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CAPITAL GOLD CORPORATION
SECOND SUPPLEMENT DATED MARCH 21, 2011
(To Proxy Statement/Prospectus dated February 16, 2011)
DATE OF RECONVENED SPECIAL MEETING: APRIL 1, 2011
AMENDMENT NO. 3 TO AGREEMENT AND PLAN OF MERGER

PROPOSED MERGER TRANSACTION YOUR VOTE IS VERY IMPORTANT
Dear Stockholders:

On February 17, 2011, Capital Gold Corporation, or CGC or Capital Gold, and Gammon Gold Inc., or Gammon Gold, provided to CGC stockholders of record as
of February 14, 2011, a definitive proxy statement/prospectus, dated February 16, 2011, relating to a special meeting of CGC s stockholders that convened and
adjourned on March 18, 2011. The special meeting was called for the purpose of considering and voting on the proposal to approve and adopt the plan of merger
contained in the Agreement and Plan of Merger, dated October 1, 2010, as amended on October 29, 2010 and March 9, 2011, which we refer to collectively as the
merger agreement, among CGC, Gammon Gold and Capital Gold AcquireCo, Inc., a wholly-owned subsidiary of Gammon Gold, as well as the adjournment of the
special meeting, if necessary or appropriate, including to solicit additional proxies if there are not sufficient votes to adopt the amended merger agreement at the
time of the special meeting.

CGC, Gammon Gold and Capital Gold AcquireCo, Inc. entered into Amendment No. 3 to the Agreement and Plan of Merger, dated March 17, 2011, referred to as
the amendment, which taken together with the merger agreement is referred to as the amended merger agreement. The purpose of the amendment is to provide

CGC stockholders with an additional $0.30 in cash for each share of CGC common stock held by them at the effective time under the amended merger agreement.
On March 18, 2011, CGC convened the special meeting to vote on a proposal to adjourn the special meeting to give CGC s stockholders additional time to consider
the increased consideration offered by Gammon Gold and to review this second supplement to the definitive proxy statement/prospectus, referred to as this second
supplement, after it was filed with the Securities and Exchange Commission. Based upon preliminary information from CGC s proxy solicitor, CGC stockholders
adjourned the special meeting until April 1, 2011. The adjournment preserves the existing record date, February 14, 2011, for the determination of stockholders
entitled to receive notice of and to vote at the reconvened special meeting.

Under the amended merger agreement, Gammon Gold will acquire CGC through a merger of Capital Cold AcquireCo, Inc. with and into CGC, referred to as the
merger. Following the merger, CGC will be the surviving entity and will continue as a wholly-owned subsidiary of Gammon Gold. The original merger agreement
and Amendment No. 1 are attached as Annex A and Annex A-1, respectively, to the definitive proxy statement/prospectus previously provided to you. A copy of
Amendment No. 2 is attached as Annex S-A to the first supplement, dated March 10, 2011, to the definitive proxy statement/prospectus, referred to as the first
supplement, previously provided to you. A copy of Amendment No. 3 is attached as Annex S-A to this second supplement and is incorporated into this second
supplement by reference.

At the effective time and as a result of the merger, you will receive 0.5209 common shares of Gammon Gold and a cash payment in the amount of U.S.$1.09 per
share (plus cash in lieu of any fractional share interests) for each share of CGC common stock you hold immediately prior to the completion of the merger, unless
you exercise and perfect your appraisal rights under the Delaware General Corporation Law, or DGCL. The exchange ratio of 0.5209 Gammon Gold common
shares for the stock consideration portion is fixed and will only be adjusted in limited circumstances. The exchange ratio will not be adjusted to reflect changes in
the stock price of Gammon Gold or CGC. The dollar value of the stock consideration portion CGC stockholders may receive will change depending upon changes
in the market price of Gammon Gold common shares and will not be known at the time you vote on the merger.

This second supplement describes the amended merger agreement, the merger and the transactions contemplated by the amended merger agreement and provides
information concerning the reconvened special meeting of CGC stockholders. Before we can complete the merger, CGC must obtain the approval of its
stockholders. We urge you to read this second supplement, including the amendment, carefully. We also urge you, if you have not done so already, to read
the definitive proxy statement/prospectus and the first supplement, which were previously provided to you and include a copy of the original merger
agreement, Amendment No. 1 and Amendment No. 2, carefully. Please pay particular attention to the section titled Risk Factors beginning on page 19 of the
definitive proxy statement/prospectus and to the section titled Update to Risk Factors beginning on page S-11 of this second supplement. You also can obtain
information about CGC and Gammon Gold from documents that we have filed or will file with the Securities and Exchange Commission prior to the reconvened
special meeting.

If you have already delivered a properly executed proxy, you do not need to do anything unless you wish to revoke or change your vote. If you have not
previously voted or if you wish to revoke or change your vote, please complete, date, sign and return the enclosed proxy card or submit a proxy by telephone or

via the Internet using the instructions on the enclosed proxy card. If you hold your stock in street name through a bank, broker or other nominee, please direct your
bank, broker or other nominee to vote in accordance with the instructions you have received from your bank, broker or other nominee.
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After careful consideration, the CGC board of directors has approved the amended merger agreement, declared that the merger and other transactions
contemplated by the amended merger agreement are advisable and recommends that you vote FOR the adoption of the amended merger agreement and FOR the

proposal to approve the adjournment or postponement of the reconvened special meeting, if necessary or appropriate, including to solicit additional proxies if there
are not sufficient votes to adopt the amended merger agreement at the time of the reconvened special meeting.

The special meeting of CGC stockholders to vote on these proposals was adjourned and will be reconvened on April 1, 2011 and will be held at 9:00 a.m., local
time, at the offices of Ballard Spahr LLP, located at 1735 Market Street, 5S1st Floor, Philadelphia, Pennsylvania 19103.

Your vote is very important. Whether or not you plan to attend the reconvened special meeting, we urge you to submit your proxy as promptly as possible.
Please refer to the instructions on the enclosed proxy card.

Sincerely,

Chairman of the Board of Directors

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY U.S. STATE OR CANADIAN PROVINCIAL OR TERRITORIAL
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THE SECURITIES TO BE ISSUED IN CONNECTION WITH THE
MERGER OR DETERMINED IF THIS SECOND SUPPLEMENT IS TRUTHFUL OR COMPLETE. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

The date of this second supplement is March 21, 2011 and is first being mailed or otherwise delivered to CGC stockholders on or about March 21, 2011.

Table of Contents 5



Edgar Filing: CAPITAL GOLD CORP - Form DEFR14A

Table of Conten

CAPITAL GOLD CORPORATION
SPECIAL MEETING OF STOCKHOLDERS
TO BE RECONVENED ON APRIL 1, 2011
To the Stockholders of Capital Gold Corporation:

We will reconvene the special meeting of stockholders of Capital Gold Corporation at the offices of Ballard Spahr LLP, located at 1735 Market Street, 515t Floor,
Philadelphia, Pennsylvania, on April 1, 2011, at 9:00 a.m., local time, to consider and vote upon the following matters:

1. a proposal to approve and adopt the plan of merger contained in the Agreement and Plan of Merger, dated as of October 1, 2010, among Gammon Gold
Inc., Capital Gold AcquireCo, Inc. and Capital Gold Corporation, as amended on October 29, 2010, March 9, 2011 and March 17, 2011, as may be
further amended from time to time, pursuant to which Capital Gold AcquireCo, Inc. will merge with and into Capital Gold Corporation, and the
separate corporate existence of Capital Gold AcquireCo, Inc. will cease and Capital Gold Corporation will survive as a wholly-owned subsidiary of
Gammon Gold Inc.;

2. a proposal to approve the adjournment or postponement of the special meeting, if necessary or appropriate, including to solicit additional proxies if
there are not sufficient votes to adopt the amended merger agreement at the time of the reconvened special meeting; and

3. such other business as may properly come before the reconvened special meeting or any adjournments or postponements thereof.
The close of business on February 14, 2011 has been fixed as the record date for determining those CGC stockholders entitled to notice of, and to vote at, the
special meeting and any adjournments or postponements of the special meeting, including the reconvened special meeting. Only the holders of record of CGC
common stock at the close of business on that date are entitled to notice of, and to vote at, the reconvened special meeting and any adjournments or postponements
of the reconvened special meeting. A list of CGC stockholders eligible to vote at the reconvened special meeting will be available for inspection at the reconvened
special meeting and at the executive offices of CGC during regular business hours for a period of no less than ten days prior to the reconvened special meeting.

Approval of the plan of merger contained in the amended merger agreement requires (i) the affirmative vote of a majority of the votes entitled to be cast at the
reconvened special meeting by the holders of CGC common stock and (ii) the affirmative vote of a majority of the votes cast by holders of shares of CGC
common stock present in person or represented by proxy at the reconvened special meeting and entitled to vote on the matter, excluding the votes cast by certain
persons entitled to receive change of control payments in connection with the merger.

Your vote is important. Whether or not you plan to attend the reconvened special meeting, if you have not already voted or if you wish to revoke or change the
vote you previously cast, please vote now. You may vote by telephone or via the Internet, as described on the enclosed proxy card, or by marking, signing and
dating the enclosed proxy card on the reverse side and returning it promptly. A proxy may be revoked at any time prior to its exercise at the reconvened special
meeting, and your return of the enclosed proxy will not affect your right to vote your shares if you attend the reconvened special meeting in person. Please review
this second supplement, the first supplement, and the definitive proxy statement/prospectus previously provided to you for more complete information regarding
the merger and the reconvened special meeting. If you do not return or submit your proxy or vote your shares by telephone or over the Internet or vote in person at
the reconvened special meeting, the effect will be the same as a vote against the proposal to adopt the amended merger agreement. If you wish to attend the
reconvened special meeting and your shares are held in the name of a broker, trust, bank or other nominee, you must bring with you a proxy or letter from the
broker, trustee, bank or other nominee to confirm your beneficial ownership.

If you previously submitted a proxy for the CGC special meeting convened and adjourned on March 18, 2011, which proxy has not been revoked, and
were a holder of record as of the close of business on February 14, 2011, CGC intends to vote your previously submitted proxy at the reconvened special
meeting in the manner specified. If you return your signed proxy card, but do not specify how you want to vote your shares, your shares will be voted FOR the
proposal to adopt the amended merger agreement and the proposal to adjourn the special meeting. Whether or not you plan to attend the special meeting in person,
please vote your proxy by telephone or through the Internet, as described on the enclosed proxy card, or complete, date, sign and return the enclosed proxy card. If
you attend the reconvened special meeting, you may vote in person if you wish, even if you have previously returned your proxy card or voted by telephone or
through the Internet.

