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AUDITORS’ REPORT : /Q/ S

To the Shareholders of Eldorado Gold Corporation & E}/ -0/

< /\
&%
655, "CP‘“/«—T‘\\QO

N

We have audited the consolidated balance sheets of Eldorado Gold CorpQratlon asat . \O ,

December 31, 2001 and 2000 and the consolidated statements of operatloips an(i ‘aeﬁc:lt ar;gfz// ;
cash flows for the years ended December 31, 2001 and 2000. These consof; dated financial

statements are the responsibility of the Company s management. Our respons; 1\)‘ Ciltyns to/o'z\\

express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the 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 matenial respects,

the financial position of the Company as at December 31, 2001 and 2000 and the results of its
operations and its cash flows for the years ended December 31, 2001 and 2000 in accordance
with Canadian generally accepted accounting principles.

“PricewaterhouseCoopers LLP”

Chartered Accountants

Vancouver, BC
February 15, 2002
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Eldorado Gold Corporation

Consolidated Balance Sheets
Expressed in thousands of U.S. dollars

ASSETS

Current Assets

Cash and cash equivalents
Restricted cash (Note 9)
Accounts receivable
Inventories (Note 4)

Mine property, plant and equipment (Note 5)

Mineral properties and deferred development (Note 5)
Investments and advances

Future income taxes (Note 13)

Other assets and deferred charges (Note 6)

LIABILITIES

Current Liabilities

Accounts payable and accrued liabilities
Current portion of long term debt (Note 9)

Provision for rectamation costs
Deferred gain (Note 7)

Future income taxes (Note 13)
Convertible debentures (Note 8)
Long term debt (Note 9)

SHAREHOLDERS' EQUITY

Share capital (Note 10}

Special warrants (Note 10)

Equity portion of convertible debentures (Note 8)
Deficit

Nature of operations (Note 1)
Commitments and Contingencies (Note 14)
Subsequent events (Note 9, 10 and 17)
Approved by the Board

IPaul N. Wright/

Director

December 31

2001 2000

$ 4752 $ 2,300
475 7,053

3,747 4,944

5,069 4,669

14,043 18,966

66,495 70,627

30,673 29,442

122 277

- 203

1,961 1,675

$ 113,294 121,190
$ 11,769 6,553
6,243 7,331

18,012 13,884

3,467 3,467

5,621 4,322

178 193

1,870 2,427

9,103 18,006

38,251 42,299

316,406 310,527

- 5,840

7,280 8,723
(248,643) (244,199)

75,043 78,891

$ 113,294 $ 121,190

/{Wayne D. Lenton/

Director



Eldorado Gold Corporation

Consolidated Statements of Operations and Deficit
Expressed in thousands of U.S. dollars except per share amounts

Three months

Three months

ended ended Year ended
December 31 December 31 December 31
2001 2000 2001 2000
Revenue
Gold sales $ 7.385 § 10,195 $ 33,523 § 51,455
interest and other income 301 1,155 944 1,962
7.686 11,350 34,467 - 53,417
Expenses
Operating costs 4,568 7.428 22,753 34,013
Depletion, depreciation and amortization 2,265 2,301 8,991 11,369
General and administrative 960 996 3,296 3,163
Exploration expense 79 190 508 539
Interest and financing costs 278 876 1,919 3,076
Reclamation - 104 - 674
Foreign exchange loss (gain) 115 (463) 173 (576)
. 8,265 11,432 37,640 52,258
(Loss) profit before the undernoted items (579) (82) (3,173) 1,159
W}ite down, disposals of investments and advances (24) (59) (24) (59)
Reorganization costs (406) - (406) -
Gain on disposals of mine property, plant and equipment 14 - 74 -
Gain on disposition of subsidiary - 647 - 297
{Loss) profit before income taxes (995) 506 (3,529) 1,397
Taxes (Note 13)
Current (138) 237 (155) 1,019
Future - (433} {203) {1,310)
Net (loss) income for the period $ (1,133) § 310 § (3,887) $ 1,106
Deficit at the beginning of the period (247,366) (244,376) (244,199) (244,791)
Interest on equity portion of convertible debentures (144) (133) (557) (514)
Deficit at end of the period $ (248,643) 3% (244,199) § (248,643) $ (244,199)
Weighted average number of shares outstanding 102,320,772 84,040,314 99,736,407 79,874,211
Basic (Loss) Income per share - U.S.$ 3 ool % - 3 0.04) % Q.01
Basic (Loss) Income per share - CDN.$ 3 (0.01) $ - $ (0.06) $ 0.02




Eldorado Gold Corporation
Consolidated Statements of Cash Flows
Expressed in thousands of U.S. dollars

Cash flows from operating activities
Net (loss) income for the period
Items not affecting cash
Depletion, depreciation and amortization
Future income taxes
Reclamation
Write-down, disposals of investments and advances
Gain on disposals of mine property, plant and equipment
Gain on disposition of subsidiary
Interest on equity portion of convertible debentures
Interest and financing costs
Amortization of hedging gain
Foreign exchange loss

Decrease (increase) in accounts receivable
{Increase) decrease in inventories

. Increasg (decrease} in accounts payable and accrued liabilities
Liquidation of hedges

Cash flow from investing activities
Mine property, plant and equipment
Proceeds from disposals of mine property, plant and equipment
Mineral properties and deferred development
Investments and advances
Proceéds from disposals of investments and advances
Reclamation costs incurred
Restricted cash

Cash flow from financing activities
Repayment of long-term debt
Proceeds from disposition of subsidiary
Issue of common shares:
- Vating - for cash
Special warrants
Other assets and deferred charges

Foreign exchange loss on cash held in foreign currency
Net Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Supplemental cash flow information
Interest paid

Three months

Three months

ended ended Year ended
December 31 December 31 December 31
2001 2000 2001 2000

(1.133) $ 310 § (3.887) $ 1,106
2,265 2,301 8,991 11,369
- 433 203 1,310
- 104 - 674
24 59 24 59

(14) - (74) -
- (647) - (297)
(144) (133) (557) (514)
1 101 194 101
(579) (863) (2,791) (5,167)
274 196 789 224
694 1,861 2,892 8,865
(264) (963) 1,197 (2,676)
(50) 426 (400) 384
3,652 (86) 5,250 (2,495)
- 511 4,090 511
4,032 1,749 13,029 4,589
(933) (866) (4,513) (4,183)

16 - 231 -
(248) (326) (1.231) (1.757)
25 (72) 61 (11)

70 - 70 -
N (126) - (779)
(75) (2.135) 6,578 (3,784)
(1,145) (3,525) 1,196 (10,514)
{1,571) (3,115) (10,660) (6,514)
- 303 - 303
5 - 5 5662
- 5,840 - 5,840
(124) (83) (295) (60)
(1,690) 2,945 (10,950) 5,231
(271) (231) (823) (259)
926 938 2,452 (953)
3,826 1,362 2,300 3,253
4752 $ 2,300 $ 4752 % 2,300
465 % 966 $ 1,725 § 3,020




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

1. Nature of Operations

Eldorado Gold Corporation (“Eldorado”, “the Company”) is engaged in gold mining and related
activities, including exploration, extraction, processing and reclamation. Gold, the primary product, is
produced in Brazil and was produced in Mexico until the sales of the Mexican subsidiaries. Exploration
activities are carried on in Brazil and Turkey.

Management estimates that the Company has sufficient working capital and anticipated cash flow to meet
its planned normal operating expenditures and debt repayments for the next fiscal year. The Company
has agreed to further reduce its net debt. (Note 17) If the Company can not make such a reduction it may
be necessary to amend the credit agreement to access its restricted cash or defer scheduled repayments.
The Company has been successful in amending its credit agreement in the past, but there can be no
assurance that it will be able to do so in the future.

The Company has not determined whether all its development properties contain ore reserves that are
economically recoverable. The recoverability of the amount shown for mineral properties and deferred
development is dependent upon the existence of economically recoverable reserves, the ability of the
Company to obtain the necessary financing, licenses and permits to complete the exploration and
development of its properties, and upon future profitable production or proceeds from the disposition of
the properties. The amounts shown as mineral properties and deferred development represent.net costs to
date, less amounts amortized and/or written off and do not necessarily represent present or future values.

2. Significant Accounting Policies

Basis of consolidation

The consolidated financial statements include the accounts of Eldorado and its subsidiaries. The
consolidated financial statements have been prepared using accounting principles generally accepted in
Canada.

Foreign currency translation

Eldorado’s subsidiaries are integrated operations. The financial statements and other transactions stated
in foreign currencies are translated into U.S. dollars using the temporal method, as noted below:

Monetary assets and liabilities are translated at the exchange rate at the balance sheet dates;
Non-monetary assets are translated at historical rates;

Revenue and expense items are translated at the average rate for the year; and

Translation gains and losses are included in operations.

Cash and cash equivalents

Cash and cash equivalents include those short-term money market instruments, which on acquisition have
a term to maturity of three months or less. The Company limits its exposure to credit loss by placing its
cash with creditworthy institutions.

Inventories

In-process inventories, including ore stockpiles when applicable, are valued at the lower of average

production costs and net realizable value, after a reasonable allowance for further processing costs.
Materials and supplies are valued at the lower of average cost and replacement cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

2. Significant Accounting Policies (continued)

Investments

Investments in shares of other companies are carried at cost or at cost less amounts written off to reflect
an impairment in value that is other than temporary.

Property, plant and equipment

Property, plant and equipment are carried at .cost, including costs associated with properties under
development. Assets used in commercial production are subject to depreciation and depletion over their
estimated useful lives, on the basis described below.

Mineral properties, capitalized development and stripping costs;

Where the mine operating plan calls for pfoduction from well defined ore reserves, the unit of production
method is applied. Buildings, machinery, mobile and other equipment are deprecmted on a straight-line
b351s over their useful lives, rangmg from 5 to 8 years.

) An‘nual]y‘,v'rewews are undertaken to\eva]uate the carryingz‘values of operating mines and development
* properties. Estimated undiscounted future net cash flows from each mine and development property are
calculated using estimated future sale prices {considering historical and current prices, price trends and
related factors) and operating capital and reclamation costs. .If it is determined that the estimated net
recoverable amount is less than the carrying value, a write-down to the estimated net recoverable amount
is made with a charge to operations.

Exploration and development

Exploration costs are charged against operations as incurred until a mineral resource is established on a
property, from which time exploration expenditures are capitalized. Capitalized amounts are expensed if
it is determined that a mineral property is not economic.

Deferred financing charges — : o ‘

Deferred financing charges consist of commissions and expenses related to establishing the related
indebtedness and are being amortized to operations over the life of such indebtedness.

