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INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETI ON OR AMENDMENT.

Pursuant to Rule 424(b)(5)
Registration File No. 333-33237

DATED AUGUST 16, 1999

PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED OCTOBER 2, 1997)

$10,000,000

GOLDEN STAR RESOURCES LTD.

UP TO $8,000,000 PRINCIPAL AMOUNT OF 7.50% SUBORDINATED CONVERTIBLE DEBENTURES
DUE 2004
UP TO 4,000,000 UNITS REPRESENTING
4,000,000 COMMON SHARES AND WARRANTS TO PURCHASE 2)00,000 COMMON SHARES

CONVERTIBLE DEBENTURES
MATURITY; INTEREST

The debentures will mature on August 19, 2004 réttieis fixed at an annual rate of 7.50%. Inteieepayable on the debentures on February
15 and August 15 of each year, beginning on Feprifay 2000. Interest on the debentures will acfro®m August 19, 1999.

CONVERSION
The holder of a debenture has the option to corargrtpart of his debenture into common shares n€ompany at a conversion price of
$0.70 per common share, subject to adjustment.

REDEMPTION

The debentures may not be redeemed by us beforesd@§, 2002. On and after August 19, 2002, we radgem the debentures at a
redemption price as set forth herein if the clognagling price of the common shares as reporteti®close of business for any 20
consecutive trading days ending not more thanbiv&@ness days before the date the notice of redemigtgiven is equal to or greater than
125% of the conversion price stated above.

RANKING

The debentures are unsecured and will rank beHiirctiating and future senior indebtedness, anceffectively subordinated in right of
payment to all indebtedness and other liabilitiesw subsidiaries. As of June 30, 1999, we had@pmately $2.7 million of indebtedness
and our subsidiaries had approximately $0.9 milbbimdebtedness and other liabilities.

FOUR-YEAR WARRANTS
Each $1,000 principal amount of debentures entitlesiolder to warrants exercisable for 200 comstares at a price of $1.50 per share
until August 19, 2001, and $1.75 per share forémeaining two years until August 19, 2003.

LISTING
We will use our best efforts to list the debentwesa stock exchange in Canada.

UNITS
The units consist of one common share and oneebatimon share purchase warrant. The price peruf.6O0.

COMMON SHARES

Our common shares are traded on the American $&wckange under the symbol "GSR" and on the TorBiok Exchange under the
symbol "GSC." On August 12, 1999, the closing tngddrice of our common shares on the American Skbahange was $0.56 and the
closing trading price of our common shares on theiiito Stock Exchange was Cdn. $0.80.

WARRANTS
Each whole eighteen-month warrant is exercisabilerie@ of our common shares at a price of $0.7@foeriod of 18 months after the closing
of this offering.

ESCROW

Fifty percent of this offering is contingent updretclosing of the acquisition described in thisspextus supplement. Upon the closing of this
offering, the securities and 50% of the gross pedsewill be placed in escrow pending completiothefacquisition and the remaining 50%
the proceeds will be directly delivered to us. & do not complete the acquisition by December 2091then (1) the escrowed proceeds from
the sale of the units, plus interest thereon, élreturned to you, (2) the escrowed proceeds fhensale of the debentures will be delivere



us and all of the debentures will be delivereddun,yand we will then be required to repurchase 50%e principal amount of the debentures
from each of you pursuant to a special mandatatgmgption and (3) 50% of the units and 50% of the-fgear warrants will be delivered to
you and will remain outstandin

OVER-ALLOTMENT OPTION
We have granted to the agent an option, exercigalieto the closing of this offering, to place tgoan additional $2,000,000 principal
amount of debentures plus four-year warrants dsuaicover over-allotment options, if any.

INVESTING IN THESE SECURITIES INVOLVES CERTAIN RISK SEE "RISK FACTORS" BEGINNING ON PAGE S-11 OF BHI
PROSPECTUS SUPPLEMENT AND ON PAGE 6 OF THE ACCOMPANG PROSPECTUS.

Neither the Securities and Exchange Commissiorangistate securities commission has approved appisved these securities
determined if this prospectus supplement or thempanying prospectus is truthful or complete. Aagresentation to the contrary is a
criminal offense.

We expect the closing of this offering to occurAargust 19, 1999.

TD SECURITIES (USA) INC.



No person is authorized to give any informatioicomake any representations other than those cattar incorporated by reference in 1
prospectus supplement or the prospectus. If givenaale, such information or representations musbaaelied upon as having been
authorized. This prospectus supplement and theppotiss do not constitute an offer to sell or tHe#ation of an offer to buy any securities
other than the securities described in this prasggesupplement or an offer to sell or the solimtabf an offer to buy such securities in any
circumstances in which such offer or solicitatierunlawful. Neither the delivery of this prospecsupplement or the prospectus, nor any sale
made under this prospectus supplement or the pragpshall, under any circumstances, create anljdation that there has been no change
in our affairs since the date of this prospectymptement or that the information contained or ipowated by reference is correct as of any
time subsequent to the date of such information.
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FINANCIAL INFORMATION

Since May 1992, our reporting currency has beerthited States dollar. Historically, however, werdaaised a substantial amount of our
equity capital in Canadian dollars through offedmg Canada.

Financial information and the financial stateméragse been prepared in accordance with generalpaed accounting principles in Canada
("Canadian GAAP"). Differences between generallgegted accounting principles in the United StatesS. GAAP") and Canadian GAAP
are explained in the notes to our financial statés)en the notes to Bogoso Gold Limited's finahstatements and in the notes to the pro
forma financial information set forth in this prespus supplement.

All amounts in this prospectus supplement and ttempanying prospectus or incorporated by referéiecein or therein are expressed in
United States dollars, unless otherwise indicéRederences to "Cdn." are to Canadian dollars.

GOLD PRICES AND EXCHANGE RATES

The high and low closing trading price of gold pasvided by the New York Commodities Exchange ("CE), for the year ended
December 31, 1998 were $314.50 and $274.60, régplyctThe closing trading price per ounce of gqglited by the COMEX on August 12,
1999 was $261.70. See "Risk Factors--Declinesarptite of gold have an adverse effect on our spoitle and business plan."
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SUMMARY

THIS SUMMARY HIGHLIGHTS INFORMATION CONTAINED ELSEWHERE IN THIS PROSPECTUS SUPPLEMENT OR IN THE
PROSPECTUS. THIS SUMMARY DOES NOT CONTAIN ALL OF BHNFORMATION THAT YOU SHOULD CONSIDER BEFORE
INVESTING IN THE DEBENTURES OR THE UNITS. YOU SHOUD.READ THE ENTIRE PROSPECTUS SUPPLEMENT AND
PROSPECTUS

CAREFULLY AND THE FINANCIAL STATEMENTS AND THE RELATED NOTES INCORPORATED BY REFERENCE IN THIS
PROSPECTUS SUPPLEMENT AND THE PROSPECTUS. YOU SHOWLSO CONSIDER CAREFULLY THE INFORMATION SET
FORTH UNDER THE CAPTIONS "RISK FACTORS" AND "SPECIANOTE REGARDING FORWARD-LOOKING STATEMENTS" IN
THIS PROSPECTUS SUPPLEMENT AND THE PROSPECTUS.

THE COMPANY

Golden Star Resources Ltd. ("Golden Star," the "@amy" or "we") is an international gold and diamangbloration and development
company with a diverse portfolio of projects, an80&b non-operating equity interest in the Omai nim&uyana. The proposed acquisition
(the "Acquisition") of Bogoso Gold Limited ("BGL'feferred to below represents a major shift in augitess strategy from exploration and
development into gold production as a mine oper#&toor to the Acquisition, our core focus has beerthe acquisition, exploration and
development of gold and diamond projects and, if@priate, the execution of partnership arrangeseith major mining companies to
develop and operate mines. We currently have piojeararious stages of advancement in Guyanachr&uiana (through our
approximately 71% owned publicly-traded subsidi&yyanor Ressources S.A.), Suriname and BrazibirttfSAmerica, and in Ivory Coast
and Kenya in Africa.

THE ACQUISITION

BGL is the owner of an operating gold mine andteglaassets (the "Bogoso Property") located on #ieaAti Trend in the Republic of Ghana.
The outstanding common shares of BGL (the "BGL &idrare now owned as follows:

0 The Government of Ghana (10%)
o A consortium of banks (the "Banks") (90%)

The Banks acquired their ownership interest inBfi¢. Shares in exchange for a portion of the delgdt them by BGL. BGL owes a total
of approximately $33.6 million (the "BGL Debt") tertain of the Banks. See "The Acquisition--The éisdion Agreement--Overview." The
Acquisition involves the purchase of the BGL Sharemed by the Banks and all of the BGL Debt by nd Anvil Mining NL, a public
exploration and development company whose shaegsséed on the Australian Stock Exchange ("Anvilhe BGL Debt consists of
approximately $28.3 million of interest bearing tiplus accrued interest and $5.3 million of shalééoadvances ("Shareholder Advances")
made to BGL by one of the Banks. The Governme@iudna is entitled to receive approximately $460,00e Shareholder Advances to be
repaid by BGL. The remaining BGL Debt will be reghy BGL 100% to us and Anvil.

The Acquisition Agreement requires our company Andil to pay the Banks an initial purchase prices@® million on the day (the
"Acquisition Date") that we complete the Acquisitiand, if we commence commercial production frofplside mineralized material at the
Bogoso Property in the future, an additional paynoéi$5 million on the first anniversary of suchnmmencement. The Banks subsequently
agreed, subject to the approvals of their respedioards of directors, to reduce the initial pusehprice from $12 million to $6.5 million. In
addition, we and Anvil agreed to pay the Banks later date an additional top-up payment (the "Ump-
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Payment"). The Top-Up Payment will be equal to 383,multiplied by the amount, if any, by which #nerage daily price of gold between
the Acquisition Date and the top-up payment dateeds US$255 per ounce, up to a maximum of $1@millrrespective of the price of
gold, if we and Anvil acquire an additional minable reserve in Ghana that can be processed atsB@dilities equivalent to at least 50,000
ounces of gold, we and Anvil will pay the Banksan#refundable payment of $2 million that will bepéipd against any Top-Up Payment that
may become payable. See "The Acquisition--The Asitjan Agreement--Purchase Price."

Assuming the completion of the total offering caekby this prospectus supplement, and without gieifiect to the exercise of the Warrau
we expect to receive net proceeds, after deduappgoximately $1.3 million for agency fees and nffg expenses, of approximately $8.7
million. Any remaining cash requirements for the $iillion (or $6.5 million) initial purchase prider the acquisition will be funded out of
working capital. To the extent that the net proseeitthis offering are less than $6.5 million, wéend to borrow the balance of the initial
purchase price for the Bogoso Property under atdiaility (the "Credit Facility").

On completion of the Acquisition, the BGL Shared &GL Debt will be, directly or indirectly, owned #&ollows:

% of BGL Shares % of BGL Debt
Golden Star 70% 77.8%
Anvil 20% 22.2%
The Government of Ghana 10% Nil

The Acquisition represents a major shift in ouribess strategy. Prior to the Acquisition, we haigtdnically operated as an exploration and
development company rather than a production cognpéme Acquisition represents our initial move inbine operations. We are also
pursuing other mining opportunities including, vaith limitation, opportunities within Ghana.

We believe that we enhance our financial and opavaltflexibility by expanding our production adties through selective acquisition of
producing mines. The enhanced cash flows and liggyidovided by production activities can be useddver debt service, operations and
development costs while we consolidate and ratineaur exploration and development activities. Wend to continue to focus primarily

on the gold and diamond sectors, our historicasud expertise, within focused geographic are@sieve synergies and economies of scale
across separately acquired businesses.

As discussed in more detail under the captions 'Bdgoso Property--Reserves and Mineralized Maténa currently estimate that BGL's
mining operations have a life of approximately 1@mths based upon existing reserves of oxide amgditran ore at current rates of
production. Existing mineralized material, if coneal to reserves at historical conversion ratesjlavbe expected to extend the existing mine
life by up to 8 months, and sub-grade stockpileemalis expected to be sufficient for a further sionths of production, for total anticipated
mine life of up to 26 months, effective March 3999. During this time, we currently anticipate thash flow from operations will be
sufficient to fund the operating and exploratiostsoof the Bogoso Property, our debt service otiiga on the Debentures and on the Credit
Facility, if any.
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BGL also has existing sulphide mineralized matesfalpproximately 10.3 million tonnes grading 3rargs gold per tonne. While the type of
mineral process used by previous owners of the B@lperty to process sulphide ore at BGL proved eressful, we intend to re-examine
the feasibility of processing the sulphide minedi material using technology currently used ireothining operations on similar sulphide
mineralized material on the Ashanti Trend.

We are also considering various other transactioausoffer the potential to enhance our operatams financial flexibility at the Bogoso
Property. In particular, we are exploring other iminopportunities in the region of the Bogoso Propthat would provide us with the
opportunity to extend the mine life of the Bogosoperty.

RECENT DEVELOPMENTS
LIQUIDITY AND CAPITAL RESOURCES

As at June 30, 1999, we held cash and short teresiments of approximately $0.9 million as compdgedash and short term investments of
$11.0 million as at June 30, 1998 and $7.4 milasrat December 31, 1998. The June 30, 1999 cashdea¢xcludes $2.2 million of cash
provided as a deposit to a lending institution reslit support for a letter of credit issued by slestding institution for a $2.0 million deposit
for the Acquisition. The Banks may draw on the $Ribion letter of credit and retain the $2 millighwe breach our obligations under the
acquisition agreement for the purchase of the Bogyeperty. The letter of credit is cancelable anliimited circumstances. If the
Acquisition is not completed and we lose our depasir ability to continue as a going concern ccuddmaterially and adversely affected.
"Risk Factors--We currently lack adequate liquidityd capital resources.”

We currently anticipate consolidated total expameés of $2.9 million for the balance of 1999, befgiving effect to the Acquisition or costs
relating to the Acquisition and to this offeringitivconsolidated net expenditures of $2.8 milliiearecoveries from joint venture partners
and other working capital changes.

Based on current gold prices of approximately $286enues from the Bogoso Property are anticipatéd sufficient to cover all operating
and capital costs for BGL. Cash flow from the Bag@®soperty in excess of operating and capital csdtde used to pay interest and
principal on the BGL Debt purchased by us and ArMily remaining cash will be distributed to us tiga dividends on BGL common
shares. We will receive all of the interest anahg@ipal distributions from BGL until we recover thétial purchase price plus all associated
acquisition and financing costs incurred by usluding any purchase price adjustment for the adtiprisof the Bogoso Property. Based on
current gold prices, cash distributions to us fldagoso are expected to be sufficient to covernkerést on the Debentures and to fund
Golden Star's other operating requirements foeadtithe next 12 months.

If all of the necessary approvals from the Goveminoé Ghana are not provided or the Acquisitionas completed, although we will retain
50% of the offering proceeds for working capitaké will need to seek alternative sources of finag¢mcontinue to implement our business
strategy and fund our exploration and developmetitiies. To the extent we are unable to secuoh audditional financing, our ability to
continue as a going concern could be materiallyaahersely affected. See "Risk Factors--We cuiydatk adequate liquidity and capital
resources."”

S-4



MANAGEMENT CHANGES

Following completion of the Acquisition, Mr. Jama&skew, the President and Chief Executive Officeowf company, will become Chairm
of BGL's Board of Directors and Mr. Peter Bradfdite current Managing Director of Anvil, will becenManaging Director of BGL. Mr.
Colin Smith, formerly General Manager of Ashantil@igld's Obuasi mine, will continue in his role @asonsultant to BGL.

We also made important changes in our manageméatieiri 998 and 1999. Mr. Askew was appointed oasiBent and Chief Executive
Officer on March 8, 1999. Prior to joining us, Miskew was President and Chief Executive OfficeRafrock Resources, Inc. from
September 1998 to March 1999. From 1986 to 1996 Agkew served as President and Chief Executive€fbf Golden Shamrock Mines,
Ltd. Before being acquired by Ashanti Goldfieldsnlitied in October 1996, Golden Shamrock operatedranes, including two mines in
Ghana, and had a $20 million annual exploratiorgketidMr. Pierre Gousseland, Chairman of the Compame January 1, 1998, acted as
Chief Executive Officer during the interim periaallbwing Mr. David Fennell's resignation as Prestdend Chief Executive Officer on
October 27, 1998. In addition, our current Chiafdricial Officer will resign effective August 31,99 Our Controller and Chief Executive
Officer have begun to, and will continue to, assuesponsibility for most of the functions now cadiout by our Chief Financial Officer,
allowing for an internal succession to the lattpgsition.

GROSS ROSEBEL SCOPING STUDY

On August 5, 1999 we announced results of an intigely conducted scoping study for the potentiadadopment of a 5,000 tonne per day
heap leach operation at the Gross Rosebel praojeiiname which is 50% held by Golden Star and b§%ambior Inc. ("Cambior"),
manager and operator of the project under theiegisggreement with Golden Star. We updated thairgiblock model prepared by Camb
to reflect a $200 and a $250 gold price as wedlzopriate heap leach operating costs and cutaffes. The resulting estimate of
mineralized material (equivalent to measured adéated resources under Canadian and Australianitifefis) based on a $200 gold price is
approximately 9.8 million tonnes at a grade of @d@ms gold per tonne, including 10% mining dilutiaith a stripping ratio of 1.4 tonnes of
waste per tonne of mineralized material. The remykstimate of mineralized material based on @D%Hd price is approximately 26.8
million tonnes at a grade of 1.7 grams gold penégncluding 10% mining dilution, with a strippingtio of 1.6 tonnes of waste per tonne of
mineralized material. In both cases, over 97% efrévised mineralized material represents soft material.

On completion of both models, conceptual mine desigere created assuming an average gold pric258f hroughout the life of each
operation. In the case of the $200 model, thisltedin a six-year mine life. However, it also iaded a significant safety margin should the
gold price drop below $250 during the life of th@eaation. In the case of the $250 model, this tediuh a 16-year mine life.

Messrs. John Danio PE, an independent mining ctargubnd Herbert Osborne, an independent metathlrgonsultant, prepared the scog
study on the basis of the revised estimates of ralized material, previous metallurgical test wogkults and site visits. The project would
utilize conventional open pit mining techniquesfpened by a mining contractor. Given the tropicavieonment at the Gross Rosebel
property, the project budget includes the instaltadf rain covers over the heaps to control whtdances. The key elements of the process
plant contemplate a processing capacity of up t6®tonnes of mineralized material per day to awoodate possible production increases.
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In both cases, total estimated capital costs ®080 tonne per day heap leach operation at Grosskiel are approximately $27 million,
including costs of a feasibility study, construaticosts, owner's cost, a 10% contingency allowancenecessary working capital. Estimated
total operating costs, including royalties, for tifie of a mine based on the $200 and $250 per @uniceralized material estimates are,
respectively, less than $140 and $165 per oundal €osts, including capital, for the life of a mionder both scenarios are estimated to be
less than $190 per ounce.

The scoping study indicates the potential for comamaédevelopment of Gross Rosebel as a smallitively high grade, heap leach gold
operation, even at current gold prices. It is, hosvea preliminary study and more work is requipefore a final feasibility study can be
commenced, including further agglomeration testkytrad permeability tests and further heap desigrier balance, and solution
management studies. Golden Star has apprised Caaoflilee study and its results and discussionsiaderway between the parties regarding
the best approach to advance the project in li§thescoping study. Grassalco, the Surinamese stating company, has an option to
acquire a 20% interest in Gross Rosebel and wiihfiemed of the study and any further evaluatiarky

Mineralized material does not qualify under thetgdiStates Securities and Exchange Commissiona@sds being commercially minable
until further drilling, metallurgical work and otheconomic and technical feasibility factors bagpdn this work are resolved. Mineralized
material is reported only if the potential exigis feclassification to reserves following additibdalling and/or final technical, economic, and
legal factors have been determined for the project.

RIO TINTO JOINT VENTURE

Through our 71% owned subsidiary, Guyanor Resssusca., we have entered into a joint venture with Rnto Mining and Exploration
Limited with respect to all diamond exploration atel’elopment conducted in French Guiana. Undetetimes of the agreement, Rio Tinto
has an option to earn a 70% participating intdsggtinding exploration and development expendittwes total of $17 million or by having
reached a decision to commence with the developarehmining of diamonds in French Guiana, whichdiwst occurs. As part of its total
expenditure commitments, Rio Tinto must completei@imum expenditure of $750,000 by the first anrsagy of the agreement and incur
expenditures of not less than $3.75 million byfifte anniversary of the agreement.

RESULTS OF OPERATIONS

We incurred a loss for the second quarter of 1888lihg $4.0 million or 0.13 per share, compare@1® million or $0.04 per share during
the second quarter of 1998. During the second guaft1999, we recorded property abandonment chage write-downs of $3.3 million
compared to nil for the similar period of last year

For the six months ended June 30, 1999, we recedrnet loss of $4.3 million or $0.14 per shaompared to a loss of $1.9 million or
$0.06 per share for the similar period in 1998. iFeeeased loss in 1999 is primarily attributaloiéte increased property writedowns in 1999
of $3.3 million offset by decreased general andiathtnative expenditures.

BUSINESS STRATEGY

Our business strategy is to pursue, by way of e&pitn, development and acquisition, significar¢rasts in gold and diamond mines that
generate shareholder value in a low gold price
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environment. Our business strategy is dependetiteoavailability of adequate capital and is cormgatisf the following elements:

0 MERGERS AND ACQUISITIONS. In view of the curregwld market environment, we intend to focus ondeaions that offer the
potential to provide cash or cash flows. Such tatisns will be evaluated based on the then priegagold price. We continue to pursue new
opportunities and may, if warranted, make selecisguisitions, particularly when such acquisitioosmplement our shift toward emphasiz
production activities. Various transactions beingsidered include merging with other companiesaagisitions of operating mines, suct
the Bogoso Property.

0 JOINT VENTURES WITH MAJOR MINING COMPANIES. Wetend to continue to leverage our capital by entgititio partnership
arrangements with major mining companies that tihgaechnical skills and financial resources tolexgand develop existing mineral
exploration properties. This strategy enables usattsfer a portion of the business and finanésidsrassociated with particular projects to our
partners and, therefore, minimize our expendituBes.recently announced agreement with Rio Tinfmigxample of this strategy.

0 CONSOLIDATE EXPLORATION AND DEVELOPMENT ACTIVITIE. We plan to continue to rationalize our existiagtfolio of
exploration and development properties, advancirlg e most promising projects and generally réuyigeneral and administrative costs
wherever feasible. We also intend to evaluate aastradvanced projects to determine possible deredapscenarios using the existing gold
price. To preserve financial resources, early atetinediate stage exploration and development giofeave been or are being placed on
and maintenance.

THE OFFERING

Use of Proceeds..........ccoceeeenunenn. We inte nd to use approximately $6.5
million of the net proceeds from
this of fering, together with
existin g working capital, to
finance the Acquisition referred to
in this prospectus supplement. If
we rais e less than $6.5 million in
net pro ceeds from this offering, or
if we a re unable to reduce the
initial purchase price of the
Bogoso Property to approximately
$6.5 mi llion from $12 million, we
intend to borrow the balance of the
initial purchase price for the
Bogoso Property under the Credit
Facilit y. See "Use of Proceeds."
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THE UNITS

UNits(1) «oovveiiiiiiieeeeeeeeeeeen Each Un it consists of one Common
Share a nd one-half of one eighteen-
month w arrant (the "Eighteen-Month
Warrant ," and, together with the
Four-Ye ar Warrants, the "Warrants")
atnoa dditional cost. The price per
unit is $0.50. Each whole
Eightee n-Month Warrant entitles the
holder to purchase one common share
forap rice of $0.70 for a period of
18 mont hs after the closing of this
offerin g.

Common Shares Outstanding

Following the Offering................ 33,638, 231 shares, excluding
4,500,0 00 shares to be reserved for
issuanc e upon exercise of Warrants
issued to purchasers of common
shares and warrants held by the
lender under the Credit Facility.
This am ount excludes 3,907,924
shares to be reserved for issuance
pursuan t to other warrants and
employe e benefit and stock option
plans.

RATIO OF EARNINGS TO FIXED CHARGES

We have not had earnings as described in Rule t8#X 503 for any of the last five years. As suchharee had a deficiency in the ratio of

earnings to fixed charges as follows:

Ratio of Earnings
to Fixed Charges

Deficiency
June 30, 1999 $ 12,000
1998 $ 36,000
1997 $ 22,000
1996 $ 189,000
1995 $ 8,000
1994 $ -

Our head office is located at 1660 Lincoln Str&eitite 3000, Denver, Colorado 80264-3001, and agistered and records office is located at
19th Floor, 885 West Georgia Street, Vancouvetj®riColumbia V6C 3H4. The main telephone numbeswfhead office is (303) 830-
9000.

(1) Does not include up to 4,000,000 Units subje@n over-allotment option granted to the agenifySee "Plan of Distribution."
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RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE FOLLOWING RISKS WD THE RISKS SET FORTH IN THE ACCOMPANYING
PROSPECTUS AS WELL AS THE OTHER INFORMATION CONTAHD OR INCORPORATED BY REFERENCE INTO THIS
PROSPECTUS SUPPLEMENT AND THE ACCOMPANYING PROSPRELSIBEFORE PURCHASING THE DEBENTURES OR THE
UNITS.

WE CURRENTLY LACK ADEQUATE LIQUIDITY AND CAPITALRE  SOURCES.

We have limited financial resources. To date, amdife reasonably foreseeable future, our existmoration and development activities
have not generated, and are not expected to gensudistantial cash flows.

As at June 30, 1999, we held cash and short terasiments of approximately $0.9 million as compaocedash and short term investments of
$11.0 million as at June 30, 1998 and $7.4 milasrat December 31, 1998. The June 30, 1999 cashdeatxcludes $2.2 million of cash
provided as a deposit to a lending institution reslit support for a letter of credit issued by slestding institution for a $2.0 million deposit
for the Acquisition. The Banks may draw on the $Ribion letter of credit and retain the $2 millidghwe breach our obligations under the
acquisition agreement for the purchase of the Bogysperty. The letter of credit is cancelable dnliimited circumstances. If the
Acquisition is not completed and we lose our depasir ability to continue as a going concern ccuddmaterially and adversely affected.

The execution of our business strategy going fouwell require significant expenditures, includidgbt service on the Debentures and, tc
extent that the net proceeds from this offeringless than $6.5 million or we are unable to redhednitial purchase price to $6.5 million
from $12 million, on the Credit Facility. Followirthe Acquisition, such expenditures may exceedmees and free cash flows generated by
BGL and our other operations.

Although we will retain 50% of the gross proceetithes offering if we do not complete the Acquisiti, we would need to pursue other
capital raising activities. As stated in Note to consolidated financial statements for the figear ended December 31, 1998 incorporated
by reference in this prospectus supplement andiiraoaditors' report with respect to the financtatasments, the failure to raise additional
capital could materially and adversely affect opemtions and our ability to continue as a goingceon.

The current low world market price of gold adveyssffects our ability to obtain financing and there our abilities to develop our current
portfolio of properties. If these conditions pet$ts an extended period of time, we may, in thieife, be unable to continue our exploratio
development programs and fulfill our obligationglanour agreements with our partners or under etmjts and licenses. We cannot assure
you that in the future we will be able to obtaireqdate financing on acceptable terms. If we arélerta obtain such additional financing, '
may need to delay or indefinitely postpone furttvgploration and development of our properties. Assalt we may lose our interest in some
of our properties and may be forced to sell somauofproperties.

OUR COMMON SHARES MAY BE DELISTED.

We have been notified by the American Stock Exckeahgt we currently do not meet certain of its ocargd listing guidelines and that our
common shares may be delisted. Specifically, thedean Stock Exchange has identified the fact {i)ate have sustained losses in each of
the past five fiscal years accompanied by operatas outflows, (ii) if we were subject to U.S. GRAve would have received a going
concern opinion from our auditors for the fiscahyended December
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31, 1998, and (iii) our stock price has recentlgrb&ading below $1.00. The American Stock Exchdragedetermined to continue our listing
at least until November 15, 1999, when they wilifpen a further review of our financial conditioalfowing the filing of our Quarterly
Report on Form 10-Q for the fiscal quarter endept&aber 30, 1999. At that time, we expect to harapleted the Acquisition, which in
turn we expect will have a positive impact on anahcial condition. However, even if we complete fkcquisition, we cannot assure you
the American Stock Exchange will not determineebsd us. If we do not complete the Acquisitionsitikely that our common shares would
be delisted.

In connection with the Credit Facility, we issue800,000 common share purchase warrants to theelteYWe are required to list the shares
underlying the warrants with at least one of theefican Stock Exchange, the New York Stock Exchanmghe Nasdaq National Market or
Nasdaq Smallcap Market. If our common shares drstelé from the American Stock Exchange beforecthdier of (1) the sale of all of tr
shares underlying the warrants or (ii) June 9, 20@3will endeavor to list the shares on one ofdtier acceptable exchanges. However, if
our common shares are not accepted for listingnenad the other exchanges, we will be requiredaly g cash penalty to the Lender equal to
3% per month of the aggregate value of the sharderlying the Lender's warrants. In addition, if were required to pay this penalty for at
least six months, the Lender could require us pomehase its warrants or common shares at a prememthe fair market value of our
common shares. If we were required to pay this pasialty for several months or to repurchase thelegs warrants or common shares, it
would have a negative impact on our cash flow andccprevent us from meeting certain other of @narficial obligations. See "The
Acquisition--The Credit Facility--Share Registraticand "--Default Payments and Redemption."

If our common shares are delisted and are not é&ddpr listing on another exchange, trading in@mmon shares in the U.S., if any, might
then be conducted in the over-the-counter marketroelectronic bulletin board, or in what are comiyigeferred to as the "pink sheets."
There would likely be a less active trading mafketour common shares and you would then find iterdifficult to sell, or to quickly and
accurately obtain pricing information for, our commshares.

DECLINES IN THE PRICE OF GOLD HAVE AN ADVERSE EFFEC T ON OUR STOCK PRICE AND BUSINESS PLAN.

