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DYNARESOURCE, INC.
(An Exploration Stage Company)
Consolidated Balance Sheets
March 31, 2010 and December 31, 2009

March 31,
2010
(Unaudited)
ASSETS
Current Assets:
Cash and Cash Equivalents $1,400,554
Foreign Tax Receivable 123,088
Accounts Receivable — Related Party 50,760
Other Current Assets 242,752
Total Current Assets 1,817,154
Fixed Assets:
Mining Camp Equipment and Fixtures (Net of Accumulated Depreciation of
$548,371 and $524,424) 353,550
Mining Properties (Net of Accumulated Amortization of $403,934 and $390,953) 4,299,433
Total Fixed Assets 4,652,983
Other assets:
Note Receivable from Affiliate 750,000
Deposits 6,691
Total Other Assets 756,691
TOTAL ASSETS $7,226,828
LIABILITIES AND EQUITY
Current Liabilities:
Accounts Payable $27,304
Accrued Expenses 33,437
Total Liabilities 60,741

Preferred stock, $1.00 par value, 10,000 shares

authorized, 1,000 and 1,000 shares issued and outstanding 1,000
Common stock, $.01 par value, 12,500,000 shares

authorized, 9,437,480 and 9,374,303 shares issued

and outstanding 94,375
Preferred Rights 40,000
Additional Paid In Capital 26,580,118
Treasury Stock (2,385 )
Common Stock Subscription Receivable 0
Other Comprehensive Income 1,044,266
Accumulated Deficit (6,002,516 )
Accumulated Deficit Since Reentering the Development Stage (13,471,647)

Dec 31,
2009
(Audited)

$1,640,508
120,210
50,760
217,136
2,028,614

350,828
4,312,414
4,663,242

500,000

6,666

506,666
$7,198,522

$40,586
43,317
83,903

1,000

93,743
40,000
25,475,425
(2,385
0
1,405,537

)

(6,002,516 )
(12,851,441)

4
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Total DynaResource, Inc. Stockholders’ Equity 8,283,211 8,159,363
Noncontrolling Interest (1,117,124 ) (1,044,744 )

TOTAL EQUITY 7,166,087 7,114,619

TOTAL LIABILITIES AND EQUITY $7,226,828 $7,198,522

See accompanying summary of accounting policies and notes to financial statements.
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DYNARESOURCE, INC.
(An Exploration Stage Company)
Consolidated Statement of Operations

For the Three Months Ended March 31, 2010 and 2009

And Cumulative Since Re-entering the Development Stage (January 1, 2007)

(Unaudited)

REVENUES
COST OF SALES

Exploration Costs
GROSS PROFIT (DEFICIT)

OPERATING EXPENSES:
Depreciation and Amortization
General and Administrative
TOTAL OPERATING EXPENSES

NET OPERATING INCOME (LOSS)
OTHER INCOME (EXPENSE)

Portfolio Income
Other income
TOTAL OTHER INCOME (EXPENSE)

NET INCOME (LOSS) BEFORE INCOME TAXES

Provision for Income Taxes (Expense) Benefit

NET LOSS

Net Loss Attributable to Non-Controlling Interest

NET LOSS ATTRIBUTABLE TO DYNARESOURCE, INC.
COMMON SHAREHOLDERS

COMPREHENSIVE INCOME (LOSS):

Currency Translation Gain (Loss)

COMPREHENISVE LOSS BEFORE NON-CONTROLLING
INTEREST

Comprehensive Loss (Income) Attributable to Non-Controlling
Interest

Mar 31, Mar 31,
2010 2009

Three Months Ended

$ 94,544 $0
731,792 410,695
(637,249 ) (410,695
37,340 40,339
335,538 375,985
372,878 416,324
(1,010,127) (827,019
998 1,838
0 0
998 1,838
(1,009,129) (825,181
0 0
(1.009,129) (825,181
162,434 127,616
(846,695 ) (697,565
226,489 (264,755
(620,206 ) (962,320
(50,054 ) 66,189

Cumulative
Since
Re-Entering
Development
Stage
(Jan. 1, 2007)

$135,618

8,898,064
(8,762,446 )

486,308
4,439,188
4,925,496

(13,687,942 )

18,583
2,104
20,687
(13,667,255 )
38,259
(13,628,997 )
1,552,158

(12,076,839 )

(1,394,808 )
(13,471,647 )

293,706

$ (670,260 ) $ (896,131 ) $ (13,177,941)

6



Edgar Filing: DYNARESOURCE INC - Form 10-Q

COMPREHENSIVE LOSS ATTRIBUTABLE TO
DYNARESOURCE, INC. COMMON SHAREHOLDERS

EARNINGS PER SHARE, Basic and diluted
Weighted Average Shares Outstanding, Basic and Diluted 9,408,360 9,073,913

Weighted AverageShares Outstanding:
Basic and Diluted $ (0.07 ) $ (0.10 )

See accompanying summary of accounting policies and notes to financial statements.
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DYNARESOURCE, INC.

