THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt about the contents of this document or as to
what action you should take, you should consult your stockbroker, bank manager, solicitor, accountant or other independent financial adviser authorised for the purposes
of the Financial Services and Markets Act 2000 who specialises in advising on the acquisition of shares and other securities.

If you sell or have sold or otherwise transferred all of your Existing Ordinary Shares or Existing Warrants please send this document, together with any accompanying
documents or forms to the stockbroker, bank or other agent through whom the sale or transfer was effected, for onward transmission to the purchaser or transferee.

The Directors and Proposed Directors, whose names appear on page 5 of this document, and KimCor accept responsibility, both individually and collectively, for the
information contained in this document and for compliance with the AIM Rules. To the best of the knowledge and belief of the Directors, Proposed Directors and
KimCor who have taken all reasonable care to ensure that such is the case, the information contained in this document is in accordance with the facts and does not
omit anything likely to affect the import of such information. To the extent that information has been sourced from a third party the informabn has been accurately
reproduced and as far as the Directors, Proposed Directors and KimCor are aware, and are able to ascertain from information published by that third party, no facts
have been omitted which may render reproduced information inaccurate or misleading.

No person has been authorised to give any information or make any representations other than those contained in this document and, if given or made, such
information or representations must not be relied upon as having been so authorised. The delivery of this document will not, under any circumstances, be deemed to
create any implication that there has been no change in the affairs of the Company since the date of this document or that the information in this document is correct
at any time subsequent to its date.

This document comprises an admission document prepared in accordance with the AIM Rules. This document does not comprise a prospectus for the purposes of
the Prospectus Rules published by the FSA and has not been filed with the FSA, but comprises an AIM admission document and has been prepared in accordance
with the AIM Rules. In accordance with the AIM Rules, if the Acquisition is approved by holders of Existing Ordinary Shares at the EGM trading in the Existing
Ordinary Shares and Existing Warrants will be cancelled. Application will then be made for the Existing Ordinary Shares, Existing Warrants and the New Ordinary
Shares to be admitted to trading on AIM. It is expected that such admission will become effective and that dealings in the Enlarged Share Capital and the Existing
Warrants will commence on 21 September 2007.

AIM is a market designed primarily for emerging or smaller companies to which a higher investment risk tends to be attached than to larger or more established companies.
AIM securities are not admitted to the Official List of the United Kingdom Listing Authority and the AIM Rules are less demanding than those of the Official List. It is
emphasised that no application is being made for admission of the Existing Ordinary Shares, the New Ordinary Shares or the Existing Warrants to trading on the Official
List of the UK Listing Authority. A prospective investor should be aware of the risks of investing in such companies and should make the decision to invest only after careful
consideration and, if appropriate, consultation with an independent financial adviser. Each AIM company is required pursuant to the AIM Rules for Companies to have a
nominated adviser. The nominated adviser is required to make a declaration to the London Stock Exchange on Admission in the form set out in Schedule Two to the AIM
Rules for Nominated Advisers. The London Stock Exchange has not itself examined or approved the contents of this document. The Existing Ordinary Shares and the
Existing Warrants are not dealt in on any other recognised investment exchange and, apart from the application for Admission, no other such application has been or is
intended to be made.

To the extent that information has been sourced from a third party, this information has been accurately reproduced and, as far as the Directors, the Proposed
Directors and KimCor are aware and are able to ascertain from information published by a third party, no facts have been omitted which may render the reproduced
information inaccurate or misleading.

THE WHOLE OF THE TEXT OF THIS DOCUMENT SHOULD BE READ AND IN PARTICULAR YOUR ATTENTION IS DRAWN TO THE SECTION

ENTITLED 2RISK FACTORS® SET OUT IN PART 2 OF THIS DOCUMENT.

KIMCOR DIAMONDS PLC

(Incorporated in England and Wales under the Companies Act 1985, with registered number 05399993)

Proposed acquisition of Dwyka Diamonds Holdings Limited
Proposed placing of 65,535,000 new Ordinary Shares at 6.5 pence per share
Approval of waiver of the obligation to make a mandatory offer under Rule 9 of the Takeover Code
Admission of Enlarged Share Capital and Existing Warrants to trading on AIM
and
Notice of Extraordinary General Meeting

Nominated adviser and broker
Strand Partners Limited

Share capital of KimCor immediately following the Placing and Admission

Authorised Issued and fully paid
Number Nominal Value Number Nominal Value
400,000,000 £2,000,000 Ordinary Shares of 0.5 pence 268,265,577 £1,341,328

The New Ordinary Shares will rank equally in all respects with the Existing Ordinary Shares and will rank in full for all dividends or other distributions declared,
made or paid on the ordinary share capital of the Company after the date of issue.

Strand Partners Limited, which is authorised and regulated in the United Kingdom by the Financial Services Authority, is acting as nominated adviser and broker to
the Company in connection with the Proposals. Its responsibilities as the Company's nominated adviser under the AIM Rules are owed solely to the London Stock
Exchange and are not owed to the Company or to any Director or Proposed Director or to any other person in respect of their decision to acquire Ordinary Shares
or Existing Warrants in the Company in reliance on any part of this document. Strand Partners Limited is acting exclusively for KimCor Diamonds plc and for no
one else and will not be responsible to anyone other than the Company for providing the protections afforded to their clients or for providing advice in relation to the
contents of this document or the Placing or the proposed admission of the Enlarged Share Capital and Existing Warrants to trading on AIM. No representation or
warranty, express or implied, is made by Strand Partners Limited as to the contents of this document, without limiting the statutory rights of any person to whom
this document is issued. The information contained in this document is not intended to inform or be relied upon by any subsequent purchasers of Ordinary Shares
or Existing Warrants (whether on or off exchange) and accordingly no duty of care is accepted in relation to them.

The Placing described in this document is only made in the United Kingdom and in other territories where it is lawful to make the Placing. This document does not
constitute an offer to sell or the solicitation of an offer to buy shares in any jurisdiction in which such offer or solicitation is unlawful and in particular, is not an offer

of securities for sale in the United States and the Ordinary Shares and the Existing Warrants have not been and will not be registered under the United States Securities
Act of 1933, or under the laws of any state, district or other jurisdiction of the US or any of the other Excluded Territories and no regulatory clearances in respect

of the Ordinary Shares or the Existing Warrants have been or will be applied for in any such jurisdiction.

Notice of an extraordinary general meeting of KimCor Diamonds plc to be held at the offices of Nabarro at Lacon House, 84 Theobald's Road, London WC1X 8RW on

20 September 2007 at 11.00 a.m. (or if later, following the conclusion or adjournment of the annual general meeting convened for the same day) is set out on pages 298 to
299 of this document. Whether or not you intend to attend the meeting, it is important that you complete and return the Form of Proxy accompanying this document as
soon as possible and in any event so as to be received by the registrar, Computershare Investor Services plc, The Pavilions, Bridgwater Road, Bristol BS13 3FB not later
than 11.00 a.m. on 18 September 2007. Completion and return of the Form of Proxy will not preclude a Shareholder from attending and voting at the Extraordinary
General Meeting if he or she wishes to do so.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

Publication of this document 21 August 2007
Latest time and date for receipt of Forms of Proxy in respect

of the EGM 11.00 a.m. on 18 September 2007
Payment to be received from the investors (other than through

CREST) pursuant to the Placing in cleared funds 3.00 p.m. on 18 September 2007
Annual general meeting 10.50 a.m. on 20 September 2007
Extraordinary General Meeting 11.00 a.m. on 20 September 2007
Completion of the Acquisition 21 September 2007
Admission effective and dealings in the Enlarged Share Capital

and the Existing Warrants expected to commence on AlM 21 September 2007
CREST accounts expected to be credited 21 September 2007

Despatch of definitive share certificates for the Consideration Shares
and the Placing Shares (where applicable) 4 October 2007

ACQUISITION AND PLACING STATISTICS

Placing Price 6.5 pence
Number of Existing Ordinary Shares 67,191,859
Number of Consideration Shares 134,383,718
Number of Placing Shares 65,535,000
Enlarged Share Capital 268,265,577
Number of Existing Warrants in issue 10,326,667
Closing mid market price per Ordinary Share on 20 August 2007 (being the

dealing day prior to the announcement of the Acquisition and the Placing) 7.25 pence
Market capitalisation of the Company at the Placing Price £17,437,263
Value of the Consideration Shares at the Placing Price £8,734,942

Percentage of the Enlarged Share Capital represented by the Consideration
Shares at Admission 50.09 per cent.

Percentage of the Enlarged Share Capital represented by the Placing Shares

at Admission 24.43 per cent.
Gross proceeds of the Placing £4,259,775
Estimated proceeds of the Placing net of expenses £3,519,509



DILUTIVE EFFECT OF EXERCISE OF THE EXISTING WARRANTS,
THE WESTHOUSE OPTION, THE STRAND WARRANTS
AND THE MONTAGU WARRANTS

Number of Ordinary Shares to be issued on exercise of the Existing Warrants

Number of Ordinary Shares to be issued to Westhouse Securities LLP
on exercise of the Westhouse Option

Number of Ordinary Shares to be issued to Strand Partners Securities and Montagu
on exercise of the Strand Warrants and Montagu Warrants

Percentage of the enlarged issued share capital represented by the Placing Shares
assuming exercise of the Existing Warrants, Strand Warrants and Montagu Warrants

Percentage of the enlarged issued share capital held by the Directors and the
Proposed Directors assuming exercise of the Existing Warrants, Strand Warrants
and Montagu Warrants

Percentage of the enlarged issued share capital held by the Directors and the
Proposed Directors assuming exercise of the Westhouse Option, Existing Warrants,
Strand Warrants and Montagu Warrants

10,326,667

634,800

2,682,656

24.67 per cent.

3.31 per cent.

3.30 per cent.
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DEFINITIONS

The following definitions apply throughout this document, unless the context requires otherwise:

a1985 Act®
a2006 Act®

22006 Admission®

a2006 Placing®

aA$°

gAcquisition®

dAcquisition Agreement®

aAdmission®

aAIM°

2AIM Rules®

aAmbrian® or 2Broker®

SAMEC®

aAnmic®

8ASX°

aBCDM°
aBEE®°

aBoard®

acertificated® or &in certificated

form®

aCoffee House Group®

the Companies Act 1985, as amended,;
the Companies Act 2006, as amended,;

the admission to trading on AIM of the Company's Ordinary
Shares on 6 March 2006;

the placing at 15 pence per Ordinary Share to raise £3.35 million
before expenses, which completed on 6 March 2006;

Australian dollars;

the proposed acquisition by the Company of the entire issued
ordinary share capital of Dwyka Diamonds Holdings pursuant
to the Acquisition Agreement;

the conditional agreement dated 21 August 2007 between the
Company and Dwyka Resources relating to the Acquisition,
details of which are set out in paragraph 17.6 of Part 6 of this
document;

the admission of the Enlarged Share Capital and Existing
Warrants to trading on AIM and such admission becoming
effective in accordance with Rule 6 of the AIM Rules;

the AIM market operated by the London Stock Exchange;

the AIM Rules for Companies as published by the London Stock
Exchange and those other rules of the London Stock Exchange
which govern the admission of securities to trading on, and the
regulation of, AIM;

Ambrian Partners Limited, which will be appointed as the
Company's broker conditional on Admission;

AMEC Earth & Environmental

Anmic (Proprietary) Limited, a private company incorporated in
South Africa and owned as to 50 per cent. by Free State;

the Australian Stock Exchange, a market operatel by the
Australian Securities Exchange Limited;

Bellsbank Consolidated Diamond Mine (Proprietary) Limited:;
black economic empowerment;
the board of directors of the Company;

the description of a share or other security which is not in
uncertificated form (that is, not in CREST);

Coffee House Group Limited;



aCombined Code®

aCompletion®
aConsideration Shares®
aCompetent Person's Report® or

aCPR®

4CREST®

aCREST Regulations®

aDDH Group®

aDe Beers®

aDirectors®

aDME®°
aDTRs®

aDwyka Diamonds Holdings®
or 2DDH°

aDwyka Resources®

a8gnlarged Group®

a8Enlarged Share Capital®

aEuroclear®

aExcluded Territories®

agexisting Ordinary Shares®

the Combined Code on Corporate Governance as appended to,
but not forming part of, the Listing Rules of the UK Listing
Authority, published by the Financial Reporting Council;

completion of the Acquisition Agreement, which is expected to
occur on the day of Admission;

the 134,383,718 new Ordinary Shares to be issued pursuant to
the Acquisition Agreement;

the competent person's report on the assets of KimCor and
Dwyka Diamonds Holdings set out in Appendix 1;

the system for paperless settlement of trades and the holding of
uncertificated shares administered by Euroclear UK & Ireland
Limited;

the Uncertificated Securities Regulations 2001 (SI 2001 No.
3755) as amended from time to time and such other regulations
as are applicable to Euroclear;

Dwyka Diamonds Holdings and its subsidiary undertakings
from time to time;

De Beers Consolidated Mines Limited, incorporatedand
registered in South Africa with number 1888/00007/06;

the existing directors of the Company whose names are set out
on page 8 of this document;

the South African Department of Minerals and Energy;
the Disclosure and Transparency Rules issued by the FSA;

Dwyka Diamonds Holdings Limited, a diamond mining and
exploration company registered in Mauritius with registered
number 56512, whose registered office is at Manor House, 1st
Floor, CNR George Street & Chazal Street, Port Louis,
Mauritius;

Dwyka Resources Limited (formerly known as Dwyka
Diamonds Limited), a company incorporated in Australia with
Australian Company number 060 938 552 whose registered office
is at 98 Colin Street, West Perth, WA, Australia;

the Company and its subsidiary undertakings as enlarged by the
Acquisition;

the number of ordinary shares in the capital of the Company in
issue immediately following Admission comprising the Existing
Ordinary Shares and the New Ordinary Shares;

a company incorporated under the laws of England and Wales
and the operator of CREST,;

Australia, Canada, Japan, South Africa and their respective
territories and possessions;

the 67,191,859 Ordinary Shares in issue at the date of this
document;



agxisting Warrant Instrument®

aexisting Warrants®

agxtraordinary General Meeting®

or BEGM®°

a8Form of Proxy®

aFree State®

AESAC
AFSMA?
aGroup® or 2KimCor Group®

aKimCor® or 2the Company®

aKoffiefontein Diamonds®

aKolong Investments®

a8 ondon Stock Exchange®
aMontagu®

aMontagu Warrants®

aNew Ordinary Shares®
aOfficial List®

a0rdinary Shares®
aPanel®

aPlacees®

aPlacing®

aPlacing Agreement®

the warrant instrument constituting the Existing Warrants dated
16 February 2006;

the warrants to subscribe for Ordinary Shares created under the
Existing Warrant Instrument, details of which are set out in
paragraph 11 of Part 6 of this document;

the extraordinary general meeting of the Company, convened for
20 September 2007, notice of which is set out at the end of this
document;

the form of proxy for use at the EGM which accompanies this
document;

Free State Diamond Mines (Proprietary) Limited, a private
company incorporated in South Africa and wholly owned by
KimCor;
the Financial Services Authority of the United Kingdom;
the Financial Services and Markets Act 2000, as amended,
the Company and its subsidiary undertakings from time to time;
KimCor Diamonds plc, a diamond mining, exploration and
processing company incorporated in England and Wales with
registered number 05399993 whose registered office is 18 Upper
Brook Street, London W1K 7PU;

Koffiefontein Diamonds (Proprietary) Limited, a private
company incorporated in South Africa;

Kolong Investment Holdings (Proprietary) Limited, Dwyka
Diamonds Holdings' BEE partner in South Africa;

London Stock Exchange plc;
Montagu Stockbrokers Pty Ltd;
the warrants to be issued to Montagu to subscribe at the Placing
Price for 0.5 per cent. of the Enlarged Share Capital which is
exercisable for a period of five years, as further described in
paragraph 17.8 of Part 6 of this document;
the Placing Shares and the Consideration Shares;
the Official List of the UK Listing Authority;
ordinary shares of 0.5 pence each in the capital of the Company;
the Panel on Takeovers and Mergers;

subscribers for Placing Shares;

the conditional placing of the Placing Shares at the Placing Price
pursuant to the Placing Agreement;

the conditional agreement dated 21 August 2007 between the
Company, the Directors, the Proposed Directors and Strand
Partners, further details of which are set out in paragraph 17.4 of
Part 6 of this document;
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aPlacing Price®

aPlacing Shares°®

aProposals®

a8Proposed Directors®
aQC A°

3Resolutions®

aRule 9°

aRule 9 Waiver°

aShare Dealing Code®

aShare Option Plan®

aShareholders®
aSouth Africa®

aStrand Partners®

aStrand Partners Securities®

aStrand Warrants®

asubsidiary® or @subsidiary
undertaking®

aSuperkolong®

aTakeover Code®
auKe or @United Kingdom®

aUK Listing Authority®

6.5 pence per Ordinary Share;

the 65,535,000 new Ordinary Shares which are proposed to be
issued pursuant to the Placing;

together, the Acquisition, the Placing and Admission, and the
other proposals described in this document;

Melissa Sturgess and Cedric Bredenkamp;
Quoted Companies Alliance;

the resolutions to be proposed at the EGM, as set out in the
notice of EGM at the end of this document and reference to a
Resolution is to the relevant resolution set out in the notice of
EGM;

Rule 9 of the Takeover Code;

the waiver by the Panel of the Rule 9 obligation that would
otherwise arise on Dwyka Resources to make a mandatory offer
for the Company as a result of the Proposals;

the code on dealing in the Company's securities adopted by the
Company that complies with the AIM Rules;

the Company's share option plan, details of which are set out in
paragraph 12 of Part 6 of this document;

holders of Ordinary Shares;
the Republic of South Africa;

Strand Partners Limited, the Company's nominated adviser and
broker;

Strand Partners Securities Limited (a wholly owned subsidiary of
Strand Partners Limited), a company incorporated in England
and Wales with registered number 03673995, whose registered
office is at 26 Mount Row, London W1K 3SQ;

the warrants to be issued to Strand Partners Securities to
subscribe at the Placing Price for 0.5 per cent. of the Enlarged
Share Capital which is exercisable for a period of five years, as
further described in paragraph 17.8 of Part 6 of this document;
have the meanings given to them by 1985 Act;

Superkolong (Proprietary) Limited a private company

incorporated in South Africa;

the City Code on Takeovers and Mergers;

the United Kingdom of Great Britain and Northern Ireland;

the FSA, acting in its capacity as the competent authority for the

purposes of Part VI of FSMA,
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auncertificated® or
3in uncertificated form°

aySsPe or 2United States®

ays person®

aUS$0

a\Waiver Resolution®

aWardell Armstrong® or @WAI°

aWesthouse Option®

aZAR®

recorded on the relevant registe of the share or security
concerned as being held in uncertificated form in CREST and
title to which may be transferred by means of CREST;

the United States of America, its territories and possessions, any
state of the United States of America and the district of
Columbia and all other areas subject to its jurisdiction;

a citizen or permanent resident of the United States, as defined
in Regulation S promulgated under the Securities Act 1933 as
amended,;

US dollars;

Resolution 2 in the notice of EGM at the end of this document;

Wardell Armstrong International Limited, th e independent

geologists who prepared the CPR set out in Appendix 1 of this
document;

the options held by Westhouse Securities LLP to subscribe for
634,800 Ordinary Shares at 15 pence per Ordinary Share, further
details of which are set out in paragraph 17.10 of Part 6 of this

document; and

South African Rands. Throughout this document, except where

otherwise indicated, an exchange rate of £1: ZAR 14.0 has been
used.
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PART 1

LETTER FROM THE CHAIRMAN

KIMCOR DIAMONDS PLC

(Incorporated in England and Wales under the Companies Act 1985, with registered number 05399993)

Directors: Registered Office:
Gordon Riddler (Non-executive Chairman) 18 Upper Brook Street
Martyn Churchouse (Chief Executive Officer) London W1K 7PU

Manish Kotecha (Finance Director)
Roger Harris (Non-executive Director)

Proposed Directors:

Melissa SturgesgProposed Non-executive Chairman)
Cedric Bredenkamp(Proposed Managing Director)

21 August 2007

To the Shareholders and, for information only, to the holders of the Existing Warrants, participants in the
Share Option Plan and the Westhouse Option

Dear Shareholder

Proposed acquisition of Dwyka Diamonds Holdings Limited
Proposed placing of 65,535,000 new Ordinary Shares at 6.5 pence per share
Approval of the waiver of the obligation to make a mandatory offer under Rule 9 of the Takeover Code
Admission of the Enlarged Share Capital and the Existing Warrants to trading on AIM
and
Notice of Extraordinary General Meeting

1. INTRODUCTION

The Company announced today that it has entered into a conditional agreement to acquire the entire
issued share capital of DDH through the issue of the Consideration Shares at the Placing Price. The
Acquisition values the ordinary shares of DDH at approximately £8.73 million at the Placing Price and
£9.74 million based on the closing middle market price of 7.25 pence per Ordinary Share on 20 August
2007, being the business day immediately prior to the announcement of the Acquisition.

DDH is a holding company, registered in Mauritius and wholly owned by Dwyka Resources, whose
subsidiaries are principally engaged in the exploration and mining of diamonds in South Africa and
Tanzania. The Directors and Proposed Directors believe that the Acquisition offers the Company the
opportunity to, inter alia, achieve economies of scale in the South African diand mining operations
of the Enlarged Group.

On Completion, Melissa Sturgess, the current chief executive officer of Dwyka Resources, will be
appointed as non-executive chairman of KimCor in addition to her role at Dwyka Resources. Cedric
Bredenkamp, the current managing director of the South African operations of Dwyka Resources, will
be appointed as managing director of KimCor, reporting directly to the Chief Executive Officer.