By order of the Board of Directors,

Christopher M. Chipman, Chief Financial Officer and Corporate Secretary
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INTRODUCTION

The information provided in the definitive proxy statement/prospectus and the first supplement that were previously provided to CGC
stockholders of record as of February 14, 2011 are incorporated by reference into this second supplement, except as described in the following
sentence. To the extent information in this second supplement differs from, updates or conflicts with information contained in the definitive
proxy statement/prospectus and the first supplement, the information in this second supplement governs. All references in this second
supplement to dollars, $ or U.S.$ are to U.S. dollars and all references to C$ are to Canadian dollars.

This second supplement is being provided to CGC stockholders as part of a solicitation of proxies by the CGC board of directors for use at the
reconvened special meeting of CGC stockholders and at any adjournments or postponements thereof. This second supplement is first being
furnished to stockholders of CGC on or about March 21, 2011. In addition, the definitive proxy statement/prospectus, as updated by the first
supplement and this second supplement, constitutes a prospectus of Gammon Gold in connection with the issuance by Gammon Gold of its
common shares in connection with the proposed merger. The definitive proxy statement/prospectus, as updated by the first supplement and this
second supplement, provides CGC stockholders with information they need to know to be able to vote or instruct their vote to be cast at the
reconvened special meeting of CGC stockholders.

UPDATE TO QUESTIONS AND ANSWERS ABOUT
THE RECONVENED SPECIAL MEETING AND RELATED MATTERS

The following questions and answers are intended to address briefly some commonly asked questions regarding the merger and the reconvened
special meeting. These questions and answers may not address all questions that may be important to you as a stockholder. To better understand
these matters, and for a description of the legal terms governing the merger, you are urged to read this second supplement, and the definitive
proxy statement/prospectus and first supplement previously provided to you carefully, including the information incorporated by reference into,
and the annexes to, this second supplement, the first supplement and the definitive proxy statement/prospectus. See Update to Where You Can
Find More Information for the location of information incorporated by reference into this second supplement. All references in this second
supplement to the amended merger agreement refer to the Agreement and Plan of Merger, dated as of October 1, 2010, by and among Gammon
Gold, Capital Gold AcquireCo, Inc. and CGC, as amended by Amendment No. 1 to the Agreement and Plan of Merger, dated as of October 29,
2010, as amended by Amendment No. 2 to the Agreement and Plan of Merger, dated as of March 9, 2011, and as amended by Amendment No. 3
to the Agreement and Plan of Merger, dated as of March 17, 2011. A copy of the original merger agreement and Amendment No. 1 were
included as Annex A and Annex A-1, respectively, to the definitive proxy statement/prospectus that was previously provided to you. A copy of
Amendment No. 2 was included as Annex S-A to the first supplement that was previously provided to you. A copy of Amendment No. 3 is
included as Annex S-A to this second supplement.

Q: Why am I receiving this second supplement and new proxy card?

A:  We are sending you this second supplement and new proxy card because, on March 17, 2011, CGC, Gammon Gold and Capital Gold
AcquireCo, Inc. entered into Amendment No. 3 to the Agreement and Plan of Merger. This second supplement describes the amendment
and provides important updates to the definitive proxy statement/prospectus, which was mailed to you on February 17, 2011, and the first
supplement, which was mailed to you on March 10, 2011, and each is incorporated by reference into this second supplement. A copy of
the amendment is attached as Annex S-A to this second supplement. CGC and Gammon Gold encourage you to read the amendment in its
entirety, and, if you have not done so already, to read the definitive proxy statement/prospectus and first supplement, in their entirety.

S-3
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Q: What are CGC stockholders voting to approve and why is this approval necessary?

A:  CGC stockholders are voting on a proposal to approve and adopt the plan of merger contained in the amended merger agreement. The
approval by the majority of CGC stockholders of the proposal to approve and adopt the plan of merger contained in the amended merger
agreement is required by Delaware law and is a condition to the completion of the merger. In addition, Canadian securities law requires the
proposal to approve and adopt the plan of merger contained in the amended merger agreement to be approved by a majority of the holders
of shares of CGC common stock present in person or represented by proxy at the reconvened special meeting and entitled to vote on the
matter, excluding the votes cast by certain persons entitled to receive change of control payments in connection with the merger. CGC
stockholders are also voting on a proposal to adjourn or postpone the special meeting, if necessary or appropriate, including to solicit
additional proxies if there are not sufficient votes to adopt the amended merger agreement at the time of the reconvened special meeting.
The approval by CGC stockholders of the proposal to adjourn or postpone the reconvened special meeting is not a condition to the
completion of the merger.

Q: What are the significant changes in the amended merger agreement?

A:  The terms of the amendment are described more fully beginning on page S-57 of this second supplement. The amendment increases the
cash consideration that a CGC stockholder will have a right to receive after the closing of the merger to include an additional $0.30 in cash
per share of CGC common stock, or a total cash payment in the amount of $1.09 per share. The exchange ratio remains fixed at 0.5209
common shares of Gammon Gold for each share of CGC common stock.

Q: What will I receive in exchange for my CGC common stock in the merger?

A:  If the merger is completed, you will receive 0.5209 common shares of Gammon Gold and a cash payment in the amount of $1.09 per share
for each share of CGC common stock you hold immediately prior to the completion of the merger, unless you exercise and perfect your
appraisal rights under the DGCL.

Gammon Gold will not issue fractional shares in the merger. Instead, it will pay cash in U.S. dollars for fractional shares of common stock in an

amount equal to the fractional interest in a Gammon Gold common share multiplied by the average of the closing sale prices of a Gammon Gold

common share on the NYSE for the five trading days immediately preceding the date of completion of the merger.

Q: When do you currently expect to complete the transaction?

A:  We expect to complete the transaction as soon as practicable after the reconvened special meeting. However, CGC and Gammon Gold
cannot assure you when, or if, the transaction will occur or that it will be completed. CGC and Gammon Gold must first obtain the
required approval of the CGC stockholders.

Q: How does the CGC board of directors recommend that CGC stockholders vote?

A:  After careful consideration, and upon the recommendation of a special committee of the CGC board of directors, which is referred to as the
M&A Committee, comprised solely of independent directors, the CGC board of directors unanimously approved the plan of merger
contained in the amended merger agreement and determined that entry into the amended merger agreement is advisable and in the best
interests of CGC and its stockholders. Accordingly, the CGC board of directors unanimously recommends that CGC stockholders vote
FOR the proposal to approve and adopt the plan of merger contained in the amended merger agreement and FOR the proposal to adjourn
or postpone the special meeting, if necessary or appropriate, including to solicit additional proxies if there are not sufficient votes to adopt
the amended merger agreement at the time of the reconvened special meeting.
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Q: Are there risks associated with the merger that I should consider in deciding how to vote?

A:  Yes. There are a number of risks related to the merger, risks related to the combined company if the merger is completed and risks relating
to each of Gammon Gold and CGC. In evaluating the merger,
you should consider carefully the factors discussed in the section titled Risk Factors in the definitive proxy statement/prospectus and in the
section titled Update to Risk Factors in this second supplement.
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When and where will the CGC special meeting be reconvened?

The CGC special meeting will be reconvened at the offices of Ballard Spahr LLP, located at 1735 Market Street, 51% Floor, Philadelphia,
Pennsylvania 19103, on April 1, 2011, at 9:00 a.m., local time.

Will a proxy solicitor be used?

Yes. Gammon Gold has retained Laurel Hill Advisory Group to assist in the distribution and solicitation of proxies for the special meeting
and will pay Laurel Hill Advisory Group. CGC has retained MacKenzie Partners, Inc., or MacKenzie Partners, to provide services related
to the contested proxy solicitation to approve the Gammon Gold merger, the consent solicitation and revocation and related matters. A
retainer in the amount of $40,000 was paid to MacKenzie Partners upon the execution of the agreement toward a final fee estimated to be
between $250,000 and $500,000. In addition, CGC s directors, officers and employees and Gammon Gold officers and employees may
solicit proxies in person or by telephone, e-mail, facsimile transmission or other means of communication, but no additional compensation
will be paid to them.

What do I do if I receive more than one supplement or set of voting instructions?

If you hold shares directly as a record holder and also in street name, or otherwise through a nominee, you may receive more than one
supplement or set of voting instructions relating to the reconvened special meeting. These should each be voted or returned separately in
order to ensure that all of your shares are voted.

What happens if I sell my shares after the record date but before the reconvened special meeting?

The record date for the reconvened special meeting has not been changed. The record date for the reconvened special meeting
is earlier than the date of the reconvened special meeting and the date that the merger is expected to be completed. If you transfer
your CGC shares after the record date but before the date of the reconvened special meeting, you will retain your right to vote at

the reconvened special meeting (provided that such shares remain outstanding on the date of the reconvened special meeting), but
you will not have the right to receive the merger consideration to be received by CGC s stockholders in connection with the merger.
In order to receive the merger consideration, you must hold your CGC shares through completion of the merger.

Can I change my vote after I have delivered my proxy?

Yes. If you are a holder of record, you can change your vote at any time before your proxy is voted at the reconvened special meeting by:

delivering a signed written notice of revocation to the Secretary of CGC at:

Capital Gold Corporation

76 Beaver Street, 14th Floor

New York, New York 10005

Attn.: Secretary
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submitting another proxy bearing a later date (in any of the permitted forms); or

attending and casting a ballot in person at the reconvened special meeting, although your attendance alone will not revoke your

proxy.
If your shares are held in a street name account, you must contact your broker, bank or other nominee to change your vote.

Q: Will I have appraisal rights in connection with the merger?

A:  Under the DGCL, holders of CGC common stock who do not vote for the proposal to approve and adopt the plan of merger contained in
the amended merger agreement have the right to seek appraisal of the fair value

S-5
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of their shares as determined by the Delaware Court of Chancery if the merger is completed, but only if they comply with all requirements

of Delaware law, which are summarized in this document. This appraisal amount could be more than, the same as, or less than the amount

a CGC stockholder would be entitled to receive under the amended merger agreement. Any holder of CGC common stock intending to
exercise appraisal rights, among other things, must submit a written demand for appraisal to CGC prior to the vote on the proposal to

approve and adopt the plan of merger contained in the amended merger agreement and must not vote or otherwise submit a proxy in favor

of approval and adoption of the plan of merger contained in the amended merger agreement. Failure to follow exactly the procedures
specified under Delaware law will result in the loss of appraisal rights. Because of the complexity of the Delaware law relating to appraisal
rights, if you are considering exercising your appraisal rights, CGC encourages you to seek the advice of your own legal counsel. These
procedures are summarized in the definitive proxy statement/prospectus in the section titled Proposal No. 1: The Merger = Appraisal Rights.
Please see Annex S-C of this second supplement for the text of the applicable provisions of the DGCL.

Q: What do I need to do now?

