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The following is Management’s Discussion and Analysis (“MD&A”) of the consolidated financial condition
and results of operations of Dundee Precious Metals Inc. (“DPM” or the “Company”) for the financial year
ended December 31, 2009. This discussion should be read in conjunction with DPM’s audited
consolidated financial statements for the year ended December 31, 2009 and the notes thereto.
Additional Company information, including the Company’s most recent Financial Statements and Annual
Information Form, can be accessed through the System for Electronic Document Analysis and Retrieval
(“SEDAR”) website at www.sedar.com and the Company’s website at www.dundeeprecious.com.
Information contained on the Company’s website is not incorporated by reference herein and does not
form part of this MD&A.

This information is provided as at February 17, 2010.

OVERVIEW

DPM is a Canadian-based, international mining company engaged in the acquisition, exploration,
development and mining of precious metal properties. Its common shares and share purchase warrants
(symbol: DPM, DPM.WT and DPM.WT.A) are traded on the Toronto Stock Exchange (“TSX”").

DPM'’s business objectives are to identify, acquire, finance, develop and operate low-cost, long-life mining
properties.

The Company’s operating interests include its 100% ownership of Chelopech Mining EAD (“Chelopech”),
a gold, copper, silver concentrates producer, owner of the Chelopech mine located approximately 70
kilometres east of Sofia, Bulgaria and a 95% interest in Vatrin Investment Limited (“Vatrin”), a private
entity which holds 100% of Deno Gold Mining Company CJSC (“Deno Gold”), its principal asset being the
Kapan mine, a gold, copper, zinc, silver concentrates producer located about 320 kilometres south east of
the capital city of Yerevan in southern Armenia.

DPM’s interests also include a 100% interest in the Krumovgrad development stage gold property located
in south-eastern Bulgaria, near the town of Krumovgrad, through its wholly-owned subsidiary, Balkan
Mineral and Mining EAD (“BMM”) and numerous exploration properties in one of the larger gold-copper-
silver mining regions in Serbia.

The Company is committed to creating shareholder value through a disciplined but opportunistic business
model. The Company has assembled a pipeline of mining projects at various stages of development. The
Company currently has projects in: (1) the operating and redevelopment stage; (2) the feasibility and
development stage; (3) the scoping and advanced exploration stage; and (4) the early exploration stage.
DPM intends to maximize the potential of and realize value through the exploration, development and
operation of its existing properties.














































































































































































NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2009

(in thousands of Canadian dollars, unless otherwise indicated)

7. INVENTORIES

December 31,

December 31,

2009 2008

Gold/copper/zinc/silver ore and concentrate (a) $ 10,467 $ 10,658
Spare parts and supplies 21,692 22,121
$ 32,159 $ 32,779

(a) In the first half of 2009, Deno Gold reversed prior period write-down of US$0.4 million (Cdn$0.4
million) to adjust concentrate inventory to its net realizable value as at June 30, 2009. For the
year ended December 31, 2008, the Company recorded net provisions of US$2.4 million
(Cdn$2.5 million) at Deno Gold to adjust concentrate inventory to its net realizable value.

8. INVESTMENTS AT FAIR VALUE

The following are the details of the net changes in investments for the years indicated.

December 31,

December 31,

2009 2008

Available-for-sale investments, beginning of year $ 4,532 $ 34,567
Adjustment to fair value at end of year 5,412 (4,692)
Transfer of market value gains to net income from sale

of securities (306) (1,422)
Fair value of investments received for sale of exploration property (a) 27,950 -
Cost of investments purchased during the year (c) 2,152 3,872
Cost of investments sold during the year(d):

Proceeds from sales (2,612) (61,869)

Net realized gains on sale of investments 160 27,737
Non-cash share exchange (d) - 13,871
Other than temporary impairment of investments, written

down to market value (b) (1,130) (7,532)
Total available-for-sale investments at fair value, end of year $ 36,158 $ 4,532
Equity accounted investments at cost, beginning of year $ - $ 13,665
Non-cash share exchange (d) - (13,871)
Reclassification of equity loss to gain on sale - 332
Loss on equity investments - (126)
Total equity accounted investments, end of year $ - $ -
Investments, end of year $ 36,158 $ 4,532

(a) Following the completion of the sale of the Back River exploration project to Sabina on June 9,
2009, the Company held (i) 17,000,000 common shares of Sabina, (ii) 5,000,000 Series A Special
Warrants, which will be automatically exercised upon a decision by Sabina to proceed to a
feasibility study or proceed to production on the Back River project or upon the occurrence of
certain other events and (iii) 5,000,000 Series B Special Warrants, which will be automatically
exercised upon a positive production decision with respect to the project or upon the occurrence
of certain other events. Each of the Special Warrants is exercisable for one common share and
one-half of one common share purchase warrant (“Warrant”) of Sabina. Each whole Warrant, if
issued, will be exercisable for five years from the date of closing, at the discretion of DPM, for one
Sabina common share at a price of $1.07 per Sabina common share (notes 5, 11 and 16).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2009
(in thousands of Canadian dollars, unless otherwise indicated)