(An Exploration Stage Company)
Consolidated Statements of Cash Flows

For the Three Months Ended March 31, 2010 and 2009
And Cumulative Since Re-entering the Development Stage (January 1, 2007)

(Unaudited)
Three Months
Ended
Mar 31, 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (1,009,129)
Adjustments to reconcile net deficit to cash used
by operating activities:
Issuance of Common Stock for Services 0
Issuance of Preferred Stock for Services 0
Depreciation and Amortization 37,340
Loss on Disposition of Fixed Assets 0
Change in assets and liabilities:
Decrease in Accounts Receivable 0
Decrease in Accounts Receivable — Related Party 0
Decrease (Increase) in Foreign Tax Receivable (2,878 )
(Increase) in Other Current Assets (25,616 )
(Increase) in Deposits (25 )
(Decrease) in Accounts Payable (13,282 )
(Decrease) Increase in Accrued Expenses (9,880 )
(Decrease) in Deferred Tax Liability 0
CASH FLOWS FROM (USED) OPERATING
ACTIVITIES (1,023,470)
CASH FLOWS USED IN INVESTING ACTIVITIES
Purchase of Fixed Assets, net (27,081 )
Retirement of Fixed Assets 0
Investment in affiliate (250,000 )
CASH FLOWS USED IN INVESTING ACTIVITIES (277,081 )
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from DynaMexico Earn In 900,000
Proceeds from sale of common stock 205,325
Repurchase of common stock options 0
Other comprehensive income (loss) (271,217 )
Purchase of treasury stock 0
Sale of treasury stock 0
Repayment of common stock receivable 0
CASH FLOWS PROVIDED BY FINANCING
ACTIVITIES 834,108

$

Three Months
Ended
Mar 31, 2009

123,678
(78,823
0
(49,870
660

0

(789,197 )

(12,119
0

(300,000 )
(312,119 )

800,000
0
0
410,695
0
0
125,000

1,335,695

Cumulative
Since
Re-entering
Development
Stage
(Jan 1, 2007)

685,938
1,000
486,308
28,006

199,143
(50,760
(73,883
(165,661
(6,691
(14,100
(70,699
(38,259

(825,181 ) $ (13,628,997)

)
)
)
)
)
)
)

(12,648,655)

(308,575
10,124
(750,000
(1,048,451

10,442,985
3,867,917
(10,000
1,345,002
(230,790
256,514

0

15,671,628

)

)
)

)
)
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Effect of exchange rate on cash 226,489 (264,755 ) (1,394,808 )
NET INCREASE (DECREASE) IN CASH (239,954 ) (30,376 ) 579,714
Cash, beginning of period 1,640,508 2,339,561 820,840
Cash, end of period $ 1,400,554 $ 2,309,185 $ 1,400,554
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paid $ 0 $ 0 $ 0

Income taxes paid $ 0 $ 0 $ 0

Non-cash dividend of property $ 0 $ 0 $ 129,822

See accompanying summary of accounting policies and notes to financial statements.
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DYNARESOURCE, INC.
(An Exploration Stage Company)
Notes to the Consolidated Financial Statements
March 31, 2010
(Unaudited)

NOTE 1 — NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities, History and Organization:

DynaResource, Inc. (The “Company”) was organized September 28, 1937, as a California corporation under the name of
West Coast Mines, Inc. In 1998, the Company re-domiciled to Delaware and changed its name to DynaResource,
Inc. The Company is in the business of acquiring, investing in, and developing precious metal properties, and the
production of precious metals.

In 2000, the Company formed a wholly owned subsidiary, DynaResource de Mexico S.A. de C.V. chartered in
Mexico (“DynaMexico”). This Company was formed to acquire, invest in and develop resource properties in
Mexico. In 2005, the Company formed DynaResource Operaciones de San Jose De Gracia S.A. de C.V.
(“DynaOperaciones”) and acquired effective control of Mineras de DynaResource S.A. de C.V. (formerly Minera
Finesterre, S.A. de C.V.) (“MinerasDyna”). The Company owns 25% of Mineras and acquired effective control of
Mineras by acquiring the option to purchase the remaining 75% of the shares of Mineras for seventy-five pesos
(approximately $5.50 in United States dollars, as of December 31, 2009). The Agreement also provided that the other
shareholders relinquish and forfeit any and all rights, interests and claims in and to the Corporation and in or to any of
the rights or assets owned or controlled by the Corporation. The Company finalized the option and acquisition of
Mineras in January 2010 and now owns 100% of Mineras. The results of Mineras are consolidated with those of the
Company.