Environmental reclamation, rehabilitation and mine closure costs

Expenditures related to environmental protection, reclamation and site restorations undertaken during
mine operations are expensed as incurred. Costs to be incurred at, or subsequent, to the closing of a mine
are estimated and charged against operations over the estimated life of the mine or until it is estimated an
adequate provision exists.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

2. Significant Accounting Policies (continued)
Revenue recognition

Gold and silver revenues are recorded at the estimated net realizable value of dore sales. Adjustments to
these amounts are made after final prices, weights, and assays are determined. Silver revenues are
recorded as a cost recovery. Gains and losses realized on financial instruments used to hedge gold price
risk are recognized in sales revenue when the related production is sold.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates. Where the probability of the
realization of the future income tax asset is not more likely than not, a valuation allowance is recorded.

The most significant estimates are related to the physical and economic lives of mineral assets and site
restoration costs and related obligations.

Income taxes

Future income taxes are recognized for the future income tax consequences attributable to differences
between the carrying values of assets and liabilities and their respective income tax bases. Future income
tax assets and liabilities are measured using enacted incorne tax rates expected to apply to taxable income
in the years in which temporary differences are expected to be recovered or settled. The effect on future
income tax assets and liabilities of a change in rates is included in operations in the period that includes
the enactment date. A future income tax asset is recorded when the probability of the realization is more
likely than not.

Share option plan

The Company has a share option plan as described in Note 10. No compensation expense is recognized
for this plan when shares or share options are issued pursuant to the plan. Consideration paid for shares
on exercise of the share options is credited to share capital.

Loss (earnings) per share

Loss (earnings) per share is calculated based on the weighted average number of common shares issued
and outstanding during the year of 99,736,407 (2000- 79,874,211). The Company has adopted the
revised recommendations of the Canadian Institute of Chartered Accountants, CICA 3500, whereby new
rules are applied in the calculation of diluted earnings per share. The revised standard has been applied on
a retroactive basis and did not result in any restatement of the Company’s financial statements. The effect
of potential issuances of shares under options and warrants would be anti-dilutive, and therefore basic and
diluted losses per share are the same.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

3. Sale of Mexican Subsidiaries

Effective November 1, 2000 the Company sold its Mexican subsidiaries to Conservacion y Sefialamiento
Vial and Exploraciones Mineras del Desierto S.A. de C.V. The Company received $500 cash and the
purchaser forgave $1,459 debt owed by the Company.

Assets and liabilities as at the date of sale are as follows

Assets ‘ 2001 2000
Total Assets $ - $ 7,470
Liabilities

Total Liabilities . S 3 -~ 5438
Shareholders' equity v l o - . ’ $ - $ 3,083
Consideration received - cash ) ' i ’ ‘ - (500)
Deferred gain - (2,752)
Witholding tax ‘ ;e o SRR . - (128)
(Gain) on disposition of subsidiary $ - 3 (297)

The financial statements include the results of operanons of the sub51dlar1es for the penod January 1,
2000 to October 31, 2000 :

4. Ipventories

2001 2000
In process inventory $ 975 $ 437
Materials and Supplies , © 4,094 4,232



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

7. Deferred Gain

5. Property, Plant and Equipment
. 2001 2000
Mine property, plant and equipment
Sio Bento mine $ 104,381  § 100,302
Accumulated depreciation and depletion (38,254) (30,247)
$ 66,127  § 70,055
Office furniture and equipment $ 1838 % 2,087
Accumulated depreciation (1,470) (1,515)
$ 368 8 572
Mineral properties and deferred development S 30,673 $ 29,442
‘ $ 97,168  § 100,069
6. Other Assets and Deferred charges
2001 2000
Deferred financing charges for:
Convertible Debenture 3 690 3 690
Long term debt 3,077 2,288
Related to debentures converted/ amortization (512) (448)
Accumulated amortization (1,853) (1,414)
§ 1,402 $§ 1,116
Cash security deposits 559 559
$ 1,961 § 1,675

Eldorado recorded a deferred gain of $4,090 in 2001 ($511 in 2000) as a result of liquidating a portion of
its hedging position. An amount of $2,791 was recorded to earnings in 2001. The remaining hedging
gains of $5,621 will be taken into income over the years for which the hedges were originally established

per the table below.
2002 2003

Deferred Gain ‘ $ 4,143 $ 1,807

10

2004

$ (329



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

8. Convertible Debentures
2001 2000
Debentures maturing November 1, 2004 $ 9,150 $ 9,150
Equity portion of convertible debenture; 7,280 6,723
S 1,870 $ 2427

Debentures maturing November 1, 2004

Under an agency agreement dated November 3, 1994 Eldorado issued $10,000 of special notes at a price
of $1 per special note, for cash of $9,500 net of agent’s commissions. Each note was subsequently
exercised into a $1 principal amount 8.25% convertible unsecured subordinated debenture. Each $1
debenture matures on November 1, 2004 and is convertible at the holders option into 307.69 common
shares of Eldorado representing a conversion price of $3.25 per share. Subject to certain restrictions, the
debentures are redeemable for cash at par at the option of Eldorado after November 1, 1997. During
2001, no debentures were converted or redeemed.

9. Long Term Debt and Restricted Cash
2001 2000
Restricted Cash - S ) -
Reserve account 3 475 $ 1,305
Liquidity account - 2,624
Escrow In-Trust account - 3,124
$ 475 § 7,053
Long term debt
Corporate loan facility $ 15,103 _ $ 24,506
Equipment purchase loan - 498
Energold Mining Ltd. foan 243 333
$ 15346 $ 25,337
Current portion . ) e (6,243) (7,331)
$§ 9,103 $ 18,006

Commencing on March 31, 1999 the Company, as part of the Amended and Restated Credit Agreement
(the “ARCA”) with NM Rothschild & Sons Ltd. (“NM Rothschild”), agreed to the establishment of a
Reserve account in which the Company agreed to deposit cash quarterly under certain circumstances.
The purpose of this account is to serve as a reserve against future payments of principal, interest and other
amounts due under the Loan Agreement. As at December 31, 2001 the amount held in the Reserve
account was $475 (2000 $1,305).

Effective March 1, 2000, in connection with the equity financing described in Note 10, the Company, as
part of a Second Agreement and Amendment to the ARCA, agreed to the establishment of a Liquidity
Account in which the Company agreed to deposit cash quarterly under certain circumstances. At June 30,
2001 the amount held in the Liquidity Account was used to reduce the loan balance with NM Rothschild.

11



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

9. Long Term Debt and Restricted Cash (continued)

On January 23, 2001 the hedge position was liquidated, $2,000 was paid to 'NM Rothschild and flat
forward contracts at $296.60 per ounce were acquired to hedge 5% of the forecast gold production of the
Company from January 2001 to December 2003.

On June 29, 2001, the Company entered into an agreement (“the Sixth Amendment”) with NM
Rothschild where among other things the June 30, 2001 principal payment of $1,000 was made from the
Company’s Reserve and Liquidity Accounts (the “Deposit Accounts”). The funds remaining in the
Deposit Accounts were used to prepay the principal payment due on September 30, 2001 of $1,500 and
the remaining balance applied to the principal payment due on December 31, 2003.

On July 2, 2001, the Company closed out its gold hedging contracts maturing after December 31, 2001,
restructured its gold hedging contracts due July 31, 2001 to December 31, 2001 and closed out all
Brazilian Real hedging contracts. The net funds from the hedge Contracts liquidation were applied as
prepayment of the NM Rothschild loan reducing the Company’s debt by $1,200.

As at December 31, 2001, the total debt outstanding is $15,103, which is made up of $13,909 of loan and
$1,194 of accrued fees payable at the time of final principal payment. The loan bears interest at LIBOR
plus 2.5%, which was 4.5806% at December 31, 2001.
As security for this loan, Eldorado has granted NM- Rothschild a general security agreement over the
assets of Eldorado as well as claims over the mine assets in Brazil and the exploration and development
properties in Turkey. ‘
The re-payment schedule on the NM Rothschild corporate facility is as follows:

2002 2003 2004

Loan re-payment $ 6,000 $ 9,103 ‘ $ -

| Subsequent to year end certain terms of the loan were amended (note 17).
Equipment purchase loan

In September 1996 the Company established an equipment purchase loan of which $498 remained
outstanding as at December 31, 2000. This loan was fully repaid during the year 2001. '

Energold Mining Ltd.

In November of 1998, E]dbrado and Energold entered into an agreement dissolving a joint venture formed
in April of 1998. As part of the dissolution of the joint venture, Eldorado agreed to pay Energold $333 in
the year 2001. This loan bears interest at a rate equal to the Prime Rate plus one percent per annum.

In November of 2001 the Company paid Energold an amount of $71 (Cdn.$1 12) as partial cash settlement

on the note and amended the promissory note to pay the balance of the note of $243 (Cdn.$388) in May
of 2002.

12



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

10. Share Capital

Eldorado’s authorized share capital consists .of an unlimited number of voting and non-voting common
shares with no par value. The details of the common shares issued and outstanding are as follows:

2000 Shares Issued Amount
Shares at beginning of the year 74,128,538 $ 304,865
Shares for exercised stock options 416,776 157
Shares for cash consideration . 9,500,000 5,505
Shares returned to Treasury (5,000} -
Shares at December 31, 2000 84,040,314 $ 310,527
2001
Shares at beginning of the year ‘ 84,040,314 $ 310,527
Shares for exercised stock options 35,000 5
Shares for cash consideration o 18,245,458 o 5,874
Shares at December 31, 2001 102,320,772 . § 316,406

On January 25, 2000, the Company completed a private placement of 9,500,000 Special Warrants at a
.price of . Cdn$.90 per Special Warran to raise: gross, proceeds: of, Cdn$8,550 (US$5,900). Net proceeds
. received:after payment of expenses. related to, the: offering were. $5,505. Each Sp,écia] Warrant was
exercisable without payment of additional consideration for a unit (a “Unit”) consisting of one common
share of Eldorado and one half of a share purchase warrant (a “Warrant”). Each whole Warrant entitled
the holder to acquire an additional common share of Eldorado at a price of Cdn$1.10 per common share
until January 24, 2002. As at January 24, 2002 no Warrants were exercised and they expired.

