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REPORTING CURRENCY, FINANCIAL AND OTHER INFORMATION

All amounts in this Report are expressed in United States ("US") dollars, unless
otherwise indicated. Canadian currency is denoted as "Cdn$." Euros are denoted
as " (euro)".

Financial information 1s presented in accordance with accounting principles
generally accepted in Canada ("Cdn GAAP" or "Canadian GAAP"). Differences
between accounting principles generally accepted in the US ("US GAAP") and those
applied in Canada, as applicable to Golden Star Resources Ltd., are explained in
Note 28 to the Consolidated Financial Statements.

Information in Parts I and II of this report includes data expressed in various
measurement units and contains numerous technical terms commonly used in the
gold mining industry. To assist readers in understanding this information, a
conversion table and glossary are provided below.

References to "Golden Star," the "Company," "we," "our," and "us" mean Golden
Star Resources Ltd., its predecessors and consolidated subsidiaries, or any one
or more of them, as the context requires.

NON-GAAP FINANCIAL MEASURES

In this Form 10-K, we use the terms "total cash cost per ounce" and "cash
operating cost per ounce" which are considered Non-GAAP financial measures as
defined in SEC Regulation S-K Item 10 and should not be considered in isolation
or as a substitute for measures of performance prepared in accordance with GAAP.
See Item 7 Management's Discussion and Analysis of Financial Condition and
Results of Operations for a definition of these measures as used in this Form
10-K.

STATEMENTS REGARDING FORWARD-LOOKING INFORMATION

This Form 10-K and the documents incorporated by reference in this Form 10-K

contain forward-looking statements, within the meaning of Section 27A of the
Securities Act and Section 21E of the Exchange Act, with respect to our
financial <condition, results of operations, business, prospects, plans,
objectives, goals, strategies, future events, capital expenditures, and
exploration and development efforts. Words such as "anticipates," "expects,"
"intends, " "forecasts," "plans," "believes," '"seeks," '"estimates," "may,"

"will," and similar expressions identify forward-looking statements.
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Although we believe that our plans, intentions and expectations reflected in
these forward-looking statements are reasonable, we cannot be certain that these
plans, intentions or expectations will be achieved. Actual results, performance
or achievements could differ materially from those contemplated, expressed or
implied by the forward-looking statements contained or incorporated by reference
in this Form 10-K.

These statements include comments regarding: the establishment and estimates of
mineral reserves and resources, recovery rates, production, production
commencement dates, production costs, cash operating costs, total cash costs,
grade, processing capacity, potential mine life, feasibility studies, permitting
and licensing, development costs, expenditures, exploration activities and
expenditures, funding for EURO Ressources S.A., recovery of deferred stripping
charges at Bogoso/Prestea, equipment replacement, anticipated benefits of the
acquisition of St. Jude Resources Ltd., ability to announce Mineral Reserve
estimates as the St. Jude properties 1in 2006, our expansion plans for
Bogoso/Prestea, related permitting and capital costs and anticipated production
and other estimates at Bogoso/Prestea in 2006 and 2007, cash requirements and
sources, production capacity, operating costs and gold recoveries, estimated
capital spending in 2006, effectiveness of and anticipated provisions of the new
Ghanaian Minerals and Mining Bill.

The following, in addition to the factors described under "Risk Factors" in Item
1 below are among the factors that could cause actual results to differ
materially from the forward-looking statements:

o unexpected changes in business and economic conditions;
o significant increases or decreases in gold prices;
2
o changes in interest and currency exchange rates;
o timing and amount of gold production;
o failure to realize the anticipated benefits of the acquisition of St. Jude;
o failure to develop reserves on the St. Jude properties;
o unanticipated grade changes;
o unanticipated recovery or production problems;
o effects of illegal miners on our properties;
o changes in mining and processing costs including changes to costs of raw

materials, supplies, services and personnel;

o changes in metallurgy and processing;

o availability of skilled personnel, materials, equipment, supplies and
water;

o changes in project parameters;

o costs and timing of development of new reserves;
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o results of current and future exploration activities;
o results of pending and future feasibility studies;

o joint venture relationships;

o political or economic instability,

which we operate;

either globally or in the countries in

o local and community impacts and issues;

o timing of receipt of and maintenance of government approvals and permits;

o accidents and labor disputes;

o environmental costs and risks;

o competitive factors, including competition for property acquisitions; and

o availability of capital at reasonable rates or at all.

These factors are not intended to represent a complete list of the general or

specific factors that could affect us. Your
factors disclosed and discussed in Item 1 below.
update forward-looking statements.

CONVERSION FACTORS AND ABBREVIATIONS

For ease of reference, the following conversion factors are

1 acre = 0.4047 hectare

1 foot = 0.3048 meter

1 gram per metric tonne = 0.0292 troy ounce/short
ton

1 short ton (2000 pounds) = 0.9072 tonne

1,000 kg or 2,204.6 1lbs
10,000 square meters

1 tonne =
1 hectare =

The following abbreviations may be used herein:

Au = gold

g = gram

Au g/t = grams of gold per tonne

ha = hectare

km = kilometer

km(2) = square kilometers

kg = kilogram

m = meter

Note: All wunits in this report are stated in metric

otherwise noted.

measurements

attention is drawn to other risk
We undertake no obligation to

provided:

mile
troy ounce
square mile

square kilometer
kilogram
hectare

m(2)
m(3)

Mg or mg
mg/m(3)
T or t
oz

ppb

Ma

unless

1.6093 kilome
31.1035 grams
2.59 square k

100 hectares
2.204 pounds
2.471 acres

square meter
cubic meter
milligram
milligrams p
tonne

troy ounce
parts per bi
million year
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GLOSSARY OF TERMS

We report our reserves to two separate standards to meet the requirements for

reporting 1in both Canada and the United States ("US"). Canadian reporting
requirements for disclosure of mineral properties are governed by National
Instrument 43-101 ("NI 43-101"). The definitions in NI 43-101 are adopted from

those given by the Canadian Institute of Mining, Metallurgy and Petroleum. US
reporting requirements for disclosure of mineral properties are governed by SEC
Industry Guide 7. These reporting standards have similar goals in terms of
conveying an appropriate level of confidence in the disclosures being reported,
but embody differing approaches and definitions.

We estimate and report our resources and reserves according to the definitions
set forth in NI 43-101 and modify and reconcile them as appropriate to conform
to Industry Guide 7 for reporting in the U.S. The definitions for each reporting
standard are presented below with supplementary explanation and descriptions of
the parallels and differences.

NI 43-101 DEFINITIONS

mineral reserve The term "mineral reserve" refers to the economically
mineable part of a measured or indicated mineral resource
demonstrated by at least a preliminary feasibility study.
The study must include adequate information on mining,
processing, metallurgical, economic, and other relevant
factors that demonstrate, at the time of reporting, that
economic extraction can be Jjustified. A mineral reserve
includes diluting materials and allowances for losses that
might occur when the material is mined.

proven mineral The term "proven mineral reserve" refers to the economically
reserve mineable part of a measured mineral resource demonstrated by
at least a preliminary feasibility study. This study must
include adequate information on mining, processing,
metallurgical, economic, and other relevant factors that
demonstrate, at the time of reporting, that economic

extraction is justified. (1)

probable mineral The term "probable mineral reserve" refers to the
reserve economically mineable part of an indicated, and in some
circumstances, a measured mineral resource demonstrated by

at least a preliminary feasibility study. This study must

include adequate information on mining, processing,

metallurgical, economic, and other relevant factors that

demonstrate, at the time of reporting, that economic

extraction can be justified.

4
mineral resource The term "mineral resource" refers to a concentration or
occurrence of natural, solid, 1inorganic or fossilized

organic material in or on the Earth's crust in such form and
quantity and of such a grade or quality that it has
reasonable prospects for economic extraction. The location,
quantity, grade, geological characteristics and continuity
of a mineral «resource are known, estimated or interpreted
from specific geological evidence and knowledge.

measured mineral The term "measured mineral resource" refers to that part of
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resource

indicated mineral
resource

inferred mineral
resource

qualified person(2)

a mineral resource for which quantity, grade or quality,
densities, shape and physical characteristics are so well
established that they can be estimated with confidence
sufficient to allow the appropriate application of technical
and economic parameters, to support production planning and
evaluation of the economic viability of the deposit. The
estimate 1is based on detailed and reliable exploration,
sampling and testing information gathered through
appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes that are spaced
closely enough to confirm both geological and grade
continuity.

The term "indicated mineral resource" refers to that part of
a mineral resource for which quantity, grade or quality,
densities, shape and physical characteristics can Dbe
estimated with a level of confidence sufficient to allow the
appropriate application of technical and economic
parameters, to support mine planning and evaluation of the
economic viability of the deposit. The estimate is based on
detailed and reliable exploration and testing information
gathered through appropriate techniques from locations such
as outcrops, trenches, pits, workings and drill holes that
are spaced closely enough for geological and grade
continuity to be reasonably assumed.