In January 2008, the Company transferred 15% of the ownership of DynaMexico to Goldgroup Resources Inc.,
(“Goldgroup”) in exchange for a $3,000,000 cash contribution and exploration expenditures at the San Jose de Gracia
property (“SJG”), and in August 2008, the Company transferred an additional 10% of the ownership of DynaMexico to
Goldgroup in exchange for an additional $3,000,000 cash and exploration expenditures (See Note 5 below). Through
March 31, 2010, Goldgroup has contributed $10,767,990 to DynaMexico, and it currently owns 25% of DynaMexico.

The Company produced approximately $7,000,000 in revenues from production activities during the years ended
December 31, 2003 through 2006, and suspended this activity voluntarily to concentrate its efforts on exploration and
development. In accordance with that decision, as of January 1, 2007, the Company reentered the Exploration Stage
and has presented its cumulative results since reentering the Exploration Stage, in accordance with Accounting
Standards Codification (“ASC”) 915 “Development Stage Enterprises”, (formerly Statement of Financial Accounting
Standard (“SFAS No. 7”), and will continue this presentation until it again has revenues from operations.

Unaudited Interim Financial Statements:

The accompanying unaudited interim financial statements have been prepared in accordance with accounting
principles generally accepted in the United States and applicable Securities and Exchange Commission (“SEC”)
regulations for interim financial information. These financial statements are unaudited and, in the opinion of
management, include all adjustments (consisting of normal recurring accruals) necessary to present fairly the balance
sheets, statements of operations and statements of cash flows for the periods presented in accordance with accounting

10
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principles generally accepted in the United States. Certain information and footnote disclosures normally included in
financial statements prepared in accordance with accounting principles generally accepted in the United States have
been condensed or omitted pursuant to SEC rules and regulations. It is presumed that users of this interim financial
information have read or have access to the audited financial statements and footnote disclosure for the preceding
fiscal year contained in the Form 10, with amendments, that was effective on July 15, 2008. Operating results for the
interim periods presented are not necessarily indicative of the results that may be expected for the year ending
December 31, 2010.

11



Edgar Filing: DYNARESOURCE INC - Form 10-Q

Significant Accounting Policies:

The Company’s management selects accounting principles generally accepted in the United States of America and
adopts methods for their application. The application of accounting principles requires the estimating, matching and

timing of revenue and expense. It is also necessary for management to determine, measure, and allocate resources and

obligations within the financial process according to those principles. The accounting policies used conform to

generally accepted accounting principles which have been consistently applied in the preparation of these financial

statements.

The financial statements and notes are representations of the Company’s management which is responsible for their
integrity and objectivity. Management further acknowledges that it is solely responsible for adopting sound

accounting practices, establishing and maintaining a system of internal accounting control and preventing and

detecting fraud. The Company's system of internal accounting control is designed to assure, among other items,

that 1) recorded transactions are valid; 2) valid transactions are recorded; and 3) transactions are recorded in the

proper period in a timely manner to produce financial statements which present fairly the

financial condition, results of operations and cash flows of the Company for the respective periods being

presented.

Management believes that all adjustments necessary for a fair statement of the results of the three months ended
March 31, 2010 and 2008 have been made.

FASB Accounting Standards Codification

In June 2009, the Financial Accounting Standards Board (“FASB”) issued new guidance concerning the organization of
authoritative guidance under U.S. Generally Accepted Accounting Principles (“GAAP”). This new guidance created the
GASB Accounting Standards Codification (“the Codification” or “ASC”). The Codification has become the source of
authoritative U.S. GAAP recognized by the FASB to be applied by nongovernmental entities. Rules and interpretive
releases of the SEC under authority of federal securities laws are also sources of authoritative U.S. GAAP for SEC
registrants. The Codification became effective for the Company in its quarter ended September 30, 2009. As the
Codification is not intended to change or alter existing U.S. GAAP, it did not have any impact on the Company’s
consolidated financial statements. On its effective date, the Codification superseded all then-existing non-SEC
accounting and reporting standards. All other non-grandfathered, non-SEC accounting literature not included in the
Codification will become non-authoritative.

Basis of Presentation:

The Company prepares its Financial Statements on the accrual basis of accounting in conformity with accounting
principles generally accepted in the United States.

Reclassification:

Certain amounts have been reclassified to conform to current year presentation.