(d)

On June 9, 2009, the Sabina investment was valued at $28.0 million consisting of a) $18.5 million
in Sabina common shares and b) $9.5 million in Sabina Special Warrants with the fair value
estimated using the Black-Scholes pricing model with the following assumptions:

Sabina Series A Special Warrants:
Risk free interest rate 2.35%
Expected life in years 3

Sabina Series B Special Warrants:
Risk free interest rate 1.24%
Expected life in years 2

Expected volatility 77.74% Expected volatility 86.60%
Dividends per share - Dividends per share -
Discount rate 3% Discount rate 3%

On December 31, 2009, the Sabina investment was valued at $31.5 million, of which a) $20.7
million related to Sabina common shares and b) $10.8 million related to Sabina Special Warrants
with the fair value estimated using the Black-Scholes pricing model with the following assumptions:

Sabina Series A Special Warrants:
Risk free interest rate 2.51%
Expected life in years 3

Sabina Series B Special Warrants:
Risk free interest rate 1.46%
Expected life in years 2

Expected volatility 66.82% Expected volatility 69.53%
Dividends per share - Dividends per share -
Discount rate 3% Discount rate 3%

In March 2009, DPM wrote down one investment recognizing a loss of $1.1 million through
earnings. In 2008, DPM wrote down investments to market value recognizing a total loss of $7.5
million. Management determined that the decline in the market value of these equity instruments
was other than temporary.

In August 2009, the Company purchased 40.5 million ordinary shares of WTI for US$2.0 million
(Cdn$2.2 million) which, by agreement, was advanced by WTI to its subsidiary, NCS, to cover
the costs of certain capital improvements being made to its Tsumeb copper smelter and for
working capital purposes. If required by WTI on or before July 31, 2010, the Company will
subscribe for up to an additional US$5.0 million worth of WTI ordinary shares based on the then
prevailing market price but in no event, except in certain circumstances, less than GBP0.03 per
share (notes 4, 10(a) and 21).

Following the July 3, 2008 announcement of the successful bid by Eldorado Gold Corporation
(“Eldorado”) to acquire greater than 66 2/3% of the issued and outstanding shares of Frontier
Pacific, DPM received 5,117,021 common shares of Eldorado, 5,117,021 exchange receipts
(valued at nil as at December 31, 2008) and a minimal amount of cash in exchange for its shares
of Frontier Pacific. On July 22, 2008, DPM sold its 5,117,021 common shares of Eldorado for net
proceeds of $41.0 million.

9. RESTRICTED CASH
December 31, December 31,
2009 2008
Escrow deposit for asset retirement obligation (note 14a) $ 3,091 $ 3,583
Restricted cash (a) 6,639 1,985
Letters of credit (LCs) (b) - 284
$ 9,730 $ 5,852

()

Restricted cash consists of $1.4 million held as collateral against bank guarantees provided to the
Serbian government until September 2011, $1.0 million held as collateral against certain foreign
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2009
(in thousands of Canadian dollars, unless otherwise indicated)

exchange transactions and $4.2 million held as collateral against certain of the copper derivatives
(note 5).

(b) Consists of LCs issued formerly to guarantee reclamation expenditures on the Back River
properties.

10. OTHER LONG-TERM ASSETS

December 31, December 31,

2009 2008

Loans receivable (a) $ 7,710 $ 3,654
Taxes recoverable (b) 2,573 6,009
Other 350 499
$ 10,633 $ 10,162

(a) In December 2008, Chelopech signed a facility agreement with NCS committing to advance up
to US$7.0 million of loans to NCS ("Facility Agreement"). As at June 30, 2009, the total
commitment of US$7.0 million had been advanced. The loan is to be repaid in 12 equal quarterly
instalments commencing on June 1, 2011 and bears interest at US dollar LIBOR plus 4%. By
way of separate agreement, no amounts of principal or interest shall become due and payable
under the terms of the Facility Agreement until the earlier of the date on which all amounts due
and payable by WTI on certain of its indebtedness (maturity date of May 8, 2011) is repaid or the
date falling 30 days after May 8, 2011. During this period, all interest that would otherwise
become due and payable will be capitalized as part of the loan amount and bear interest in
accordance with the terms of the Facility Agreement. The loan is guaranteed by NCS parent
company, WTI, Ongopolo Mining Limited ("OML"), and Weatherly (Namibia Custom Smelters)
Limited. The loan is secured, in part, by a first ranking mortgage bond over the NCS smelter
lease with OML, first ranking security over the assets and issued share capital of NCS, proceeds
and debt service accounts and direct agreements allowing Chelopech the right to "step in" and
manage the smelter under certain circumstances (notes 4, 8(c) and 21).

