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Prospectus
US$90,000,000

5.50% Senior Subordinated Convertible Notes due June 15, 2022
Interest payable June 15 and December 15

Issue price: 100%

The notes will bear interest at a rate of 5.50% per year. Interest will be payable semiannually in arrears on June 15 and
December 15 of each year, beginning December 15, 2007. The notes will mature on June 15, 2022.

The notes will be unsecured obligations and will rank (1) subordinate in right of payment to future unsubordinated
indebtedness for the construction and development of our Brisas project, and will be effectively subordinate to the
extent of the collateral securing such indebtedness, (2) subordinate to senior secured bank indebtedness in right of
payment, and will be effectively subordinate to the extent of the collateral securing such indebtedness, (3) subordinate
in right of payment to any guarantee of the indebtedness described in (1) or (2) by us or any of our subsidiaries for the
period that the guarantee is in effect, (4) equal in right of payment to any of our other existing and future unsecured
and unsubordinated indebtedness, and (5) senior in right of payment to all of our future subordinated debt. However,
the notes will be effectively subordinated to all future secured debt to the extent of the security on such other
indebtedness and to all existing and future obligations of our subsidiaries.

Holders may convert their notes into Class A common shares ( common shares ) based on a conversion rate of 132.626
common shares per US$1,000 principal amount of notes, equivalent to a conversion price of approximately

US$7.54 per share, subject to adjustment, at their option at any time prior to maturity. Subject to the satisfaction of
certain conditions, we may, in lieu of delivering common shares upon conversion of all or a portion of the notes, elect

to pay cash or a combination of cash and common shares. In addition, following certain corporate transactions

described in this prospectus, we will increase the conversion rate for holders who elect to convert notes in connection
with such corporate transactions in certain circumstances.

We may redeem for cash all or a portion of the notes at any time on or after June 16, 2010, until June 15, 2012, at a
purchase price equal to 100% of the principal amount being redeemed, plus accrued and unpaid interest, if any, if the
closing price of our common shares reaches a specified threshold. Beginning on June 16, 2012, we may redeem for
cash all or a portion of the notes at a price equal to 100% of the principal amount being redeemed, plus accrued and
unpaid interest, if any. We may not otherwise redeem any of the notes at our option prior to maturity, except upon the
occurrence of certain changes to the laws governing Canadian withholding taxes.

Holders may require us to purchase all or a portion of their notes on June 15, 2012 at a price equal to 100% of the
principal amount of the notes to be purchased, plus accrued and unpaid interest, if any. In addition, if we experience
specified types of fundamental changes, holders may require us to repurchase all or a portion of their notes at a price
equal to 100% of the principal amount of the notes to be purchased, plus accrued and unpaid interest, if any. We may
choose to pay the purchase price in connection with a purchase of the notes at the option of the holder or upon a
fundamental change in cash, common shares or any combination of cash and common shares.
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For a more detailed description of the notes, see the Description of notes section of this prospectus.

The notes will not be listed on any securities exchange. Our common shares are listed for trading on the American

Stock Exchange ( AMEX ) and on the Toronto Stock Exchange (the TSX ) under the symbol GRZ. On May 14, 2007,
the closing price of the common shares on AMEX and the TSX was US$6.00 and Cdn.$6.68, respectively. The TSX

has conditionally approved the listing of the common shares issuable upon conversion of all or a portion of the notes

offered hereby. Listing is subject to our fulfilling all of the requirements of the TSX on or before August 3, 2007.
Application has also been made to have the common shares issuable upon conversion of all or a portion of the notes

offered hereby listed on AMEX.

Investing in the notes involves a high degree of risk. See Risk factors beginning on page 1.

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

Prospective investors should be aware that the acquisition of the securities described herein is subject to
complex tax rules and may have tax consequences both in the United States and in Canada. See Income tax
considerations. Such consequences for investors who are resident in, or citizens of, the United States may not be
described fully herein.

The enforcement by investors of civil liabilities under the federal securities laws may be affected adversely by
the fact that the company is organized under the laws of the Yukon Territory, Canada, that some of its officers
and directors are residents of Canada, that some of the underwriters or experts named in the prospectus are
residents of Canada, and that a substantial portion of the assets of the company and said persons are located
outside the United States.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the accuracy or adequacy of this prospectus. Any representation

to the contrary is a criminal offense.

The notes will be ready for delivery in book-entry form through the facilities of The Depository Trust Company on or
about May 18, 2007.

JPMorgan RBC Capital Markets
Cormark Securities

May 15, 2007
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In making your investment decision, you should rely only on the information contained or incorporated by
reference in this prospectus. We and the underwriters have not authorized anyone to provide you with any
other information. If you receive any other information, you should not rely on it.

We and the underwriters are offering to sell the securities only in places where offers and sales are permitted.

You should not assume that the information contained in this prospectus is accurate as of any date other than
the date on the front cover of this prospectus. You should not assume that the information contained in the
documents incorporated by reference in this prospectus is accurate as of any date other than the respective
dates of those documents. Our business, financial condition, results of operations and prospects may have
changed since those dates.

Unless stated otherwise, all references to US$, $, or dollars in this prospectus are references to United States
dollars and references to Cdn.$ are to Canadian dollars. See Exchange rate information. Our financial
statements that are incorporated by reference into this prospectus have been prepared in United States dollars

in accordance with generally accepted accounting principles in Canada ( Canadian GAAP ), and are reconciled

to generally
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accepted accounting principles in the United States ( U.S. GAAP ) as described in note 11 to our audited
consolidated financial statements for the year ended December 31, 2006.

References throughout this prospectus to the Company or the terms we, us and our, except as otherwise
indicated in this prospectus, refer primarily to Gold Reserve Inc. and its wholly-owned subsidiaries.

