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IAMGOLD Corporation
FORM 51-102F4
BUSINESS ACQUISITION REPORT

Item 1. IDENTITY OF COMPANY

1.1 Name and address of Company
IAMGOLD Corporation (“lIAMGOLD")

220 Bay Street, % Floor
Toronto ON M5J 2W4

1.2 Executive Officer
The following executive officer of IAMGOLD is knowtgeable about the acquisition and this report:
Joseph F. Conway, President and CEO
Tel: 416-360-4712

Item 2. DETAILS OF ACQUISITION

2.1 Nature of Business Acquired
Cambior Inc. (‘Cambior” ) is principally engaged in the exploration for, @hd acquisition, development and operatic
gold mineral properties. Its major mining operatiare located in North and South America. Cambiprincipal produt
and source of earnings is gold, although it alsmpces ferroniobium, a strengthening additive usdte steel industry.

2.2 Date of Acquisition
November 8, 2006.

2.3 Consideration
The total consideration paid for the acquisitionGe#mbior was approximately US$1.14 billion. PurguanlAMGOLD’s
offer (the “Offer” ) to acquire all of the outstanding shares of Cambigr way of a plan of arrangement (
“Arrangement” ) (as set forth in the Management Information CircdtuCambior dated October 3, 2006), IAMGO
issued 0.42 of a common share of IAMGOLBDAMGOLD Share” ) for the surrender and cancellation of each outdbg
Cambior common sharé‘Cambior Share” )

In addition, pursuant to the terms and conditiohthe Arrangement, IAMGOLD issued 20.0 million waints exercisab
for an aggregate of 8.4 million IAMGOLD Shares uppayment of $3.75 for 0.42 of an IAMGOLD Share
approximately 5.5 million options exercisable fon aggregate of approximately 2.3 million IAMGOLD &hs i
consideration for the cancellation of Cambior watsaexercisable for Cambior Shares and Cambiopgtéxercisable f
Cambior Shares, respectively, to the former holdéssich Cambior securities.




2.4

2.5

2.6

2.7

Iltem 3.

For a detailed description of the terms of the Agement, see the Management Information Circulaarhbior, copies 1
which can be obtained on SEDAR at www.sedar.com.

Effect on Financial Position

Other than as described below, IAMGOLD does notehany current plans for material changes in IAMGQd.busines
affairs or the affairs of Cambior which may havsignificant effect on IAMGOLDS results of operations and finan
position.

IAMGOLD does not intend to change the nature of ltheiness acquired and will continue to mine thiel gmd niobiun
reserves and resources at Cambiaoperations in Suriname and Canada and will coaetiwith the exploration ai
development of the gold resources at Camp Cainozatigd in French Guyana) and La Arena (locateckim)P

The President and CEO of Cambior, Louis Gignacauased to provide advisory services to IAMGOLD dbteast one ye
to assist with both integration and business deretnt. IAMGOLD intends to retain a substantial nembf Cambiors
employees and management.

Prior Valuations Not Applicable

Parties to Transaction
No informed person, associate or affiliate of IAMEDwas a party to the acquisitic

Date of Report
November 8, 2006.

FINANCIAL STATEMENTS
The following financial statements are attachediantiided as part of this Business Acquisition R&po

1 Unaudited pro forma consolidated financial stateimi@s at June 30, 2006 and for the six months edateel 30, 20C
and for the year ended December 31, 2005, togettlerKPMG LLP’s Compilation report dated November 8, 2
attached as Schedule “A”; and

2 Audited Consolidated Financial Statements of Cambio. as at December 31, 2005 and 2004 and fdn efthe
years in the thre-year period ended December 31, 2005 together Rétymond Chabot Grant Thornton LlsPaudi
report dated February 20, 2006 and unaudited Colagetl Financial Statements of Cambior Inc for she montt
period ended June 30, 2006 and 2005 are attact&chasiule “B”.




SCHEDULE “A”

(Schedule A begins on the following page)




COMPILATION REPORT ON PRO FORMA FINANCIAL CONSOLIDA TED
STATEMENTS

The Board of Directors of AMGOLD Corporation

We have read the accompanying unaudited pro foratanbe sheet of IAMGOLD Corporation (“lIAMGOLD"s at June 30, 2006 ¢
unaudited pro forma statement of earnings for tken®nth period then ended and for the year endeceBber 31, 2005, and have perfor
the following procedures:

1

Compared the figures in the columns captioned “IAM® Corporation”to the unaudited financial statements of IAMGOLDad
June 30, 2006 and for the six month period thereéndnd the audited financial statements of the @@y for the year end
December 31, 2005, respectively, and found thebetm agreement.

Compared the figures in the columns captioned “Gaminc.” to the unaudited financial statements of Cambior &% at June 2
2006 and for the six month period then ended, hadatidited financial statements of Cambior Inc.tier year ended December
2005, respectively, and found them to be in agre¢me

Compared the figures in the columns captioned ®pgliGold” to the unaudited consolidated statements of easrofigallery Gol
Limited for the three months ended March 31, 2G06] the unaudited statement of earnings of GalBwid Limited for the ye:
ended December 31, 2005, each constructed for dingope of preparing the accompanying unaudited fpnma consolidate
statement of earnings, as appropriate, and foustd tb be in agreement after translation from Alisinadollars to U.S. dollars.

Made enquiries of certain officials of the Compavityo have responsibility for financial accountingttaes about:

€)) The basis for determination of the accounting arndfgrma adjustments;

(b) Whether the pro forma financial consolidated sta&tet® comply as to form in all material respectshwitie publishe
requirements of the Ontario Securities Act andréieted regulations.

The officials:
€)) described to us the basis for determination ofiteounting and pro forma adjustments,
(b) stated that the consolidated pro forma financiateshents comply as to form in all material respedgts the publishe

requirements of the Ontario Securities Act andréieted regulations.




5 Read the notes to the pro forma financial statesyemd found them to be consistent with the basieribed to us for determinat
of the accounting and purchase price adjustments.

6 Recalculated the application of the accounting pocthase price adjustments to the aggregate ofatheunts in the colum
captioned “IAMGOLD Corporation” and “Cambior Incas at June 30, 2006 and in the columns captiodd@OLD Corporation’,
“Gallery Gold”, and “Cambior Inc.for the six month period then ended and for the yealed December 31, 2005, and founc
amounts in the column captioned “IAMGOLD Corporati®ro forma” to be arithmetically correct.

A pro forma financial statement is based on managgnmassumptions and adjustments which are inhgreuntbjective. The foregoil
procedures are substantially less than either @it an a review, the objective of which is the eaggion of assurance with respec
managemen$ assumptions, the pro forma adjustments, and pipdication of the adjustments to the historicalafigial informatior
Accordingly, we express no such assurance. Thgdimg procedures would not necessarily reveal msatié significance to the pro forr
financial statements, and we therefore make noesgmtation about the sufficiency of the proceddoeshe purposes of a reader of s
statements.

/sl KPMG LLP
Chartered Accountants

Toronto, Canada
November 8, 200




IAMGOLD Corporation

Unaudited Pro Forma Balance Sheet

(in thousands, except per share amounts)
As at June 30, 2006

CAMBIOR IAMGOLD
IAMGOLD CAMBIOR Accounting CAMBIOR Pro  Corporatior
Corporatior Inc. Adjustments  Forma Adjustment Pro Forma
Note 4 Note 5
ASSETS
Current assets:
Cash and cash equivalents $  70,65¢ 17,77¢ $ (2749 (@) $ (18,869 (b)
(1,367 (c) $ 67,92:
Short term deposits 31,65¢ - 31,65¢
Gold bullion 48,96¢ - 48,96¢
Accounts receivable and other 24,68 38,61¢ 5751 (b) (506) (@)
(4,509 (a) 64,04
Inventories 18,66: 71,94 (17,300 (a)
(5,750 (b)
(5,572) (e) 61,97¢
Ore stockpiles 557z (e) 5,572
Current portion of assets held for sale 22,08 (a) 22,08«
Future income and mining tax assets - 12,81¢ (12,816 (a) -
194,61¢ 141,15: - (33,559 302,21°
Ore stockpiles 34,18( - 34,18(
Long-term receivables 16,07: - 7,42C (c) (115 (@) 23,37¢
Working interests 88,52( - 88,52(
Royalty interests 42,067 - 42,067
Mining interests 189,19¢ 484,70:. (51,839 (a) 408,07¢ (a)
(9,39¢) (d)
(8,352) () 1,012,38:
Development 101,65( - 8,35z (f) 18,86 (a) 128,86°
Other assets 10,71¢ 14,58¢ (1,439 (a) 3,63:  (a)
(7,420 (c)
9,39¢ (d) 29,48(
Future income and mining tax assets - 92C (891) (@) 29
Long term portion of assets held for sale - - 54,16 (a) 54,16¢
Goodwill 133,92: - 500,23( (a) 634,15:
$ 810,94t 641,35¢ $ - $ 897,13t $ 2,349,44.
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilities $ 32,90: 56,28 $ (3,187 (@) $ 21,227 (a) $ 107,22(
Current portion of forward sales liability 15,67¢ 8,511 15 (a) 24,17
Current portion of long-term liabilities - 26,34 (78%) (a) (2,367 (c) 24,19:
Fair value of non-hedge derivatives - 67 67
Current liabilities related to assets held for sale 3,972 (a) 3,972
Future income and mining tax liabilities - 154 (1549 (a) -
48,57¢ 91,35¢ - 19,687 159,62:
Long-term liabilities:
Long-term debt - 33,29 (17,079 (a) 16,21
Future income tax and mining tax liabilities 46,30° 42,337 (365) (@) 118,29° (a) 206,57¢
Asset retirement obligations 10,28¢ 33,60: (397 (a) 42,84, (a) 86,33(
Long-term portion of forward sales liability 36,75¢ 171 573t (a) 42,66:



Long term liabilities related to assets held fdesa 21,27¢ () 21,27«

Accrued benefit liabilities - 6,18¢ 2,001 (a) 8,18¢
Non-controlling interest - 6,30z (3,439 (@) 2,86¢
93,347 121,88t - 168,87! 384,11(
Shareholders' equity:

Common shares 560,66t 550,32 (550,329 (a)
1,103,92 (a) 1,664,59.
Options and warrants 32,76. (a) 32,76!
Equity component of convertible debenture 262 (262) (a) -
Contributed surplus 18,45¢ (18,455 (a) -
Stock-based compensation 4,95¢ - 4,95¢
Share purchase loans (30¢) - (30¢)
Cumulative translation adjustment 27,43¢ (27,439 (a) -
Retained earnings (deficit) 103,71( (168,369 168,36 (@) 103,71(
669,02 428,11! - 708,57- 1,805,71:

$ 810,94¢$ 64135 $ - $ 897,13 $ 2,349,44.




IAMGOLD Corporation

Unaudited Pro Forma Consolidated Statements ofikgsn
(in thousands, except per share amounts)
For the six month period ended June 30, 2006

GALLERY CAMBIOR CAMBIOR IAMGOLD
IAMGOLD GALLERY CAMBIOR Pro Forma Accounting Pro Forma Corporatior
Corporatior  GOLD Inc. Adjustments  Adjustment: Adjustment: Pro Forma
Note 6 Note 4(a)  Note 5(d)
Revenue:
Mining operations $ 11327¢ $ 6,81C $ 188,41! $ 338 (b)) $ (17,61) $ 294,27
Royalties 3,157 - 3,157
116,43t 6,81( 188,411 3,38¢ (17,617 - 297,43:
Expenses:
Mining costs 49,72: 8,53¢ 139,61° (25€) (d) (17,899 179,72
Depreciation and depletion 17,74¢ 1,50C 24, 77( 2,437 (a) (1,349 14,62¢ 59,73:
Amortization of royalty
interests 1,631 - 1,631
69,10: 10,03¢ 164,38 2,181 (19,24%) 14,62¢ 241,08
47,33¢ (3,229 24,02¢ 1,20z 1,63¢ (14,626 56,34«
Earnings from working interests 16,81: - 16,81:
64,147 (3,229 24,02¢ 1,20: 1,63¢ (14,626 73,157
Other expenses (income):
Corporate administration 6,34¢ 1,54C 7,02( (68%) (e) (53€) 13,68:
Exploration 3,71« 2,87: 2,14¢  (c) 8,73¢
Foreign exchange (20 21¢ (19 18C
Financial costs - 2,90¢ (957) 1,951
Investment income (2,295 (123 (10,265 (35 (12,719
Non-hedge derivative gain (4,980 (4,980
Non-controlling interest (40€) 1,341 93t
7,745 1,63¢ (2,869 1,45¢ (187) - 7,784
Earnings before income taxes 56,40: (4,865 26,89t (25€) 1,82: (14,626 65,37
Income taxes (recovery):
Current 8,12( (30¢) 17 7,831
Future (1,407 11,01¢ (2949 () (3,039 6,27¢
6,71% - 10,71 (299 17 (3,039 14,11(
Earnings before discontinued
operations 49,68¢ (4,865 16,18: 38 1,80¢ (11,587 51,26:
(Loss) from discontinued
operations - - (1,806 (1,806
Net earnings $ 49,68¢ $ (4,865 $ 16,18: $ 38 $ -$ (1158)% 49,45
Number of common shares
(000's)
Average outstanding during
period 163,84 293,20t
Net earnings per share (basic
and diluted) $ 0.3(C $ 0.17







IAMGOLD Corporation
Unaudited Pro Forma Consolidated Statements ofikgsn
(in thousands, except per share amounts)
For the year ended December 31, 2005
GALLERY Pra

CAMBIOR CAMBIOR IAMGOLD

IAMGOLD GALLERY CAMBIOR Forma Accounting Pro Forma Corporatior
Corporatior  GOLD Inc. Adjustments Adjustment: Adjustment: Pro Forma
Note 6 Note 4(a)  Note 5(d)
Revenue:
Mining operations 119,39 $ 34,31 $ 367,88 $13,71: (b) $ (41,759 $ 493,54
Royalties 10,38: - 10,38:
129,77: 34,31 367,88° 13,71 (41,759 - 503,92¢
Expenses:
Mining costs 79,28¢ 29,77: 282,21¢ 2,42C (d) (39,33¢) 354,36«
Depreciation and depletion 20,60¢ 7,54( 47,93. 12,11« (a) (1,369 31,14: 117,96¢
Amortization of royalty interests 5,73 - 5,73
105,63( 37,31 330,15( 14,53¢ (40,699 31,14 478,06
24,14 (3,0072) 37,731 (821 (1,060) (31,149 (25,857
Earnings from working interests 15,461 - 15,461
39,61 (3,0072) 37,731 (821 (1,060) (31,149 41,32«
Other expenses (income):
Corporate administration 9,351 6,89¢ 12,47¢ (1,120 (e) (76€) 26,84:
Exploration 9,001 417 596z 1,164 (c) 16,54«
Foreign exchange 187 28 (644) (429
Financial costs - 4,692 (73%) 3,957
Investment income (2,080 (68E) (59¢) 58 (2,305
Non-hedge derivative gain - (2,699 (2,699
Gain on disposal of assets - (12,540 (297) (22,737
Non-controlling interest - 92C 471 1,391
17,45¢ 6,65¢ 7,574 44 (1,169 - 30,56
Earnings before income taxes 22,15: (9,667) 30,16: (865) 10¢ (31,14) 10,757
Income taxes (recovery):
Current 5,907 (2,009 54¢ 4,45
Future (4,249 (630) 11,96¢ (508) () (6,849 (272
1,65¢ (630 9,961 (508) 54¢ (6,849 4,18(
Earnings before discontinued
operations 20,49 (9,03)) 20,20: (357) (439 (24,297 6,571
Gain from discontinued operation - - 43¢ 43¢
Net earnings 20,49: (9,030 $ 20,20: $ (357) $ -$ (2429) % 7,01¢€
Number of common shares (000's)
Average outstanding during perio 146,65( 289,12(
Net earnings per share (basic and
diluted) 0.14 $ 0.0z




IAMGOLD Corporation
Notes to Consolidated Pro Forma Consolidated Sttésrof Earning
(Tabular amounts in thousands of Untied Statesdadikcept earnings per share amounts)

1.

BASIS OF PRESENTATION:

The unaudited pro forma consolidated financialestants of IAMGOLD Corporation (the “Company” or ‘MAGOLD") as at Jur
30, 2006 and for the six month period then endedl the year ended December 31, 2005 have been pcejbgr IAMGOLL
management to give effect to the business combimdietween Cambior Inc. (“Cambiorand IAMGOLD. In addition, these g
forma consolidated financial statements also gffeceto IAMGOLD’s previous acquisition of Gallei@old Limited (“Gallery”) on
March 22, 2006. These pro forma consolidated firdistatements have been compiled from:

a) the consolidated balance sheets of IAMGOLD and Gan#s at June 30, 2006 and

b) the consolidated statements of earnings of IAMGGid Cambior for the six month period ended Jun&B06 and for tr
year ended December 31, 20

C) the consolidated statements of earnings of Galferythe three months ended March 31, 2006 (constd)cfrom thi
consolidated statements of earnings for the yede@&rune 30, 2005 and the six months ended Dece®ihet005 an
2004).

The pro forma consolidated balance sheet as at Iun2006 has been prepared as if the combinafi)AMGOLD and Cambio
described in Note 3 had occurred on June 30, ZDI06 balance sheet of Gallery is reflected withia thnsolidated balance shee
IAMGOLD as at June 30, 2006. The pro forma statemehearnings for the six month period ended BMe2006 and for the ye
ended December 31, 2005 have been prepared a&stifitisactions described in Notes 3 and 6 had eaton January 1, 2005.

It is IAMGOLD managementsopinion that these pro forma consolidated finanstatements include all adjustments necessa
the fair presentation, in all material respectsthaf transactions described in Notes 3 and 6 iordanice with Canadian gener:
accepted accounting principles applied on a bamisistent with IAMGOLDS accounting policies. The pro forma consolid
financial statements are not intended to refleetrisults of operations or the financial positidnAMGOLD which would haw
actually resulted had the proposed transactions affected on the dates indicated. Further, thefgmma financial information is n
necessarily indicative of the results of operatitrag may be obtained in the future.

The unaudited pro forma consolidated financialestegnts should be read in conjunction with the hisabfinancial statements a
notes thereto of IAMGOLD, Cambior and Gallery.




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The unaudited pro forma consolidated financialestegnts have been compiled using the significantwating policies as set out
the audited financial statements of IAMGOLD for thear ended December 31, 2005 which are incorpmbriayereference in th
information circular. The accounting adjustmentssented in Notes 4 and 6 conform the presentafi@@ambior's and Gallerg
financial statements to those of IAMGOLD, respeddjv To the best of IAMGOLD managemenknowledge, there are no additic
material differences in the accounting policie$AMGOLD and Cambior or IAMGOLD and Gallery.

BUSINESS ACQUISITION:

On September 14, 2006, IAMGOLD and Cambior annodribat they had agreed to a business combinatidoe teffected by ¢
Agreement whereby each common share of Cambiordudoeilexchanged for 0.42 of an IAMGOLD common shdrder the terr
of the agreement, each Cambior warrant or stodkpthich gives the holder the right to acquireommmon share of Cambior wr
presented for exercise will entitle the holder #420of a common share of IAMGOLD.

The purchase consideration reflected in the accogipg pro forma consolidated financial statemerds heen calculated usin
common share price of C$10.63 (US$9.50) per IAMGQdliare, which is the average closing price for IADI® shares on tt
TSX for the two trading days prior to the announeatthe day of the announcement, and the tworigadays following the day
announcement.

The accounting adjustments reflect Camlsidsauxite operations as assets held for sale amlisesntinued operations in the
forma consolidated balance sheet and statementamings, respectively. Cambior had announced e, J@006 its intent
commence a process to consider a partial or tatalaf its equity interest in Omai Bauxite Mininggl

The purchase allocation assumes the redemptiomimib@®r’'s convertible debenture prior to closing.

The transaction costs are expected to be $12 milio Cambior and $5 million for IAMGOLD. Cambiar'costs are assumed to h
been incurred immediately prior to the businesshioation on January 1, 2005 for purposes of thefgmma statement of earnings.




The preliminary allocation of the purchase pricenmarized in the table below is subject to change

Purchase Price (US$ in thousand
116 million IAMGOLD common shares $ 1,103,92
11 million IAMGOLD equivalent options and warrants 32,76:
Acquisition costs 5,00(C
$ 1,141,68
Net Assets
Cash and cash equivalents 3,63¢
Other current assets 110,33(
Mining interests 823,18¢
Development 27,217
Other long-term assets 80,26(
Goodwill 500,23(
Current liabilities (112,419
Asset retirement of obligations (76,04%)
Long term portion of forward sales liability (5,907
Long term debt (16,219
Future income tax (160,269
Other liabilities (32,329
$ 1,141,68

The Plan of Arrangement is subject to, amongstrdtiiags, regulatory and shareholder approval. feirevalue of the net assets of
Cambior to be acquired will ultimately be deterndreess at the date of closing of the transactionrdfoee, it is likely that the fair
values of the assets and liabilities acquired vélly from those shown above and the differences meayaterial.

CAMBIOR ACCOUNTING ADJUSTMENTS

a) To reclassify assets and liabilities associatett @&mbior’'s bauxite operations to assets helddta. s
b) To reclassify prepaid expenses from inventoriesctmunts receivable and other

c) To reclassify gold receivable from other asselsig-term receivable.

d) To reclassify corporate capital assets from minigrests to other assets.

e) To reclassify ore stockpiles from inventory.

f) To reclassify La Arena assets from mining interéstdevelopment.