The loan repayment schedule is presented in the table below:

Principal repayments Payments Due by Period
(in US$ 000's) uptolyear 1-3Years 4-5Years Total
$ - $ 4,083 $ 2,917 $ 7,000

(b) As at December 31, 2009, Deno Gold had $6.5 million of value added tax ("VAT") receivable.
Management believes a portion of this receivable will not be refunded within one year; therefore,
$2.6 million of the VAT has been classified as long-term. Repayment of the VAT claimed is
based on the results of a tax audit.
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(in thousands of Canadian dollars, unless otherwise indicated)

11. PROPERTY, PLANT AND EQUIPMENT

December 31, 2009 December 31, 2008

Accumulated Net Accumulated Net

depreciation book depreciation book

Cost & depletion value Cost & depletion value

Mineral properties

Chelopech $119,701 $ 11,918 $ 107,783 $107,595 $ 9,787 $ 97,808
Krumovgrad 42,495 215 42,280 41,493 180 41,313
Serbia (note 21) 4,108 365 3,743 4,046 245 3,801
Deno Gold 60,809 1,587 59,222 59,408 693 58,715
Back River - - - 33,387 - 33,387

$227,113 $ 14,085 $ 213,028 $245929 $ 10,905 $ 235,024

Buildings, plant and equipment

Chelopech $144418 $ 43,840 $ 100,578 $142,758 $ 32,699 $ 110,059
Krumovgrad 2,341 376 1,965 2,354 347 2,007
Serbia (note 21) 4,524 1,968 2,556 4,576 1,329 3,247
Deno Gold 38,675 9,578 29,097 32,577 6,135 26,442
Back River - - - 582 313 269
Corporate 2,440 1,574 866 1,795 1,400 395

$192,398 §$ 57,336  $ 135,062 $184,642 $ 42,223 $ 142,419

$419,511 § 71,421 $ 348,090 $430,571 $ 53,128 §$ 377,443

Scope changes following a comprehensive review of the Chelopech mine and mill expansion project
resulted in a write-down of fixed assets of $4.1 million (US$3.5 million) in 2009.

On June 9, 2009, DPM completed the sale of its Back River exploration project in Nunavut to Sabina.
As more fully detailed in note 8(a), the total proceeds received from the transaction were $35.0 million,
including $7.0 million cash, resulting in a gain on sale of the exploration property of $0.8 million and
associated future income tax recovery of $6.0 million (notes 8 and 16). In 2008, the Company wrote
down the carrying value of its Back River project by $47 million to its estimated fair value of $34 million.

Assets under capital leases included in equipment are detailed below:

December 31, 2009 December 31, 2008
Accumulated Net Accumulated Net
depreciation book depreciation book
Cost & depletion value Cost & depletion value

Equipment

Chelopech $ 9831 $ 813 $ 9,018 $ 2901 $ - $ 2901
Serbia 15 - 15 - - -
Corporate 284 23 261 - - -
$ 10,130 $ 836 $ 9,294 $ 2901 $ - $ 2901

There is risk and uncertainty around obtaining the required permits to advance the Krumovgrad
project. In the event that all permits necessary to develop the project are not obtained and all legal
avenues are exhausted, an impairment of the project carrying value may be required. In September
2009, the Ministry of Environment and Water issued a Commercial Discovery Certificate for the
Krumovgrad gold deposit. Management continues to take steps to advance its permits and remains
committed to the future development of the Krumovgrad property.

DUNDEE PRECIOUS METALS INC. | 62



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the year ended December 31, 2009
(in thousands of Canadian dollars, unless otherwise indicated)

12.

ASSET HELD FOR SALE

The long-term asset held for sale relates to an oxygen plant that is owned by Chelopech and is
currently being marketed for sale. The final consideration may differ from the December 31, 2009
carrying value, which is stated at the lower of its carrying amount and fair value less cost to sell.

13. LONG-TERM DEBT
December 31, December 31,
2009 2008
Total long-term debt $ 18,862 $ 26,025
Less: current portion 5,371 5,633
Long-term debt $ 13,491 $ 20,392

On April 6, 2005, Chelopech signed a US$10 million loan agreement with the European Bank for
Reconstruction and Development (“EBRD”). The loan is guaranteed by the Company. It bears interest at
LIBOR plus 1.0% and is repayable in eight equal semi-annual installments beginning June 2007.

