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2009 saw significant progress in European Goldfields' strategy of realising
value from its globally significant 10 million ounces of gold reserves in Europe.
The Board and management team has been strengthened in preparation for
the Company’s transition into a mid-tier producer, with a focus on delivering
key milestones and de-risking its substantial assets in Greece and Romania.
With notable progress being made in the permitting process in both countries
we are confident that 2010 will be the most important year yet for advancing
European Goldfields’ development projects towards production.”

Martyn Konig
Executive Chairman & President



01

European Goldfields Limited  Report and Accounts 2009

Highlights

For the year ended 31 December 2009

Greece
Preliminary Environmental Impact Study approved by Greek State

Skouries basic engineering complete; project advances to detailed engineering

Romania
PUZ process significantly advanced with recent granting of final component permit
Bulk of Basic Engineering complete, including entire plant

+ Technical Report for construction permit application initiated

Exploration
- Group wide 2010 exploration budget of US$15 million

Focus on adding resource ounces near to existing development projects

Corporate

Martyn Konig appointed as Executive Chairman & President

Investor Relations and Treasury function established, rebranding of all corporate communications
+ Added to S&P TSX Global Gold Index

Further strengthened relationship and synergies with Aktor

Financial
2009 sales Increase on 2008 gross profit

S47m  $145n

Project investment during 2009 Working Capital (31 Dec 2009)



A Message to Shareholders

Executive Chairman's Statement

Dear Shareholders
It is my pleasure to present the annual report for the
Company for the year ended 31 December 2009.

In 2009 we achieved the first significant milestone in
European Goldfields’ strategy of realising value from its 10
million ounces of gold reserves in Europe.

Substantial progress in the permitting process in both Greece
and Romania and a strengthened team gives us confidence
that 2010 will be the most important year yet for advancing
European Goldfields’ development projects toward
production.

2009 Reflections
Looking back over 2009, we saw steady performance from our two revenue sources in Greece.

The Company’s mining operation at Stratoni continues to demonstrate European Goldfields' permitting
and environmental capabilities and commitment to the highest levels of social responsibility. The mine
remains cash flow positive and since operations commenced has a track record of replacing more than
the annual tonnage mined by increasing reserves at Stratoni through exploration.The current life of
mine is 5 years and we anticipate a similarly profitable performance throughout this period.

Delivering on commercial targets, the Company has now completed the sale of the pyrite gold
concentrate stockpile at Olympias. Sales of gold concentrate will resume once we receive the permits to
process 2.4 million tonnes of stockpiled tailings arising from the previous operations at Olympias and
when plant rehabilitation is completed. We anticipate this re-processing will commence by the end of
2010, in parallel with refurbishment of underground infrastructure to recommence primary mining
production. Since Olympias already benefits from extensive mining and plant infrastructure including a
concentrator plant, a shaft and a decline, the project can be brought back into efficient operation quickly
and at a relatively modest cost.

October 2009 saw landmark changes in the Company's development. The approval of the Preliminary
Environmental Impact Study ("PEIS") for the Greek gold projects represented a major step in bringing our
high impact portfolio a step closer to production.

The Company is confident that the extensive detail of this successful PEIS process will in turn optimise
approval of the full Environmental Impact Study (“EIS"). This will ultimately lead to the construction of
two significant gold mines in Greece, with a total reserve of 7.5 million ounces of gold and significant

base metal content.

The approval of this PEIS initiated the repositioning of European Goldfields in the market, and has shifted
the market view of our Company from explorer-developer to developer-producer. In tandem, the
decision was taken to initiate some major changes at Board level. My appointment as Chairman and
President in October 2009 came at a pivotal point in the Company's development. This change in
leadership will catalyse the Company’s medium-term plans to become a mid-tier producer.

The Company commenced an internal Corporate Review in November 2009 which was completed in
January 2010. The review focused on assessing the Company’s key resource requirements — personnel,
infrastructure and finance — in order to prepare for the next phase of development. As a consequence of
this review, the Company has already established new Investor Relations and Treasury functions and
further key appointments will be made in the near future. European Goldfields has successfully
completed a rebranding process to better represent the Company as a significant emerging player in
the world gold industry. We have already expanded our positive research coverage by brokers both in
the UK and North America and are in the process of further broadening our market exposure.

A major part of the Review was to prepare a highly detailed technical road map and resourcing plan
which will be implemented as we make further progress with permitting. In addition, the Company
continues discussions regarding the financing of this project portfolio, with significant focus currently on
the project financing of our Romanian project, Certej.We have recently signed a mandate letter with a
group of high quality financial institutions, all with extensive experience and excellent credentials in
global mining finance, to arrange and underwrite a US$125 million debt financing facility.
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2010 a transformational year

We enter 2010 confident that this will be a transformational year. A firm foundation of strategic initiatives
has allowed us to prepare in depth for the opportunities that lie ahead. In the first major development of
the new fiscal year, the Company received the last remaining approval required for the grant of the Zonal
Urbanisation Plan ("PUZ"), a significant permit relating to the Certej project in Romania.

The grant of the PUZ will be a significant milestone; Certej contains 2.4 million reserve ounces of gold, plus
17.3 million reserve ounces of silver,and lies in an area which was a major gold producer historically and
retains considerable future potential. The Company is already well advanced in the next and final
substantive part of the permitting process for Certej, the EIS, and we look forward to delivering further
positive news over the coming months.

Our Greek projects offer a compelling investment case that can easily withstand the current economic
difficulties that Greece faces but also form part of the solution in terms of economic regeneration. Not
only do we believe in the quality of our major projects, each with a mine life of over 20 years, but we have
not experienced any direct or indirect negative effects from the current situation. Greece needs
investment and jobs and we stand by our projects and our commitment to develop them for the benefit
of all our stakeholders.

Our Company is well positioned financially for 2010 with approximately US$113 million in cash at 2009
year end. As we de-risk our portfolio, which is located in the EU, one of the world’s most stable political
jurisdictions, we aim to achieve a rerating of our Company and continue to focus on growing shareholder
value.

Growing gold reserves and resources on a per share basis is fundamental component of the long term
success of any gold company. European Goldfields already benefits from an unusually high level of
reserves,and a high resource to reserve conversion ratio, but has historically held a relatively small
inventory of resource ounces. However, the highly prospective exploration assets held by the Company
show considerable potential to significantly add to the Company’s gold resource ounces by exploration
during the coming year. The broader potential around its current operational and development assets is
largely untested. Newly identified, drill-ready targets present the opportunity to fast track the deployment
of our US$15 million 2010 exploration program.

This coming year will see European Goldfields continue to demonstrate its ability to deliver on permitting,
further de-risking a globally significant gold reserve base and adding shareholder value. We will remain
committed to our core values of sustainable development with an emphasis on longevity and
maintaining a positive impact on all the areas in which we operate. We continue to nurture excellent
community relations, adhere to the highest levels of environmental compliance and implement improved
health and safety initiatives.

Integral to our success is the skill set, commitment and dedication of our local partners both in Romania
and in Greece. We have an experienced management and a dedicated workforce in Head Office and
across our projects all of whom are committed to the ongoing development and success of European
Goldfields.

We thank our shareholders for their continued support and together look forward to a transformational
2010.

On behalf of the Board of Directors

Martyn Konig
Executive Chairman & President

31 March 2010
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Management’s Discussion and Analysis
For the year ended 31 December 2009

The following discussion and analysis, prepared as at 18 March 2010, is intended to assist in the understanding and assessment of the trends and significant
changes in the results of operations and financial conditions of European Goldfields Limited (the “Company”). The following discussion and analysis should be
read in conjunction with the Company’s audited consolidated financial statements for the years ended 31 December 2009 and 2008 and accompanying notes
(the "Consolidated Financial Statements”).

Additional information relating to the Company, including the Company’s Annual Information Form, is available on the Canadian System for Electronic
Document Analysis and Retrieval (SEDAR) at www.sedar.com. Except as otherwise noted, all dollar amounts in the following discussion and analysis and the
Consolidated Financial Statements are stated in thousands of United States dollars.

Overview

The Company,a company incorporated under the Yukon Business Corporations Act, is a resource company involved in the acquisition, exploration and
development of mineral properties in Greece, Romania and South-East Europe. The Company’s Common Shares are listed on the AIM Market of London Stock
Exchange plc and on the Toronto Stock Exchange (“TSX") under the symbol “EGU".

European Goldfields is a developer-producer with globally significant gold reserves located within the European Union.The Company generates cash flow
from its 95% owned Stratoni operation, a high grade lead/zinc/silver mine in North-Eastern Greece and the sale of gold concentrates from Olympias. European
Goldfields will evolve into a mid tier producer through responsible development of its project pipeline of gold and base metal deposits at Skouries and
Olympias in Greece and Certej in Romania. The Company plans future growth through development of its highly prospective exploration portfolio in Greece,
Romania and Turkey.

Cautionary statement on forward-looking information

Certain statements and information contained in this document, including any information as to the Company's future financial or operating performance and
other statements that express management's expectations or estimates of future performance, constitute forward-looking information under provisions of
Canadian provincial securities laws.When used in this document, the words “anticipate”, "expect”, "will", "intend", "estimate", “forecast”, “planned” and similar
expressions are intended to identify forward-looking statements or information. Forward-looking statements include, but are not limited to, the estimation of
mineral reserves and mineral resources, the timing and amount of estimated future production, costs and timing of development of new deposits, permitting
time lines and expectations regarding metal recovery rates. Forward-looking statements are necessarily based upon a number of estimates and assumptions
that, while considered reasonable by management, are inherently subject to significant business, economic and competitive uncertainties and contingencies.
The Company cautions the reader that such forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause the
actual financial results, performance or achievements of the Company to be materially different from its estimated future results, performance or achievements
expressed or implied by those forward-looking statements and the forward-looking statements are not guarantees of future performance. These risks,
uncertainties and other factors include, but are not limited to: changes in the price of gold, base metals or certain other commodities (such as fuel and
electricity) and currencies; uncertainty of mineral reserves, mineral resources, grades and recovery estimates; uncertainty of future production, capital
expenditures and other costs; currency fluctuations; financing and additional capital requirements; the successful and timely permitting of the Company's
Skouries, Olympias and Certej projects; legislative, political, social or economic developments in the jurisdictions in which the Company carries on business;
operating or technical difficulties in connection with mining or development activities; the speculative nature of gold and base metals exploration and
development, including the risks of diminishing quantities or grades of mineral reserves; the risks normally involved in the exploration, development and
mining business; and risks associated with internal control over financial reporting. For a more detailed discussion of such risks and material factors or
assumptions underlying these forward-looking statements, see information under the heading “Risk Factors”. The Company does not intend, and does not
assume any obligation, to update or revise any forward-looking statements whether as a result of new information, future events or otherwise, except as
required by law.
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RESULTS OF OPERATIONS

The Company's results of operations for the year and three-month period ended 31 December 2009 were comprised primarily of activities related to the
results of operations of the Company’s 95%-owned subsidiary Hellas Gold in Greece and the Company's exploration and development programmes in
Romania and Turkey.

GREECE SUMMARY

Permitting - Preliminary Environmental Impact Study Approved

In late September the then Ministry of Environment, Physical Planning and Public Works, completed the Preliminary Environmental Assessment and Evaluation
based on the Preliminary Environmental Impact Study ("PEIS") submitted by the Company’s 95%-owned subsidiary Hellas Gold SA, and issued a pre-approval
of the construction and operation of the Project (the “Pre-Approval”) in the province of Halkidiki, in North-Eastern Greece.

The “Project”, consists of:
+ The development of mining and processing at the Skouries project.
+ The next stages of the Olympias project, namely the mining and processing of ore and metallurgical treatment of the concentrate, to produce gold dore
on site.
+ Continuation of operations at the Mavres Petres deposit of the Stratoni Mine.
+ The expansion of existing port facilities at Stratoni in service of the above projects’ operations.

This Pre-Approval of the Project successfully concludes the major stage of assessment by the authorities and will lead to the preparation and submission of
the Environmental Impact Study (“EIS") and supporting studies required by Greek and European Legislation. The EIS will be based on terms of reference as now
defined by the Pre-Approval. The EIS will be submitted to the relevant authorities for review and the normal European Union public consultation requirements
in the near future. The Company is confident that the extensive detail of the successful Pre-Approval process will in turn now optimise approval of the EIS.

Olympias project

Hellas Gold completed 16 shipments of Olympias concentrates in Q4 2009 (Q4 2008 - 10) and 78 shipments for the year to end Q4 2009 (to end Q4 2008 —
34).This translates into 34,182 tonnes for Q4 2009 (Q4 2008 - 18,566) and 114,882 tonnes for the year end 2009 (2008 — 63,533) of pyrite concentrates sold.
Hellas Gold has now completed the sale of the Olympias pyrite gold concentrate stockpile.

Sales of pyrite concentrates were as follows:

Total
2009 2009 2009 2009 2008 2008 2008 2008
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Sales
Gold concentrate (dmt) 34,182 21,734 32,134 26,832 18,566 12,710 22,479 9,778

Sales of Olympias gold concentrate will resume once Hellas Gold receives the permits to process 2.4Mt of stockpiled tailings arising from the previous
operations at Olympias and when plant rehabilitation is completed. Reprocessed tailings will produce approximately 350,000 tonnes of concentrates
(containing 238,000 oz of gold) over approximately a three year period. Subsequently, the resumption of underground primary mining operations at Olympias
will produce more gold bearing pyrite concentrates for sale. The Company has submitted an EIS to allow the early processing of these existing tailings and
allow the rehabilitation of a significant area of the Olympias valley. It is planned that this re-processing will commence in parallel with refurbishment of
underground infrastructure to recommence primary mining production.

Since Olympias already benefits from extensive mining and plant infrastructure including a concentrator plant, a shaft and a decline, the project can be
brought back into efficient operation quickly and at relatively modest cost. Hellas Gold has commenced engineering work to rehabilitate the Concentrator
starting with a structural review. Scott Wilson Mining Consultants has completed an initial underground mine refurbishment study which is being optimised.
Life of mine schedules, plant refurbishment plans and cost studies for the Olympias project are under technical and financial review with a view to
accelerating the construction of the gold doré plant.

Skouries project

During 2009, Outotec completed the fabrication of the SAG and ball mills, motors and thickeners, which represents the bulk of the process plant for the Skouries
project. Process equipment is held at a storage facility in Thessaloniki which has been approved by Outotec. With the majority of the process plant fabricated the
Company is in a position to minimise the build time upon receipt of final permits. The Greek engineering group ENOIA has issued the Basic Engineering
package to schedule.

Outotec is also well advanced with the Detailed Engineering of instrumentation and control systems for the concentrator plant and ENOIA is coordinating the
overall control package including equipment outside of Outotec'’s supply to provide a fully integrated system. A hydrogeological study by IGME, the Greek
geological survey, has also been completed and detailed design of all civil construction activity including the tailings management facility (‘“TMF") is currently
being undertaken by Omikron Kappa.
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The project utilises established technology and has a simple flow-sheet. The involvement of Outotec through the engineering and construction phases, together
with its process guarantee, will enable a smooth advancement to production and ensure the technical performance of the plant. The balance of the project
represents a large-scale civil construction project which the company believes represents low technical risk and can easily be sub-contracted.

Stratoni operations
The Company's cash flow positive mining operations at Stratoni continue to demonstrate European Goldfields’ permitting and environmental capabilities and
commitment to the highest levels of social responsibility.

Production
Hellas Gold completed 7 shipments in Q4 2009 (Q4 2008 - 10),and 26 shipments for the year to end Q4 2009 (to end Q4 2008 - 30). Hellas Gold's results from its
operations at Stratoni for the eight most recently completed quarters are summarised in the following table:

Total
2009 2009 2009 2009 2008 2008 2008 2008
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Inventory (start of period)
Ore mined (wet tonnes) 8,097 2,293 4,010 1,778 6,489 1,003 2816 -
Zinc concentrate (tonnes) 583 25 621 2,975 2,078 5,660 2,745 1,689
Lead/silver concentrate (tonnes) 857 2,090 1,393 488 1,294 1,238 2,213 49
Production
Ore mined (wet tonnes) 57,247 57,235 60,023 56,892 70,468 69,847 73,137 58,208
Ore milled (tonnes) 63,345 50,167 60,287 52,984 73,320 63,040 73,280 53,675
- Average grade: Zinc (%) 8.64 9.10 8.87 7.85 8.80 8.82 10.37 9.37
Lead (%) 5.40 5.18 5.56 642 6.54 6.40 6.21 535
Silver (g/1) 140 133 141 166 167 160 155 134
Zinc concentrate (tonnes) 10,572 8,495 9,975 7932 12,106 10,451 14,139 9427
- Containing: Zinc (tonnes) 5,080 4,248 4971 3,827 5914 5132 7,004 4,644
Lead concentrate (tonnes) 4684 3,503 4,483 4667 6,750 5,531 6,443 4,035
- Containing: Lead (tonnes) 3,143 2,376 3,060 3,129 4,434 3,726 4,201 2,653
Silver (0z) 236,621 177,650 230,106 240,366 336,336 280,305 316,354 207,215
Sales
Zinc concentrate (tonnes) 8,338 7,937 10,571 10,286 11,210 14,033 11,224 8,371
- Containing payable: Zinc (tonnes)* 3,380 3,325 4427 4,144 4,591 5818 4633 3,454
Lead concentrate (tonnes) 4,717 4,736 3,786 3,762 7,556 5475 7418 1,872
- Containing payable: Lead (tonnes)* 3,030 3,042 2,448 2,347 4,775 3,495 4,628 1,188
Silver (02)* 227,661 228,574 183,452 183,504 363,205 263,464 355,298 95,582
Cash operating cost per tonne milled ($) 173 165 144 156 145 164 161 164
Cash operating cost per tonne milled (€) 17 116 106 119 109 109 103 110
Inventory (end of period)
Ore mined (wet tonnes) 1 8,097 2,293 4,010 1,778 6,489 1,003 2,816
Zinc concentrate (tonnes) 2,817 583 25 621 2975 2,078 5,660 2,745
Lead/silver concentrate (tonnes) 824 857 2,090 1,393 488 1,294 1,238 2,213

*Net of smelter payable deductions

Ore production rates from underground were lower than 2008 due to unexpected poor geotechnical conditions, particularly in the upper levels and in
previously mined areas found not to be backfilled. Grade was also affected as the poor geotechnical conditions forced the operation to mine lower grade areas.

The 220 decline and sump, the 360 adit and the main internal ramp at Mavres Petres were completed and connected during the year. The main fans were
installed in the 360 adit affording the operation much improved access, ventilation and supply facilities. The internal ramp has been extended downwards to the
142 level from the 220 decline to orebody extensions enabling additional large, more productive stopes to be designed and mined. Second accesses from the
main internal ramp to an additional number of levels have been mined in 2009 to provide more mining faces enhancing flexibility.
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ROMANIA SUMMARY

PUZ permit approvals complete
The last remaining approval required for the grant of the Zonal Urbanisation Plan ("PUZ") relating to Certej was recently issued by the Ministry of Environment.
Formal public notice of this approval has been issued in Romania and the full PUZ permit will be granted at the next meeting of the Certej council.