The term "inferred mineral resource" refers to that part of
a mineral resource for which quantity and grade or quality
can be estimated on the basis of geological evidence and
limited sampling and reasonably assumed, Dbut not verified,
geological and grade continuity. The estimate is based on
limited information and sampling gathered through
appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes.

The term "qualified person" refers to an individual who is
an engineer or geoscientist with at least five years of
experience in mineral exploration, mine development or
operation or mineral project assessment, or any combination
thereof, has experience relevant to the subject matter of
the project and the technical report and is a member in good
standing of a professional association.

SEC INDUSTRY GUIDE 7 DEFINITIONS

reserve

proven reserve

The term "reserve" refers to that part of a mineral deposit
which could be economically and legally extracted or
produced at the time of the reserve determination. Reserves
must be supported by a feasibility study done to bankable
standards that demonstrates the economic extraction.
("Bankable standards" implies that the confidence attached
to the costs and achievements developed 1in the study is
sufficient for the project to be eligible for external debt
financing.) A reserve 1includes adjustments to the in-situ
tonnes and grade to include diluting materials and
allowances for losses that might occur when the material is
mined.

The term "proven reserve" refers to reserves for which (a)
quantity is computed from dimensions revealed in outcrops,
trenches, workings or drill holes; grade and/or quality are

computed from the results of detailed sampling and (b) the
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sites for inspection, sampling and measurement are spaced so
closely and the geologic character is so well defined that
size, shape depth and mineral content of reserves are
well-established.

probable reserve The term "probable reserve" refers to reserves for which
quantity and grade and/or quality are computed from
information similar to that wused for proven (measured)
reserves, but the sites for inspection, sampling, and
measurement are farther apart or are otherwise less
adequately spaced. The degree of assurance, although lower
than that for proven reserves, 1s high enough to assume
continuity between points of observation.

mineralized The term "mineralized material" refers to material that is
material (3) not included 1in the reserve as it does not meet all of the
criteria for adequate demonstration for economic or legal

extraction.
non-reserves The term "non-reserves" refers to mineralized material that

is not included 1in the reserve as it does not meet all of
the <criteria for adequate demonstration for economic or
legal extraction.

exploration stage An "exploration stage" ©prospect 1s one which is not in
either the development or production stage.

development stage A "development stage" project is one which is undergoing
preparation of an established commercially mineable deposit
for its extraction but which is not yet in production. This
stage occurs after completion of a feasibility study.

production stage A "production stage" project is actively engaged in the
process of extraction and beneficiation of mineral reserves
to produce a marketable metal or mineral product.

1. For Industry Guide 7 purposes this study must include adequate information
on mining, processing, metallurgical, economic, and other relevant factors
that demonstrate, at the time of reporting, that economic extraction is
justified.

2. Industry Guide 7 does not require designation of a qualified person.

3. This category is substantially equivalent to the combined categories of

measured and indicated mineral resources specified in NI 43-101.
ADDITIONAL DEFINITIONS

alteration - any change in the mineral composition of a rock brought about by
physical or chemical means

ancillary equipment - service equipment not directly associated with primary
process
artisanal - <current or historic informal mining typically of a low tech,

manually intensive nature

assay - a measure of the valuable mineral content
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Au - gold

bio-oxidation or BIOX(R) - a processing method that uses Dbacteria to oxidize
refractory sulfide ore to make it amenable to normal oxide ore processing
techniques such as carbon-in-leach

Birimian - a thick and extensive sequence of Proterozoic age metamorphosed
sediments and volcanics first identified in the Birim region of southern Ghana

cash operating cost per ounce - is equal to total cash cost for the period less
production royalties and production taxes, divided by the number of ounces of
gold sold during the period. (This definition is <consistent with the Gold

Institute's definition)

CIL or carbon-in-leach - an ore processing method involving the use of cyanide
where activated carbon which has been added to the leach tanks is used to absorb
gold as it is leached by cyanide

craton - a stable relatively immobile area of the earth's crust

cut-off grade - when determining economically viable mineral reserves, the
lowest grade of mineralized material that qualifies as ore, i.e. that can be
mined and processed at a profit

cyanidation - the process of introducing cyanide to ore to recover gold

diamond drilling - rotary drilling using diamond-set or diamond-impregnated
bits, to produce a solid continuous core of rock sample

dip - the angle that a structural surface, a bedding or fault plane, makes with
the horizontal, measured perpendicular to the strike of the structure

diorite - a group of intrusive rocks intermediate in composition between acidic
and basic, characteristically composed of dark-colored amphibole, acid
plagioclase, pyroxene and sometimes a small amount of quartz.

disseminated - where minerals occur as scattered particles in the rock

dore - unrefined gold bullion bars containing various impurities such as silver,
copper and mercury, which will be further refined to near pure gold

fault - a surface or zone of rock fracture along which there has been
displacement

feasibility study - a definitive engineering and economic study addressing the
viability of a mineral deposit taking into consideration all associated
technical factors, costs, revenues and risks. We recognize three levels of
feasibility studies; (1) a directional feasibility study or scoping study; (ii)
a pre-feasibility study; and (iii) a feasibility study. A feasibility study that
satisfies the requirements for external financing 1is known as a bankable
feasibility study.

fold - a curve or bend of a planar structure such as rock strata, bedding
planes, foliation, or cleavage

formation - a distinct layer of sedimentary rock of similar composition
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gabbro - a group of dark-colored Dbasic intrusive igneous rocks, (the intrusive
equivalent to basalt)

gabbroic - rock masses made up of gabbro and other similar dark-colored basic
igneous rock

geochemistry - the study of the distribution and amounts of the chemical
elements in minerals, ores, rocks, solids, water, and the atmosphere

geochemical prospecting - a prospecting technique which measures the content of
certain metals in soils and rocks used to define anomalies for further testing

geophysics - the study of the mechanical, electrical and magnetic properties of
the earth's crust

geophysical surveys - a survey method used primarily in the mining industry as
an exploration tool, applying the methods of physics and engineering to the
earth's surface

geotechnical - the study of ground stability

grade - quantity of metal per unit weight of host rock

greenstone - a sequence of usually metamorphosed volcanic-sedimentary rock
assemblages
granodiorite - a group of coarse-grained plutonic rocks intermediate in

composition between quartz diorite and quartz monzonite containing quartz,
plagioclase, potassium feldspar with biotite and hornblende

heap leach - a mineral processing method involving the crushing and stacking of
an ore on an impermeable liner upon which solutions are sprayed to dissolve
metals i.e. gold/copper etc.; the solutions containing the metals are then
collected and treated to recover the metals

host rock - the rock in which a mineral or an ore body may be contained

hydrothermal - the products of the actions of heated water, such as a mineral
deposit precipitated from a hot solution

in-situ - in its natural position

life-of-mine - a term commonly used to refer to the 1likely term of a mining
operation and normally determined by dividing the tonnes of mineral reserve by
the annual rate of mining and processing

mapped or geological mapping - the recording of geologic information including

rock units and the occurrence of structural features, and mineral deposits on
maps
metasediment - a sedimentary rock which shows evidence of having been subjected

to metamorphism

metavolcanic - a volcanic rock which shows evidence of having been subjected to
metamorphism

mineral - a naturally occurring inorganic crystalline material having a definite
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chemical composition
mineralization - a natural accumulation or concentration in rocks or soil of one
or more potentially economic minerals, also the process by which minerals are

introduced or concentrated in a rock

National Instrument 43-101 or NI 43-101 - Canadian standards of disclosure for
mineral projects

non-refractory - ore containing gold that can be satisfactorily recovered by
basic gravity concentration or simple cyanidation

outcrop - that part of a geologic formation or structure that appears at the
surface of the earth

open pit or open cut - surface mining in which the ore is extracted from a pit
or quarry, the geometry of the pit may vary with the characteristics of the ore

body

ore — mineral Dbearing rock that can be mined and treated profitably under
current or immediately foreseeable economic conditions

ore body - a mostly solid and fairly continuous mass of mineralization estimated
to be economically mineable

ore grade - the average weight of the valuable metal or mineral contained in a
specific weight of ore i.e. grams per tonne of ore

oxide - gold Dbearing ore which results from the oxidation of near surface
sulfide ore

pH - a measure on a scale of 1 to 14 of the acidity or alkalinity of a solution
where 7 1s neutral, greater than 7 is basic and less than 7 is acidic

plunge - the angle from the horizontal of a linear geological feature on a plane

Proterozoic - the more recent time division of the Precambrian; rocks aged
between 2,500 million and 550 million years old

put - a financial instrument that provides the right, but not the obligation, to
sell a specified number of ounces of gold at a specified price

pyrite - common sulfide of iron

QA/QC - Quality Assurance/Quality Control is the process of controlling and
assuring data quality for assays and other exploration and mining data

quartz - a mineral composed of silicon dioxide, Si0O2 (silica)