On July 24, 2008, Chelopech concluded an amendment and restatement agreement with the EBRD to
amend and restate its existing US$10 million long-term loan agreement, increasing it to an aggregate
amount of US$25 million. The additional US$15 million of indebtedness is guaranteed by the
Company, bears interest at U.S. dollar LIBOR plus 1.6% and is repayable in 10 equal semi-annual
installments beginning December 22, 2010. Under the amended agreement, Chelopech must maintain:
(i) a forecast debt service coverage ratio of at least 1.2:1, tested annually, (ii) a current ratio in excess
of 1.2:1, and (iii) a minimum net worth, defined as consolidated shareholders’ equity, of US$45 million.
Under its guarantee arrangement with the EBRD, DPM must maintain a current ratio of 1.5:1 and a
minimum net worth of US$200 million. As of December 31, 2009, Chelopech and DPM both were in
compliance with their respective debt covenants.

On December 22, 2005, Deno Gold obtained a US$4.5 million loan from the EBRD. The loan is
secured by: (1) a first ranking pledge over a Deno Gold bank account through which all concentrate
sales are credited and must maintain, at all times, an amount no less than the next three months debt
service requirement, which was $0.02 million as at December 31, 2009; (2) a first priority pledge of the
shares in Deno Gold; and (3) as of June 2009, DPM parent company guarantee. On June 19, 2009
DPM and the EBRD entered into a guarantee arrangement wherein DPM unconditionally undertakes to
ensure full payment of all interest and principal currently owing under the loan. In response, the EBRD
agreed to waive, for the period up to and including May 10, 2010, compliance by Deno Gold with
certain covenants, including all financial covenants. The loan bears interest at LIBOR plus 5.5% and is
repayable in eight equal semi-annual installments, beginning March 2007. In a loan amendment dated
June 23, 2009, the margin on the loan was reduced from 5.5% to 2.5%.
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The debt repayment schedule is presented in the table below:

Principal repayments

Payments Due by Period

(in US$ 000's) uptol1year 1-3Years 4-5Years over5years Total
Chelopech EBRD $ 4,000 $ 6,000 $ 6,000 $ 1,500 $ 17,500
Deno Gold EBRD 1,125 - - - 1,125

$ 5125 § 6,000 $ 6,000 $ 1,500 $ 18,625

14. RECLAMATION AND OTHER LONG-TERM LIABILITIES

December 31,

December 31,

2009 2008

Asset retirement obligations (a) $ 20,020 $ 18,362
Environmental commitments (note 15(a)(ii) 3,091 3,582
Long-term leases (b), (c), (d) and (e) 7,867 2,939
Royalties (note 15(a)(i)) 3,272 -
Other 1,497 364
35,747 25,247

Less: current portion 3,240 908
$ 32,507 $ 24,339

(a) In 2008, a US$7.2 million increase in the undiscounted, inflation-adjusted estimated mine site
closure costs at Deno Gold was recorded, for a total estimated legal obligation of US$10.5
million. This amount is expected to be expended between 2010 and 2017. The anticipated future
cash flows are discounted using a credit adjusted risk free rate of 9% after inflation growth of 3%

per annum.

The following table shows the movement in the asset retirement obligation liabilities for Chelopech

and Deno Gold:

Chelopech Deno Gold Total

Carrying value, December 31, 2007 $ 112901 § 2,163 $ 13,454
Change in estimate - 3,512 3,512
Accretion expense 1,109 287 1,396
Carrying value, December 31, 2008 $ 12400 $ 5962 $ 18,362
Accretion expense 1,135 523 1,658
Carrying value, Decermber 31, 2009 $ 13535 $ 6,485 $ 20,020

(b) On December 22, 2008, Chelopech entered into a long-term lease agreement for the purchase
of mine and mobile equipment. The lease amount is payable in 36 equal monthly installments
and matures on December 28, 2011. The aggregate amount of minimum lease payments over
the term of the lease is Euro 1.7 million (Cdn$2.9 million), excluding imputed interest of Euro 0.2

million (Cdn$0.4 million). The interest rate is 8.05%.
Following is the schedule of future minimum lease payments:

Minimum lease payments

Payments Due by Period

(in Euro 000's) uptolyear 1-3Years 4-5Years over5 years

Total

642 642 -

1,284
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(c)

(d)

(e)

On July 24, 2009, Chelopech entered into a long-term lease agreement for the purchase of
mobile equipment. The lease amount is payable in 10 equal quarterly installments and matures
on July 31, 2012. The aggregate amount of minimum lease payments over the term of the lease
is Euro 0.8 million (Cdn$1.0 million), excluding imputed interest of Euro 0.08 million (Cdn$0.1
million). The interest rate is 7.05%.

Following is the schedule of future minimum lease payments:

Minimum lease payments Payments Due by Period
(in Euro 000's) uptolyear 1-3Years 4-5Years overb5 years Total
252 441 - - 693

In December 2009, Chelopech entered into long-term lease agreements for the purchase of
mobile equipment. The lease amounts are payable in 26 to 36 variable monthly installments with
maturities ranging from July 31, 2012 to February 28, 2013. The aggregate amount of minimum
lease payments over the term of the leases is Euro 3.0 million (Cdn$4.7 million), excluding
imputed interest of Euro 0.2 million (Cdn$0.3 million), using an interest rate of 5.93%. The
interest rate is variable based on the one month Euro Interbank Offered Rate plus 5.5%.