Cautionary note to United States investors

This prospectus, including the documents incorporated by reference in this prospectus, has been prepared in

accordance with the requirements of securities laws in effect in Canada, which differ from the requirements of

U.S. securities laws. Without limiting the foregoing, this prospectus, including the documents incorporated by
reference in this prospectus, uses the terms measured, indicated and inferred resources. U.S. investors are advised that
while such terms are recognized and required by Canadian securities laws, the United States Securities and Exchange
Commission (the SEC ) does not recognize them, including under its Industry Guide 7. As further described in our
annual information form incorporated by reference in this prospectus, under U.S. standards, mineralization may not be
classified as a reserve unless the determination has been made that the mineralization could be economically and
legally produced or extracted at the time the reserve determination is made. See Documents incorporated by reference.
U.S. investors are cautioned not to assume that all or any part of measured or indicated resources will ever be

converted into reserves. Further, inferred resources have a great amount of uncertainty as to their existence and as to
whether they can be mined legally or economically. It cannot be assumed that all or any part of the inferred resources
will ever be upgraded to a higher category. Therefore, U.S. investors are also cautioned not to assume that all or any
part of the inferred resources exist, or that they can be mined legally or economically. Under Canadian disclosure

rules, estimates of inferred mineral resources may not form the basis of feasibility or prefeasibility studies, except in
rare cases. Disclosure of contained ounces is permitted disclosure under Canadian securities laws, however, the SEC
normally only permits issuers to report resources as in place tonnage and grade without reference to unit measures.
Accordingly, information concerning descriptions of mineralization, resources and reserves contained in this
prospectus or in the documents incorporated by reference in this prospectus may not be comparable to information
made public by U.S. companies subject only to the reporting and disclosure requirements of the SEC.

National Instrument 43-101-Standards of Disclosure for Mineral Projects ( NI 43-101 ) is a rule developed by the
Canadian Securities Administrators that establishes standards for all public disclosure an issuer makes of scientific
and technical information concerning mineral projects. Unless otherwise indicated, all reserve and resource estimates
contained in or incorporated by reference in this prospectus have been prepared in accordance with NI 43-101 and the
Canadian Institute of Mining, Metallurgy and Petroleum Classification System and not the SEC s Industry Guide 7.
These standards differ significantly from the requirements of the SEC (including under its Industry Guide 7), and
reserve and resource information contained or incorporated by reference in this prospectus may not be comparable to
similar information disclosed by U.S. companies or in a U.S.-style prospectus.

See Glossary of Significant Terms in the Company s annual information form incorporated by reference in this
prospectus for a description of certain of the mining terms used in this prospectus and in the documents incorporated
by reference in this prospectus.
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The Company
Overview

We are a mining company and have been engaged in the business of exploration and development of mining projects
since 1956. We are presently focusing our management and financial resources on our most significant asset, the
Brisas gold and copper project ( Brisas ), located in Bolivar State, Venezuela.

We acquired Brisas in 1992 and since then we have expended over $100 million on the property. Brisas is one of the
largest undeveloped gold and copper deposits in the world, as measured by its proven and probable reserves of 10.4
million ounces of gold and 1.3 billion pounds of copper. We believe Brisas has many competitive strengths, including:

Attractive production profile Upon start-up, currently expected in 2010, Brisas is expected to yield average annual
production of 456,000 ounces of gold and 60 million pounds of copper over an estimated mine life of 18.5 years.

Low cost production  Cash operating costs are currently anticipated to be in the lower quartile of the worldwide gold
industry cost curve. Brisas is expected to benefit from access to low-cost energy in Venezuela and also from
by-product credits related to copper production. Cash operating costs are estimated at $126 per ounce of gold, net of
copper credits at $1.80 per pound of copper. Cash operating costs at Brisas are highly leveraged to copper, and at
current copper prices Brisas would have negative cash operating costs per ounce of gold produced.

Pre-existing infrastructure Brisas is located approximately three kilometers from a paved highway, a 400 kilovolt
transmission line and a power substation. Additionally, the nearby industrial center of Puerto Ordaz has a seagoing
port, and is accessible by highway.

Attractive geography/geology Brisas is located within a tropical climate zone, near sea level and has relatively flat
topography. Large, disseminated mineralization is conducive to a low-cost, bulk mining method (conventional
open-pit mining and flotation processing using large-scale equipment).

Advanced level of permitting  In early 2007, the Ministry of Environment (the MINAMB ) accepted the Brisas
Environmental and Social Impact Study for the Construction of Infrastructure and for the Exploitation and Processing
of Gold and Copper Ore ( ESIA ), which is the basis for the issuance of all MINAMB permits and authorizations that
we require to ultimately exploit the gold and copper mineralization at Brisas. On March 27, 2007, the MINAMB
issued to us the Authorization for the Affectation of Natural Resources for the Construction of the Infrastructure and
Services Phase of Brisas which allows us to commence certain infrastructure and construction activities at or near the
mine site.

Established position in Venezuela with successful track record We have been present in Venezuela for
approximately 15 years and maintain a constructive relationship with the relevant regulatory authorities in the country.

ii
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Properties

The following description summarizes selected information about Brisas, as well as our Choco 5 exploration property.
Please refer to the our annual information form for the fiscal year ended December 31, 2006, which is incorporated by
reference in this prospectus, for a further description of our properties.

Brisas

Our primary mining asset, Brisas, is located in the State of Bolivar in south-eastern Venezuela. Brisas is
approximately 373 kilometers (230 miles), by paved highway, from Puerto Ordaz. The mine site is three kilometers
from the highway and accessible by an all-weather road.

The principal component of Brisas is a 500-hectare land parcel consisting of the Brisas alluvial concession and the
Brisas hardrock concession beneath the alluvial concession. Together these concessions contain substantially all of the
mineralization identified in the Brisas Report as defined below. Brisas also includes a number of other concessions,
Corporacién Venezolana de Guayana ( CVG ) work contracts and pending applications for land use authorizations and
easements relating to as much as 11,000 hectares of land parcels adjacent to or near the existing Brisas concessions.

The predecessor to the Ministry of Basic Industries and Mining (the MIBAM ) approved the Brisas operating plan
during 2003. Approval of the operating plan by the MIBAM was a prerequisite for submitting the ESIA to the
MINAMB.

