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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 AIM 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
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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 10,326,667

Number of Ordinary Shares to be issued to Westhouse Securities LLP 634,800
on exercise of the Westhouse Option

Number of Ordinary Shares to be issued to Strand Partners Securities and Montagu 2,682,656
on exercise of the Strand Warrants and Montagu Warrants

Percentage of the enlarged issued share capital represented by the Placing Shares 24.67 per cent.
assuming exercise of the Existing Warrants, Strand Warrants and Montagu Warrants

Percentage of the enlarged issued share capital held by the Directors and the 3.31 per cent.
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 3.30 per cent.
Proposed Directors assuming exercise of the Westhouse Option, Existing Warrants,
Strand Warrants and Montagu Warrants
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Nominated adviser and broker: Strand Partners Limited
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DEFINITIONS

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

ª1985 Actº the Companies Act 1985, as amended;

ª2006 Actº the Companies Act 2006, as amended;

ª2006 Admissionº the admission to trading on AIM of the Company's Ordinary
Shares on 6 March 2006;

ª2006 Placingº the placing at 15 pence per Ordinary Share to raise £3.35 million
before expenses, which completed on 6 March 2006;

ªA$º Australian dollars;

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

ªAcquisition Agreementº 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;

ªAdmissionº 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;

ªAIMº the AIM market operated by the London Stock Exchange;

ªAIM Rulesº 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;

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

ªAMECº AMEC Earth & Environmental

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

ªASXº the Australian Stock Exchange, a market operated by the
Australian Securities Exchange Limited;

ªBCDMº Bellsbank Consolidated Diamond Mine (Proprietary) Limited;

ªBEEº black economic empowerment;

ªBoardº the board of directors of the Company;

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

ªCoffee House Groupº Coffee House Group Limited;
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ªCombined Codeº 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;

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

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

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

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

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

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

ªDe Beersº De Beers Consolidated Mines Limited, incorporated and
registered in South Africa with number 1888/00007/06;

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

ªDMEº the South African Department of Minerals and Energy;

ªDTRsº the Disclosure and Transparency Rules issued by the FSA;

ªDwyka Diamonds Holdingsº Dwyka Diamonds Holdings Limited, a diamond mining and 
or ªDDHº 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;

ªDwyka Resourcesº 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;

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

ªEnlarged Share Capitalº 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;

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

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

ªExisting Ordinary Sharesº the 67,191,859 Ordinary Shares in issue at the date of this
document;
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ªExisting Warrant Instrumentº the warrant instrument constituting the Existing Warrants dated
16 February 2006;

ªExisting Warrantsº 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;

ªExtraordinary General Meetingº the extraordinary general meeting of the Company, convened for 
or ªEGMº 20 September 2007, notice of which is set out at the end of this

document;

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

ªFree Stateº Free State Diamond Mines (Proprietary) Limited, a private
company incorporated in South Africa and wholly owned by
KimCor;

ªFSAº the Financial Services Authority of the United Kingdom;

ªFSMAº the Financial Services and Markets Act 2000, as amended;

ªGroupº or ªKimCor Groupº the Company and its subsidiary undertakings from time to time;

ªKimCorº or ªthe Companyº 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;

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

ªKolong Investmentsº Kolong Investment Holdings (Propr ietary) Limited, Dwyka
Diamonds Holdings' BEE partner in South Africa;

ªLondon Stock Exchangeº London Stock Exchange plc;

ªMontaguº Montagu Stockbrokers Pty Ltd;

ªMontagu Warrantsº 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;

ªNew Ordinary Sharesº the Placing Shares and the Consideration Shares;

ªOfficial Listº the Official List of the UK Listing Authority;

ªOrdinary Sharesº ordinary shares of 0.5 pence each in the capital of the Company;

ªPanelº the Panel on Takeovers and Mergers;

ªPlaceesº subscribers for Placing Shares;

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

ªPlacing Agreementº 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 Priceº 6.5 pence per Ordinary Share;

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

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

ªProposed Directorsº Melissa Sturgess and Cedric Bredenkamp;

ªQCAº Quoted Companies Alliance;

ªResolutionsº 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;

ªRule 9º Rule 9 of the Takeover Code;

ªRule 9 Waiverº 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;

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

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

ªShareholdersº holders of Ordinary Shares;

ªSouth Africaº the Republic of South Africa;

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

ªStrand Partners Securitiesº 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;

ªStrand Warrantsº 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;

ªsubsidiaryº or ªsubsidiary have the meanings given to them by 1985 Act;
undertakingº

ªSuperkolongº Superkolong (Proprietary) Limited a private company
incorporated in South Africa;

ªTakeover Codeº the City Code on Takeovers and Mergers;

ªUKº or ªUnited Kingdomº the United Kingdom of Great Britain and Northern Ireland;

ªUK Listing Authorityº the FSA, acting in its capacity as the competent authority for the
purposes of Part VI of FSMA;
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ªuncertificatedº or recorded on the relevant register of the share or security 
ªin uncertificated formº concerned as being held in uncertificated form in CREST and

title to which may be transferred by means of CREST;

ªUSº or ªUnited Statesº 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;

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

ªUS$º US dollars;

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

ªWardell Armstrongº or ªWAIº Wardell Armstrong International Limited, th e independent
geologists who prepared the CPR set out in Appendix 1 of this
document;

ªWesthouse Optionº 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

ªZARº 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 Sturgess(Proposed 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 diamond 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:

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

l 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;

l establish the Enlarged Group in the mid-tier (by volume) of diamond producers worldwide;

l ultimately broaden the shareholder base to encourage liquidity in the Company's stock; and

l 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:

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 (ªtpaº). 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.

WAI 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 4.3

±±±±±±±±±±± ±±±±±±±±±±±

Total 3.8 4.3
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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.



Recent drilling on the kimberlite pipe in the presence of KimCor's geologist produced a concentrate
displaying purple G10 garnets, chrome diopside and phlogopite, which are considered to be representative
of the same kimberlite source as the concentrates on which 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
incorporation to 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

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total ± 519,100 1,461,400 1,980,500 38.00
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

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:

l increase the capacity of the mine;

l reconfigure the existing plant with extra pan capacity;

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

l 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 25.0 102,0001 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

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total 22.6 2,907,572 635,631 85 54.01
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

1Classified 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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l expansion and upgrade of the existing processing plant to accommodate a total monthly tonnage
of up to 6,000;

l 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

l 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 SMI4
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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WAI'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 that any 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 US$ per carat Total
(t) (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.

5.3.2Itobo 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:

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

l 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;

l Biz Afrika, producing bricks and paving blocks; and

l 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 rank pari 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 Chairman of 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 Sturgess(Proposed Non-executive Chairman)
Melissa Sturgess (aged 41) holds a Bachelor of Science degree 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 Bredenkamp(Proposed Managing Director)
Cedric Bredenkamp (aged 38) has both a broad and practical experience of the South African diamond
industry ranging from plant construction and operation 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 QCA's 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 Board, 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 structure and 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
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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 Theobald'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;

(ii) approve the Rule 9 Waiver;

(iii) 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 131,734,423 Ordinary Shares will remain
authorised but unissued (representing approximately32.93 per cent. of the authorised Ordinary Share
capital of the Company). Other than to satisfy the exercise of options, the Existing Warrants, the
Westhouse Option, Strand Warrants and Montagu Warrants, the Directors have no present intention to
allot Ordinary Shares pursuant to the authority proposed to be granted to them at the EGM but consider
the remaining number of Ordinary Shares to be a desirable 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 considerations 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
Subject 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 dealings for 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:

(a) 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 company is,inter 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 134,383,718 Ordinary Shares representing
approximately 50.09 per cent. of the voting rights attaching to the Enlarged Share Capital. It is Dwyka
Resources' present intention that the Ordinary Shares held by it will be distributed in specie to shareholders
of Dwyka Resources no earlier than one year and no later 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:

l Part 2 of this document entitled ªRisk Factorsº;

l Part 3 of this document entitled ªThe South African Mining Environmentº;

l Part 4 of this document setting out financial information on DDH;

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

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

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

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

l Appendix 3 to this document containing financial information on KimCor;

l Appendix 4 to this document containing financial information on Dwyka Resources; and

l 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, commodity prices,
changes in investor sentiment towards particular market sectors and the demand and supply for equity
capital.