RAB (rotary air blast) drilling - relatively inexpensive and quick exploration
drilling method returning rock chips from the drill hole using high pressure air

RC (reverse circulation) drilling - a drilling method using a tri-cone Dbit,
during which rock cuttings are pushed from the bottom of the drill hole to the
surface through an outer tube, by liquid and/or air pressure moving through an
inner tube

run-of-mine - usually refers to the average ore material Dbeing mined and
processed, i.e. run-of-mine grade of ore delivered to the processing plant

reef - general term that typically refers to a tabular ore body

10
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refractory - ore containing gold that cannot be satisfactorily recovered by
basic gravity concentration or simple cyanidation

rock - indurated naturally occurring mineral matter of various compositions
SAG - semi-autogeneous grinding
sampling and analytical variance/precision - an estimate of the total error

induced by sampling, sample preparation and analysis
sediment - particles transported by water, wind or ice

sedimentary rock - rock formed at the earth's surface from solid particles,
whether mineral or organic, which have been moved from their position of origin
and re-deposited

sericitic - a rock with abundant amounts of sericite, a white fine grained
potassium mica occurring as an alteration product of various aluminosilicate
minerals

shear - a form of strain resulting from stresses that cause or tend to cause
contiguous parts of a body of rock to slide relatively to each other in a
direction parallel to their plane of contact

shield - a large area of exposed basement rocks often surrounded by younger
rocks, e.g. Guiana Shield

stratigraphic or stratigraphically - geology that deals with the origin and
succession of strata

strike - the direction or trend that a structural surface, e.g. a bedding or
fault plane, takes as it intersects the horizontal

strip - to remove overburden in order to expose ore

sulfide - a mineral including sulfur (S) and iron (Fe) as well as other
elements; metallic sulfur-bearing mineral often associated with gold
mineralization

syncline - a concave downward fold, the core of which contains the

stratigraphically younger rocks

tailings - fine ground wet waste material produced from ore after economically
recoverable metals or minerals have been extracted

Tarkwaian - a group of sedimentary rocks of Proterozoic age named after the town
of Tarkwa in southern Ghana where they were found to be gold bearing

tonne - metric tonne, equal to 1,000 kilograms or 2,204.6 pounds

total cash cost per ounce - is equal to total production costs as found on our
consolidated statement of operations less depreciation, depletion, amortization
and asset retirement obligation accretion divided by the number of ounces of
gold sold during the applicable period. (This definition is consistent with the
Gold Institute's definition).

total production cost per ounce - is equal to total production costs as found on

11
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our consolidated statement of operations divided by the ounces of gold sold in
the period; total production costs include all mine-site operating costs,
including the costs of mining, ©processing, maintenance, work in process
inventory changes, mine-site overhead, production taxes and royalties,
depreciation, depletion, amortization, asset retirement obligations and
by-product credits, but does not include exploration costs, corporate general
and administrative expense, impairment charges, corporate business development
costs, gains and losses on asset sales, interest expense, foreign currency gains
and losses, gains and losses on investments and income tax

transition ore - is an ore zone lying between the oxide ore and the sulfide ore;
ore material that is partially weathered and oxidized

vein - a thin, sheet like crosscutting body of hydrothermal mineralization,
principally quartz

volcanics - those originally molten rocks, generally fine grained, that have
reached or nearly reached the earth's surface before solidifying

volcano-sedimentary - rocks composed of materials of Dboth wvolcanic and
sedimentary origin

wall rock - the rock adjacent to a vein

weathering - near surface alteration and oxidation of minerals and rocks by
exposure to the atmosphere or ground water

wire frame - a mesh of triangles wused to define a volume 1in generating
computerized geological models

10
ITEM 1. DESCRIPTION OF BUSINESS

OVERVIEW OF GOLDEN STAR

We are a Canadian incorporated international gold mining and exploration company
producing gold in Ghana, West Africa. We also conduct gold exploration in West
Africa and in South America. Golden Star Resources Ltd. was established under
the Canada Business Corporations Act on May 15, 1992 as a result of the
amalgamation of South American Goldfields Inc., a corporation incorporated under
the federal 1laws of Canada, and Golden Star Resources Ltd., a corporation
originally incorporated under the provisions of the Alberta Business
Corporations Act on March 7, 1984 as Southern Star Resources Ltd. Our principal
office is located at 10901 West Toller Drive, Suite 300, Littleton, Colorado
80127, and our registered and records offices are located at 66 Wellington St.
W, 42nd floor, Box 20, Toronto Dominion Bank Tower, Toronto Dominion Centre,
Toronto, ON M5K 1N6. Our fiscal year ends on December 31.

Through our subsidiaries and joint ventures we own a controlling interest in
four significant gold properties 1in southern Ghana 1in West Africa: the
Bogoso/Prestea property ("Bogoso/Prestea"), the Wassa property ("Wassa"), the
St. Jude properties ("St. Jude Properties") and the Prestea Underground property

12
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("Prestea Underground") .

The Bogoso/Prestea property encompasses the adjoining Bogoso and Prestea mining
concessions, which are operated as a single operation and referred to as

"Bogoso/Prestea." Bogoso/Prestea 1is owned by our 90% owned subsidiary Bogoso
Gold Limited ("BGL") . In 2005, we sold 131,898 ounces of gold from
Bogoso/Prestea. BGL also owns a 90% operating interest in the Prestea

Underground. We are currently conducting exploration and engineering studies to
determine if the Prestea Underground mine can be reactivated on a profitable
basis.

Wassa, which is located 35 kilometers east of Bogoso/Prestea, is owned by our
90% owned subsidiary Wexford Goldfields Limited ("WGL"). Wassa completed

construction and commissioning of a new processing plant and open pit mine at
the end of March 2005 and the project was placed in service on April 1, 2005.
Wassa produced and sold 69,070 ounces of gold during 2005, following its April
1, 2005 in service date.

The St. Jude Properties in southwest Ghana were acquired in December 2005 as a
result of our acquisition of St. Jude Resources Ltd. ("St. Jude"), as discussed
below. The St. Jude Properties consist of the Hwini-Butre and Benso concessions
covering an area of 201 square kilometers and located Dbetween 60 and 85
kilometers south of Wassa. We currently hold a 100% interest in these properties
but the Government of Ghana is entitled to a 10% carried interest when mining
permits are issued.

We also hold several exploration properties including interests in an
exploration joint venture in Sierra Leone and active exploration properties in
Ghana, Cote d'Ivoire, Suriname and French Guiana. We hold indirect interests in

gold exploration properties in Peru and Chile through an investment in Goldmin
Consolidated Holdings. We also own a 53% interest in EURO Ressources S.A.
("EURO"), a French registered, publicly traded royalty holding company (formerly
known as Guyanor Ressources S.A.). EURO holds a participation right which
requires Cambior Inc. to make quarterly payments to EURO, the amounts of which
are based upon the gold price and gold production from Cambior Inc.'s Rosebel
gold mine in Suriname.

All of our operations, with the exception of certain exploration projects,
transact business in US dollars and keep financial records in US dollars. Our
accounting records are kept in accordance with Canadian GAAP.

We are a reporting 1issuer or the equivalent in all provinces of Canada and the
United States and file disclosure documents with the Canadian securities

regulatory authorities and the United States Securities and Exchange Commission.

ACQUISITION OF ST. JUDE

On December 21, 2005, we completed the acquisition of St. Jude, a Canadian
corporation, pursuant to a court ordered plan of arrangement under the Canada
Business Corporation Act (the "Arrangement") under which Golden Star acquired
100% of the issued and outstanding common shares and other securities of St.
Jude. Following the completion of the Arrangement, St. Jude Dbecame a

wholly-owned subsidiary of Golden Star.

Under the terms of the Arrangement, (1) the holders of St. Jude common shares
exchanged their St. Jude common shares for common shares of Golden Star on the
basis of 0.72 of a Golden Star common share for each St. Jude common share, and

(ii) the outstanding warrants and options of St. Jude were exchanged for Golden
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Star warrants or options, such that each holder will be entitled to receive on
the exercise thereof that number of Golden Star common shares that is equal to
the number of St. Jude common shares that would otherwise have been issuable
upon the exercise thereof multiplied by 0.72, with the exercise price being
appropriately adjusted as well. A total of 31.4 million of our common shares
were issued in the Arrangement and a further 5.8 million are issuable upon
exercise of warrants and options exchanged for warrants and options of St. Jude.