Principles of Consolidation:

The financial statements include the accounts of DynaResource, Inc. as well as DynaResource de Mexico, S.A. de
C.V., DynaResource Operaciones S.A. de C.V. and Mineras de DynaResource S.A. de C.V. All significant

inter-company transactions have been eliminated. = All amounts are presented in U.S. Dollars unless otherwise

12
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stated.
Foreign Currency Translation:

The subsidiary’s functional currency is the U.S. dollar. As a result, the financial statements of the subsidiary have been
re-measured from Mexican pesos into U.S. dollars using (i) current exchange rates for monetary asset and liability

accounts, (ii) historical exchange rates for nonmonetary asset and liability accounts, (iii) historical exchange rates for

revenues and expenses associated with nonmonetary assets and liabilities and (iv) the weighted average exchange rate

of the reporting period for all other revenues and expenses. In addition, foreign currency transaction gains and losses

resulting from U.S. dollar denominated transactions are eliminated. The resulting re-measured gain or loss is recorded

in other comprehensive (loss) income.

13
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The financial statements of the subsidiary should not be construed as representations that Mexican pesos have been,
could have been or may in the future be converted into U.S. dollars at such rates or any other rates.

Relevant exchange rates used in the preparation of the financial statements for the subsidiary are as follows for the
three months ended March 31, 2010 (Mexican pesos per one U.S. dollar):

March 31, 2010
Current exchange rate Pesos. 12.41500
Weighted average exchange rate for the nine months ended Pesos. 13.03880

Cash and Cash Equivalents:

The Company considers all highly liquid debt instruments with a maturity of three months or less to be cash
equivalents. At times, cash balances may be in excess of the FDIC insurance limits. The carrying amount
approximates fair market value.

Accounts Receivable and Allowance for Doubtful Accounts:

The allowance for accounts receivable is recorded when receivables are considered to be doubtful of collection. No
allowance has been established as all receivables were deemed to be fully collectible.

Foreign Tax Receivable:

Foreign Tax Receivable (IVA) is comprised of recoverable value-added taxes charged by the Mexican government on
goods and services rendered. Under certain circumstances, these taxes are recoverable by filing a tax
return. Amounts paid for IVA are tracked and held as receivables until the funds are remitted. The total amount of
IVA receivable as of March 31, 2010 and 2009 were $123,088 and $120,210, respectively.

Inventory:
As the Company ceased production in 2006, there is no inventory, as of March 31, 2010 and December 31, 2009.
Fixed Assets:

Fixed assets are carried at cost. Depreciation is provided over each asset’s estimated useful life. Upon retirement and
disposal, the asset cost and related accumulated depreciation are removed from the accounts and any resulting gain or
loss is included in the determination of the net income. Expenditures for geological and engineering studies,
maintenance and claim renewals are charged to expense when incurred. Additions and significant improvements are
capitalized and depreciated.

Mining Properties:

The Company is an ‘Exploration Stage’ company as defined in “SEC Industry Guide 7. Mining properties consist of 34
concessions at the San Jose de Gracia property the basis of which are deferred until the properties are brought into
production, at which time they will be amortized on the unit of production method based on estimated recoverable
reserves. If it is determined that the deferred costs related to a property are not recoverable over its productive life,
those costs will be written down to fair value as a charge to operations in the period in which the determination is
made. The amounts at which mineral properties and the related deferred costs are recorded do not necessarily reflect

14
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The recoverability of the book value of each property will be assessed annually for indicators of impairment such as
adverse changes to any of the following:

° estimated recoverable ounces of gold, silver or other precious minerals;
. estimated future commodity prices;
o estimated expected future operating costs, capital expenditures and reclamation expenditures

A write-down to fair value will be recorded when the expected future cash flow is less than the net book value of the
property or when events or changes in the property indicate that carrying amounts are not recoverable. This analysis
will be completed as needed, and at least annually. As of the date of this filing no events have occurred that would
require write-down of any assets.

Exploration, development, direct field costs and administrative costs are expensed in the period incurred.

The carrying amounts of the mining concessions are reviewed at each calendar year end to determine whether there is
any indication of impairment. If such indication of impairment exists, the asset’s recoverable amount will be reduced to
its estimated fair value. As of December 31, 2009 no indications of impairment existed.

Use of Estimates:

In order to prepare financial statements in conformity with accounting principles generally accepted in the United
States, management must make estimates, judgments and assumptions that affect the amounts reported in the
Financial Statements and determines whether contingent assets and liabilities, if any, are disclosed in the financial
statements. The ultimate resolution of issues requiring these estimates and assumptions could differ significantly from
resolution currently anticipated by management and on which the financial statements are based.