28



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).

29



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 (ªActº), notice will be so published if the
claim has been lodged in the prescribed manner, is not precluded 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:

l the negotiation of acceptable terms with the seller of the business or asset(s) to be acquired;

l the approval and ongoing support of regulatory authorities;

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

l 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 and the 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 on third parties to provide contracting services. There can
be no assurance that these business relationships will continue to be maintained or that new ones will be
successfully formed. A breach or disruption in these relationships could be detrimental to the future
business, operating results and/or profitability of the Company. To the extent that the Enlarged Group
cannot engage contractors according to its plans and budgets, 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 (ªthe Constitutionº). 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 individuals 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 the Preferential Procurement Policy
Framework Act, 2000. This was followed in 2002 by the South African Mineral and Petroleum
Resources Development Act (ªMPRDA º) and the Broad-Based Black Economic Empowerment Act
(ªBEE Actº). Following the introduction of the MPRDA, the Mining Charter (ª the Mining Charterº)
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 (ªthe Codesº) 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 (ªthe Minerals Actº). 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:

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

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

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

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

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

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

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

l ensure that holders of mining and production rights contribute 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 while 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 (HDSAs 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 ªbroad-basedº 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 at,inter 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

36



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 for,inter 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, not 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 ªuse it or lose itº 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:

l substantially and meaningfully expand opportunities for HDSAs, 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

l 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 ªnew order rightsº if certain criteria are met.

An ªOld Order Rightº 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 Old 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 Old 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:

l 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));

l 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));

l 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

l 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

(a) 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 (ªCFM º) by the DME in respect of the
abovementioned diamond exploration project:

l 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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l 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

l 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 ªnew order rightº 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,
ªBoseleº, 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
(ªEMP º). Prospecting rights only become effective,inter 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 effective,inter 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 (ªMHS Act º). 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 1995 (ªLRA º), Basic Conditions of
Employment Act 75 of 1997 (ªBCEAº), Employment Equity Act 55 of 1998 (ªEEAº), Compensation
for Occupational Injuries and Diseases Act 130 of 1993 (ªCOIDA º) and the Skills Development
Act 97 of 1998 (ªSDAº).
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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 (ªExchange Controlº),
which are administered by the Exchange Control Department of the South African Reserve Bank
(ªSARBº), 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
(ªAffected Companyº) 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 (ªIFRS as adopted by the EUº) 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

The Directors and Proposed Directors
KimCor Diamonds PLC 
18 Upper Brook Street 
London, UK
W1K 7PU

Strand Partners Limited 
26 Mount Row
London, UK
W1K 3SQ

20 August 2007

Dear Directors

KimCor Diamonds PLC

We report on the financial information of Dwyka Diamonds Holdings Limited (ªDDHº) and its
subsidiaries (together the ªDDH Groupº) 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
ªAdmission Documentº) of KimCor Diamonds PLC (the ªCompanyº) 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 ªAIM Rulesº) 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, to the 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

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

Consolidated
Six months Year 

ended ended 
31 December 30 June 

Notes 2006 2006
$'000 $'000

Revenue 5 3,406 7,402
Cost of sales 6 (4,273) (5,093)

±±±±±±±±±±± ±±±±±±±±±±±

Gross profit (867) 2,309
Other revenue 5 155 632
Administration (1,569) (2,701)
Impairment of assets 6 (3,434) (3)
Impairment of exploration, evaluation and mining properties 6 (6,513) ±
Impairment of goodwill 6 (1,208) (7,138)
Finance costs (175) (22)

±±±±±±±±±±± ±±±±±±±±±±±

Net Loss before income tax expense (13,611) (6,923)
Income tax benefit 7 1,601 140

±±±±±±±±±±± ±±±±±±±±±±±

Net Loss after income tax expense (12,010) (6,783)
Net profit attributable to minority interest ± 67

±±±±±±±±±±± ±±±±±±±±±±±

Net Loss attributable to members of Dwyka Diamonds 
Holdings Limited 23(b) (12,010) (6,850)

±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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

Consolidated
31 December 30 June 

Notes 2006 2006
$'000 $'000

ASSETS
Current assets
Cash and cash equivalents 8 524 170
Trade and other receivables 9 798 907
Inventories 10 324 484

±±±±±±±±±±± ±±±±±±±±±±±

Total current assets 1,646 1,561
±±±±±±±±±±± ±±±±±±±±±±±

Non-current assets
Receivables 11 57 4,536
Property, plant and equipment 12 6,467 3,402
Exploration, evaluation and mining properties 13 2,294 8,709
Other 14 311 308
Total non-current assets 9,129 16,955

±±±±±±±±±±± ±±±±±±±±±±±

Total assets 10,775 18,516
±±±±±±±±±±± ±±±±±±±±±±±

LIABILITIES
Current liabilities
Trade and other payables 16 1,250 1,364
Provisions 17 232 244
Borrowings 18 205 76

±±±±±±±±±±± ±±±±±±±±±±±

Total current liabilities 1,687 1,684
±±±±±±±±±±± ±±±±±±±±±±±

Non-current liabilities
Provisions 19 206 205
Borrowings ± external 20 4,429 428
Borrowings ± ultimate parent entity 20 24,132 20,925
Deferred tax liability 21 ± 1,601

±±±±±±±±±±± ±±±±±±±±±±±

Total non-current liabilities 28,767 23,159
±±±±±±±±±±± ±±±±±±±±±±±

Total liabilities 30,454 24,843
±±±±±±±±±±± ±±±±±±±±±±±

Net liabilities (19,679) (6,327)
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

EQUITY
Contributed equity 22 ± ±
Reserves 23 (1,424) (131)
Accumulated losses 23 (18,255) (6,245)

±±±±±±±±±±± ±±±±±±±±±±±

Parent entity interest (19,679) (6,376)
Minority interest 24 ± 49

±±±±±±±±±±± ±±±±±±±±±±±

Total deficiency (19,679) (6,327)
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

The above balance sheets should be read in conjunction with the accompanying notes.
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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 (6,327) 597
±±±±±±±±±±± ±±±±±±±±±±±

Exchange differences on translation of foreign operations (718) (123)
±±±±±±±±±±± ±±±±±±±±±±±

Net income recognised directly in equity (718) (123)
±±±±±±±±±±± ±±±±±±±±±±±

Loss for the period (12,010) (6,783)
Adjustment for prior period losses recouped on
minority interest (49) (18)

±±±±±±±±±±± ±±±±±±±±±±±

Total recognised income and expense for the period (12,777) (6,924)
±±±±±±±±±±± ±±±±±±±±±±±

Transactions with equity holders in their capacity as
equity holders
Cost of increased controlling interest in subsidiary (575) ±

±±±±±±±±±±± ±±±±±±±±±±±

(575) ±
±±±±±±±±±±± ±±±±±±±±±±±

Total equity at end of the financial period (19,679) (6,327)
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Total recognised income and expense for the period
is attributable to:
Members of Dwyka Diamonds Holdings Limited (12,777) (6,973)
Minority interest 24 ± 49

±±±±±±±±±±± ±±±±±±±±±±±

(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

Consolidated
Six months Year 

ended ended 
31 December 30 June 

Notes 2006 2006
$'000 $'000

Cash flow from operating activities
Receipts from customers 3,448 7,005
Payments to suppliers and employees (4,536) (5,755)
Interest received 17 97
Other income received 104 396
Interest paid (163) (7)

±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow from/(used in) operating activities 30 (1,130) 1,736
±±±±±±±±±±± ±±±±±±±±±±±

Cash flow from investing activities
Payments for exploration, evaluation and mining properties (303) (2,496)
Payments for acquisition of increased controlling
interest in subsidiary (575) ±
Payments for property, plant and equipment (913) (1,429)
Proceeds from sale of property, plant and equipment 1 223
Loans to other parties (614) (3,220)
Payment for acquisition of business unit, net of cash acquired 124 (1,021)
Rehabilitation security bond ± (8)

±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow used in investing activities (2,280) (7,951)
±±±±±±±±±±± ±±±±±±±±±±±

Cash flow from financing activities
Loans from ultimate parent entity 2,930 3,823
Proceeds from borrowings 979 ±
Borrowings repaid (137) ±

±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow from financing activities 3,772 3,823
±±±±±±±±±±± ±±±±±±±±±±±

Net increase/(decrease) in cash and cash equivalents held 362 (2,392)
Cash and cash equivalents at the beginning of the financial period 170 2,282
Effects of exchange rate changes on cash and cash equivalents (8) 280

±±±±±±±±±±± ±±±±±±±±±±±

Cash and cash equivalents held at the end of the financial period 8 524 170
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Non-cash financing and investing activities 30

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 Plc 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 ªCompanyº) and its
subsidiaries (together the ªGroupº) 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 ªPresentation of Financial Statementsº requires that, 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 I 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 I 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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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.

