short-term debt 152,383 832,3 - - - 152,383
Long-term debt 178,284 20,865 84,533 79,944 5,846 91,1B8
Accounts payable and other accrued charges 57,941 7,946 - - - 57,941
Derivative financial instruments 6,021 4,119 - 1,902 - 6,021
Total 394,629 235,308 84,533 81,846 5,846 407,533

34



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS

For four months ended September 30, 2011 with coatipe figures for the three months ended
August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

NOTE 18 — TRANSITION TO IFRS

These condensed consolidated financial statemeattha Company’s first interim financial statemepitspared in
accordance with IFRS. The Company has adopted [ER8st-time Adoption of International Financial Reporting
Sandards, and the first date at which IFRS was applied dwage 1, 2010 (“Transition Date”).

In preparing these first IFRS condensed consolilditeancial statements, the Company has adjusteduats
reported previously in consolidated financial stad@ts prepared in accordance with Canadian GAAE .€ffects of
the transition to IFRS on the Company’s financiasipion, total comprehensive income, equity ancoregal cash
flows are set out in the following tables and theanpanying notes.

The Company has applied the following transitioweptions and exemptions to full retrospective ayapion of
IFRS:

« deemed cost of property, plant and equipment;

e cumulative translation adjustment; and

* business combination.

Reconciliations of Canadian GAAP to IFRS

IFRS 1 requires an entity to reconcile equity, coghpnsive income and cash flows for prior peridd®e impact of
converting to IFRS on the Company’s consolidatedestents of cash flows compared with its previouslgased
Canadian GAAP consolidated statements of cash flewdirectly related to the impacts on the consdbéd
statements of earnings, comprehensive income amahdial position as described below. The items t&f t
consolidated statements of cash flows most affedtedthe conversion to IFRS are: net earnings, lassin
acquisition, deferred income tax expense and chanfymctional currency.

The following table represents the reconciliatidreguity from Canadian GAAP to IFRS:

Note June 1, August 31, May 31,

2010 2010 2011

$ $ $

Total Equity under Canadian GAAP (CA$) 125,678 130,198 348,918

Differences reported to equity (US$)

Business combination a - - 1,649
Stock-based compensation reported in contributgulisi b 855 901 859
Stock-based compensation reported in retainedreggni b (855) (901) (859)
Functional and presentation currency adjustment c (5,300) (6,697) 11,878
Amortization of property, plant and equipment - (12) (48)
Non-controlling interest e - - 1593
Total Equity under IFRS (US$) 120,378 123,489 363,990
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The following table represents the reconciliatiémet earnings from Canadian GAAP to IFRS:

August 31,
Note 2010
(3 months)
$
Net earningunder Canadian GAAP (CA$) 4,032
Stock-based compensation expense b (46)
Functional currency adjustment c (1,180)
Amortization of property, plant and equipment d (12)
Net earnings under IFRS (US$) 2,794
The following table summarizes the reconciliatiofisotal comprehensive income:
August 31, 201( May 31,2011
Effect of Effect of
Canadian transition  Functional Canadian transition  Functional
GAAP to IFRS currency IFRS GAAP to IFRS currency IFRS
CAS$ CA$ Ust Ust CAS$ CAS$ Ust ust
Net income for the perioc 4,032 (58) (1,180) 2,794 21,641 (8,565) 9,224 22,300
Net gain on translation of
financial statements of
self-sustaining foreign
operations 701 (701) 1,622 (1,622)
Cash flow hedges, net of tax (452) 452 (1,255) 1,255
Comprehensive income for
the period 4,281 (58) (1,429) 2,794 22,008 (8,565) 8,857 22,300

The following are the notes to the reconciliations:
a. Business combinations

In accordance with IFRS transitional provisionsg tiompany elected to apply IFRS relating to busines
combinations prospectively from June 1, 2010. AshsuCanadian GAAP balances relating to business
combinations entered into before that date, inclgadjoodwill, have been carried forward without athoent.

i. Acquisition-related costs: Under Canadian GAAP, direct and incremental castsirred to effect a
business combination are included in the cost o€lmse. Under IFRS, acquisition-related costs paid
third parties are expensed as incurred unlessafreygosts related to the issue of debt or equiiyuments.
The effect is to decrease goodwill by $1,810 amieiase acquisition-related costs by the same anfount
the year ended May 31, 2011.