Following is the schedule of future minimum lease payments:

Minimum lease payments Payments Due by Period
(in Euro 000's) uptolyear 1-3Years 4-5Years over5 years Total
1,266 1,727 19 - 3,012

In 2009, DPM entered into long-term lease agreements for the purchase of computer equipment.
The lease amounts are payable in 36 equal monthly installments with maturities ranging from
June 2012 to December 2012. The aggregate amount of minimum lease payments over the term
of the leases is $1.1 million, excluding imputed interest of $0.08 million. The interest rate is 5%.

Following is the schedule of future minimum lease payments:

Minimum lease payments Payments Due by Period
(in Cdn$ 000's) upto1year 1-3Years 4-5Years overb5years Total
366 603 - - 969

15. CONTINGENT LIABILITIES AND COMMITMENTS

(a)

Concession Obligations

In July 2008, DPM agreed the following amendments to its Mining Concession Contract with the
Bulgarian Government:

(i) Chelopech will pay a higher royalty in accordance with the Bulgarian Ordinance on Royalty
Computation for all the metals that can be mined economically from the Chelopech deposit.
The royalty will be calculated on a sliding scale of 2% to 8% at a profitability ratio of 10% to
60%. The new royalty, which came into effect on July 31, 2008, replaced the 1.5% fixed rate
royalty entered into in 2004. The royalty in excess of 1.5% is being accrued but is payable
only after construction of the Metals Processing Facility (‘“MPF”) commences.

(ii) Chelopech will provide a financial guarantee for environmental and rehabilitation costs for
the Chelopech mine and facilities. The Company will prepare and submit a closure and
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rehabilitation plan for approval to the Ministries of Economy and Energy (“MoEE”) and of

Environment and Water (“MoEW”),

Under the new agreement, there is no requirement to make deposits into the environmental
escrow account. Prior to entering into this new agreement, DPM was required to deposit 50% of
the original concession fees into an escrow account to fund future environmental risk
management and remediation costs. The balance in the escrow account on December 31, 2009
was US$2.9 million (Cdn$3.1 million) and is included in restricted cash (note 9), and the related

commitments are included in other long-term liabilities (note 14).

Pending the receipt of all necessary permits to commence construction of the MPF and
satisfactory resolution of all appeals related to such permits and the Environmental Impact
Assessment, the Company will considerably limit its activities with respect to the advancement of

this project.

(b) Gold/Copper Concentrate Sales

In December 2008, Chelopech contracted with NCS, a subsidiary of WTI, for the sale of all or
substantially all of its concentrate production through the year 2013. In August 2009, the
concentrate purchase arrangement between NCS and Chelopech was extended from 2014 to,
and including, the year 2020 giving Chelopech the right to sell up to 140,000 tonnes of
concentrate per year to NCS. Chelopech may reduce concentrate sales on 12 months’ notice to

allow for the start-up of its planned investments in the MPF (note 21).

Deno Gold has agreed commercial terms for the sale of all its zinc concentrate production for
2010 and 2011. Deno Gold is currently negotiating the terms for the sales of its copper/gold

concentrates production for 2010.

The Company currently has sales contracts with three customers for its 2010 production and
from time to time contracts for the sale of concentrates to other entities. Approximately 73% of
the Company’s aggregate projected concentrate sales for the year 2010 are to one customer.

(c) Contractual Obligations

The Company had the following minimum future contractual obligations at December 31, 2009:

Contractual Obligations Payments Due by Period

Total upto1year 1-3Years 4-5Years over5 years
Total long-term debt $19,575 §$ 5386 $ 6,306 $ 6,306 $ 1,577
Capital lease obligations 7,933 3,245 4,659 29 -
Operating lease obligations 1,796 941 663 19 173
Purchase obligations 18,620 16,886 1,734 - -
Other long term obligations 294 85 103 106 -
Total contractual obligations $48218 $ 26,543 $ 13,465 $ 6,460 $ 1,750

(d) Credit Agreements

On April 15, 2008, Chelopech concluded a US$5.0 million short-term, revolving credit facility for
working capital purposes, fixed advances and the issuance of bank guarantees and letters of
credit. The credit facility was renewed in April 2009 and matures on April 30, 2010. Advances
under the credit facility, which are guaranteed by DPM, bear interest at the U.S. dollar LIBOR
plus 4%. As at December 31, 2009, there was a US$1.5 million letter of credit written against this

credit facility.
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Chelopech has entered into a US$2.0 million credit agreement for the purpose of providing
letters of guarantee for future royalty payments under its concession license agreements. The
Company has provided an unconditional payment guarantee for the benefit of the institution
providing the credit facility. As at December 31, 2009, letters of guarantee amounting to US$1.4
million had been written against this credit facility.