CAMBIOR PRO FORMA ADJUSTMENTS

a) To record the preliminary fair value of the ideaiifle assets acquired and liabilities assumed baséhleir estimated fair valu
in accordance with Note 3.
b) To record estimated acquisition costs and settleéwfdiorward contracts subsequent to June 30, 2006.

c) To record the redemption cost of Cambior’'s contéstdebenture.
d) To record incremental depreciation and depletiqrease in accordance with the fair value increaseiiting interests.

GALLERY PRO FORMA ADJUSTMENTS

On March 22, 2006, IAMGOLD acquired all of the isduand outstanding shares of Gallery, a public @mplisted on th
Australian Stock Exchange. The following is a sumna the pro forma adjustments related to Gallery:

a) To record incremental depreciation and depletioacicordance with the fair value increase in minigrests.

b) To record amortization in accordance with the Yailue increase in forward sales liability.

c) To record exploration in accordance with the exgion policy of IAMGOLD.

d) To adjust mining costs in accordance with the agtement obligations and deferred stripping el of IAMGOLD.

e) To decrease corporate administration for stoaked compensation recorded by Gallery relatedhtiores settled for cash
acquisition of Gallery.
f)  To record future tax effect of the above adjustment

PRO FORMA EARNINGS (LOSS) PER SHARE

Pro forma earnings per share are based on the t@digherage basic number of shares outstandinglas/$:

Six months
ended Year ended
June 30, December
2006 31, 2005
Weighted average number of IAMGOLD common shares 163,84¢ 146,65(
Number of shares issued in connection with the iagttpn of Gallery 13,11 26,221
Number of shares issued in connection with the iadtqun of Cambiot 116,24¢ 116,24¢

293,20t 289,12(




SCHEDULE “B”
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CONSOLIDATED FINANCIAL STATEMENTS
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RESPONSIBILTY FOR FINANCIAL STATEMENTS

The Management of the Company is responsible ®ptieparation of the consolidated financial stategsiand information contained in
annual report. The accompanying consolidated filshistatements of Cambior Inc. have been prepayetidnagement and approved by
Board of Directors of the Company. Financial infatian contained elsewhere in this report is coasistith the consolidated financ
statements.

The consolidated financial statements have beepaped in accordance with Canadian generally acdegteounting principles and wh
appropriate reflect management’s best judgmentsatichates based on currently available information

Cambior maintains a system of internal controlsritler to produce reliable financial information gdvide reasonable assurance that a
are properly safeguarded.

Raymond Chabot Grant Thornton LLP, Chartered Actamis, have been appointed by the shareholdemntuct an independent audit of
Companys financial statements. Their report outlines thaure of their audit and expresses their opiniotheffinancial statements of
Company.

The Board of Directors of the Company is respomesibl ensuring that management fulfills its resplifises for financial reporting. Tt
Board of Directors carries out this responsibitityough its Audit Committee, which is composed kotd independent directors. The Bo
of Directors has also designated the Chairman efAhdit Committee as the Compasyfinancial expert. The Audit Committee is ¢
responsible for making recommendations with respethe appointment, remuneration and terms of gage@nt of the Company’auditors
The Committee meets at least on a quarterly bagls the external auditors, with and without managatmbeing present, to review
financial statements, discuss audit and internatrobrelated matters and ensure full disclosulee Rudit Committee reports its findings
the Board of Directors for its consideration wh@pm@ving the financial statements for issuancehtresholders.

(signed) (signed)
Louis P. Gignac Bryan A. Coates, CA
President and Chief Executive Officer Vice President, Finance and Chief Financial Officer

Longueuil, Canada
February 20, 2006




AUDITORS' REPORT

To the Shareholders of Cambior Inc.

We have audited the consolidated balance shee®auotbior Inc. as at December 31, 2005 and 2004 k@ddnsolidated statements
operations, contributed surplus and deficit anchdémws for each of the years in the thigmar period ended December 31, 2005. T
financial statements are the responsibility of @@mpanys management. Our responsibility is to express @nian on these financi
statements based on our audits.

We conducted our audits in accordance with Canagiserally accepted auditing standards. Those atdadequire that we plan and perfi
an audit to obtain reasonable assurance whethdimtngcial statements are free of material misgtet®. An audit includes examining, o
test basis, evidence supporting the amounts andodiges in the financial statements. An audit aisdudes assessing the accour
principles used and significant estimates made dgagement, as well as evaluating the overall fiildustatement presentation.

In our opinion, these consolidated financial staeta present fairly, in all material respects, financial position of the Company as
December 31, 2005 and 2004 and the results op#sations and cash flows for each of the yearherthreeyear period ended December
2005 in accordance with Canadian generally accegatedunting principles.

Signed

(signed) Raymond Chabot Grant Thornton LLP
Chartered Accountants

Montréal, Canada
February 20, 2006

COMMENTS BY AUDITORS
FOR AMERICAN READERS ON CANADA-US REPORTING DIFFERE NCES

In the United States of America, reporting standdi@ auditors require the addition of an explanatoaragraph (following the opinii
paragraph) when there is a change in accountingciptes that has a material effect on the comphnalnf the Companys financia
statements, such as the changes described in Raied 24A to the consolidated financial statemedts. report to the shareholders d:
February 20, 2006 is expressed in accordance withadian reporting standards which does not recmireference to such change
accounting principles in the auditorgport when the change is properly accounted fdratequately disclosed in the consolidated fina
statements.

Signed

(signed) Raymond Chabot Grant Thornton LLP
Chartered Accountants

Montréal, Canada
February 20, 2006




CAMBIOR INC.
CONSOLIDATED OPERATIONS

YEARS ENDED DECEMBER 31

(In thousands of United States dollars, excepafoounts per share)

Note 2005 2004 2003
$ $ $
Revenues
Mining operations 367,88 299,98 190,86
Investment and other income 59¢ 937 2,997
368,48! 300,91¢ 193,86¢
Expenses
Mining operations 282,21¢ 224,51 151,80«
Depreciation, depletion and amortization 47,93 46,937 28,73¢
Exploration and business development 5,96% 10,20: 7,572
General and administrative 10,88¢ 8,91 6,08:
Financial expenses 4,692 4,117 1,92:
Stock-based compensation 17 1,59t 1,58C -
Loss (Gain) on foreign exchange 98 1,102 (1,862)
353,38: 297,36t 194,25:
Earnings (Loss) before the undernoted items 15,10¢ 3,552 (38¢)
Gain on disposal of assets 12,54( - -
Non-hedge derivative gain 21 2,697 2,551 63E
Gain on foreign exchange from reduction in net gtrreent 19 742 - -
Impairment loss and restructuring costs 4 - (73,157 -
Income and mining taxes 20 (9,96)) (6,160 554
Non-controlling interest (920) (565) -
Net earnings (loss 20,20: (73,779 801
Basic net earnings (loss) per share 0.07 (0.30 0.0C
Diluted net earnings (loss) per share 0.07 (0.30 0.0C
Basic weighted average number of common sharetaodiag (in
thousands) 16 274,33¢ 249,32: 187,95:
Diluted weighted average number of common shareganding
(in thousands) 16 275,89( 249,32: 190,57°

The accompanying notes are an integral part o€tinsolidated financial statements.




CAMBIOR INC.

CONSOLIDATED CONTRIBUTED SURPLUS AND DEFICIT

YEARS ENDED DECEMBER 31

(In thousands of United States dollars)

Note 2005 2004 2003
$ $ $

CONTRIBUTED SURPLUS
Balance, beginning of year, as previously reported 17,03¢ - -
Restatement for the fair value of options grantedrior years 3 - 15,66 -
Restated balance, beginning of year 17,03¢ 15,66: -
Stock-based compensation 17 1,59t 1,58( -
Options exercised and transferred to capital stock 17 (262) (202) -
Common share purchase options expired 16 6 - -
Balance, end of year 18,37¢ 17,03¢ -
DEFICIT
Balance, beginning of year, as previously reported (204,47 (111,009 (107,449
Prior years’ adjustment to reflect change in actiogrfor asset

retirement obligations 3 - 2,082 1,93(

(204,47°) (108,929 (105,519

Restatement for stock-based compensation 3 - (15,879 -
Restated balance, beginning of year (204,47 (124,79) (105,519
Net earnings (loss 20,20z (73,779 801
Share and warrant issue expenses, net of incoraes tax (66) (5,90¢) (4,207)
Balance, end of year (184,34) (204,47 (108,924

The accompanying notes are an integral part oftinsolidated financial statements .




CAMBIOR INC.
CONSOLIDATED CASH FLOWS
YEARS ENDED DECEMBER 31
(In thousands of United States dollars)

Note 2005 2004 2003
$ $ $
OPERATING ACTIVITIES
Net earnings (loss 20,20z (73,779 801
Disbursement - asset retirement obligations 14 (3,429 - -
Deferred gains - - (680)
Non-cash items
Deferred revenue - delivery of gold on the pregaitvard 12 (12,227 (12,227 (12,227
Depreciation, depletion and amortization 47,93 46,937 28,73¢
Amortization of deferred stripping costs - 4,75¢ 5,741
Accretion expense - asset retirement obligations 14 1,83: 1,787 99t
Impairment loss 4 - 71,21 -
Amortization of deferred gains/losses (489) (3,959 (865)
Unrealized non-hedge derivative loss (gain) 21 (739 (9,339 1,42¢
Stock-based compensation 1,59t 1,58C -
Future income and mining taxes 20 11,96¢ 5,704 -
Non-controlling interest 92C 56E -
Gain on disposal of assets (12,540 - -
Others (87¢) 961 91t
54,15¢ 34,21 24,84
Changes in non-cash working capital items 5 (13,620 3,79¢ (64¢€)
Cash flow from operating activite 40,53t 38,00¢ 24,20
INVESTING ACTIVITIES
Short-term investments 33,84¢ 32,924 (41,567)
Investments 3,84¢ (14,180 (1,057
Net disposition (acquisition) of assets and busies 9 10,16: (56,730 3,23(
Property, plant and equipment (89,69)) (76,239 (110,409
Cash flow used in investing activit (41,847 (114,22, (149,79)
FINANCING ACTIVITIES
Long-term debt - Borrowings 18,08¢ 2,097 55,00(
Long-term debt - Repayments (21,047 (20,757 (28,735
Deferred charges (1,260 (36) (1,790
Common shares issued net of issue expenses 33€ 87,15( 113,18:
Cash flow from (used in) financing activities (3,88)) 68,45¢ 137,65¢
Effect of changes in the exchange rate on cashihdtdeign
currency (244) 331 (1,219
Net increase (decrease) in cash and cash equivatent (5,439 (7,430 10,85¢
Cash and cash equivalents, beginning of year 21,02( 28,45( 17,59¢
Cash and cash equivalents, end of year 6 15,58: 21,02( 28,45(

The accompanying notes are an integral part oftmsolidated financial statements.




CAMBIOR INC.
CONSOLIDATED BALANCE SHEETS
AS AT DECEMBER 31
(In thousands of United States dollars)

Note 2005 2004
ASSETS $ $
Current Assets
Cash and short-term investments 6 15,58: 54,86¢
Receivables 41,49; 22,22%
Production inventories 13,20¢ 13,69:
Supplies inventory and prepaid expenses 43,37¢ 37,90:
Current portion of deferred losses 13 - 4,64¢
Fair value of non-hedge derivatives 1,082 1,54¢
Future income and mining tax assets 20 14,67¢ 12,98¢
129,42° 147,86°
Investments and other assets 7 31,43¢ 20,74¢
Property, plant and equipment 8 454,86t 398,84"
Assets held for sale 9 - 22,95:;
Future income and mining tax assets 5,62¢ -
621,35:¢ 59,41
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities 54,66 61,13:
Current portion of long-term liabilities 10 23,64 36,86¢
Fair value of hedge derivatives 21 9,467 -
87,77 98,00:
Long-term debt 11 41,79: 44,44;
Deferred gains 13 - 204
Liability for asset retirement obligations and athe 14 33,80¢ 25,95¢
Accrued benefit liabilities 15 5,644 5,63¢
Fair value of hedge derivatives 21 4,06¢ 14,27:
Future income and mining tax liabilities 20 39,84¢ 21,117
Non-controlling interest 6,70¢ 5,78¢
219,63: 215,42:
SHAREHOLDERS' EQUITY
Common shares and options 16 546,15t 545,49¢
Equity component of convertible debenture 262 262
Contributed surplus 18,37¢ 17,03¢
Deficit (184,34) (204,47°)
Cumulative translation adjustment 19 21,26¢ 16,67(
401,72( 374,99.
621,35:¢ 590,41-
Commitments and contingencies 21

The accompanying notes are an integral part oftinsolidated financial statements
On behalf of the Board,

Director Director




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

INCORPORATION AND OPERATIONS

Cambior Inc. (“Cambior” or the “Company”), contimiand existing under Part 1A of t@empanies Act (Quédec), is engaged in t
exploration, development and operation of gold ngnproperties. The Company also owns and operatdsum and refractol
grade bauxite mines. The Company’s main operatiiig @are located in Canada, Guyana and Suriname.

ACCOUNTING POLICIES

The consolidated financial statements are preparadcordance with Canadian generally acceptedusticny principles (“GAAP).
As described in Note 24, these principles diffeccertain material respects from principles and figzas that the Company wol
have followed had its consolidated financial staata been prepared in accordance with accountingiples generally accepted
the United States of America (“United States” oiS') (“US GAAP”). The principal accounting policies followed by therpan
are as follows:

Principles of consolidation

The consolidated financial statements include twants of Cambior and of its subsidiaries. The @amny’s share in joint ventur
is accounted for using the proportionate consdbdamethod. All significant intercompany balancesl dransactions have be
eliminated.

Use of estimates

The preparation of consolidated financial statement conformity with GAAP requires management tokmaestimates ai
assumptions. These estimates and assumptions #iféeamounts reported in the consolidated finarstetements and related no
The Company regularly reviews the estimates andnagsons that affect the consolidated financiatesteents, and actual resi
could differ from these estimates. Significant aresere management judgment is applied are mimesarves, asset valuatic
contingent liabilities, asset retirement obligaipemployee future benefit costs, fair value ofivdgive instruments, and futL
income and mining taxes. In the opinion of managemal adjustments considered necessary for faisgntation of the results
the periods presented are reflected in the corateliifinancial statements.




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

ACCOUNTING POLICIES (continued)
Foreign currency translation
The US dollar is the reporting currency of the Camyp

The functional currency of Canadian mining actestis the Canadian dollar. Assets and liabilite€anadian mining activities &
translated into US dollars at the exchange rateffiect at the balance sheet date and revenuesxaehses are translated at
average rate in effect during the year. Translaéidjustments arising from changes in exchange eatesleferred and included i
separate component of shareholders’ equity.

The US dollar is the functional currency for then@@anys activities in Guyana, Suriname and French Guiaresmuch as ¢
proceeds from the sale of production are in USadsland the majority of the disbursements madehi®rOmai Gold mine, Om
Bauxite mine, Rosebel mine and Camp Caiman prajecin US dollars.

Other monetary assets and liabilities in currenotbgr than the respective functional currenciest@nslated at the exchange ra
effect at the balance sheet date, whereas othemonetary assets and liabilities in such currenaiedranslated at the exchange
in effect at the transaction date. Revenues andresgs in such currencies are translated at thageate in effect during the ye
with the exception of depreciation, depletion ambgization which are translated at the historreé. Gains and losses are reco
in operations for the year.

Cash and cash equivalents

Cash and cash equivalents include cash funds, bafdnces and shotrm investments in money market instruments wit
original term of less than three months that ardezhat the lower of cost and fair value.

Short-term investments

Shortterm investments consist of investments in moneyketanstruments with an original term of three ni@nor more, but r
longer than one year, that are carried at the l@i/eost and fair value.




2.

CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

ACCOUNTING POLICIES (continued)
Production inventories

Production inventories are valued at the lower wérage production cost and net realizable valugr@&mation, depletion ai
amortization are treated as a product cost, anexgensed when the product is sold.

Suppliesinventory

Supplies inventory is valued at the lower of averagst and replacement cost.

Property, plant and equipment

(i) Property, plant and equipment
Property, plant and equipment are accounted faroat. The depreciation, depletion and amortizabbmnmining propertie:
development expenses and buildings and equipmémitdeto mines are based on the units of produati@thod over tt
estimated economic life of the related deposit. Ewsy, if the anticipated useful life of the assstdess than the life of ti
deposit, depreciation is based on their anticipassdul life.
Other property, plant and equipment are depreciateter the straightne method according to their anticipated useifud
which is ten years for office furniture, five yeds vehicles and office equipment and the termth# lease for leasehc
improvements.

(i) Capitalization of financial costs

Financial costs are capitalized when relating tiebtedness incurred to finance construction aneéldpment activities, prior
the commencement of commercial production.

(i) Deferred stripping costs
Prior to 2005, mining costs associated with strigpactivities were deferred in the case of an qpemine if the actual ratio -
total tonnes of material mined relative to golddarction, in a given year, was higher than the eatidh average ratio for the |

of the mine. These mining costs were subsequehidyged to operations and included in mining openatiexpenses in t
periods during which said ratio was lower thangbBmated average ratio for the life of the mine.

10
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CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts

per share.)

ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

(iv) Exploration properties

v)

Exploration expenses incurred to the date of eistahl that a property has mineral resources whiore the potential of bei
economically recoverable are charged to operatiexgtoration and development expenses incurredesuiesit to this date ¢
allocated to property, plant and equipment underimgi projects. Significant payments related to éloquisition of land ar
mineral rights are capitalized.

Impairment of long-lived assets

The Company periodically reviews the carrying antoohits property, plant and equipment. An impainhéoss must k
recognized if the carrying amount of a loinged asset exceeds the sum of the undiscountddficags expected to result from
use and eventual disposition. Net estimated futash flows, on an undiscounted basis, from eacle @ mining project a
calculated based on anticipated future metal pridolugproven and probable reserves as well as mlimesources having t
potential of being economically recoverable), eatwd future realized metal prices, operating, ehmind site restoratit
expenses and estimated future foreign exchange. retethat event, the asset must be written dowitstdair value and ¢
impairment loss recorded in the results of openatid’he fair value is based on the present valubefstimated cash flov
Managemens estimate of future cash flows is subject to reskd uncertainties. Therefore, it is reasonablysides that chang:
could occur which may affect the recoverabilitytiod Company’s property, plant and equipment.

Deferred charges

Financing charges and charges related to the prgjodd forward sales agreement are amortized fatiguhe scheduled payments
the credit facility and the sales agreement.

Commodity contracts and financial instruments

The Company enters from time to time into commoddptracts, prepaid forward sales agreements ae@jfoexchange contracts
manage the price volatility of the commodities proed at its operating mines and the foreign cugrexposure for its Canadian ¢
French Guiana operations. The Company also emtrg$dreign exchange contracts to minimize the syp®to changes in fair val
of short-term investments as a result of fluctuagim foreign exchanges rates.

11
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CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts

per share.)

ACCOUNTING POLICIES (continued)

Commodity contracts and financial instruments (continued)

)

Hedge derivative instruments

The Company formally documents all relationshipgween hedging instruments and hedged items, as aglits risl
management objectives and strategies for undegakamious hedge transactions. This process incllideig all hedgin
derivatives to specific forecasted transactionse Tompany also formally assesses, both at the hedigeeption and on
ongoing basis, whether the derivatives that ard irsedging transactions are highly effective fisetting cash flows of hedg
items.

Gold fixed forward sales and spot deferred sales

The objective of these instruments is to reducevér@bility of the cash flows from forecasted sabé gold production. Chang
in the cash flows from gold fixed forward sales apdt deferred sales (forward transactions) area®rg to be highly effecti
at offsetting changes in the expected cash flowsfforecasted sales of gold production due to charig sales prices. T
forward transactions, for which the quantity, praoed timing of delivery are fixed, are accountedufnder the hedge account
method. Where there is high certainty of delivefygold production, the Company designates a tindhgroduction deliven
Hedge effectiveness is measured by comparing theges in the present value of the sales of goldymtion with the change
the fair value of the forward contracts. Expectadhcflows from forecasted sales are based on fdrpdces. The fair value
gold hedge derivative instruments is not includedte balance sheet unless the instrument doesi@et the hedge account
method requirements. Proceeds from these contaaeteecognized in revenues in the same periodeasdiresponding hedg
item. When the Company delivers gold productionirsgasuch contracts at a date earlier than anteipar liquidates tt
contract before that date, any gain or loss isge@ed as a deferred gain or loss on the balanmet.sBubsequently, this defer
gain or loss is accounted for in the statementpefrations as an increase/decrease in revenudassfpetiod of the correspond
hedged itens original designation date. If the Company deBvgold production against such contracts at a @dés thal
anticipated, the Company accounts for the relasd or loss in revenues on the original designatiate.

12
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CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts

per share.)

ACCOUNTING POLICIES (continued)

Commodity contracts and financial instruments (continued)

)

Hedge derivative instruments (continued)

Foreign exchange fixed forwards contracts to hedigenges in cash flows

For the Canadian and French Guiana operation& ¢ngpany also enters into foreign exchange fixeddéods and spot deferr
contracts (foreign exchange contracts) wherebyihroits to deliver US currency in exchange for Céaradiollars or Euro
Because all of the Comparsyrevenues are derived in US funds and expenditucesred by such operations are denominat
Canadian dollars and Euros, the Company enterssintb contracts to meet the operatiomeeds in Canadian dollars and EL
The objective of these instruments is to reducevtir@bility of the cash flows from forecasted satd gold denominated in
dollars for the Canadian operations and expenditdemominated in Euros for the French Guiana opesatHedge effectivene
is measured by comparing the changes in the presdud of gold sales denominated in US and expereditdenominated
Euros with the change in the fair value of the iigmeexchange contracts.