A:  After you have carefully read this second supplement, the first supplement and the definitive proxy statement/prospectus, please vote your
shares of CGC common stock. You may do this either by signing, dating and mailing the enclosed proxy card or by submitting your proxy
by telephone or through the Internet, using the instructions on the enclosed proxy card. This will enable your shares to be represented and
voted at the reconvened special meeting. If you submit a valid proxy and do not indicate how you want to vote, CGC will count your proxy
as a vote in favor of the proposals described in this document submitted at the reconvened special meeting.

The CGC board of directors recommends that CGC stockholders vote FOR the adoption of the amended merger agreement and FOR

the adjournment of the special meeting, if necessary or appropriate, including to solicit additional proxies if there are not sufficient

votes to adopt the amended merger agreement at the time of the reconvened special meeting.

Q: What happens if I already submitted a proxy for the special meeting convened and adjourned on March 18, 2011?

A:  If you previously submitted a proxy for the special meeting that was convened and adjourned on March 18, 2011, which proxy
has not subsequently been revoked, CGC intends to vote those proxies at the reconvened special meeting on April 1, 2011 in
the manner specified. You do not need to do anything further unless you wish to revoke or change your vote. If you have not
previously voted or if you wish to revoke or change your vote, we urge you to complete, sign, date and promptly mail your
enclosed proxy card or cast your vote in person or by delivering your proxy via telephone or via the Internet using the
instructions on the proxy card and in the manner described in the definitive proxy statement/prospectus. A proxy may be
revoked in writing at any time before the reconvened special meeting in the manner described in the definitive proxy
statement/prospectus.

Q: Who can help answer my questions?

A: If you have any questions about the merger or how to submit your proxy, or if you need additional copies of this second supplement, the
first supplement or the definitive proxy statement/prospectus, the enclosed proxy card or voting instructions, you should contact:

Laurel Hill Advisory Group MacKenzie Partners, Inc.
Toll free telephone: 1- 800-385-3006 Toll free telephone: 1-800-322-2885
Brokers and banks, please call: (917) 338-3181 Tel: (212) 929-5500

Email: proxy @mackenziepartners.com
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UPDATE TO SUMMARY

This updated summary highlights selected information from this second supplement and may not contain all of the information that may be
important to you. Accordingly, CGC and Gammon Gold urge you to read carefully this entire second supplement together with the first
supplement and the definitive proxy statement/prospectus, the annexes hereto and thereto and the other documents to which CGC and Gammon
Gold refer you for a more complete understanding of the proposed merger between CGC and Capital Gold AcquireCo, Inc. In addition, CGC
and Gammon Gold incorporate by reference into this second supplement, the definitive proxy statement/prospectus, the first supplement and
important business and financial information about CGC and Gammon Gold. You may obtain the information incorporated by reference without
charge by following the instructions in the section titled Update to Where You Can Find More Information. Each item in this summary
includes a page reference directing you to a more complete description of that item in this second supplement.

Merger Consideration (see page S-58)

If the merger is completed, you will be entitled to receive as merger consideration, in exchange for each share of CGC common stock you own
immediately prior to the merger, 0.5209 common shares of Gammon Gold and a cash payment in the amount of $1.09 per share, unless you
exercise and perfect your appraisal rights under the DGCL. If there are fractional shares, you will receive cash in U.S. dollars in an amount equal
to the fractional interest in a Gammon Gold common share multiplied by the average of the closing sale prices of a Gammon Gold common
share on the NYSE for the five trading days immediately preceding the date of completion of the merger. We refer to these amounts collectively
in this second supplement as the merger consideration. Following the merger, you will own shares of Gammon Gold. If the merger is not
approved, CGC will remain an independent public company and its common stock will continue to be listed and traded on the NYSE Amex and
the TSX.

For example, if the merger was completed on March 10, 2011 and you owned 1,000 shares of CGC common stock immediately prior to the
effective time of the merger, you would have received:

520 common shares of Gammon Gold;

$1,090.00 in cash; and

$8.14 in cash for the fractional shares of Gammon Gold common shares (calculated by multiplying 0.90 (the remaining 0.90
fractional interest in a Gammon Gold common share) by the average of the closing sale prices of a Gammon Gold common share on
the NYSE for the five trading days immediately preceding March 10, 2011 (the hypothetical date of completion of the merger).
If after the merger has been completed, you hold fewer than 100 common shares of Gammon Gold, you will have a so-called odd lot rather than
a round lot . Trading in odd lots may be more difficult and/or expensive than trading in round lots.

The exchange ratio relating to the Gammon Gold common shares you will receive is a fixed ratio, which means it will not be adjusted based on
any changes in the trading price of Gammon Gold common shares or CGC common stock between now and the time the merger is completed.
Therefore, the market value of the Gammon Gold common shares you will receive in the merger in exchange for any shares of CGC common
stock will depend upon the price of the Gammon Gold common shares at the time the merger is completed and will not be known at the time
CGC stockholders vote on the merger.

The following table shows the closing prices for Gammon Gold common shares and CGC common stock and the implied per share value (based
on the merger consideration provided for in the amended merger agreement, including Amendment No. 3) in the merger to CGC stockholders
for September 24, 2010, the last trading day preceding the announcement by Timmins Gold Corp. detailing its previous non-binding proposal
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to merge with CGC, September 30, 2010, the last trading day before public announcement of the proposed merger, March 14, 2011, the last
trading day before Gammon Gold announced its intent to amend the merger agreement to increase the cash component of the merger
consideration, and on March 18, 2011, the last practicable day before the date of this second supplement:

Implied Value of One Share

Gammon Gold CGC of CGC Common
Common Shares Common Stock Stock(1)
September 24, 2010 $ 7.26 $ 3.80 $ 4.87
September 30, 2010 $ 7.01 $ 4.83 $ 4.74
March 14, 2011 $ 8.89 $ 5.34 $ 5.72
March 18, 2011 $ 8.67 $ 5.46 $ 5.61

(1) The implied value per share reflects the value of Gammon Gold common shares that CGC stockholders would receive in exchange for each share of CGC
common stock if the merger were completed on the date indicated. Such price reflects the 0.5209 of a Gammon Gold common share that CGC stockholders
will be entitled to receive for each share of CGC common stock in the merger and a cash payment in the amount of $1.09 per share. Holders of CGC common
stock will also receive cash in lieu of any fractional share interests.

For information on recent market prices of the Gammon Gold common shares and CGC common stock, see Update to Comparative Per Share

Market Price and Dividend Information. See also Update to Risk Factors.

Opinion of Stifel, Nicolaus & Company, Incorporated (see page S-44 and Annex S-B)

Stifel, Nicolaus & Company, Incorporated, or Stifel Nicolaus, delivered its opinion to the board of directors of CGC, on March 17, 2011 that,
based upon and subject to the factors, considerations, qualifications, limitations and assumptions set forth in the opinion, the per share merger
consideration to be paid to the holders of shares of CGC s common stock (excluding shares owned by Gammon Gold, Capital Gold AcquireCo,
Inc. or CGC, shares owned by any locked-up stockholder, and shares issuable upon exercise or conversion of any CGC stock options, warrants
or restricted stock) by Gammon Gold in connection with the merger pursuant to the amended merger agreement was fair to such holders of
shares, from a financial point of view.

The full text of the written opinion of Stifel Nicolaus, dated March 17, 2011, which sets forth assumptions made, procedures followed, matters
considered and limitations on the review undertaken in connection with the opinion, is attached as Annex S-B to this second supplement. CGC s
stockholders should read the opinion in its entirety, as well as the section of this second supplement entitled Update to Proposal No. 1: The
Merger Opinion of Stifel, Nicolaus & Company, Incorporated beginning on page S-44. Stifel Nicolaus provided its opinion for the information
and assistance of the board of directors of CGC in connection with the board of directors of CGC s consideration of the merger. Stifel Nicolaus
addressed its opinion to the board of directors of CGC, and its opinion does not constitute a recommendation to any CGC stockholder as to how
such stockholder should vote at the reconvened special meeting with respect to the merger or as to any other action that a stockholder should

take with respect to the merger.

Role of Cormark Securities Inc. (see page S-42)

CGC s board of directors engaged Cormark Securities Inc., or Cormark, to provide financial advisory services and to assist CGC in assessing,
structuring and negotiating a business combination to the extent a suitable transaction could be identified.

Recommendation of the CGC Board of Directors (see page S-40)

The CGC board of directors believes that the merger and the other transactions contemplated by the amended merger agreement are in the best
interests of CGC stockholders and that the merger consideration is fair to CGC stockholders and has approved the merger and the amended
merger agreement and other transactions
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contemplated thereby, and unanimously recommends that you vote FOR the proposal to approve and adopt the plan of merger contained in the
amended merger agreement. For the factors considered by the CGC board of directors in reaching its decision to adopt the amended merger
agreement and recommend adoption of the amended merger agreement to the CGC stockholders, see Update to Proposal No.1: The Merger
CGC s Reasons for the Merger; Recommendation of the CGC Board of Directors.

Holders of CGC Common Stock Have Appraisal Rights (see Annex S-C)

Under the DGCL, holders of CGC common stock who do not vote for the proposal to approve and adopt the plan of merger contained in the
amended merger agreement have the right to seek appraisal of the fair value of their shares as determined by the Delaware Court of Chancery if
the merger is completed, but only if they comply with all requirements of Delaware law, which are summarized in this document. This appraisal
amount could be more than, the same as, or less than the amount a CGC stockholder would be entitled to receive under the amended merger
agreement. Any holder of CGC common stock intending to exercise appraisal rights, among other things, must submit a written demand for
appraisal to CGC prior to the vote on the proposal to approve and adopt the plan of merger contained in the amended merger agreement and
must not vote or otherwise submit a proxy in favor of approval and adoption of the plan of merger contained in the amended merger agreement.
Failure to follow exactly the procedures specified under Delaware law will result in the loss of appraisal rights. Because of the complexity of the
Delaware law relating to appraisal rights, if you are considering exercising your appraisal rights, CGC encourages you to seek the advice of your
own legal counsel. Please see Annex S-C for the text of the applicable provisions of the DGCL.

Regulatory Matters (see page S-56)

The completion of the merger was subject to prior notification to and approval by the Mexican Federal Antitrust Commission (Comision Federal
de Competencia Economica). On February 17, 2011, Gammon Gold and CGC received regulatory approval from the Mexican antitrust authority
with respect to the proposed merger.

Gammon Gold was obligated under the merger agreement to cause the Gammon Gold common shares issuable in the merger to be approved for
listing on the TSX and the NYSE, subject to official notice of issuance, prior to the completion of the merger, which Gammon Gold received on
January 18, 2011 and March 14, 2011, respectively.

Termination Fees and Expenses (see page S-56)

On March 9, 2011, CGC, Gammon Gold and Capital Gold AcquireCo, Inc. entered into Amendment No. 2. Pursuant to Amendment No. 2, the
termination fee payable by CGC, under certain circumstances, was reduced from $10.3 million to $5.75 million. In addition, Gammon Gold s
ability to terminate the agreement for any reason with the payment of a $2 million termination fee was eliminated.