GOLD SALES AND PRODUCTION

Ghana has been a significant gold producing country for over 100 years with
AngloGold Ashanti's Obuasi mine and the underground mine at Prestea historically
being the two major producers. Several other areas in Ghana have also produced
significant amounts of gold. The gold industry in Ghana 1s currently
experiencing growth in exploration and development and gold production. Annual
gold production 1in Ghana has exceeded 2 million ounces in recent years and is
expected to increase as planned developments and expansions now underway reach
the production stage.

All of our gold production is sold to a South African gold refinery. Our gold is
sold in the form of dore bars which average approximately 91% gold by weight
with the remaining portion being primarily silver. Revenue is recognized when
title is transferred at the refinery. The sales price is based on the London
P.M. fix on the day of delivery to the refinery.

GOLD PRICE HISTORY

The price of gold is volatile and is affected by numerous factors beyond our
control such as the sale or purchase of gold by wvarious central banks and
financial institutions, inflation or deflation, fluctuation in the relative
values of the US dollar and foreign currencies, changes in global and regional
gold demand, and the political and economic conditions of major gold-producing
countries throughout the world.

The following table presents the high, low and average afternoon fixed prices
for gold per ounce on the London Bullion Market over the past ten years:

Averag
by

Year High Low Average
1996 415 367 388
1997 362 283 331
1998 313 273 294
1999 326 253 279
2000 313 264 279
2001 293 256 271
2002 349 278 310
2003 416 320 363
2004 454 375 410
2005 537 411 445
To March 27, 2006 572 525 553

Data Source: www.kitco.com
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The following diagram depicts the
its significant subsidiaries:

12

GOLDEN STAR
RESOURCES
LTD.
(Canada)

organizational

structure of Golden Star and

EURO RESOURCES

S.A. (France)

Approximately
(53%)

Caystar Holdings
(Cayman Islands)
(100%)

St. Jude Resources
Ltd. (Canada)
(100%)

Bogoso Holdings
(Cayman Islands)
(100%)

Bogoso Gold
Limited
(Ghana)

(90%)

Prestea
Underground Joint
Venture (Ghana)

(90%)

BUSINESS STRATEGY AND DEVELOPMENT

Since 1999, our business and development
the acquisition of producing and development
on the exploration, development and operation of these properties.

Wasford Holdings
(Cayman Islands)
(100%)

Wexford Goldfields
Limited
(Ghana)

(90%)

strategy has been focused primarily on
stage gold properties in Ghana and

Our overall

objective over the past five years has been to grow our business organically and
through acquisitions. As part of the effort to achieve this goal, we actively
investigate potential acquisition and merger candidates. These efforts resulted
in our acquisition of St. Jude.

Our ore processing plant and open pit mine at Wassa were completed and placed in
service on April 1, 2005, and we are currently carrying out construction of a
sulfide ore processing facility at Bogoso/Prestea. If the expansion and
development plans at Bogoso/Prestea are completed as expected in late 2006 and
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assuming a full year of production from the sulfide plant during 2007, our
annualized production is expected to increase to 500,000 ounces of gold in 2007.
Achievement of this target is subject to numerous risks. See the discussion of
risk factors below.

We also conduct gold exploration in West Africa and South America investing

approximately $17 million in such activities during 2005. In Ghana, we are
actively seeking to expand reserves around our existing mines, and we are
planning to commence exploration activities with respect to the St. Jude

Properties in 2006. We employ a number of different strategies to achieve our
exploration goals including the following:

o we maintain a staff of geologists in Ghana responsible for exploring for
new resources in Ghana and for developing new reserves in areas around the
existing operations;
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o we contract with geologic consultants who advise us on existing holdings
and who seek to identify new exploration opportunities;

o we have purchased equity ownership in gold exploration companies that use
the equity funds provided by us to explore in their areas of expertise;

o we provide funding to joint venture partners that use our funding to
conduct active exploration efforts; and

o we maintain an international exploration group that carries out work on
various properties in the Guiana Shield area of South America and in other
areas of Africa outside of Ghana.

OUR ASSETS

Bogoso/Prestea Property—- We own and operate the Bogoso/Prestea gold mine in
southwest Ghana. Ore is currently mined from the Plant-North open-pit surface
operation at Prestea and trucked approximately 15 kilometers to the Bogoso
processing plant where the ore is processed. The current nominal capacity of the
Bogoso processing plant is approximately 1.5 million tonnes per year. The Bogoso
processing plant wutilizes CIL technology along with gravity and flotation
processes to separate gold from the ore. CIL, gravity and flotation technologies

are well known and are widely used for treating gold ores. In addition to the
mine and processing plant facility, Bogoso/Prestea's assets include a fleet of
mining equipment, numerous ancillary facilities including warehouses,
maintenance shops, roadways, administrative offices and a residential complex.

Historical gold output at the Bogoso processing plant has typically ranged
between 130,000 and 175,000 ounces per year. See the "Gold Production and Unit
Costs" table below for additional details on historical production and operating
costs.

A new 3.5 million tonne per year Dbio-oxidation processing plant utilizing
proprietary BIOXPP (R) technology is currently under construction at Bogoso. The
new facility is located next to the existing Bogoso plant and will ©process
refractory sulfide ores from the Bogoso and Prestea properties as well as from
other deposits in the local area. The currently existing plant will continue to
process oxide and certain non-refractory ores. The two side-by-side plants will
have a combined capacity of approximately 5 million tonnes of ore per annum and
should yield approximately 370,000 ounces of gold per annum once construction is
completed in late 2006.
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Mampon - The Mampon deposit, located approximately 35 kilometers north of the
Bogoso processing plant, was acquired in 2003 as part of the Dunkwa property
acquisition. Mampon is an undeveloped gold deposit with 1.6 million tonnes of
mineral reserves at an average grade of 4.53 g/t most of which should be
recoverable by open pit mining methods. Development of this deposit as a
satellite to our Bogoso/Prestea property is scheduled to begin in 2007.

Pampe - The Pampe deposit is located approximately 19 kilometers west of the
Bogoso processing plant. While we have owned the rights to Pampe for several
years, drilling during 2005 identified an indicated mineral resource of 0.2
million tonnes at an average grade of 4.4 g/t, most of which should be
recoverable by open pit mining methods. Development of this deposit as a
satellite to our Bogoso/Prestea property is scheduled to begin in late 2006.

Prestea Underground - The Prestea Underground is located directly beneath the
Prestea property. It consists of a large underground gold mine that operated for
over 100 vyears, under a number of former owners, producing a total of
approximately nine million ounces of gold prior to its closure in early 2002. We
are continuing to conduct exploration and development drilling and carry out
engineering, geological and economic analysis of the mine to determine if it can
be reopened on a profitable basis. The mine includes several useable shafts and
several kilometers of underground workings on numerous levels extending as deep
as 1,400 meters below the surface.

Wassa Property—- We own and operate the Wassa gold mine in southwest Ghana. The
mine includes an open-pit mine, a CIL processing plant, a fleet of mining
equipment, ancillary facilities including an administration building, a
warehouse, a maintenance shop, a stand-by power generating facility and a
residential site with associated facilities. The new Wassa processing plant was
completed 1in early 2005 and placed in service on April 1, 2005. Wassa's 2005
gold production and operating costs are shown on the "Gold Production and Unit
Costs" table below.

St. Jude Properties - The St. Jude Properties consist of the Hwini-Butre and
Benso concessions containing undeveloped zones of gold mineralization and which
together cover an area of 201 square kilometers. These two properties are

located between 60 and 85 kilometers south of our Wassa mine. Prior to being
acquired by us, St. Jude conducted extensive exploration work at the St. Jude
Properties, and based on our review of this past work we estimated a measured
and indicated gold resource of approximately 5.3 million tonnes at an average
grade of 4.56 g/t.

14
Rosebel Participation Right - Through our 53% owned subsidiary EURO, we own a
participation right referred to as the "Rosebel Royalty." This royalty is paid
to our subsidiary by Cambior 1Inc., operator of the Rosebel gold mine in

Suriname. Royalty income totaled $4.7 million in 2005 and $3.0 million in 2004.
Exploration Assets - We have interests in numerous gold exploration properties
in Ghana, Sierra Leone, Burkina Faso, Niger, French Guiana, Suriname and in
other areas of South America.

GOLD PRODUCTION AND UNIT COSTS

The following table shows historical and projected gold production and unit
costs.

17
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Production and Cost Per Ounce (1) 2003

BOGOSO/PRESTEA

Ounces (thousands) 174.3

Cash Operating Cost ($/0z) 166

Total Cash Cost ($/o0z) 184

Total Operating Cost (S$/oz) 216

WASSA (3)

Ounces (thousands) -

Cash Operating Cost ($/0z) -

Total Cash Cost ($/o0z) —

Total Operating Cost ($/0z) -

CONSOLIDATED

Consolidated Total Ounces (2) (thousands) 174.3

Consolidated Cash Operating Cost ($/0z) 166

Consolidated Total Cash Cost ($/0z) 184

Consolidated Total Operating Cost (S/0z) 216

(1) See MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS for definitions of the cost per ounce measures as used in
this table.