Revenue Recognition:

The Company recognizes revenue when persuasive evidence of an arrangement exists, delivery or service has
occurred, the sale price is fixed or determinable and receipt of payment is probable.

Revenues earned from the sale of precious metal concentrates are recognized as the title to the material is passed to the
buyer upon delivery.

Earnings (Loss) per Common Share:

“Earnings (loss) per share” is calculated in accordance with ASC 260 “Earnings Per Share” (Formerly SFAS No. 128,
“Earnings per Share.”(“SFAS No. 128”)) The weighted average number of common shares outstanding during each period
is used to compute basic earnings (loss) per share. “Diluted earnings per share” is computed using the weighted average
number of shares and potentially dilutive common shares outstanding. Dilutive potential common shares are
additional common shares assumed to be exercised. Potentially dilutive common shares consist of stock options and

are excluded from the diluted earnings per share computation in periods where the Company has incurred a net loss,

as their effect would be considered anti-dilutive.

As the Company incurred a net loss during the three months ended March 31, 2010 and 2009, the basic and diluted
loss per common share is the same. As discussed in Note 8, and as of March 31, 2010, the Company had 630,092
stock options outstanding that could potentially have a dilutive effect on basic earnings per share in the future.

Comprehensive Income:

16
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ACS 220 ”Comprehensive Income”, formerly SFAS No. 130 “Reporting Comprehensive Income”, establishes standards
for reporting and display of comprehensive income and its components in a full set of general purpose financial
statements. The Company’s comprehensive income consists of net income and other comprehensive income (loss),
consisting of unrealized net gains and losses on the translation of the assets and liabilities of its foreign operations.

17
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Recently Issued Accounting Pronouncements:

The Company does not expect the adoption of recently issued accounting pronouncements to have a
significant impact on the Company’s results of operations, financial position or cash flow. See Note 12 for a
discussion of new accounting pronouncements.

Fair Value of Financial Instruments:

In accordance with the reporting requirements of ASC 820 “Fair Value Measurement and Disclosures”, (formerly SFAS
No. 157, Disclosures About Fair Value of Financial Instruments), the Company calculates the fair value of its assets
and liabilities which qualify as financial instruments under this statement and includes this additional information in
the notes to the financial statements when the fair value is different than the carrying value of those financial
instruments. As of March 31, 2010 the Company did not have any financial instruments other than cash and cash
equivalents.

NOTE 2 - FIXED ASSETS

Fixed assets are stated at cost and consist of the following at March 31, 2010:

Mining camp equipment and fixtures $492,581
Transportation equipment 191,925
Lab equipment 14,306
Machinery and equipment 90,950
Office furniture and fixtures 75,826
Office equipment 4,083
Computer equipment 32,250
Sub-total $901,921
Less: Accumulated depreciation (548,371 )
Total $353,550

Depreciation has been provided over each asset’s estimated useful life. Depreciation expense was $23,947 and $16,885
for the three months ended March 31, 2010 and 2009 respectively,

NOTE 3 — MINING PROPERTIES
Mining properties consist of the following at March 31, 2010:

San Jose de Gracia:

Mining concessions $4,703,367
Less: Accumulated amortization (403,934 )
Total $4,299,433

Amortization expense was $13,393 and $23,454 for the three months ended March 31, 2010 and 2009, respectively.

NOTE 4 - INCOME TAXES

18
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The Company has adopted ASC 740-10, “Income Taxes”, (formerly SFAS No. 109, “Accounting for Income Taxes”),
which requires the use of the liability method in the computation of income tax expense and the current and deferred
income taxes payable (deferred tax liability) or benefit (deferred tax asset). Valuation allowances are established
when necessary to reduce deferred tax assets to the amount expected to be realized.

10
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The cumulative tax effect at the expected tax rate of 34% (blended for U.S. and Mexico) of significant items
comprising the Company’s net deferred tax amounts as of March 31, 2010 are as follows:

March 31,
2010

Net deferred tax assets attributable to:

Prior years $ 3,244,101
Tax benefit (liability) for current year 343,104
Total Deferred Tax Benefit 3,587,205
Valuation Allowance (3,587,205)
Net Deferred Tax Benefit $ 0

The realization of deferred tax benefits is contingent upon future earnings and is fully reserved at March 31, 2010.

NOTE 5 - MATERIAL AGREEMENTS
Concessions and Interest related to the San Jose de Gracia Property:

In March 2000, The Company entered into agreements to complete the acquisition and consolidation of 100% of the
San Jose de Gracia Property and related mining interests. Pursuant to these agreements, the Mining Concessions and
related interests comprising the San Jose de Gracia property were transferred to the Company.