Litigation Related to the Merger (see page S-57)

In the definitive proxy statement/prospectus, reference is made to thirteen putative shareholder class action complaints that were filed
challenging the transaction, including six that were filed in the Delaware Court of Chancery and later consolidated, referred to as the Delaware
Actions. On March 9, 2011, counsel to the parties to the Delaware Actions entered into a Memorandum of Understanding that expresses an
agreement in principle to settle the Delaware Actions, subject to approval by the Delaware Court of Chancery and on terms and conditions that
include, among other things, certain supplemental disclosures that were contained in the first supplement and certain amendments to the terms of
the merger agreement, as discussed in the first supplement. If the Delaware Court of Chancery approves the settlement contemplated in the
Memorandum of Understanding, the Delaware Actions will be dismissed with prejudice. Subject to court approval of the settlement, counsel for
the purported
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class will apply to the Delaware Court of Chancery for attorneys fees and expenses in connection with the actions. The settlement will not take
effect unless the merger between Gammon Gold and Capital Gold is consummated. The material terms of the settlement will be described in a
notice that will be filed with the SEC at a later date.

In the definitive proxy statement/prospectus, reference is made to six class action complaints relating to the proposed merger that were filed in
New York Supreme Court, New York County. These actions were consolidated on February 18, 2011, under the caption In re Capital Gold
Corporation Shareholder Litigation, No. 651651/2010, referred to as the Consolidated New York Action. On March 2, 2011, plaintiffs in the
Consolidated New York Action filed a consolidated amended class action complaint. Defendants must answer, move or otherwise respond to the
consolidated amended class action complaint by April 16, 2011.

In the definitive proxy statement/prospectus, reference is made to a class action complaint relating to the proposed merger filed in the United
States District Court for the Southern District of New York, under the caption Boehm v. Capital Gold Corp., et al.,

No. 10-CV-8818(RMB)(RLE), referred to as the Boehm New York Action. On February 18, 2011, plaintiff in the Boehm New York Action
filed an amended complaint. On February 25, 2011, defendants moved to stay or in the alternative dismiss the Boehm New York Action. On
February 28, 2011, plaintiff s request for expedited discovery was denied. On March 4, 2011, plaintiff filed a motion for preliminary injunction,
which defendants responded to on March 8, 2011. On March 14, 2011, the court in the Boehm New York Action denied (as withdrawn)
plaintiff s motion for a preliminary injunction, stayed the case in favor of the Delaware proceeding, and denied plaintiff s request for attorneys
fees.

Reconvening of the CGC Special Meeting (see page S-36)

CGC plans to reconvene its special meeting of stockholders on April 1, 2011, at 9:00 a.m., local time, at the offices of Ballard Spahr LLP,
located at 1735 Market Street, 51st Floor, Philadelphia, Pennsylvania. At the reconvened special meeting, CGC stockholders will be asked to
adopt the amended merger agreement pursuant to which Capital Gold AcquireCo, Inc. will merge with and into CGC, and the separate corporate
existence of Capital Gold AcquireCo, Inc. will cease and CGC will survive as a wholly-owned subsidiary of Gammon Gold. In addition, CGC
stockholders will be asked to vote upon a proposal to approve adjournment of the special meeting, if necessary or appropriate, including to
solicit additional proxies if there are not sufficient votes to adopt the amended merger agreement at the time of the reconvened special meeting.

Risk Factors (see page S-11)

In evaluating the merger and the amended merger agreement, you should read carefully the definitive proxy statement/prospectus and the first
supplement previously provided to you and this second supplement and especially consider the factors discussed in the section titled Risk

Factors beginning on page 19 of the definitive proxy statement/prospectus and the section titled Update to Risk Factors beginning on page S-11
of this second supplement.
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UPDATE TO RISK FACTORS

In addition to the other information included or incorporated by reference in this second supplement, the first supplement and the definitive
proxy statement/prospectus, you should carefully consider the matters described below relating to the proposed merger in deciding whether to
vote for approval of the plan of merger. Although Gammon Gold and CGC believe that the matters described below cover the material risks
related to the merger, they may not contain all of the information that is important to you in evaluating the merger. Accordingly, we urge you to
read this entire second supplement, the first supplement and the definitive proxy statement/prospectus, including the annexes hereto and thereto
and the information included or incorporated by reference in this document. Please also refer to the additional risk factors identified in the
periodic reports and other documents of Gammon Gold and CGC incorporated by reference into this second supplement and listed in the
section entitled Update to Where You Can Find More Information.

Because the exchange ratio for the stock consideration is fixed and the market price of Gammon Gold common shares may fluctuate, you
cannot be certain of the dollar value of the stock consideration that you will receive upon completion of the merger.

Upon completion of the merger, each CGC stockholder of record will be entitled to receive, in exchange for each share of CGC common stock
owned by such stockholder, 0.5209 Gammon Gold common shares and a cash payment in the amount of $1.09 per share (plus cash in lieu of any
fractional share interests), unless such stockholder exercises and perfects his or her appraisal rights under the DGCL. Because the exchange ratio
for the stock consideration of 0.5209 Gammon Gold common shares is fixed, the value of the Gammon Gold common shares that may be issued
to you as stock consideration in the merger will depend on the market price of Gammon Gold common shares at the time they are issued. There
will be no adjustment to the fixed number of Gammon Gold common shares that may be issued to you as stock consideration based upon
changes in the market price of Gammon Gold common shares or CGC common stock prior to the closing.

The market price of Gammon Gold common shares at the time the merger is completed may vary from the price of Gammon Gold common
shares on the date the merger agreement was executed, on the date of this second supplement and on the date of the reconvened special meeting
as a result of various factors that are beyond the control of Gammon Gold and CGC, including the following:

the prices of gold and silver;

changes in the business, operations or prospects of Gammon Gold or CGC;

governmental or regulatory developments, including any limitations on or conditions to consummation of the merger;

changes in the interest rate environment;

changes in general economic conditions and the outlook for economic conditions;

changes in securities markets, including changes due to terrorist activities, other world events or other factors;

changes in currency exchange rates including changes in U.S. dollar/Canadian dollar exchange rates, which may affect the trading
prices of Gammon Gold s common shares as reported in U.S. dollars;

competing proposals related to the proposed merger by a third party, including Timmins Gold Corp.;
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the outcome of litigation related to the proposed merger; and

the timing of the completion of the proposed merger.
In addition to the approval of CGC s stockholders, completion of the merger is subject to receipt of regulatory approvals and satisfaction of other
conditions that may not occur until some time after the reconvened special meeting. Therefore, at the time of the reconvened special meeting you
will not know the precise U.S. dollar value of the stock consideration you may become entitled to receive at the closing of the merger. You are
urged to obtain a current market quotation for Gammon Gold common shares.
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Future results of the combined company may differ materially from the Unaudited Pro Forma Condensed Combined Financial Information
of Gammon Gold and CGC presented in this second supplement.

The future results of Gammon Gold, as the combined company following the merger, may be materially different from those shown in the
unaudited pro forma financial information presented in this second supplement that show only a combination of Gammon Gold s and CGC s
historical results, after giving effect to the acquisition by CGC of Nayarit Gold and the merger. Gammon Gold has estimated that Gammon Gold
will record approximately $7 million of aggregate acquisition-related fees and expenses, as described in the notes to the pro forma financial
information included in this second supplement. In addition, the final amount of any charges relating to acquisition accounting adjustments that
Gammon Gold may be required to record will not be known until following the closing of the merger. These expenses and charges may be
higher or lower than estimated.

The fairness opinion obtained by CGC from Stifel Nicolaus will not reflect subsequent changes.

In connection with the proposed merger, Stifel Nicolaus delivered to the CGC board of directors its opinion dated as of March 17, 2011. The
opinion of Stifel Nicolaus stated that, as of such date of its opinion and based upon and subject to the factors and assumptions set forth in such
opinion, the total amount of cash and stock consideration to be received pursuant to the amended merger agreement was fair, from a financial
point of view, to the holders of the outstanding shares of CGC common stock. The opinion does not reflect changes that may occur or may have
occurred after the date of the opinion, including changes to the operations and prospects of Gammon Gold or CGC, changes in general market
and economic conditions or regulatory or other factors. Any such changes, or other factors on which the opinion is based, may materially alter or
affect the relative values of Gammon Gold or CGC.

CGC s merger with Gammon Gold is subject to certain conditions to closing that could result in the merger not being consummated or being
delayed, either of which could negatively impact CGC s stock price and future business and results of operations.

Consummation of the merger is subject to a number of customary conditions, including, but not limited to, the approval of the amended merger
agreement by the stockholders of CGC. There is no assurance that CGC will receive the necessary approvals or satisfy the other conditions
necessary for completion of the merger. If any of the conditions to the merger are not satisfied or, where waiver is permissible, not waived, the
merger will not be consummated. Failure to complete the merger would prevent CGC from realizing the anticipated benefits of the merger. CGC
has already and expects to continue to incur significant costs associated with transaction fees, professional services, taxes and other costs related
to the merger. In the event that the merger is not completed, CGC will remain liable for these costs and expenses. Furthermore, if the merger is
not consummated, under some circumstances we may be required to promptly pay a $5.75 million termination fee to Gammon Gold, which
could impact CGC s liquidity and results of operations. In addition, the current market price of CGC s common stock may reflect a market
assumption that the merger will occur, and a failure to complete the merger could result in a negative perception by the market of CGC generally
and a resulting decline in the market price of CGC common stock. Any delay in the consummation of the merger or any uncertainty about the
consummation of the merger could also negatively impact CGC s stock price and future business and results of operations. The merger may not
be consummated, there may be a delay in the consummation of the merger or the merger may not be consummated on the terms contemplated by
the amended merger agreement.

Whether or not the merger is completed, the announcement and pendency of the merger could impact or cause disruptions in CGC s
business, which could have an adverse effect on CGC s business and results of operations.

Whether or not the merger is consummated, the announcement and pendency of the merger could cause disruptions in or otherwise negatively
impact CGC s business and results of operations. Among others:

CGC s employees may experience uncertainty about their future roles with the combined company, which might adversely affect
CGC s ability to retain and hire key personnel and other employees;
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the attention of CGC s management may be directed toward the completion of the merger and transaction-related considerations and
may be diverted from the day-to-day operations and pursuit of other opportunities that could have been beneficial to CGC s business;
and

distributors or other vendors or suppliers may seek to modify or terminate their business relationships with CGC.
These disruptions could be exacerbated by a delay in the completion of the merger or termination of the amended merger agreement and could
have an adverse effect on CGC s business, results of operations or prospects if the merger is not completed or the business, results of operations
or prospects of the combined company if the merger is completed.

