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DESERT SUN MINING CORP.

(A& Development Stage Company.)

CONSOLIDATED BALANCE SHEETS
{Stated in Canadian Dollars)

As at
March 31, December 31,
2005 2004
{Unaudited) (Audited)
§ §
Assets
Current
Cash and equivalents 29,147,569 21,356,060
Amounts receivable and prepaid expenses 2,100,193 1,455 326
Cther receivables (Mote 12 (2)) 2124717 1,491,942
Inventaries 248 678 361,754
35,621,157 24 GE5, 132
Exploration property, plant and equipment (Mote 3) 41,480,311 22,104 499
Property and equipment (MNote 4 15,465,836 5. 106,832
!!:! 55{ iad E.-] E :E' .-]|"'2:5.|
Liabilities
current
Accounts payable and accrued liabilities 4,788,223 3,182 Basg
Cther payables (Note 12 (21} 2,124,717 1,491,942
Current portion of long-term obligations (Maote 10) —laT EoE
8,834,438 4 862 526
Long-term obligations (Mate 100 EAERE:
10,450,190 5,176 GGG

Contingencies (Mote 3)

Shareholders' Equity

Share capital (MNote &)
Warrants (Mote &)
Contributed surplus (Naote 9
Deficit

82,890,603
13,758,380
4,907,381
(19.439.170)
—ta 10104
— 92,567,384

G2 646 550
9,757,728
0,023,881

(17 728 3651

Do eag 203

E] -ﬂﬁ ] 'icl

Mature of Qperations (Mote 1),

Approved on behalf of the Board of Direcfors:

signed” Stan Bhart]

signed” Bruce Humphrey

Stan Bharti, Chairman

Bruce Humphrey, Chief Executive Officer

See accompanying notes to these consolidated financial statements.



DESERT SUN MINING CORP.

A& Development Stage Company.)

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
(Stated in Canadian Dollars)

Contributed
Common Surplus Accumulated Sharehaoldars’
Sharas Warrants and Othars Deficit Equity
# $ 5 5 5 5
Balance, August 31, 2002 16,825,108 7,132,582 - 1,872,475 (7,208, 739) 1,796,318
Issuance of special
warrants for cash - - - 100,000 - 100,000
Conversion of special
warrants 5,000,000 1419047 553,428 (1972 475) - -
Privata placements 9,246 520 7,694 174 1,212,471 179,545 - 9,086,190
Exarcise of warrants 535,000 433,517 (B3,067) - - 250,450
Exercise of stock oplions 061,700 172 TGS - - - 272705
Stock-basad compensation - - - 248874 - 248874
Adjustrment i3] - - - - -
Loss for the period - - - - (2,254, 073) (2,254 073)
Balance, August 31, 2003 32 868 484 16,952 085 1,682 832 428 419 (2462 812) 9 600,524
lssued for Jacobina
gold property 1,851,852 3,000,000 - - - 3,000,000
Privata placements 33,672,810 51,198,701 - - - 51,198,701
Warrant valuation - (9,143, 6581) 9,143,681 - - -
Exarcise of warrants 4,241 950 3,284,933 - - - 3,254,923
Warrant valuation allocation
on exercise of warrants - 841 847 (841 847) - - -
Exercise of stock oplions 540,833 344 183 - - - 344 183
Stock option valuation allocation
on exercise of options - 50,500 - (50 5007 - -
Expiry of warrants - - (226,938) 226938 - -
Stock-basad compensation - - - 4419024 - 4419024
Share issue costs - (2,882 009 - - - (3,582 009)
Loss for the period - - - - (8,265, 553) (5,265 553)
Balance, Decamber 21, 2004 73,175,929 G2 646 559 9,757,728 5,023,881 (17,728 365) 54 699 803
Private placements 10,729 614 25,000,001 - - - 25,000,001
Warrant valuation - (3,650,000) 3,650,000 - - -
Warrants issuad
as compensation - - 375,900 - - 375,900
Exercise of warrants 83,500 112,725 - - - 112,725
Warrant valuation allocation
on exercise of warrants - 25248 (25, 248) - - -
Exercise of stock oplions 250,000 283 500 - - - 293,500
Stock option valuation allocation
on exercise of options - 116,500 - (116, 500) - -
Share issue costs - (1,653,930) - - - (1,653 930)
Loss for the pariod - - - - (1,710, 805) (1,710 205)
Balance, March 31, 2005 94,230,043 92,800,602 13,758,280 4,007,281 (19,439,170} 22,117,194

See acoompanying notes to these consolidated financial statements.



DESERT SUN MINING CORP.

(A Development Stage Company.)

CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT

(Stated in Canadian Dollars)

Three Months Ended
March 31, MNovember 30,

2005 2003
(Unaudited) {(Unaudited)
$ 5
|
Revenus - -
Expenses
Amortization 1.024 2785
Compensation expense (Note 8) - -
Consulting fees G642, 700 2416 257
Directors’ and Committee Members” fees 12,804 -
Investor relations and shareholders’ information 126,655 126 597
Management and administrative services T71.443 252 750
Office and miscellaneous 98,740 111 556
Professional fees 11,850 23,895
Transfer agent, listing and filing fess 84,957 13,699
Travel and entertainment 73,662 118 755
Loss before the undernoted 1,823,875 906 =294
Interest income (113,022) (72 0093)
Interest expense 174 -
Foreign exchange loss J (gain) {225) -
Net loss for the period (1.710,805) (834 985)
DEFICIT, beginning of period (17,728,365) (9,462 812)
DEFIZIT, end of perod (19,439,170} (10,297 797

|
Net loss per share - basic and diluted (0.02) {0,023
Weighted average number of shares outstanding 74,542,075 45 014 264

See accompanying notes to these consolidated financial statements.



DESERT SUN MINING CORP.

(A Development Stage Company.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Stated in Canadian Dollars)

Three Months Ended
March 31, MNovember 30,

2005 2003
{Unaudited) {Unaudited)
§ 3

Cash Provided by (Used in):
OPERATIMNG ACTIVITIES

Met loss for the pericd (1,710,805) (B34 985)
Adjustments for non-cash items:
Amortization 1,024 2785
Consulting fees 375,900
Met change in non-cash working capital balances (926,396) (396,488)
[2,260,277) (1,228 588)
FIMAMCZING ACTIVITIES
Private placements (net of issue costs) 23,346,071 30,301,671
Exercise of options 293,500 -
Exercise of warrants 112,725 -
23,752,296 30,301,671
INVESTING ACTIVITIES
Exploration property, plant and equipment (net) (9,375,892) (3,005 802)
Property and equipment (net) (4,324,608) (16,252)
{13,700,500) (3,021 854)
CHAMGE IM CASH AND EQUIVALENTS, for the period 7,791,519 26051129
CASH AND EQUINALENTS, beginning of period 21,356,050 6,832 451
CASH AND EQUINALENTS, end of period 29,147,569 32 883 590

Supplemental information:
Interest paid 174 -
Income taxes paid - -
lzsuance of shares for exploration property,

plant and equipment - 3,000,000
lssuance of warants as compensation 375,900 -
Property and Equipment financed 3035414 -

Cash and equivalents consist of the following:

Cash 13,691,940 5871095
Equivalents 15.455.629 27 012495
29.147.569 32 883 500

See accompanying notes to these consolidated financial statements.



DESERT SUN MINING CORP.

(A Development Stage Company.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in Canadian Dollars)

Three Months Ended March 31, 2005 (Unaudited)

1. NATURE OF OPERATIONS AND BASIS OF PRESENTATION

Desert Sun Mining Corg. ("Desert Sun” or the “Company™ was continued under the Canada Business
Corporations Act on March 20, 2003, The Company is engaged in the exploration for, and development and
production of, precious metals at the Jacobing gold project located in the State of Bahia, in northeastern Brazil.
The Jacobina Mine is currently at the development stage. The akility of Desert Sun to realize the costs it has
incurred to date on this property is dependent upon the Compary being able to continue to finance the
development of the commercial ore bady that has been identified, and to resalve any technical, environmental,
regulatory, or other constraints which may hinder the successful developmeant of the property.

In arder to meest future project expenditures and cover administrative costs, the Company may need to raise
additional financing. Although Desert Sun has besn successful in raising the funds required to date, there can
be no assurance that adequate funding will be available in the future, or available under terms favourable to the
Company. These consclidated financial statements have been prepared on a going concern basis that assumes
the Company will be able to continue to realize its assets and discharge its liakilities in the normal course of
bhusiness. In the event that the Company is not akle to obtain adequate funding, thers is uncertainty as to
whether the Company will be able to maintain its property interests. The consolidated financial statements do
nat reflect the adjustments to the carrving values of assets and lakilities that would be necessary if the
Company were unable to achieve profitable mining operations or obtain adequate financing to do so.

These unaudited consolidated interim financial statements are prepared in accordance with Canadian generally
accepted accounting principles ("Canadian GAAFP™) for the preparation of interim financial information and they
follow the same accounting policies and methads of application as the audited consolidated financial statements
of the Company for the period ended December 31, 2004, These unaudited interim consolidated financial
statements do not include all the information and note disclosures required by generally acoepted accounting
principles for annual financial statements and therefore should be read in conjunction with the most recent
annual audited consolidated financial statements and the notes below.

2. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies reflected in these consolidated interim financial statements have been
outlined below and are st aut in more detail in the audited consclidated financial statements for the 16-months
endecl December 31, 2004,

i rl

qaﬁlﬁ Q -'\-Qnagn'l'ﬂ'ar '.Q'-'

The consolidated financial statements include the accounts of the Company and its more than S0%-cwned
subsidiaries. All material inter-company balances and transactions have been eliminated.

Exploration property, plant and aguipmant

Froperty acquisition costs and related direct exploration costs are deferred until the properties are placed into
production, sold or abandoned. These deferred costs will be amortized on the unit-of-production basis over the
estimated useful lives of the particular properties, following the commencement of commercial production
therson, or written-off if the properties are sold, allowed to lapse or abandoned. The recorded amounts of
property acquisition costs and their related deferred exploration and development expenses represent actual
expenditures incurred and are not intended to reflect presaent or future values.



DESERT SUN MINING CORP.

(A& Development Stage Company.)

NMOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in Canadian Dollars)

Three Months Ended March 31, 2005 (Unaudited)

2. SIGNIFICANT ACCOUNTING POLICIES {continued)

The Company reviews capitalized costs on its property interests on a pericdic, or annual, basis and wil
recognize an impairment in value based upon current exploration results and upon management's assessment
of the future probability of profitable revenuess from the property, or from the sale of the property. Management's
assessment of each project's estimated current fair market valle may also be based upon a review of other
property transactions that have ocourred in the same gecgraphic area as that of the property under raview.

Stock-hbasad compensation

Effective Septamber 1, 2002, the Company adopted the recommendations of the Canadian Instifute of
Chartered Accountants Handbook Section 3270, Stock-hased Compensation and Other Stock-based Pavments.,
Desert Sun applied the pro forma disclosure provisions of the new standard to options granted to directors,
officers and emplovees on or after Septembzer 1, 2002, and applied the fair value method for options aranted as
compensation for senvices rendered to the Company other than in the course of employvment. For options
granted in fiscal vears beginning on or after January 1, 2004 the CICA Handbook now requires that
compensation for option awards to emplovees be recognized in the financial statements at fair value. The
Company, as permitted by CICA Handbook Section 3270, has adopted this section prospectively for new option
awards granted on or after September 1, 20032, The fair value of each option is accounted for in operations, over
the vesting period of the options, and the related credit is included in contricuted surplus. (See Notes 8 and 9.)

Loss per share

Loss per share is calculated using the weighted-average number of commaon shares cutstanding during the
period. Diluted loss per share is calculated using the treasury stock method. Stock options and warrants
outstanding were not included in the computation of diuted loss per share as their inclusion would e anti-
dilutive.

Lize of estimates

The preparation of the consclidated financial statements requires managemeant to make estimates and
assumptions that affect the reported amounts of assets and liakilities and the disclosure of any contingent
assets and liakilities as at the date of the consalidated financial statemeants, as well a3 the reported amounts of
revenues esarned and expenses incurred during the period. The most significant estimates are related to
recoverability of exploration and developmeant expenditures; exploration property, plant and equipment; and
contingencies. Actual results could differ from those estimates,

Foraign currency fransiation

The Canadian dollar is the functional currency of the Company, all of whose operations are classified as
integrated for foreign currency translation purposes. Lnder this method translation gains or losses are included
in the determination of net income ar loss,

Monetary assets and liabilities of the Company’s integrated foreign operations are translated into Canadian
dollars at exchange rates in effect at the balance sheet date. Non-mongtary assets and liabilitizs are translated
at historical exchange rates, unless such items are carried at market, in which case they are translated at the
exchange rates in effect on the balance sheet date. Revenues and expenses, except amorization which is
translated at historical rates, are translated at the average exchange rates for the period.



DESERT SUN MINING CORP.