In March 2005, the Company issued 115,000 common shares; received a cash payment of $15,000; and accepted a
mutual release from the vending parties; to complete the acquisition agreements.

Financing/Sale of Stock:

On September 1, 2006 the Company signed a “Stock Purchase and Earn In Agreement” (“Earn In”)
between: DynaResource, Inc. (“DynaResource”) and DynaResource de Mexico S.A. de C.V. (“DynaMexico”), (“Seller”);
and Goldgroup Resources, Inc., of Vancouver, British Columbia (“Goldgroup”), (“Buyer”), and Together, (“the Parties”).

The Earn In provides for the sale of up to fifty percent (50%) of the total outstanding shares of DynaMexico, the
wholly owned subsidiary of DynaResource, and the owner of the San Jose de Gracia District in northern Sinaloa
Mexico (“SJG”); in exchange for the total cash contributions to DynaMexico, and expenditures related to the
development of the SJG, in the amount of $18,000,000 by Goldgroup; contributed in four (4) phases, as set forth
below:

Phase On or before Amount of Funds to Interest Earned Cumulative
be (by Goldgroup in  Interest
deposited to DynaMexico) Earned (by
DynaMexico (For Goldgroup in
SJG Expenditures) DynaMexico)
1. June 15, 2007 $1,000,000 0% 0%; Completed
2. March 15, 2008 $2,000,000 15% 15%; Completed
3. September 15, 2009  $3,000,000 10% 25%; Completed
4, March 15, 2011 $12,000,000 25% 50%

20
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Pursuant to the Earn In Agreement:

e DynaResource attached the “SJG Title Opinion”, compiled by Urias Romero Y Asociados, Abraham Urias, Mazatlan,
Sinaloa, with attachments and schedules; describing the status and position of DynaMexico and affiliates in Mexico,
and confirming the ownership and status of the Mining Concessions comprising the SJG District in Sinaloa,
Mexico;

11

21



Edgar Filing: DYNARESOURCE INC - Form 10-Q

o DynaResource attached its audited, consolidated financial statements at December 31, 2005;
o The Parties agree to a revised setting of the Board of Directors of DynaMexico, to:

a)Two (2) members of DynaResource; K.D. Diepholz, Chairman/CEO of DynaResource as President; and, Charles
E. Smith; CFO of DynaResource;

b) One (1) member of Goldgroup; Keith Piggott, CEO of Goldgroup.

® A Management Committee was formed to approve budgets and expenditures pursuant to the Earn In. The setting of
the Management Committee is:

a) Two (2) members of Goldgroup; Keith Piggott, CEO of Goldgroup as Chairman; and, John Sutherland, CFO of
Goldgroup;

b) One (1) member of DynaResource; K.D. Diepholz, Chairman/CEO of DynaResource;
c) Members of the Management Committee may be changed as subsequently agreed.
o The Parties agree to cooperate to develop the SJIG Property, in the best interests of the Project.

Phases 1, 2 and 3 of Earn In Completed:

Activities related to the exploration and development of SJG are being conducted by DynaMexico, through contract to
the operating subsidiary of DynaResource, Inc. in Mexico, Mineras de DynaResource SA de CV. (“MinerasDyna”);
with the management of personnel being contracted by MinerasDyna through to the personnel management
subsidiary, DynaResource Operaciones, SA de CV (“DynaOperaciones”).

On December 28, 2007 Goldgroup completed Phase II of the Earn In Agreement, through the contributions of Capital
of $3,368,088 to DynaMexico and the expenditures related to the exploration of SJIG of 27,063,453 Mexican pesos,
with the remainder held in cash in DynaMexico, In January 2008, 15% of the Shares of DynaMexico were transferred
to Goldgroup.

On July 16, 2008, the Goldgroup completed Phase III of the Earn In Agreement through total contributions of capital
under the Earn In Agreement of $6,118,009 with total expenditures related to the exploration of SJG of $57,252,898
Mexican pesos, with the remainder held in cash in DynaMexico, In January 2008, 15% of the Shares of DynaMexico
were transferred to Goldgroup. In August 2008, an additional 10% of the Shares of DynaMexico were transferred to
Goldgroup, so that Goldgroup now owns 25% of DynaMexico.

Continuing with Phase IV exploration activities, as of March 31, 2010 the Company reported total deposits to
DynaMexico by Goldgroup in excess of $10,767,990 USD, with total expenditures through DynaMexico of
approximately 118,786,701 Mexican pesos.