The fair value of foreign exchange hedge derivatigtruments is not included on the balance sheketsa the instrument dc
not meet the hedge accounting method requiremEntsvard contracts used to hedge specific trangstimving fixed term
such as amount, price and timing of delivery fon&dian operations or anticipated capital and opeyatxpenditures for ti
French Guiana operations are accounted for usiadéllge accounting method. If foreign exchangeraots are repurchas
before the original designation date, any gainoss lis recognized as a deferred gain or loss obatance sheet. Subsequel
this deferred gain or loss is accounted for in stetement of operations as an increase/decreasevémues for Canadi
operations and expenses or capital expendituresréarch Guiana operations, for the period of theesponding hedged ites’
original designation date. If foreign exchange cacts are repurchased after the original designatéde, the Company accot
for the related gain or loss in revenues for Caraddperations and expenses or capital expendifaresrench Guiar
operations, on the original designation dates.

13
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(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts

CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

per share.)

ACCOUNTING POLICIES (continued)

Commodity contracts and financial instruments (continued)

i)

ii)

Non-hedge derivative instruments

Prior to 2005, in some cases, the Company utilimestruments with optionalities (call options, vdnla volume forwarc
(“VVF") and lease rate swaps) as part of its revenue piaigarogram. Transactions in which there was nmtaggy for one ¢
more of its key components (price, delivery dateamity) did not meet the conditions of hedge aotiog, and were treated
“non-hedge derivativesdind marked to market. Gold purchase commitmentfjding those used to offset optionalities, ar®
marked to market. The Company obtains a valuatiom fa counterparty of its portfolio of gold comménts for each reportil
period. This market valuation is based on forwaates and considers the market price, rate of isttegold lease rate a
volatility. The fair value of the nohedge instruments is included on the balance sirekthe change in market value from
previous reporting period is included in the opiera statement as a nbedge derivative gain or loss. The variation inst
valuations can be significant and can have a natenpact on earnings.

If non-hedge derivative instruments (call options and V¥Fe converted into hedge derivative instrumerntedfforwards) an
included in a hedging relationship, any changehim fair value of the instrument after the conversitate is recognized
revenues as explained previously in section i).

Prepaid gold forward sales contract

Since the delivery of the gold production relatedhe prepaid gold forward sales contract is prtédgahe Company conside
this contract as a normal sales contract. Inittacpeds from prepaid gold forward sales contracsaacounted for as defer
revenue and are recognized in revenues from minjpegations when the related ounces of gold areeteld.

Ounces of gold receivable

Following the disposal of the Carlota Copper prhj€ambior will receive ounces of gold. The faitueaof the ounces of gc
receivable was determined based on forward prit#seaclosing date and a risk premium. Cambior gaczed both an amot
for gold receivable and a related discount. Thel geteivable is revaluated at each balance shéetatiaghe current spot pri
and the variation is accounted for under the “nedge derivative gain/los€aption in the statement of operations. The dist
is amortized up to the time of deliveries and iscamted for under the “investment incomedption in the statement
operations.

14




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

ACCOUNTING POLICIES (continued)
Asset retirement obligations

Environmental and ogeing site reclamation costs at operating mineshaeged to operations in the period during whigytoccui
The Company recognizes, when the legal obligagdndurred, the fair value of an estimated liapifdr the future cost of restoring
mine site upon termination of the operation witbcaresponding increase in the carrying value ofrtiated londived asset. Tt
Company amortizes the amount added to the ass® tlg¢ depreciation method established for theaélasset. The depreciat
expense is included in the operations statementamcdunted for in accumulated depreciation, depleind amortization. /
accretion expense in relation with the discouniahility over the remaining life of the mining pregiies is accounted for in mini
operations and added to the asset retirement dibligd he liability is adjusted at the end of e@ehiod to reflect the passage of t
and changes in the estimated future cash flowsriyiidg the obligation.

Employee future benefit plans
The Company accrues its obligations under emplayteee benefit plans and the related costs, nptarf assets.

The cost and accrued benefit obligations are aelyadetermined using the projected benefit methwdrated on service a
managemens best estimate of expected plan investment pedoce salary escalation, retirement ages of emetogad health ce
costs.

For the purpose of calculating the expected redarplan assets, those assets are valued at fag.val

Actuarial gains (losses) arise from the differet@tween actual lonterm rate of return on plan assets for that pedad th
expected longerm rate of return of plan assets for that pedpftom changes in actuarial assumptions used terméne the accrue
benefit obligation. The excess of the net actuagah (loss) over 10% of the greater of the accrhoekfit obligation and the fi
value of plan assets is amortized over the averag®ining service period of active employees. Therage remaining servi
periods are summarized in Note 15. The transitiasaét is amortized on a straight-line basis o6erehrs.

Income and mining taxes

The Company uses the tax asset and liability meth@dcognize and measure future income taxes. tthdemethod, future incor
tax assets and liabilities are recognized for #xeconsequences of temporary differences by applstatutory tax rates applicable
future years to the difference between the findnsiatement carrying amounts and the tax bases.bi®amecords a valuatic
allowance against any portion of these future inedax assets that it believes will not more likislgn not, be realized. Mining ta
represent Canadian provincial taxes levied on mgiriperations and are classified as income taxe® snch taxes are based ¢
percentage of mining profits.

15




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

ACCOUNTING POLICIES (continued)
Stock-based compensation

Under its stock option plan, the Company grantsroom share purchase options to directors and keyogegs of the Compar
Stock-based compensation plans are accountedifgy the fair valuesased method of accounting. Compensation costssureshe
the grant date based on the fair value of the nptand recognized over the related service pegi@accounted for as an expens
the statement of operations and credited to cartgibsurplus. Consideration paid by employees wtheroptions are exercised,
well as the fair value at the grant date of optierercised, are added to capital stock.

Revenue recognition

Revenues from gold, niobium and bauxite salesréyatesent more than 98.7% (98.5% in 2004) of reggrfitom mining operatiol
are recognized when the following conditions areé: me

. Persuasive evidence of an arrangement exists;

. Delivery has occurred under the terms of the aearent;
. The price is fixed or determinable; and

. Collection is reasonably assured.

For gold sold under forward sales contracts ohagpot market, it is considered that delivery tasurred on transfer of title to 1
gold to counterparties.

For niobium and bauxite sold under specific contad is considered that delivery has occurredtamsfer of the rights a
obligations to buyers.

Revenues from contracting services are recognigegvices are rendered.
Earnings (Loss) per share

The calculation of earnings (loss) per share igthagon the weighted average number of sharesaadiay each year. The treas
stock method is used to determine the dilutivectfté stock options and warrants.

Reclassification

Certain comparative figures have been reclassifiezbnform with the presentation adopted in 2005.
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CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

CHANGES IN ACCOUNTING POLICIES
Stock-based compensation

On January 1, 2004, the Company adopted, retr@dgtiwithout restating prior periods, the amendedommendations of t
Canadian Institute of Chartered Accountants (“CICAandbook Section 3870, “Stock-based CompensatimhOther Stockase!
Payments”. These standards define a fair vaaged method of accounting and establish that cosapien costs be measured a
grant date based on the fair value of the optionisracognized over the related service period. &laesendments require that the
valuebased method be applied to options granted to graesy which previously had not been accounted tféaiavalue. Befor
2004, the Company did not use the fair value metifatcounting for its options granted to employard provided in its financi
statements pro forma disclosures of net earningseamings per share as if the fair value methatobunting had been applied.

The following table presents the impact of the presly described changes as at January 1, 2004:

$
Fair value of options granted from 1995 to 2003liapto deficit 15,87:
Fair value of options exercised from 1995 to 20@84ferred to common shares (212
Residual amount applied to contributed surplus 15,66

Asset retirement obligations
On January 1, 2004, the Company adopted the recadatiens of CICA Handbook Section 3118ctounting for Asset Retireme
Obligations” which establish standards for recognition and mmeasent of a liability for an asset retirement obtign and th

associated asset retirement cost.

This change in accounting policy was applied rattivaly and reflected in the consolidated finansi@tements as follows:

2004 2003

Consolidated Balance Sheet: $ $

Increase in property, plant and equipment 10,95: 5,44(

Increase in asset retirement obligations 10,73 3,35¢

Increase in shareholders’ equity 222 2,082
Consolidated Operations:

Decrease in mining operations expenses 387 863

Increase in depreciation, depletion and amortipatio 991 711

Increase (Decrease) in net earnings (604) 152
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3. CHANGES IN ACCOUNTING POLICIES (continued)
Flow-through shares

In March 2004, the CICA Emerging Issues Committdd Q") issued EIC Abstract 146, “Flow-through shsfeidentifying twc
issues as a result of varying practices relatetheéodate of recognition of the future tax liabiléiyd the recognition of previou:
unrecorded future income tax assets caused byettmincement of expenditures relating to flitwiough shares. The future incc
tax liability must be recognized, and the sharedadequity reduced, on the date that the Company reresuthe tax credi
associated with the expenditures, provided themeasonable assurance that the expenditures withdide. Cambior adopted t
pronouncement in 2004 which resulted in the redagmf a future income tax liability of $1,219,00set by the recognition of
corresponding amount of unrecognized tax lossagiied previously.

4. IMPAIRMENT LOSS AND RESTRUCTURING COSTS

In accordance with its accounting policies, the @any reviewed the carrying value of the Doyon nahgearend 2004 based on
long-term plan and updated mineral reserves aretrd@ied that an impairment loss was necessary(4.20

Net estimated future cash flows from the Doyon mivere calculated, on an undiscounted basis, basethanagemerd’ bes
estimates of future gold production, which wereakkshed using longerm gold price and foreign exchange rate assumgtiutur:
expected operating costs, capital expendituresaasdt retirement obligations were based on thefitae mine. The fair value w
calculated by discounting the estimated futurecash flows using a single interest rate, commemsuvih the risk.

The impairment loss also required the write-offpoéviously deferred losses and the getef a hedge derivative loss for forw
contracts attributable to Doyon.

This loss is summarized as follows:

2004

$
Impairment loss 52,64
Write-off of deferred losses 4,29:
Hedge derivative loss in relation with the fairu@lof forward sales commitments 14,27:

71,211
Restructuring costs 1,941

73,15
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5. FINANCIAL INFORMATION INCLUDED IN THE CONSOLIDATED  STATEMENT OF CASH FLOWS
€)) Changes in non-cash working capital items
2005 2004 2003
$ $ $
Receivables (7,667) (3,84)) (717)
Production inventories 482 (299 (2,667
Supplies inventory and prepaid expenses (5,117 (8,199 (1,312)
Accounts payable and accrued liabilities (1,319 16,12; 4,044
(13,620 3,794 (64€)

Some changes in narash working capital items for major projects imswuction are included in investing activities.eSb ar
considered as investing activities because theytadb the construction, or the constitution of kitog capital prior to commerci
production. When commercial production begins, ¢glesnin noncash working capital items are presented underatiperactivities
Changes in non-cash working capital items reladegctjuisition of assets are included in investictiydies.

(b) Cash flows relating to interest and income and mimig taxes
2005 2004 2003
$ $ $
Interest paid 3,27: 2,50( 1,34:
Income and mining taxes paid (received) 247 451 (361)
6. CASH AND SHORT-TERM INVESTMENTS
2005 2004
$ $
Cash 1,92( 7,43¢
Short-term investments with initial maturities e than three months, bearir
interest at rates varying from 3.20% to 4.15% (2616 2.45% in 2004® 13,66: 13,58:
Cash and cash equivalents 15,58: 21,02(
Short-term investments with initial maturities obra than three months but le
than six months, bearing interest at rates varffiog 2.02% to 2.48% in 20(C
(b) - 33,84¢
Cash and short-term investments 15,58: 54,86¢

(@ Some of these short-term investments totalling 0@ (C$200,000) ($1,082,000 (C$1,300,000) in 200=re
denominated in Canadian dollars.
(b) Some of these short-term investments totalling 33,@00 (C$10,857,000) in 2004 were denominatedsima@ian dollars.
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7. INVESTMENTS AND OTHER ASSETS
2005 2004
$ $
Shares of publicly traded companies, at cost npta@fision for decline in
market value® 14,10¢ 15,82(
Ounces of gold receivable related to the dispostileoCarlota project (Note 9) 24,85( -
Debt service accounts (Note 11 b) and c)) 812 -
Restricted cash deposit per closure cost guara(itexe 14) 53¢ -
Residual proceeds receivable of $2,000,000 frons#he of a project, discount
at 6.125% - 1,917
Promissory note receivable from a supplier andrsthe 83:< 2,45¢
Accrued benefit asset (Note 15) 1,24¢ 562
42,37¢ 20,74¢
Deferred charges 2,412 1,911
44,79 22,66(
Current portion included in receivables 13,35¢ 1,912
31,43: 20,74¢

(a) Some of these shares dollars totalling $14,055(@%18,366,000) ($15,772,000 (C$20,608,000) in 2@@4e denominated
Canadian dollars. A provision of $1,024,000 wasaoted for to reflect a permanent decline in onvestment.
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8. PROPERTY, PLANT AND EQUIPMENT
2005
Accumulated
depreciation,
depletion
and
amortization
Cost 1) Net
$ $ $
Mining properties 164,56( 66,85 97,707
Development expens(? 509,84t 408,02: 101,82t
Land, buildings and equipment relating to mines 510,83! 326,23t 184,59¢
Other 17,03t 15,39 1,641
1,202,27 816, 50! 385,77.
Mining projects 69,09: - 69,09:
1,271,37 816,50! 454,86t
2004
Accumulated
depreciation,
depletion
and
amortization
Cost 1) Net
$ $ $
Mining properties 144,40:. 56,68: 87,72
Development expens(@ 467 ,46. 381,21 86,24«
Land, buildings and equipment relating to mines 446,36 295,38! 150,98.
Other 14,58: 13,00¢ 1,57¢
1,072,81! 746,29: 326,52:
Mining projects® 86,95¢ 14,63 72,32:
1,159,77. 760,92t 398,84
1) Includes impairment loss
2 In 2005, an amount of $999,000 of government aasist was accounted for as a reduction of developexpenses

($957,000 in 2004).
) The costs of mining projects include accumulatgarel@ation related to the transfer of equipmentvieen subsidiaries.
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9. ACQUISITION AND DISPOSITION OF ASSETS AND BUSINESSES

The following table presents the cash impact oligition and disposition of assets and businesses:

2005 2004 2003
$ $ $
Disposal of Carlota Project 14,29¢ - -
Consolidation of the ownership of the Sleeping Game (4,13¢) - -
Acquisition of Sequoia Minerals Inc. - (42,019 -
Privatization of Linden Bauxite operations in Gugand
creation of Omai Services Inc. - (14,717 -
Acquisition of Camp Caiman Project - - 3,23(
10,16: (56,730 3,23(

Disposal of the Carlota Copper Project

On December 21, 2005, Cambior completed the satheofCarlota Copper project (“Carlotahrough the transfer of all shares
Cambior USA, Inc. (“Cambior USA"Yor an initial consideration of $38,630,000. Undbe terms of the agreement, Cam
received, at closing, a cash consideration of A0, and will receive, commencing on March 3& eight quarterly deliveri
of 6,250 ounces of gold. The fair value of the asof gold receivable was determined to be $230880based on forward prices
the closing date and a 3.0% risk premium. As tHd gpot price was $489 per ounce on the closing,d@ambior recognized botl
$24,450,000 gold receivable and a related discoti$820,000. The gold receivable is revaluatedaahebalance sheet date at
current spot price and the variation is accountedihder the “non-hedge derivative gagaption in the statement of operations (1
21). The discount is amortized up to the time ofivéees and is accounted for under the “investmiagbme” caption in th
statement of operations.

To conclude this transaction, Cambior incurred 81,000 of commission and fees. The net gain onodalpwas $12,552,000. T
USA tax losses carried forward of Cambior USA walso transferred to the buyer. Also following thisposition, Cambior h
realized, for income tax purposes, a capital logbé amount of $41,837,000 on which no futureasset was recognized.

At December 31, 2005, the revaluation of the g@deivable at a spot price of $513 per ounce, mdut the recognition of
$1,200,000 gain.

The final four gold deliveries may be deferredhié touyer is unable to begin construction at Catbgtéhe first quarter of 2007. T

deferral cannot however be extended beyond Jun@@I). Following an agreagpon drilling program of approximately 3,(
meters, Cambior may receive up to an additiond@@000 in cash based on the estimated coppericedta defined areas.
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ACQUISITION AND DISPOSITION OF ASSETS AND BUSINESSES (continued)
Disposal of the Carlota Copper Project (continued)
As security regarding the gold deliveries, the buye

0] pledged all shares of Cambior USA and of Carlotppgeo Company (“CCC”"), a whollpwned subsidiary of Cambi
USA and the direct owner of Carlota; and

(i) granted first rank security interests in all moveatand immoveables of Cambior USA and of CCC, am@ior’s favor
such first ranking being subject to existing roigaton Carlota and security interests to be graimtetbnnection wit
project financing for Carlota, if and when appliglwhich shall rankari passu with Cambior’s security.

The carrying value of the Carlota project as atddelwer 31, 2004, was classified as assets heldaferom the consolidated bala

sheet. All expenditures related to the Carlota gmbjwere capitalized and included in investing \aioéis: $2,125,000 in 200

$5,888,000 in 2004 and $1,654,000 in 2003.

Consolidation of the ownership of the Sleeping Giant mine

Effective April 30, 2005, the Company purchasedrgmaining 50% interest in the Sleeping Giant nforea cash consideration
$4,136,000 (C$5,205,000). The transaction was attedias an acquisition of assets.

The following table summarizes the fair value of #ssets acquired and liabilities assumed at tieeofi@cquisition.

$

Current assets 60€
Investments 81¢F
Property, plant and equipme® 6,041
Total assets acquired 7,462
Current liabilities 1,645
Liability for asset retirement obligations and athe 1,64:
Assumption of long-term debt 40
Total liabilities assumed 3,32¢
Net assets acquire 4,13¢
Consideration

Net disbursemer 4,13¢€

(1) Property, plant and equipment consist of miningpprtes, land, buildings and equipment relatingitoes.
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ACQUISITION AND DISPOSITION OF ASSETS AND BUSINESSES (continued)

Acquisition of Sequoia MineralsInc.

On July 2, 2004, Cambior acquired Sequoia Minehats (“Sequoia”)through a merger transaction, thereby consolidatire
ownership of the Niobec mine. Sequoia held a 508rést in the Niobec mine and was the mine oper&ambior purchased t
remaining interest for $42,019,000 in cash andeds21241,000 of its shares valued at $6,292,00i. Vidlue was determined ba
on an exchange ratio of one Cambior share for 6&&Bequoia shares.

The transaction with Sequoia was accounted asiadasscombination using the purchase method ofuattry. Cambior estimatec
liability for asset retirement obligations relatit@gthe closure of a nostrategic division. Cambior also accounted for @avgion o
$422,000 for involuntary termination benefit expens

As the acquired company was liquidated into CambiorJanuary 1, 2005, the future income tax assetsqusly considered
Sequoia’s financial statements wereekeduated based on its estimated profit for théopepreceding the liquidation. No future
liability was recorded with respect to the excebpurchase price paid over book value as it wasirasd that, as a result of
acquisition, such future liability would be settladainst some of Cambior’'s nget recorded future tax assets. However, a fi
mining duties liability of $589,000 was recordedéflect the higher values for accounting thanrfoming duties existing in Sequt
at the time of acquisition. The initial allocatiohthe purchase price was adjusted in 2005.
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9. ACQUISITION AND DISPOSITION OF ASSETS AND BUSINESSES (continued)
Acquisition of Sequoia Minerals Inc. (continued)

The following table summarizes the adjusted valuth® assets acquired and the liabilities assurhéueadate of

acquisition:
$
Current Assets 12,99¢
Investments 158
Property, plant and equipment 58,22
Future income tax assets 41
Total assets acquired 71,42(
Current liabilities 4,981
Assumption of long-term debt 14, 06:
Assumption if debentures 1,01t
Asset retirement obligations 822
Accrued benefit liability®) 1,36¢
Future mining tax liabilities 58¢
Total liabilities assumed 22,837
Net assets acquire 48,58:
Consideration
Disbursemen® 42,01¢
Issuance of Cambior shares 6,292
Conversion option on convertible debenture 262
Fair value of Sequoia common share purchase optiomgerted into Cambior options 10
48,58

(1) In 2005, a portion of this accrued benefit lialilitas transferred to a company previously assatiatth Sequoia (Note 15).

(2) The Company entered into foreign exchange fixed/dod contracts to hedge the foreign exchange elsitad to the
disbursement in Canadian Dollars at a foreign exgbaate of 1.3619.

Privatization of Linden Bauxite Operationsin Guyana

In December 2004, Cambior completed a transactitim tive Government of Guyana for the privatizatadrcertain assets of Lind
Mining Enterprise Limited (Linmine), a bauxite mmgi and processing operation wholly-owned by thegBawment of Guyana.

A new company, OMAI Bauxite Mining Inc. (OBMI), hdseen incorporated and is owned 70% by Cambior 20% by th
Government of Guyana. The main privatized asset$riboted by the Government of Guyana are the @msing plant along wi
service facilities and the Montgomery mine totali$5,223,000. Cambior contributed an amount of 882,000 to acquire its 7C
participation including $5,000,000 cash and theubed in mine equipment transfers from OMAI Gold &b td. (OGML).

This transaction also included the creation of OBwiivices Inc. (OSl), a wholly-owned Cambistibsidiary which was grante:
license to generate and sell electricity to OBMdl amother customer under a 15-year agreement.
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9. ACQUISITION AND DISPOSITION OF ASSETS AND BUSINESSES (continued)
Camp Caiman project

On November 29, 2003, the Company acquired the Gaaiman advanced gold exploration project locateBrench Guiana, Sot
America, and other assets and liabilities througheager agreement with Ariane Gold Corp. (“Arian@he transaction with Ariar
was accounted as an acquisition of assets.