(A Development Stage Company.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in Canadian Dollars)

Three Months Ended March 31, 2005 (Unaudited)

3. EXPLORATION PROPERTY, PLANT AND EQUIPMENT
EBalance Additions Amortized / Balance
January 1, 2005 Written off March 31, 2005
] E 5 S

Exploration projects

Firndolkaou - 847 947 - 547,947
Development projects
Serra de Corrego 274,081 Q96,161 - 370,242
Moo do Vento 7422 361 185094 S 7,607,455
Marra do Vento Extension (Basal) 2 444 765 - 444,765
Canavieiras 459 430 276 938 - 766,368
Jodo Belo Sul Q58 434 21,520 - 979,954
Jacobina Mine
Development costs 15,953,735 7,744 292 - 23,698,613
Aftributable exploration 7006 458 o8, 568 S 7,065,027
22,104,499 9,375 892 - 41,480,391

The total acquisition and exdploration expenditure through December 31, 2004 has besn allocated to the
significart projects that were acquired, explored or developed during the pericd from commencemeant of
activities by Desert Sun, until December 31, 2004, All future exploration and developmeant expenses wil be
charged to the paricular exploration or development project concerned, and may include a reasonakble
allocation of any general exploration expenses.

Jacobina Mine, Bahia State, Erazil

Desert Sun entered into an option agreement with Valencia VYentures Inc. ("alencia" dated May 17, 2002 to
acquire a 51% interest in the Jacohina properties. On September 20, 2002 Desert Sun entered into a
Memarandum of Understanding wherekby the Company could acquire the remaining 49% interest. In September
2003, Desert Sun completed the expenditure commitment, acquired the 51% interest in the Jacohina Mine and
related mineral concessions and exercised its option to acquire the remaining 49% interest from Valencia. The
purchase price of $5 million was satisfied through a cash pavment of $2 million and the issuance of 1,851,852
common shares in the capital of the Company, at a price of $1.62 par share. The purchase price was allocated
to Exploration Property, Plart and Equipment (4,547 859) and Real Property (5452 1410, An officer and
director of the Company is a director of Valencia. Desert Sun owns 100% of the Jacobina property, having
acquired a 100% interest in the equity of Jacobina Mineracio & Comercio Ltda. ("JMC"), the Brazilian company
that halds the mining and exploration licences, fixed property, ete.

Yalencia has provided certain indemnities to Desert Sun for liabilties which were outstanding at the date of
acquisition. These amounts include taxes payable to the Brazilian Federal and State authaorities; liakilities to
third parties; as well as labour and health related claims by former emplovees (52,1 milion has been accrued at
March 31, 20051 An estimate of the possible further settlements relating to silicosis, for which Valencia has
inclemnified Desert Sun, is between $6 million and $2 million. It is management's belief, howaver, that the labour
related claims are substantially without merit and Desert Sun and Valencia are defending the actions vigorously,



DESERT SUN MINING CORP.

(A Development Stage Company.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Stated in Canadian Dollars)
Thrae Months Ended March 31, 2005 (Unaudited)

4, PROFPERTY AND EQUIPMENT
March 31, December 21,
Accumulated 2005 2004
Cost Amartization Met Met
$ $ $ $
Canada
Computer equipment 13,894 2,924 10,960 8570
Ciffice furniture and equipment REL 946 5,010 12,531
Brazil
Equipment 14,447,813 267 846 14,179,967 5,070,864
Yehicles To7, 701 237838 519,863 2,306,143
Computer equipment 256,454 28,400 228,054 207 497
Office furniture and equipment 72,363 2522 69,841 49 087
Real property (Mote 33 452 141 - 452,141 452 141
16,006,322 540 486 15,465,836 8,106,838
5. SHARE CAPITAL
a) Authorzed - Unlimited number of commaon shares,
by lssued
Mumber of Shares Amaount
# :
Issued af, August 371, 2003 32 868,464 16,952,085
|zzLed for Jacokina [H-:nl-:l property (Mote 3) 1,851 852 3,000,000
Frivate placements 33,672,810 51,198,701

Warrant valuation
Exercise of warrants - cash proceeds
Exercise of warrants - warrant valuation allocation
Exercise of stock options - cash proceeds
Exercise of stock options - aption valuation allocation
Share issue costs

Issued at, December 31, 2004

Private placement — March 2005 "
Warrant valuation
Exercise of warrants - cash procesds
Exercise of warrants - warrant valuation allocation
Exercise of stock options - cash proceeds
Exercise of stock options - aption valuation allocation
Share issue costs
Issued at, March 31, 2005

4,241,950

540,833

73,175,929
10,729,614
22,500

250,000

84,239,043

(9, 142,681)
3,284 932
241,847
244 183
50,500
(3,882 009)
62,646,558

25,000,001
(:3,650,000)
112725
25,248
293,500
116,500
(1.653.930)
82,890,603




DESERT SUN MINING CORP.

(A Development Stage Company.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in Canadian Dollars)

Three Months Ended March 31, 2005 (Unaudited)
|

5. SHARE CAPITAL (continued)
i %11 million private placement

In September 2003 Desert Sun issued 2,115,000 commaon shares at a price of $1.38 per share for total gross
proceeds of $11.2 million pursuant to an underariting agreement with Sprott Securities Inc., Griffiths McBurney
& Partners, Octagon Capital Corporation and FPacific International Securities ne.

$20 million baught deal financing

In Movember 2003, Desert Sun completed a bought deal financing pursuant to which it raised $20 milion
through the issuance of 11,764, 70T units at a price of $1.70 per unit. Each unit consisted of one common share
and one-half of ong commaon share purchase warrant of Desert Sun, Each whole warrant is exercisable at a
price of $2.50 and expires on November 20, 2008, The gross proceads have been prorated to common shares
and warrants based on the relative fair value of each component, as follows: shares - $15,429 752 warrants -
$4,510250. The Black-Scholes option pricing model was used to determine the fair market value of the
warrants using the following assumptions: expected dividend vield: 0%, expected volatility: 72%; risk-free
interest rate; 4.0%; and an expected life of 5 vears,

$20 million bought deal financing

In Setober 2004, the Company completed a bought deal financing pursuant to which it raised $20 million
through the issuance of 13,793 103 units at a price of $1.45 per unit. Each unit consisted of oneg common share
and ore-half of one commaen share purchase warrant. Each whole warrant is exercisable at a price of $2.50 until
Movember 20, 2008, The underwriting syndicate for the offering was led by Sproftt Securities and included CIBC
Waoarld Markets Inc., GMF Securities and Salman Partners Inc. The gross procesds have been prorated to
comman shares and warrants based on the relative fair value of each component, as follows: shares -
15 266 562 warrants - $4 633 421, The Black-Scholes option pricing model was used to determing the fair
market valug of the warrants using the following assumptions: expected dividend yield: 0%, expected vaolatility:
100%:; risk-free interest rate: 2.9%; and an expected life of 4 years.

(in %25 million bought deal financing

In March 2005, Desert Sun closed a kought deal financing with a syndicate of underwriters led by Sprott
Securities Inc, and including CIBC Waorld Markets Ine, Salman Partners Inc., Canaccord Capital Corporation,
First Associates Investments [ne., Haywood Securities Inc. and Pacific Intermational Securities Ine. pursuant to
which the underwriters purchased 10,729 614 units at o price of $2.33 par unit for agaregate aross proceads of
$25 000,001, Each unit consists of one common share and one-quarter of one commaon share purchase warrant
of Desert Sun. Each whole warrant is exercisable at a price of $2.50 until Movemnber 20, 2008, The aross
proceeds have been prorated to common shares and warrants based on the relastive fair value of each
component, as follows: shares - $21,350,001; warrants - $2 650,000, The Black-Scholes option pricing model
was used to determing the fair market value of the warrants using the following assumptions: expected dividend
vield: 0%; expected volatility: 100%; risk-free interest rate; 3.9%; and an expected life of 3.75 vears.



DESERT SUN MINING CORP.

(A Development Stage Company.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Stated in Canadian Dollars)

Three Months Ended March 31, 2005 (Unaudited)
|

6. WARRANTS

The following summarizes the warrant activity curing the period:

March 31, 2005 December 31, 2004
Number of Weighted Average Mumbker of Weighted Average
warrants Exercise Price warrants Exermise Price
# $ = b
Balance, beginning of period 14,809,681 2.34 7,288,260 1.00
Issued — equity financings 2,682,404 2.50 12,778,904 280
Issued ¥ 300,000 2.50 - -
Exercised (83,500) 1.35 (4,241,950) 077
Expired -- -- (1,015,533 25
Balance, end of period 17,708,585 237 14,809,681 2.34

(i N the three maonths ended March 31, 20058, Desert Sun issusd 300,000 warrants as compensation as it
evaluated alternative scurces of financing availakle to the Compary. The fair market value of these warrants
was determined using the Black-Scholes model, applying the following assumptions: expected dividend vield:
0%; expected volatility: 100%; risk-free interest rate: 32.9%; and an expected life of 3.22 yvears.

Summary of warrants outstanding at March 31, 2005

Expiry Date Mumber of Warrants Exercise Price Amount (*)
i ] 5
July 22, 2005 1,947 277 1.35 588,799
Movembear 20, 2008 15,761,308 250 13,169,581
17,708,585 13,758,380

(*1 Black-Scholes valuaticon



DESERT SUN MINING CORP.

(A Development Stage Company.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in Canadian Dollars)

Three Months Ended March 31, 2005 (Unaudited)
|

T STOCK OPTIONS

The numbzer of common shares subject to options granted under the Company’s stock option plan (and under all
other management options and emploves stock purchase plans) is limited to 8,500,000 common shares in
agaregate, and with respect to any one optiones, to 5% of the issusd and outstanding common shares of the
Company at the date of the grant of the option. Options issued are exercisable for a period determinsd by the
board of directars, which cannot excesd five yvears. Effective January 21, 2004, unless determined otherwise by
the Board of Directors, all aptions granted under the Flan will vest and become exercisable immeadiataly. (See
Mote 17 — Subsequent events.)

The following summarizes the stock option activity during the period;

March 31, 2005 December 31, 2004
Number of Weighted Ave. Mumber of Yieighted Ave.
Options Exercise Price Cptions Exercize Frice
i $ s ]
Balance, beqinning of pericd 8,140,163 1.33 3,133 497 079
Granted during the period (Mote &by 1,050,000 2.06 5,547,499 1.657
Exercised during the period (250,000) 147 (540,833 064
Balance, end of period 8,940,163 1.42 5,140 163 1.33

As of March 31, 2005, the following options to acguire common shares were outstanding

Expiry Date Mumber of Options Exercise Price
i (B
July 11, 2007 580,000 0,28
September 16, 2007 42 000 .40
September 16, 2007 132,000 .60
September 16, 2007 132,000 .80
Februarn 4, 2008 1,146 664 1.00
April 23, 2008 225,000 1.00
July 2, 2008 100,000 1.00
July 23, 2008 75,000 1.10
September 23, 2008 2,150,000 1.62
Oetober 21, 2008 400,000 1.65
Movembear 17, 2008 20,000 1.95
December 11, 2008 £5,000 1.57
December 22, 2008 1,362 499 1.70
April T, 2009 100,000 1.60
September 20, 2009 (Mote S(hn 1,000,000 1.20
Movember 8, 2009 (Note B(b)) 50,000 1.45
October 5, 2002 (Mote 8l 150,000 1.45
Movember 24, 2006 (Mote 2(k)) 100,000 1.86
danuary 10, 2010 (Mote 8ik)) 100,000 1.94
March 22, 2010 (Mote (k) Q50,000 2.07

2,940 163




DESERT SUN MINING CORP.

(A Development Stage Company.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in Canadian Dollars)

Three Months Ended March 31, 2005 (Unaudited)
|

a. STOCK OPTION COMPENSATION

(a) During the sixteen months ended December 31, 2004, 4 247 489 stock options were unconditionally
granted to the Company's directors, officers and consultants and the Black-Scholes valuation of $4.419,024
charged to operations. The Black-Scholes option pricing madel was used to determine the fair market value of
these opticns using the following assumptions: exdpected dividend yield: 0%; expected vaolatility: T8%; risk-free
interest rate; 4.0%; and an expected life of 5 vears.