(2) Gold production 1is shown on a 100% basis, which represents our current
beneficial interest in gold production and revenues. The Government of
Ghana, which has a 10% carried interest in Bogoso/Prestea and Wassa, would
receive 10% of any dividends distributed from Bogoso/Prestea and Wassa once
all of the capital has been repaid.

(3) Wassa's 2005 production figures are for the nine-month period following its
April 1, 2005 in-service date.

MINERAL RESERVES

Our proven and probable Mineral Reserves are estimated in conformance with

definitions set out in NI 43-101. Technical Reports on our Mineral Reserves for

Bogoso/Prestea and Wassa have been filed as required by NI 43-101. The proven

and probable Mineral Reserves are those ore tonnages contained within

economically optimized pits, configured using current and predicted mining and

processing methods and related operating costs and performance parameters. We
believe that our Mineral Reserves are calculated on a basis consistent with the
definition of proven and probable mineral reserves prescribed for use in the US
by the US Securities and Exchange Commission and set forth in SEC Industry Guide
7. See our "Glossary of Terms."

We prepare our estimates of Mineral Reserves Dbased on information compiled
and/or validated by Mr. William Tanaka, our employee, who holds the position of
Group Reserves Manager. Mr. Tanaka is a qualified geological engineer with 20
years of experience and is a member of the Australian Institute of Mining and
Metallurgy. Mr. Tanaka is considered a qualified person under NI 43-101.
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The proven and probable Mineral Reserves as of December 31, 2005 have been
estimated at an economic cut-off grade based on a gold price of $400 per ounce,

2004

147.9
250
264
350

147.9
250
264
350
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which approximately equates to the three year-rolling average gold price. This
compares to $360 per ounce used for the estimate of our Mineral Reserves at
December 31, 2004. The cut-off grade defines reserve material that is
demonstrated to be technically and economically feasible to extract. In
determining reserves, we first design an economically optimized pit based on all
operating costs, 1including the costs to mine. Since all material lying within
the optimized pit shell will be mined, the cut-off grade used in determining our
reserves 1is calculated on the basis of material that, having been mined, 1is
economic to transport and process without regard to primary mining costs (i.e.
mining costs that were appropriately applied at the economic optimization
stage) .

The OQA/QC controls program used in connection with the estimation of our
reserves consists of regular insertion and analysis of blanks and standards to
monitor laboratory performance. Blanks are used to check for contamination.
Standards are used to check for grade-dependence biases. A total of eleven
standards are used, five generated by Golden Star ranging from 0.24 to 4.55 g/t
and six commercially available standards ranging from 0.22 to 3.42 g/t.

The following table summarizes our estimated proven and probable Mineral
Reserves as of December 31, 2005 and December 31, 2004:

As of December

Tonne

(millions)

S
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PROVEN AND PROBABLE MINERAL
RESERVES As of December 31, 2005
Property Tonnes Gold Grade Ounces
Mineral Reserve Category (millions) (g/t) (millions)
Bogoso/Prestea
Proven Mineral Reserves:
Non-refractory 1.9 3.82 0.23
Refractory 13.0 3.00 1.25
14.9 3.11 1.48
Probable Mineral Reserves:
Non-refractory 7.0 2.26 0.51
Refractory 11.4 2.42 0.89
18.4 2.36 1.40
Total Proven and Probable:
Non-refractory 8.9 2.59 0.74
Refractory 24.4 2.73 2.14
Total Bogoso/Prestea Proven and
Probable 33.3 2.69 2.88
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Mampon

Probable Mineral Reserves:

Non-refractory 1.0 3.54 0.12 0.3
Refractory 0.5 6.37 0.11 0.7
Total Mampon Probable 1.5 4.53 0.23 1.0
Wassa

Probable Mineral Reserves:

Non-refractory 21.9 1.34 0.94 19.3
Total Wassa Probable 21.9 1.34 0.94 19.3
Total

Proven Mineral Reserves:

Non-refractory 1.9 3.82 0.23 3.0
Refractory 13.0 3.00 1.25 11.5

14.9 3.11 1.48 14.5
Probable Mineral Reserves:
Non-refractory 30.0 2.26 1.57 26.9
Refractory 11.9 2.42 1.00 9.7
41.9 1.90 2.57 36.6
Total Proven and Probable:
Non-refractory 31.9 2.59 1.80 29.9
Refractory 24.9 2.73 2.25 21.2
Total Proven and Probable 56.8 2.22 4.05 51.1
(1) The terms "non-refractory" and "refractory" refer to the ore type and are

defined in the Glossary of Terms. We plan to process the refractory ore in
our BIOX(R) bio-oxidation plant that is currently Dbeing constructed at
Bogoso and to process the non-refractory ore using more traditional
gravity, flotation and/or cyanidation techniques in our existing processing
plants at Bogoso and Wassa.

(2) Mineral Reserves are expressed on a 100% basis. Golden Star's share of the
Mineral Reserves 1s subject to the Government of Ghana's 10% carried

interest which entitles them to a 10% dividend once our capital costs have
been recovered.
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Stockpiled Ores

Included in Bogoso/Prestea's proven and probable Mineral Reserves at year-end
2005 and 2004 are stockpiled ores of 0.4 and 0.3 million tonnes at an average
grade of 2.42 g/t and 2.67 g/t, respectively. Ounces in stockpiles at Wassa were
nil at the end of 2005. The table below summarizes the Bogoso/Prestea stockpiled
ores.

STOCKPILES INCLUDED IN

RESERVES As of December 31, 2005 As of December 31, 20
Property Tonnes Gold Grade Ounces Tonnes Gold Grade
Mineral Reserves Category (millions) (g/t) (millions) (millions) (g/t) (m
Bogoso/Prestea
Proven Stockpiles:
Non-refractory 0.20 2.39 0.02 0.1 2.74
Refractory 0.16 2.44 0.01 0.2 2.64
Total Proven Stockpiles 0.36 2.42 0.03 0.3 2.69

Reconciliation of Mineral Reserves as shown under NI 43-101 and under SEC
Industry Guide 7

Since we report our Mineral Reserves to both NI 43-101 and SEC Industry Guide 7
standards, it is possible for our reserve figures to vary between the two. Where
such a variance occurs it will arise from the differing requirements for
reporting Mineral Reserves. For example, NI 43-101 has a minimum requirement
that reserves be supported by a pre-feasibility study, whereas Industry Guide 7
requires support from a detailed feasibility study that demonstrates that
economic extraction is justified.

For the Mineral Reserves at December 31, 2005 and 2004, there is no difference
between the Mineral Reserves as disclosed under NI 43-101 and those disclosed
under Industry Guide 7, and therefore we do not provide reconciliation.

Reconciliation of Proven and Probable Mineral Reserves - December 31, 2004 to
December 31, 2005

Reconciliation Tonnes Contained Tonnes Contained
(millions) Ounces (% of Opening) Ounces
(millions) % of Opening)

Opening Mineral Reserves 51.1 3.78 100 100
Gold Price 7.4 0.44 15 12
Exploration 11.0 0.77 21 20
Mining Depletion (1) (6.4) (0.39) (13) (10)
Operating cost increases (5.4) (0.50) (10) (13)
Design changes (0.9) (0.10) (2) (2)

Closing Mineral
Reserves (2) 56.8 4.00 111 107
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(1) Depletion represents contained ounces of Mineral Reserves processed during
2005 before considering recovery losses and therefore does not equal 2005
actual gold production.

(2) Increases and decreases in Mineral Reserves can result from the discovery
of new mineralization, <conversion of Non-Reserve Mineral Resources to
Mineral Reserves, and changes 1in price assumptions, unit costs and
recoveries or any combination of these factors. The increases in Mineral
Reserves during 2005 were due primarily to the results of exploration at
Bogoso/Prestea and Wassa, and an increase to $400 per ounce from $360 per
ounce in the estimated gold price used to calculate Mineral Reserves.

NON-RESERVES - MEASURED AND INDICATED MINERAL RESOURCES

Measured and Indicated Mineral Resources
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Cautionary Note to US Investors concerning estimates of Measured and Indicated
Mineral Resources

This section uses the terms "measured Mineral Resources" and "indicated Mineral
Resources." We advise US investors that while those terms are recognized and
required by Canadian regulations, the US Securities and Exchange Commission does
not recognize them. US investors are cautioned not to assume that any part or
all of the mineral deposits in these categories will ever be converted into
mineral reserves.

Our measured and indicated Mineral Resources which are reported in this Form
10-K do not include that part of our Mineral Resources that have been converted
to proven and probable Mineral Reserves as shown above, and have been estimated
in conformance with definitions set out in NI 43-101. We have filed Technical
Reports on our Mineral Reserves and Mineral Resources (Mineral Resources stated
in the Technical Reports include Mineral Reserves) for Bogoso/Prestea and Wassa
as required by NI 43-101. See our "Glossary of Terms."