Our ESIA was submitted to the MINAMB during July 2005. In early 2007 the MINAMB accepted the ESIA, which is
the basis for the issuance of all MINAMB permits and authorizations that we

iii
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require to ultimately exploit the gold and copper mineralization at Brisas, and on March 27, 2007 issued the
Authorization for the Affectation of Natural Resources for the Construction of Infrastructure and Services Phase of
Brisas.

While the issuance of the Authorization for the Affectation of Natural Resources for the Construction of Infrastructure
and Services Phase of Brisas does not permit us to exploit the gold and copper mineralization at Brisas at this time,
this permit allows us to commence certain infrastructure work detailed below, including various construction activities
at or near the mine site.

We expect to proceed with initial construction activities at Brisas shortly after the completion of this offering. The
activities will include mobilization of SNC-Lavalin, our Engineering Procurement and Construction Management

( EPCM ) contractor, pit dewatering, construction of a man-camp and office complex, clearing and earthworks for the
mill site, and construction of a tailings management facility footprint, eight sedimentation ponds, a power-line
corridor, a 5.7 km conveyor belt and service road corridor, lay down areas, a rock quarry, a sanitary fill and all other
related mine site preparation works. In addition we will continue key activities related to the detailed engineering and
the pursuit of additional authorizations and permits. The timeline for the activities covered by the recently approved
permit is estimated to be 14-16 months at an estimated cost of approximately $100 million.

We are currently working with the MINAMB on an environmental and social evaluation related to the collective
environmental impact of Brisas and surrounding mining and infrastructure projects. During this assessment period and
upon the completion of the evaluation, we expect to receive additional permits or authorizations from the MINAMB
that relate to additional infrastructure approval and the approval of the exploitation phase. We also continue to pursue
additional permits and authorizations from various local, state and federal agencies.

We anticipate an overall 30 month construction period for Brisas and, assuming we receive the required exploitation
permit and appropriate authorizations, we expect commissioning and achievement of commercial production shortly
thereafter. Our estimate of the capital cost for Brisas as of April 2006 is $638 million over the remaining construction
period. Our capital cost estimate excludes value added taxes and import duties, which we expect will be refundable,
but could total as much as $50 million.

Project debt financing

In November 2006, we appointed Corporacién Andina de Fomento, Export Development Canada, UniCredit Group
and WestLB AG as mandated lead arrangers to arrange up to $425 million of project debt for Brisas. Any future
project debt funding is, among other things, subject to satisfactory due diligence findings, sufficient equity capital
being raised for Brisas, market conditions, final credit committee approval and other conditions precedent.

Brisas Report

In February 2005, we, together with independent consultants, completed the Brisas Project Bankable Feasibility
Study. In November 2006, Pincock, Allen & Holt ( PAH ) updated the mineral resource and reserve estimate and

prepared a 43-101 report (the Brisas Report ) for Brisas, which is summarized below.

v
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The Brisas operating plan assumes a large open-pit mine containing proven and probable reserves of approximately
10.4 million ounces of gold and 1.3 billion pounds of copper contained in 485 million tonnes of ore grading 0.67
grams of gold per tonne and 0.13% copper, at a revenue cutoff grade of $3.04 per tonne for hard rock and $3.24 per
tonne for saprolite. Mineral reserves were estimated within a final pit design based on $400 per ounce of gold and
$1.15 per pound of copper.

The Brisas Report anticipates that Brisas, at full production levels, utilizing conventional truck and shovel mining
methods and processing ore at 70,000 tonnes per day, would yield an average annual production of 456,000 ounces of

gold and 60 million pounds of copper over an estimated mine life of approximately 18.5 years.

For purposes of economic analysis, the base case economic model utilized an average price of $470 per ounce of gold
and $1.80 per pound of copper resulting in $126 per ounce of gold cash operating costs net of copper credits and
excluding production taxes.

The Brisas Report included the following updated sensitivity analysis:

Economic Evaluation Base Case and Price Sensitivity (Metal prices move together)

Metal prices Pre-tax

Net Net

Cash present present
Gold Copper cost per Internal rate value value Payback
($/0z) ($/1b) Au oz(1) of return at 0% at 5% (years)(2)

($ millions)

$570 $ 280 $ 24 25.8% $ 3,756 $ 1,812 43
520 2.30 82 20.9% 2,833 1,298 5.2
470 1.80 142 15.4% 1,909 783 6.7
420 1.30 194 9.5% 1,043 303 10.2

(1) Net of copper by-product credit and includes production taxes.

(2) Payback (years) relates to recovery of equity invested as the financial model has been prepared on an after tax,
un-leveraged equity only basis

Brisas mineral reserve as at November 2006
Brisas is estimated to contain a proven and probable mineral reserve of approximately 10.4 million ounces of gold and

1.3 billion pounds of copper. The estimated proven and probable mineral reserve utilizing traditional flotation and
off-site smelter processes is summarized in the following table:

Reserve Au Cu Waste Total
tonnes Grade Grade Au oz. Culb. tonnes tonnes  Strip
Class (millions) (gpt) (%) (thousands) (millions) (millions) (millions) Ratio
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Proven 226.3 0.69 0.12 5,032 601
Probable 258.4 0.64 0.13 5,357 737
Total 484.7 0.67 0.13 10,389 1,338 952.3 1,437.0 1.96
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The mineral reserve (within a pit design) has been estimated using average recovery rates for gold and copper of
approximately 83% and 87% respectively, metal prices of $400 per ounce gold and $1.15 per pound copper and an
internal revenue cut-off of $3.04 per tonne for hard rock and $3.24 per tonne for saprolite.

