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NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS  
For the three and nine months ended September 30, 2011 and 2010 
(unaudited, in thousands of U.S. dollars, unless otherwise indicated) 

  

IAS 28, Investments in Associates and Joint Ventures 
IAS 28 is amended to conform to changes resulting from the issuance of IFRS 10, IFRS 11 and IFRS 12.  
 
Each of the above five standards has an effective date for annual periods beginning on or after January 1, 
2013, with earlier application permitted so long as each of the other standards is also early applied. The 
early adoption of IFRS 12 is not subject to adopting the other standards. The Company is currently 
assessing the impact of these standards; however, initial indications suggest that these standards are not 
expected to have a significant impact on its consolidated financial statements. 
 
IFRS 13, Fair Value Measurement, issued in May 2011 
IFRS 13 replaces the guidance on fair value measurement in existing IFRS accounting literature with a 
single standard. IFRS 13 defines fair value, provides guidance on how to determine fair value and 
requires disclosures about fair value measurements. However, IFRS 13 does not change the 
requirements regarding which items should be measured or disclosed at fair value. IFRS 13 is effective 
for annual periods beginning on or after January 1, 2013 with early application permitted. The 
implementation of this standard may result in enhanced disclosures regarding fair value measurements in 
the Company’s consolidated financial statements. 
 
International Financial Reporting Interpretations Committee Interpretation 20 (“IFRIC 20”), 
Stripping Costs in the Production Phase of a Surface Mine, issued in October 2011 
IFRIC 20 clarifies the requirements for accounting for stripping costs associated with waste removal in 
surface mining, including when production stripping costs should be recognized as an asset, how the 
asset is initially recognized and subsequent measurement. IFRIC 20 is effective for annual periods 
beginning on or after January 1, 2013 with early application permitted. This standard is not expected to 
have a significant impact on the Company’s consolidated financial statements.  
 
 

3. BUSINESS COMBINATIONS AND OTHER TRANSACTIONS 
 
Dunav 
 
On September 1, 2011, Dunav (previously Queensland Minerals Ltd.) exercised its option agreement with 
DPM, wherein DPM received, amongst other consideration, a 47.5% ownership interest in Dunav in 
exchange for DPM’s remaining Serbian properties, namely its Surdulica molybdenum, Tulare copper and 
gold and other early stage projects in Serbia directly held by Dundee Moly Company d.o.o. As at 
September 1, 2011, the impact of the consolidation of Dunav into DPM’s financial results was an $11.6 
million increase in cash and cash equivalents, a net gain of $6.3 million recognized through contributed 
surplus, and a $7.6 million non-controlling interest on the consolidated statements of financial position.  
 

As a result of this transaction, DPM received 47,257,922 common shares of Dunav and 36,790,009 
warrants to purchase common shares of Dunav at a unit price of $0.40 (Cdn$0.42) which are exercisable 
for a period of 24 months from issuance, subject to acceleration under certain circumstances. 
  
At the time of acquisition, the Dunav warrants were valued at $7.6 million (Cdn$7.4 million). The fair value 
of the warrants was estimated using a Black-Scholes pricing model with the following assumptions: 
 

Risk free interest rate 1.04% 
Expected life in years 2 
Expected volatility 24.20% 
Dividends per share - 
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As at September 30, 2011, DPM had a 47.7% ownership interest in Dunav. DPM’s ownership interest 
increase to 47.7% from 47.5% was due to certain share cancellations by Dunav. The remaining equity 
and voting rights are held by numerous other shareholders, none individually holding a significant 
percentage of the voting rights. There are no other contractual arrangements that would affect the 
assessment of power to control. Given the level of shareholder participation and considering the size and 
dispersion of shareholdings, DPM concludes that its 47.7% ownership interest is sufficient to give it 
control over Dunav as it has the practical ability to direct the relevant activities that significantly affect 
Dunav’s returns and it has exposure to variable returns of Dunav and the ability to affect those variable 
returns through its voting rights.  

 

The non-controlling interest’s share in Dunav’s net loss for the one month post-acquisition period ended 
September 30, 2011 was $0.9 million. The non-controlling interest in Dunav’s net assets as at September 
30, 2011 was $6.6 million.  

 
NCS Acquisition 
 
On March 24, 2010, the Company completed the purchase of NCS, a metals processing and smelting 
operation, in Tsumeb, Namibia, from Weatherly International plc (“WTI”). The fair value of the purchase 
consideration for NCS was $42.4 million, consisting of (i) $18.0 million in cash (less amounts due under a 
$2.0 million working capital loan to WTI), (ii) the issuance of 4,446,420 fully paid common shares of DPM 
at a closing price of Cdn$3.21 per share and (iii) the assumption of $10.4 million of NCS long-term debt 
and accrued interest owing to Chelopech. 
 
The following table states the fair value of the consideration given as at acquisition date: 
 

 
 
The following table sets forth the fair value of identifiable assets and liabilities acquired: 
 

 
 
DPM completed the accounting for the acquisition of NCS in the fourth quarter of 2010. Management’s 
judgments and estimates included: (i) identification of all material assets and liabilities based primarily on 
those outlined in the purchase agreement and knowledge of NCS’ business, (ii) fair value measurement 
of tangible property, plant and equipment with the assistance of an independent appraiser, (iii) valuation 
of an intangible asset related to NCS’ toll processing contract with Louis Dreyfus Commodities Metals 
Suisse SA (“LDC”) using a discounted cash flow methodology, and (iv) measurement of environmental 
obligations with the assistance of an external environment specialist.  

Cash 18,000

DPM common shares 13,917

31,917

Loan advanced from Chelopech and interest thereon 10,435

Total consideration given 42,352

Cash and cash equivalents 1,013

Accounts receivable and other assets 2,588

Inventories 1,519

Restricted cash 535

Intangible asset 35,125

Property, plant & equipment 46,285

Total assets acquired 87,065

Accounts payable and accrued liabilities 15,219

Long-term debt 4,300

Rehabilitation provisions 6,290

Other long-term liabilities 18,904

Total liabilities assumed 44,713

Net assets acquired 42,352
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Transaction costs related to the acquisition totaling $0.5 million were expensed in 2010. 
 