BMM has entered into a US$0.3 million credit agreement for the purpose of providing letters of
guarantee for certain of its obligations under its exploration license agreements. The Company
has provided an unconditional payment guarantee for the benefit of the institution providing the
credit facility. As at December 31, 2009, letters of guarantee amounting to US$0.04 million had
been written against this credit facility.

16. INCOME TAXES

(a) The reconciliation of the expected combined federal and provincial statutory income tax rates to the
effective tax rate on earnings is as follows:

2009 2008
Combined federal and provincial
statutory income tax rates 33.00% 33.50%
Income tax (recovery) at Canadian statutory rates $ 3,099 $(28,127)
Adjusted for the effect of:
Difference due to decrease in enacted tax rates and effect on
current year losses 1,728 -
Lower rate on foreign earnings (9,376) (7,534)
Unrecognized tax benefit relating to foreign and Canadian losses 7,547 23,831
Non-taxable portion of capital gains (234) (4,757)
Change in allowance on investments and property 6,359 8,701
Reversal of flow-through shares tax liability from
Back River sale (6,036) -
Non-deductible writedown of investments 373 1,262
Non-deductible stock compensation 717 518
Other, net 168 1,340
Provision for (recovery of) income taxes $ 4345 $ (4,766)
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(b) Significant components of the Company’s future income taxes as at December 31, 2009 and 2008
are as follows:

As at December 31, 2009 2008

Future Income Tax Assets

Financing costs $ 1,132 $ 2,058
Non-capital losses 3,448 1,131

Stock compensation 429 200
Investments 1,495 1,731

Depreciable property, plant and equipment 595 575
Other 903 1,273
Gross future income tax asset 8,002 6,968
Valuation allowance (7,142) (1,731)
Net future income tax asset 860 5,237

Future Income Tax Liabilities

Depreciable property, plant and equipment (1,622) (2,037)
Flow-through shares - (5,990)
Deferred exploration (4,766) (5,261)
Other (1,344) (722)

(7,732) (14,010)
Net future income tax liability $ (6,872) $ (8,773)

As at December 31, 2009, the Company had gross future income tax assets of $8.0 million against which
a valuation allowance of $7.1 million was recognized due to the uncertainty around the potential use of
these assets against future Canadian taxable income.

Included in the $7.1 million valuation allowance is a full valuation allowance of $3.4 million relating to the
future tax asset generated from the 2009 Canadian non-capital losses of $13.8 million. These losses
expire in 2029.

In 2009, DPM reversed $6.0 million of future income tax liabilities related to flow through share
financing as a result of the sale of the Back River properties on June 9, 2009 (notes 8 and 11).

17. LONG-TERM COMPENSATION

In 2004, the Company established a Deferred Share Unit (“DSU”) Plan for directors and employees. The
DSUs are phantom shares which mirror the value of the Company’s publicly-traded common shares.

Under the Employee DSU Plan, grants to employees of the Company are determined by the board of
directors or the compensation committee in lieu of a cash bonus. The DSUs vest immediately and are
redeemable in cash on the date the employee ceases to be employed by the Company. Under the
Director DSU Plan, effective January 1, 2005, directors receive a portion of their annual
compensation in the form of DSUs. The DSUs vest immediately and are redeemable in cash on the
date the director ceases to be a director of the Company. During the year 2009, 23,771 Director
DSUs were granted (2008 — 24,000) under the Director DSU Plan and $60 (2008 - $115) was
recognized as stock based compensation expense. There were 8,383 DSUs redeemed during the
year ended December 31, 2009 for cash of $29 (2008 — 9,090 for cash of $58). The outstanding
DSUs were marked-to-market at December 31, 2009, and, as a result of the increase in the market
value of the Company’s shares in 2009, $996 was charged to earnings over the year ended
December 31, 2009 (2008 - $2,601 credited to earnings).
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The following is a continuity of the DSUs for the years indicated:

December 31, 2009

December 31, 2008

Number Amount Number Amount
Balance at beginning of year 462,705 $ 689 447795 $ 3,233
Issued during the year 23,771 60 24,000 115
Redeemed during the year (8,383) (29) (9,090) (58)
Mark-to-market adjustments - 996 - (2,601)

Balance at end of year

478,093 $ 1,716

462,705 $ 689

18. STOCK BASED COMPENSATION

The Company has established an incentive stock option plan for the directors and selected
employees. Pursuant to the plan, the exercise price of the option cannot be less than the market
price of the common stock on the trading date preceding the day the option is granted. Under the
plan, an aggregate of 6,500,000 shares from treasury are available for issue. Options vest over a
three year period and expire five years after the date of grant.