The grant of the PUZ will be a significant milestone which takes European Goldfields one step closer to production. Certej contains 2.4 million reserve ounces of
gold, plus 17.3 million reserve ounces of silver,and lies in an area which was a major gold producer historically and retains considerable future potential. The
Company is already well advanced in the next and final substantive part of the permitting process for Certej, which is the approval of the full Environmental
Impact Study.

Basic engineering substantially complete

The Basic Engineering (“BE") contract for the Certej project process plant and associated infrastructure awarded to Aker Solutions Engineering & Construction
was completed in September 2009. The BE covers the entire process plant engineering, encompassing all three main areas of processing: the concentrator area,
the Albion section and gold-silver doré production by CIL. Xstrata Technology, who are the owners of the Albion Process, were part of the BE team leading the
design of the Albion section of the plant. The capital and operating costs calculated deviated little from previously estimated in-house calculations developed
from the 2008 Cost & Definition study, also conducted by Aker Solutions. Basic design continues on the civil engineering and infrastructure components of the
project. This includes geotechnical investigations with the assistance of Golder Associates UK (“Golder”) for the TMF, dumps and pump tests carried out by
Golder's PasteTec™ division on tailings which will allow the detailed design of the tailings pumping and delivery system.

Technical Report in preparation for Construction Permit application initiated
The Romanian contractor Cepromin has been appointed to prepare the Technical Report, which involves advancing the BE level studies. This work is due for
completion in 2010, which together with the environmental permits will be required for issuing the Construction Permit.

An audit has also been completed by an independent Technical Consultant which was required in order to obtain bank finance. This audit looked at every
material aspect of the project and has confirmed the validity of the Company’s technical approach to the project.

Project Finance

European Goldfields commissioned an Independent Consultant to undertake an audit for the Bank Financing of Certej which is now complete and will form the
basis for the conclusion of a project finance facility. Negotiations with a group of financing institutions are well advanced: a detailed term sheet has been agreed
along with the roles for each institution within the facility.

EXPLORATION SUMMARY
The Board of Directors has approved a group wide, results driven exploration budget of US$15 million for 2010.

Greece

The Stratoni project, the Olympias and Skouries development projects and three drill-ready exploration targets are hosted within European Goldfields’ 317 km?
Greek Licence Area.The total 2010 exploration budget for Greece is US$9.2 million and an aggressive drilling and exploration plan has been developed with the
aim of defining new massive sulphide and porphyry style resources in the indicated and inferred categories.

Results of an airborne geophysics survey have significantly increased the number and extent of conductive anomalies identified within the Licence Area. Some
of these anomalies are already known to host mineralisation and others are currently untested. The EM survey had already successfully confirmed an anomaly
extending eight kilometres of strike at the Piavitsa massive sulphide target; two kilometres of this strike length have massive sulphide drill intercepts which
correspond exactly with the EM anomaly. To put this new exploration target in context, the massive sulphide mineral reserves at Olympias have a strike length
which totals two kilometres. This historic drilling has indicated that the grade, mineralogy and geometry of the Piavitsa mineralisation is similar to that at
Olympias.

In addition, the magnetic component of the survey has already identified a 17 kilometre by six kilometre belt of porphyry intrusives over which a three
dimensional model has been completed defining two other major targets, Fisoka and Tsikara. Follow-up reconnaissance mapping on the ground has confirmed
the presence of porphyry style mineralisation. Historic drill results at Fisoka show mineralisation but Tsikara is a virgin target. The identification of open pittable
porphyry style copper and gold resources has the potential to defer the underground development costs of the Skouries project.

Romania
In Romania a results driven exploration programme has been designed with a total cost of some US$4.4 million with the aim of testing current targets and
delineating early project stage resources.

Along the volcanic belt which hosts the Certej project, surface work including extensive soil sampling, geophysical surveys and re-interpretation of existing data
has outlined a series of epithermal gold targets proximal to the Certej deposit and the historic Brad mines.

In addition porphyry style mineralised targets have been identified around the Deva porphyry which historically produced some 20Mt at 0.8% Cu and with the
gold grade unrecorded.
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Management’s Discussion and Analysis
For the year ended 31 December 2009

Turkey
An exploration budget of US$2.2 million covering a results driven programme of drilling, trenching and continued surface exploration and licence acquisition has
been approved for Turkey.

Mapping and sampling has confirmed that porphyry mineralisation continues to the south of the previously recognised outcrops, and this additional extension
increases the size potential of the porphyry system. A high-grade gold zone has also been identified at some three km to the southwest of the Ardala porphyry.
Trenching has returned bedrock intercepts of between 6 and 46 metres at grades of between 2.8 and 9.6 g/t gold (using a 0.5g/t gold lower cut-off and no
upper cut-off grade) over a 360m strike length with mineralisation open to the south.

The Company continues to consolidate ground to the south of the Ardala licence and has finalised an agreement with Aldridge Minerals Inc ("Aldridge”) for the
joint development of Aldridge’s Derinkoy properties, which covers an area of 40 km2adjacent to the Company’s Ardala Licences. The Company continues to look
for new opportunities in Turkey and the exploration team has conducted a number of exploration site visits to various portfolios, properties and deposits, both
within the Ariana JV area of interest and elsewhere in Turkey.

CORPORATE UPDATE

Board Changes
The Company is pleased to announce that it has appointed Alfred Merton Vinton to its Board of Directors. The appointment of Mr.Vinton as our third
Independent Non-Executive Director will add valuable industry experience and insight to the Board.

Mr.Vinton (aged 71) is Deputy Chairman of The Unipart Group of Companies.He is also a director of Dinamia SCR S.A, GP Investments Ltd, and Hochschild Mining
plc, as well as a number of Latin American and European investment funds. From 1995-2009 he was Chairman of Electra Partners, the well-known private equity
firm. Prior to 1995, he had served as Chief Executive of Quilvest Ltd, Chief Operating Officer of N M Rothschilds, and for 25 years worked for J P Morgan, latterly as
Senior Vice President responsible for the bank’s business in the UK and Scandinavia.

Mr.Vinton is a highly respected and well known industry executive whose appointment will augment the Board's commercial and operational experience.
Mr.Vinton has already joined the Company's Audit, Compensation and Nominating and Corporate Governance Committees.

In addition the Company is pleased to announce the appointment of Varshan Gokool as Vice President, Treasurer. Mr. Gokool brings corporate banking, trading
and industry experience to the management team. Prior to joining European Goldfields, Mr. Gokool was Treasurer at Katanga Mining Limited where he was
responsible for the treasury activities of the Company which included the arrangement of funding for its Kamoto Copper Project in the Democratic Republic of
Congo. Mr. Gokool is a graduate of the University of Cape Town with a B.Bus.Sci (Finance), and is a CFA Charterholder.

European Goldfields added to S&P/TSX Global Gold Index
The Company is pleased to announce that, as a result of Standard & Poor's Canadian index changes following the quarterly S&P/TSX Composite Index review,
European Goldfields has been added to the S&P Global Gold Index.The change will be effective on Monday, March 22,2010.

Positive update on legal proceedings

As reported previously in June 2005, certain residents of Stratoniki village submitted a request for the annulment of the Greek government's joint ministerial
decision approving the EIS for the Stratoni mine (the “JMD Approval”). In November 2005, the same petitioners submitted a request for the annulment of the
decision of the Minister of Development approving the technical study for the exploitation of the Mavres Petres mine that forms part of the Stratoni complex
(the "MOD Approval”). The JMD Approval and the MOD Approval are necessary for the continued operation of the Stratoni mine. In both cases the petitioners
alleged a lack of legal basis for the approvals and potential harm to the environment and their properties. The Greek government, supported by the Company,
the Association of Extractive Companies, and two workers' unions, has taken a position that the approvals are valid. In December 2005, the petitioners requested
an injunction to stop work on the Stratoni project pending the hearing of the requests for annulment, but the court rejected the request. A hearing on both
requests for annulment was held in late 2009 and Company is now pleased to confirm that the Council of State has published its judgement to reject both
requests for annulment in all respects.

Long term incentive plan

European Goldfields is currently finalising a Long Term Incentive Plan (“LTIP") for employees. As benefits under the LTIP will not take effect for some time the
Board has agreed to approve a Special Grant of RSUs and Share Options to inter alia Messrs Rachovides and Morgan-Wynne being Directors and Officers of the
Company and to Messrs Forward and Dimitriadis being Officers of the Company.The Company is examining longer term options such as an Employee Benefit
Trust in the context of developing the LTIP plan. Details of the Special Grant will be finalised and the grant will be actually made once the Company has decided
upon these arrangements and this is expected by 31 March 2010. Options issued under the Special Grant will be priced at $6.03 reflecting the stipulations of the
Company’s Option Plan at the time of Board approval. Further details will be disclosed at the time the Special Grant is actually made.
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Outlook and Strategy

The Company initiated a Strategic Review in November 2009 which was completed January 2010. The review focused on assessing the Company's key resource
requirements — personnel, infrastructure and finance — in order to prepare for the next phase of the Company’s development as it moves towards becoming a
mid-tier producer. As a consequence of this review, the Company has already established a new Investor Relations and Treasury function and further key hires
will be made in the near future. European Goldfields has been through a rebranding process and the new website and communication materials better support
the Company’s intention to reposition itself in the market. We have already expanded our positive research coverage by brokers in the UK and North America
and are in the process of further broadening our exposure.

A major part of the Strategic Review was to prepare a highly detailed technical roadmap and resourcing plan which will be implemented as we further progress
with permitting. In addition, the Company continues to advance discussions on the financing of its project portfolio with initial focus on Certej.

There is considerable potential to significantly add to the Company's gold resource inventory during 2010.The Company already benefits from an unusually high
level of reserves and a high resource to reserve conversion ratio. However, the broader potential around its current operational and development assets is
currently untested and newly identified drill ready targets present the opportunity to fast track the Company’s US$15 million 2010 exploration program with a
view to increasing resource ounces.

The management of European Goldfields continues to demonstrate its ability to deliver on permitting, further derisking a globally significant gold reserve base
and adding shareholder value. As the Company nears the conclusion of the permitting process for its development stage projects, management’s priority will be
to fully realise the potential of its current assets. This demonstration of permitting ability will be brought to bear on any new opportunities presented by the
exploration programme or by acquisition.
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SUMMARY OF FINANCIAL RESULTS

Stratoni operations
The Stratoni mine's financial results for the eight most recently completed quarters are summarised in the following table:

Financial performance

(in thousands of US dollars) 2009 2009 2009 2009 2008 2008 2008 2008
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

$000 $000 $000 $000 $000 $000 $000 $000

Sales 13,656 11,500 9472 4,935 8,465 13,250 13,000 10,097
EBITDA 2,601 1,315 305 (3,025) (5,233) 1,742 1,017 4,057
Gross profit 1,196 (449) (1,561) (4,345) (7,060) 171 (198) 3,060
Capital expenditure 2,053 596 2,793 4214 3,543 2,496 2,086 3,111
Amortisation and depletion 1,405 1,764 1,866 1,320 1,827 1,571 1,215 997

Base metal prices showed a strong improvement throughout 2009, with the prices peaking at the very end of the calendar year. This translated into increasing
base metal revenues across the year,and in Q4 2009 allowed the Stratoni operation to improve its earnings before interest, taxes, depreciation and
amortisation (“EBITDA”") each quarter, ending the year in Q4 2009 with the best quarterly EBITDA performance in since Q1 2008 on an annual basis, however,
revenues in 2009 did not recover sufficiently to match revenues in 2008. For Q4 2009 revenues were higher than Q4 2008 revenues as a result of metal prices
peaking at the end of 2009.

Reconciliation of Stratoni revenues — 2009

(in thousands of US dollars) Zinc Lead Silver Total
$000 $000 $000 $000
Payable metal 15,276t 10,867t 823,1910z n/a
Realised price $1,656t $1,890t $8.060z n/a
Payable metal revenue 25,294 20,542 6,632 52,468
TC/RCs (10,085) (2,771) (631) (13,487)
Transport recoveries/(charges) 181 (140) 0 41
Net revenue 15,390 17,631 6,001 39,022
Prior year adjustments 171 402 (32) 541
Total revenue 15,561 18,033 5,969 39,563

Reconciliation of Stratoni revenues — 2008

(in thousands of US dollars) Zinc Lead Silver Total

$000 $000 $000 $000
Payable metal 18,496t 14,086t 1,077,5500z n/a
Realised price $1,795t $1,874t $7.81oz n/a
Payable metal revenue 33,200 26,398 8420 68,018
TC/RCs (12,671) (8,211) (374) (21,256)
Transport recoveries/(charges) 44 1,090 0 1,134
Net revenue 20,573 19,277 8,046 47,896
Prior year adjustments (727) (2,347) (16) (3,084)
Total revenue 19,852 16,930 8,030 44,812

For the full year 2009, total revenues from base metal concentrate sales fell 12% compared to 2008 as a result of lower concentrate and payable metal sales
volumes, along with lower average zinc prices being realised. Payable zinc and lead in concentrate sales declined 17% and 23% respectively, as a result of lower
mine production in 2009 compared to 2008. Realised zinc prices were $1,656 per tonne, a fall of 8% compared to 2008, whilst lead and silver prices were
marginally improved. Net smelter returns ("NSRs”) in zinc declined slightly in 2009 compared to 2008, whilst a significant improvement was seen in lead NSRs
over the same period, as lead TC/RCs were marked lower under new offtake terms for 2009.
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Reconciliation of Stratoni revenues — Q4 2009

(in thousands of US dollars unless otherwise stated) Zinc Lead Silver Total
$000 $000 $000 $000
Payable metal 3,380t 3,030t 2276610z n/a
Realised price $2,291t $2,380t $8.250z n/a
Payable metal revenue 7,745 7,211 1,879 16,835
TC/RCs (2,389) (810) (210) (3,409)
Transport recoveries/(charges) 19 0 0 19
Net revenue 5375 6,401 1,669 13,445
Prior quarter adjustments 228 (2) (15) 211
Total revenue 5,603 6,399 1,654 13,656

Reconciliation of Stratoni revenues — Q4 2008

(in thousands of US dollars unless otherwise stated) Zinc Lead Silver Total

$000 $000 $000 $000
Payable metal 4,591t 4,775t 363,2050z n/a
Realised price $1,199t $1,292t $7.810z n/a
Payable metal revenue 5,506 6,168 2,835 14,509
TC/RCs (2,979) (1,917) (127) (5,023)
Transport recoveries/(charges) 44 563 0 607
Net revenue 2,571 4814 2,708 10,093
Prior quarter adjustments (46) (1,573) 9) (1,628)
Total revenue 2,525 3,241 2,699 8,465

In Q4 2009, revenues from base metal concentrate sales increased 61% compared to Q4 2008. Although payable zinc and lead in concentrate sales declined
26% and 37% respectively, as a result of lower mine production and lower lead grades compared to Q4 2008, realised prices for zinc were $2,291 per tonne,
91% up on Q4 2008, and $2,380 per tonne for lead, an increase of 84% compared to Q4 2008. Overall higher realised prices and the continued benefit of
higher lead NSRs outweighed lower sales volumes compared to the prior year quarter. In addition, as base metal prices trended upwards, prior quarter
revenue adjustments yielded a net benefit for Q4 2009, compared to negative adjustments in a declining metal price environment for Q4 2008.

Olympias project

Financial performance

(in thousands of US dollars) 2009 2009 2009 2009 2008 2008 2008 2008
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

$000 $000 $000 $000 $000 $000 $000 $000

Sales 5,073 5,537 6,732 5,807 4,309 2,851 5461 2,611
Gross profit 4,067 4,012 4,747 4,003 2,995 1,222 3,668 1,789
Amortisation and depletion 196 124 184 153 106 72 129 56

Olympias had a record year shipping 114,882 tonnes of concentrate in 2009, an increase of 91% over 63,533 tonnes of sales in 2008, and realising revenues of
$23.1 million, 52% higher compared to $15.2 million in 2008.

Hellas Gold completed 16 shipments of Olympias concentrates in Q4 2009 representing 34,182 tonnes of pyrite concentrates sold, an increase of 84% over the
prior year period (18,566 tonnes — Q4 2008). Realised gold prices were higher than the prior year, but negative prior quarter pricing adjustments in Q4 2009
and beneficial transport recoveries in Q4 2008 meant that in dollar terms, revenues from sales of gold concentrates totaled $5.1 million in Q4 2009, an increase
of only 19% over the same period in 2008 ($4.3 million).
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Management’s Discussion and Analysis
For the year ended 31 December 2009

Consolidated results
The Company's statements of profit and loss for the eight most recently completed quarters are summarised in the following table:

Financial performance

(in thousands of US dollars 2009 2009 2009 2009 2008 2008 2008 2008
except per share amounts) Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
$000 $000 $000 $000 $000 $000 $000 $000
Statement of Profit and Loss
Sales 18,729 17,037 16,204 10,742 12,774 16,101 18,461 12,708
Cost of sales 13,466 13,474 13,018 11,084 16,839 14,708 14,991 7,859
Gross profit 5,263 3,563 3,186 (342) (4,065) 1,393 3,470 4,849
Interest income (163) 147 133 508 1,164 1,306 1,502 1,757
Foreign exchange gain/(loss) 88 (501) 1,719 (2,882) (6,253) (2,800) 27) 2,674
Hedge contract profit 373 1,030 1,801 2417 3,165 1,362 391 -
Share of profit/(loss) in associate (3) (187) 18 60 (3) (66) (36) -
Expenses 11,251 5384 4,204 3,740 5,253 6,054 5,058 5017
Profit/(loss) before income taxes (5,693) (1,332 2,653 (3,979) (11,245) (4,859) 242 4,263
Income taxes (991) (1,847) (1,078) 540 17,067 (451) 644 621)
Profit/(loss) after income taxes (6,684) (3,179) 1,575 (3,439 5822 (5,310) 886 3,642
Non-controlling interest (159) 56 (136) 183 519 267 (74) (233)
Profit/(loss) for the period (6,843) (3,123) 1,439 (3,256) 6,341 (5,043) 812 3,409
Earnings/(loss) per share (0.04) (0.02) 0.01 (0.02) 0.04 (0.03) 0.00 0.02

Selected financial information
The Company'’s financial results for the years ended 31 December 2009, 2008 and 2007, and the three-month periods ended 31 December 2009 and 2008 are
summarised in the following table:

Years ended 31 December  Three-months ended 31 December

2009 2008 2007 2009 2008
(in thousands of US dollars) $000 $000 $000 $000 $000
Statement of Profit and Loss
Sales 62,712 60,044 86,405 18,729 12,774
Cost of sales 51,042 54,397 42,618 13,466 16,839
Gross profit 11,670 5,647 43,787 5,263 (4,065)
Interest Income 625 5,729 6,588 (163) 1,164
Hedge contract profit 5621 4918 - 373 3,165
Foreign exchange gain/(loss) (1,576) (6,406) 3,904 88 (6,253)
Share of loss in associate (112) (105) - (3) (3)
Expenses 24,579 21,382 20,844 11,251 5,253
Profit/(loss) before income taxes (8,351) (11,599) 33,435 (5,693) (11,245)
Income taxes (3,376) 16,639 (5,217) (991) 17,067
Profit/(loss) after income taxes (11,727) 5,040 28218 (6,684) 5822
Non-controlling interest (56) 479 (5,019) (159) 519
Profit/(loss)for the period (11,783) 5519 23,199 (6,843) 6,341
Earnings/(loss) per share 0.07) 0.03 0.16 (0.04) 0.04
Balance sheet (end of period)
Working capital 144,899 192,675 226,431 144,899 192,675
Total assets 744,100 766,095 782,131 744,100 766,095
Non current liabilities 145,563 155,727 182,092 145,563 155,727
Statement of cash flows
Deferred exploration and development costs — Romania 5478 6,096 5,735 1,310 1,981
Plant and equipment — Greece 37,153 26,181 21,606 4,101 12,998
Deferred development costs — Greece 2,096 2,489 2,347 745 545

For the year ended 31 December 2009, gross profit and net loss before tax has improved over the same period in 2008 primarily because of a strong
performance from Olympias gold concentrate sales. Stratoni production was constrained by challenging operating conditions, but was more than offset by
sales of Olympias gold concentrate. The Company's old lead hedging programme expired at the end of December 2009 and generated income of $5.6
million for the year.This has been replaced by a new lead and zinc hedging programme for 2010. Working capital declined as the Company continued its
capital expenditure programmes at its operating mine and development projects, but the Company’'s balance sheet remains strong.
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Revenues increased 47% in the three-month period ending 31 December 2009 compared to the three-month period ending 31 December 2008 as a result of
higher base metal prices; however, lower hedge income, foreign exchange movements and income tax credits, along with higher corporate and equity-based
compensation expenses and an impairment of mineral property meant that the Company recorded a loss for the period of $6.7 million compared to a profit of
$17.1 million the same period in 2008.