In order to provide the Enlarged Group with sufficient working capital and to provide funding for the
capital projects described in this document, the Company proposes to raise £4.26 million before
expenses by way of a Placing of 65,535,000 Placing Shares at 6.5 pence per share. The Placing will be
arranged by Strand Partners, and Ambrian will be appointed as brokers to the Company on
Completion.
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By reason of the size of DDH in relation to KimCor, the Acquisition is classified as a reverse takeover
under the AIM Rules. The AIM Rules require that completion of the Acquisition is subject to the prior

approval of Shareholders, which will be sought at the EGM, and the publication of an AIM admission

document which this document comprises. The rules of the ASX require that completion of the
Acquisition is also subject to the prior approval of Dwyka Resources shareholders in general meeting.
Dwyka Resources is posting a circular to its shareholders requisitioning an extraordinary general
meeting to approve the Acquisition, which meeting is expected to take place on 20 September 2007.

In addition, because Dwyka Resources will, following Completion, be the legal and beneficial owner
of 134,383,718 Ordinary Shares, representing 50.09 per cent. of the Enlarged Share Capital, the
Company is seeking the waiver of Rule 9 of the Takeover Code, which would otherwise require Dwyka
Resources to offer to acquire all those Ordinary Shares that it does not own. Shareholders will therefore
be asked to vote on the Waiver Resolution set out in the EGM Notice at the end of this document.

If the Resolutions are duly passed at the EGM, the Company'’s existing trading facility on AIM will be
cancelled and the Company will apply for the Enlarged Share Capital and the Existing Warrants to be
admitted to trading on AIM. Irrevocable undertakings to vote in favour of the Resolutions have been
received from certain of the Directors and Shareholders in respect of 34,928,526 Ordinary Shares,
representing approximately 51.98 per cent. of the Existing Ordinary Shares.

Shareholders should note that the Proposals are inter-conditional. If the Resolutions are passed, it is
expected that Admission will take place and that dealings in the shares comprising the Enlarged Share
Capital and the Existing Warrants will commence on 21 September 2007.

The purpose of this document is to provide you with information on and explain the background to
the Proposals, why the Directors consider the Proposals to be in the best interests of the Company and
its Shareholders as a whole and to seek Shareholder approval for the Proposals. This document also
contains the Directors' recommendation that you vote in favour of the Resolutions. You should read
this entire document, which contains important information in relation to the Proposals.

2. BACKGROUND TO AND REASONS FOR THE ACQUISITION

KimCor's strategy since the 2006 Admission has been to build the Company into a substantial
diamond mining and exploration business through its dump reclamation expertise and by way of
acquisition. This strategy commenced with the purchase and development of the Bellsbank dump
reclamation operation that focussed the Company on becoming a producer of diamonds rather than
an exploration company. The acquisition of DDH is a continuation of that strategy, and represents the
first significant acquisition by the Company since the 2006 Admission.

The Directors believe that the Acquisition represents an opportunity for the Company to participate in
the consolidation expected within the junior diamond mining industry through the acquisition of
assets that represent a good strategic fit with the assets of the Company, from both a geographical
perspective and in respect of the quality of the assets to be acquired. A map indicating the proximity
of the South African operating assets of KimCor and DDH is set out on page 117 of this document.
The Directors believe that these factors will enable the Enlarged Group to benefit from synergies and
achieve economies of scale.

The Directors further believe that the Acquisition and the Placing will:

| maintain the Company's primary focus as a diamond producer, rather than an explorer;

| enable the Enlarged Group to capitalise on the technical and financial skills of the Proposed
Directors and other DDH personnel to broaden its level of internal skills and access to capital
markets;

| establish the Enlarged Group in the mid-tier (by volume) of diamond producers worldwide;
| ultimately broaden the shareholder base to encourage liquidity in the Company's stock; and

| allow for sustainability due to the Enlarged Group's increased diamond production and enable the
Enlarged Group to fund further acquisitions and continued growth using internally generated
cash flows.
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3. INFORMATION ON THE ENLARGED GROUP

Following Completion the headquarters of the Enlarged Group will remain at its registered office at 18
Upper Brook Street, London, W1K 7PU. The Group's operations in South Africa will be run from the
South African offices of DDH at Wesselton Village, Phoenix Park, Kimberley 8301. The total number
of employees of the Enlarged Group will be 415, of which 6 will be based at the Enlarged Group's head
office in London and the remainder in South Africa.

3.1 Corporate structure post Completion
The structure of the Enlarged Group will be as follows:

| KimCor Diamonds Plc

[
Mauritius 100% ‘
Dwyka Diamonds Holdings
Limited
Tralee Investments 100%
Limited
*100% ¢ 100%
Huntingdale Investments Troon Investments
Limited Limited
[ I
South Africa g 100% ¢ 35% ¢ 35% 100%
Biz Africa Superkolong Holdings (Pty) Ltd 30% Kolong Investment v
546 (Pty) Holdings (Pty) Ltd Free State Diamond Mines
(Proprietary) Limited
(Dormant) 100% 100% 100% 69%
h 4
Superkolong Superkolong Dwyka Diamonds Koffiefontein Diamonds 50%
Industrial (Pty) Ltd South Africa (Pty) : [
(P Ltd Ltd (Proprietary) Limited \ 4
Amnic (Proprietary)
| Limited
100% 100% 100% l 100% l 100% l 100%
v
Superkolong Supermix Superkolong Basfour Bellsbank Kophia
Cement (Pty) Mining Bricks (Pty) 2624 No 1 (Pty) Diamante
Ltd (Pty) Ltd Ltd (Pty) Ltd Ltd (Pty) Ltd
v v h 4 A v h 4 v h 4
Cement Nooitgedacht Bricks DBT Bosele Blaauw New Newlands
& De Hoop Fissure -bosch Elands Mine
Alluvial Mines Mine Mine
Tanzania
50%
50% Dwyka 95% Dwyka Kimberlite
Almasi Ltd P Tanzania > Pipes
Ltd

4. INFORMATION ON KIMCOR

4.1 Background and principal activity

The Company was incorporated on 21 March 2005 for the purpose of becoming a holding company
to provide a vehicle for the development of diamond mining and exploration projects initially and
primarily owned or operated in South Africa.

On 9 August 2005 the Company acquired Free State, which owns the Bellsbank project. Free State
entered into an agreement to acquire the Van Zoelens Laagte asset which, following subsequent
exploration, was relinquished in August 2006.

On 6 March 2006 the Company completed a placing with institutional investors and the Ordinary
Shares were admitted to trading on AIM on the same date. The Existing Warrants were admitted to
trading on AIM on 15 March 2006.

On 24 August 2006 Free State entered into a memorandum of understanding to acquire the

Koffiefontein exploration project located 50 kilometres south of Kimberley, South Africa. Free State
formed a new subsidiary, Koffiefontein Diamonds, for the purposes of the acquisition, and engaged
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Imbeleko Minerals (Proprietary) Limited as its BEE partner for the project. The principal agreement
relating to the acquisition of Koffiefontein became effective on 8 November 2006.

By an agreement entered into in July 2006, the Company, through Free State, acquired a 50 per cent.
stake in Anmic, an established diamond cutting and polishing business based in Johannesburg, South
Africa. Free State also has the option to acquire the outstanding 50 per cent. of Anmic over a period
expiring on 20 August 2008.

Further information relating to the operating assets of KimCor are set out in paragraph 4.2 below and
in the CPR set out as Appendix 1 to this document.

4.2 Principal assets

4.2.1Bellsbank

Bellsbank is a tailings operation situated on the site of the disused Bellsbank mine, some 60km north-
west of Kimberley. Following its acquisition of Bellsbank in August 2005 the Company commenced
construction of a high capacity tailings treatment plant, which was commissioned in late 2006.

The plant came on stream ahead of schedule and under budget. It has operated with virtually no
unplanned maintenance although the recovered grades show the average grade of feed from the dumps
to be lower than estimated in the original competent persons report prepared by AMEC. In addition,
the operation was hampered by an unexpected lack of water which forced intermittent operation which
was inefficient and which obscured the issue of lower feed grades. The water issue was solved by way
of a supply contract with a neighbouring mine. In addition, the Company put in place cost cutting
measures, including the disposal of waste tailings by conveying, and the renegotiation of terms with
the mining contractor, and also developed plans for capital improvements that will significantly
increase through-put tonnage.

The Company has scheduled two capital projects that are designed to increase production rates at
Bellsbank. These include the installation of a Dense Media Separation unit and a pre-concentration
plant. These two new installations are expected to increase production to approximately 1.4 million
tonnes per annum (3tpa®). The original AMEC competent person's report estimated a life of the mine
of 6 years based on a production rate of approximately 700,000 tonnes per annum. The significant
increase in throughput as a result of the proposed capital projects will halve the time taken to deplete
the dumps at Bellsbank to approximately 3 years.

WA\l estimates the level of indicated and inferred resources at the Bellsbank lease area to be as follows,
as extracted from section 7.7 of the CPR:

Type Classification Tonnage Grade
(million) (cpht)
Tailings Indicated Resource 3.0 4.3
Tailings Inferred Resource 0.8 .
+++++++++++ +++++++++++
Total 3.8

ttttttttttt tittttttttt

4.2.2Koffiefontein

The Koffiefontein project is a diamond exploration programme situated 50 km south-east of
Kimberley and approximately 20 km's to the north-east of the historical Koffiefontein mine that
produced a reported 7 million carats and is now owned by Petra Diamonds Limited and covers 18
farms totalling approximately 10,000 ha situated in the Jacobsdal, Petrusburg and Koffiefontein
magisterial districts.

The KimCor Board considers Koffiefontein to offer a potential for future diamond production and
whilst exploration will continue on the property it will not be a high priority in the near future.

Apart from one known kimberlite pipe, all three prospecting areas represent prospects which are at an
early stage of exploration.
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Recent drilling on the kimberlite pipe in the presece of KimCor's geologist produced a concentrate
displaying purple G10 garnets, chrome diopside and fidgopite, which are considered to be representative
of the same kimberlite source as the concentrates @mich original analyses were conducted.

4.3 Summary financial information on KimCor

A financial summary for KimCor for the period from incorporation to 31 March 2006 and the
financial year to 31 March 2007 is set out below. The financial summary has been extracted without
material adjustment from the audited financial information of KimCor set out in Appendix 3 to this
document. Shareholders should read the whole of this document and not just rely on the summarised
information below:

Period from
incorporationto  Year ended
31 March 31 March

2006 2007

£'000 £'000
Revenue 33 200
Loss from operations (668) (1,581)
Loss for the period before taxation (665) (1,536)
Total assets less total liabilities 4,150 2,637

5. INFORMATION ON DWYKA RESOURCES AND DWYKA DIAMONDS HOLDINGS

5.1 Background and principal activity

Dwyka Resources is a resources company listed on the Australian Stock Exchange and AIM which,
prior to January 2007, was primarily focused on diamond production and exploration. On 17 January
2007 Dwyka Resources announced the acquisition of the Muremera nickel project in Burundi, in
which announcement the board of Dwyka Resources stated an intention to seek new growth
opportunities as part of an ongoing strategy of growth and diversification, including possible
corporate activity in respect of its diamond activities.

Dwyka Resources subsequently signed a memorandum of understanding to acquire up to 90 per cent.
of a gold project in Swaziland in March 2007. As at 18 July 2007 Dwyka Resources had completed a
formal shareholders and earn-in agreement under which it acquired 50 per cent. in the gold project.

Dwyka Diamonds Holdings is the holding company for Dwyka Resources' diamond exploration and
mining operations and its sand and aggregates business, and was incorporated on 7 June 2005 in
Mauritius as a private limited company holding Global Business Licence category 2. A list of DDH's
key assets is set out in paragraph 5.2 below.

5.2 Principal diamond producing assets

5.2.1Blaauwbosch underground mine

Blaauwbosch mine is a producing underground mining operation located approximately 90km north-
east of Kimberley. The resource consists of a main pipe located close to the centre of the property and
fissures, as well as tailings resources derived from the processing of historical production. There are two
shafts at Blaauwbosch, to depths of 225m and 145m respectively, which are currently being worked by
Dwyka Resources.
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WAI's cumulative resource estimate of the Blaauwbosch mine, as extracted from section 2.9 of the
CPR, is as follows:

Grade Value Total value

Location Category (tonnage) (cpht) (US$/carat) (US$m)

Measured Indicated Inferred Total
Pipe + 350,000 350,000 700,000 30.0 95 19.95
Fissure + 169,100 211,400 380,500 35.0 95 12.65
Dumps + + 900,000 900,000 8.0 75 5.40

o e e e e e e e o e e e e e e e o e e e e e e o e e e e e e e e e e o o e e e
Total + 519,100 1,461,400 1,980,500 38.00

+ttttti+E+ tttttti+E+ fxtttt++E+: tttttti+E+: titttttttEt

Following Completion, the Directors and Proposed Directors intend to allocate approximately
£0.4 million of the proceeds of the Placing for the upgrade and improvement of both underground
development and the processing plant at Blaauwbosch. Specifically, it is intended that the capital will
be allocated to:

| increase the capacity of the mine;
| reconfigure the existing plant with extra pan capacity;

| introduce a new crusher system to liberate diamonds held in coarse material that the existing plant
flow sheet would discard to tails; and

| to commission a plant to process the considerable tailings resources at Blaauwbosch.

The Directors and Proposed Directors expect that, following completion of the capital investments
described above, Blaauwbosch will generate significant earnings for the Group. WAI state on page 11
of the CPR that for the two years following Completion, Blaauwbosch should be the flagship project
of the Enlarged Group for two years from Completion.

5.2.2Newlands underground mine

Newlands is an operating underground mine located approximately 60km north-west of Kimberley.
Geologically, Newlands is a fissure mine connecting a series of kimberlite blows, of which five are
presently recognised. The primary production shaft at Newlands is at the second kimberlite blow (as
referred to on page 12 of the CPR), with a small test shaft at the third blow.

A substantial stockpile of tailings is also present on the Newlands site. WAI estimate that these tailings
represent an indicated resource of 282,000 tonnes at a grade of 7 cpht.

WAI's cumulative resource estimate of the Newlands mine, excluding the tailings described above and
as extracted from section 3.9 of the CPR, is as follows:

Blow Vertical In situ  Recovered Inferred Recovered
No. interval grade grade resource carats Value Total value
(m) (cpht) (cpht)  (tonnage) (US$/carat) (US$m)

1 18 + 300 21.2 18.0 117,312 21,116 85 1.79

2 90 + 120 29.4 25.0 102,000 25,500 85 2.17
120 + 300 29.4 25.0 612,000 153,000 85 13.00

3 10 + 100 24.7 21.0 75,960 15,952 85 1.36

4 0+ 200 24.7 21.0 1,030,400 216,384 85 18.39

5 17 + 200 24.7 21.0 969,900 203,679 85 17.30

e e e e o e e e e e e e e e e e e e e e o e e e e e e e e e e e e e e e o e e e
Total 22.6 2,907,572 635,631 85 54.01

'Classified as an Indicated Resource.
The Directors and Proposed Directors will review the cost structure and operating procedures of the

Newlands mine following Completion, and intend to apply approximately £0.27 million of the
proceeds of the placing in respect of Newlands, specifically for the following purposes:
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expansion and upgrade of the existing processing plant to accommodate a total monthly tonnage
of up to 6,000;

Further underground development to provide additional working faces, a deepening of the
existing primary shaft and an evaluation of the remaining four blows with the objective of
generating long-term feed for the mine; and

| the installation of a tertiary crusher to lower the minimum size of feed to the plant.

Following Completion, the Directors and Proposed Directors further intend to evaluate the economic
feasibility of processing the tailing material located at Newlands as a low cost feed.

5.2.3Superkolong SM14

The SMI4 project which is located on the outskirts of Kimberley, comprises a modern processing plant
constructed to process up to 80,000tpm of tailing material. Tailing material is provided for processing
under the terms of a limited agreement with De Beers (further information on which is set out in
paragraph 18.1 of Part 6 of this document).

Under the terms of the original agreement, De Beers undertook to use best endeavours to provide
access to 50,000 tpm, which was subsequently found to be insufficient to achieve the economies of scale
needed to make the project profitable. Earlier this year, De Beers agreed to use reasonable endeavours
to provide Superkolong with such additional volume of tailing resources as Superkolong may be
capable of processing in any month by virtue of an addendum to the original agreement. Superkolong
will bear all operating costs but will be entitled to 100 per cent. of revenue from the sales of diamonds
produced by the plant. The Directors and Proposed Directors intend to continue the negotiations with
De Beers for the Enlarged Group to acquire additional tailings resources, as commenced and
announced by Dwyka Resources on 31 May 2007. Pending the outcome of negotiations, production
levels are being ramped down and production will eventually stop to allow for capital expenditure. If
negotiations are successfully completed, the Directors and Proposed Directors intend to apply up to
£0.7 million of the proceeds of the Placing to increase the processing capacity of the SMI4 plant to
more than 150,000tpm in order to return the operation to profitability.

Based on production results achieved by Dwyka Resources, WAI consider an average recoverable grade
of 7 to 8cpht to be achievable under the terms of the current arrangement with De Beers. The Directors
and Proposed Directors note that the existing contractual agreement stipulates that diamond grade
cannot be guaranteed, and that under the terms of the agreement the Enlarged Group will have no
control over the source of the tailing feed as this is delivered by De Beers. However, should the
Enlarged Group be successful in purchasing tailings as referred to above the existing agreement will be
terminated.

5.2.4Nooitgedacht alluvial mine

The Nooitgedacht alluvial mine is located approximately 15km north-west of Kimberley, covering
4,671ha which has frontage along approximately 6km of the diamondiferous Vaal River. The area is
one of the more famous alluvial diamond locations in South Africa, and has historically yielded lean
grades but extremely high quality diamonds.

Dwyka Resources currently operates a small team operating a stone crushing plant on a day shift basis.
Following Completion, the Directors and Proposed Directors intend to apply approximately £0.38
million of the Placing proceeds to acquire mining equipment and haul trucks, refurbish the existing
processing plant at Nooitgedacht and to provide working capital for the operation. Following this
investment, the rate of production at Nooitgedacht is expected to increase to approximately 14,000
tpm. In addition to the production of diamonds, it is expected that sand and aggregates generated as a
by-product of the Nooitgedacht alluvial operation will be supplied to the Enlarged Group's industrials
division.
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WAII's resource estimate on the Nooitgedacht property, as extracted from section 4.9 of the CPR, is as
follows:

Inferred Recovered

resource grade
Farm Area (Million tonnes) (cpht)
All areas All known working areas 16.2 1.0

WAI estimate a revenue figure of $500 per carat for rough diamond production, ranging up to $7,167
per carat for exceptional stones. It is expected thainy such stones recovered at Nooitgedacht could be
cut at the Enlarged Group's in-house cutting facility to increase the value per carat to the Enlarged
Group.

5.2.5New Elands underground mine

New Elands is located on the farm New Elands 949 and is situated 90 km north-east of Kimberley, in
close proximity to Blaauwbosch and sharing its geological characteristics. New Elands mine has
however been dormant for over 30 years, plant and equipment has been removed, and the main shaft
has been capped and sealed.

A third party operator is currently contracted to treat tailings on the property in return for a nominal
royalty. There remain some 400,000 tonnes of tailings to be treated.

The Directors and Proposed Directors do not intend to apply any of the proceeds of the Placing to the
New Elands resource. It is however expected that an evaluation of the feasibility of the property will

be undertaken in due course and consideration will be given to the level of capital required to
undertake meaningful underground exploration and bulk sampling in order to determine the merits of

re-opening the operation.

WAI estimate the level of inferred resources at the Nooitgedacht property, as extracted from section
5.8 of the CPR, to be as follows:

Tonnes Grade Total Carats USS$ per carat Total
® (cpht) (US$/ct) (US$M)
300,000 34.24 102,892 180 18.92

5.3 Principal diamond exploration assets

5.3.1The Bosele exploration project

Bosele is an early stage exploration project located 30 km north-west of Kimberley. The project covers
1135ha contiguous with the Messina + Dancarl diamond mines which exploit the Bobbejaan fissure.
Drilling at Bosele has intersected the same Bobbejaan fissure.

Given the proximity of the Bosele exploration project to KimCor's Bellsbank tailings plant, the
Directors and Proposed Directors believe that, following some conversion, the plant could be used to
treat future Bosele production.

5.3.2ltobo exploration projects (Tanzania)

Dwyka Resources entered into a joint venture agreement with De Beers, announced in 2005, and
gained access to two diamondiferous kimberlites, Mahene and Itanana, which form the Itobo project,
located in the Nzega District of Tanzania. Details of the joint venture agreement are set out in
paragraph 18.2 of Part 6 of this document.

The Mahene kimberlite pipe is a proven diamondiferous pipe. The pipe sub outcrops and is
approximately 6.77ha in surface area and is covered by a maximum overburden of 59m. The Itanana
kimberlite pipe has only one-third of the surface expression of Mahene and is of lower grade.

Following Completion the Directors and Proposed Directors intend to apply up to £0.75 million of the
Placing proceeds to fund exploration at the Tanzanian properties and to conduct a feasibility study.
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5.4 DDH industrials division
The DDH industrials division is comprised of four separate but interlinked businesses:

| De Hoop, comprising a mining permit with scope to produce sand and gravel;

| Nooitgedacht, which is described in further detail in paragraph 4.2.4 of this Part 1, producing
sand and gravel as a by product of diamond mining;

| Biz Afrika, producing bricks and paving blocks; and
| Supermix producing ready mix concrete.

