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Approximate date of commencement of proposed sale to the public: As soon as practicable after this Registration Statement becomes
effective.

Province of Ontario, Canada
(Principal jurisdiction regulating this offering)

It is proposed that this filing shall become effective (check appropriate box):

A. ¥y  Upon filing with the Commission pursuant to Rule 467(a) (if in connection with an offering being made
contemporaneously in the United States and Canada).
B. o  Atsome future date (check the appropriate box below).

1. o  Pursuant to Rule 467(b) on (date) at (time) (designate a time not sooner than seven
calendar days after filing).

2. o  Pursuant to Rule 467(b) on (date) at (time) (designate a time not sooner than seven
calendar days after filing) because the securities regulatory authority in the review jurisdiction has issued a receipt
or notification of clearance on (date).

3. o  Pursuant to Rule 467(b) as soon as practicable after notification of the Commission by the registrant or the
Canadian securities regulatory authority of the review jurisdiction that a receipt or notification of clearance has
been issued with respect hereto.
4. o  After the filing of the next amendment to this form (if preliminary material is being filed).
If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to the home jurisdiction's
shelf prospectus offering procedures, check the following box. ¥
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No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. This short form prospectus constitutes a
public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and therein only by persons permitted to sell such
securities. Information has been incorporated by reference in this short form prospectus from documents filed with securities commissions or similar
authorities in Canada. Copies of the documents incorporated herein by reference may be obtained on request without charge from the Chief Financial Officer of
Yamana Gold Inc. at 150 York Street, Suite 1902, Toronto, Ontario, M5H 355, telephone (416) 815-0220. For the purposes of the Province of Québec this
simplified prospectus contains information to be completed by consulting the permanent information record. A copy of the permanent information record may be
obtained from the Chief Financial Officer of Yamana Gold Inc. at the above-mentioned address and telephone number.

SHORT FORM PROSPECTUS

New Issue July 18, 2005

YAMANA GOLD INC.

Issue of up to 1,444,209 Common Shares upon Early Exercise
of Common Share Purchase Warrants

This short form prospectus is being filed by Yamana Gold Inc. ("Yamana" or the "Corporation") to qualify the distribution of up to

1,444,209 common shares of the Corporation (the "Early Exercise Shares") issuable to the holders of 40,567,656 common share purchase
warrants (the "Warrants") of the Corporation upon the early exercise of their Warrants. Each Warrant entitles the holder thereof

(the "Warrantholder") to acquire one common share of the Corporation (a "Common Share") at a price of C$1.50 (the "Exercise Price") at any
time prior to 5:00 p.m. (Toronto time) on July 31, 2008. The Warrants were issued pursuant to the terms of a warrant indenture dated July 31,
2003 between the Corporation and CIBC Mellon Trust Company (the "Warrant Agent"), as amended by a supplemental warrant indenture dated
August 12, 2003 (collectively, the "Warrant Indenture").

Subject to the Corporation receiving all approvals, including the requisite approval of the Warrantholders to amend the Warrant Indenture

(the "Warrant Amendment") and the requisite approval of the shareholders of the Corporation (the "Shareholders") to issue the Early Exercise
Shares, each Warrant will entitle the holder thereof to acquire an additional 0.0356 of a Common Share in the event that such holder exercises
his or her Warrants during a period of 30 days (the "Early Exercise Period") following the date of the Warrant Amendment. The additional
0.0356 of a Common Share to be issued upon the exercise of the Warrants during the Early Exercise Period represents a premium of C$0.16
based on an assumed Common Share price of C$4.50. The Warrant Amendment will be effected pursuant to the terms of a supplemental warrant
indenture (the "Supplemental Indenture") to be entered into between the Corporation and the Warrant Agent. This prospectus also qualifies the
distribution in each of the provinces of Canada of the rights to acquire the Early Exercise Shares to the Warrantholders pursuant to the Warrant
Amendment.