Brisas mineral resource estimate as at November 2006

The estimated measured and indicated mineral resource utilizing an off-site smelter process is summarized in the
following table and includes the mineral reserve estimate shown above:

Measured Indicated Measured and Indicated
Au Eq Cut-off Grade Au Cu Au Cu Au Cu
(In millions) (0z) (Ib) (0z) (Ib) (oz) (Ib)
0.40 5.527 657 6.621 927 12.148 1,584

The mineral resource and gold equivalent (AuEq) cut-off is based on $400 per gold ounce and $1.15 per pound
copper. The inferred mineral resource, based on an off-site smelter process (0.4 gram per tonne gold equivalent
cutoff), is estimated at 114.9 million tonnes containing 0.590 grams gold per tonne and 0.12 percent copper, or
2.18 million ounces of gold and 294 million pounds of copper.

The Choco 5 property

The Choco 5 property is an early stage gold exploration property located in the El Callao mining district in
southeastern Venezuela. Several mining companies are active in the area and adjacent to the property is a producing
gold mine owned and operated by Gold Fields Limited. The Choco 5 property has substantially the same regional
infrastructure as Brisas, being the same highway system and regional and local services and is 5,000 hectares in land
size. Choco 5 is not currently a material property for purposes of NI 43-101.

Corporate offices and registered agent

Our registered agent is Austring, Fendrick, Fairman & Parkkari, The Drury Building, 3801 Third Avenue, Whitehorse,
Yukon Y1A 4Z7. Telephone and fax numbers for our registered office are (867) 668-4405 and (867) 668-3710,
respectively. Our Brisas corporate administrative office is located at 926 West Sprague Avenue, Suite 200, Spokane,
Washington 99201. Our Venezuelan administrative and technical offices are located in Caracas and Puerto Ordaz,
Venezuela. The telephone and fax numbers for our administrative office located in Spokane, Washington are

(509) 623-1500 and (509) 623-1634, respectively. We also maintain technical staff in Toronto, Canada and Denver,
Colorado.

vi
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The offering

The following summary contains basic information about the notes and is not intended to be complete. It does not
contain all the information that is or could be important to you. For a more complete understanding of the notes,

please refer to the sections of this prospectus entitled Description of notes and Description of share capital. Unless
otherwise indicated, the information in this prospectus assumes that the underwriters do not exercise their option to
purchase additional notes.

Issuer Gold Reserve Inc.

Notes offered $90,000,000 (or $103,500,000 aggregate principal amount if the underwriters exercise
their over-allotment option in full) aggregate principal amount of 5.50% Senior
Subordinated Convertible Notes due June 15, 2022.

Maturity date June 15, 2022.

Interest 5.50%. Interest on the notes will accrue from May 18, 2007. Interest will be payable
semiannually in arrears on June 15 and December 15 of each year, beginning
December 15, 2007.

Conversion rights Holders may convert their notes into common shares at the applicable conversion rate,
prior to the close of business on the business day immediately preceding the maturity
date, in multiples of $1,000 principal amount.

The initial conversion rate for the notes is 132.626 Class A common shares per $1,000
principal amount of notes (equal to a conversion price of approximately $7.54 per
share), subject to adjustment.

Upon conversion, we will have the option to deliver cash, common shares or a
combination of cash and common shares.

In addition, following certain corporate transactions that occur prior to maturity, we
will increase the conversion rate for a holder who elects to convert its notes in
connection with such corporate transactions by a number of additional common shares
as described under Description of notes Conversion rights Adjustments to shares
delivered upon conversion upon certain fundamental changes.

You will not receive any additional cash payment or additional shares representing
accrued and unpaid interest and additional interest, if any, upon conversion of a note,
except in limited circumstances. Instead, interest will be deemed paid by the common
shares and cash, if any, issued to you upon conversion.

Fundamental change If we undergo a fundamental change as defined in this prospectus, we will be required
to offer to purchase all of the outstanding notes at a price equal to 100% of the
principal amount of the notes to be purchased plus any accrued and unpaid interest to,
but excluding, the fundamental change repurchase date, subject to certain
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exceptions. We may choose to pay cash, common shares or a combination of cash and
common shares for all notes so repurchased.

You have the right to require us to purchase all or a portion of your notes on June 15,
2012 at a repurchase price equal to 100% of the principal amount of the notes to be
repurchased, plus accrued and unpaid interest to, but excluding, June 15, 2012. We may
choose to pay cash, common shares or a combination of cash and common shares for
all notes so repurchased.

At any time on or after June 16, 2010, until June 15, 2012, we may redeem the notes, in
whole or in part, for cash at a price equal to 100% of the principal amount being
redeemed plus accrued and unpaid interest to, but excluding, the redemption date, if the
closing sale price of our common shares is equal to or greater than 150% of the
applicable conversion price then in effect for at least 20 trading days in the period of 30
consecutive trading days ending on the trading day prior to the date of mailing of the
notice of redemption. Beginning on June 16, 2012, we may redeem for cash all or a
portion of the notes at a price equal to 100% of the principal amount being redeemed,
plus accrued and unpaid interest to, but excluding, the redemption date.

In the event of certain changes to the laws governing Canadian withholding taxes, we
will have the option to redeem, in whole but not in part, the notes for a purchase price
equal to 100% of the principal amount of the notes to be purchased plus any accrued
and unpaid interest to, but excluding, the repurchase date but without reduction for
applicable Canadian taxes (except in respect of certain excluded holders). Upon our
giving a notice of redemption, a holder may elect not to have its notes redeemed, in
which case such holder would not be entitled to receive the additional amounts referred
toin  Additional amounts below after the redemption date.

All payments made by us with respect to the notes will be made without withholding or
deduction for Canadian taxes unless we are legally required to do so, in which case we
will pay such additional amounts as may be necessary so that the net amount received
by holders of the notes (other than certain excluded holders) after such withholding or
deduction will not be less than the amount that would have been received in the
absence of such withholding or deduction.