The Company recorded a loss before taxes of $8.4 million for the year ended 31 December 2009, compared to a loss before taxes of $11.6 million for the same
period of 2008.The Company recorded a net loss (after taxes and non-controlling interest) of $11.8 million ($0.07 loss per share) for the year ended 31 December
2009, compared to a net profit of $5.5 million ($0.03 per share) for the same period of 2008. This twelve month performance was impacted by lower average
realised zinc prices, lower than planned operating performance at Stratoni, lower interest rates, income tax credits and foreign exchange movements offset by
strong Olympias concentrate sales, higher hedge income and lower other operating costs, as described below.

The Company recorded a loss before taxes of $5.7 million for the three-month period ended 31 December 2009, compared to a loss before taxes of $11.3 million
for the same period of 2008. The Company recorded a net loss (after tax and non-controlling interest) of $6.9million ($0.04 loss per share) for the three-month
period ended 31 December 2009, compared to a net profit of $6.3 million ($0.04 per share) for the same period of 2008. For the three month performance,
improving base metal and gold prices, higher other expenses and foreign exchange losses more than offset lower production from Stratoni and lower hedging
and interest income, resulting in higher levels of gross profits and lower pre-tax losses. A very significant income tax credit in Q4 2008 meant that post-tax profits
were created in Q4 2008 compared to post-tax losses in Q4 2009.

In more detail, the following factors have contributed to the above:

+ On average in 2009, base metal prices were lower than the same period in 2008: the price of zinc, the Stratoni mine's primary sales product, averaged $1,689
per tonne, 11% lower than in 2008 which averaged $1,901 per tonne; the lead price averaged $1,743 per tonne for the same period in 2009, a 17% reduction
compared to $2,095 per tonne in 2008. In addition, the Stratoni mine was operating at lower production levels 2009 than in the same period of 2008, with
mine and mill production falling 15% and 14% respectively. Lower metal grades meant that zinc metal in concentrate production fell 20%, and lead in
concentrate production fell 22%. Payable metal sales in 2009 were in line with the overall declining trend in production, with payable zinc sales of 15,276
tonnes, a 17% decrease over the same period in 2008, and payable lead sales down by 23% to 10,867 tonnes.

In contrast there is a positive metal price trend when looking at the three-month periods ended 31 December: during that period in 2008, base metal prices
were reaching their cyclical troughs; subsequently, lead and zinc rallied strongly for the whole of calendar year 2009, peaking in the same period in 2009. Thus
in the three months ended 31 December 2009, zinc averaged $2,241 per tonne and lead $2,313 per tonne compared to $1,219 per tonne and $1,265 per
tonne respectively for the same period in 2008. Sales of payable zinc in Q4 2009 fell 26% compared to Q4 2008, whereas sales of payable lead fell 37% over
the same period.

+ The trend in the Company's gold concentrate sales has remained extremely encouraging:in the year ended 31 December 2009, Hellas Gold sold a total of
114,882 tonnes of gold bearing pyrite concentrates from Olympias, compared to 63,533 in the same period of 2008. Gold prices have broadly traded in a
range between $850 and $950 per ounce for the majority of the period since the beginning of 2008, but at the beginning of Q4 2009, the gold price made a
major break through the psychological $1,000 per ounce barrier and has subsequently maintained a comfortable margin above this level. Therefore the gold
price averaged $974 per ounce in the twelve months of 2009 compared to $872 per ounce in the same period in 2008,and $1,101 per ounce in the quarter
ended 31 December 2009 compared to $799 per ounce for the corresponding period in 2008. Sales in the quarter ended 31 December 2009 also showed a
very positive trend with sales of 34,182 tonnes of concentrate compared to 18,566 tonnes for the corresponding period in 2008.

+ Cost of sales was $51.0 million in 2009 and $13.5 million in Q4 2009, compared to $54.4 million and $16.8 million, respectively, for the same periods of 2008,
and included $7.0 million in depreciation and depletion expenses in 2009, compared to $6.0 million for the same period of 2008. In 2009, lower production
offset by marginally higher US dollar unit operating costs reduced Stratoni cash costs of production by $5.4 million, but these reductions were offset by other
cost increases: transport costs were $2.1 million higher, resulting primarily from significantly higher gold concentrate sales; amortisation and depreciation were
$1.0 million higher mainly because 2008 had benefited from a one off life of mine catch up reduction;and $0.9 million lower because of an inventory write
down in 2008. For the quarter ended 31 December 2009 compared to the same period in 2008, the trends were as follows:lower production levels were
offset by higher US dollar unit operating costs resulting in a $0.3 million increase in cash costs of production; lower sales quarter on quarter resulted in $1.1
million lower transport costs, $0.3 million lower amortisation and depreciation, an increase in inventory of $1.3 million which reduced cost of sales and no
inventory write-down which had increased cost of sales for the three months ended 31 December 2008 by $1.0 million.

- As a result, the Company recorded a gross profit of $11.7 million in 2009 and $5.3 million in Q4 2009, on revenues of $62.7 million and $18.7 million,
respectively, compared to a gross profit of $5.7 million 2008 and a gross loss of $4.1 million in Q4 2008, on revenues of $60.0 million and $12.8 million,
respectively. The Company’s corporate administrative and overhead expenses have increased from $4.9 million in 2008 and $0.9 million in Q4 2008, to $7.3
million and $4.1 million, respectively, for the same periods of 2009. The main elements to this increase in costs occurred in the final quarter, where costs were
incurred relating to the departure of the former CEO plus additional bonus costs.
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+ The Company recorded a non-cash equity-based compensation expense of $6.5 million in 2009 and $4.2 million in Q4 2009, compared to $2.9 million and
$1.4 million, respectively, for the same periods of 2008. Again, the changes relate to events in the final quarter, where equity compensation expense were
incurred upon the appointment of the new Executive Chairman and the joining of the new Vice President — Investor Relations. Equity-based compensation in
20009 relates primarily to restricted share units ("RSUs") and deferred phantom units ("DPUs"), as the Company in recent years has favoured the issuance of RSUs
and DPUs over share options. Both RSUs and DPUs are valued by direct reference to the Company's share price, without the need for estimates to calculate
the fair value of these instruments. RSUs are valued using the share price upon issuance, whilst DPUs are revalued to the Company’s closing share price at the
end of each reporting period. The Company continued a practice of recharging some of its equity-based compensation expense to its operating subsidiaries,
a portion of which is capitalised by such subsidiaries.

- The Company recorded a foreign exchange loss of $1.6 million in 2009 and a foreign exchange gain of $0.9 million in Q4 2009.In comparison, the Company
incurred a foreign exchange loss of $6.4 million in 2008,and a loss of $6.3 million in Q4 2008. These exchange differences arise as a result of changes in the US
dollar values of Hellas Gold's net current assets or liabilities.

+ Hellas Gold's administrative and overhead expenses amounted to $5.4 million in 2009 and $0.7 million in Q4 2009, compared to $7.6 million and $1.4 million,
respectively, for the same periods of 2008. Hellas Gold's administrative and overhead expenses include the costs of the Athens based office and environmental
and water treatment expenses not directly attributable to the Stratoni operation.The principal change was a fall in the total amount spent on local
community projects.

Hellas Gold incurred an expense of $3.4 million in 2009 and $0.8 million in Q4 2009, compared to $5.2 million and $1.3 million, respectively, for the same
periods of 2008, for ongoing water pumping and treatment at its non-operating mines of Olympias and Madem Lakkos backfilling, in compliance with Hellas
Gold's commitment to the environment under its contract with the Greek State. Lower costs were incurred in line with the continued strategy of limiting all
non essential spend where possible at the operations and in other areas of the business.

+ The Company recorded a charge for income taxes of $3.4 million in 2009 and a credit of $1.0 million in Q4 2009, compared to credits of $16.6 million and
$17.1 million, respectively, for the same periods of 2008. This reflects an increase relating to the finalisation of three years of tax accounts at Hellas Gold, and
also the fact that there was a one off tax credit in the final quarter of 2008, as a result of announced future tax rate reductions in Greece.

+ The Company recorded a charge of $0.1 million in 2009 and $0.2 million in Q4 2009 relating to the non-controlling shareholder’s interest in Hellas Gold's profit
(after tax), compared to a credit of $0.5 million and a credit of $0.5 million, respectively, for the same periods of 2008.

Financial instruments

Hedging commitments - The Company enters into financial transactions in the normal course of business and in line with Board guidelines for the purpose of
hedging and managing its expected exposure to commodity prices. There are a number of financial institutions which offer metal hedging services and the
Company deals with highly rated banks and institutions who have demonstrated long term commitment to the mining industry. The Company has one
counterparty in respect of its lead and zinc hedge contracts noted below. Market conditions and prices would affect the fair value of these hedge contracts and
in certain market conditions, where the fair value of the hedge contract is positive to the Company, if this counterparty were unable to honour its obligations
under the hedge contract, the Company would be exposed to the value of the hedge and the difference between the hedged price and the then current
market price on the date of the settlement. The hedges below are treated as cash flow hedges in accordance with CICA 3865: Hedges.

Lead and Zinc hedging contracts - As at 31 December 2009, the Company had entered into hedging arrangements as illustrated below which, for the amount
of production shown, protects the Company from decreasing prices below the floor price and limits participation in increasing prices above the cap price. The
period of the hedge is from 1 January 2010 until 31 December 2010 and is cash settled on a monthly basis between the monthly average of the relevant
commodity price and the cap and floor price, as applicable. As at 31 December 2009, these contracts had a fair value of ($1,064) (2008 - $10,282), determined by
a 3rd party valuation using the appropriate Black-Scholes options valuation model based on the then prevailing market prices including lead and zinc prices,
interest rates and market volatility.

Period January 2010 — December 2010

Lead Zinc
Total Volume (tonne) 6,000 7,800
Monthly Volume (tonne) 500 650
Floor Price ($/tonne) 2,000 2,000
Cap Price ($/tonne) 2,900 2,925

During the year ended 31 December 2009, the Company recorded income relating to its hedging program of $5,621 (2008 - $4,918).

Given the current maturity profile of the hedge, market expectations and parameters, we expect that the fair value of the existing hedge contracts (51,064) will
be released to net income within the next 12 months.
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Related parties
Aktor Construction International ("ACI") Greece's largest construction Company owns 5% of Hellas Gold the Company’s 95% owned subsidiary. AClis a 100%

subsidiary of Ellaktor S.A., which owns 19.7% of the Company’s issued share capital. ACl, which is deemed a related party, contracts management, technical and
engineering services to Hellas Gold.

During the year ended 31 December 2009, Hellas Gold incurred costs of $33,566 (2008 — $41,852) which have been recognised as cost of sales in the statements
of profit and loss and capitalised to property, plant and equipment, for services received from ACI. As at 31 December 2009, Hellas Gold had accounts payable of

$3,881 (2008 - $3,637) to ACl. These expenditures were contracted in the normal course of operations and are recorded at the exchange amount agreed by the
parties. The terms of the payable is 30 days (2008 — 30 days).

LIQUIDITY AND CAPITAL RESOURCES

The Company's balance sheet and cash flows for the eight most recently completed quarters are summarised in the following table:

2009 2009 2009 2009 2008 2008 2008 2008
(in thousands of US dollars Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
except per share amounts) $000 $000 $000 $000 $000 $000 $000 $000
Balance sheet (end of period)
Cash 113,642 124,112 142,728 153,995 170,296 192,456 205,908 215,582
Working capital 144,899 146,158 171,185 176,319 192,675 208,609 216,822 225,673
Total assets 744,100 749,870 753,196 757,206 766,095 775369 796,537 794911
Non current liabilities 145,563 153,882 153,544 154,882 155,727 183,881 185,897 184,635
Statement of cash flows
Cash flows from operating activities (4,589) 2,865 (7,733) (2,923) 883 (6,/421) (609) (3,832)
Investing activities 6,851) (22,793) 6,167) (10,674) (11,672) (5,030 (9,271) (9,909)
- Plant and equipment (4,101) (20,649) (3,450) (8,953) (12,998) (2,971) (3,065) (7,147)
- Deferred exploration
and development costs (2,440) (2,137) (2,600) (1,481) (2,837) (2,007) (1,798) (2,372)
- Other (310) @) (117) (240) 4,163 (52) (4,407) (390)
Financing activities 1,692 - 80 558 (10) - 54 3,563
Effect of foreign exchange on cash (722) 1,312 2,553 (3,262) (6,229) (2,233) 152 2,021
Total movement in cash (10,470) (18,616) (11,267) (16,301) (17,028) (13,384) (9,674) (8,157)

As at 31 December 2009, the Company had cash and cash equivalents of $113.6 million, compared to $170.3 million as at 31 December 2008, and working
capital of $144.9 million, compared to $192.7 million as at 31 December 2008. The Company has sufficient capital for its needs until all the permits to construct
its new mines are received, at which point additional capital will be required. The Company is confident that the bank debt and capital markets have sufficient
liquidity to provide any additional capital it may require to bring its project portfolio into production.

The decrease in cash and cash equivalents as at 31 December 2009, compared to the balances as at 31 December 2008, resulted primarily from capital
expenditure in Greece ($37.2 million), changes in working capital balances ($13.7 million), deferred exploration and development costs in Romania ($5.5 million),
deferred development costs in Greece ($2.1 million), deferred exploration costs in Turkey ($1.1 million), offset by operating cash flow ($2.1 million) and proceeds
from exercise of share options (52.3 million).

The following table sets forth the Company's contractual obligations including payments due for each of the next five years and thereafter:

Payments due by period

Contractual obligations Total Lessthan 1 year 2-3years 4-5years After 5 years
(in thousands of US dollars) $000 $000 $000 $000 $000
Operating lease (London office) 1,421 173 683 565 -
Operating lease (Athens office) 1,047 150 299 299 299
Outotec OT - Processing Plant 3,594 3,594 - - -
Total contractual obligations 6,062 3917 982 864 299

The Company's contractual obligation with Outotec relates to the contract to supply the large technology services for its Skouries project.
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In 2010, the Company expects to spend a total of $65 million in capital expenditures to fund the development of its project portfolio. This amount comprises $3
million at its existing operation at Stratoni to upgrade the mill and mining equipment, $25 million at Olympias as part of the refurbishment of the mine and
process plant,and $5 million at Skouries as the Company expects to continue to spend on engineering studies. At Certej, the Company expects to spend $31
million as it progresses through the final stages of environmental permitting, and advances through the basic and detailed engineering phases. In addition to its
capital expenditure programme, the Company expects to spend $16 million in exploration over the wider licence areas in Greece, Romania and Turkey, $9 million
on Hellas Gold administrative and overhead and water treatment expenses,and $12 million on corporate administrative and overhead expenses. The Company
expects to fund all such costs from existing cash balances and operating cash flow generated from its Hellas Gold operations.

OUTSTANDING SHARE DATA

The following represents all equity shares outstanding and the numbers of common shares into which all securities are convertible, exercisable or exchangeable:

Common shares: 181,777,720
Common share options: 3,406,664
Restricted share units: 823,428
Common shares (fully-diluted): 186,007,812
Preferred shares: Nil

NON GAAP PERFORMANCE MEASURES

The Company uses certain performance measures in its analysis. Some of these performance measures have no meaning within Canadian GAAP and, therefore,
amounts presented may not be comparable to similar data presented by other mining companies. The data is intended to provide additional information and
should not be considered in isolation or as a substitute for measures of performance prepared in accordance with Canadian GAAP.

Cash operating cost per tonne milled is a Non-GAAP measure which the Company uses as a key performance indicator, which reflects the fact that it is a key
performance measure that Stratoni mine management uses to monitor operating performance. The Stratoni ore body produces three saleable products, being
zinc lead and silver. Using a measure which focuses on actual cost of the production process rather than a measurement of cost per product eliminates
distortions resulting from grade mined or realised metal prices,and provides a real indication of cost management compared to tonnage processed.
Management uses these statistics to assess how well the Company’s producing mine is performing compared to plan and to assess overall efficiency and
effectiveness of the mining operation.

The Company provides this cash cost information as it is a key performance indicator required by users of the Company’s financial information in order to assess
the Company’s profit potential and performance relative to its peers. The cash cost figure represents the total of all cash costs directly attributable to the related
mining and processing operations without the deduction of any credits in respect of by-product sales. Cash cost is not a GAAP measure and, although it is
calculated according to accepted industry practice, the Company’s disclosed cash costs may not be directly comparable to other base metal producers. Cash
operating cost per tonne milled is a measure denominated in Euros, and therefore, when stated in US dollars, will be affected by changes in the Euro — US dollar
exchange rate.