(k) In the months September through to November 2004, 1,200,000 options, and in the three months ended
March 2005, 1,050,000 options, for a total of 2,350,000 aoptions, were conditionally aranted to directors, officers
and consultants of the Company. As shareholder approval had not been obtained for these issuess as at March
31, 2005, no compensation expense is recorded in these consolidated financial statements. Upon shareholder
approval, which was given on April 20, 2005, the fair market value of $1,102 150 and $1,435,900, for a total of
52,529,050 will be recorded as a stock hased compensation expense over the vesting period of the options
granted. The Black-Scholes option pricing model was used to determine the fair market value of these options
using the following assumptions: expected dividend vield: 0% expected volatility: T8%; risk-free interest rate:
4.0%; and an expected life of 5 vears,

9. CONTRIBUTED SURPLUS

The following summarizes contricuted surplus activity during the period:

March 31, 2005 December 31, 2004
§ B
Balanee, eginning of period 5,023,881 428419
Stock-based compensation during the period - 4 419,024
Stock options exercised during the pericd {116,500} (50,500)
Warrants expired during the period - 226,932

Balance, end of period 4,907,381 5023881
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9. CONTRIBUTED SURPLUS {continued)

Included in contributed surplus are the following valuations regarding stock and compensation aptions:

Expiry Date Mumber of Options Exercise price Amaount (%)
s (5 £
July 22, 2005 22T 272 1.10 179,545
February 4, 20082 150,000 1.00 45,500
April 23, 2008 225,000 1.00 47,250
July 23, 2008 75,000 1.10 19,124
September 23, 2008 2,150,000 1.62 2,279,000
Cctober 21, 2008 400,000 1.65 432,000
Movember 17, 2008 50,000 1.95 &d,000
December 11, 2008 85,000 1.57 a7 550
December 22, 2008 1,262,499 1.70 1,348,874
April 7, 2009 100,000 1.60 104,600
Cancelled opticns 70,000
Expired warrants 226,938

4 807 381

(*1 Black-Scholes valuation

10. LONG-TERM OBLIGATIONS

March 31, 2005 December 31, 2004

§ B
Supplier credit facilities, denominated in United States Dollars, bearing interest
at the Z4-month United States Dollar Swap rate applicable at the time of delivery
plus 5.75%, repayable in quarterly instalments, collateralized by security cver the
particular asset financed, maturing Novermnber 30, 2006,
[The effective rate of interest applicakle to this supplier credit facility is 2.71%.] 3,537,250 501,836
Less:  Current portion 1,921,498 157 696

Long-term partian 1,615,752 314,140
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11. COMMITMENTS AMD CONTRACTUAL CBLIGATIONS

The Company has entered into contracts with the international supplisr of its fleet of mining equipment far the
financing of certain of the mining equipment acquired for use at the Jacobina Mine. In addition, the Company
has negotiated a full service contract with this supplier, for the maintenance of the mining equipment provided
by them. Financial clzligations in terms of this service contract include both a fixed companent, which is reflected
below, as well as a variable component based on the number of hours that each pisce of equipmert is in
aperation.

The Company is also a party to certain management contracts. These contracts contain clauses regquiring
additional pavments ke made upon the cocurrence of certain events, As the likelihood of these events taking
place is not determinable, the contingent payments have not been reflected below. For further information,
please refer to the 2005 Management Information Circular,

{in thousands of Canadian dollars) 2005 2006 2007

Service contract 326 435 36
Marnagemeant contracts 932 705 Hag
TOTAL 1,258 1,140 624

12 INCOME TAXES

The estimated taxakle income for the period is nil. Tax assets arising from differences in tax values and
acoounting values have been reduced by an equivalent valuation allowance. The valuation allowance will e
adjusted in the period that it is determined that it is more likely than not that some portion or all of the future tax
assets will be realized. For further information on the Company's actual losses for tax purposes, refer to Mote 12
of the December 31, 2004 audited consolidated financial statements. The benefit of these losses and the
estimated loss for the period ended have not been recognized in these unaudited consclidated financial
statements.

13 RELATED PARTY TRANSACTIONS

All transactions with related parties have ocourred in the normal course of operations and are measured at the
exchange amaunt, which is the amount of consideration established and agreed to by the related parties.

(a) Management and administrative services expense includes $22,500 (first quarter 2004 - $22 5003, which
was paid to a company contralled by an officer and director of the Company for administrative services.

s} Desert Sun shares its premises with other public companies that have commaon directars and/or officers.
Desert Sun is reimbursed by these companies for their proportional share of the common expenses. At March
31, 2005 amourits receivable included $433 000 (December 31, 2004: $158,000) from these companies.

() Cther payables and other receivables consist of amounts that are expected to be paid in taxes and
royalties, and to settle historical creditors in Brazil, for which the Company is indemnified by Valencia. This
amaount doss not include any amounts that might become dus in respect of outstanding lzgal claims against
JMC relating to silicosis, for which the Company is also indemnified by Valencia. Inthe period under review the
Company paid $110,000 (16-months ended December 31, 2004 $1.62 million) to settle amounts in terms of the
indemnity, and has been refunded $1.60 million by Valencia o date, with $122.000 included in amounts
receivaltle at March 31, 2008, An officer and director of the Company is a directar of Valencia.
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14. SEGMENTED INFORMATION

Geographic segmentation of the Company's assets is as follows:

March 31, December 31,
2005 2004
5 b
Canada 30,469,666 22 5980151
Brazil 62,097,718 41,896,318
92,567,384 G BT 6 469

All expenses included in the consolidated statement of operations were incurred in Canada.
15. FINANCIAL INSTRUMENTS
Fair WYalue

Canadian GAAF requires that the Company disclose information about the fair value of its financial assets and
liakilities. Fair value estimates are made at the balance sheet date, based on relevant market information and
information akbout the financial instrument. These estimates are subjective in nature and irvolve uncertainties in
significant matters of judgemeant and therefore cannot be determined with precision. Changes in assumptions
could significantly affect these estimates. The carrving amounts for cash and shor-term investments, amounts
receivatle and accounts pavable and accrued liakilities on the balance sheet approximate fair value because of
the limited term of these instrumeants.,

Faraian Exchanae Risk

Certain of the Company's expenses are incurred in United States and Braziian currencies and are therefore
sulyject to gains or losses due to fluctuations in these currencies.,

On March 3, 2005 Desert Sun enterad into an agreement with BankBoston to purchase Brazilian Real (R$) for
monthly celivery of the equivalent of USE1 million per month beginning January 1, 2006 at an exchange rate
averaging RE2.0:US%1 for the yvear.

16. COMPARATIVE FIGURES AND CHANGE OF YEAR END

Certain of the comparative figures have been reclassified to conform to the presentation adopted in the current
period.

Desert 2un has changed its financial year end from August 31 to December 31. Under Erazilian law, Jacobina
Mineracao & Comercio Ltda, (“JMC) is required to have a yvear end of December 31, As JMC holds a 100%
interest in the Jacobina Mine and related sxploration properties, Desert Sun's principal assets, the Company
believes that it would e more cost efficient and in the best interests of shareholders for both companies to have
the same financial yvear end. The Company implemented this change By having a transition pericd of 16 manths,
with the last day of the transition period being December 21, 2004,
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17. SUBSEQUENT EVENTS

At the Annual and Special Meeting of Shareholders held on April 20, 2005, shareholders approved a resolution
authorizing certain amendments to the Company's stock option plan (the *S0OP7), among other things, to bring
the S0P current with the new rules implemeanted by the Toronto Stock Exchange. The amendments, which are
sulyject to regulatory approval, will permit the Company to issug options to purchase commaon shares equal to
12.5% of the issued and cutstanding common shares of the Company, and also permit that options that have
been exercised or options that have expired will return to the S0P and once again e available for grant by the
Company under the SOF. All stock options granted to date now constitute unconditional grants.

Alsz at the Annual and Special Meeting of Shareholders held on April 20, 2005, Shareholders approved the
adoption of a share compensation plan (the "SCP". The proposad SCF o would permit the issuance of up to
2,000,000 common shares of the Company. The board of directors has approved the issuance of 1,500,000
common shares, subject to regulatory approval of the SCF.



FORM 52-109FT2

CERTIFICATION OF INTERIM FILINGS
DURING TRANSITION PERIOD

[, Bruce Humphrey, the President and Chief Executive Officer of Desert Sun
Mining Corp., certify that:

1.

I, have reviewed the interim filings (as this term is defined in Multilateral
Instrument 52-109 Certification of Disclosure in Issuers’ Annual and
Interim Filings) of Desert Sun Mining Corp. (the issuer) for the interim
period ending March 31, 2005;

. Based on my knowledge, the interim filings do not contain any untrue

statement of a material fact or omit to state a material fact required to be
stated or that is necessary to make a statement not misleading in light of
the circumstances under which it was made, with respect to the period
covered by the interim filings; and

. Based on my knowledge, the interim financial statements together with the

other financial information included in the interim filings fairly present in all
material respects the financial condition, results of operations and cash
flows of the issuer, as of the date and for the periods presented in the
interim filings.

Date: May 13, 2005

“‘Bruce Humphrey”

Bruce Humphrey
President and Chief Executive Officer
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CERTIFICATION OF INTERIM FILINGS
DURING TRANSITION PERIOD

I, Stephen Woodhead, the Chief Financial Officer of Desert Sun Mining Corp.,
certify that:

4.

I, have reviewed the interim filings (as this term is defined in Multilateral
Instrument 52-109 Certification of Disclosure in Issuers’ Annual and
Interim Filings) of Desert Sun Mining Corp. (the issuer) for the interim
period ending March 31, 2005;

Based on my knowledge, the interim filings do not contain any untrue
statement of a material fact or omit to state a material fact required to be
stated or that is necessary to make a statement not misleading in light of
the circumstances under which it was made, with respect to the period
covered by the interim filings; and

Based on my knowledge, the interim financial statements together with the
other financial information included in the interim filings fairly present in all
material respects the financial condition, results of operations and cash
flows of the issuer, as of the date and for the periods presented in the
interim filings.

Date: May 13, 2005

“Stephen Woodhead”

Stephen Woodhead
Chief Financial Officer
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This interim report, including this MD&A contains centain “Forward-Looking Statements” within the
meaning of the United States Private Securities Litigation Reform Act of 1995, which are prospective and
reflect management's expectations regarding Desert Sun's future growth, results of operations,
performance and business prospects and opportunities. Forward-looking information can often be
identified by forward-looking words such as “anticipate”, “believe’. “expect”. “goal”. “plan”, “intend”,
“estimate”. “may” and “will" or similar words suggesting future outcomes, or other expectations, beliefs,
plans, objectives. assumptions, intentions or statements about future events or performance. Al
statements, other than statements of historical fact, included herein, including without limitation,
statements regarding potential mineralization and reserves, estimates of future production, unit costs,
costs of capital projects and timing of commencement of operations, exploration results and future plans
and objectives of Desernt Sun are forward-looking statements that involve various risks and uncertainties.
There can be no assurance that such statements will prove to be accurate, and actual results and future
events could differ materially from those anticipated in such statements. Important factors that could
cause actual results to differ materially from Desert Sun's expectations are disclosed in its documents
filed from time to time with the Toronto Stock Exchange. the United States Securities and Exchange
Commission and other requlatory authorities and include, but are naot limited to, failure to establish
estimated resources and reserves, the grade and recovery of ore which is mined varying from estimates,
capital and operating costs varying significantly from estimates. delays in obtaining or failures fo obtain
required govemmental, environmental or other project approvals, inflation, changes in exchange rates,
fluctuations in commaodity prices, delays in the development of projects and other factors..

Potential shareholders and prospective investors should be aware that these statements are subject to
known and unknown risks, uncertainties and other factors that could cause actual results fo differ
materially from those suggested by the forward-looking statements. Shareholders are cautioned not to
place undue reliance on forward-looking information. By its nature. forward-looking information involves
numerous assumptions, inherent risks and uncertainties, both general and specific, that contribute to the
possibility that the predictions, forecasts, projections and various future events will not occur. Desert Sun
undertakes no obligation to update publicly or otherwise revise any forward-fooking information whether
as a result of new information, future events or other such factors which affect this information, except as
required by law.

This interim report, including this MD&A, also uses the terms "measured resources”, ‘indicated resources’
and ‘inferred resources’. Desert Sun Mining Corp. advises investors that although these ferms are
recagnized and required by Canadian regulations {under National Instrument 43-101 Standards of
Disclosure for Mineral Projects). the U.S. Securities and Exchange Commission does not recognize them.
Investors are cautioned not to assume that any part or all of the mineral deposits in these categories will
ever be converted into reserves. In addition, ‘inferred resources’ have a great amount of uncertainty as to
their existence, and economic and legal feasibility. It cannot be assumed that all or any part of an Inferred
Mineral Resource will ever be upgraded to a higher category. Under Canadian rules, estimates of Inferred
Mineral Resources may not form the basis of feasibility or pre-feasibility studies, or economic sfudies
except for Preliminary Assessment as defined under 43-101. [nvestors are cautioned not to assume that
part or all of an inferred resource exists, or is economically or legally mineable.



1. Introduction

This discussion and analysis of the consolidated operating results and financial condition of Desert Sun Mining Corp. (“Desert
sun”, or the “Company™) for the three months ended March 31, 2005 should be read in conjunction with the related
Consalidated Financial Statements, including the notes thereto, as well as the audited consclidated financial statements and
notes for the 16-months ended December 31, 2004,

Desert Sun was ariginally incorporated (Fredonia Gil & Gas Ltd.) under the laws of British Columbia on May 21, 1930, In
1984, the Company changed its name to Consalidated Fredonia Cil & Gas Ltd., in 1986 to Sun River Gold Corp. and in 1221
to Yellow Point Mining Corp. On August 26, 1994, the Company changed its name to Desert Sun Mining Corp. and on March
20,2003, Desert 2un was continued under the Canada Business Corporations Act.