Avala 
 

In April 2010, DPM subscribed for 4,857,000 units of PJV Resources Inc. (“PJV”) at a price of Cdn$0.35 
per unit for total cash consideration of $1.7 million (Cdn$1.7 million). Each unit consisted of one common 
share of PJV and one half of one share purchase warrant. Each whole warrant was exercisable to 
purchase a common share of Avala at Cdn$0.50 per share. 
 
On July 30, 2010, DPM concluded an agreement with PJV and Rodeo Capital Corp. (now Avala 
Resources Ltd.) wherein it received, amongst other consideration, a 50.3% controlling ownership in Avala 
and $1.6 million cash in exchange for DPM’s Serbian subsidiary, Dundee Plemeniti Metali d.o.o. 
(“Metali”). The shares and warrants of PJV subscribed for in April 2010 were issued and converted to 
shares and warrants of Avala as part of this transaction.  
 

As a result of these transactions and the exchange of the PJV shares and warrants, DPM received 
73,437,357 common shares and 36,718,679 warrants of Avala. DPM also received special rights (the 
"Special Rights") to acquire up to an aggregate of 50,000,000 additional Avala common shares for no 
additional consideration, of which 25,000,000 are issuable upon a positive decision by Avala to proceed 
to a feasibility study on all or part of the projects and an additional 25,000,000 are issuable upon a 
positive decision by Avala to bring all or part of the projects into production. 
 
At the time of acquisition, the Avala warrants and Special Rights were valued at $9.3 million (Cdn$9.6 
million) consisting of: a) $1.2 million (Cdn$1.3 million) related to 36,718,679 warrants; and b) $8.1 million 
(Cdn$8.3 million) related to 50,000,000 Special Rights. The fair value of the Special Rights was estimated 
based on the current bid price of the Avala common shares, adjusted for the likelihood of a positive 
decision to proceed to a feasibility study and a positive decision to bring all or part of the projects into 
production. 
 
Pursuant to the certificates and indenture governing certain of the Avala warrants issued on July 30, 
2010, Avala had the right to accelerate the expiry date of each class of warrants any time after October 
25, 2010 if the closing price of its common shares was above Cdn$1.00 for 20 consecutive trading days. 
Having met this precondition, on December 13, 2010 and February 25, 2011, Avala issued notification of 
its decision to accelerate the expiry date of these warrants to January 14, 2011 and March 28, 2011, 
respectively. In response, DPM exercised 2,428,500 warrants to purchase the same number of Avala 
common shares at Cdn$0.50 per share during the fourth quarter of 2010. On March 23, 2011, DPM 
exercised all of its remaining warrants at Cdn$0.50 each, resulting in the acquisition of 34,290,179 Avala 
common shares. Avala’s cash proceeds from the share issuance to DPM were eliminated upon 
consolidation. 
 
As a result of Avala’s notification to accelerate the expiry date of certain share purchase warrants to 
January 14, 2011, Avala also issued 30,139,750 common shares to its non-controlling shareholders for 
the exercise of all of their outstanding warrants for cash proceeds of $15.7 million on January 17, 2011.  
 
As at September 30, 2011, DPM held a 51.4% controlling interest in Avala through its holding of 
110,156,036 common shares. The non-controlling interest’s share in Avala’s net loss for the three and 
nine months ended September 30, 2011 was $3.3 million (2010 - $1.5 million) and $7.6 million (2010 - 
$1.5 million), respectively. The non-controlling interest in Avala’s net assets as at September 30, 2011 
was $22.6 million (December 31, 2010 - $12.4 million).  
 
Vatrin Investment Limited (“Vatrin”): 
 
On December 20, 2010, DPM purchased the remaining 5% interest in Vatrin, to increase its equity 
interest to 100%, for net cash consideration of $1.5 million and the elimination of all associated third party 
indebtedness. Vatrin holds a 100% equity interest in Deno Gold. 
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4. FINANCIAL INSTRUMENTS  
 
Set out below is a comparison by category of the carrying amounts of the Company’s financial 
instruments that are recognized in the interim consolidated statements of financial position: 
 

 
 
The carrying values of all the financial assets and liabilities approximate their fair values as of September 
30, 2011 and December 31, 2010. 
 
(a) Short-term investments 
 
Short-term investments include bankers’ acceptances, guaranteed investment certificates and treasury 
bills with original maturities between three months and less than one year at the time the investment is 
made. 
 

(b) Sabina special warrants 
 
Following the completion of the sale of the Back River exploration project to Sabina Gold & Silver Corp. 
(“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 by Sabina with respect to the project or upon the occurrence of certain other events. 
Each of the special warrants is exercisable for a period of 35 years, into one common share, and one-half 
of one common share purchase warrant (“Warrant”) of Sabina. Each whole Warrant, if issued, will be 
exercisable until June 9, 2014, being five years from the date of closing of the sale of the Back River 
project to Sabina, at the discretion of DPM, for one Sabina common share at a price of $1.02 (Cdn$1.07) 
per Sabina common share. 