The following table reconciles cash operating cost per tonne to cost of sales as disclosed in our income statement for the most recent 8 quarters:

2009 2009 2009 2009 2008 2008 2008 2008
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

(in thousands of US dollars) $000 $000 $000 $000 $000 $000 $000 $000
Milled production (dmt) 63,345 50,167 60,287 52,984 73,320 63,040 73,280 53,675
Cash operating cost per tonne milled (€) 117 116 106 119 109 109 103 110
Cash operating cost per tonne milled ($) 173 165 144 156 145 164 161 164
Cash cost of production 10,948 8,288 8,687 8,278 10,609 10,346 11,831 8,823
Movement in concentrate inventory 916) 1,080 (175) (1,300) 368 893 423 (2,782)
Cash cost of sales - Stratoni 10,032 9,368 8512 6,978 10,977 11,239 12,254 6,041
Amortisation and depletion 1,601 1,888 2,050 1473 1,933 1,643 1,344 1,053
Concentrate transport costs 1,833 2,218 2,666 2423 2,977 1,565 1,664 765
Inventory write-down/adjustments - - (210) 210 952 261 271) -

Cost of sales 13,466 13,474 13,018 11,084 16,839 14,708 14,991 7,859
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Earnings before interest, tax, depreciation and amortisation (“EBITDA") is a Non-GAAP measure which the Company uses as an indicator of the cash generation.
For each operation, it is calculated as gross profit adjusted for all depreciation, depletion and amortisation charges as presented under Canadian GAAP.

CRITICAL ACCOUNTING ESTIMATES

The consolidated financial statements have been prepared on a going concern basis in accordance with accounting principles generally accepted in Canada
(“Canadian GAAP"), which assumes the Company will be able to realise assets and discharge liabilities in the normal course of business for the foreseeable future.
The consolidated financial statements do not include the adjustments that would be necessary should the Company be unable to continue as a going concern
and reflect the following critical accounting estimates.

Deferred exploration and development costs — Acquisition costs of resource properties, together with direct exploration and development costs incurred
thereon, are deferred and capitalised. Upon reaching commercial production, these capitalised costs are transferred from exploration properties to producing
properties on the consolidated balance sheets and are amortised into operations using the unit-of-production method over the estimated useful life of the
estimated related ore reserves.

The proven and probable reserves are determined based on a professional evaluation using accepted international standards for the assessment of mineral
reserves. The assessment involved the study geological, geophysical and economic data and the reliance on a number of financial and technical assumptions.
The estimates of the reserves may be subject to change based on new information gained subsequent to the initial assessment. This may include additional
information available from continuing exploration, results from the reconciliation of actual mining and plant production data against the original reserve
estimates, or the impact of economic factors such as changes in metal prices, exchange rates or the cost of components of production. A total of $784 for Q4
2009 (2008:$939) and $3,216 for the year ended 31 December 2009 (2008: $2,946) was charged to the income statement in relation to depletion of mineral
properties, which were subject to these estimates. If actual reserves prove to be significantly different from current estimates, a material change to amounts
charged to earnings could occur. A total of $480,995 of mineral properties was stated on the balance sheet that are subject to these estimates now and in the
future.

Long-lived assets — All long-lived assets and intangibles held and used by the Company are reviewed for possible impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable.If changes in circumstances indicate that the carrying amount of an asset
that an entity expects to hold and use may not be recoverable, future cash flows expected to result from the use of the asset and its disposition must be
estimated. If the undiscounted value of the future cash flows is less than the carrying amount of the asset,impairment is recognised based on the fair value of
the assets. Under Canadian GAARP, a fall in metal prices is one of a number of factors in whether long-lived assets are subject to impairment. In such
circumstances, management would prepare future cash flow forecasts to establish whether any actual impairment had occurred. These estimates are based on
future expectations,and a number of assumptions and judgments made by management, the same as those required for the estimation of reserves. Current
metal prices do not suggest there has been any impairment on any of the Company's long-lived assets. If such animpairment were to occur, this could result in a
material charge to earnings. A total of $480,995 of mineral properties was stated on the balance sheet that are subject to this estimation process.

Long lived assets are depreciated against operations using the unit-of-production method over the estimated useful life of the estimated related ore reserves.
As stated above, the determination of reserves is dependent upon the reliance on a number of financial and technical assumptions, which may be subject to
change. If actual reserves prove to be significantly different from current estimates, a material change to amounts charged to earnings could occur.

Asset retirement obligation - The fair value of the liability of an asset retirement obligation is recorded when it is legally incurred and the corresponding
increase to the mineral property is depreciated over the life of the mineral property. The future costs of retirement obligations are estimated by management
based upon knowledge of the cost of these activities and a number of assumptions and judgments are made by management in their determination. These
estimates are regularly reviewed for reasonableness and any changes to the original cost estimate reflected in the asset retirement obligation liability. The liability
is adjusted over time to reflect an accretion element considered in the initial measurement at fair value and revisions to the timing or amount of original
estimates and drawdowns as asset retirement expenditures are incurred. As at 31 December 2009, the Company had an asset retirement obligation relating to its
Stratoni property in Greece amounting to $7,068 (2008: $6,937) subject to these estimates. A total of $129 for Q4 2009 (2008: $174) and $365 for the year ending
31 December 2009 (2008: $308) was charged to the income statement in relation to asset retirement obligation, which were subject to these estimates. A
significant change to either the estimated future costs or to reserves could result in a material change to amounts charged to earnings.

Equity-based compensation — The Company operates a share option plan,an RSU plan and a DPU plan. The Company accounts for equity-based
compensation granted under such plans using the fair value method of accounting. Under such method, the cost of equity-based compensation is estimated at
fair value and is recognised in the profit and loss statement as an expense, or capitalised to deferred exploration and development costs when the
compensation can be attributed to mineral properties. The Company uses the Black-Scholes option pricing model to estimate fair values of share options
granted, and uses the market price of common shares to determine fair value of RSUs granted and DPUs issued. This cost is recognised over the relevant vesting
period for grants to directors, officers and employees, and measured in full at the earlier of performance completed or vesting for grants to non-employees. Any
consideration received by the Company on exercise of share options is credited to share capital. In relation to DPUs, the trend of cost charged or credited to
income statement relates directly to the fluctuation in the Company’s share price. A total of $4,198 for Q4 2009 (2008: $1,353) and $2,332 for the year ended 31
December 2009 (2008: $2,900) was charged to the income statement in relation to equity base compensation, which were subject to these estimates.
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Future taxes - The Company uses the asset and liability method of accounting for future income taxes. Under this method, current income taxes are recognised
for the estimated income taxes payable for the current year. Future income tax assets and liabilities are recognised for temporary differences between the tax
and accounting bases of assets and liabilities, calculated using the currently enacted or substantively enacted tax rates anticipated to apply in the period that the
temporary differences are expected to reverse. Future income tax inflows and outflows are subject to estimation in terms of both timing and amount of future
taxable earnings, which are subject to assumptions on the future tax rates and recoverability of any tax losses. Should these estimates change, the carrying value
of income tax assets or liabilities may change, and consequently the charge or credit to the income statement. A total charge of $974 for Q4 2009 (2008:$16,811)
and $2,528 for the year to 31 December 2009 (2008: $15,185) was charged to the income statement in relation to future income taxes, which were subject to
these estimates.

SIGNIFICANT CHANGES IN ACCOUNTING POLICIES

International Financial Reporting Standards (“IFRS”) - In February 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed that IFRS will replace
Canadian GAAP for publicly listed companies, for interim and annual financial statements relating to fiscal years beginning on or after January 1,2011,including

comparative figures for the prior years. In April 2008, the AcSB issued for comment its Omnibus Exposure Draft, Adopting IFRS in Canada. Early adoption may be
permitted, however it will require exemptive relief on a case by case basis from the Canadian Securities Administrators.

The Company intends to transition to IFRS on 1 January 2011, and will file its first interim financials under IFRS for the quarter ended 31 March 2011.The IFRS
compliant financial statements will include reconciliations for the quarter as well as well reconciliations as at the 1 January 2010 transition date. The Company
has identified four phases to its conversion process: design and planning, detailed assessment and quantification of differences under IFRS, implementation and
post implementation.

During the design and planning phase, the Company focused on ensuring that the correct skills were available and on the longer term planning to ensure the
smooth transition to IFRS. This commenced in Q2 2008, when the Company established a project management team which included members of the finance
function at the subsidiary level, who were already experienced in the preparation of IFRS accounts. Other team members were provided with IFRS training. In
addition, the Company’s finance function already had some IFRS experience from the preparation of a detailed reporting pack under IFRS on a quarterly basis for
its major shareholders. This IFRS pack includes accounting adjustments for all material differences between IFRS and Canadian GAAP with the exception of IFRS
1. During 2008, the Company also undertook an IFRS diagnostic report which included an initial assessment of key accounting areas where IFRS differs to
Canadian GAAP and which may have a significant impact on the financial statements.The report also outlined the key systems and processes which would be
affected by the conversion process. Concluding the planning and design phase, the Company also established a timeline for key milestones and deliverables to
be reported to the audit committee on an ongoing basis.

At the end of 2008, the Company moved to the next phase of its IFRS conversion process, by initiating a detailed review and assessment of all accounting
differences under IFRS standards, with particular focus on IFRS 1. This included a detailed assessment of all fixed assets throughout the Group to identify assets
where a different treatment is required under IFRS. This assessment also identified the following areas where there are potential differences between IFRS and
Canadian GAAP:

+ Business combinations
Exploration for and evaluation of mineral resources
Property, plant and equipment
Foreign currency
Impairment of assets
Rehabilitation provisions

This took place in the first half of 2009 along with further in-depth training to members of the project management team as well as attendance of seminars
relating to IFRS changeover. The project team has identified and made an initial assessment of the various elections the Company is required to make with
regards to IFRS 1.

During Q4, the Company changed its group auditors to Ernst & Young LLP, and an IFRS implementation plan was drawn up with them so the Company would be
able to finalise its required elections under IFRS 1 after the 2009 audit under Canadian GAAP has been completed. The objective will be to establish opening
IFRS balances as at 1 January 2010 to act as the opening position for the 2010 comparatives to the 2011 financial year for which IFRS reporting will be required.
Itis intended that Ernst & Young will review the Company's implementation of IFRS1 during the first half of 2010. This will include the numerical impact on and
additional disclosures in the financial statements.

The Company continues with the detailed assessment of IT and systems in the subsidiaries to affect the changeover.This will be reported to the audit committee
on a timely basis.

Goodwill and intangible assets - In February 2008, the Canadian Institute of Chartered Accountants (“CICA") issued Section 3064 Goodwill and intangible
assets, replacing Section 3062, Goodwill and other intangible assets. It establishes standards for the recognition, measurement, presentation and disclosure of
goodwill subsequent to its initial recognition and of intangible assets by profit-oriented enterprises. Standards concerning goodwill are unchanged from the
standards included in the previous Section 3062.The Company adopted the new standards on 01 January 2009. The adoption of this new Section had no
impact on the consolidated financial statements.
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Credit Risk and the Fair Value of Financial Assets and Financial Liabilities (EIC 173) — In January 2009, the CICA issued EIC 173, “Credit Risk and the Fair Value
of Financial Assets and Financial Liabilities”. The EIC requires the Company to take into account the Company’s own credit risk and the credit risk of the
counterparty in determining the fair value of financial assets and financial liabilities, including derivative instruments.This EIC applies to interim and annual
consolidated financial statements relating to fiscal years beginning on or after 01 January 2009.The adoption of this new accounting policy did not have any
impact on the Company’s consolidated financial statements.

Mining Exploration Costs (EIC 174) - In March 2009, the CICA issued EIC Abstract 174, “Mining Exploration Costs”. The EIC provides guidance on the accounting
and the impairment review of exploration costs. This EIC applies to interim and annual consolidated financial statements relating to fiscal years beginning on or
after 01 January 2009.The adoption of this new accounting policy did not have any material impact on the Company’s consolidated financial statements.

RISKS AND UNCERTAINTIES

Current Global Conditions - Current global financial conditions have been subject to increased volatility and numerous financial institutions have either gone
into bankruptcy or have had to be rescued by governmental authorities. Access to public financing has been negatively impacted by both sub-prime mortgages
and the liquidity crisis affecting the asset-backed commercial paper market. These factors may impact the ability of the Company to obtain equity or debt
financing in the future and, if obtained, on terms favourable to the Company. If these increased levels of volatility and market turmoil continue, the Company’s
operations could be adversely impacted and the value and the price of the Company’s Common Shares could be adversely affected.

Market price volatility - The trading price of the Common Shares may be subject to large fluctuations. The trading price of the Common Shares may increase
or decrease in response to a number of events and factors, some of which are directly related to the Company’s success and some of which are not directly
related to the Company's success and are therefore not within the Company’s control. Such events and factors include: the price of gold and other metals, the
Company's operating performance and the performance of competitors and other similar companies, the public’s reaction to the Company’s press releases,
other public announcements and the Company’s filings with the various securities regulatory authorities, changes in earnings estimates or recommendations by
research analysts who track the Common Shares or the shares of other companies in the mineral resource sector, changes in general economic conditions, the
number of the Common Shares to be publicly traded after an offering, the breadth of the public market for the Common Shares, the arrival or departure of key
personnel, acquisitions, strategic alliances or joint ventures involving the Company or its competitors, developments that affect the market for all mineral
resource sector shares, and the attractiveness of alternative investments.

The effect of these and other factors on the market price of the Common Shares on the exchanges in which the Company trades has historically made the
Company’s share price volatile and suggests that the Company’s share price will continue to be volatile in the future. A decline in the market prices of the
Company’s securities could also impair the Company’s ability to raise additional capital.

In the past, following periods of volatility in the market price of a company’s securities, shareholders have often instituted class action securities litigation against
those companies. Such litigation, if instituted against the Company, could result in substantial costs and diversion of management attention and resources, which
could significantly harm the Company’s profitability and reputation.

Dilution - The Company may require additional funds to fund exploration and development programs and potential acquisitions. The Company cannot predict
the size of future issuances of Common Shares or the issuance of debt instruments or other securities convertible into shares or the effect, if any, that future
issuances and sales of the Company’s securities will have on the market price of the Common Shares. If it raises additional funding by issuing additional equity
securities, such financing may substantially dilute the interests of existing shareholders. Sales of substantial amounts of Common Shares, or the availability of such
Common Shares for sale, could adversely affect the prevailing market prices for the Company’s securities.

No dividends - The Company has never paid cash dividends on the Common Shares. It currently intends to retain future earnings, if any, to fund the
development and growth of its business,and may not pay any cash dividends on the Common Shares for the foreseeable future. Furthermore, the Company may
in the future become subject to contractual restrictions on, or prohibitions against, the payment of dividends. As a result, investors will have to rely on capital
appreciation, if any, to earn a return on their investment in Common Shares in the foreseeable future. The payment of future dividends, if any, will be reviewed
periodically by the Company's board of directors and will depend upon, among other things, conditions then existing including earnings, financial condition and
capital requirements, restrictions in financing agreements, business opportunities and conditions and other factors.

Foreign country risk - Any changes in regulations in Greece, Romania or Turkey, or shifts in political attitudes are beyond the Company’s control and may
adversely affect its business. Exploration and development of any one or more of the Company’s mineral properties may be affected in varying degrees by
government regulations or policies with respect to restrictions on future exploitation and production, labour, environmental protection, price controls, royalties,
export controls, foreign exchange controls,income taxes, expropriation of property, environmental legislation and mine and/or site safety.

Currently there are no restrictions on the repatriation from Greece, Romania or Turkey of earnings to foreign entities. However, there can be no assurance that
restrictions on repatriation of earnings from Romania, Greece or Turkey will not be imposed in the future.

Current economic and fiscal difficulties involving Greece could result in a sovereign debt default and could negatively impact economic, political and social
stability. Whilst the Company believes this risk to be remote and not specifically or directly relevant to its assets in the country, this is an unusual position for a
Eurozone state member. It is therefore possible that this situation may escalate and thus negatively impact the Company and its operations.
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Exploration and mining risks - The business of exploring for minerals and mining involves a high degree of risk. Only a small proportion of the properties that
are explored are ultimately developed into producing mines. Although substantial benefits may be derived from the discovery of a major mineralised deposit, no
assurance can be given that minerals will be discovered in sufficient quantities or having sufficient grade to justify commercial operations.The economics of
developing gold and other mineral properties is affected by many factors including the cost of operations, variations of the grade of ore mined, fluctuations in
the price of gold or other minerals produced, costs of processing equipment and such other factors as government regulations.

Unless otherwise indicated, mineral resource and mineral reserve figures presented herein are based upon estimates made by company personnel and
independent geologists. These estimates are imprecise and depend upon geological interpretation and statistical inferences drawn from drilling and sampling
analysis, which may prove to be inaccurate. There can be no assurance that: these estimates will be accurate, mineral reserves, mineral resources or other
mineralisation figures will be accurate, or this mineralisation could be mined or processed profitably.

Mineralisation estimates for the Company’s properties may require adjustments or downward revisions based upon further exploration or development work or
actual production experience. In addition, the grade of ore ultimately mined, if any, may differ from that indicated by drilling results. There can be no assurance
that minerals recovered in small scale tests will be duplicated in large scale tests under on-site conditions or in production scale.

The mineral reserve and mineral resource estimates contained herein have been determined and valued based on assumed future prices, cut-off grades and
operating costs that may prove to be inaccurate. Extended declines in market prices for gold and silver may render portions of the Company’s mineralisation
uneconomic and result in reduced reported mineralisation. Any material reductions in estimates of mineralisation, or of the Company's ability to extract this
mineralisation, could have a material adverse effect on the Company’s results of operations or financial condition.

The grade of mineralisation ultimately mined may differ from that indicated by drilling results and such differences could be material. There can be no assurance
that minerals recovered in small scale laboratory tests will be duplicated in large scale tests under on-site conditions or in production scale operations. Material
changes in geological mineral resources, grades, stripping ratios or recovery rates may affect the economic viability of projects.

Mining involves various types of risks and hazards, including: environmental hazards, industrial accidents, metallurgical and other processing problems, unusual or
unexpected rock formations, structural cave-ins or slides, seismic activity, flooding, fires, periodic interruptions due to inclement or hazardous weather conditions,
variations in grade, deposit size, density and other geological problems, mechanical equipment performance problems, unavailability of materials and equipment
including fuel, labour force disruptions, unanticipated or significant changes in the costs of supplies including, but not limited to, petroleum, and unanticipated
transportation costs.

These risks could result in damage to, or destruction of, mineral properties, production facilities or other properties, personal injury or death, loss of key
employees, environmental damage, delays in mining, increased production costs, monetary losses and possible legal liability.

Where considered practical to do so, the Company maintains insurance against risks in the operation of its business in amounts which it believes to be
reasonable. Such insurance, however, contains exclusions and limitations on coverage. There can be no assurance that such insurance will continue to be
available, will be available at economically acceptable premiums or will be adequate to cover any resulting liability. Insurance against certain environmental risks,
including potential liability for pollution or other hazards as a result of the disposal of waste products occurring from production, is not generally available to the
Company or to other companies within the mining industry. The Company may suffer a material adverse effect on its business if it incurs losses related to any
significant events that are not covered by its insurance policies. Payment of such liabilities would reduce funds available for acquisition of mineral prospects or
exploration and development and would have a material adverse affect on the financial position of the Company.