On November 24, 2000 the Company completed a private placement of 18,245,458 Special Warrants at a
price of Cdn$.55 per Special Warrant to raise gross proceeds of Cdn$10,035 (US$6,520). Net proceeds
received after payment of expenses related to the offering were $5,874. Each Special Warrant was
exercised without further payment of additional consideration for a unit (a “Unit) consisting of one
common share of Company and one haif of a share purchase warrant (a “Warrant”). Each whole Warrant
entitles the holder to acquire an additional common share of the Company at a price of Cdn$.80 per
common share unti] February 22, 2003,

Share option plan

The Company established a share purchase option plan (“the Plan”) in June 1994. Amendments to the
Plan were approved in June 1995, June 1996 and May 2000. The Board of Directors administers the
Plan, whereby it may from time to time grant up to a total of 10,200,000 options to directors, officers,
employees, consultants or advisors. All options granted under the Plan shall expire not later than the
tenth anniversary of the date the options were granted. The exercise price of an option is determined by
the Board of Directors, but shall not be less than the closing price of the common shares of the Company
on The Toronto Stock Exchange on the last business day before the date on which the option is granted.
Vesting and terms are at the discretion of the Board of Directors.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS.
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

10. Share Capital (continued)

A summary of the Company’s options at December 31, 2001 and 2000 and the changes for the years
ending on those dates is presented below:

Options (Cdn$) Outstanding Weighted Average
Options Exercise Price
2000
Outstanding options as at January 1, 2000 6,804,310 3 0.93
Granted 945,000 0.79
Exercised (416,776) 0.55
Expired/Cancelled (819,391 0.83
Outstanding options as at December 31, 2000 6,513,143 $ 0.84
Excercisable options as at December 31, 2000 6,035,146 h 0.93
2001
Outstanding options as at January 1, 2001 6,513,143 $ 0.84
Granted 2,349,150 0.30
Exercised (35,000) 0.24
Expired/Cancelled (4,347,793) 105

Outstanding and exercisable options as at December 31, 2001 4,479,500 $ 0.51

As at December 31, 2001, options to purchase up to 2,680,858 shares remained available to be granted
under the Plan. Summaries of the Company’s options outstanding, exercise prices and expiry dates are
presented below.

Stock Options (Cdn$)
Range of Number Weighted-Average Weighted
Exercised Price Outstanding at Remaining Average Exercise
% December 31, 2001 ‘Contractual Life Price (§)

(years) :

0.80 to 9.40 546,000 0.7 o 1.12

0.40 to 1.00 605,000 1.9 ) 0.50

0.50 to 1.00 975,000 24 - 053

0.70 t0 0.90 332,000 3.2 0.84

0.24 t0 0.51 2,021,000 4.7 0.28

0.24 t0 9.40 4,479,500 ‘ 321 0.51



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

10. Share Capital (continued)

The following table summarizes information about the warrants outstanding as at December 31, 2001 and
2000.

Outstanding Weighted
Warrants Average
Conversion Price
(Cdn$)
Warrants outstanding at January 1, 2000
Granted January 25, 2000 4,750,000 . 1.10
Granted November 24, 2000 9,122,729 0.89
Warrants outstanding at December 31, 2000 13,872,729. 0.90
Warrants outstanding at January 1, 2001 13,872,729 0.90
Warrants outstanding at December 31, 2001 13,872,729 0.90
Warrants
Conversion Number Weighted-Average Weighted‘
Price ($) Outstanding at Remaining Average
December 31, 2001 Comractual Life Conversion Price
‘ (years) | (5)
0.80t0 1.10 13,872,729 0.77 0.90

Shareholder rights plan

On March 8, 1995, the Board of Directors of Eldorado adopted a Shareholder Rights Plan, which was
approved by the shareholders at the Annual General meeting on June 5, 1995. Under the terms of the
plan, rights are attached to the common shares and to the 8.25% convertible subordinated unsecured
debentures. The rights become marketable and exercisable only upon the occurrence of certain specified
events. If a person or group acting in concert acquires or announces its intention to acquire 20% or more
of the outstanding common shares in a non-permitted bid, each right, on exercise, entitles the holders
(other than the acquiring person or group) to purchase common shares of Eldorado at half the current
market price per common share.

The rights are not triggered by a “permitted bid” which is, in effect, a bid made to all shareholders for all
of the voting shares by way of a bid circular. Such an offer must remain outstanding for at least 75 days
and must be accepted by shareholders holding at least 50% of the outstanding shares that are not held by
the bidder. At any time prior to the rights becoming exercisable, the Board of Directors may redeem all
the rights at $.00001 per right.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

11. Financial Instruments
Fair value of financial instruments

At December 31, 2001 and 2000, the fair value of cash, accounts receivable, accounts payable and
accrued liabilities approximate their respective carrying values.

The carrying values and estimated fair values of Eldorado’s other financial instraments are as follows:

Carrying and Estimated fair values

Carrying Estimated
2001 Amount fair value
Financial Assets
Forward Gold Sales contracts $ - b 100
Investments 122 122
Financial Liabilities
Convertible debentures . $ 1,870 $ 1,409
Long term debt o 15,346 15,346
2000
Financial Assets » .
Forward Gold Sales contracts R - 3 4,300
Foreign Exchange Purchase Commitments - (288)
Investments 277 277
Financial Liabilities ’
Convertible debentures 3 2,427 3 1,739
Long term debt o 25,337 25,337

Financial instruments, which subject the Company to market risk and concentrations of credit risk, consist
primarily of gold hedge contracts. The Company’s exposure to credit risk in the event of non-
performance by counterparties in connection with its metal forward contracts is limited to the unrealized
gains on outstanding contracts based on current market prices. Eldorado believes it has minimized credit
risk by monitoring the financial conditions of its counterparties and dealing with large, creditworthy
institutions.

12. Hedging Commitments
Gold hedging

At December 31, 2001, Eldorado’s hedging program consists of the following spot deferred gold
contracts.

2002 2003 2004
Forward gold sales contracts (ounces) 8,118 - -
Average price ($/0z.) | ' 292 - -
Deferred gain ($/0z.) 40 - -
Total ($0z.) 332 - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

12. Hedging Commitments (continued)

The positions held by Eldorado are in the form of spot deferred contracts including 8,118 ounces to be
delivered at a rate of 7,500 ounces per month, at a price of $292.

The mark to market value of the Company’s hedge position at December 31, 2001 was $100 at a spot
price of $278 per ounce using a contango rate of 1.20%

13. Taxes

Details of income tax expense related to operations are as follows:

2001 2000
Income Taxes
Recovery (Expense)
Current .
Y Canada $ 158 - $ 1,297
Foreign (313) (278)
Future L
Canada (203) (1,310) -~
Foreign ; R -
$  (358) - $ (29D

The reconciliation of the combined Canadian federal and provincial statutory income tax rates to the
effective tax rate on earnings before taxes and other items is as follows:

2001 ‘ 2000
Statutory Rate B (44.62%) O 45.62%
Losses not recognized net of income
not subject to tax 19.05 25.70
Gain on disposition of subsidiary not taxable ‘ " (9.70)
Temporary differences not recorded (70.86)
 Non-deductible expense and other items ; - 3648 30.07

Effective income tax rate 10.91% 20.83%

Eldorado and its subsidiaries have tax losses from prior years, which are available to offset taxable
income of future years. These tax losses expire as follows:

2004 2008

$ 2808 § 2,944
17



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001 and 2000
Expressed in thousands of U.S. dollars except per share amounts.

13. Taxes (continued)
In addition, the Brazilian subsidiaries have losses of $119,070, which can be used to offset taxable
income and $99,552 which can be used to offset income for social contribution tax. These losses have no

expiry date and can be used to offset 30% of income in any one year.

No recognition has been given in the accounts to the potential future benefits that may arise on utilization
of tax losses.

Future income taxes, as at December 31, 2001, consist of the following temporary differences:
Liabilities

Tax on undistributed earnings of a subsidiary $  (178)

Additional temporary differences between the accounting and tax basis of assets and liabilities of $16,165
have not been recognized, as they are unlikely to be realized.

14. Commitments and Contingencies

As at December 31, 2001, Eidorado has the following commitments and contingenciés:‘ A

Interest on withholding taxes

Sdo Bento Mineragao may have a liability relating to interest and penalties on accrued but unpaid
withholding tax on gold loans. The Company believes there are no grounds to the claim and will defend
its position vigorously. If an unfavorable ruling were to occur the Company estimates the liability to be a
maximum of $1,000.

1s. Segmented Information

All of Eldorado’s operations are related to the gold mining industry. In 2001 Eldorado had a single

producing mine, Sdo Bento with mining and exploration assets located in South America and Turkey.
Hedging revenues have been proportionally allocated to the mines based upon their gold production.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31, 2001 and 2000

Expressed in thousands of U.S. dollars except per share amounts.

15. Segmented Information (continued)
Twelve months
ended ended
December 31 December 31
2001 2000
Gold sales
Sao Bento Mine 33,523 $ 39,339
La Colorada Mine - 12,116
33,523 51,455
Operating costs
Sao Bento Mine 22,753 22,656
. La Colorada Mine - 12,031
22,753 34,687
Depletion, depreciation and amortization )
Séo Bento Mine 8,415 7,815
La Colorada Mine ‘ - 3,223
- 8,415 11,038
Corporate expenses, net of interest and other income (5,020) (4,032)
Exploration expense (508) (539)
Write down, disposals of investments and advances (24) (59)
Reorganization costs R (406) -
Gain on disposals of mine property, plant and equipment 74 -
Gain on disposition of subsidiary - 297
(Loss) profit before income taxes (3,529) 1,397
Taxes .
Current (155) 1,019
Future (203) (1,310)
Net (loss) income for the year (3,887) $ 1,106

19




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31, 2001 and 2000

Expressed in thousands of U.S. dollars except per share amounts.

15. Segmented Information (continued)

Segment assets
Sado Bento Mine

Total assets for reportable segments

Mineral properties and deferred development
Other

Revenues by geographic area
North America
South America
Turkey

Net Earnings by geographic area
North America
South America
Turkey
Australia

Assets by geographic area
North America
South America
Turkey
Australia

78,855 79,650
78,855 79,650
30,673 29,442
3,766 12,098
113,294 121,190
218 12,790
34,236 40,597
13 30
34,467 53,417
(5,556) (7,956)
1,994 9,191
(222) (152)
(103) 23
(3,887) 1,106
3324 11,308
79,011 79,877
30,959 30,004
. ]
113,294 121,190
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16. Supplementary cash flow information

The Company conducted non-cash investing and financing activities as follows:

2001 2000
Operating activities
Foregiveness of amounts owed by the company $ - 5 (1,459)
$ - $ (1,459
Investing activities
Foregiveness of amounts owed by the company 3 - $ 1,459
$ - $ 1,459
Financing activities
Long term debt backend fees accrual $ (494) $ (405)
Increase in long term debt ) 494 405
Equity portion of debentures 557 o514
Debentures o (557) (514)
$ - 3 -

17. Subsequent events

On February 15, 2002 the Company completed a private placement of 59,523,810 special warrants at a
price of $0.42 per special warrants. Each special warrant entitles the holder to receive one common share
of the Company at no additional cost. In consideration for acting as Eldorado’s Underwriters in respect of
the sale of the special warrants, the-agents will receive a cash commission, and compensation warrants
exercisable, without payment of additional consideration, for that number of compensation options equal
to 5,952,381 special warrants. The compensation options will be exercisable up until twelve months from
the date of the final receipt for the final prospectus at an exercise price of $0.49 per special warrant.
Gross proceeds from the placement were Cdn$25,000. On February 15, 2002 the funds were released
upon receipt of shareholder approval satisfactory to the Toronto Stock Exchange.