MATERIAL AGREEMENT (MOU):

In order to clarify and confirm the operating structure at SJG, DynaResource, Inc., DynaResource de Mexico, and
Goldgroup Resources Inc. (the Parties to the Earn In / Option Agreement; and “the Parties”) entered into a
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“Memorandum of Understanding”, (the “MOU”), dated July 29, 2008 (See “MOU”). The MOU provides for:

eMineras de DynaResource is the exclusive operating entity at SJG, pursuant to the operating agreement with
DynaResource de Mexico;

12
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eDynaResource de Mexico owns the SJG 100%, and all Data and information pursuant thereto; any information
disseminated regarding SJG must be disclosed as from DynaResource de Mexico;

*The SJG Management Committee is not a legal entity and has no authority or ability to sign contracts or incur
obligations or liabilities to DynaMexico, Mineras, or DynaOperaciones;

eThe SJG Management Committee does not have the authority to act for or represent DynaMexico, Mineras,
Operaciones, or the SJG Property;

e All personnel must be employed or contracted through Mineras or Operaciones and be accountable to the
employing / contracting entity;
NOTE 6 — RELATED PARTY TRANSACTIONS

In the three months ended March 31, 2010 and 2009, the Company paid $37,500 and $0 respectively to Dynacap
Group, Ltd. (an entity controlled by officers of the Company) for consulting and other fees.

In addition, the Company issued common stock to the following related parties:

Three
months ended Year ended
March 31, December

2010 31, 2009
Directors $0 $65,000
Consultants $0 $81,250
Totals $0 $141,250

NOTE 7 - NOTE RECEIVABLE - AFFILIATE

Through March 31, 2010, the Company loaned a total of $750,000 to DynaResource Nevada, Inc., a Nevada
Corporation, with one operating subsidiary in Mexico, DynaNevada de Mexico, SA de CV. The terms of the Note
Receivable provide for a “Convertible Loan”, repayable at 5 % interest over a 3 year period, and convertible at the
Company’s option into Common Stock of DynaResource Nevada, Inc. at $ .25 / Share. DynaResource Nevada, Inc. is
a related entity, and through its subsidiary in Mexico, has entered into an Option agreement with Grupo Mexico
(IMMSA) in Mexico, for the exploration and development of approximately 3,000 hectares in the State of San Luis
Potosi.

NOTE 8 - STOCKHOLDERS’ EQUITY

Preferred Stock

The Company is authorized to issue 10,000 preferred shares at a par value of $1.00 per share. These shares have full
voting rights. In October 2007, the Company issued 1,000 shares of Preferred A shares to its CEO. These shares have
the right to elect a majority of the Board of Directors. There were 1,000 and 1,000 shares outstanding at March 31,

2010 and December 31, 2009, respectively.
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Common Stock
The Company is authorized to issue 12,500,000 common share stocks at a par value of $0.01 per share. These shares

have full voting rights. At March 31, 2010 and at December 31, 2009, there were 9,437,480 and 9,374,303 shares
outstanding, respectively.

13
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Preferred Rights

The Company issued “Preferred Rights” and received $158,500 in 2003 and $626,250 in 2002, for the rights to
percentages of revenues generated from the San Jose de Gracia Pilot Production Plant. This has been reflected as
“Preferred Rights” in stockholders’ equity. As of December 31, 2004, $558,312 was repaid, leaving a balance of
$226,188. As of December 31, 2005, $186,188 has been repaid, leaving a balance of $40,000. At March 31, 2010 the
balance remains at $40,000.

Treasury Stock

Treasury stock is accounted for by the cost method. The Company may from time to time purchase and resell its own
common stock. Treasury stock activity is presented in the consolidated statement of stockholders’ equity.

Options and Warrants

There are 630,092 options outstanding at March 31, 2010. All of the options entitle the holder to purchase one share
of the Company’s common stock at a price of $5.00 per share. The options expire November 15, 2010. No options
were exercised or cancelled since issuance.

The Company’s stock price was $3.25 at March 31, 2010 and none of the Company’s options would have been
considered dilutive if the Company had not incurred a net loss.

NOTE 9 — NON-CONTROLLING INTEREST

The Company’s Noncontrolling Interest recorded in the unaudited consolidated financial statements relates to a 25%

interest in DynaResource de Mexico, S.A. de C.V. Changes in Noncontrolling Interest for the three months ended
March 31, 2010 and 2009 was as follows:

For the ThreeMonths
Ended March 31,
2010 2009
Beginning balance $ (1,004,744) $ (589,754)
Operating income (loss) (162,434) (127,616)
Other comprehensive income (loss) 50,054 (66,189 )
Ending balance $  (1,117,124) $ (783,599)

The Company began allocating a portion of other comprehensive income (loss) to the noncontrolling interest with the
adoption of FASB 160 as of January 1, 2009.