Capital and Operating Cost risks - The Company’s forecasts, feasibility studies and technical reports are based on a set of assumptions current as at the date of
completion of these forecasts and studies. The realised operating and capital costs achieved by the Company may differ substantially owing to factors outside
the control of the Company, including currency fluctuations, supply and demand factors for the equipment and supplies, global commodity prices, transport and
logistics costs and competition for human resources. Though the Company incorporates a level of contingency in its assumptions, these may not be adequate
depending on market conditions.

Financing risks - Exploration and development of one or more of the Company’s properties will be dependent upon the Company’s ability to obtain financing
through joint ventures, equity or debt financing or other means, and although the Company has been successful in the past in obtaining financing through the
sale of equity securities, there can be no assurance that the Company will be able to obtain adequate financing in the future or that the terms of such financing
will be favourable. Failure to obtain such additional financing could result in delay or indefinite postponement of further exploration and development of the
Company's projects with the possible loss of such properties.

Market Prices

* Mineral and Commodity prices - The Company's profitability and long-term viability depend, in large part, upon the market price of gold and other metals
and minerals produced from the Company's properties. The market price of gold and other metals is volatile and is impacted by numerous factors beyond
the Company'’s control, including: expectations with respect to the rate of inflation, the relative strength of the U.S.dollar and certain other currencies,
interest rates, global or regional political or economic conditions, supply and demand for jewellery and industrial products containing metals, costs of
substitutes, changes in global or regional investment or consumption patterns, and sales by central banks and other holders, speculators and producers of
gold and other metals in response to any of the above factors.
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There can be no assurance that the market price of gold and other metals will remain at current levels or that such prices will improve. A decrease in the
market price of gold, silver and other metals could adversely affect the profitability of the Company’s existing mines, which would have a material adverse
effect on the Company’s financial condition and results of operations. A decline in the market price of gold, silver, or other metals, may also require the
Company to write-down its mineral reserves which would have a material and adverse affect on its earnings and profitability.

» Currency fluctuations - Gold and other metals are sold throughout the world principally in United States dollars. Further, the capital markets in which the
Company would have access to for financing (debt and equity), are predominantly denominated in United States Dollars. The Company’s capital and
operating costs for its European projects are incurred principally in Euros. As a result, any significant and sustained appreciation of the Euro against the U.S.
dollar may materially increase the Company’s costs and reduce revenues. The Company does not currently use any derivative products to manage or
mitigate any foreign exchange exposure.

* Interest Rate Fluctuations - The Company currently has no debt, but as part of its strategy going forward may incur project debt to complete the
development of certain of the Company’s assets. This would introduce interest rate risk to the Company as its borrowing cost will fluctuate with interest
rates over which the Company has no control.

+ Counterparty Credit Risk - The Company's credit risk is primarily attributable to trade receivables from concentrate sales to our offtakers and on cash
balances and short term investments with the Company’s bankers. Though the Company is selects its offtakers considering their credit standing and
diversifies this risk by selling to a number of different offtakers, however, there is a risk that should these offtakers not perform the Company will not realise
its trade receivables. The majority of the Company’s cash and cash equivalents are on deposit with banks or money market participants with a Standard and
Poors rating of at least A.

Exploration, development, mining and other licences - The Company's current operations, including further exploration, development and mining activities,
require certain licenses, concessions, leases, permits and regulatory consents (the “Authorisations”) from various levels of governmental authorities. The Company
may also be required to obtain certain property rights to access, or use, certain of its properties in order to proceed to development. There can be no assurance
that all Authorisations which the Company requires for the conduct of mining operations will be obtainable on reasonable terms or in a timely manner, or at all,
that such terms may not be adversely changed, that required extension will be granted, or that the issuance of such Authorisations will not be challenged by
third parties. Delays in obtaining or a failure to obtain such Authorisations or extension thereto, challenges to the issuance of such Authorisations, whether
successful or unsuccessful, changes to the terms of such Authorisations, or a failure to comply with the terms of any such Authorisations that the Company has
obtained, could have a material adverse impact on the Company.

Title matters — While the Company has diligently investigated title to all mineral concessions and, to the best of the Company’s knowledge, title to all of its
properties are in good standing, this should not be construed as a guarantee of title. Title to the properties may be affected by undisclosed and undetected
defects.

Environmental and other regulatory requirements - The Company’s activities are subject to environmental regulations promulgated by government
agencies from time to time. Environmental legislation generally provides for restrictions and prohibitions on spills, releases or emissions of various substances
produced in association with certain mining industry operations, such as seepage from tailings disposal areas, which would result in environmental pollution.
A breach of such legislation may result in imposition of fines and penalties. In addition, certain types of operations require the submission and approval of
environmental impact assessments. Environmental legislation is evolving in a manner which means stricter standards, and enforcement, fines and penalties for
non-compliance are more stringent. Environmental assessments of proposed projects carry a heightened degree of responsibility for companies and their
directors, officers and employees. The cost of compliance with changes in governmental regulations has a potential to reduce the profitability of operations.

The Company’s current exploration and development activities require permits from various governmental authorities and such operations are and will be
governed by laws and regulations governing prospecting, labour standards, occupational health, waste disposal, toxic substances, land use, environmental
protection, safety and other matters. Companies engaged in exploration and development activities generally experience increased costs and delays as a result
of the need to comply with applicable laws, regulations and permits. There can be no assurance that all permits which the Company may require for exploration
and development will be obtainable on reasonable terms or on a timely basis, or that such laws and regulations would not have an adverse effect on any project
that the Company may undertake. The Company believes it is in substantial compliance with all material laws and regulations which currently apply to the
Company’s activities. However, there may be unforeseen environmental liabilities resulting from exploration, development and/or mining activities and these
may be costly to remedy.

Amendments to current laws, regulations and permits governing operations and activities of exploration and development companies, or more stringent
implementation thereof, could have a material adverse impact on the Company and cause increases in expenditures and costs, or require abandonment, or
cause delays in developing new mining properties.

Tax matters — The Company believes that it is,and intends to take all necessary steps to remain, resident solely in Canada for income tax purposes. The
Company's tax residency is, however, affected by a number of factors, some of which are outside of its control, including the application and interpretation of the
relevant tax laws and treaties. If ever the Company were to cease to be tax resident in Canada, it would be liable to pay additional Canadian taxes, including, but
not limited to, capital gains tax based on the difference between the fair market value and tax cost of its assets at the relevant time. If such taxes were to
become payable, this could have a material adverse effect on the Company’s business, financial condition and results of operations. Further, the income tax
consequences to holders of Common Shares would be different from those applicable if the Company were resident in Canada.
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Dependence on management — The Company's development to date has largely depended and in the future will continue to depend on the efforts of key
management. Loss of any of these people could have a material adverse effect on the Company and its business. The Company has not taken out and does not
intend to take out key man insurance in respect of any directors, officer or other employees.

Joint ventures - The Company holds (and expects to hold in the future) interests in joint ventures. Joint ventures may involve special risks associated with the
possibility that the joint venture partners may (i) have economic or business interests or targets that are inconsistent with ours; (i) take action contrary to the
Company's policies or objectives with respect to their investments, for instance by veto of proposals in respect of joint venture operations; (i) be unable or
unwilling to fulfil their obligations under the joint venture or other agreements; or (iv) experience financial or other difficulties. Any of the foregoing may have a
material adverse effect on the Company's results of operations or financial condition. In addition, the termination of certain of these joint venture agreements, if
not replaced on similar terms, could have a material adverse effect on the Company’s results of operations or financial condition.

Competition - The international mining industry is highly competitive. The Company’s ability to acquire properties and add mineral reserves in the future will
depend not only on its ability to develop its present properties, but also on its ability to select and acquire suitable producing properties or prospects for mineral
exploration.The Company may be at a competitive disadvantage in acquiring additional mining properties because it must compete with other individuals and
companies, many of which have greater financial resources, operational experience and technical capabilities than the Company.The Company may also
encounter competition from other mining companies in its efforts to hire experienced mining professionals. Competition could adversely affect the Company's
ability to attract necessary capital funding or acquire suitable producing properties or prospects for mineral exploration in the future. Competition for services
and equipment could cause project costs to increase materially, resulting in delays if services or equipment cannot be obtained in a timely manner due to
inadequate availability,and increase potential scheduling difficulties and cost increases due to the need to coordinate the availability of services or equipment,
any of which could materially increase project exploration, development or construction costs, result in project delays or both.

Conflicts of Interest — Certain directors of the Company are, and may continue to be, involved in the mining and mineral exploration industry through their
direct and indirect participation in corporations, partnership or joint ventures which are potential competitors of the Company. Situations may arise in
connection with potential acquisitions in investments where the other interests of these directors may conflict with the interests of the Company. Directors of
the Company with conflicts of interest will be subject to and will follow the procedures set out in applicable corporate and securities legislation, regulations, rules
and policies.

Legal Proceedings - the Company is a party to the legal proceedings described under the heading “Legal Proceedings”. If decided adversely to the Company,
these legal proceedings, or others that could be brought against the Company in the future which are not now known, for example, litigation based on its
business activities, environmental laws, volatility in its stock price or failure to comply with its disclosure obligations, could have a material adverse effect on the
Company's financial condition or operations.
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DISCLOSURE CONTROLS & PROCEDURES AND INTERNAL CONTROL OVER FINANCIAL REPORTING

The Executive Chairman and the Chief Financial Officer of the Company (the “Certifying Officers”) have established and maintained in the year ended
31 December 2009 disclosure controls and procedures ("DC&P") and internal control over financial reporting (“IFCR") for the Company.

The Certifying Officers have caused DC&P, as defined in National Instrument 52-109 (“NI 52-109"), to be designed under their supervision, to provide reasonable
assurance that material information relating to the Company and its subsidiaries is made known to the Certifying Officers by others within those entities, as
appropriate, to allow decisions regarding required disclosure within the time periods specified by legislation, particularly during the period in which interim and
annual filings are being prepared.

The Certifying Officers have evaluated the effectiveness of the Company’s DC&P as at 31 December 2009. Based upon that evaluation, the Certifying Officers
have concluded that the DC&P are adequate and effective for the year ended 31 December 2009.

The Certifying Officers have caused internal control over financial reporting, as defined in NI 52-109, to be designed under their supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
Canadian GAAP.

As of 31 December 2009 the Certifying Officers assessed the effectiveness of the Company’s internal control over financial reporting. Based upon that evaluation,
the Certifying Officers concluded that the internal controls and procedures are adequate and effective for the year ended 31 December 2009.

During the year ended 31 December 2009, there has been no change in the Company's internal control over financial reporting that have materially affected, or
is reasonably likely to materially affect, the Company's internal control over financial reporting.

The Certifying Officers believe that disclosure controls and procedures and internal control systems can only provide reasonable assurance, and not absolute
assurance, that such objectives are met.
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The accompanying consolidated financial statements of European Goldfields Limited are the responsibility of management and have been approved by the
Board of Directors of the Company.The consolidated financial statements include some amounts that are based on management’s best estimate using
reasonable judgment.

The consolidated financial statements have been prepared by management in accordance with Canadian generally accepted accounting principles.

Management maintains an appropriate system of internal controls to provide reasonable assurance that transactions are authorised, assets safeguarded and
proper records are maintained.

The Audit Committee of the Board of Directors has met with the Company's external auditors to review the scope and results of the annual audit and to review
the consolidated financial statements and related financial reporting matters prior to submitting the consolidated financial statements to the Board of Directors

for approval.

The consolidated financial statements have been audited by Ernst and Young LLP, Chartered Accountants, and their report follows.

Martyn Konig Tim Morgan-Wynne
Executive Chairman Chief Financial Officer
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We have audited the consolidated balance sheet of European Goldfields Limited as at 31 December 2009 and the consolidated statements of profit and loss,
other comprehensive income/(l0ss), shareholders’ equity and cash flows for the year then ended. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and perform an audit to
obtain reasonable assurance whether these consolidated financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in these consolidated financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as at 31 December 2009
and the results of its operations and its cash flows for the year then ended in accordance with Canadian generally accepted accounting principles.

The consolidated financial statements as at 31 December 2008 and for the year then ended were audited by other auditors who expressed an opinion
without resolution on these statements in their report dated 18 March, 2009.

Ernst and Young

Chartered Accountants, Licensed Public Accountants
London, United Kingdom

March 18,2010
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2009 2008
Notes $000 5000
Assets
Current assets
Cash and cash equivalents 17 113,642 170,296
Accounts receivable 5 26,813 20,057
Derivative financial asset 17 - 10,282
Current taxes receivable 3,954 3,820
Future tax assets 11 119 2,004
Prepaid expenses 13,794 1414
Inventory 6 4,993 3,069
7 163,315 210,942
Net current assets
Property, plant and equipment 7 96,100 74,401
Deferred exploration and development costs 8
Greek production stage mineral properties 24,051 26,652
Greek development stage mineral properties 405,146 403,907
429,197 430,559
Romanian development stage mineral properties 50,173 45,187
Turkish exploration stage mineral properties 1,625 456
480,995 476,202
Investment in associates 9 711 2,075
Investment other 10 1,490 -
Future tax assets 11 1,489 2475
744,100 766,095
Liabilities
Current liabilities
Accounts payable and accrued liabilities 12 12,684 16,263
Derivative financial liability 17 1,064 -
Deferred revenue 14 4,549 -
Future tax liabilities 11 - 3,496
18,297 19,759
Non current liabilities
Future tax liabilities 11 90,083 90,294
Asset retirement obligation 13 7,068 6,937
Deferred revenue 14 48,412 58,496
145,563 155,727
Non-controlling interest 2,930 2,874
Shareholders’ equity
Capital stock 15 545,180 538,316
Contributed surplus 15 10,047 7,788
Accumulated other comprehensive income 15 35,911 43,676
Deficits (13,828) (2,045)
577,310 587,735
744,100 766,095

The accompanying notes are an integral part of these consolidated financial statements.

Approved by the Board of Directors

Timothy Morgan-Wynne Director Bruce Burrows Director
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2009 2008
Notes $000 $000
Income
Sales 62,712 60,044
Cost of sales 6 (44,030) (48424)
Depreciation and depletion (7,012) (5,973)
Gross profit 11,670 5,647
Other income
Hedge contract profit 5,621 4918
Interest income 625 5,729
Foreign exchange loss (1,576) (6,406)
Loss in dilution of interest in associates 9 (36) -
Share of loss of associate 9 (76) (105)
4,558 4,136
Expenses
Corporate administrative and overhead expenses 7,295 4,859
Equity-based compensation expense 6,530 2,900
Hellas Gold administrative and overhead expenses 5,401 7,620
Hellas Gold water treatment expenses (non-operating mines) 3,390 5,189
Accretion of asset retirement obligation 13 131 132
Depreciation 661 682
Write-down of mineral property 8 1,171 -
24,579 21,382
Loss for the year before income taxes (8,351) (11,599)
Income taxes 11
Current taxes 848 (1,454)
Future taxes 2,528 (15,185)
3,376 (16,639)
(Loss)/profit for the year after income taxes (11,727) 5,040
Non-controlling interest (56) 479
(Loss)/profit for the year (11,783) 5519
Deficit - beginning of year (2,045) (7,564)
Deficit - end of year (13,828) (2,045)
(Loss)/earnings per share 24 pence pence
Basic (0.07) 0.03
Diluted (0.07) 0.03
Weighted average number of shares (in thousands) thousands thousands
Basic 179,825 179,566
Diluted 179,825 181,223

The accompanying notes are an integral part of these consolidated financial statements.



28 European Goldfields Limited  Report and Accounts 2009

Accumulated

Other
Capital Contributed  Comprehensive

Stock Surplus Income Deficit Total

$000 $000 $000 $000 $000
Balance - 31 December 2007 537,275 5,997 38,295 (7,564) 574,003
Equity based compensation expense - 2,788 - - 2,788
Share issue costs (10) - - - (10)
Restricted share units vested 973 (973) - - -
Share options exercised or exchanged 78 (24) - - 54
Change in fair value of cash flow hedge - - 5,904 - 5,904
Movement in cumulative translation adjustment - - (523) - (523)
Profit for the year - - - 5519 5519

1,041 1,791 5,381 5519 13,732
Balance - 31 December 2008 538,316 7,788 43,676 (2,045) 587,735
Equity based compensation expense - 6,820 - - 6,820
Share issue costs (29) - - - (29)
Restricted share units vested 3317 (3,317) - - -
Share options exercised or exchanged 3,576 (1,244) - - 2,332
Change in fair value of cash flow hedge - - (7,850) - (7,850)
Revaluation of available-for-sale asset - - 157 - 157
Movement in cumulative translation adjustment - - (72) - (72)
Loss for the year - - - (11,783) (11,783)

6,864 2,259 (7,765) (11,783) (10,425)
Balance - 31 December 2009 545,180 10,047 35911 (13,828) 577,310

The accompanying notes are an integral part of these consolidated financial statements.
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2009 2008
Notes $000 $000

Cash flows from operating activities
(Loss)/profit for the year (11,783) 5519
Foreign exchange loss 213 6,368
Share of loss in equity investment 76 105
Loss on change of interest in associates 36 -
Depreciation 4,046 3,336
Equity-based compensation expense 6,530 3,001
Accretion of asset retirement obligation 13 131 133
Future tax asset recognised 2,528 (15,185)
Non-controlling interest 56 (479)
Deferred revenue recognised 14 (5,535) (6,399)
Depletion of mineral properties 3,816 3,398
Write-down of mineral property 1,171 -
1,285 (203)
Net changes in non-cash working capital 19 (13,665) (9,776)
(12,380) (9,979)

Cash flows from investing activities
Deferred exploration and development costs — Romania (5,478) (6,096)
Property, plant and equipment — Greece (25,288) (26,181)
Deferred development costs — Greece (2,096) (2,489)
Deferred exploration costs — Turkey (1,084) (429)
Purchase of land (88) (2,705)
Purchase of equipment (443) (173)
Prepayments — equipment (11,865) -
Restricted investment - 4,900
Investment in subsidiary - (14)
Investment in associates (143) (2,694)
(46,485) (35,881)

Cash flows from financing activities
Deferred revenue - 3,563
Proceeds from exercise of share options 2,332 54
Share issue costs - (10)
2,332 3,607
Effect of foreign currency translation on cash (121) (6,290)
Decrease in cash and cash equivalents (56,654) (48,543)
Cash and cash equivalents - beginning of year 170,296 218,839
Cash and cash equivalents - end of year 113,642 170,296

The accompanying notes are an integral part of these consolidated financial statements.
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2009 2008
Notes $000 $000
(Loss)/profit for the year (11,783) 5519
Other comprehensive income/(loss) in the year
Currency translation adjustment (72) (523)
Gains and losses on derivative designated as cash flow hedges (2,229) 10,822
Gains and losses on derivative designated as cash flow hedges in prior periods
transferred to profit in the current year (5,621) (4,918)
Unrealised gain on available-for-sale financial asset 157 -
Comprehensive income/(loss) (19,548) 10,900

The accompanying notes are not part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2009

1 Nature of operations

European Goldfields Limited (the “Company”),a company incorporated under the Yukon Business Corporations Act, is a resource company involved in the
acquisition, exploration and development of mineral properties in Greece, Romania and South-East Europe.