On February 15, 2002 the Company, entered into an agreement (the “Seventh Amendment”) with NM
Rothschild where among other things, agreed to pay to NM Rothschild a principal payment on the loan
facility of an amount equal to 50% of the net proceeds of the February 15, 2002 private placement. On
February 19, 2002 a $7,470 principal payment was made to NM Rothschild. The Company further agreed
to deposit $1,000 in the Company’s Reserve Account, make an additional principal payment of $1,039 on
March 31, 2002 and entered into a revised principal repayment schedule in which the Company will make
monthly payments of $200 beginning on April 30, 2002 to December 31, 2002. The remaining loan
balance of $3,400 net of Reserve Account balance is payable in 2003 in monthly installments.
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Eldorado Gold Corporation
Management’s Discussion and Analysis.

Management’s Discussion and Analysis (“MD&A”) of the financial condition and results of operations of
Eldorado Gold Corporation (“Eldorado” or “the Company”) should be read in conjunction with the
audited consolidated financial statements and the notes. The Company prepares and files its consolidated
financial statements and MD&A in United States dollars (“US$”) and in accordance with Canadian
generally accepted accounting principles (“GAAP”).

Eldorado Gold Corporation is engaged in gold mining and related activities including exploration,
extraction, processing and reclamation. Gold, our primary product, is produced in Brazil at the Sao Bento
mine. Our exploration activities are carried out in Brazil and Turkey.

Vision

Eldorado’s vision is to build a mid-tier gold mining company based on long-lived, low-cost assets in
order to enhance shareholder value.

Strategy

Our strategy is to:

s Implement detailed work plans on an asset-by-asset basis to maximize value from our operations and
develop our projects in Turkey and Brazil; ‘

¢ Identify and pursue external opportunities for additional production capacity; and

e Work to ensure that the value of the Company is clearly recognized in the marketplace.

Outlook

" Gold production for 2002 is expected to be approximately 105,000 ounces at a cash cost of $185 per
ounce. As at December 31, 2001, eight percent of the Company’s production was hedged. Eldorado plans
to increase its gold hedge position during the year, but will not hedge more than 50 percent of production
on an opportunistic basis as prices fluctuate above the $290 per ounce level. A private placement totaling
CDN$25.0 million was completed in February 2002. These proceeds will be used to fund the Kisladag
Feasibility Study program, drill the Brumal property in Brazil, pay down corporate debt and strengthen
our working capital structure.

KEY HIGHLIGHTS

¢ Completed updated pre-feasibility study on the Kisladag project. As a result, the predicted cost to
construct a mine at the site fell from $40.0 million to $29.6 million and an anticipated 32 percent
internal rate of return is forecast at a gold price of $275 per ounce.

» Liquidated the Company’s gold and currency hedge book in July 2001 to better posmon Eldorado

to take advantage of the strengthening gold price.

Reduced corporate debt by $10.09 million, excluding fees.

Reached final agreement with insurers for settlement for the repair of the Sao Bento autoclave.

Acquired rights to the Brumal property near the Sao Bento Mine.

Closed a corporate financing in February 2002, issuing 59,523,810 special warrants ralsmg gross

proceeds of Cdn$25.0 million.

e e o o

FINANCIAL PERFORMANCE SUMMARY

Net income for the year was a loss of $3.89 million ($0.04 per share) compared to a profit of $1.10
million (3$0.01 per share) in 2000. Cash flow from operations in 2001 was $13.03 million ($0.13 per
share) compared to $4.59 million ($0.06 per share) in 2000.

Eldorado ended the year with total cash of $5.23 million, of which $0.48 million 1s restricted. This
compares to total cash of $9.35 million in 2000, of which $7.05 million was restricted.
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Eldorado Gold Corporation
Management’s Discussion and Analysis.

The decrease in net income for 2001 occurred as a result of lower gold production and increased
production costs. Lower gold production (102,841 ounces in 2001 compared to 152,436 in 2000) resulted
from reduced electrical power availability in Brazil due to the energy-rationing program announced by the
Brazilian government in May 2001. The mandated 20 percent electrical power reduction from June 1,
2001 onward accounted for approximately 10,000 ounces of the shortfall. The sale of the La Colorada
mine in November 2000 also reduced production volumes for 2001. The La Colorada mine accounted for
39,486 ounces of gold production in 2000.

Gold Statistics

2001 2000 1999

Revenues ($ millions) $ 335 § 515 § 60.5
Mine operating earnings ($ mitlions) $ 18 $§ 54 § 8.7
Production (ounces of gold) 102,841 152,436 192,133
Production cost ($ per ounce)

Total cash cost 3 221 % 223 % 199

Total production cost $ 306 $ 206 % 267
Average price realized ($ per ounce) $ 298 % 303 % 304
Average spot price ($ per ounce) .. - $ 271 . % 279 § 279

PRODUCTION
In 2001, Eldorado had production from a single mining operation, the Sao Bento mine m Brazil. To
. improve the Company’s cost of production profile, Eldorado sold the La Colorada mine in Mexico in
November 2000.

Production Highlights (All amounts in U.S. Dollars)

2001 2000 199

Gold production

Ounces 102,841 152,436 192,133
Cash operating cost ($/0z) 216 219 194
Total cash cost ($/0z) _ _ ‘ 221 . 223 ‘ 199
Total production cost ($/0z) , o306 296 267
Realized price , - 298 303 304
Sao Bento Mine, Brazl '

Ounces 102,841 112,950 . 126,581
Ore tormes 417,609 525,893 540014
Grade (grams/tonne) v 9.13 7.95 8.18
Cash operating cost ($/0z) 216 195 184
Total cash cost ($/0z) ‘ 221 201 ‘ 189
Total production cost ($/0z) 306 270 251
La Colorada Mine, Mexico

Ounces 39,486 65,552
Ore tonnes : 1,837,973 2,488,567
Grade (grams/torme) ' o 0.98 105
Cash operating cost ($/0z) ‘ 287 214
Total cash cost ($/0z) 288 218

Total production cost ($/0z) | : 372 300
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Eldorado Gold Corporation
Management’s Discussion and Analysis.

Gold Production Costs per Ounce

Cash and total production costs per ounce of gold are presented above, in accordance with the Gold
Institute Standard, for the years ended December 31, 2001, 2000 and 1999. Consolidated cash and total
production costs per ounce for gold mine operations have been derived from amounts included in sales
revenues, cost of sales, and depreciation and depletion in the Consolidated Statements of Earnings.

Sao Bento Mine, Brazil

Average total cash costs for the Sao Bento operations in 2001 were $221 per ounce compared to $201 per
ounce in 2000, and total production costs were $306 per ounce compared to $270 per ounce in 2000.
Increased ore grade at the Sio Bento mine was offset by losses on currency hedging contracts in 2001.
The losses on currency hedging contracts accounted for $25 per ounce of the difference between 2001 and
* 2000 total cash costs. All currency hedging contracts were collapsed in July of 2001 and we have not
entered into any new Brazilian Real currency contracts.

2001 2000 1999

Direct mining costs $ 190 $ 205 § 171
Currency hedging A - 25 (16) 6
Inventory change : : (5) 2 3
Refining & selling costs : - . 5 .4 . 4
Other costs : . ‘ 2 o1 1
By-product credits | - .. . o - ' : {1). ) i)
Cash operating cost per ounce L - $ 216 $ - 195 $ . 184
Royalties & production taxes : 5 6 5
Total cash costs per ounce $ 221 $ 2010 $ . 189
Depreciation/depletion _ . 85 - 69 58
Exchange (gain)/loss , - . - 4
Total production costs per ounce 3 306 % 270 3 251

On May 25, 2001, the Brazilian government issued a decree reducing the allowable usage of electric
energy. Effective June 2001, the Sao Bento mine was subject to electrical power rationing allowing only
80 percent of the mine’s normal usage. The constraint remained in effect for the remainder of 2001. In
February 2002, the Brazilian government announced that all power restrictions would be eliminated
effective March 1, 2002. :

The Company met the power reduction requirement by shutting down its BIOX processing plant. Closing
the BIOX plant reduced power consumption by the required 20 percent and reduced gold production by
15 percent for the remaining seven months of 2001.

In September 2001, Sao Bento settled with Brazil Resseguros S.A. for the repair of the mine’s #2
autoclave. The agreement provided for the total costs of repairing the autoclave and includes full business
interruption coverage during the repair period. Eldorado received two payments totaling $6.4 million in
the 4" quarter of 2001 for the repairs. Repairs began in December 2001 and are scheduled for completion
on March 18, 2002. The Company also received its initial business interruption payment of $1.4 million
in February 2002 covering the period of December 15, 2001 to February 1, 2002.
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Eldorado Gold Corporation

Management’s Discussion and Analysis.

La Colorada Mine, Mexico

Eldorado chose to sell the mine and its shareholding in Exploraciones Eldorado (operator of the La
Colorada mine), Prospectores Minerales de Mexico (the exploration. company) and Servicios
Administrativos Exploraciones (which provided the mine's workforce) effective November 1, 2000. As
part of the sale to the Conservation y Senalmiento Vial and Exploraciones Mineras del Desierto, Eldorado
received $0.50 million in cash and the forgiveness of $1.46 million of debt owing to the purchaser. With
this sale, Eldorado has divested all of its assets in Mexico.

EXPLORATION AND DEVELOPMENT PROPERTIES-

The Company signed a Letter of Agreement on November 28, 2001 for an option to acquire the Brumal
property located 5 kilometers from the Sao Bento mine. Under the terms of the agreement, Sao Bento will
be granted an option to purchase the Brumal property in its entirety following expenditure of US$1.5
million in a staged work program completed over two-and-a-half years.