Several lawsuits have been filed against CGC and other parties challenging the merger, and an adverse judgment in such lawsuits may
prevent the merger from becoming effective or from becoming effective within the expected timeframe.

CGC, the members of CGC s board of directors, Gammon Gold, and in some instances CGC s CFO have been named as defendants in purported
class action lawsuits brought by CGC stockholders challenging the proposed merger, seeking, among other things, to enjoin the defendants from
consummating the merger on the agreed-upon terms.

On March 9, 2011, counsel to the parties to the Delaware Actions entered into a Memorandum of Understanding that expresses an agreement in
principle to settle the Delaware Actions, subject to approval by the Delaware Court of Chancery and on terms and conditions that include,
among other things, certain supplemental disclosures that were contained in the first supplement and certain amendments to the terms of the
merger agreement, as discussed in the first supplement. If the Delaware Court of Chancery approves the settlement contemplated in the
Memorandum of Understanding, the Delaware Actions will be dismissed with prejudice. Subject to court approval of the settlement, counsel for
the purported class will apply to the Delaware Court of Chancery for attorneys fees and expenses in connection with the actions. The settlement
will not take effect unless the merger between Gammon Gold and Capital Gold is consummated. The material terms of the settlement will be
described in a notice that will be filed with the SEC at a later date.

The outcome of the pending and potential future litigation is difficult to predict and quantify and the defense of such claims or actions can be
costly. In addition to diverting financial and management resources and general business disruption, CGC may suffer from adverse publicity that
could harm CGC s reputation, regardless of whether the allegations are valid or whether CGC is ultimately held liable. A temporary or permanent
injunction could delay or prevent completion of the merger and such delay or failure of the transaction could cause the adverse results discussed
above.

A judgment or settlement that is not covered by or is significantly in excess of CGC s insurance coverage for any claims, or our obligations to
indemnify the individual defendants, could materially and adversely affect CGC s financial condition, results of operations and cash flows.

The price of CGC s common stock may decline if no business combination transaction is approved.

Following the announcement that CGC may enter into a business combination transaction, the price of CGC s common stock materially
appreciated. The public markets may have already priced the perceived value of the post-business combination company into the price of CGC s
common stock. Therefore, if a business combination is not consummated, CGC s share price may decline.

The Timmins Gold Corp. consent solicitation may disrupt CGC s management and operations.

Timmins Gold Corp. has filed a consent solicitation with the Securities and Exchange Commission, or the SEC, to remove CGC s board of
directors and replace the board with its own slate of directors. The directors selected by Timmins Gold Corp. have no mining industry
experience. If the consent solicitation is commenced and is successful, the new board may implement changes that could disrupt the
management and/or operations of CGC, which could adversely affect CGC s results of operations.
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UPDATE TO COMPARATIVE PER SHARE DATA

The following tables present, as at the dates and for the periods indicated, selected historical and pro forma consolidated per share financial
information of Gammon Gold and CGC. You should read this information in conjunction with, and the information is qualified in its entirety by,
the consolidated financial statements and accompanying notes of Gammon Gold and CGC incorporated into this second supplement by
reference. See Update to Where You Can Find More Information.

The pro forma amounts in the tables below are presented for informational purposes only. You should not rely on the pro forma consolidated or
pro forma equivalent amounts as being necessarily indicative of the financial position or results of operations of Gammon Gold or CGC that
would have actually occurred had the transaction been effective during the periods presented or of the future financial position or results of
operations of Gammon Gold or CGC. The pro forma consolidated financial information as at or for the periods presented may have been
different had the transaction actually been effective as at or during those periods. The pro forma information, although helpful in illustrating the
financial characteristics of the pro forma consolidated company under one set of assumptions, does not reflect the benefits of expected cost
savings, opportunities to earn additional revenue, the impact of restructuring and merger-related costs, or other factors that may result as a
consequence of the merger and, accordingly, does not attempt to predict or suggest future results.

Gammon Gold Historical and Pro Forma Common Share Data

The following table presents the earnings (loss) per share, dividends per share and book value per share with respect to Gammon Gold on a
historical basis and pro forma consolidated basis giving effect to the merger. The Gammon Gold pro forma consolidated amounts are presented
as if the transaction had been effective for the period presented based on the acquisition method of accounting. The Gammon Gold pro forma
consolidated amounts do not include any cost savings or revenue enhancements which may arise from the merger, and do not include
restructuring or integration costs.

As at and for the
Nine Months Ended As at and for the
September 30, Year Ended
2010 December 31, 2009
(U.S.9) (US.$)

Basic Earnings (Loss) Per Share:
Gammon Gold historical (Canadian GAAP) (1.24) 0.07
Gammon Gold historical (U.S. GAAP) (1.33) (0.08)
Gammon Gold pro forma consolidated (U.S. GAAP)(1) (1.06) (0.06)
Diluted Earnings (Loss) Per Share:
Gammon Gold historical (Canadian GAAP) (1.24) 0.07
Gammon Gold historical (U.S. GAAP) (1.33) (0.08)
Gammon Gold pro forma consolidated (U.S. GAAP)(1) (1.06) (0.06)
Dividends Per Share:
Gammon Gold historical and pro forma(2)
Book Value Per Share at Period End:
Gammon Gold historical (Canadian GAAP) 4.59 5.77
Gammon Gold historical (U.S. GAAP) 3.87 5.13
Gammon Gold pro forma consolidated (U.S. GAAP)(1) 4.59 N/A

(1) Pro forma consolidated amounts are calculated by adding together the historical amounts reported by Gammon Gold and CGC based on each entity s most
recent financial information as filed with the SEC, reconciled to U.S. GAAP as adjusted for certain items related to the proposed merger, including
(i) estimated acquisition accounting adjustments to be recorded in connection with the merger (consisting of fair value adjustments for assets acquired and
liabilities assumed and adjustments for intangible assets established, and the resulting amortization/accretion of these adjustments over appropriate future
periods) and (ii) the estimated number of Gammon Gold common shares to be issued upon closing of the merger based upon the terms of the amended merger
agreement. The pro forma adjustments assume completion of the merger as at the beginning of the period indicated.
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(2) Gammon Gold pro forma consolidated results for the nine months ended September 30, 2010 and year ended December 31, 2009 were calculated using the
latest annual financial information filed with the SEC. CGC s results for the six months ended January 31, 2010, the twelve months ended July 31, 2010 and
the three months ended October 31, 2010 have been used to calculate the Gammon Gold pro forma combined results for the nine months ended September 30,
2010 and the year ended December 31, 2009. Financial information for the three months ended October 31, 2010 of Nayarit Gold is included in the unaudited
consolidated interim financial statements of CGC for the three months ended October 31, 2010 because CGC s acquisition of Nayarit Gold was completed on
August 2, 2010. Nayarit Gold s results prior to the acquisition by CGC for the twelve months ended September 30, 2009, the three months ended
December 31, 2009 and the six months ended June 30, 2010 have been used to calculate Gammon Gold s pro forma consolidated results for the nine months
ended September 30, 2010 and the year ended December 31, 2009, in order to provide the additional information necessary to assess the implications of the
merger between CGC and Nayarit Gold on August 2, 2010.

CGC Historical Share Data and Unaudited Pro Forma Equivalent Share Data

The following table presents the earnings per share, dividends per share and book value per share with respect to CGC on a historical basis and
an equivalent basis. The equivalent amounts with respect to the CGC common stock are calculated by multiplying the CGC historical amount by
the exchange ratio of 0.5209 Gammon Gold common shares constituting the stock consideration.

As at and for As at and for

the Six Months the Year
Ended Ended
January 31, 2011 July 31, 2010
(US.$) (U.S.$)
Basic Earnings Per Share:
CGC historical $ 0.13 $ 0.25
CGC equivalent 0.07 0.13
Diluted Earnings Per Share:
CGC historical $ 0.13 $ 0.25
CGC equivalent 0.07 0.13
Dividends Per Share:
CGC historical
CGC equivalent
Book Value Per Share at Period End:
CGC historical $ 1.81 $ 1.04
CGC equivalent 0.94 0.54
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UPDATE TO COMPARATIVE PER SHARE MARKET PRICE AND DIVIDEND INFORMATION

Gammon Gold s common shares are listed on the NYSE and the TSX under the trading symbols GRS and GAM, respectively. CGC s common
stock is listed on the NYSE Amex and the TSX under the trading symbol CGC. The following table sets forth, for the respective periods and

dates indicated, the high and low closing prices per share of CGC common stock as reported on the NYSE Amex and the TSX, and the high and

low closing prices per Gammon Gold common share as reported on the NYSE Composite Tape and the TSX. The TSX closing prices of

Gammon Gold common shares and CGC common stock are presented in Canadian dollars, and the NYSE closing prices of Gammon Gold

common shares and the NYSE Amex closing prices of CGC common stock are presented in U.S. dollars. For comparison purposes, the

following table uses calendar quarters, but it should be noted that CGC s fiscal year end is July 31 and Gammon Gold s fiscal year end is

December 31.

NYSE TSX NYSE Amex TSX
(U.S.$) (C$) (U.S.$) (C$)
Gammon Gold CGC CGC
Common Gammon Gold Common Common
Shares Common Shares Stock Stock
High Low High Low High Low High Low

Period
August 2010 $ 726 $580 $ 764 $ 6.00 $3.75 $3.25 $3.84 $345
September 2010 7.50 6.75 7.70 6.98 4.83 3.32 4.95 3.42
October 2010 7.35 6.67 7.40 6.88 4.82 4.30 491 4.41
November 2010 7.11 6.23 7.12 6.35 4.61 4.22 4.68 4.32
December 2010 8.19 6.82 8.20 6.92 5.13 4.60 5.19 4.64
January 2011 8.31 7.20 8.22 7.15 5.24 4.58 5.07 4.57
February 2011 9.29 7.83 9.20 7.71 5.65 4.87 5.60 4.81
March 2011 (through March 18, 2011) 9.25 8.22 8.98 8.15 5.62 5.21 5.46 5.15
2008
First Quarter $1026 $6.02 $10.17 $ 6.05 $3.12 $248 $332 $2.32
Second Quarter 10.88 7.24 10.96 7.41 2.86 2.42 2.92 2.40
Third Quarter 11.23 6.58 10.81 6.81 2.80 1.76 2.80 1.80
Fourth Quarter 7.19 2.28 7.73 2.95 1.84 1.08 2.12 1.28
2009
First Quarter $ 7.88 $459 $1000 $ 543 $2.84 $156 $360 $1.86
Second Quarter 8.57 5.92 9.46 7.26 2.86 2.08 3.16 2.52
Third Quarter 8.51 6.14 9.16 6.63 2.68 2.20 2.92 2.48
Fourth Quarter 12.20 7.84 12.80 8.45 4.24 2.36 4.40 2.56
2010(1)
First Quarter $12.02 $7.19 $1244 $ 7.27 $390 $294 $400 $3.12
Second Quarter 8.04 5.46 8.30 5.82 4.24 3.16 4.39 3.31
Third Quarter 7.50 5.27 7.70 5.47 4.83 3.25 4.95 3.42
Fourth Quarter 8.19 6.23 8.20 6.35 5.13 4.22 5.19 4.32
2011
First Quarter (through March 18, 2011) $ 929 $720 $ 920 $ 7.15 $565 $458 $560 $4.57
Last five calendar years
2006 $18.38 $9.25 $21.27 $1049 $1.72 $1.04 $192 $1.22
2007 18.56 6.89 21.55 6.84 3.24 1.42 3.08 1.56
2008 11.23 2.28 10.96 2.95 3.12 1.08 3.32 1.28
2009 12.20 4.59 12.80 5.43 4.24 1.56 4.40 1.86
2010 12.02 5.27 12.44 5.47 4.95 2.94 4.99 3.12