The Warrant Amendment shall also provide that, in the event that at least 66%/3% of the Warrants outstanding on the date of the Warrant
Amendment have been exercised on or before the expiration of the Early Exercise Period (the "Early Exercise Expiry Date"), each Warrant that
has not been so exercised will be exchanged, without any further action on the part of the Warrantholder, including payment of the Exercise
Price or any other additional consideration, for a fraction of a Common Share equal to: (A) 98% multiplied by 1.0356 (being the total number of
Common Shares issued upon exercise of each Warrant during the Early Exercise Period) minus (B) the Exercise Price divided by the lesser of
(i) the volume weighted average trading price (the "VWAP") of the Common Shares on the Toronto Stock Exchange (the "TSX") for the five
trading days ending on the Early Exercise Expiry Date, and (ii) the closing price of the Common Shares on the Early Exercise Expiry Date.
Assuming that the lesser of the VWAP for the five trading days ending on the Early Exercise Expiry Date and the closing price of the Common
Shares on the TSX on the Early Exercise Expiry Date is C$4.50, (i) each Warrant not exercised during the Early Exercise Period will
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automatically be exchanged for 0.6816 of a Common Share, and (ii) in the event that 66%/3% of the Warrants (but no more) are exercised during
the Early Exercise Period, a maximum of 9,216,358 Common Shares will be issued in exchange for the 13,522,552 Warrants not exercised
during the Early Exercise Period. The Common Shares issuable in exchange for Warrants not exercised during the Early Exercise Period are
collectively referred to herein as the "Exchange Shares". Any Warrants to be exchanged for Exchange Shares shall be automatically exchanged
immediately following 5:00 p.m. (Toronto time) on the Early Exercise Expiry Date, and shall immediately thereafter be cancelled and be of no
further force or effect. This short form prospectus is also being filed to qualify the distribution of up to 11,000,000 Exchange Shares. See "Plan
of Distribution".

In addition, this short form prospectus is also being filed to register, in the United States, under the multijurisdictional disclosure system, the
40,567,656 Common Shares of the Corporation (the "Underlying Shares") that are currently issuable upon exercise of the Warrants. See "Plan of
Distribution”. Where the context permits, the Early Exercise Shares, the Exchange Shares and the Underlying Shares are collectively referred to
herein as the "Subject Shares".

No agency fee will be paid by Yamana in connection with the distribution of the Subject Shares being qualified under this short form prospectus.
BMO Nesbitt Burns Inc. ("BMO NB") is acting as financial advisor ("Financial Advisor") and soliciting dealer manager to the Corporation in
connection with the issuance of the Early Exercise Shares and the Exchange Shares. See "Plan of Distribution".

Investing in the Subject Shares involves risks that are described in this short form prospectus under ''Risk Factors''.

The Corporation's outstanding Warrants and Common Shares are listed and posted for trading on the TSX under the symbols "YRI-WT" and
"YRI", respectively, and on the American Stock Exchange (the "AMEX") under the symbols "AUY.WS" and "AUY", respectively. The
Common Shares are also listed and posted for trading on the Alternative Investment Market of the London Stock Exchange plc (the "AIM")
under the symbol "YAU". On July 15, 2005, the last trading day prior to the date of this short form prospectus, the closing price of the Common
Shares on the TSX was C$4.65, on the AMEX was $3.82 and on the AIM was £2.20. On July 15, 2005, the closing price of the Warrants on the
TSX was C$3.36 and on the AMEX was $2.95.

This distribution is made by a foreign issuer that is permitted, under a multijurisdictional disclosure system adopted by the securities
regulatory authorities in Canada and the United States, to prepare this short form prospectus in accordance with the disclosure
requirements of Canada. Prospective investors in the United States should be aware that such requirements are different from those of
the United States. The financial statements incorporated herein have been prepared in accordance with Canadian generally accepted
accounting principles, and may be subject to Canadian auditing and auditor independence standards, and thus may not be comparable
to financial statements of United States companies.

Prospective investors in the United States should be aware that the acquisition of the securities described herein may have tax
consequences both in the United States and in Canada. Such consequences for investors who are residents in, or citizens of, the
United States may not be fully described herein.

The enforcement by investors of civil liabilities under the United States federal securities laws may be affected adversely by the fact that
the Corporation is organized under the laws of Canada, that some or all of its officers and directors may be residents of a foreign
country, that some or all of the experts named in the registration statement may be residents of a foreign country, and that a substantial
portion of the assets of the Corporation and said persons may be located outside the United States.

These securities have not been approved or disapproved by the United States Securities and Exchange Commission or any state
securities commission nor has the United States Securities and Exchange Commission or any state securities commission passed upon
the accuracy or adequacy of this short form prospectus. Any representation to the contrary is a criminal offence.