In May 2008, the stock option plan was amended to allow for the grant of options with an expiry date
of up to 10 years following the date of such grant. In addition, the plan was also amended to include
the addition of share appreciation rights (“SARs”). This amendment will allow the board of directors,
at its discretion, to grant the holders of the options the ability to terminate such options and receive a
cash payment from the Company in an amount equal to the product of the number of options
terminated multiplied by the difference between the exercise price of such options and the current
price of the common shares. The common shares not issued as a result of the options being
terminated pursuant to SARs will be returned to the pool of common shares reserved for issuance
under the plan. During the year, the Company terminated 50,000 stock options and paid $92
pursuant to SARs (2008 - $nil).

Total stock options outstanding as at December 31, 2009 and 2008 were:

Year ended Year ended
December 31, 2009 December 31, 2008
Weighted Weighted
average average
Options exercise Options exercise
(number) price (number) price
Balance at beginning of year 5,229,492 $ 7.40 5,217,500 $ 7.94
Granted 2,535,000 1.41 510,325 2.92
Terminated or exercised (50,000) 1.37 - -
Cancelled or expired (3,943,800) 7.49 (498,333) 8.45
Balance at end of year 3,770,692 $ 3.35 5,229,492 $ 7.40
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Options outstanding

Options exercisable

Number Weighted Number
outstanding average  Weighted exercisable = Weighted
Range of as at remaining average as at average
exercise December 31, contractual exercise December 31, exercise
prices 2009 life (years) price 2009 price
$1.37-$3.33 2,875,000 422 $ 1.46 129,999 $ 1.81
$6.00-$7.26 153,025 3.17 6.72 67,676 6.79
$7.70-$9.59 522,667 1.80 9.30 432,333 9.27
$10.50-$14.35 220,000 1.63 11.64 220,000 11.64
$1.37-$14.35 3,770,692 369 $ 3.35 850,008 $ 8.54

The fair value of options granted during the year ended December 31, 2009 was estimated using Black-

Scholes option pricing models with the following assumptions:

Five year risk free interest rate  1.5%-2.52%
Expected life in years 4.75

Expected volatility 40.47%-45.61%
Dividends per share -

During the year ended December 31, 2009, the Company granted 2,535,000 (2008 — 510,325) stock
options with a fair value of $1.3 million (2008 - $0.9 million). No stock options were exercised in

either year.

The estimated value of the options granted will be recognized over the vesting period. The stock
option expense for the year ended December 31, 2009 was $1,088 (2008 - $1,867), of which $64
(2008 - $320) was capitalized. As at December 31, 2009, there was $1.7 million (2008 - $2.3 million)
of costs remaining to be charged to earnings in future periods relating to stock option grants.

19. EARNINGS PER SHARE

2009 2008
Basic net earnings (loss) per share
Net earnings (loss) available to shareholders $ 5047 $ (79,195)
Weighted average number of common
shares outstanding 97,540,538 65,967,587
Basic net earnings (loss) per share $ 005 $ (1.20)
2009 2008
Diluted net earnings (loss) per share
Net earnings (loss) available to shareholders $ 5,047 $ (79,195)
Weighted average number of common
shares outstanding 97,540,538 65,967,587
Dilutive effect of stock options 685,416 -
Weighted average number of diluted
common shares outstanding 98,225,954 65,967,587
Diluted net earnings (loss) per share $ 005 § (1.20)

Earnings per share is computed by dividing net earnings available to common shareholders by the
weighted average number of common shares outstanding for the period. Diluted earnings per share
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20.

reflects the potential dilution that could occur if additional common shares are assumed to be issued
under securities that entitle their holders to obtain common shares in the future. The number of
additional shares for inclusion in diluted earnings per share is determined using the treasury stock
method, whereby stock options and warrants, whose exercise price is less than the average market
price of the Company’s common shares, are assumed to be exercised and the proceeds are used to
purchase common shares at the average market price for the period. The incremental number of
common shares issued under stock options and warrants is included in the calculation of diluted
earnings per share.

SEGMENT INFORMATION

The Company has three operating segments: a Canadian based corporate and investment business,
and mining operations and exploration operations in Bulgaria, Canada, Serbia and Armenia.

The following table summarizes the relative information for the following years and as at the dates

disclosed.