Under the terms of the agreement, Cambior issuggB44621 common shares to Ariane shareholders dat§2.64 (C$3.58) eau
based on the closing prices of the companiespective shares on the Toronto Stock Exchangth@rdate the transaction v
announced. The Company also allowed the holderk, 266,000 options issued under the Ariane emplays®on plan to obtal
corresponding options of Cambior (based on theragieexchange ratio) and to hold them until theigioal scheduled expiry.

The value of the net assets acquired has beerliss&bas follows:

$
Cash and cash equivalents 3,23(
Current Assets 18€
Investmen® (39€)
Property, plant and equipment - mining projects 49,61*
Total assets acquired 52,63¢
Current liabilities 2,27¢
Assumption of long-term debt 9,711
Total liabilities assumed 11,987
Net assets acquire 40,64¢
Consideration
Issuance of Cambior shares 39,20:
Fair value of Ariane common share purchase optionserted into Cambior optiol) 1,44t
40,64¢
1) Prior to the transaction, the Company held a mipanvestment in shares of Ariane.
2 The options granted upon the merger agreementAvitne were valued at their fair value using thad&Scholes option-

pricing model taking into account an expecteddifesix months, a semi-annual riflee interest rate of 3.11%, a volatility
54% and a nil dividend.
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10. CURRENT PORTION OF LONG-TERM LIABILITIES

Note 2005 2004
$ $
Current portion of:
Long-term debt 11 21,22 20,787
Deferred revenue 12 - 12,22
Deferred gains 13 11¢ -
Asset retirement obligations 14 1,89t 3,75¢
Accrued benefit liabilities 15 40€ 10¢&
23,64 36,86¢
11. LONG-TERM DEBT
Total Scheduled payments Total
2005 2006 2007 2008 2009 2010 2011+ 2004
$ $ $ $ $ $ $ $
2003 Credit facility® 32,00 14,00 14,00( 4,00( - - - 50,00(
Balance of purchase price
- Rosebe(®) - - - - - - - 1,00¢
- Grassalcd) 1,50z 81¢€ 687 - - - - 2,27¢
Non-participating share(@ 1,40( 48C 48( 44C - - - 1,88(
Convertible debentur®™ 1,25¢  1,25¢ - - - - - 147¢
Others 93¢ 17& 36¢ 132 101 75 90 1,10C
Sub-total 37,097 16,727 15,53. 4,572 101 75 90 57,42¢
Non-recourses debt
- Credit facility- OBMI ® 10,00( - 62¢€ 914 1,014 1,12¢ 6,321 -
- Credit facility- 0SI© 8,00( 41¢ 612 67¢ 754 83€  4,69¢ -
- Balance of purchase pric
Camp Caimai@ 7,91¢  4,07¢ - 3,84: - - - 7,80C
Sub-total 25,91¢ 4,498 123¢ 543t 176¢ 1,961 11,02(  7,80(
Total 63,01t 21,22 16,77. 10,007 1,86¢ 2,03¢ 11,11 65,22¢
Current portion 21,22 20,78
Long-term portion 41,79: 44,44;
a) 2003 Credit facility

On February 7, 2003, Cambior entered into a newdiCfacility agreement (“2003 Credit facilitytyith a banking syndical
The 2003 Credit facility initially consisted of am-revolving term loan and a revolving credit fagil

In 2004, a Credit facility amendment to delay thenbursement schedule by nine months commencingtvat, 2005 we

agreed upon. The new repayment schedule consisteuofquarterly payments of $3,500,000 in 2006,rfouarterl
payments of $3,500,000 in 2007 and three quarpayynents of $1,333,000 in 2008.
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11. LONG-TERM DEBT (continued)

(@) 2003 Credit facility (continued)

In October 2005, Cambior agreed to an amendmeitg 003 Credit facility with its lenders to incssathe revolving crec
facility from $10,000,000 to $15,000,000, and tamge the basis for calculating interest rates aed.fln accordance w
this amendment, the interest margin above LIBOR vall henceforth vary according to the ratio oftdld\Net Senior Debt"
EBITDA. The Total Net Senior Debt is defined as Hygregate amount of the debt less cash and subtedi debt. Tt
EBITDA is defined as the consolidated net incomesphterest expense, depreciation, amortizatioresg and income t
expense. Committed facilities carry a weighted agerstandby fee of 0.30% per annum on the unwudijimetion of the 20C
Credit facility.

At December 31, 2005, the $15,000,000 revolvindiporof the 2003 Credit facility, maturing on Septger 30, 2008, wi
unutilized except for $6,701,000 inl etters of déradsued to guarantee certain corporate obligatid?rior to the 20(
amendment, the 2003 Credit facility bore interdsthe LIBOR rate plus 2.50%, until achievement ompletion at th
Rosebel project which occurred in late 2004. Framuary 2005 until November 2005, the interest nmaggiove LIBOF
varied from 1.50% to 2.25% based on the Loan Lifgtdetion Ratio (“LLPR”).The LLPR was defined as the ratio of
present value (discounted at a rate of 8% per ahofiprojected cash flow available for debt servicghe total net seni
debt. As at December 31, 2005, the effective ister@e was 5.87% (4.81% as at December 31, 2004).

The 2003 Credit facility is secured by the Comparigterests in the Doyon, Mouska, Sleeping Giampblc and Rosek
mines, and is subject to various covenants, firsdmatios and prepayments in the event of futurarftings.

(b) Credit facility - OBMI

In 2004, OBMI entered into a $10,000,000 crediilitgcwith a Caribbean financial institution on @mrecourse basis, k
subject to a $5,000,000 construction cost-overuaranty from Cambior. This facility has a §8ar term and an interest r
of 10.5% per year and is used to refurbish the ib@yprocessing plant and infrastructure. An amafn$10,000,000 w:
borrowed during 2005. Interest only is to be paidnthly during the first two years. Thereafter, tiaeility is to be
reimbursed by 32 equal consecutive quarterly paysnacluding interest until 2015. This credit fétgilis secured by a fir
debenture over the fixed and floating assets of QBbgether with a collateral mortgage over thepemies and tt
buildings constructed thereon. It is also secunga@r assignment of the proceeds of the sales agraemOBMI must als
maintain a debt service account in the amount efincipal and interest payment.

28




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

11. LONG-TERM DEBT (continued)
(c) Credit facility - OSI

An amount of $8,000,000 was borrowed during 2005fa Caribbean financial institution at a rate @5% per year, on
non-recourse basis to install a power plant neaMDB facilities. The facility is to be reimbursed b§ 8qual consecuti
quarterly payments including interest commencingeJ80, 2006, until March 31, 2015. OSI has graatéided and floatin
charge over its assets to the lender to secureefheyment of the principal sum. OSI must also na@int debt servi
account in the amount of one principal and intepegtment.

(d) Balance of purchase price payable for Camp Caimajeqt

Pursuant to the acquisition of the Camp Caimaneptpthe Company assumed the balance of the pwgha® relating t
Ariane’s acquisition from Asarco Incorporated, ingust 2002, of Asarco Guyane Francaise S.A.R.LGFA. The balanc
of purchase price is accounted for at its discalimtdue calculated using an interest rate of 3%haut interest and payal
as follows:

i) $4,136,800 on August 19, 2006; and
i) $4,136,800 within 120 days of the commencemenbofroercial production planned in 2008.

An amount of $2,171,000 was paid in 2004. The ldaof purchase price payable is subject to prepatsne the case ol
subsequent issuance of equity. The AGF (renamed @Gidhan S.A.S.) shares have been pledged as seagatinst th
future payments, and will be released upon theréithbursement of the debt.
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11. LONG-TERM DEBT (continued)

(e) Balance of purchase price - Rosebel

The balance of the purchase price representedshénktallment of $1,000,000 paid in 2005.

® Balance of purchase price - Grassalco

Upon receiving the Right of Exploitation for the $&bel project in December 2002, an amount becaryabjm tc
Grasshopper Aluminum Company N.V. (“Grassalca)mining company owned by the Government of Suriair
compensation for exploration expenses incurred s&alco. This amount is payable in three equalannstaliments ¢
$696,000, the first of which was paid in 2005. Hierounted value was calculated using an inteatstaf 3.19%.

(9) Non-participating shares

The Rosebel mine started commercial productionebriary 11, 2004. In accordance with the Mineratekgment betwet
the Company and the Republic of Suriname, the Comnssued to the Government of Suriname, followtng date of th
commercial production as defined, 5% of the pastithg capital stock of Rosebel Gold Mines N.V. GR"), anc
2,000,000 non-participating shares redeemableZ@(®,000. Norparticipating shares totalling $480,000 were recdeir
2005 ($120,000 in 2004).

(h) Convertible debenture

Upon the acquisition of Sequoia in July 2004, tlemPany assumed a convertible debenture. This deteeist convertibl
anytime into 340,166 common shares of the Compamty @artially convertible at the Compasybption under certa
conditions. The debenture has a par value of C®1080, bears interest at 10% per annum payablequaiderly basis, a
matures in December 2006. The effective interast waas 13.5% at December 31, 2005. The fair vafue conversio
option associated with the convertible debentureeisorded as "Equity component of convertible délrefi unde
shareholders’ equity. The accretion on the deberitucharged to earnings ratably to maturity.

30




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts

per share.)
11. LONG-TERM DEBT (continued)
Interest:
Interest on long-term debt was as follows:
2005 2004 2003
$ $ $

Interest on long-term debt
-Expensed 3,00( 2,291 91
-Capitalized 66¢ 52¢ 1,411

3,66¢ 2,82( 1,502

12. DEFERRED REVENUE
On January 12, 2001, Cambior entered into a $53)000prepaid gold forward sales agreement witthanitial institution, wherel
Cambior was committed to deliver an aggregate &&37 ounces of gold in equal monthly deliveriesrfruly 2001 to Decemk

2005. The cash proceeds from these prepaid salesaseounted for as deferred revenue.

13. DEFERRED GAINS (LOSSES)

2005 2004
$ $

Deferred losses on gold related to hedging traisasct (85) (5,139
Fair value at the date of conversion of non-hedgérdtive instruments

converted into hedge derivative instruments 204 692

11¢ (4,447)

Current portion 11¢ (4,646

Long-term portion - 204
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14. LIABILITY FOR ASSET RETIREMENT OBLIGATIONS AND OTHE RS

Cambiors activities are subject to various laws and re@ra regarding the environmental restoration aledure provisions fc
which the Company estimates future costs. Thesagions may be revised on the basis of amendmergadh laws and regulatic
and the availability of new information such asrues in reserves corresponding to a change in the life or construction of ne
mines. The liability for asset retirement obligasohas been considered in the yelad- impairment test process. Accordiny
management’s estimate, the cash flows provided d&ylsior’s operations and expected from the sale of resielgiaibment will b
sufficient to meet the payment obligations. The @any is required by the Minister of Natural Resesrin Quebec to provi
security pledges (government bonds or letter oditréased on the mine closure plans. As at Dece®bge2005, the Company F
$533,000 in deposits restricted (Note 7) for gaitits obligations as well as a letter of credithie amount of $500,000 issued to
Government of Guyana. Asset retirement obligatettiements for OGML have started and will contimu@006.

At December 31, 2005, estimated undiscounted arsmfritash flows required to settle the obligatiangected timing of paymel
and the average credit-adjusted risk-free ratenasdun measuring the asset retirement obligaticarg s follows:

Average
Undiscounte Expected credit-
amounts timing of  adjusted risk-
required payments free rate
$
Doyon mine 30,29¢  2007-2017 5.30%
Omai mine 1,78 2006 6.92%
Rosebel mine 3,01t 200¢-2021 7.18%
Sleeping Giant mine 2,65/  200¢-2012 6.22%
Niobec mine 2,25:  200¢-2025 6.29%
Bauxite mine 2,67¢ 2065 7.51%
. 4.65% -
Other mines 1,35¢  2006-2009 6.37%
44,03}

The schedule of estimated future disbursementefabilitation and for security deposits is asdofé:

$
2006 8,36¢
2007 5,25¢
2008 12,08(
2009 4,957
2010 6,74¢
2011 onwards 6,10C

43,50
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14 LIABILITY FOR ASSET RETIREMENT OBLIGATIONS AND OTHE RS (continued)

The following table presents the reconciliatiorttue liability for assets retirement obligations:

2005 2004
$ $
Liability for asset retirement obligations
Balance, beginning of year as previously reported 29,43 16,40(
Prior years’ adjustment to reflect the change toaating for asset retireme!
obligations (Note 3) - 3,35¢
Restated balance, beginning of year 29,43 19,75¢
New obligation relating to the acquisition of assatd businesses 1,34C 822
Revision in the estimated cash flows and timingafments 4,85¢ 5,67
Accretion expense 1,832 1,787
Disbursements (3,427 -
Foreign exchange variation 911 1,39¢
Balance, end of year 34,94t 29,43«
Less current portion (1,895 (3,759
Long-term portion 33,05( 25,68(
Other obligations 75E 27¢
33,80¢ 25,95¢
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EMPLOYEE FUTURE BENEFIT PLANS

The Company contributes to various defined contidmuand finalpay defined benefit pension plans for its employthasare funde
on the basis of actuarial valuations. The definedefit pension plans are subject to funding basedatuarial valuation which
performed at least every three years. The moshteatuarial valuation was prepared as at Janua®pQ3 and the next requi
valuation will be as of January 1, 2006. The Comypareasures its accrued benefit obligations anddimesalue of plan assets -
accounting purposes as at Decembet 8fleach year.

As well, senior management of the Company spedlificdesignated by the Board of Directors particgpat a supplementa
executive retirement plan ("SERP"). The purposthefSERP is to provide these employees with a peregjual to that which wot
otherwise be received if the Compamyefined benefit pension plan reflected the falbant of the base salary of such employ
Annual contributions are assessed by the Boardidfcdrs based on the Compasyfinancial position and other factors. In 2(
letters of credit amounting to $6,201,000 (C$7,20Q) were issued to guarantee the SERP obligatiorder retiremel
compensation agreements.

Upon the acquisition of Sequoia in July 2004, tlen@any assumed accrued benefit liabilities relatimfunded finalpay define:
benefit pension plans and other pretirement benefit plans (health care plans). Tam@any also recognized a new accrued be
liability related to a postetirement benefit plan offered to unionized empkey of Niobec. In 2005, the defined benefit pengian
acquired was transferred to a company previousp@ated with Sequoia. This transfer is presensed settlement in the followil
reconciliation. The postetirement benefit plans are unfunded and requarecantribution from employees and the most re
actuarial valuations were prepared in 2004.

Total cash payments

Total cash payments for employee future benefiassisting of cash contributed by the Company tdutgled pension plans, ci
payments directly to beneficiaries for its unfundsttier benefit plans, and cash contributed to @eficontribution plans we
$3,853,000 in 2005 ($3,077,000 in 2004).

Defined contribution plans

The total expenses for the Companglefined contribution plans amounted to $2,264j6@D05 ($2,306,000 in 2004 and $1,908
in 2003).
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15. EMPLOYEE FUTURE BENEFIT PLANS (continued)

Post-retirement benefit

Pension benefit plans plans
Defined benefit plans 2005 2004 2005 2004
$ $ $ $

Accrued benefit obligations
Balance, beginning of year 12,247 7,77¢€ 2,362 473
Current service cost 78% 534 104 354
Interest expense 73k 58¢ 17¢€ 84
Actuarial loss 1,55: 684 798 18C
Benefits paid (30¢€) (16€) (200 (55)
Acquisition of Sequoia 77 1,83¢ - 1,09¢
Settlement of a plan (972) - - -
Foreign exchange variation 471 992 12C 23C
Balance, end of year 14,43 12,24; 3,45¢ 2,362
Plan assets
Fair value, beginning of year 8,681 5,37 - -
Actual return on plan assets 917 554 - -
Employer contributions 1,58¢ 71€ - -
Benefits paid (30€) (16€) - -
Acquisition of Sequoia - 1,48¢ - -
Settlement of a plan (9893) - - -
Foreign exchange variation 342 712 - -
Fair value, end of year 10,23t 8,681 - -
Pension plan assets consist of 2005 2004
Asset category: % %

Equity securities 57 52

Debt securities 33 36

Other 10 12

Total 10C 10C

Reconciliation of the funded status of the ben@fins to the amounts recorded in the financiaéstants is as follows:

Post-retirement benefit

Pension benefit plans plans
2005 2004 2005 2004
$ $ $ $

Fair value of plan assets 10,23t 8,681 - -
Accrued benefit obligations 14,43¢ 12,24, 3,45¢ 2,362
Funded stati-deficit (1) (4,199 (3,566 (3,45¢) (2,362)
Unamortized transitional asset (1,339 (1,420 - -
Unamortized net actuarial loss 3,18¢ 1,96¢ 997 204
Accrued benefit liabilities (2,344 (3,027 (2,459 (2,15%)

(1) As at December 31, 2005, the two fipaly defined benefit pension plans showed a defisitat December 31, 2004, two of the tr
final-pay defined benefit pension plans were shgvardeficit consisting of an accrued benefit olilyatotalling $5,989,000 and
plan assets of $2,246,000.
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15. EMPLOYEE FUTURE BENEFIT PLANS (continued)
Defined benefit plans (continued)
The accrued benefit liabilities are included in @@mpany’s balance sheet as follows:

Post-retirement

Pension benefit plans benefit plans Total
2005 2004 2005 2004 2005 2004
$ $ $ $ $ $
Accrued benefit asset 1,24¢ 562 - - 1,24¢ 562
Current portion of long- term
liabilities (250 (105) (156) - (406) (105)
Accrued benéefit liabilities (3,349 (3,480 (2,309 (2,159 (5,649 (5,639

(2,349 (3,029 (2,459 (2,159 (4,807 (5,180

There is no additional minimum liability as definedder US GAAP.

The total costs recognized for the Company’s definenefit plans are as follows:

Pension benefit plans Post-retirement benefit plans
2005 2004 2003 2005 2004 2003
$ $ $ $ $ $
Current service cost 783 534 43€ 104 354 (22)
Interest expense 73E 58¢ 43¢ 17¢€ 84 25
Actual return on plan assets (912 (5549) (392 - - -
Actuarial loss 1,55¢ 684 10 792 18C -

Element of employee future benefit costs
before adjustments to recognize the lon
term nature of employee future benefit
costs 2,15¢ 1,25¢ 58¢€ 1,07: 61¢€ 4
Adjustments to recognize the long-term
nature of employee future benefit costs:
Difference between expected return anc
actual return on plan assets for the ye 344 12¢€ 10¢ - - -
Difference between actuarial loss
recognized for the year and actuarial
loss/gain on accrued benefit obligatiot

for the year (1,455 (627) (55) (75%) (160 -
Amortization of the transitional asset (129 (120 (113 - - s
Defined benefit costs recognized 91¢ 632 53C 31¢ 45¢ 4
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15. EMPLOYEE FUTURE BENEFIT PLANS (continued)
Defined benefit plans (continued)

The significant assumptions used to evaluate thegamy’s accrued benefit obligations and benefitxase as follows (weighted-
average):

Post-retirement benefit

Pension benefit plans plans
2005 2004 2005 2004
% % % %
Accrued benefit obligations as of December
Discount rate 52 6.C 5.3 6.C
Rate of compensation increase 3.C 3.2 - -
Benefit costs for years ended December
Discount rate 6.C 6.4 6.C 6.C
Expected long-term rate of return on plan
assets 7.C 6.8 - -
Rate of compensation increase 3.2 3.2 - -
Assumed health care trend rate for the nex
year used to measure the expected cost
covered by the plans
- first four years (first three years in 2004 - - 10 10
- thereafter - - 5 5
2005 2004
Average remaining service period of active empleya®vered by the: Y ears Years
- Defined pension benefit plan 16 16
-SERP 11 11
- Defined pension benefit plan - Sequoia - 16
- Defined post-retirement benefit plan -
* manager and clerical employees at Niobec 14 10
* unionized employees at Niobec 16 16

The estimated employer contributions for 2006 &&3$000. Estimated benefit payments for the nexyears are as follows:

$

2006 463
2007 50¢
2008 543
2009 531
2010 53t
2011 to 2015 4,50¢

7,08¢
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EMPLOYEE FUTURE BENEFIT PLANS (continued)
Defined benefit plans (continued)
Sensitivity analysis:

Assumed health care cost trend rates have a signifeffect on the amounts reported for the heatk plans. A one percentage
point change in assumed health care cost trensl waiald have the following effects for 2005:

Increase Decrease
$ $
Total service and interest costs 15 (16)
Accrued benefit liabilities 177 (151)

COMMON SHARES, WARRANTS AND OPTIONS
Authorized
- Unlimited number of voting common shares without yeue.

- Unlimited number of Class | preferred shares withgar value, issuable in one or several series mgtits, privileges, restrictions
and conditions to be determined by the Board oéaors.