Financial instrument 

classification

September 30, 

2011

December 31, 

2010

Financial assets

Accounts receivable Loans and receivables                 41,015 28,443 

Short-term investments (a) Loans and receivables                           -                 13,155 

Sabina special warrants (b) Held for trading                 27,886                 58,695 

Available-for-sale investments (c) Available for sale                 53,362               115,839 

Derivative commodity contract asset

- current portion (d) Held for trading                 28,346                           - 

Derivative commodity contract asset

- long-term portion (d) Held for trading                 14,137                           - 

Financial liabilities

Accounts payable and accrued liabilities Other financial liabilities                 44,646                 35,670 

Long-term debt (note 6) Other financial liabilities                 83,629                 47,532 
Derivative commodity contract liability (d) Held for trading                           -                      124 

Carrying Amount
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The fair value of the Warrants is estimated using the Black-Scholes pricing model with the following 
assumptions: 

 
 
For the three and nine months ended September 30, 2011, the Company recorded unrealized losses of 
$37.6 million (2010 – unrealized gains of $24.1 million) and $30.8 million (2010 – unrealized gains of 
$38.1 million), respectively, on the Sabina special warrants in other income (note 9) in the interim 
consolidated statements of earnings (loss). 
 
(c) Available-for-sale investments 
 
Available-for-sale investments are comprised of investments in certain publicly traded mining companies. 
During the three and nine months ended September 30, 2011, the Company sold a portion of its security 
holdings for total cash proceeds of $nil (2010 - $nil) and $8.4 million (2010 - $0.6 million) and recorded 
realized gains on sale of investments of $nil (2010 - $nil) and $6.3 million (2010 - $0.03 million), in other 
income (note 9) respectively. 
 
(d) Derivative commodity contracts 
 
The Company enters into derivative contracts to mitigate a substantial portion of the copper price 
exposure associated with the time lag between the provisional and final determination of concentrate 
sales. During the nine months ended September 30, 2011, the Company entered into cash settled 
derivative contracts to swap future contracted monthly average prices for fixed prices on 9,799,536 lbs of 
payable copper at an average fixed price of $4.39/lb.  
 
The Company has also entered into derivative contracts to provide price protection on its 2011, 2012, 
2013 and 2014 projected payable copper production. During the nine months ended September 30, 2011, 
the Company entered into cash settled derivative contracts to swap future contracted monthly average 
prices for fixed prices to hedge production during these periods as summarized in the table below: 
 

 
  

September 30, December 31,

2011 2010

Sabina Series A Warrants

Risk free interest rate 0.91% 1.66%

Expected life in years 1.5 1.5

Expected volatility 79.63% 49.36%

Dividends per share -                         -                         

Discount rate 3.50% 3.50%

Sabina Series B Warrants

Risk free interest rate 0.91% 1.66%

Expected life in years 0.3 1.0

Expected volatility 61.13% 50.10%

Dividends per share -                         -                         

Discount rate 3.50% 3.50%

Year of projected 

payable copper production

Volume hedged 

(lbs)

Average fixed price 

($/lb)

2011 11,629,371                                   4.31                                              

2012 22,725,223                                   4.23                                              

2013 6,693,226                                     3.94                                              

2014 7,195,880                                     3.73                                              

48,243,700                                   4.14                                              
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As at September 30, 2011, the fair value gain on the outstanding contracts was $42.5 million, of which 
$28.4 million was contained in other current assets and $14.1 million in investments at fair value in the 
interim consolidated statements of financial position. As at December 31, 2010, the Company recorded a 
fair value loss on these contracts of $0.1 million in other long-term liabilities. 
 
Unrealized gains and losses on these contracts were calculated based on the corresponding London 
Metal Exchange forward copper prices and were recorded in other income (note 9) in the interim 
consolidated statements of earnings (loss). For the three and nine months ended September 30, 2011, 
the Company recorded unrealized gains of $46.9 million (2010 - $nil) and $42.5 million (2010 - $nil), 
respectively. The Company also recorded realized gains on the settlement of some of these contracts of 
$4.0 million (2010 – realized losses of $0.1 million) in other income (note 9) for the three and nine months 
ended September 30, 2011. 
 
Fair value hierarchy 
 
The Company uses the following hierarchy for determining and disclosing the fair value of financial 
instruments by valuation technique: 
 

 Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities; 

 Level 2: techniques based on some inputs which have a significant effect on fair value that are 
observable, either directly or indirectly; and 

 Level 3: techniques based on inputs which have a significant effect on fair value that are not based 
on observable market data. 

 
The following table illustrates the classification of the Company’s financial instruments within the fair value 
hierarchy as at September 30, 2011 and December 31, 2010: 
 

 
 
(a) Total available-for-sale investments excluded $0.08 million (December 31, 2010 - $0.08 million) of an 

investment recorded at cost for which a quoted market price was not available. 
 
During the reporting periods ended September 30, 2011 and December 31, 2010, there were no transfers 
between Level 1, Level 2 and Level 3 fair value measurements.  
 

Level 1 Level 2 Level 3 Total

Financial assets

Sabina special warrants                      -                      -            27,886            27,886 

Available-for-sale investments (a) 53,281                      -                      -            53,281 
Derivative commodity contract asset                      -            42,483                      -            42,483 

Level 1 Level 2 Level 3 Total

Financial assets

Sabina special warrants                      -                      - 58,695 58,695 

Available-for-sale investments (a)          115,761                      -                      -          115,761 

Financial liabilities
Derivative commodity contract liability                      -                 124                      - 124 

As at September 30, 2011

As at December 31, 2010
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The following table reconciles the Company’s level 3 fair value measurements from January 1, 2010 to 
September 30, 2011: 

 
 
 

5. ASSETS HELD FOR SALE  
 
As a result of the Bulgarian Court’s decision in 2010 to revoke the Chelopech Environmental Impact 
Assessment (“EIA”) resolution related to the Company’s planned construction of a Metals Processing 
Facility (“MPF”), the MPF project was cancelled and certain equipment related to the project was 
reclassified as assets held for sale.   
 
As at September 30, 2011, these assets included $25.1 million (December 31, 2010 - $25.7 million) 
relating to a refurbished oxygen plant and other MPF related fixed assets. During the three and nine 
months ended September 30, 2011, these related assets were written down to their estimated fair value 
less cost to sell by $nil (2010 - $nil) and $0.1 million (2010 - $54.0 million), respectively. The 2010 
impairment charge is net of a $3.4 million recovery related to excess royalties previously accrued that no 
longer apply as a result of the Bulgarian Court decision.  
 