(1) Amounts reflected in the two CGC columns have been adjusted for the 4-for-1 reverse stock split that occurred during the fiscal year ended July 31, 2010.
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UPDATE TO SELECTED HISTORICAL CONSOLIDATED AND COMBINED FINANCIAL DATA
OF CAPITAL GOLD

The following table sets forth certain selected consolidated financial information of CGC prepared in accordance with U.S. GAAP. This
information as at and for the six months ended January 31, 2011 and 2010 and as at and for each of the years in the five year period ended

July 31, 2010 has been derived from the consolidated financial statements of CGC and notes to the consolidated financial statements as filed
with the SEC. The information presented below is only a summary and should be read in conjunction with the respective audited financial
statements of CGC, including the notes thereto, incorporated by reference in this second supplement. See Update to Where You Can Find More
Information.

At and for the Six Months
Ended January 31, Fiscal Year Ended July 31,
2011(4) 2010 2010 2009 2008 2007 2006
(unaudited) (in thousands)
(in thousands)
Statement of
Operations Data:
Revenues(1) $ 38989 $ 24,955 $ 60,645 $ 427757 $ 33,104 $ $
Net income (loss) 8,242 5,884 11,994 10,407 6,364 (7,472) (4,805)
Income (loss) per share
Basic(2) 0.13 0.12 0.25 0.22 0.15 (0.20) 0.17)
Income (loss) per share
Diluted(2)(3) 0.13 0.12 0.25 0.21 0.13
Weighted average
shares outstanding
Basic 61,150,592 48,505,818 48,512,828 48,315,116 43,760,000 37,452,816 28,051,118
Weighted average
shares outstanding
Diluted(3) 61,403,902 49,861,776 48,703,035 49,882,770 48,867,282 37,452,816 28,051,118
Balance Sheet Data:
Cash and cash
equivalents $ 8,863 % 4,943 $ 12,125 $ 6,448  $ 10,992 $ 2,225 $ 2,741
Inventories 40,547 26,397 34,849 21,405 13,113 3,171
Property and equipment,
net 72,376 24,725 21,390 18,492 22,617 17,817 1,036
Total assets 151,138 63,636 72,495 52,484 53,189 30,806 9,979
Reclamation and
remediation liability 2,769 1,854 2,373 1,594 1,666 1,249
Long-term debt 2,600 800 4,400 8,375 12,500
Total debt 2,600 6,200 4,400 8,000 12,500 12,500
Total stockholders
equity 111,250 45,250 50,929 35,765 32,507 15,241 9,453

(1) There were no revenues for the fiscal years ended July 31, 2007 and 2006 because CGC s first gold sale from production was in August 2007. Certain
reclassifications and restatements have been made to conform to the current presentation.
(2) Amounts were adjusted for retroactive effect of 4-for-1 reverse stock split.
(3) The effect of stock options and warrants was considered anti-dilutive because CGC incurred losses for the fiscal years ended July 31, 2007 and 2006.
Accordingly, CGC s presentation of diluted net loss per share is the same as that of basic net loss per share.
(4) Amounts include CGC acquisition of Nayarit Gold as of August 2, 2010.
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Acquisition of Nayarit Gold Inc.

On August 2, 2010, CGC completed its acquisition of Nayarit Gold Inc. As a result of this transaction, Nayarit Gold became a wholly-owned
subsidiary of CGC. In connection with the transaction, each outstanding share of Nayarit Gold common stock was converted into 0.134048
shares of CGC common stock, plus cash paid in lieu of any fractional share. CGC issued 12,454,354 shares of its common stock to Nayarit
Gold s then current stockholders in the transaction and has reserved for issuance an additional 1,621,981 and 903,483 shares of CGC common
stock upon the exercise of former Nayarit Gold warrants and options, respectively. Based upon the closing price of CGC s common stock on
August 2, 2010, the consideration received by Nayarit Gold shareholders had a value of approximately $47.6 million as detailed below.

Conversion Estimated Form of
Calculation Fair Value Consideration
(In thousands, except per share amounts)
Number of Nayarit Gold shares outstanding as of the transaction

date 92,910

Exchange ratio(1) 0.134048

Number of shares issued to Nayarit Gold shareholders 12,454

Value of Capital Gold common stock issued(1) Capital Gold
$ 3.71 $ 46,206 common stock

Value of Nayarit Gold s options and warrants to be exchanged for Capital Gold

Capital Gold options and warrants(2)

stock options and
1,393 warrants

Total consideration transferred $ 47,599

(1) Inaccordance with ASC 805, the fair value of equity securities issued as part of the consideration transferred was the closing market price of CGC s common
stock on the effective date of the acquisition. The pro forma shares issued equaled 12,454,354 shares of CGC common stock, which is calculated by
multiplying 0.134048 by 92,909,659, being the number of shares of Nayarit Gold common stock outstanding on August 2, 2010. Nayarit Gold shareholders
own approximately 20.4% of the issued and outstanding shares of CGC common stock.

(2) Represents the fair value to acquire 1,621,981 and 903,483 shares of CGC common stock upon the exercise of former Nayarit Gold warrants and options,
respectively. The fair value of the warrants and options were estimated using the Black-Scholes valuation model utilizing the assumptions noted below.

Stock price $ 3.71
Post conversion strike price $3.28 9.92
Average expected volatility 70%
Dividend yield None
Average risk-free interest rate 0.29%
Average contractual term 0.79 years
Black-Scholes average value per warrant and option $ 0.57

The expected volatility of CGC s stock price is based on the average historical volatility, which is based on daily observations and duration consistent with the
expected life assumption and implied volatility. The average contractual term of the warrants and options is based on the remaining contractual exercise term of
each warrant and option. The risk free interest rate is based on U.S. treasury securities with maturities equal to the expected life of the warrants and options.
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The transaction has been accounted for using the acquisition method of accounting which requires, among other things, the assets acquired and
liabilities assumed to be recognized at their fair values as of the acquisition date. The following table summarizes the estimated fair values of
major assets acquired and liabilities assumed on August 2, 2010:

Fair Value
(in thousands)
Cash and cash equivalents $ 50
Short-term investments 2
Prepaid expenses and sundry receivables 1,238
Property, plant and equipment 196
Mineral interests indicated and inferred 43,780
Exploration interests 16,730
Goodwill 3,394
Accounts payable and liabilities assumed (1,336)
Deferred tax liability (16,455)
Net assets acquired $ 47,599

A single estimate of fair value results from a complex series of judgments about future events and uncertainties and relies heavily on estimates
and assumptions. CGC s judgments used to determine the estimated fair value assigned to each class of assets acquired and liabilities assumed, as
well as asset lives, can materially impact CGC s results from operations. CGC s management allocated the acquisition cost to the assets acquired
and liabilities assumed based on the estimated fair value of Nayarit Gold s tangible and identifiable assets and liabilities. The amount allocated to
the mineral and exploration interests was based on a valuation report prepared by a third party appraisal firm. The allocation is considered final

as of the date of this report as management reviewed certain of the underlying assumptions and calculations used in the allocation to the assets
and liabilities of Nayarit Gold that were acquired.

During the six months ended January 31, 2011, CGC incurred transaction costs consisting primarily of legal, professional, investment advisory
and accounting fees of $971. These costs are included in general and administrative expenses on the consolidated statement of operations.

Pro forma Information

The following unaudited pro forma results of operations of CGC for the six months ended January 31, 2011 and 2010 assume that the acquisition
of the operating assets of the significant business acquired during 2010 and 2009 had occurred on August 1 of the respective year in which the
business was acquired and for the comparable period only (i.e., 2010 acquisitions are reflected in 2009). These unaudited pro forma results are
not necessarily indicative of either the actual results of operations that would have been achieved had the companies been combined during these
periods, nor are they necessarily indicative of future results of operations.

Six Months Six Months
Ended Ended
January 31, January 31,
2011 2010
(in thousands)

Revenues 38,989 24,955
Net income (loss) 8,242 4,231
Income (loss) per common share:
Basic net income (loss) 0.13 0.07
Diluted net income (loss) 0.13 0.07

As of February 14, 2011, there were approximately 170 stockholders of record of Gammon Gold common shares and approximately 970
stockholders of record of CGC common stock. Neither Gammon Gold nor CGC
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has ever paid cash dividends on its common shares or common stock, respectively, and neither anticipates paying cash dividends in the
foreseeable future.

Following completion of the merger, Gammon Gold common shares will continue to be listed on the NYSE and the TSX, and there will be no
further market for CGC common stock.

The following table shows the closing prices for Gammon Gold common shares and CGC common stock and the implied per share value (based
on the merger consideration provided for in the amended merger agreement, including Amendment No. 3) in the merger to CGC stockholders
for September 24, 2010, the last trading day preceding the announcement by Timmins Gold Corp. detailing its previous non-binding proposal to
merge with CGC, September 30, 2010, the last trading day before the public announcement of the proposed merger, March 14, 2011, the last
trading day before Gammon Gold announced its intent to amend the merger agreement to increase the cash component of the merger
consideration, and on March 18, 2011, the last practicable day before the date of this second supplement. We urge you to obtain current market
quotations for both Gammon Gold common shares and CGC common stock.

Implied Value of One
Gammon Gold CGC Share of CGC
Common Shares Common Stock Common Stock
(U.S.$) (U.S.9) U.S.$)Q)

September 24, 2010 $ 7.26 $ 3.80 $ 4.87
September 30, 2010 $ 7.01 $ 4.83 $ 4.74
March 14, 2011 $ 8.89 $ 5.34 $ 5.72
March 18, 2011 $ 8.67 $ 5.46 $ 5.61

(1) The implied value per share reflects the value of Gammon Gold common shares that CGC stockholders would receive in exchange for each share of CGC
common stock if the merger were completed on the date indicated. Such price reflects the 0.5209 of a Gammon Gold common share that CGC stockholders
will be entitled to receive for each share of CGC common stock in the merger and a cash payment in the amount of $1.09 per share. Holders of CGC common
stock will also receive cash in lieu of any fractional share interests.
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UPDATE TO CURRENCY EXCHANGE RATE DATA

The following tables show, for the date or periods indicated, certain information regarding the U.S. dollar/Canadian dollar exchange rate and the
Canadian dollar/U.S. dollar exchange rate. The information is based on the noon buying rate as reported by the Bank of Canada.