The Company’s common shares are listed on the AIM Market of the London Stock Exchange and on the Toronto Stock Exchange (TSX) under the symbol
"EGU".

The Company is a developer-producer with globally significant gold reserves located within the European Union.The Company generates cash flow from
its 959% owned Stratoni operation, a high grade lead/zinc/silver mine in North-Eastern Greece and the sale of gold concentrates from Olympias. European
Goldfields will evolve into a mid tier producer through responsible development of its project pipeline of gold and base metal deposits at Skouries and
Olympias in Greece and Certej in Romania. The Company plans future growth through development of its highly prospective exploration portfolio in
Greece, Romania and Turkey.

The underlying value of the deferred exploration and development costs for mineral properties is dependent upon the existence and economic recovery
of reserves in the future, and the ability to fund the development of the properties.

For the coming year, the Company believes it has adequate funds available to meet its corporate and administrative obligations and its planned
expenditures on its mineral properties.

2 Basis of presentation

These consolidated financial statements have been prepared on a going concern basis in accordance with accounting principles generally accepted in
Canada (“Canadian GAAP"), which assumes the Company will be able to realise assets and discharge liabilities in the normal course of business for the
foreseeable future. These consolidated financial statements do not include the adjustments that would be necessary should the Company be unable to
continue as a going concern.

3 Significant accounting policies
These consolidated financial statements reflect the following significant accounting policies.

Basis of consolidation — Business acquisitions are accounted for under the purchase method and the results of operations of these businesses are
included in these consolidated financial statements from the acquisition date. Investments in associates over which the Company has significant influence
are accounted for using the equity method.

These consolidated financial statements include the accounts of the Company and the following subsidiaries:

Country of
Company incorporation Ownership
Deva Gold (Barbados) Ltd Barbados 100% owned
European Goldfields (Services) Limited England 100% owned
European Goldfields Mining (Netherlands) B.V. Netherlands 100% owned
European Goldfields (Greece) B.V. Netherlands 100% owned
Hellas Gold B.V. Netherlands 100% owned
European Goldfields Deva SRL Romania 100% owned
Hellas Gold S.A. Greece 95% owned
Deva Gold S.A. Romania 80% owned
Greater Pontides Exploration B.V. Netherlands 51% owned
Pontid Madencilik San.ve Ltd Turkey 51% owned
Pontid Altin Madencilik Ltd. Sti. Turkey 51% owned
Greek Nurseries SA Greece 50% owned
Macedonian Copper Mines SA Greece 100% owned

The 20% minority interest held in the Company’s 80% owned subsidiary, Deva Gold S.A. ("“Deva Gold"), is accounted for in these consolidated financial
statements. The Company is required to fund 100% of all costs related to the exploration and development of the mineral properties held by Deva Gold. As
a result, the Company is entitled to the refund of such costs (plus interest) out of future cash flows generated by Deva Gold, prior to any dividends being
distributed to shareholders.

Associates — Associates are those entities in which the Company has a material long term interest and in respect of which the group exercises significant
influence over operational and financial policies, normally owning between 20% and 50% of the voting equity, but which it does not control.

Investments in associates are accounted for using the equity method of accounting and are initially recognised at cost. The Company's share of its
associates’ post-acquisition profits or losses is recognised in the statement of profit and loss. Cumulative post-acquisition movements are adjusted against
the carrying amount of investment.When the Company’s share of losses in an associate equals or exceeds its interest in the associate, including any other
unsecured receivables, the Company does not recognise further losses, unless it has unsecured obligations or made payments on behalf of the associate.
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Notes to the Consolidated Financial Statements
For the year ended 31 December 2009

3 Significant accounting policies (continued)

When the group no longer has significant influence over an associate, accounting for the investment as an associate ceases. The carrying value of the
investment in the associate at the date it ceases to be an associate is transferred to the new designated class of financial asset. The investment is then
accounted for under the requirements of the new financial asset designation.

Investments - Available-for-sale financial assets are those non-derivative financial assets, principally equity securities, that are designated as available-for-

sale or are not classified in any other investment category. After initial recognition available-for sale financial assets are measured at fair value with gains or
losses being recognised as a separate component of equity until the investment is derecognised or until the investment is determined to be impaired, at

which time the cumulative gain or loss previously reported in equity is recognised in profit or loss.

The fair values of investments that are actively traded in organised financial markets are determined by reference to quoted market bid prices at the close of
business on the reporting date.

Inventory - Inventories of ore mined and metal concentrates are valued at the lower of combined production cost and net realisable value. Production
costs include the costs directly related to bringing the inventory to its current condition and location, such as materials, labour, mine site overheads, related
depreciation of mining and processing facilities and related depletion of mineral properties and deferred exploration and development costs. Exploration
materials and supplies are valued at the lower of cost and net realisable value and on a weighted average basis.

Property, plant and equipment - Property, plant and equipment are recorded at cost less accumulated depreciation. Depreciation is calculated on a
straight-line basis based on a useful life of 3 years for office equipment, 6 years for vehicles, 10 years for leasehold improvements, at rates varying between 3
and 5 years for exploration equipment and at rates varying between 4 and 20 years for buildings. Depreciation for equipment used for exploration and
development are capitalised to mineral properties.

Deferred exploration and development costs — Acquisition costs of resource properties, together with direct exploration and development costs
incurred thereon, are deferred and capitalised. Upon reaching commercial production, these capitalised costs are transferred from exploration properties
to producing properties on the consolidated balance sheets and are amortised into operations using the unit-of-production method over the estimated
useful life of the estimated related ore reserves.

Based on annual impairment reviews made by management, in the event that the long-term expectation is that the net carrying amount of these
capitalised exploration and development costs will not be recovered such as would be indicated where:

- Producing properties:
« the carrying amounts of the capitalised costs exceed the related undiscounted net cash flows of reserves;
- Exploration properties:
+ exploration activities have ceased;
- exploration results are not promising such that exploration will not be planned for the foreseeable future;
+ lease ownership rights expire; or
«insufficient funding is available to complete the exploration program;
then the carrying amount is written down to fair value accordingly and the write-down amount charged to operations.

Impairment of long-lived assets - All long-lived assets and intangibles held and used by the Company are reviewed for possible impairment whenever
events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If changes in circumstances indicate that the
carrying amount of an asset that an entity expects to hold and use may not be recoverable, future cash flows expected to result from the use of the asset
and its disposition must be estimated. If the undiscounted value of the future cash flows is less than the carrying amount of the asset, impairment is
recognised based on the fair value of the assets.

Asset retirement obligation - The fair value of the liability of an asset retirement obligation is recorded when it is legally incurred and the corresponding
increase to the mineral property is depreciated over the life of the mineral property.The liability is adjusted over time to reflect an accretion element
considered in the initial measurement at fair value and revisions to the timing or amount of original estimates and for drawdowns as asset retirement
expenditures are incurred. As at 31 December 2009 and 2008, the Company had an asset retirement obligation relating to its Stratoni property in Greece.

Deferred revenue - The Company receives prepayments for the sale of all of the silver metal to be produced from ore extracted during the mine-life
within an area of some 7 km2 around its zinc-lead-silver Stratoni mine as well as for sale of gold pyrite concentrate in northern Greece.The prepayment,
which is accounted for as deferred revenue, is recognised as sales revenue on the basis of the proportion of the settlements during the period expected
to the total settlements.

Revenue recognition - Revenues from the sale of concentrates are recognised and are measured at market prices when the rights and obligations of
ownership pass to the customer. A number of the Company's concentrate products are sold under pricing arrangements where final prices are
determined by quoted market prices in a period subsequent to the date of sale. These concentrates are provisionally priced at the time of sale based on
forward prices for the expected date of the final settlement. The terms of the contracts result in non-hedge derivatives that do not qualify for hedge
accounting treatment, because of the difference between the provisional price and the final settlement price. These embedded derivatives are adjusted
to fair value through revenue each period until the date of final price determination. Subsequent variations in the price are recognised as revenue
adjustments as they occur until the price is finalised.
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3 Significant accounting policies (continued)

Income taxes — Income taxes are calculated using the asset and liability method of tax accounting. Under this method, current income taxes are
recognised for the estimated income taxes payable for the current period. Future income tax assets and liabilities are determined based on differences
between the financial reporting and tax bases of assets and liabilities, and are measured using the substantially enacted tax rates and laws that will be in
effect when the differences are expected to reverse. The benefit of the temporary differences is not recognised to the extent the recoverability of future
income tax assets is not considered more likely than not.

Equity-based compensation - The Company operates a share option plan and a restricted share unit plan. The Company accounts for equity-based
compensation granted under such plans using the fair value method of accounting. Under such method, the cost of equity-based compensation is
estimated at fair value and is recognised in the profit and loss statement as an expense, or recognised as deferred exploration and development costs
when the compensation can be attributed to mineral properties. This cost is recognised over the relevant vesting period for grants to directors, officers
and employees, and measured in full at the earlier of performance completed or vesting for grants to non-employees. Any consideration received by the
Company on exercise of share options is credited to share capital.

Cash settled awards — The Company operates a deferred phantom unit plan. The Company accounts for the compensation using the fair value method.
The cost of each unit is recognised at the date of grant and is marked-to-market based on the Company's share price at the end of every reporting
period.

Earnings per share (“EPS”) - EPS is calculated based on the weighted average number of common shares issued and outstanding. Diluted per share
amounts are calculated using the treasury stock method whereby proceeds deemed to be received on the exercise or exchange of share options and
warrants and on the granting of restricted share units in the per share calculation are applied to reacquire common shares at the average market price
during the period.

Foreign currency translation - The Company’s functional currency is the United States dollar. Monetary assets and liabilities denominated in foreign
currencies are translated at the exchange rate in effect at the balance sheet date. Non-monetary assets and liabilities and revenue and expenses arising
from foreign currency transactions are translated at the exchange rate in effect at the date of the transaction. Exchange gains or losses arising from the
translation are included in operations.

Integrated foreign subsidiaries and associates are accounted for under the temporal method. Under this method, monetary assets and liabilities are
translated at the exchange rate in effect at the balance sheet date. Non-monetary assets and liabilities are translated at historical rates. Revenue and
expenses are translated at actual or average rates for the period. Exchange gains or losses arising from the translation are included in operations except
for those related to mineral properties which are capitalised.

Self-sustaining foreign subsidiaries and associates are accounted for under the current rate method. Under this method, all assets and liabilities are
translated at the exchange rate in effect at the balance sheet date. Revenue and expenses are translated at actual or average rates for the period. Exchange
gains or losses arising from the translation are recorded in equity in the cumulative translation adjustment component of other comprehensive income.

Estimates, risks and uncertainties — The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amount of revenues and expenses during the period. Significant estimates and
assumptions include those related to the recoverability of deferred exploration, development costs for mineral properties, asset retirement obligations and
equity-based compensation. While management believes that these estimates and assumptions are reasonable, actual results could vary significantly.

Financial Instruments - The Company’s investments and investments in marketable securities have been classified as available-for-sale and are recorded
at fair value on the balance sheet. Fair values are determined directly by reference to published price quotations in an active market. Changes in the fair
value of these instruments are reflected in other comprehensive income and included in shareholders’ equity on the balance sheet.

All derivatives are recorded on the balance sheet at fair value. Marked-to-market adjustments on these instruments are included in net profit, unless the
instruments are designated as part of a cash flow hedge relationship.

All other financial instruments are recorded at cost or amortised cost, subject to impairment reviews. Transaction costs incurred to acquire financial
instruments are included in the underlying balance.

Cash and cash equivalents — Cash and cash equivalents include cash and deposits with original maturities of three months or less.

Hedges - The Company uses derivative and non-derivative financial instruments to manage changes in commodity prices. Hedge accounting is optional
and it requires the Company to document the hedging relationship and test the hedging item’s effectiveness in offsetting changes in fair values or cash
flows of the underlying hedged item on an ongoing basis.

The Company uses cash flow hedges to manage base metal commodity prices. The effective portion of the change in fair value of a cash flow hedging
instrument is recorded in other comprehensive income and is reclassified to earnings when the hedge item impacts profit. Any ineffectiveness is
recorded in net profit.

If a derivative instrument designated as a cash flow hedge ceases to be effective or is terminated, hedge accounting is discontinued and the gain or loss
at that date is deferred in other comprehensive income and recognised concurrently with the settlement of the related transaction. If a hedged
anticipated transaction is no longer probable, the gain or loss is recognised immediately in profit. Subsequent gains and losses from ineffective derivative
instruments are recognised in profit in the period they occur.
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3 Significant accounting policies (continued)

Comprehensive income - Comprehensive income includes both net profit and other comprehensive income. Other comprehensive income includes
holding gains and losses on available-for-sale investments, gains and losses on certain derivative instruments and foreign currency gains and losses
relating to selfsustaining foreign operations, all of which are not included in the calculation of net earnings until realised.

Capital disclosure - Effective 1 January 2008, the Company adopted CICA Handbook, Section 1535, Capital disclosures. The new standard requires
disclosures of qualitative and quantitative information that enables users of financial statements to evaluate the Company’s objectives, policies and
processes for managing capital.

4 Significant changes in accounting policies

Goodwill and intangible assets - In February 2008, the Canadian Institute of Chartered Accountants (“CICA") issued Section 3064 Goodwill and
intangible assets, replacing Section 3062, Goodwill and other intangible assets. It establishes standards for the recognition, measurement, presentation
and disclosure of goodwill subsequent to its initial recognition and of intangible assets by profit-oriented enterprises. Standards concerning goodwill are
unchanged from the standards included in the previous Section 3062.The Company adopted the new standards on 1 January 2009. The adoption of this
new Section had no impact on the consolidated financial statements.

Credit Risk and the Fair Value of Financial Assets and Financial Liabilities (EIC 173) - In January 2009, the CICA issued EIC 173, “Credit Risk and the
Fair Value of Financial Assets and Financial Liabilities”. The EIC requires the Company to take into account the Company’s own credit risk and the credit risk
of the counterparty in determining the fair value of financial assets and financial liabilities, including derivative instruments. This EIC applies to interim and
annual consolidated financial statements relating to fiscal years beginning on or after 1 January 2009.The adoption of this new accounting policy did not
have any impact on the Company's consolidated financial statements.

Mining Exploration Costs (EIC 174) — In March 2009, the CICA issued EIC Abstract 174, “Mining Exploration Costs”. The EIC provides guidance on the
accounting and the impairment review of exploration costs. This EIC applies to interim and annual consolidated financial statements relating to fiscal years
beginning on or after 1 January 2009.The adoption of this new accounting policy did not have any material impact on the Company’s consolidated
financial statements.

5 Accounts receivable

This balance comprises the following:

2009 2008
$000 $000
Value added taxes recoverable 18,360 11,780
Accounts receivable 8,453 8,277

26,813 20,057
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6

Inventory

This balance comprises the following:

2009 2008

$000 $000

Ore mined 102 397
Metal concentrates 2,195 767
Material and supplies 2,696 1,905
4,993 3,069

The components of cost of sales were as follows:

2009 2008

$000 $000

Mining cost 24,907 28313
Direct labour 4,611 4,991
Indirect labour 520 964
Other overhead costs 6,162 7,259
Increase in gross inventories (1,311) (1,100)
Freight charges 9,141 7,044
Write down of inventory to net realisable value - 953
44,030 48,424

As at 31 December 2009, the value of total inventory carried at net realisable value amounted to Nil (2008 — $767), which includes a write-down of Nil

(2008 — $953).
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Mine
development
Plant and land and
equipment Vehicles buildings Total
$000 $000 $000 $000
Cost - 2008
At 31 December 2007 31,701 1,932 21,523 55,156
Additions 14,674 138 14,215 29,027
Disposals 21 8) - (29)
At 31 December 2008 46,354 2,062 35,738 84,154
Accumulated depreciation - 2008
At 31 December 2007 3,151 1,076 2,153 6,380
Provision for the year 1,527 215 1,648 3,390
Disposals (10) (7) - (17)
At 31 December 2008 4,668 1,284 3,801 9,753
Net book value at 31 December 2008 41,686 778 31,937 74,401
Cost - 2009
At 31 December 2008 46,354 2,062 35,738 84,154
Additions 17,886 143 7,726 25,755
Disposals - (98) - (98)
At 31 December 2009 64,240 2,107 43,464 109,811
Accumulated depreciation - 2009
At 31 December 2008 4,668 1,284 3,801 9,753
Provision for the year 1,601 204 2,251 4,056
Disposals - (98) - (98)
At 31 December 2009 6,269 1,390 6,052 13,711
Net book value at 31 December 2009 57,971 717 37412 96,100

During 2009, the total depreciation charge amounted to $4,056 (2008 — $3,390) and the net book value amount of property, plant and equipment not

amortised amounted to $75,499 (2008 — $43,098).
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8 Deferred exploration and development costs
Greek mineral properties:

Other
Stratoni Olympias Skouries exploration Total
$000 $000 $000 $000 $000
Balance - 31 December 2007 29,199 237,356 164,641 158 431,354
Acquisition of mineral properties - - 78 - 78
Deferred development costs 502 369 1,573 95 2,539
Depletion of mineral properties (3,049) (363) - - (3/412)
(2,547) 6 1,651 95 (795)
Balance - 31 December 2008 26,652 237,362 166,292 253 430,559
Acquisition of mineral properties - - - - -
Deferred development costs 636 606 1,257 33 2,532
Depletion of mineral properties (3,237) (657) - - (3,894)
(2,601) (51) 1,257 33 (1,362)
Balance - 31 December 2009 24,051 237,311 167,549 286 429,197

The Stratoni, Skouries and Olympias properties are held by the Company’s 95% owned subsidiary, Hellas Gold. In September 2005, the Stratoni property
commenced production.

Romanian mineral properties:

Other

Certej exploration Total

$000 $000 $000

Balance - 31 December 2007 32915 5,370 38,285
Project development and exploration 2,158 420 2,578
Project management 1,894 376 2,270
Project overhead 1,795 170 1,965
Depreciation 70 19 89
5917 985 6,902

Balance - 31 December 2008 38,832 6,355 45,187
Project development and exploration 3,672 547 4,219
Permit acquisition 157 - 157
Write-down of mineral property - (1,171 1,171
Project overhead 1,551 159 1,710
Depreciation 58 13 71
5438 (452) 4,986

Balance - 31 December 2009 44,270 5,903 50,173

The Certej exploitation licence and the Baita-Craciunesti exploration licence are held by the Company’s 80%-owned subsidiary, Deva Gold. Minvest S.A. (a
Romanian state owned mining company), together with three private Romanian companies, hold the remaining 20% interest in Deva Gold. The Company
is required to fund 100% of all costs related to the exploration and development of these properties. As a result, the Company is entitled to the refund of
such costs (plus interest) out of future cash flows generated by Deva Gold, prior to any dividends being distributed to shareholders.The Voia and Cainel
exploration licences are held by the Company’s wholly-owned subsidiary, European Goldfields Deva SRL.
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8 Deferred exploration and development costs (continued)

Romanian mineral properties (continued):

Since the award of the Cainel Exploration Licence in 2005, the Company conducted an extensive programme of mapping, surface sampling, investigation
of historic workings and dumps, drilling and geological interpretation on the property. This work concluded that the main mineralised structures had
been mined out to practical mining depths and that there were no indications of significant extensions to the known mineralisation. Permit wide soil
sampling was completed in 2009 which identified no other near surface resources and therefore the decision was made by the Company to relinquish
the licence. A total of $1,171 was written down being historic costs capitalised relating to Cainel.