- 10,000,000 Class Il preferred shares.
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16. COMMON SHARES, WARRANTS AND OPTIONS (continued)

2005 2004 2003
Number of Number of Number of
securities Amount securities Amount securities Amount
(000) $ (000) $ (000) $
Common shares issued and fully paid:
Balance, beginning of year 274,18t 544,54 240,84 445,74 160,16 288,04(
Options exercised from 1995 to 2003 - 212 -
Options exercised during the year 262 202 -
Issued:
Public offerings - - 29,33: 87,82: 40,00( 72,19:
Merger agreemer®) - - - - 14,83t 39,20¢
Acquisition of Sequoi? - - 2,241 6,292 - 5
Exercise and expiry of warrants - - 15C 11¢ 24,75¢ 44,01¢
Exercise of option® 41C 40€ 63t 85¢ 51¢ 84¢
Flow-through common shares - - 987 3,29¢ 571 1,441
41C 66¢ 33,34¢ 98,80: 80,67¢ 157,70:
Balance, end of year 274,59¢ 545,21 274,18 544,54! 240,84. 445,74:
Common share purchase warrants®)
Balance, beginning of year - - 15C 50 2,21¢ 87C
Exercised - - (150 (50 (702) (232)
Expired - - - - (1,369 (58¢)
= - (150 (50) (2,06€) (820)
Balance, end of year - - - - 15C 50
Common share purchase options granted
following the Ariane merger and
Sequoia acquisition:(@
Balance, beginning of year 8773 953 1,012 1,15¢ - -
Granted - - 47 10 1,26¢ 1,44¢
Exercisec® 3) 4 (186) (212) (254) (290)
Expired (44) (6) - - - -
(47) (10 (139 (202) 1,012 1,15t
Balance, end of year 82¢€ 943 873 953 1,01z 1,15¢
Total common shares, warrants and
options 546,15t 545,49¢ 446,94¢
Q) Upon the merger agreement with Ariane (Note 9)
2 Upon the acquisition of Sequoia (Note 9)
) The options were exercised by employees of the Gompnder the stock option plan for directors aeg &mployees and pursuant

to the merger agreement with Ariane.
4) Excluding warrants to purchase common shares the¢ i8sued as part of the August 12, 2003 and @ctbh 2004 public offering
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16. COMMON SHARES, WARRANTS AND OPTIONS (continued)
I ssuance of securities
2005:
Common shares were issued in 2005 following theaése of common share options.
2004:
On October 14, 2004, Cambior issued 29,333,333 aia price of C$3.75 per unit to a syndicaterafeuwriters for gross procee
of $87,823,000 (C$110,000,000). Each unit consistedne common share and ohalf of one Series D common share purc
warrant. Each whole Series D warrant is exercisable price of C$4.35 before October 16, 2006. fid¢ieproceeds of the offeri
were used by the Company for general corporategseg

In conjunction with the acquisition of Sequoia, @®empany issued 2,241,000 common shares on JaR, (Note 9).

During 2004, 150,000 common shares at a price d@f.%85per share were issued pursuant to the exeofisearrants for tot:
proceeds of $119,000.

In addition, pursuant to a flotrough financing to incur Canadian Exploration Expes, common shares were issued as fc

during 2004:
Number of
common  Issuance price Total

shares ($ per share) proceeds

(000) $
March 18, 2004 111 $ 3.31 (C$4.4) 367
April 16, 2004 571 $ 3.27 (C$4.4) 1,86¢
July 12, 2004 305 ¢ 3.49 (C$4.6) 1,06¢

987 3,29¢

2003:

During 2003, 24,754,000 common shares were issuesilignt to the exercise of warrants as follows:

Number of
common shares Exercise price Total proceeds

(000) ($ per share) $

10,417 $ 1.14 (C$1.7) 11,83¢
107 $ 0.85 (C$1.3) 122
596 $ 0.41 (C$0.5) 444

13,634 $ 2.28 (C$3.0) 31,617)

24,754 44,01¢

(1) During 2003, 1,364,000 warrants exercisable ai@mf C$2.20 each and 682,000 warrants exercisab$3.00 each expir
without being exercised. The value of warrantslliaga$588,000 was transferred into common shares.
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COMMON SHARES, WARRANTS AND OPTIONS (continued)
I ssuance of securities (continued)
2003(continued).
On August 12, 2003, Cambior issued to a syndichtenderwriters, 40,000,000 units at a price of $1(8%$2.50) per unit for gro
proceeds of $72,192,000 (C$100,000,000). Eachaamsisted of one common share and bak-of one Series C common sk

purchase warrant. Each whole Series C warrantaecesable at a price of C$3.75 prior to August2008.

On September 2, 2003, 571,000 common shares waredst a price of $2.52 (C$3.50) pursuant a flowugh financing for tot
proceeds of $1,441,000 (C$2,000,000) to incur Ciamndgxploration Expenses.

Warrants

As at December 31, 2005, the outstanding numbesaofants exercisable into common shares was asifsi|

Number
Exercise price $ Number issued exercisable
Date of issue Expiry date per share (000) (000)
August 12, 2003 August 12, 2008 C$3.75 20,000 20,000
October 14, 2004 October 16,2006 C%$4.35 14,667 14,667
34,667

Shareholder rights plan

On November 4, 2005, the board of Directors adopteshareholder Rights Plan (the “Plamd) encourage the fair treatment
shareholders should a takeer bid be made for Cambior. Shareholders wilevanh a resolution to ratify the adoption of thenPd
an Annual and Special Meeting of the Shareholdérislwwill be held on or before May 4, 2006. If thesolution is not approved
a majority of votes cast by Shareholders, the Bfahthe rights issued under the Plan will termirzeig cease to be effective.

The rights issued under the Plan will become ezalde only if a person, including any party relatedt, acquires or announces

intention to acquire 20% or more of the outstandihgres of Cambior without complying with the "Pited Bid" provisions of th
Plan or without approval of the Board.

41




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

16. COMMON SHARES, WARRANTS AND OPTIONS (continued)
Earnings per share

The following number of equity instruments were matluded in the computation of diluted earnings pleare because to do
would have been anti-dilutive for the periods présd.

2005 2004 2003

Number of instruments (000) (000) (000)
Options 2,241 7,964 1,62¢
Warrants 34,66° 34,66° -
Convertible debenture 34C 34C -
37,24¢ 42,97 1,62°¢

Reconciliation of the diluted weighted average nanmif common shares outstanding for the followiegrg is as follows:

2005 2004 2003
(000) (000) (000)
Number of instruments
Basic weighted average number of common sharetaodisag 274,33¢ 249,32! 187,95!
Effect of dilutive stock options 1,551 - 2,05¢
Effect of dilutive warrants - - 57C
Diluted weighted average number of common sharetanding 275,89( 249,32: 190,57
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17. COMMON SHARE PURCHASE OPTIONS AND STOCK-BASED COMPENSATION

Under the stock option plan for directors and kemployees of the Company, options may be grantedigible employees. Optio
expire seven years after the date of granting. @nasted, one half of the options may be exerdismd the second anniversary ¢
of the granting and the balance after the thirdwareary thereof. Options are granted at an exeqmike equal to the average qut
(close) market price of the common shares of the@amy on the Toronto Stock Exchange for the fieglitig days immediate
preceding the grant date.

The following table sets out the activity in optson

2005 2004 2003
Weighted Weighted Weighted
average average average
price per price per price per

Number option Number option Number option
(000) $/option (000) $/option (000) $/option

Common shares reserv() 13,73( 9,00( 9,00(
Options outstanding, beginning of

year 7,96¢ 2.5C 7,25¢ 2.5¢ 5,66¢ 3.13
Granted 1,69( 1.8t 1,73( 2.37 1,40( 1.4C
Granted following

acquisition/merge(@) - - 47 5.4t 1,26¢ 1.6¢
Exercised (410 0.9¢ (635) 1.01 (515 1.0¢
Forfeited or expired (1,029 5.9¢ (432) 8.9¢ (56E) 11.2¢
Options outstanding, end of year 8,221 2.0¢ 7,96/ 2.5C 7,25¢ 2.54
Options exercisable, end of year 4,58¢ 4,55¢ 3,54(

(1) Attheir annual general and special meeting helflag 12, 2005, the shareholders approved an inereasommon shares
issuable under the stock option plan of the Compamn aggregate number equal at all times to 5#e0Company’s
outstanding common shares. During the second quar905, such maximum number issuable therefaceeased from
9,000,000 common shares to a new maximum of areggtg number being at all times equal to 5% ofbepany’s
outstanding common shares which represented 18d3@pmmon shares, as at December 31, 2005 .

(2) Upon the acquisition of Sequoia in 2004 and thegmeagreement with Ariane in 2003 (Note 9), thentbetstanding options
were converted into Cambior options.
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COMMON SHARE PURCHASE OPTIONS AND STOCK-BASED COMPENSATION (continued)

The following stock options were outstanding at &aber 31, 2005, including the options resultingrfithe acquisition of Sequoia
and the merger agreement with Ariane:

Exercise price Options outstanding Exercisable options
Weighted Weighted
Average Average
Weighted exercisable exercisable
Average price price
remaining life  per option per option
($ per option) @) Number (000) (years) ($ per option) Number (000) ($ per option)
0.44 to 0.71 88¢ 2.4 0.4¢€ 88¢ 0.4¢€
1.07 to 1.53 48t 1t 1.2¢ 48k 1.2¢
1.68 to 2.36 4,66( 4.t 1.8t 2,487 1.7¢
2.79 to 3.06 1,49: 5.4 2.81 33 2.81
3.61 to 4.88 69€ 0.8 4.77 69€ 4,77
8,221 2.0¢ 4,58¢ 1.91

(1) Options were granted in Canadian dollars and ceegeén US dollars using the year-end exchange rate.

Accounting for compensation plans
Cambior adopted, retroactively, the amended recamlatéons of the CICA Section 3870, as of Januag004.

The fair value of options granted was estimatedgusiie Black-Scholes optigoricing model taking into account an expected dif
five years and the following assumptions:

2005 2004 2003
Semi-annual risk-free interest rate 3.5(% 3.95% 4.08%
Volatility 65% 75% 78%
Dividend - - -

The weighted average fair value of options gramtef005 was $1.00 ($1.44 in 2004 and $0.93 in 20D8R005, the total stock-
based compensation expense determined under theafagbased method was $1,595,000 ($1,580,000 in 200w.fdir value ¢
options exercised during 2005 totalling $262,0a80&000 in 2004) was transferred from contributagblsis to common shares.
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COMMON SHARE PURCHASE OPTIONS AND STOCK-BASED COMPENSATION (continued)
Before 2004, the Company measured compensatioa ating to awards of stock options using thaneic valuebased method

accounting, and was required to make pro formdatisces of net earnings (loss), basic earnings)lpsr share and diluted earni
(loss) per share as if the fair value-based metti@tcounting had been applied, which would hawentreported as follows:

2003
$

Net earning: 801
Deduct: Total stock-based employee compensatioarespdetermined under fair value-base

method for all awards (1,065)
Pro forma net loss (264)
Basic net earnings per share 0.0C
Diluted net earnings per share 0.0C
Basic net loss per share, pro forma (0.00
Diluted net loss per share, pro forma (0.00

Share purchase plan

The Company has an employee share purchase plan whith eligible employees have the opportunitat¢quire common shai
of Cambior through payroll deductions. The Comparatches up to 50% of the employee contributionoughé lesser of 3% of ba
annual salary or C$5,000. The shares are acquitddeoopen market by a trustee. Camisi@dntribution is charged to earning:
the year of contribution, and amounted to $547j6@D05, $489,000 in 2004 and $313,000 in 2003.
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FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts$ estimated fair values of Cambior’s financiakinments and
commodities:

2005 2004
Carrying Fair Carrying Fair
Value Value Value Value
$ $ $ $

Financial Assets
Cash and cash equivale(?) 15,58: 15,58z 21,02( 21,02(
Shor-term investment® - - 33,84¢ 33,84¢
Receivables excluding ounces of gold

receivabled? 28,13¢ 28,13¢ 20,31¢ 20,31¢
Investments- Publicly-traded companie® 14,10: 20,70¢ 15,82( 18,92:
Ounces of gold receivable related to the sale

Carlota (Note 9 24,85( 24,79 5 -
Investment:- Residual proceeds receival® - - 1,917 1,912
Debt service accounts, Cash deposit and

promissory note and othe®) 2,17¢ 2,17¢ 2,45¢ 2,45¢
Fair value of non-hedge derivatives 1,082 1,082 1,54¢ 1,54¢
Foreign exchange contracts (Note © - 42 - 317
Financial liabilities
Accounts payable and accrued liabilit® 54,66 54,66 61,13: 61,13:
Long-term deb(”) 63,01¢ 62,77 65,22¢ 65,22¢
Fair value of gold forwards (Note 2(®) 13,52¢ 33,99¢ 14,27 23,00¢

(1) The fair value of cash and cash equivalents, deom-investments, receivables excluding ounceolf geceivable and
accounts payable and accrued liabilities is eqaiviaio the carrying amount given the short matypéyiod.

(2) The fair value of the shares of publicly-traded pamies was based on the last quoted market price.

(3) This valuation is based on the forward price ofigad at year-end, the risk premium and estimatbeedg dates.

(4) The fair value of the residual proceeds receivablm the sale of the El Pachon project was equitate the carrying amount
given the short-term maturity period.

(5) The fair value of the debt service accounts, tlengsory note and others is equivalent to the @agrgmount given the short-
term maturity period.

(6) The Company obtains a valuation from a counterpafrtts portfolio of foreign exchange contractsidtaluation is based on
forward premium considering market foreign excharages.

(7)  Since most of the long-term debt is variable rastdthe fair value of the Company’s lotegm debt approximates the carry
amount as at December 31, 2005 and 2004.

(8) The Company obtains a valuation from counterpakitsgortfolio of gold commitments. This valuati®smbased on forward
rates considering the market price, rate of integgsd lease rate and volatility.
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CUMULATIVE TRANSLATION ADJUSTMENT

This account reflects the difference in the netigalf the assets of the Canadian mining operati&lasive to the US exchange rate
effect at the end of each reporting period.

The changes in this account are as follows:

2005 2004 2003
$ $ $

Cumulative unrealized gain (loss), beginning ofryea 16,67( 26€ (18,855
Unrealized net gain for the year on translationetfassets 5,33i 16,40: 19,12:
Gain on foreign exchange accounted for in operatfoliowing

the reduction in net investment in Canadian mirapgrations (742) - -
Cumulative unrealized gain, end of year 21,26t 16,67( 26¢
Exchange rate, end of year 1.163( 1.202( 1.296¢

47




CAMBIOR INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in United States dollars except whatteerwise indicated; amounts in tables are in thnds of US dollars, except for amounts
per share.)

20. INCOME AND MINING TAXES

The provision for income and mining taxes is défer from the amount that would have resulted frgeplyang the combine
Canadian statutory income tax rate (federal andipe@l: 35.01% in 2005, 36.0% in 2004 and 37.292003) as a result of t

following:
2005 2004 2003
$ $ $
Income taxes (Income tax benefit) at combined Ciamad
statutory rate (federal and provincial) 10,87¢ (24,13 92
Increase (Decrease) resulting from:
Resource allowance and earned depletion (463) 671 (742)
Non-taxable portion of gain (98) - (42%)
Income tax rate differential of foreign subsidiarie 60C 727 302
Use of tax benefits not previously recognized - (5,066 (1,899
Future income tax recovery resulting from recogmitof
Rosebel prior years’ tax assets (2,349 (4,009) -
Tax treatment of the disposal of Carlota includieglization
of a capital loss (19,807 - -
Impact of non-deductible (non-taxable)portion afeign
exchange loss (gain) on Canadian currency (579 741 (2,560
Non-deductible items and other elements 2,98: 963 124
Increase in valuation allowance 22,38: 35,81« 5,107
13,557 5,70¢ -
Tax on large corporations 86 242 292
Provincial mining taxes (recovery) (3,687 @) 214 (712
Other countries’ current taxes (recovery) - - (13%)
9,961 6,16( (559

(1) This recovery reflects the reversal of $2,199,06f mining taxes valuation allowance.
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20. INCOME AND MINING TAXES (continued)

The provision for income and mining taxes is mag@fiithe following components:

2005 2004 2003

$ $ $
Current:
Federal income taxes - tax on large corporatiori3anada 86 242 293
Provincial mining taxes (recovery) (2,089 214 (712
Other countries’ current taxes (recovery) - - (139)

(2,009 45€ (554)
Future:
Provincial mining taxes (recovery) (1,599 - -
Federal and provincial income tax (recovery) - (2,180 -
Foreign income tax 13,55" 6,88¢ -

11,96 5,704 -
Total 9,961 6,16( (559
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20.

per share.)

INCOME AND MINING TAXES (continued)

As a result of higher asset values for income tap@ses than accounting values and accumulatedsiassCanada, Guyana ant
USA, the Company has significant future tax asaetslable. Some of these assets were utilized @pthe Sequoia acquisition
2004 (Note 9). The Company records a valuationaliae against any portion of its remaining futureome tax assets tha
believes will not, more likely than not, be reatize

As at December 31, 2005 and 2004, future tax asset$iabilities were detailed as follows:

2005 2004
US and UsS and
Canada other Total Canada other Total
$ $ $ $ $ $

Tax assets:
Future mining taxes 2,211 - 2,211 2,171 - 2,171
Net operating loss car-forwards 2,607 43,27 45,87¢ 2,77¢ 60,75¢ 63,53
Net capital losses cal- forwards 28,11( - 28,11( 11,65¢ - 11,65¢
Difference between book and tax

depreciation and depletion 116,18¢ 18,81¢ 134,31 99,13« 15,65¢ 114,79(
Accrued liabilities 16,10¢ 724 16,83: 12,95¢ 2,27¢ 15,237
Others 4,59¢ - 4,59t 4,45¢ - 4,45¢
Total of future tax assets before

valuation allowance 169,82 62,127 231,94 133,16: 78,69.  211,85:
Valuation allowance (167,609 (44,027 (211,63() (133,16) (65,70¢ (198,86

2,211 18,09¢ 20,307 - 12,98t 12,98t

Tax liabilities:
Difference between book and tax

depreciation and total of future

tax liabilities 1,31¢( 38,53¢ 39,84¢ 1,24¢ 19,86¢ 21,117

Cambior has approximately $182,202,000 ($147,0%0j002004) in cumulative Canadian exploration amehglative Canadie
development expenses and approximately $362,837§815,997,000 in 2004) in property, plant and pmént depreciation for t
purposes available indefinitely to reduce taxahtme in future years. The Company also benefits funclaimed investment t
credits totalling $1,000,000, which can be conwkntéo other deductions anytime.

In 2005, governmental assistance in the form of Ghebec resources tax credit reduced exploration exggeby an amount
$2,239,000 ($2,049,000 in 2004).
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20. INCOME AND MINING TAXES (continued)

Losses carried forward as at December 31, 2005ewjiire as follows:

United
Canada States Peru ®
$ $ $

2006 - 1,05¢ -
2007 - 64t -
2008 1,192 1,63¢ -
2009 1,59¢ 1,33¢ -
2010 322 1,63¢ -
2011 - 1,02¢ -
2012 - 1,28( -
2014 4,94¢ ) -
2018 - 1,71¢ i
2019 - 1,197 ]
2020 - 132 -
2021 - 11¢ -
2022 - 19 -
Undetermined4 )- - 5, 77:

8,054 11,78¢ 5,772

Suriname Guyana Guyana Guyana Guyana
@ OGML D oBCI @@ oBMI @ 0S1@
$ $ $ $ $
Unlimited @®) 48,33: 55,18¢ 69C 1,122 147

(1) In accordance with the Mineral Agreement codelliwith the government of the country.

(2) In accordance with the Mineral Agreement codelliwith the government of the country. In a giyear, losses can only
eliminate 50% of the net income.

(3) According to fiscal legislation in Peru, lossas be carried forward until the end of the foyrlar following the first year in
which a fiscal profit is realized (no fiscal profias been realized to date).

(4) Omai Bauxite Company Inc.

The Company’s French subsidiaries, CBJ-France &WGaiman, benefit from an income tax exemption ptarafterm of ten yeal

Under those tax holiday plans, certain commitmemasle to the French Tax Administration must be e tax holidays are subji
to re-assessment by the authorities.
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21. COMMITMENTS AND CONTINGENCIES
Gold sales and purchase commitments

The Company’s gold sales and purchase commitmeras Becember 31, 2005, were as folléi's

2006 2007 Total

Total obligations - forwards

Quantity (000 02) 11¢ 56 17¢%

Average price  ($/0z) 32t 35C 332
Gold purchase

Quantity (000 02) (20 - (10

Average price  ($/0z) 40€ - 40€
Net obligations (000 0z) 10¢ 56 16&
Ounces of gold receivable related to the disposal Garlota

(Note 9) (000 0z) 25 25 50

(1) The designation dates for accounting purpo#fés drom commitment dates.

The estimated fair value of Cambior’s gold forwaedes and purchase commitments, calculated usingfd rates considering
market prices, interest rate, gold lease rate afatilities, is as follows:

2005 2004

$ $
Hedge derivatives - Forwards (33,999 (23,006)
Non-hedge derivatives 1,08: 1,54¢
Estimated mark-to market value (32,919 (21,457
Recognized on the balance sheet:
Forwards - Doyon future gold production includedhe impairment loss in

December 200 (13,529 (14,279

Non-hedge derivatives 1,082 1,54¢

(12,447 (12,724
Off-balance sheet - net fair value of forwards (20,470 (8,739

(1) In conjunction with the impairment loss of theyon mine, on December 31, 2004, a loss was ateddar hedging forward
contracts attributable to the Doyon mine and assponding amount was reflected on the balance sheet the “fair value of
hedge derivatives” caption totalling $14,273,008.84 December 31, 2005, an amount of $13,529,068ined as a liability on
the balance sheet for such outstanding derivatives.
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21. COMMITMENTS AND CONTINGENCIES (continued)

Gold sales and purchase commitments (continued)

The non-hedge derivative gain (loss) is summarazetbllows:

2005 2004 2003

Variation of the fair value of the non-hedge detive

instruments during the year (467) 9,33¢ (1,429
Gain resulting from the variation in market pricgunces of

gold receivable related to the disposal of the @anproject

(Note 9) 1,20( - -
Gain resulting from lease rate swap contracts - 1,497 3,10¢
Gain (Loss) arising from the exercise of call optisold and

gold purchase commitments 1,96¢ (8,28%) (1,042
Non-hedge derivative gain 2,691 2,551 635

Foreign exchange contracts

As at December 31, 2005, the Company had commisnémbugh foreign exchange forward contracts dlover US $5,500,000 a
obtain in exchange Canadian dollars at an avertgeof C$1,1709 in 2006. As at December 31, 20@5fdir value of these forei
exchange contracts was $42,000. This amount wasauanted for in the consolidated statement ofaijmns as the Comparsy’
commitments to deliver US dollars in exchange fan&lian dollars are treated as hedge instrumeh&s Cbmpany is exposed
currency risks as a result of revenues derived iter@anadian operations.