(b) 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.

(ii) 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) 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.

(d) Foreign currency translation

(i) 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 financial statements are presented in 
Australian dollars.

(ii) 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.

(iii) 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:

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

l 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

l 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.

(e) 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) 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.

(g) 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.

(h) 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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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.

(i) 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).

(j) 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.

(k) 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.

(l) 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.

(m) 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 carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Group and the cost of the item can be measured reliably. All other repairs and maintenance
are charged to the income statement during the financial period in which they are incurred.
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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.

(n) 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 ªarea
of interestº 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;

(ii) 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:

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

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

(iii) 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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(o) 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 are thereby 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.

(p) 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.

(q) 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.

(r) 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.

(s) 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.

(t) 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
These consolidated financial information has been ªrounded off '' to the nearest thousand dollars,
or in certain cases, the nearest dollar.

(v) New Accounting Standards and interpretations
Certain new accounting standards and interpretations have been published but are not applicable or
not mandatory for the periods shown in this financial information. The Groups has assessed that none
of the standards or interpretations listed below impact 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 IAS 29, 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.

2 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 related 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.

(ii) 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.

(iii) 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
Consolidated

Six months Year 
ended ended

31 December 30 June
2006 2006
$000 $000

Revenue
Sale of goods 3,406 7,402

±±±±±±±±±±± ±±±±±±±±±±±

Other revenue
Interest received 17 97
Other income 138 535

±±±±±±±±±±± ±±±±±±±±±±±

155 632
±±±±±±±±±±± ±±±±±±±±±±±

3,561 8,034
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

6 Expenses
Loss before income tax expense includes 
the following specific expenses:
Cost of sales includes the following expenses:
Depreciation of plant and equipment 454 408
Rehabilitation expenses ± 130

±±±±±±±±±±± ±±±±±±±±±±±

Other charges against assets:
Impairment of assets 3,434 3
Impairment of goodwill 1,208 7,138
Impairment of exploration expenditure and mineral properties 6,513 ±

±±±±±±±±±±± ±±±±±±±±±±±

Administration includes the following:
Bad and doubtful debts expense 103 105
Consulting expenses 101 232
Depreciation of buildings, plant and equipment 153 31
Employee benefits expense 522 1,739
Legal fees 7 33
Loss on sale of property, plant and equipment ± 6
Rental expenses related to operating leases 23 55

±±±±±±±±±±± ±±±±±±±±±±±

Finance costs includes the following:
Interest paid or payable 163 6
Unwinding of discount on provisions 12 16

±±±±±±±±±±± ±±±±±±±±±±±
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7 Income tax
Consolidated

Six months Year 
ended ended

31 December 30 June
2006 2006
$000 $000

a) Income tax expense
Current income tax
Current income tax charge ± ±
Deferred income tax
Increase/(decrease) in deferred tax asset (Note 15) (140) 140
Decrease in deferred tax liability (Note 21) 1,741 ±

±±±±±±±±±±± ±±±±±±±±±±±

Income tax benefit reported in income statement 1,601 140
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

b) Unrecognised deferred tax balances
Unused tax losses for which no deferred tax asset 
has been recognised 8,529 5,462

±±±±±±±±±±± ±±±±±±±±±±±

Potential tax benefit at 29% 2,473 1,584
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

c) Reconciliation of income tax benefit to prima 
facie tax credit
Loss from ordinary activities before income 
tax expense 13,611 6,783

±±±±±±±±±±± ±±±±±±±±±±±

Income tax benefit @ 29% 3,947 1,967
Tax effect on amounts which are not deductible
Tax effect of amounts which are not deductible 
(taxable) in calculating taxable income (651) (84)
Tax losses and timing differences not recognised (1,695) (1,743)

±±±±±±±±±±± ±±±±±±±±±±±

Income tax benefit 1,601 140
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±
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8 Current assets ± Cash and cash equivalents
Consolidated

31 December 30 June 
2006 2006
$000 $000

Cash at bank and on hand 524 170
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Interest earned from cash at bank and on hand ranged from 0 per cent. to 2.25 per cent. (2006: 0 per cent.
± 2.25 per cent.).

9 Current assets ± Trade and other receivables
Trade debtors 947 928
Less provision for doubtful receivables (192) (130)

±±±±±±±±±±± ±±±±±±±±±±±

755 798
VAT refund 43 40
Loans to other parties ± 69

±±±±±±±±±±± ±±±±±±±±±±±

798 907
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Trade debtors are denominated and receivable in South 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

±±±±±±±±±±± ±±±±±±±±±±±

324 484
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

11 Non-current assets ± Receivables
Non-current
Loan to other parties 57 ±
Loan to associate ± 4,536

±±±±±±±±±±± ±±±±±±±±±±±

57 4,536
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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
Consolidated

Freehold
land & Plant & Leased

buildings equipment assets Total
$000 $000 $000 $000

Period ended 30 June 2006
Opening net book amount ± ± ± ±
Additions 4 960 465 1,429
Acquisition of subsidiaries 148 2,258 ± 2,406
Depreciation charge (12) (427) ± (439)
Disposals ± (229) ± (229)
Exchange differences (3) 238 ± 235

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing net book 137 2,800 465 3,402
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

At 30 June 2006
Cost 149 3,227 465 3,841
Accumulated depreciation (12) (427) ± (439)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount 137 2,800 465 3,402
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Period ended 31 December 2006
Opening net book amount 137 2,800 465 3,402
Additions ± 295 618 913
Acquisition of subsidiaries ± 6,653 ± 6,653
Disposals ± (2) ± (2)
Exchange differences (14) (451) (23) (488)
Depreciation charge (7) (525) (45) (577)
Impairment charges ± (3,434) ± (3,434)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing net book 116 5,336 1,015 6,467
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

At 31 December 2006
Cost 135 6,288 1,060 7,483
Accumulated depreciation (19) (952) (45) (1,016)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount 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
Consolidated

31 December 30 June
2006 2006
$000 $000

Exploration and evaluation costs 4,715 4,853
Impairment charges (3,321) ±

±±±±±±±±±±± ±±±±±±±±±±±

1,394 4,853
±±±±±±±±±±± ±±±±±±±±±±±

Mining properties 4,123 3,856
Impairment charges (3,192) ±
Accumulated amortisation (31) ±

±±±±±±±±±±± ±±±±±±±±±±±

900 3,856
±±±±±±±±±±± ±±±±±±±±±±±

2,294 8,709
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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

Exploration and evaluation costs
Opening balance 4,853 173
Exploration and evaluation costs incurred during the period ± 722
Impairment charge (3,321) ±
Exploration property acquired during the period ± 4,629
Exchange translations (138) (671)

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 1,394 4,853
±±±±±±±±±±± ±±±±±±±±±±±

Mining properties
Opening balance 3,856 ±
Mine property acquired during period ± 2,370
Mine development incurred during period 303 1,774
Amortisation for period (31) ±
Impairment charge (3,192) ±
Exchange translations (36) (288)

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 900 3,856
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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:

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

± results of future exploration; and

± recoupment of costs through successful development and 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
±±±±±±±±±±± ±±±±±±±±±±±

Goodwill on consolidation 8,346 7,138
Impairment charge (8,346) (7,138)

±±±±±±±±±±± ±±±±±±±±±±±

± ±
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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 ± 8
Receivables from related companies ± 132

±±±±±±±±±±± ±±±±±±±±±±±

± 140
Set-off against deferred tax liabilities ± (140)

±±±±±±±±±±± ±±±±±±±±±±±

± ±
±±±±±±±±±±± ±±±±±±±±±±±

Movements
Opening balance 140 ±
Credited/(debited) to income statement (140) 140

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance ± 140
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Deferred tax assets to be settled within 12 months ± 83
Deferred tax assets to be settled after 12 months ± 57

±±±±±±±±±±± ±±±±±±±±±±±

± 140
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

16 Current liabilities ± Trade and other payables
Trade payables 1,210 1,364
Other payables 40 ±

±±±±±±±±±±± ±±±±±±±±±±±

1,250 1,364
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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
Consolidated

31 December 30 June
2006 2006
$000 $000

Rehabilitation costs ± opening balance 220 ±
± provision acquired on purchase of subsidiaries during period ± 397
± utilised during period ± (289)
± Exchange differences 12 (18)
± provision for period ± 130

±±±±±±±±±±± ±±±±±±±±±±±

Balance at end of period 232 220
Leave entitlements ± 24

±±±±±±±±±±± ±±±±±±±±±±±

232 244
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

18 Current liabilities ± Borrowings
Secured
Lease liabilities 205 76

±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Refer to note 20 for details of the security arrangements.