The unaudited consclidated interim financial statements and related notes of Desert Sun have been preparad in accordance
with accounting principles generally accepted in Canada (“Canadian GAAPY) for the preparation of interim financial
information. Desert Sun's policies are consistent with accounting policies generally accepted in the United States (CUS
GAAFT in all material respects except as outlined in Mote 12 to the audited Consolidated Financial Statements for the 16-
months ended December 31, 2004,

Desert Sun's Consalidated Financial Statements and related notes are expressed in Canadian dollars, All amounts in this
repart are in Canadian dollars, except where otherwise indicated.

Or. Bill Pearson, P.Geo. is the Qualified Person as defined under National Instrument 43-101 responsible for the scigrtific and
technical disclosure contained within this document.

Change in the ending date of Financial Year

Desert Sun has changed its financial vear end from August 31 to December 31, Under Brazilian law, Jacobing Mineracio e
Comercio Ltda, ("M is required to have a vear end of December 31, As JMC holds a 100% interest in the Jacobina Mine
and related exploration properiss, Desert Sun's principal assets, the Company believes that it would be more cost efficient
and in the best interests of sharehaolders for both companies to have the same financial vear end. The Company implemented
this change by having a transition yvear of 16 months, with the last day of the transition yvear being December 31, 2004,

This MD&A includes certain forward-looking statements. Fiease read the cautionary nofe at the commencement of this report.
2. Vision and Strategy

Desert 2un is engaged in the acquisition, exploration and development of mineral properties for the purpose of producing
precious metals; with a focus on the gold industry, The Compary's principal asset is the Jacobina Gold Mine and associated
155-kilometer Bahia Gold Belt, located in the State of Bahia in northeastern Brazil. The Jacobina Mine was commissioned in
the period under review and is procucing gold.

The common shares of Desert Sun trade on the Toronto Stock Exchange under the trading symbol DSM, on the American
Stock Exchange under the symbol DEZ and are also quoted over the counter on the Berlin and Frankfurt Stock Exchanges
under the symbol DRT.

The Company has a strong management team, board of directors and special advisory board, with diverse expertise in gold
exploration, mine development and finance. Desert Sum's goal s to grow the Company into a 250,000 ounce per year
producer within three to four years. The Company's primary growth strategy continues to focus on Brazil and the
development of its Jacobina Mine, where Desert Sun expects to develop four further mining areas within 10 kilometers of the
existing plant site.

Desert Sun's management kelieves gold bullion and gold shares remain in the early stages of a long-term secular bull market
expected to last for another five vears. As a result, Desert Sun is unhadged.

The next few years should be exciting for Desert Sun shareholders. The Company has three unique growth pillars: a
producing gold mine, development projects that will significantly expand its gold production base to become an intermediate-
sized gold producer, and excellent exploration targets on its extensive land holdings.



3. Overview of First Quarter

Deszert Sun is a Morth American-based gold producer engaged in the exploration for, and development, extraction and
processing of gold. The Company's primary asset and key value driver is its Jacobina Ming, and the associated 155-kilometer
Bahia Gold Belt. Desert Sun has a strong and ligquid balance sheet, no debt and has not hedasd or sold forward any of its
future gold production.

Desert Sun's strateqy is to provide its shareholders with superior returns from high quality assets in areas of low political risk.
At March 21, 2005, Desart Sun had treasury assets with a market value of £29.1 million. The Jacokina Mine began gold
production on schedule and budget in March 2005,

On March 3, 2005 Desert Sun entered into an agreement with BankBoston to purchase Braziian Real (RE) for monthly
delivery of the equivalent of USH1 milion per month beginning January 1, 2006 at an exchange rate averaging RE2.0:USE1
for the vear.

CORE BUSINESS - GOLD MINING

Jacaobina Mine
Desert Sun owns 100% of the Jacobina property and is progressing well with its three-stage development program:

The first stage (2002 - 2002) involved securing exclusive ownership of the Jacobina property and completing a feasibility
study that supported the reopening of the Jacohina Mine. This stage was completed in September 2003,

The second stage (2002 - 2005) invalved bringing the Jacokina Mine back into production in ling with the proposals
contained in the SMC Lavalin feasibility study, as modified through the development process. Rehakbilitation of the Jacobina
Mine started in earnest in April 2004, Existing facilities were refurbished and improvements made in the mining and
processing methods. The plant facilities were completed in February 2005, with a rated capacity of 4 200 tonnes per day (24
hours a day), to process 1,512,000 tonnes per annum. The first gold pour took place in March 2005 and annualized
production is expected to be some 100,000 ounces per vear.

The third stage (2005 - 2008} involves expanding annual production from additional mining areas within the immediate
vicinity of the existing plant facilities to over 250,000 ounces. Planning done to date indicates the possibility for developing
four additional mining areas within the next three to four years that have the potential to successfully achieve this goal.

The mining method is sukblevel retreat, longhole stoping, using electric-hydraulic jumbos, 154onne LHDs (Load Haul Dump)
and 254tonne trucks. A ramp and drifts provide access to the mine for men, equipment and materials. The plant uses
conventional crushing, arinding and CIF technology. Total capital costs to bring the Jacokina Mine into production, including
pre-commercial production operating costs, are expectad to be approximately $45 million (approximately USE25 million ).

Labour, safety and training

At the end of March 2005 the Compary had 293 personngl on site at the Jacobina Mine. This staff complement was
supplemented by temporary contractors for a total of 618 individuals on site. Since the start of the Jacobina Mine project in
April 2004, the Company has conducted 9460 hours of safety training. Based on the Ontario Mines and Aggregates Safety
and Health Association standards, the Jacobina Mine project including all contractors attained an Accident Frequency value of
13.62, and an Accicent Severity value of 10,22,

4. Qutlook for the rest of 2005

Desert Sun anticipates continuing the strong forward momentum of the past couple of years in 2005, Total production for 2005
is forecast at approximately 55,000 to 60,000 ounces. Annual steady state production, being 100,000 ounces per annum, is
expected to be reached in the third quarter of 2005, Average head grade is projected to be 2.1 g Au't with an average
recovery rate expectad at the plant of 96.5%. The production forecast is based on milling 4,200 tonnes per day. Cash costs, at
full production, are expected to be approximately USE200 par ounce.

Desert Sun's exploration and development programs for 2005 have a budget of some $12 million, compared with
approximatzly $8 million spentin the sixteen month period September 1, 2002 to December 31, 2004,

An anticipated further decling in the LS dallar, geopalitical tensions and lower levels of producer hedging have the potential to
push gold prices higher. Desert Sun has no debt and its gold production is entirely unhedged enabling it to fully participate in
higher gold prices.



The Brazilan Real remained relatively stable in relation to the Canadian Dollar, the Company’s functional currency, during the
quarter {averaging $1.00: R$2.17). The Company expects the Brazilan Real to trade within the range of USE1: RE2ZE to
R$3.0 during 2005, The Jacokina Mine operating cost structure reflects an exposure of approximately 25% USE based and
75% R$ based costs. The projectis financially robust at the projected worst case limits on the exchange rates.

5. Consolidated Financial Results of Operations

Expenses

{in thousands of Canadian dollars, except per share amounts)

Three months: Three months: Fiscal year: Fiscal year:
March 31, 2005 Nov. 30, 2003 2004 2003
Corporate administration 1.328 794 3.725 1,757
Mon-recurring cash bonus 495 110 768 318
Mon-cash compensation expense 0 0 4,419 249
Amartization and depletion 1 3 7 3
Foreign exchange (gain) / loss 0 0 18 8
Interest expense 0 0 2 1
Interest income (113 {(72) (673) (22)
Met Loss for the Period 1.711 835 8,266 2,254
Per Share: Basic and diuted 0.02 0.02 0.14 0.09
Operating cash (outflow) (2,260) {1.229) (2,887) (1,558)

Three months ended March 31, 2005
on a consalidated basis, Desert Sun recorded a net loss from operations of $1.7 million in the three months ended March 31,
2005, or 2 cents per share; comparad with $0.8 million (or 2 cents per share) in the three months ended November 30, 2003,

The statement of operations highlights significant increases in overheads over the comparable period in 2002/4, which
includes increased management remureration dus to a higher staff complement and an increased contractual time
commitment on the part of the officers of the Company; higher listing and filing fees as a result of the increased market
capitalization of the Company (used to calculate exchange annual sustaining fees) and the listing of the Company's securities
on the American Stock Exchange; and consulting fees that include $628 500, being the value expensed for the 500,000
warrants committed during the course of considering various financing alternatives for the Company (valued in terms of the
Black-Scholes Model), Head office cash operating costs, i.e. cash corporate administration costs less non-cash consulting
fees, in the quarter were $701,000, and the Company is projecting a sustainable level of $800,000 per quarter,

As Deszert Sun becomes a producing company in 2008, explaration expenditures on non-development projects will be charged
to earnings up until the time that it is established that a property has recoverable reserves. Expenditures aimed at increasing
reserves and resources at the Jacckina Mine, or at the proximate development projects, will be capitalized. Revenue from
gald bullion production will be recoonized when title passes to the purchaser and as a result revenue will be recorded when
thie gold is sold, not when it is produced. The Company anticipates recording gold sales as revenue and reporting on the costs
of operation beginning in the third quarter of 2005,

Total acquisition, exploration and development expenditures in the three months ended March 31, 2005 were $2.4 million,
comparad with $29 million in the sixteen months ended December 31, 2004, and $3 million in the vear ended August 21,
2003, All expenditure since 2003 relate to exploration and development activities at the Jacokina Mine and within the Bahia
Gold Belt. The increase in exploration expenditures alone, from $3 million in fiscal 2002, to $8 million in fiscal 2004, and $1.8
millicr in the first three months of fiscal 2005, reflects ongoing efforts to expand the Company's resource and reserve base
and to search for additional ore bodies,

Significant operating expenses are as follows:

Management and administrative services costs, of 771,000 were incumed in the three months ended March 37, 2005,
compared with $253,000 in the three months ended November 30, 2003, included in the above expense is $23,000 (2004:
S23,000) paid to a company controfled by a director of Desert Sun, for administrative services. The increase in management
costs compared with fiscal 2004 iz in line with the growth in the Company; with additional officers and staff being added as
well as increased time commitments by existing officars and staff. Ongoing management consulting and administration fees of
approximately 200,000 are expactad, as the Company’s managemaent team s now at full strength.




Investor relations and shareholders’ information expenses were 357127 000 in the three months ended March 31, 20056
(three months ended November 30, 20037 §127.000). These expenses relate to a sustained public reialions campaign
directed fo increase awareness of the Company and its project both in North America and Europe. Company management
confinues with its program of meeting with its shareholders and potential investors. Significant activities duning the perod
included preparation for the Annual and Special Meeting of Shareholders, numerous presentations to targeted audiences in
Toronto and across Canada and the U 5. A., and attendance af frade shows.

Travel and entertainment costs were 574,000 in the three months ended March 31, 2005, down from $1792.000 in the three
months ended November 30, 2003, The travel and entertainment costs relate pancipaily to the investor relations and
markating activities of management as they seek to educate investors about developments at the Company and to the raising
of the necessary finance for the development of the Jacobina property. Expenditure in the quarter was lower than can be
expected as activities were concenirated mainly in North Amerca. Visits by management to London and Europe are planned
for the second quarter of 2005

Office and miscellaneous expenses were 299,000 in the three months ended March 31, 20058, comparad with 5112000 in
the first quarter of fiscal 2004. Desert Sun shares office space and administrative senvices with certain other public
companies, which together during 2004 negotiated and upgraded additional office space. These activities were completed in
2004 and the costs of ongoing office administration should be modest as the Company is reimbursed by these other
companies for their proportionate share of ail common expenses,

6. Operational Review
Significant milestones reached at the Jacokina Ming, and in a very successful explaration program, in the three months were:

1. Reactivation of the Jacobina Mine, to produce 100,000 ounces of gold per annum at steady state production, at an
expected cash cost of approximately USH200 per ounce, with the first gold poured in March 2005;

2, The estimated mineral reserves at a US$350 per ounce gold price, as of March 1, 2005 are as follows. Mineral
reserves are included in the mineral resources stated below.,
Estimated Mineral Reserves as of March 1, 2005+
Area Proven Probable Proven & Probable
Tonnes g Ault Tonnes a Ault Tonnes g Ault Ounces
Contained
Joao Belo* 1,855,000 2.02 9,147,000 2.04 11,102,000 2.04 727,000
Basal Reef™ il il 2,304 000 251 2,304,000 2.51 186,000
Serra de il il a7z,000 214 972,000 2,14 67,000
Corregot”
Total 1,955,000 2.02 ] 12,423,000 2.14 14,378,000 2.12 980,000
+Mineral reserves have been classified in accordance with CIM standards under N143-101.
* Dasert Sun Mining internal reserve estimation March 1, 2005,
** As per onginal Dynatec mineral reserve estimation of September 2003, in the SHNC Lavalin feasibility study.
3. Aninternal review and evaluation of the Company's development projects was completad in January 2005, with Morra

do Vento identified as the first development project.
JACOBINA MINE

Reactivation of the Jacobina Mine started in earnest in April 2004, By May 2004, the underground mine was de-watered, by
June the rail haulage system removed, the drifts enlarged to accommodate mechanized equipment and new ramp
development started, and in July 2004 ore development commenced. A complete fleet of new equipment was purchased,
which included 154onne LHDs (Load Haul Dump)d, 35-tonne haulage trucks, electric hydraulic 2-boom jumbos, and electric
hydraulic ITH production drills. New ventilation, compressed air, and electrical systems were installed. Mine offices, heavy
equipment mechanical shops, warehouses, staff faciliies and a haulage road were completed by October 2004, The
mechanization of the mining operation will allow Desert Sun 1o reduce manpower levels by over 50% and increase mining
capacity by 40% from the previous operation. The plant has been completely refurbished and modernized. Four additional
leach tanks have been installed to increase leach time, which will increase the gold recovery from 92% to 96.5%. A new
regeneration kin has been installed and the CIF (carbon in pulp) circuit has been upgraded with @ 100% increase in the
screen capacity. A new crushing plant has been constructed with a throughput capacity of 500 tonnes per hour. The
production plant has been fully automated with Siemens technology and will now be operating with 40% less manpower,
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The principal focus for the next stage of development continues to be the Morro do Vento zone where Desert Sun expectsi
make a development decision in June 2005, In conjunction with the project development initiative, a plant optimization revie
with Amec and Lakefield seeks to evaluate the expansion capacity of the plant. In Febroary 2005 the Company appoints
experienced mining engineer, Mr. Flavio Lamberti, to take responsibility for evaluating and undertaking internal feasibili
studies on Desert Sun's growing number of potential development projects including Morro de VWento, Canavieiras, Serra ¢
Corrego, and Morro do Vento Extension (Basal/Main reef).