The total measured and indicated Mineral Resources for our properties have been
estimated at an economic cut-off grade based on a gold price of $480 per ounce
for December 31, 2005 and $430 per ounce for December 31, 2004 and on economic
constraints that we consider are realistic. The economic cut-off grades for
resources are higher than those for reserves and are indicative of the fact that
the resource estimates include material that may become economic under more
favorable conditions including increases in gold price.

The following table summarizes our estimated non-reserves (measured and
indicated Mineral Resources) as of December 31, 2005 and December 31, 2004:

Property Measured Indicated Measure
Tonnes Gold Grade Tonnes Gold Grade Tonnes

(millions) (g/t) (millions) (g/t) (millions

Bogoso/Prestea 4.8 2.05 29.2 2.07 3
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Wassa - - 11.3 0.76 1
Pampe - - 0.2 4.38
Benso - - 2.6 3.77
Hwini-Butre - - 2.7 5.27
Total 2005 4.8 2.05 46.0 2.05 5
Total 2004 7.8 1.55 27.8 2.14 3

Notes to Non-Reserves - Measured and Indicated Mineral Resources Table:

(1) The qualified person for the estimates of measures and indicated Mineral
Resources is our Exploration Manager, Mr. S. Mitch Wasel. Mr. Wasel is a
qualified geologist who has 16 years of experience in gold and base metal
exploration and is a member of the Australasian Institute of Mining and
Metallurgy.

(2) The measured and indicated Mineral Resources are shown on a 100% basis.
Golden Star's share of the Mineral Resources shown above is subject to the
Government of Ghana's 10% carried interest which entitles them to a 10%
dividend once our capital costs have been recovered.

(3) Table may not add due to rounding.

NON-RESERVES - INFERRED MINERAL RESOURCES
Inferred Mineral Resources

Cautionary Note to US 1Investors concerning estimates of Inferred Mineral
Resources

This section uses the term "inferred Mineral Resources." We advise US investors
that while this term is recognized and required by Canadian regulations, the US
Securities and Exchange Commission does not recognize it. "Inferred Mineral
Resources" have a great amount of uncertainty as to their existence, and great
uncertainty as to their economic and legal feasibility. It cannot be assumed
that all or any part of inferred Mineral Resources will ever be upgraded to a
higher category. 1In accordance with Canadian rules, estimates of inferred
Mineral Resources cannot form the Dbasis of feasibility or other economic
studies. US investors are cautioned not to assume that part or all of the
inferred Mineral Resource exists, or is economically or legally mineable.
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Our inferred Mineral Resources which are reported in this Form 10-K do not
include that part of the Mineral Resources converted to proven and probable
Mineral Reserves or measured and indicated Mineral Resources as shown above, and
have been estimated in conformance with definitions set out in NI 43-101. We
have filed Technical Reports on our Mineral Reserves and Mineral Resources
(Mineral Resources stated in the Technical Reports include Mineral Reserves) for
Bogoso/Prestea and Wassa as required by NI 43-101. See our "Glossary of Terms."

The inferred Mineral Resources for our properties have been estimated at
economic cut-off grades Dbased on gold prices of $480 and $430 per ounce as of
December 31, 2005 and December 31, 2004, respectively, and economic constraints
that we consider are realistic.
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The following table summarizes our estimated non-reserves - inferred Mineral
Resources as of December 31, 2005 as compared to the total for December 31,
2004:
Inferred
Property = —o——m—— o — oo ————
Tonnes Gold Grade
(millions) (g/t)

Bogoso/Prestea 24.5 2.10

Wassa 10.1 1.20

Pampe 0.8 3.76

Benso 0.9 3.57

Hwini-Butre 0.2 3.21

Prestea Underground 6.1 8.14

Goulagou 4.4 1.55

Paul Isnard 8.2 1.78

Total 2005 55.2 2.57

Total 2004 70.4 2.15

Notes to Non-Reserves - Inferred Mineral Resources Table

(1) The qualified person for the estimates of the inferred Mineral Resources at
all properties except Paul Isnard, is our Exploration Manager, Mr. S. Mitch
Wasel. Mr. Wasel is a qualified geologist who has 16 years of experience in
gold and base metal exploration and is a member of the Australasian
Institute of Mining and Metallurgy. The qualified person for the estimates
of inferred Mineral Resources at Paul 1Isnard is Mr. Colin Jones, an
independent mineral resources consultant. Mr. Jones is a professional
geologist with 22 vyears of experience. Mr. Jones 1s a member of the
Australasian Institute of Mining and Metallurgy.

(2) Inferred Mineral Resources are shown on a 100% basis. Golden Star's share
of the inferred Mineral Resources shown above for Bogoso/Prestea, Wassa,
Pampe, Benso and Hwini-Butre are or will be subject to the Government of
Ghana's 10% carried interest which entitles the government to a 10%
dividend once our capital costs have been recovered. Inferred Mineral
Resources at the Prestea Underground are subject to a Government of Ghana
19% carried interest. Inferred Mineral Resources at Goulagou are subject to
the Government of Burkina Faso's 10% carried interest.

(3) The Paul Isnard property, located in French Guiana, is owned by EURO, a 53%
owned subsidiary. Golden Star has the right to earn a 100% interest in this
property pursuant to the terms of a joint venture agreement with EURO. The
amount of Inferred Mineral Resource at the Paul Isnard property that might
have been removed by illegal mining is not known but could be material. See
Risk Factors below.

(4) Table may not add due to rounding.

EMPLOYEES
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As of December 31, 2005, Golden Star, including our majority-owned subsidiaries,
had approximately 1,500 employees and contract employees, a 30% increase from
the approximately 1,150 people employed at the end of 2004. Employees hired
during 2005 at our new Wassa operations made up most of the increase. The 2005
total includes 12 employees and one contract employee at our principal office in
Littleton, Colorado, four employees and one contract employee in Delta, British
Columbia and three people in South America.

CUSTOMERS

Currently all our gold production is sold to a South African gold refinery in
accordance with a long-term contract. We receive payment for gold sold
approximately five working days after the gold 1leaves the mine site. We
recognize revenue when title passes to the buyer which occurs upon delivery to
the refinery, unless we decide to retain title and hold the gold as inventory.
During 2005 we sold all of the gold shipped, retaining no inventory of saleable
dore Dbars. The global gold market is competitive with numerous Dbanks and
refineries willing to buy gold on short notice, therefore we believe that the
loss of our current customer would not materially delay or disrupt revenues.

COMPETITION

Our competitive position depends upon our ability to successfully and

economically explore, acquire and develop new and existing mineral properties.
Factors that allow producers to remain competitive in the market over the long
term include the quality and size of ore bodies, costs of operation, and the

acquisition and retention of qualified employees. We compete with other mining
companies and other natural mineral resource companies in the acquisition,
exploration, financing and development of new mineral properties. Many of these
companies are larger and better capitalized than we are. There is significant
competition for the 1limited number of gold acquisition and exploration
opportunities.

We also compete with other mining companies for skilled mining engineers, mine
and processing plant operators and mechanics, geologists, geophysicists and
other technical personnel. This could result in higher turnover and greater

labor costs.
AVAILABLE INFORMATION

We make available, free of charge, on or through our Internet website, our
annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K and amendments to those reports filed or furnished pursuant to Section
13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as reasonably
practicable after we electronically file such material with, or furnish it to,
the SEC. Our Internet address is www.gsr.com. Our Internet website and the
information contained therein or connected thereto are not intended to be
incorporated into this Annual Report on Form 10-K.

ITEM 1A. RISK FACTORS
RISK FACTORS

You should consider the following discussion of risks in addition to the other
information contained in or included by reference in this Form 10-K. In addition
to historical information, the information 1in this form 10-K contains
"forward-looking" statements about our future business and performance. Our
actual operating results and financial performance may be very different from
what we expect as of the date of this Form 10-K. The risks below address
material factors that may affect our future operating results and financial
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performance.
FINANCIAL RISKS

A substantial or prolonged decline in gold prices would have a material adverse
effect on us.

The price of our common shares, our financial results and our exploration,
development and mining activities have previously been, and would in the future
be, significantly adversely affected by a substantial or prolonged decline in
the price of gold. The price of gold is volatile and is affected by numerous
factors Dbeyond our control such as the sale or purchase of gold by various
central banks and financial institutions, inflation or deflation, fluctuation in

the value of the ©United States dollar and foreign currencies, global and
regional demand, and the political and economic conditions of major
gold-producing countries throughout the world. Any drop in the price of gold
adversely impacts our revenues, profits and cash flows. In particular, a

sustained low gold price could:
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o cause suspension of our mining operations at Bogoso/Prestea and Wassa if
such operations become uneconomic at the then-prevailing gold price, thus
further reducing revenues;

o cause us to be unable to fulfill our obligations under agreements with our
partners or under our permits and licenses which could cause us to lose our
interests in, or be forced to sell, some of our properties;

o cause us to be unable to fulfill our debt payment obligations;
o halt or delay the development of new projects;
o reduce funds available for exploration, with the result that depleted

reserves are not replaced; and

o reduce or eliminate the Dbenefit of enhanced growth opportunities
anticipated from the St. Jude acquisition.