If there is an event of default under the notes, the principal amount of the notes, plus
accrued and unpaid interest, if any, may be declared immediately due and payable.
These amounts automatically become due and payable if an event of default relating to
certain events of bankruptcy, insolvency or reorganization occurs.

viii
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The notes will be unsecured obligations and will rank (1) subordinate in right of
payment to future unsubordinated indebtedness for the construction and development
of Brisas, and will be effectively subordinate to the extent of the collateral securing
such indebtedness, (2) subordinate to senior secured bank indebtedness in right of
payment, and will be effectively subordinate to the extent of the collateral securing
such indebtedness, (3) subordinate in right of payment to any guarantee of the
indebtedness described in (1) or (2) by us or any of our subsidiaries for the period that
the guarantee is in effect, (4) equal in right of payment to any of our other existing and
future unsecured and unsubordinated indebtedness, and (5) senior in right of payment
to all of our future subordinated debt. However, the notes will be effectively
subordinated to all future secured debt to the extent of the security on such other
indebtedness and to all existing and future obligations of our subsidiaries. As of
December 31, 2006, we had no outstanding long-term indebtedness and our
subsidiaries had no outstanding indebtedness, other than intercompany indebtedness
and trade payables.

Concurrently with this offering, we are offering to the public 12,800,000 of our
common shares (14,720,000 common shares if the underwriters exercise their
over-allotment option in full). Neither this offering, nor the common share offering, is
contingent on the completion of the other. See Concurrent offering.

We estimate that the net proceeds from this offering will be approximately

$85.2 million (or approximately $98.1 million if the underwriters exercise their
over-allotment option in full), after deducting underwriting fees and estimated
expenses. We estimate that the net proceeds from the concurrent common share
offering will be approximately $69.6 million (or approximately $80.0 million if the
underwriters exercise their over-allotment option in full), after deducting underwriting
fees. We intend to use the net proceeds of this offering and the concurrent offering to
fund construction activities, equipment purchases and ongoing development of Brisas.

The notes will be issued in book-entry form and will be represented by permanent
global certificates deposited with, or on behalf of, The Depository Trust Company, or
DTC, and registered in the name of a nominee of DTC. Beneficial interests in any of
the notes will be shown on, and transfers will be effected only through, records
maintained by DTC or its nominee and any such interest may not be exchanged for
certificated securities, except in limited circumstances.

X
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The notes will not be listed on any securities exchange. Our common shares are listed
on the American Stock Exchange and on the Toronto Stock Exchange under the
symbol GRZ.

The notes and common shares issuable upon conversion of the notes will be subject to
special and complex tax rules. Holders are urged to consult their own tax advisors with
respect to the U.S. and Canadian federal, state, provincial, local and foreign tax
consequences of purchasing, owning and disposing of the notes and the common shares
issuable upon conversion of the notes. See Income tax considerations.

Potential investors that are U.S. taxpayers should be aware that we believe we are
currently a passive foreign investment company, or PFIC, and we expect to be a PFIC
for all taxable years prior to the time Brisas begins production. For more information

on tax considerations related to our PFIC status see Income tax considerations

U.S. federal income tax considerations.

See Risk factors in this prospectus for a discussion of factors you should carefully
consider before deciding to invest in the notes.

X
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Risk factors

Our securities should be considered a speculative investment involving a high degree of risk due to the nature of our
business. Prospective investors should carefully consider all of the information disclosed in this prospectus, including
all documents incorporated by reference, prior to making an investment decision regarding our securities. The
following risk factors, as well as risks not currently known to us, could materially adversely affect our business,
financial condition and results of operations and could cause actual events to differ materially from those described in
forward-looking statements relating to us. In that event, the market price of our securities could decline and an
investor could lose all or part of its investment.

Risks relating to the Company
Our mining assets are concentrated in Venezuela and our operations are subject to inherent local risks.

Our exploration and development activities in Venezuela are affected by certain factors, including those listed below,
some of which are beyond our control. Any one of these factors could have a material adverse affect on our financial
condition and results of operations.

Political and economic environment

All of our mineral properties are located in Venezuela and, as such, we are subject to political and economic risks,
including:

the effects of local political, labor and economic developments, instability and unrest;

significant or abrupt changes in the applicable regulatory or legal climate;

corruption, requests for improper payments or other actions that may violate Canadian and U.S. foreign corrupt
practices acts, uncertain legal enforcement and physical security;

limitations on mineral exports;

invalidation, confiscation, expropriation or rescission of permits, authorizations, agreements, property rights or
governmental orders;

exchange controls and export or sale restrictions;

currency fluctuations and repatriation restrictions;

competition with companies from countries that are not subject to Canadian and U.S. laws and regulations; and
laws or policies of foreign countries and Canada affecting trade, investment and taxation.

The Venezuelan government has in the past exercised, and continues to exercise, significant influence over what the
government considers to be strategic Venezuelan industries. For example, on May 1, 2007, foreign oil companies
agreed to cede operational control of their projects to the Venezuelan national oil company as demanded by the
Venezuelan government. These actions have created uncertainty about the business environment in Venezuela for
foreign companies. There can be no assurance that the Venezuelan government will not take similar measures relating
to other sectors of the Venezuelan economy, including foreign mining operations.

These risks may limit or disrupt any of our operations or result in the deprivation of contractual rights or the taking of
property by nationalization, expropriation or other means without fair compensation. We do not currently maintain
any insurance covering losses or obligations related to political risks and will only do so in the future if it is available
on a cost-effective basis.
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Required permits or authorizations for Brisas

We are dependent on Venezuelan regulatory authorities issuing to us various permits and authorizations relating to
Brisas that we require prior to completing construction of, and subsequently operating, Brisas. Consistent with other
mining projects of this magnitude and in addition to permits or authorizations that must be received from the
MINAMB, we need to receive a number of other permits or authorizations from various local, state and federal
agencies.

In early 2007 the MINAMB accepted the ESIA, which is the basis for the issuance of all MINAMB permits and
authorizations that we require to ultimately exploit the gold and copper mineralization at Brisas. On March 27, 2007,
the MINAMB issued to us the Authorization for the Affectation of Natural Resources for the Construction of
Infrastructure and Services Phase of Brisas, which allow us to commence certain infrastructure and construction
activities at or near the mine site. We can give no assurance that the issuance of additional local, state and federal
permits and authorizations that we require for Brisas will not be delayed or withheld, or that any existing rights or
approvals already issued or granted to us for our operations in Venezuela will not be rescinded or otherwise
challenged. The reasons for any such action could relate to a number of factors noted in this prospectus and in the
documents incorporated by reference in this prospectus, some of which are outside of our control. As a result, we are
unable to provide any assurance as to if and when the remaining required Venezuelan permits and authorizations will
be issued to us. Failure to obtain any permit or authorization required for the construction or operation of Brisas would
result in a material adverse affect on our financial condition and results of operations.