Gold production at the Jacokina Mine is expected to reach a production rate of 2,333 0z, per month by the end of 2005, at
cash cost of approximately US$200 per ounce. With additional mine development projects coming on stream in 20068, Dese
Sun expects to see gold production continue to grow in the coming vears. The plant expansion will be hased on the timeling
the start-up of the development projects.

EXPLORATION

Desert Sun's wholy owned Bahia Gold Belt property totals some 131,539 hectares, which includes 5996 hectares in tF
mining lease, 97 476 hectares of granted exploration concessions and 28,067 hectares of filed applications for exploratic
concessions. The property covers a strike length of 155 kilometers over the Jacobina Group sedimentary rocks, whic
underlie the Serra do Jacokina maountains. The Company is conducting a major exploration program along the Belt, and he
outlined four major target areas for more detailed follow-up. These targets include a 45+ Kilometer strike length extension
the Serra do Carrego Formation conglomerates, which hosts the existing mines; the Pindokagu area 55 kilometers north
Jacobina where wlical mapping, prospecting, and rock and soil geochemical sampling has identified gold-bearing quar
veins, stockworks and extensive silicified zones in a thick package of fuchsite-bearing, locally cxidized (after pyrite) quartzite
and metaconglomerates that may e the northern and separate extension of the Serra do Cdrrego Formation; the Pindobar
Cutlier, which extends for 23 kilometers along strike with numerous gold garimpos (free miner workings); and the Maravilk
Fault zone, which extends for a strike length of 60 Kilometers.

The following table provides the updated resource estimate that has been reviewed and confirmed by Terry Hennesse'
F.Geo. of Micon Intemational. The resource estimation methodaology and classification used is the same as outlined in tF
August 2003 repart by Mr. Hennessey filed on SEDAR.

Summary of Mineral Resources as at December 12, 2004*

Category Area Tonnes Grade Contained Gold
(gt Au) (ounces)
IMeasured Jodo Belo 2,300,000 241 180,000
[tapicura™™ QE-C-.IZHZICI| 5.70
Serra do Carreqo 1C-.IZI(JCI| T.a0
Canavieiras E-E-.IZIOCI' 6,73 12,000
Subtotal 2,620,000 2.83 240,000
lindicated Jodio Belo 10, 200, 000 237 90,000
[tapicura™ :3.?-?C-.IZHZICJ| 263 TA0,000
Serra do Carreqo '91(:-.'1“1'0' 2.39 T0,000
Canavieiras 250,000 361 100,000
Jodio Belo Sul TT0,000 2565 &0, 000
Subtotal 22,200,000 2.49 1,810,000
Total Jodo Belo 238 G70,000
Measured and [itapicurg™ 2.1 240,000
R Serra do Comeqo E 244 72.000
Canavieiras 9 3.80 110,000
i Belo sul ?'-’“-.IZHZICJ| 2565 Gi0,000
Total 24.3001000| 2.53 2,050,000




|inferred Jodio Belo 5,300,000 233 390,000
Jodo Belo-cther reefs 1,000,000 3.88 120,000
[tapicurg™ 2,800,000 AT 390,000
Serra do Carreqo 1,200,000 2.85 170,000
Canavigiras 3,700,000 241 290,000
Jodo Belo Sul+ 3,900,000 1.67 210,000
Cther Areas 2,700,000 3.23 280,000
Total 22,200,000 2.61 1,900,000

* Totals have been rounded.
** tapicuru includes Morma do Vento, Morro do Vento Extension and Basalfain Reef.

+ Praviously included in Cther Areas.

Maorro do Vento

At the Momo do Vento target area located 1.5 kilometers north of the processing plant, 80 holes totaling 13 700 meters were
completed to December 21, 2004, The target Intermediate reef package is consistently about 60 to 70 meters wide, and
extends along the full two kilometer strike length. One surface drill is testing the strike and downdip extension of the Basal and
Main reefs. Underground drifts are being prepared to allow access for underground drilling, which is expected to start soon.

Aninternal review and evaluation of the Compary’s development projects was completed in January 2005, From this
evaluation, the sequence of upcoming development was established with Morro do Vento identified as the first development
project. A project development enginesring team started work on Morro do Vento in January 2005, an independent 43-101 ore
resource has been completed, an internal study was completed in April indicating that underground mining is the best option
for this project and an independent feasibility study has been started and is expected to be completed in the second quarter of
2006, Concurrently, an enginesring study on optimizing the processing plant for expansion has been started with Yancouver
hased AMEC Americas Limited. A decision on advancing the project is expected in June.

Canavieiras

The Canavieiras area at Jacobina comprises three target areas: conglomerate reefs located between 50 to 100 meters below
the historical mine workings ; the southeast extension of the reefs that were previously mined; and reefs above the historical
mine workings, The former Canavieiras Mine is located 2 kilometers north of the processing plant and is located in a block
hounded by faults that is approximately 1.2 kilometers long and 400 meters wide, In 2004, 41 holes totaling 5,268 meters
were completed and as a result the strike lenath of the reefs below the old workings was extended to at least 200 meters and
high arade intersections continue to be returnaed from the reef extension southeast of the old workings. Both targets continue
to be open along strike.

Im 2005 to date, 12 holes totaling 1,516 meters have been completed to test reefs below the aold workings and 12 holes
totaling 47 1meters have been completed to test extensions of previously mined reefs, Results have been received from two
and nine of the holes drilled in each of these target areas, respectively. Currently one surface drill rig and two underground
rigs are operating at Canavieiras. The mine is being re-surveyed and an underground developmeant heading is being extendead
to allow enhanced drill access to test the potential extension of reefs previously mined and the MLU/LL reefs.

Target Reefs below old waorkings

- The MU (Middle Unit} zone grading at 2.40 g Aut (7.84 g Au/t with highs cut to 20 g Aut) over a true width of 15.2 meters
and the LU (Lower Unit) zone grading at 9.29 g Aut (7.75 g Aut with highs cut to 20 g Aut) over 6.4 meters. This surface
hole intersected the reefs about 27 meters west and 22 meters north of a previous hole which intersected 7.0 g Au't over a
true width of 24.0 meters,

170 g ALt over a true width of 6.8 meters and 241 g Ault over 4.4 meters.

Target Reefs extending zones previously mined
449 g Aot over 3.0 meters true width;

©OA35 g Aut over 7.0 meters true widkh;

- T2 g Autover 1.1 meters true width; and

- 4T2 g Ault over 1.2 meters true wickh.



Pindobacu

Desert Sun is carrving out a reconnaissance diamond drill program to test several targets identified from gealogical
mapping/sampling and soil geochemistry undertaken by Desert Sun, as well as an induced polarization geophysical survey by
Fugro-LASAGeomad, inthe northern portion of the Bahia Gold E=lt at Pindobacu; an area located 50 kilometers due north of
the town of Jacobkina, The Findolacu target is accessible by paved road from Jacobina and is 2 kilometers west of the town of
Findobagu. The mineralogy and geochemistry of this system are remarkably similar to the gold mineralization in the quartz
pebble conglomerates in the Jacokina Mine area to the south. The regional Pindokagu Fault system, which forms the eastem
boundary of the Jacokina Basin, is clearly a major focus of hydrothermal alteration and mineralization. This mineralized
structure probably extends for at least 15 kilometers along strike and the alteration zone is up to 100 meters wide.

In 2005, thus far, eight diamond drill holes totaling 1,285 meters have been completed in the Pindobacu area with assay
resUlts received from sin of these holes. In addition, Fugro-Lasa-Geomag completed a further 50 line kilometers of induced
polarization geophysical survey over a number of target areas and priority anomalies, identified from this survey, will be drill-
tested later in the program. Detailed geological mapping and soil geochemical sampling continue to be carried out to better
characterize the extensive mineralized system in the Findobagu arsa.

Three holes were drilled on an east-west section designed to both follow up a previous hole that intersected 546 g Aut over a
trug width of 21.9 meters and to characterize the nature of the faulted contact between the Archean Mundo Novo volcanic
rocks and the silicified Proterozoic Jacokina Group quartzites in which most of the gold mineralization appears to occur. The
first hale intersected 0.74 g Awt aover an 128.0 meter true width in a strongly silicified and oxidized zone. A second intersected
6.570 At over a true width of 1.9 meters before being lost to caving. The deepest hole drilled intersected a strongly silicified
zone with several intervals of gold mineralization, including 265 g Aut over 4.4 meters true width. These holes indicate that
the silicified and mineralized zone is approximately 50 meters thick and is along an extensive regional thrust fault that extends
to a depth of at least 170 meters. Regional geological mapping indicates that the gold garimpos (free miner workings)
associated with this structure extend for a strike length of 28 Kilomtres from Bigquinha, 23 kKilomtres south of the town of
Findobagu, to Fumaga, 15 kilomtres north of Pindobagu.

Jacobina Basin Study

DOr. Paul Karpeta, an expert on Frecambrian quarz pekbble conglomerate-hosted gold deposits with extensive experience
wiorking on deposits in Witwatersrand, South Africa and Tarkwa, Ghana, recently carried out a study of the Jacobina Basin in
an attempt to identify additional entry points outside of the Jacobina Mine area. Entry points are the areas in a basin where
major streams carry and deposit sediments into the basin and are typically marked by the thickest conglomerates with the
largest pebbles. This work, which was done in close collaboration with Desert Sun personnel led by senior geclogist Pedro
Maoura de Macedo, identified a significant area of Jacckina Group sediments with quartz pebble conglomerate layers, which
are exposedin a large tectonic window across an area 5,000 meters long by 900 meters wide about & Kilometers northwest of
Findobagu. Gold garimpos (free miner workings) occur arcund this “window” near the contact with volcanic rocks of the
Mundo Move Formation, which have been thrust over the conglomerates and then subsequently eroded. In contrast to the
mine area, the sedimentary rocks here are relatively flat lving hence only a small portion of the overall stratigraphic sequence
is actually exposed.

Dr. Karpeta concluded that the Jacobina Basin has been subdivided by cross structures into major compartmeants, which
contralled sedimentation in those compartments. One such cross structure is marked by a prominent lineament about &
kilometers south of the town of Pindobacu, north of which is the Pindobagu Compartment and to the south is the Jacobina
Compartment. Each of these compartments will have a different stratigraphy and hence different auriferous conglomerates.
Typically, within each compartment there is usually one entry point marked by the thickest conglomerates with the biggest
pebbles, and typically are the richest conglomerates. Dr. Karpeta concluded that these entry points ccour around the Jacobina
Mine area in the Jacokina Compartment and potentially arcund Mina Velha, 5 kilometers nothwest of Pindobagu, in the
Findobagu Compartmeant.