Dwyka Resources' diamond operations historically produced sufficient sand and aggregate to supply
the industrial business at a markedly lower cost than that which could be achieved from buying in raw
materials from outside suppliers. This arrangement ceased however when the Nooitgedacht mining
operation temporarily closed. Following Completion, the Directors and Proposed Directors intend to
restore production at Nooitgedacht and apply £0.42 million of the Placing proceeds to replace old
equipment at the DDH industrials facility, and invest in marketing intended to expand the customer
base.

The building products business is the largest of its type in the Northern Cape. The yard and production
facilities are situated on the outskirts of Kimberley and are well served by roads, services and a ready
availability of labour.

The brick manufacturing facility is a fully automated unit with a capacity to produce 1.5-2.0 million
bricks per month. The DDH industrials division has historically been the largest revenue contributor
to the DDH Group.

5.5 Summary financial information on DDH

A financial summary for DDH for the year ended 30 June 2006 and the six months ended 31 December
2006 is set out below. The financial summary has been extracted without material adjustment from,
and should be read in conjunction with, the financial information set out in Part 4 of this document.
Please note that these figures are in Australian dollars. Audited financial information on Dwyka
Resources for the three years ending 30 June 2004, 2005 and 2006 and the half-year ended 31 December
2006 is attached as Appendix 4 to this document.

6 months
Year ended ended
30 June 31 December

2006 2006

A$'000 A$'000

Revenue 7,402 3,406
Gross profit 2,309 (867)
Net loss before income tax expense (6,923) (13,611)
Net liabilities (6,327) (19,679)

6. STRATEGY OF THE ENLARGED GROUP

The Enlarged Group's primary business strategy in the short to medium term will be to develop its
production assets in South Africa, using the proceeds of the Placing where required, with the objective
of establishing the Enlarged Group as a leading mid-tier operating diamond company.

With regard to the diamond assets of the Enlarged Group, the Directors and the Proposed Directors
have identified a number of areas where improvements in operating procedures, injection of capital for
plant upgrades, expansion of existing facilities or implementation of new operating procedures could
result in either a return to, or an increase in, profitability. Further details of these proposed
improvements and measures are set out in paragraphs 4.2 and 5.2 of this Part 1.

In relation to the industrials division of DDH, following Completion the Directors and Proposed
Directors intend to evaluate the possible refurbishment of the existing factory, enhance the division's
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marketing and sales function and focus on reducing raw material costs to improve the profitability of
the division.

In addition to the Acquisition, the Company will continue to investigate other acquisition
opportunities in Southern Africa that fit within the Company's overall strategy and objectives.

7. PRINCIPAL TERMS OF THE ACQUISITION

The Company has conditionally agreed to purchase the entire issued ordinary share capital of DDH
from Dwyka Resources through the allotment and issue of the Consideration Shares, equating to a
value of £8.73 million at the Placing Price and approximately £9.74 million based on the mid market
price of 7.25 pence per Ordinary Share on 20 August 2007, being the day immediately prior to the
announcement of the Acquisition. The Consideration Shares represent approximately 50.09 per cent.
of the Enlarged Share Capital and will rank equally in all respects with the Existing Ordinary Shares
and the Placing Shares.

A summary of the principal terms of the Acquisition Agreement are set out in paragraph 17.6 of Part
6 of this document.

8. CURRENT TRADING AND PROSPECTS

Financial information on KimCor for the period from incorporation to 31 March 2007 is set out in
Appendix 3 to this document. Financial information on DDH for the year ended 30 June 2006 and the
six months ended 31 December 2006 is set out in Part 4 Section B of this document.

Since the end of the financial year to 31 March 2007, the Directors have undertaken a review of the
Company's principal mining asset at Bellsbank and, as a result, have implemented a number of
measures, including successful completion of a water supply system to resolve the historical water
problems at the site, installation of a new waste tailing conveyor system, renegotiation of the contract

with the existing mining contractor and completion of an agreement with the DME for the handling

of waste tailing material. Further details of these measures and their effect on the performance of the
Bellsbank mine are set out in paragraph 4.2 above and in the CPR at Appendix 1 to this document.

As described in paragraph 5 of this Part 1 the Directors and the Proposed Directors expect to conduct
a similar review of the assets of the Enlarged Group and, where possible, utilise a portion of the
proceeds of the Placing to put in place similar measures at certain of the newly acquired opertions.
Assuming a satisfactory implementation of the Company's strategy, the Directors and Proposed
Directors are optimistic as to the Enlarged Group's prospects.

An unaudited pro forma statement of financial position of the Enlarged Group, showing the impact
of the Proposals, is set out in Part 5 of this document.

9. PLACING AGREEMENT

As part of the Proposals the Company is proposing to raise £4.26 million (before expenses) pursuant
to the Placing. The Placing relates to a total of 65,535,000 Placing Shares at the Placing Price. The
Placing Shares placed pursuant to the Placing will represent 24.43 per cent. of the Enlarged Share
Capital. On Admission, based on the Placing Price, the Company will have a market capitalisation of
approximately £17.44 million. The Placing Shares will rankpari passuwith the Existing Ordinary
Shares on Admission.

The Company, the Directors and the Proposed Directors have entered into the Placing Agreement with
Strand Partners. Strand Partners have conditionally agreed to use reasonable endeavours to procure
placees for all of the Placing Shares at the Placing Price. The Placing is conditional upon, amongst
other things, the Placing Agreement becoming effective on or before 21 September 2007, or such later
date as the Company and Strand Partners may agree, but in any event no later than 12 October 2007.
The Placing is not being underwritten.
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Pursuant to the Placing Agreement, Strand Partners are on Completion to be paid a corporate finance
fee of £200,000, of which £75,075 is to be applied immediately by Strand Partners to subscribe for
1,155,000 new Ordinary Shares at the Placing Price.

Further details of the Placing Agreement are set out in paragraph 17.4 of Part 6 of this document.

10. USE OF PROCEEDS

The net proceeds of the Placing will be used to enable the Company to (i) implement capital projects
at certain of its existing and newly acquired operations and assets and (ii) to provide the Enlarged
Group with additional funds for its ongoing working capital requirements.

11. DIRECTORS, PROPOSED DIRECTORS AND EMPLOYEES

At Completion, Melissa Sturgess and Cedric Bredenkamp will be appointed as a non-executive
chairman and managing director of the Company respectively. With effect from Completion, it is
proposed that Gordon Riddler and Manish Kotecha will resign from the Board. Brief biographical
details of the Directors and Proposed Directors are set out below. It is intended that a full or part-time
finance director will be appointed to replace Manish Kotecha within three months of Completion.

Brief biographies of the Directors and the Proposed Directors are shown below. Paragraph 9 of Part
6 of this document contains further details of the current and past directorships and certain other
important information regarding the Directors

Directors

Gordon Riddler(Non-executive Chairman)

Gordon Riddler (aged 63) has been engaged in exploration, mining and project evaluation for 40 years.
He has held senior posts with Gold Fields Limited and Rio Tinto plc and was appointed Head of
Minerals Group at the British Geological Survey (BGS) in 1993 in charge of technology innovation
and information dissemination programmes. He has been associated with the Mineral Industry
Research Organisation (MIRO) in various capacities since the mid-1970s, taking on a project
management role in 1998 followed by his appointment as Executive Director. He is a fellow of the
Institute of Materials, Minerals and Mining (IOM3) and a visiting professor in the Energy and
Resources Research Institute within the School of Process, Environmental and Materials Engineering
at the University of Leeds, UK. He is Executive Chairmanof Maghreb Minerals plc, whose shares are
traded on AIM.

Martyn Churchouse(Chief Executive Officer)

Mr. Churchouse (aged 48) is a geologist with 25 years' experience, including 14 years in Africa with
Johannesburg Consolidated Industries as a senior mine geologist, for Anglo American-Namibia as a
senior geologist, and for Gold Fields Namibia and Gold Fields Ghana. He has also spent seven years
working on exploration and mining projects in Eastern Europe including the position of mine manager
of a 2.5 million tpa tailings reclamation project. Mr. Churchouse established KimCor in March 2005.

Manish Kotecha(Finance Director)

Mr. Kotecha (aged 36) is also the chief financial officer of Caledon Resources plc, a coal mining and
exploration company whose shares are traded on AIM and which has recently raised over £38 million
in debt and equity. He has a BA (Hons) in Accounting and Finance from Kingston University.

Roger Harris (Non-executive Director)

Mr. Harris (aged 63) has over 40 years' experience in the mining industry spanning activity in many
countries and a wide range of resources including uranium, base metals, industrial minerals, precious
metals and diamonds. He has held a number of executive positions with overall responsibility for large
mining and refining operations and chemical plants, and is currently executive chairman of Bohemia
Mineral Industries plc. He is a Chartered Engineer and is a member of the Institute of Materials
Minerals and Mining, the US Society for Mining Metallurgy and Exploration and the Canadian
Institute of Mining, Metallurgy and Petroleum.
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Proposed Directors

Melissa SturgesgProposed Non-executive Chairman)

Melissa Sturgess (aged 41) holds a Bachelor of Saiendegree and a Masters in Business
Administration. After an early career with British Airways plc and Mallesons Stephen Jaques, an
Australian legal firm, she formed her own consulting company in 1994 to work in the corporate
development and promotion of a range of public companies, including Aquarius Platinum Limited
where she was responsible for attracting institutional shareholders. In addition to her role at Dwyka
Resources, Melissa is currently a non-executive director of three companies whose shares are traded on
AIM, being Bezant Resources plc, Churchill Mining PLC and Sylvania Resources Limited (whose
shares are also traded on the ASX).

Cedric BredenkamgProposed Managing Director)

Cedric Bredenkamp (aged 38) has both a broad and practical experience of the South African diamond
industry ranging from plant construction and operaton through to general management of
subsidiaries of publicly quoted companies. Mr. Bredenkamp is also experienced in concrete production
and design and plant construction having been involved from the outset with the development of
commercial brick and paving manufacture in the Northern Cape. Since 1991 Cedric Bredenkamp has
served as general manager of Supermix Mining (Proprietary) Limited and Biz Afrika 546 (Proprietary)
Limited and as managing director of the South African operations of Dwyka Resources.

Employees

Save as disclosed in this document, the services of all the management and employees of the Enlarged
Group will be retained on terms that will remain unchanged following Completion.

12. CORPORATE GOVERNANCE

The Directors and the Proposed Directors recognise the importance of sound corporate governance
and intend to comply with the QCAs Corporate Governance Guidelines for AIM Companies
published in 2005 as far as possible. The Directors have implemented such corporate governance
procedures and established such committees of the d&d, including audit and remuneration
committees, as they believe are required for the Board to comply with the terms of the Combined Code,
in so far as appropriate for a company of its size. Following Admission, the audit committee will
comprise Melissa Sturgess (as chairman) and Roger Harris and the remuneration committee will
comprise Roger Harris (as chairman) and Melissa Sturgess.

The Directors have established financial controls and reporting procedures which are considered
appropriate given the size and structure of the Enlarged Group. The Board will meet regularly and be
responsible for strategy, performance, approval of major capital projects and the framework of internal
controls. The Board will have a formal schedule of matters specifically reserved to it for decision,
including matters relating to management structureand appointments, strategic and policy
considerations, transactions and finance. To enable the Board to discharge its duties, all of the directors
will receive timely information.

The Directors and Proposed Directors recognise however that the Company's internal financial control
system can only provide reasonable, not absolute, assurance against material misstatement or loss. The
effectiveness of the system of internal financial control operated by the Enlarged Group will therefore
be subject to continuing review by the Board.

The Board intends to comply with Rule 21 of the AIM Rules relating to directors' dealings as
applicable to AIM companies and will also take all reasonable steps to ensure compliance with that rule
by the Company's applicable employees. The Company has adopted the Share Dealing Code for this
purpose.

13. EXISTING WARRANTS

The Existing Warrants were issued on 14 March 2006 and are admitted to trading on AIM. As at the
date of this document there are a total of 10,326,667 Existing Warrants in issue, which on exercise in

23



full would result in the issue of 10,326,667 Ordinary Shares representing 3.84 per cent. of the issued
share capital of the Company following Completion, assuming exercise of all of the Existing Warrants
and the Westhouse Option but no other share issues.

The Existing Warrants entitle holders to subscribe in cash for Ordinary Shares at an exercise price of
18.75 pence each on the terms and conditions of the Existing Warrant Instrument. This exercise price
may be adjusted in the circumstances summarised in paragraph 11.2.3 of Part 6 of this document. The
Existing Warrants may be exercised at any time up to and including 15 March 2008.

If the Resolutions are passed at the EGM, the existing listing of the Existing Warrants on AIM will be
cancelled. The Directors intend to apply for the Existing Warrants to be admitted to trading on AIM.
Admission is expected to take place and dealings in the Existing Warrants are expected to commence
on AIM at 8.00 a.m. on 21 September 2007.

Further details regarding the Existing Warrants are set out in paragraph 11 of Part 6 of this document.

14, SHARE OPTION SCHEMES

The Directors and Proposed Directors believe that it is important that directors, employees, and
consultants of the Enlarged Group are appropriately and properly motivated and rewarded.

The Company currently has in place the Share Option Plan as an incentive to Directors, certain
employees and consultants to promote the continued growth of the Company. Under the Share Option
Plan, a total of 3,400,000 options have been granted to the persons set out in paragraph 3.2.8 and
paragraph 3.2.12 of Part 6 of this document. It is intended that, within two months of Completion,
the Directors and Proposed Directors will review the Share Option Plan and grant options as
appropriate to directors and employees of the Enlarged Group. The maximum number of options
outstanding must not exceed 10 per cent. of the Company's total issued share capital from time to time.

Further details of the Share Option Plan are set out in paragraph 12 of Part 6 of this document.

15. LOCK-IN AND ORDERLY MARKET ARRANGEMENTS

Dwyka Resources has undertaken to the Company, Strand Partners and Ambrian that, except in
certain limited circumstances, (i) it will not dispose of any interest in Ordinary Shares (including the
Consideration Shares) for 12 months from the date of Admission and, (ii) for the following 12 months
(or earlier where permitted to make disposals), that it will (subject to certain limited exceptions) only
make disposals thereof through the Company's broker. The orderly market agreement in (ii) will not
apply to any distribution in specie by Dwyka Resources of the Consideration Shares to its
shareholders.

Further details of the lock-in and orderly market agreement are set out in paragraph 17.5 of Part 6 of
this document.

16. DIVIDEND POLICY
The Company has not paid any dividends since incorporation.

The Directors' and Proposed Directors' current intention is to retain and re-invest the earnings arising
from the Enlarged Group's activities to fund the development and projects of the Enlarged Group.
Accordingly, they do not expect to recommend or pay any dividends in the immediate future.

The declaration and payment by the Company of any future dividends, and the amount of such
dividends, will ultimately be dependent upon the Company's financial condition, future prospects,
profits legally available for distribution, the need to maintain an appropriate level of dividend cover
and other factors deemed by the Board to be relevant at that time. This will take into account both the
requirements of the business and the expectations of Shareholders.
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17. EXTRAORDINARY GENERAL MEETING

A notice convening the EGM to be held at 11.00 a.m. on 20 September 2007 (or such later time as the
annual general meeting of the Company convened for the same day shall have been concluded or
adjourned) at the offices of Nabarro at Lacon House, 84 heobald's Road, London WC1X 8RW is set

out at the end of this document. The Resolutions which will be proposed at the EGM are as follows:

(i) approve the Acquisition for the purposes of Rule 14 of the AIM Rules;
(i) approve the Rule 9 Waiver;

(i) increase the authorised share capital of the Company from £1,000,000 to £2,000,000 by the
creation of an additional 200,000,000 Ordinary Shares;

(iv) authorise the Directors to allot Ordinary Shares pursuant to the 1985 Act;
(v) to disapply statutory pre-emption rights pursuant to the 1985 Act; and
(vi) adopt new articles of association.

If (a) Shareholders approve the Acquisition at the EGM and (b) the Acquisition is approved by
shareholders of Dwyka Resources in a general meeting to be held on the same date as the EGM, the
Company will be admitted to AIM as a new applicant on the first business day after the EGM. If
Shareholder approval is not given, trading in the Existing Ordinary Shares and the Existing Warrants
will continue as normal.

Following completion of the Proposals, approximately B1,734,423 Ordinary Shares will remain
authorised but unissued (representing approximatel$2.93 per cent. of the authorised Ordinary Share
capital of the Company). Other than to satisfy the earcise of options, the Existing Warrants, the
Westhouse Option, Strand Warrants and Montagu Warrats, the Directors have no present intention to
allot Ordinary Shares pursuant to the authority prgposed to be granted to them at the EGM but consider
the remaining number of Ordinary Shares to be a deable margin to retain flexibility in the future.

18. IRREVOCABLE UNDERTAKINGS

The Company has received irrevocable undertakings from certain of the Directors and significant
Shareholders to vote in favour of the Acquisition and the other resolutions to be proposed at the EGM.
In total, irrevocable undertakings to vote in favour of the Resolutions have been received in respect of
34,928,526 Ordinary Shares, representing 51.98 per cent. of the Existing Ordinary Shares.

Further details of these irrevocable undertakings are set out in paragraph 17.7 of Part 6 of this
document.

In addition, Dwyka Resources is holding an EGM on 20 September 2007 to pass resolutions which
include, inter alia, a resolution to approve the Acquisition. Dwyka Resources has received irrevocable
undertakings from certain of its directors and significant shareholders to vote in favour of the
transaction. In total, irrevocable undertakings to vote in favour of the transaction have been received
in respect of 22,607,429 Dwyka Resources ordinary shares, representing 17.57 per cent. of its ordinary
issued share capital.

19. TAXATION

Information regarding certain taxation consideratims in the United Kingdom is set out in
paragraph 13 of Part 6 of this document. These details are, however, intended only as a general guide
to the current position under UK taxation law. If you are in any doubt as to your tax position you
should consult an appropriate professional adviser immediately.

20. ADMISSION, SETTLEMENT AND DEALINGS

Subiject to the passing of the Resolutions at the EGM, trading of the Existing Ordinary Shares and the
Existing Warrants will be cancelled. Application will be made to the London Stock Exchange for the
Enlarged Share Capital and the Existing Warrants to be admitted to trading on AIM. It is expected
that Admission will become effective and dealingsof normal settlement will commence on
21 September 2007.
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The Ordinary Shares and the Existing Warrants are eligible for CREST settlement. Accordingly,
settlement of transactions in Existing Ordinary Shares, New Ordinary Shares and the Existing
Warrants following Admission may take place within the CREST system if the relevant Shareholder
or holder of Existing Warrants so wishes.

CREST is a voluntary system and Shareholders and holders of Existing Warrants who wish to receive
and retain certificates will be able to do so.

An investor applying for Placing Shares in the Placing or Dwyka Resources receiving Consideration
Shares pursuant to the Acquisition may, however, elect to receive their shares in uncertificated form if
such person is a system-member (as defined in the CREST Regulations) in relation to CREST.

It is expected that, subject to the satisfaction of the conditions of the Placing and the Acquisition (as
relevant), the New Ordinary Shares will be registered in the names of the investors subscribing for them
and issued either:

(&) in certificated form, where the placee so elects, with the relevant share certificate expected to be
despatched by post, at the placee’s risk, by 4 October 2007; or

(b) in CREST, where the investor so elects and only if the placee is a system-member (as defined in
the CREST Regulations) in relation to CREST, with delivery (to the designated CREST account)
of the New Ordinary Shares subscribed for expected to take place on 21 September 2007.

Notwithstanding the election by investors as to the form of delivery of New Ordinary Shares, no
temporary documents of title will be issued. All documents or remittances sent by or to investors or as
they may direct will be sent through the post at their risk.

Pending the despatch of definitive share certificates (as applicable), instruments of transfer will be
certified against the register.

21. THE TAKEOVER CODE

The Acquisition and the issue of the Consideration Shares to Dwyka Resources give rise to certain
considerations under the Takeover Code.

The Takeover Code is issued and administered by the Panel. The Takeover Code applies to all takeovers
and merger transactions, however effected, where the offeree companyriter alia, a listed or unlisted
public company resident in the UK, the Channel Islands or the Isle of Man and to certain categories
of private limited companies. KimCor is such a company and Shareholders are entitled to the
protection afforded by the Takeover Code.

Under Rule 9 of the Takeover Code, any person who acquires an interest in shares which taken together
with shares in which he is already interested in and in which persons acting in concert with him are
interested carry 30 per cent. or more of the voting rights of a company which is subject to the Takeover
Code, is normally required to make a general offer to all remaining shareholders of that company to
acquire their shares. Similarly, when any person, together with persons acting in concert with him, is
interested in shares which in aggregate carry 30 per cent. or more of the voting rights of such a
company but does not hold shares carrying more than 50 per cent. of such voting rights, a general offer
will normally be required if any further interests in shares are acquired by any such person.

An offer under Rule 9 must be made in cash and at the highest price paid by the person required to
make the offer, or any person acting in concert with them, for any interest in shares in the company
during the 12 months prior to the announcement of the offer.

Following Completion, Dwyka Resources will hold 134383,718 Ordinary Shares representing
approximately 50.09 per cent. of the voting rights attehing to the Enlarged Share Capital. It is Dwyka
Resources' present intention that the Ordinary Shaseheld by it will be distributed in specie to shal®lders
of Dwyka Resources no earlier than one year and no lat than three years following Completion.

The Panel has agreed, however, to waive the obligation for Dwyka Resources to make a general offer
that would otherwise arise as a result of the Acquisition, subject to the approval of Shareholders.
Accordingly, Resolution 2 is being proposed at the EGM and will be taken on a poll.
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Following Completion Dwyka Resources will hold more than 50 per cent. of the Company's voting
share capital and may accordingly increase its interest in shares without incurring any obligation under
Rule 9 to make a general offer.