Government review of contracts and concessions for compliance

In 2005, the Venezuelan government announced that it intended to review all foreign investments in non-oil basic
industries, including gold projects. As part of that review, the Venezuelan government announced that it would be
changing the country s existing mining title regime to a system where all new economic interests would be granted in
the form of joint ventures or operating contracts. In order to effect this change, a new draft mining law was submitted

to the National Assembly which provided, among other things, for the control of primary mining activities exclusively
by the state. This would occur either directly through a national mining company or via a joint venture with private
entities in which the state would hold more than 50% of the capital stock of the joint venture. The Venezuelan
government also announced that it would review existing concessions and contracts to determine if the holder was in
compliance with the existing terms and conditions of such concessions and contracts and whether the holder was

entitled to continue their original work under the original terms and conditions and qualify under the new regime.

Although we believe that all of our properties are in compliance with applicable regulations, the formal public
announcement of the results of the compliance review has not been made and it is unclear when such formal public
announcement will take place or whether the final policy when announced will be consistent with prior public
statements. In addition, the draft mining law has yet to be enacted and implemented. Although we believe the draft
law does not propose to extinguish pre-existing mining concessions that are in compliance with and granted under
previous mining legislation, such as those held by us, it is unclear what provisions the final law will contain, if or
when they will be enacted, or how those final provisions will impact our operations in Venezuela in the future. Among
other things, this law when enacted
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may adversely affect our ability to renew, or otherwise render unenforceable the renewal clauses contained in, any or
all of our mining concessions. If the renewal of any of our significant concessions relating to Brisas is denied, this
would have a material adverse effect on us. Until the draft law is finalized and enacted, the previous mining legislation
remains in force. We cannot provide any assurance that the creation of a state mining company will not materially
adversely affect our ability to develop and operate our Venezuelan properties (including our ability to renew our
mining concessions) or that we will not be required to enter into a joint-venture that is controlled by the Venezuelan
government in order to develop and operate Brisas.

Currency and exchange controls

In 2003, the Central Bank of Venezuela ( BCV ) enacted exchange control regulations as a measure to protect
international reserves. Since March 2005, the official exchange rate has been set at approximately 2,150 Venezuelan
Bolivars per U.S. dollar. The Venezuelan government has also introduced regulations concerning exports from
Venezuela, which currently require all goods and services to be invoiced in the currency of the country of destination
or in U.S. dollars. Although these regulations have not to date adversely affected our operations as we primarily
transfer funds into Venezuela for our operations, this will change in the future to the extent that we begin producing
and exporting gold and copper from Venezuela. We are unable to predict at this time the future impact, if any, that
these currency and exchange controls will have on our future operations. Both future fluctuations of the Venezuelan
Bolivar against the U.S. dollar as well as exchange controls could negatively impact our financial condition.

The BCV allows gold mining companies to sell up to 85% of their production on the international market. The
remaining 15% may be required by the government to be sold domestically at the current market price, which is paid
in Venezuelan currency. Gold sold domestically to BCV is assessed a maximum tax of 1% of the value of gold as
compared to the amount stated in the mining law. At this time there is no requirement to sell copper domestically but
we cannot be sure that the government will not require domestic sales of copper in the future.

Unauthorized small miners

Although we are not aware of any unauthorized small miners currently located on Brisas, a significant number of
unauthorized small miners have from time to time occupied various properties near or adjacent to Brisas. The methods
used by the small miners to extract gold from surface material are typically environmentally unsound and in general
their presence can be disruptive to the rational development of a mining project such as Brisas. Notwithstanding that
we maintain a security presence and have implemented other procedures to mitigate the risk that the small miners
might try to occupy Brisas, we can give no assurances that such activities will not occur in the future.

Imataca forest reserve

Brisas is located within the boundaries of the 3.75 million hectare Imataca Forest Reserve (the Imataca Forest ) in an
area presently approved by Presidential Decree for mining activities. On September 22, 2004, after public
consultation, Presidential Decree 3110 was published in the Official Gazette identifying approximately 12% of the
Imataca Forest in south-eastern Venezuela to be used for mining activities. Decree 3110 was issued in response to
legal challenges to prior Presidential Decree 1850, which opened an even larger part of the Imataca Forest to mining
and
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other activities and which had become subject to a legal challenge before the Venezuelan Supreme Court. In 1997, the
Venezuelan Supreme Court issued a cautionary pronouncement as an interim measure pending a final ruling ordering
the MIBAM to abstain from granting concessions, authorization or other acts relating to mining exploration or
exploitation in the Imataca Forest.

We have been advised that the legal proceeding before the Venezuelan Supreme Court became moot upon the
issuance of Decree 3110. Although since the issuance of Decree 3110, the MIBAM has, on a selective basis, issued
concessions, authorizations and other acts relating to mining exploration or exploitation in the Imataca Forest, we can
give no assurances, given that the legal proceeding has not been formally terminated in the Venezuelan Supreme
Court, that the MIBAM will, in the future, issue permits or authorizations required to complete construction of, and
subsequently operate, Brisas.