The TSX has conditionally approved the listing of the Early Exercise Shares and the Exchange Shares, subject to the Corporation fulfilling the
listing requirements of the TSX. The Corporation has applied to list the Early Exercise Shares and the Exchange Shares on the AMEX and
anticipates receiving listing approval from the AMEX upon the Corporation receiving the requisite approvals from the Shareholders and the
Warrantholders.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This short form prospectus contains or incorporates by reference "forward-looking statements" within the meaning of the United States

Private Securities Litigation Reform Act of 1995. Such forward-looking statements, including, but not limited to, those with respect to the price
of gold and copper, the timing and amount of estimated future production, costs of production, capital expenditures, reserve determination,
reserve conversion rates, costs and timing of the development of new deposits and permitting time lines, involve known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of the Corporation to be materially different
from any future results, performance or achievements expressed or implied by such forward-looking statements. Such factors include, among
others, risks related to the integration of acquisitions, risks related to international operations, risks related to joint venture operations, the actual
results of current exploration activities, the actual results of current reclamation activities, conclusions of economic evaluations, changes in
project parameters as plans continue to be refined and the future price of gold, as well as those factors discussed in the section entitled "General
Development of the Business Risk Factors" in the Corporation's renewal annual information form dated March 28, 2005 filed on SEDAR at
www.sedar.com and the Corporation's Annual Report on Form 40-F dated March 31, 2005 on file with the United States Securities and
Exchange Commission in Washington, D.C. Although the Corporation has attempted to identify important factors that could cause actual results
to differ materially from those contained in forward-looking statements, there may be other factors that cause results not to be as anticipated,
estimated or intended. There can be no assurance that such statements will prove to be accurate as actual results and future events could differ
materially from those anticipated in such statements. Accordingly, readers should not place undue reliance on forward-looking statements.
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FINANCIAL INFORMATION AND CURRENCY

The financial statements of Yamana incorporated by reference in this short form prospectus are reported in United States dollars and have
been prepared in accordance with Canadian generally accepted accounting principles.

All currency amounts in this short form prospectus are expressed in United States dollars, unless otherwise indicated. References to "C$"
are to Canadian dollars. On July 15, 2005, the noon buying rate in the City of New York for cable transfers of Canadian dollars as certified for
customs purposes by the Federal Reserve Bank of New York was US$1.00 = C$1.22. References to "$R" are to Brazilian Reais. On July 15,
2005, the noon buying rate in the City of New York for cable transfers of Brazilian Reais, as certified for custom purposes by the Federal
Reserve Bank of New York, was US$1.00 = $R2.3.

The following table reflects the noon buying rate for the U.S. dollar in terms of Brazilian Reais on each of the dates set forth below, as
reported by the Federal Reserve Bank of New York:

June 30, December 31, February 27,
2005 2004 200410

(expressed in $R)

Noon Buying Rate 24 2.7 29

Note:

(6]
February 29, 2004, the last day of the Corporation's financial year, was a Sunday.

DOCUMENTS INCORPORATED BY REFERENCE

Information has been incorporated by reference in this short form prospectus from documents filed with securities commissions or
similar regulatory authorities in Canada (the "Canadian Securities Authorities"). Copies of the documents incorporated herein by reference
may be obtained on request without charge from the Chief Financial Officer of the Corporation at 150 York Street, Suite 1902, Toronto, Ontario,
MS5H 3855, telephone (416) 815-0220. These documents are also available through the Internet on the System for Electronic Document Analysis
and Retrieval, which can be accessed online at www.sedar.com. For the purposes of the Province of Québec, this simplified prospectus contains
information to be completed by consulting the permanent information record. A copy of the permanent information record may be obtained from
the Chief Financial Officer of the Corporation at the abovementioned address and telephone number.

The following documents, filed by the Corporation with the securities commissions or similar regulatory authorities in each of the
provinces of Canada, are specifically incorporated by reference into, and form an integral part of, this short form prospectus:

(@
the renewal annual information form ("Annual Information Form") of the Corporation dated March 28, 2005 for the
financial period ended December 31, 2004;

(b)
the information disclosed under the section entitled "The Corporation Overview of Business and Recent
Developments Chapada Project Chapada Technical Report" contained in the short form prospectus of the Corporation dated
November 2, 2004 (contained at pages 9 and 10 of the Corporation's prospectus dated November 2, 2004);

©
the audited comparative consolidated financial statements of the Corporation as at December 31, 2004 and February 29,
2004 and for the ten-month period ended December 31, 2004, and the years ended February 29, 2004 and February 28, 2003,
together with the notes thereto and the independent registered chartered accountants' report thereon;