19 Non-current liabilities ± Provisions
Rehabilitation costs± opening balance 205 ±
± provision acquired on purchase of subsidiaries during period ± 216
± Finance costs 8 17
± Exchange differences (7) (28)

±±±±±±±±±±± ±±±±±±±±±±±

Balance at end of period 206 205
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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

20 Non-current liabilities ± Borrowings
Consolidated

31 December 30 June 
2006 2006
$000 $000

External borrowings
Secured
Secured loan * 3,062 ±
Lease liabilities 953 428

±±±±±±±±±±± ±±±±±±±±±±±

4,015 428
±±±±±±±±±±± ±±±±±±±±±±±

Unsecured
Other 414 ±

±±±±±±±±±±± ±±±±±±±±±±±

4,429 428
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Ultimate parent company borrowings
Subordinated loan from parent entity 24,132 20,925

±±±±±±±±±±± ±±±±±±±±±±±

24,132 20,925
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

* 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 denominated and attract an average interest of 11.83 per cent.
They are secured by moveable assets with a book value of $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 ± 1,741

±±±±±±±±±±± ±±±±±±±±±±±

Set-off against deferred tax assets ± 140
±±±±±±±±±±± ±±±±±±±±±±±

± 1,601
±±±±±±±±±±± ±±±±±±±±±±±

Movements
Opening balance 1,741 ±
Acquisition of subsidiaries ± 1,984
Credited to income statement (1,741) ±
Exchange differences ± (243)

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance ± 1,741
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Deferred tax liabilities to be settled after 12 months ± 1,741
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

22 Contributed equity
(a) Share capital

Consolidated
31 December 30 June 

2006 2006
$000 $000

Ordinary shares fully paid ± ±
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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:
Number of

Date Details Notes shares Issue price $000

10 June 2005 Incorporation share
issued to ultimate
parent company 1 $1.00 ±

±±±±±±±±±±± ±±±±±±±±±±±

30 June 2006 Balance 1 ±
±±±±±±±±±±± ±±±±±±±±±±±

31 December 2006 Balance 1 ±
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±
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23 Reserves and accumulated losses
(a) Reserves

Consolidated
31 December 30 June 

2006 2006
$000 $000

Foreign currency translation reserve
Opening balance 131 8
Currency translation differences 718 123

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 849 131
±±±±±±±±±±± ±±±±±±±±±±±

Subsidiary acquisition reserve
Opening balance ± ±
Cost of increased controlling interest in subsidiary 575 ±

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 575 ±
±±±±±±±±±±± ±±±±±±±±±±±

TOTAL 1,424 131
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

(b) Accumulated losses
Movements in accumulated losses/(retained profits) were as follows:
Balance at beginning of period 6,245 (605)
Net loss attributable to members of Dwyka Diamonds
Holdings Limited 12,010 6,850

±±±±±±±±±±± ±±±±±±±±±±±

Balance at end of period 18,255 6,245
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

(c) Nature and purpose of reserves

(i) Foreign currency translation reserve
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.

(ii) Subsidiary acquisition reserve
Payment made to increase the group's interest in a controlled entity.

24 Minority interest
Consolidated

31 December 30 June 
2006 2006
$000 $000

Outside equity interest comprises:
Reserves 91 91
Accumulated losses (91) (42)

±±±±±±±±±±± ±±±±±±±±±±±

± 49
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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 ± 17

±±±±±±±±±±± ±±±±±±±±±±±

35 33
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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 ± ±

±±±±±±±±±±± ±±±±±±±±±±±

Minimum lease payments 1,158 504
±±±±±±±±±±± ±±±±±±±±±±±

Represented by
Current (note 18) 205 76
Non-current (note 20) 953 428

±±±±±±±±±±± ±±±±±±±±±±±

1,158 504
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

27 Related party transactions

(a) 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.

(c) Transactions with related parties
The following transactions occurred with related parties:

31 December 30 June 
2006 2006
$000 $000

Loans received from ultimate parent entity
Opening balance 20,925 6,295
± Management fee charged to controlled entities in the Group 277 470
± cash advances to controlled entities in the Group 2,930 3,823
± parent company shares issued on behalf of a controlled

entity in the Group as part consideration to acquire a business unit ± 2,308
± parent company shares issued to be on behalf of a controlled

entity in the Group as part consideration to acquire a business unit ± 629
± transfer of loans from parent company as part of group reorganisation ± 6,887
± parent company shares issued on behalf of a controlled entity

in the Group in lieu of services ± 513
±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 24,132 20,925
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Loans advanced by controlled entity in the Group to associate
Opening balance 4,536 1,317
± cash advances from controlled entities in the Group 614 3,219
± loan incorporated into group account following increase

in equity in associate (5,150) ±
±±±±±±±±±±± ±±±±±±±±±±±

Closing balance ± 4,536
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

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 with De Beers Consolidated Mines Limited
(ªDe Beersº) 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 ªsmall minersº 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:

(a) 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 (1) 6
Impairment of goodwill 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)

±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow from/(used in) operating activities (1,130) 1,736
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Non-cash financing and investing activities
In the period to 30 June 2006 the ultimate parent entity issued 2,747,802 ordinary shares at
GBP0.35 ($0.84) on behalf of the Group to acquire 3 underground 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

±±±±±±±±±±± ±±±±±±±±±±±

85,754 129,099
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

* 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
±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

Total sales revenue 1,125 2,189 2,281 5,213 ± ± 3,406 7,402
Other revenue ± ± ± ± 138 535 138 535
Inter-segment revenue ± ± ± ± ± ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

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

Unallocated revenue 373 576 17 97
±±±±±±±± ±±±±±±±±

Total revenue 3,561 8,034
±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±±

Result
Segment result (10,227) (717) (1,491) (54) ± ± (11,718) (771)

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

Unallocated revenue net
of unallocated expenses (1,893) (6,152)

±±±±±±±± ±±±±±±±±

Loss before tax (13,611) (6,923)
Income tax benefit 1,601 140

±±±±±±±± ±±±±±±±±

Loss after tax (12,010) (6,783)
±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±±

Assets
Segment assets 5,176 11,894 4,940 1,845 ± ± 10,116 13,739

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

Unallocated assets 659 4,777
±±±±±±±± ±±±±±±±±

Total assets 10,775 18,516
±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±±
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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 ªpro forma
financial informationº) 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 7 148 ± ± 155

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

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

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

664 662 (450) 3,960 4,836
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total assets 3,290 4,338 6,942 3,960 18,530
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

LIABILITIES
Current liabilities 220 679 ± ± 899
Borrowings ± ultimate parent 
company ± 9,717 (9,717) ± ±
Non-current liabilities 433 1,866 ± ± 2,299

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total liabilities 653 12,262 (9,717) ± 3,198
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net assets\(liabilities) 2,637 (7,924) 16,659 3,960 15,332
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±
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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.

3. 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 goodwillº. 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 ± ªImpairment of Assetsº, 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.

4. 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

±±±±±±±±±
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)

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

±±±±±±±±±±±±±±±±±±

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.

5. 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).