We described certain risks associated with fluatgegold prices under "Risk Factors--Risks Assamiatvith The Fluctuation of Gold Prices"
in the accompanying prospectus. The price of oaroon shares and our business plan have been anih rteeyfuture be significantly
adversely affected by recent or sustained declind®e price of gold. Gold prices often vary widelyd are affected by numerous factors
beyond our control, such as the sale or purchageldfby various central banks and financial ingitiins, inflation or deflationary conditions,
fluctuation of the United States dollar and foregymrencies, global and regional demand, and tfiggad and economic conditions of major
gold-producing countries throughout the world. Theakness of gold prices is illustrated in the failog table which sets forth the average of
the daily closing price per ounce for gold for geziods indicated:
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Year Ended
January 1, 1999 December 31,
10 e e

August 12, 1999 1998 1997 1996 1995 1994

$278.74 $294.30 $340.00 $388.00 $384.00 $384.00
At August 12, 1999, the closing price for gold v&§1.70 per ounce.
WE CONTINUE TO EXPERIENCE SUBSTANTIAL LOSSES.

We have reported net losses of approximately $2@lbn in 1998, $26.6 million in 1997, $7.8 millioin 1996, $12.2 million in 1995 and
$8.8 million in 1994. We expect to report a neslosthe current year and may incur losses inth&é. Future operating losses may make
financing our operations and our business strabeggising additional capital difficult or impos#h materially and adversely affecting our
operations and our ability to continue as a goinmgcern.

THROUGH THE ACQUISITION, WE ARE SHIFTING OUR BUSINE SS STRATEGY AWAY FROM MINERAL EXPLORATION
TOWARD AN EMPHASIS ON MINING OPERATIONS.

The Acquisition represents a shift in our busirstsstegy toward mining production rather than famg®n mineral exploration. We are also
currently pursuing other mining opportunities. Waynmot be successful in implementing this shifttirategy. Any business acquired,
including the Bogoso Property, may be difficulintegrate into our existing operations or may rexf@rm as well as expected. If we are
unable to successfully implement our businessegyatthis could have a material adverse effectwrfinancial condition and results of
operations.

Our shift in business strategy could strain our aggmial, financial and other resources. We alsmatassure you that this shift in business
strategy will not interfere with our existing opgoas. Following the Acquisition, we intend to opgr the Bogoso mine, a role in which we
have limited experience. The Acquisition will ademand substantial management resources and ftiegsbf our management focus away
from other business concerns.

WE MAY NOT BE ABLE TO REDUCE THE PURCHASE PRICE FOR THE ACQUISITION.

Although the Banks agreed to reduce the initiathase price from $12 million to $6.5 million, tligreement is subject to the approval of
their respective boards of directors. We can givassurance that the approvals will be given.dfdhprovals are not given, we and Anvil '
remain bound by the original $12 million initial ©ehase price. If the approvals are given and thialipurchase price is reduced, we and
Anvil will be required to pay at a later date anlidnal payment (the "Top-Up Payment") to the Banl to a maximum of $10 million. The
amount of the Top-Up Payment will depend on theaye daily price of gold between the Acquisitiori®and the Top-Up Payment date.

The Top-Up Payment will exceed the $5.5 millionuetibn in the initial purchase price if this avesagpld price exceeds $285 per ounce. See

"The Acquisition--The Acquisition Agreement--PurskaPrice."
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WE MAY NOT BE ABLE TO EXTEND THE LIFE OF THE MINE B EYOND EXISTING RESERVES.

Existing oxide and transition ore reserves at thgddo Property are expected to be sufficient totaai feed to the processing mill for
approximately 12 months, effective March 31, 199%] sub-grade stockpile material is expected tsulffecient for a further 6 months of
production. While existing mineralized materialc@inverted to reserves at historical conversioestas anticipated to extend mine life by up
to a further 8 months, there is no assurance tiddt siineralized material will ever be classified@serves or will prove to be economic. In
addition, the potential to discover additional exidineralized material and establish reservesnigdi. Actual results from mining and
processing existing resources of mill feed may differ materially from historical production rataad costs. Any of these factors could
result in our inability to generate sufficient cdklw to cover our operating and exploration expenen the Bogoso Property and to service
the Debentures and any amounts under the Credlitfavhich would adversely affect our financiadjiidity and results of operations.

THE TECHNOLOGY AND COST OF PRODUCTION OF SULPHIDEINERALIZED MATERIAL AT THE BOGOSO PROPERTY
MAY PROVE INFEASIBLE OR UNECONOMIC TO WARRANT PROGESING THE MATERIAL.

While sulphide mineralized material exists on thley8so Property, technology used by previous owtoepsocess sulphide ore has proved
unsuccessful. While we intend to re-examine thsilglity of processing the sulphide mineralized em&l using other proven technology,
there can be no assurance this would become feasiller any circumstances.

If we determine that mining of sulphide mineralizedterial is feasible, we would need to establiffigent reserves of sulphide ore to
justify establishing such an operation. There imssurance that such reserves exists, or candidisised. Furthermore, mining a

processing of sulphide ore would require signiftcamounts of capital necessary for the design andtouction of such an operation. We do
not currently have access to such capital and fgndiay be unavailable, whether from internal oemdl sources, in the necessary amounts
and on acceptable terms, or at all.

CASH FLOWS FROM OPERATION OF THE BOGOSO PROPERTY MA'Y BE INSUFFICIENT TO MEET OUR OBLIGATIONS.

Cash flows from operation of the Bogoso Property imainsufficient to cover future operating and lexgtion costs at the mine and to
service the Debentures and any amounts owing uhdeCredit Facility. In addition, operating and kxation costs could be materially
higher than previously estimated. Insufficient clistvs at BGL or higher than expected costs coakiilt in a significant deterioration in our
ability to conduct mining and exploration activitias well as significant penalties under the Ciealdility if drawn upon.

IF WE DO NOT COMPLETE THE ACQUISITION, WE WILL RETA IN 50% OF YOUR INVESTMENT AND RETURN THE
BALANCE TO YOU WITH INTEREST.

The completion of the Acquisition is dependent ymonong other things, the receipt of all prior aats of the Ghanaian government, a
process which could require several months to cetapFifty percent of your investment in this oiifey will be placed in escrow and will not
be released until immediately before the completibthe Acquisition to fund a portion of the initipayment for the Bogoso Property. If we
do not complete the Acquisition, we will returnytou your proportionate share of the escrowed pde&®m the sale of the Units with
interest, less any Canadian withholding taxes,vailidieliver to you your proportionate interest50% of the Units held in escrow. The
escrowed proceeds from the sale of the Debentuitelsendelivered to
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us, the Debentures will be released to you and ivderequired to repurchase 50% of the princgrabunt of the Debentures (on a pro rata
basis) pursuant to a special mandatory redemptiarparchase price equal to the principal amoutii®Debentures being purchased, plus
accrued and unpaid interest, and your proportioimdeest in 50% of the Four-Year Warrants heldsorow will be returned to you. We will
also retain 50% of the gross proceeds from thedafalee Debentures and Four-Year Warrants and tiissUThere can be no assurance as to
the duration of the governmental approval procesbat we will ultimately receive approval to corafd the Acquisition. See "The
Acquisition--The Acquisition Agreement--Conditiofs Closing" and "Description of the Convertible ligmtures--Special Mandatory
Redemption."

WE MAY HAVE INSUFFICIENT FUNDS AVAILABLE TO SERVICE OUR OBLIGATIONS UNDER THE DEBENTURES
AFTER THE ANTICIPATED MINE LIFE AT THE BOGOSO PROPE RTY EXPIRES.

We may experience difficulties in satisfying outightions under the Debentures because the miaatithe Bogoso Property is expected to
be shorter than the term of the Debentures. Cuyreme anticipate the mine life to be 26 monthsrirdarch 31, 1999 while the term of the
Debentures is five years. If we are unable to aktbe mine life beyond its anticipated usefulnasare not successful in generating sufficient
free cash flow from other operations or sources ability to repay amounts outstanding under thedd¢ures would be materially and
adversely affected.

OUR OBLIGATIONS FOLLOWING THIS OFFERING MAY STRAIN OUR FINANCIAL POSITION AND IMPEDE OUR
BUSINESS STRATEGY.

After this offering, we will have a significant amnat of indebtedness under the Debentures and, tpdtenthe Credit Facility. This
indebtedness may have important consequencesdinglthe following:

o0 increasing our vulnerability to general adversgnemic and industry conditions;

o limiting our ability to obtain additional finamgj to fund future working capital, capital expendits, operating and exploration costs and
other general corporate requirements;

o requiring us to dedicate a significant portioroaf cash flow from operations to make debt sergiygments, which would reduce our abi
to fund working capital, capital expenditures, @y and exploration costs and other general catpaequirements;

o limiting our flexibility in planning for, or reding to, changes in our business and the induatrg;
o placing us at a disadvantage when compared & thbour competitors that have less debt relatibeir capitalization.

THE PAYMENT OF PRINCIPAL AND INTEREST ON OUR INDEBT EDNESS IS DEPENDENT ON THE ABILITY OF OUR
SUBSIDIARIES AND JOINT VENTURES TO MAKE DISTRIBUTIO NS TO US.

We are a holding company that conducts a signifiaamount of our operations through foreign (Africard South American) subsidiaries i
joint ventures, and substantially all of our assetssist of equity in such subsidiaries and joertures. Accordingly, we are and will
dependent on our ability to obtain funds from aubrssdiaries and joint ventures to service our ine@ébess, including the Debentures and the
Credit Facility, if drawn upon.
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PAYMENT OF PRINCIPAL AND INTEREST ON THE DEBENTURES JUNIOR IN RIGHT OF PAYMENT TO EXISTING AND
FUTURE SENIOR DEBT, AND EFFECTIVELY JUNIOR IN RIGHDF PAYMENT TO THE OBLIGATIONS OF OUR SUBSIDIARIES.

The Debentures will be unsecured and subordinatedfit of payment in full to all existing and fueuSenior Indebtedness of our company.
As a result of such subordination, in the evera bankruptcy, liquidation or reorganization of company or upon acceleration of the
Debentures due to an event of default, our assatitdvbe available to pay obligations on the Deberstonly after all Senior Indebtedness
been paid in full, and there might not be suffitiassets remaining to pay amounts due on any of #ie Debentures then outstanding. The
Debentures are structurally subordinated to th®lifies, including trade payables, of our subsidis.

The indenture governing the Debentures does néilgitar limit the incurrence of Senior Indebtedsies the incurrence of other indebtedi
and other liabilities by our company or our suleiidis, and the incurrence of additional indebteslia@si other liabilities by us or our
subsidiaries could adversely affect our abilityptry our obligations on the Debentures. At March1®B9, we had approximately $2.5 million
of outstanding consolidated Senior Indebtednesandubsidiaries had approximately $1.0 millioroafstanding indebtedness. We may
from time to time incur additional indebtednessukling Senior Indebtedness, and our subsidiargasfrom time to time incur other
additional indebtedness and liabilities. See "Dipion of the Debentures--Subordination” and "Us@mmceeds."

A COURT COULD TAKE ACTION DETRIMENTAL TO THE INTERE ST OF HOLDERS OF THE DEBENTURES.

The rights of the trustee under the indenture guagrthe Debentures to enforce remedies are lilcebe significantly impaired by the
restructuring provisions of applicable Canadiarefatibankruptcy, insolvency and other restructutaggslation if the benefit of such
legislation is sought with respect to our compdror. example, both the Bankruptcy and Insolvency (@a@nada) and the Companies'
Creditors Arrangements Act (Canada) contain promsienabling an "insolvent person” to obtain a sfgyroceedings against its creditors
and others and to prepare and file a proposaldosideration by some or all of its creditors tovbéed on by the various other classes of its
creditors. Such a restructuring proposal, if acegfiiy the requisite majorities of the creditors Hrapproved by the court, would be binding
on persons (such as holders of the Debenturesywigiat not otherwise be willing to accept it. Moreoythis legislation permits, in certain
circumstances, the insolvent debtor to retain @sése and administration of its property, even tioit may be in default under the
applicable debt instrument.

The powers of the court under the Bankruptcy asdlirency Act and particularly under the Compari¥editors Arrangements Act have k
exercised broadly to protect a restructuring erfitiiyn actions taken by creditors and other paréd&sordingly, it is impossible to predict if
payments under the Debentures would be made fallpedommencement of or during such a proceedingtheher when the trustee could
exercise its rights under the indenture or wheséimel to what extent holders of the Debentures wbaldompensated for any delays in
payments, if any, of principal and interest.

IT MAY BE DIFFICULT TO RESELL THE DEBENTURES.

Prior to this offering, there has been no tradiragkat for the Debentures. We will use our bestr&dfto list the Debentures on an exchange in
Canada. However, we may not be successful. Althdbglagent has advised us that it currently intéodsake a market in the Debentures, it
is not obligated to do so and may discontinue snalket making at any time without notice.
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In addition, such market making activity will bebgect to the limits imposed by the Securities Alc1®33 and the Securities Exchange Act of
1934. Accordingly, there can be no assurance thahwarket for the Debentures will develop or, ieaipes develop, that it will be
maintained. This would be particularly true if we ot complete the Acquisition and only 50% of Bebentures remain outstanding
following the termination of the Acquisition. If @attive market for the Debentures fails to develppe sustained, the trading price of the
Debentures could be materially adversely affected.

DIFFICULTIES IN PRESERVING RELATIONS WITH EMPLOYEES AT BGL COULD HAVE AN ADVERSE EFFECT ON OUR
FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

Thirty-two percent of the staff at BGL currently kdn the mining department and all of the junitafsare members of the Ghana
Mineworkers' Union. The management at BGL are prthgs@nvolved in the renegotiation of the colle@iagreement covering the junior staff.
In the event those or other future staff membenewe engage in a strike or other work stoppageaise of disagreement over the collective
agreement or otherwise, we could experience afgignt disruption of our operations at the BogosopRrty and higher ongoing labor costs,
which could have a material adverse effect on asirtess, financial condition and results of opereti

THE TAX IMPLICATIONS OF THE ACQUISITION ARE NOT FRE E FROM DOUBT.

Although we have analyzed the tax implicationshef &cquisition of the Bogoso Property and beliéa there is no tax impact in Ghana,
there can be no assurance that the Governmentafa3hill not reach a different conclusion and assetmx on the acquisition. If we were
subject to taxation on the acquisition by the Ghemgovernment, it could materially and adverséiga our cash flow projections.

WE ARE SUBJECT TO CHANGES IN THE REGULATORY ENVIRON MENT IN GHANA.

Our mining operations and exploration activitie$Ghana will be subject to extensive regulation gowvgy licensing, development,
production, exports, taxes, labor standards, odougs health and safety, water disposal, toxicssatices, environmental protection, mine
safety and other matters. Compliance with thesalagign increases the costs of planning, desigrdntiing, developing, constructing,
operating and closing mines and other facilitieg Mélieve that BGL is currently in substantial cdiampce with current laws and regulations.
However, such laws and regulations are subjeabibstant change. Amendments to current laws andatgus governing operations and
activities of mining companies or more stringenpiementation or interpretation thereof could haveaderial adverse impact on us, cause a
reduction in levels of production and delay or gr@vthe development our expansion of the Bogospe?typ.

Government regulations limit the proceeds from ggaltes which may be withdrawn from Ghana. Changesgulations which increase these
restrictions would have a material adverse impaai®as the Bogoso Property will be our princigalhcgenerating asset.

WE ARE SUBJECT TO FLUCTUATIONS IN CURRENCY EXCHANGE RATES.

We conduct all of our exploration and developmartauntries other than Canada and the United Steliesh of our funding has historically
been through equity financing transactions comgl@ie€Canada and in Canadian currency. We curreméiytain all or the majority of our
working capital in U.S. dollars or U.S. dollar demoated securities and convert funds to foreigmengies as payment obligations come due.
In addition, we currently have future obligationkigh
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are payable in French francs and receivables ¢illedén French francs. Finally, a significant port of the operating costs at the Bogoso
Property are based on the Ghanaian currency, tis.@GL is currently required to convert only 2@¥the foreign exchange proceeds that
BGL receives from selling gold into Ghanaian Cebig, the Government of Ghana may require BGL tovedra higher percentage of such
sales proceeds into Ghanaian Cedis in the future.

We currently do not actively take steps to hedgsres currency exchange risks. Accordingly, wesatgiect to fluctuations in the rates of
currency exchange between the U.S. dollar and thw@sencies, and such fluctuations may materidflgca our financial position and results
of operations.

THE REGULATORY FRAMEWORK IN GHANA MAY DELAY THE COM  PLETION OF THE ACQUISITION.

The Government of Ghana imposes close control thesownership and control of the shares and extdetas of Ghanaian mining
companies. We and Anvil may not complete the Adtjaisuntil the Acquisition has been approved bg Minister of Mines and Energy and
the Bank of Ghana. We have received the necesparpwals for the acquisition of the BGL Shares, lme not yet received the approval
required from the Bank of Ghana for the acquisitibthe BGL Debt, and can give no assurance that approval will be received in time or
at all.

THE GOVERNMENT OF GHANA HAS THE RIGHT TO PARTICIPAT E IN THE OWNERSHIP AND CONTROL OF BGL.

The Ghanaian government currently has a 10% camtecest in BGL. The Ghanaian Government alsothasight to acquire an additional
20% equity interest in BGL for a price to be detiered by agreement or arbitration. There can bessarance that the government will not
seek to acquire an additional equity interest érttine, or as to the purchase price that the Gavenhof Ghana will pay for any additional
equity interest. A reduction in our equity interestild reduce our income or cash flows from BGlthar Bogoso Property and amounts
available for reinvestment or distribution. The @ovment of Ghana also has the right to receiveeaiahshare of BGL that will entitle it to
receive notices of and attend but not vote at mgstof the BGL shareholders and that will requiie Government of Ghana to consent to
certain transactions. See "The Bogoso Property-ifigiRegime."

OUR INSURANCE COVERAGE MAY BE INSUFFICIENT.

Although we maintain insurance in amounts whichb&keve to be reasonable, this insurance may nardabe risks associated with our
business. We may also be unable to maintain inseramcover these risks at economically feasibdéenmums. Such insurance may not
continue to be available or may not be adequatever any resulting liability. Moreover, insuraragainst risks such as environmental
pollution or other hazards as a result of exploratind production is not generally available t@uto other companies in the industry on
acceptable terms. We might also become subje@hdity for pollution or other hazards which wenget insure against or which we may
elect not to insure against because of premiunsarsdther reasons. Losses from such events ma&sg eeto incur significant costs that
could have a material adverse effect upon our Girsuperformance and results of operations.

WE HAVE HAD TO RESTATE ESTIMATES OF MINERALIZED INV ENTORIES IN THE PAST.

We described certain risks and uncertainties intténeestimating reserves and mineralized inveatounder "Risk Factors--Uncertainty of
Reserve and Other Mineralization Estimates" indbeompanying prospectus. In the past, we havedchealise certain estimates we made in
calculating

S-18



mineralized inventory at two of our projects. Cansently, we prepared new estimates and put coritrgdiace to address past estimation
methods. However, we cannot assure you that ressmour estimates will not be required in theifet

REDUCED ESTIMATES OF RESERVES AND DELAYS IN DEVELOP MENT DUE TO RECENT DECLINES IN THE PRICE OF
GOLD.

We described certain risks associated with fluatgegold prices under "Risk Factors--Risks Assaaiatvith The Fluctuation of Gold Prices"
in the accompanying prospectus. In the past yeaesaf these risks have materialized because oftincd decline in world gold prices.
Accordingly, over the last year, we have reducedetimates of our reserves on various propefiiesse reductions reflect our decision to re-
estimate our reserves using significantly lowedgmices. If gold prices continue at current levaislecline further we may initiate additional
significant write-downs of these reserves.

In addition, because of continued lagging goldgsiwe have postponed development of the Gross Blgsedject. Should gold prices remain
at their current levels or decline further for attemded period, we may further postpone developmae@tross Rosebel.

RECENT DECLINES IN THE PRICE OF GOLD REQUIRE A HEDG ING PROGRAM AGAINST GOLD
PRODUCTION AT THE BOGOSO PROPERTY.

Upon completion of the Acquisition, BGL intendsdstablish a hedging program against the produdfigold. Gold prices may decline
further and the implementation of any hedging progmay not serve to protect adequately againse ttheslines. In addition, if unsuccessful,
the costs of any hedging program may further de@&L's financial resources.

Although the hedging program may protect us frofurther decline in the price of gold, it may alseyent us from benefiting fully from
price increases up to a specific level. For examgdeart of the hedging program, we may be oldiyéd sell gold at a price lower than the
then-current market price. This result may advgraéfect our ability to generate sufficient castwilat a specified price level in order to pay
any top-up payment.

THE PRICE OF GOLD MAY IMPACT THE PURCHASE PRICE FOR THE BOGOSO PROPERTY.

If the initial purchase price is reduced to $6.8iom, we and Anvil will be required to make a T4Jp Payment to the Banks. The amount of
the Top-Up Payment depends on the average dadg pfigold. Our company has agreed to fund any OpjRayment that may become
payable. We will be required to make a non-refuhelghyment equal to 50% of the estimated Top-Uprieay one year after the Acquisition
Date based on the average daily gold price foptitr year. If the average price of gold decreasdsstantially after that date, we will have
paid more money for the Bogoso Property than wehtriigve otherwise paid if the Top-Up Payment weaglenin full on the second
anniversary of the Acquisition Date.

WE HAVE EXPERIENCED SEVERAL MANAGEMENT AND PERSONNE L CHANGES.

We described certain risks associated with our d@ece on key personnel under "Risk Factors-Depmad®n Key Personnel” in the
accompanying prospectus. Due to recent changas imanagement structure adopted by the Board @icirs in October 1998, certain key
personnel referred to no longer work for Golderr.Staese include our former President and Chiefchtiee Officer, David A. Fennell, who
resigned in October 1998, and our former Execufiice President,
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Exploration, Adrian Fleming, who resigned in Novemnt998. James E. Askew was appointed PresidenChied Executive Officer on
March 8, 1999, prior to which time Pierre Goussdlaarved as Acting Chief Executive Officer. Thediions previously carried out by Mr.
Fleming are now delegated to several of our othgsleyees. In addition, our current Chief Finan€dficer will resign effective August 31,
1999.

WE FACE POLITICAL RISKS IN FRENCH GUIANA.

French Guiana has no history or tradition of lasgale commercial mining. Regulatory risk may inseeas projects become more advanced
and applications are made for all of the variousnits required to develop a modern mining operatidris risk includes regulatory-related
delays and/or failures to receive required perrfitsnch Guiana's mining tradition is small-scallevéal gold mining, which began in 1855
and is reported to have resulted in approximatefyniillion ounces (175 tonnes) produced since. &lsasall-scale miners, called orpailleurs,
often operate in or near the area being explore@upyanor as well as areas most other firms actierplore. Certain groups of orpailleurs
have organized and represent a political forcellptaat has sought to gain exclusive preferencedar-surface mineralization throughout
French Guiana, regardless of the legal rights gifilaate permit holders under French law. The issafeorpailleurs preference to nearface
mineralization is a political risk specific to FdnGuiana that could lead to project delays andi&putes regarding the rights to the near-
surface portion of commercial gold deposits in EreGuiana.

YOU MAY BE SUBJECT TO ADVERSE TAX CONSEQUENCES IF WE ARE CLASSIFIED AS A PASSIVE FOREIGN
INVESTMENT COMPANY.

Under the United States Internal Revenue Code 86.1®e may be classified as a passive foreign tnvest company (a "PFIC"). United
States shareholders of a PFIC are subject to nexthierse tax consequences, as discussed belowofkequences can be mitigated, under
certain circumstances, if the United States shddenhonakes a timely election to treat our compasg aqualified electing fund” (a "QEF").

We have been advised by PricewaterhouseCoopersHdtRve should not be treated as a PFIC with regpeshares purchased by United
States shareholders during the years 1993 thro8@8, hithough we could potentially be a PFIC wibpect to shares acquired by United
States shareholders prior to 1993. We also interehgjage PricewaterhouseCoopers LLP, or such ativisor, in the future to analyze
whether we are a PFIC in 1999 and subsequent gedrwill continue to notify shareholders of theulesof such future analyses.

There can be no assurance, with or without givifgceto the contemplated Acquisition, as to whethrenot PricewaterhouseCoopers LLP,
or such other advisor, will conclude that we aRFC for such period. Moreover, even if Pricewateise Coopers LLP, or such other advi

concludes that we are not a PFIC, its conclusiomidinding on the United States Internal ReveBervice. Accordingly, it is possible that
the PFIC rules will apply with respect to the Detoees and Units purchased in this offering.

You are urged to consult your own tax advisor atleeitadvisability of making a QEF election withpest to our company and about the
possibility of crediting Canadian taxes paid agauhsited States taxes payable. See "Certain Uiditates Federal Income Tax
Considerations" in this prospectus supplement atdd accompanying prospectus and "Market for thgigtrant's Common Equity and
Related Stockholder Matters--Certain United Staieesme Tax Considerations" in our
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Annual Report on Form 10-K for the year ended Ddmam31, 1998, incorporated by reference in thispectus supplement and in the
accompanying prospectus.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Statements that are not historical facts contagrédcorporated by reference in this prospectupkaupent and the accompanying prospectus
are forward-looking statements. Such forward-loglétatements include statements regarding:

o the timing, costs and terms of the Acquisitiod #re financing of the Acquisition;

o the impact the Acquisition has on our future iliiy, cash flows, financial requirements, opergtiasults and capital resources;
o the operational and financial performance of BGllowing the Acquisition;

o targets for gold production;

o the impact of our shift in business strategy;

0 cash operating costs and expenses;

0 percentage increases and decreases in prodérctiorour mines;

o schedules for completion of detailed feasib#itydies and initial feasibility studies;

o potential increases in reserves and production;

o the timing and scope of future drilling and otbgploration activities;

0 expectations regarding receipt of permits andrmencement of mining or production;

o the factors set forth under the caption "Riskt&iat in this prospectus supplement, the prospeartdsin our Report on Form 10-K for the
year ended December 31, 19

o0 anticipated recovery rates; and
0 potential acquisitions or increases in propentgrests.

Factors that could cause our actual results tediffaterially from these statements include changgsld prices, unanticipated grade
recovery, geological, metallurgical, processing:ess, transportation of supplies, water availgbditother problems, results of current and
future exploration activities, results of pendimglduture feasibility studies, changes in projeatgmeters as plans continue to be refined,
political, economic and operational risks of foremperations, joint venture relationships, avaligbof materials and equipment, the timing
of receipt of governmental permits, capitalizatiord commercial viability, the failure of plant, égment or processes to operate in
accordance with specifications or expectationsidacts, labor disputes, delays in staptdates, environmental costs and risks, the olgamf
acquisition negotiations and general domestic atetnational economic and political conditions.
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These and other factors are discussed in "RisloFgtt'The Acquisition," "The Bogoso Property," diRecent Developments” in this
prospectus supplement and "Risk Factors" in therapanying prospectus. You are cautioned not taipdtie reliance on forward-looking
statements. We disclaim any intent or obligationpgdate publicly these forward-looking statementsether as a result of new information,
future events or otherwise.

THE ACQUISITION
OVERVIEW OF ACQUISITION

The Bogoso Property is an operating gold mine k& Ghana, a country situated on the west cdasfrica. BGL, a Ghanaian company,
owns the Bogoso Property. The Government of Ghames d0% of the BGL Shares. A consortium of Banksesented by the International
Finance Corporation ("IFC") owns 90% of the BGL &fsa BGL owes the BGL Debt of approximately $33ibiom to two of the Banks. In
the Acquisition, we and Anvil propose to acquireedtly or indirectly all of the BGL Shares ownedthyg Banks and all of the BGL Debt. 1
BGL Debt consists of approximately $28.3 millionioterest-bearing debt plus accrued interest an8 ®ilion of Shareholder Advances
made to BGL. The Government of Ghana is entitlectt@ive approximately $460,000 of the Sharehofdlrances to be repaid by BGL. We
and Anvil will be entitled to receive 100% of thenmaining BGL Debit.

The Acquisition involves the payment of an inifiairchase price on the Acquisition Date and one aneradditional subsequent payments if
certain events occur. We and Anvil originally agtée pay the Banks an initial purchase price of 8iillon and an additional $5 million if

we commence commercial production from sulphideardtized material at the Bogoso Property in tharfutHowever, subject to the
approval of the respective boards of directordhefBanks, the Banks subsequently agreed to retiedaitial purchase price to $6.5 million
and we agreed to pay an additional Tgp-Payment to the Banks either if the average gailye of gold between the Acquisition Date and
Top-Up Payment date exceeds $255 per ounce, @& &wl Anvil acquire in Ghana an additional minabkereserve that can be processed at
BGL's facilities equivalent to at least 50,000 cesof gold. See "The Acquisition--The Acquisitiogrdement--Purchase Price."

Assuming the completion of the total offering caebby this prospectus supplement, and without gieiffiect to the exercise of the Warrau
we expect to receive net proceeds, after deduappgoximately $1.3 million for agency fees and nffg expenses, of approximately $8.7
million. The remaining cash requirements for thiddahpurchase price for the Acquisition, includiagy purchase price adjustment, will be
provided by existing working capital. To the extémit the net proceeds of this offering are leas $6.5 million, or we are unable to reduce
the initial purchase price to $6.5 million, we imtieto borrow, or arrange for one of our affiliate$orrow, the difference under the Credit
Facility for purposes of paying the initial purchawice.

PURPOSES AND EFFECTS OF THE ACQUISITION

On completion of the Acquisition, the BGL Shared &GL Debt will be owned directly or indirectly &sdllows:

% of BGL Share s % of BGL Debt
Golden Star 70% 77.8%
Anvil 20% 22.2%
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% of BGL Share s % of BGL Debt

The Government of Ghana 10% Nil

The Acquisition represents a major shift in ouribess strategy. Prior to the Acquisition, we haigtdnically operated as an exploration and
development company rather than a production cognpéme Acquisition represents our initial move inbdine operations. We are also
pursuing other mining opportunities including, waith limitation, opportunities within Ghana.

We believe that we may enhance our financial aretainal flexibility by expanding our productioatiities through selective acquisition

of producing mines. The enhanced cash flows anidity provided by production activities can be dise cover debt service, operations and
development costs while we consolidate and ratineaur exploration and development activities. Wend to continue to focus primarily

on the gold and diamond sectors, our historicasad expertise, within focused geographic areasldeve synergies and economies of scale
across separately acquired businesses.