As at the 31 December 2009, the following cost had been incurred on the remaining Romanian mineral properties:

2009 2008
$000 $000
Baita - Craciunesti 3,334 3,312
Voia 1,847 1,741
Magura Tebii 181 136
Exploration projects 541 44
Cainel - 1,122
5,903 6,355

Turkish mineral properties:

Other

Ardala exploration Total
$000 $000 $000
Balance - 31 December 2007 - - -
Exploration 30 2 32
Project overhead 402 5 407
Permit acquisition 6 - 6
Depreciation 11 - 11
449 7 456
Balance - 31 December 2008 449 7 456
Exploration 225 40 265
Project overhead 695 108 803
Permit acquisition 86 - 86
Depreciation 13 2 15
1,019 150 1,169
Balance - 31 December 2009 1,468 157 1,625

In April 2008, the Company entered into a Joint Venture (“JV") with Ariana Resources plc (“Ariana”) which became effective in May 2008 after the transfer of
Ariana'’s properties was confirmed by the General Directorate of Mining Affairs in Turkey. The JV involves the development of Ariana’s current properties in
an Area of Intent ("AQI") in the Greater Pontides region of north-eastern Turkey, which include the Ardala copper-gold porphyry and fifteen other licences
covering a total area of 229km2and a Strategic Partnership within the AOI to define new opportunities for the JV.

The Turkish licences are held by the JV through a Turkish Company, Pontid Madencilik. Currently the Company has a 51% interest in all the properties
within the JV and the Company will fund 100% of all costs related to the development of these properties. Ownership of the Ardala property may be
increased to 80% by funding to completion of a Bankable Feasibility Study. All other concessions within the JV funded to a Bankable Feasibility Study will
be 90% owned by the Company. The owner of the remaining 49% of the properties is Ariana Resources plc.
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9 Investment in associates

2009 2008

$000 $000
Balance - beginning of year 2,075 -
Shares acquired 141 2,692
Share of loss of associate (76) (105)
Cumulative translation adjustment (32) (517)
Equity-based compensation expense - 5
Share issue cost (28) -
Loss in dilution of interest in associates (36) -
Reclassification as investment available-for-sale (1,333) -
Balance - end of year 711 2,075

In January 2008, Hellas Gold acquired a 50% share of Greek Nurseries SA for a consideration of $834 (€530), at the date of acquisition the Company had no
net assets.

In May 2008, the Company subscribed for 20.13% of the issued share capital of Ariana through a $1,858 (£929) private placement of shares. The difference
between the cost of the investment of $1,830 and the underlying net book value of Ariana was $132 at the date of acquisition. This excess represents
additional fair value assigned to mineral properties of Ariana and will be depleted upon commencement of mining operations of Ariana.

In January 2009, Ariana performed a share issue which the Company took part in, however this resulted in a dilution of ownership as the Company did not
subscribe to 20.13% of the new shares being issued. After the share issue the Company held 19.87% interest in Ariana. During September 2009, Ariana
carried out a further share placement in which the Company did not subscribe and as at 31 December 2009, the Company held 16.58% of the issued
share capital. Since October 2009, the Company no longer has a representative on the board of Ariana and therefore no longer has significant influence
and therefore accounted for its investment in Ariana as an investment available-for-sale.

10 Investment other

2009 2008
$000 $000
Balance - beginning of year - -
Reclassification from investment in associate 1,333 -
Fair value adjustment 157 -
Balance - end of year 1,490 -

The above investment is accounted for as an available-for-sale asset.



40 European Goldfields Limited  Report and Accounts 2009

11 Income taxes

The following table reconciles the expected income tax recovery at the Canadian statutory income tax rate to the amounts recognised in the
consolidated statements of profit and loss:

2009 2008
$000 $000
Income tax rate 34.00% 34.50%
Income taxes at statutory rates (2,839) 4,002
Tax rate difference from foreign jurisdictions 323 1,205
Permanent differences (391) 3,149
Under provision prior year 654 -
Change in tax rate (60) (18,434)
Change in valuation allowance 5,689 1,443
3,376 (16,639)
The following table reflects future income tax assets

2009 2008
$000 $000
Loss carry forwards 10,091 8,693
Intangibles - 2
Plant and equipment 45 -
Retirement obligation 1,396 1,323
Inventory - 3
Personal indemnities 47 39
Capital raising costs 853 1,108
Valuation allowance (10,824) (6,689)
1,608 4,479
Less: Current portion (119) (2,004)
Future income tax assets recognised 1,489 2475

The following table reflects future income tax liabilities
2009 2008
$000 $000
Mineral properties 84,491 85,167
Plant and equipment 1,329 882
Exploration and development expenditure 3,187 2,709
Accrued expenses & other 286 -
Inventory 10 -
Retirement obligation 780 873
Hedge contract - 3,496
Foreign exchange - 663
90,083 93,790
Less: Current portion - (3,496)
Future income tax liabilities recognised 90,083 90,294

The tax liability arises as a result of the increase in value placed on the mineral properties held by Hellas Gold on acquisition by the Company. This future
tax liability will reverse as the corresponding mineral properties are amortised.

As at 31 December 2009, the Company has available tax losses for income tax purposes of $36,258 (2008 — $29,656) which may be carried forward to
reduce taxable income derived in future years.
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Income taxes (continued)
The non-capital losses expire as follows:
2009
$000
2016 4,254
Non-expiring losses 32,004
36,258

In addition, the Company incurred share issue costs and other deductible temporary differences, which have not yet been claimed for income tax
purposes, totalling as at 31 December 2009 $1,357 (2008 — $2,828).

A valuation allowance has been provided as a portion of the potential income tax benefits of these carry-forward non-capital losses and deductible
temporary differences and the realisation thereof is not considered more likely than not.

Accounts payable and accrued liabilities

The balance principally comprises amounts outstanding for normal operations and ongoing costs. The average credit period taken during the financial

year ended 31 December 2009 was 30 days (2008 - 30 days).

Asset retirement obligation

Management has estimated the total future asset retirement obligation based on the Company’s ownership interest in the Stratoni mines and facilities.
This includes all estimated costs to dismantle, remove, reclaim and abandon the facilities at the Stratoni property, and the estimated time period during
which these costs will be incurred in the future. The following table reconciles the asset retirement obligation for the financial years ended 31 December

2009 and 2008:

2009 2008
$000 $000
Asset retirement obligation — beginning of year 6,937 6,805
Accretion expense 131 132
Asset retirement obligation — end of year 7,068 6,937

As at 31 December 2009, the undiscounted amount of estimated cash flows required to settle the obligation is $7,805 (2008 — $7,805). The estimated cash

flow has been discounted using a credit adjusted risk free rate of 5.04% (2008 — 5.04%). The expected period until settlement is five years.
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Deferred revenue

In April 2007, Hellas Gold agreed to sell to Silver Wheaton (Caymans) Ltd. (“Silver Wheaton”) all of the silver metal to be produced from ore extracted
during the mine-life within an area of some 7 km?around its zinc-lead-silver Stratoni mine in northern Greece (the “Silver Wheaton Transaction”). The sale
was made in consideration of a prepayment to Hellas Gold of $57.5 million in cash, plus a fee per ounce of payable silver to be delivered to Silver Wheaton
of the lesser of $3.90 (subject to an inflationary adjustment beginning after year three) and the prevailing market price per ounce. During the year ended
31 December 2009, Hellas Gold delivered concentrate containing ounces 772,865 (2008 — 1,038,762 ounces) of silver for credit to Silver Wheaton.

In April 2007, Hellas Gold entered in an agreement with MRI Trading AG ("MRI") for the sale of 25,000 wet metric tonnes of gold bearing pyrite concentrate.
Hellas Gold received a prepayment of $2.18 million in cash. A further agreement with MRI was entered into in March 2008, for the sale of a further 23,372
dry metric tonnes, for which Hellas Gold received a prepayment of $3.56 million in cash. The remaining balances relating to MRI prepayments were
transferred to current liabilities reflecting the repayment of all prepaid amounts to MRI in February 2009. In September 2007, Hellas Gold entered into an
agreement with a subsidiary of Celtic Resources Holdings (“Celtic”) Plc for the sale of 50,000 wet metric tonnes of gold bearing pyrite concentrate, for
which Hellas Gold received a prepayment of $4.71 million in cash. During the year a total of 24,680 wmt (2008 — 3,000 wmt) of concentrate was delivered
to Celtic.

The following table reconciles movements on deferred revenue associated with the MRI, Celtic and the Silver Wheaton transaction:

2009 2008
$000 5000
Deferred revenue — beginning of year 58,496 65,344
Additions - 3,564
Revenue recognised (5,535) (6,399)
Transferred to current liabilities - (4,013)
52,961 58,496
Less: current portion (4,549) -
Deferred revenue — end of year 48,412 58,496
Capital stock
Authorised:
— Unlimited number of common shares, without par value
— Unlimited number of preferred shares, issuable in series, without par value
Issued and outstanding (common shares - all fully paid):
Number Amount
of shares $000
Balance - 31 December 2007 179,162,381 537,275
Restricted share units vested 195,000 973
Share options exercised or exchanged 25,000 77
Share issue costs, net of tax - 9)
220,000 1,041
Balance - 31 December 2008 179,382,381 538,316
Restricted share units vested 947,925 3317
Share options exercised or exchanged 1,009,507 3,576
Share issue costs, net of tax - (29)
1,957,432 6,864

Balance - 31 December 2009 181,339,813 545,180
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Capital stock (continued)
Contributed surplus:

2009 2008
$000 $000
Equity-based compensation expense 9,469 7,210
Broker warrants 578 578
10,047 7,788
Accumulated other comprehensive income
The components of accumulated other comprehensive income were as follows:
2009 2008
$000 $000
Cumulative translation adjustment 36,818 36,890
Fair value of cash flow hedge (net of tax) (1,064) 6,786
Available-for-sale asset 157 -
35,911 43,676

Share options, restricted share units and deferred phantom units
Share Option Plan

The Company operates a Share Option Plan (together with its predecessor, the “Share Option Plan”) authorising the directors to grant options with a
maximum term of 5 years, to acquire common shares of the Company to the directors, officers, employees and consultants of the Company and its
subsidiaries, on terms that the Board of Directors may determine, within the limitations of the Share Option Plan.The maximum number of common
shares of the Company which may be reserved for issuance for all purposes under the Share Option Plan shall not exceed 15% of the common shares
issued and outstanding from time to time (27,200,927 shares as at 31 December 2009).

An option holder under the Share Option Plan may elect to dispose of its rights under all or part of its options (the “Exchanged Rights”) in exchange for

the following number of common shares of the Company (or at the Company's option for cash) in settlement thereof (the “Settlement Common Shares"):

Number of Settlement = Number of Optioned Shares issuable X (Current Price — Exercise Price)
Common Shares on exercise of the Exchanged Rights Current Price

As at 31 December 2009, the following share options were outstanding:

Exercise

Number of price

Expiry date Options cs
2010 60,000 2.00
2011 66,666 3.25
2011 600,000 3.85
2011 50,000 4.10
2012 250,000 5.66
2012 150,000 571
2012 256,666 587
2013 50,000 1.99
2013 360,000 3.54
2013 135,000 5.07
2013 78,333 6.80
2014 1,300,000 6.00
2014 50,000 7.00

3,406,665 5.10
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16 Share options, restricted share units and deferred phantom units (continued)

During the years ended 31 December 2009 and 2008, share options were granted, exercised, exchanged and forfeited as follows:

Weighted

average

Number exercise price

of options c$

Balance - 31 December 2007 3,006,665 3.80
Options granted 1,010,000 4.64
Options exercised (25,000) 2.1
Options exchanged for shares - -
Options forfeited (500,000) 4.14
Balance - 31 December 2008 3,491,665 4.01
Options granted 1,350,000 6.04
Options exercised (960,000) 272
Options exchanged for shares (125,000) 446
Options forfeited (50,000) 6.80
Options expired (300,000) 418
Balance - 31 December 2009 3,406,665 5.10

Of the 3,406,665 (2008 - 3,491,665) share options outstanding as at 31 December 2009, 1,855,001 (2008 - 2,421,667) were fully vested and had a weighted
average exercise price of C$4.57 (2008 — C$3.53) per share.The share options outstanding as at 31 December 2009, had a weighted average remaining
contractual life of years 3.38 (2008 — 3.18 years).

The weighted average grant date fair value cost of the 1,350,000 share options granted during the financial year ended 31 December 2009 (2008 -
1,010,000) was $3,221 (2008 - $1,659). For outstanding share options, including options granted during the year and those which were not fully vested
during the year ended 31 December 2009, the Company incurred a total equity-based compensation cost of $2,039 (2008 — $1,384) of which $1,901 (2008
- $1,057) has been recognised as an expense in the statement of profit and loss and $138 (2008 — $327) has been capitalised to deferred exploration and
development costs.

The fair value of the share options granted has been estimated at the date of grant using a Black-Scholes and Parisian option pricing model with the
following assumptions: weighted average risk free interest rate of 0.05% (2008 — 2.05% to 3.05%); volatility factor of the expected market price of the
Company’s shares of 68.03% (2008 — 32.86% to 89.59%); a weighted average expected life of the share options of 5 years (2008 — 5 years), maximum term
of 5 years and a dividend yield of Nil (2008 — Nil).

In 2009, Nil (2008 - 500,000) options forfeited during the year represent options cancelled and were replaced with DPUs. These have been accounted for
as a stock modification.

Restricted Share Unit Plan

The Company operates a Restricted Share Unit Plan (the “RSU Plan”) authorising the directors, based on recommendations received from the
Compensation Committee, to grant Restricted Share Units ("RSUs") to designated directors, officers, employees and consultants. The RSUs are “phantom”
shares that rise and fall in value based on the value of the Company’s common shares and are redeemed for actual common shares on the vesting dates
determined by the Board of Directors when the RSUs are granted. The RSUs vest on the dates below; however, upon a change of control of the Company
they would typically become 100% vested. The maximum number of common shares of the Company which may be reserved for issuance for all
purposes under the RSU Plan shall not exceed 2.5% of the common shares issued and outstanding from time to time (4,533,495 shares as at 31 December
2009).
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16 Share options, restricted share units and deferred phantom units (continued)

As at 31 December 2009, the following RSUs were outstanding:

Grant date
fair value of
underlying
Number shares
Vesting date of RSUs cs
04 January 2010 187,911 2.65
04 January 2010 187,910 2.65
04 January 2010 50,000 6.99
31 March 2010 200,000 6.02
31 March 2010 165411 6.18
08 December 2010 70,102 6.18
31 December 2010 200,000 6.02
1 December 2011 200,000 6.02
1,216,334 5.09

During the years ended 31 December 2009 and 2008, RSUs were granted, vested and forfeited as follows:
Weighted average
grant date
fair value of
underlying
Number shares
of RSUs cs
Balance - 31 December 2007 185,000 4.86
RSUs granted 365,000 5.26
RSUs vested (195,000) 5.08
RSUs forfeited (150,000) 6.59
Balance - 31 December 2008 205,000 4,09
RSUs granted 2,104,259 452
RSUs vested (947,925) 3.86
RSUs forfeited (100,000) 2.74
Balance - 31 December 2009 1,261,334 5.09

The weighted average grant date fair value cost of underlying shares of the 2,104,259 RSUs granted during the financial year ended 31 December 2009
(2008 - 365,000) was C$4.52 (2008 — C$5.26). For outstanding RSUs which were not fully vested, including RSU’s granted during the year ended 31
December 2009, the Company incurred a total equity-based compensation cost of $4,781 (2008 — $1,399) of which $3,793 (2008 - $889) has been
recognised as an expense in the statement of profit and loss and $988 (2008 — $510) has been capitalised to deferred exploration and development costs.

Deferred Phantom Unit Plan

The company operates a Deferred Phantom Unit plan (the “DPU Plan”) authorising the directors based on recommendation by the Human Capital
Management Committee to grant Deferred Phantom Units ("DPUs") to independent eligible directors. The DPU are units which give rise to a right to
receive a cash payment the value of which, on a particular date should be the market value of the equivalent number of shares at that date. The market
value at 31 December 2009 has been included in current liabilities.

As at 31 December 2009, the following DPUs were outstanding:

Grant date

fair value of

Number DPUs

Grant date of DPUs cs
05 December 2008 271,000 504,060
23 March 2009 6,184 22,448
15 May 2009 7,712 22,365
18 August 2009 6,918 22,690
07 October 2009 55,000 331,650
15 November 2009 4,596 32,906

351,410 936,119
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16 Share options, restricted share units and deferred phantom units (continued)

During the years ended 31 December 2009 and 2008, DPUs were granted and forfeited as follows:

Fair value of

Number DPUs

of DPUs c$

Balance - 31 December 2007 - -
DPUs granted and vested 406,500 1.86
DPUs forfeited - -
Balance - 31 December 2008 406,500 1.86
DPUs granted and vested 90,817 513
DPUs forfeited _ _
DPUs converted to RSU (145,907) 1.96
Balance - 31 December 2009 351,410 2.66

Of the 90,817 (2008 — 416,500) DPU's granted during the year, 90,817 (2008 — 406,500) were fully vested.

The weighted average grant date fair value cost of the 90,817 DPUs granted during the financial year ended 31 December 2009 (2008 — 406,500) was
$409 (2008 - $760). The weighted average fair value cost of the 351,410 DPUs as at the 31 December 2009, based on the year end share price,amounted
to $2,046 (2008 — $1,054).

17 Financial instruments and financial risk management

Financial exposures, in varying degrees, arise in the normal course of the Company’s consolidated operations and include commodity price risk, foreign
exchange risk, interest rate risk, liquidity risk and credit risk associated with trade and financial counterparties. These exposures are monitored by Senior
Management and are assessed and mitigated in accordance to the Group Risk Management Policy.

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable, accrued liabilities and hedge contracts.

Short-term financial assets are amounts that are expected to be settled within one year. The carrying amounts in the consolidated balance sheets
approximate fair value because of the short term nature of these instruments.

The carrying amounts of the financial instruments and their fair values as at 31 December 2009 and 2008 are as follows:

Carrying amount Fair value
2009 2008 2009 2008
$000 $000 $000 $000
Financial assets
Cash and cash equivalents 113,642 170,296 113,642 170,296
Accounts receivable 26,813 20,057 26,813 20,057
Derivative financial asset - 10,282 - 10,282
Available-for-sale asset 1,490 - 1,490 -
Financial liabilities
Accounts payable and accrued liabilities 12,684 16,263 12,684 16,263

Derivative financial liability 1,064 - 1,064 -
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17 Financial instruments and financial risk management (continued)

Fair value
2009 valuation
Fair value technique market

2009 quoted observation
market price inputs
(Level 1) (Level 2)
Financial assets
Available-for-sale asset 1,490 -
Financial liabilities
Derivative financial liability - 1,064

Quoted market price represents the fair value determined based on quoted prices on active markets as at the reporting date without any deduction for
transaction costs. The fair value of the listed equity investments are based on quoted market prices.