Management intent is to sell these assets in the foreseeable future and continues to work with and seek 
out potential buyers.  
 
 

6. LONG-TERM DEBT 
 
(a) Loans 

 

 
 
  

Balance as at January 1, 2010 10,253 

Reclassification of unrealized gains to net earnings

from other comprehensive income (1,290)

Unrealized gains included in net earnings 49,732 

Balance as at December 31, 2010 58,695 

Unrealized losses included in net earnings (30,809)

Balance as at September 30, 2011 27,886 

 Fair value measurements using Level 3 inputs 

Sabina special warrants

September 30, December 31,

2011 2010

Current portion 

NCS loan 1,571                  1,178                  

Long-term portion 

Chelopech loans 79,700                42,818                

NCS loan 2,358                  3,536                  

82,058                46,354                

Total long-term debt 83,629                47,532                
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Chelopech Loans 
 
On December 3, 2010, Chelopech finalized a $66.75 million long-term loan agreement with the European 
Bank for Reconstruction and Development (“EBRD”) and UniCredit Bulbank (“UCB”) to assist in the financing 
of its mine and mill expansion project and to refinance $16.25 million of EBRD indebtedness that was due to 
fully mature in June 2015. On May 10, 2011, Chelopech signed a $14.5 million long-term loan agreement 
with Raiffeisenbank (Bulgaria) EAD (“Raiffeisenbank”). The loan agreement with Raiffeisenbank 
concludes a total of $81.25 million in long-term debt financing (collectively “the Loans”) for the Chelopech 
expansion. As at September 30, 2011, $81.25 million had been fully drawn under the facility.  
 
The Loans, which are guaranteed by DPM and secured by a first ranking charge over the shares of 
Chelopech, are repayable in ten equal semi-annual instalments commencing June 2013 and bear interest at 
a rate of U.S. Dollar LIBOR plus 3.25% until completion of the Chelopech mine and mill expansion and at a 
rate of U.S. Dollar LIBOR plus 2.80% thereafter. The UCB and Raiffeisenbank loans are subject to a cash 
sweep which obligates Chelopech to prepay up to an aggregate amount of 30% of Chelopech surplus cash 
flow rateably to each lender. This mandatory prepayment is limited to the equivalent of two years of loan 
repayments applied in reverse order of maturity. The terms of the Loans require that Chelopech maintain: (i) 
minimum forecast debt service coverage ratio of greater than 1.25:1, (ii) current ratio of greater than 1.2:1, (iii) 
net worth of at least $45 million and (iv) reserve tail ratio (measurement of the reserves that will remain to be 
mined after loan maturity to the total reserves as at the first drawdown) equal to or exceeding 30%. In 
addition, DPM must maintain: (i) current ratio of greater than 1.5:1 and (ii) net worth of at least $200 million. 
As at September 30, 2011, Chelopech and DPM were in compliance with their respective debt covenants. 
 
The Company is also required to provide metal price protection on 15% of Chelopech’s 2012, 2013 and 2014 
projected copper production. To meet this requirement, the Company entered into a number of cash settled 
derivative commodity contracts in January 2011 (note 4(d)). 
 
NCS Loan  
 
NCS has an unsecured loan of $3.9 million from LDC which bears interest at U.S. Dollar LIBOR plus 4%. 
Based on a modified term loan agreement between NCS and LDC signed on May 17, 2010, this loan is 
repayable in twelve equal quarterly instalments commencing June 1, 2011. 
 
Scheduled debt repayments under these loan arrangements are presented in the table below: 
 

 
 

  

up to 1 year 1 - 5 years over 5 years Total

Chelopech loans -                     56,875           24,375           81,250           

NCS loan 1,571             2,358             -                     3,929             

1,571             59,233           24,375           85,179           

Unamortized deferred financing costs (1,550)            

Total long-term debt 83,629           

Payments Due by Period
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(b) Credit Agreements and Guarantees 
 

On November 26, 2010, Chelopech concluded a $16.0 million credit facility consisting of: (i) a $6.0 million 
multi-purpose revolving credit facility that matures on September 30, 2012; and (ii) a $10.0 million 
conditional loan that matures on November 30, 2011 used for the issuance of a bank guarantee in favor 
of the $25.0 million Chelopech mine closure and rehabilitation insurance policy posted with the Ministry of 
Economy, Energy and Tourism. Advances under the credit facility are guaranteed by DPM and bear 
interest at an annual rate of U.S. dollar LIBOR plus 3.25%.  On February 24, 2011, the multi-purpose 
revolving credit facility was increased to $7.0 million. As at September 30, 2011, $4.0 million (December 
31, 2010 - $nil) had been utilized against the $7.0 million revolving facility in the form of letters of credit 
and letters of guarantee and a $10.0 million (December 31, 2010 - $10.0 million) bank guarantee had 
been issued against the conditional loan. The above noted $17.0 million credit facility agreement replaced 
the $10.0 million annual revolving credit facility that was renewed and expanded on September 30, 2010. 
 

Chelopech and BMM maintain credit agreements in the amount of $2.0 million and $0.3 million 
respectively, for the purpose of providing letters of guarantee for future royalty payments under their 
concession and exploration license agreements. These credit agreements are presently due to expire on 
November 30, 2011. The Company has provided unconditional payment guarantees for the benefit of the 
institutions providing these credit facilities. As at September 30, 2011, letters of guarantee amounting to 
$1.95 million (December 31, 2010 - $2.07 million) had been written against these credit facilities.  
 
 

7. REHABILITATION PROVISIONS 
  
The rehabilitation provisions represent the estimated present value of rehabilitation costs relating to the 
Chelopech, Deno Gold and NCS sites, which are expected to be incurred between 2012 and 2023. 
 