ii. Restructuring costs: Under Canadian GAAP, certain restructuring costsiired related to the company
acquired are part of the purchase price allocatiimder IFRS, these restructuring costs are expeased
incurred. The effect of this difference is to dexs® goodwill by $5,848 and increase restructurosiscby
the same amount for the year ended May 31, 2011.

iii. Measurement date of shares issued in a busise combination:Under Canadian GAAP, shares issued as
part of the purchase price for a business comluinaire measured using the average of a few dagsebef
and after the announcement of the transaction. UIRdRS, shares issued as part of the purchase forice
business combination are measured at the acquisitite. The effect of this difference is to inceeabare
capital and goodwill by $9,307 for the year endealy\81, 2011.
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The effect of the above changes for the year eied31, 2011 is the following:

Goodwill Retained earnings Share capital

$ $ $

Acquisition related costs (1,810) (1,810) -
Restructuring costs (5,848) (5,848) -
Share capital 9,307 - 9,307
Total effects 1,649 (7,658) 9,307

b. Share-based compensation expense

Recognition of expenseUnder Canadian GAAP, share-based compensation sgpeame recognized in net
earnings on a straight-line basis over the vegtiagod of the awards. Under IFRS, each tranchenin a
award is considered a separate grant with a differesting period and fair value.

Cash-settled share-based compensation expensénder Canadian GAAP, share-based compensation
expenses are recognized in net earnings on algtlaig basis over the vesting period of the awathder
IFRS, each tranche in an award is considered aatepgrant with a different vesting period and feifue.

The effects of the above changes are to:

« increase contributed surplus by $855 and decredamed earnings by $855 at the Transition Date;

* increase contributed surplus by $859 and decrestsgned earnings by $859 for the year ended
May 31, 2011; and

« increase contributed surplus by $46 and increasek4tased compensation expense by $46 for the
three-month period ended August 31, 2010, for autative increase of $901 as at August 31, 2010.

c. Foreign currency adjustments

Presentation currency

The Company elected to change its presentatioreiccyr from the Canadian dollar to the US dollar.
Accordingly, the Canadian GAAP financial informatipreviously expressed in Canadian dollars has been
presented in US dollars for all periods shown ushey exchange rate applicable at the financialtiposi
date for assets and liabilities, and the averagehange rate of the corresponding periods for the
consolidated statements of earnings, compreheirsbegne and cash flows. Equity transactions have bee
translated at historical rates. The net adjustragising from the effect of the translation was uagd in
equity.

Functional currency

Under IFRS, the framework used to determine thetfanal currency is similar to that used to deterni
the currency of measurement under Canadian GAARgher, under IAS 21The Effects of Changes in
Foreign Exchange Rates, the indicators for determining the functional reency are broken down into
primary and secondary indicators when determinimggfunctional currency. Primary indicators are elgs
linked to the primary economic environment in whitte entity operates and are given more weight.
Secondary indicators provide supporting evidenceldtermine an entity’s functional currency. Primary
indicators receive more weight under IFRS than GameGAAP.
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d.

On transition, the Company performed an assessofethie historical functional currencies for all g
companies based on the requirements of IFRS. Basd¢kat assessment, all group companies retaireed th
US dollar as the functional currency except for edoreign operations in Asia, where it was deenmed t
the local currency should be the functional curyerithe change in historical functional currencyuiegd

the retroactive restatement of these subsidian&s their functional currencies using the methodglo
prescribed under IAS 21.

In accordance with IFRS transitional provisionsg fiompany has elected not to reset the cumulative
translation adjustment account, which includes gand losses arising from the translation of foreig
operations, to zero at the date of transition RSF

The retrospective change in the functional curenhaf several companies of the group had the fatigw
impacts on the previously reported 2010 Canadia\B £etained earnings amounts: loss of $6,742 millio
as of June 1, 2010, and $1,180 million for the ¢hmonth period ended August 31, 2010 and a gain of
$1,492 million for the year ended May 31, 2011.