Purchase of the property will occur upon successful completion of the $1.5 million work program through
the payment of $5.0 million in four installments commencing at the time of exercising the option to
purchase and with final payment coinciding with the second anniversary of commercial production. Gold
production processed at the Sao Bento mine from the Brumal property in excess of 500,000 ounces will
be subject to a Net Smelter Royalty paid to Companhia Vale do RioDoce (“CVRD”) according to a
graduated scale ranging from.one percent at a gold price of less than $300 per ounce to a max1mum of
four percent at a gold price greater than $400 per ounce. : o :

The Company plans to execute a first phase drill program beginning in March 2002 designed to confirm
the continuity of mineralization associated with previously drill-tested zones. Follow-up drilling will be
directed towards further extending (laterally and at depth) known mineralization and completing in-fill
drilling necessary for resource estimation. Eldorado’s initial objective is to validate the target resource
necessary to make a production decision based on a shallow reserve accessible by a declme from surface.
The Company currently estimates an initiaf target of 250,000 to 500,000 ounces.

In May 2001 and in association with Kilborn Engineering Pacific, Eldorado completed a pre-feasibility
study addendum for the Kisladag project. The Addendum prmcxpally reflects the effect of the following
- four factors on the operating and capltal costs of the project:

Devaluation of the Turkish Lire -
Reduction in power and fuel costs
Application of used crushing equipment
Contract Mining

Sl s

Based on a $275 realized gold price, the Phase 1 Project produces an intérnal rate of return, after taxes and
royalties, of 32 percent on a 100 percent equity basis and a net present value of $36.3 million ata discount
rate of 8%. The Addendum confirms that the economics of the Kisladag project are more sensitive to
changes in metal prices and less sensitive to similar percentage changes in capital and operating costs.

Eldorado will be advancing the project'through 2002 with the objective of completing a bankable

* feasibility study early in 2003. In addition, the Company is completing an Environmental Impact
- Assessment as the next step in the permitting process.
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Eldorado Gold Corporation
Management’s Discussion and Analysis.

FINANCIAL CONDITION AND LIQUIDITY

Cash Flow Summary
($ millions)
Cash Flow Summany

($ millions)
2001 2000 1999
Cash generated from (used by) operating activities (*) 3 122 § 44 3 18.7
Investing activities
Property, plant and equipment (4.3) (4.2) (8.6)
Exploration and development (1.2) (1.7 (1.6)
Restricted cash 6.6 (3.8) 3.3)
Disposition of assets and investments 0.1 - ‘ 0.1
Other 0.1 (0.8) (0.8)
1.3 (10.5) (14.4)
Financing activities ‘
Long-term debt ‘ (10.7) (6.5) (5.2)
Proceeds from disposition of subsidiary - 03 -
Common shares issued - 1.5 1.0
Others ‘ . . (0.3) 0.1) -
' S (11.0) 5.2 (4.2)
Increase (decrease) in cash s ‘ 25§ (0.9) $ 0.1

(*) Excludes formgn exchange gain (loss) on cash held in forelgn currency

Cash from Operations

Operations generated cash flow of $12.24 million in 2001, as compared to $4.36 million in 2000.
Excluding the effect of changes in operating assets and labilities and liquidation of hedges, cash from
operating activities decreased to $2.10 million in 200! compared to $8.64 million in 2000. Cash
reduction from operations in 2001 reflects increased productions costs and lower production volume at
both the Sao Bento and La Colorada mines in the year compared to 2000.

Investing Activities

Total funds invested in property, plant and equipment were $4.28 million in 2001 compared to $4.18
million in 2000. Capital spending at Sdo Bento in 2001 included outlays of $3.06 million for mine
development, $0.34 million for geologic exploration, $0.91 million for mine and metallurgical plant
equipment, and tailing dam expansion costs of $0.03 million and other credit of $0.06 million. Capital
spending in 2000 for Sio Bento included outlays of $3.92 million for mine development and exploration,
$0.59 million for mine and metailurgical equipment and tailings dam expansion of $0.28 million.

At the La Colorada mine, capital expenditures for 2000 were $0.08 million as the mine reached the end of
its productive life and the Company recorded a credit of $0.69 million for deferred stnppmg charged to
operating costs. .

Capitalized exploration and development costs were $1.23 million in 2001 compared to $1.76 million in
2000. These 2001 outlays were in the amounts of $1.13 million at Kisladag, Turkey and $0.10 million at
Efemg¢ukuru and Kaymaz, Turkey.

Financing Activities

Consolidated short- and long-term borrowings excludmg debentures were $15.35 million at December 31,
2001 compared to $25.34 million in 2000. During 2001, there were repayments of $10.66 million related
to Eldorado’s total debt facility. NM Rothschild was paid a total of $10.09 million and an equipment and
Energold loan payments totaled $0.57 million. Funds to pay these loans were generated by operating
activities of $13.03 million.
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Management’s Discussion and Analysis.

Cash Resources and Liquidity

As at December 31, 2000, the Company had cash, restricted cash and short-term investments of $5.23
million and a negative working capital of $3.97 million, compared with a positive working capital of
$5.08 million and cash, restricted cash and investments of $9.35 million in 2000. The negative working
capital as at December 31, 2001 is a result of the high short-term debt levels and higher accounts payable
the result of repair work on the Sao Bento mine autoclave. Of the $10.09 million in principal payments
on the corporate debt that occurred in 2001, $9.0 million was applied to the long-term portion. The
Company negotiated a revised principal payment schedule in February 2002 with its long-term debt
holder, NM Rothschild & Sons Ltd., and completed an equity financing to resolve the negative working
capital position.

Forward Sales and Other Commitments

Eldorado enters into financial agreements (financial instruments) with its major credit supplier (NM
Rothschild & Sons) in order to hedge underlying revenue and cost exposures arising from commodity
prices and foreign currency exchange rates. Contracts include forward sales and spot deferred contracts,
which commit counterparties to prices payable at a future date. Eldorado does not hold or issue financial
instruments or derivative financial instruments for trading purposes or to create hedge positions in excess
of forecast identifiable exposures.

Eldorado hedges both currency and gold. The Company employs forward sales contracts (including spot
deferred contracts) to hedge-prices for anticipated gold production and currency exchange rates on the
Brazilian- Real.-The following=table -details the Company s consolldated gold and currency hedging
posttion as at December 31, 2001.

Gold Hedge Position ‘ , ’

[

2002 2003 2004

" Gold ounces
Spot deferred contracts (i) :
Amount hedged 8,118 - -
Average pnce ($/oz) (i) $ 292 % - hy -

Eldorado closed out its Brazilian Real hedge in July 2001 for a loss of $0.92 million. The Company
continues to hold an open credit line with NM Rothschild to hedge its Brazilian Real currency exposure.
The Company currently forecasts no Real currency hedge for 2002 as it is management’s belief that the
" Real will stabilize or continue to weaken slightly over the twelve month period of 2002. A weaker Real is
positive for the Company since ‘approximately 70% of the costs of the S3o Bento mine are based in
Brazihan Reals.

RISKS AND UNCERTAINTIES

Eldorado’s profitability depends primarily on the quantity of gold produced, the price of gold, operating
costs, interest rates on borrowings and investments and development and exploration expenditure levels
and success. In view of the substantial stocks of gold held by central banks and financial institutions, the
price of gold is exposed to the risk of decline should it cease to maintain its traditional role as a strategic

reserve asset. Supply of gold from these stocks either through sellmg or lendmg may result in lower gold
prlces .
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Management’s Discussion and Analysis.

Eldorado seeks to manage its exposure through currency and commodity hedging, and by maintaining
appropriate liquidity and a prudent level of debt. Eldorado also manages risks through geographic
diversification and operates through a decentralized organizational structure whereby regional
management addresses local and regional issues.

Environmental laws and regulations are continually evolving in all regions in which Eldorado conducts its
activities. The Company is not able to determine the impact of future changes in environmental laws and
regulations on its future financial position due to the uncertainty surrounding the ultimate form such
changes may take. As mining operations continue to update and clarify their closure plans, and
environmental protection laws and administrative policies are changed, Eldorado will revise the estimate
of its total obligations.
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AUDITORS’ REPORT
To the Shareholders of Eldorado Gold Corporation

We have audited the consolidated balance sheets of Eldorado Gold Corporation as at
December 31, 2001 and 2000 and the consolidated statements of operations and deficit and
cash flows for the years ended December 31, 2001 and 2000. These consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the 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 December 31, 2001 and 2000 and the results of its
operations and its cash flows for the years ended December 31, 2001 and 2000 in accordance

with Canadian generally accepted accounting principles.

Our previous report dated February 15, 2002 has been withdrawn and the financial statements revised as
discussed in Note 8.

“PricewaterhouseCoopers LLP”
Chartered Accountants

Vancouver, BC
February 15, 2002, except as to note 8 which is as of April 11, 2002
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Eldorado Gold Corporation

Consolidated Balance Sheets
Expressed in thousands of U.S. dollars

ASSETS

Cumrent Assets

Cash and cash equivalents
Restricted cash (Note 9)
Accounts receivable
Inventories (Note 4)

Mine property, plant and equipment (Note 5)

Mineral properties and deferred development (Note 5)
Investments and advances

Future income taxes (Note 13)

Other assets and deferred charges (Note 6)

LIABILITIES

Current Liabilities

Accounts payable and accrued liabilities
Current portion of long term debt (Note 9)

Provision for reclamation costs
Deferred gain (Note 7)

Future income taxes (Note 13}
Convertible debentures {Note 8)
Long term debt (Note 9)

SHAREHOLDERS' EQUITY

Share capital (Note 10)

Special warrants (Nole 10)

Equity portion of convertible debentures {Note 8)
Deficit

Nature of operations (Note 1)
Commitments and Contingencies (Note 14)
Subsequent events {Note 3, 10 and 17)

Approved by the Board
/Paul N. Wright!

Director

December 31
2001 2000
Restated Restlated
(Note 8) (Note 8)

$ 4752 § 2,300
475 7,053

3,747 4,944

5,069 4,669

14,043 18,966

66,495 70,627

30,673 29,442

122 277

- 203

1,961 1,675

3 113,294 % 121,190
3 11,769 % 8,553
6,243 7,331

18,012 13,884

3,467 3,467

5,621 4,322

178 193

8,482 8,303

9,103 18,006

44,863 48,175

316,406 310,527

- 5,840

1,400 1,400
(249,375) (244,752)

68,431 73,015

$ 113,294 $ 121,130

IHugh C. Morris!