22. ACTION TO BE TAKEN

A reply paid Form of Proxy for use at the EGM is enclosed. Whether or not you intend to be present

at the meeting, you are requested to complete, sign and return the Form of Proxy to the Company's
registrars, Computershare Investor Services, The Pavilions, Bridgwater Road, Bristol BS13 3FB, as
soon as possible and in any event so as to arrive not later than 11.00 a.m. on 18 September 2007. The
completion and return of a Form of Proxy will not preclude you from attending the EGM and voting

in person should you subsequently wish to do so.

23. FURTHER INFORMATION
Your attention is drawn to the further information set out in:

| Part 2 of this document entitled 2Risk Factors®;
I Part 3 of this document entitled 2The South African Mining Environment®;
I Part 4 of this document setting out financial information on DDH;

| Part 5 of this document setting out certain unaudited pro forma financial information for the
Enlarged Group;

Part 6 of this document summarising statutory and general information on the Company and
DDH;

Appendix 1 to this document setting out the Competent Person's Report on the operating assets
of KimCor and DDH;

Appendix 2 to this document setting out a glossary of technical terms used throughout this
document;

| Appendix 3 to this document containing financial information on KimCor;
| Appendix 4 to this document containing financial information on Dwyka Resources; and
| the notice of EGM at the end of this document.

24. RECOMMENDATION

The Directors, having been so advised by Strand Partners, consider that the Proposals are fair and
reasonable and are in the best interests of the Company and its Shareholders. In providing advice to the
Directors, Strand Partners has taken into account the Directors' commercial assessment.

The Directors unanimously recommend that Shareholders vote in favour of the Resolutions to be proposed
at the EGM as the Directors have irrevocably undertaken to do or procure to be done in respect of their
own beneficial holdings which amount, in aggregate, to 9,300,000 Ordinary Shares representing
approximately 13.84 per cent. of the Existing Ordinary Shares.

In addition, certain other Shareholders holding 25,628,526 Ordinary Shares representing approximately
38.1 per cent. of the Existing Ordinary Shares, have irrevocably undertaken to vote in favour of the

Resolutions which, when aggregated with the Existing Ordinary Shares held by the Directors, represent
approximately 51.98 per cent. of the Existing Ordinary Shares.

Dwyka Resources has also received irrevocable undertakings from certain of its directors and significant
shareholders to vote in favour of the transaction at its EGM on 20 September 2007. In total, irrevocable
undertakings to vote in favour of the transaction have been received in respect of 22,607,429 Dwyka
Resources ordinary shares, representing 17.57 per cent. of its ordinary share capital.

Yours faithfully

Gordon Riddler
Non-executive Chairman
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PART 2

RISK FACTORS

An investment in the Company is subject to a number of risks.

Accordingly, prospective investors should consider carefully all of the information set out in this document
and the risks attaching to an investment in the Company, including, in particular, the specific risks
described below, before making any investment decision. The information below does not purport to be an
exhaustive list. Investors should consider carefully whether an investment in the New Ordinary Shares and
the Existing Warrants is suitable for them in the light of the information in this document and their
personal circumstances. Before making any final decision, prospective investors in any doubt should
consult with an investment adviser authorised under FSMA. If any of the following risks were to
materialise, the Company's business, financial position, results and/or future operations may be materially
adversely affected.

The market price of the Ordinary Shares and the Existing Warrants may go up or down and an investor
may lose all or part of his or her investment. Additional risks and uncertainties not presently known to the
Directors, or which the Directors currently deem immaterial, may also have an adverse effect upon the
Company and the market price of the Ordinary Shares and the Existing Warrants.

An investment in the Company is only suitable for financially sophisticated investors who are capable of
evaluating the merits and risks of such an investment and who have sufficient resources to be able to bear
any losses that may arise therefrom (which may be equal to the whole amount invested). There can be no
certainty that the Company will be able to implement successfully the strategy set out in this document.
No representation is or can be made as to the future performance of the Enlarged Group and there can be
no assurance that the Enlarged Group will achieve its objectives.

GENERAL RISKS

Investment risk

Although the Enlarged Share Capital and the Existing Warrants are to be admitted to trading on AIM,
they will not be listed on the Official List. An investment in shares or warrants traded on AIM may
carry a higher risk than an investment in shares or warrants quoted on the Official List. The trading of
the Company's securities on AIM should not be taken as implying that there will be a liquid market in
the shares. A return on investment in the Ordinary Shares and the Existing Warrants may, therefore, in
certain circumstances be difficult to realise. These factors could include the performance of the
Enlarged Group's operations.

Investors should be aware that, following Admission, the market price of the Ordinary Shares and
Existing Warrants may be volatile and may go down as well as up and investors may therefore be unable
to recover their original investment. The price at which the Ordinary Shares and the Existing Warrants
may trade and the price which investors may realise for their Ordinary Shares or Existing Warrants will
be influenced by a large number of factors, some specific to the Company and some which may affect
publicly traded companies generally. This volatility could be attributable to various factors and events,
including any regulatory or economic changes affecting the Enlarged Group's operations, variations in
the Group's operating results, changes in commodity prices, developments in the Enlarged Group's
business or those of its competitors, or changes in market sentiment towards the Ordinary Shares and
the Existing Warrants, large purchases or sales of the Ordinary Shares, liquidity (or absence of
liquidity) in the Ordinary Shares and the Existing Warrants, currency fluctuations, legislative or
regulatory changes and general economic conditions. In addition, the Enlarged Group's operating
results and prospects from time to time may be below the expectations of market analysts and investors.

At the same time, market conditions may affect the Ordinary Shares and the Existing Warrants
regardless of the Enlarged Group's operating performance or the overall performance of the mining
industry. Share market conditions are affected by many factors such as general economic outlook,
movements in or outlook on interest rates and inflation rates, currency fluctuations, commaodity prices,
changes in investor sentiment towards particular market sectors and the demand and supply for equity
capital.
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Accordingly, the market prices of the Ordinary Shares and the Existing Warrants may not reflect the
underlying value of the Company's net assets, and the price at which investors may dispose of their
Ordinary Shares or Existing Warrants at any point in time may be influenced by a number of factors,
only some of which may pertain to the Company while others of which may be outside the control of
the Enlarged Group.

Limited operating history

As a result of its lack of any significant revenue generation to date and its short history, the Company
is subject to all the risks associated with the operations of a developing business. The Enlarged Group's
prospects may be jeopardised by the type of difficulties that often afflict businesses in the early stages
of their development. There can be no guarantee that the Company will move into profitability or
remain profitable.

Market perception

Market perception of mining and exploration companies may change, which could impact on the value
of investors' holdings and impact on the ability of the Company to raise further funds by the issue of
further Ordinary Shares.

Currency risk

The Company's operations are subject to exchange rate fluctuations and exchange control and may
become subject to other similar restrictions. Such fluctuations may affect the cash flows that the
Company realises from its operations, as diamond production is sold in the world market in US dollars.
The Enlarged Group's costs are incurred primarily in ZAR.

Dependence on key executives and personnel

The Enlarged Group's development and prospects are dependent upon the continued services and
performance of its senior management and other key personnel. The loss of the services of any of the
senior management or key personnel may have an adverse impact on the Company.

RISKS RELATING TO THE ENLARGED GROUP AND THE MINING INDUSTRY
EXPLORATION RISKS

Mining and Land Rights

South African mining and mineral rights are subject to new legislation which could impose significant
costs and burdens on the Enlarged Group.

Some uncertainty exists as to what might constitute the legal requirements in regard to a BEE
transaction pertaining to mining. Although the BEE Codes of Good Practice are intended to apply to
all charters in South Africa. The Broad-Based Black Economic Empowerment Act, 2003, provides that
every organ of state and public entity must take into account and, as far as reasonably possible, apply
the BEE Codes in determining qualification criteria for the issuing of licences, concessions or
authorisations in terms of any law; developing and implementing a preferential procurement policy;
determining qualification criteria for the sale of state-owned enterprises and developing criteria for
entering into partnerships with the private sector. The DME does not currently apply the BEE Codes
of Good Practice (to the extent that these codes may conflict with or contradict the provisions of the
Charter) in decisions relating to the grant of prospecting and/or mining rights, but only the provisions
of the Charter.

The status of this practice is unclear and it is uncertain if and to what extent the BEE Codes of Good
Practice may impact on the implementation of the Charter and/or the granting of the Company's
application for conversion to new order mining rights.

In addition, some uncertainty exists as to the application of the BEE transaction requirements as those
requirements are interpreted by the DME (with particular reference to the ‘rules' that have recently
been adopted by DME in approving BEE transactions).
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The nature and scope of these “rules' are unclear and it is uncertain to what extent they may impact on
the implementation of the Charter and/or the granting of the Company's application for conversion to
new order mining rights.

South African land and mineral rights could be subject to land restitution claims which could impose
significant costs and burdens on the Company.

Under section 11 of the Restitution of Land Rights Act 1994 (3Act®), notice will be so published if the
claim has been lodged in the prescribed manner, istrprecluded by the provisions of section 2 of that
Act (which deal with entitlement to restitution) and is not frivolous or vexatious. If a claim is gazetted,
the State is obliged to have a full report on the claim compiled, which should contain detailed
information on the claim.

If a claim is gazetted, it may be resolved in a number of ways: by restoration of the property claimed,
the grant of rights to other properties or the payment of compensation by the State. If the property
has to be restored, the State will have to acquire the property by agreement with or expropriation from
the owner. In terms of the constitution of the Republic of South Africa, any expropriation must be at
fair value. A claim for restitution may be settled by mediation and negotiation or by the land claims
court if mediation and negotiation is not successful. The feasibility of restoration must be taken into
account by the Land Claims Court in adjudicating a claim.

Project development risk

There can be no assurance that the Enlarged Group's projects will be fully developed in accordance
with current plans or completed on time or to budget. It is possible that actual cash operating costs and
economic returns may differ from those currently estimated. The resources underlying these projects
will require further evaluation and capital expenditure. Future work on the development of these
projects, the levels of production and financial returns arising therefrom may be adversely affected by
factors outside the control of the Enlarged Group.

Growth strategy execution risk

In order to expand its operations and reserve base, the Enlarged Group may seek to make further
acquisitions or investments. The success of these acquisitions or investments will depend on a number
of factors, including, but not limited to:

| the negotiation of acceptable terms with the seller of the business or asset(s) to be acquired;
| the approval and ongoing support of regulatory authorities;

| the operating and financial performance of the acquisition or investment being in line with
expectations; and

| the integration of the acquired business or assets in a timely and efficient manner.

Any problems experienced by the Enlarged Group in connection with an acquisition as a result of one
or more of these factors could have a material effect on its business, operating results and financial
condition.

Exploration Risks

Although the Enlarged Group will primarily be engaged in the production of diamonds, the Directors
and Proposed Directors intend to undertake a degree of exploration work, initially in Tanzania and
southern Africa. Mineral exploration involves a high degree of risk and exploration projects are
frequently unsuccessful. Few prospects that are explored are ultimately developed into producing
mines. There can be no assurance that the Enlarged Group's future exploration efforts will be
successful. The risks associated with exploration include the identification of potential mineral
resources based on analysis of geological data andiet capital available for exploration and
development.

If resources are developed it could take a number of years from the initial phases of drilling and
identification of mineralization until production is possible, during which time the economic feasibility
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of production may change. There can be no assurance that current and future exploration programmes
will result in the discovery of resources and reserves, the expansion of the Enlarged Group's existing
resources and reserves or the development of mines.

Management risks

There can be no assurance that the Enlarged Group will be able to manage effectively the expansion of
its operations or that the Enlarged Group's current personnel, systems, procedures and controls will be
adequate to support the Enlarged Group's operations. Any failure of management to manage
effectively the Enlarged Group's growth and development could have a material adverse effect on the
Enlarged Group's business, financial condition and results of operations.

The Enlarged Group will be highly dependent on the executive directors and will rely on the
consultants that it retains. Whilst the Board has sought to and will continue to ensure that executive
directors, consultants and any key employees are appropriately incentivised, their services cannot be
guaranteed, and the loss of their services to the Enlarged Group may have a material adverse effect on
the performance of the Enlarged Group.

Estimates of reserves, resources and production costs

Although reserve and resource figures incorporated in this document have been carefully prepared by
the Company, or, in some instances, have been prepared, reviewed or verified by independent mining
experts, these amounts are estimates only. There can be no assurance that any particular level of
recovery of diamonds from such reserves or resources will in fact be realised or that an identified
resource will ever qualify as commercially mineable (or viable) and/or which can be legally and
economically exploited. Grade estimation of dump material is extremely difficult and cannot be done
with a high degree of confidence without the full treatment of samples so large as to be impracticable.
In addition, any future exploration rights acquired (including under any prospecting right held or
which may be acquired in the future by the Enlarged Group) may not result in the economic or feasible
production of diamonds. Estimates of reserves, resources and production costs can also be affected by
such factors as environmental permitting regulations and requirements, weather, environmental
factors, unforeseen technical difficulties, unusual or unexpected geological formations and work
interruptions. Material changes in reserves, grades, or recovery rates may affect the economic viability
of projects. Reserves are reported as general indicators of mine life and should not be interpreted as
assurances of mine life or of the profitability of current or future operations.

The ultimate production of diamonds from the probable and possible reserves may be lower than
expected or even non-existent. The Company's operations are subject to the normal risks inherent in
diamond exploration, refinement and production.

In common with all mining operations, there is uncertainty associated with the Enlarged Group's
operating parameters and costs. While costs can be budgeted with a reasonable degree of confidence,
operating parameters can be difficult to predict and are often affected by factors outside the Enlarged
Group's control.

The business of mining and mineral processing by its nature involves significant risks and hazards.
Further information on the specific risks associated with the Enlarged Group's mining operations are
set out in the CPR set out as Appendix 1 to this document.

Actions of third parties, including contractors and partners

The Enlarged Group will be reliant to an extent orthird parties to provide contracting services. Therean
be no assurance that these business relationship$ wontinue to be maintained or that new ones wilbe
successfully formed. A breach or disruption in theseelationships could be detrimental to the future
business, operating results and/or profitability of he Company. To the extent that the Enlarged Group
cannot engage contractors according to its plans drbudgets, its profit may be adversely impaired.

In certain circumstances, the Enlarged Group may be liable for the acts or omissions of its partners. If
a third party pursues claims against the Enlarged Group or against a joint venture vehicle as a result
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of the acts or omissions of its Enlarged Group's partners, the Enlarged Group's ability to recover from
such partners may be limited. Recovery under such arrangements may involve delay, management time,
costs and expenses or may not be possible at all, which, in each case, could adversely affect the
Company's financial performance and condition.

Permits

The Enlarged Group's exploration, mining and processing activities are dependent upon the grant,
renewal or continuance in force of appropriate rights and/or permits which may be (i) valid only for a
defined time period, (ii) subject to limitations and (iii) provide for withdrawal in certain circumstances.
There can be no assurance that such rights and/or permits will be granted, renewed or continue in force,
or, if so, on what terms.

Further details of the existing mining rights of the Enlarged Group are set out in paragraph 2 of Part
3 of this document.

Environmental issues

Mining projects may be subject to the environmental laws of states in which the Enlarged Group
operates. These laws may result in limitations of mining activities, which may become increasingly strict
in the future. Environmental awareness on the part of the public has been increasing, as has public
pressure on environmental authorities. No assurance can be given that the need to comply with current
or future environmental laws, regulations or commitments will not have a material adverse effect on the
activities of the Enlarged Group or that the liabilities resulting from any environmental damage caused
by the activities of the Enlarged Group will not be material.

Uninsured risks

The Enlarged Group, as a participant in mining and exploration activities, may become subject to
liability for hazards that cannot be insured against or against which it may elect not to be so insured
because of high premium costs. For example, insurance against risks such as environmental pollution
or other hazards as a result of exploration and production is not generally available to the Enlarged
Group or to other companies in the mining industry on acceptable terms. Losses from uninsured risks
may cause the Enlarged Group to incur costs that could have a materially adverse effect upon the
Company's financial performance and results of operations.

Financing

The successful extraction of any diamonds or other minerals may require very significant capital
investment. In addition, delays in the construction and commissioning of any of the Enlarged Group's
mining projects or drilling projects or other technical difficulties may result in projected target dates for
related production being delayed and/or further capital expenditure being required. In common with
all mining and drilling operations, there is uncertainty, and therefore risk, associated with operating
parameters and costs resulting from the scaling up of extraction methods tested in laboratory
conditions. The Company's ability to raise further funds will depend on the success of existing and
acquired operations. The Company may not be successful in procuring the requisite funds and, if such
funding is unavailable, the Enlarged Group may be required to reduce the scope of its operations or
anticipated expansion and curtail its budgeted exploration programmes.

Litigation

While the Company currently has no outstanding litigation, and is unaware of any such potential
claims, there can be no guarantee that the past, current or future actions of the Company will not result
in litigation since the mining industry, as all industries, is subject to legal claims, both with and without
merit. Defence and settlement costs can be substantial, even with respect to claims that have no merit.
Owing to the inherent uncertainty of the litigation process, there can be no assurance that the
resolution of any particular legal proceedings will not have a material effect on the Enlarged Group's
financial position or results of operations.
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Volatility of commodity prices

Historically, commodity prices (including diamonds) have displayed wide ranges and are affected by
numerous factors over which the Company does not have any control. These include world production
levels, international economic trends, currency exchange fluctuations, expectations for inflation,
speculative activity, consumption patterns and global or regional political events.

Political and economic risks

The Enlarged Group's assets and prospects may be affected by political and economic uncertainties.
Although the Director's and Proposed Directors currently believes that the Enlarged Group complies
with or will comply with current BEE legislation, any subsequent changes to the BEE legislation could
result in the current arrangements put in place, or to be put in place, by the Company becoming non-
compliant. Compliance with any new regulations and obligations imposed may increase the costs of
the Enlarged Group's operations.

Regulatory environment

The Enlarged Group's exploration operations are subject to environmental monitoring, labour laws,
immigration regulations, health regulations and regulations that govern the import and export of
equipment. Compliance with these regulations and obligations imposed by permissions may increase
the costs of the Enlarged Group's operations.

The Board believes the Enlarged Group substantially complies with laws and regulations that affect its

operations. These laws and regulations may however change and could result in the Enlarged Group
being required to comply with obligations that are more stringent and less flexible than the ones

currently in force. This may cause a delay in the planned operations or prevent the development of the
Enlarged Group's activities.

Competition

There is competition within the diamond mining industry for the discovery and acquisition of
properties considered to have commercial potential. Current and potential competitors may have
substantially greater financial, technical and marketing resources, longer operating histories, larger
customer bases, greater name recognition and more established relationships than the Enlarged Group
and so may be better able to compete in the Enlarged Group's target markets.

Taxation

The attention of potential investors is drawn to paragraph 13 of Part 6 headed “Taxation". The tax
rules and their interpretation relating to an investment in the Company may change during the life of
the Company. The levels of, and reliefs from, taxation may change. The tax reliefs referred to in this
document are those currently available and their value depends on the individual circumstances of
investors. The information given in this document relates only to UK investors and investors in other
jurisdictions must seek their own tax advice.

Any change in the Company's tax status or the tax applicable to holding Ordinary Shares or in taxation
legislation or its interpretation, could affect the value of the assets held by the Company, affect the
Company's ability to provide returns to shareholders and/or alter the post-tax returns to shareholders.
Statements in this document concerning the taxation of the Company and its investors are based upon
current tax law and practice, which are subject to change.

Labour risk

The Enlarged Group's operations may be adversely affected by labour disputes or changes in the South
African labour laws.

HIV/AIDS is prevalent in South Africa and this could affect employees and contractors of the
Enlarged Group. The prevalence of HIV/AIDS could cause losses in man-hours, make finding skilled
labour more difficult and accordingly, disrupt production and business activities.
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The Bellsbank site

The tailings dumps and reprocessing plant at Bellsbank are situated on property owned by De Beers,
and access to the Bellsbank site is via road over this property. Free State was granted access to the
dumps and the right of occupation of the property on which the tailings dumps and reprocessing plant
are situated by BCDM pursuant to the terms of the asset acquisition agreement entered into between
them, and therefore has a contractual right to access the same. It has been brought to the attention of
Free State that the right of access in respect of the road was never formalised between the land owner,
De Beers, and BCDM and that therefore BCDM may not have had a formal right of access from which

to grant the same to Free State. However, Free State was informed around the time of the 2006
Admission by Afgem, BCDM's then successors in title, that BCDM leased the property on which the
tailings dumps and reprocessing plant are situated from De Beers. Afgem confirmed that such a lease
remains in place and that rentals are regularly being paid to De Beers. Afgem also confirmed that, to
the best of their knowledge, BCDM, and Afgem consequently, was entitled to grant Free State
occupation of the property on which the tailings dumps and reprocessing plant are situated. However,
neither Afgem nor Free State were able to locate a copy of the aforesaid lease in order to verify the
exact status thereof. Further, Free State was informed that the land over which the road traverses and
that upon which the tailings dumps and reprocessing plant are located was the subject of a proposed
sale by De Beers.

The Directors were of the opinion that Free State would be in a strong position, to object to any
reduction or cessation by De Beers or any proposed purchaser, of their right of access, use and
occupation of the property. At the time of the 2006 Admission, the Directors were advised to seek
formalisation of both the right of access via the road and the right of occupation and use of the
property on which the tailings dumps and reprocessing plant are situated through negotiation with De
Beers and the proposed purchaser and instructed Duncan & Rothman Attorneys to negotiate and
obtain this on their behalf. Post the 2006 Admission, communication was commenced, but no formal
meeting was held between Mr Potgeiter and De Beers to conclude an access agreement. The Directors
and the Proposed Directors remain firmly of the opinion that Free State would be in a strong position

to object to any reduction or cessation of the rights of access and no event has occurred since the 2006
Admission to cause the Directors to alter their opinion.