Income taxes

Certain deferred tax balances are affected by awang the carrying value of the related assetdabilities

arising from IFRS treatment. Under Canadian GAAdh-taxable grants related to property, plant andpsgent

give rise to a deferred tax asset and a reducfidixed assets. Under IFRS, a non-taxable graat figrmanent
difference. The effects of the changes to the aagryalues of property, plant and equipment arobows:

i. increase in property, plant and equipment by $8&® decrease in deferred tax assets by $862 at the
Transition Date;

ii. increase in property, plant and equipment by $8idl decrease in deferred tax assets by $814 for the
year ended May 31, 2011; and

iii. decrease in net earnings and property, plant angpmgnt by $12 for the three-month period ended
August 31, 2010, for a cumulative decrease of $&6at August 31, 2010.

Reclassification

IFRS requires items of dissimilar nature or functto be presented separately on the financial retatés
unless the item is not in itself material. The Camp has elected to present the statement of earing
function. Therefore, adjustments to the classificabf expenses were made for the year ended May 31
2011 and the three-month period ended August 310.28s a result, there are numerous presentation
changes in the Company’s consolidated financidgkestants. There is no impact on the Company’s net
earnings as a result of these changes. Note 18niseexpenses by nature for the four-month penatbe
September 30, 2011 as required by IFRS in finarst&tements when a statement of earnings is peskent
by function.

There is further break-out of balances on the fate¢he consolidated statement of financial position
including investments accounted for using the gguiethod, income taxes payable and derivativeliigbi

Under IFRS, it is not appropriate to classify defdrincome tax balances as current, irrespectivénef
classification of the assets or liabilities to whithe deferred income tax relates or the expedteidd of

reversal. Under Canadian GAAP, deferred incomeeéating to current assets or current liabilitiegstnbe
classified as current.
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The following represents the reconciliation fromn@dian GAAP to IFRS for the respective periods adir
equity, net earnings and comprehensive income: as at

June 1, 2010 May 31, 2011
Functional Functional
currency currency
Effect of and Effect of and
Canadian transition Reclassi- presentation Canadian transition Reclassi- presentation
Note | GAAP® toIFRS fication uss$ IFRS | GAAP® toIFRS fication uss$ IFRS
ASSETS
Current
Cash, cash equivalents and
temporary investments (restrictedl) 67,992 - - (8)00 64,988 77,503 - - 1,668 79,171
Accounts receivable 4,774 - - (190) 4,584 114,099 - - 3,054 117,153
Inventories 27,705 - - (1,595) 26,110 293,069 - - 6,986 300,055
Derivative financial assets 1,363 - - (60) 1,303 132 - - 10 331
Other current assets 1,741 - (151) (121) 1,469 6,074 - (1,856) (402) 3,816
Total current assets 103,575 - (151) (4,970)  98,454] 491,066 - (1,856) 11,316 500,526
Property, plant and equipment d 26,437 862 - (64) 7,235 97,223 814 - 334 98,311
Intangible assets 1,771 - - (99) 1,6[2 71,888 - - 972 74,862
Deferred tax asset de 2,311 (862) 151 (116) 1,484 5,051 (862) 1,856 (57) 5,988
Goodwill a 4,382 - (182) 4,200 116,203 1,649 - 6,064 123,916
Investments accounted for using
equity method - - - - 1,051 - 33 1,084
Other assets 45 - - 2) 43 1,156 - 366 1,522
Total assets 138,521 - - (5,433) 133,088 783,638 601, - 21,030 806,269
LIABILITIES AND EQUITY
Current
Bank indebtedness and short-term
debt - - - - -| 170,675 - - 4,028 174,703
Accounts payable and other
accrued charges 4,646 - - (197) 4,449 67,492 - - 8 8268,320
Derivative financial liabilities - - - - E 441 - - 15 456
Income taxes payable 44 - - 8 2 6,992 - - 429 a2
Long-term debt due within one
year e 1,068 - (445) (28) 595 19,350 - (526) 606 19,430
Total current liabilities 5,758 - (445) (217) 5,096 264,950 - (526) 5,906 270,330
Long-term debt 4,198 - (186) 4,012 126,385 - 2,58828,973
Deferred tax liability 2,334 - 445 205 2,984 23,202 - 526 54 23,782
Retirement benefit obligations - - - - - 10,071 - - 324 10,395
Other liabilities e 553 - - 65 618 10,112 - (1,593) 280 8,799
Total liabilities 12,843 - - (133) 12,710 434,720 - (1,593) 9,152 442,27
Equity
Share capital E 82,390 - - (923) 81,467 287,464 08,3 - 8,692 305,463
Contributed surplus [ 1,372 855 - (166) 2,061 1,677 859 - (169) 2,367
Retained earnings ap 44,447 (855) - (6,742)  36,85061,941 (8,565) - 1,492 54,868
Accumulated other
comprehensive income (loss) (2,531) - - 2,531 - (2,164) - - 2,164 -
Total Shareholders’ equity 125,678 - - (5,300) 120,378 348,918 1,601 - 12,179 362,698
Non-controlling interest [: - - - - L - - 1,593 B0 1,292
Total equity 125,678 - (5,300) 120,378 348,918 601 1,593 11,878 363,990
Total liabilities and equity 138,521 - (5,433) 13088 | 783,638 1,601 - 21,030 806,269