September 30, 2010

(the last trading day before public announcement of the proposed

merger)
March 18, 2011

Year Ended December 31,

2005

2006

2007

2008

2009

Nine Months Ended September 30,
2009

2010

(1) The average rate is calculated as the average of the noon buying rate as reported by the Bank of Canada on the last day of each month during the period.
The following table shows the high and low U.S. dollar/Canadian dollar exchange rates for each of the months indicated. The information is

based on the noon buying rate as reported by the Bank of Canada.

September 2010
October 2010
November 2010
December 2010
January 2011
February 2011
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C$ per U.S.$ per
U.S.$1.00 C$1.00
C$ 1.0298 U.S.$0.9711
C$ 0.9844 U.S.$1.0158
Average Rate(1)
CS$ per U.S.$ per
U.S.$1.00 C$1.00
C$ 1.2085 U.S.$0.8275
1.1308 0.8843
1.0666 0.9376
1.0716 0.9332
1.1374 0.8792
1.1631 0.8598
1.0416 0.9601

High Low
(C$ per U.S.$1.00)

C$ 1.0520 C$1.0222
1.0320 1.0030
1.0264 1.0013
1.0178 0.9946
1.0022 0.9862
0.9955 0.9739
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UPDATE TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
(expressed in thousands of U.S. dollars, unless otherwise noted)

The unaudited pro forma condensed consolidated income statement for the fiscal year ended December 31, 2009 and for the nine months ended
September 30, 2010 combine the historical consolidated income statements of Gammon Gold and CGC, giving effect to the merger of Gammon
Gold and CGC as if it had occurred on January 1, 2009.

The unaudited pro forma condensed consolidated balance sheet as of September 30, 2010 combines the historical consolidated balance sheets of
Gammon Gold and CGC, giving effect to the merger as if it had occurred on September 30, 2010. The historical consolidated financial
information has been adjusted to give effect to pro forma events that are (1) directly attributable to the merger, (2) factually supportable, and

(3) with respect to the income statements, expected to have a continuing impact on the consolidated results. The unaudited pro forma condensed
consolidated financial information has been prepared in accordance with U.S. GAAP and should be read in conjunction with the accompanying
notes to the unaudited pro forma condensed consolidated financial statements.

On August 2, 2010, prior to the proposed merger of Gammon Gold and CGC, CGC acquired Nayarit Gold pursuant to a merger agreement.
Following the completion of this transaction, the combined entity became known as CGC. The operating results and financial position of Nayarit
Gold are reflected in the financial statements of CGC as at and for the three months ended October 31, 2010. The operating results of Nayarit
Gold are not reflected in the financial statements of CGC for any periods prior to August 2, 2010. Management of Gammon Gold has reflected
the consolidated financial information of Nayarit Gold in the pro forma condensed consolidated income statements for the year ended

December 31, 2009 and the nine months ended September 30, 2010 in order to provide the additional information necessary to assess the
implications of the merger with CGC.

Management has determined that no material adjustments to the CGC or Nayarit Gold financial statements are required to comply with the
accounting policies used by Gammon Gold in the preparation of its consolidated financial statements.

In addition, the unaudited pro forma condensed consolidated financial information was based on and should be read in conjunction with the:

separate historical consolidated audited financial statements of Gammon Gold as at and for the year ended December 31, 2009,
prepared in accordance with Canadian GAAP, and the supplemental financial statement schedule entitled Reconciliation with United
States Generally Accepted Accounting Principles, and the related notes included in Gammon Gold s Annual Report on Form 40-F for
the fiscal year ended December 31, 2009, as amended by Amendment No.1 to Form 40-F/A for the fiscal year ended December 31,
2009, which are incorporated by reference to this second supplement;

unaudited consolidated financial statements of Gammon Gold as at and for the nine months ended September 30, 2010, prepared in
accordance with Canadian GAAP and the supplemental financial statement schedule entitled Reconciliation with United States
Generally Accepted Accounting Principles, and the related notes included in Gammon Gold s Report of Foreign Issuer on Form 6-K
filed on December 10, 2010 which is incorporated by reference into this second supplement;

audited consolidated financial statements of CGC as at and for the fiscal year ended July 31, 2010 and 2009, prepared in accordance
with U.S. GAAP, and the related notes included in CGC s Annual Report on Form 10-K for the fiscal year ended July 31, 2010,
which is incorporated by reference into this second supplement;

unaudited consolidated financial statements of CGC as at and for the six months ended January 31, 2010 and 2009, prepared in
accordance with U.S. GAAP, and the related notes included in CGC s
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Quarterly Report on Form 10-Q for the fiscal quarter ended January 31, 2010, which is incorporated by reference into this second
supplement;

unaudited consolidated financial statements of CGC as at and for the three months ended October 31, 2010 and 2009, prepared in
accordance with U.S. GAAP, and the related notes included in CGC s Quarterly Report on Form 10-Q for the fiscal quarter ended
October 31, 2010, which is incorporated by reference into this second supplement;

unaudited interim consolidated financial statements of Nayarit Gold as at and for the nine months ended June 30, 2010, prepared in
accordance with Canadian GAAP and reconciled to U.S. GAAP, and the related notes included in Annex E to this proxy
statement/prospectus, which is incorporated by reference into this second supplement; and

audited consolidated financial statements of Nayarit Gold as at and for the year ended September 30, 2009, prepared in accordance
with Canadian GAAP and reconciled to U.S. GAAP, and the related notes included in Amendment No. 1 to CGC s Current Report on
Form 8-K/A, as filed with the SEC on October 13, 2010, which is incorporated by reference into this second supplement.
The pro forma condensed consolidated financial information should be read in conjunction with the description of the proposed merger in this
document and the financial statements, together with notes thereon, that are included in this document, or incorporated by reference herein.

The financial information presented for Nayarit Gold was prepared based on the historical financial statements of Nayarit Gold prepared and
presented in Canadian dollars and was translated from Canadian dollars to U.S. dollars at the average exchange rate for the applicable period for
the income statement data. In addition, the historical income statements for Nayarit Gold used in the preparation of the pro forma condensed
consolidated income statement were adjusted in the pro forma only to reflect the reconciliation from Canadian GAAP to U.S. GAAP. The main
adjustments in the pro forma income statements as it relates to the unaudited consolidated income statements of Nayarit Gold for the nine
months ended June 30, 2010, the twelve months ended September 30, 2009, and the three months ended December 31, 2009 and 2008, were
adjustments to exploration expense of C$934, C$6,865, C$360 and C$2,310, respectively.

Financial information for the three months ended October 31, 2010 of Nayarit Gold is included in the unaudited consolidated interim financial
statements of CGC for the three months ended October 31, 2010, as CGC s acquisition of Nayarit Gold was completed on August 2, 2010. The
income statement data of Nayarit Gold for the six months ended June 30, 2010, prior to the acquisition by CGC, has been reflected separately in
the unaudited pro forma condensed consolidated income statement. Nayarit Gold s unaudited consolidated income statement for the six months
ended June 30, 2010 was constructed by deducting the three months ended December 31, 2009 from the nine months ended June 30, 2010.

The unaudited consolidated income statement for Nayarit Gold for the year ended December 31, 2009 was constructed by adding and deducting
the three months ended December 31, 2009 and the three months ended December 31, 2008, respectively, from the year ended September 30,
2009.

The audited consolidated financial statements of Capital Gold for the years ended July 31, 2010 and 2009, the unaudited consolidated financial
statements of Capital Gold for the six months ended January 31, 2010 and 2009 and the unaudited consolidated financial statements of Capital
Gold for the three months ended October 31, 2010 have been used to approximate the year ended December 31, 2009 and the nine months ended
September 30, 2010. The unaudited consolidated income statement for the nine months ended October 31, 2010 was constructed by adding and
deducting the three months ended October 31, 2010 and the six months ended January 31, 2010, respectively, from the year ended July 31, 2010.
The unaudited income statement for the year ended January 31, 2010 was constructed by adding and deducting the six months ended January 31,
2010 and the six months ended January 31, 2009, respectively, from the year ended July 31, 2009.
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The unaudited pro forma condensed consolidated financial information has been presented for informational purposes only. The pro forma
information is not necessarily indicative of what the combined company s financial position or results of operations actually would have been had
the merger been completed as of the dates indicated. In addition, the unaudited pro forma condensed consolidated financial information does not
purport to project the future financial position or operating results of the combined company. There were no material transactions between
Gammon Gold and CGC during the periods presented in the unaudited pro forma condensed consolidated financial information that would need

to be eliminated. Transactions between Capital Gold and Nayarit Gold during the periods presented in the unaudited pro forma condensed
consolidated financial information have been eliminated as a pro forma adjustment. See notes to the pro forma condensed consolidated financial
information below.

The unaudited pro forma condensed consolidated financial information has been prepared using the acquisition method of accounting under U.S.
GAAP, which is subject to change and interpretation. Gammon Gold has been treated as the acquirer for accounting purposes. Assumptions and
estimates underlying the pro forma adjustments are described in the accompanying notes, which should be read in connection with the unaudited
pro forma combined financial information. In the opinion of Gammon Gold s management, all adjustments considered necessary for a fair
presentation have been included.

The acquisition accounting is dependent upon certain valuations and other studies that have not yet begun or are not yet completed, and will not
be completed until after the closing of the merger. Accordingly, the pro forma adjustments are preliminary and have been made solely for the
purpose of providing unaudited pro forma condensed consolidated financial information and are necessarily based upon preliminary information
available at the time of the preparation of this proxy statement/prospectus. Differences between these preliminary estimates and the final
acquisition accounting will occur and these differences could have a material impact on the accompanying unaudited pro forma condensed
consolidated financial information and the combined company s future results of operations and financial position.

The unaudited pro forma condensed consolidated financial information does not reflect any cost savings, operating synergies or revenue
enhancements that the combined company may achieve as a result of the merger, the costs to integrate the operations of Gammon Gold, CGC
and Nayarit Gold or the costs necessary to achieve these cost savings, operating synergies and revenue enhancements. The merger is currently
expected to be completed during the second quarter of 2011, subject to receipt of CGC stockholder approval and other usual and customary
closing conditions.
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Unaudited Pro Forma Condensed Consolidated Balance Sheet

(in thousands of U.S. dollars)
ASSETS

Current assets

Cash and cash equivalents

Accounts and other receivables
Stockpiles and ore on leach pads
Material and supply inventories
Other current assets

Total current assets

Mining interests, property and equipment
Exploration property interests

Intangible assets, net (note 5, vi)
Goodwill

Other assets

Total assets

Table of Contents

Gammon Gold Inc.