7. Liquidity and Capital Resources

The following table summarizes the Company's consolidated cash flows and eash on hand:

{in thousands of Canadian doliars) Three months: Three months: Fiscal year: Fiscal vear:
March 31, 2005 Nov. 30, 2003 2004 2003

Cash and equivalents 29,148 32,884 21,356 G822

Working capital 26,787 32,861 19,803 6,414

Cash used by operating activities (2. 260) (1,229} (2,887 {1,558}

Cash used by investing activities (13.701) (3.022) (33 536) (3,154

Cash provided by financing activities 23752 30,302 50 946 9 809

Cash Resources
The increase in cash and equivalerts from $21.4 milion at December 21, 2004 to $29.1 milion at March 21, 2005 is primarily
attributable to the issuance of capital stock by way of a bought deal in March 2005,

In the three months, $23.8 million (fiscal 2004 — 51 million) was raised, net of issue costs, through the issuance of common
shares. A total of $23.3 million was raised in a brokered private placement with the balance received from the exercise of
options ($294 0007 and warrants ($1132,000).

Desert Sun remains debt free (except to the extent of supplier extended credit terms) and its gold production and reserves are
totally unhedged. Desert Sun has no unfunded pension liabilities. All financial commitments associated with financed
equipment are included in liakilities upon receipt of the associated asset by the Company. Other than the agreement for the
purchase of Brazilian Real through 2006 (see Section 3), Desert Sun does not have any off-balance sheet arrangemeants nor
does it have any guarantees outstanding.

Uses of Liguidity

Desert Sun's cash requirements cver the next 12 months will be primarily to fund.

* Development of the Jacokina Ming;

* Development of the further mining areas proximate to the current processing plant;

« Exploration within the mining area to facilitate the development of these additional mines;

« Exploration further afield, but within the 100% controlled, 155-kilometer Bahia Gold Belt, and
« Corporate administration and working capital.

Desert Sun estimates that the total additional capital costs to complete development of the Jacobina Mine to be approximately
%6 million. Corporate administration costs are estimated to be approximately $2.2 million for 2005, The Company currently,
and through projected operating revenues, has the financial resources to complete development of the Jacobina Mine,
undertake an agaressive exploration program and fund anticipated corporate administration and waorking capital requirements.
Management is investigating alternative financing strategies | including selling additional shares and local and project financing
loans, to fund development of the additional mining areas over the next three ta four vears.

Commitments and Contractual Obligations

The Company has entered into contracts with an internaticnal supplier for the financing of its initial fleet of Mining equipment
for use at the Jacokina Mine. Whils the amounts payable under the financing contracts relating to the equipment are recorded
as current and long-term obligations in the financial statements, the Company has also negotiated a full service contract with
thiz supplier for the maintenance of the mining equipment provided by them. Financial obligations in terms of this service
contract include both a fixed component, which is reflected below, as well as a variable component based on the number of
hours that each piece of equipment is in operation.

The Company is also a party to certain management contracts. For further information, please refer to the 2005 Management
Infarmation Circular.

{in thousands of Canadian doliars) 2005 2006 2007

Senvice contract 226 435 3
Managemeant contracts Q932 05 L2
TOTAL 1,258 1,140 624




In connection with exploration and development activities, the Company is required to make certain payments regarding
mining licenses, leases, ocoupation and surface rights. If the properties are no longer of interest to Desert Sun it can stop
making the payments, althouah its property rights will terminate. There are no long-term contractual arrangements with any
related parties that create or result in any obligations that are not an an arm's-Hength basis.

Change in Non-Cash Operating Working Capital

Fir FF m i F o i 1
{in thousands of Canadian dolars)

Three months: Three manths: Fiscal year: Fiscal year:

March 31, 2005 MNow, 30, 2003 2004 2003
Decrease (increasel incurrant assets:
Amourts receivable and prepaid expenses (645) J (1,2B86) (27

Cither receivables (633) - (1,492 -
Inventories {1.887) a [362) =

Increase (decregasel in current liakilities:

Accourts payvable and acorued liakilities

1.606

{399

2,605

Cither pavakles

633

1,492

Cther

5]

Total

(926)

(396)

444

The most important contributor to the increase in working capital during the three months ended March 31, 2005 was the

expenditure on inventaries. The initial stocking of the spares invento

bedan late in 2004 and will be completed in the second

quarter of 2005, Thereafter levels should stabilize. Inventaries required by the Company have been contained as a result of

the full service agreement concluded oo

supplier on a consignmeant stock basis.

Investing Activities

Fin #F o - L
(In thousands of Can

Ao

adian dolars)

wvering the major mining equipment, with all spares in this regard being provided by the

Mining Interests

Three months:
March 31, 2005

Three months:
Mow, 30, 20032

Fiscal vear:
2004

Fizcal vear:
2003

Jacobina Mine — i

relopment costs

(7.745)

(15954}

Exploration and development projects

{1.631)

{3, 0068)

(9.785)

(3112

Capital assets

(4,325)

{16)

(7,797

{423

Total

{13,701)

(3,022)

(33,526)

(3,154)

Development of the Jacobina Mine infrastructure is nearing

smpletion, with the first gold pour having taken place in March

2 . Approximately 36 million in further capital and p
proceeds, and the ming ramps up to

duction costs are expected as the commissioning process
sapital asset (net) acquisitions in the three month pericd were £7.25

related expenditure, started off slowly during the three maonths under review. The drilling program had been slowed late in
2004 to allow for data compilation activitizs that resulted in the new resource and reserve estimates in December 2004 and to

take into account the conditions from a weather perspective. With the rainy season coming to an end, and the necessary
funding in place, the exploration program has moved into high gear in the second quarter both in the northern “blue sky” areas
and at the development projects in the vicinity of the Jacokina Mine.

Financing Activities

In March 2008 Desert Sun closed a bought deal financing with a syndicate of underwriters led by Sprott Securities Inc. and
ration, First Associates Investments Ino.,

including CIBC World Markets Ine, Salman Fartners Inc., Canaccord Capital Co
Haywood Securities Inc. and Pacific International Securities Inc. pursuant to which the underwriters agreed to purchase
10,729,614 units at a price of $2.33 per unit for aggregate gross proceeds of $25,000,001. Each unit consists of one commaon
share and one-quarter of one common share purchase warrant of Desert Sun. Each whale warrant is exercisable at a price of
$2.50 until November 20, 2008, The warrants trade on the Toronto Stock Exchange under the symbol DSMWT.

In Cctober 2004, Desert Sun completaed a bought deal financing pursuant to which, as a result of the underwriters fully
exercising their r-allotment option, it raised $20 million through the issuance of 12,793,103 Units at a price of $1.45 per
nit. Each Unit consisted of ong commaon share and ane-half of one common share purchase warrant. Each whole warrant is
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exercisable at a price of $2.50 until November 20, 2008, The warrants trade on the Toronto Stock Exchange under the symbal
DSMWT. The underwriting syndicate for the offering was led by Sprott Securities Ine. and included CIBEC Warld Markets Ino.,
GMP Securities Ltd. and Salman Partners Inc.

In November 2002, Desert Sun raised $20 million through the issuance of 11,764 707 Units at a price of $1.70 per Unit. Each
LInit consisted of one common share and one-half of one common share purchase warrant. Each whole warrant is exercisable
at a price of $2.50 for a period of five vears, until November 20, 2008, These warrants trade on the Toronto Stock Exchange
under the symbaol DSMWT. The underwriting syndicate for the offering was led by Sprott Securities Inc. and included Griffiths
McBurney & Partners and CIBC Warld Markets Inc.

In September 2003 the Company issusd 8 115,000 common shares at a price of $1.28 per share for total gross proceeds of
$11.2 million pursuant to an underwriting agreement with Sprott Securities Ine., Griffiths McBurney & Partners, Qctagon
Capital Corporation and Pacific International Securities Ine.

8. Critical Accounting Policies and Estimates

Preparing financial statements requires managemeant to make estimates and assumptions that affect the reported amounts of
assets and liabilities and the disclosure of any contingent assets and liabilities as at the date of the consolidated financial
statements, as well as the reported amounts of revenues earnad and expenses incurred during the period. These estimates
are based on historical experience and other assumptions that are kelieved to be reasonable under the circumstances. The
Company's critical accounting policies are those that affect the consalidated financial statements and are summarized in Note
2 of the Audited Consolidated Financial Statements for the 16-months ended December 31, 2004, Critical accounting policies
and estimates in the period included capitalization of exploration/development expenditures and the recognition of impairment
of those assets, accounting for foreign currency translation, the choice of GAAR, and contingent liakilities, Actual results could
differ fram these estimates.

9. Risks & Uncertainties

Nature of Mining. Mineral Exploration and Development Projects

The Company's mining operations, and exploration and development projects are subject to conditions bevond its contral,
which can affect the cost of mining for varying lengths of time. Such conditions include environmental hazards, explosions,
unusual or unexpected geological formations or pressures, pillar collapses, and periodic interruptions in both production and
transportation due to inclement or hazardous weather conditions. Such risks could result in damage to, or destruction of,
mineral properties ar producing facilities, personal injury, environmental damage, delays in mining, monetary losses and
possible legal liability. Through high operational standards, emphasis on training and continuous improvement, Desert Sun
works to reduce the mining risks. The Company also maintains insurance to cover normal business risks,

Gold Price

The principal business of the Company will be the production of gold. Desert Sun's future profitability is largely dependent on
movements in the price of gold. Gold prices are affected by numercus factors beyond the Company's control, including central
hank sales, producer hedging activities, the relative exchangs rate of the US dallar with other major currencies, glokal and
regional demand, political and economic conditions and production costs and levels in major gold producing regions. In
addition, the price of gold has on occcasion been subject to rapid shart-term changes due to speculative activities. Desert Sun
i better positioned than most of its competitors to withstand low commodity prices due to the relatively low cash cost per
ounce at the Jacohina Mine. However, if, as a result of a sustained decline in gold prices, revenues from gold sales were to
fall below cash operating costs, the feasibility of continuing operations would be evaluated and if warranted, could be
discontinued. The Compary does not enter into gold price hedging programs, which would only be considered to the extent
necessary to satisty any lender requirements for loan transactions.

Currency Fluctuations

By wirtue of its international operations, the Company incurs costs and expenses in a number of forzian currencies other than
the Canadian dollar. The exchange rates covering such currencies have varied substantially. Desert Sun's future operating
results and cash flow will be primarily affected by changes in the United States dollar £ Brazilian Real exchange rate as
substantially all of the revenues will be samed in LS dollars, while a substantial portion of the operating and capital
expenditures will be in Brazilian Real. Desert Sun will actively hedge the United States dollar against strenathening of the
Brazilian Real when this is considersd prudent.

Risk of contingent liabilities

Desert Sun owns 100% of Jacobina Mineragio e Comercio Ltda, ("JMCT), the Brazilian company that holds the mining and
exploration licences, fixed property, and associated plant and equipment. In terms of the agreement under which the
Company acquired JMC, Yalencia Ventures Inc. (Walencia™ provided certzin indemnities to Desert Sun for outstanding
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liakilities. These amaunts include taxes payable to the Braziian Federal and State authorities, liakilities to third parties, as well
as labour and health related claims by former emplovess. Claims relating to silicosis, for the period prior to the Company's
acquisition of JMC, for which Valencia has indemnified Desert Sun could amount to some $6 to $9 million. It is management’s
|-H|I¢-f that the labour related claims are substantially without merit and Desert Sun and Yalencia intend to defend the actions
vigorously, Valencia has consistently met its cbligations to the Company under this indemnity.

Faor a more complete description of the uncertainties and risk factors faced by the Company, please refer to Management's
Discussion and Analysis of the audited consolidated financial statements for the 16-months ended December 31, 2004,

10, Quarterly (unaudited) and Annual Data

Summary of Quarterly Results

(in thousands of Canadian dollars, excapt par share amounts)

2005 1°] 2004 57| z2004 4] 2004 3M]2004 2™ ] 2004 17| 2003 4| 2003 3T 2003 2™
guarter quarter quarter gquarter quarter gquarter guarter quarter quarter
Mar 31 Dec 31 Sept 30 June 30 | Mar 31 Nov 30 Aug 3 May 31 Feh 28
2005 2004 2004 2004 2004 2003 2003 2003 2003
F-manths | 3-manths | 3-months | 3-manths | 4-months | 3-months | 3-months | 3-months | 3-months
Fevenue -- -- - - -- -- -- -- -
Met Loss for
the pericd 1.711 1,268 LET 543 4953 B35 G637 442 795
Met Loss per
share — basic 0.0z 0.01 0.1 0.1 0.09 0.0z 0.0z 0.01 0.04
and diluted

Included in the net loss for the 2004 fiscal year were the following non-cash compensation expenses (as calculated in terms of
the Black-Scholes Modely: for the three m nths ended June 30, 2004: $104,600 and for the four months ended March 31,
2004: 34,314 424, Excluding these book entries the net loss for the fifth, fourth, third, second (four-maonthy and first quarters
would be $1,368,317, §566,701, $438 264, $638,262 and $834,985, respectively.