As discussed in more detail under the captions 'Bdgoso Property--Reserves and Mineralized Maténa currently estimate that BGL's
mining operations have a life of approximately 1@nthhs based upon existing reserves of oxide amgditian ore at current rates of
production. Existing mineralized material, if conegl to reserves at historical conversion ratesjlévbe expected to extend the mine life by
up to 8 months, and sub-grade stockpile materiexjgected to be sufficient for a further 6 monthproduction, for a total anticipated mine
life of up to 26 months, effective March 31, 198@iring this time, we currently anticipate that céislw from operations will be sufficient to
fund the operating and exploration costs of theddogProperty, the debt service obligations on tekdbtures and on the Credit Facility, if
any. On a longer term basis, we hope to examiné&tmability of introducing a new sulphide miningdaprocessing operation for the sulphide
mineralized material.

We are also considering various other transactiossoffer the potential to enhance our operatams financial flexibility at the Bogoso
Property. In particular, we are exploring other iminopportunities in the region of the Bogoso Propthat would provide us with the
opportunity to extend the life of the Bogoso PropeBee "The Bogoso Property--Reserves and MirrsdIMaterial.”

HEADS OF AGREEMENT WITH ANVIL
OVERVIEW

We entered into a Heads of Agreement (the "Anvitelgnent™) with Anvil under which we and Anvil, puesnt to a joint venture or other
arrangement that we and Anvil will establish, agreeacquire the BGL Shares and the BGL Debt amdaip the Bogoso Property jointly.
Our company will hold a direct or indirect 77.8%srest ("Participating Interest") in, and Anvil hlold a direct or indirect 22.2%
Participating Interest and our company will conttbe arrangement.

LOAN TO ANVIL

Our company or one of our affiliates will providié af the funds for the initial purchase price asttier acquisition costs for the Acquisition,
including any costs associated with the Creditlfg@r any purchase price adjustment (collectivehe "Bogoso Acquisition Costs"). We or
our affiliate will provide Anvil or one of its affates a loan (the "Anvil Loan") to fund Anvil's ate of the
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Bogoso Acquisition Costs. We will charge Anvil irgst at a rate of 15% per year compounded monMiilyf the cash distributions from the
Bogoso Property, including Anvil's share, thataoépaid to the Government of Ghana, will be paiddr company until we have received
of the Bogoso Acquisition Costs.

SECURITY FOR ANVIL LOAN

Anvil will grant a security interest over Anvil'saRicipating Interest in the BGL Shares and BGL Dahd will also cause BGL to grant a
security interest in all of BGL's assets, includihg Bogoso Property. In the event we or our atfilidraw down any funds under the Credit
Facility, the security granted by Anvil will rankesond in right of payment behind the similar saguhat the lender of the Credit Facility will
hold to secure its repayment. See "--The CredilliBat If Anvil does not repay the Anvil Loan, weill be able to enforce the security
interests against Anvil's Participating Interesthie BGL Shares and BGL Debt and against BGL'stgisiset we will not have any other rights
against Anvil or Anvil's other assets.

ANVIL'S SHARE OF THE DEPOSIT

If we do not complete the Acquisition for reasamattare not our fault, but the Banks draw on thenfiRon letter of credit for the deposit
referred to under "--The Acquisition Agreement-MRlion Deposit," Anvil will pay us Anvil's 22.2%lsare of such deposit and the other
Bogoso Acquisition Costs. Anvil will make this pagnt by issuing Anvil common shares ("Anvil Sharegs"ys. The number of Anvil Shares
that Anvil will issue will be equal to the amounwed by Anvil divided by the weighted average piaéehe Anvil Shares on the Australian
Stock Exchange for the ten trading days beforalttie that the Banks draw on the letter of credit.

ANVIL SHARES AND OPTIONS

In consideration for the Anvil Loan, Anvil will is® to us options (the "Anvil Options") that willtéke us to purchase, at any time during the
two-year period after we complete the Acquisitiop,to 7 million Anvil Shares at a price of Austeali$0.10 per share. Anvil will issue Anvil
Options for 3.5 million Anvil Shares as of the date signed the acquisition agreement and will igsonl Options for the remaining 3.5
million Anvil Shares when we complete the Acquimiti Anvil will not issue the Anvil Options unledséceives approval to do so from the
Australian Stock Exchange. If Anvil does not reeeapproval to issue such Anvil Options to us, Amill instead issue 3 million Anvil
Shares to us, 1.5 million to be issued as of the da signed the Acquisition Agreement and anathemillion when we complete the
Acquisition. In addition, before issuing any Ang@hares, Anvil will give us a pre-emptive right torphase as many Anvil Shares as will
result in our company owning 19.9% of Anvil's commrehares after we complete such purchase.

BGL'S EXCESS CASH FLOW

After BGL has paid sufficient amounts to enableéaigepay the Bogoso Acquisition Costs and intettesteon, excess cash flow from BGL
not paid to the Government of Ghana will be usepay the BGL Debt to our company and Anvil (or mspective affiliates) in proportion
to our respective Participating Interests. AfterlBitas repaid the BGL Debt, excess cash flow maydeel to pay dividends to its
shareholders. BGL will pay 10% of the dividendsite Government of Ghana in proportion to its 10%rest and 90% of the dividends to
our company and Anvil (or our respective affiligtesproportion to our respective Participatingelrasts.

FUNDING OF EXPENSES
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The Government of Ghana's 10% interest in BGLdaraied interest that entitles it to share rate@blyre profits of BGL but does not require
it to pay for any of the associated expenses. Wietly expect BGL to generate sufficient cash flowcover all of the operating and capital
expenses of its current operations. However, ihaash flow is not sufficient or if BGL incurs aeytraordinary operating or capital costs,
our company and Anvil (or our respective affiligtesll be required to contribute on a pro rata bake funds required by advancing
shareholder loans to BGL at an interest rate of.tihedon Inter-Bank Offered Rate ("LIBOR") plus 2%.

DILUTION OF PARTICIPATING INTEREST

If our company or Anvil (or our respective affiles) fails to pay or cause to pay its share of @pyaved BGL expense, the other party may
advance the required funds on its behalf. The adlvarill be treated as a demand loan bearing irtetddBOR plus 3%. If the defaulting
party fails to repay that loan within 60 days,R&rticipating Interest will be diluted. The dilutiovill be a "straightline” dilution under which
the Participating Interest of the defaulting pawiil be reduced to the percentage that the totélsdBGL contributions bears to the total BGL
contributions made by both the defaulting party Hrenon-defaulting party. The Participating Ingtref the non-defaulting party will be
increased by the corresponding amount.

CONVERSION TO NET PROCEEDS INTEREST

If the Participating Interest of either our compamAnvil is diluted to less than 10%, the remagParticipating Interest of that party will be
automatically converted into a right to receive 6fthe net profits received from BGL after our canp has recouped all of the Bogoso
Acquisition Costs, plus interest thereon.

MANAGEMENT OF BGL

So long as we or our affiliate hold at least a F@afticipating Interest, we will have the right tonminate a majority of the members of the
board of directors of BGL (the "BGL Board"). Immatkly after the closing of the Acquisition, the flders of BGL will appoint a new
BGL Board comprising:

0 3 persons nominated by our company;
0 one person nominated by Anvil; and
0 one person nominated by the Government of Ghana.

We will have the right to nominate the Chairmarhaf BGL Board as well as the Managing Director. Managing Director will be the chief
executive officer of BGL, and will be responsibte the day-to-day management of the Bogoso Propder the general direction of the
BGL Board and will implement work plans and budggtigroved by the BGL Board. Mr. James Askew, thesident and Chief Executive
Officer of our company, will become Chairman of B&Board and Mr. Peter Bradford, the current Mamgdbirector of Anvil, will become
Managing Director of BGL.

S-25



AREA OF INTEREST

If either our company or Anvil acquires any minaraérest within 50 kilometers of the outer bounesiof the Bogoso Property, it will be
obligated to offer to sell that property to BGL @ same terms and conditions on which it acqustexh mineral interest. We and Anvil also
agreed not to compete with each other with resjpeghy potential acquisition of any mineral propewithin this area of interest.

TRANSFER OF PARTICIPATING INTEREST

Neither our company nor Anvil may sell or causééosold all or any portion of our respective Pgstiting Interest in any BGL Shares or
BGL Debt to any third party except after first giiag the other party a first right to purchase sBelnticipating Interest on the same terms and
conditions offered by such third party. If our caany or Anvil becomes insolvent, is petitioned ibmkruptcy, makes an assignment in fe

of its creditors, or commits a material breachhaf Anvil Agreement, the other party will have tlight to purchase its Participating Interest
for its fair market value as determined under tmwiBAgreement.

THE ACQUISITION AGREEMENT
OVERVIEW

We and Anvil executed and delivered an agreembat"@&cquisition Agreement") dated as of June 1,91@8der which we jointly agreed to
purchase the Banks' interests in BGL. On the cotigplelate of the Acquisition, the Banks will:

o transfer to us and Anvil (or our respective &fis) all of the BGL Shares owned by the Bank ©dnsn, together with all dividends or
distributions declared or paid on such shares after April 1, 1999;

0 assign to us and Anvil (or our respective affds the BGL Debt;

0 assign to us and Anvil (or our respective affd) the security interests over the Bogoso Prgerd other assets of BGL that BGL granted
to the Banks as security for the repayment of t&& Bebt (the "BGL Security"); and

o release BGL from all claims that the Banks mayehagainst BGL other than the BGL Debt and the EEekurity.
PURCHASE PRICE

Under the Acquisition Agreement, we and Anvil agrée pay the Banks:

o0 an initial purchase price of $12 million on tr@pletion of the acquisition (the "Acquisition D§teand

o if we commence commercial production from sulphigineralized material at the Bogoso Property énftiiure, an additional payment of
million on the first anniversary of such commencame
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We and the Banks reached a subsequent agreeméctt, vmains subject to the approval of the Bardspective boards of directors, under
which the Banks agreed to reduce the initial pusehrice from $12 million to $6.5 million and wedafinvil agreed, among other things,
that:

o no later than the close of business on Augus1299, we will deposit $4.5 million of the redudedial purchase price into an escrow
account, this amount to be held and released arst&y be agreed;

o on the second anniversary of the Acquisition @atié the Bogoso mine closes before that day henlater of the closure date and the 547th
day after the Completion Date (the "Top-Up Date/g, will pay the Banks an additional payment (thepUp Payment");

0 subject to the maximum and minimum amounts sebelow, the Top-Up Payment will be equal to 183,8&ultiplied by the amount, if
any, by which the average daily price of gold (ie tondon Bullion Market Association afternoon gbid for all the trading days between
the Acquisition Date and the Top-Up Date exceedbger ounce;

o the maximum Top-Up Payment will be $10 milliopiécable if such average price of gold is equa#3d0 per ounce or more);

o irrespective of the price of gold, if we and Aratquire in Ghana an additional minable ore reséimat can be processed at BGL's facilities
equivalent to at least 50,000 ounces of gold, weeamvil will pay the Banks a non-refundable paymeh$2 million on the Top-Up Date that
will be applied against any Top-Up Payment that inagome payable;

o within 6 months after the Acquisition Date, wdl\procure the establishment of a cash reservewstdoto which payments may be made
from BGL revenues for the purpose of paying any-UgpPayment that may become payable;

o on the first anniversary of the Acquisition Daie, will pay the Banks, to be applied against the-Up Payment, a norefundable paymet
equal to 50% of the estimated Top-Up Payment caledlas of the Toplp Date on the basis of the average daily priogotd during the yee
following the Acquisition Date;

o we will take steps towards the procurement by BGa performance bond in the amount of $6 milkieat will be used to reimburse BGL
for the environmental rehabilitation expenses B@tL will be required to incur at the Bogoso Progert

o the Banks will ensure that BGL will not, excefteaconsulting with our company and Anvil, incuryaexpenditure prior to the Acquisition
Date that would cause BGL's environmental rehalitih reserve to be less than $6 million as ofAbguisition Date. The Banks will also
ensure that BGL will not, except with the conseimar company and Anvil, incur any expenditure tivauld result in this reserve amount
being less than $5.75 million as of the Acquisitidate; and

o0 subject to the Banks complying with the aboveunegments regarding BGL's environmental rehabititateserve and further subject to
BGL not incurring any capital expenditure before kcquisition Date other than those that we andilpreviously approved, if BGL's
environmental rehabilitation reserve is less thamdlion on the Acquisition Date, neither we nonVil nor the Banks will be responsible for
the shortfall.
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$2 MILLION DEPOSIT

We provided a $2 million deposit, refundable omimited circumstances, to the Banks by arrandgima letter of credit in that amount,
which our company caused to be delivered to thekBarhe Banks will be entitled to draw on the lettecredit and apply the deposit against
the initial purchase price on the Acquisition Dadewever, if we breach our obligations under thguésition agreement or fail to complete
the Acquisition for reasons other than those sghfionder "--Conditions for Closing" below, the Barwill be entitled to draw on the letter of
credit and retain the deposit.

REPRESENTATIONS AND COVENANTS OF THE BANKS

The Banks represented that they own the BGL Shares sold to us and the BGL Debt free and cle@netimbrances, and agreed that BGL
would not engage in any extraordinary transactpi to the Acquisition Date without our approvidbwever, the Banks made no
representations or warranties about BGL or the Boderoperty or about the collectability of the Isdinat they will assign to us.

CONDITIONS FOR CLOSING
Neither we nor the Banks are obligated to compledeAcquisition unless we have obtained all offtiwing approvals

o approval for the sale of the BGL Shares fromMfigister of Mines and Energy of the Government ¢fa@a under the Ghanaian mining
laws, which we have received,

o approval for the sale of the BGL Shares fromBhak of Ghana under the Ghanaian exchange coatigl, Wwhich we have received; and
o approval for the sale of the BGL Debt from thenBaf Ghana.

We will not be required to complete the Acquisitiéin

o any of the Bank's warranties is untrue;

o the Banks breach their obligations;

0 an event ("Force Majeure Event") occurs not withiir control or the control of BGL, such as arthegwake, flood, war or similar event, t
prevents the operation of the Bogoso mine.

DEADLINE FOR SATISFYING CONDITIONS

We are required to obtain all the above approvalsdlater than August 30, 1999. We may extenddbedline for no more than 90 days on
the occurrence of a Force Majeure Event.

CLOSING DATE

We will be required to complete the Acquisitiontbie tenth business day after we have obtainedittreeaapprovals if all the other conditic
have been satisfied.
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TERMINATION OF BGL EMPLOYEES
TERMINATION OF BGL EMPLOYEES

In accordance with the Acquisition Agreement, B@tntinated employment of its union and severalohdn-union employees on July 31,
1999, with the termination of all expatriate contsato be effective September 30, 1999. The terioin@f these employees required the
payment by BGL of approximately $3 million in sezece pay, accrued holiday entittements and otltemm@ancy payments and was funded
by BGL's cash balances. On August 1, 1999, BGLreehb35 employees. The new employment and re-comenggnt of operations was
implemented on schedule and without incident. Tiewing table illustrates the effects of the temation according to job category:

Job Category Pre-Termination Post-Terminatio n Reduction Reduction %
Expatriate 20 17 3 15%
Senior Staff 97 73 24 25%
Junior Staff 676 445 231 34%
Total 793 535 258 33%

ALLOCATION OF BGL'S CASH

As at March 31, 1999, BGL had approximately $10ilfion of cash on hand. The Acquisition Agreemesquires BGL to use approximately
$10 million of this cash as follows:

0 BGL has spent $3 million to pay the severance aegrued holiday entitlements and other redundaagynents that BGL was required to
pay to its employees as a result of the terminaifctheir employment on July 31, 1999.

o BGL will deposit $6 million into a special purgobank account on the Acquisition Date. These fundg be used only to complete
environmental rehabilitation work on the Bogosopeudy.

0 BGL will spend approximately $1 million on progra for the social and economic development of dreraunity affected by BGL's
operations to help offset the impact of the evdntlasure of the Bogoso Property.

All other cash and cash flow from and after Mardh B399 will accrue to our benefit and there wdliio payments of dividends or interest to
the Banks between April 1, 1999 and the Acquisifiate.

THE CREDIT FACILITY
OVERVIEW

We signed a credit facility letter agreement on May999 under which Elliott Associates, L.P. (thender") agreed to lend to us or our
designee up to $12 million under the Credit Facfiitr the purpose of financing a portion of the Amgition. Assuming that we receive net
proceeds from this offering of approximately $8.iMlion and are able to reduce the initial purchpsee for the Acquisition to $6.5 million,
we currently do not intend to borrow any amountdarrthe Credit Facility from the Lender; rather expect to finance the initial purchase
price with the net proceeds
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of this offering and with existing working capit#fl the net proceeds of this offering are less th&rd million or we are unable to reduce the
initial purchase price to $6.5 million, we interadtforrow or cause one of our affiliates to borrbv balance of the initial purchase price ut
the Credit Facility simultaneously upon completafrthe Acquisition. See "--The Acquisition AgreenteRurchase Price."

INTEREST

We or our affiliate will pay interest on any amasioutstanding under the Credit Facility at the cdt&5% per year compounded monthly,
payable monthly in arrears. If we breach our oliagges under the Credit Facility, the interest natk be increased to 25% per year until we
cure the default.

REPAYMENT

If we draw down on the Credit Facility, we will staepaying any amounts outstanding thereundera§8 dfter the date of the Credit Facility
advance in 12 equal monthly instalments, subjeatrtaximum of $750,000 per payment, plus intek&st. must repay within seven days any
principal remaining unpaid following the final maiht repayment. We are entitled to prepay the Crieddility at any time without penalty.

SECURITY
As security for the repayment of any amounts ontiiteg under the Credit Facility:
0 Golden Star will guarantee the repayment of thedi€ Facility;
o we and Anvil (or our respective affiliates) willedge our respective BGL Shares and the BGL Dethte Lender; and
o BGL will grant the Lender a first charge on thegBso Property and other assets of BGL.

Our company will subordinate any security that eeeive to secure the repayment of the Anvil Loashvaa and Anvil will subordinate any
security that we or Anvil will receive to securettepayment of the BGL Debt, in favor of any simgacurity that the Lender may receive to
secure the repayment of the Credit Facility.

WARRANTS

In connection with the Credit Facility, we issug8d0,000 common share purchase warrants to theektgeadch warrant entitling it to
purchase one of our common shares at an exerétzequual to $0.7063, subject to antidilution atijents. The Lender's right to exercise
these warrants will expire on June 9, 2002. We lzds® agreed that we will issue a further numbewrafrants, at the time any amounts under
the Credit Facility are advanced, equal to 3,000 ®@ltiplied by the ratio of (a) the amount of Beedit Facility divided by (b) $12 million,
less 1,500,000. Accordingly, if we borrow less ti&&million, we will not issue any additional wanta to the Lender.

Each subsequently issued warrant will entitle tbader to purchase one of our common shares ateanigx price equal to the average of the
closing prices of our shares on the American Steathange ("AMEX") for the 10 trading days immedigtereceding their issuance. In
addition,
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these warrants will expire three years after the datheir issuance. If we issue any shares ditsigr warrants to purchase our shares for an
actual or implied price below 95% of the exercisiegof the existing or any subsequently issued-avas, the warrant exercise price will be
reset to a price equal to such actual or impliecepiThe Lender may pay the exercise price for@rhe warrants by reducing any amount
outstanding under the Credit Facility.

CALLABILITY OF WARRANTS

If at any time after the date which is the lated@fmonths after issuance or the most recent peget of the warrants, the closing price for
shares for 30 consecutive trading days on the ANHQteater than 200% of the exercise price of tagants, we will have the right to
redeem up to 50% of the warrants originally issore@0 days' notice at no charge to us. If at amg tfter the date which is the later of 24
months after issuance or the most recent price, ribseclosing price for our shares for 30 conseeutading days on the AMEX is greater
than 250% of the exercise price of the warrantsywilehave the right to redeem up to an additios@do of the warrants originally issued on
30 days notice at no charge to us.

SHARE REGISTRATION

We are required to register for resale or estalfitesth tradeability of the shares underlying therasats and to list such shares for trading or
AMEX and the Toronto Stock Exchange (the "TSE"}ly earlier of:

o the date we register any other shares (excluglygegistration of director, officer or employs&ck option or stock bonus shares on Form
S-8 and as soon as is practicable after the effsedss of any registration statement on Form S-4);

0 180 days following the closing or abandonmenthefAcquisition; or
o January 31, 2000.
DEFAULT PAYMENTS AND REDEMPTION

Upon any listing and/or registration failure refatito both the AMEX and the TSE, we will be reqdite pay a cash penalty equal to 3% per
month of the aggregate value of such shares. Uppttisting and/or registration failure relating pnb the TSE, the penalty will be 1% per
month of the aggregate value of such shares. Ievhat we fail to make a monthly cash payment orertttan one occasion or continue to
make monthly cash payments for a period of six im®otr more, we may be required to redeem the wiareard/or any underlying common
shares at a premium over the exercise price oreh&ekue of the warrants or shares, respectively.

OPTION PREMIUM
We paid a $250,000 option premium to the Lendemaiie signed the commitment letter covering the Eieakility.
FUNDING PAYMENT

If we (or our affiliates) close the Acquisition, Wer our affiliates) will pay an additional intetggayment of $250,000 to the Lender on the
date we complete the Acquisition.
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PRODUCTION BONUS

Regardless of whether the Credit Facility is esshleld or used, for each continuous 12 month pdtiad"Production Interval") during the
first 72 months following the Acquisition that tbfaoduction from the Bogoso Property exceeds @@ihces, we will pay or cause our
affiliate to pay the Lender a production bonus 25@&000 up to a maximum aggregate production boh&4,250,000.

CONDITIONS PRECEDENT
We will not be entitled to draw down on the Crdgficility unless each of the following conditionsatisfied:
o we have delivered satisfactory loan documentatiwhlegal opinions to the Lender;
o the Government of Ghana has approved the Actprisit
o0 we have obtained all other applicable governmemtd regulatory approvals;
0 we have simultaneously completed the Acquisitang
0 no material adverse change or Force Majeure Ehanbccurred.

NEGATIVE COVENANTS

While any amounts are outstanding under the CFeatitlity, Golden Star, the borrower under the Qrédcility and BGL will not be
permitted to incur any indebtedness senior to aakim right of payment to the Credit Facility,tormake any distributions or debt
repayments except as follows:

o0 to repay the Credit Facility;
o to repay principal and interest owing on the ®&wolden Star borrowed for the Omai mine; or

o0 to pay Golden Star's ordinary expenses, butibtiy borrower under the Credit Facility holdsfsiént funds in escrow to cover Credit
Facility payments for two monthly payment periods.

THE BOGOSO PROPERTY
INTRODUCTION

The Bogoso Property comprises an operating gole raimd two mining leases covering an aggregatecdr@a square kilometers. BGL owns
the Bogoso Property and mines ore from several pjisrand processes the ore at a processing lamnit built on the property in 1991. The
plant uses conventional carbon in leach ("CIL"hemlogy to extract gold from the ore and has beedyxing approximately 100,000 to
110,000 ounces of gold each year since it was.built

S-32



The information which follows is extracted in pam a report of SRK Consulting Engineers and S@en("SRK") dated April 1999,
entitled "Bogoso Gold Limited, Validation of Oxid&d Sulphide Resources and Reserves" (the "SRKrRg@nd a report of Associated
Mining Consultants Ltd. ("AMCL") dated June 1998,raodified by an Addendum, dated August 10, 1988, entitled "Bogoso Gold
Limited Independent Engineering Report (the "AMCégert").

BACKGROUND INFORMATION ON GHANA

Ghana is situated on the west coast of Africa, @pprately 750 kilometers north of the equator om @ulf of Guinea. Accra, the capital city
of Ghana, is on the Greenwich Meridian, the zare 6f longitude. Ghana was a British colony untddhieved independence in 1957. Itis
now a republic with a democratically elected goweent. Ghana has a population of approximately 1Bomipeople. English is the official
and commercial language. The total land area ofdhuatry is approximately 238,000 square kilomeieisize and is relatively flat. Ghana
has a tropical climate with two rainy seasons avaldry seasons.

LOCATION OF AND ACCESS TO BOGOSO PROPERTY

The Bogoso Property is located in western Ghanaoappately 35 kilometers northwest of the town @frlkwa from where it can be reached
by accessible roads. A paved road runs down mabieof8.5 kilometers length of the property witmmg areas connected by gravel haul
roads. The road connects the town of Bogoso imtitheast with the town of Prestea in the southwesealed road provides access to a
sealed airstrip located at the town of Obuasi, sbirfekilometers to the north.

MINING LAWS OF GHANA

The mining sector in Ghana is governed primarilysbymain laws:

0 The Minerals and Mining Law;

0 The Minerals and Mining (Amendment) Act;

o the Minerals Royalties Regulations;

0 The Minerals Commission Law; and

0 The Small Scale Mining Law.

The Exchange Control Act governs the holding amidwaing of foreign exchange by Ghanian companigduding mining companies.
MINING LEASES

The Government of Ghana issued a gold prospedtingde to BGL on November 7, 1986, granting BGLrtgbt to prospect for and prove
gold in a prospecting area of approximately 148sgkilometers for a three-year term commencinylag 12, 1986. On August 21, 1987,
the Government of Ghana granted BGL a 30-year milgase giving BGL the exclusive right to work, dep and produce gold in a mining
area of 50 square kilometers within this prospgcéirea. On August 16, 1988, the Government of Ghearated BGL a second 30-year gold
mining lease covering an additional 45 square kilters area adjacent to the first mining area. Utideabove
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mining leases (the "Mining Leases"), BGL now halddd mining rights in a mining area totaling 95 arpikilometers, subject to the payment
of nominal annual rents.

DEED OF WARRANTY

On December 17, 1987, the Government of Ghana &liddhtered into a Deed of Warranty (the "Deed ofiaaty”) that sets out:
o certain rights of the Government of Ghana toipigdte in BGL;

o0 certain restrictions relating to the holding ofdign exchange and the sale of gold by BGL; and

0 certain tax concessions and investment assurgnaeted by the Government of Ghana.

MINING REGIME

The following summarizes the principal aspectsefmining regime under which BGL owns and opertitedBogoso Property, as set out in
the Ghanaian mining laws, the Mining Leases andtbed of Warranty.

GOVERNMENT'S 10% CARRIED INTEREST

The Government of Ghana is entitled at all timekdlol a 10% carried interest in all the rights abtigations of BGL. The Government
acquired this interest for no consideration anabisrequired to contribute any funds to pay any B&penses.

GOVERNMENT'S RIGHT TO ACQUIRE ADDITIONAL INTERESTS

The Government of Ghana is entitled to acquiredtit@nal 20% interest in BGL. If the GovernmentGiiana wishes to exercise this righ
must give reasonable notice to BGL. It must alspgquech purchase price for the additional 20% irsteas the Government of Ghana and
may agree on at the time. If they do not agreehemptirchase price, the purchase price will bedirenfarket value of such interest as
determined by arbitration conducted by the Intéomatl Centre for the Settlement of Investment DispuThe Government of Ghana may
acquire further interests in BGL on terms mutualtgeptable to the Government and BGL.

SPECIAL GOVERNMENT SHARE

The Government of Ghana is entitled to acquireezigh share in any mining company at any time focansideration or such consideration
as the Government of Ghana and BGL may agree. géaiad share will constitute a separate class afeshwith such rights as the
Government of Ghana and BGL may agree. In the @eseinisuch agreement, the special share will Haedallowing rights:

o the special share will carry no voting rightst the holder will be entitled to receive noticeamid attend and speak at any general meeting o
the members or any separate meeting of the hotdensy class of shares;
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o the special share may only be issued to, helor sansferred to the Government or a person actingehalf of the Government;

o the written consent of the holder of such speshiare must be obtained for all amendments tordnaational documents of the company,
the voluntary winding4p or liquidation of the company or the disposa&o§ mining lease or the whole or any material pathe assets of tl
company; and

o the holder of the special share will be entitiethe payment of a nominal sum of 1,000 GhanaieaisOn a windingdp or liquidation of the
company in priority to any payment to other memtzard may require the company to redeem the spsltéaé at any time for a nominal sum
of 1,000 Cedis.

BGL has not issued or been requested to issuesutyspecial share to the Government of Ghana.
GOVERNMENT'S RIGHTS TO PURCHASE GOLD

The Government of Ghana has a pre-emptive rightitohase all gold and other minerals produced bi.Bae purchase price will be such
price as the Government of Ghana and BGL may aguger the price established by any gold hedgingngiement between BGL and any
third party approved by the Government, or the glbfjuoted market price prevailing for the mineral products as delivered at the mine or
plant where the right of preemption was exercidée purchase price must be paid in foreign exchahige Government of Ghana has ag

to take no preemptive action pursuant to its righgurchase such gold or other minerals so lor§Gis sells gold in accordance with
procedures for selling gold approved by the Ban&béna.

EXTERNAL BANK ACCOUNTSs

BGL is entitled to establish and maintain extetyeik accounts outside of Ghana that are held # ton BGL by a trustee approved by the
Government of Ghana. BGL must deposit into thesereal accounts such percentage of the gross pis@all sales of gold in foreign
currency as the Minister for Finance and Econontanifing of Ghana may approve. BGL is currently p#ad to deposit 80% of such sales
proceeds into its external accounts. BGL is reqlioepay the other 20% to the Central Bank of Ghahigh then converts the same into
Ghanaian Cedis for deposit into BGL's internal acdo

BGL is entitled to use funds in such external act®to pay the following:
o principal, interest and other costs and feesifin exchange loans borrowed for the Bogoso Prgpe

0 compensation payable in foreign exchange to egpapersonnel, suppliers, consultants and cairend acquiring spare parts and other
inputs required for its mining operations;

o the costs of recovery, export and sale of galekrsor other minerals from the Bogoso Propertyd a
o dividends to the BGL shareholders.
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ROYALTIES

A holder of a mining lease is required to pay aattyyof not less than 3% and not more than 12%etotal revenues earned from the lease
area. The royalty is payable on a quarterly bdgis. Government of Ghana levies a royalty on BGleam the profitability of its mining
operations. The royalty is determined by the apgilim of an operating ratio expressed in term$efercentage which the operating margin
bears to the value of gold from mining operatiansvery year.