Furthermore, the need to reassess the feasibility of any of our projects because
of declining gold prices could cause substantial delays or might interrupt
operations until the reassessment can be completed. Mineral reserve calculations
and 1life-of-mine plans using significantly lower gold prices could result in
reduced estimates of mineral reserves and non-reserve mineral resources and in
material write-downs of our investment in mining properties and increased
amortization, reclamation and closure charges.

We may incur substantial 1losses in the future that could make financing our
operations and business strategy more difficult.

We had a net loss of $13.5 million during the year ended December 31, 2005 and
annual earnings of $2.6 million, $22.0 million and $4.9 million in 2004, 2003
and 2002, respectively. We reported net losses of $20.6 million in 2001 and
$14.9 million in 2000. Numerous factors, including declining gold prices, lower
than expected ore grades or higher than expected operating costs (including
increased commodity prices), and impairment write-offs of mine property and/or
exploration property costs, could cause us to be unprofitable in the future. The
acquisition of St. Jude, which has no operating properties, may result in
increased future losses. Any future operating losses could make financing our
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operations and our business strategy, including pursuit of the growth
opportunities anticipated as a result of our acquisition of St. Jude, or raising
additional <capital, difficult or impossible and could materially and adversely

affect our operating results and financial condition.

Our obligations could strain our financial position and impede our business
strategy.

We had total consolidated debt and liabilities as of December 31, 2005 of $165.7
million, including $7.6 million payable to banks, $15.8 million in equipment
financing loans, $47.7 million in senior convertible notes maturing on April 15,
2009, $26.1 million of <current trade payables, accrued current and other
liabilities, $45.1 million of future taxes, $12.0 million of derivative
liabilities and an $11.4 million accrual for environmental rehabilitation
liabilities. We expect that our indebtedness and other liabilities will increase
as a result of our corporate development activities. These liabilities could
have important consequences, including the following:

o increasing our vulnerability to general adverse economic and industry
conditions;

o limiting our ability to obtain additional financing to fund future working
capital, capital expenditures, operating and exploration costs and other

general corporate requirements;

o requiring us to dedicate a significant portion of our cash flow from
operations to make debt service payments, which would reduce our ability to
fund working capital, capital expenditures, operating and exploration costs
and other general corporate requirements;

o limiting our flexibility in planning for, or reacting to, changes in our
business and the industry; and

o placing us at a disadvantage when compared to our competitors that have
less relative to their market capitalization.

Our estimates of mineral reserves could be inaccurate, which could cause
production and costs to differ from estimates. Our estimates of non-reserves
mineral resources could also be inaccurate.

There are numerous uncertainties inherent in estimating proven and probable
mineral reserves and non-reserve measured, indicated and inferred mineral
resources, including many factors beyond our control. The accuracy of estimates
of mineral reserves and non-reserves is a function of the quantity and quality
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of available data and of the assumptions made and judgments used in engineering
and geological interpretation, which could prove to be unreliable. These
estimates of mineral reserves and non-reserves may not be accurate, and mineral
reserves and non-reserves may not be able to be mined or processed profitably.

Fluctuation in gold prices, results of drilling, metallurgical testing and
production, and the evaluation of mine ©plans subsequent to the date of any
estimate could require revision of the estimates. The volume and grade of

mineral reserves mined and processed and recovery rates might not be the same as
currently anticipated. Any material reductions in estimates of our mineral
reserves and non-reserves, or of our ability to extract these mineral reserves
and non-reserves, could have a material adverse effect on our results of
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operations and financial condition.

We currently have only two major sources of operational cash flows, which will
likely be insufficient by themselves to fund our continuing exploration and
development activities.

While we have received significant infusions of cash from sales of equity and
debt, our only current significant internal sources of funds are operational
cash flows from Bogoso/Prestea and Wassa. The newly constructed Wassa processing
plant and open pit mine were completed and placed in service on April 1, 2005,
and we currently process through the plant a mixture of ore from the open pit
and materials from the prior owner's heap leach pads. Production at Wassa was
69,070 ounces during the last nine months of 2005 and is expected to average
approximately 120,000 to 130,000 ounces per year after 2005. However, Wassa's
production goal may not be achieved. The anticipated continuing exploration and
development of our properties will require significant expenditures over the
next several vyears, which we expect to increase with the acquisition of St.
Jude. We expect that these expenditures will exceed free cash flows generated by
Bogoso/Prestea and Wassa during 2006 and possibly in later years and therefore
we expect in the future to require additional external debt or equity financing.
Lower gold prices during the five years prior to 2002 adversely affected our
ability to obtain financing, and recurring lower gold prices could have similar
effects in the future. 1In the future, we may not be able to obtain adequate
financing on acceptable terms. If we are unable to obtain additional financing
on acceptable terms, we might need to delay or indefinitely postpone further
exploration and development of our properties, and as a result, we could lose
our interest in, or could be forced to sell, some of our properties.

Implementation of a gold hedging program might be unsuccessful and incur losses.

EURO Ressources S.A., our 53% owned subsidiary, has entered into a cash-settled
forward gold price agreement with its lender designed to reduce in part the
impact of gold price fluctuations on expected future Rosebel royalty revenues it
receives from Cambior Inc., as required by its loan agreement. While there is a
risk of loss if the derivative positions were to be liquidated early and during
a period of unfavorable gold prices, loan covenants prohibit 1liquidation of the
position prior to the end of the loan repayment. Also, while the derivatives
EURO has entered into are economically effective, accounting for the derivatives
on a mark-to-market basis could show large swings 1in any period as any
unrealized, non-cash losses/gains are recognized through the statement of
operations.

We have purchased and may continue to purchase put options ("puts") and sell
call options ("calls") from time to time during the construction phase of the
new processing plant at Bogoso in Ghana. Puts give us the right but not the
obligation to sell gold in the future at a fixed price. Calls are contractual
commitments which require us to sell gold at a fixed price on specified future
dates. If the spot market gold price exceeds the call option price on the
specified sale date we would receive the call price rather than the higher spot
market price for the gold ounces covered by the call option. Our call options
are set at $525 per ounce. There will be no cost to us unless the spot market
price of gold exceeds this level on the call options' specified sales dates. Of
our 2006 production, approximately 17% is subject to calls at $525 per ounce,
and approximately 50% is protected by puts at a floor price of $406 per ounce.

We continue to review whether or not, in light of the potential for gold prices
to fall, it would be appropriate to establish a more general hedging program. To
date, we have decided not to implement a more general hedging program on gold
production from our own properties.

We are subject to fluctuations in currency exchange rates, which could
materially adversely affect our financial position.
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Our revenues are in United States dollars, and we maintain most of our working
capital in United States dollars or United States dollar-denominated securities.
We typically convert our United States funds to foreign currencies as payment
obligations become due. Accordingly, we are subject to fluctuations in the rates
of currency exchange between the United States dollar and these foreign
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currencies, and these fluctuations could materially affect our financial
position and results of operations. A significant portion of the operating costs
at Bogoso/Prestea and Wassa is based on the Ghanaian currency, the Cedi. We are
required to convert into Cedis only 20% of the foreign exchange proceeds that we
receive from selling gold, but the Government of Ghana could require us to
convert a higher percentage of gold sales proceeds into Cedis in the future. In
addition, we currently have future obligations that are payable in South African
Rand and Euros, and receivables collectible in Euros. We obtain construction and
other services and materials and supplies from providers in South Africa and
other countries. The costs of goods and services could increase due to changes
in the value of the United States dollar or the Cedi, Euros, the South African
Rand or other currencies, such as the recent cost increase due to the decrease
in the wvalue of the United States dollar relative to other currencies.
Consequently, operation and development of our properties might be more costly
than we anticipate.

We have purchased, and expect to continue to purchase South African Rand and
Euro forward contracts to hedge the expected purchase of capital assets in South
Africa and Europe in connection with the Bogoso sulfide expansion project. We
may engage in additional currency hedges in the future in connection with other
projects. Implementation of a currency hedging program may not adequately
protect us from the effects of fluctuation in currency exchange rates.

Risks inherent in acquisitions that we might undertake could adversely affect
our current business and financial condition and our growth.