In the first quarter of fiscal 2005, the net loss included consulting services relating to the evaluation of financing alternatives
that have been / will be settled through the issue of 500,000 warrants. The net loss for the three months ending March 31,
2005, excluding this non-cash expense (caleulated in terms of the Black-Scholes Method), was $1,084 305,

Selected Annual Information

(in thousands of Canadian Dollars, except per share amounts)
December 31, 2004 August 31, 2003 August 31, 2002
{16-months) {12-months) {12-months)

Revenue = = =
Met Loss for the period 2266 2,254 125
Met Loss per share — basic and 014 0.0 0.0
diluted

Total Assets 64 876 10,088 1812
Total Long-term Liabilities 314 - -
Dividends - - -

The Company is in the mine development stage and has no production related income or expenses.
The principal source of cash for use in operations has been the issue of common shares. The Company completed three

equity financings in fiscal 2004 for gross proceeds of $51.2 million, and one equity financing in fiscal 2005 for gross proceeds
of $25.0 million.
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11. Related Party Transactions

Included in other receivables and cther payables is $2.1 million that is expected to be paid in taxes and rovalties, to settle
historical creditors in Brazil, and to settle legal claims for which judgement has been erforced against the Company; for which
Desert Sun is indemnified by Valencia. This amount does not include any amounts that might become due in respect of leaal
claims against JMC relating to silicosis in respect of cases pending or before the courts, for which the Company is also
indemnified by Valencia. In the period under review, the Company paid $110,000 to settle amounts in terms of the indemnity
for which it expects to be refunded by Valencia shortly, An officer and director of the Company is a director of Valencia
Yentures Inc.

Desert Sun shares its premises with other public companies that have common directors and / or officers. Desert Sun is
reimbursad by these companies for their proportional share of common expenses. At March 31, 2005 amounts receivable
included $433 000 (December 31, 2004: $158 000) due by these companies to Desert Sun.

Management and administrative senvices expense includes $22.500 (first quarter 2004 - £22 5007, which was paid to a
company controlled by an officer and director of the Company for administrative services,

The Company engages certain directors to provide business advice and administrative services as they are highly qualified
and knowledgeakle of the Company's affairs. Payments are based on the fair value of such services as determined by
managemeant. There are expected to be ongoing service commitments resulting from contractual agreements for these
engagements.,

12. Subsequent events

At the Annual and Special Meeting of Shareholders held on April 20, 2005, shareholders approved a resolution authorizing
certain amendments to the Company's stock option plan (the “SOP7), among other things, to bring the SOF current with the
new rules implemented by the Toronto Stock Exchange. The amendments, which are subject to regulatory approval, will
permit the Company to issue options to purchase commaon shares equal to 12.5% of the issued and outstanding commaon
shares of the Company, and also permit that options that have been exercised or options that have expired will return to the
S0P and once again be available for grant by the Company under the S0P, All stock options granted to date now constitute
unconditional grants.

Also at the Annual and Special Meeting of Shareholders held on April 20, 2005, Shareholders approved the adoption of @
share compensation plan (the “SCF"). The proposed SCP would permit the issuance of up to 2 000,000 common shares of
the Company. The board of directors has approved the issuance of 1,500,000 common shares, subject to regulatory approval
of the SCP.

13, Supplement to the Consolidated Financial Statements
Az at May 13, 2005, the following items were issusd and outstanding:
« 84 314,043 common shares;

« 8,840,182 commaon share purchase options at an average price of $1.42, maturing at various dates until March 22, 2010;
and

« 17,633,585 warrants at an average price of $2.37, maturing July 22, 2005 (18722770 and Movember 20, 2008
(15, 761,308).

May 13, 2005
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DESERT SUN*S FIRST QUARTER 2005 RESULTS

DESERT SUN MINING CORP. (TSX: DSM:; AMEX: DEZ) has commenced production at the Jacobina
Mine in Bahia State, Brazil, with the first gold pour having taken place in March 2005, At March 31, 2005, Desert
Sun had treasury assets with a market value of $29.1 million (Canadian Dollars, unless otherwise indicated).

Jacobina Mine development is substantially complete with steady state production, being 100,000 ounces per
annum, expected to be reached in the third quarter of 2005, Total production for 20035 is forecast at 35,000 to
G0.000 ounces. Annual average head grade 15 projected to be 2.1 g Aw't with an average recovery rate expected
at the plant of 96.5%. The production forecast is based on milling 4.200 tonnes per day. Cash costs, at full
production, are expected to be approximately USS200 per ounce.

On a consolidated basis. Desert Sun recorded a net loss from operations of $1.7 million in the three months ended
March 31, 2005, or 2 cents per share: compared with 0.8 million (or 2 cents per share) in the three months ended
Movember 30, 2003, Desert Sun changed its financial vear-end from August 31 to December 3 1, with a transition
vear of 16-months ending December 31, 2004, The loss from operations in the period under review includes a

nor-cash charge of 506 million, being the value calculatad in terms of the Black-Scholes Maodel For the 300,000
warrants commitied while explonng the various financing altematives available to the Company. The net loss from
operations for the period included increased management and administration fees, due to the addition of staft and
higher contractual time commitments by existing officers, reduced mvestor relations and travel expenses reflecting
the focus of such activities within North America in the pericd. and substantial listing and filing fees as aresult of the
higher market capitalization of the Company and its listing on the American Stock Exchange.

Exploration expenditure outside of the Jacobina Mine during the period totaled $1.6 million. while $7_8 million was
incurred in development costs and 7.4 million on the acquisition of plant and equipment to reactivate the Jacobina
Mine. Development costs to date to reactivate the Jacobina Mine total $39.1 mullion, with a further $6 mullion
expected to be incurred in the second quarter before commercial production. for total pre-production costs of
approximately USS35 million Capitalized acquisition and exploration expenditure attributable to the Jacobina
Mine to March 31, 2005 was $7.1 nullion, with a further $10.2 nullion allocated to five development projects

presently under review.

The merease i cash and equivalents from $21.4 million at December 31, 2004 to $29.1 million at March 31,
2005 is primarily attributable to the issuance of capital stock through a bought deal in March 2005, Desert Sun

issued 10,729,614 units at a price of 52.33 per unit for aggregate gross proceads of $23.000,001. Each unit
ase warrant of Desert Sun. Each

consists of one common share and one-quarter of one common share pure

whole warrant will be exercizable at a price of $2.50 until November 20, 2008,



Desert Sun’s cash requirements over the next 12 months will be primarily to fund:

* Development of the Jacobina Mine:

*» Development of the further mining areas proximate 1o the current processing plant:

* Exploration within the minimg area to facilitate the development of these additional mines;

» Exploration further afield. but within the 100%0 controlled, 15 5-kilometer Bahia Gold Belt: and
= Corporate administration and working capital.

At the Jacobina Mine and along the 155 kilometer Bahia gold belt:

l. The reactivation of the Jacobina Mine started in Apnil 2004, The underground mine was de-watered. the
rail haulage system was removed. the drifts enlarged 10 accommodate mechanized equipment and new ramp
development started and ore development commenced. A complete fleet of new equipment was purchased and
has been delivered, new ventilation, compressed air and electncal systems were installed. and mine offices, heavy
equipment mechanical shops, warehouses, stall facilines and a haulage road were completed. The mechanization of
the mining operation will allow Desert Sun o reduce manpower levels by over 30% and increase mining capacity
ant has been completely refurbished and modernized. Four additional
leach tanks have been installed to increase leach time, which will increase the gold recovery from 92% to 96.5%,
Aonew regeneration kiln has been installed and the CIP (carbon in pulp) circuit has been upgraded with a 100%%
nerease in the screen capacity. A new crushing plant has been constructed with a throughput capacity of 300
tonnes per hour. The production plant has been fully automated with Siemens technology and will now be

operating with 40% less manpower.

by 407 from the previous operation. The p

2. The principal focus Tor the next development project continues to be the Moo do Vento zone where
Desert Sun expects to make a development decision in June 2005, In conjunction with the project development
mitiative, a plant optimization review with AMEC and Lakefield seeks to evaluate the expansion capacity of the
plant. In February 2005 the Company appointed experienced mining engineer, Mr. Flavio Lamberti, to take
responsibility for evaluating and undentaking internal feasibility studies on Desert Sun’s growing number of potential
development projects including Morro de Vento, Canavieiras, Serra de Corrego, and Morro do Vento Extension
{ Basal/Main reef).

3. In 2005 to date. at Canavieiras, 12 holes totaling 1,316 meters have been completed to test reefs below
the old workings and 12 holes totaling 47 Imeters have been completed to test extensions of previously mined
reels. Currently one surface dnll rig and two underground rigs are operating at Canavieiras. The mine is being re-
surveved and an underground development heading 15 being extended to allow enhanced drill access to test the
potential extension of reafs previously mined and the MUV reefs.

4. The exploration potential of the Pindobagu target continued to be evaluated with eight diamond drill holes
totaling 1,385 meters completed in 2005 In addition, Fugro-Lasa-Geomag completed 30 line kilometres of
nduced polanzation geophysical survey over a number of target areas and prionty anomalies, identified from this
survey, will be drill-tested later in the program. Detailad geological mapping and soil geochemical sampling
continue to be carried out to better characterize the extensive mineralized system in the Pindobagu area.

5. Dr. Paul Karpeta. an expert on Precambrian quartz pebble conglomerate- hosted gold deposits with
extensive experience working on deposits in Witwatersrand. South Africa and Tarkwa, Ghana. carried outastudy
ol the Jacobina Basin n an attempt o dentfy additional entry points outside of the Jacobina Mine area. Dr.
Karpeta concluded that the Jacobina Basin has been subdivided by cross structures into major compartments,
which controlled sedimentation in those compartments. One such cross structure 15 marked by a prominent




lineament about & lalometres south of the town of Pindobacu, north of which is the Pindobacu Compartment and
to the south s the Jacobina Compartment. Typically, within each compartment there 15 usually one entry point
marked by the thickest, with the biggest pebbles, and typically the richest conglomerates. Dr. Karpeta concluded
that these entry points occur around the Jacohina Mine area in the Jacobina Compartment and potentially around

MWina Velha. five kilometres northwest of Pindobagu, in the Pindobagu Compartment.

Desert Sun s pleased o announce that Naomi Memeth has joined the Company as Vice President of Investor
Relations. Ms. Nemeth has 20 vears of corporate communications expenience, the last ten of which have been
focused on Investor Relations with companies such as Clarica Life Insurance. Barrick Gold and Biovail
Pharmaceuticals. Naomi began here career as a field exploration geologist with Inco in Yukon and Northern
Ontario.

Desert Sun Mining is a Canadian gold mming company listed on the Toronto Stock Exc
Stock Exchange with 100% ownership of the Jacobina Mine and the 155 km long Bahia Gold Belt in the state of
Bahia, in northeastern Brazil. Proven and Probable mineral reserves are 14378000 tonnes at 2.12 g Aul
containing 980,000 ounces of gold. As a result of Desert Sun’s explomation programs to date, Measured and
Indicated resources total 24,800,000 tonnes at 2.53 ¢ Au/t containing 2,050,000 cunces of gold. and Inferred
Resources (otal 22,200,000 tonnes at 2.61 g Aw't containing 1,900,000 ounces of gold. The mineral reserves are

1ange and the American

included within the Measured and Indicated mineral resources. For additional information, please see Desert Sun's
website at www.desertsunmining.com.

Statements in this release that are not historical focts are " forward -looking statemenis " within the meaning of the U5, Private
Securities Litigation Reform Act af 1993, Readers are cautioned that any such statements are not guarantees of fuinre
performance and that actwal developments or results may vary materially from those in these “forward-looking staiements ™.
This news release also uses the terms "measuwred resonwrces”, ‘indicated resources” and inferred resources’ Desert Sun Mining
Corp. advises investors that altheugh these rermy are recognized and reguired by Canadian regulations funder National
Instrument 43-101 Standards of Disclosure for Mineral Projecis), the US. Securities and Exchange Commission does not
recognize them. Investors are cantioned not fo assume that any part or all afthe mineral deposiis in these categories will ever
be converted into reserves, In addition, inferred resources” have a great amount af unceriainty as fo their exisience, and
econamic and legal feasibility. It cannot be assumed that all or any part af an Inferred Mineral Resource will ever be
upgraded fo a higher category. Under Canadian rules, estimates of Inferred Mineral Resowrces may not form the basis of
Teasibility or pre-feasibility studies, or economic studies except for Preliminary Assessment as defined under 43-100. Imeviors
are cdutioned not to assume that pari or all af an inferred resowrce exists, ar is ecanomically or legally mineable.

NOT FOR DISTRIBUTION IN THE UNITED STATES OR THROUGH U.S. NEWSWIRE SERVICES
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May 24, 2005

DESERT SUN TO HOLD CONFERENCE CALL UPDATE
ON THE JACOBINA MINE AND BAHIA GOLD BELT -
MAY 27, 2005, 10:00 AM EST

DESERT SUN MINING CORP. (TSX:DSM., AMEX:DEZ) will hold a conference call on Friday May 27,
2005 to update investors on production activities, mine development programs and exploration results at the
Jacobina Mine and on the Bahia Gold Belt in Brazil. Bruce Humphrey, President and Chief Executive Officer; Peter
Tagliamonte, Chief Operating Officer, Dr. Bill Pearson, Vice President. Exploration and Stephen Woodhead, Chief
Financial Officer, will participate in this call.