INCOME TAX

BGL is required to pay income tax on profits frasimining operations up to a maximum rate of 35%LBnay also incur an additional
profit tax under the Additional Profit Tax Law clgaable on the value at the end of each tax yeigs oérry-forward cash balance at the rate
of 25%. BGL has to date not been liable to paysumh additional profit tax.

TAX CONCESSIONS
BGL is not required to deduct or withhold taxesfrany payment made from its external account of;:
0 any interest or other costs paid by BGL in respéany foreign exchange loans borrowed by BGL;
0 any payments made by BGL in foreign exchangédefes payable to contractors or consultants; or
o any dividends paid by BGL to its shareholders.
EMPLOYMENT OF GHANAIAN CITIZENS

BGL is required to give preference for employmentitizens of Ghana to the maximum possible extensistent with safety, efficiency and
economy. BGL is also required to provide approprietining programs for Ghanaian employees. Exa@htrespect to unskilled personnel,
BGL may employ non-Ghanaian personnel subject taguthat the Government of Ghana has established.

PREFERENCE FOR GHANAIAN GOODS AND SERVICES

BGL is required to give preference to Ghanaian mele products and services if their prices, gyalnd delivery dates are comparable to or
better than those of foreign suppliers.

TERMINATION OF MINING LEASE

BGL is entitled to terminate any of its Mining Leasby giving nine months' written notice to the &wment of Ghana at any time. The
Government of Ghana is entitled to terminate angiij Lease if:

o BGL fails to make any required payments on timéais to comply with any other obligation undbetMining Lease after receiving three
months' written notice; or
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0 BGL becomes insolvent or bankrupt, enters intar@angement with its creditors or goes into vaimyor involuntary liquidation; or
0 BGL makes a false or reckless statement to theef@ment relating to the Mining Lease.
DISPOSITION OF ASSETS UPON TERMINATION OR EXPIRY

Upon the termination or expiration of any Miningdse, all of BGL's immovable assets and fully dejpted moveable assets in the lease arec
will become the property of the Government of Ghahao cost to the government. In addition, the &oment of Ghana will have a right of
first refusal to purchase any of BGL's moveabletsthat have not been fully depreciated for thlepreciated cost. The Government of
Ghana may also require BGL to remove or destroydBGL's assets in the lease area, or removesirajesuch assets at BGL's cost.

REMEDIATION OF MINING AREA

BGL is required to take all reasonable measurésaie the mining areas in good condition followithg termination or expiration of any
Mining Lease.

TRANSFER RESTRICTIONS

BGL may not assign its rights under the Mining Le=asr permit a change of control of its stock tetplace except with the prior written
consent of the Government of Ghana.

INVESTMENT ASSURANCES
The Government of Ghana has agreed that:

o it will not expropriate BGL's interest in the Busp Property unless it pays prompt, fair and realsiencompensation in such amount as may
be determined by agreement or by arbitration byrternational Centre for the Settlement of InvesttrDisputes;

0 no BGL shareholder will be compelled to cede iatgrest in BGL or the Bogoso Property to any permsgxcept to the Government of Ghana
through the exercise of its rights to participa@GL as expressly set out in the Concession Ageeeifas defined below); and

o if new laws and conditions come into effect thnafairly affect the interests of either BGL or tBevernment of Ghana, they will each make
every effort to agree, cooperate, negotiate anel $akh other action as may be necessary to retthegnbalance that the new laws or
conditions created.

GEOLOGY OF THE SURROUNDING REGION

The Bogoso Property lies within the West Africardéambrian shield, a geological formation that htstse important Lower Proterozoic
sedimentary and volcanic sequences that are parlicimportant for gold mining: the Lower Birimiatpper Birimian and the Tarkwaian.
The area is dominated by a major northeast-southwasxling structural feature referred to as thbakdi Trend,
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which extends for over 200 kilometers and hostata@ deposits of the Ghana Gold Belt. This stmects closely aligned with the faulted
contact zone between the metasedimentary and nietanio units of the Birimian and the clastic rodfghe Tarkwaian.

GEOLOGY OF THE BOGOSO PROPERTY

In the Bogoso area, the faulted contact zone isvknas the Main Crush Zone and passes through titeatpart of the Bogoso Property for
entire 18.5 kilometers length. The Main Crush Zbes within a structural corridor that varies indth from 1,000 to 2,500 meters. Some ¢

of the gold mined to date at the Bogoso Propertydoeme from the Main Crush Zone with the largerasétp being located at bends and
junctions along this major fault. Additional fauliad splays in the structural corridor may als@twspective for gold, but very little work h
been undertaken historically in this area. The'am@éde ores tend to have fine grained free dudd has been liberated during the weathering
of preexisting sulphides. Oxidation extends from thp of hills to the valley floors and below irgtdransition zone of up to 20 meters thick
that directly overlies sulphide mineralization.

HISTORICAL MINING OPERATIONS

Gold was first mined at the Bogoso Property atibginning of this century. In 1935, Marlu Gold MigiAreas Ltd. started mining high gr:
oxide ore from a series of open pits extendinglsénaim Bogoso North to Buesichem, just beyond thgtsern boundary of the Bogoso
Property. Marlu also mined a small amount of ocerfrunderground at Bogoso North, Marlu and BogoaatSdviarlu was mining the
Buesichem pit when it shut down the mine operatiork955. According to BGL's records, during its\&€ar period of operations between
1935 and 1955, Marlu produced over 900,000 ountgseld at an average recovered grade of 3.73 gopotisper tonne.

DESCRIPTION OF THE BOGOSO PROPERTY
RECENT HISTORY

Billiton PLC, then a unit of Royal Dutch Shell gmuook control of the Bogoso Property in the [H880s. The initial feasibility study
established a mineable reserve of 5.96 million ésngrading 4.0 grams of gold per tonne, of which,d@0 tonnes (or less than 8%)
comprised oxide ore. The feasibility study foregastl recoveries of 83% from sulphide ores and 7@ oxide ore, and estimated a waste-
to-ore ratio of 5.6:1. Construction of a mining grdcessing facility was completed in 1991. Thalitgovas designed to process oxide ores
by using conventional CIL technology at a desigpacity of 1.36 million tonnes per annum, and tocpss sulphide ores by using flotation,
fluid-bed roasting and CIL technology at a desigpazity of 0.9 million tonnes per annum.

Billiton encountered serious operational difficettiwith the fluid-bed roaster, which did not fubnatias anticipated because the sulphide level
in the concentrate was less than expected and setia@ clay content of the feed was higher thae&bepl. Mechanical problems also
occurred. As a result, Billiton closed the flotaticircuit and roaster in early 1994. Following diges of the roaster, Billiton focused the
Bogoso operations on oxide ore. The CIL plant hadranual capacity of approximately two million tessrof oxide ore. However, only a few
months of oxide ore reserves were available attitmat. Basic exploration has been successful inngdd the available quantity of oxide ore
since 1994. In that time the mine has operatech asxiale-only operation. Operating cash flows haweled all the exploration costs.
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PRODUCTION HISTORY

Since commencing operations in 1991, the Bogosut plas processed over 13 million tonnes of oxidksanphide ore to produce over
800,000 ounces of gold. The average waste-to-tietras been approximately 4.6:1. The followingéaummarizes the production statistics
for the Bogoso mine since commencement of opersition

TOTAL GOLD
OXIDE ORE SuU LPHIDE ORE PRODUCTION
YEAR ENDED GRAMS GOLD GRAMS GOLD
JUNE 30, TONNES PER TONNE TONNE S PER TONNE OUNCES
1991 444,090 3.87 448,1 40 4.85 61,848
1992 459,453 2.68 601,3 64 5.02 78,077
1993 204,688 2.85 9125 33 3.82 89,507
1994 1,398,782 2.70 101,0 54 3.50 98,832
1995(1) 827,250 2.37 0 50,945
1996 1,767,043 2.27 0 - 111,495
1997 1,972,214 1.91 0 -- 103,719
1998 1,916,824 2.12 0 -- 110,837
July 1998 to
June 1999 2,219,366 2.20 0 136,096
Total/Wt.
Average 11,209,710 2.36 2,063,0 91 4.38 841,356

(1) In 1995 the Bogoso plant operated for onlymsbnths as the change to an oxide only operationcaampleted.

RESERVES AND MINERALIZED MATERIAL

The following table sets out BGL's reported curgerdven and probable, open pittable oxide and iiangeserves as well as other
mineralized material in addition to reserves adlatch 31, 1999, as confirmed by SRK. BGL performsaging on site using the fire assay
technique. BGL also engages third parties to perfieagular independent check assays. SRK indepdypdrrdited BGL's reserves and
mineralized material in April 1999. In additionr@serves and mineralized material, we also interdcess existing low grade stockpiles
and such additional material that will be addedtigh the mining of current reserves and mineralipaterial. We expect gold recoveries for
oxide and transition material to be approximatd$®Band 60%, respectively.

Mineralized material does not represent reservddas not been included in the proven and prolralslerve estimates below because even
though enough drilling and trenching indicate disignt amount and grade to warrant further exgloraor development expenditures, these
mineral deposits do not qualify under the Unitealt&t Securities and Exchange Commission standatoisicg commercially minable until
further drilling, metallurgical work and other e@mic and technical feasibility factors based upachswork are resolved.

Mineralized material is reported only if the poiahexists for reclassification to reserves follagiadditional drilling and/or final technical,
economic, and legal factors have been determineithéoproject.
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BGL's mining operations has an estimated mineolifé2 months effective March 31, 1999, based upastiag reserves of oxide and
transition ore at current rates of production. Exgsmineralized material, if converted to reseraghistorical conversion rates, would be
expected to extend the existing mine life by up tnonths, and sub-grade stockpile material is expeto be sufficient for a further six
months of production, for a total anticipated miifeeof up to 26 months at March 31, 1999. The ptitd to discover additional mineralized
material and to establish reserves may be limited.

BGL MINE RESERVES AND MINERALIZED MATERIAL AS OF MA  RCH 31, 1999

GRADE
'000  GRAMS GOLD IN SITU
RESERVES AND MINERALIZED MATERIAL TONNES PER TONNE OUNCES
OXIDE
Proven and Probable Reserves................... 1,963 2.6 164,091
Mineralized Material(1)(2).........ccccveeennne 905 1.7 N/A
TRANSITION
Proven and Probable Reserves................... 232 3.3 24,615
Mineralized Material(3)...........ccccvvvenens 2,767 2.8 N/A
TOTAL OXIDE AND TRANSITION
Proven and Probable Reserves................... 2,195 2.7 187,156
Mineralized Material..............ccccuvvenne 3,672 2.6 N/A

(1) Mineralized Material is equivalent to measuagd indicated resources exclusive of any mategjabted as proven or probable reserves.
(2) BGL's historical conversion rate of oxide melered material to reserves is approximately 70%.
(3) BGL's historical conversion rate of transitimineralized material to reserves is approximat&s3

BGL also has existing sulphide mineralized matedtdling approximately 10.3 million tonnes grad@ grams gold per tonne. While
technology used by previous owners of the BGL Priyge process sulphide ore at BGL proved unsudakssge intend to re-examine the
feasibility of processing the sulphide mineralizedterial using technology currently used in otha@ring operations on similar sulphide
mineralized material on the Ashanti Trend.

OXIDE EXPLORATION

Although the oxide resources within the Main Cridsime have largely been identified, three otherpeotive areas remain: Coffee Plantat
Bogoso South and Boppo North. Several prospects &wo been identified on subordinate splays tdvthim Crush Zone. AMCL is of the
opinion that additional oxide resources remaindadentified in small (20,000 ounces) deposits.

We believe that the potential for discovering aiddial oxide mineralization is limited. Exploratidor oxide resources would require a
sustained effort for the foreseeable future in ptdanaintain the feed from the Bogoso concessiahé mill. BGL currently expects to spend
approximately $1.0 million the next 12 months imoection with such exploration.
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SULPHIDE PLANS

BGL's defined sulphide mineralized material liesadegth only five of the existing 37 open pits frorhigh oxide mineralization has been
mined (Bogoso North, Marlu, Dumasi, Chujah and Ndak Most of the exploration and evaluation woskaciated with the sulphide
mineralized material took place in the late 198@s served as the basis for Billiton's feasibilitiydy which led to the construction of BGL's
mining and processing facilities.

We intend to initiate studies to investigate thekwaquired for additional exploration metallurditast work and engineering that would be
needed to conduct a full feasibility study for fhaential development of a new sulphide mining pratessing operation on the Bogoso
Property. See "Risk Factors--The technology antl@ogsroduction of sulphide mineralized materiatfe# Bogoso Property may prove
infeasible to warrant processing the material.”

THE BOGOSO MINE
INFRASTRUCTURE

A 15 to 20 meter wide, well-maintained gravel hangld connecting the mining operations runs thrahghBogoso Property. The Bogoso
Property is connected to the national hydroelegtoiwer grid and also has its own multi-unit powenegrating backup system (6.4
Megawatts). Telephone, fax and e-mail connectigesate at the mine site.

MINING OPERATIONS

Since 1991, the mine has conducted open pit mifngrg 37 separate pits. Currently, BGL is workingefiopen pits (Chujah 3 South, Ablifa,
Big Hill West, Dumasi, and Boppoz) for oxide oré5B operates the mine 24 hours a day, 359 daysqaet Yhe pits are developed on len
or pods, of mineralization that may be as narro® aweters or may be in excess of 20 meters wide pOd lengths range from 10 meters t
excess of 100 meters and repeat at various intealaihg the strike. Any one pit may exploit onermre pods. BGL uses a cut off grade of
approximately 1.0 to 1.2 grams gold per tonne déjpgnon the haul distances. The mine carries alitadhd blast (light) operations on 6
meter lifts with mining on 3 meter benches, usioget rip lines and rotary air blast drilling foragie control.

MINING FLEET

The mining fleet consists of excavators, 50 tonae krucks, front end loaders, bulldozers, gradexs other vehicles. Fleet capacity is
approximately 25,000 tons of ore and waste per Mgt of the fleet has been in operation since 1@, without refurbishment, would be
nearing the end of normal, current economic lif€LBrecently started purchasing additional seconudhequipment and commenced a
program to refurbish and/or overhaul existing emépt that may be successful in extending equiptiferfor several more years.

PROCESSING PLANT

Ore from the mine is crushed and conveyed to ehedisre stockpile. Stockpile ore is conveyed tw@s$tage grinding circuit consisting of a
semi-autogenous grinding mill and a ball mill. T®K. circuit consists of five tanks equipped with chanical agitators. Gold recovery has
ranged between 80 to 90% (average 86%) dependitizedaype of material being processed. The sulpthidation and thickening circuit is
still in place, but the roaster and associatedpmant has been
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sold. An oxygen injection facility is currently Imgj added to the leach tanks. Gold ore is produoesite and transported weekly to Accra
before being flown out to Europe or South Africa ffefining.

ENVIRONMENTAL AND REHABILITATION COSTS

BGL has adopted World Bank environmental standandscomplied with the environmental requirementsdeed by Ghanaian laws and

guidelines. In addition, BGL has completed sigmifitwork over the past 12 to 18 months to iderntify outstanding reclamation liability and
commenced rehabilitation work. Such rehabilitatieork includes:

o stabilize, contour and vegetate waste dumps;
o stabilize and vegetate open excavations, arntbsetcases where transition or sulphide ore issqdo backfill all or part of the pit; and
o carry out studies and trials on revegetation epts; mine closure liabilities and acid rock drgima

Monthly expenditures for ongoing rehabilitation wpoincluding the capping of sulphide material ahe tontouring and revegetation of waste
dumps, have been approximately $170,000. On theiisitpn Date, BGL is required to set aside $6 ianillfrom BGL's existing cash into a
special-purpose bank account that will be usednd £nvironmental rehabilitation work. Based orrent available information, we believe

that this amount will be sufficient to cover exigtienvironmental rehabilitation work. See "The Aisgiion--The Acquisition Agreement--
Allocation of BGL's Cash."

PERSONNEL

BGL currently employs approximately 535 employéédse following table sets out the percentage splibag the various departments:

MANNING
DEPARTMENT LEVEL
MINING. ... 32%
Maintenance 27%
Metallurgy 18%
Finance, Administration, Supply, Other........... 23%
TOTAL oot 100%

BGL employs approximately 445 junior staff. Mosttbém are Ghanaians and all of them are membetedbhana Mineworkers' Union.
That union and BGL signed a collective agreemesit $kts out the terms and conditions of the empéoyraf BGL's junior staff. BGL
employs approximately 73 senior staff, excludingragimately 17 expatriate employees, pursuantdovidual employment agreements.

In accordance with the Acquisition Agreement, B@tntinated employment of its union and severaloh@n-union employees on July 29,

1999. The termination of these employees requitegpayment of $3 million in severance pay, acchditlay entitlements and other
redundancy payments and was funded by BGL's cdahdes.
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CONTRACT WORK
BGL contracts catering, brush cutting, specialisthanical, exploration drilling, tire repair ancgfsupply.
CURRENT PRODUCTION AND OPERATING COSTS

In 1998, BGL produced approximately 110,000 ourafegold from mining and processing approximate rillion tonnes of ore at an
average head grade of approximately 2.2 gramspmldonne and a stripping ratio of approximateB.B. For the six months from July to
December 1998, cash operating costs averaged $23fpce. The costs during this period were infldig non-recurring contract mining
charges related to a temporary increase in wasppisig in the Chujah 3 South and the Chujah 2 Rast BGL completed the stripping
before the end of November 1998. The BGL miningtfleas now been increased and the ad-hoc use wéctanms is not expected to be
required in the future.

For the 6 months from January 1999 to June 1939\ eperating costs averaged $204 per ounce, whiliteites a decrease in cash operating
costs from levels experienced in previous yearst @auctions in 1999 have resulted primarily fi@nincreased ore production, (b)
improved productivity, (c) marginally better recoes on the ore coming from the Chujah 3 South@hdjah 2 East pits and (d) more
competent drill and blast material.

POTENTIAL OPERATING COST IMPROVEMENTS

Based on our due diligence in preparation for thgulsition and on the information currently avaltato us, we anticipate that cost
reductions achieved over the last nine months eamdintained or improved. We intend to attemptctaieve further savings from measures
such as the following:

GRADE CONTROL

The mining operation consistently shows a positinevariance and a negative grade variance. Thesnees also suggest that the size o
variance is related to the grade of the ore miRetently these variances have been approximatéty bile historical averages have been
approximately 5%. Better grade control methods khgenerate improved mill head grades that wiluedcash operating costs.

OXYGEN PLANT

BGL recently completed the installation of an oxygdant at a total capital cost of $160,000. Thegex plant is intended to enhance
recoveries in the mill process.

LABOR COSTS

Labor charges represent a high proportion of caghating costs. Based on our preliminary reviewdnjunction with existing BGL
management, we believe that cost savings can hevachthrough the reduced number of local and egtatstaff and through improved
productivity.
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CAPITAL COSTS

We anticipate that budgeted capital expendituregppfoximately $2.0 million for the next 12 mon#ighe Bogoso Property will be covered
by cash flows from operations at the Bogoso Prgpert

GOLD SALES

BGL currently sells gold produced at the Bogosagprty on the spot market. We intend to implemetnthe earliest possible date after the
completion of the Acquisition, a gold hedging prgrto protect against declines in the price of gahile maintaining to some degree
participation in upward movements in the gold prfach a hedging program and any gold sales oretiagkagreements that BGL may enter
into will require the approval of the Governmen@Giiana.

USE OF PROCEEDS

Assuming the completion of the total offering caekby this prospectus supplement, and without gieifiect to the exercise of the Warrau
we estimate the net proceeds to us from the sdteedDebentures and Units, after deducting an estidh$1.3 million for agency fees and
offering expenses, to be approximately $8.7 millddfe will pay 50% of the agent's fees upon compietf this offering and, if the
Acquisition is completed, the remaining 50% upomptetion of the Acquisition. We will use $4.5 milhi of net proceeds to fund the
Acquisition. We will use any remaining net proceéatsworking capital and general corporate purpo$eshe extent the net proceeds of this
offering are less than $6.5 million, or if we argable to reduce the initial purchase price forBogoso Property, we intend to borrow the
balance of the initial purchase price for the BagBsoperty under the Credit Facility. See "The Asiiion--The Credit Facility."

ESCROW ARRANGEMENTS

Fifty percent of this offering is contingent on tt@mpletion of the Acquisition. We will retain 5086 the gross proceeds from this offering
our general working capital needs, whether or motamplete the Acquisition. Fifty percent of thess proceeds from this offering, together
with all of the Debentures, Four-Year Warrants tredUnits, will be deposited with IBJ Whitehall Ba& Trust Company, as escrow agent,
in an escrow account pursuant to Rule 15¢2-4 prgatet under the United States Securities ExchaetjefAL934 in equal proportions of
Debentures, Four-Year Warrants and Units. IBJ Wiaillewill invest and reinvest the gross proceedh@escrow account into investments
such as direct U.S. government obligations, cediéis of deposit with banks that are members oféueral Reserve System, or commercial
paper of U.S. corporations having high credit ggiamong various applicable U.S. credit ratingheigs.

The funds and securities placed in escrow willddleased immediately before completion of the Adtjois If we do not complete the
Acquisition by December 10, 1999, you will recepjaur Debentures, together with 50% of the Four-W&arrants, and 50% of the Units
purchased and 50% of the gross proceeds attriteutalthe sale of the Units, together with intefesi the date we complete this offering
subject to deduction for Canadian withholding tage "Canadian Federal Income Tax Considerationsatitamn of Common Shares and
Warrants--Interest." We will receive 50% of the Fdiear Warrants and 50% of the Units, all of whieé will cancel, and the escrowed
proceeds attributable to the sale of the Debentiveswill then be required to repurchase 50% ofpttiecipal amount of the Debentures (o
pro rata basis) pursuant to a special mandatogmetion at a purchase price equal to the prin@psdunt being repurchased, plus accrued
and unpaid interest. See "The Acquisition--The Asijon Agreement--Conditions for Closing," "--Ddam for Satisfying Conditions" and
"Description of the Debentures--Special Mandatoeg®&nption."
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PRICE RANGE OF COMMON SHARES

Our common shares are traded on the American $&®ckange under the symbol "GSR" and on the TorSiok Exchange under the
symbol "GSC." The following table sets forth, foetperiods indicated, the high and low sale prafemur common shares for the American
Stock Exchange and the Toronto Stock Exchange.

AMERICAN TORONTO
STOCK EXCHANGE STOCK EXCHANGE
HIGH LO w HIGH LOW
(U.S.$) (CDN.$)
1996
First Quarter....... $16.25 $ 5 19 $22.00 $ 7.25
Second Quatrter...... 19.13 12 .88 26.00 17.25
Third Quarter....... 19.75 11 .75 27.10 16.75
Fourth Quarter...... 21.00 12 .75 28.25 18.00
1997
First Quarter....... $16.75 $10 13 $2245  $14.25
Second Quatrter...... 10.75 6 .50 14.80 9.25
Third Quarter....... 8.13 4 .00 11.00 5.55
Fourth Quarter...... 6.75 2 .19 9.65 3.20
1998
First Quarter....... $481L $2 75 $ 7.00 $ 4.00
Second Quatrter...... 4.50 2 .06 6.50 3.05
Third Quarter....... 2.19 0 .94 3.10 1.51
Fourth Quarter...... 2.75 0 .94 4.10 1.45
1999
First Quarter....... $131 $0 68 $ 195 $ 095
Second Quatrter...... 1.06 0 .62 1.56 0.86
July 1 through
August 12.......... 0.81 0 44 1.05 0.75

DIVIDEND POLICY

We have not declared or paid cash dividends orrommon shares since our inception and do not expetd so in the near future. In
determining whether to pay dividends in the futung;, Board of Directors will consider our then @nt business results, cash requirements
and financial condition.

DESCRIPTION OF THE CONVERTIBLE DEBENTURES

The Debentures will be issued under a supplemerntehture, to be dated the date of this closintnisfoffering, between our company and
IBJ Whitehall Bank & Trust Company, as trustee. Shemmary of certain provisions of the indenture tredDebentures combined in this
prospectus supplement or the prospectus does nunpto be complete and are subject to, and aaéifigad in their entirety by reference to,
the detailed provisions of the Debentures andritienture, including the definitions of certain terim the indenture. References to interest
and any other amounts payable in respect of theitakes shall include any Additional Amounts pagahlrespect of the Debentures.
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GENERAL

The Debentures will be unsecured subordinated atitigs of our company and will mature on August2®)4. The Debentures will bear
interest at the rate of 7.50% per annum from Aud@stl999, payable semiannually on February 15%armglist 15 of each year, commencing
on February 15, 2000.

The Debentures will be convertible into common skaat the conversion price of $0.70 subject tosdjant upon the occurrence of certain
events described under "--Conversion Rights," gtteme prior to the close of business on the matwtate, unless previously redeemed.

The Debentures will be redeemable by us (1) irethent of certain developments involving Canadiathiélding taxes as described below
under "--Redemption--Redemption for Taxation Reagoat a redemption price of 100% of the princigaount of the Debentures to be
redeemed, plus accrued interest to the redempétsand (2) at the option of our company, on @rafugust , 2002 if the reported closing
trading price on the American Stock Exchange (Market Price") of our common shares as reportetherclose of business for any 20 of
the 25 consecutive trading days immediately paahe date notice of redemption is given is attl&é25% of the Conversion Price.

The Debentures will be unsecured obligations ofamumpany and are subordinated in right of paymeatitour existing and future Senior
Indebtedness (as defined) and are effectively slibated in right of payment to all indebtedness atier liabilities of our subsidiaries.
Neither the Debentures nor the indenture limitsestricts the amount of or the terms and conditmfrther indebtedness which may
incurred or issued by us or our subsidiaries otaios any financial or similar covenants of, orttieions on, our company.

FORM AND DENOMINATION

The Debentures will be issued only in fully registeform, without exception. The Debentures majsbeed in denominations of $1,000 and
integral multiples thereof. No service charge wél made for any registration of transfer or excleasfgDebentures, but we may require
payment of a sum sufficient to cover any tax oeotjovernment charge payable in connection thehewit

We will issue certificates for the Debentures ifirdgve, fully registered, non-global form, withointerest coupons.

We have initially appointed the trustee at its cogpe trust office as paying agent, transfer agegistrar and conversion agent for the
Debentures. In such capacities, the trustee witesponsible for, among other things:

o keeping a record of the holdings of Debenturesatepting Debentures for exchange and registrafitransfer;

o disbursing the payments of principal, premiunany, and interest in respect of the Debenturesived by the trustee from our company in
due course to the Holders (as defined below) ofddalres;

o0 transmitting to our company any notices from kgl
0 accepting conversion notices and related docwsnantl transmitting these items to our company; and
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o delivering certificates for common shares issmedonversion of the Debentures.

We will cause each transfer agent to act as atragand will cause to be kept at the office oftetransfer agent a register in which, subjec
such reasonable regulations as it may prescribeyilvprovide for the registration of the Debentsir@nd registration of transfers of the
Debentures. We may designate one or more otheesffir agencies where the Debentures may be pedsensurrendered for any or all of
such purposes and may from time to time rescint dasignations. However, no such designation @isgi®n will in any manner relieve us
of our obligation to maintain an office or agennyNew York City. We will cause notice of any resagjion, termination or appointment of the
trustee or any paying agent, transfer agent or@wmion agent, and of any change in the office thihawhich any such agent will act, to be
provided to holders of the Debentures.

CONVERSION RIGHTS

The registered holder of any Debenture has the, riglthe Holder's option, to convert any portiéith@ principal amount of a Debenture that
is an integral multiple of $1,000 into common slsaaeany time prior to the close of business omibgurity date, unless previously
redeemed, at a conversion price of $0.70 per gsabgect to adjustment as described below). Th# tiyconvert a Debenture called for
redemption will terminate at the close of busin@sshe date of redemption (the "Redemption Datet"stich Debenture.

The right of conversion attaching to any Debentaey be exercised by the holder by delivering thbddure at the specified office of IBJ
Whitehall in its capacity as conversion agent (séeayment and Conversion"), accompanied by a digiged and completed notice of
conversion. The conversion date will be the datevbith the Debenture and the duly signed and caiegbleotice of conversion are so
delivered. As promptly as practicable on or after tonversion date, we will issue and deliver totthstee a certificate or certificates for the
number of full common shares issuable upon conmeysogether with payment in lieu of any fractidracshare; such certificate will be sent
by the trustee to the appropriate Conversion Agmndelivery to the holder. The common shares isBiapon conversion of the Debentures
will be fully paid and nonassessable and will raegkial in right of payment with our other commonrssaoutstanding from time to time. Any
Debenture surrendered for conversion during thegdrom the close of business on any Regular RePate to the opening of business on
the next succeeding Interest Payment Date (excepéltures called for redemption on a Redemptioe Bating such period) must be
accompanied by payment of an amount equal to tieecist payable on such Interest Payment Date opritheipal amount of Debentures
being surrendered for conversion. In the case pi@benture which has been converted after any Reecord Date but before the next
Interest Payment Date, interest which is payablsumh Interest Payment Date shall be payable dmlsterest Payment Date
notwithstanding such conversion, and such intestesil be paid to the holder of such Debenture @h ®egular Record Date. No other
payment or adjustment for interest, or for anydvids in respect of common shares, will be made gpaversion. Holders of common
shares issued upon conversion will not be entibegceive any dividends payable to holders of comishares as of any record time before
the close of business on the conversion date. &ifmal shares will be issued upon conversionihuigu thereof, an appropriate amount
will be paid in cash by our company based on thekitaPrice of our common shares at the close ahbas on the day of conversion.