Key assumptions used in determining the rehabilitation provisions were as follows: 
 

 
 
Changes to the rehabilitation provisions were as follows: 
 

 

September 30, December 31,

2011 2010

Discount period

Chelopech 2020 - 2023 2020 - 2023

Deno Gold 2012 - 2018 2011 - 2018

NCS 2020 2020

Discount rate

Chelopech 5.30% 5.76%

Deno Gold 12.19% 15.95%

NCS 8.92% 8.54%

Inflation rate

Chelopech 3% 3%

Deno Gold 4% 4%

NCS 5.4% 4%

Chelopech Deno Gold NCS Total

Balance as at January 1, 2010 13,232 4,518 -                     17,750

Remeasurement of provisions 6,453 (527) 2,487             8,413

Acquisition of NCS -                     -                     6,290 6,290

Accretion expense 1,104 667 517 2,288

Balance as at December 31, 2010 20,789 4,658 9,294 34,741

Remeasurement of provisions 1,306             650                (1,298)            658                

Accretion expense 924                566                595                2,085             

Balance as at September 30, 2011 23,019 5,874 8,591 37,484
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8. SHARE BASED COMPENSATION PLANS 
 
Deferred Share Unit (“DSU”) plan 
 

The following is a continuity of the DSUs for the periods indicated: 

 
 
Stock option plans 
 

DPM stock option plan 
 

The following is a continuity of the stock options for the periods indicated: 

 

Number of 

DSUs Amount

Balance outstanding - January 1, 2010 478,093 1,633             

DSUs granted 82,069 350                

DSUs redeemed (12,000) (45)                 

Mark-to-market adjustments -                     3,038             

Foreign exchange -                     194                

Balance outstanding - December 31, 2010 548,162 5,170             

DSUs granted 24,240 201                

Mark-to-market adjustments -                     (632)               

Foreign exchange -                     (278)               

Balance outstanding - September 30, 2011 572,402 4,461             

(in Cdn$)

Balance outstanding - January 1, 2010 3,770,692 3.35               

Options granted 2,046,914 4.13               

Options exercised (100,294) 1.43               

Options forfeited (155,536) 8.22               

Options expired (156,667) 8.88               

Balance outstanding - December 31, 2010 5,405,109 3.38               

Options granted 1,946,000 8.85               

Options exercised (547,343) 2.36               

Options forfeited (599,113) 5.38               

Options expired (110,000) 10.70             

Balance outstanding - September 30, 2011 6,094,653 4.89               

Weighted 

average 

exercise 

price 

per shareNumber of 

options
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The following lists the options outstanding and exercisable at September 30, 2011: 
 

 
 
The Company recorded stock option expenses of $1.3 million (2010 - $0.5 million) and $3.4 million (2010 
- $1.3 million), respectively, for the three and nine months ended September 30, 2011 under the DPM 
stock option plan. 
 
During the nine months ended September 30, 2011, the Company granted 1,946,000 (2010 - 1,946,914) 
stock options with a fair value of $7.3 million (Cdn$7.6 million) (2010 - $3.2 million (Cdn$3.3 million)). As 
at September 30, 2011, there was $6.1 million (Cdn$6.4 million) (December 31, 2010 - $3.3 million 
(Cdn$3.3 million)) of share based compensation cost remaining to be charged to net earnings in future 
periods relating to stock option grants. The fair value of options granted was estimated using the Black-
Scholes option pricing model. Expected volatility is estimated based on historic average share price 
volatility. The inputs used in the measurement of the fair values at the time the options were granted are 
as follows: 
 

 
 
Avala and Dunav stock option plans 
 
Avala and Dunav have established incentive stock option plans for directors, officers, employees and 
consultants. DPM recorded stock option expenses of $1.5 million (2010 - $0.5 million) and $2.1 million 
(2010 - $0.5 million), respectively, for the three and nine months ended September 30, 2011 related to 
these stock option plans. 
 
As at September 30, 2011, there was $4.6 million (Cdn$4.8 million) (December 31, 2010 - $0.9 million 
(Cdn$0.9 million)) of cost remaining to be charged to earnings in future periods relating to Avala and 
Dunav’s stock option grants. 
 
 

  

Range of 

exercise prices 

per share

Weighted 

average 

exercise price 

per share

Weighted 

average 

exercise 

price 

per share

(in Cdn$) (in Cdn$) (in Cdn$)

1.37 - 4.27 3,802,753         2.97                  2.54                  1,862,321      2.12               

6.00 - 7.40 202,400            2.74                  7.10                  102,400         6.81               

8.09 - 9.51 1,989,500         4.39                  8.86                  63,500           9.34               

10.50 - 10.62 100,000            0.10                  10.62                100,000         10.62             

1.37 - 10.62 6,094,653         3.38                  4.89                  2,128,221      2.96               

Options outstanding Options exercisable

Number of 

options 

outstanding 

Weighted 

average 

remaining 

years

Number of 

options 

exercisable 

September 30, September 30,

2011 2010

Five year risk free interest rate 2.05%-2.56% 2.21%-2.55%

Expected life in years 4.75                    4.75

Expected volatility 49.08%-49.35% 46.02%-47.48%

Dividends per share -                         -                         
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9. OTHER INCOME  
 

 
 
 

10. INCOME TAXES 
 
For the three months ended September 30, 2011, DPM reported an income tax expense of $10.9 million 
resulting in an effective tax rate of 23.2%. For the nine months ended September 30, 2011, DPM reported 
an income tax expense of $17.0 million resulting in an effective tax rate of 23.7%. The effective tax rates 
were lower than the 28.33% Canadian statutory tax rate due primarily to DPM’s mix of foreign earnings 
which are subject to lower tax rates, and lower future tax rates, partially offset by capital gains that have 
been recognized for tax purposes.  
 