Director



Eldorado Gold Corporation
Consolidated Statements of Operations and Deficit
Expressed in thousands of U.S. dollars except per share amounts

Revenue
Gold sales
Interest and other income

Expenses '

Operating costs

Depletion, depreciation and amortization
General and administrative

Exploration expense

Interest and financing costs
Reclamation

Foreign exchange loss (gain)
{Loss) profit before the undernoted items

Write down, disposals of investments and advances
Reorganization costs

Gain on disposals of mine property, plant and equipment
Gain on disposition of subsidiary

{Loss) profit before income taxes

Taxes (Note 13)
Current
Future

Net (loss) income for the year

Deficit at the beginning of the year:

As previously reported

Change in convertible debentures (Note 8)
As restated

Deficit at the end of the year

Weighted average number of shares outstanding

Basic (Loss) Income per share - U.5.$

Basic (Loss) Income per share - CDN.$

Year ended Year ended
December 31 December 31
ZQO1 2000
Restated Restated.
(Note 8) (Note 8)
33,523 § 51,455
944 + 1,962
34,467 53,417
22,753 34,013
8,991 11,369
3,296 3,163
508 539
2,655 3,749
.- €674
173 (576)
38,376 52,931
(3,909) 486
(24) (59)
{406) -
74 -
- 297
(4,265) 724
(155) 1,019
(203) {1,310)
(4,623) § 433
- (244,791)
. | (394)
(244,752) $ (245,185)
(249,375) § (244,752)
99,736,407 79,874,211
(0.05) & - 0.01
(0.08) $ 0.02




Eldorado Gold Corporation

Consolidated Statements of Cash Flows
Expressed in thousands of U.S. dollars

Cash flows from operating activities
Net (loss) income for the year
Items not affecting cash
Depletion, depreciation and amortization
Future income taxes
Reclamation
Write-down, disposals of investments and advances
Gain on disposals of mine property, plant and equipment
Gain on disposition of subsidiary
Interest and financing costs
Amortization of hedging gain
Foreign exchange loss

Décrease (increase) in accbunts receivable

(Increase) decrease in inventories

Increase (decrease) in accounts payable and accrued liabilities
Liquidation of hedges

Cash flow from investing activities
Mine property, plant and equipment
Proceeds from disposals of mine property, plant and equipment
Mineral properties and deferred devefopment
Investments and advances
Proceeds from disposals of investments and advances
Reclamation costs incurred
Restricted cash

Cash flow from financing activities
Repayment of long-term debt
Proceeds from disposition of subsidiary
Issue of common shares:

Voting - for cash
Special warrants
Other assets and deferred charges

Foreign exchange loss on cash held in foreign currency
Net Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Supplemental cash flow information
Interest paid

Year ended Year ended
December 31 December 31
2001 2000
Restated Restated
{Note 8) (Note 8)
(4,623) 433
8,991 11,368
203 1,310
- 674
24 59
(74) -
- (297)
373 260
(2.791) (5.167)
" 789 224
2,892 8,865
1,197 (2676)
(400} 384
5,250 (2,495)
4,090 511
13,029 4,589
(4,513) (4,183)
231 -
(1.231) (1.757)
61 (N
70 -
- (779)
6,578 (3,784)
1,196 (10,514}
(10,660) (6,514)
- 303
5 5,662
- 5,840
(295) (60)
(10,950} 5,231
(823) (259)
2,452 (953)
2,300 3,253
4,752 2,300
1,725 3.020




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

1. Nature of Operations

Eldorado Gold Corporation (“Eldorado™, “the Company”) is engaged in gold mining and related
activities, including exploration, extraction, processing and reclamation. Gold, the primary product, is
produced in Brazil and was produced in Mexico until the sales of the Mexican subsxdlanes Exploration
activities are carried on in Brazil and Turkey.

Management estimates that the Company has sufficient working capital and anticipated cash flow to meet
its planned normal operating expenditures and debt repayments for the next fiscal year. The Company
has agreed to further reduce its net debt. (Note 17) If the Company can not make such a reduction it may
be necessary to amend the credit agreement to access its restricted cash or defer scheduled repayments.
The Company has been successful in amending its credit agreement in the past, but there can be no
assurance that it will be able to do so in the future.

The Company has not determined whether ail its’ development properties contain ore reserves that are

economically recoverable. The recoverability of the amount shown for mineral properties and deferred

development is dependent upon the existence of economically recoverable reserves, the ability of the

Company to obtain the necessary financing, licenses and permits to complete the exploration and

development of its properties, and upon future profitable production or proceeds from the disposition of

the properties. The amounts shown as mineral properties and deferred development represent net costs to
~ date, less amounts amortized and/or written off and do not necessarily represent present or future.values.

2. Significant Accounting Policies

Basis of consolidation

The consolidated financial statements include the accounts of Eldorado and its subsidiaries. The
consolidated financial statements have been prepared using accounting principles generally accepted in
Canada.

- Foreign currency translation

Eldorado’s subsidiaries are integrated operations. The financial statements and other transactions stated
in foreign currencies are translated into U.S. dollars using the temporal method, as noted below:

Monetary assets and liabilities are translated at the exchange rate at the balance sheet dates
Non-monetary assets are translated at historical rates;

Revenue and expense items are translated at the average rate for the year; and

Translation gains and losses are included in operations.

Cash and cash equivalents

Cash and cash equivalents include those short-term money market instruments, which on acquisition have
a term to maturity of three months or less. The Company limits its exposure to credit loss by placing its
cash with creditworthy institutions.

Inventories

In-process inventories, including ore stockpiles when applicable, are valued at the lower of average

production costs and net realizable value, after a reasonable allowance for further processing costs.
Materials and supplies are valued at the lower of average cost and replacement cost.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

2. Significant Accounting Policies (continued)
Investments

Investments in shares of other companies are carried at cost or at cost less amounts written off to reflect
an 1mpa1rment in value that is other than temporary

Properzy plant and equzpment

Property, plant and equipment are carried at cost, including costs assoc1ated with propemes under
development.- Assets used in commercial production are subject to deprecxatlon and depletion over their
estimated useful lives, on the basis described below.

Mineral- propemes capltallzed development and stnppmg costs;,
Where the mine operatmg plan calls for product10n from well deﬁned ore reserves, the unit of production
method is applied. Buildings, machinery, mobile. and other equipment are depreciated on a straight-line
. -basis over their useful lives; ranging from 5 to'8 years.. . - »
Annually, reviews are undertaken to evaluate: the, carrying values of operating: mines, and development
properties. Estimated undiscounted future net cash flows from each mine and development property are
calculated using estimated future sale prices (considering historical and current prices, price trends and
related factors) and operating capital and reclamation costs. If it is determined that the estimated net
recoverable amount is less than the carrying value, a write-down to the estimated net recoverable amount
is made with a charge to operations.

Exploration and development -

Exploration costs are charged against operations as incurred until a mineral resource is established on a
property, from which time exploration expenditures are capitalized. Capitalized amounts are expensed if
it is determined that a mineral properry 18 not economic.

Deferred financing charges R , r !

Deferred financing charges consist of commissions and expenses, related to establishing the related
indebtedness and are being amortized to operanons OVer. the life of such indebtedness.

Environmental reclamation, rehabzlztatzon and mine closure costs

Expenditures related to environmental protection, reclamation and site restorations undertaken during
mine operations are expensed as incurred. Costs to be incurred at, or subsequent, to the closing of a mine
are estimated and charged against operations over the estimated life of the mine or until it is estimated an
adequate provision exists. -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

2. Significant Accounting Policies (continued)
Revenue recognition

Gold and silver revenues are recorded at the estimated net realizable value of dore sales. Adjustments to
these amounts are made after final prices, weights, and assays are determined. Silver revenues are
recorded as a cost recovery. Gains and losses realized on financial instruments used to hedge gold price
risk are recognized in sales revenue when the related production is sold.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates. Where the probability of the
realization of the future income tax asset is not more likely than not, a valuation allowance is recorded.

The most significant estimates are related to the physical and economic ]wes of mmeral assets and site
restoration costs and related obligations.

Income taxes

Future income taxes are recognized for the future income tax consequences attributable to differences
between the carrying values of assets and liabilities and their respective income tax bases. Future income
tax assets and liabilities are measured using enacted income tax rates expected to apply to taxable income
in the years in which temporary differences are expected to be recovered or settled. The effect on future
income tax assets and liabilities of a change in rates is included in operations in the period that includes
the enactment date. A future income tax asset is recorded when the probability of the realization is more
likely than not.

Share option plan

The Company has a share option plan as described in Note 10. No compensation expense is recognized
for this plan when shares or share options are issued pursuant to the plan. Consideration paid for shares
on exercise of the share options is credited to share capital.

Loss (earnings) per share

Loss (earnings) per share is calculated based on the weighted average number of common shares issued
and outstanding during the year of 99,736,407 (2000-79,874,211). The Company has adopted the revised
recommendations of the Canadian Institute of Chartered Accountants, CICA 3500, whereby new rules are
applied in the calculation of diluted earnings per share. The revised standard has been applied on a
retroactive basis and did not result in any restatement of the Company’s financial statements. The effect
of potential issuances of shares under options and warrants would be anti-dilutive, and therefore basic and
diluted losses per share are the same.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts,

3. Sale of Mexican Subsidiaries

Effective November 1, 2000 the Company sold its Mexican subsidiaries to Conservacién y Sefialamiento
Vial and Exploraciones Mineras del Desierto S.A. de C.V. The Company received $500 cash and the
purchaser forgave $1,459 debt owed by the Company.

Assets and liabilities as at the date of sale are as follows

Assets SRS ' 2001 2000
Total Assets 3 - 3 7,470
Liabilities

Total Liabilities s o 3 -5 4387
Shareholders’ equity v e ,: o ooy L s 3083
Consideration received - cash ‘ oot e ‘ - (500)
Deferred gain =~ oo ' S (2,752)
Witholding tax - (128)
(Gain) on disposition of subsidiary N - 5 - T 5 (297

The financial statements include the results of operations of the subsidiaries for the period January 1,
_2000 to October 31, 2000.