A holder delivering a Debenture for conversion wibt be required to pay any taxes or duties ineetspf the issue or delivery of common
shares on conversion but will be required to paytar or duty which may be payable in respect ¢f mansfer involved in the issue or
delivery of the common shares in a name other thainof the holder of the Debenture. Certificagsresenting
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common shares will not be issued or delivered wnddigaxes and duties, if any, payable by the éoldive been paid.
The conversion price is subject to adjustment uperoccurrence of certain events, including, wittduplication:
(1) the payment of dividends (and other distribagipin any class of our equity capital;

(2) the issuance to all holders of our common shaf@ights or warrants entitling them to subscififireor purchase common shares at less
than the then current market price (determined éseorecord date for stockholders entitled to rezsuch rights, option or warrants) of such
common shares;

(3) the subdivision, consolidation and reclasstf@aof common shares;

(4) a distribution consisting exclusively of casix¢luding any cash portion of distributions refdrte in (6) below, or cash distributed upon a
consolidation, amalgamation, arrangement or memgehich the next succeeding paragraph appliea)l toolders of any class of common
shares in an aggregate amount that, combined temeith:

(A) other such all-cash distributions made withie preceding 12 months in respect of which no adiest has been made; and

(B) any cash plus the fair market value of othersigeration payable in respect of any tender dtiéthe type described in
(5) below) by our company or any of our subsid&fi@ any class of common shares concluded witierpreceding 12 months in respect of
which no adjustment has been made,

exceeding 12.5% of our market capitalization (fas purpose being the product of the current MaPkate per share of the applicable
common shares on the record date for such disipibtitnes the number of shares of all classes ofmon shares outstanding) on such date;

(5) the payment to holders of any class of our comshares in respect of an issuer bid, tender offether offer to purchase made by us or
any subsidiary of our company for common sharespatce in excess of 110% of the current marketepper share of such common share
the trading day next succeeding the last date terateother available actions may be made purdoasiuch issuer bid, tender offer or other
offer or exchange offer; and

(6) the distribution to all holders of common shsaoé evidences of indebtedness of our companygeshafrcapital shares, cash or assets
(including securities, but excluding those dividendghts, warrants and distributions referredtiowe, dividends and distributions paid
exclusively in cash and consolidations, amalgamatiarrangements and mergers to which paragrampies).

In case of any consolidation, or merger of our camypwith or into any other corporation (other tleawholly-owned subsidiary of our
company) or any merger of any other corporatiohgothan a wholly-owned subsidiary of our compantg our company (other than a
merger which does not result in any reclassifiegtamnversion, exchange or cancellation of our comshares), or in case of any sale or
transfer of all or substantially all of the ass&teur company to any other corporation (other taarvholly-owned subsidiary of our company)
and treating our company and each of our
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subsidiaries as a single consolidated entity agatitig any sale by a subsidiary as a sale of aupeay for such purpose, each Debenture
outstanding will, during the period such Debentuilébe convertible (as described below), becomeventible only into the kind and amount
of securities and other property receivable upahsionsolidation, merger, sale or transfer by adwbf the number of common shares into
which such Debenture was convertible immediateigrghereto (assuming such holder of common sHaikesl to exercise any rights of
election and that such Debenture was then conl&xtirovided that such securities and other prypreiceivable constitutes a "prescribed
security," as that term is defined under the Incdrae Act (Canada). See "Certain Canadian Fedecahhe Tax Considerations."

If at any time we make a distribution of propexayour shareholders which would be taxable to sheheholders as a dividend for United
States federal income tax purposes (E.G., distobstof evidences of indebtedness or assets af@upany, but generally not dividends on
common shares or rights to subscribe for commoreshand, pursuant to the anti-dilution provisiohghe indenture, the number of shares
into which Debentures are convertible is increasadh increase may be deemed for U.S. federal iadampurposes to be the payment of a
taxable dividend to holders of Debentures. Seet&iretUnited States Federal Income Tax Considerstidmljustments to Conversion Price."

SUBORDINATION

The payment of the principal of, premium, if angdanterest on, and the redemption of, the Debestisr subordinated in right of payment to
the extent set forth in the indenture to the ppayment in full of the principal of, premium, ifgrinterest and other amounts owing in respect
of all Senior Indebtedness of our company. Theggad amount of outstanding unconsolidated Semidebtedness of our company was
approximately $2.7 million at June 30, 1999. Semmodebtedness includes:

(1) indebtedness, obligations and other liabilifesntingent or otherwise) of our company for mobeyrowed, or evidenced by bonds,
debentures, notes or similar instruments;

(2) reimbursement obligations and other liabilifiesntingent or otherwise) of our company with exdpo letters of credit or banker's
acceptances issued for the account of our compaghynéerest rate protection agreements and currexcliyange or purchase agreements;

(3) obligations and liabilities (contingent or ottwése) related to capitalized lease obligations;

(4) indebtedness, obligations and other liabili{fesntingent or otherwise) of our company relateddreements or arrangements designed to
protect our company or any of our subsidiariesragdluctuations in commodity prices, including tlwdut limitation, commodity futures
contracts or similar hedging instruments;

(5) indebtedness of others of kinds describedémtteceding clauses (1) through (4) that we hasenasd, guaranteed or otherwise assured
the payment of directly or indirectly;

(6) any indebtedness of another person of thedggeribed in the preceding clauses (1) througlsébyired by any mortgage, pledge, lien or
other encumbrance on property owned or held bycompany; and
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(7) any and all deferrals, renewals, extensionsrafuhdings of, or amendments, modifications ompdeiments to, any indebtedness, oblige
or liability described in clauses (1) through (&)ether or not there is any notice to or consemi@holders of Debentures;

unless, in any case, in the instrument creatingvatencing such indebtedness, obligation, liahibyaranty, assumption, deferral, renewal,
extension or refunding, it is expressly stated shuah indebtedness, obligation, liability, guarangssumption, deferral, renewal, extension or
refunding, it is expressly stated that such indgéss, obligation, liability, guarantee, assumpté®ferral, renewal, extension or refunding is
not senior in right of payment to the Debenturethat such indebtedness is equal in right of payméh or junior to the Debentures.

Such Senior Indebtedness shall continue to be Ebrdebtedness and be entitled to the benefith@bstibordination provisions irrespective
any amendment, modification or waiver of any tefrsuch Senior Indebtedness.

No payment on account of principal of, premiunanfy, or interest on, or redemption of, the Debergunay be made by us if there i
default in the payment of principal, premium, ifyaor interest (including a default under any regéom obligation) or other amounts with
respect to any Senior Indebtedness beyond anycapj#i grace period or if any other event of defaitl respect to any Senior Indebtedness,
permitting the holders thereof to accelerate thaunts thereof, has occurred and have not beendcorevaived or has not ceased to exist i
written notice to us and the trustee by any hotd&enior Indebtedness. Upon any accelerationeptincipal due on the Debentures or
payment or distribution of assets of our compangréalitors upon any dissolution, winding up, licatidn or reorganization, whether
voluntary or involuntary, or in bankruptcy, insohay, receivership or other proceedings, all priaGipremium, if any, and interest or other
amounts due on all Senior Indebtedness must beip&idl before the holders of the Debentures aritled to receive any payment thereon.
By reason of such subordination, in the event sélivency, creditors of our company who are hol@déiSenior Indebtedness may recover
more, ratably, than the holders of the Debentwed,such subordination may result in a reductiogliarination of payments to the holders
the Debentures.

In addition, the Debentures are structurally sulmated to all indebtedness and other liabilitiel{iding trade payables and lease obligati
of our subsidiaries, as any right of our compansetteive any assets of our subsidiaries upon ligeidation or reorganization (and the
consequent right of the holders of the Debentwrgmtticipate in those assets) will be effectiva@ipordinated to the claims of that
subsidiary's creditors (including trade creditoe(cept to the extent that we are recognized asditor of such subsidiary, in which case the
claims of our company would still be subordinatamny security interest in the assets of such sigdygidnd any indebtedness of such
subsidiary senior to that held by our company. Adume 30, 1999, there was outstanding approxim&@P million of indebtedness and
other liabilities of subsidiaries of our companydkeiding intercompany indebtedness).

The indenture does not limit our ability to incuerfior Indebtedness or any other indebtedness.
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REDEMPTION
OPTIONAL REDEMPTION

Subject to the discussion under "--Redemption fxafion Reasons" below, the Debentures may notdmemed at our option before August
19, 2002. The Debentures may be redeemed, in vanatepart, at our option on or after August 1902@nd before August 19, 2004, at the
redemption prices specified below, upon not leas t80 nor more than 60 days' prior notice as pealighder "--Notices" below. However,
the Debentures will be redeemable at our optionraafter August 19, 2002 if the last reported MaiRece of our common shares as repo
on the close of business for any 20 of the 25 aartaee trading days immediately prior to the dadtice of redemption is given is equal to or
greater than 125% of the Conversion Price.

The redemption prices (expressed as a percentgg@oipal amount) are as follows for the 12-mopéhiod beginning on August 19 of the
following years, in each case together with acciinéatest to the date of redemption:

Redemption
YEAR Price

After August 19, 2004, the Redemption Price willdogial to 100% of the principal amount of the Ddbiers to be redeemed, together with
accrued interest to the date of redemption.

REDEMPTION FOR TAXATION REASONS

We may redeem the Debentures, in whole but noaity pt 100% of the principal amount thereof, thgetwith accrued interest thereon to the
redemption date, if we have become or would becobfigated to pay, on the next date on which anywarmwould be payable with respec
the Debentures, any Additional Amounts (as desdriiow under "--Payment of Additional Amounts)aasesult of a change in the laws
(including any regulations promulgated thereundéanada (or any political subdivision or taxingherity thereof or therein), or any
change in any official position regarding the apgiion or interpretation of such laws or regulagiowhich change is announced or becomes
effective after the date the Debentures are isquedjded that we determine, in our business judgitbat our obligation to pay Additional
Amounts cannot be avoided by our use of reasomabesures available to us (not including substitutibour company as the obligor under
the Debentures).

SPECIAL MANDATORY REDEMPTION

If we do not complete the Acquisition by the earté (i) December 10, 1999 and (2) that date ornctvitihe Acquisition is terminated or
abandoned (the "Acquisition Failure Date"), eacliéoof Debentures will receive delivery of the [@ahures purchased, and the escrowed
proceeds from the sale of the Debentures will bweted to us. We will then be required to repuseaas soon as possible but in any event,
within 30 days of the Acquisition Failure Date, 5@¥%the principal amount of the Debentures (on@rpta basis) pursuant to a special
mandatory redemption at a purchase price equaktpiincipal amount of the Debentures being pueth@bus accrued and unpaid interest.
Failure to complete the Acquisition will not coriste an event of default under the
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indenture. Failure to comply with the provisiongtod special mandatory redemption will, howevensatibute an event of default under the
indenture.

Holders of Debentures will be obligated to surreridebentures held by them to us pursuant to thei@pmandatory redemption. Notice of
the special mandatory redemption will be deliveieetiolders of Debentures promptly following the Asition Failure Date.

PAYMENT AND CONVERSION

The principal of Debentures is payable in U.S.afsll against surrender thereof at the Corporatst Dffice of the trustee in the Borough of
Manhattan, The City of New York. Payment of anytafimment of interest on the Debentures will be midthe person in whose name such
Debentures (or any predecessor Debenture) is eegisat the close of business on the FebruaryALigust 1 (whether or not a Business D

immediately preceding the relevant Interest Payraté (a "Regular Record Date"). Payments of sorést will be made at the office or

agency maintained for that purpose, or, at ournoptby a dollar check drawn on a bank in New Yoity @ailed to the holder at such holde

registered address.

Any payment on the Debentures due on any day whinbt a Business Day need not be made on suctbdayay be made on the
succeeding Business Day with the same force aedtedf if made on such due date, and no interalitsgttrue on such payment for the
period from and after such date. "Business Day &mtised with respect to any place of payment, glacenversion or any other place, as
the case may be, means each Monday, Tuesday, Wkgndhursday and Friday which is not a day on twiianking institutions in such
place of payment, place of conversion or otherglas the case may be, are authorized or oblidpgtéalv or executive order to close;
provided, however, that a day on which bankingitasons in New York, New York are authorized orlighted by law or executive order to
close shall not be a Business Day for certain mepo

Debentures may be surrendered for conversion a&dnporate Trust Office of the trustee in the Bgiowf Manhattan, The City of New
York. Debentures surrendered for conversion mustdsempanied by appropriate notices and any payemnéspect of interest or taxes, as
applicable, as described above under "--ConveRights."

We have initially appointed the Trustee as Payiggmt and Conversion Agent. The Company may atiamgy terminate the appointment of
any Paying Agent or Conversion Agent and appoiditeshal or other Paying Agents and Conversion Ageaxcept that until the Debentures
have been delivered to the Trustee for cancellabiomonies sufficient to pay the principal of, piam, if any, and interest on the Debentt
have been made available for payment and eithdrgraieturned to our company as provided in thembgre, we will maintain an office or
agency in the Borough of Manhattan, The City of N¥ovk for surrender of Debentures for conversiout @nly in the circumstances
described in the second sentence of the immediptelyeding paragraph). Notice of any such termomadir appointment and of any chang
the office through which any Paying Agent or Comsi@n Agent will act will be given in accordance lwit-Notices" below.

Interest payable on Debentures on any redemptitmthat is an Interest Payment Date will be paithé&holders of record as of the
immediately preceding Regular Record Date.

All monies deposited with the Trustee or any Payliggnt, or then held by our company, in trust fa payment of principal of, premium, if
any, or interest on any Debentures which remaitaimed at the end of two years after such paymastiecome due and payable will be
repaid to
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our company, and the holder of such Debenturethélteafter look only to our company for payment¢ioé
PAYMENT OF ADDITIONAL AMOUNTS

All payments made by our company under or with eespo the Debentures will be made free and cleand without withholding or
deduction for or on account of any present or fitax, duty, levy, impost, assessment or other mowental charge imposed or levied by or
on behalf of the Government of Canada or of anyipoe or territory thereof or by any authority greacy therein or thereof having power to
tax (collectively, "Taxes"), unless we are requiteavithhold or deduct Taxes by law or by the iptetation or administration thereof. If we
are so required to withhold or deduct any amounbfan account of Taxes from any payment made uodeith respect to the Debentures,
we will pay such additional amounts ("Additional Aomts") as may be necessary so that the net ameegited by each holder (including
Additional Amounts) after such withholding or detlon will not be less than the amount the holdeulddave received if such Taxes had
not been withheld or deducted; provided that noi#halthl Amounts will be payable with respect toayment made to a holder (an "Excluc
Holder") (1) with which we do not deal at arm'sdém (within the meaning of the Income Tax Act (Cdag at the time of making such
payment or (2) which is subject to such Taxes bgoe of its being connected with Canada or anyipcevor territory thereof otherwise than
by the mere holding of Debentures or the receiptayiments thereunder. We will also

(1) make such withholding or deduction and (2) tetimé full amount deducted or withheld to the relevauthority in accordance with
applicable law. We will furnish to the holders b&tDebentures, within 30 days after the date tlgenpat of any Taxes is due pursuant to
applicable law, certified copies of tax receiptglencing such payment by our company. We will indéynand hold harmless each holder
(other than an Excluded Holder) and upon writtequest reimburse each such holder for the amoufa)a&ny Taxes so levied or imposed
paid by such holder as a result of payments maderwr with respect to the Debentures, (b) anyiliiglfincluding penalties, interest and
expenses) arising therefrom or with respect theeatd (c) any Taxes imposed with respect to amplrersement under (a) or (b), but
excluding any such Taxes on such holders' net iecom

At least 30 days before each date on which any paynmnder or with respect to the Debentures isathaepayable, if we will be obligated to
pay Additional Amounts with respect to such paymer will deliver to the trustee an Officers' Cctite stating the fact that such Additio
Amounts will be payable, stating the amounts sapbeyand setting forth such other information asesisessary to enable the trustee to pay
such Additional Amounts to holders on the paymexted

AMALGAMATIONS, MERGERS AND SALES OF ASSETS BY OUR C OMPANY

The indenture provides that we will not consolidatth or merge into any other corporation (othenrtta wholly-owned subsidiary of our
company) or convey, transfer, sell or lease oup@riies and assets substantially as an entirgstifnig our company and each subsidiary of
our company as a single consolidated entity araditrg any sale by a subsidiary or of a subsidiangiiding a merger) as a sale by our
company for such purpose) to any corporation (ctiien a wholly-owned subsidiary of the company} Hrat we will not permit any
corporation (other than a wholly owned subsididrpur company) to consolidate with or merge into company or convey, transfer or lease
its properties and assets substantially as aregntiv our company, unless:

o we will consolidate with or merge into anotherpration or convey, transfer or lease our propsréind assets substantially as an entirety
(treating our company and each subsidiary of ourgany as a single consolidated entity and treatinmgsale by a subsidiary or of a
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subsidiary (including a merger) as a sale by oanngany for such purpose) to any corporation, wheeecbrporation formed by such
consolidation or into which we are merged or thocation which acquires by conveyance or transfewhich leases, the properties and
assets of our company substantially as an enfinetgtting our company and each subsidiary of ourany as a single consolidated entity
and treating any sale by a subsidiary or of a slidi (including by merger) as a sale by our conydfan such purpose), will be organized i
existing under the laws of the United States of Aoaeor a state thereof or the District of Columlmathe laws of Canada or a province
thereof, and such corporation will expressly assuyen indenture supplemental hereto, executedlalikbred to the trustee, in form
satisfactory to the trustee, the due and punciaanent of the principal of and any premium andrezgeon all the Debentures and the
performance or observance of every covenant oitienture on the part of our company to be perfaroreobserved,;

o the trustee will have received an opinion of c®iro the effect that the transaction will notutes the successor being required to make
any deduction or withholding on account of any Taftem any payments in respect of the Debenturbihndeduction or withholding is
greater than any deduction or withholding to whighwere subject prior to the transaction;

o immediately after giving effect to such transaet{treating any indebtedness which becomes agathin of our company, or any
subsidiary, as a result of such transaction asigawéen incurred by our company, or such subsid#rthe time of such transaction), no
Event of Default, and no event which, after noticéapse of time or both, would become an Evermefault, will have happened and be
continuing;

o we have delivered to the trustee an officerglfazte and an opinion of counsel, each statirsg ftuch consolidation, merger, conveyance,
transfer or lease and, if a supplemental indenturequired in connection with such transactiorhssupplemental indenture, comply with the
article of the indenture addressing such consatidatmerger, conveyance, transfer or lease, artchtheonditions precedent herein provided
for relating to such transaction have been complitd; and

o the securities or other property receivable imnaetion with such transaction constitute prescdrisecurities.
EVENTS OF DEFAULT
Events of Default under the indenture include, agnothers:

o0 a default in the payment of any interest uponBelentures when the same becomes due and pagadlepontinuance of such default for
the period of 30 days (whether or not such failara result of the subordination provisions relgtio the Debentures);

o a default in the payment of the principal of goemium, if any, on) any Debenture at its matufityether or not such failure is a result of
the subordination provisions relating to the Debesg);

0 a default in the performance of our company, breach of any covenant or warranty of our comgariiie indenture or of any other
covenant to which we or any Significant Subsidiagy become subject, with respect to the Debenamdsontinuance of such default or
breach for a period of 90 days after written nota@eur company by the trustee or to our company
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and the trustee by the holders of at least 25%intipal amount of the Debentures outstanding;

o a default under any bond, debenture, note or etfidence of indebtedness for money borrowed liycompany or any Significant
Subsidiary having an aggregate principal amourgtanting of at least $10,000,000 or under any ragegindenture or instrument under
which there may be issued or by which there maydwaired or evidenced any indebtedness for monegwed by our company or any
Significant Subsidiary having an aggregate princgmaount outstanding of at least $10,000,000, wdrethich indebtedness now exists or ¢
hereafter be created, after the expiration of gplieable grace period with respect thereto;

o failure to comply with the provisions of the sjgenandatory redemption; and
o0 certain events of bankruptcy, insolvency or raaigation involving our company or any Signific&ubsidiary.

As used in this document, "Significant Subsidiangans any subsidiary that would be a significahs®liary as defined under the Regulat
S-X under the Securities Act of 1933 and Securklieshange Act of 1934.

Subject to the provisions of the indenture relatmghe duties of the trustee in case an Eventefallt shall occur and be continuing, the
trustee is under no obligation to exercise anyofights or powers under the indenture at theesgar direction of any of the holders, unless
such holders have offered to the Trustee reasoiatidennity. Subject to such provisions for the inaiéfication of the trustee, the holders
majority in aggregate principal amount of the canisling Debentures have the right to direct the timethod and place of conducting any
proceeding for any remedy available to the trustesxercising any trust or power conferred on thestee.

If an Event of Default has occurred and is contiguieither the trustee or the holders of at [e&8%b & principal amount of the outstanding
Debentures may accelerate the maturity of all Delyes. However, after such acceleration, but bedgtelgment or decree based on
acceleration, the holders of a majority in aggregaincipal amount of outstanding Debentures magleu certain circumstances, rescind and
annul such acceleration, if all Events of Defapiher than the non-payment of accelerated principgale been cured or waived as provided in
the indenture. For information as to the waivedefaults, see "--Modification and Waiver."

No holder of any Debenture has any right to insiany proceeding with respect to the indentuf@oany remedy thereunder, unless
holder has previously given to the trustee writtetice of a continuing Event of Default and thedwuk of at least 25% in aggregate principal
amount of the outstanding Debentures have madewriéquest, and offered reasonable indemnithadrustee to institute such proceeding
as trustee. In addition, the trustee must not heweived from the holders of a majority in aggregaincipal amount of the outstanding
Debentures a direction inconsistent with such regaefailed to institute any such proceeding with0 days. However, such limitations do
not apply to a suit instituted by a holder of a Before for the enforcement of payment of the ppialcof, premium, if any, or interest on such
Debenture on or after the respective due dateesged in such Debenture or of the right to corsuezh Debenture in accordance with the
indenture.

We are required to furnish to the trustee annumByatement as to our performance of certain obbligations under the indenture and as to
any default in such performance. We are furtheuired to furnish to the Trustee an officer's cedife which indicates when any Event of
Default has occurred or is continuing under theemtdre within five business days of the occurresfabe Event of Default.
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MODIFICATION AND WAIVER

Modifications and amendments of the indenture naynlde, and certain past defaults by our compambmavaived, with the consent of
the holders of not less than a majority in aggregaincipal amount of the Debentures at the timstanding. However, no such modification
or amendment may, without the consent of the hadfleach outstanding Debenture affected thereby:

o change the maturity or stated maturity of thegpal of, or any installment of interest on, angtienture;

o reduce the principal amount of, or the premidrany, or interest on, any Debenture;

o reduce the amount payable upon a redemption;

o change the place or currency of payment of guadadf, premium, if any, or interest on, any Deleeat

o impair the right to institute suit for the enfenaent of any payment on or with respect to any Delve;

o adversely affect the right to convert Debentures;

o modify the subordination provisions in a manraireaise to the holders of the Debentures;

o reduce the above-stated percentage of outstabdihgntures necessary to modify or amend the indenr

o reduce the percentage of aggregate principal atradwutstanding Debentures necessary for wai’eompliance with certain provisions
the indenture or for waiver of certain defaults.

The holders of a majority in aggregate principabant of the outstanding Debentures may waive canpé by our company with certain
restrictive provisions of the indenture by writtmmsent. The holders of a majority in aggregategial amount of the outstanding
Debentures also may waive any past default undeintfenture, except a default in the payment afgipal, premium, if any, or interest, by
written consent.

TRANSFER AND EXCHANGE

We have initially appointed the trustee as secudgistrar and transfer agent, acting through dpGrate Trust Offices in New York City. \
reserve the right to vary or terminate the appoamhof the security registrar or of any transfezrgtigr to appoint additional or other transfer
agents or to approve any change in the office titmauhich any security registrar or any transfemagets.

In the event of a redemption of less than all ef Brebentures for any of the reasons set forth aboger "--Redemption,” we will not be
required (1) to issue or register the transferahange of Debentures during a period beginnintbeabpening of business 15 days before the
day of the mailing of a notice of redemption of Batures and ending at the close of business ogiayhef such mailing, or (2) to register the
transfer of or exchange any Debenture, or portienetof, called
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for redemption, except that in the case of any Debve to be redeemed in part, the portion theremf not be redeemed.
NOTICES

Notices to holders of Debentures will be given bgilrto the addresses of such holders as they ajpp#ae Security Register. Such notit
will be deemed to have been given on the date df suailing.

Notice of a redemption of Debentures will be giatieast once not less than 30 nor more than 6€ jgiagr to the redemption date (whi
notice shall be published in accordance with tlee@dures described above) and will specify themgdien date.

REPLACEMENT OF DEBENTURES

Debentures that become mutilated, destroyed, stlérst will be replaced by our company at theemge of the holder upon delivery to the
trustee of the mutilated Debentures or evidendbefoss, theft or destruction thereof satisfactorgur company and the trustee. In the case
of a lost, stolen or destroyed Debenture, indensatysfactory to the trustee and our company maggeired at the expense of the holder of
such Debenture before a replacement Debenturdavibsued.

GOVERNING LAW

The Indenture and the Debentures are governeddyga@mstrued in accordance with the laws of theeSthiNew York, United States of
America. We will submit to the jurisdiction of afigderal or state court in New York City, BoroughMénhattan, for purpose of all legal
actions and proceedings instituted in connectiah thie Debentures and the indenture. We have agub@T Corporation, New York, New
York as our authorized agent upon which processimagerved in any such action.

THE TRUSTEE

In case an Event of Default occurs (and is notdythe trustee will be required to use the degfemare of a prudent person in the conduct of
his own affairs in the exercise of its powers. 8abjo such provisions, the trustee will be undeobligation to exercise any of its rights or
powers under the indenture at the request of atiyeofiolders of Debentures, unless they shall bffeged to the trustee reasonable security
or indemnity.

DESCRIPTION OF THE COMMON SHARES

As at June 30, 1999, there were 29,638,231 comimares of our company outstanding and held of rebgrapproximately 833 shareholde
Our shareholders are entitled to receive dividersjsvhen and if declared by our board of direcbaitsof funds legally available therefor,
except that if any preferred shares of our compaeyoutstanding at the time, the payment of divildesn common shares will be subject to
any preferential rights attaching to any otherglaisseries of shares of our company.

Our shareholders are entitled to one vote for eachmon share on all matters voted on by sharehglderiuding the election of directors.
Shareholders do not have any conversion,
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redemption or preemptive rights. In the event skdiution, liquidation or winding up of our compashareholders are entitled to share
rateably in any assets remaining after the satisfa full of the prior rights of creditors, inafling holders of our company's indebtedness,
and the aggregate liquidation preference of angratlass or series of shares then outstandingpuAditanding common shares are fully paid
and non-assessable.

At our June 15, 1999 annual general meeting, wenebed our Shareholders' Rights Plan, dated April 296, to June 30, 2004.
DESCRIPTION OF THE WARRANTS

The Warrants will be issued directly from our compé#o the warrantholders. The Warrants are sulbjettte terms stated in each Warrant
certificate and warrantholders are referred towlserant certificates for a statement thereof. Tdllofving summaries of certain provisions of
the Warrants do not purport to be complete, andgalogect to the principal provisions to be includethe Warrant certificates. Except as
described below, (1) each whole Eighteen-Month afarwill entitle a warrantholder to purchase onmown share of our company at the
exercise price of $0.70 per share, and (2) eachefrmur-Year Warrant will entitle a warrantholdempurchase one common share at the
exercise price of $1.50 per share until August2D®1, and $1.75 until August 19, 2003, in each sabgect to certain adjustments upon the
occurrence of certain events as described beloe \Warrants will be exercisable immediately upondlosing of the offering. Warrants not
exercised on or prior to the date which is 18 msatiter the completion of this offering, in the ead the Eighteen-Month Warrants, or four
years thereafter in the case of the I-Year Warrants, will become void and all rights@spect thereof will cease as of that time.

The Warrants provide that the exercise price aacththmber of common shares issuable upon exercisaobf Warrant will be adjusted in the
event of any stock split, a stock combination,alstdividend or a spin-off with respect to our coomshares. If we conduct certain rights
offerings, the Warrants provide that the exerciseepwill be adjusted, or, in certain situationsyarrantholder will instead receive cash. The
Warrants further provide that in case of any cap@arganization of our company, any reclassifimatf our company's common shares, any
consolidation or merger of our company with or iatty other person, or any sale, lease or transfany person of all or substantially all of
the assets of our company to any other persorwdaneantholder of each outstanding Warrant will hthesright, upon subsequent exercise of
the Warrant, to receive the kind and amount ofkstother securities or assets receivable upon saiganization, reclassification,
consolidation, merger or sale, lease or transtrwlould have been received by such warrantholden the exercise of the Warrant had such
Warrant been exercised immediately prior to thanévand the exercise price will be adjusted apjmtgly.

Fractional common shares will not be issued up@rase of the Warrants. Instead, a cash adjustbes®d on the last sale price of our
common shares as reported on the American Stockabge on the date of exercise will be made. Thedkits do not confer upon a
warrantholder any voting, preemptive or other righs a shareholder of our company.

Warrants may be exercised at any time betweenatewde complete this offering and 18 months théeeah the case of the Eighteen-Month
Warrants, and four years thereafter in the caskeoFour-Year Warrants, by the surrender to ourpamy of a duly executed certificate
evidencing the Warrants accompanied by paymentlimy a certified or official bank check, payaldtethe order of our company, for the
exercise price multiplied by the number of commbarss to be acquired pursuant to such exercise.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERAT IONS

The following summary describes certain United &tdéederal income tax considerations applicableotders of the Warrants ("U.S. Warrant
Holders"), Common Shares ("U.S. Shareholders")2@lsentures that acquire the Debentures at thgjinaliissue at their original offering
price ("U.S. Debenture Holders") who are U.S. pessgogether, "U.S. Holders"). This summary isdgeneral information purposes only and
is based on the United States Internal Revenue Got@86, Treasury regulations promulgated theregrehd judicial and administrative
interpretations thereof, all as in effect on thééedand all of which are subject to change. We matesought a ruling from the Internal
Revenue Service ("IRS") with respect to the apfiliceof any of the foregoing authorities to the i®n of our company. The tax treatment
to a U.S. Holder may vary depending upon his paldicsituation. Certain holders (including, but hotited to, persons that are not United
States persons, banks, insurance companies, taxpgxeganizations, financial institutions, brokezaters, persons subject to the alternative
minimum tax, persons having a "functional currenstfier than the United States dollar and holdeatwhil hold Debentures or Units as a
position in a "straddle," as part of a "synthe&cugity" or hedge, or a part of a "conversion teati®n" or other integrated investment) may
subject to special rules not discussed below. dhewing summary is limited to U.S. Holders who Mibld the Common Shares and
Debentures as "capital assets" within the meanir&geotion 1221 of the Internal Revenue Code andad@ctually or constructively own 1C
or more of our voting stock. Additionally, the dission below does not address the effect of ang,dtaal or foreign tax law on a U.S.
Holder.