For the three and nine months ended September 30, 2010, DPM reported an income tax recovery of $0.8 
million and $4.4 million resulting in effective tax recovery rates of 2.3% and 98.7%, respectively, 
compared with the Canadian statutory tax rate of 31.0%. The tax recovery for the quarter was due 
primarily to the recognition of a previously unrecognized tax benefit relating to Canadian non-capital 
losses. The effective tax rate was also lower due to DPM’s mix of foreign earnings which are subject to 
lower tax rates. For the nine months ended September 30, 2010, the tax recovery was due primarily to 
the recognition of a previously unrecognized tax benefit relating to Canadian non-capital losses and the 
non-taxable portion of unrealized gains partially offset by an unrecognized tax benefit relating to foreign 
losses.  
 
 

11. EARNINGS PER SHARE 
 

 
 
 

September 30, September 30,

2011 2010 2011 2010

(Losses) gains on available-for-sale 

investments and Sabina special 

warrants (37,588)          24,585           (24,550)          38,662           

Gains (losses) on derivative 

commodity contracts 50,859           (128)               46,533           (108)               

Net foreign exchange (losses) gains (500)               1,528             (1,575)            (2,698)            

Loss on settlement of metals exposure -                     -                     -                     (1,577)            

Other 1,249             (206)               557                (342)               

14,020           25,779           20,965           33,937           

Three months ended Nine months ended

2011 2010 2011 2010

Net earnings attributable to 

common shareholders 40,279 35,601 63,431 1,465 

Weighted average number of common

shares outstanding   125,132,668   124,956,122   125,076,618 116,583,817 

Effect of stock options and warrants     15,266,329       8,517,383     15,440,439       6,088,880 

Diluted weighted average number

of common shares   140,398,997   133,473,505   140,517,057   122,672,697 

Basic earnings per share                0.32 0.28 0.51 0.01 
Diluted earnings per share                0.29 0.27 0.45 0.01 

Three months ended Nine months ended

September 30, September 30,
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12. KEY MANAGEMENT REMUNERATION 
 
The Company’s related parties, as defined by IAS 24, Related Party Disclosures, include its key 
management. Key management includes directors (executive and non-executive), the Chief Executive 
Officer (“CEO”) and the Vice Presidents reporting directly to the CEO.  
 
The remuneration of the key management of the Company, as defined above, for the three and nine 
months ended September 30, 2011 and 2010 was as follows: 
 

 
 

(a) Share based compensation reflects the fair value of stock options and DSUs granted during the three 
and nine months ended September 30, 2011 and 2010 (note 8). 

 
 

13. SUPPLEMENTARY CASH FLOW INFORMATION 
 
(a) Items not affecting cash comprise the following: 

 

 
 

  

2011 2010 2011 2010

Salaries, management bonuses 

and director fees 1,248             1,007             3,668 3,190

Other benefits 9                    8                    737 57

Share based compensation (a) 68                  69                  3,621 1,564

Total remuneration 1,325             1,084             8,026             4,811             

Nine months endedThree months ended

 September 30,  September 30,

September 30, September 30,

2011 2010 2011 2010

Depreciation and amortization 7,922 6,628 23,232 16,965

Net interest expense 315                593 1,026             2,108             

Accretion expense 714                597 2,085             1,560             

Impairment loss on assets held for sale -                     -                     110                54,047           

Share based compensation expense 3,689             1,960 5,624             3,436             

Losses (gains) on available-for-sale 

investments and Sabina special 

warrants 37,588           (24,585) 24,550           (38,662)          

(Gains) losses on derivative commodity

contracts (50,859)          128 (46,533)          108                

Unrealized loss on revaluation of debt -                     -                     -                     678                

Loss on settlement of metals exposure -                     -                     -                     1,577             

Other, net (1,463)            2,125 2,181             2,416             

Items not affecting cash (2,094) (12,554) 12,275           44,233

Three months ended Nine months ended
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(b) Changes in non-cash working capital in operating activities comprise the following: 
 

 
 
 

14. SUPPLEMENTARY SHAREHOLDERS’ EQUITY INFORMATION 
 
(a) Warrant issuances 
 
During 2007, 2,760,000 warrants were issued at a fair value of $4.5 million (Cdn$4.8 million) as part of an 
equity financing. Each whole warrant entitles the holder to purchase one common share at a price of 
$14.31 (Cdn$15.00) until June 29, 2012.  
 
During 2008, 20,444,500 warrants were issued at a fair value of $9.6 million (Cdn$11.9 million) as part of 
an equity financing. Each whole warrant entitles the holder to purchase one common share at a price of 
$3.10 (Cdn$3.25) until November 20, 2015.  
 
A relative fair value calculation was used to present the carrying value of these warrants.   
 
(b) Changes in accumulated other comprehensive income 

 
 
 

  

September 30, September 30,

2011 2010 2011 2010

(Increase) decrease in accounts

receivable and other assets (4,466) (1,207)            (6,429) 5,625             

Decrease (increase) in inventories 6,861             (1,752)            1,287             (1,198)            

(Decrease) increase in accounts payable 

and accrued liabilities (477)               3,395             (377)               901                

Decrease in other liabilities (173)               (209)               (479)               (4,414)            

Changes in non-cash working capital 1,745 227 (5,998)            914

Three months ended Nine months ended

2011 2010

Balance at beginning of period 80,051           4,029             

Unrealized (losses) gains on available-for-sale

 investments, net of income taxes       (47,453) 57,502           

Realized gains on available-for-sale

investments transferred to 

earnings, net of income taxes (5,998) (19)

Balance at end of period 26,600           61,512           

 

Balance at beginning of period 507                -                     

Currency translation adjustments (1,393) (160)

Balance at end of period                (886)                (160)

Accumulated other comprehensive income 25,714           61,352           

Nine months ended

Unrealized gains on available-for-sale investments

Accumulated currency translation adjustments

September 30,
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15. COMMITMENTS AND OTHER CONTINGENCIES 
 
(a) Contractual obligations 
 
The Company had the following minimum future contractual obligations as at September 30, 2011: 
 

 
 

(b) Other 
 

The Company is involved in legal proceedings from time to time, arising in the ordinary course of its 
business. The ultimate liability with respect to current legal proceedings is not expected to have a material 
adverse effect on the Company’s future business, operations and financial condition.  
 