()
management's discussion and analysis for the period ended December 31, 2004;

©



®
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the unaudited interim comparative consolidated financial statements of the Corporation as at March 31, 2005, and for the
three months then ended, with comparatives for the three months ended February 29, 2004, together with the notes thereto;

management's discussion and analysis for the three months ended March 31, 2005;

4
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(€9)

the audited comparative financial statements of the Fazenda Brasileiro Gold Mining Division of Companhia Vale do Rio
Doce ("CVRD") as at December 31, 2002 and 2001 and for the years ended December 31, 2002, 2001 and 2000, together
with the report of independent auditors thereon and the notes thereto, and the unaudited interim comparative financial
statements of the Fazenda Brasileiro Gold Mining Division of CVRD as at June 30, 2003 and for the six months ended
June 30, 2003 and 2002, together with the notes thereto (contained at pages FS 2-1 to FS 2-25 of the Corporation's
prospectus dated September 29, 2003);

(h)
the management information circular dated March 15, 2005 prepared in connection with the annual meeting of shareholders
of the Corporation held on May 3, 2005, other than the sections entitled "Composition of the Compensation Committee",
"Report on Executive Compensation", "Performance Graph" and "Corporate Governance Practices";

@
the material change report of the Corporation dated May 12, 2005 relating to the feasibility report results for the Sao Vicente
property. See "Recent Developments";

)
the material change report of the Corporation dated June 24, 2005 relating to the Warrant Amendment. See "Warrant
Amendment";

)
the management information circular dated June 28, 2005 prepared in connection with the special meeting of shareholders of
the Corporation to be held on July 28, 2005 relating to the Warrant Amendment. See "Warrant Amendment"; and

@
the management information circular dated June 28, 2005 prepared in connection with the meeting of Warrantholders to be
held on July 28, 2005 relating to the Warrant Amendment. See "Warrant Amendment".

Annual information forms, interim financial statements, annual financial statements, management's discussion and analysis,
management information circulars and material change reports (excluding confidential material change reports), all as filed by the
Corporation with the various securities commissions or similar regulatory authorities in Canada after the date of this short form
prospectus shall be deemed to be incorporated by reference into this short form prospectus. In addition, any similar documents filed on
Form 6-K or Form 40-F by the Corporation with the U.S. Securities and Exchange Commission (the ""SEC'") after the date of this short
form prospectus shall be deemed to be incorporated by reference into this short form prospectus, if and to the extent expressly provided
for in such reports on Form 6-K or Form 40-F.

Any statement contained in this short form prospectus or in a document incorporated or deemed to be incorporated by reference
herein shall be deemed to be modified or superseded, for purposes of this short form prospectus, to the extent that a statement contained
herein or in any other subsequently filed document that also is, or is deemed to be, incorporated by reference herein modifies, replaces
or supersedes such statement.

Any statement so modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this short
form prospectus. The modifying or superseding statement need not state that it has modified or superseded a prior statement or include
any other information set forth in the document that it modifies or supersedes.

The making of a modifying or superseding statement shall not be deemed an admission for any purposes that the modified or
superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an omission to state a
material fact that is required to be stated or that is necessary to make a statement not misleading in light of the circumstances in which
it was made.

ELIGIBILITY FOR INVESTMENT

In the opinion of Cassels Brock & Blackwell LLP, counsel to the Corporation, the Subject Shares, if issued on the date hereof, would be

qualified investments under the Income Tax Act (Canada) (the "Tax Act") and the regulations thereunder for trusts governed by registered
retirement savings plans, registered retirement income funds, deferred profit sharing plans and registered education savings plans.
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AVAILABLE INFORMATION

The Corporation files reports and other information with the Canadian provincial securities commissions. These reports and information are
available to the public free of charge on the System for Electronic Document Analysis and Retrieval (SEDAR) at www.sedar.com.