4. Inventories = - B O
| | | ~ 200 2000 . 
In process inventory 3 975 3 437
Materials and Supplies 4,094 4232

- $ 5,069 S $ 4,669



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31, 2001, and 2000

Expressed in Thousands of U.S. dollars except per share amounts

5. Property, Plant and Equipment

2001 2000
Mine property, plant and equipment
S#o Bento mine $ 104,381 100,302
Accumulated depreciation and depletion (38,254) (30,247)
$ 66,127 70,055
Office furniture and equipment $ 1,838 2,087
Accumulated depreciation (1,470) (1,515)
' $ 368 572
Mineral properties and deferred deye’lopmgnf s 30,673 29,442
‘ s " 97,168 100,069
6. Other Assets and Deferred charges .
2001 2000
Deferred financing charges for:
'Coﬁv_ertib]e Debenture $ >6'9(') $ 690
Long term debt ‘ R 3,077 2,288
' Related to debentures converted/ 'ahiQrtization _(512) -~ (448)
Accumulated amortization (1,853) (1,414)
$ 1,402 $ 1,116
Cash security deposits 559 - 559
$ 1,961 $ 1,675

7. Deferred Gain

Eldorado recorded a deferred gain of $4,090 in 2001 ($511 in 2000) as a result of liquidating a portion of
its hedging position. An amount of $2,791 was recorded to earnings in 2001. The remaining hedging
gains of $5,621 will be taken into income over the years for which the hedges were originally established

per the table below.
2002

2003

2004

Deferred Gain 4,143 $ 1,807 $ (329

10



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

8. Convertible Debentures

2001 2000
Debentures $ 8,482 $ 8,303
Equity portion of'convertible debenture; » , | 1,400 ' 1,400

Debentures maturing November 1, 2004

Under an agency agreement dated November 3, 1994 Eldorado issued $10,000 of special notes at a price
of $1 per special note, for cash of $9,500 net of agent’s commissions. Each note was subsequently
exercised into a $1 principal amount 8.25% convertible unsecured subordinated debenture. As at
December 31, 2001and 2000 $9,150 face value of debentures was outstanding. Each $1 debenture
matures on November 1, 2004 and is convertible at the holders option into 307.69 common shares of
Eldorado representing a conversion price of $3.25 per share. Subject to certain restrictions, the
debentures are redeemable for cash at par at the option of Eldorado after November 1, 1997. During
2001, no debentures were converted or redeemed.

Change in accounting method

. Subsequent to the initial release of the financial statements as at December 31, 2001, the Company has
reviewed the terms of its convertible debentures and determined that thé instrument should have been
" accounted for, on implementation of the guideline on Financial Instruments at December 31,1996, as a
debt instrument, at it’s present value, with an amount recorded in equity to reflect the estimated fair value
- of the conversion feature. The debt will be accreted to its face value over the term of the debentures.
Accordingly, the Company has corrected its financial statements retroactively and prior periods presented
_have been restated. The effect on the components of the consolidated financial statements was as follows:

2001 2000
Liability portion of convertible debentures before change $ 1,870 $ 2,427
Change 6,612 5,876
Liability portion of convertible debentures after change $ 8482 § 8,303
Equity portion of convertible debentures before change 3 7280 $ 6,723
Change ) L ’ ‘ ' 5,880 (5,323)
Equity portion of convertible debentures after change $ ‘ 1,400 $ 1,400
Net (loss) income for the year before change $ (3,887) § 1,106
Change . (736) (673)
Net (loss) income for the year after change $ (4,623) § 433
(Loss) income per share before change $ (0.04) § 0.01
(Loss) income per share after change $ (0.05) $ 0.01

11



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

9. Long Term Debt and Restricted Cash
. 2001 : 2000
Restricted Cash
Reserve account $ 475 $ 1,305
Liquidity account - 2,624
Escrow In-Trust account ‘ - o 3,124
$ 475 $ 7,053
Long term debt
Corporate loan facility § 15103 $ 24,506
Equipment purchase loan - 498
Energold Mining Ltd. loan 243 333
$ 15346 ‘ $ 25337
Current portion (6,243) (7,331)
$ 9,103 $ 18,006

Commencing on March 31, 1999 the Company, as part of the Amended and Restated Credit Agreement
(the “ARCA”) with NM Rothschild & Sons Ltd. (*“NM Rothschild”), agreed to the establishment of a
Reserve account in which the Company agreed to deposit cash quarterly under certain cir¢umstances.

The purpose of this account is to serve as a reserve against future payments of principal, interest and other
amourts due under the Loan Agreement. As at December 31,2001 the amount held in the Reserve
account was $475 (2000 $1,305).

Effective March 1, 2000, in connection with the equity financing described in Note 10, the Company, as
part of a Second Agreement and Amendrhent to the ARCA, agreed to the establishment of a Liquidity
Account in which the Company agreed to deposit cash quarterly under certain circumstances. At June 30,
2001 the amount held in the Liquidity Account was used to reduce the loan balance with NM Rothschild.

On January 23, 2001 the hedge position was liquidated, $2,000 was paid to NM Rothschild and flat
forward contracts at $296.60 per ounce were acquired to hedge 95% of the forecast gold production of the
Company from January 2001 to December 2003.

On June 29, 2001, the Company entered into an agreement (“‘the Sixth Amendment”) with NM
Rothschild where among other things the June 30, 2001 principal payment of $1,000 was made from the
Company’s Reserve and Liquidity Accounts (the “Deposit Accounts™). The funds remaining in the
Deposit Accounts were used to prepay the principal payment due on September 30, 2001 of $1,500 and
the remaining balance applied to the principal payment due on December 31, 2003.

On July 2, 2001, the Company closed out its gold hedging contracts maturing after December 31, 2001,
restructured its gold hedging contracts due July 31; 2001 to December 31, 2001 and closed out all
Brazilian Real hedging contracts. The net funds from the hedge Contracts liquidation were applied as
prepayment of the NM Rothschild loan reducing the Company’s debt by $1,200.

As at December 31, 2001, the total debt outstanding is $15,103, which is made up of $13,909 of loan and

$1,194 of accrued fees payable at the time of final principal payment. The loan bears interest at LIBOR
plus 2.5%, which was 4.5806% at December 31, 2001. v

12
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

9. Long Term Debt and Restricted Cash (continued)

As security for this loan, Eldorado has granted NM Rothschild a general security agreement over the
assets of Eldorado as well as claims over the mine assets in Brazil and the exploration and development
properties in Turkey. -

The re-payment schedule on the NM Rothschild corporate facility is as follows: -
2002 ' 2003 2004

Loan re-payment’ $ 6,000 $ 9,103 3 -

Subsequent to year end certain terms of the loan were amended (note 17).
Equtpmentpurchase loan

In September 1996 the Company established an equipment purchase loan of which $498 remained
outstanding as at December 31, 2000. This loan was fully repaid during the year 2001.

Energoldemg Ltd e
'In November of 1998 Eldorado and Energo]d entered into an agreement dissolving a joint venture formed
in April of 1998. As part of the dissolution of the joint venture, Eldorado agreed to pay Energold $333 in
the year 2001. This loan bears interest at a rate equal to the Prime Rate plus one percent per annum.

In, November of2001 the Company pald Energo]d an amount of $71 (Cdn.$112) as pamal cash settlement
on the note and amended the promlssory note to pay the balance of the note of $243 (Cdn.$388) in May
of 2002 '

10.  Share Capital

" Eldorado’s authorized share capital consists of an unlimited number of voting and non-voting common
shares with no par value. The details of the common shares issued and outstanding are as follows:

2000 o . Shares Issued , " Amount
Shareé. at beginning of the year 74,128,538 $ 304,865
Shares for exercised stock options ' 416,776 _ ‘ 157
Shares for cash consideration 9,500,000 ‘ 5,505
Shares returned to Treasury (5,000) -
"Shares at December 31, 2000 - ) 84,040,314 3 310,527
2001
Shares at beginning of the year ’ 84,040,314 $ 310,527
Shares for exercised stock options 35,000 5
Shares for cash consideration " 18,245,458 o 5,874
Shares at December 31, 2001 102,320,772 $° 316,406

13



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

10. Share Capital (continued)

On January 25, 2000, the Company completed a private placement of 9,500,000 Special Warrants at a
price of Cdn$.90 per Special Warrant to raise gross proceeds of Cdn$8,550 (US$5,900). Net proceeds
received after payment of expenses related to the offering were $5,505. Each Special Warrant was
exercisable without payment of additional consideration for a unit (a “Unit”) consisting of one common
share of Eldorado and one half of a share purchase warrant (a “Warrant”). Each whole Warrant entitled
the holder to acquire an additional common share of Eldorado at a price of Cdn$1.10 per common share
until January 24, 2002. As at January 24, 2002 no Warrants were exercised and they expired.

On November 24, 2000 the Company completed a private placement of 18,245,458 Special Warrants at a
price of Cdn$.55 per Special Warrant to raise gross proceeds of Cdn$10,035 (US$6,520). Net proceeds
received after payment of expenses related to the offering were $5,874. Each Special Warrant was
exercised without further payment of additional consideration for a unit (a “Unit) consisting of one
common share of Company and one half of a share purchase warrant (a “Warrant™). Each whole Warrant
entitles the holder to acquire an additional common share of the Company at a prlce of Cdn$.80 per
common share until February 22, 2003.

Share option plan

" The Company established a share purchase option pian (“‘the Plan”) in June 1994. Amendments to the
Plan were approved in June 1995, June 1996 and May 2000. The Board of Directors administers the
Plan, whereby it may from time to time grant up to a total of 10,200,000 options to directors, officers,
employees, consultants or advisors. All options granted under the Plan shall expire not later than the
tenth anniversary-of the date the options were granted. The exercise price of an option is determined by
the Board of Directors, but shall not be less than the closing price of the common shares of the Company
on The Toronto Stock Exchange on the last business day before the date on which the option is granted.
Vesting and terms are at the discretion of the Board of Directors.

A summary of the Company s options at December 31, 2001 and 2000 and the changes for the years
ending on those dates is presented below:

Options (Cdn$) Qutstanding Weighted Average
Options Exercise Price
2000 ‘ ’ -
Outstanding options as at January 1, 2000 6,804,310 3 10.93
Granted 945,000 0.79
Exercised (416,776) 0.55
Expired/Cancelled (819,391) 0.83
Outstanding options as at December 31, 2000 6,513,143 s - 0.84
Excercisable options as at December 31, 2000 ‘ 6,035,146 $ 0.93
2001 ‘
Outstanding options as at January I, 2001 : 6,513,143 A 0.84
Granted 2,349,150 0.30
Exercised (35,000) 0.24
Expired/Cancelled (4,347,793) 1.05
Outstanding and exercisable options as at December 31, 2001 4,479,500 S 0.51

14



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

10. Share Capital (continued)

As at December 31, 2001, options to purchase up to 2,680,858 shares remained available to be granted
under the Plan. Summaries of the Company s options outstanding, exercise ‘prices and explry dates are
presented below. :

Stock Options (Cdn$)
Range of - " Number - © Weighted-Average Weighted
Exercised Price Outstanding at Remaining Average Exercise
(%) December 31, 2001 ' Contractual Life | . Price ($)
: , L - (years)

0.80 to 9.40 - . 546,000 . o - .07 R N
0.40 to 1.00 : _ .. 605,000 : 1.9 : _ 0.50
0.50 to 1.00 . ..+ 975,000 . 2.4 0.53
0.70 to 0.90 332,000 3.2 , .. 0.84 .
0.24 t0 0.5] 2,021,000 4.7 0.28
0.24109.40 4,479,500 3.21 .0.51

The following table summarizes information about the warrants outstanding as at December 31, 2001 and
2000. , ‘ .