Risk of counterparties

Realization of the Comparg/hedging program is dependent upon the abilith@fcounterparties to respect the terms of theraot
and the maintenance of a liquid market. Cambiasignterparties in its hedging transactions are thi@gany’s lenders.

Credit Risk

In the normal course of business of rgwid operations, the Company performs ongoing trediews of its customers and evalu
the creditworthiness of all new customers. Exceptlie ounces of gold receivable following the disg of Carlota (Note 9), there
no existing single account receivable that reprssensubstantial risk for the Company. An allowarice doubtful accoun
receivable is established while taking into accatmet specific credit risk related to customerstidnisal trends and the econor
situation.
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21. COMMITMENTS AND CONTINGENCIES (continued)
Royalties
Production from some mining properties is subjeablyalties based on various methods of calculationmarized as follows:

Royalties included
in mining operations expenses

Mine Calculation 2005 2004 2003
$ $ $

Rosebel 2% in-kind royalty per ounce of gold productio
and price participation of 6.5% on the amount
exceeding a market price of $425 per ounce w
applicable, using for each calendar quarter the
average of the market prices determined by th
London Bullion Market, P.M. Fix 3,14¢ 2,01cC -

0.25% of all minerals produced at Rosebel

payable to a charitable foundation for the purp

of promoting local development of natural

resources within Suriname 682 48¢ -

10% of the excess, if any, of the average quar

market price above $300 per ounce for gold

production from the soft and transitional rock

portions and above $350 per ounce from the f

rock portion of the Rosebel property, after

commencement of commercial production anc

to a maximum of 7,000,000 ounces produced 4,77: 2,88: -
Omai Gold 5% inkind royalty on mineral production payal

to the Government of Guyana. Reduction of 1'

the gold price is lower than $280 per ou 2,147 4,89( 4,94¢
Doyon 24.75% of any excess of the annual average

market price over $375 per ounce of gold

produced (1,275,000 remaining ounces of

production at December 31, 20( 1,674 1,15¢ -
Mouska Two royalties of 0.2% and 2.0% respectively ¢

gold productior 54¢€ 11€ 46C
Total 12,97( 11,54: 5,40t

The Company is also subject to other royaltiesafioich no amount was paid during 2005, 2004 and 2003

Sleeping Giant: Two royalties representing 2% of gross operatirgjipfor one and 15% of net operating profit foetbther.
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COMMITMENTS AND CONTINGENCIES (continued)
Sequoia Minerals

As part of the acquisition of Sequoia, the Comphay assumed the indemnity and guarantees issubd fmrchaser of a busin
sold in 2003, for a ten-year term for environmeptalposes, up to a maximum amount of C$1,750,000.

Other commitments

As at December 31, 2005, the Company had commisrterdomplete facilities, summarized as follows:

$
Niobec 1,501
OBMI 3,24¢
Caiman 707
5,456
Claims
OMAI

On May 29, 2003, a writ of summons was served onADMold Mines Limited (“OGML”") in connection with a class action
Guyana claiming total compensation of approximaté®/$2 billion for damages allegedly caused by@neai gold mine in Guyai
since 1995. The action was filed on behalf of thme group of people that had previously filed angiovithout success in bc
Québec and Guyana.

Cambior and OGML consider this action as unfouraied frivolous and OGML is contesting it vigorously.

Others

The Company is also subject to various claims,llpgaceedings, potential claims and complaintsiragisn the normal course
business. The Company is also subject to the pbgsitif new income and mining tax assessmentssfime years. The Compe

does not believe that unfavourable decisions inganding procedures or threat of procedures relatedty future assessment or
amount it might be required to pay will entail ateréal adverse effect on the Company’s financialdithon.
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22.

JOINT VENTURES

per share.)

The following accounts represent the Company’s grignate interest in the joint ventures of theepiag Giant mine (50%) up to
April 30, 2005 and of the Niobec mine (50%) up tity 2, 2004 (Note 9).

Current assets

Property, plant and equipment
Current liabilities

Other liabilities

Revenues
Expenses

Net earnings (loss

Cash flow from (used in):
Operating activities
Investing activities
Financing activities

2005 2004 2003
$ $ $
- 1,69¢ 9,46%
- 10,50¢ 25,01¢
- (1,572) (3,679
- (1,686) (2,095)
- 8,94( 28,70:
3,79¢ 24,68’ 33,70«
(4,359 (22,616 (26,30%)
(569) 2,071 7,39¢
$ $ $
211 3,72¢ 10,447
(1,482) (3,499) (6,156)
4 (12)
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SEGMENTED INFORMATION

The Company’s operations are managed on a mins.tds Company operates four gold mines, a niolmparation and a bauxite
operation. Camp Caiman in French Guiana was adjuirBlovember 2003 and is a development project.

Niobec, Camp
Sleeping Bauxite Caiman Corporate
Rosebel  Omai Doyon Giant and (French and
(Suriname) (Guyana) (Canada) (Canada, others Guiana) projects Total
$ $ $ $ $ $ $ $

2005
Revenues - Mining operations 151,52( 37,060 72,95¢ 18,81 93,18 - (5,657%) 367,88
Financial expenses 10,03« 21C 10¢ (7) 1,85¢ - (7,507 4,692
Depreciation, depletion and

amortization 19,16( 3,37¢  13,71¢ 4,18¢  7,23¢ - 252 47,93:
Income and mining taxes (recove 14,10¢ - (2,675 (519 (1,04) - 86 9,961
Earnings (Loss) 26,67 (8,769 91¢ (3,31¢ 2,752 (363) (11,660 6,23¢
Capital expenditures (disposals) 27,907 (3,149 8,58¢ 7,81C 35,99¢ 6,24¢ (7,720 75,68¢
Property, plant and equipment 148,66. 8,72¢ 68,32 16,75¢ 136,66¢ 64,62 11,10:¢ 454,86¢
Assets 191,22¢ 15,71« 78,98:  18,77¢ 179,25¢ 64,92¢ 72,47 621,35:¢
2004
Revenues - Mining operations 109,44t 80,87( 53,13¢  11,74¢ 44,73¢ - 37 299,98
Financial expenses 9,46¢ 37¢ 10 34 43€ 2 (6,209 4,117
Depreciation, depletion and

amortization 18,74: 8,90: 14,19 2,12¢ 2,73 - 23¢ 46,937
Impairment loss and restructuring

costs - - 73,15: - - - - 73,15:
Income and mining taxes (recove 6,84¢ - - - 404 - (2,089 6,16(
Earnings (Loss) 21,97 3,382 (92,87) 427 3,75¢ (1,309 (8,51¢) (74,019
Capital expenditures (disposals) 41,86¢ (3,0200 17,22 3,051 61,178 7,711 19,13t ) 147,14¢
Property, plant and equipment 140,88(  14,16( 66,03¢ 10,504 105,39¢ 58,25} 3,61¢ 398,84°
Assets 184,16t 36,00¢ 73,25! 12,19¢ 136,46( 58,74% 89,58¢ (2 590,41«
2003
Revenues - Mining operations - 83,06: 71,39: 11,23F 24,93t - 24E 190,86
Financial expenses - 1,52¢ 9 4 - - 38¢ 1,92
Depreciation, depletion and
amortization - 9,93¢ 15,82t 1,78¢ 861 - 327 28,73¢
Income and mining taxes (recove - - (570 (143) - - 15¢ (5549)
Earnings (Loss) (137 3,37 (2,850) 95€¢€  6,63¢ (8) (13,220 (5,247

Capital expenditures (disposals) 91,08: (1,537 10,61: 4,43¢  2,82C (2,049 2,851 1) 108,23:
@ Includes net disposals of $12,174,000 (capital edjperes of $5,888,000 in 2004 and $1,654,000 ®d320elated to

discontinued operations (Note 9).
(2 Includes assets held for sale totalling $22,952#&dDecember 31, 2004 related to discontinued ¢ipesa(Note 9).
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SEGMENTED INFORMATION (continued)

amounts per share.)

Reconciliation of reportable operating divisionat@ngs (loss) to net earnings (loss) for the ygas follows:

2005 2004 2003
$ $ $

Operating division earnings (loss) 17,89¢ (65,499 8 68¢
Corporate and projects loss (11,660 (8,516 (13,376

6,23¢ (74 019 (4,697
Investment and other income 59¢ 937 2,99
Stock-based compensation (1,59 (2,580 -
Gain (Loss) on foreign exchange (98) (1,109 1,862
Gain on disposal of assets 12,54( - -
Non-hedge derivative gain 2,697 2,551 63E
Gain on foreign exchange from reduction in net gtrreent 742 - -
Non-controlling interest (920) (56E) -
Net earnings (loss 20,20: (73,779 801
Geographic information

Revenues - Property, plant and
mining operations equipment
2005 2004 2003 2005 2004
$ $ $ $ $
Canada 137,54: 104,09: 105,34: 182,197 164,13!
Guyana 78,82t 86,44: 85,52¢ 53,90° 34,23¢
French Guiana - - - 64,62+ 58,25’
Suriname 151,52( 109,44 - 148,66:  140,88(
Others - - - 5,48( 1,337
367,88° 299,98. 190,86¢ 454,86t 398,84
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES
The consolidated financial statements have beepaped in accordance with Canadian GAAP, which diffe certain materii
respects from those principles and practices tmatGompany would have followed had its consoliddiedncial statements be

prepared in accordance with US GAAP.

A. CONSOLIDATED FINANCIAL STATEMENTS

The adjustments to comply with US GAAP would bdallows:

Consolidated statement of operations 2005 2004 2003
Restated?
@
$ $ $

Net earnings (loss) as per Canadian G/ 20,20: (73,779 801
Impairment los{® - 13,60« -
Depreciation, depletion and amortizat® 1,612 4,34¢ 4,52¢
Exploration and development costs for mining prtips(© (16,837 (14,737 (3,647
Unrealized gain (loss) on forward exchange corgi(@ (99) (565) (899)
Gain on foreign exchange from reduction in net streent®) (742 - -
Cumulative effect of change in accounting policy dgset

retirement obligation - - 1,93(
Gain on foreign exchange contra- acquisition of business(® - 1,137 -
Interest on accretion of the convertible deben™ 42 22 -
Income and mining taxe( 32 (317) -
Stocl-based compensatic) 35 - (1,065)
Interest incomd™ 30 - -
Non-hedge derivative gai™ 16 - =
Gain on disposal of ass¢" 10,44¢ - -
Net earnings (loss) as per US GA 14,74¢ (70,280) 1,661
Basic and diluted net earnings (loss) per shapeatlS GAAP 0.0t (0.28) 0.01

Q) For retrospective application in accountingigeb
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
A. CONSOLIDATED FINANCIAL STATEMENTS (continued)

The consolidated balance sheet items, adjusteonply with US GAAP, would be as follows:

December 31, 2005 December 31, 2004
As per As per  As per As per
Canadian Adjust- US Canadian Adjust- us
GAAP ments GAAP  GAAP ments GAAP
Assets $ $ $ $ $ $
Current portion of deferred losses - - - 4,64¢ (4,646 (n) -
Receivables 41,49° (585) (m) 40,91: - - -
Investments and other assets 31,43 6,60C () 37,44¢ 20,18t 3,10z (I) 23,28
(585) (m)
Embedded derivative - 121¢ (m) 121¢ - - -
Property, plant and equipment 454,86t (28,279 (a) 416,09¢ 398,84 (28,279 (a) 372,80
29,99¢ (b) 28,38t (b)
(41,449 (c) (27,117 (c)
1,137 (9) 1,137 (9)
175 (h) (175 (h)
Assets held for sale - - - 22,95; (7,952 (¢) 15,00(
Liabilities
Current portion of deferred gains 11¢ (119 (n) - - - -
Deferred gains - - - 204 (204) (n) -
Current portion of fair value of hedge
derivative 9,465 14,27¢ (n) 23,73¢ - - -
Fair value of hedge derivatives 4,06¢ 6,152 (n) 10,21¢ 14,27 8,41¢ (n) 22,68¢
Convertible debenture 1,25¢ 34 (h) 1,29( 1,17: 75 (h)  1,24¢
Future income and mining tax liabilite ~ 39,84¢ (485) (i) 39,36: 21,117 (45%) (i) 20,66¢
Shareholders equity
Common shares and options 546,15t (35,027 (o) 518,65 545,49¢ (34,95¢ (0) 518 06!
6,75¢ (p) 6,75% (p)
77C (i) 77C (i)
Equity component of convertible
debenture 262 (262) (h) - 262 (262) (h) -
Contributed surplus 18,37¢ 11,62¢ (p) 391,63t 17,03¢ 11,62¢ (p) 390,33:
361,66" () 361,66 (q)
(39 ()
Deficit (184,347) (374,46Y (558,80 (204,47) (369,07)  (573,55)
Changes in market value of investme - 6,60C (1) 6,60( - 3,10z (I) 3,10z
Loss on hedge derivatives - (20,309 (n)y (20,309 - (12,956 (n) (12,95¢)
Cumulative translation adjustment 21,26 10,22: (¢) 11,96: 16,67( 9,48(C () 6,62i
(19,519 (p) (19,519 (p)

11 (v (10) (h)
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)

A.

(@)

(b)

(©

CONSOLIDATED FINANCIAL STATEMENTS (continued)
I mpairment loss

Periodic reviews of the carrying amount of the Camys property, plant and equipment are performed tomance wit
Canadian GAAP requirements which, beginning in 2@0¢ similar to US GAAP requirements with resgedhe writedown ¢
assets. The impact on net earnings (loss) in 288dlts from the fact that the impaired assets hiadvar net book value unc
US GAAP than under Canadian GAAP.

In addition, under US GAAP, the impairment loss aestructuring costs for the year 2004 would béuithed in the calculatic
of “earnings before the undernoted items”.

Depreciation, depletion and amortization

The depreciation, depletion and amortization ofingrassets for the years 2005, 2004 and 2003 wee londer US GAAP th:
under Canadian GAAP as a result of writedowns atigalfor in prior years for the related assets.

Under Canadian GAAP, certain components of taililagn projects are amortized over a period that aeflthe anticipate
project total construction costs and total expedifetime. Under US GAAP, such method is prohibitesionly historical cos
and actual lifetime are to be considered in themaation of amortization.

Exploration and development costs for mining properties

Under Canadian GAAP, exploration and developmestscimcurred subsequent to the date of establisthiaga property hi
mineral resources which have the potential of ba&ngnomically recoverable are allocated to propestsnt and equipme
under mining projects. Under the United States B&esl and Exchange Commission ("SEC") guidelireds,costs incurre
before a commercially mineable deposit is estabtisigenerally by completing a bankable feasibgitydy, must be expensec
incurred and such property should be classifieanasxploration property.

In addition, evaluation costs related to depositeristing operating properties that are capitdlimader Canadian GAAP ¢
expensed as incurred under SEC guidelines.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)

A.

(d)

(€)

(f)

(9)

CONSOLIDATED FINANCIAL STATEMENTS (continued)
Unrealized gain (loss) on forward exchange contracts

Gains and losses on forward exchange contractshamged to income in the same period as the camelépy hedged iter
Under US GAAP, for the year ended December 31, 20ud for the sixnonth period ended June 30, 2002, unrealized
(losses) were charged to income as they occurreteSuly 1, 2002, the Company has designateddioreurrency fixe
forwards as cash flow hedges for US GAAP purpoSessequently, those contracts are marked to maricgetelated unrealiz
gains or losses are charged to other comprehemgieee. Unrealized gains and losses are includegvanues in the sai
period as the corresponding hedged item.

Gain on foreign exchange from reduction in net investment

The Company has recognized an exchange gain asilh o€ the reduction in the net investment in Ghaa mining operation
Under US GAAP, adjustments to the equity transtatiocount are made only when there is a reduati@wnership as a res
of a sale of a portion of the ownership to a tipiadty.

Asset retirement obligations

On January 1, 2004, for Canadian GAAP purposesCihapany adopted the recommendations of CICA Se@idl0. Thi
change in accounting policy was applied retroabtivéth restatement of the prior yearsnsolidated financial statements.
US GAAP purposes, on January 1, 2003, the Compdapted the provisions of SFAS 14#ccounting for Asset Retireme
Obligations”. Under such provisions, the cumulative effect of t@nge in accounting principle must be includedhie
statement of operations during the year of adogifcthe accounting policy.

Gain on foreign exchange contracts - acquisition of businesses
Under Canadian GAAP, the disbursement for the atipi of Sequoia in 2004, denominated in Canadiaflars, wa
accounted for using the exchange rate fixed byigarexchange fixed forward contracts purchasechbyGompany to hedge 1

foreign exchange risk related to the disbursement.

Under US GAAP, such hedging is not permitted. Tisbutsement must be accounted for using the exeheatg at the date
the acquisition and a foreign exchange gain musébegnized.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
A. CONSOLIDATED FINANCIAL STATEMENTS (continued)
(h) Convertible debenture

Under Canadian GAAP, the convertible debenture diviged into a liability component and an equityrguonent. The intere
expense is calculated based on the liability corepbosing the effective interest rate.

Under US GAAP, the convertible debenture must lm@aated for as a liability at its par value and ititerest expense must
calculated using the contract interest rate.

(i) Incomeand mining taxes

For US GAAP purposes, income and mining taxes waeldeduced by $32,000 ($453,000 in 2004) to reflee impact, o
future income taxes, of the increased amortizaticthe costs of the tailing dam projects.

Furthermore, the US GAAP treatment for the issuafdéow-through shares differs from Canadian GAAP whiclultesl in ai
increase of $770,000 in 2004.

() Stock-based compensation

On January 1, 2004, for Canadian GAAP purposesCihapany adopted the recommendations of CICA Se@Rv0. Thi
change in accounting policy was applied retroatfivéthout restating prior periods.

As described in “Changes in accounting policiesaundS GAAP”, the Company adopted the provisionSIBAS 123(R) “Share-
Based Payment” using a modified retrospective appbn.

Under US GAAP, this retrospective application regsiithe restatement of prior years.

In addition, under US GAAP, the expense must beutalled by taking into account the estimation ohaig expected to ve
which resulted in a decrease of $35,000 in thekshased compensation for 2005.
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24, GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)

A.

CONSOLIDATED FINANCIAL STATEMENTS (continued)

(k) Deferred stripping costs

()

As mentioned in Note 2 “Accounting policieshe Company deferred mining costs associated rigiping activities in the ca
of an operpit mine if the actual ratio of total tonnes of ¥l mined relative to gold production in a giwear was higher thi
the estimated average ratio for the life of the anihhe Company charged to operations the amoudizatf deferred strippir
costs in the periods during which the actual rafitotal tonnes of material mined was lower tham ¢lstimated average ratio

the life of the mine. This accounting method resirtthe smoothing of these costs over the remaiilifi@ of the mine. Instead

capitalizing these costs, some mining companiegms@ them as incurred, which may result in a greatatility in period-to-
period results of operations. In March 2005, theeEyimg Issues Task Force (EITF) of the FASB reachednsensus on EI
Issue 04-6, “Accounting for Stripping Costs Incarduring Production in the Mining Industryg’s further discussed in sect
24.C) “ Accounting pronouncements not yet implemented ”. The consensus was that stripping costs incurreidgltine productio
phase of a mine are variable production costsghauld be included in the cost of inventory produdering the period tt
stripping costs are incurred. Had the Company ¥atid a policy of expensing these costs as incursqut@posed by EITF 086,
the reported mining operation expenses would haea beduced by $4,754,000 in 2004 and by $5,740r02003.

Long-term investments
Investments in shares of public companies and skxhirities are recorded at cost, less any provisiodecrease in value for

other-than-temporary decline. Under US GAAP, then@any is required to account for investments ablilforsale at fai
value and to present the unrealized gains or las@scomponent of other comprehensive income wideeholders’ equity.

(m) Gold receivable

Under both Canadian and US GAAP, the fair valuel@ding, of the ounces of gold receivable relatethe sale of the Carlc
project (Note 9) was determined to be $23,630,@&mbior recognized both a $24,450,000 gold recé&vabd a relate
discount of $820,000. Under Canadian GAAP, the getegtivable is revaluated at each balance sheettitiie current spot pri
and the variation is accounted for under the “nedge derivative gaintaption in the statement of operations. The dista
amortized up to the time of deliveries and is aoted for under the “investment income” captionhia statement of operations.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CAN ADA AND THE UNITED STATES (continued)

A.

CONSOLIDATED FINANCIAL STATEMENTS (continued)

(m) Gold receivable (continued)

(n)

(0)

Under US GAAP, the ounces of gold receivable aresictered a hybrid instrument composed of a recéavadst contract and
embedded derivative that must be bifurcated froenhibst contract. The value of the embedded devivatas zero at the closi
of the transaction.

The host contract is accounted for as an intdseating receivable, with accrued interest chargedperations. The embed(
derivative is marked-to-market at each balancetsthate with the variation charged to operationsenridon-hedge derivativ
gain or loss” Furthermore, the receivable and the embedded diwéviastrument should be presented separatelhermalanc
sheet.