The Corporation is subject to the informational requirements of the United States Securities Exchange Act of 1934, as amended,
and in accordance therewith files reports and other information with the SEC. Under the multijurisdictional disclosure system adopted
by the United States and Canadian securities regulators, such reports and other information may be prepared in accordance with the
disclosure requirements of Canada, which requirements are different from those of the United States. The Corporation is exempt from
the rules under the Exchange Act prescribing the furnishing and content of proxy statements, and officers, directors and principal
shareholders are exempt from the reporting and short-swing profit recovery provisions contained in Section 16 of the Exchange Act.
Reports and other information filed by the Corporation may be inspected and copied at the public reference facilities maintained by the
SEC at 100 F Street, N.E., Room 1580, Washington, D.C. Copies of such materials can also be obtained at prescribed rates from the
Public Reference Section of the SEC at its principal office at Washington, D.C. Prospective investors may call the SEC at
1-800-SEC-0330 for further information regarding the Public Reference facilities. The SEC also maintains a website, at
http://www.sec.gov, that contains reports and other information filed by the Corporation with the SEC.

The Corporation has filed with the SEC a registration statement on Form F-10 under the United States Securities Act of 1933, as
amended, with respect to the Subject Shares. This short form prospectus does not contain all of the information that will be set forth in
any such registration statement, certain parts of which will be omitted in accordance with the rules and regulations of the SEC. For
further information with respect to the Corporation and the Common Shares, reference is made to the registration statement and the
exhibits thereto, which will be publicly available as described in the preceding paragraph.

CAUTIONARY NOTE TO UNITED STATES INVESTORS CONCERNING ESTIMATES OF MEASURED, INDICATED AND
INFERRED RESOURCES

This short form prospectus, including the documents incorporated by reference herein, has been prepared in accordance with the
requirements of securities laws in effect in Canada, which differ from the requirements of United States securities laws. This short form
prospectus, including the documents incorporated by reference herein, uses the terms "Measured", "Indicated" and "Inferred" Resources.
U.S. investors are advised that while such terms are recognized and required by Canadian regulations, the SEC does not recognize them.
U.S. investors are cautioned not to assume that all or any part of Measured or Indicated Resources will ever be converted into reserves.
U.S. investors are also cautioned not to assume that all or any part of an Inferred Mineral Resource exists, or is economically or legally
mineable.

THE CORPORATION

Incorporation

The Corporation was continued under the Canada Business Corporations Act by Articles of Continuance dated February 7, 1995. On
July 30, 2003, pursuant to Articles of Amendment, the name of the Corporation was changed from Yamana Resources Inc. to Yamana Gold Inc.
On August 12, 2003, the authorized capital of the Corporation was altered by consolidating all of the then issued and outstanding common
shares of the Corporation on the basis of one new Common Share for 27.86 then existing common shares.

The Corporation's head office is located at 150 York Street, Suite 1902, Toronto, Ontario, M5H 3S5 and its registered office is located at
2100 Scotia Plaza, 40 King Street West, Toronto, Ontario, MSH 3C2.

10
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Principal Subsidiaries

The following chart illustrates the Corporation's principal subsidiaries (the "Subsidiaries"), together with the jurisdiction of incorporation of
each company and the percentage of voting securities beneficially owned or over which control or direction is exercised by the Corporation:

As used in this short form prospectus, except as otherwise required by the context, reference to the "Corporation" or "Yamana" means,
collectively, Yamana Gold Inc. and the Subsidiaries.

Overview of the Business

The Corporation is currently engaged in the acquisition, exploration, development and operation of mineral properties in Brazil and
Argentina. In August 2003, the Corporation acquired the Sao Francisco, Sdo Vicente and Fazenda Nova/Lavrinha properties and the Chapada
copper-gold property in Brazil from Santa Elina Mines Corporation ("Santa Elina") and the Fazenda Brasileiro gold mine in Brazil from CVRD.
The Corporation also holds exploration gold properties in the eastern part of Santa Cruz Province in the Patagonian region of Argentina and the
Cumaru and Gradaus properties located in Para State, Brazil.

11
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The Chapada property and the Sdo Francisco property represent the future growth of the Corporation. The Corporation continues to develop
these properties with mining operations at Sdo Francisco expected to commence late in the fourth quarter of 2005 and mining operations at
Chapada expected to commence before the end of 2006. The Corporation's development activities include measures designed to maintain capital

12
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expenditures at levels contemplated in the feasibility studies for these properties. Most of the expenditures relating to Sdo Francisco and
Chapada are incurred in Brazilian Reais. Capital costs incurred in Brazilian Reais to May 31, 2005 and Brazilian Reais denominated capital cost
estimates for the balance of 2005 and 2006 compare favorably to feasibility study estimates denominated in Brazilian Reais. This is primarily
attributable to lower costs incurred in Brazil than originally estimated in the feasibility studies. However, the Corporation reports its capital costs
as reported in United States dollars and capital costs in United States dollars will largely depend on the foreign exchange rate realized. As a
result of actual Brazilian Reais costs being in line or less than feasibility study estimates, United States dollar denominated capital cost estimates
have not significantly increased over feasibility study estimates despite the fact that the Brazilian Real has strengthened considerably to the
United States dollar. Start-up capital spent to May 31, 2005 and estimated expenditures on these properties for the balance of 2005 and for 2006
expressed in United States dollars are set out in the table below.