For financial instruments not quoted in active markets, the Company used valuation techniques such as present value and Black - Scholes option
valuation technigues, comparison to similar instruments for which market observable prices exist and other relevant models used by market participants.
These valuation techniques use both observable and unobservable market inputs.

Commodity Price Risk — The Company’s net profit and value of the mineral resource properties are related to the prices of gold, silver, copper, zinc and
lead and the outlook for these commodities.

Gold prices historically have fluctuated widely and are affected by numerous factors outside of the company's control, including, but not limited to,
industrial and retail demand, central bank lending, forward sales by market participants, levels of worldwide production, macro-economic and political
variables and certain other factors related specifically to gold. Silver and, in particular, base metal prices have historically tended to be driven more by the
demand and supply fundamentals for each metal, however, they are also influenced by speculative activity, macro-economic and political variables and
certain other factors related specifically to silver and base metals.

The long term profitability of the Company’s operations is highly correlated to the market price of its commodities and in particular gold. To the extent
that these prices increase, asset values increase and cash flows improve; conversely, declines in metal prices directly impact value and cash flows. A
protracted period of depressed prices could impair the Company’s operations and development opportunities, and significantly erode shareholder value.

Hedging commitments - The Company enters into financial transactions in the normal course of business and in line with Board guidelines for the
purpose of hedging and managing its expected exposure to commodity prices.There are a number of financial institutions which offer metal hedging
services and the Company deals with highly rated banks and institutions who have demonstrated long term commitment to the mining industry. The
Company has one counterparty in respect of its lead and zinc hedge contracts noted below. Market conditions and prices would affect the fair value of
these hedge contracts and in certain market conditions, where the fair value of the hedge contract is positive to the Company, if this counterparty were
unable to honour its obligations under the hedge contract, the Company would be exposed to the value of the hedge and the difference between the
hedged price and the then current market price on the date of the settlement. The hedges below are treated as cash flow hedges in accordance with
CICA 3865: Hedges.
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17 Financial instruments and financial risk management (continued)

Lead and Zinc hedging contracts — As at 31 December 2009, the Company had entered into hedging arrangements as illustrated below which, for the
amount of production shown, protect the Company from decreasing prices below the floor price and limit participation in increasing prices above the
cap price. The period of the hedge is from 1 January 2010 until 31 December 2010 and is cash settled on a monthly basis between the monthly average
of the relevant commaodity price and the cap and floor price, as applicable. As at 31 December 2009, these contracts had a fair value of ($1,064) (2008 —
$10,282), determined by a 3rd party valuation using the appropriate Black-Scholes options valuation model, based on the then prevailing market prices
including lead and zinc prices, interest rates and market volatility.

Period January 2010 — December 2010 Lead Zinc
Total volume (tonne) 6,000 7,800
Monthly volume (tonne) 500 650
Floor price ($/tonne) 2,000 2,000
Cap price ($/tonne) 2,900 2,925

During the year ended 31 December 2009, the Company recorded income relating to its hedging program of $5,621 (2008 — $4,918).

Given the current maturity profile of the hedge, market expectations and parameters, we expect that the fair value of the existing hedge contracts
(51,064) will be released to net income within the next 12 months.

Currency risk - The Company is exposed to currency risk on accounts receivable, accounts payable and cash holdings that are denominated in
currencies other than the functional currencies of the operating entities in the group. As at the 31 December 2009, the Company held the equivalent of
$16,133 (2008 - $30,246) in net assets denominated in foreign currencies. These balances are primarily made up of Euro and, to a lesser extent, Pound
Sterling.

The Company publishes its consolidated financial statements in US dollars and as a result, it is also subject to foreign exchange translation risk in respect
of Euro denominated assets and liabilities in its foreign operations.

For the year ended 31 December 2009 the Company recorded a foreign exchange loss of $1,576 (2008 - a loss of $6,406), mainly due to the translation of
Euro balances in its subsidiaries.

Liquidity risk — Liquidity risk is the risk that the Company will not be able to meet its financial obligations when they become due.

The Company manages its liquidity risk by ensuring there is sufficient capital to meet working capital, short and long term business requirements after
taking into account cash flows from operations and holdings of cash and cash equivalents. Senior management is actively involved in the review and
approval of planned expenditures by regularly monitoring cash flows from operations and anticipated investing and financing activities.

The Company does not have any borrowing or debt facilities and settles its obligations out of cash and cash equivalents. The ability to do this relies on the
Company collecting its accounts receivable in a timely manner and maintaining cash on hand.

Financial liabilities consist of trade payables, accrued liabilities and financial derivatives. As at 31 December 2009, the Company’s trade payables and
accrued liabilities amounted to $12,684 (2008 — $16,263), all of which fall due for payment within 12 months of the balance sheet date. The average credit
period achieved during the year ended 31 December 2009 was 30 days (2008 — 30 days).

As at 31 December 2009, cash and cash equivalents comprises the following:

2009 2008

$000 $000

Interest bearing bank accounts 102,686 123,297
Short-term deposits 10,956 46,999
113,642 170,296

The Company has accounts receivable from trading counterparties to whom concentrate products are sold.Where traders are chosen as counterparties,
only the larger and most financially secure metal trading groups are dealt with. The company may also transact agreements with trading groups who
have direct interests in smelting capacity or direct to the smelters themselves.

Of the total trade receivable as at 31 December 2009, 4 (2008 - 3) customers represented 84% (2008 — 96%) of the total. The Company does not
anticipate any loss for non-performance.
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17 Financial instruments and financial risk management (continued)

As at 31 December 2009, the accounts receivable comprises the following:

2009 2008

$000 $S000

Trade receivables 6,712 4,986
Valued added taxes recoverable 18,360 11,780
Other accounts receivable 1,741 3,291
26,813 20,057

As at 31 December 2009, the Company considers its accounts receivable excluding Value Added Taxes recoverable and other accounts receivable to be
aged as follows:

2009 2008

Ageing $000 $000
Current 4,139 1,807
Past due (1-30 days) 2,283 2,632
Past due (31-60 days) 233 417
Past due (more than 60 days) 57 130
6,712 4,986

Interest rate risk - The Company is exposed to interest rate risk arising from fluctuations in interest rates on its cash equivalents. The Company does not
have any borrowings or debt facilities and seeks to maximise returns on cash equivalents without risking capital values. The Company's objectives of
managing its cash and cash equivalents are to ensure sufficient liquid funds are maintained to meet day to day requirements and to place any amounts
which are considered in excess of this on short-term deposits with the Company’s banks to earn interest. The Company uses top rated institutions and
ensures that access to the amounts can be gained at short notice. During the year ended 31 December 2009 the company earned interest income of
$625 (2008 - $5,729) on cash and cash equivalents, based on rates of returns up to 3.5% (2008 — up to 4.40%).

Credit risk - Credit risk represents the financial loss the Company would suffer if the Company’s counterparties to a financial instrument, in owing an
amount to the Company, fail to meet or discharge their obligation to the Company.

Financial instruments that expose the Company to credit risk consist of cash and cash equivalents, accounts receivable and in certain market conditions,
hedging contracts. The cash equivalents consist mainly of short-term investments, such as money market deposits. The Company does not invest in
asset-backed commercial paper and has deposited the cash equivalents only with the largest banks within a particular region or with top rated
institutions.

The Company's concentrate offtake arrangements also expose it to credit risk which would result should the Company's offtakers default under these
arrangements, as a result of which the Company would not realise its trade receivable amount. The Company manages this exposure through assessing
the offtaker’s credit risk before entering the offtake agreement, the structure of the offtake contract and sells to a number of different offtakers which
diversifies this risk.

Included in the Company’s accounts receivable is an amount of $18,095 relating to value added taxes recoverable which is subject to Greek government
credit risk.

Sensitivity analysis — The Company has completed a sensitivity analysis to estimate the impact on net (loss)/profit of a 5% change in foreign exchange
rates,a 1% change in interest rates and a 10% change in base metal prices, excluding the effect of hedging, during the years ended 31 December 2009
and 2008. The results of the sensitivity analysis can be seen in the following table:

2009 2008
Impact on Net (Loss)/Profit (+/-) $000 $000
Change of - 5 % USS: € foreign exchange rate (1,676) (460)
Change of + 5 % USS: € foreign exchange rate 1,674 564
Change of +/- 1% in interest rates 890 1,321
Change of +/- 10% in commaodities prices 8,281 5417

Limitations of sensitivity analysis - The above table demonstrates the effect of each sensitivity in isolation. In reality, there may be a correlation
between a combination of any of these sensitivities. Additionally, the financial position of the Company may vary at the time any of these factors occurs,
causing the impact on the Company'’s results to differ from that shown above.
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18 Capital Risk Management

The Company's objectives when managing its capital are to maintain financial flexibility to achieve its long term business development plan, whilst
managing its costs, optimizing its access to capital markets and preserving capital value. Further, it ensures that there is sufficient liquidity available to
meet day to day operating requirements.

The Company currently has no debt and considers its Shareholders’ Equity and cash and cash equivalents as components of its capital structure.

The Company’s Board of Directors continually assesses the Company's capital through its short-term budgets and long-term development plan, meeting
regularly through quarterly board meetings and regular communication with Officers and senior management to assess the requirements, changes to
Company’s set of assumptions and capital market conditions.

Going forward, as part of its capital management, the Company expects to raise a level of debt based on the forecast cashflows of its projects. As a result,
the Company will need to comply with certain financial covenants and financial restrictions accordingly.

In order to maximise ongoing development efforts, the company does not pay out dividends.

The Company's investment policy is to invest its cash in high-grade investment securities with varying terms, maturity and counterparties, selected with
regards to the expected timing of expenditures from continuing operations and counterparty risk.

The Company expects its current capital resources and anticipated debt raising will be sufficient to carry out its plans and operations through its current
operating period.

The Company is not subject to externally imposed capital requirements and there has been no change in the overall capital risk management as at 31
December 2009.

Capital under management was as follows:

2009 2008
$000 $000
Capital stock 545,180 538,316
Contributed surplus 10,047 7,788
Accumulated other comprehensive income 35,911 43,676
Deficit (13,828) (2,045)
577,310 587,735
19 Supplementary cash flow information
2009 2008
$000 $000
Changes in non-cash working capital:
Accounts receivable and prepaid expenses (7,404) (3,696)
Inventory (1,845) (943)
Accounts payable and accrued liabilities (4,416) (5,137)
(13,665) (9,776)
Supplemental disclosure of non-cash transactions:
Share options and restricted share units issued for non-cash consideration 6,820 2,788
Exercise or exchange of share options — Transfer from contributed surplus to share capital (1,244) (24)

Vesting of restricted share units (3,317) (973)
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20 Commitments

21

The Company has spending commitments of $236 or £166 (2008 — $180) per year (plus service charges and value added tax) for a term of ten years under
the lease for its office in London, England, which commenced in April 2004. The rent was subject to an upward only review in April 2009, for which new
rent became effective from November 2008.

Hellas Gold has spending commitments of $150 (€104) per year for a term of 9 years under the lease for its office in Athens, Greece, which commenced in
December 2007.The rent will be reviewed on the second anniversary of the commencement of the term to reflect any increase in rents in the market.

As at 31 December 2009, Hellas Gold had entered into off-take agreements pursuant to which Hellas Gold agreed to sell 37,050 dmt of zinc concentrates,
5,778 dmt of lead/silver concentrates and 106,489 dmt of gold concentrates until the financial year ending 2012.

During 2007, Hellas Gold entered into purchase agreements with Outotec Minerals OY for long-lead time equipment for the Skouries project with a cost
of $46,657 (€34,470) which is to be paid by the end of 2009. As at 31 December 2009, $46,062 (€31,974) of the commitment had been paid. Hellas Gold
has pledged $1,105 (€762) in support of a letter of credit issued on behalf of Outotec Minerals OY through Nordea Bank of Finland.

Transactions with related parties

Aktor Construction International ("ACI") Greece's largest construction Company owns 5% of Hellas Gold the Company’s 95% owned subsidiary. ACl is a
100% subsidiary of Ellaktor S.A., which owns 19.7% of the Company'’s issued share capital. ACl, which is deemed a related party, contracts management,
technical and engineering services to Hellas Gold.

During the year ended 31 December 2009, Hellas Gold incurred costs of $33,566 (2008 — $41,852) which have been recognised as cost of sales in the
statements of profit and loss and capitalised to property, plant and equipment, for services received from ACl. As at 31 December 2009, Hellas Gold had
accounts payable of $3,881 (2008 — $3,637) to ACl. These expenditures were contracted in the normal course of operations and are recorded at the
exchange amount agreed by the parties. The terms of the payable is 30 days (2008 — 30 days).
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22 Segmented information

During 2009, the Company had four reporting segments. The Company has identified its operating segments based on internal reports prepared by
management. Management has identified the operating segments based on the location of its activities. The Company’s operations are managed on a
regional basis. The Greek reporting segment includes the production activities of the Stratoni mine and development activities of the Olympias and
Skouries. The Romanian reporting segment includes the development activities of the Certej project. The Turkish reporting segment includes the
exploration activities of the Ardala project. The other reporting segment includes the operation of the Company's corporate office. The accounting policy
used by the Company in reporting segments are in accordance with the measurement principles of Canadian GAAP.

2009
Greece Romania Turkey Corporate Total

$000 $000 $000 $000 $000
Assets
Production stage mineral properties 24,051 - - - 24,051
Development stage mineral properties 405,146 50,173 - - 455,319
Exploration stage mineral properties - - 1,625 - 1,625
Property, plant and equipment 92,711 3,102 53 234 96,100
Segment assets 521,908 53,275 1,678 234 577,095
Income
Sales to external customers
Concentrate sales 39,563 - - - 39,563
Gold pyrite sales 23,149 - - - 23,149
Total segment income 62,712 - - - 62,712
Result
Segment result excluding hedge contract profit
and equity-based compensation 3,929 - (82) (8,589) (4,742)
Hedge contract profit - - - (5621) (5,621)
Equity-based compensation - - - 6,530 6,530
Total segment result before income taxes 3,929 - (82) (7,680) (3,833)
Income taxes (expense)/benefit (2,007) - - (1,369) (3,376)
Total segment result 1,922 - (82) (9,049) (7,209)
Reconciliation of segment loss after income taxes
Depletion (3,216)
Accretion (131)
Write-down of mineral property (1,171)

Loss for the year (11,727)
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22 Segmented information (continued)

2008
Greece Romania Turkey Corporate Total
$000 $000 $000 $000 $000
Assets
Production stage mineral properties 26,652 - - - 26,652
Development stage mineral properties 403,907 45,187 - - 449,094
Exploration stage mineral properties - - 456 - 456
Property, plant and equipment 71,293 2,759 40 309 74,401
Segment assets 501,852 47,946 496 309 550,603
Income
Sales to external customers
Concentrate sales 44,812 - - - 44,812
Gold pyrite sales 15,232 - - - 15,232
Total segment income 60,044 - - - 60,044
Result
Segment result excluding hedge contract profit
and equity-based compensation (8,370) - (214) 2,082 (6,502)
Hedge contract profit - - - (4,918) (4,918)
Equity-based compensation - - - 2,900 2,900
Total segment result before income taxes (8,370) - (214) 64 (8,520)
Income taxes (expense)/benefit 875 - - 15,764 16,639
Total segment result (7,495) - (214) 15,828 8,119
Reconciliation of segment profit after income taxes
Depletion (2,946)
Accretion (133)
Write-down of mineral property -
Profit for the year 5,040

23 Pension plans and other post-retirement benefits

The Company's subsidiary, European Goldfields (Services) Limited, maintains a defined contribution pension plan for its employees. The defined
contribution pension plan provides pension benefits based on accumulated employee and Company contributions. Company contributions to these
plans are a set percentage of employees' annual income and may be subject to certain vesting requirements.The cost of defined contribution benefits is
expensed as earned by employees.

As at 31 December 2009 and 2008, the Company recognised the following costs:

2009 2008
$000 $000

Defined contribution plans 641 261
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24 (Loss)/earnings per share

The calculation of the basic and diluted earnings per share attributable to holders of the Company's common shares is based as follows:

2009 2008

$000 $000
(Loss)/profit for the year (11,783) 5519
Effect of dilutive potential common shares - -
Diluted earnings (11,783) 5519
Weighted average number of common shares for the purpose of basic earnings per share 179,825 179,566
Incremental shares — Share options - 1,657
Weighted average number of common shares for the purpose of diluted earnings per share 179,825 181,223

In 2008, the weighted average number of options excluded from the computation of diluted earnings per share because their effect was not dilutive, was
1,220.

25 Comparative figures

The prior year amounts have been reclassified from statements previously presented to conform to the presentation of 2009 Consolidated Financial
Statements.

26 Post balance sheet event

Since 31 December 2009, the Company granted 550,000 (2008 — 584,779) restricted share units under the Company's Restricted Share Unit Plan and
1,600,000 (2008 - Nil) share options under the Company's share option plan.
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27 Recently issued accounting standards

Business Combination, Consolidated Financial Statements and non controlling interest - In January 2009, the CICA issued Handbook Sections 1582
— Business Combinations, 1601 — Consolidated Financial Statements and 1602 — Non-Controlling Interests which replace CICA Handbook Sections 1581 —
Business Combinations and 1600 — Consolidated Financial Statements. Section 1582 establishes standards for the accounting for business combinations
that is equivalent to the business combination accounting standard under International Financial Reporting Standards. Section 1582 is applicable for the
Company’s business combinations with acquisition dates on or after January 1,2011. Early adoption of this Section is permitted. Section 1601 together
with Section 1602 establishes standards for the preparation of consolidated financial statements. Section 1601 is applicable for the Company's interim and
annual consolidated financial statements for its fiscal year beginning January 1,2011. Early adoption of this Section is permitted. If the Company chooses
to early adopt any one of these Sections, the other two sections must also be adopted at the same time.

International Financial Reporting Standards - (“IFRS") - In 2006, the Canadian Accounting Standards Board (“AcSB") published a new strategic plan that
will significantly affect financial reporting requirements for Canadian companies. The AcSB strategic plan outlines the convergence of Canadian GAAP
with IFRS over an expected five year transitional period. In February 2008, the AcSB confirmed that publicly listed companies will be required to adopt IFRS
for interim and annual financial statements relating to fiscal years beginning on or after January 1,2011,and in April 2008, the AcSB issued for comment
it's Omnibus Exposure Draft, Adopting IFRS in Canada. Early adoption may be permitted, however it will require exemptive relief on a case by case basis
from the Canadian Securities Administrators.

The Company has begun assessing the adoption of IFRS and is in the process of completing its overall conversion plan.The plan assesses the possible
benefits of early adoption, the key differences between IFRS and Canadian GAAP including disclosures as well as a timeline for implementation.
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