6. No account has been taken of the financial performance of the Group since 31 March 2007, the financial performance
of the DDH Group since 31 December 2006, nor of any other event save as disclosed above.
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PART 6

ADDITIONAL INFORMATION

1. RESPONSIBILITY STATEMENTS
1.1 The Directors and the Proposed Directors of the Company, whose names appear on page 5 of

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

1.2 The directors of Dwyka Resources, being Edward Nealon, Melissa Sturgess, Adrian Griffin,
Terence McConnachie, Dr Evan Kirby and Michael Langoulant, accept responsibility,
individually and collectively, for the information contained in this document relating to Dwyka
Resources. To the best of the knowledge and belief of the directors of Dwyka Resources, who
have taken all reasonable care to ensure that such is the case, the information contained in this
document for which they are responsible is in accordance with the facts and does not omit
anything likely to affect the import of such information.

2. THE COMPANY
2.1 The Company was incorporated and registered in England and Wales under the 1985 Act with

registered number 05399993 on 21 March 2005 as a public company limited by shares with the
name of Kimberley Diamonds plc.

2.2 At an extraordinary general meeting of the Company held on 10 February 2006, the name of the
Company was changed to KimCor Diamonds plc.

2.3 On 20 April 2005, the Registrar of Companies issued to the Company a certificate to commence
business under section 117 of the Act.

2.4 The principal legislation under which the Company operates is the 1985 Act and the 2006 Act,
to the extent in force, and the liability of its members is limited.

2.5 The Company is domiciled in the United Kingdom.

3. THE COMPANY'S SHARE CAPITAL
3.1 The Company was incorporated with an authorised share capital of one hundred thousand

pounds (£100,000) divided into 100,000,000 ordinary shares of 0.1 pence each, of which two
were issued nil paid to the subscribers to the memorandum of association. On 6 April 2005, one
subscriber share was transferred to each of Martyn Churchouse and Michael Johnson and both
subscriber shares were paid up in full.

3.2 There have been the following changes in the Company's share capital since incorporation:

3.2.1 on 6 April 2005, Martyn Churchouse and Michael Johnson each subscribed for four
ordinary shares of 0.1 pence each at a subscription price of 0.1 pence per share.

3.2.2 by way of written resolutions passed on 6 April 2005, resolutions were passed,inter alia,
to:
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(a) increase the authorised share capital of the Company from one hundred thousand
pounds (£100,000) to two hundred and fifty thousand pounds (£250,000) by the
creation of 150,000,000 new ordinary shares of 0.1 pence each;

(b) consolidate every five ordinary shares of 0.1 pence each in the authorised and issued
capital of the Company into one ordinary share of 0.5 pence each;

(c) authorise the directors to allot relevant securities (as defined in section 80 of the
1985 Act) in the Company up to an aggregate nominal amount of two hundred and
forty nine thousand nine hundred and ninety nine pounds ninety nine pence
(£249,999.99), such authority to expire on the fifth anniversary of the date of the
resolution; and

(d) empower the directors to allot equity securities (as defined in section 94 of the 1985
Act) for cash as if section 89(1) of the 1985 Act did not apply to any such allotment,
such power limited to an aggregate nominal amount of two hundred and forty nine
thousand nine hundred and ninety nine pounds ninety nine pence (£249,999.99).

3.2.3 On 7 April 2005, the Company issued an aggregate of 12,699,998 Ordinary Shares at a
subscription price of 0.5 pence per share in respect of which 0.125 pence per share was
paid up at that time.

3.2.4 On 4 May 2005, the Company issued an aggregate of 2,950,000 Ordinary Shares at a
subscription price of 6 pence per share.

3.2.5 On 14 June 2005, the Company issued an aggregate of 6,270,000 Ordinary Shares at a
subscription price of 6 pence per share.

3.2.6 On 9 August 2005, the Company issued an aggregate of 17,000,000 Ordinary Shares
credited as paid up, at 6 pence per share, in consideration for the acquisition of the entire
issued share capital of Free State.

3.2.7 On 21 October 2005, the Company issued an aggregate of 2,240,000 Ordinary Shares at a
subscription price of 6 pence per share.

3.2.8 On 13 January 2006, the Board resolved to grant, subject to admission to trading on AIM,
options over 3,300,000 Ordinary Shares pursuant to the Share Option Plan exercisable at
15 pence per Ordinary Share:

Name of optionholder Options over Ordinary Shares

Martyn Churchouse 850,000
Manish Kotecha 850,000
Michael Johnson 850,000
Gordon Riddler 400,000
Roger Harris 250,000
Florin Cozmuta 100,000

3.2.9 At an extraordinary general meeting of the Company held on 2 February 2006,
resolutions were passed, in anticipation of the 2006 Admission, to:

(a) increase the authorised share capital from two hundred and fifty thousand pounds
(£250,000) to one million pounds (£1,000,000) by the creation of 150,000,000 new
Ordinary Shares;

(b) authorise the directors to allot relevant securities (as defined in section 80 of the
Act) in the Company up to an aggregate nominal amount of seven hundred and
ninety four thousand two hundred pounds (£794,200), such authority to expire on
the earlier of the date falling 18 months from the date of the passing of the
resolution and the next annual general meeting of the Company;

(c) authorise the directors to allot equity securities (as defined in section 94 of the 1985
Act) for cash as if section 89(1) of the 1985 Act did not apply to any such allotment,
such power to be limited to:

(i) the issue of up to 30,000,000 Ordinary Shares in connection with the 2006
Placing;
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(ii) issue of such number of Ordinary Shares as shall equal one per cent. of the
entire issued share capital of the Company immediately following the 2006
Admission pursuant to the grant of the Westhouse Option (as defined and
referred to in paragraph 17.10 below);

(iii) rights issues and other pre-emptive issues in favour of Shareholders; and

(iv) otherwise up to an aggregate nominal amount as shall equal 10 per cent. of
the Company's issued share capital immediately following the 2006
Admission

such power to expire on the earlier of the date falling 18 months from the date of
the passing of the resolution and the next annual general meeting of the Company;
and

(d) to adopt new articles of association of the Company.

3.2.10 At an extraordinary general meeting of the Company held on 14 March 2006 a resolution
was passed to authorise the directors to allot equity securities (as defined in section 94 of
the 1985 Act) for cash as if section 89(1) of the 1985 Act did not apply to any such
allotment provided that this power shall be limited to:

(a) the issue of up to 11,160,000 Existing Warrants in connection with the 2006
Placing;

(b) rights issues and other pre-emptive issues in favour of Shareholders; and

(c) otherwise up to an aggregate nominal amount as shall equal 10 per cent. of the
Company's issued share capital immediately following the date of the passing of the
resolution,

such power to expire on the earlier of the date falling 18 months from the date of the
passing of the resolution and the next annual general meeting of the Company.

3.2.11 On 18 April 2006, 833,333 Ordinary Shares were issued pursuant to an exercise of the
Existing Warrants.

3.2.12 On 28 July 2006, the Company granted options over 100,000 Ordinary Shares pursuant
to the Share Option Plan to Natalya Khaloshina, such options being exercisable at a price
of 14 pence per share which vest in thirds over the three year period from the date of
grant.

3.2.13 On 26 October 2006, at the annual general meeting of the Company, the following
resolutions concerning share capital were passed:

(a) the directors were authorised to allot relevant securities (within the meaning of
section 80 of the 1985 Act) up to an aggregate nominal amount of £105,800 for a
period expiring 15 months after the date of the passing of the resolution or the next
annual general meeting of the Company;

(b) the directors were authorised and empowered pursuant to section 95 of the 1985
Act to allot equity securities (within the meaning of section 94 of the 1985 Act) for
cash and/or sell or transfer shares held by the Company in treasury as if the pre-
emptive provisions of the 1985 Act did not apply, such authority being limited to
(a) allotments of equity securities pursuant to a rights issue or other pre-emptive
offer and (b) the allotment of equity securities and/or the sale or transfer of equity
securities held by the Company in treasury up to an aggregate amount of £15,870;
and

(c) to make market purchases of up to 6,348,000 Ordinary Shares subject to certain
conditions.

3.2.14 On 1 June 2007, 1,439,263 Ordinary Shares were issued to Coffee House Group, a
significant Shareholder of the Company, being the first tranche of a subscription made
by Coffee House Group pursuant to a subscription agreement dated 11 May 2007. The
Ordinary Shares were issued at a price of 8.685 pence per Ordinary Share representing a
10 per cent. discount to the Company's average closing mid-market price for the ten

78



business days ending 10 May 2007. The placing was disclosed as a related party
transaction pursuant to the AIM Rules.