Conference Call Details

Date: Friday May 27, 2003
Time: L0000 AM EDT
Local Callers: 4] f-B40-3404

North American Callers: |-866-337-9164
International Callers: [- 4 16-640-3404

An archive recording of this call will be available following the completion of the call on the Events section of the Diesert

Sun website, www desersunmining.com.

Desert Sun Mining isa Canadian gold mining company listed on the Toronto Stock Exchange and the American Stock
Exchange with 100% ownership of the Jacobina Mine and the 155 km long Bahia Gold Belt in the state of Bahia, in
northeastern Brazil. Proven and Probable mineral reserves are 14,378,000 tonnes at 2.12 g Au't containing 980,000
ounces of gold. As a result of the Desert Sun’s exploration programs 1o date, Measured and Indicated resources 1otal
24,300,000 tonnes at 2.53 g Auw't containing 2,050,000 ounces of gold. and Inferred Resources total 22 200,000 tonnes
at 2.61 g Aut containing 1,900,000 cunces of gold. The mineral reserves are included within the Measured and Indicated

mineral resources. For additional information, please see Desert Sun's website al www.desertsunmining.com.

Statements in this release that are not historical facis are "forward Jooking statements " within the meaning of the U.S. Private
Securities Litigation Reform Act af 1995, Readers are cautioned that any such statements are not guaraniees of future performance
and that actual developments or results may vary materially from those in these “forward Joeoking statements ™. This news rdease also
uses the terms "measured resources”, “indicated resources " and inferred resowrces’. Desert Sun Mining Corp. advises investors that
altheugh these terms are recognized and reguired by Canadian regulations (under National Instrument 43-101 Standards af
Disclosure for Mineral Profects), the US. Securities and Exchange Commission does not recognize them. Investors are cautioned not
fa assume that any pari or all af the mineral deposits in these categaries will ever be converied into reserves. In addition, ‘inferred
resaurees' have a great amount of uncertainty as to their existence, and econonic and legal feasibility. If cannor be assumed that all
ar any part of an Inferred Mineral Resource will ever be upgraded o a higher category. Under Canadian rides, estimates of Injerred

Mineral Resowrces may not form the basis of feasibility or pre-feasibility studies, or economic studies except for Preliminary
Assessment as defined wnder 43-101. Investors are cauwtioned noi to assume that part or all of an inferred resowrce exisis, or is
econamically or legally mineable.
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May 26, 2005

DESERT SUN UPDATES OPERATIONAL PROGRESS AT
THE JACOBINA MINE AND EXPLORATION IN THE
BAHIA GOLD BELT, BRAZIL

* First gold sale of 3.200 ounces at US$420 per ounce completed in mid-May 2003

DESERT SUN MINING CORP. (TSX:DSM, AMEX:DEZ) and the Jacobina Mine continue to meel planned
ohjectives with both the mine and the mill making steady progress toward reaching design capacity late m the third quarter
of 2005 Tnitial gold production of 3,200 ounces from development ore was shipped from Jacobina and sold in mid-May
at LIS5420 per ounce.

The plant continues to meet commissioning expectations. In April. the plant processed 60,000 wonnes ata grade of 2.04 g
Aw/tand it is anticipated that the throughput will increase monthly until the full operating capacity of 4,200 tonnes per day
is reached. The production schedulz has been updated tw include the implementation of a number of operational activities
lo mitigate the impact of the long hole drill delivery delay an 20035 production targets. Gold production for 2005 is
projectad to be between 55,000 and 38,000 cunces, a small reduction from the original target of 62,000 oz, established
in the 2005 business plan.

Project costs estimated to the end of May 2005 are US$35 million. The original 2003 SNC Lavalin Feasibility Study
projected costs o this point of US%534 million. The mining costs are on track. Lower development costs, as a result of
greater efficiency, have been offset by later than expected revenue as a result of the delayed delivery of the long hole
drills. At this point, all required equipment 1s on site with the exception of two remaining 335-tonne trucks scheduled for
delvery in June, raising the fleet o its full complement of ten trucks. Pre-operational expenditure in June 20035 1s expected

tov be offset by increasing levels of gold sales.

The new Moo do Vento underground project 1s moving forward with three independent consulting firms working on a
pre-leasibility study. Desert Sun anticipates completion of the mining section of this study in the end of May 2003 and the
milling section by the end of June of this vear.

The project continues to maintain an excellent safety record and over 10,000 hows of safety training and 3.000 hours of
aperator training have been completed.

Exploration

Deesert Sun has received results of Turther drilling and exploration work at the Morro do Vento Extension and Canavieiras
Mine in the Jacobina Mine area and at Pindobagu in the northern portion of the Bahia Gold Belt in northeastern Brazil.
Thus far in 2003, a total of 4 Ldiamond dill holes totaling 7,036 metres have been completed in the Jacobina mine area
targets and nine diamond drill holes totaling 15373 metres at Pindobagu. MNew results from drilling for the Maorro do Vento
Extension, Canavieiras, and Pindobagu areas are shown in Tables 1, 2 and 3. respectively.



Morro do Vento Extension

The Morro do Vento Extension target is located immediately north of the processing plant at the Jacobina Mine area.
Dirilling is testing the down dip extension of mineral resources in the Basal Reel, which was previously mined at shallower
levels, and the little-explored Main Reef, which is about 50 metres stratigraphically above the Basal Reef. As previously
reported (see press release September 14, 2004) hole MCZ-83 intersected 4.94 g Auw't overa true width of 12.6m inthe
Main Reel in the Moro do Vento Extension. In 2005, nine holes totaling 3494 metres have been completed.

Holes MCZ-88 and MCZ-85 returned significant intersections in the Main Reef of 3.25 g Aw/t over a true width of
17.8m and 3.71 g Au/t over 5.3m true width, respectively. The Bazal Reefwas intersected in only two of the five
holes reported due o truncation and/or disruption by faulting. Two additional holes will be completed to test the southem
extension of both reels into the Morro do Vento area immediately to the south. Rehabilitation of the old access levels

(600 and 630 levels) is well advanced and once complete will allow more efficient drilling from underground.

Canavieiras
Dirilling at Canavieiras continues to focus on following up the potential high grade trend identified in Hole 79 which

intersected 14.57 2 Aw/t{13.50 g Au't cut) over a true width of 8.0m and 9.29 ¢ Au/'t{7.75 g Au'tcut) overa true width
of 6.4m. The former Canavieiras Mine is located 3 km north of the processing plant and 1s situated ina 1.2 km long by

400 metre wide block bounded by faults. In 2005 to date, 18 holes totaling 2.694 metres have been completed to test
reefs below the old workings and 14 holes totaling 29 metres have been completed o test extensions of previously

mined reefs.

Hole CAN-72 drilled 35 metres north and 9 metres west of CAN-79 intersected 1.87 g Aw/t over a true width of
23.6m including 2.40 g Aw/t over a true width of 12.2m in the MU (Middle Unit) reef. The &-meire long cross-
cut to provide drill access from the southern end of the old workings is now completed and drilling has commenced to test
the southem extension of reefs both above and below the old workings, A complete re-surveying of the old mine

workings is also in progress,

Pindobacu

Results of four additional holes have been recetved for the Pindobacu area located 30 km north of the town of Jacobina.
Thus far in 2005, nine diamond drill holes totaling 1,573 metres have been completed in the Pindobacu area with assay
results recerved from all of these holes as shown in Table 3 and the previous press release of April 19, 2005, Hole EP-
01, the first hole designed to test the new area of conglomerates previously announced (see press release April 19,
2005), 15 429 metres deep, and has confirmed the presence of a thick package of interbedded quartzites and fuchsitic,
oxidized and locally pyritic conglomerates. Assays for hole EP-01 are pending. In addition, Fugro-Lasa-Geomag has
been contracted to complete addiional induced polarization geophysical surveys in the Pindobagu and new conglomerate
area. Detailed geological mapping and soil geochemical sampling continue to be carned out to better characterize the
extensive mineralized system in the Pindobagu area.

At the Pindobagu target. holes PB-08 and PB-09 are on the same section as PB-01, which intersected 7.20 g Au/t over
a true width of 2.0m. This section s approximately 120 metres north of PB-02 which intersected 5.46 g Au/'t over atrue
width of 21.9m (see press release January 19, 2005), Hole PB-08, which is 47 metres above PB-01. returned 3.89 g
Aw't over a true width of 9.0m includeing a higher grade portion of 7.13 g Aw't over a 4.8m true width. Hole
PB-09, 33m below PB-01, intersected 4.08 g Au/t over a true width of 1.9m. Hole PB-10, collared midway between
the two sections, did not intersect the high grade mineralization suggesting that the zones are probably plunging and. as a
result, were not intersected in this hole.

“The altered and mineralized structure at Pindobagu s very extensive, however further work 1s needed to determine the



geometry of the structural control on the gold mimeralization.” commented Dr. Bill Pearson, P.Geo., Vice President.
Exploration. “Very shortly, we will begin an induced polarization geophysical survey 1o better trace the full extent of the
mineralized zones. We have also retained a structural specialist to assist us. Dnlling of the new area of conglomerates,

which should be excellent host rocks for gold mineralization. 15 also in progress.”

Assaying for the program was carried out by Lakehield Geosol, an IS0 9001, 2000 laboratory based i Brazil, using fire
assay on 30 gram pulps. Cheek assaying is routingly carried out, by ALS Chemex in Vancouver, on 1 0% of sample pulps
and 3% of sample rejects. Independent standard reference samples are also inserted at regular intervals into each batch of
analyses. Security is maintained at the core logging and sampling facility. Dr. Bill Pearson, PuGeo. 1s the Qualified Person
as defined under National Instrument 43- 101 responsible for the scientific and technical work on the program.

Geological Society of Nevada Presentation on the Bahia Gold Belt

On Wednesday May 18, 20035, Dr. Bill Pearson presented a paper entitled “Geology and Gold Mineralization of the
Jacobina Mine and Bahia Gold Belt, Bahia, Brazil™ at the Geological Society of Nevada (GSN Symposium 2003
“Window to the World™) in Reno, Nevada. This presentation features a comparizon of the Jacobina deposits to the world
class gold deposits in Tarkwa, Ghana and Witwatersrand, South Africa prepared by Dr. Paul Karpeta, a well-known

expert on Precambrian quartz pebble conglomerate deposits in these three areas.

“There are strong similarities in the style of sedimentation and gold mineralization at Jacobina to those of the Tarkwa and
Witwatersrand Belts”, commented Dr. Karpeta. “The presence of extensive hydrothermal alteration is very encouraging
and indicative of the possibility of more extensive gold mineralization elsewhere in the Belt in addition to the obvious
potential for extending the known deposits in the Jacobina Mine area” Dr. Karpeta also noted that the amount of
exploration done to date at Jacobina 1s still very limited in comparison to both Tarkwa and Witwatersrand and that
exploration along much of the Bahia Gold Belt is just beginning.

Desert Sun Mining is a Canadian gold mining company listed on the Toronto Stock Exchange and the American Stock
Exchange with 100% cwnership of the Jacobina Mine and the 155 km long Bahia Gold Belt in the state of Bahia. in
northeastern Brazil. Proven and Probable mineral reserves are 14,378,000 tonnes at 2.12 g Aw't contaming 980,000
ounces of gold. As a result of Desert Sun's exploration programs to date, Measured and Indicated resources total
24,200,000 tonnes at 2.53 g Au/t containing 2,050,000 ounces of gold, and Inferred Resources total 22,200,000 tonnes
at2.61 g Au'tcontaining 1,900,000 ounces of gold. The mineral reserves are included within the Measured and Indicated
mineral resources. For additional information, please see Desert Sun’s website at www.desertsunmining.con.

Statements in this release that are not historical facts ave “forward-looking statements " within the meaning of
the ULS. Private Securities Litication Reform Act of 1995, Readers are cautioned that any such statements are
not cuarantees of fiture performance and that actual developments or results may vary materially from those in
these “forward-looking statements™. This news release also uses the terms "measured resonwrces", 'indicated
resources' and "inferved resouwrces’. Desert Sun Mining Corp. advises investors that although these terms are
recognized and required by Canadian remulations (under National Instrument 43- 101 Standards of Disclosure for
Mineral Projects), the US. Securities and Exchange Commission does not recognize them. Investors are
cautioned not to assume that any part ov all of the mineral deposits in these categories will ever be converted into
reserves. In addition, inferved resources” have a great amount of uncertainty as to their existence, and economic
and legal feasibilitv. It cannot be assumed that all oF any part of an Inféerred Mineral Resource will ever he
upgraded to a higher category. Under Canadian rules, estimates of Inferred Mineral Resources may not form the
hasis of feasibility or pre-feasibility studies, or economic studies except for Preliminary Assessment as defined
wnder 43-101. Investors are cautioned not to assume that part or all rf'.f'tm ."h_‘.ft"ﬂ't’:f resouree exisis, or s
economically or legally mineable.
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