Estimated
Spent
To May 31, 2005
2005 (Balance) 2006 Total
$(000s) $(000s) $(000s) $(000s)
Chapada $ 21,502 $ 84,089 $ 78,021 $ 183,612
Sao Francisco $ 10,619 $ 43,703 NIL $ 54,322

The capital cost estimates shown in the table above assume a foreign exchange rate of $R2.5=US$1.00 and $R2.7=US$1.00 for 2005 and
2006, respectively, which exchange rates are consistent with consensus estimates for these periods. The Corporation understands that the foreign
exchange forecast for 2006 is approximately $R2.7 = US$1.00. The original capital cost estimates in the feasibility studies for Sdo Francisco and
Chapada of $48 million and $179 million, respectively, assumed a foreign exchange rate of $R3.0=US$1.00. Almost 100% of Sao Francisco
capital costs and approximately 90% of Chapada capital costs are incurred in Brazilian Reais. The contingency amounts assumed in the
feasibility studies have largely absorbed the impact of the strengthening Brazilian Real.

The following summarizes the effects of certain foreign exchange rates on the capital costs currently projected for the Chapada property in
United States dollars.

Assumed Exchange

Rate

($R:US$) (2005 & Total Chapada Capital
2006) Costs
2.4:1 $195.4 million
3.0:1 $173.3 million

Of the total capital cost amounts for Chapada and Sao Francisco, approximately $65 million (in the case of Chapada) and $41 million (in
the case of Sdo Francisco) have been committed in completed contractual arrangements. The Corporation anticipates that almost all of the
capital costs attributable to S@o Francisco and more than 75% of the capital costs attributable to Chapada will be committed in contractual
arrangements by August 2005. With these expected commitments for capital costs and development of these properties, completion of
Sao Francisco is on track with the original construction schedule and Chapada is on track and may be ahead of the original construction
schedule. Completion of construction of the Sdo Francisco project is expected in the fourth quarter of 2005. Considerable advancements have
been made in the construction of the Chapada property, with completion of construction and commencement of mining operations at Chapada
now expected by the fourth quarter of 2006 as compared to the first quarter of 2007 as contemplated in the original construction schedule.
Proceeds from the exercise of the Warrants will provide additional funding which should permit the Corporation to advance the commencement
of mining operations at the Chapada property consistent with the revised construction schedule.

The Corporation expects to produce approximately 130,000 to 135,000 ounces of gold in 2005 and currently estimates that it will produce
more than 265,000 ounces of gold in 2006. These projections assume that mining operations at Sdo Francisco will commence late in the fourth
quarter of 2005. These projections do not include any production from the feasibility-stage Sdo Vicente project for which a construction decision
has not been made, the possible positive impact of coarse gold potential at the Sdo Francisco project or the acceleration of production at
Chapada.

13
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Production at the Fazenda Brasileiro mine is expected to be approximately 84,000 ounces of gold for 2005 and over 95,000 ounces of gold
in 2006. Production for the second half of 2005 and for 2006 is expected to be at higher levels than during the first half of 2005 as higher grade
ore zones are accessed. Production at the Fazenda Brasileiro mine for the second half of 2005 is expected to be approximately 46,000 ounces of
gold. Production for the first half of 2005 was at lower levels than those expected in the second half of 2005 as the Corporation processed lower
grade material while developing access to higher grade areas, including the newly discovered C-Quartz area. See "Recent Developments Newly
Discovered Area at Fazenda Brasileiro Mine". Subject to defining mineral reserves and resources based on results from a current drilling
program, mining of the C-Quartz ore body at the Fazenda Brazileiro mine is expected to commence in the fourth quarter of 2005 and is expected
to initially account for approximately 20% of production at the Fazenda Brasileiro mine. Cash costs at the Fazenda Brasileiro mine are expected
to decrease as higher grade material is processed in late 2005 and in 2006.