3.2.15 On 2 July 2007, a further 1,439,263 Ordinary Shares were issued to Coffee House Group
at a price of 8.685 pence per share, being the second tranche of the subscription made by
Coffee House Group pursuant to the subscription agreement referred to above.

3.2.16 At the EGM, resolutions will be proposed to:

(1) approve the Acquisition for the purposes of Rule 14 of the AIM Rules;

(2) approve the Rule 9 Waiver;

(3) 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;

(4) authorise the Directors to allot Ordinary Shares pursuant to the 1985 Act;

(5) to disapply statutory pre-emption rights pursuant to the 1985 Act; and

(6) adopt new articles of association.

3.3 As at the date of this document, and immediately following Completion, the Company's
authorised and issued share capital is, and is expected to be, as follows:

As at the date Following Admission 
of this document and the Placing

Existing
Number of Number of

Nominal Ordinary Nominal Ordinary
Value Shares Value Shares

Authorised £1,000,000 200,000,000 £2,000,000 400,000,000
Issued and fully paid £335,959.295 67,191,859 £1,341,328 268,265,577

3.4 The balance of the authorised but unissued share capital of the Company immediately following
Admission, amounting to 131,734,423 Ordinary Shares, will remain unissued and unreserved
save for:

3.4.1 3,400,000 Ordinary Shares over which options have been granted pursuant to the Share
Option Plan as detailed in paragraph 3.2.8 and paragraph 3.2.12 above and further in
paragraph 12 below;

3.4.2 Ordinary Shares to be granted pursuant to the Westhouse Option;

3.4.3 10,326,667 Ordinary Shares to be issued subject to the exercise of the Existing Warrants;
and

3.4.4 Ordinary Shares to be issued subject to the exercise of the Strand Warrants and Montagu
Warrants.

3.5 Other than the Share Option Plan, the Westhouse Option, the Strand Warrants and Montagu
Warrants and save in connection with the Proposals, no share or loan capital of the Company is
proposed to be issued or is under option or agreed, conditionally or unconditionally, to be put
under option.

3.6 There are no shares in the capital of the Company currently in issue with a fixed date on which
entitlement to a dividend arises and there are no arrangements in force whereby future dividends
are waived or agreed to be waived.

3.7 Other than the Existing Warrants, share options issued under the Share Option Plan, the
Westhouse Option and the Strand Warrants there are no outstanding convertible securities
issued by the Company.

3.8 The provisions of section 89(1) of the 1985 Act (which, to the extent not disapplied pursuant to
section 95 of the 1985 Act, confer on the shareholders rights of pre-emption in respect of
allotments of equity securities which are, or are to be, paid up in cash) apply to the balance of

79



the authorised but unissued share capital except to the extent disapplied by the resolutions of the
Company referred to in paragraph 3.2.16 above.

3.9 The International Security Identification Number for the Ordinary Shares is
GBOOBOTNHV95 and the International Security Identification Number for the Existing
Warrants is GBOOBOZ9R664.

4. DWYKA DIAMONDS HOLDINGS
DDH was incorporated in the Republic of Mauritius pursuant to the Companies Act 2001 on 7 June
2005 as a private limited company holding a Category 2 Global Business Licence. The registered office
of DDH is Manor House, 1st Floor, CNR St George/Chazal Streets, Port Louis, Mauritius. Its one
issued share of 1 AUD is held by Dwyka Resources.

5. KIMCOR SUBSIDIARY UNDERTAKINGS
The Company acts as the holding company of the Group, the current principal activities of which are
acquiring and exploiting mineral and mining rights in South Africa. The following companies comprise
the Group, in addition to KimCor Diamonds:

Percentage of
Name of Country of No. of issued shares held Principal 
company incorporation issued Shares and voting power activity

Free State South Africa 1,000 ordinary 100 per cent. held General
shares of ZAR1 by the Company Mining
each

Koffiefontein South Africa 100 ordinary shares 69 per cent. held Exploration
Diamonds of ZAR1 each by the Company and mining
(Proprietary) 
Limited (ªKDPLº)
Anmic South Africa 1,000 ordinary 50 per cent. held Diamond 

shares of ZAR1 by Free State cutting and
each polishing

6. DDH SUBSIDIARY UNDERTAKINGS
Dwyka Resources is the holding company of DDH. The subsidiaries of DDH and their principal
activities are as follows:

Percentage of
Name of Country of No. of issued shares held Principal 
company incorporation issued Shares and voting power activity

Troon Investments Mauritius 2 ordinary shares 100 per cent. held Holding 
Limited (ªTroonº) of A$1 each by DDH company
Huntingdale Mauritius 2 ordinary shares 100 per cent. held Holding 
Investments Limited of A$1 each by DDH company
(ªHILº)
Tralee Investments Mauritius 2 ordinary shares 100 per cent. held Holding 
Limited (ªTraleeº) of A$1 each by DDH company
Dwyka Almasi Tanzania 2 ordinary shares 50 per cent. held Holding 
Limited (ªDwyka of TZ$ 1,000 each by DDH and 50 per company for
Almasiº) cent. held by Tralee prospecting,

exploring and
carrying 
out mining 
operations and
agricultural
and farming
activities
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Percentage of
Name of Country of No. of issued shares held Principal 
company incorporation issued Shares and voting power activity

Dwyka Tanzania Tanzania 100 ordinary shares 95 per cent. held Holding 
Limited of TZ$ 1,000 each by Dwyka Almasi company for

and 5 per cent. performance of
held by Willcroft obligations 
Company Limited under joint 

venture 
agreement

Superkolong South Africa 1,000 ordinary 35 per cent. held by Holding
Holdings (Proprietary) shares of ZAR1 HIL, 35 per cent. company for
Limited (ªSHPLº) each held by Troon and mining,

30 per cent. held by processing 
Kolong Investment and 

industrial 
projects,
assets and 
operations

Superkolong South Africa 200 ordinary 100 per cent. held To invest in 
Industrial (Proprietary) shares of ZAR1 by SHPL operational 
Limited (ªSIPLº) each and 

industrial 
companies

Superkolong Cement South Africa 100 ordinary 100 per cent. held To operate a
(Proprietary) Limited shares of ZAR1 by SIPL Kimberley 
(ªSCPLº) each based cement

business
Supermix Mining South Africa 3,902 ordinary 100 per cent. held Mining,
(Proprietary) Limited shares of ZAR1 by SIPL selling of the

each mined 
products and
aggregates, the 
manufacturing,
selling of
Readymix

Biz Afrika 546 South Africa 242 ordinary shares 100 per cent. held General trading 
(Proprietary) Limited of ZAR1 each by HIL in all respects
Superkolong Bricks South Africa 100 ordinary shares 100 per cent. held To operate a 
(Proprietary) Limited of ZAR1 each by SIPL Kimberley based

bricks business
Superkolong South Africa 100 ordinary shares 100 per cent. held Mining and 

of ZAR1 each by SHPL related activities
Dwyka Diamonds South Africa 101 ordinary shares 100 per cent. held To operate as an
SA (Proprietary) of ZAR1 each by SHPL investment 
Limited (ªDDSPº) company and all 

business allied 
thereto as 
principal

Basfour 2624 South Africa 100 ordinary shares 100 per cent. held To undertake
(Proprietary) Limited of ZAR1 each by DDSP financial

intermediation
except insurance
and pension
funding
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Percentage of
Name of Country of No. of issued shares held Principal 
company incorporation issued Shares and voting power activity

Bellsbank Mining South Africa 4,000 ordinary shares 100 per cent. held To operate
Number One of ZAR1 each by DDSP mining and
(Proprietary) Limited related activities
Kophia Diamonds South Africa 200 ordinary shares 100 per cent. held To operate
(Proprietary) Limited of ZAR1 by DDSP mining and

related activities

7. MEMORANDUM AND ARTICLES OF ASSOCIATION
In this paragraph 7, ªStatutesº means the Act and every other statute or statutory instrument, rule,
order or regulation from time to time in force concerning companies so far as they apply to the
Company.

7.1 Memorandum of association
The objects of the Company are set out in clause 4 of the Company's memorandum of
association and its principal objects are, among others, to carry on business as a general
commercial company and to do all such things as are incidental or conducive to the carrying on
of any trade or business by it.