Accordingly, all prospective U.S. Holders are urgedonsult their own tax advisors with respedh purchase, ownership and dispositic
Common Shares, Warrants and Debentures.

As used herein, the term "United States person'hsiea

o an individual who is citizen or resident of thaitdd States;

0 a partnership, corporation or other entity orgediin or under the laws of the United States grsaate thereof;
0 an estate, the income of which is subject to €&&&eral income tax, regardless of source; or

o0 a trust if (@) a court within the United Statesible to exercise primary supervision over theiatnation of the trust, and (b) one or more
United States persons have the authority to coattgubstantial decisions of the trust.

TAXATION OF DEBENTURES
INCOME INCLUSION

For United States federal income tax purposes patsnmcluding any Additional Amounts and any amtooinCanadian tax withheld with
respect to such payments, with respect to the DelEnshould constitute interest that will gengrb# taxable to a U.S. Note Holder as
ordinary income at the time received or accrue@gcicordance with such holder's method of accounting
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SOURCE OF INTEREST AND FOREIGN TAX CREDIT

Interest paid with respect to the Debentures gélpevdl be treated as having a source outsidehef tnited States. Subject to certain com,
limitations set forth in the Internal Revenue Caakemodified by the United States-Canada incoméréaty, U.S. Note Holders may elect to
claim a credit against their United States federadme tax liability for Canadian income tax witldhéf any) from interest received in resp

of Debentures. Interest paid with respect to thbdbéures will be treated as "passive” or "finans&ices" income (or, if Canadian
withholding tax at a rate of 5% or more were tdrbposed, as "high withholding tax interest" incorfa)purposes of computing the foreign
tax credit. The rules relating to the determinatdthe foreign tax credit are complex and prospegburchasers should consult their personal
tax advisors to determine whether and to what éxkey would be entitled to such credit. U.S. Nidt#ders that do not elect to claim foreign
tax credits may instead claim a deduction for Carathcome tax withheld (if any).

SALE, EXCHANGE AND RETIREMENT

Subject to the "PFIC" discussion below, upon tHe,s&xchange, retirement or redemption of a Noté,Sa Note Holder generally will
recognize capital gain or loss equal to the difieesbetween the amount realized upon the saleaageh retirement or redemption (other t
amounts received that are attributable to accmienlast not previously included in income, whichoaimts will be taxable as ordinary incor
and the adjusted tax basis of the Note. Capital galoss will be long-term capital gain or los$hi€ holding period for the Note is more than
one year. For U.S. Note Holders that are not cepans, including individuals, the maximum fedéradome tax rate for such holders on
long-term capital gain will be 20% for most capiakets (including the Debentures) held for moaia ttne year. The deductibility of capital
losses sustained with respect to the Debentushjgct to limitations. In the case of a U.S. Ndtdder who is a "United States resident" as
defined in Section 865 of the Internal Revenue Cadg gain with respect to Debentures will gengriadl treated as U.S. source. Losses with
respect to Debentures in the case of a U.S. Noldedaho is a United States resident as defineskiction 865 of the Internal Revenue Code
will generally be allocated to reduce United Statesrce income.

ADJUSTMENTS TO CONVERSION PRICE

The conversion price of the Debentures is subgeadjustment under certain circumstances. SEE 'lipdism of Debentures - Conversion
Rights."

Section 305 of the Internal Revenue Code may &é&tS. Note Holder as receiving a constructiveritigtion, taxable as a dividend to the
extent of our company's current or accumulatediegsrand profits, in the case of certain adjustménthe conversion rate of the Debentures
that may occur in limited circumstances, partidylan adjustment to reflect a taxable dividend atdbrs of the Common Shares. See "Pa
Foreign Investment Company Rules."

CONVERSION OF DEBENTURES INTO COMMON SHARES

Generally, no gain or loss will be recognized fanitdd States federal income tax purposes on a e¢sioveof the Debentures into Common
Shares. Cash paid instead of fractional shareoofron Shares will, however, result in capital gainloss) to the extent of the difference
between the amount of cash paid and the porticgheoadjusted basis of the Note allocable to suamttifsnal share. The adjusted basis of
Common Shares received on conversion will equaatijested basis of the Note converted, reducetidportion of such adjusted basis
allocated to any fractional Common Share deemebamged for cash and increased by any additionalatpaid upon such conversion. 1
holding period of the Common Shares received oveaion will include the period during
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which the converted Debentures were held. As furdlescribed below and subject to the PFIC discadsédow, gain or loss will be
recognized upon the subsequent sale or excharthe @ommon Shares acquired by conversion of Debes)tmeasured by the difference
between the amount realized upon the sale or egehaind the cost basis of the Common Shares soradqui

TAXATION OF WARRANTS
EXERCISE OF WARRANT

No gain or loss will be recognized by U.S. Warrdotders upon the exercise of any Warrant. The loasis of the Common Shares acqu
upon such exercise will be the cost basis of thersivia plus any additional amount paid upon the @gerof the Warrant. As further described
below, gain or loss will be recognized upon thesggjuient sale or exchange of the Common Shareseddni the exercise of the Warrant,
measured by the difference between the amounteghlipon the sale or exchange and the cost batie @fommon Shares so acquired.

SALE OR EXCHANGE OF WARRANT

If a Warrant is not exercised, but is sold or exge (whether pursuant to redemption or otherwgsg) or loss will be recognized upon s
event, measured by the difference between the ammealized by the holder of the Warrant as a resfudiale, exchange or redemption and the
cost basis of the Warrant. See "- Taxation of Dalres - Sale, Exchange, Retirement" for a desonpi the rules applicable to capital gains
and losses.

EXPIRATION OF WARRANT

If a Warrant is not exercised and is allowed toiexghe Warrant will be deemed to be sold or ergea on the date of expiration. In this
event, the holder of the Warrant will recognizeapital loss to the extent of the cost basis ofitagrant.

TAXATION OF COMMON SHARES
AMOUNT INCLUDIBLE IN INCOME

Subject to the PFIC rules described below, for &thiStates federal income tax purposes, dividenidisbyaour company (including any
Canadian tax withheld thereon) will constitute oatly dividend income to the extent of our companyisent or accumulated earnings and
profits as determined for U.S. Federal income tapppses, and to the extent in excess of earningypeofits, will first be applied against and
reduce the shareholder's basis in such holdeck,stad to the extent in excess of such basisbsitreated as gain from the sale or exchange
of property. Because we are not a U.S. corporatimidends that we pay will not be eligible for ttizidends-received deduction generally
available to corporations.

FOREIGN TAX CREDIT

Subject to limitations set forth in the InternaiMeaue Code, as modified by the United States-Camadme tax treaty, U.S. Shareholders
may elect to claim a credit against their Unitedt&s federal income tax liability for Canadian imeotax withheld from dividends received in
respect of Common Shares. Dividends paid with respethe Common Shares will be treated as "passieeme (or, if Canadian
withholding tax at a rate of 5% or more were tarbposed, as "high withholding tax interest" incorfa)purposes of computing the foreign
tax credit. The rules relating
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to the determination of the foreign tax credit emenplex and prospective U.S. Shareholders shouldutbtheir personal tax advisors to
determine whether and to what extent they wouldri&led to such credit. U.S. Shareholders thatatoelect to claim foreign tax credits may
instead claim a deduction for Canadian income tiixheld.

SALE OF COMMON SHARES

Subject to the "PFIC" discussion below, the sal€@ihmon Shares generally will result in the rectigniof gain or loss in an amount equal
to the difference between the amount realized erséthe and the holder's adjusted basis in the Can8hares. SEE "--Taxation of
Debentures--Sale, Exchange, Retirement" for a gdgmnr of the rules applicable to capital gains #osbes.

PASSIVE FOREIGN INVESTMENT COMPANY RULES

Under the Internal Revenue Code, we may be cladsifs a PFIC. U.S. shareholders of a PFIC and tsodd@ptions (such as the Warrants
and Debentures) to acquire PFIC stock are suljezgrtain adverse tax consequences. These consegusan be mitigated for a U.S.
shareholder (but not for holders of options), urmtain circumstances, if such shareholder makiesedy election to treat our company as a
QEF. ALL U.S. HOLDERS ARE THEREFORE URGED TO CONSUTHEIR OWN TAX ADVISORS ABOUT THE ADVISABILITY

OF MAKING A QEF ELECTION WITH RESPECT TO OUR COMPANALL U.S. HOLDERS ARE ALSO URGED TO CONSULT
THEIR OWN TAX ADVISERS ABOUT THE POSSIBILITY OF CREITING CANADIAN TAXES PAID BY OUR COMPANY

AGAINST U.S. TAX PAYABLE.

DEFINITION OF A PFIC

A PFIC is a corporation not formed in the Unitedt®8$ (a "Non-U.S. Corporation”) and either (1) 7@%more of its gross income is passive
income or (2) 50% or more of the average valuésohssets produce, or are held for the producfiopassive income. Passive income for
these purposes includes interest, dividends, andiceents and royalties. For purposes of thedgoirg tests, if a Non-U.S. Corporation owns
at least 25% by value of the stock of another c@fpan, it is treated as if it instead owned itegmrtionate share of the other corporation's
assets and received directly its proportionateesbhfithe other corporation's income.

We have been advised by PricewaterhouseCoopergHatRve should not be treated as a PFIC with regpeshares purchased by U.S.
shareholders during 1993, 1994, 1995, 1996, 19671888, although we could potentially be a PFIGhwéspect to shares acquired by U.S.
shareholders prior to 1993. We also intend to eadg&gcewaterhouseCoopers LLP or such other adirigbe future to analyze whether we
are a PFIC in 1999 and subsequent years and wailinzee to notify shareholders of the results ofrsfuture analyses. The PFIC analysis
involves a complex analysis of many factors, inalgdamong other things, the price of gold anddheh flow of OGML. For example,
without increasing the amount of income and agbetsproduce active income through the developraoeatquisition of producing mines, a
modest increase in the specific factors mentiondtieé preceding sentence could result in our betgmiPFIC.

For purposes of determining our PFIC qualificative, take into consideration our proportionate slodétbe income and assets attributable to
our subsidiaries in which we hold at least a 258rest (by value). If as a result of the contengalacquisition, we generate gross income
from mining operations, it is possible that we witlt qualify as a PFIC in future years due to immeroent in our ratio of active to passive
income.
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There can be no assurance, with or without theeroplated acquisition, as to whether or not PricevtmiuseCoopers LLP, or such other
advisor, will conclude that we are a PFIC for spehiod. Moreover, even if PricewaterhouseCooperB,Lldr such other advisor, concludes
that we are not a PFIC, its conclusion is not bigdin the United States Internal Revenue ServiceoAlingly, it is possible that the PFIC
rules will apply with respect to the Units and Detuees purchased in this offering.

CONSEQUENCES OF PFIC CLASSIFICATION IF NO QEF ELECT ION MADE

If we are classified as a PFIC, U.S. Shareholdérs do not make timely QEF Elections (as discussdo) will be subject to a number of
special adverse tax rules. For example, gain rézedron disposition of PFIC stock or the receipanf'excess distribution” from a PFIC is
(1) treated as if it were ordinary income earnddlyly on each day in the taxpayer's holding pefiodhe stock at the highest marginal rate in
effect during the period in which it was deemedhedrand (2) subject to an interest charge as ifabalting tax had actually been due in such
earlier year or years. (An excess distributiorhesamount of any distribution received by the (&Bareholder during the taxable year that
exceeds 125% of the immediately preceding three geerage of distributions received from the cogpion, subject to certain adjustments.)
Although the matter is not free from doubt, itileely that proposed United States Treasury Reguiativould be interpreted as applying the
foregoing rules to gain on the disposition of catibée debt such as the Debentures and possikdynounts that would otherwise be treatable
as dividend. These proposed regulations also peatiat the holding period of PFIC stock acquiredruthe exercise of an option would
include the period the option was held. The applitg of the QEF Election to such stock will nbigpwever, avoid the adverse tax
consequences upon its disposition unless the holdkes a Deemed Sale Election described below.

Proposed United States Treasury Regulations bratedige a disposition to include, subject to cergxceptions, any transaction or event
constitutes an actual or deemed transfer of prgpertany purpose under the Internal Revenue Ciodtyding a sale, exchange, gift, transfer
at death, and the pledging of PFIC stock to seauoan. The foregoing rules will continue to appigh respect to a U.S. Holder who held
common shares while we met the definition of a P&¥€n if we cease to meet the definition of a PA@ain, although the matter is not free
from doubt, it is likely that proposed United Stalegeasury Regulations would be interpreted asyappthe foregoing rules to a disposition
of convertible debt such as the Debentures.

The proposed PFIC regulations herein were proptisbd effective in April 1992 and may apply toadist1986 years. However, there car
no assurance that such regulations will be adaptéteir present form.

CONSEQUENCES OF PFIC CLASSIFICATION IF QEF ELECTION MADE

Most of the foregoing adverse tax consequencebeavoided if (1) the U.S. shareholder makes alyimlection to treat our Company as a
QEF (a "QEF Election") for the first year of theasbholder's holding period in which we are a Pidn a year for which the shareholder
also makes the "Deemed Sale Election" describemihbahd (2) we provide the U.S. shareholder witRPBIC Annual Information Statement"
pursuant to temporary Regulations issued by théedrBtates Internal Revenue Service. An electidrettt our company as a QEF would |
however, apply to convertible debt such as the Blves or the Warrants, although it would applgttck acquired upon conversion or
exercise.

S-63



U.S. shareholders of a PFIC who make a QEF Eledtiowever, will be taxable currently on their patar share of the PFIC's ordinary
earnings and net capital gain, unless they makethefr election to defer payments of tax on amounuisided in income for which no
distribution has been received, subject to an éstecharge. Special adjustments are provided teepteénappropriate double taxation of
amounts so included in a U.S. shareholder's inagmoa a subsequent distribution or disposition efgtock.

A U.S. shareholder makes a QEF Election by filirfgpam 8621 with its tax return. In the case of ktowned through a U.S. entity, the
election generally must be made at the entity le&%&€DEF Election must be filed by the due dateinglnto account extensions, for filing the
U.S. shareholder's income tax return for the taxgbhr for which the election is made. A copy & Horm 8621 must also be filed with the
Philadelphia Internal Revenue Service Center. @mage, the election is effective for the shareh&@daxable year for which it is made and
all subsequent taxable years, and may not be revekbout the consent of the Secretary of the Tugadf a U.S. shareholder wishes to m

a QEF Election subsequent to the first year ohbisling period for stock of a Non-U.S. Corporattbat is a PFIC, the U.S. shareholder may
further elect to recognize gain (the "Deemed S#detion") as if it had sold the QEF stock on thstfday of the taxable year in which the
QEF election is made if (1) the U.S. shareholdédsistock in the PFIC on that day and (2) the dt@der can establish the fair market value
of such stock on that day.

In the event that we are classified as a PFIC ntand to comply with the reporting requirementssprioed by temporary Treasury
regulations. In particular, we will maintain infoation so that ordinary earnings and net capitaigaf our company may be determined.
However, future regulations may contain reportind eecord-keeping requirements that are so oneéhaist would not be practicable for our
company to comply. If, after review of the requiksnts, we determine that it would not be practicableomply, we will so notify our
shareholders.

MARK TO MARKET ELECTION

A U.S. Holder of "marketable stock" under the PFI(&s may be able to avoid the imposition of thecggl tax and interest charge by making
a "mark-to-market election." For these purposess,Titeasury is authorized to issue regulationswioaid treat options as "marketable stock."
The Treasury has not, however, issued any guidaitheaespect to this issue at the current timaf sounclear whether a "mark-to-market
election” can be made in respect of an option sisce Warrants and the Debentures.

Generally, pursuant to this election, a U.S. holdeuld include in ordinary income, for each taxaygar during which such stock is held, an
amount equal to the increase in value of the steblich increase will be determined by referencthtovalue of such stock at the end of the
current taxable year as compared with its valuef dse end of the prior taxable year. U.S. Holdbgsiring to make the mark-to-market
election should consult their tax advisors withpext to the application and effect of making suelateon.

INFORMATION REPORTING AND BACKUP WITHHOLDING

Certain information reporting requirements may gpplthe payments with respect to and the procfedsthe sale, exchange or redemption
of the Debentures made to U..S. Holders, other tieat@in exempt recipients such as corporatior31% backup withholding tax will apply
to these payments if the holder fails to providexgayer identification number or certificationfofeign or other exempt status or fails to
report in full dividend and interest income.
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Any amounts withheld under the backup withholdinlps will be allowed as a refund or a credit agasush U.S. Holder's federal income
liability if the required information is furnishdd the United States Internal Revenue Service.

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS

The following is a general discussion of the maletianadian federal income tax consequences ggnapglicable to the acquisition,
ownership and disposition of the Debentures, Com8twares and Warrants offered hereunder. This suynatliresses such consequences
only to persons who at all times are at arm's lemgth our company and are not, and are not dedgmbd, residents of Canada for purposes
of the Income Tax Act (Canada) (the "ITA"), who &haited States persons who will hold such Debestaral Units as capital property and
who will not use or hold such property in carryimga business in Canada (a "Non-Resident Holded)this purpose, United States person
has the meaning given above (under the headingdi@dynited States Income Tax Considerations").

This summary is based on the current provisiorth@iTA and regulations thereunder and all spegifaposals to amend the ITA publicly
announced prior to the date hereof by the Minisfdfinance (Canada) and the current administratneetices and policies of Revenue
Canada, Customs, Excise and Taxation ("Revenuedagndt has been assumed that all specific prdpdesaamend the ITA will be enacted

in substantially their present form and that nceottelevant amendments to the ITA will come intocé However, no assurance can be given
to this effect. Except for the foregoing, this suamndoes not take into account or anticipate amngbs in law, whether by legislative,
administrative or judicial decision or action, miwes it take into account provincial, territorialforeign income tax legislation or
considerations which may differ from those desatiberein. See "Certain United States Federal IncbaxeConsiderations" herein.

This summary is not exhaustive of all possible @#arafederal income tax consequences to all NondeasHolders and in particular: (1)
may not be applicable where the Non-Resident Haklamon-resident insurer carrying on an insurdqusness in Canada and elsewhere;
and (2) is not applicable to a Non-Resident Hottat is not liable to tax in the United States sasta limited liability company. Nor should
these comments be interpreted as legal or tax @adeiany particular Non-Resident Holder, each obmetshould consult its own tax advisors
with respect to their particular circumstances.

TAXATION OF COMMON SHARES AND WARRANTS
COST OF COMMON SHARES AND WARRANTS

Each Unit acquired hereunder will have a cost 05@0NonResident Holders will be required to allocate thstof each Unit on a reasona
basis between the Common Share and Eighteen-Moatha¥it in order to determine their respective cfmstpurposes of the ITA. We will
allocate the full amount of $0.50 received for elletit to the Common Share and a nil amount to tightEen-Month Warrant. We will also
allocate a nil cost to the Four-Year Warrants. Whkelye such allocations to be reasonable, butlinet be binding on Revenue Canada.

The cost of each Common Share and each Warraniraddyy a NonResident Holder will be averaged with the adjustest base of identic
Common Shares or Warrants then owned by the Noid&gsHolder for the purpose of determining theuatjd cost base of each Common
Share and each Warrant to the Non-Resident Holder.
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EXERCISE, OR EXPIRY OF WARRANTS

No gain or loss will be realized by a M-Resident Holder of a Warrant upon the exercisia®\Warrant and the consequent acquisition of
Common Shares. When Warrants are exercised, theReitlent Holder's cost of the Common Shares aadjtirereby will generally be the
aggregate of the Non-Resident Holder's adjustedbase of the Warrant immediately before its exsereind the exercise price paid for the
Common Share, which cost must then be averagediwgthdjusted cost base of all Common Shares dfitimeResident Holder for purposes
of subsequently computing the adjusted cost basadi Common Share of the Non-Resident Holdehdretent of the expiry of an
unexercised Warrant, the warrant holder will reabizcapital loss equal to the adjusted cost bharyj of the Warrant to such Non-Resident
Holder.

INTEREST

Interest paid or credited to a Non-Resident Hotitereturn of the escrowed proceeds of sale of thiessWill be subject to withholding tax in
Canada. The Canadanited States Income Tax Convention, 1980, as aptk(itie "Treaty") provides that the normal 25% waiterithholding
tax on interest is reduced to 10% if paid to a NResident Holder.

DIVIDENDS

Dividends (including deemed dividends) paid or @etion the Common Shares to a NonResident HoldEb&vsubject to withholding tax in
Canada. The Treaty provides that the normal 25&afitvithholding tax on the gross amount of suahiddinds is reduced to 15% if paid to a
Non-Resident Holder. The Treaty provides for a furtlegtuction of the withholding tax rate to 5% if then-Resident Holder is a company
(‘any body corporate or any entity which is treadedh body corporate for tax purposes) which asalent of the United States and which
owns at least 10% of our voting stock.

DISPOSITION OF COMMON SHARES AND WARRANTS

A Non-Resident Holder will not be subject to taxdenthe ITA in respect of a capital gain realizedm the disposition or deemed disposition
(such as would arise on the death of an indivitai-Resident Holder) of a Common Share or Warratdgas such property is "taxable
Canadian property" to the Non-Resident Holder. AnGmn Share or Warrant will be taxable Canadian gmtgdo a Non-Resident Holder if
at any time during the 60-month period ending attiime of disposition of such property, the Non-Best Holder, persons with whom the
Non-Resident Holder did not deal at arm's lengthherNon-Resident Holder together with all such pessmwvned (or had an option,
including a conversion right, to acquire) 25% omrenof the issued shares of any class of our cagitak.

However, under the Treaty, a Non-Resident Holdevhom a Common Share or Warrant represents tagaadian property will not be
liable to tax in Canada in respect of a capitahgeaalized on the disposition of such property ssile

o the value of our common shares is derived prailyigrom real property situated in Canada (inchgdmineral properties in Canada and
rights in relation thereto), or

o the Non-Resident Holder was a resident of Caf@dd20 months during any period of 20 consecuyiwars preceding the disposition of
such property and was a resident of Canada atirmeyduring the 10 years immediately preceding slisposition and owned such property
(or
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property for which the property was substitutedhattime the Non-Resident Holder ceased to beidart of Canada.
TAXATION OF DEBENTURES
NO WITHHOLDING TAX ON PAYMENTS

The payment by our company of interest, princiggir@mium, if any, on the Debentures and the rediempf the Debentures will be exen
from Canadian withholding tax.

CONVERSION OF DEBENTURES

The conversion of a Debenture into Common Sharesupat to the terms of the Debenture will be deenwdo be a disposition by a Non-
Resident Holder of the Debenture for purposes@iA. The cost to such holder of the Common Shaoescquired will be deemed to be the
adjusted cost base to such holder of the Debeiumeediately before conversion.

DISPOSITION OF DEBENTURE

No taxes imposed by the ITA will be payable by ar-Resident Holder of a Debenture upon the dispasitioredemption of such Debenture,
unless such Debenture constitutes taxable Canpdigrerty of such holder by virtue of the conversioivilege attached thereto and the
Treaty relief referred to above is not availablee $he discussion of taxable Canadian propertyrnuhéeheading "Disposition of Common
Shares and Warrants."

PLAN OF DISTRIBUTION

Under an Agency Agreement, dated August 16, 1989 "@gency Agreement"), TD Securities (USA) Intbigt'Agent") has agreed to act as
our agent in offering the Securities to the publica best efforts basis. Pursuant to the Agencegément, TD Securities (USA) Inc. has been
retained in connection with the offering in the tédi States and, through their affiliates, elsewhexeept in Canada.

We have agreed to pay the Agent an agency feer6¢20of our gross proceeds upon closing, and adugtvy5% of the gross proceeds upon
completion of the Acquisition, and to reimburse #gent for certain expenses incurred in conneatidh this offering. The Agent proposes
to offer the Debentures (with Four-Year Warrantg] ¢he Units directly to the public at the offeripgce set forth in this prospectus
supplement.

The Agent is not obligated to and does not intenglurchase any of the Securities. We anticipatettigaAgent will obtain indications of
interest from potential investors for the amounthef offering, and the filing of the final prospestsupplement will not occur until indications
of interest have been received by the Agent foftheamount of the offering. Confirmations and ppectuses will be delivered to all inves
at the time of pricing, informing investors of tblesing date. The closing of this offering may takace only if all of the securities are sold.

We will retain 50% of the gross proceeds from tiffering for our general working capital needs, tee or not we complete the Acquisitic
Fifty percent of the gross proceeds from this a@ffigrtogether with the Debentures, the Four-Yearrdfdas and the Units, will be deposited
with IBJ Whitehall. The funds will be placed in em& pursuant to Rule 15¢2-4 promulgated under thiteld States Securities Exchange Act
of 1934 in equal proportions of Debentures, Foua¥Warrants and Units. IBJ Whitehall will investdareinvest the gross proceeds in the
escrow account into investments such as direct ghernment obligations, certificates of deposttvianks that are members of the Federal
Reserve System, or commercial paper of U.S. cotiposahaving high credit ratings among various ealle U.S. credit ratings agencies.

The funds and securities placed in escrow willddleased immediately before completion of the Adtjais If we do not complete the
Acquisition by December 10, 1999, each investol mgiteive its portion of the funds placed in therews account, attributable to the Units,
together with interest from the date we complete tffering, subject to any deductions for Canadiéthholding tax, and the investor's
proportionate interest in 50% of the Units hel@é#trow. The purchaser's proportionate interestarrémaining Units would then be returned
to us for cancellation. The escrowed proceeds thersale of the Debentures will, however, be dediddo us and the Debentures will be
delivered to each holder thereof along with thalaos proportionate interest in 50% of the FourtW&arrants held in escrow. We will then
be required to repurchase 50% of the principal athofithe Debentures (on a pro rata basis) pursoaamspecial mandatory redemption of a
purchase price equal to the principal amount begpgrchased, plus accrued and unpaid interestrérhaining Four-Year Warrants would
also be returned to us for cancellation. See "Toguisition -- The Acquisition Agreement -- Condit®for Closing" and "--Deadline for
Satisfying Conditions."

We have agreed to indemnify the Agent against iteligbilities, including liabilities under the Utieid States Securities Act of 1933, and to
contribute to payments that the Agent may be reguioc make in respect thereof.
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Assuming the completion of the total offering caekby this prospectus supplement, we will issuedslider to the Agent (1) upon the
closing of this offering, common share purchaseravds to purchase 500,000 common shares (or 60@d@fhon shares if the over-
allotment option is fully exercised) and (2) upampletion of the Acquisition, common share purchaaerants to purchase an additional
500,000 common shares (or 600,000 common shaties dver-allotment option is fully exercised). Eagdrrant is exercisable for one of our
common shares at a cost of $0.70 per common shiaese common share purchase warrants will be eadile for 12 months from the time
of closing of this offering.

We have granted to the Agent an option to plac®wm additional $2,000,000 principal amount of &mhires plus Four-Year Warrants or
Units, solely to cover over-allotments, if any. Buption may be exercised at any time prior todlsing of this offering.

We will enter into a registration rights agreemeith the Agent requiring us to register for resle common shares underlying the Agent's
warrants on any registration statement filed orelfesf the Lender. See "The Acquisition--The Crdeficility--Share Registration."”

We and our directors and officers have agreedvilkawill not issue or sell any common shares orrfaial instruments convertible or
exchangeable into common shares until 90 days thfteclosing date, without prior consent of the Age

The securities and any common shares into whiclseharities are convertible or exercisable havébaen and will not be qualified for
distribution and sale under the securities legmtadf any province or territory of Canada and may be offered or sold, directly or indirect
in Canada. The agent has agreed that no securitldse offered to any resident of Canada. The gtes and any such common shares may
not, for a period of 90 days after the closinghi$ bffering, be traded through the facilities lo¢ fToronto Stock Exchange or sold or othen
transferred to a Canadian resident, except purdaa@axemptions from the registration and prospectgsirements of applicable securities
legislation in Canada.

EXPERTS

The consolidated balance sheets of our companyBsaember 31, 1998 and 1997 and the consolida¢ensents of operations,
shareholders' equity and cash flows for each oftttee years ended December 31, 1998, 1997 and it@8&ded in our annual report on
Form 10-K for the year ended December 31, 199&rpuarated by reference in this prospectus supplehsare been so incorporated in
reliance on the report of PricewaterhouseCoopef, lihdependent accountants, given on the authafityat firm as experts in accounting
and auditing.

The balance sheets of BGL as of June 30, 1998 @8d d4nd the statements of income and expenditacenasulated deficit and cash flow for
the years ended June 30, 1998, 1997 and 1996dattin this prospectus supplement have been sadiedlin reliance on the report of
PricewaterhouseCoopers, chartered accountants) givéhe authority of that firm as experts in agtg and auditing.

Our ore reserves and mineralized material set farthe table under the heading "The Bogoso Prgpé&réscription of the Bogoso Property--
Reserves and Mineralized Material" have been \egtifiy SRK Consulting Engineers and Scientists.iffftemation regarding production a
grading under the heading "The Summary--Recent Dpugents--Gross Rosebel Scoping Study" has beéinedeby Messrs. John Danio PE
and Herbert Osborne, independent
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consultants. All other information with respecipr@duction, grade and mine life under the headirtte"Bogoso Property” has been verified
by Associated Mining Consultants, Ltd., subjecth® assumptions and qualifications stated in tiegiort dated June 30, 1999, as modifiec
an Addendum dated August 10, 1999, and entitledjtBo Gold Limited, Ghana, Independent Engineeriagd®," and such information has
been included in this prospectus supplement iamek upon the authority of said firms as expertsiimning, geology and ore reserve and
mineralized material determinations.

LEGAL MATTERS

Koffman Kalef, Vancouver, British Columbia, willsae opinions relating to the validity of the Comn®&imares covered by this document, the
corporate standing of our company and certain tattars. Paul, Weiss, Rifkind, Wharton & GarrisorvNYork, New York, will issue an
opinion relating to the validity of the Debentusrsd the Warrants covered by this document andrtaindax matters.

GLOSSARY OF TERMS

Oxide Resources: Those mineralized resource s where sulphide minerals
have been oxidized as a re sult of the action of
groundwater.

Sulphide Resources:  Those mineralized resource s occurring principally as
sulphide minerals which ha ve not been weathered or
oxidized.