SMI4 project and De Beers negotiation

Superkolong, a subsidiary of Dwyka Diamonds Holdings, currently operates the SMI4 project under

an agreement with De Beers, which runs indefinitely (subject to the parties' termination rights
discussed below). Under the terms of the agreement De Beers will use its best endeavours to provide
Superkolong with access to a minimum of 50,000 tpm of tailing resource. Earlier this year the parties
entered into an amendment to this agreement whereby De Beers agreed to use reasonable endeavours
to provide access to 50,000 tpm together with such additional volume of tailing resource as
Superkolong may be capable of processing in any month.

Processing under the SMI4 project at a rate of 50,000 tpm was found to be insufficient to achieve the
required economies of scale needed to make the project profitable. The amendment agreement
recognises this and the fact that De Beers has identified certain of its tailing resources around
Kimberley for disposal and has embarked on the selling process. Superkolong has the opportunity to
participate in the sale process and has been negotiating with De Beers to acquire the tailings as part of
the Small Miners Initiative Forum. Any purchase agreement reached would supersede the terms of the
existing agreement but until such time, the terms of the amended agreement continue indefinitely
subject to either party's right to terminate.

The Directors and Proposed Directors intend to continue negotiations for the purchase of the tailing
resources, and are optimistic as to the outcome. However, the amending agreement states that there is
no guarantee that Superkolong will acquire or be entitled to acquire the tailings.

Either party is entitled to unilaterally terminate the agreement on 90 days' prior written notice to the
other party without cause.
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PART 3

THE SOUTH AFRICAN MINING ENVIRONMENT

Overview

The Republic of South Africa is an industrialised, democratic republic bordered by the countries of
Botswana, Lesotho, Mozambique, Namibia, Swaziland and Zimbabwe. South Africa’s population is
estimated at approximately 47.4 million people.

South Africa is a middle-income, market economy with an abundant supply of natural resources and
a well developed financial, legal, communications, energy and transport infrastructure. South Africa’s
major industries consist of mining, agriculture, tourism, automobile assembly, metal working,
machinery, textile, iron and steel, chemicals, fertilizer and foodstuffs. South Africa is the world's largest
producer of platinum, gold and chromium and is a major producer of diamonds, manganese, coal and
iron ore.

On 27 April 1994 South Africa held its first democratic all-party national elections, following which
Mr. Nelson Mandela was appointed as President of South Africa. Mr. Mandela was succeeded by the
current President, Mr. Thabo Mbeki.

On 4 February, 1997, South Africa adopted a new constitution, the Constitution of the Republic of
South Africa, 1996 (%the Constitutiorf). The Constitution, inter alia, provides for a common
citizenship for all South Africans, the cession of a sovereign and democratic constitutional state, nine
provinces with defined legislative and executive powers, an independent judiciary that includes a
constitutional court, a supreme court of appeal and high courts in the various provinces. The
Constitution requires that government take legislative and other measures to achieve land, water and
related reform in order to redress the result of past racial discrimination and protect and advance
persons historically disadvantaged by unfair discrimination. As a result of these requirements and in
an effort to provide previously disadvantaged indiiduals with access to property, business
opportunities and other benefits of participation in the economy, the South African government has
embarked on a process of implementing certain legislation aimed specifically at the advancement of
previously disadvantaged individuals and communities.

During 2000 the first legislation was introduced in the form of thePreferential Procurement Policy
Framework Act, 2000 This was followed in 2002 by the South African Mineral and Petroleum
Resources Development Act (MPRDA °) and the Broad-Based Black Economic Empowerment Act
(3BEE Act®). Following the introduction of the MPRDA, the Mining Charter (¢ the Mining Charter)
was published under the provisions of Section 100(2)(a) of the MPRDA. The BEE Codes of Good
Practice on Broad Based Black Economic Empowerment tfie Code®) have also recently been
introduced under Section 9 of the BEE Act.

The mining industry in South Africa

Until 30 April, 2004 the right to prospect and mine for minerals was primarily regulated by the
Minerals Act, No. 50 of 1991 (®the Minerals AcP). The Minerals Act vested the right to mine a
particular mineral in the holder of the relevant mineral rights. The MPRDA replaced the Minerals Act
and commenced on 1 May 2004. The MPRDA regulates the prospecting for, and optimal exploitation,
processing and utilisation of minerals, provides for safety and health in the mining industry and the
rehabilitation of land disturbed by exploration and mining. The effect of the MPRDA is to enable a
transition from the old mining regime of essentially privately held rights to a new mining regime which
provides for the State to grant prospecting and mining rights.

The objects stated in section 2 of the MPRDA are to:

| recognise the internationally accepted right of the State to exercise sovereignty over all the mineral
and petroleum resources within the Republic of South Africa;

give effect to the principle of the State's custodianship of the nation's mineral and petroleum
resources;
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promote equitable access to the nation's mineral and petroleum resources to all the people of
South Africa;

substantially and meaningfully expand opportunitiesfor historically disadvantaged South
Africans (BHDSAs®), including women, to enter the mineral and petroleum industries and to
benefit from the exploitation of the nation's mineral and petroleum resources;

promote economic growth and mineral and petroleum resources development in the Republic of
South Africa;

| promote employment and advance the social and economic welfare of all South Africans;

| provide security of tenure in respect of prospecting, exploration, mining and production
operations;

ensure that the nation's mineral and petroleum resources are developed in an orderly and
ecologically sustainable manner while promoting juffiable social and economic
development; and

ensure that holders of mining and production rightscontribute towards socio-economic
development of the areas in which they are operating.

The MPRDA provides that mineral and petroleum resources are the common heritage of all the people
of South Africa and that the State is the custodian of the mineral and petroleum resources for the
benefit of all South Africans. The MPRDA furthermore provides that the State must ensure the
sustainable development of South Africa's mineral and petroleum resources within a framework of
national environmental policy, norms and standards Wwile promoting economic and social
development.

In order to ensure the attainment of the government of South Africa’s objectives of redressing
historical, social and economic inequalities as stated in the Constitution, and to set the framework,
targets and timetable for effecting the entry of HDSAs into the mining industry and to allow such
South Africans to benefit from the exploitation of mining and mineral resources, the Mining Charter
has been developed. In order to facilitate the application of the Mining Charter, a Scorecard has also
been developed. Compliance with the objects set out in sections 2(d) and (f) of the MPRDA in
accordance with the Mining Charter and Scorecard are requirements for the grant of mining rights. In
practice, conversions of existing mining licences into new order mining rights will also be considered
by the Minister of Minerals and Energy by using the criteria set out in the Mining Charter and the
Scorecard, which relate to: human resource development, employment equity, non-discrimination
against foreign migrant labour, mine community and rural development, improvement of housing and
living conditions, procurement (HDSASs to be given preferred supplier status), ownership by, and joint
ventures including, HDSAs, level of beneficiation and progress reporting.

Black economic empowerment

Black economic empowerment is a government initiative aimed at accelerating the integration of black
people into the South African economy since 1994.

In April 2004, the BEE Act was introduced, and established the legislative framework for the
promotion of BEE, and in particular, what it refers to as @broad-based® BEE. Broad-based BEE
involves the economic empowerment of all black people, including women workers, youth, people with
disabilities and people living in rural areas through strategies aimed atfer alia, increasing the number
of black people that manage, own and control enterprises and productive assets.

The Codes specify empowerment targets consistent with the objectives of the BEE Act, and the periods
within which those targets must be achieved. Organs of state and public bodies must apply the Codes
when issuing licences or concessions, awarding tenders and other contracts, determining qualification
criteria for the sale of state-owned enterprises and entering into partnerships with the private sector.

Businesses that are not empowered in accordance with the BEE Act, relevant charters and codes will
face increasing difficulty in obtaining contracts, tenders and licences from government and state owned

entities. In addition, because of increased emphasis on whether procurement policies and skills
development and employment equities in the evaluation of empowerment status, businesses that are
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not empowered will have difficulty in obtaining contracts from other businesses seeking to bolster their
BEE status using procurement from BEE entities.

The BEE Act also provides for the publication of sectoral or industry specific transformation charters
which are developed through a participatory approach by major stakeholders in order to set agreed
targets and criteria for promoting transformation in a particular sector. The Mining Charter, however,
stands in a favourable position compared with other sectoral charters in that it was published under the
MPRDA and therefore sets out the requirements forinter alia, the grant of mining and prospecting
rights. Mining companies will, however, still be subject to measurements in terms of the Codes when
transacting with entities not covered by the Mining Charter.

Compliance with the Mining Charter does not automatically mean compliance with the Codes as there
are significant differences between the two insofar as the respective definitions, concepts, targets and
measurement principles are concerned.

The Mining Charter also requires a commitment to, nb only ownership, but management,
employment, equity, human resource development, procurement and beneficiation.

The DME has not formally stated what its position would be if a company ceases to comply with the
provisions of the Mining Charter, specifically with the HDSA ownership requirements thereof,
although it is generally accepted that this would entitle the DME to revoke the mining rights in
question.

BEE mining application requirements

The MPRDA aims to specifically facilitate participation by HDSAs in the mining industry and to
ensure that unexploited mining rights are exploited by applying the 2use it or lose it° principle.
Complying with the BEE targets set out in the Mining Charter is now a pre-requisite for being granted
mining rights. BEE compliance is not an absolute requirement for the grant of prospecting rights, since
the MPRDA affords the Minister of Minerals and Energy a discretion having regard to the type of
mineral concerned and the extent of the proposed project.

The most important measurable criterion relates to the transfer of ownership of mining assets to
HDSAs. Essentially the requirement is for 15 per cent. HDSA ownership by 1 May 2009 and 26 per
cent. HDSA ownership by 1 May 2014. The Mining Charter provides that the mining industry agrees

to assist HDSA companies in securing financing to fund participation in an amount of R100 billion
within the first five years. Beyond this commitment, and in pursuance of the 26 per cent. target, all
stakeholders accept that transactions will take place in a transparent manner and for fair market value,
and stakeholders agree to meet after five years to view the progress and to determine what further steps,
if any, need to be taken to achieve the 26 per cent. target.

One of the primary requirements in respect of conversion is that the applicant must lodge an
undertaking that, and detailing the manner in which, the applicant will give effect to the objects stated
in section 2(d) and (f) of the MPRDA. Every application for a mining right under the MPRDA must
demonstrate that the granting of such right will:

| substantially and meaningfully expand opportunities for HDSASs, including women, to enter the
mineral and petroleum industry in order to benefit from the exploitation of the nation's mineral
and petroleum resources; and

| promote employment and advance the social and economic welfare of all South Africans,
in accordance with the Mining Charter.

The Scorecard of the Mining Charter also requires applicants to commit to the broad-based socio-
economic empowerment of the mining industry by requiring a commitment in relation, not only to
ownership, but also management, employment, equity, human resource development, procurement and
beneficiation. This is intended to be achieved by transactions in a transparent manner and for fair
market value.
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The only legal requirements in regard to a BEE transaction pertaining to conversion of an old order
mining right into a mining right are the lodging of the abovementioned undertaking and a social and
labour plan (the former of which must result in 15 per cent. of the equity or attributable units of
production vesting in HDSA hands within five years and 26 per cent. thereof so vesting within ten
years and the latter of which must set out steps to achieve the promotion of employment and the
advancement of the social and economic welfare of all South Africans, as opposed to actually
achieving this object).

The policy of the DME has been to apply the terms of the Mining Charter to applications for
conversions and new prospecting and mining rights such that no rights are granted unless 26 per cent.
of the shareholding interest or equity in the applicant is held by HDSAs.

Conversion of Old Order Rights

The MPRDA provides for transitional arrangements in respect of various categories of mining rights
in order to, inter alia, ensure that security of tenure is protected in respect of prospecting, exploration,
mining and production operations and to promote equitable access to the nation's mineral and
petroleum resources. The MPRDA preserves the validity of certain Old Order Rights that were in force
for limited periods after the commencement of the MPRDA. The holders of Old Order Rights are
given a preferential right to convert Old Order Rights to 2new order rights® if certain criteria are met.

An 20ld Order Right® is an Old Order Mining Right, Old Order Prospecting Right or Unused Old
Order Right.

An Old Order Mining Right continues in force for a period of five years from the date the MPDRA
took effect and the holder of such Old Order Right must lodge the right for conversion within such
time period. Any Old Order Mining Right will therefore cease to exist if the conversion is not lodged
by 30 April 2009.

An OIld Order Prospecting Right in force immediately before the MPRDA took effect continues in
force for a period of two years from the date the MPDRA took effect and the holder of an Old Order
Prospecting Right must lodge the right for conversion within that two year period. As such, any Old
Order Prospecting Rights will have ceased to exist if the necessary conversions were not lodged by 30
April 2006.

The holder of an Unused Old Order Right has the exclusive right to apply for a prospecting right or a
mining right within one year of the MPDRA taking effect. Any Unused OIld Order Right will have
ceased to exist if the necessary conversions were not lodged by 30 April 2005. An Unused Old Order
Right in respect of which an application has been lodged within the one year period remains valid until
such time as the allocation for a prospecting or mining right is granted or refused.

Surface use

Section 5(3) of the MPRDA grants to the holder of a new order prospecting right or mining right wide
rights in respect of the use of the land to which such right relates including:

| the right to enter the land to which the right relates together with employees and to bring on the
land plant, machinery and equipment and to build, construct or lay down any surface or
underground infrastructure which may be required for the purposes of prospecting or mining
(section 5(3)(a));

to prospect and mine for his own account on or under that land for the mineral for which that
right has been granted (section 5(3)(b));

the right to use water from natural springs, lakes, rivers, or excavations previously made for
prospecting or mining and to sink wells or boreholes for use relating to prospecting and mining
(section 5(3)(d)); and

to carry out any other activity incidental to prospecting or mining which does not contravene the
provisions of the MPRDA.
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Section 54 of the MPRDA affords an owner of land or the lawful occupier of land the right to claim
compensation from the holder of a new order prospecting right or mining right if the Regional
Manager, after representations by the owner and the holder, concludes that the owner has suffered or
is likely to suffer loss or damage as a result of prospecting or mining operations. Such compensation
must be determined by arbitration or a competent court if the parties fail to reach agreement thereon.

Use of surface

In view of the aforesaid, surface ownership by the holder of a new order prospecting or mining right
is not an essential requirement to use the land for prospecting and/or mining.

To the extent that the holder of a mining right holds surface right permits to use land which is the
subject of an Old Order Mining Right, the holder will after conversion be entitled to use such land free
of charge for the purposes for which the surface right permit(s) is/are held.

To the extent that no surface right permits are held and in respect of mining rights obtained by
application or conversion the holder will be entitled to use the land to which the right relates for
prospecting and mining in terms of section 5(3) of the MPRDA. Such right will be subject to an
obligation to pay compensation for losses and damages suffered by the owner, or lawful occupier of,
the land in terms of section 54 of the MPRDA.

Where surface rights are provided under and in terms of a Deed of Servitude the provisions of the
servitude will continue to govern the position.

Prospecting and mining rights
Sections 16 and 22 of the MPRDA set out the requirements for a valid application for, respectively, a
prospecting right and a mining right.

Sections 17 and 23 of the MPRDA deal with the granting and duration, respectively, of prospecting
rights and mining rights.

Mining rights of the Enlarged Group

(&) KimCor
Bellsbank Mining Permit

A mining permit is not strictly required under South African law in order to reprocess the tailings
dumps. Notwithstanding this, on 13 June 2005, Free State was granted a mining permit in terms of the
MPRDA to mine the Bellsbank dumps for diamonds. The permit endured for a two year period until

12 June 2007. The permit was renewable for three further periods of one year each. Free State duly
applied for renewal of the permit and in a letter dated 28 May 2007, the DME informed Free State that
its application for renewal of the permit had been accepted. The formal permit documentation is
awaited. Under the terms of this permit, the manager of the mine must submit a prescribed monthly
return to the director general and a financial report or a financial statement reflecting balance sheet
and profit and loss accounts together with an annual report detailing compliance by Free State with
sections 2(d) and (f) of MPRDA, being the BEE objectives of MPRDA.

Koffiefontein

The following rights were granted to CFM Diamonds CC (3CFM?) by the DME in respect of the
abovementioned diamond exploration project:

| a prospecting right which was notarially executed on 7 February 2006 in respect of the mineral
diamonds (general and kimberlite) and in respect of the farms Bakenkop 244, Bakenkop 196,
Doornkop 422, portion 1 of the farm Boesmanspan 299, Graspan 353, Weltevrede 936,
Kroonplaats 282, Nellieslaagte 329, Rooipan 938, Bellevue 129, Erasmus Hope 302 and Klein
Begin 1048;
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a prospecting right which was notarially executed on 4 October 2006 in respect of the mineral
diamonds (general and kimberlite) and in respect of the farms Nooitgedacht 418, Eureka 870,
Uitkyk 1152 and De Rust 396; and

a prospecting right which was notarially executed on 1 November 2006 in respect of the mineral
diamonds (general and kimberlite) in respect of the farm Zamenzuipinspan 187.

CFM ceded all of its rights in and to the abovementioned rights to Koffiefontein Diamonds by means
of a cession and assignment agreement dated 25 September 2006. CFM and Koffiefontein Diamonds
are currently waiting for the written consent to be provided by the Minister of Minerals and Energy in
respect of the aforementioned transfer of the prospecting rights, as required by section 11 of the
MPRDA. The aforementioned consent is expected shortly.

(b) Dwyka Diamonds Holdings

Under the Acquisition Agreement, a warranty has been given by Dwyka Diamonds Holdings that
none of the Old Order Rights held by Supermix, Basfour and Kophia are Unused Old Order Rights.

Supermix

Nooitgedacht

Supermix is the holder of a Mining License, No ML 03/2002 dated 31 May 2002, that was, prior to the
proclamation of the MPRDA, valid until 20 June 2011, authorising Supermix to mine for diamonds
on the Remaining Extent as well as Portions 1, 2, 3, 4, 5, 6 of the Farm Nooitgedacht. Supermix has
until 30 April 2009 to lodge an application to convert such Old Order Right to a 2new order right°in
terms of the MPRDA. There is no certainty that the new order mining right will be granted.

De Hoop

Supermix has apparently lodged an application for the conversion of Old Order Mining Rights,
Mining Permit MP165/2002 in relation to the Remaining Extent and Portions 5, 7, 8, 9, 10, 11 of
De Hoop, the Farm Pax No. 195, the Farm No. 196, the Farm No. 193 and Mining
Licences ML08/2002 and ML06/2002 both relating to Portion 5. The DME has sent a letter confirming
receipt of a conversion application. Acceptance of a conversion application by the DME offers no
certainty that new order mining rights will be granted.

Basfour

Machorogan, Kalkfontein and Bosele

No new order rights have been granted in respect of the Farms Machorogan 106 and Kalkfontein

No. 107. Applications for conversion have apparently been made but have not yet been granted.
Basfour has to address certain BEE and financial issues raised by the DME. There is no certainty that
conversion to new order rights will be granted. In respect of Farms No. 84 and No. 86, collectively,

aBosele®, a conversion application has resulted in a new order prospecting right, 141/2007 PRC, valid
until 13 December 2008, being granted.

Kophia

New Elands

Kophia is the holder of a Mining Licence, No 11/2002 dated 29 July 2002, that was, prior to the
proclamation of the MPRDA, valid until 28 July 2027, authorising Kophia to mine for diamonds on
the Farm New Elands. Kophia has until 30 April 2009 to lodge an application to convert such Old
Order Right to a new order mining right in terms of the MPRDA. A conversion application is
apparently in the process of being prepared. There is no certainty that an Old Order Right will be
converted to a new order right.
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Blaauwbosch

Kophia is the holder of a Mining Licence, No 12/2002 dated 29 July 2002, that was, prior to the
proclamation of the MPRDA, valid until 28 July 2027, authorising Kophia to mine for diamonds on
the Farm Catherine's Fancy 831. Kophia has until 30 April 2009 to lodge an application to convert such
Old Order Right to a new order mining right in terms of the MPRDA. A conversion application is
apparently in the process of being prepared. There is no certainty that an Old Order Right will be
converted to a new order right.

Newlands

Kophia is the holder of a Mining Licence, No 1/2001 dated 9 January 2001, that was, prior to the
proclamation of the MPRDA, valid until the mineral can no longer be economically mined,
authorising Kophia to mine for diamonds on Portion 1 of Farm 172. Kophia has until 30 April 2009
to lodge an application to convert such Old Order Right to a new order mining right in terms of the
MPRDA. A conversion application is apparently in the process of being prepared. There is no certainty
that an Old Order Right will be converted to a new order right.

Environmental Responsibility and Rehabilitation

Under the Acquisition Agreement, Dwyka Diamond Holdings has warranted that its liabilities
(including the liabilities of the DDH Group) in respect of any environmental and rehabilitation
liabilities and obligations including without limitation for clean up, remediation or any corrective
action (whether such liabilities and obligations arise statutorily, contractually or howsoever otherwise)
do not exceed £205,000.

Applicants for a prospecting right are required to submit an Environmental Management Programme
(BEMP°). Prospecting rights only become effectiveinter alia, after approval thereof by the DME.
Applicants for a mining right are required to conduct an environmental impact assessment and submit
an environmental management programme. Mining rights will only become effectivater alia, after
the environmental management programme has been approved by the DME.