We plan to continue to pursue the acquisition of ©producing, development and
advanced stage exploration properties and companies, and we have recently
completed the acquisition and joint venture of exploration and development
properties in Ghana and Sierra Leone and the acquisition of St. Jude on December
21, 2005. The search for attractive acquisition opportunities and the completion
of suitable transactions are time consuming and expensive, divert management
attention from our existing business and may be unsuccessful. Our success in our
acquisition activities depends on our ability to complete acquisitions on
acceptable terms and integrate the acquired operations successfully with those
of Golden Star. Any acquisition would be accompanied by risks. For example,
there may be a significant change in commodity prices after we have committed to
complete a transaction and established the purchase price or exchange ratio, a
material ore body may prove to be below expectations or the acquired business or
assets may have unknown liabilities which may be significant. We may lose the
services of our key employees or the key employees of any business we acquire or

have difficulty integrating operations and personnel. The integration of an
acquired business or assets may disrupt our ongoing business and our
relationships with employees, suppliers and contractors. Any one or more of

these factors or other risks could cause us not to realize the anticipated
benefits of an acquisition of properties or companies, and could have a material
adverse effect on our current business and financial condition and on our
ability to grow.

We are subject to litigation risks
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All industries, including the mining industry, are subject to legal claims, with
and without merit. We are involved in various routine legal proceedings, which
include labor matters such as unfair termination claims, supplier matters and
property issues incidental to our business. Defense and settlement costs can be
substantial, even with respect to claims that have no merit. Due to the inherent
uncertainty of the litigation process, the resolution of any particular 1legal
proceeding could have a material effect on our financial position and results of
operations.

OPERATIONAL RISKS

The technology, capital costs and cost of production of refractory mineral
reserves and non-reserves at Bogoso/Prestea remain subject to a number of
uncertainties, including funding uncertainties.

Based upon the completion of our Bogoso sulfide project feasibility studies in
2001 and 2005, the refractory material at Bogoso/Prestea has been included in
our proven and probable mineral reserves, which are prepared in accordance with
NI 43-101 of the Canadian securities regulators. While the sulfide project
feasibility study indicated that refractory mineral reserves can be profitably
mined and processed at current gold prices, the capital cost to construct a new
bio-oxidation or BIOX(R) plant at Bogoso to process refractory ore, together
with related mining equipment and facilities, 1is significant, and is forecast to
be $125 million, of which approximately $36 million had been spent on the
project through December 31, 2005. While the processing technology envisioned in
the feasibility study has been successfully utilized at other mines, and despite
our testing, engineering and analysis, the technology may not perform
successfully at commercial production levels on the Bogoso/Prestea refractory
sulfide ores, in which case our production estimates may not be achieved.
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The integration of Golden Star and St. Jude may not occur as planned.

We have only recently begun the process of integrating the operations of Golden
Star and St. Jude. The acquisition of St. Jude was proposed with the expectation
that its successful completion would over time result in enhanced growth
opportunities and the synergies resulting from the combination of increased
earnings and reduced costs. These anticipated benefits depend in part on whether
the operations of Golden Star and St. Jude can be integrated in an efficient and
effective manner and whether the St. Jude Properties can be developed. If these
do not occur, the benefits we receive from the acquisition will be significantly
less than anticipated. Most operational and certain staffing decisions with
respect to the combined company have not yet been made. These decisions and the
integration of the two companies will present challenges to management,
including the integration of systems and personnel of the two companies, and
special risks, including possible unanticipated liabilities and costs.

We are subject to a number of operational hazards that can delay production or
result in liability to us.

Our activities are subject to a number of risks and hazards including:

o environmental hazards;
o discharge of pollutants or hazardous chemicals;
o industrial accidents;
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o labor disputes and shortages;

o supply and shipping problems and delays;

o shortage of equipment and contractor availability;

o difficulty in applying technology such as bio-oxidation processing;

o unusual or unexpected geological or operating conditions;

o slope failures;

o cave—-ins of underground workings;

o failure of pit walls or dams;

o fire;

o marine and transit damage and/or loss;

o changes in the regulatory environment; and

o natural phenomena such as inclement weather conditions, floods and
earthquakes.

These or other occurrences could result in damage to, or destruction of, mineral
properties or production facilities, personal injury or death, environmental
damage, delays in mining, delayed production, monetary losses and possible legal
liability. We could incur 1liabilities as a result of pollution and other
casualties. Satisfying such 1liabilities could be very costly and could have a
material adverse effect on our financial position and results of operations.

Our mining operations are subject to numerous environmental laws, regulations
and permitting requirements that can delay production and adversely affect

operating and development costs.

Compliance with existing regulations governing the discharge of materials into

the environment, or otherwise relating to environmental protection, in the
jurisdictions where we have projects may have a material adverse effect on our
exploration activities, results of operations and competitive position. New or

expanded regulations, if adopted, could affect the exploration or development of
our projects or otherwise have a material adverse effect on our operations.
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A significant portion of our Dunkwa property and portions of our Wassa property,
as well as some of our exploration properties in Ghana, are located within
forest reserve areas. Although Dunkwa and Wassa have been identified by the
Government of Ghana as eligible for mining permits subject to normal procedures
and a site inspection, permits for projects in forest reserve areas may not be
issued in a timely fashion, or at all, and such permits may contain special
requirements with which it is burdensome or expensive to comply.

Mining and processing gold from the south end of the Prestea property, the new
tailings dam at Bogoso and other activities will require mining and other
permits from the Government of Ghana. These permits may not be issued on a
timely Dbasis or at all, and such permits, when issued, may be subject to
requirements or conditions with which it is burdensome or expensive to comply.
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Such permitting issues could adversely affect our projected production
commencement dates, production amounts and costs.

Due to an increased level of non-governmental organization activity targeting
the mining industry in Ghana, the potential for the Government of Ghana to delay
the issuance of permits or impose new requirements or conditions upon mining
operations in Ghana may be increased. Any changes in the Government of Ghana's
policies may be costly to comply with and may delay mining operations. The exact
nature of other environmental control problems, if any, which we may encounter
in the future cannot be predicted, primarily because of the changing character
of environmental requirements that may be enacted within various jurisdictions.
To the extent that we are subject to any such changes, they may have a material
adverse effect on our operations.

As a result of the foregoing risks, project expenditures, production quantities
and rates and cash operating costs, among other things, could be materially and
adversely affected and could differ materially from anticipated expenditures,
production quantities and rates, and costs. In addition, estimated production
dates could Dbe delayed materially. Any such events could materially and
adversely affect our business, financial condition, results of operations and
cash flows.

The development and operation of our mining projects involve numerous
uncertainties that could affect the feasibility or profitability of such
projects.

Mine development projects, including our recent development at Wassa and
expansion at Bogoso/Prestea, and the potential development of any of the St.
Jude Properties if reserves are established, typically require a number of years
and significant expenditures during the development phase before production is
possible.

Development projects are subject to the completion of successful feasibility
studies and environmental assessments, issuance of necessary governmental
permits and receipt of adequate financing. The economic feasibility of
development projects is based on many factors such as:

o estimation of mineral reserves and mineral resources;
o anticipated metallurgical recovery rates;

o environmental considerations and permitting;

o future gold prices; and

o anticipated capital and operating costs.

Our mine development projects could have limited relevant operating history upon
which to base estimates of future operating costs and capital requirements.
Estimates of proven and probable mineral reserves and operating costs determined
in feasibility studies are based on geologic and engineering analyses and might
not prove to be accurate.

The management of mine development projects and start up of new operations are
complex, and we do not have a history of simultaneously managing an ongoing
operation, the start-up of a new operation and a significant development
project. Completion of development and the commencement of production may be
subject to delays, as occurred at Wassa. Any of the following events, among
others, could affect the profitability or economic feasibility of a project:

o unanticipated changes 1in grade and tonnage of ore to be mined and
processed;
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o unanticipated adverse geotechnical conditions;
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o incorrect data on which engineering assumptions are made;
o costs of constructing and operating a mine in a specific environment;
o availability and cost of processing and refining facilities;
o availability of economic sources of power;
e} adequacy of water supply;
o adequate access to the site including competing land wuses (such as

agriculture and illegal mining);
o unanticipated transportation costs and shipping incidents and losses;

o significant increases in the cost of diesel fuel, cyanide or other major
components of operating costs;

o government regulations (including regulations relating to prices,
royalties, duties, taxes, permitting, restrictions on production, quotas on
exportation of minerals, as well as the <costs of protection of the

environment and agricultural lands);
o fluctuations in gold prices; and
o accidents, labor actions and force majeure events.

Adverse effects on the operations or further development of a project could also

adversely affect our business, financial condition, results of operations and
cash flow. Because of these uncertainties, and others identified in these "Risk
Factors," our production estimates at Bogoso/Prestea and Wassa may not be
achieved.

We need to continually discover, develop or acquire additional mineral reserves
for gold production and a failure to do so would adversely affect our business
and financial position in the future.

Because mines have limited lives based on proven and probable mineral reserves,
we must continual