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Management’s Discussion and 
Analysis of Operations and Financial 
Condition
(United States Dollars unless otherwise specified, in 
accordance with Canadian generally accepted accounting 
principles (“GAAP”))
A cautionary note regarding forward-looking statements follows this Management’s 
Discussion and Analysis of Operations and Financial Condition.

1.	 CORE BUSINESS
Yamana Gold Inc. (the “Company” or “Yamana”) is a Canadian-
based gold producer engaged in gold mining and related 
activities, including exploration, extraction, processing and rec-
lamation. The Company has significant properties involved in 
gold and other precious metal production, development, explo-
ration and land positions throughout the Americas including 
Brazil, Chile, Argentina, Mexico and Colombia.

The Company plans to continue to build on its produc-
tion base through existing operating mine expansions and 
throughput increases, development of new mines, the 
advancement of its exploration properties and by targeting 
other gold consolidation opportunities in the Americas. 

The Company is listed on the Toronto Stock Exchange 
(Symbol: YRI), the New York Stock Exchange (Symbol: AUY) 
and  the London Stock Exchange (Symbol: YAU).

2.	 HIGHLIGHTS
Financial
•	Revenues of $346.3 million, more than 60% higher than the 

same quarter of 2009.
•	Mine operating earnings of $129.9 million, representing an 

increase of 99% from the first quarter of 2009.
•	Gross margin from continuing operations of 58% compared 

with 52% of the first quarter of 2009. 
•	Net earnings of $79.5 million, or $0.11 per share basic.
•	Adjusted Earnings of $73.2 million or $0.10 per share:

•	Cash flows of $125.7 million from continuing operations 
after changes in non-cash working capital and cash flows of 
$137.8 million from continuing operations before changes in 
non-cash working capital (a non-GAAP measure), represent-
ing increases of over 120% and 103%, respectively, from the 
first quarter of 2009.

•	Debt repayments of $25.0 million during the quarter.
•	Cash and cash equivalents at March 31, 2010, of 

$222.0 million. 

Operational
Production from continuing operations of 239,838 gold 
equivalent ounces (“GEO”) (gold production from continu-
ing operations of 190,666 ounces and silver production of 
2.7 million ounces), a 6% increase from the same quarter of 
2009. Production on a mine-by-mine basis is broken down 
as follows:

For the three months ended March 31, 

(In GEO) 2010 

Chapada  27,794 

El Peñón  108,437 

Jacobina  25,022 

Gualcamayo  29,462 

Minera Florida  20,630 

Fazenda Brasileiro  14,738 
  

For the three months ended March 31,   

(In millions of United States Dollars, except per share amounts)  2010 

Net earnings $  79.5 

Non-cash unrealized foreign exchange gains   (5.7)

Non-cash unrealized gains on derivatives   (4.6)

Non-recurring business acquisition costs   0.8 

Stock-based and other compensation   5.6 

Future income tax recovery on translation of intercompany debt   (3.8)

Other non-recurring loss   1.1 

Adjusted Earnings before income tax effects   73.0 

Income tax effect of adjustments   0.2 

Adjusted Earnings (i) $  73.2 

Adjusted Earnings per share (i) $  0.10 

(i) Non-GAAP measure—see Section 6.
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•	In its first full quarter of owner-mining, quarterly production 
increased at El Peñón by 29% compared to the first quarter 
of 2009.

•	Production increased at Minera Florida by 7% compared with 
the first quarter of 2009, despite the disruption caused by 
the February 27, 2010, earthquake in Chile. Mining opera-
tions returned to full capacity by mid-March and processing 
resumed full capacity by the second half of March.

•	Commercial production from Gualcamayo of 29,462 ounces 
of gold, a 44% increase compared with commissioning 
production in the first quarter of 2009.

•	By-product cash cost of $86 per GEO from continuing 
operations.

•	Co-product cash costs from continuing operations of 
$423 per GEO, with co-product costs from wholly owned 
mines as follows:

For the three months ended March 31, 

(In United States Dollars per GEO)  2010 

Chapada $ 346

El Peñón $ 384

Jacobina $ 687

Gualcamayo $ 443

Minera Florida $ 363

Fazenda Brasileiro $ 622
   

•	Co-product cash costs per pound of copper at Chapada 
of $1.24 on production of 29.7 million pounds of copper 
contained in concentrate.

Development and Exploration
•	Completed basic engineering and advanced mine develop-

ment at Mercedes; purchased key lead-time items with 
construction expected to begin in May 2010.

•	Advancement of tailings reprocessing program at 
Minera Florida.

•	Completed basic engineering and advanced detailed engi-
neering at C1 Santa Luz. Mine construction is expected to 
begin in 2010 with production start-up in 2012.

•	Undertook several optimization initiatives, and as part of 
these initiatives most recently the Company received an 
updated mine plan for Agua Rica prepared by an indepen-
dent engineering consulting firm. The project would deliver 
870 million tonnes of ore over an estimated mine life of 
26.5 years under the plan. The new estimate for mineable 
reserves, which contain approximately 10% more copper and 
12% more gold than previously reported, forms the basis for 
the new mine plan.

•	Made a construction decision for the development of 
Ernesto/Pau-a-Pique for start-up in 2012.