. .+ . .. .Outstanding ‘ . Weighted -,

, ¢ .= Warrants ‘ Average
. : Conversion Price
.{Cdn§)
Warrants outstanding at January 1, 2000
Granted January 25,2000 o ‘ 4,750,000 1.10
Granted November 24, 2000 9,122,729 0.89
Warrants outstanding at December 31, 2000 ' 13,872,729 0.90
Warrants outstanding at January 1, 2001 13,872,729 0.90
Warrants outstanding at Dec;mber 31, 2001 13,872,729 0.90
Warrants
- Conversion ) Number Weighted-Average . Weighted
Price (§) Outstanding at Remaining Average
December 31, 2001 Contractual Life Conversion Price
(years) (%)

0.80t0 1.10 13,872,729 0.77 0.90
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

10. Share Capital (continued)
Shareholder rights plan

On March 8, 1995, the Board of Directors of Eldorado adopted a Shareholder Rights Plan, which was
- approved by the shareholders at the Annual General meeting on June 5, 1995. Under the terms of the
plan, rights are attached to the common shares and to the 8.25% convertible subordinated unsecured
debentures. The rights become marketable and exercisable only upon the occurrence of certain specified
events. If a person or group acting in concert acquires or announces its intention to acquire 20% or more
of the outstanding common shares in a non-permitted bid, each right, on exercise, entitles the holders
(other than the acquiring person or group) to purchase common shares of Eldorado at half the current
market price per common share.

The rights are not triggered by a “permitted bid” which is, in effect, a bid made to all shareholders for all
of the voting shares by way of a bid circular. Such an offer must remain outstanding for at least 75 days
and must be accepted by shareholders holding at least 50% of the outstanding shares that are not held by
the bidder. At any time prior to the rights becoming exercisable, the Board of Directors may redeem all
the rights at $.00001 per right.

11. Financial Instruments

Fair value of financial instruments

At December 31, 2001 and 2000, the fair value of cash, accounts receivable, accounts payable and
accrued liabilities approximate their respective carrying values.

! o .
The carrying values and estimated fair values of Eldorado’s other financial instruments are as follows:

Carrying and Estimated fair values

Carrying Estimated
2001 Amount fair value
Financial Assets
Forward Gold Sales contracts $ - $ 100
Investments ' ' 122 “ 122
Financial Liabilities
Convertible debentures $ 8,482 $ 6,309
Long term debt 15,346 15,346
2000
Financial Assets
Forward Gold Sales contracts 7 $ - $ 4,300
Foreign Exchange Purchase Commitments: - (288)
Investments 277 277
Financial Liabilities
Convertible debentures $ 8,303 $ 5,949
Long term debt 25,337 25,337

16



-

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

i1, Financial Instruments (continued)

Financial instruments, which subject the Company to market risk and concentrations of credit risk, consist
primarily of gold hedge contracts. The Company’s exposure to credit risk in the event of non-
performance by counterparties in connection with its metal forward contracts is limited to the unrealized
gains on outstanding contracts based on current market prices. Eldorado believes it has minimized credit
risk by monitoring the financial conditions of its counterparties and dealing with large, creditworthy
institutions. - E e : ‘ C

12, Hedging Commitments - -
Gold hedging

At December 31, 2001, Eldorado’s hedging program consists of the following spot deferred gold
contracts. Lo e o Co ‘ )

2002 2003 - 2004
Forward gold sales contracts (ounces) 8,118 - -
Average price (3/0z.) 292 S .-
Deferred gain ($/0z.) 40 - -
Total ($0z.) 332 - -

The positions held by Eldorado are in the form of spot deferred contracts including 8,118 ounces to be
delivered at a rate of 7,500 ounces per month, at a price of $292.

The mark to market value of the Company’s hedge position at December 31, 2001 was $100 at a spot
price of $278 per ounce using a contango rate of 1.20% ‘

13. Taxes

Details of income tax expense related to operations are as follows:

2001 | . 2000
Income Taxes
Recovery (Expense)
Current
. Canada $ 158 851,297
Foreign . (313) (278)
Future
Canada (203) (1,310)
Foreign - ' -
3 (35%) § (291)
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13. Taxes (continued)

The reconciliation of the combined Canadian federal and provincial statutory income tax rates to the
effective tax rate on earnings before taxes and other items is as follows:

2001 2000

Statutory Rate (44.62%) = . 45.62%
Losses not recognized net of income .

not subject to tax 16.53 45.06
Gain on disposition of subsidiary not taxable - (9:70)
Teﬁporary diszerences not reéorded o i " ; (70.86)
Non-deductible expense and other items 36.48 | : 30.07
Effective income tax rate T 83% T 40.19%

Eldorado and its subsidiaries have tax losses from prior years, which are available to offset taxable
income of future years. These tax losses expire as follows:

2004 2008
3 2,308 % 2,944
In addition, the Brazilian subsidiaries have losses of $119,070, which can be used to offset taxable
income and $99,552 which can be used to offset income for social contribution tax. These losses have no

expiry date and can be used to offset 30% of income in any one year.

No recognition has been given in the accounts to the potential future benefits that may arise on utilization
of tax losses.

Future income taxes, as at December 31, 2001, consist of the following temporary differences:
Liabilities

Tax on undistributed earnings of a subsidiary $  (178)

Additional temporary differences between the accounting and tax basis of assets and liabilities of $16,165
have not been recognized, as they are unlikely to be realized.



-

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year ended December 31, 2001, and 2000
Expressed in Thousands of U.S. dollars except per share amounts

14. Commitments and Contingencies

As at December 31, 2001, Eldorado has the following commitments and éontingencies:

Interest on withholding taxes

Sdo Bento Mineragao may have a liability relating to interest and penalties on accrued but unpaid
withholding tax on gold loans. The Company believes there are no grounds to the claim and will defend
its position vigorously. If an unfavorable ruling were to occur the Company estimates the lability to be a
maximum of $1,000. :

15. Segmented Information

All of Eldorado’s operations are related to the gold mining industry. In 2001 Eldorado had a single

producing mine, Sdo Bento with mining and exploration assets located in South America and Turkey.
Hedging revenues have been proportionally allocated to the mines based upon their gold production.
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15. Segmented Infermation (continued)
Twelve months
ended ended
December 31 December 31
12001 2000
Gold sales . -
Sao Bento Mine ’ $ 33,623 $ 39,339
La Colorada Mine - ) - 12,116
33,523 51,455
Operating costs
S3o Bento Mine 22,753 22,656
La Colorada Mine - 12,031
22,753 34,687
Depletion, depreciation and amortization ) .
Sao Bento Mine . . 8,415 7,815
La Colorada Mine - 3,223
8,415 11,038
Corporate expenses, net of inte;rest and other income (5,756) (4,705)
Exploration expense (508) (539)
Write down, disposals of investments and advances (24) (59)
Reorganization costs (406) -
Gain on disposals of mine property, plant and equipment 74 -
Gain on disposition of subsidiary - - 297
{Loss) profit before income taxes (4,265) 724
Taxes
Current (155) 1,019
Future (203) (1,310)
Net (loss) income for the year $ (4,623) $ 433
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15. Segmented Information (continued)
| 2001 2000 B
Segment assets
Séo Bento Mine , $ 78,855  § 79,650
Total assets for reportable segments 78,855 79,650
Mineral properties and deferred development 30,673 29,442
. Other 3,766 12,098
$ 113294  § N .. 121,190
Revenues by geographic area
North America $ 218§ 12,790
South America < 34,236 e 40,597
- Turkey . o 13 oo 30
T $ 34467 % 53,417
Net Earnings by geographic area - : SO
North America $ (6,292) $ S (8,629)
© South America : , ) 1,994 - 9,191
" Turkey . (222) (152)
Australia (103) 23
‘ $ T (4,623)  $ ' - 433
Assets by geographic area
North America : $ 3324 § v 11,308
South America 79,011 79,877
‘Turkey 30,959 30,004
“Australia . - 1
$ 113,204  § 121,190
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16. Supplementary cash flow information

The Company conducted non-cash investing and financing activities as follows:

2001 2000
Operating activities
Foregiveness of amounts owed by the company $ - S (1,459)
' $ - $ (1459
Investing activities
Foregiveness of amounts owed by the company $ - $ 1459
3 - 3 1,459
Financing activities
Long term debt backend fees accrual $ (494) 3 (405)
Increase in fong term debt 494 405
Interest accrual on convertible debentures 179 159
Convertible debentures (179) (159)
$ - $ -

17. Subsequent events

On February 15, 2002 the Company completed a private placement of 59,523,810 special warrants at a
price of $0.42 per special warrants. Each special warrant entitles the holder to receive one common share
of the Company at no additional cost. In consideration for acting as Eldorado’s Underwriters in respect of
the sale of the special warrants, the agents will receive a cash commission, and compensation warrants
exercisable, without payment of additional consideration, for that number of compensation options equal
to 5,952,381 special warrants. The compensation options will be exercisable up until twelve months from
the date of the final receipt for the final prospectus at an exercise price of $0.49 per special warrant.
Gross proceeds from the placement were Cdn$25,000. On February 15, 2002 the funds were released
upon receipt of sharcholder approval satisfactory to the Toronto Stock Exchange.

On February 15, 2002 the Company, entered into an agreement (the “Seventh Amendment”) with NM
Rothschild where among other things, agreed to pay to NM Rothschild a principal payment on the loan
facility of an amount equal to 50% of the net proceeds of the February 15, 2002 private placement. On
February 19, 2002 a $7,470 principal payment was made to NM Rothschild. The Company further agreed
to deposit $1,000 in the Company’s Reserve Account, make an additional principal payment of $1,039 on
March 31, 2002 and entered into a revised principal repayment schedule in which the Company will make
monthly payments of $200 beginning on April 30, 2002 to December 31, 2002. The remaining loan
balance of $3,400 net of Reserve Account balance is payable in 2003 in monthly installments.
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