7.2 Articles of association
The articles of association of the Company (ªArticlesº), which were adopted by special
resolution dated 2 February 2006, contain provisions, among others, to the following effect:

7.2.1 Voting rights
(a) Subject to any special terms as to voting upon which any share may be issued, or

may be held, and subject to the provisions of the Articles, on a show of hands every
member of the Company (ªMemberº) present in person and entitled to vote shall
have one vote and on a poll every Member present in person or by proxy and
entitled to vote shall have one vote for every share of which he is the holder.

(b) No Member is entitled to be present or to be counted in the quorum or vote, either
in person or by proxy, at any general meeting or at any separate meeting of the
holders of a class of shares or on a poll or to exercise other rights conferred by
membership in relation to the meeting or poll, unless all calls or other moneys due
and payable in respect of the Member's share or shares have been paid.

(c) Where a notice is served by the Company under section 793 of the 2006 Act (a
ªdisclosure noticeº) on a Member, or another person appearing to be interested in
shares held by that Member, and the Member or other person has failed in relation
to any shares (the ªdefault sharesº which expression includes any shares issued after
the date of the disclosure notice in respect of those shares) to give the Company the
information required within 14 days from the date of service of the disclosure notice
then, unless the Board otherwise decides, the Member is not entitled in respect of
the default shares to be present or to vote (either in person or by proxy) at a general
meeting or at a separate meeting of the holders of a class of shares or on a poll or
to exercise other rights conferred by membership in relation to the meeting or poll.

7.2.2 Dividends
(a) Except as otherwise provided by the rights attached to shares, all dividends shall be

declared and paid according to the amounts paid up on the shares in respect of
which the dividend is declared and paid. Dividends shall be apportioned and paid
proportionately to the amounts paid up on the shares during any portion or
portions of the period in respect of which the dividend is paid.
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(b) Any dividend which has remained unclaimed for a period of 12 years from the date
it became due for payment is forfeited and ceases to remain owing by the Company.

(c) Where a disclosure notice is served on a Member, or another person appearing to
be interested in shares held by that Member, and the Member or other person has
failed in relation to any default shares to give the Company the information
required within 14 days of the service of the disclosure notice and the default shares
represent at least 0.25 per cent. in nominal value of the issued shares of their class
then, unless the Board otherwise decides, any dividend (or any part of a dividend)
or other amount payable in respect of the default shares shall be withheld by the
Company, which has no obligation to pay interest on it and the Member is not
entitled to elect to receive shares instead of a dividend.

7.2.3 Distribution of assets on a winding up
If the Company shall be wound up (whether the liquidation is voluntary, under
supervision or by the Court) the liquidator may, with the authority of an extraordinary
resolution and any sanction required by law, divide among the Members in kind the whole
or any part of the assets of the Company and whether or not the assets consist of property
of one kind or of different kinds and may for this purpose set such value as he deems fair
on any class or classes of property and may determine on the basis of that valuation and
in accordance with the then existing rights of Members how such division shall be carried
out as between the Members or different classes of Members. The liquidator may, with the
same authority, vest any part of the assets in the trustees upon such trust for the benefit
of Members as the liquidator may think fit but so that no member shall be compelled to
accept any asset in respect of which there is a liability or potential liability.

7.2.4 Purchase of own shares
Subject to the Statutes, the Company may purchase its own shares (including any
redeemable shares) or enter into such agreement (contingent or otherwise) in relation to
the purchase of its own shares on such terms and in such manner as may be permitted by
the Statutes.

7.2.5 Variation of class rights
Subject to the Statutes, the rights attached to any class of shares may be modified, varied
or abrogated:

(a) in such manner (if any) as may be provided by those rights; or

(b) in the absence of provision, either with the consent in writing of the holders of at
least three fourths in nominal value of the issued shares of the class or with the
sanction of an extraordinary resolution passed at a separate meeting of the holders
of that class and then only subject to the provisions of section 127 of the 1985 Act.

7.2.6 Transfer of shares
(a) Subject to the provisions of the Articles, any Member may transfer all or any of his

certificated shares by instrument of transfer in any usual form or in such other form
as the Board may approve and the instrument must be executed by or on behalf of
the transferor and (except in the case of a share which is fully paid up) by or on
behalf of the transferee but need not be under seal. The transferor is deemed to
remain the holder of the share until the name of the transferee is entered in the
register of Members in respect of it.

(b) Subject to the following paragraph, the board may refuse to register a transfer of a
certificated share unless it is:

(i) in respect of only one class of shares;

(ii) in favour of not more than four joint transferees;

(iii) in respect of a fully paid share;

(iv) duly stamped (if required); and

83



(v) delivered for registration to the registered office of the Company from time
to time or such other place as the Board may decide accompanied by the
certificate for the shares to be transferred (save in the case of a transfer by a
recognised person to whom no certificate was issued) and such other evidence
as the Board may reasonably require to prove the title of the transferor and
the due execution by him of the transfer or, if the transfer is executed by some
other person on his behalf, the authority of that person to do so. The Board
may impose restrictions on the transfer of a certificated share which is not
fully paid, provided that the restrictions are not such as to prevent dealings
in the shares from taking place on an open and proper basis.

(c) Subject to the CREST Regulations, the Board may permit shares of any class to be
held in uncertificated form and to be transferred by means of a relevant system and
may determine that any class of shares shall cease to be a participating security.

(d) Other than as set out above, the Articles contain no restrictions as to the free
transferability of fully paid shares.

7.2.7 Alterations to capital
The Company may by ordinary resolution:

(a) increase its authorised share capital by a sum to be divided into shares of an
amount prescribed by the resolution;

(b) consolidate and divide all or any of its authorised share capital into shares of a
larger amount or smaller amount than its existing shares;

(c) cancel any authorised shares which at the date of the passing of the resolution have
not been taken or agreed to be taken by any person and diminish the amount of its
authorised share capital by the amount of the shares so cancelled; and

(d) subject to the Statutes, sub-divide all or any of its shares into shares of a smaller
amount and may by the resolution determine that the shares resulting from such
sub-division may have any preferred or other special rights or be subject to any
restrictions, as compared with the others.

Subject to the Statutes and to the rights attached to existing shares, the Company may by
special resolution reduce its share capital, any capital redemption reserve fund or any
share premium account in any manner.

7.2.8 Borrowing powers
The Board may exercise all the powers of the Company to borrow money. The Board shall
restrict the borrowings of the Company and exercise all voting and other rights or powers
of control exercisable by the Company in relation to its subsidiary undertakings so as to
secure (as regards subsidiary undertakings so far as by such exercise they can secure) that
the aggregate principal amount (including any premium payable on final repayment)
remaining undischarged of all moneys borrowed by the Group does not at any time
without the previous sanction of an ordinary resolution exceed a sum equal to three times
the aggregate of:

(a) the amount paid up on the allotted or issued share capital of the Company; and

(b) the amount standing to the credit of the consolidated capital and revenue reserves
of the Company (including any share premium account and capital redemption
reserve) plus or minus the credit or debit balance, as the case may be, of the
consolidated profit and loss account all as shown in the then latest audited
consolidated balance sheet of the Company, adjusted as specified in the Articles.

7.2.9 Directors
(a) Unless and until otherwise determined by the Company by ordinary resolution the

number of directors must not be fewer than two. The directors may appoint a
person who is willing to act to be a director, either to fill a vacancy or as an addition
to the directors. A director so appointed shall hold office only until the dissolution
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of the annual general meeting following next after his appointment, unless he is
reappointed during the meeting. A director so retiring shall not be taken into
account in determining the number of directors who are to retire by rotation at such
meeting. Each director shall retire from office at the third annual general meeting
after the annual general meeting at which he was last elected.

(b) The remuneration of a director appointed to hold employment or executive office
in accordance with the Articles may be a fixed sum of money or in whole or in part
by participation in profits or otherwise as the directors may determine (but may not
exceed £100,000 in aggregate) and may be in addition to or instead of a fee payable
to him for his services as director pursuant to the Articles. The directors are entitled
to be repaid all reasonable travelling, hotel and other expenses properly incurred by
them in the performance of their duties as directors, including their expenses of
travelling to and from meetings of the directors or committees of the directors or
general meetings or separate meetings of the holders of a class of shares and any
expenses incurred by them in obtaining independent professional advice.