 

16. OPERATING SEGMENT INFORMATION 
 
The Company operates in three operating segments – Chelopech in Bulgaria, Deno Gold in Armenia and 
NCS in Namibia. The nature of their operations and products and services are described in note 1, 
Corporate information. These segments are organized predominantly by the products and services 
provided to customers and geography of the businesses. The Corporate and Other segment includes all 
other items that do not pertain to an operating segment. There are no significant inter-segment 
transactions that have not been eliminated on consolidation. 
 
The following table summarizes the relevant information by segment for the three and nine months ended 
September 30, 2011 and 2010: 
 

 
 

 
 

up to 1 year 1 - 5 years over 5 years Total

Long-term debt (note 6) 1,571             59,233           24,375           85,179           

Finance lease obligations 5,465             12,057           21,836           39,358           

Capital commitments 20,523           -                     -                     20,523           

Purchase obligations 8,588             409                -                     8,997             

Operating lease obligations 962                2,290             2,473             5,725             

Other long-term obligations 99                  172                8                    279                

Total contractual obligations 37,208           74,161           48,692           160,061         

Three months ended September 30, 2011

Chelopech

Deno 

Gold NCS

Corporate 

& Other Total

Revenue 63,918           28,499           20,126           -                     112,543         

Earnings (loss) before
income taxes 50,450           12,962           446                (16,846)          47,012           

Capital expenditures 26,892           4,394             6,430             927                38,643           

Three months ended September 30, 2010

Chelopech

Deno 

Gold NCS

Corporate 

& Other Total

Revenue 30,091           15,810           13,196           -                     59,097           

Earnings (loss) before
income taxes 9,813             5,323             (2,706)            20,894           33,324           

Capital expenditures 12,436           5,345             3,990             1,753             23,524           
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The following table summarizes the total assets and total liabilities by segment as at September 30, 2011 
and December 31, 2010: 
 

 
 
 

17. IFRS FIRST-TIME ADOPTION 
 

Transition to IFRS 
 

As stated in note 2.1, these condensed interim consolidated financial statements are prepared in 
accordance with IAS 34, which is applicable to the preparation of interim financial statements. 
 
The accounting policies have been applied consistently in all periods presented in these condensed 
interim consolidated financial statements. This note explains the principal adjustments made to the 
Company’s previously published Canadian GAAP consolidated financial statements for the three and nine 
months ended September 30, 2010. 

 
  

Three months ended September 30, 2011 Nine months ended September 30, 2011

Chelopech

Deno 

Gold NCS

Corporate 

& Other Total

Revenue 135,237         64,758           50,009           -                     250,004         

Earnings (loss) before
income taxes 76,920           24,334           (7,021)            (22,231)          72,002           

Capital expenditures 54,283           9,831             19,010           4,325             87,449           

Three months ended September 30, 2010 Nine months ended September 30, 2010

Chelopech

Deno 

Gold NCS

Corporate 

& Other Total

Revenue 82,186 29,405 28,859 -                     140,450

(Loss) earnings before
income taxes (26,191)          4,492             (3,236)            20,471           (4,464)

Capital expenditures 29,933 14,550 4,950 3,181 52,614

Chelopech

Deno 

Gold NCS

Corporate 

& Other Total

Total current assets 70,815 41,194 11,156 146,503 269,668         

Assets held for sale 25,096           -                     -                     -                     25,096           

Total non-current assets 219,301         99,258           100,707         180,076         599,342         

Total assets 315,212         140,452         111,863         326,579         894,106         

Total liabilities 130,144 12,366 39,209 20,213 201,932

Chelopech

Deno 

Gold NCS

Corporate 

& Other Total

Total current assets 38,569 34,861 9,294 99,269 181,993

Assets held for sale 25,696 -                     -                     423                26,119

Total non-current assets 174,243 91,258 87,775 255,843 609,119

Total assets 238,508 126,119 97,069 355,535 817,231

Total liabilities 89,215 8,605 39,197 23,696 160,713

As at September 30, 2011

As at December 31, 2010
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The Canadian GAAP consolidated statement of financial position at September 30, 2010 has been 
reconciled to IFRS as follows: 
 

   

Canadian IFRS IFRS

Note GAAP Adjustments Reclassifications IFRS

ASSETS

Current Assets
Cash and cash equivalents 84,673        84,673        
Short-term investments 12,659        12,659        
Inventories 33,317        33,317        

16,107        16,107        
Other current assets 10,128        10,128        

156,884 -                   -                        156,884

Assets Held for Sale 27,968        27,968        

184,852      -                   -                        184,852      

Non-Current Assets

Investments at fair value 147,117      147,117      
Exploration and evaluation 

assets (a) - 90,884              90,884        
Mine properties (a), (b), (d) 167,771      4,494           (95,889)             76,376        
Property, plant & equipment (b), (d) 218,147      87                (183)                  218,051      
Intangible assets (b) - 5,188                5,188          

Deferred tax assets 2,181          2,181          
Restricted cash and 

other long-term assets 26,592        26,592        

561,808      4,581           -                        566,389      

TOTAL ASSETS 746,660      4,581           -                        751,241      

LIABILITIES

Current Liabilities

Accounts payable and accrued 
liabilities 30,799        30,799        

Current portion of long-term debt 5,035          5,035          

Current portion of long-term

liabilities 5,223          5,223          

41,057        -                   -                        41,057        

Non-Current Liabilities

Long-term debt 15,929        15,929        

Rehabilitation provisions (d) 27,166        5,948           33,114        
Share-based compensation 

plans 3,313          3,313          
Deferred tax liabilities (e) 7,998          (77)               7,921          
Other long-term liabilities 23,011        23,011        