Gain (Loss) on hedge derivatives

As explained in the accounting policies sectiore @ompany designated gold forward contracts as ftashhedges for U
GAAP purposes. Furthermore, since July 1, 2002Cimpany has designated foreign exchange contaatash flow hedges
Canadian sales denominated in US dollars. For UBRsAurposes, those contracts are marked to mankketedated unrealize
gains or losses are charged to other comprehemsivene until the hedged production is deliveredotjdelivery, the gain
loss on the hedging contract that has been def@rether comprehensive income is transferred vemaes in the consolidal
statement of operations. When the Company deligeld production against such contracts at a dateethan anticipated
liquidates the contract before such anticipated,dae gain or loss continues to be deferred ieratbmprehensive income an
transferred to revenues in the period of the cpording hedged itera’original designation date. If the Company debvgolc
production against such contracts at a date lagar anticipated, the Company transfers the relgaédor loss to revenues on
original designation date.

Share issue expenses

Share issue expenses are shown as an increase defibit as provided for under Canadian GAAP. Und& GAAP, thes
expenses must be shown as a reduction of capit.st
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CAN ADA AND THE UNITED STATES (continued)

A.

(9)

(a)

()

CONSOLIDATED FINANCIAL STATEMENTS (continued)

Changein reporting currency

The Company adopted the US dollar as its reporturgency effective January 1, 1996. Under US GABRyr years'financia
statements must be translated using the curremtwathod, using the yeand rate or the rate in effect at the transactates] a
appropriate. This translation approach was appbé&tactively.

Elimination of the deficit

On May 7, 2002, the Comparsy'shareholders adopted a resolution to apply amoavdilable from the contributed surg
account of $23,047,000 to reduce the Compaagcumulated deficit, and on June 22, 2000, shhtels adopted a resolutior
eliminate the Compang’accumulated deficit of $338,620,000 as at Decer®be1999 by applying amounts available from
contributed surplus account. Under US GAAP, suahdfers are not permitted.

Disposal of assets and discontinued operations

Under Canadian GAAP, the gain on disposal of theoGaproject is based on the carrying value of ghagect which include
exploration and development costs capitalized. Tapadian GAAP carrying value of Carlota is therefbigher than under U

GAAP.

Under US GAAP, this gain on disposal is therefalewaated based on a reduced carrying value. Tdiis gnder US GAAP als
reflects $372,000 relating to assets having a $0woder US GAAP.

In addition, under US GAAP, the exploration and @lepment expenses related to that project ($2,0059 2005, $5,888,0(
in 2004 and $1,654,000 in 2003) would be presesg¢pdrately as discontinued operation in the stateofeoperations.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CAN ADA AND THE UNITED STATES (continued)
A. CONSOLIDATED FINANCIAL STATEMENTS (continued)
Changes in accounting policies under US GAAP

1) FASB Statement 143

For US GAAP purposes, effective January 1, 2008,Gbmpany adopted the provisions of FASB Staterhé8t " Accounting for
Asset Retirement Obligations". SFAS 143 generally applies to legal obligatiassociated with the retirement of loliged assets th
result from the acquisition, construction, develeptand/or normal operation of a loliged asset. The Company recognizes, v
the obligation is incurred, the fair value of aniraated liability for the future cost for restorirgmine site upon termination of
operation, with a corresponding increase in theyaay value of the related longred asset. The Company amortizes the arr
added to the asset using the depreciation mettadlisfied for the related asset and recognizesenet#on expense in relation w
the discounted liability over the remaining lifetbe mining property. The liability is adjustedtié end of each period to reflect
passage of time and changes in the estimated futash flows underlying the obligation. For Canad@AAP purposes, t
Company began accounting for asset retirementatidigs retroactively for the year beginning on g, 2004.

In 2003, as a result of the initial application RFAS 143, a $1,930,000 gain was recorded as a atirlleffect of a change
accounting policy.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
A. CONSOLIDATED FINANCIAL STATEMENTS (continued)
Changes in accounting policies under US GAARcontinued)
2) FASB statement 123 (revised 2004)
For US GAAP purposes, the Company adopted on Jadu&004, the provisions of SFAS 123(R), “Sharedubpayment”.
SFAS 123(R) focuses primarily on accounting fonsactions in which an entity obtains employee sewviin exchange of share-
based payment transactions. Statement 123(R) exgthiat such transactions be accounted for usafathvaluebased method a
that compensation expense be recorded in the stateshoperations.
The Company elected to apply the modified versibnetrospective application, indicated in SFAS RJB3(under which financi
statements for prior periods are adjusted on asbamisistent with the pro forma disclosures preslipuequired for those periot

Therefore, the financial statements of prior ydege been restated to record the change of th@iatiog policy.

The following table presents the impact of SFAS(R)3n the 2004 financial statements:

2004
$
Consolidated Balance Sheet
Fair value of options granted from 1995 to 2004 15,87:
Stock-based compensation costs for 2004 1,58(
Increase in deficit 17,45:
Fair value of options exercised from 1995 to 2004 212
Fair value of options exercised during 2004 202
Increase in common shares 414
Increase in contributed surplus - residual amount 17,03¢
2004 2003
$ $
Consolidated Statement of Operations
Increase in stock-based compensation costs 1,58( 1,06t

SFAS 123(R) has no material impact on earnings)lper share as per US GAAP.
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24, GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CAN ADA AND THE UNITED STATES (continued)
A. CONSOLIDATED FINANCIAL STATEMENTS (continued)
Changes in accounting policies under US GAARcontinued)
3) Mining Assets: Impairment and Business Combanmesti

In March 2004, the Emerging Issues Task Force (EdfRhe FASB issued abstract No. B4sroviding a consensus that an el
should include value beyond proven and probablerves (VBPP) and the effects of anticipated flutituns in the future mark
price of minerals in determining the value allodate mining assets in a purchase price allocatibraddition, an entity shou
include the cash flows associated with VBPP innestés of futures cash flows (both undiscounted disdounted) used f
determining whether a mining asset is impaired. @$tenated cash flows should also include the eddthcash outflows required
develop and extract the VBPP. An entity should a@isosider the effects of anticipated fluctuatiomgtie market price of miner:
when estimating future cash flows for impairmerstitey. This pronouncement was considered in estaiblj the impairment lo
accounted for in 2004.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CAN ADA AND THE UNITED STATES (continued)

B. CONSOLIDATED COMPREHENSIVE INCOME (LOSS)

The statement of consolidated comprehensive indtmas) is as follows:

2005 2004 2003
$ $ $

Net earnings (loss) as per US GA 14,74¢ (70,280) 1,661
Other comprehensive income (loss)

Foreign currency translation adjustment 5,33¢ 16,39: 19,12:

Gain (Loss) on hedge derivatives (7,359 42,49¢ (19,587

Unrealized holding gains (losses) on availablesfale

securities 3,032 (96€) 2,30¢
Realized gains on available-for-sale securities (558 - -
Other-than-temporary impairment charges relating to
available-for-sale securities 1,02¢ - -
Consolidated comprehensive income (loss) 16,227 (12,359 3,507
Changes in items of the other comprehensive ingdoss) are as follows:
Changes
Balance at during Balance at
beginning the year end
$ $ $

2005

Cumulative translation adjustment 6,627 5,33¢ 11,96:

Loss on hedge derivatives (12,956 (7,359 (20,309

Unrealized gain on investments 3,102 3,49¢ 6,60(

Total changes in other cumulative comprehensive los (3,227 1,481 (1,746
2 004

Cumulative translation adjustment (9,765 16,39: 6,627

Gain (Loss) on hedge derivatives (55,457 42,49¢ (12,95¢)

Unrealized gain (loss) on investments 4,06¢ (966) 3,10z

Total changes in other cumulative comprehensive los (61,149 57,92: (3,227
2003

Cumulative translation adjustment (28,88¢) 19,12: (9,76%)

Loss on hedge derivatives (35,869 (19,587 (55,457

Unrealized gain on investments 1,762 2,30¢ 4,06¢

Total changes in other cumulative comprehensive los (62,995 1,84¢ (61,149

(Al amounts are in United States dollars excepemglotherwise indicated; amounts in tables arbdandands of US dollars, except for
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
C. ACCOUNTING PRONOUNCEMENTS NOT YET IMPLEMENTED
US GAAP
1) Statement on Accounting Changes and Error Ciorec(SFAS 154)

During the second quarter of 2005, the FASB issstatlement 154, “Accounting Changes and Error Ctars’, which changes tt
accounting and reporting requirements for the changn accounting principle. SFAS 154 requiresosgtective application to pri
periods’ financial statements of changes in an accountimgcipte, unless it is impracticable to do so. SFAS differentiate
between retrospective application and restatenRetrospective application is defined as the aptinaof a different accountir
principle to prior accounting periods as if thainpiple had always been used or as the adjustnfeptewiously issued financi
statements to reflect a change in the reportingyei8FAS 154 is effective for accounting changed aorrections of errors made
fiscal years beginning after December 15, 2005. Chmpany does not expect this pronouncement to hawaterial impact on |
results of operations and financial condition.

2) Inventory costs

In November 2004, the FASB issued SFAS 151, “Inegn€osts - an amendment of ARB No. 43, Chapte6FAS 151 amends t
guidance in ARB No. 43, Chapter 4 “Inventory Prginto clarify the accounting for certain abnormal amisuin establishir
inventory valuation. The proposed statement would:

+ Recognize as currempieriod charges, idle facility expense, excessivalage, double freight, and rehandling costs relgat
of whether they meet the criterion of “so abnornaa”stated in ARB No. 43.

+ Require that the allocation of fixed production dheads to the costs of conversion be based ondimeah capacity of tr
production facilities.

SFAS 151 is effective for fiscal years beginnintgeaflune 15, 2005. The Company is currently evidgadhe effect that the adopti
of SFAS 151 will have on its consolidated resuftsperations and financial condition.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
C. ACCOUNTING PRONOUNCEMENTS NOT YET IMPLEMENTED (continued)
US GAAP (continued)
3) Exchange of non-monetary assets

In December 2004, the FASB issued SFAS 153, “Exgbarof Non-monetary Assets - an amendment of APBIi@p No. 29"
SFAS 153 eliminates the exception from fair valueasurement for nomonetary exchanges of similar productive asse
paragraph 21(b) of APB Opinion 29, “Accounting fdon-monetary Transactionsghd replaces it with an exception for excha
that do not have commercial substance. SFAS 1&8astive for the fiscal periods beginning aftendul5, 2005. The Company d
not expect this pronouncement to have a materighanon its results of operations and financialditbon.

4) EITF Issue 04-6: Accounting for stripping coistsurred during production

At the March 17, 2005 EITF meeting, the Task Faeaehed a consensus that stripping costs incutredgdthe production phase
a mine are variable production costs that shoulthtleded in the costs of the inventory producedrduthe period that the strippi
costs are incurred. The Task Force noted that éhsensus does not address the accounting for isgigests incurred during t
preproduction phase of a mine. The consensus in $isigel is effective for the first reporting periodfigcal years beginning aft
December 15, 2005 with the early adoption permitfdebre were no stripping costs deferred as at mbee 31, 2005 and 2004. 1
Company does not expect this pronouncement to hawvaterial impact on its results of operations ina@ncial condition. Goin
forward, this pronouncement may have an impacuuré years if the Company starts a new mining aij@r, as stripping costs i
usually incurred, in production phase, in the firsars of operations of an open pit mine.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
C. ACCOUNTING PRONOUNCEMENTS NOT YET IMPLEMENTED (continued)
Canadian GAAP
1) Financial instruments
In April 2005, the CICA Accounting Standards Bo&fdcSB”) issued the following new sections: Section 153%@MPrehensiv
Income", Section 3251, “Equity”, Section 3855, “&tial Instruments Recognition and Measurement”, and Section :
“Hedges”.These standards, which are aimed at harmonizingdiam and US rules, will be applicable for fiscahys starting on
after October 1, 2006. The Company is currenthiuatang the impact of this pronouncement, including initial application.

1.1)Section 1530 “Comprehensive Income”

According to Section 1530 “Comprehensive Inconeimprehensive income includes net income as wedlllashanges in equi
during a period, from transactions and events fnmm-owners sources.

1.2)Section 3251 “Equity”

This Section establishes standards for the prets@mtaf equity and changes @guity during the reporting period. The main featal
this Section is a requirement for an enterprisgresent separately each of the changes in equitnwgdthe period, includir
comprehensive income, as well as components ofyeguthe end of the period.

1.3) Section 3855 “Financial Instruments - Recognitiod &easurement”

One of the basic principles of Section 3855 is thaitvalue is the most relevant measure for finanostruments.

Financial assets, which include trade and loansivable and investments in debt and equity seesrithust be classified into one
four categories:

¢ Held-to-maturity investments (measured at cost);

* loans and receivables (measured at amortized cost);

+ held for trading assets (measured at fair valub wlianges in fair value recognized in earnings idiately);

+ available-for-sale assets, including investmenisguity securities, held-to-maturity investmentst thn entity elects to
designate as being available for sale, and anydiahasset that does not fit into any other cate@measured at fair value
with changes in fair value accumulated in a separamponent of shareholders’ equity called “Othem@rehensive
Income” until the asset is sold). Impairment oféstments in securities would be recognized edHem under existing
GAAP.
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24. GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
C. ACCOUNTING PRONOUNCEMENTS NOT YET IMPLEMENTED (continued)
Canadian GAAP (continued)
1.3) Section 3855 “Financial Instruments - Recognitiod &easurement” (continued)

Financial liabilities, which include lonterm debt and other similar instruments, must laated for at amortized cost, except
those classified as held for trading, which musineasured at fair value.

1.4)Section 3865 “Hedges”

Section 3865 includes the guidance on hedgingioekships that was previously contained in AcG-1edging relationships’suct
as that relating to the designation of hedgingti@iahips and their documentation and specifies hedge accounting should
applied and identifies the information that shooéddisclosed.

Derivatives used as hedging items should be medsuiiair value considering the following specifensiderations:

+ If the derivative is used as a hedge of an expdsuchanges in fair value of an asset or a lighdit of a firm commitment,
changes in fair value of derivative and offsettifginge in the fair value of the hedged item atteble to the hedged risk
exposure are recognized in net income. The cargmgunt of the hedged item is adjusted for the gainss on the hedged
risk.

+ If the derivative is used as a hedge of an expasucbanges in cash flows of an asset or liabilitpf a forecasted
transaction or of a foreign currency risk relattog firm commitment, the portion of the gain asdamn the derivative that is
determined to be an effective hedge is recognizedhier comprehensive income. The portion deterdited to be an
effective hedge is recognized in net income. Gaimesses accrued in other comprehensive incomesaognized in net
income in the period in which the hedged item hasrgact on net earnings.

+ A hedge of a net investment in a self-sustainirgigm operation is treated in a manner similar ¢ash flow hedge.
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GENERALLY ACCEPTED ACCOUNTING PRINCIPLES IN CANADA AND THE UNITED STATES (continued)
C. ACCOUNTING PRONOUNCEMENTS NOT YET IMPLEMENTED (continued)

Canadian GAAP (continued)

2) Section 3831 “Non-monetary Transactions”

Section 3831 establishes standards for the meaeuteand disclosure of nanenetary transactions. An asset exchange
transferred in a nomonetary transaction is measured at its carryingumwhen the transaction lacks commercial subst
Specific criteria are given to assess whether ¢hisdition is present in a particular exchange, Whimould require an entity
consider whether its value or its future cash fldvese been altered as a result of the transactiba. “‘commercial substance”
criterion replaces the “culmination of the earnipgscess’criterion in former Section 3830. The new requiraiseare effective f(
nonimonetary transactions initiated in periods begignion or after January 1, 2006. The Company does expect thi
pronouncement to have a material impact on itsltesfioperations and financial condition.

3) EIC-152 “Mining Assets - Impairment and Busin&€snbinations”

According to EIC-152, an entity should include tfedue beyond proven and probable reserves (“VBR#Pthe value allocated
mining assets in a purchase price allocation. Adsoentity should include the cash flows associati¢ld VBPP in estimates of futL
cash flows (both undiscounted and discounted) dseddetermining whether a mining asset is impaitettler Section 306
“Impairment of Long-lived Assets’pf the CICA Handbook. At last, the effects of aipiited fluctuations in the future market p
of minerals should also be considered in both dd&teng the fair value of mining assets in a purehpsdce allocation and estimat
future cash flows (both undiscounted and discoynuseéid for determining whether a mining asset ipaimed. EIC152 may b
applied prospectively and should be applied tor®ss combinations completed after March 26, 2008, ta goodwill and ass
impairment tests performed in reporting periodsiti@gg after March 16, 2005. The Company does Rpeet this pronouncement
have a material impact on the accounting of fubursiness combinations. The Company considered ViBRtRe impairment test f
the year ended December 31, 2005.
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CAMBIOR SECOND QUARTER 2006 REPOI 1

Second Quarter First Half

CONSOLIDATED OPERATIONS ended June 30, ended June 30,
(unaudited) 2006 2005 2006 2005
(in thousands of United States dollars, except for amounts

per share) $ $ $ $
REVENUES
Mining operations 101,75: 89,18¢ 188,41 179,52(
Investment and other income 41C 15¢ 827 36¢
EXPENSES 102,16: 89,34 189,24( 179,88
Mining operations 73,90¢ 69,05¢ 139,61° 135,91(
Depreciation, depletion and amortization 12,95¢ 12,01( 24, 77( 23,63¢
Exploration and business development 1,54t 1,01 2,87¢ 2,171
General and administrative 3,33( 2,482 6,492 5,632
Financial expenses 1,45¢ 1,00t 2,90¢ 1,962
Stock-based compensation 18¢ 47¢% 52¢ 83€
Loss on foreign exchange 211 8 39:¢ 31

93,59 86,04¢ 177,58: 170,17¢

Earnings before the undernoted items 8,56¢ 3,29¢ 11,65¢ 9,711
Gain on disposal of assets (Note 3a) 2,72¢ 12 9,43¢ 411
Non-hedge derivative gain (loss) (Note 9) 1,13 24¢ 4,98( 173
Gain on foreign exchange from reduction in net gtrreent 237 - 412 -
Income and mining taxes (Note 8) (5,919 (2,319 (10,719 (6,679
Non-controlling interest 344 (241) 40€ (661)
Net earnings 7,09z 997 16,18: 2,614
Basic net earnings per share 0.02 0.0C 0.0€ 0.01
Diluted net earnings per share 0.0: 0.0C 0.0€ 0.01
Basic weighted average number of common shares

outstanding (in thousands) (Note 7) 276,14¢ 274,27" 275,59: 274,24:
Diluted weighted average number of common shares

outstanding (in thousands) (Note 7) 278,14¢ 275,50¢ 277,55 275,88!

The accompanying notes are an integral part of the interim consolidated financial statements.




CAMBIOR SECOND QUARTER 2006 REPOI 2
Second Quarter First Half

CONSOLIDATED CONTRIBUTED SURPLUS ended June 30, ended June 30,
(unaudited) 2006 2005 2006 2005
(in thousands of United States dollars) $ $ $ $
Balance, beginning of period 18,46: 17,37: 18,37¢ 17,03¢
Stock-based compensation 18¢ 47E 52¢ 83€
Options exercised and transferred to capital stock (195) (36) (457) (65)
Balance, end of period 18,45¢ 17,81( 18,45¢ 17,81(
CONSOLIDATED DEFICIT
(unaudited)
(in thousands of United States dollars)
Balance, beginning of period (175,316 (202,86Y) (184,34) (204,47°)
Net earning: 7,097 997 16,18: 2,61¢
Share issue expenses (147 (63) (205) (66)
Balance, end of period (168,369 (201,929 (168,369 (201,929

The accompanying notes are an integral part of the interim consolidated financial statements.




CAMBIOR SECOND QUARTER 2006 REPOI

3

CONSOLIDATED CASH FLOWS

Second Quarter
ended June 30,

First Half

ended June 30,

(unaudited) 2006 2005 2006 2005
(in thousands of United Sates dollars) $ $ $ $
OPERATING ACTIVITIES
Net earning: 7,09: 997 16,18: 2,61¢
Deferred losses (2,899 - (5,57¢) -
Disbursement - asset retirement obligations (284) (550 (359 (709
Non-cash items
Deferred revenueDelivery of gold on the prepaid forwe - (3,055 - (6,117
Depreciation, depletion and amortization 12,95¢ 12,01( 24, 77( 23,63¢
Accretion expense-asset retirement obligations 441 487 91t 967
Amortization of deferred gains/losses - 78¢ - 1,73¢
Unrealized non-hedge derivative loss (gain) (Ngte 9 (1,172) (249 (3,379 17z
Stock-based compensation 18¢ 47E 52¢ 83€
Future income taxes 4,76¢€ 3,694 9,75¢ 7,98(
Non-controlling interest (3449 241 (40€) 661
Gain on disposal of assets (Note 3a) (2,729 (12 (9,43¢) (417
Other (29€) (60) (359 17¢
17,72 14,767 32,63¢ 31,557
Changes in non-cash working capital items (Note 2) (3,877) (3,442) (6,200) (9,07¢6)
Cash flow from operating activities 13,84¢ 11,32¢ 26,43¢ 22,48
INVESTING ACTIVITIES
Short-term investments - 23,08( - 33,84¢
Investments 3,57( 73€ 20,86« 1,21t
Gold received - Disposal of the Carlota project N8c) 3,69¢ - 7,17C -
Acquisition of assets and businesses - (4,136 - (4,136
Property, plant and equipment (26,549 (32,019 (47,447 (57,057
Cash flow used in investing activities (19,289 (12,33%) (19,407 (26,127
FINANCING ACTIVITIES
Long-term debt - Borrowings 14 14,71¢ 28 16,35¢
Long-term debt - Repayments (3,869 (5,119 (8,28¢) (20,809
Deferred charges (221 - (221 13
Common shares issued net of issue expenses 1,15¢ 6 3,60¢ 58
Cash flow from (used in) financing activities (2,915 9,611 (4,877) 5,621
Effect of changes in the exchange rate on cashihédtaeign
currency (30) (60€) 37 (789
Net increase (decrease) in cash and cash equivakent (8,389 7,99¢ 2,192 1,192
Cash and cash equivalents, beginning of period 26,15 14,217 15,58: 21,02(
Cash and cash equivalents, end of period 17,77¢ 22,21 17,77¢ 22,21

The accompanying notes are an integral part of the interim consolidated financial statements .
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CONSOLIDATED BALANCE SHEETS June 30, December 31,
(unaudited) 2006 2005
(in thousands of United Sates dollars) $ $
ASSETS
Current assets
Cash and cash equivalents 17,77¢ 15,58:
Receivables 38,35( 41,497
Production inventories 18,95¢ 13,20¢
Supplies inventory and prepaid expenses 52,98¢ 43,37¢
Deferred losses 26¢ -
Fair value of non-hedge derivatives (Note 9) - 1,08z
Future income and mining tax assets 12,81¢ 14,67¢
141,15: 129,42°
Investments and other assets (Note 3) 14,58¢ 31,43¢
Property, plant and equipment 484,70. 454,86t
Future income and mining tax assets 92C 5,62¢
641,35¢ 621,35:
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities 56,28: 54,667
Current portion of long-term liabilities (Note 4) 26,34 23,64
Hedge derivatives (Note 9) 8,511 9,46¢
Fair value of non-hedge derivatives (Note 9) 67 -
Future income and mining tax liabilities 154 -
91,35¢ 87,77:
Long-term debt (Note 5) 33,29:¢ 41,79¢
Liability for asset retirement obligations and athe 33,60: 33,80¢
Accrued benefit liabilities 6,18¢ 5,64
Hedge derivatives (Note 9) 171 4,06¢
Future income and mining tax liabilities 42,337 39,84¢
Non-controlling interest 6,302 6,70¢
213,24 219,63:
SHAREHOLDERS' EQUITY
Common shares and options (Note 7) 550,32 546,15¢
Equity component of convertible debenture 262 262
Contributed surplus 18,45¢ 18,37¢
Deficit (168,36 (184,34))
Cumulative translation adjustment 27,43¢ 21,26¢
428,11! 401,72(
641,35¢ 621,35-

The accompanying notes are an integral part of the interim consolidated financial statements.