Venezuelan environmental laws and regulations

Venezuela maintains environmental laws and regulations for the mining industry that impose specific obligations on
companies doing business in the country. The MINAMB, which administers Venezuelan environmental laws and
regulations, proscribes certain mining recovery methods deemed harmful to the environment and monitors mining
activities to ensure compliance. Venezuela s environmental legislation provides for the submission and approval of
environmental impact statements for certain operations and provides for restrictions and prohibitions on spills,
releases or emissions of various substances produced in association with certain mining industry operations, such as
seepage from tailings disposal areas, which could result in environmental pollution. A breach of current or future
environmental legislation may result in the imposition of fines and penalties or the suspension or closure of any future
operations, the extent of which cannot be predicted. Insurance covering losses or obligations related to environmental
liabilities is not maintained and will only be maintained in the future if available on a cost-effective basis. Although
we believe that we have adopted a high standard of environmental compliance, failure to comply with or unanticipated
changes in such laws and regulations in the future could have a material adverse impact on our financial condition and
results of operations.

Challenges to mineral property titles or contract rights

Acquisition of title or contract rights to mineral properties is a very detailed and time-consuming process under
Venezuelan law. Mining properties sometimes contain claims or transfer histories that examiners cannot verify, and
transfers can often be complex. From 1992 to late 1994 we were involved in a lawsuit relating to the ownership of
Brisas. We successfully defended our ownership rights in the Venezuelan courts and subsequently settled the lawsuit
for a substantial sum. Although we believe that we have the necessary title and rights to all of the properties for which
we hold concessions or other contracts and leases, we cannot be certain that someone will not challenge or impugn
title or contract rights to such properties in the future or whether such challenges will be by third parties or a
government agency. We do not carry title insurance with respect to our mineral properties. A claim that we do not
have title or contract rights to a property could have an adverse impact on our business in the short-term, and a
successful claim that we do not have title or contract rights to a property could cause us to lose our rights to build
infrastructure on or mine that property, perhaps without compensation for our prior expenditures relating to that

property.
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In addition to the Brisas alluvial and hardrock concessions, we have also applied to the appropriate government
agencies for various contracts, land use agreements and easements allowing the use of certain land parcels contiguous
to and nearby Brisas for operational and infrastructure needs. Although these applications were contained in an
operating plan that has already been approved by the appropriate regulatory agencies, we can give no assurances when
such applications will be approved, if ever.

Compliance with other laws and regulations

In addition to being subject to environmental laws and regulations, our activities are subject to extensive laws and
regulations governing health and worker safety, employment standards, waste disposal, protection of historic and
archaeological sites, explosives, mine development and protection of endangered and protected species and other
matters. We are required to have a wide variety of permits from governmental and regulatory authorities to carry out
our activities. Obtaining the necessary permits is critical to our business.

Obtaining and maintaining permits is a complex, time consuming process and, as a result, we cannot assess whether
necessary permits will be obtained or maintained on acceptable terms, in a timely manner or at all. The failure of the
Venezuelan government to approve the required permits or authorizations could have a material adverse impact on our
future operating results. Any failure to comply with applicable laws and regulations or the failure to obtain or maintain
permits or authorizations, even if inadvertent, could result in the interruption of our operations or civil or criminal
fines or penalties or enforcement actions, including orders issued by authorities enjoining or curtailing operations or
requiring corrective measures, any of which could result in us incurring significant expenditures.

Our future results depend on Brisas.

We depend on a single project, Brisas, which is a development stage project and which may never be developed into a
commercially viable ore body. Any adverse event affecting Brisas, or our ability to finance and/or construct and
operate this project, would have a material adverse impact on our financial condition and results of operations.

We do not currently, and may never, have sufficient funds to develop our mineral properties, including Brisas.

We have limited financial resources. As of April 30, 2007, we had approximately $21 million in cash and investments.
We currently do not generate revenue from operations and have historically financed operating activities primarily
from the sale of common shares or other equity securities. In the near-term, we believe that cash and investment
balances are sufficient to enable us to fund our construction activities into 2008 (excluding any substantial Brisas
construction activities). The completion of, and the amount of the proceeds raised in, this offering and the concurrent
offering will directly affect our ability to carry out our plans for further development of Brisas. Specifically, if we do
not successfully complete both this offering and the concurrent offering, or if we receive less than the total amount of
proceeds we seek to raise in this offering or the concurrent offering, we may not have sufficient funding to carry out
all of the planned purchases and development regardless of whether we receive any additional required permits or
authorizations that would otherwise allow us to proceed with additional development or, ultimately, exploitation. See

Use of proceeds. We cannot provide any assurance that we will be able to complete this offering or the concurrent
offering or, if
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completed, whether we will raise the total amount contemplated. We also believe that, in addition to the proceeds we
are seeking to raise through this offering and the concurrent offering, we will need additional funding to complete
construction of and begin mining, Brisas. We cannot provide any assurance that we will be able to obtain the
additional funding that will be needed to construct Brisas on acceptable terms, or at all. If sufficient financing is not
available, we will be unable to complete construction and begin operating Brisas.

Actual capital costs, operating costs, production and economic returns may differ significantly from those we have
anticipated and there are no assurances that our development activities will result in profitable mining operations.

The Brisas Report contemplates an overall capital expenditure relating to Brisas of approximately $638 million,
excluding value added taxes and import duties which could total as much as $50 million. Although we are in the
process of preparing applications for tax exonerations or payment holidays for certain taxes which are provided for by
law, including value added tax and import duty tax on the initial capital costs, there can be no assurances that those
exonerations and payment holidays will be obtained. This would result in an increase in the initial capital required to
place Brisas into production. Although actual costs will not be known until firm equipment orders are placed with
suppliers, due to the passage of time and increases in the cost of certain mine equipment and components of the
milling facility, we expect overall capital expenditures relating to Brisas to increase.