The holder of a prospecting right or a mining right remains responsible for any environmental liability,
pollution or ecological degradation and the management thereof, until the Minister has issued a
closure certificate to the holder concerned. Requirements for making financial provision for the
remediation of environmental damage as well as for the issuing of a closure certificate are set out in the
MPRDA and include the requirement that financial provision must be in place before the approval of
the environmental management programme is issued.

Occupational Health and Safety Regulation of the Mining Industry

Occupational health and the safety of all employees in the mining industry is governed by the Mine
Health and Safety Act of 1996 (MHS Act?®). The MHS Act sets out the steps that employers must
take to identify, assess, record and control health and safety hazards in the mine. The MPRDA
entrenches basic worker rights, notably the right of workers to participate in health and safety issues,
the right to receive health and safety information, the right to training and the right to withdraw from
the workplace in the face of danger.

South Africa Employment Legislation

Since 1994, the South African government has implemented strategies to eliminate labour inequalities
of the past and to improve general working conditions. New legislation aims to create an enabling
environment for the attainment of economic growth, social development and increased efficiency,
productivity and employment.

The main pieces of legislation are the Labour Relations Act 66 of 1995LRA °), Basic Conditions of
Employment Act 75 of 1997 (BCEAZ?), Employment Equity Act 55 of 1998 (2EEA°), Compensation
for Occupational Injuries and Diseases Act 130 of 1993 GOIDA°) and the Skills Development
Act 97 of 1998 (3SDAV).
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The purpose of the LRA is to advance economic development, social justice, labour peace and the
democratisation of the workplace. The LRA provides for the organisational rights for trade unions,
entrenches the Constitutional right to strike, simplifies dispute resolution procedures, promotes
collective bargaining and codifies dismissal procedures. Simple procedures are provided for the
resolution of most labour disputes, including unfair dismissal and unfair labour practices, which can
be resolved through statutory conciliation and arbitration, or through accredited independent
alternative dispute resolution services. The Labour Court and the Labour Appeal Court are tasked
with the adjudication and determination of labour disputes of a more serious nature.

The BCEA prescribes minimum standards of employment. It also sets the maximum ordinary working
hours per week and determines payment for overtime work. Annual leave, family responsibility leave
and maternity leave provisions are also prescribed.

The EEA was promulgated to achieve equality in the workplace by promoting equal opportunity and
fair treatment in employment through the elimination of unfair discrimination. A further purpose of
the EEA is to implement affirmative action measures to correct the imbalances of the past with respect
to access to employment, training, promotion and equitable remuneration especially for black people,
women and the disabled. All employers who employ 50 or more workers are obliged to develop specific
affirmative action plans that will be monitored by the government.

The COIDA provides for compensation for injury, disease or death arising in the work environment.
Compensation is paid out of public funds and no action lies against the employer that contributes to
those funds.

The MHS and the Occupational Health and Safety Act 85 of 1993 place duties on employers to ensure
a safe working environment as far as is reasonably practicable for workers. Failure to comply with the
provisions of these Acts is a criminal offence.

A need has been identified to develop the skills of South Africa’s workforce. The SDA was introduced
to achieve this purpose. Employers are required to pay an amount equal to a certain percentage of the
value of their payrolls to the government. These funds are then applied by either the government or
industry-based educational and training authorities to train workers.

Exchange Control

South Africa's exchange control regulations restrict the free flow of capital into and out of the South
African Common Monetary Area. South African Exchange Control regulations (Exchange Contrdl),
which are administered by the Exchange Control Department of the South African Reserve Bank
(®SARBY®), are applied throughout the South African Common Monetary Area, and regulate
transactions involving South African residents, including natural persons and legal entities.

South African Government officials have from time to time stated their intentions to lift South Africa's
Exchange Control regulations when economic conditions permit such action. In his budget speech in
March 1997, the South African Minister of Finance announced that restrictions relating to offshore
investments by South African companies and individuals subject to South African Exchange Control
would, to a limited extent, be lifted. Since then, the South African Government has incrementally
relaxed aspects of Exchange Control for financial institutions and individuals. However, it is impossible
to predict with any certainty when the South African Government will remove Exchange Control in its
entirety.

Loans by non residents to South African residents require prior exchange control approval, which is
usually obtained by the local lender's authorised dealer (usually a retail bank) to whom the SARB has
delegated this function, subject to the terms of the loan not falling outside the scope of the then
applicable SARB policy. Similarly loans by a South African resident to a non-resident require exchange
control approval, which must be obtained from the SARB.

Where 75 per cent. or more of the voting stock, capital or earnings of a South African Company is
held or controlled, directly or indirectly, by a non resident, the ability of that South African company

(2Affected Compan§) to obtain financial assistance in the domestic market is subject to certain
restrictions. The primary purpose of these restrictions is to ensure adequate capitalisation of foreign
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investments. An Affected Company can only borrow money from a South African lender in an amount
of up to three times the capital held by the non resident shareholders. Capital includes paid up equity
capital, preference shares, undistributed earned profits and shareholders' loans from abroad.

Dividends, profits and income distributions are all, as a general rule, freely distributable to non resident
shareholders in proportion to their percentage ownership. Distributions must however not cause the
Affected Company to be placed in an over-borrowed position which exceeds the three to one ratio
referred to above.

There are no restrictions on interest payments on loans granted by foreign shareholders, provided that
the required exchange control approval has been obtained for the loan facility. Thin capitalisation rules
introduced in terms of the Income Tax Act 58 of 1962 allow the Commissioner for the South African
Revenue Service to disallow excessive interest charge deductions.
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PART 4

FINANCIAL INFORMATION ON DWYKA DIAMONDS HOLDINGS
(Note figures are in Australian dollars)

Set out in Section B to this Part 4 is the consolidated historical financial information of DDH for the
period from incorporation on 7 June 2005 to 31 December 2006.

The DDH historical financial information has been prepared by management on the basis of the
Company's accounting policies under International Financial Reporting Standards as adopted by the
European Union (BIFRS as adopted by the EU°) solely for the purposes of this document. DDH has
not previously prepared consolidated financial statements.

Set out in Appendix 4 of this document are the financial information for Dwyka Resources Limited,
the ultimate holding company of DDH, for the years ended 30 June 2004, 2005 and 2006 and the
six month period ended 31 December 2006. Dwyka Resources Limited changed its name from Dwyka
Diamonds Limited in March 2007.
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A. ACCOUNTANT'S REPORT ON THE HISTORICAL FINANCIAL INFORMATION
OF DWYKA DIAMONDS HOLDINGS

PRICEWATERHOUSE(QOPERS

PricewaterhouseCoopers
Securities Ltd

ACN 003 311 617

ABN 54 003 311 617

The Directors and Proposed Directors Holder of Australian Financial
KimCor Diamonds PLC Services Licence No 244572
18 Upper Brook Street Q1

250 St Georges Terrace
London’ UK PERTH WA 6000
WI1K 7PU GPO Box D198

PERTH WA 6840

.. DX 77 Perth

Strand Partners Limited Australia

WWW.pwc.com/au
26 Mount Row Telephone +61 8 9238 3000
London, UK Facsimile +61 8 9238 3999
WI1K 3SQ

20 August 2007
Dear Directors

KimCor Diamonds PLC

We report on the financial information of Dwyka Diamonds Holdings Limited (3DDH°) and its
subsidiaries (together the 2DDH Group®) set out in Part 4 of this document. This financial
information has been prepared for inclusion in the admission document dated 21 August 2007 (the
8Admission Document®) of KimCor Diamonds PLC (the @Company®) on the basis of the accounting
policies set out in note 1 to the financial information. This report is required by Schedule Two of the
AIM Rules for Companies published by the London Stock Exchange plc (the 2AIM Rules®) and is
given for the purpose of complying with that Schedule and for no other purpose.

Responsibilities
The Directors of KimCor Diamonds PLC are responsible for preparing the financial information in

accordance with the basis of preparation set out in note 1 to the financial information and in
accordance with International Financial Reporting Standards as adopted by the European Union.

It is our responsibility to form an opinion as to whether the financial information gives a true and fair
view of the state of affairs of the DDH Group as at the dates stated and of its losses, cash flows and
changes in equity for the periods then ended, for the purposes of the Admission Document, and to
report our opinion to you.

Save for any responsibility which we may have to those persons to whom this report is expressly
addressed and for any responsibility arising under paragraph (a) of Schedule Two to the AIM Rules to
any person as and to the extent there provided, tti¢ fullest extent permitted by law we do not assume
any responsibility and will not accept any liability to any other person for any loss suffered by any such
person as a result of, arising out of, or in accordance with this report or our statement, required by and
given solely for the purposes of complying with item 23.1 of Annex Ito the AIM Rules, consenting to
its inclusion in the Admission Document.

Basis of opinion

We conducted our work in accordance with the Standards for Investment Reporting issued by the
Auditing Practices Board in the United Kingdom. Our work included an assessment of evidence
relevant to the amounts and disclosures in the financial information. It also included an assessment of
significant estimates and judgments made by those responsible for the preparation of the financial
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information and whether the accounting policies are appropriate to the circumstances of the DDH
Group, consistently applied and adequately disclosed.

We planned and performed our work so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the financial information is free from material misstatement whether caused by fraud or other
irregularity or error.

Opinion

In our opinion, the financial information gives, for the purposes of the Admission Document dated 21
August 2007, a true and fair view of the state of affairs of the DDH Group as at the dates stated and
of its losses, cash flows and changes in equity for the periods then ended in accordance with the basis
of preparation set out in note 1 and in accordance with International Financial Reporting Standards

as adopted by the European Union.

Declaration

For the purposes of paragraph (a) of Schedule Two of the AIM Rules, we are responsible for this report
as part of the Admission Document and declare that we have taken all reasonable care to ensure that
the information contained in this report is, to the best of our knowledge, in accordance with the facts
and contains no omission likely to affect its import. This declaration is included in the Admission
Document in compliance with Schedule Two of the AIM Rules.

Yours faithfully

#
7

/{ JL A K//ﬁu'*" (3“ ;

Roger Port
Authorised Representative
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B. HISTORICAL FINANCIAL INFORMATION OF DWYKA DIAMONDS HOLDINGS

FROM INCORPORATION TO 31 DECEMBER 2006
DWYKA DIAMONDS HOLDINGS LIMITED

INCOME STATEMENTS

Notes
Revenue 5
Cost of sales 6
Gross profit
Other revenue 5
Administration
Impairment of assets 6
Impairment of exploration, evaluation and mining properties 6
Impairment of goodwill 6
Finance costs
Net Loss before income tax expense
Income tax benefit 7
Net Loss after income tax expense
Net profit attributable to minority interest
Net Loss attributable to members of Dwyka Diamonds
Holdings Limited 23(b)

Consolidated

Six months Year
ended ended
31 December 30 June
2006 2006
$'000 $'000
3,406 7,402
§,4'273) (5,093)
++++++++++F +++++++++F+
(867) 2,309
155 632
(1,569) (2,701)
(3,434) 3
(6,513) +
(1,208) (7,138)
(175) 2
e e e e e e e e e e e e e e e e e
(13,611) (6,923)
1,601
e e e e e e e e o e e e e e e e
(12,010) (6,783)
+ 67
e e e e e e e e ++t+++t++++++
.,.(12,010 .., 16,850
T e e e o}

The above income statements should be read in conjunction with the accompanying notes.

47



BALANCE SHEETS

Notes
ASSETS
Current assets
Cash and cash equivalents 8
Trade and other receivables 9
Inventories 10
Total current assets
Non-current assets
Receivables 11
Property, plant and equipment 12
Exploration, evaluation and mining properties 13
Other 14
Total non-current assets
Total assets
LIABILITIES
Current liabilities
Trade and other payables 16
Provisions 17
Borrowings 18
Total current liabilities
Non-current liabilities
Provisions 19
Borrowings + external 20
Borrowings + ultimate parent entity 20
Deferred tax liability 21
Total non-current liabilities
Total liabilities
Net liabilities
EQUITY
Contributed equity 22
Reserves 23
Accumulated losses 23
Parent entity interest
Minority interest 24

Total deficiency

The above balance sheets should be read in conjunction with the accompanying notes.
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Consolidated

tttttttttE

31 December 30 June
2006 2006
$'000 $'000
524 170
798 907
324 484
+++++++++++ +++++++++++
1,646 1,561
+++++++++++ +++++++++++
57 4,536
6,467 3,402
2,294 8,709
311 308
9,129 16,955
e e e e e e e e o e e e e e e e
10,775 18,516
e e e e e e e e o e e e e e e
1,250 1,364
232 244
205
e e e e e e e e e ++t+++++++++
1,687 1,684
e e e e o o e e e o e e e e o e e e
206 205
4,429 428
24,132 20,925
+ 1,601
+++++++++++ +++++++++++
28,767 23,159
+++++++++++ +++++++++++
30,454 24,843
e e e e e e e e o e e e e e e
(19,679) (6,327)
tttt+++++tt tttttt+++E:
+ +
(1,424) (131)
18,255 6,245
++++++++++ +++t+++4++4+
(19,679) (6,376)
+++++++++i-;-+ +++++++++++
(19,679) (6,327)

tittttttttt




STATEMENTS OF CHANGES IN EQUITY

Consolidated

Six months Year
ended ended
31 December 30 June
Notes 2006 2006
$'000 $'000
Total equity at the beginning of the financial period ++++(&§+%Zl +++++§?+Z++
Exchange differences on translation of foreign operations (718) (123)
+++++++++++ +++++++++++
Net income recognised directly in equity e J£+7+1+§)+ ++++£}§§++
Loss for the period (12,010) (6,783)
Adjustment for prior period losses recouped on
minority interest (49) (18
e e e e e e e o o o e e e e s e
Total recognised income and expense for the period (22,777) (6,924)
e e e e o o e e e o e e e e e e
Transactions with equity holders in their capacity as
equity holders
Cost of increased controlling interest in subsidiary 575) *
+++++++3+++ o e e e e e e e
(575) +
+++++++++++ +++++++++++
Total equity at end of the financial period (19,679) (6,327)
+++t+++4+++T +4+t+++4+43+
Total recognised income and expense for the period
is attributable to:
Members of Dwyka Diamonds Holdings Limited (12,777) (6,973)
Minority interest 24 +
++t+++++t+t+++ ++t+++t++++++
(12,777 (6,924)

The above statements of changes in equity should be read in conjunction with the accompanying notes.
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CASH FLOW STATEMENTS

Cash flow from operating activities
Receipts from customers

Payments to suppliers and employees
Interest received

Other income received

Interest paid

Net cash flow from/(used in) operating activities

Cash flow from investing activities

Payments for exploration, evaluation and mining properties
Payments for acquisition of increased controlling

interest in subsidiary

Payments for property, plant and equipment

Proceeds from sale of property, plant and equipment

Loans to other parties

Payment for acquisition of business unit, net of cash acquired
Rehabilitation security bond

Net cash flow used in investing activities

Cash flow from financing activities
Loans from ultimate parent entity
Proceeds from borrowings
Borrowings repaid

Net cash flow from financing activities

Net increase/(decrease) in cash and cash equivalents held

Notes

30

Cash and cash equivalents at the beginning of the financial period
Effects of exchange rate changes on cash and cash equivalents

Cash and cash equivalents held at the end of the financial period 8

Non-cash financing and investing activities

30

Consolidated

ttttttttttt

Six months Year
ended ended
31 December 30 June
2006 2006
$'000 $'000
3,448 7,005
(4,536) (5,755)
17 97
104 396
+++++-|(-i:!-i-6+§-)-l- ++++++++-2++
(1,130) 1,736
+++++++++++ +++++++++++
(303) (2,496)
(575) +
(913) (1,429)
1 223
(614) (3,220)
124 (1,021)
: )
e e e e e e e e o e e e e e e e
(2,280) (7,951)
e e e e e e e e e e e e e e e e
2,930 3,823
979 +
(137) +
e e e e e e e e +++++++++++
3,772 3,823
++++++tt+++ o e e e e o o e e e
362 (2,392)
170 2,282
280
+++++++++++ +4++++++++++
524 170

tittttttttt

The above cash flow statements should be read in conjunction with the accompanying notes.
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NOTES TO THE HISTORICAL FINANCIAL INFORMATION

1  Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the financial information are set out
below. These policies have been consistently applied to all the periods presented, unless otherwise
stated, and are consistent with the accounting policies of KimCor Diamonds PlIc as to be applied in its
annual financial statements for the period ended 31 March 2007. The financial information includes
separate financial statements for the consolidated entity consisting of Dwyka Diamonds Holdings
Limited and its subsidiaries.

(a) Basis of preparation of financial report

Introduction

The principal activities of Dwyka Diamonds Holdings Limited (the 2Company®) and its
subsidiaries (together the 2Group®) is the exploration for, and production of diamonds and the
production of cement and brick products.

Basis of preparation

This consolidated financial information for the Group for the year ended 30 June 2006 and the
six months ended 31 December 2006 has been prepared for inclusion in the AIM Admission
Document of KimCor Diamonds PLC in accordance with this basis of preparation. The basis of
preparation describes how the financial information has been prepared in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Union except
as described below.

IAS1 2Presentation of Financial Statements® requiresthat, except when a standard or
interpretation permits or requires otherwise, comparative information shall be disclosed in respect
of the previous period for all amounts reported in the financial statements. In addition item 20.6.2
of Annex | to the AIM Rules requires that interim financial information must include
comparative statements for the same period in the prior financial year. For the purposes of this
consolidated financial information prepared for inclusion in the AIM Admission Document of
KimCor Diamonds PLC, the London Stock Exchange has specified that comparative financial
information for the financial year ended 30 June 2005 and for the interim financial period ended
31 December 2005 are not required to be presented. Consequently this basis of preparation for
the consolidated financial information of the Group departs from the requirements of IAS1 and
of item 20.6.2 of Annex | to the AIM Rules.

Historical cost convention
These financial statements have been prepared under the historical cost convention.

Critical accounting estimates

The preparation of financial statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also requires management to exercise its judgment in the process
of applying the Group's accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the financial statements
are disclosed in note 3.

Going Concern

As at 31 December 2006, the Group, has a deficiency of capital and reserves of $19,679,000, and
a working capital deficiency of $41,000. The Group has also experienced substantial operating
losses during the financial period ending on that date. Included in the Group's non-current
liabilities are amounts totaling $24,132,000 owing to the Group's parent entity, Dwyka Resources
Limited (DRL). The directors of DRL have given an undertaking that repayment of these
amounts will be subordinated in favour of all other creditors and DRL has accepted the
responsibility of providing and undertakes to provide sufficient financial assistance to the
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(b)

Company as and when it is needed to enable the Company to continue its operations and fulfill
all of its financial obligations now and in the future. The undertaking is provided while DRL
maintains its ownership of the Company or for a minimum period of 12 months from 20 August
2007 which ever is the shorter.

Should KimCor Diamonds Plc complete the purchase of the Company then DRL will assign the
moneys owed by the Group to KimCor Diamonds Plc. Should this occur KimCor Diamonds Plc
has undertaken that repayment of these amounts will be subordinated in favour of all other
creditors and KimCor Diamonds Plc has accepted the responsibility of providing and will
undertake to provide sufficient financial assistance to the Company as and when it is needed to
enable the Company to continue its operations and fulfill all of its financial obligations now and
in the future up until at least 20 August 2008.

Principles of consolidation

(i) Subsidiaries
The consolidated historical financial information incorporates the results, assets and
liabilities of all subsidiaries of Dwyka Diamonds Holding Limited. Dwyka Diamonds
Holdings Limited and its subsidiaries together are referred to in this financial report as the
Group or the consolidated entity.

Subsidiaries are all those entities (including special purpose entities) over which the Group
has the power to govern the financial and operating policies, generally accompanying a
shareholding of more than one-half of the voting rights. The existence and effect of
potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the
Group. They are de-consolidated from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by
the Group.

Intercompany transactions, balances and unrealised gains on transactions between Group
companies are eliminated. Unrealised losses are also eliminated unless the transaction
provides evidence of the impairment of the asset transferred. Accounting policies of
subsidiaries have been changed where necessary to ensure consistency with the policies
adopted by the Group.

Minority interests in the results and equity of subsidiaries are shown separately in the
consolidated income statement and balance sheet respectively.

(i) Associates

Associates are all entities over which the Group has significant influence but not control,
generally accompanying a shareholding of between 20 per cent. and 50 per cent. of the
voting rights. Investments in associates are accounted for using the equity method of
accounting, after initially being recognised at cost.

The Group's share of its associates' post-acquisition profits or losses is recognised in the

income statement, and its share of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are adjusted against the carrying
amount of the investment. Dividends receivable from associates reduce the carrying amount

of the investment.

When the Group's share of losses in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the Group does not recognise further
losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associates are eliminated to the
extent of the Group's interest in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred.
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(c)

(d)

(e)

Segment reporting

A business segment is a group of assets and operations engaged in providing products or services
that are subject to risks and returns that are different to those of other business segments. A
geographical segment is engaged in providing products or services within a particular economic
environment and is subject to risks and returns that are different from those of segments operating
in other economic environments.

Foreign currency translation

() Functional and presentation currency

Items included in the financial statements of each of the Group's entities are measured
using the currency of the primary economic environment in which the entity operates
(‘the functional currency'). The consolidated finan@al statements are presented in

Australian dollars.

(i) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange
rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognised in the
income statement.