•	Provided a new strategic plan for the optimization of El Peñón 
and announced the discovery of a new high-grade gold and 
silver vein system, Pampa Augusta Victoria.

3.	 OUTLOOK AND STRATEGY
The Company continues to adhere to its key commitments, 
which underlie Yamana’s success in the past year, sustainable 
production, stability of jurisdictions, disciplined growth and 
industry low cash costs.

The Company is committed to a sustainable production 
platform base of approximately 1.1 million GEO mainly from its 
six producing mines: Chapada, Jacobina and Fazenda Brasileiro 
in Brazil, El Peñón and Minera Florida in Chile, and Gualcamayo 
in Argentina. Production is expected to be in the range of 
1.030 million GEO to 1.145 million GEO in 2010, consistent 
with previous guidance, with production expected to ramp up 
quarter over quarter. Copper production is expected to be in 
excess of 150 million pounds in 2010, consistent with previ-
ous guidance. Cumulatively, the above operating mines provide 
the Company with robust, long-life production at the projected 
levels. The Company’s approach to sustainability, which is 
broader than consistent production levels, includes the adher-
ence to best practices and international policies for health and 
safety, environment and community relations. The Company’s 
focus on and initiatives in creating strong community relations 
and support systems, energy management, improvement of 
water quality and availability, in addition to quality of life, are all 
important elements of its commitment to sustainability.

The Company remains committed to operating in com-
paratively stable jurisdictions, preferably where there is an 
established mining culture and tradition. Yamana remains 
focused on the Americas, with production coming from oper-
ating mines in Brazil, Chile and Argentina, and with a reach 
soon into Mexico where the Mercedes project is expected to 
begin construction in May 2010. The Company is also active 
on the exploration front in Colombia.

The Company’s well-defined development stage and 
exploration projects, in addition to further value-enhancing 
opportunities, provide the Company with a superior organic 
growth profile and value proposition. Production growth 
will come from the Company’s development stage proj-
ects: C1 Santa Luz, Mercedes, Ernesto/Pau-a-Pique, and 
from a tailings reprocessing project at the Minera Florida 
mine. Production would initially increase by an additional 
400,000 GEO annually at cash costs consistent with the 
current cost and operating structure. Production is expected 
to ramp up substantially in 2012 to approximately 1.3 million 
GEO as these projects commence operations, with produc-
tion by the end of 2012 expected to be at an annual run rate 
of approximately 1.5 million GEO, representing a 46% increase 
in production from 2009.

Further growth is expected from other pending projects, 
which include QDD Lower West which will add to produc-
tion at the Gualcamayo mine in Argentina, along with Pilar 
and Caiamar, both of which are in Brazil close to the Chapada 
mine. These projects are expected to increase the Company’s 
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production level. Exploration successes at Agua Rica are also 
expected to further supplement long-term growth of the 
Company. Agua Rica is an exceptional stand-alone project 
offering significant value and the Company is working towards 
a formal construction decision for the project. Work contin-
ues on the preparation of a full update to the prior feasibility 
study which will incorporate the recently completed mine 
plan update, revised capital cost estimates and all other 
optimization initiatives as appropriate.

Capital expenditures for 2010 and 2011 are expected to 
be approximately $515.0 million and $455.0 million, respec-
tively. Capital expenditures for 2010 includes sustaining capital 
which also includes the purchase of machinery and equipment 
as the Company transitions to owner-mining at El Peñón and 
the capitalized portion of exploration expenditures for a total 
of approximately $230.0 million. Sustaining capital expendi-
tures in 2011 are expected to be $155.0 million, which does 
not include expenditures on development areas for which 
the Company has not yet made a construction decision. The 
majority of the expansionary capital costs for the next two 
years are allocated to the development of the Company’s 
growth projects, C1 Santa Luz, Mercedes, the Minera Florida 
tailings project and Ernesto/Pau-a-Pique, all of which are 
expected to begin production in 2012.

Exploration expenditures in 2010 are expected to be 
approximately $80.0 million, including both capitalized and 

expensed greenfield exploration. The Company’s 2010 explo-
ration program will focus on increasing mineral reserves 
and mineral resources while continuing with the near-mine 
exploration program and its efforts to look for new opportunities 
and on the ground purchases elsewhere in the Americas.

The Company’s commitment to low cash costs (see 
Section 6—Non-GAAP Measures) focuses on cost contain-
ment with the goal of remaining as one of the lowest-cost 
producers in the industry. Cash costs for 2010 are expected 
to be below $200 per GEO on a by-product basis and in the 
range of $360 to $400 per GEO on a co-product basis. In the 
first quarter of 2010, as mentioned above, cash costs were 
$86 per GEO on a by-product basis and $423 per GEO on a 
co-product basis. In an effort to reduce volatility in costs due to 
fluctuating currency exchange rates, the Company has hedged 
approximately 65% of its local operating currency exposure at 
three of its mines of continuing operations in Brazil for a total 
of approximately 704.1 million Reais over the next two years 
at an average rate of approximately 2.141 Reais to the United 
States Dollar. In Chile, given the strong correlation between the 
Chilean Peso and copper prices, rising copper prices serve as a 
natural hedge to a strengthening in the currency.

The production and cash cost guidance above is in line with 
previous guidance issued by the Company.