CAMBIOR SECOND QUARTER 2006 REPOI 5

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCAL STATEMENTS
(All amounts are in United States dollars except where otherwise indicated; amountsin tables are in thousands of USdollars.)

1. Basis of Presentation

The accompanying unaudited interim consolidatedrfaial statements are prepared in accordance wathadian generally accep
accounting principles (GAAP). They are consisteithwhe policies and practices used in the preparaif the Company audited annu
consolidated financial statements. These interiaudited consolidated financial statements shouldehd in conjunction with the notes to
Company'’s audited consolidated financial statemfamtthe year ended December 31, 2005.

In the opinion of management, all adjustments a@rsid necessary for fair presentation of the regattthe periods presented are reflecte
the consolidated financial statements.

2. Financial information included in the consolidatedstatement of cash flows
a) Changes in non-cash working capital items

Second Quarter First Half

ended June 30, ended June 30

2006 2005 2006 2005

(in thousands of dollars) $ $ $ $
Receivables (2,097) (1,349 5,67¢ (4,309
Production inventories (285) (1,13¢) (5,749 42¢
Supplies inventory and prepaid expenses (3,887) (367) (7,97 (6,042)
Accounts payable and accrued liabilities 2,381 (597) 1,841 847

(3,877) (3,447 (6,200) (9,07¢6)

Some changes in narash working capital items for major constructionjects are included in investing activities. These considered
investing activities because they relate to coesitsn or the constitution of working capital pri@r commercial production. When commer
production begins, changes in non-cash workingtabjtems are presented under operating activitidsmnges in norash working capit
items relating to acquisition of assets are inalligeinvesting activities.

b) Cash flows relating to interest and income and mginaxes
Second Quarter First Half
ended June 30, ended June 30,
2006 2005 2006 2005
(in thousands of dollars) $ $ $ $
Interest paid 1,06( 61€ 2,211 1,31¢
Income and mining taxes paid 1,26¢ 60 571 12¢
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NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCAL STATEMENTS - continued

3. Investments and other assets
June 30, December 31,
2006 2005
(in thousands of dollars) $ $
Shares of publicly traded compan@(®) 2,02¢ 14,10¢
Ounces of gold receivable related to the dispostieoCarlota projec© 22,53t 24,85(
Deferred charges 1,692 2,412
Other 3,69¢ 3,42¢
29,95( 44,79
Current portion included in receivables 15,36¢ 13,35¢
14,58¢ 31,43:

€)) The fair value of the shares of publicly-traded pamies, based on the last quoted market priced&#®&6,000 as at June 30, 2006
($20,703,000 as at December 31, 2005). Duringehersl quarter of 2006, Cambior completed the dalevestments for a total
consideration of $4,344,000 resulting in a gairdimposal of marketable securities of $2,747,00Q &22,000 and
$9,456,000respectively during the first half of 80

(b) Some of these shares totalling $1,975,000 (C$ 20693 ($14,055,000 (C$18,366,000) at December @a5Pwere traded in
Canadian dollars.

(c) In December 2005, Cambior completed the sale o€tmiota project and received, at closing, a casisideration of $15,000,000,
and 50,000 ounces of gold receivable in eight equatterly deliveries. In June 2006, 6,250 oundempld were received resulting
a cash flow of $3,695,000 (12,500 ounces of gaddilting in a cash flow of $7,170,000 during thetfinalf of 2006). The 37,500
remaining ounces of gold receivable were revaluatelline 30, 2006 at the current spot price of $&tdbunce resulting in a gain of
$1,239,000 ($4,527,000 during the first half of @00rhe amortization of the discount totalling $)8® during the second quarte!
2006 ($329,000 during the first half of 2006) wasaunted for under the “investment and other incoragtion in the statement of

operations.
4, Current portion of long-term liabilities
June 30, December 31,
2006 2005
(in thousands of dollars) $ $
Current portion of:
Long-term debt (Note 5) 21,66: 21,22
Deferred gains - 11¢
Asset retirement obligatior®) 4,30¢ 1,89¢
Accrued benefit liabilities 377 40€
26,34 23,64
(1) In accordance with an agreement with the Qué&mernment, the Company intends to proceed wittoration work at Doyon
during 2006 and 2007.
5. Long-term debt
Total Scheduled payments Total
Jun. 30, 200 6 2007 2008 2009 2010 2011+ Dec. 31,
2006 (6 months 2005
(in thousands of dollars) $ $ $ $ $ $ $ $

2003 Credit facility@ 25,00( 7,00¢ 14,00( 4,00( - - - 32,00(



Balance of purchase price - Grassa 68E - 68& - - - - 1,50¢
Non-participating shares 1,16(C 24C 48C 44C - - - 1,40(C
Convertible debenture 1,327 1,327 - - - - - 1,25¢
Other 883 14¢ 31¢ 13€ 10€ 78 94 93¢
Sub-total 29,05t 8,71t 15,48 4,57¢ 10€ 78 94 37,097
Non recourse del

- Credit Facility - OBMI 10,00( - 62€ 914 1,014 1,12¢ 6,321 10,00(
- Credit Facility - OSI 7,86 282 613 67¢ 754 83¢€ 4,69¢ 8,00(
- Balance of purchase price - Camg

Caiman 8,03¢ 4,137 - 3,89¢ - - - 7,91¢
Sub-Total 25,90( 4,42( 1,23¢ 5,49 1,76¢ 1,961 11,02( 25,91¢
Total 54,95t 13,13¢ 16,72: 10,07( 1,87¢ 2,03¢ 11,11« 63,01¢
Current portion 21,66: 21,22:
Long-term portion 33,29:¢ 41,79¢
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5. Long-term debt(continued)

€)) 2003 Credit Facility

CAMBIOR SECOND QUARTER 2006 REPOI 7

As at June 30, 2006, the effective interest rate 8vd1% (5.87% as at December 31, 2005). The $2®00 revolving credit facility maturit
on September 30, 2008 was undrawn except for aivaqot of $6,961,000 in letters of credit issued guarantee certain corpor

obligations.

The Company made a $3.5 million reimbursement unider2003 Credit facility. In late July, the Compawmorrowed an additional $t
million under its revolving credit facility. To fthrer provide financing flexibility, the Company hasgotiated a $15.0 million revolving Ic
increase to its 2003 Credit facility. Cambior h&santered into an agreement with a group of lenteunderwrite a $125.0 million Cre
facility to reimburse amounts outstanding under 2083 Credit facility and to fund further developmhef the Camp Caiman Project. -
facility is subject to syndication and is expectedlose in late October following the receiptloé tCamp Caiman permits.

Interest on long-term debt was as follows:

Second Quarter First Half
(in thousands of dollars) ended June 30, ended June 30,
2006 2005 2006 2005
$ $ $ $
Interest on long-term debt
-Expensed 1,00 642 2,01¢ 1,21¢
-Capitalized 59 18¢€ 11€ 25€
1,05¢ 82¢ 2,13 1,47
6 Employee future benefit plans
Pension benefit Post-retirement Pension benefit Post-retirement
plans benefit plans plans benefit plans
Second Quarter First Half
ended June 30, ended June 30,
2006 2005 2006 2005 2006 2005 2006 2005
(in thousands of dollars) $ $ $ $ $ $ $ $
Defined benefit costs recognized 267 211 94 77 52€ 427 18t 15%
7 Common shares, warrants and options
Second Quarter First Half
ended June 30, 2006 ended June 30, 2006
Number of Number of
securities Amount securities Amount
(in thousands of dollars) (000) $ (000) $
Common shares issued and fully paid:
Balance, beginning of period 275,59° 548,12: 274,59¢ 545,211
Issued:
Flow through shares - - 45C 1,77¢
Exercise of options 765 1,89 1,314 3,02
765 1,892 1,764 4,80z
Balance, end of period 276,36 550,01! 276,36 550,01!




Common share purchase options granted following the
Ariane merger:

Balance, beginning of period 70z 801 82¢€ 943
Exercised (432) (492 (55€) (639)
Balance, end of period 27C 30¢ 27C 30¢
Total common shares and options 550,32 550,32




CAMBIOR SECOND QUARTER 2006 REPOI 8

NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCAL STATEMENTS - continued
7. Common shares, warrants and optiongcontinued)

Issuance of securities

During the second quarter of 2006, 765,000 comniames were issued following the exercise of stquioas issued under the Compasny’
stock option plan for directors and key employeastftal proceeds of $1,205,000 (1,314,000 comniares for proceeds of $1,938,!
during the first half of 2006). In addition, 450@@ommon shares were issued during the first quaft006 pursuant to a flothrougt
financing to fund Canadian exploration expenses.

Flow-through common shares

Flow-through common shares require the Company to iaculamount equivalent to the proceeds of the issugrescribed resour
expenditures in accordance with the applicablelegislation. If the Company does not incur the catred resource expenditures, it will
required to indemnify the holders of the sharesafoy tax and other costs payable by them as a refstile Company not making the requi
resource expenditures. As at June 30, 2006, thep@oys remaining commitment with respect to unspesburce expenditures under flow-
through common share agreements was $1,171,000.

Earnings per share

The following numbers of equity instruments were included in the computation of diluted earnings pharebecause to do so would hi
been anti-dilutive for the periods presented.

Number of instruments June 30, June 30,
(in thousands) 2006 2005
Options 80 2,311
Warrants 34,667 34,667
Convertible debenture 34C 34C
35,08 37,31¢

Reconciliation of the diluted weighted average namif common shares outstanding for the followiegqus is as follows:

Second Quarter First Half

Number of instruments ended June 30, ended June 30,
(in thousands) 2006 2005 2006 2005
Basic weighted average number of common shares

outstanding 276,14¢ 274,27 275, 591 274,24
Effect of dilutive stock options 2,00z 1,231 1,96¢ 1,64z
Diluted weighted average number of common shares

outstanding 278,14¢ 275,50t 277,55 275,88!

8. Income and mining taxes

The provision for income and mining taxes is mag@ithe following components:

Second Quarter First Half
ended June 30, ended June 30,
2006 2005 2006 2005
(in thousands of dollars) $ $ $ $

Current:



Federal income taxes - tax on large corporatiorGanada

(recovery) (79 (1,375 (29) (2,306
Provincial mining taxes (recovery) (33 - (27¢) -
(112 (1,375 (30€) (1,30¢)

Future:
Provincial mining taxes 54¢ - 81C -
Foreign income tax 5,48: 3,69¢ 10,20¢ 7,98(
6,031 3,694 11,01¢ 7,98(

Total 5,91¢ 2,31¢ 10,71 6,674
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NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCAL STATEMENTS - continued
9. Revenue protection program
a) Gold sales commitments

The estimated fair value of Cambisigold forward sales of 119,000 ounces of goldetaélivered in 2006 and 2007, calculated using &oc
rates considering market prices, interest ratelg, lgase rates and volatilities was $34,302,008takine 30, 2006, including $25,620,000 off-
balance sheet. In conjunction with the impairmesslof the Doyon mine on December 31, 2004, au@ssaccounted for hedging forw.
contracts attributable to the Doyon mine and aesponding amount was reflected on the balance sheet the “hedge derivativesaptior
totalling $14,273,000. As at June 30, 2006, an amhad $8,682,000 remained as a liability on theahak sheet for such outstanc
derivatives.

b) Foreign exchange contracts

As at June 30, 2006, the Company had commitmemtsugh foreign exchange forward contracts, to eeliyS$3,250,000 and obtain
exchange Canadian dollars at an average rate ofLl6€%$4 in 2006. As at June 30, 2006, the positiveVialue of these foreign exchar
contracts was $158,000. The Company also had conenit, through foreign exchange forward contractgjeliver 1,068,000 euros
exchange for US dollars. As at June 30, 2006, #uative value of these foreign exchange contraats$67,000 and was accounted for ir
consolidated statement of operations as the Compaaynmitments to deliver euros in exchange for déflars are treated as nbedge
instruments.

C) Non-hedge derivative gain (loss)

The non-hedge derivative gain (loss) is summarazetbllows:

Second Quarter First Half
ended June 30, ended June 30,
2006 2005 2006 2005
(in thousands of dollars) $ $ $ $
Variation of the fair value of the non-hedge detiivea
instruments during the period (67) 24¢ (1,149 173
Gain (Loss) arising from the exercise of hon-hedge
derivatives (39 - 1,60z -
Gain resulting from the variation in market pricéounces
of gold receivable related to the disposal of tlael@a
Project (Note 4c) 1,23¢ - 4,521 -
Non-hedge derivative gain (loss) 1,13 24¢ 4,98( (173

10. Commitments

As at June 30, 2006, the Company had commitmertdsriplete facilities, summarized as follows:

(in thousands of dollars) $
Caiman 17,28¢
OBMI 3,63%
oSl 5
Niobec 1,98¢
22,914

The Company is committed to purchase marketableries for an amount of $8,000,000, of which $9,800 are payable at closing, f
expected to be in May 2006, but delayed to thelthirarter of 2006, and the balance of $3,500,00@he first anniversary of closing.
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NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCAL STATEMENTS - continued

11. Segmented information

10

The Company’s operations are managed on a mins.fds Company operates gold mines, a niobium amigea bauxite mine. Camp
Caiman in French Guiana is a development project.

Camp
Sleeping Niobec, Caiman Corporate
Rosebel Omai®  Doyon Giant Bauxite  (French and
(Suriname (Guyana) (Canada) (Canada) and other Guiana) projects Total

(in thousands of dollars) $ $ $ $ $ $ $ $
Second Quarter ended June 30,

2006
Revenues - Mining operations 46,91¢ - 27,96 7,22z 24,91 - (5,267 101,75:
Financial expenses 1,97¢ 14 74 31 1,43¢ - (2,080 1,45¢
Depreciation, depletion and

amortization 4,32¢ - 4,69/ 1,29¢ 2,60¢ - 38 12,95¢
Income and mining taxes (recovery 6,031 (5149 34¢ 43 184 - (173 5,91¢
Earnings (Loss) 8,281 18E 3,37: 39z (2,710 (59¢ (6,289 2,63¢
Capital expenditures and investmel

(disposals) 6,05¢€ 1,31¢ 2,78¢ 1,197 5,17¢ 6,631 (3,885 19,28
Second Quarter ended June 30,

2005
Revenues - Mining operations 38,32t 9,92( 16,87: 3,907 20,10t - 60 89,18t
Financial expenses 2,52¢ 122 63 (35) 34¢€ - (2,020 1,00t
Depreciation, depletion and

amortization 4,95¢ 1,17C 3,328 95¢ 1,54¢ - 56 12,01(
Income and mining taxes (recovery 3,89¢ - (1,062 (222) (14€) - (149 2,31¢
Earnings (Loss) 6,97¢ (4,81%) 26¢ (869) 20C (57 (409) 1,30z
Capital expenditures and investmel 10,85¢ 27¢ 2,51¢ 3,961 13,77: 1,92( 2,111 @ 35,41¢
First Half ended June 30, 2006
Revenues - Mining operations 88,84 - 47,35t 13,48¢ 47,12 - (8,399 188,41:
Financial expenses 4,18¢ 85 74 32 2,587 - (4,059 2,90¢
Depreciation, depletion and

amortization 8,54« - 8,617 2,65¢ 4,88¢ - 75 24,77(
Income and mining taxes (recovery 10,74: (519 361 46 19¢ - (127) 10,71
Earnings (Loss) 14,80( (223) 2,59¢ 53C (4,862) (853 (10,949 1,04(
Capital expenditures and investmel

(disposals) 11,28¢ 2,66¢ 5,24¢ 1,87¢ 11,25: 9,93t (22,85) 19,40°
Property, plant and equipment 151,71. 11,43 67,94 15,97¢  146,75! 73,72: 17,15¢ 484,70:
Assets 190,90¢ 17,06 78,26! 21,53¢ 191,42 75,82( 66,34¢ 641,35!
First Half ended June 30, 2005
Revenues - Mining operations 77,09: 22,11« 32,94 7,09¢ 40,15: - 122 179,52
Financial expenses 5,05¢ 147 67 (37 43: - (3,709 1,962
Depreciation, depletion and

amortization 10,14« 2,37¢ 6,202 1,75¢ 3,03¢ - 11¢ 23,63¢
Income and mining taxes (recovery 8,13¢ - (1,062 (222) (100 - (81) 6,67
Earnings (Loss) 14,48¢ (8,11%) (899 (1,170 1,63¢ (13< (2,287 3,63t
Capital expenditures and investmel 18,76¢ (722 4,63 5,26¢ 24,10« 4,244 3,67 @ 59,97:
December 31, 2005
Property, plant and equipment 148,66. 8,72¢ 68,32: 16,75¢ 136,66 64,62 11,10¢ 454,86¢



Assets 191,22! 15,71« 78,98: 18,77¢  179,25! 64,92¢ 72,47 621,35:
(1) Production at Omai mine ended in September 20Gbaarsuch, the related net carrying amount of ptgpelant and equipment at the
Omai mine has not been amortized since then bedhias been removed from service for an extenéeg of time. In 2006, the

Company initiated an exploration program to essdiblhe potential for an underground operation endépth extension of the Fennell
deposit, and exploration expenses relating to punagram were capitalized.

(2) Includes capital expenditures of $855,000 in tlewsd quarter of 2005 ($1,250,000 during the fiedf bf 2005) related to the Carlota
project.
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NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCAL STATEMENTS - continued
11. Segmented information(continued)

Reconciliation of reportable operating divisionatr@ngs to net earnings is as follows:

Second Quarter First Half
ended June 30, ended June 30,
2006 2005 2006 2005

(in thousands of dollars) $ $ $ $
Operating division earnings 8,92¢ 1,70¢ 11,98¢ 5,81¢
Corporate and projects loss (6,289 (404) (10,94¢) (2,287
Segmented earnings 2,63¢ 1,30z 1,04C 3,53¢
Investment and other income 41C 15€¢ 827 36¢
Stock-based compensation (18¢) (47%) (528 (83€)
Loss on foreign exchange (217) (8) (399 (32)
Gain on disposal of assets 2,72¢ 12 9,43¢ 411
Non-hedge derivative gain (loss) (Note 9) 1,13: 24¢ 4,98( (173
Gain on foreign exchange from reduction in net inreent 237 - 412 -
Non-controlling interest 344 (241) 40€ (661)

Net earning: 7,097 997 16,18: 2,61¢




Raymond Chabot Grant Thornton %

Raymond Chabot Grant Thornton LLP
Chartered Accountants

Auditors’ consent
To: IAMGOLD Corporation

We consent to the use of our audit report dateduae 20, 2006 to the shareholders of Cambior (e Company) on the financ
statements of the Company comprising the conselitibalance sheets of the Company as at Decemb&08%,and 2004, and 1
consolidated statements of operations, contribsteglus and deficit and cash flows for each ofykars in the thregear perioi
ended December 31, 2005, to be included in a Bssiequisition Report to be filed with securitiesgulatory authorities ¢
SEDAR on November 8, 2006.

We have performed only limited procedures, inclgdanquiries of the Company's management with résjpeevents occurrir
between the date of our audit report and the datt@isoconsent. We have not performed any procedsubsequent to the date of
consent.

This consent is provided to IAMGOLD Corporation fmse solely in connection with the above filingtleése financial statements
the Business Acquisition Report pursuant to thdinaous disclosure provisions of the Ontario SemsiAct and related regulatio
accordingly, we do not consent to the use of oditaaport for any other purpose.

/SI RAYMOND CHABOT GRANT THORNTON LLP
Chartered Accountants

Montréal
November 8, 2006

Suite 1900

National Bank Towe

600 De La Gauchetiére Street West
Montréal, Québec H3B 4L8
Telephone: (514) 878-2691

Fax: (514) 878-2127

www.rcgt.com

Member of Grant Thornton International