(i) Group companies
The results and financial position of all the Group entities (none of which has the currency
of a hyperinflationary economy) that have a functional currency different from the
presentation currency are translated into the presentation currency as follows:

| assets and liabilities for each balance sheet presented are translated at the closing rate
at the date of that balance sheet;

income and expenses for each income statement are translated at average exchange rates
(unless this is not a reasonable approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case income and expenses are translated at
the dates of the transactions); and

| all resulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the translation of any net investment in
foreign entities, and of borrowings and other currency instruments designated as hedges of such
investments, are taken to shareholders' equity. When a foreign operation is sold or any borrowings
forming part of the net investment are repaid, a proportionate share of such exchange differences
are recognised in the income statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and translated at the closing rate.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, while interest
revenue is measured on an effective interest rate basis. Amounts disclosed as revenue are net of
returns and trade allowances. Revenue is recognised for the major business activities when the
following specific recognition criteria are met:

Sales
Risks and rewards of the goods has passed to the buyer, which occurs on delivery.

Interest income
Time proportionate basis using the effective interest rate method.
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(f)

(9)

(h)

Income tax

The income tax expense or revenue for the period is the tax payable on the current period's taxable
income based on the national income tax rate for each jurisdiction adjusted by changes in deferred

tax assets and liabilities attributable to temporary differences between the tax bases of assets and
liabilities and their carrying amounts in the financial statements and to unused tax losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates
expected to apply when the assets are recovered or liabilities are settled, based on those tax rates
which are enacted or substantively enacted for each jurisdiction. The relevant tax rates are applied
to the cumulative amounts of deductible and taxable temporary differences to measure the
deferred tax asset or liability. An exception is made for certain temporary differences arising from
the initial recognition of an asset or a liability. No deferred tax asset or liability is recognised in
relation to these temporary differences if they arose in a transaction, other than a business
combination, that at the time of the transaction did not affect either accounting profit or taxable
profit or loss

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only
if it is probable that future taxable amounts will be available to utilise those temporary differences
and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between the
carrying amount and tax bases of investments in controlled entities where the parent entity is able
to control the timing of the reversal of the temporary differences and it is probable that the
differences will not reverse in the foreseeable future.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets and liabilities and when the deferred tax balances relate to the same taxation
authority. Current tax assets and tax liabilities are offset where the entity has a legally enforceable
right to offset and intends either to settle on a net basis, or to realise the asset and settle the
liability simultaneously.

Current and deferred tax balances attributable to amounts recognised directly in equity are also
recognised directly in equity.

Business combinations

The purchase method of accounting is used to account for all business combinations, including
business combinations involving entities or businesses under common control, regardless of
whether equity instruments or other assets are acquired. Cost is measured as the fair value of the
assets given, shares issued or liabilities incurred or assumed at the date of exchange plus costs
directly attributable to the acquisition. Where equity instruments are issued in an acquisition, the
fair value of the instruments is their published market price as at the date of exchange.
Transaction costs arising on the issue of equity instruments are recognised directly in equity.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the
extent of any minority interest. The excess of the cost of acquisition over the fair value of the
Group's share of the identifiable net assets acquired is recorded as goodwill. If the cost of
acquisition is less than the Group's share of the fair value of the identifiable net assets of the
subsidiary acquired, the difference is recognised directly in the income statement, but only after a
reassessment of the identification and measurement of the net assets acquired.

Where settlement of any part of cash consideration is deferred, the amounts payable in the future
are discounted to their present value as at the date of exchange.

Leases

Leases of property plant and equipment where the Group, as leasee, has substantially all the risks
and regards of ownership are classified as finance leases. Finance leases are capitalized at the
lease's inception at fair value of the leased property or, if lower, the net present value of the
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(i)

(),

(k)

()

(m)

minimum lease payments. The corresponding rental obligations, net of finance charges, are
included in other short term and long term payables. Each lease payment is allocated between the
liability and finance cost. The finance cost is charged to the income statement over the lease period
so as to produce a constant periodic rate of interest on the remaining balance of the liability for
each period. The property, plant and equipment acquired under finance leases is depreciated over
the shorter of the asset's useful life and the lease term.

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to the income statement on a straight-line basis
over the period of the lease.

Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually
for impairment. Assets that are subject to amortisation are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset's fair value less costs to sell
and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash generating units).

Cash and cash equivalents

For cash flow statement presentation purposes, cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other short-term, highly liquid investments with
original maturities of three months or less that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes in value, and bank overdrafts.

Trade receivables

Trade receivables are recognised initially at fair value and subsequently measured at amortised
cost, less provision for doubtful debts. Trade receivables are due for settlement no more than
30 days from the date of recognition.

Collectibility of trade receivables is reviewed on an ongoing basis. Debts which are known to be
uncollectible are written off. A provision for doubtful receivables is established when there is
objective evidence that the Group will not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision is the difference between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the effective
interest rate. The amount of the provision is recognised in the income statement.

Inventories

Inventories, which include rough diamonds, finished goods and raw materials, are stated at the
lower of cost and estimated net realisable value. Cost is determined on a first-in, first-out basis
and comprises direct labour and direct materials. Net realisable value is the estimated selling price
in the ordinary course of business, less the cost of completion and selling expenses.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's cangiamount or recognised as a separate asset, as
appropriate, only when it is probable that future eonomic benefits associated with the item will flow
to the Group and the cost of the item can be measudeeliably. All other repairs and maintenance
are charged to the income statement during the finaial period in which they are incurred.
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(n)

Land is shown at cost and is not depreciated. Depreciation on other assets is calculated using the
straight line method to allocate their cost, net of their residual values, over their estimated useful
lives, as follows:

* Buildings 10-20 years
+ Machinery 5-12 years
* Vehicles 3-5 years

* Furniture, fittings and equipment 3-8 years

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated recoverable amount (note 1(i)).

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement.

Exploration and evaluation expenditure

Exploration and evaluation costs include expenditure incurred in connection with the exploration
for and the evaluation of economically recoverable diamond resources. These costs include costs
of acquisition, exploration and appraisal costs and technical overheads directly associated with
those projects.

The company's policy with respect to exploration and evaluation expenditure is to use the 2area
of interest® method. Under this method, exploration and evaluation costs are carried forward on
the following basis:

(i) Each area of interest is considered separately when deciding whether and to what extent to
carry forward or write off exploration and evaluation costs;

(i) Exploration and evaluation costs related to an area of interest may be carried forward
provided that rights to tenure of the area of interest are current and provided further that
one of the following conditions are met:

| such costs are expected to be recouped through sessful development and
exploitation of the area of interest or alternatively, by its sale; or

exploration and/or evaluation activities in the area of interest have not yet reached a
stage which permits a reasonable assessment of thesi&nce or otherwise of
economically recoverable reserves and active and significant operations in relation to
the area are continuing.

(i) The carrying values of exploration and evaluation costs are reviewed by directors where
results of exploration and/or evaluation of an area of interest are sufficiently advanced to
permit a reasonable estimate of the costs expected to be recouped through successful
development and exploitation of the area of interest or by its sale. Expenditure in excess of
this estimate is written off to the income statement in the year in which the review occurs;

(iv) When development of an area of interest is complete and production commences, all
exploration, evaluation and development costs carried forward as an asset (including the cost
of extractive rights acquired) are transferred to mining properties. Development costs related
to an area of interest are carried forward as an asset to the extent that they are expected to
be recovered either through sale or successful exploitation; and

(v) The carrying values of exploration, evaluation and development expenditure are carried
forward and amortised over the expected useful life of each project.
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Mining properties
Mine properties represent the acquisition costs and/or accumulation of exploration, evaluation
and development costs in respect of areas of interest in which mining has commenced.

When further development expenditure is incurred in respect of a mine property after the
commencement of production, such expenditure is carried forward as part of the mine property
only when substantial future economic benefits arghereby established, otherwise such
expenditure is classified as part of the cost of production.

Amortisation is provided on a unit-of-production basis so as to write off the cost in proportion
to the depletion of the proved and probable mineral resources.

Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end
of financial year which are unpaid. The amounts are unsecured and are usually paid within
30 days of recognition.

Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in the income statement over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the balance sheet date.

Borrowing costs

Borrowing costs incurred for the construction of any qualifying asset are capitalised during the
period of time that is required to complete and prepare the asset for its intended use or sale. Other
borrowing costs are expensed.

Provisions

Provisions are recognised when the consolidated entity has a legal, equitable or constructive
obligation to make a future sacrifice of economic benefits to other entities as a result of past

transactions or other past events, it is probable that a future sacrifice of economic benefits will be

required and a reliable estimate can be made of the amount of the obligation.

Rehabilitation and restoration costs

The Group has obligations for site restoration related to its mining properties. The Group
establishes restoration provisions for future mine closure costs when a legal or constructive
obligation exists based on the present value of the future cash flows required to satisfy the
obligations. Provisions expected to be utilised in the coming 12 months on areas with lives of less
than one year are accounted for in the income statement of the Group. Provisions not expected
to be utilized in the coming 12 months are added to the capital cost of the related mining assets
in mine properties and amortised over the resource life. The provision is accreted to its future
value over the resource life through a charge to borrowing costs.

Changes in the estimated cost of rehabilitation is applied on a prospective basis with an
adjustment to capital cost.

Employee benefits

(i) Wages and salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits and annual leave expected
to be settled within 12 months of the reporting date are recognised in other payables in
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respect of employees' services up to the reporting date and are measured at the amounts
expected to be paid when the liabilities are settled.

(u) Rounding of amounts

(v)

2

These consolidated financial information has been 2rounded off" to the nearest thousand dollars,
or in certain cases, the nearest dollar.

New Accounting Standards and interpretations

Certain new accounting standards and interpretatiogthave been published but are not applicable or
not mandatory for the periods shown in this finanal information. The Groups has assessed that none
of the standards or interpretations listed below imact on Group operations or the Group accounts

IAS 21 (Amendment), Not investment in foreign operation;

IAS 39 (Amendment), Cash flow hedge accounting of forecast intra-group transactions;
IAS 39 (Amendment), The fair value option;

IAS 39 and IFRS 4 (Amendment), Financial guarantee contracts;

IFRS 1 (Amendments), First-time Adoption of International Financial Reporting Standards;
IFRIC 4, Determining whether an arrangement contains a lease;

IFRIC 6, Liabilities arising from participating in a specific market + Waste electrical and
electronic equipment; and

IFRIC 7, Applying the restatement approach under IAS29, Financial reporting in hyperinflationary
economics (effective from 1 March 2006).

IFRIC 8, Scope of IFRS 2 (effective from annual periods beginning on or after 1 May 2006).
IFRIC 8 requires consideration of transactions involving the insurance of equity instruments +
where the identifiable consideration received is less than the fair value of the equity instruments
issued + to establish whether or not they fall within the scope of IFRS 2. IFRIC 8 is not expected
to have any impact on the Group's accounts;

IFRIC 9, Reassessment of embedded derivatives (effective of annual reports beginning on or after
1 June 2006). IFRIC 9 requires an entity to assess whether an embedded derivative is required to
be separated from the host contract and accounted for as a derivative when the entity first
becomes a party to the contract. IFRIC 9 is not expected to have any impact on the Group's
accounts; and

IFRIC 10, Interim Financial Reporting and Impairment (effective for annual periods beginning

on or after 1 November 2006). IFRIC 10 prohibits the impairment losses recognized in an interim
period on goodwill and investments in equity instruments and in financial assets carried at cost to
be reversed at a subsequent balance sheet date. IFRIC 10 is not expected to have any impact on
the group's accounts.

Financial risk management and financial instruments

The Group's activities expose it predominantly to foreign exchange risk, interest rate risk and credit
risk. The Group's overall risk management program focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the financial performance of the Group.

Risk management is carried out by the Board of Directors of the ultimate parent entity.

(a) Credit risk exposures

The credit risk on financial assets of the Group which have been recognised on the balance sheet
is generally the carrying amount, net of any provision for doubtful debts.

The Group minimises concentrations of credit risk in relation to trade receivables by undertaking
transactions with a large number of customers.
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(b) Foreign exchange risk

Foreign exchange risk arises when future commercial transactions and recognised assets and
liabilities are denominated in a currency that is not the entity's functional currency. The Group
operates internationally and is exposed to foreign exchange risk arising from currency exposures
to South African rand and the US dollar.

(c) Interest rate risk

The Group is exposed to fluctuations in interest rates. Interest rate risk is managed by maintaining
a mix of floating rate deposits.

3  Critical accounting estimates and judgements

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that may have a financial impact on the entity and that
are believed to be reasonable under the circumstances.

(a) Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the relad actual results. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.

(i) Income taxes

The Group is subject to income taxes in Mauritius and jurisdictions where it has foreign
operations. Significant judgment is required in determining the worldwide provision for
income taxes. There are many transactions and calculations undertaken during the ordinary
course of business for which the ultimate tax determination is uncertain. The Group
recognises liabilities for anticipated tax audit issues based on estimates of whether additional
taxes will be due. Where the final tax outcome of these matters is different from the amounts
that were initially recorded, such differences will impact the current and deferred tax
provisions in the period in which such determination is made.

(i) Exploration, evaluation and mining properties

The Group's main activity is exploration and evaluation for, and mining of diamonds. The
nature of mining and exploration activities are such that it requires interpretation of
complex and difficult geological models in order to make an assessment of the size, shape,
depth and quality of resources and their anticipated recoveries. The economic, geological
and technical factors used to estimate mining viability may change from period to period. In
addition exploration activities by their nature are inherently uncertain. Changes in all these
factors can impact exploration and mining asset carrying values, provisions for rehabilitation
and the recognition of deferred tax assets.

(i) Rehabilitation obligations
The Group estimates the future removal costs of mine operations disturbances at the time of
installation of the assets and commencement of operations. In most instances, removal of
assets occurs some years into the future. This requires judgmental assumptions regarding
removal date, the extent of reclamation activities required, the engineering methodology for
estimating cost, future removal technologies in determining the removal cost and asset
specific discount rates to determine the present value of these cash flows.
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5 Revenue

Revenue
Sale of goods

Other revenue
Interest received
Other income

6  Expenses

Loss before income tax expense includes

the following specific expenses:

Cost of sales includes the following expenses:
Depreciation of plant and equipment
Rehabilitation expenses

Other charges against assets:

Impairment of assets

Impairment of goodwill

Impairment of exploration expenditure and mineral properties

Administration includes the following:

Bad and doubtful debts expense

Consulting expenses

Depreciation of buildings, plant and equipment
Employee benefits expense

Legal fees

Loss on sale of property, plant and equipment
Rental expenses related to operating leases

Finance costs includes the following:
Interest paid or payable
Unwinding of discount on provisions

60

Consolidated

Six months Year
ended ended
31 December 30 June
2006 2006
$000 $000
3,406 7,402
e e e e e e e e o e e e e e e e e
17 97
138 535
e e e e e e e e o e e e o e e e
155 632
++++++tt+++ o e e e e e e e
3,561 8,034
ttttt+++++t titttt++++
454 408
+ 130
e e e o o e e e o e e e e e e
3,434 3
1,208 7,138
6,513 +
+++++++++++ o e e e e e e e e
103 105
101 232
153 31
522 1,739
7 33
+ 6
23
+++++++++++ +++++++++++
163 6
12

e

e




b)

Income tax

Income tax expense

Current income tax

Current income tax charge

Deferred income tax

Increase/(decrease) in deferred tax asset (Note 15)
Decrease in deferred tax liability (Note 21)

Income tax benefit reported in income statement

Unrecognised deferred tax balances

Unused tax losses for which no deferred tax asset
has been recognised

Potential tax benefit at 29%

Reconciliation of income tax benefit to prima
facie tax credit

Loss from ordinary activities before income
tax expense

Income tax benefit @ 29%

Tax effect on amounts which are not deductible
Tax effect of amounts which are not deductible
(taxable) in calculating taxable income

Tax losses and timing differences not recognised

Income tax benefit
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Consolidated

Six months Year
ended ended
31 December 30 June
2006 2006
$000 $000
+ +
(140) 140
1,741 +
e e e e e e e o e e e e e e e
1,601 140
ttttt++Ettt ttxtttt+++t
8,529 5,462
e e e e e e e +++++t++++++
2,473 1,584
""""" T R oS
13,611 6,783
+++++++++++ +++++++++++
3,947 1,967
(651) (84)
1,695) (1,743)
+++++++++++ +++++++++++
1,601 140

tittttttttt

tittttttttt




8  Current assets + Cash and cash equivalents

Consolidated

31 December 30 June
2006 2006
$000 $000
Cash at bank and on hand 524 170

ttttttttttt

ittt ttttE

Interest earned from cash at bank and on hand rangdrom 0 per cent. to 2.25 per cent. (2006: O per cent

+ 2.25 per cent.).

9 Current assets + Trade and other receivables

Trade debtors 947 928
Less provision for doubtful receivables (192) (130)
o e o e e e e o o o e e
755 798
VAT refund 43 40
Loans to other parties +
e e e o e e e e o e e e e e e
798 907

ttttttttttt tttttttttE

Trade debtors are denominated and receivable in Stbu African Rand (ZAR) and are non
interest bearing.

Other debtors generally arise from transactions outside the usual operating activities of the Group and
are non-interest bearing. Loans to other parties are interest free, unsecured and at call. VAT refunds
are non-interest bearing.

The Group has recognised a loss of $103,000 (June 2006 +$104,000) in respect of bad and doubtful
trade receivables during the period ended 31 December 2006. The loss has been included in
“administration expenses'in the income statement.

10 Current assets * Inventories
At the lower of cost or net realisable value:

Raw materials, at cost 78 130
Finished goods, at cost 140 117
Rough diamonds, at net realisable value 106 237
e e e e e e e e o e e e e e e e
324 484
ttttt++tEtt tttttt++++
11 Non-current assets + Receivables
Non-current
Loan to other parties 57 +
Loan to associate + 4 536
+++++++++++ +++++++++++
57 4,536

ttttttdtttt

tttttdttttE

The loan to an associate company * Superkolong Pty Ltd = was advanced for construction of a
diamond tailings re-treatment plant which was at the early commissioning stage as at June 2006.
During the six months ended 31 December 2006 the Group increased its equity in this company to
70 per cent. The assets and liabilities of Superkolong Pty Ltd form part of the consolidated financial
information as at 31 December 2006.

Loans to related and other parties are carried at their net recoverable amount, unsecured and are
non-interest bearing.
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12 Non-current assets + Property, plant and equipment

Period ended 30 June 2006
Opening net book amount
Additions

Acquisition of subsidiaries
Depreciation charge
Disposals

Exchange differences

Closing net book

At 30 June 2006
Cost
Accumulated depreciation

Net book amount

Period ended 31 December 2006
Opening net book amount
Additions

Acquisition of subsidiaries
Disposals

Exchange differences
Depreciation charge

Impairment charges

Closing net book

At 31 December 2006
Cost
Accumulated depreciation

Net book amount

Consolidated

Freehold
land & Plant & Leased
buildings equipment assets Total
$000 $000 $000 $000
+ + + +
4 960 465 1,429
148 2,258 + 2,406
(12) (427) + (439)
+ (229) + (229)
+++++++++$+ e e e e e e e e +++++++Ei++ e e e e e e e
137 2,800 465 3,402
e e e o o e e e e e o o e e e e . e o o e e e e e e e e o e e e
149 3,227 465 3,841
(12 (427) +
e e e e e e e e e e e e e e e g e e e e e e e e e e e
137 2,800 465 3,402
e e e e e s e e e +++++++++++ ++++t+++t++++ ++t++++++t+++
137 2,800 465 3,402
+ 295 618 913
* 6,653 * 6,653
+ ) + 2)
(14) (451) (23) (488)
(7 (525) (45) (577)
+ 3,434 + (3,434)
e e e e e e +++d+++4++4+ e e s e e e e e e e e e
116 5,336 1,015 6,467
e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e
135 6,288 1,060 7,483
(29 (952) (45) (1,016)
e e e . . e e e +++++t+++++ . e e s e s e e e ++t+++++++++
116 5,336 1,015 6,467

The impairment charge above has resulted from the directors' decision to write down the value of the
SMI4 tailings treatment plant to the same value as the external loan which is secured against this asset.
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13 Non-current assets + Exploration, evaluation and mining properties

Exploration and evaluation costs
Impairment charges

Mining properties
Impairment charges
Accumulated amortisation

Reconciliations of the carrying amount of exploration, evaluation and
beginning and end of the current and previous financial period

Exploration and evaluation costs
Opening balance

Exploration and evaluation costs incurred during the period

Impairment charge
Exploration property acquired during the period
Exchange translations

Closing balance

Mining properties

Opening balance

Mine property acquired during period
Mine development incurred during period
Amortisation for period

Impairment charge

Exchange translations

Closing balance

Consolidated

tittttttttt

31 December 30 June
2006 2006
$000 $000

4,715 4,853
,321) +
e e e e e e e e o e e e e e e e
1,394 4,853
e e e o o e e e o e e e e e e e
4,123 3,856
(3,192) +
(31) +
4+ttt +++++++++++
900 3,856
+++++++++++ +++++++++++
2,294 8,709

tittttttttt

mining properties at the

4,853 173
* 722
(3,321) +
* 4,629
(138) (671)
+4+t++tt++++ o e e e e
1,394 4,853
e e . e e e e e ++t+++t+++t+++
3,856 +
* 2,370
303 1,774
(31) +
(3,192) +
++++++£§£D+ ++++$%§§9++
900 3,856

ttttttttttt

ttttttttttE

The impairment charges above has resulted from the directors' decision to write off mine development
work and the cost of acquisition of the Newlands and Blaauwbosch mines to their estimated
recoverable amount.