As at September 30, 2010

Gammon
Gold

$ 106,998

16,266
77,534
20,379

3,449

$ 224,626
338,247
79,599
3,549

16,516

$ 662,537

See accompanying notes
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CGC

$ 9254

2,665
36,933
2,306
898

$ 52,056
68,948
17,666

734
3,480
1,142

$ 144,026

)
(iv)

(vi)

(vii)

(viii)

(ix)

Pro Forma
Adjustments
(note 6) Consolidated

$ (67,139) $ 42,113

(7,000)
18,931
44,586 159,053
22,685
4,347

$ (29,553) $ 247,129

73,397 480,592
97,265

4,283

167,511 170,991
(1,065) 16,593

$ 210,290 $ 1,016,853
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Unaudited Pro Forma Condensed Consolidated Balance Sheet

(in thousands of U.S. dollars)

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities

Accounts payable and accrued liabilities

Current portion of deferred tax liability

Current portion of long-term debt and capital leases
Current portion of other long-term obligations

Total current liabilities

Reclamation and remediation liabilities
Other liabilities

Long-term debt and capital leases
Employee future benefits

Deferred tax liability

Total long-term liabilities
Total liabilities

Stockholders equity
Common stock

Contributed surplus

Additional paid-in capital

Accumulated deficit

Accumulated other comprehensive income (loss)

Total stockholders equity

Total liabilities and stockholders equity
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Gammon Gold Inc.

As at September 30, 2010

Gammon
Gold

$ 40,083
7,909
4,399
1,872

$ 54,263
6,533
3,632
29,596
2,785
28,713
71,259

$ 125,522

881,811
20,267
(367,459)

2,396
537,015

$ 662,537

See accompanying notes
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CGC

$ 7,584
7,666
3,100

$ 18,350

2,665
308
400

17,869
21,242

$ 39,592

6

113,354

(7,150)

(1,776)

104,434

$ 144,026

Pro Forma
Adjustments
(note 6)
$
(x) 12,484
$ 12,484
(x) 20,551
20,551
$ 33,035
) (6)
(i1) 285,238
(ii1) 3,451
(1) (113,354)
@) 7,150
@iv) (7,000)
@) 1,776
177,255
$ 210,290

Consolidated

$ 47,667
28,059
7,499

1,872

$ 85,097

9,198
3,940
29,996
2,785
67,133
113,052

$ 198,149

1,167,049
23,718
(374,459)

2,396
818,704

$ 1,016,853
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Gammon Gold Inc.

Unaudited Pro Forma Condensed Consolidated Income Statement

For the Nine Months ended September 30, 2010

(in thousands of U.S. dollars)
Revenue from mining operations

Expenses

Production costs, excluding amortization and depletion
Refining costs

General and administrative costs

Amortization, depletion and accretion

Exploration

Impairment charge

Loss on disposal of assets

Earnings (loss) before other items

Interest on long-term debt

Foreign exchange gain (loss)
Interest and other income (expense)
Transaction costs

Earnings (loss) before income taxes
Income tax expense (recovery)

Net earnings (loss)

Earnings (loss) per share

Basic (xii)

Diluted (xii)

Weighted average number of shares outstanding (in
thousands)

Basic (xii)

Diluted (xii)
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Gammon
Gold
$ 167,249

(87,483)
(1,424)
(19,302)
(38,337)
(13,487)
(212,090)
(2,437)

(374,560)
(207,311)

(2,374)
(1,945)
656

(3,663)

(210,974)
(26,911)

$ (184,063)

(1.33)
(1.33)

138,339
138,339

CGC
$ 54,642

(20,492)

(8,447)
(2,657)
(1,558)

(33,154)
21,488

(966)

(57)

(1,023)

20,465
11,401

$ 9,064

See accompanying notes
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Nayarit
Gold

(751)
(26)
(599)

(1,376)
(1,376)

2

3

1
(630)

(628)

(2,004)

$ (2,004)

(xi)

(xi)

(vii)

9]

Pro Forma

Adjustments
(note 6)
$ 1,403

(1,403)

(4,769)

(6,172)

(4,769)

(4,769)
(1,335)

$ (3439

Consolidated
$ 223294

(109,378)
(1,424)
(28,500)
(45,789)
(15,644)
(212,090)
(2,437)

(415,262)
(191,968)

(3,342)

(1,942)
600

(630)

(5,314)

(197,282)
(16,845)

$ (180,437)

(1.06)
(1.06)

170,424
170,424
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Gammon Gold Inc.

Unaudited Pro Forma Condensed Consolidated Income Statement

For the Year ended December 31, 2009

(in thousands of U.S. dollars)
Revenue from mining operations

Expenses

Production costs, excluding amortization and depletion
Refining costs

General and administrative costs

Amortization, depletion and accretion

Exploration

Earnings (loss) before other items

Interest on long-term debt

Foreign exchange loss

Interest and other income

Loss on change in fair value of derivative
Other expense

Earnings (loss) before income taxes
Income tax expense (recovery)

Net earnings (loss)

Earnings (loss) per share

Basic (xii)

Diluted (xii)

Weighted average number of shares outstanding (in
thousands)

Basic (xii)

Diluted (xii)

Table of Contents

Gammon
Gold
$ 206,801

(104,491)
(2,855)
(37,054)
(48,327)
(11,801)

(204,528)
2,273

(3,314)
(4,896)
633

(7,577)

(5,304)
4,431

$ 9,735

(0.08)
(0.08)

125,689
125,689

CGC
$ 47,168
(15,921)
(6,686)
(2,292)
(1,385)
(26,284)
20,884
(1,383)
27
(1,397)
(143)
(2,896)

17,988
6,830

$ 11,158

See accompanying notes

S-28

Nayarit
Gold
$

(2,091)

(46)
(4,267)
(6,404)
(6,404)

(16)
(124)
22

(118)

(6,522)

$(6,522)

Pro Forma

Adjustments
(note 6)
1,096

i) $
(xi) (1,096)

(vii) (6,359)

(7,455)

(6,359)

(6,359)
x) (1,780)

$ 4,579

Consolidated
$ 255,065

(121,508)
(2,855)
(45,831)
(57,024)
(17,453)

(244,671)
10,394

4,713)
(5,020)
682
(1,397)
(143)

(10,591)

197)
9,481

$  (9678)

(0.06)
(0.06)

157,774
157,774
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(in thousands of U.S. dollars, unless otherwise noted)
1. Description of the transaction

Gammon Gold and CGC have entered into a definitive merger agreement pursuant to which Gammon Gold will offer to acquire all of the issued
and outstanding common stock of CGC in a cash and share transaction. In order to effect the merger transaction, CGC will merge with and into a
wholly-owned subsidiary of Gammon Gold. As a result of this merger, the shares of CGC common stock will no longer be listed on any stock
exchange or quotation system.

Under the terms of the amended merger agreement, each share of common stock of CGC will be exchanged for 0.5209 common shares of
Gammon Gold and a cash payment in the amount of $1.09 per CGC share.

2. Basis of presentation

The unaudited pro forma condensed consolidated financial information was prepared using the acquisition method of accounting under U.S.
GAAP in accordance with Accounting Standards Codification, or ASC, Topic 805, Business Combinations ( ASC 805 ). Gammon Gold is
considered the legal and accounting acquirer of CGC and CGC is the legal and accounting acquirer of Nayarit Gold. The unaudited pro forma
condensed consolidated financial information was based on the historical financial statements of Gammon Gold, CGC and Nayarit Gold. Certain
reclassifications have been made to the historical financial statements in preparation of the pro forma condensed consolidated financial
information to conform to the financial statement presentation currently adopted by Gammon Gold.

The acquisition accounting is dependent upon certain valuations and other studies or events that have yet to progress to a stage where there is
sufficient information for a definitive measurement. Accordingly, the pro forma adjustments are preliminary and have been made solely for the
purpose of providing unaudited pro forma condensed consolidated financial information. Differences between these preliminary estimates and
the final acquisition accounting will occur and these differences could have a material impact on the accompanying unaudited pro forma
condensed consolidated financial information and the combined company s future results of operations and financial position.

ASC 805 establishes that the consideration transferred be measured at the closing date of the acquisition at the then-current market price. This
particular requirement may result in the equity consideration being valued differently from the amount reflected in this unaudited pro forma
consolidated financial information. See note 4 for the estimate of consideration expected to be transferred.

Under the acquisition method of accounting, the assets acquired and liabilities assumed of CGC will be recorded as of the completion of the
merger, primarily at their respective fair values and added to those of Gammon Gold. The results of operations of CGC and will be included in
the financial statements of the combined company entity as of the date of the completion of the merger.

Under ASC 805, acquisition-related transaction costs (i.e., advisory, legal, valuation, other professional fees) and certain acquisition-related
restructuring charges affecting the target company are not included as a component of consideration transferred but are accounted for as
expenses in the periods during which the costs are incurred. Total acquisition-related transaction costs expected to be incurred by Gammon Gold
are estimated to be approximately $7,000. The estimated transaction costs are reflected in the unaudited pro forma condensed consolidated
balance sheet as a reduction to cash and cash equivalents and an increase to accumulated deficit. The unaudited pro forma condensed
consolidated income statements do not reflect any acquisition-related

S-29
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(in thousands of U.S. dollars, unless otherwise noted)

transaction costs, or restructuring charges expected to be incurred in connection with the merger; these charges are expected to be in the range of
approximately $7,000 and $5,000, respectively, on a pre-tax basis.

3. Accounting policies

The pro forma condensed consolidated financial information has been prepared using accounting policies consistent with the policies used in
preparing Gammon Gold s audited consolidated financial statements for the year ended December 31, 2009, in accordance with Canadian GAAP,
reconciled to U.S. GAAP.

Upon consummation of the merger, Gammon Gold will review, in detail, the accounting policies of CGC and Nayarit Gold. As a result of that
review, Gammon Gold may identify differences between the accounting policies of the two companies that, when conformed, could have a
material impact on the consolidated financial statements. At this time, Gammon Gold is not aware of any differences that would have a material
impact on the pro forma condensed consolidated financial information.

4. Estimate of consideration expected to be transferred

The following is a preliminary estimate of consideration to be transferred to effect the acquisition:

Conversion Estimated Form of
calculation fair value consideration
Total Capital Gold shares outstanding immediately prior to the acquisition by
Gammon Gold 61,595,842
32,085,274
Multiplied by the exchange ratio of 0.5209 common shares of Gammon Gold for Gammon Gold
each share of CGC outstanding shares to be issued
Multiplied by Gammon Gold s stock price as at March 14, 2011 Gammon Gold
$8.89 $285,238 Common Stock
Numbe