(1) Certain Canadian GAAP figures were reclassifieddnform to the Company’s IFRS financial statemestentation.

39



5N PLUS INC.

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL S TATEMENTS
For four months ended September 30, 2011 with coatipe figures for the three months ended

August 31, 2010

(Unaudited- tabular figures in thousands of United Statesags]lunless otherwise indicated)

The following table summarizes the reconciliatiofiget earnings:

August 31, 2010
Functional
Canadian Effect of currency and
GAAP® transition presentation  IFRS

Note CA$ tolIFRS Reclassification US$ US$
Revenues 18,770 (728) 18,042
Cost of sales b, d 10,418 48 474 (395) 10,545
Selling, general, administrative and
other expenses b, d 3,371 10 (474) (106) 2,801
Operating income 4,981 (58) - (227) 4,696
Financial expenses
Interest on long-term debt 88 - - (1) 87
Other interest expense (income), net (129) - - 2 (127)
Foreign exchange (gain) loss and derivatiye (595) - - 1,351 756
Earnings (loss) before income tax 5,617 (58) - (1,579) 3,980
Income tax expense (benefit) 1,585 - - (399)1,186
Net earnings 4,032 (58) - (1,180) 2,794
Attributable to:
Equity holders of 5N 4,032 (58) - (1,180) 2,794
Earnings per share data attributable
to equity holders of 5N 4,032 (58) - (1,180) 2,794
Earnings per share — basic 0.09 0.06
Earnings per share — diluted 0.09 0.06

@ Certain Canadian GAAP figures were reclassifieddoform to the Company’s IFRS financial statenpesentation

NOTE 19 — KEY MANAGEMENT COMPENSATION AND EXPENSE B Y NATURE

Key management compensation

Key management includes directors (executive amdaxecutive) and certain senior management. Theeagation

expense to key management for employee servigesfidlows:

September 30, August 31,
2011 2010
Key management compensation (4 months) (3 months)
$ $
Salaries and wage benefits 1,560 723
Share-based compensation 199 203
Total 1,759 926
September 30, August 31,
2011 2010
Expense by nature (4 months) (3 months)
$ $

Wages and salaries (including resezand development) 17,313 3,245
Shar+based compensation 168 255
Amortizatior 7,334 702
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NOTE 20 — SUBSEQUENT EVENTS

On October 1, 2011, the Company committed to bplaat in Malaysia. Under this agreement, the Compaould
purchase a plant for the amount of 8,250 Ringgipfeximately US$2,584). The Company is waiting &mproval
from the Malaysian authorities to proceed with thischase.

On October 31, 2011, the Company acquired the m@ntgid40% ownership interest in one of its subsid&@rLao
Industrial Resources Co. Ltd., a metal refinery,aio amount of approximately $2 million.

On November 1, 2011, the Company granted 252,006kStppreciation Rights (“SARS”) to most of its elopees
except senior management. These SARs are vestgquhghdver a period of three years. These SARsxercisable
automatically for cash at each anniversary datet@@ompany is obligated to pay the holders. Theumt of cash
payout is calculated based on the number of SARSpied by the average price of the Company’s skdor the
month immediately before vesting. At the end of hedimancial period, changes in the Company’s paymen
obligations due to changes in the market valud@itommon shares on the TSX are recorded as ansxpe
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