77,417        5,871           -                        83,288        

TOTAL LIABILITIES 118,474      5,871           -                        124,345      

EQUITY

Share capital (g) 370,224      734              370,958      

Warrants 14,117        14,117        
Contributed surplus (c) 27,823        561              28,384        
Retained earnings (c) to (g) 102,241      37,927         140,168      

Accumulated other 
comprehensive income (f) 101,864      (40,512)        61,352        

Equity attributable to 
616,269      (1,290)          -                        614,979      

Non-controlling interests 11,917        11,917        
TOTAL EQUITY 628,186      (1,290)          -                        626,896      

TOTAL LIABILITIES AND EQUITY 746,660      4,581           -                        751,241      

common shareholders of the Company

Accounts receivable
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The Canadian GAAP consolidated statement of earnings for the three months ended September 30, 2010 
has been reconciled to IFRS as follows: 
 

 
 
The Canadian GAAP consolidated statement of comprehensive income for the three months ended 
September 30, 2010 has been reconciled to IFRS as follows: 
 

   

Canadian IFRS IFRS

Note GAAP Adjustments Reclassifications IFRS

Revenue (h) 58,969        128                   59,097        

Cost of sales (d) 41,597        212              (559)                  41,250        

Gross profit 17,372        (212)             687                   17,847        

General and administrative
expenses (c) 5,475          24                5,499          

Exploration expenses 2,875          2,875          

Depreciation and amortization 617             617             

Operating profit 8,405          (236)             687                   8,856          

Interest income 902             902             

Finance cost (d) (1,617)        (37)               (559)                  (2,213)        

Other income (d), (h) 24,246        1,661           (128)                  25,779        

Earnings before income taxes 31,936        1,388           -                        33,324        

Current income tax expense 339             339             

Deferred income tax recovery (e) (1,261)        166              (1,095)        

Net earnings 32,858        1,222           -                        34,080        

34,379 1,222 35,601
(1,521)        (1,521)        

Net earnings 32,858 1,222 -                        34,080

- Basic 0.28            -                   0.28            

- Diluted 0.26            0.01             0.27            

Earnings per share attributable to common shareholders of the Company

Net earnings (loss) attributable to:

 Common shareholders of the Company
 Non-controlling interests (note 3)

Canadian IFRS IFRS

GAAP Adjustments Reclassifications IFRS

Net earnings 32,858 1,222 34,080

Other comprehensive income

Net unrealized gains on

available-for-sale investments 38,554 38,554
Currency translation adjustment 37 37

38,591 -                   38,591

Comprehensive income, 

net of income taxes 71,449 1,222 72,671

Common shareholders of the Company         72,911 1,222 74,133
Non-controlling interests          (1,462)          (1,462)

Comprehensive income,
net of income taxes         71,449             1,222         72,671 

Comprehensive income (loss) attributable to:
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The Canadian GAAP consolidated statement of earnings (loss) for the nine months ended September 30, 
2010 has been reconciled to IFRS as follows: 
 

 

Canadian IFRS IFRS

Note GAAP Adjustments Reclassifications IFRS

Revenue (h) 140,342      108                   140,450      

Cost of sales (d) 106,329      605              (1,505)               105,429      

Gross profit 34,013        (605)             1,613                35,021        

General and administrative

expenses (c) 13,992        30                14,022        

Exploration expenses 4,073          4,073          

Depreciation and amortization 1,027          1,027          

Operating profit 14,921        (635)             1,613                15,899        

Interest income 1,711 1,711          

Finance cost (d) (3,819)        (55)               (1,505)               (5,379)        

Impairment loss on assets

held for sale (50,632)      (50,632)      

Other income (d), (h) 34,514        (469)             (108)                  33,937        

Loss before income taxes (3,305)        (1,159)          -                        (4,464)        

Current income tax expense 394             394             

Deferred income tax recovery (e) (4,752)        (50)               (4,802)        

Net earnings (loss) 1,053          (1,109)          -                        (56)             

2,574 (1,109) 1,465

(1,521)        (1,521)        

Net earnings (loss) 1,053 (1,109) -                        (56)

- Basic 0.02            (0.01)            0.01            

- Diluted 0.02            (0.01)            0.01            

Earnings per share attributable to common shareholders of the Company

Net earnings (loss) attributable to:

 Common shareholders of the Company

 Non-controlling interests (note 3)
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(f) Foreign currency translation differences 
 
In accordance with IFRS 1, the Company has elected to reset the cumulative translation adjustment 
account to zero as at January 1, 2010. Total equity did not change as a result of this transfer to retained 
earnings.  
 
(g) Flow-through shares 
 
Flow-through shares are subject to specific guidance under U.S. and Canadian GAAP. However, there is 
no equivalent IFRS guidance. Therefore, the Company intends to adopt a policy in accordance with U.S. 
GAAP whereby the premium paid for flow-through shares in excess of the market value of the shares 
without the flow through features at the time of issue is credited to liabilities instead of equity under 
Canadian GAAP and included in net earnings at the time the qualifying expenditures are made. Also, 
under U.S. GAAP deferred taxes on the renunciation of the flow-through shares should be booked to 
deferred tax expense as opposed to equity under Canadian GAAP.  
 
(h) Derivative commodity contracts  

 
Derivatives that do not meet the criteria for hedge accounting do not get hedge accounting treatment 
even though they may serve as an effective economic hedge. Under Canadian GAAP, "economic hedge" 
gains or losses can be presented within revenue. The distinction between “economic hedges” and “non-
economic hedges” is not recognized in IFRS. IAS 39 requires derivative gains and losses not be reported 
as revenue unless the derivatives are designated revenue hedges for accounting purposes. Therefore, 
gains and losses relating to the Company’s derivative commodity contracts, while effective economic 
hedges, have been reclassified from revenue to other income subsequent to the transition date.  
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