Ultimate recoupment of costs carried forward for mining properties, exploration and evaluation is
dependent upon:

+

I+

I+

continuance of the Group's rights to tenure of the areas of interest;

results of future exploration; and

recoupment of costs through successful developmermnd commercial exploitation, or

alternatively by sale of the respective areas.
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14 Non-current assets + Other
Consolidated

31 December 30 June
2006 2006
$000 $000
Term deposit 311 308
e e e e e e e e o o e o e e e e
Goodwill on consolidation 8,346 7,138
Impairment charge (8,346) (7,138)
e e e e o e e e e o e e e e e e i
+ +

tttttttttt ttttttttttE

The term deposits are held as security for bank guarantees in favour of the Department of Minerals
and South African Mineral Authorities pursuant to conditions for the granting of mining leases.

In the year ended 30 June 2006 goodwill on consolidation arose from the acquisition of the South
African based subsidiaries. In the six months to 31 December 2006 goodwill on consolidation arose

from the group completing a Black Economic Empowerment (BEE) transaction such that all South
African operations are compliant with the BEE legislation. The directors have resolved to fully impair

the goodwill on consolidation.

15 Deferred tax asset

The balance comprises temporary differences attributable to:

Amounts recognised in profit and loss:
Accruals
Receivables from related companies

Set-off against deferred tax liabilities

Movements
Opening balance
Credited/(debited) to income statement

Closing balance

Deferred tax assets to be settled within 12 months
Deferred tax assets to be settled after 12 months

16 Current liabilities + Trade and other payables

Trade payables
Other payables

* 8
+ 132
o e e A o o o o
+ 140
+ 940
o e e e e e o o e o e
+ +
R e e e e e e e e e e e e
140 *
(140) 140
o o e e e e e e e e e e
+ 140
ttttttttttt ttttttttttE
* 83
+ 57
o e e e e
+ 140
tttttdttttt tittttttttt
1,210 1,364
40 +
o o e e o e e o
1,250 1,364

ttttttttttt

tittttttttt

Trade creditors are non-interest bearing and are normally settled on 30 day terms. Other creditors are
non-interest bearing and are settled on an at-call basis. All payables are denominated and repayable in

South African Rand.
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17 Current liabilities + Provisions

Rehabilitation costs + opening balance

+ provision acquired on purchase of subsidiaries during period
+ utilised during period

+ Exchange differences

+ provision for period

Balance at end of period
Leave entitlements

18 Current liabilities + Borrowings

Secured
Lease liabilities

Refer to note 20 for details of the security arrangements.

19 Non-current liabilities + Provisions

Rehabilitation costs+ opening balance

+ provision acquired on purchase of subsidiaries during period
+ Finance costs

+ Exchange differences

Balance at end of period

Consolidated

31 December 30 June
2006 2006
$000 $000

220 +
+ 397
+ (289)
12 (18)
++++++++Ei+ +++++++++++
232 220
+ 24
e e e e e e e e o e e e o e e e
232 244
ftttt++EE+: f:tttt++E+
" 205 6, .
205 +
+ 216
8 17
£28
e e e e e s e e o e e e e e e
206 205

tittttdtttt

tttttdttttE

This provision relates to the future costs associated with the closure and rehabilitation obligations of

operating mines.

20 Non-current liabilities £ Borrowings

External borrowings
Secured

Secured loan*
Lease liabilities

Unsecured
Other

Ultimate parent company borrowings
Subordinated loan from parent entity

Consolidated

31 December 30 June
2006 2006
$000 $000

3,062 +
953 428
+++++++++++ +++++++4++++
4,015 428
+++++++++++ +++++++++++
414 +
e e e e e e e e e e e e e e e e
4,429 428
tttt++++t+tt ittt ++++++
24,132 20,925
+++++++++++ o e e e e e e e e
24,132 20,925

tttttttttt

tittttttttt

* The Group has a fully drawn advance which is secured against the SMI4 plant and equipment, the book value of which is

equal to the advance. This advance attracts a 13.35 per cent. interest rate.
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The lease liabilities are South African Rand denomated and attract an average interest of 11.83 pegnt.
They are secured by moveable assets with a bookualof $1,015,000 as at 31 December 2006.

The loans from the parent entity and others are unsecured and do not attract interest.

21 Deferred tax liabilities

The balance comprises temporary differences attributable to:

Amounts recognised in profit and loss:
Exploration, evaluation and mining properties

Set-off against deferred tax assets

Movements

Opening balance

Acquisition of subsidiaries
Credited to income statement
Exchange differences

Closing balance

Deferred tax liabilities to be settled after 12 months

22 Contributed equity
(@) Share capital

Ordinary shares fully paid

31

+ 1,741
e e e e e e e e e e e e e e e e e
+ 140
e e e e e e e o e e e e e e e
+ 1,601
e e e e e e e e ++t+++++++++
1,741 +
+ 1,984
(1,7412) +
+ g{243
e e e o o e e e o e e e e e o
+ 1,741
ttttti+E++: ftxtttt++E+
+ 1,741
tttt+++++tt ittt ++++++
Consolidated
December 30 June
2006 2006
$000 $000
+ +

ttttttttttt

ttttttttttE

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of
the Company in proportion to the number and amounts paid on the shares held.

(b) Movements in ordinary share capital:

Date Details

10 June 2005 Incorporation share

issued to ultimate
parent company

30 June 2006
31 December 2006 Balance

Balance

67

Number of
shares

L e e o S e e

Issue price

$1.00

$000

+
o e e e e



23 Reserves and accumulated losses
(&) Reserves

Foreign currency translation reserve
Opening balance
Currency translation differences

Closing balance

Subsidiary acquisition reserve
Opening balance
Cost of increased controlling interest in subsidiary

Closing balance
TOTAL

(b) Accumulated losses
Movements in accumulated losses/(retained profits) were as follows:

Balance at beginning of period
Net loss attributable to members of Dwyka Diamonds
Holdings Limited

Consolidated

31 December 30 June
2006 2006
$000 $000

131 8
718 123
e e e e e e e e o e e e e e e e
849 131
e e e e e e e e e e e e e e e e
+ +
575 +
++t+++t+++t+++ +++++++++++
575 +
+++++++++++ o e e e e e e e
1,424 131
ttttt++E++t +tttt++E+
6,245 (605)
12,010 6,850
e e e o o e e e o e e e e o e e e e
18,255 6,245

Balance at end of period

(c) Nature and purpose of reserves

(i) Foreign currency translation reserve

ttttttttttt

tttttttttt

Exchange differences arising on translation of foreign controlled entities are taken to the
foreign currency translation reserve. The reserve is recognised in the income statement when

the net investment is disposed of.

(i) Subsidiary acquisition reserve

Payment made to increase the group's interest in a controlled entity.

24 Minority interest

Outside equity interest comprises:
Reserves
Accumulated losses

Consolidated

31 December 30 June
2006 2006
$000 $000

91 91
91) (42
e e e e e e e e e e e e s e
+

t4ttdttittt

tttttdttttE

The parent entity bears the responsibility for the minority interest's share of outgoings resulting from

accumulated losses in excess of reserves.
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25

Remuneration of auditors

Remuneration for audit or review of the financial reports
of the Group or any entity in the Group

Auditor of the consolidated entity 35 16
+ Other firms +
e e e e e e e e o e e e e e e e
35
ttttt++tttt ttxtttt+++t
26 Contingencies/Commitments
(a) Contingent liabilities
The Group had no known contingent liabilities as at 31 December 2006 (30 June 2006 + nil).
(b) Contingent assets
The Group had no known contingent assets as at 31 December 2006 (30 June 2006 + nil).
(c) Commitments
The Group has an exploration commitment with a De Beers subsidiary to expend $US1.5 million
over the next 2 years upon exploration of the Tanzanian exploration tenements. This commitment
can be reduced with approval of De Beers upon the acceptance of alternative exploration
proposals. The Group and De Beers are currently investigating an alternate exploration plan
which would significantly reduce this exploration commitment.
The Group leases various plant and equipment under finance leases expiring in no more than
5 years. These leases are denominated in South African Rand.
31 December 30 June
2006 2006
$000 $000
Commitments in relation to finance lease
are payable as follows:
Within one year 205 130
Later than one year but no later than 5 years 953 374
Later than 5 years + +
e e e e e e e e e e e e e e e e
Minimum lease payments 1,158
e e e e e e e o o o e e e e e e
Represented by
Current (note 18) 205 76
Non-current (note 20) 953 428
e e e e o o e e e o e e e e e e
1,158 504
ttttti+EE+: +ttttti+E+:
27 Related party transactions
(&) Parent entity

The parent entity of the Group is Dwyka Diamonds Holdings Limited, a company incorporated
and domiciled in Mauritius. Its registered office is Manor House, Cnr Chazal & George Streets,

Port Louis, Mauritius.

The ultimate parent entity of the Group is Dwyka Resources Limited which owns 100 per cent.

of Dwyka Diamonds Holdings Limited.

The principal activity of the parent entity is that of investment holding. The principal activity of
the Group is that of exploration for and mining of diamonds and the production of bricks and

cement products.
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(b)

(©)

Subsidiaries
Interests in subsidiaries are set out in note 28.

Transactions with related parties
The following transactions occurred with related parties:

31

Loans received from ultimate parent entity

Opening balance

+ Management fee charged to controlled entities in the Group

+ cash advances to controlled entities in the Group

+ parent company shares issued on behalf of a controlled
entity in the Group as part consideration to acquire a business unit

+ parent company shares issued to be on behalf of a controlled
entity in the Group as part consideration to acquire a business unit

* transfer of loans from parent company as part of group reorganisation

+ parent company shares issued on behalf of a controlled entity
in the Group in lieu of services

Closing balance

Loans advanced by controlled entity in the Group to associate
Opening balance
+ cash advances from controlled entities in the Group
* loan incorporated into group account following increase
in equity in associate

Closing balance

December 30 June
2006 2006
$000 $000

20,925 6,295
277 470
2,930 3,823
+ 2,308
+ 629
+ 6,887
+ 513
e e e e e e e e o e e e e e e e
24,132 20,925
tttttttEttt ttxttttt+Et:
4,536 1,317
614 3,219
(5,150) +
+++++++++++ +++++++++++
+ 4536

bbbttt

titttdttttE

All related party loans are unsecured and interest free with no set term for repayment.

The parent entity has given an undertaking that repayment of its loan will be subordinated in
favour of all other creditors and it has accepted the responsibility of providing and undertake to
provide sufficient financial assistance to the Group as and when it is needed to enable the Group
to continue its operations and fulfill all of its financial obligations now and in the future. The
undertaking is provided while the parent entity maintains its ownership of the Group or for a
minimum period of 12 months from 20 August 2007 which ever is the shorter.
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28 Subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following
controlled entities in accordance with the accounting policy described in Note 1(a):

Equity holding

Class of 31 December 30 June
shares 2006 2006
Name of entity Country of incorporation % %
Supermix Mining South Africa Ordinary 70 100
Biz Afrika 546 South Africa Ordinary 100 70
Basfour 254 South Africa Ordinary 70 70
Kophia Diamonds South Africa Ordinary 70 100
Bellsbank Mining Number One  South Africa Ordinary 70 100
Huntingdale Investments Mauritius Ordinary 100 100
Troon Investments Mauritius Ordinary 100 100
Tralee Investments Mauritius Ordinary 100 100
Dwyka Alsami Tanzania Ordinary 100 100
Dwyka Tanzania Tanzania Ordinary 95 95
Superkolong Holdings South Africa Ordinary 70 *
Superkolong South Africa Ordinary 70 40
Superkolong Cement South Africa Ordinary 70 *
Dwyka Diamonds South Africa  South Africa Ordinary 70 100
Superkolong Industrial South Africa Ordinary 70 +
Superkolomg Bricks South Africa Ordinary 70 +

29 Events occurring after the balance sheet date

Since balance sheet date the Group's agreement wilbe Beers Consolidated Mines Limited
(®De Beers®) has been amended to make the Group liable for all processing costs in exchange for a
commitment by De Beers to supply in each statistical month as many tonnes of feed tailings as the
Group could process, plus amendments to the remuneration provisions of the main agreement so as to
render Superkolong entitled to all profits from sales of the Group's SMI4 diamonds.

De Beers is also in the process of tendering for the sale of various tailings resources owned by it and
located in and around Kimberley, South Africa (including those that have historically supplied the
SMI4 plant). The Group, together with 3 other 2small miners® having similar processing contracts with

De Beers (collectively known as the Small Miners Forum), is the preferred bidder for those resources,
although the tender process has not yet been concluded.

The Group's SMI4 plant has been placed on care and maintenance pending the outcome of the tender
process and plant upgrades as required.

Except for the above no other matter or circumstance has arisen since 31 December 2006 that has
significantly affected, or may significantly affect:

(&) the Group's operations in future financial years;

(b) the results of those operations in future financial years; or
(c) the Group's state of affairs in future financial years.
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30 Reconciliation of loss after income tax to net cash flows from operating activities
Consolidated

Six months Year
ended ended
31 December 30 June
2006 2006
$000 $000
Loss for the period (12,010) (6,783)
Depreciation and amortisation 607 439
Exploration expenditure & mining property written off 6,513 *
Doubtful debts 121 107
Finance costs 175 22
Foreign exchange loss 4 390
Management fee from ultimate parent entity 277 470
Impairment of assets 3,434 3
(Profit)/loss on sale of plant ) 6
Impairment of goodwiill 1,208 7,138
Reversal of asset impairment + (139)
Decrease/(increase) in receivables 109 (232)
Decrease in inventory 160 58
(Decrease) in deferred tax liabilities (1,741)
Decrease/(increase) in tax assets 140 (140)
Increase/(decrease) in payables (114) 575
Increase/(decrease) in current provisions 12) 178
o e o e o e e o e o e e e e e
Net cash flow from/(used in) operating activities 1,130) 1,736

Non-cash financing and investing activities

titttrtttEt

titttititit

In the period to 30 June 2006 the ultimate parent entity issued 2,747,802 ordinary shares at
GBPO0.35 ($0.84) on behalf of the Group to acquire 3 uferground mines. The ultimate
parent company also issued 749,137 ordinary shares at $0.685 in lieu of services rendered to members

of the Group.

31 Key management personnel disclosures
(a) Directors

The following persons were directors of Dwyka Diamonds Holdings Limited during the historical

financial periods:

Non-executive directors

Mr C J Bredenkamp; Mr M Langoulant; Mr G Button; Mr M Drummond; Mr Jayechund Jingree;

and Sushil Kumar Jogoo.

(b) Other key management personnel

There were no additional who persons also had authority and responsibility for planning,
directing and controlling the activities of the Group, directly or indirectly.
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(c) Key management personnel compensation
Consolidated

31 December 30 June
2006 2006
$ $
Short-term employee benefits 58,737 105,635
Post-employment benefits + *
Share-based payments* 27,017 23,464
e e e e e e e e o e e e e e e
85,754 129,099

tittttttttt titttdttttE

* The share based payments consist of options to acquire shares in the ultimate parent entity.

31 Segment information

During the year the Group operated in two divisions organised by business distinction. The mining
division incorporates both hard rock and alluvial diamond mining and exploration for diamond
resources; while the industrial division incorporates the production and sale of bricks and cement using
waste material from mining operations as a source material.

Inter-segment

eliminations/
Mining Industrial unallocated Consolidated
Dec June Dec June Dec June Dec June
Revenue 2006 2006 2006 2006 2006 2006 2006 2006
$000 $000 $000 $000 $000 $000 $000 $000
External sales 1,125 2,189 2,281 5,213 + + 3,406 7,402
++++++++  Ftt+++++ bttt bt bttt bttt bbbt bt
Total sales revenue 1,125 2,189 2,281 5,213 + + 3,406 7,402
Other revenue + + + + 138 535 138 535
Inter-segment revenue + + + + + + + +

L o N oo o e L oSS SRS

Total segment revenue 1,125 2,189 2,281 5,213 138 535 3,544 7,937

e e e e e e e e e S e e o e o e e e e e e e e e N e o e e e e

Unallocated revenue 373 576 17 97
e e e e O e e s s e e e

Total revenue 3,561 8,034

Result

Segment result 10,227) (717) (1,491) $54 + + (11,718) (771)

tdt+444+ " ittt tdidtt+t fitdiidt dddttti: tititd4t

Unallocated revenue net

of unallocated expenses (1,893) (6,152)
+4++++++ +++++4+++

Loss before tax (13,611) (6,923)

Income tax benefit 1,601 140
++++++4++ ittt

Loss after tax £12,010 (6,783)

++++++ tttt++++
Assets
Segment assets 5176 11,894 4,940 1,845 + + 10,116 13,739
titt++tt  FEtEtttdd: ittt FiEttiidt ittt trtiEEEs

Unallocated assets 659 4777
++++++++ A+t

Total assets 10,775 18,516

titdt+tt ittt
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PART 5

UNAUDITED PRO FORMA STATEMENT OF NET ASSETS
OF THE ENLARGED GROUP

The following unaudited pro forma statement of net assets of the Enlarged Group (the @pro forma
financial information®) is based on the consolidated net assets of the Company as at 31 March 2007,
set out in the audited consolidated financial statements of the Company for the year ended on that
date, and has been prepared to illustrate the effect on the consolidated net assets of the Company as if
the Acquisition and Placing had been completed on 31 March 2007.

The pro forma financial information has been prepared for illustrative purposes only and, because of
its nature, addresses a hypothetical situation and does not, therefore, represent the Enlarged Group's
actual financial position or results.

The pro forma financial information has been prepared under International Financial Reporting
Standards as adopted by the EU and on the basis set out in the notes set out below. The pro forma
financial information is stated on the basis of the accounting policies adopted in the last consolidated
financial statements of the Company.

Adjustments
The DDH
The Group Group Pro forma
As at As at  Acquisition Net net assets
31 March 31 December of the placing of the
2007 2006 DDH Group proceeds Enlarged
(note 1) (note 2)  (note 3, 4) (note 5) Group
£'000 £'000 £'000 £'000 £'000
ASSETS
Non-current assets
Intangible assets 213 561 7,392 + 8,166
Tangible assets 2,406 2,967 + * 5,373
Other 148 * + 155
e e e o o e e e o e e e e e e e o ++++++t++++ o e e e e o e e e e e e e o o e e e
2,626 3,676 7,392 * 13,694
Current assets
Inventories 36 130 * * 166
Trade and other receivables 108 321 + * 429
Cash and cash equivalents 520 211 450 3,960 4,241
+++++++++++ +4++++++++++ +++++++++4+ +++++++++++ +++++++++++
664 662 450 3,960 4,836
+++++++++++ +++++++++++ +++d+++f+++ +++++++++++ +++++++++++
Total assets 3,290 4,338 6,942 3,960 18,530
t+tt+++4++++ +4++t+++4+++ tt+t+++++++ +4+tt+++4+4+++ tttt+++++++
LIABILITIES
Current liabilities 220 679 + + 899
Borrowings + ultimate parent
company * 9,717 (9,717) + *
Non-current liabilities 433 1,866 + + 2,299
e e e e e e e e e e e e e e e e e e e e e e e e o e e e e e e e e e e e e e e e
Total liabilities 653 12,262 (9,717) + 3,198
e e e e e e e e o e e e e e e e e e e e e e s e e o e e e e e e e e e e e e e e e e
Net assets\(liabilities) 2,637 (7,924) 16,659 3,960 15,332

i+ttt

tiittdttit:

titttttttEt

titttititit

titttttttEt
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Notes:

1.

The net assets of the Group at 31 March 2007 have been extracted without material adjustment from the consolidated
financial statements of the Company for the year ended 31 March 2007 set out in Appendix 3 of this document.

Adjustments:

2.

The consolidated net assets of the DDH Group have been extracted without material adjustment from the financial
information on the DDH Group for the six months ended 31 December 2006 set out in Section B of Part 4 of this
document using an exchange rate of £1: A$2.4835, being the exchange rate at 31 December 2006.

An adjustment has been made to reflect: (i) the estimated intangible fixed assets and goodwill arising on the acquisition
of the DDH Group; and (ii) the Company's transaction expenses. For the purposes of this pro forma information, no
adjustment has been made to the separate assets and liabilities of the DDH Group to reflect their fair value. The gross
difference between the net assets of the DDH Group as stated at their book value at 31 December 2006 and the aggregate
of the estimated consideration and the Company's transaction expenses has therefore been presented as a single value in
aintangible fixed assets and goodwill°. The net assets of the DDH Group will be subject to a fair value restatement as at
the effective date of the Transaction. Furthermore, in accordance with IAS 36 + @mpairment of Assets®, the Company
will assess the need for an impairment of intangible fixed assets and goodwill at the next reporting date, unless there is
an indication of the need for an impairment at an earlier point. Actual intangible fixed assets and goodwill included in
the Company's next published consolidated financial statements may therefore be materially different from that included

in the pro forma statement of net assets.

The estimated consideration for the DDH Group is approximately £8.735 million based on the Placing Price. The
estimated transaction expenses of £0.45 million are based on the Directors' latest estimate of the Company's transaction
expenses that may be capitalised as part of the total expenses of the transaction of £0.75 million.

£'000

Consideration payable in Company shares 8,735

Estimated transaction costs of the Company that may be capitalised 450
e e e

9,185

Book value of the DDH Group's net liabilities as at 31 December 2006 7,924
Loans acquired from Dwyka Resources (9,717)
o e e

Estimated intangible fixed assets and goodwill arising on the Transaction 7,392
FEEFEEEEE

Adjustments 3 and 4 reflect the acquisition by the Company of the DDH Group. It may be, when the Company's
financial statements for the year ending 31 March 2008 are prepared, that reverse acquisition accounting, in accordance
with IFRS 3, is used.

The Placing is estimated to raise net proceeds of £3.96 million (£4.26 million gross proceeds less estimated expenses of
£0.3 million (of the total of £0.75 million) that are not capitalised).

No account has been taken of the