NOTE 10 - EMPLOYEE BENEFIT PLANS

There is currently no qualified or non-qualified employee pension, profit sharing, stock option, or other plans
authorized for any class of employees.

26



Edgar Filing: DYNARESOURCE INC - Form 10-Q
NOTE 11 - COMMITMENTS AND CONTINGENGIES

The Company is required to pay taxes in order to maintain their concessions. Additionally, the Company is required to
incur a minimum amount of expenditures each year for all concessions held. The minimum expenditures are based
upon the land area, as well as the age of the concessions. Amounts spent in excess of the minimum amounts may be
carried forward indefinitely over the life of the concessions, and are adjusted annually for inflation. Based on
Management's business plans, the Company does not expect any difficulty in meeting the minimum annual
expenditures for the concessions, and the Company retains sufficient carry-forward amounts to cover over 20 years of
minimum expenditures, as calculated for the 2009 minimum expenditures, adjusted for inflation of 4%.

14
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In September 2008, the Company entered into a 37 month lease agreement for its corporate office. The Company paid
rent expense of $11,581 and $11,795 for the three months ended March 31, 2010 and 2009 respectively.

The following is a schedule of minimum lease payments required under the existing lease as of March 31, 2010:

Year
Ended
December
31 Amount

2010 $ 26,232
2011 31,501
2012 0

$ 57,733

NOTE 12 - RECENT ACCOUNTING PRONOUCEMENTS
In 2009, the FASB issued the following guidance:

SFAS No. 166: "Accounting for Transfers of Financial Assets—an amendment of FASB Statement No. 140", which
was codified into ASC 860, and was effective for the Company as of January 1, 2010.

SFAS No. 167: "Accounting for Transfers of Financial Assets", which was codified into ASC 810-10, and was
effective for the Company as of January 1, 2010.

FSP No. FAS 107-1 and APB 28-1: “Interim Disclosures about Fair Value of Financial Instruments”, which was
codified into ASC 825.

FSP No. FAS 115-2 and FAS 124-2: “Recognition and Presentation of Other-Than-Temporary Impairments”, which
was codified into ASC 320-10-65-4.

FSP No. FAS 157-4: “Determining Fair Value When the Volume and Level of Activity for the Asset or Liability
Have Significantly Decreased and Identifying Transactions That Are Not Orderly”, which was codified into ASC
820-10-65-4.

Management has reviewed these new standards and believes they had or will have no material impact on the financial
statements of the Company.

NOTE 13 — FAIR VALUE OF FINANCIAL INSTRUMENTS

In September 2006, the guidance for fair value measurements and disclosure was updated to define fair value,
establish a framework for measuring fair value, and expand disclosures about fair value measurements. This guidance
does not require any new fair value measurements but rather eliminates inconsistencies in guidance found in various
prior accounting pronouncements. The provisions of the updated guidance were adopted January 1, 2008. In
February 2008, the FASB staff issued an update to the guidance which delayed the effective date for nonfinancial

28



Edgar Filing: DYNARESOURCE INC - Form 10-Q

assets and nonfinancial liabilities that are recognized or disclosed at fair value in the financial statements on a
nonrecurring basis. The Company adopted the updated guidance for the Company’s nonfinancial assets and liabilities
measured at fair value on a nonrecurring basis on January 1, 2009. The adoption of updated guidance did not have a
material impact on the Company’s financial position, results of operations or cash flows.
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In October 2008, the guidance was further updated to provide guidance on how the fair value of a financial asset is to
be determined when the market for that financial asset is inactive. The guidance states that determining fair value in
an inactive market depends on the facts and circumstances, requires the use of significant judgment and, in some
cases, observable inputs may require significant adjustment based on unobservable data. Regardless of the valuation
technique used, an entity must include appropriate risk adjustments that market participants would make for
nonperformance and liquidity risks when determining fair value of an asset in an inactive market. The guidance was
effective upon issuance. The Company has incorporated the principles of updated guidance in determining the fair
value of financial assets when the market for those assets is not active.

In April 2009, the guidance was further updated to provide additional guidance on determining fair value when the
volume and level of activity for the asset or liability have significantly decreased and identifying circumstances that
indicate when a transaction is not orderly. The provisions of this updated guidance were adopted April 1, 2009. The
adoption of the guidance did not have an impact on the Company’s fair value measurements.

The ASC guidance for fair value measurements and disclosure establishes a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are described below:

Level 1 Inputs — Quoted prices for identical instruments in active markets.

Level 2 Inputs — Quoted prices for similar instruments in active markets; quoted prices for identical o