Transition Resources: Those mineral resources wh ich have been partially
oxidized by the action of groundwater and consist of
a mixture of sulphide and oxide minerals.
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AUDITORS' REPORT TO THE MEMBERS OF
BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

We have examined the financial statements of Bo@sd Limited for the three years ended June 30812997 and 1996.
RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITO RS

The company's Directors are responsible for thpgration of the financial statements. It is oupessibility to express an independent
opinion, based on our audit, on those financidkestants prepared by the Directors.

BASIS OF OPINION

We conducted our audits in accordance with geneaaltepted auditing standards, which require tleaplan and perform the audits to obtain
reasonable assurance about whether the finanatehsénts are free from material misstatement. Alit éncludes examining on a test basis,
evidence supporting the amounts and disclosurgifinancial statements. It also includes an assest of the accounting principles used
and significant estimates and judgments made bylitketors, and an evaluation of the overall adeyud the presentation of the financial
statements.

We planned and performed our audits so as to ohthihe information and explanations which we é¢desed necessary for the purposes of
our audit. We believe that our audits provide uthwireasonable basis for our opinion.

As discussed in Note 20 of the financial statemehescompany had accumulated losses as of Juri988, This factor along with other
matters set forth in Note 20 indicates that the mamy's ability to continue as a going concern negucontinued support from existing and/or
prospective shareholders.

OPINION

In our opinion, the company has kept proper boaksthe financial statements, which are in agreemithtthe books, give a true and fair
view of the state of the company's affairs at 3Mel998, 1997 and 1996 and of the loss and cashdi the company for the years ended
June 30, 1998, 1997 and 1996 in conformity withegalty accepted accounting principles and complwie Ghana Companies Code 1963,
(Act 179).

Chartered Accountants September 11, 1998
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSO GOLD LIMITED)

BALANCE SHEETS

(Unaudited)
March 31,  June 30, June 30,
1999 1998 1997
Note US $°000 US $'000 US $'000
FIXED ASSETS 3 24,232 27,692 30,591
DEVELOPMENT EXPENDITURE 4 14,155 18,648 24,430
DEFERRED ASSETS 5 1,573 973 3,709
39,960 47,313 58,730
CURRENT ASSETS
Inventories 6 8,002 6,041 9,332
Accounts receivable 7 1,494 1,396 1,025
Cash and short term deposits 8 10,673 15,901 16,620
20,169 23,338 26,977
CURRENT LIABILITIES 9 (8,693) (11,882) (24,848)
NET CURRENT ASSETS 11,476 11,456 2,129
TOTAL ASSETS LESS CURRENT LIABILITIES 51,436 58,769 60,859
Less:
Long term liabilities 10 (29,647) (28,232) (58,616)
Environmental rehabilitation provision 11 (12,980) (12,105) (10,500)
(42,627) (40,337) (69,116)

REPRESENTED BY:

Stated capital 12 78,293 78,292 18,222
Accumulated deficit (69,484) (59,860) (51,150)
Shareholders'advances 13 - - 24,671

8,809 18,432  (8,257)
Director....... Approved by and signed on behalfhef Board of Directors on .................... 9&Director ......

The notes on pages S-75 to S-97 form an integrabpghese financial statements.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

STATEMENTS OF INCOME AND EXPENDITURE

(Unaudite
Nine
months
ended
March 3
1999
Note USS$'000
SALES PROCEEDS
Less: Royalties on sales

29,713
(889

NET SALE PROCEEDS 28,824
COST OF SALES

Depreciation of fixed assets 2(b)
Amortization of development
expenditure 2(c)
Other cost of sales

(6,657

(4,493
(19,303

(30,453

GROSS OPERATING PROFIT (LOSS) (1,629
General and administrative expenses
(6,425
Loan and other interest waived
10(d) -
Other income 309

NET OPERATING (LOSS)/ PROFIT BEFORE

INTEREST EXPENSE (7,745
Interest expense (1,879

NET LOSS BEFORE TAXATION 15 (9,624
Taxation 16 -

Net loss for the year (9,624
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d) (Unaudited)

Nine
months Year Year Year
ended ended ended ended

1, March 31, June 30, June 30, June 30,
1998 1998 1997 1996
US$'000 US$'000 US$'000 US3$000

28,300 35,872 38,856 43,985
) (846) (1,076) (1,166) (1,290)

27,454 34,796 37,690 42,695
) (2.892) (5,990) (4,107) (9,801)
) (2.272) (5,856) (2,537) (3,534)
) (15,890) (19,286) (18,651) (13,130)
) (21,054) (31,132) (25,295) (26,465)
) 6,400 3,664 12,395 16,230

) (6,639) (12,332) (14,427) (18,247)

~ 6293 - -
1,167 778 2533 2,136

) 928 (1,597) 501 119

) (5,315) (7,113) (7,190) (7,625)
) (4,387) (8,710) (6,689) (7,506)
) (4,387) (8,710) (6,689) (7,506)

The notes on pages S-75 to S-97 form an integralbpghese financial statements.



BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

STATEMENTS OF ACCUMULATED DEFICIT

(Unaudited)
Nine
months Year Year Year
ended ended ended ended
March 31, J une 30, June 30, June 30,
1998 1998 1997 1996
US$'000 S$'000 US$'000 US$'000
Accumulated deficit brought forward (59,860) ( 51,150) (44,461) (36,955)
Loss for the year transferred from

statement of income and expenditure  (9,624) (8,710) (6,689) (7,506)

ACCUMULATED DEFICIT CARRIED FORWARD  (69,484) ( 59,860) (51,150) (44,461)

The notes on pages S-75 to S-97 form an integralbpghese financial statements.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

STATEMENTS OF CASH FLOW

(Unaudited) (Unaudited)
Nine Nine
months months Year Year
ended ended ended ended
March 31, March 31, June 30, June 30,
1999 1998 1998 1997
Note US$'000 US$'000 US$'000 US$000

NET CASH INFLOW FROM OPERATING
ACTIVITIES (A) 19 3,512 8,935 8,882 17,476
NET CASH OUTFLOW FROM INVESTMENT
AND SERVICING OF FINANCE:
Interest paid
Interest received (2,205) (1,820) (1,773) (1,327)
310 544 415 785

NET CASH OUTFLOW FROM INVESTMENT

AND SERVICING OF FINANCE (B) (1,895) (1,276) (1,358) (542)
CASH FLOW FROM INVESTING ACTIVITIES:

Purchase of tangible fixed assets

and development expenditure
Sale of tangible fixed assets (3,197) (3,776) (3,187) (3,251)
Deferred mine and plant expenditure
16 1) 5 116

(1,223) - (1,128) (2,199)

NET CASH OUTFLOW FROM INVESTING

ACTIVITIES (C) (4,404) (3,777) (4,310) (5,334)
NET INFLOW BEFORE FINANCING (A+B+C) (2,787) 3,882 3,214 11,600
CASH FLOW FROM FINANCING ACTIVITIES:

Repayment of deferred liabilities -- -- -- --

Repayment of loans (2,411) (3,462) (3,933) (4,082)
NET CASH OUTFLOW FROM FINANCING (D) (2,441) (3,462) (3,933) (4,082)
(DECREASE)/ INCREASE IN CASH AND CASH

EQUIVALENTS (A+B+C+D) (5,228) 420 (719) 7,518
Cash and cash equivalents at beginning

of period 15,901 16,620 16,620 9,102
CASH AND CASH EQUIVALENTS AT END OF

PERIOD 10,673 17,040 15,901 16,620

The notes on pages S-75 to S-97 form an integrabpghese financial statements.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS
1. THE COMPANY

Bogoso Gold Limited (the company), formerly knowmEilliton Bogosu Gold Limited until November 14997, was granted a prospecting
licence by the Government of Ghana on August 188186 work, develop and produce gold in a definecession area at Bogoso, Western
Region, Ghana, for a period of thirty years.

Under an agreement signed on November 30, 1994eféexctive July 1, 1994, the Shell Group transfaiite assets of Billiton Group to
Billiton Group (BVI) Limited, a company incorporatén the British Virgin Islands whose ultimate hiolg company was Gencor Limited, a
company incorporated in South Africa.

On July 1, 1997, the company was owned 82% byt&illGroup (BVI) Limited, with 8% held by Internatial Finance Corporation and the
remaining 10% held by the Government of Ghana.

On April 27, 1998, the 82% holding was transfeti@®rogen Holdings (BVI) Limited due to a reorgaatisn within Gencor Limited.
Subsequently, this shareholding was transferrégetocor Bogoso Holdings (BVI) Limited on May 19, 899

As part of a Shareholders Reorganisation Agreemiéattive June 30, 1998, the 82% shareholding afcBewas transferred to a Consortium
of nine banks, namely, International Finance Caafion, Credit Lyonnais, The Sumitomo Bank Limitétobank Transnational Inc., Societe
Generale, Bank Austria, Bank Internationale a Luxeurg, DB (Belgium) Finance N.V./S.A. and Deutstieestitions und
Entwicklungsgesellschaft GmbH. In addition, advandeans and interest payable of US$60,070,00@@feeJune 30, 1998 was converted
into 540,639 Class A Shares. See Note 12 to tladial statements for details of the shareholdasyat June 30, 1998.

2. ACCOUNTING POLICIES

The following are the significant accounting patigiadopted by the company in the preparation sktfieancial statements:
(a) Basis of accounting

The financial statements have been prepared uhddristorical cost convention.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 1998

2. ACCOUNTING POLICIES (CONTINUED)
(b) Fixed assets

These assets have been valued at cost less actedhdégreciation. They are depreciated over thgieeted useful lives, with varying lives
between different groups of assets ranging from fovten years.

Change in method of depreciation:
With effect from July 1, 1997, the company chanie@stimate in calculating the depreciation chdogehe plant and machinery only.

The new method assumes the estimated remainingetotife of the assets to be to June 30, 2003siBusly these assets were depreciated
over lives of between five and ten years.

The change in estimate was adopted as the boalideafors considered at its meeting on Septemb&9®8 that the remaining life of the
assets was limited based on the present econoojictions.

As a result of this change in estimated remainc@nemic life of the assets, the selected asseti@dam the balance sheet at July 1, 1997
be written off in the profit and loss account ogerestimated remaining economic life to June 3032The financial effect was that at June
30, 1998 the net book value of fixed assets wasaexdi by an additional depreciation charge of $78510 $5,990,000 for the year.

(c) Development expenditure

Development expenditure is valued at cost and résed on a straight line basis, taking into cdasition the estimated economic life of the
specific project, which is reviewed on a regulagsiband to the extent to which this value exceedsecoverable amount that excess is fully
written off in the financial year in which this determined.

Change in method of amortisation:

With effect from July 1, 1997, the company chanijgednethod of calculating the amortisation chargete development expenditure from a
unit of production basis to straight line. In adutit the new method assumes the estimated remaggimgomic life of the project to be to June
30, 2003.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2. ACCOUNTING POLICIES (CONTINUED)
(c) Development expenditure (Continued)

The change in method and estimate were adoptégedsonrd of directors considered at its meetinGeptember 8, 1998 that the remaining
life of the project was limited based on the préssonomic projections.

As a result of this change in method of amortisaind estimated remaining economic life of thegupjthe development expenditure on the
balance sheet at July 1, 1997 will be written offtie profit and loss account over an estimatechngimy economic life to June 30, 2003. The
financial effect was that at June 30, 1998, theboek value of development expenditure was redbgealiditional amortisation of $3,377,C
to $5,856,000 for the year.

(d) Deferred assets

Deferred assets mainly represent costs for majert@auls of equipment to improve the equipment ¢erek their useful lives. These costs are
deferred and amortised over the remaining usefatlof the equipment.

(e) Functional currency

The functional currency of the company is the UhiBates dollar since the capital invested, thenfiing of the company and all sales
proceeds are in United States dollars, and appiateiyn 70% of expenditures are dollar related, whihremaining 30% being in Ghanaian
currency.

(f) Foreign currency translation

Current assets and liabilities denominated in fpreiurrencies are translated into the functionalency (United States dollars) at the rates of
exchange ruling at the balance sheet date. Itertieigtatement of income and expenditure are atsht the average rate for the period.
Gains and losses arising from the translation tdrixses are dealt with through the income and exparedstatement.

(9) Inventories

Inventories have been valued at the lower of aesighted average cost basis), and net realisable Ybeing estimated sales proceeds less
expenses incurred in making the sale).
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2. ACCOUNTING POLICIES (CONTINUED)
(9) Inventories (Continued)
For ore and gold inventories, cost comprises aflaiproduction costs and attributable operatingeaeses, including depreciation.

For consumable and spare parts, cost comprisedt ginechase costs. Where appropriate, provisioolsplescence has been included in the
inventory valuation.

(h) Accounts receivable
Accounts receivable are shown at nominal value igkere necessary, provision for bad and doub#btsl
(i) Cash and short term deposits

Cash and short term deposits includes all casmbasaand highly liquid investments with an origimadturity of three months or less. Cash at
bank and in hand is shown at nominal value.

() Long-term and short-term liabilities

These are shown at nominal value.

(k) Net sales proceeds

These are the proceeds from the sale of gold Ioyltitier deduction of sales taxes, discounts, exaigies, and similar levies.

The sale of gold bullion was to Billiton Marketiagd Trading B.V. (BMT), under the terms of the GBlefining and Marketing Agreement
dated January 18, 1990. This agreement ended en3lyri998. An agreement for gold purchase andingfihas been agreed with Societe
Generale and is pending execution upon formal wation of the BMT agreement.

() Cost of sales

These are the historical costs of direct productiod production support activities, including rethtiepreciation, salaries and wages.
(m) General and administrative expenses

The administrative expenses include related deptieni, salaries and wages.

All amounts as of and for the nine months endedck&1, 1999 and 1998 are unaudited.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3. FIXED ASSETS

Land & Plant& Mo bile  Other Capital

Buildings Machinery Equ ipment Equipment WIP Total

US$'000 US$'000 US $'000 US$'000 US$000 US$'000
COST
At July 1, 1997 9,024 39,060 1 3,511 3,689 1,606 66,890
Additions 12 50 858 367 1,900 3,187
Transfers/ disposals 37 130 (299) 100 (607)  (639)
At June 30, 1998 9,073 39,240 1 4,070 4,156 2,899 69,438
Additions 85 1,306 454 400 965 3,210
Transfers/ disposals - -- (478) -- -- (478)
At March 31, 1999 9,158 40,546 1 4,046 4,556 3,864 72,170

ACCUMULATED DEPRECIATION

At July 1, 1997 4,095 17,557 1 1,511 3,136 - 36,299
Charge for the year 1,267 3,477 1,188 58 -- 5,990
Transfers/ disposals - -- (532) (11) -- (543)
At June 30, 1998 5,362 21,034 1 2,167 3,183 - 41,746
Charge for the year 1,419 4,127 797 314 - 6,657
Transfers/ disposals - -- (465) -- -- (465)
At March 31, 1999 6,781 25161 1 2,499 3,497 - 47,938
NET BOOK VALUE
At March 31, 1999 2,377 15,385 1547 1,059 3,864 24,232
At June 30, 1998 3,711 18,206 1,903 973 2,899 27,692
At June 30, 1997 4,929 21,503 2,000 553 1,606 30,591
4. DEVELOPMENT EXPENDITURE
(Unaudited)
March 31, 1999 June 30, 1998 June 30, 1997
US$'000 US$'000 US$'000

Balance at beginning of year 18,648 24,430 25,370

Expenditure for the year -- 74 1,597

Less: Amortisation during the

year (See Note 2(c)) (4,493) (5,856) (2,537)

Balance at end of year 14,155 18,648 24,430
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

5. DEFERRED ASSETS

(Unaudited)
March 31, June 30, June 30,
1999 1998 1997
US$'000 US$'000 US$'000
Balance at beginning of year 973 3,709 4,733
Expenditure for the year 1,223 1,128 2,199
Less: Amortisation during the year
(see Note 2(d)) (623) (3,864) (3,223)
Balance at end of year 1,573 973 3,709
6. INVENTORIES
Ore 1,915 784 1,568
In-process 734 563 1,083
Finished - 398 -
2,649 1,745 2,651
Consumables and spare parts 5,353 4,296 6,681
8,002 6,041 9,332

S-81



BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

7. ACCOUNTS RECEIVABLE

(Unaud ited)
March 31, June 30, June 30,
199 9 1998 1997
Note  US$' 000 US$'000 US$'000
Sundry receivables 1, 052 914 654
Employee advances 271 186 56
Prepaid expenses 171 296 315
1, 494 1,396 1,025
8. CASH AND SHORT TERM DEPOSITS
Balance held within Ghana 505 320 1,177
Balances held externally 10, 168 15,581 15,443
10 673 15,901 16,620

9. CURRENT LIABILITIES

Long-term liabilities - current

portion 9(a) 3, 952 3,956 15,152
Loan interest payable 9(b),10 - 4,049 5,300
Amounts owed to suppliers 1, 143 1,490 975
Amounts owed to group companies -- -- 157
Accruals and other payables 22 3, 598 2,387 3,264

8 693 11,882 24,848
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

9. CURRENT LIABILITIES (CONTINUED)

(a) Long-term liabilities - current portion

International Finance Corporation
Deutsche Investitions und Entwicklungsgesellschaft

Consortium of Banks (ex New Billiton loan)

(b) Loan interest payable

International Finance Corporation
Deutsche Investitions und Entwicklungsgesellschaft

Consortium of Banks (ex New Billiton loan)

10. LONG TERM LIABILITIES

International Finance Corporation
Tranche 1
Tranche 2

Less: Current portion Tranche 1

Deutsche Investitions und Entwicklungsgesellschaft
Tranche 1
Tranche 2

Less: Current portion Tranche 1

Consortium of Banks (ex New Billiton loan)
Less: Current portion

International Finance Corporation - advance
Interest payable on International Finance
Corporation Loan

Interest payable on DEG loan
Interest payable on shareholders advances
Due to Billiton International Metals B.V.

(Unaudited)
March 31, June 30, June 30,

1999

1998 1997

Note  US$'000 US$'000 US$'000

10 2937 2937 7,707
GmbH
10 1,015 1,019 2,615
10 - - 4,830
3,952 3,956 15,152
- 3,024 2,328
GmbH
- 1,025 816
- - 2,156
- 4,049 5,300
10(b)
4,826 6,608 9,544
13,630 13,630 13,630
18,456 20,238 23,174

9a@)  (2,937)

(2,937) (7,707)

15,519 17,301 15,467
GmbH 10(c)

1,619 2,150 3,207

4,471 4,471 4,525

6,000 6,621 7,732

9a)  (1,015)

(1,019) (2,615)

5075 5602 5,117
10(d) - -~ 13,800
9(a) - -~ (4,830)
- -~ 8970
5329 5329 5,329
2,775 - -
949 - -
10(e) - -~ 21,324
10(f) - ~ 2409
29,647 28,232 58,616
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
10. LONG TERM LIABILITIES (CONTINUED)

(a) The loans are secured by a first fixed andifigacharge on fixed assets and the mining ledbesassignment of the rights of the company
under the Gold Refining and Marketing Agreemertharge on the foreign exchange retention accodrnteaompany under the Foreign
Exchange Retention Account Agreement; and the aissgt of insurances.

(b) International Finance Corporation loans, whimtaled US$43,000,000 are divided into six loanmmasing an Al loan of US$9,570,000,
an A2 loan of US$4,430,000, a B1 loan of US$16,d00, a B2 loan of US$7,600,000, a C1 loan of US¥B@00 and a C2 loan of
US$1,600,000.

The Al, B1 and C1 loans were repayable in 15 semi:al instalments which commenced on October 13 @l thereafter each six months,
with the final instalment due on October 1, 20G@aating interest at libor plus 2.125% per annumttee principal outstanding.

The A2, B2 and C2 loans are repayable in 20 semira@rinstalments which were to commence on April995 and thereafter each six
months with the final instalment due on Octobe2d04, attracting interest at libor plus 2.5% pearan on the principal outstanding. BGL |
notified IFC pursuant to Section 3.03 (h) of th€IRescheduling and Amendatory Agreement that tisaresufficient cash available to be
able to repay the respective principal instalmefthe A2, B2 and C2 loans which fell due commegahpril 1, 1995.

The company did make payments of interest in rasfdbe A2, B2, and C2 loans in October 1997 tattin April 1998 for the year ended
June 30, 1998 and such interest is due on theimexést payment date thereafter unless demandedidbeforehand. In respect of the
amount of such payment due and unpaid, interei¥saibove libor plus 2.125% per annum is in effeatnfthe date any such amount became
due until the date of actual payment.

(c) Deutsche Investitions und EntwicklungsgeseliscmbH loans, which totaled DM25,000,000 (appmaiely US$14.1 million at June
30, 1998) are divided into two loans comprisingddnloan of DM17,100,000 (approximately US$9.6 roif) and an A2 loan of
DM7,900,000 (approximately US$4.5 million).
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(d) BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
10. LONG TERM LIABILITIES (CONTINUED)

The Al loan was repayable in 15 semi-annual ingtatswwhich commenced on October 1, 1993 and therazsdch six months with the final
instalment due on October 1, 2000 attracting isteaethe rate of 8.125% per annum on the prin@p&dtanding.

The A2 loan is repayable in 20 semi-annual instaks@hich commenced on April 1, 1995 and therea&eh six months with the final
instalment due on October 1, 2004, attracting @geat the rate of 8.75% per annum on the prinéipknce outstanding. BGL has notified
DEG, pursuant to Article 7.1 (d) that the relevaranche 2 cash availability is insufficient for tbempany to be able to repay the respective
principal instalments of the A2 loan which fell de@mmencing April 1, 1995.

The company did make a payment of interest in @spfethe A2 loan in October 1997 but not in A@r#98 for the year ended June 30, 1998
and such interest shall be payable on the nextesit@ayment date thereafter, unless demandeddbeforehand. Interest at 10.75% per
annum on the balance outstanding is in effect filoendate any such amount became due until theoflaigtual payment.

(d) The company obtained loans totaling US$13,80@dlvided into a Tranche A loan of US$8,800,008 @&renche B loan of US$5,000,0
under the terms of the Billiton Loan Amending Agremt.

The Tranche A loan is repayable in 20 semi-anmsthilments commencing on April 1, 1995 and theeeafach six months with the final
installment due on October 1, 2004, attractingrggeat the rate of libor plus 2.5% per annum @enpttincipal balance outstanding. Penalty
interest is charged at 1% above the relevant isteate if payment is not made.

The Tranche A loan was transferred to the Consartfinine banks, the main shareholders of the comp#ective June 30, 1998. At this
date, the Consortium converted the Tranche A IdanS$8,800,000 and the cumulative interest of U3%2,000 into Class A Shares (See
Note 14).

The Tranche B loan of US$5,000,000 and the cunwaatiterest of US$1,293,000 was waived on Jund 398.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
10. LONG TERM LIABILITIES (CONTINUED)
(e) Interest on shareholders' advances of US$24)8R4vas converted into Class A Shares effectine B0, 1998 (See Note 14).

(f) This represents the balance of the Billitorehntational Metals (BIM) current account with Biflit Bogosu Gold Limited prior to Gencor's
takeover of Shell's interest in the Company. THarxz of US$2,409,000 was written off during tharye

11. ENVIRONMENTAL REHABILITATION PROVISION

Costs are estimated based primarily upon envirotamhand regulatory requirements and are accruedbajed to expense over the expe
economic life of the operation. The environmengddabilitation provision to meet closure costs igently made at the rate of US$1 per
milled ton of ore

12. STATED CAPITAL

(Unaudited)
March 31, June 30, June 30,
1999 19 98 1997
No. of shares No. of shares No. of shares

Authorised shares

Class A shares 18,000,000 18,00 0,000 18,000,000
Class B shares 2,000,000 2,00 0,000 2,000,000
20,000,000 20,00 0,000 20,000,000
(Unaudited)
March 31, June 30, June 30,
1999 199 8 1997
No. of Amount No. of Amount No. of Amount
shares US$'000 shares US$'000 shares US$'000
Issued:
Class A shares 704,639 78,293 704,639 78,293 164,000 18,222
Class B shares 78,293 -- 78,293 -- 18,222
782,932 78,293 782,932 78,293 182,222 18,222

The company issued 540,639 additional Class A SHarehe conversion of advances, loans and irtpegsble of US$60,070,000 as at J
30, 1998 (See Note 14).
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 1998

12. STATED CAPITAL (CONTINUED)

In addition, the Government of Ghana was issuef@0Class B Shares for no consideration, to mairitedir proportionate 10% ownership
of the company.

The shareholders of the company as at March 319,1Rfe 30, 1998 and 1997 are as follows:

(Unaudi ted)
March 31, June 30, June 30,
199 9 1998 1997

Numb er Number  Number
CLASS A SHARES
International Finance Corporation 216,2 70 216,270 14,578
DEG-Deutsche Investitions und
Entwicklungsgesellschaft mbH 158,0 04 158,004 --
Societe Generale 91,1 40 91,140 --
Credit Lyonnais 76,8 97 76,897 -
Bank Austria AG 45,5 66 45,566 -
DB (Belgium) Finance N.V./S.A 45,5 66 45,566 -
The Sumitomo Bank Limited 31,3 31 31,331 --
Banque International a Luxembourg 28,4 77 28,477 --
Transnational Incorporated 11,3 88 11,388 -
Gencor Bogoso Holdings (BVI) Limited -- -- 149,422

704,6 39 704,639 164,000
CLASS B SHARES
Government of Ghana 78,2 93 78,293 18,222
TOTAL SHARES 782,9 32 782,932 182,222

13. SHAREHOLDERS' ADVANCES

(Unaudi ted)
March 31, June 30, June 30,
199 9 1998 1997
Note Numb er Number Number
Consortium of Banks 14 -- -- 24,671
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
13. SHAREHOLDERS' ADVANCES (CONTINUED)

Shareholders' advances represented interest bdéar@ign currency advances made under the terrtteedRevised Shareholders Financing
Agreement of March 22, 1994. These advances atfacterest at the rate of 10% per annum.

In accordance with letters of consent from the ashalders, the Consortium of Banks advance amoutitgS$24,671,000 and accrued
interest of US$20,008,000 were converted into ChaShares effective June 30, 1998. The IFC accintedest of US$4,316,000 was also
converted into Class A Shares effective June 39818owever, the advance of US$5,329,000 was fitabas a londerm liability and will
not accrue any further interest on the remainiriggipal from June 30, 1998 (See Note 14).

14. ADVANCES, LOANS AND INTEREST PAYABLE CONVERTEINTO CLASS A SHARES

A summary of the components of advances, loansrderkest payable converted into 540,639 Class A&heffective June 30, 1998 is as
follows:

US$'000
Note Prin cipal Interest Total
Consortium of Banks

- Advance 13 2 4,671 20,008 44,679
- Loan 10(d) 8,800 2,275 11,075
3 3,471 22,283 55,754

International Finance Corporation 13 - 4,316 4,316
3 3,471 26,599 60,070
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

15. NET LOSS BEFORE TAXATION IS STATED AFTER CHARBG/(CREDITING)

(Unaud ited) (Unaudited)
Marc h 31, March 31, June 30, June 30, June 30,
19 99 1998 1998 1997 1996

Uss$' 000 US$000 US$'000 US$'000 US$'000
Auditors' remuneration 19 11 22 13 12
Bad and doubtful debts 2 136 350 47 --
Directors' fees 22 5 6 6 -
Director's emoluments 100 162 162 125 6
Director's compensation for loss of office

6 62 68 - -
Exchange (gain)/loss 143 (470)  (210) (1,599)
Interest received ( 310) (543) (415) (785)
Inventory write down 38 1,791 2,078 64 791
Loss/(profit) on disposal of assets (16) 1 16  (116)
Roaster write--off - - - - 4,921
Rehabilitation expenditure 1, 570 1,648 2,125 6,363 4,500
16. TAXATION

The company has no taxation charge for the ninetinscended March 31, 1999 or the year ended Junk938, (1997: Nil) as there are
significant tax losses to carry forward.

17. CAPITAL COMMITMENTS

Capital expenditure authorised but not yet experadeat March 31, 1999 and at June 30, 1998 wa83$000 and $6,483,000, respectively
(1997:
$4,488,000).
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
18. CONTINGENT LIABILITIES
(a) Hedged gold
The company had no hedged gold contracts as atiV&rc1999 and June 30, 1998 (1997: $8,090,584).

(b) Staff car loans

The company has guaranteed car loans to senidpstaided through Barclays Bank of Ghana Limitétde balance guaranteed as at March
31, 1999 and June 30, 1998 amounted to $28,36$481885, respectively (1997: $67,302).

19. NET CASH INFLOW FROM OPERATING ACTIVITIES

(Unaudited ) (Unaudited)
Nine Nine
months months  Year Year Year
ended ended ended ended ended
March 31 , March 31, June 30, June 30, June 30,
1999 1998 1998 1997 1996
US$'000 US$'000 US$'000 US$'000 US$'000
Net operating (loss)/profit before
interest expense (7,745) 928 (1,597) 501 119
Depreciation 6,657 2,892 5990 4,107 9,801
Amortisation of development expenditure
4,493 2,272 5856 2,537 3,534
Amortisation of deferred assets
623 972 3,864 3,223 -
Decrease in inventories (1,961) 2,934 3,291 860 3,298
(Increase)/decrease in accounts
receivable (98) (449) (371) 2,008 511
(Decrease)/increase in creditors
864 (507)  (519) 852 149
(Decrease)/increase in long term
liabilities 648 831 (735) 6,000 3,763
Loan and interest waiver - - (6,293) - -
Exchange (gain)/loss on loans
357 (395) (205) (1,711) (1,424)
Loss/(profit) on disposal of assets
(16) 1 16 (116) 37
Interest income (310) (544) (415) (785) (450)
3,512 8,935 8,882 17,476 19,338
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
20. GOING CONCERN

The company has accumulated losses of $59,860080June 30, 1998 due to trading losses overasieyears as a result of high cost of
servicing a heavy debt portfolio and the declingoid price, as well as working capital problemshwitie non-payment of external debt and
limited finance available for an on-going capi@hewal program. Shareholders have converted $6000@f advances, loans and interest
payable into stated capital (See Note 14) in aolditd deferring payments due on long terms loare ($ote 10). The company is also acti
looking for a strategic investor to provide addiébfunds for future expansion of operations basethe ore availability.