The Fazenda Nova mine is now producing at a level comparable to budget with 28,000 to 30,000 ounces of gold production estimated in
2005 and 30,000 to 35,000 ounces of gold production estimated in 2006.

Component cost increases at the Fazenda Nova and Fazenda Brasileiro mines have had and may continue to have an effect on overall cash
costs. In the case of Fazenda Brasileiro, costs per ounce of gold produced have increased also as a result of the processing of lower grade ore in
the first half of 2005. However, the most meaningful impact on cash costs denominated in United States dollars for both Fazenda Nova and
Fazenda Brasileiro is, and is expected to continue to be, foreign exchange rates. Whereas mining costs per tonne at Fazenda Brasileiro,
expressed in Brazilian Reais, have increased by only 6% during 2005, the foreign exchange rate in favour of the Brazilian Reais has increased
substantially more during the same period. As a result of these factors, particularly the current foreign exchange rate, cash costs for the second
quarter of 2005 and for fiscal year 2005 are not expected to be less than costs for the first fiscal quarter of 2005. The Corporation's previous
estimates of cash costs for 2005 were based on a foreign exchange rate of $R3.00 = US$1.00. At a blended rate of $R2.55 =US$1.00, cash costs
denominated in United States dollars would increase by approximately $45 to 50 per ounce.

Recent Developments
Sdo Vicente Feasibility Study

In May 2005, the Corporation announced the results of a feasibility study (the "Feasibility Study") completed in respect of its Sdo Vicente
gold project in Mato Grosso State, Brazil, prepared by Minerconsult Engenharia Ltda, incorporating specific data supplied by Independent
Mining Consultants, Inc., Kappes, Cassiday Associates and Metago. The Feasibility Study is summarized in a technical report on the Sao
Vicente Gold Project, Mato Grosso State, Brazil, dated as of June 16, 2005 (the "Technical Report"), prepared for the Corporation by Michael G.
Hester, Vice President and Principal Mining Engineer of Independent Mining Consultants, Inc. and by Ivan C. Machode, P.Eng., Principal of
TechoMine Services LLC, each of whom is a qualified person as defined in National Instrument 43-101. The feasibility study is an update to the
prior preliminary feasibility study completed by Watts, Griffis and McOuat Limited in July 2003, and was completed based on prior data
collected before the current exploration efforts of the Corporation at Sdo Vicente. The results of the Feasibility Study confirm an increase in
mineral reserves at Sdo Vicente of 26%, with an increase in forecast gold production of 25% to 174,380 ounces. The initial plan for Sdo Vicente
contemplated treating Sdo Vicente and S@o Francisco on a combined basis; however, the results of the Feasibility Study support the
Corporation's later conclusion that S@o Vicente can be constructed as a stand-alone project. Based on positive results to date from continuing
exploration at Sdo Vicente, the Corporation has decided to defer a formal construction decision pending further exploration results.

Newly Discovered Area at Fazenda Brasileiro Mine

In early June 2005, the Corporation announced the discovery of a new mineralized zone within the Fazenda Brasileiro mine in Bahia State,
Brazil. Results for the first seven of 22 drill holes were provided and all seven holes hit high grade intercepts starting at 48 metres depth and
located generally within 50 metres of existing mine workings. This C-Quartz discovery cross cuts the mine sequence and represents an entirely
new target type for the mine. The C-Quartz structure is currently being explored with a two-phase drilling program with results
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from the first phase expected in August 2005. Although these results are very encouraging, there is currently not enough data to support a
reserve or resource estimate at C-Quartz, and the Corporation cannot ensure that this discovery will result in additional reserves or resources at
Fazenda Brasileiro.

Exploration Update

The Corporation's exploration efforts in Brazil include: (i) further drilling at Ernesto, a property located approximately 65 kilometres south
of the Corporation's Sdo Francisco project, after an initial resource estimate was determined (measured and indicated resources of
845,566 tonnes at an average grade of 8.07 grams of gold per tonne and an inferred resource of 510,646 tonnes at a grade of 5.98 grams of gold
per tonne); and (ii) further drilling and bulk sampling at Sdo Vicente Deep South and at Maria Preta. Ernesto and Sao Vicente Deep South are
high priority targets on the Corporation's 750,000 hectares of mineral claims on the Santa Elina Gold Belt. Maria Preta is one of eight priority
targets on the Corporation's 150,000 hectares of mineral claims on the Rio Itapicuru Greenstone Belt.

Loan Update

On April 29, 2005, the Corporation drew down under i