2009 2008
Net revenue
Mining operations $ 154,530 $ 105,053
Investments 1,441 23,028
$ 155,971 $ 128,081
Segment earnings (loss)
Mining operations $ 45,268 $ (4,567)
Exploration (5,492) (26,811)
Investments 1,441 23,028
Earnings of combined segments 41,217 (8,350)
Property impairment provisions (4,836) (48,780)
Corporate and administration (23,696) (22,953)
Foreign exchange loss (3,293) (3,878)
Income tax (provision) recovery (4,345) 4,766
Net earnings (loss) $ 5,047 $ (79,195)
Capital expenditures
Exploration $ 1,140 $ 14,182
Mining 37,917 67,978
December 31, December 31,
2009 2008
Assets
Mining operations $ 378,129 $ 369,151
Exploration 59,999 101,577
Investments 108,004 97,906
Asset held for sale 16,593 -
$ 562,725 $ 568,634
December 31, December 31,
2009 2008
Assets
Canada $ 108,042 $ 132,998
Europe 331,720 323,072
Armenia 122,963 112,564
$ 562,725 $ 568,634
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21. SUBSEQUENT EVENTS

Acquisition of Tsumeb Smelter Assets and Related Business

On January 14, 2010, DPM entered into a binding letter of intent (the “LOI”) with WTI for the
purchase of WTI's Tsumeb smelter assets and related business. The acquisition includes all land,
plant and other assets used by or in connection with or which benefit or pertain to WTI’'s smelter
business (the “Transaction”). The consideration to be provided to WTI by DPM upon completion of
the Transaction will be: (i) US$33 million consisting of US$18 million in cash less any amounts drawn
under a US$2 million working capital loan to be provided to WTI as described below and the
issuance of approximately 4,446,420 fully paid common shares of DPM and (ii) the assumption by
DPM of all third party obligations of NCS, a subsidiary of WTI.

Under the LOI, DPM will (subject to any necessary control consents being obtained) provide: (i) a
working capital loan facility to WTI of up to US$2 million, and (ii) a working capital loan facility to NCS
of up to US$ 4 million. As at February 17, 2010, US$2 million had been advanced to WTI under its
working capital loan facility with DPM and US$2 million had been advanced to NCS under its working
capital loan facility with Chelopech.

Subject to contract and completion of the Transaction, DPM has agreed, in principle, with Louis Dreyfus
Commodities Metals Suisse SA (“LDC”), the smelter tolling agent, to settle approximately US$11.4
million of metals exposure and debt, through the payment of US$2 million in cash and US$9.4 million in
common shares of DPM, based on a deemed price of Cdn$3.50 per share. LDC will continue to have
exclusive rights to source the balance of the concentrate for the Tsumeb smelter through to and
including 2020, other than the Chelopech long-term supply contract. The LOI is conditional upon a
number of conditions being satisfied by February 28, 2010 or such other date as the parties may agree.

Sale of Serbian Assets

On January 25, 2010, DPM entered into a letter of intent with PJV Resources Inc. (“PJV”), a private
company, and Rodeo Capital Corp. (“Rodeo”), a capital pool corporation listed on the TSX Venture
Exchange (“TSXV”), for the sale of its Timok gold project through the sale of DPM’s Serbian
subsidiary, Dundee Plemeniti Metali d.o.o. (“Metali”). As consideration for the sale, DPM will receive a
number of units (“Vendor Units”) in the Capital of PJV, such that, upon the completion of the Business
Combination (as defined below) component of the Transaction (as defined below), DPM will hold 60%
of the issued and outstanding capital of the issuer resulting from the Business Combination (the
“Resulting Issuer”), on a non-diluted basis. The initial financing of PJV will generate gross proceeds of
a minimum of $25 million (“Minimum Financing”) with respect to which PJV has entered into an
engagement letter with Dundee Securities Corporation. Each Vendor Unit will be comprised of one
PJV common share and one half of a warrant. Each whole warrant will be exercisable for one
common share for a period of not less than two years and at an exercise price not greater than $0.40
per warrant. In addition, upon completion of a feasibility study (as defined in National Instrument 43-
101) on all or part of the Timok project, DPM shall be issued 25 million common shares in the capital
of the Resulting Issuer, and an additional 25 million common shares of the Resulting Issuer upon a
positive decision being made by the Resulting Issuer to bring all or any part of the Timok project into
production (a total of 50 million common shares if the Resulting Issuer proceeds directly to a mining
decision without a feasibility study).

The PJV acquisition of Metali will be a component of a wider transaction (the “Transaction”) whereby,
as a subsequent step to the acquisition, a three-cornered amalgamation (“Business Combination”) will
be effected pursuant to which PJV (as financing and acquisition corporation) will amalgamate with a
wholly-owned subsidiary of Rodeo, and all the securities of PJV (including those issued to DPM as
part of the sale of its Timok project), will be exchanged for securities of Rodeo. The Transaction will
constitute a Qualifying Transaction (as defined in the policies of the TSXV) for Rodeo.
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22,

The transaction is subject to various conditions, including among other things, approval of the Serbian
government, entering into definitive agreements, all applicable regulatory approvals and completion of
the Minimum Financing. The letter of intent will terminate at the earlier of April 30, 2010 or the date of
execution of a definitive agreement in respect of the Transaction.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the presentation adopted in the
current period.
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