A major exploration program has been undertakedentify oxide proved and probable ore reservasxtend the life of the mine. In additic
the exploration work has identified highly prospeetargets and investigations are underway interative sources of ore such as the
treatment of tailings.

21. RECLASSIFICATION
The prior years comparative figures have been ssiflad where applicable to be consistent withdineent year's presentation.
22. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THENITED STATES AND CANADA

The financial statements have been prepared ir@da&coe with accounting principles generally acagiteand in compliance with the Ghana
Companies Code 1963 (Act 179), which differ in agrtrespects from those principles that the compamyld have followed had its financial
statements been prepared in accordance with adoguprinciples generally accepted in the Unitedé&&tar Canada. Differences which
materially affect these financial statements are:

(a) Under U.S. GAAP, items such as foreign exchayajes and losses are required to be shown selyarathe derivation of comprehensive
income. Under Canadian GAAP, foreign exchange ganuslosses related to the translation of foreigmency loans would be deferred and

amortised over the remaining period of the loanth&scurrency of measurement is the U.S. Dollamsodenominated in deutschmarks are

considered foreign currency loans.

(b) Under U.S. GAAP, changes in accounting polieiessaccounted for in the year of change and irdukle cumulative effect of that
accounting change. Under Canadian GAAP, changespgleed retroactively to prior period financiahtgments by restating the prior years'
financial statements and the prior year openingimetl earnings balance in the earliest year regoteJune 1998, the company changed its
method of amortization of development expenditurgts from units of production to straight line.

S-91



BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THENITED STATES AND CANADA
(CONTINUED)

(c) Under U.S. GAAP, extraordinary items are ugulthited to unusual and infrequent events. Suemg are reported separately in the
statement of operations, net of taxes, and incluéte determination of net income. Under Cana@&#AP, gains and losses from the

extinguishment of debt generally do not meet tliteréa for extraordinary items. During the year eddune 30, 1998, creditors forgave
portions of certain loans as discussed Note 10.

(d) Under U.S. and Canadian GAAP, basic earningsipare of common stock is calculated on the weijaverage number of common
shares outstanding during the period and is reddieeach period presented. Per share amountsfigeted for income before extraordinary
items, the cumulative effect of a change in acdognprinciple and for net income.

(e) Under U.S. and Canadian GAAP, the impact dfange in accounting estimate is recorded in theentireporting period, typically three-
month quarters. As of June 30, 1998, the compaapgdd the estimated remaining useful lives oflagtpand machinery and mine to five
years, effective as of July 1, 1997. Under U.S. @adadian GAAP, the impact of the change in esématuld have been recorded as of A
1, 1998, resulting in a lower charge for depreciatind amortization for the year ended June 308.199
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THENITED STATES AND CANADA
(CONTINUED)

Had the company followed GAAP in the United Statestain items on the statements of operations dvbale been reported as follows:
STATEMENT OF OPERATIONS

(Stated in thousands of United States Dollars exgepshare amounts)

(Unaudit ed) (Unaudited)
Nine Nine
month s months Year Year
ended ended ended ended
March 31, March 31, June 30, June 30,
1999 1998 1998 1997
US$'00 0 US$'000 US$'000 US$'000
Net loss as presented (9,62 4) (4,387) (8,710) (6,689)
Foreign exchange gain (a) (21 4) (75) ®) (75)
Change in accounting estimate (e) - - - 3,084 -
Extraordinary gain on extinguishment
of debt (c)
- - - (6,293) -
Income before extraordinary item (9,83 8) (4,462) (11,925) (6,764)
Extraordinary gain on extinguishment
of debt (c)
- - - 6,293 -
Cumulative effect of change in accounting
principle (b) - - - 1,083 --
Net income (loss) under U.S. GAAP (9,83 8) (4,462) (4,549) (6,764)

Other comprehensive income - foreign
exchange gain (a)

Comprehensive income (a) (9,62 4) (4,387) (4,543) (6,689)

Per share data (d):
Extraordinary gain on extinguishment
of debt - - - 3432 -

Cumulative effect of change in accounting
principle - - - 5.91 -

Basic and diluted net loss per share under
U.S. GAAP (12.2 9) (24.07) (24.77) (36.71)

Weighted average shares outstanding (basic
and diluted) 782,93 2 182,222 183,369 182,222

Reconciliation to Canadian GAAP:

Net loss under U.S. GAAP (9,83 8) (4,462) (4,549) (6,764)
Amortisation of foreign exchange gain (a) 9 1 47 28 50
Cumulative effect of change in accounting

principle applied retroactively 2,79 7 1,140 1,521 1,083
Net loss under Canadian GAAP (6,95 0) (3,275) (3,000) (5,631)
Net loss per share under Canadian GAAP (8.8 8) (17.97) (16.36) (30.90)
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THENITED STATES AND CANADA
(CONTINUED)

The effect of differences in accounting under WGBAP and Canadian GAAP on the balance sheetsns¢ateof changes in shareholders'
equity and statements of cash flow are as follows:

BALANCE SHEET

June 30, 1998 June 30, 1997
As  Canadi an U.S. As Canadian U.S.
presented GAAP GAAP presented GAAP GAAP
US$'000 US$'00 0 US$000 US$000 US$'000 US$000
Fixed assets 27,692 28,24 3 28,243 30,591 30,591 30,591
Development expenditure (b) 18,648 22,70 2 21,181 24,430 25,513 24,430
Accumulated comprehensive
income - - - 81 - - 75
Accumulated deficit (59,860) (54,25 3) (55,774) (51,150) (50,142) (51,225)
Total shareholders' equity 18,432 24,12 1 22,600 (8,257) (7,174) (8,257)

(Unaudited)
March 31, 1999

As presente d Canadian GAAP U.S GAAP

US$'000 US$'000 US$'000
Fixed assets 24,232 24,658 24,658
Development expenditure (b) 14,155 20,730 17,933
Accumulated comprehensive income - - 295
Accumulated deficit (69,484) (62,815) (65,612)
Total shareholders' equity 8,809 15,773 12,976

Under U.S. GAAP, accruals and other payables wbealdeparately disclosed as follows:

Mar
1
uss
Accrued payroll, taxes and bonus
Accrued redundancy costs
Accrued royalties
Accrued electricity
Accrued mining department costs
Other accrued liabilities

Total accruals and other payables
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999 1998 1997
‘000 US$'000 US$'000
597 494 779

355 356 208

345 222 296

400 116 244

434 - --
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BOGOSO GOLD LIMITED

(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THEBNITED STATES AND CANADA

(CONTINUED)

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY UNDER U.S. GAAP

St
Class A ClassB Ca
Shares Shares US
BALANCE AT JUNE 30, 1996 164,000
Comprehensive Income:
Net income (loss) 1997
Translation adjustments

Comprehensive Income:

Shares issued

Issue costs

Shareholder advances

BALANCE AT JUNE 30, 1997 164,000
Comprehensive Income:

Net income (loss) 1998

Translation adjustments

Comprehensive Income:
Shares issued 540,639 60,071
Shareholder advances --
BALANCE AT JUNE 30, 1998 704,639
Comprehensive Income:

Net income (loss) 1999

Translation adjustments

Comprehensive Income:
Shares issued
Shareholder advances

18,222 18

18,222 18

60

78,293 78

78,293 78

Accumulated

Other Tot
ated Comprehensive Shareholder Shareh
pital Deficit Income Advances Equi
$'000 US$'000 US$'000 US$'000 US$'0

222 (44,461) - 24671 (1,
(6,764) (6,
75
(6,
222 (51,225) 75 24671 (8,
(4,549) (4,
6
(4,
071 60,
- (24,671) (24,
293 (55,774) 81 - 22
(9,838) o,
214
(C2
293 (65,612) 295 12

al
olders'

ty
00
568)

764)
75

689)

257)
549)
6
543)
071
671)
600

838)
214

624)
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THENITED STATES AND CANADA
(CONTINUED)

STATEMENTS OF CASH FLOW UNDER U.S. GAAP
(STATED IN THOUSANDS OF UNITED STATES DOLLARS)

NET CASH PROVIDED BY (USED IN): Operating Activi ties Investing Activities Financing A ctivities
As presented U.S . GAAP As presented U.S. GAAP As presented U.S. GAAP
For the Nine months ended US$'000 us $'000 US$'000 US $'000 US$'000 US$'000
March 31, 1999 (Unaudited) 3,512 1 ,633 (6,299) (4,420) (2,441) (2,441)
For the Years ended,
June 30, 1998 8,882 7 ,524 (5,668) (4,310)  (3,933) (3,933)
June 39, 1997 17,746 16 ,934 (5,876) (5,334) (4,082) (4,082)

Cash paid for interest for the nine months endeccMa&1, 199 and the years ended June 30, 1998%8Wvias $2,205,000, $1,773,000 and
$1,327,000 respectively.

U.S. GAAP does not permit the presentation of nashdtems in investing or financing activities e tstatements of cash flows. Under the
company's current reporting, no such transacticgr® wcluded in the statements of cash flows. Tmpany did, however, convert
$60,070,000 in shareholder advances plus accrauextst to Class A shares as described in Note 14.

US GAAP TAX CONSIDERATIONS

U.S. GAAP changes the company's method of accayifdinincome taxes to an asset and liability apgio&nder the asset and liability
method, deferred tax assets and liabilities aregeized for the future tax consequences attribtdetifferences between the financial
statement carrying amounts of existing assetsiabhdities and their respective tax bases. Usdefassets and liability method has no effect
on the U.S. GAAP financial statements as the comparconcluded that a full valuation allowance nigstpplied to the deferred tax assets
resulting from the company's net operating lossyfamvards. For the years ended June 30, 1998 @fd and the nine months in the periods
ended March 31, 1999 and 1998, the company hasdetmo current tax expense under U.S. GAAP dtleet@umulative net losses incurred
by the company. Under U.S. GAAP, the company wawtdrecord any deferred tax expense based on the sgionale.
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Summarized below are the components of deferrezstax

(Unaudited)
As of March 31, As of June 30, As of June 30,
1999 1998 1997
US$'000 US$°000 US$'00 0
Temporary differences relating to net liabilities:

Accrued environmental liabilities 4,543 4,237 3,6 75
Tax loss and credit carryforwards 7,415 10,347 10,9 24
Gross deferred tax asset 11,958 14,584 14,5 99
Valuation allowance (11,958) (14,584) (14,5 99)

Net deferred tax assets

The valuation allowance decreased by approxim&2I§ million due to smaller capital expenditur@adhnces in the current period based on
the company's curtailed spending. The statuatoryate in Ghana is 35%, while the company's effectate is nil.
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BOGOSO GOLD LIMITED
(FORMERLY BILLITON BOGOSU GOLD LIMITED)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

22. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN THENITED STATES AND CANADA
(CONTINUED)

IMPACT OF RECENTLY LSSUED ACCOUNTING STANDARDS

In February 1997, the Financial Accounting Standd@dard ("FASB") issued Statement of Financial Astting Standards ("SFAS") No.
128, "Earnings Per Share", effective for finanstatements for periods ending after December 1%7.1Phe Statement requires dual
presentation of basic and diluted earnings peresbarthe face of the income statement. The compasyomplied with the requirements of
this statement.

In June 1997, the FASB issued SFAS No. 130, "Remp@omprehensive Income", effective for finangtltements for periods beginning
after December 15, 1997. The Statement establghadards for reporting and display of comprehengigcome and its components in
financial statements. Comprehensive income foctmpany will include items which have historicdtigen included in Shareholders' Equ
such as unrealized gains or losses on marketabltyesgcurities and foreign exchange gains anceksshe company has complied with the
requirements of this statement.

In June 1998, the Financial Accounting Standardsr@@ssued Statement of Financial Accounting Stadsdl@SFAS") No. 133, Accounting
for Derivative Instruments and Hedging Activiti&=AS No. 133 is effective for all fiscal quartefsab fiscal years beginning after June 15,
2000. SFAS No. 133 requires that all derivativearimaents be recorded on the balance sheet atfétieiralue. Changes in the fair value of
derivatives are recorded each period in curremtiegs or other comprehensive income, dependingluetiver a derivative is designated as
part of a hedge transaction add, if it is, the tgphedge transaction. At this time the companyriaderivative instruments that are subject to
the requirement of this statement.
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GOLDEN STAR RESOURCES LTD.
PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS

The accompanying Pro Forma Consolidated BalancetSiseof March 31, 1999, and the Pro Forma CoreelitiStatements of Operations
for the year ended December 31, 1998 and for tlee ttnonths ended March 31, 1999 give effect t@tiygiisition of Bogoso Gold Limited
("BGL").

We and Anvil Mining N.L. ("Anvil") intend to acquirBGL from a consortium of banks (the "Banks") lyghasing 90% of the common
shares of BGL and 100% of the debt (the "Debt") dlve BGL to the Banks for $6.5 million. We will owit®% of the common shares of
BGL and 77.8% of the Debt. Anvil will own a 20% coran share interest and 22.2% of the Debt. The mnail0% common share interest
will continue to be held by the Government of Ghakféer completion of the acquisition, all of thelat previously owed by BGL to the
consortium of banks will be owed to us and Anvil.

The purchase price for the Acquisition is an ihiiayment by us of $6.5 million, of which $5,056008 for our account and $1,444,000 is for
the account of Anvil. The Purchase Agreement addis for a payment to the sellers based upon tkeage spot price of gold in the two years
subsequent to closing (the "Calculation Period’ e payment will be calculated on a pro-rata bifisiee average afternoon gold price fixing
by the London Bullion Market Association over thal€lilation Period (the "Average Gold Price") isvbe¢n $255 and $310 per ounce and
will be capped at $10.0 million. If we acquire dtlzhal mineable ore reserves that can be processthe Bogoso facility equivalent to at le
50,000 ounces of gold output, we will make a minimpayment of $2.0 million one and half years afiter closing of the Bogoso Purchase
transaction. This payment will be applied towatts $10.0 million cap mentioned above. We will rectirese payments at their fair value at
the date they are determinable. These amountb&dimortized over the remaining life of the minader an agreement with Anvil, our
Company will provide all of the funds for the iwiti$6.5 million purchase price and all other acitjois costs collectively (the "Acquisition
Costs"). We will provide a loan to Anvil (the "NoReceivable") to fund Anvil's share of the AcqudsitCosts. The Note Receivable will bear
an annual interest rate of 15% compounded mon#iilycash distributions from the Bogoso Propertylu# paid to us until we have received
all of the Acquisition Costs plus interest thereon.

The Company will also be required to pay the seléer additional $5,000,000 on the first anniversdrgommencement of sulfide production
at BGL. Due to the uncertain nature of this corgimgconsideration, no liability has been recorde@at of the purchase price allocation.
payment, if made, will be amortized over the rermjrife of the mine.

The Pro Forma Consolidated Financial Statements gfifect to the acquisition described above urftleptirchase method of accounting and
are based on the assumptions and adjustmentshigsanithe Notes to the Pro Forma Consolidatedri€iadStatements contained elsewhere
in this Prospectus Supplement. For purposes oét@essolidated Pro Forma Financial Statementsastassumed that the transactions for
which the pro forma effects are shown were comgi®tarch 31, 1999 for the Pro Forma ConsolidatechBed Sheet and January 1, 1998 for
the Pro Forma Consolidated Statements of Operations

The fair value of the consideration will be allagéto the assets and liabilities acquired based thpfair values of such assets and liabilities
at the date of the acquisition and may be revisbfest to final purchase price allocation and vitura The preliminary estimates and
assumptions as to the value of the assets anditiebof BGL are based upon information availabiéhe date of preparation of the Pro Fo
Consolidated Financial Statements, and will be stdjiupon the final determination of such fair ealuThe items awaiting final allocation
include materials and supplies inventories andhgefiabilities. It is anticipated that final allation of the BGL purchase price will not differ
materially from the preliminary allocation.

The unaudited Pro Forma Consolidated Financiak8tants should be read in conjunction with the histbfinancial statements included ¢
incorporated by reference herein, and other firertata of GSR and BGL included elsewhere in thispectus Supplement.

THE PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS BEQW DO NOT PURPORT TO REPRESENT WHAT THE
RESULTS OF OPERATIONS OR FINANCIAL CONDITION WOULBIAVE ACTUALLY BEEN OR WHAT OPERATIONS WOULD
BE IF THE TRANSACTIONS THAT GIVE RISE TO THE PRO RMA ADJUSTMENTS HAD OCCURRED ON THE DATES
ASSUMED AND ARE NOT INDICATIVE OF FUTURE RESULTS.
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HI
MARC

ASSETS
Cash and Short Term Investments

Accounts Receivable

Note Receivable from Anvil
Inventories

Other Assets

Total Current Assets

Restricted Cash

Deferred Exploration

Mining Properties

Investment in Omai Gold Mines Limited]
Fixed Assets

Other Assets

CURRENT LIABILITIES

Accounts Payable and Accrued Liabilities
Current Portion of Long Term Debt
Accrued Wages and Payroll Taxes

Total Current Liabilities

Long Term Debt
Convertible Debentures
Other Liabilities

Total Liabilities
Minority Interest
Share Capital 1

Equity Component of Convertible
Debentures

Stock Option Loans

Accumulated Deficit (

Total Shareholders' Equity

Total Liabilities and Shareholders' Equity

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS PRO FORMA

GOLDEN STAR RESOURCES LTD.
PRO FORMA CONSOLIDATED BALANCE SHEET
(IN THOUSANDS OF DOLLARS)

STORICAL HISTORICAL MARCH

H 31,1999 31,1999 PRO FORMA
GSR BGL ADJUSTMENTS CO
$ 5,158 $10673 1 $10,000 $
1 (500)
1 (6,500)
1 (3,000)
1 (7,000)
506 1,494
~ - 1 1444
172 8,002 -
91 - -
5,927 20,169 (5,556)
- - 1 10,000
59,621 -
- 39,960 1 (36,615)
1,150 - -
537 - -
136 - 1 500
67,371 $ 60,129 $(31,671) $
575 4742 1 1,300
3951 1 (3,701)
724 —~ 1 3,000
1,299 8,693 599
2,536 29,647 1 (29,647)
- - 1 5989
35 12,980 1 (5,980)
3,870 51,320 (29,039)
5,303 - 1 2166
59,163 78293 1 2000 1
1 (78,293)
- - 1 2011
(4,012) - -
96,953) (69,484) 1 69,484  (
58,198 8,809 (4,798)
$ 67,371 $ 60,129 $(31,671) $

CONSOLIDATED BALANCE SHEET.
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GOLDEN STAR RESOURCES LTD.
PRO FORMA CONSOLIDATED STATEMENT OF OPERATIONS
(STATED IN THOUSANDS OF UNITED STATES DOLLARS EXCHFPER SHARE AMOUNTS)

FOR THE
ENDE
DECEMBE
1998
GSR
REVENUE
Gold Sales $
Interest and Other 6
6
COSTS AND EXPENSES
Cost of Goods Sold
Royalties
Depreciation 2
Amortization
General and Administrative 7,7
Exploration Expense 4
Write--Offs & Abandonment of Mineral
Properties 16,6

Interest Expense

Other Income
Foreign Exchange Loss (Gain)

25,0
LOSS BEFORE THE UNDERNOTED (24,4
Omai Preferred Share Redemption Surplus 9
Net Loss before Minority Inte-r_(;-s-t- (23,4
Minority Interest Loss 1,2

Net Loss

$ (0.

(UNAUDITED)

D

R 31,

35

35

30
12

00
36

26
47
12)
50
62)
14

;1-8)

YEAR FOR THE YEAR PRO FORMA
ENDED FOR THE YEA
DECEMBER 31, ENDED
1998 PRO FORMA DECEMBER 31
BGL ADJUSTMENTS 1998
$ 35,432 $ - $35432

227 - 862
35,659 36,294

23,130 23,130
1,062 - 1,062
13,258 (A) (12,682) 806
1,325 (A) (1,325) -
10,097 17,809

- 443

- ~ 16,600

4936 (B) (4,936) 1,314
(C) 600
(C) 250
(C) 428

(6,419) (B) 6,293 (126)

236 (B) (236) 26
47,625 (11,608) 61,064
(11,966) 11,608  (24,770)

950
(11,966) 11,608  (23,820)
(D) (1,268) (54)
$(11,966) $10,340  $(23,874)
$ - $ (0.70)
3.9 34.1

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS UNAUDITED PRO FORMA
CONSOLIDATED STATEMENT OF OPERATIONS.
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PRO FORMA CONSOLIDATED STATEMENT OF OPERATIONS
(STATED IN THOUSANDS OF UNITED STATES DOLLARS EXCHFPER SHARE AMOUNTS)

FOR TH
MONTHS
MARCH 3
GS
REVENUE
Gold Sales $

Interest and Other

COSTS AND EXPENSES
Cost of Goods Sold
Royalties
Depreciation
Amortization
General and Administrative
Exploration Expense
Other Income
Interest Expense

Foreign Exchange Loss (Gain)

INCOME (LOSS) BEFORE THE UNDERNOTED
(

Omai Preferred Share Redemption Surplus

Net Loss before Minority Interest (
Minority Interest Loss

Net Income (Loss) $(

Net Income (Loss) Per Share -- Basic $(0

Net Income (Loss) Per Share -- Fully
Diluted

GOLDEN STAR RESOURCES LTD.

(UNAUDITED)

E THREE FOR THE THREE
ENDED MONTHS ENDED

1,1999 MARCH 31, 1999

WEIGHTED AVERAGE SHARES OUTSTANDING -- BASIC

3

WEIGHTED AVERAGE SHARES OUTSTANDING -- DILUTED

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS UNAUDITED PRO FORMA

R BGL ADJUSTMENTS MARCH 31
$11,145 $ - $11,1
166 25 - 1
166 11,170 11,3
7,253 - 7,2
- 337 - 3
54 2,384  (A) (2,240) 1
- 307 (A)  (307)
698 1,641 - 2,3
47 - -
- (79) -
6 616 (B) (616) 2
() 150
©) 72
(©) 63
(22) (202) (B) 202 (
783 12,257 (2,676) 10,3
617) (1,087) 2,676 9
225 2
392) (1,087) 2,676 1,1
119 - (D)  (209) (
273)  $(1,087) $2467 $11
oy % $0
$ $0
0.2 - 4.0 34
- 54.1 54

CONSOLIDATED STATEMENT OF OPERATIONS.
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GOLDEN STAR RESOURCES LTD.
NOTES TO UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION OF PRO FORMA CONSOLIDATHALANCE SHEET

The accompanying Pro Forma Consolidated BalancetSiseof March 31, 1999 gives effect to the prog@smjuisition of BGL as if such
transaction had occurred on March 31, 1999.

We and Anvil Mining N.L. ("Anvil") intend to acquérBGL from a consortium of banks (the "Banks") lyghasing 90% of the common
shares of BGL and 100% of the debt (the "Debt") g BGL to the Banks for $6,500,000. We will owde4 of the common shares of BGL
and 77.8% of the Debt. Anvil will own a 20% commneirare interest and 22.2% of the Debt. The remaib@¥§ common share interest will
continue to be held by the Government of GhanaerAfompletion of the acquisition, all of the del#ously owed by BGL to the
consortium of banks will be owed to us and Anvil.

The purchase price for the Acquisition is an ihiiayment by us of $6.5 million, of which $5,056008 for our account and $1,444,000 is for
the account of Anvil. The Purchase Agreement addis for a payment to the sellers based upon tkeage price spot price of gold in the two
years subsequent to closing (the "Calculation EedioThe payment will be calculated on a-rata basis if the average afternoon gold price
fixing by the London Bullion Market Association avlie Calculation Period (the "Average Gold Pride"hetween $255 and $310 per ounce
and will be capped at $10.0 million. If we acquadditional mineable ore reserves that can be psedeat the Bogoso facility equivalent to at
least 50,000 ounces of gold output, we will makeimimum payment of $2.0 million one and half yeafter the closing of the Bogoso
Purchase transaction. This payment will be appbedards the $10.0 million cap mentioned above. Chepany will record these payments
at their fair value at the date they are determaakthese amounts will be amortized over the remgitife of the mine. Under an agreement
with Anvil, our Company will provide all of the fuls for the initial $6.5 million purchase price amtother acquisition costs collectively (the
"Acquisition Costs"). We will provide a loan to Aihjthe "Note Receivable") to fund Anvil's sharetbé Acquisition Costs. The Note
Receivable will bear an annual interest rate of Is#ipounded monthly. All cash distributions frore ogoso Property will be paid to us
until we have received all of the Acquisition Coglss interest thereon.

Assets and liabilities assumed have been recordestimated fair market value. After completiortlod acquisition, approximately
$3,000,000 will be paid out to BGL employees assalt of the termination of these employees orAttiuisition Date. This amount has be
reflected as restricted cash. In addition, $7,000 &f cash acquired has been reflected as restiieteh to pay for the assumed mine site
rehabilitation ($6,000,000) and economic and satgzielopment for the mine area community at thentexad closure of the Bogoso Property
($1,000,000).

The Company will also be required to pay the seléer additional $5,000,000 on the first anniversdigommencement of sulfide production
at BGL. Due to the uncertain nature of this corgintgconsideration, no liability has been recordeg@art of the purchase price allocation. -
payment, if made, will be amortized over the renmajrife of the mine.

The Company will obtain the funds necessary thopleta the acquistion of Bogoso through the issuaif&8,000,000 of 7.5% convertible
debentures due in August 2004 and $2,000,000 iityeauits. The convertible debentures may be camdeinto commons shares of the
Company upon the payment of $0.70 per common sfiageequity units are comprised of one common sag$8.50 and one half of a
common share purchase warrant. Approximately, 40@@common shares will be issued inconjuction withequity unit issuance. Each
common share purchase warrant is convertible torommshares of the Company at $0.70. The Compangcéxo incur acquisition and
offering costs of $1,800,000; approximately $500,00which has been paid to date.
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NOTES TO UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

The following allocation of the purchase price eefk the estimated fair market values of assetdianitities acquired in the contemplated
transaction as of March 31, 1999.

COSTS OF ACQUISITION (IN THOUSANDS)

Purchase Price $6,500
Transaction Costs 1,800
Less:
Anvil Note Receivable (1,444)
Cost of Acquisition $6,856

Allocation of Purchase Price

Cash $10,673
Accounts Receivable 1,494
Inventories 8,002
Mining Assets 3,345
Deferred Financing Costs 500
Accounts Payable (7,992)
Long-Term Liabilities (7,000)
Minority Interest (2,166)
Total Purchase Price Allocated $6,856

2. PRO FORMA CONSOLIDATED STATEMENT OF OPERATIONS ADJUSTMENT

The accompanying Pro Forma Consolidated Statenoé@gperations assume that the proposed acquisifi&GL had occurred on January
1998.

The acquisition adjustments are as follows:
a. To record the elimination of depreciation andgimation expense on mining assets acquired darofary 1, 1998.

b. To record the elimination of interest expense fmneign exchange gains/losses and forgivenedslufincluded as other income related to
the debt of BGL.

c. To record the estimated interest expense retatddbt incurred of $8.0 million at 7.5% as pdrthe funding for the acquisition of BGL. -
record the accrual of deemed interest expensééo$250,000 production bonus accrual payable uhéezredit facility and the amortization
of $500,000 in financing costs under the creditlitstc

d. To record the 30% minority interest share inghenings of BGL.

e. No tax expense is recognized as the Companydvw@ye had sufficient net operating losses to damyard and offset against taxable
income.

3. RECONCILIATION OF PRO FORMA CONSOLIDATED FINAN@IL STATEMENTS TO UNITED STATES GAAP

The Pro Forma Consolidated Financial Statements haen prepared using the financial statementsS& Bhich are in accordance with
Canadian generally accepted accounting princigl@aAP") which differ in certain respects from thgsenciples that the Company would
have followed had its financial statements beepamed in accordance with generally accepted acoauptinicples in the United States
("U.S. GAAP"). The presentation of BGL after theghase price allocation is consistent with U.S. GAMifferences which materially affe
these Pro Forma Consolidated Financial Statemeats a

S-104



a. For U.S. GAAP, exploration and general and adinative costs related to projects are chargexkpense as incurred. As such, the
majority of costs charged to Exploration Expensg Abhandonment of Mineral Properties under Cana@aiP would have been charged to
earnings in prior periods under U.S. GAAP. Propadguisition costs are capitalized for both Canadiad U.S. GAAP. The impact of this
adjustment on the Pro Forma

NOTES TO UNAUDITED PRO FORMA CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

Consolidated Balance Sheets would be a reductiolefefrred exploration by $41.4 million. For the Fiarma Consolidated Statements of
Operations the impact of this adjustment would &#® $nillion for the year ended December 31, 1998 $h4 million for the three months
ended March 31, 1999.

b. Under U.S. GAAP, the investment in Omai Gold &&irLimited would have been written off in prior y@and, therefore, the entire Omai
Preferred Share Redemption would have been includiedome. Under Canadian GAAP, a portion of teaDPreferred Share Redemption
is included in income with the remainder reducing tarrying value of the Company's preferred stoekstment. The impact of this
adjustment on the Pro Forma Consolidated BalaneetStould be a reduction of Investment in OGML dfl$million. For the Pro Forma
Consolidated Statements of Operations, the imgati®adjustment would be $0.8 million for the yeaded December 31, 1998 and $0.2
million for the three months ended March 31, 1999.

c. Under U.S. GAAP, no portion of proceeds fromigstiance of convertible debt securities is acamlifdr as attributable to a conversion
feature. Under Canadian GAAP, this element of tleegeds would be treated as additional capital aaedeted over the period of optional
conversion as interest expense. The impact ofttjisstment would increase the Convertible Deberthatance by $2,011,000 and reduce
Equity Component of Convertible Debentures as amwunder Canadian GAAP by a corresponding amount.

The following table summarizes the effect of thexabmaterial adjustments on the Pro Forma FinaStatements:

AS OF MARCH 31, 1999

PRO FO RMA CANADIAN GAAP  PRO FORMA U.S. GAAP
Assets $ 95,829 $ 53,242
Liabilities 26,151 28,162
Minority Interest 7,469 7,517
Stockholders' Equity 62,209 17,563

FOR THE YEAR ENDED DECEMBER 31, 1998
Net (Loss)/Income $(23,874) $(29,375)
FOR THE THREE MONTHS ENDED MARCH 31, 1999

Net (Loss)/Income $ 1,107 $ (309)
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