The Brisas Report was completed to update the economic viability of the Brisas mineralized deposit. Many factors are
involved in the determination of the economic viability of mining a mineralized deposit, including the delineation of
satisfactory mineral reserve estimates, the level of estimated metallurgical recoveries, capital and operating cost
estimates, construction, operation, permit and environmental requirements, and the estimate of future gold and copper
prices. In particular, recent increases in gold prices have led to increases in mining exploration, development and
construction activities, which have resulted in increased demand for, and cost of, exploration, development and
construction services, personnel and equipment. This could cause our project costs to increase materially and result in
delays if services, personnel or equipment cannot be obtained in a timely manner. In addition, we may experience
potential scheduling difficulties and cost increases to the extent that we need to coordinate the availability of services,
personnel or equipment. Capital and operating cost estimates are based upon many factors, including anticipated
tonnage and grades of ore to be mined and processed, the configuration of the ore body, ground and mining conditions
and anticipated environmental and regulatory compliance costs and continued low energy costs. Each of these factors
involves uncertainties and the making of assumptions and, as a result, we cannot give any assurance that the Brisas
Report will prove accurate with respect to construction and development of Brisas or that any key finding or
underlying assumption will not prove to be inaccurate for reasons outside of our control, including changes in costs as
a result of the passage of time between the completion of the Brisas Report and the date any construction commences.
It is not unusual in new mining operations to experience unexpected problems during development. As a result, the
actual cost and time of placing Brisas into production could differ significantly from estimates contained in Brisas
Report. Likewise, should Brisas be developed, actual operating results may differ from those originally anticipated.

6
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There are differences in U.S. and Canadian practices for reporting reserves and resources.

Our reserve and resource estimates are not directly comparable to those made by companies subject to SEC reporting
and disclosure requirements, as we generally report reserves and resources in accordance with Canadian practices.
These practices are different from the practices used to report reserve and resource estimates in reports and other
materials filed with the SEC. It is Canadian accepted practice to report measured, indicated and inferred resources,
which are not permitted in disclosure filed with the SEC by United States domestic issuers. In the United States,
mineralization may not be classified as a reserve unless the determination has been made that the mineralization could
be economically and legally produced or extracted at the time the reserve determination is made. Prospective United
States investors are cautioned not to assume that all or any part of measured or indicated resources will ever be
converted into reserves. Further, inferred resources have a great amount of uncertainty as to their existence and as to
whether they can be mined legally or economically. Disclosure of contained ounces is permitted disclosure under
Canadian securities laws; however, the SEC only permits issuers to report resources as in place tonnage and grade
without reference to unit measures. Accordingly, information concerning descriptions of mineralization, reserves and
resources contained in this prospectus may not be comparable to information made public by domestic United States
companies subject to the reporting and disclosure requirements of the SEC. See Cautionary note to United States
investors.

Actual mineralization may vary from current estimates in the future.

Unless otherwise indicated, mineralization figures presented in this prospectus and in our filings with securities
regulatory authorities, press releases and other public statements that may be made from time to time are based upon
estimates made by independent geologists and our internal geologists. When making determinations about whether to
advance any of our projects to development, we must rely upon such estimated calculations as to the mineral reserves
and grades of mineralization on our properties. Until ore is actually mined and processed, mineral reserves and grades
of mineralization must be considered only as estimates. These estimates are imprecise and depend upon geological
interpretation and statistical inferences drawn from drilling and sampling analysis that may prove to be unreliable.
These estimates may require adjustments or downward revisions based upon actual production experience. In
addition, due to geologic variations within areas mined, the grade of ore ultimately mined, if any, may differ from that
indicated by the Brisas Report and drill results. There can be no assurance that minerals recovered in small-scale tests
will be duplicated in large scale tests under on-site conditions or in production scale. Actual quality and characteristics
of deposits cannot be fully assessed until mineralization is actually mined and, as a result, mineral reserves may
change over time to reflect actual experience.

The resource estimates contained in this prospectus have been determined and valued based on assumed future prices,
cut-off grades and operating costs that may prove to be inaccurate. Extended declines in market prices for gold or
copper may render portions of our mineralization uneconomic and result in reduced reported mineralization or may
adversely affect the commercial viability of Brisas or our other properties. Any material reductions in estimates of
mineralization, or of our ability to extract this mineralization, could have a material adverse effect on our financial
condition and results of operations.
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Risks inherent in the mining industry could have a significant impact on our future operations.
Gold and copper projects are subject to all of the risks inherent in the mining industry, including:

environmental hazards;

industrial accidents;

fires, flooding and high-wall failure;

inability to obtain suitable or adequate machinery, equipment or labor;
unusual or unexpected geologic formations; and

periodic interruptions due to inclement or hazardous weather conditions.

These risks could result in damage to, or destruction of, mineral properties and production facilities, personal injury,
environmental damage, delays, monetary losses and legal liability. Insurance covering such catastrophic liabilities is
not maintained and will only be maintained in the future if available on a cost-effective basis.

Operating losses are expected to continue until we construct an operating mine.

We have experienced losses from operations for each of the last five years as the result of, among other factors,
expenditures associated with corporate activities on Brisas, as well as other unrelated non-property expenses that are
recorded in our consolidated statement of operations. We expect this trend to continue until sometime after Brisas is
operational. In addition, such losses may increase after this offering if we obtain additional financing and begin
substantial construction of Brisas. Although this trend is expected to reverse if and when gold and copper are
produced at Brisas in commercial quantities at prices equal to or in excess of the prices assumed in Brisas Report, we
can give no assurances that this trend will ultimately be reversed as a result of any operations at Brisas.

We may incur costs in connection with future reclamation activities that may have a material adverse effect on our
earnings and financial condition.

We are required to obtain government approval of our plan to reclaim Brisas after any minerals have been mined from
the site. The Brisas reclamation plan has been incorporated into the environmental studies submitted to the MINAMB.
Reclaiming Brisas is expected to take place during and after the active life of the mine. In accordance with applicable
laws, bonds or other forms of financial assurances have been provided by us to guarantee compliance with
environmental and social measures designed to mitigate, reduce or eliminate the impact of our permitted activities for
the initial phase of construction. We will provide additional bonds for the reclamation of the mine. We may incur
costs in connection with these reclamation activities in excess of such bonds or other financial assurances, which costs
may have a material adverse effect on our earnings and financial condition. We expect to establish a reserve for future
site closure and mine reclamation costs based on the estimated costs to comply with existing reclamation standards.
There can be no assurance that our reclamation and closure accruals will be sufficient or that we will have sufficient
financial resources to fund such recl