(c) The directors may establish, maintain, participate in or contribute to or procure the
establishment or maintenance of, participation in or contribution to any pension,
superannuation, benevolent or life assurance fund, scheme or arrangement
(whether contributory or otherwise) for the benefit of, and give or procure the
giving of donations, gratuities, pensions, allowances, benefits and emoluments to,
any persons who are or were at any time in the employment or service of or who
have at any time been directors of the Company or of any company which is or was
a member of the Group or any of their predecessors in business (and for any
member of his family, including a spouse or former spouse or a person who is or
was dependent on him). Any director or former director shall be entitled to
participate in and retain for his own benefit any such donations, gratuities, pensions,
allowances, benefits or emoluments. The directors may arrange for this to be done
by the Company either alone or in conjunction with any other person.

(d) Without prejudice to the requirements of the Statutes, a director who is in any way,
directly or indirectly, interested in a contract, arrangement, transaction or proposal
with the Company shall declare the nature of his interest at the meeting of the
directors at which the question of entering into the contract, arrangement,
transaction or proposal is first taken into consideration, if he knows his interest
then exists, or, in any other case, at the next meeting of the directors after he knows
that he is or has become interested.

(e) Except as provided in the Articles, a director may not vote in respect of any
contract, arrangement, transaction or proposal to which the Company is or is to be
a party and in which he is, to his knowledge, materially interested, directly or
indirectly otherwise than by virtue of his interest in shares or debentures or other
securities of or otherwise in or through the Company. This prohibition does not
apply to any resolution concerning any of the following matters namely:

(i) the giving to him of a guarantee, security or indemnity in respect of money
lent or obligations incurred by him or by any other person at the request of
or for the benefit of the Company or any of its subsidiary undertakings;

(ii) the giving to a third party of a guarantee, security or indemnity in respect of
a debt or obligation of the Company or any of its subsidiary undertakings
for which he himself has assumed responsibility, in whole or in part, under a
guarantee or indemnity or by the giving of security;

(iii) a contract, arrangement, transaction or proposal concerning an offer of
shares or debentures or other securities of or by the Company or any of its
subsidiary undertakings for subscription or purchase in which offer he is or
may be entitled to participate as a holder of securities or in the underwriting
or sub-underwriting of which the director is to participate;

(iv) a contract, arrangement, transaction or proposal to which the Company is or
is to be a party concerning any other company in which he is interested
directly or indirectly and whether as an officer or shareholder or otherwise
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(relevant company) if he is not directly or indirectly the holder of or
beneficially interested in one per cent., or more of a class of equity share
capital of the relevant company (excluding any shares held as treasury shares)
or of the voting rights available to members of the relevant company or able
to cause one per cent., or more of those voting rights to be cast at his
direction;

(v) a contract, arrangement, transaction or proposal for the benefit of employees
of the Company or any of its subsidiary undertakings under which the
director benefits in a similar manner to the employees and which does not
accord to any director as such any privilege or benefit not accorded to the
employees to whom it relates; or

(vi) a contract, arrangement, transaction or proposal concerning the
maintenance or purchase of any insurance policy for the benefit of directors
or for the benefit of persons including directors.

7.2.10General Meetings
(a) At least 21 clear days' notice of every annual general meeting and of every

extraordinary general meeting at which it is proposed to pass a special resolution
and at least 14 clear days' notice of every other extraordinary general meeting shall
be given, to such Members as are, under the Articles, or the terms of issue of shares,
entitled to receive such notices from the Company and to the Directors and the
Auditors.

(b) Notice of a general meeting shall be sent to a person in writing.

8. THE INTERESTS OF DIRECTORS AND PROPOSED DIRECTORS
8.1 The interests of the Directors and the Proposed Directors (all of which are unless otherwise

stated beneficial) in the issued share capital of the Company as at the date of this document and
immediately following Admission, such interests being those which are required to be notified by
each Director to the Company under the DTRs, including the interests of persons connected
with the Director within the meaning of section 346 of the 1985 Act, the existence of which is
known or which could, with reasonable diligence, be ascertained by a director are, and will be,
as follows:

Prior to Placing Following Placing
and Admission and Admission

Percentage Percentage
Number of of issued Number of of issued

Ordinary ordinary Ordinary ordinary
Director Shares share capital Shares share capital

Martyn Churchouse1 8,750,000 13.0 8,750,000 3.3
Gordon Riddler 150,000 0.2 150,000 0.1
Manish Kotecha 400,000 0.6 400,000 0.1
Roger Harris NIL NIL NIL NIL
Melissa Sturgess NIL NIL NIL NIL
Cedric Bredenkamp NIL NIL NIL NIL
1including beneficial ownership of shares held by International Mining Finance Group Limited and shareholding of
Heather Churchouse

8.2 Save as set out in paragraphs 3.2.8 and 8.1 above, following Admission no Director will, and no
person connected with a Director or Proposed Director is expected to, have any interest in the
share capital of the Company.
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8.3 As at 20 August 2007 (being the latest practicable date prior to publication of this document)
insofar as is known to the Company, no person or persons, other than as set out in paragraph
8.1 above and directly below, are or will, immediately following the Placing and Admission, be
interested, directly or indirectly, (as defined in the DTRs) in three per cent. or more of the capital
of the Company:

Prior to Placing Following Placing
and Admission and Admission

Percentage Percentage
Number of of issued Number of of issued

Ordinary ordinary Ordinary ordinary
Shareholder Shares share capital Shares share capital

Coffee House Group Limited 11,878,526 17.68 11,878,526 4.43
Credit Suisse Client Nominees (UK) 
Limited 6,000,000 8.93 6,000,000 2.24
HSBC Global Custody Nominee (UK) 
Limited 5,341,500 7.95 5,341,500 1.99
Michael Johnson 4,300,000 6.40 4,300,000 1.60
Metal Resources Limited 3,450,000 5.13 3,450,000 1.29
SVS (Nominees) Limited 3,449,500 5.13 3,449,500 1.29
Rene Nominees (IOM) Limited 3,333,333 4.96 3,333,333 1.24
Pershing Keen Nominees Limited 2,975,000 4.43 2,975,000 1.11
Dwyka Resources Limited Nil Nil 134,383,718 50.09
Montagu Nil Nil 32,300,000 12.04

8.4 As at 20 August 2007 (being the latest practicable date prior to publication of this document)
save as disclosed in this paragraph 8, the Company is not aware of any person or persons who,
directly or indirectly, jointly or severally, at the date of this document, or immediately following
Admission, owns or controls the Company nor is the Company aware of any arrangements that
may at a subsequent date result in a change of control of the Company.

8.5 The Company's major shareholders do not have different voting rights.

8.6 No Director or Proposed Director or member of a Director's or a Proposed Director's family
has any financial product whose value in whole or in part is determined directly or indirectly by
reference to the price of the Ordinary Shares.

8.7 Related Party Transactions
The Company entered into a subscription agreement dated 11 May 2007 with Coffee House
Group pursuant to which Coffee House Group agreed to subscribe for 2,878,526 Ordinary
Shares for a total consideration of £250,000 (ªSubscriptionº). In accordance with the terms of
the agreement, the subscription was made in two tranches, with £125,000 being invested on each
of 1 June and 2 July 2007. The agreement contained limited warranties on the part of the
Company and the Subscription monies have been applied for the purpose of funding certain
capital projects and in providing working capital. The Company disclosed the transaction as a
related party transaction pursuant to the AIM Rules and released an RNS announcement on 15
May 2007 in this regard. The Board, having consulted with Strand Partners, confirmed that the
terms of the transaction were fair and reasonable.
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9. ADDITIONAL INFORMATION ON THE DIRECTORS AND THE PROPOSED
DIRECTORS

9.1 Other than their directorships in the Company or subsidiaries within the Enlarged Group, the
directorships and interests in partnerships currently held by the Directors and the Proposed
Directors and held over the five years preceding the date of this document are as follows:

Director Current Directorships Past Directorships

Gordon Riddler Maghreb Algeria Limited Crediton Minerals Limited
Maghreb Minerals plc Mineral Industry Research 

Organisation Limited
Minmet plc
Tiger Resource Finance plc

Martyn Churchouse Iberian Mining Limited None
Manish Kotecha Caledon Overseas Holdings Currency Talk plc

Limited Oriel Resources plc
Roger Harris Toll Resources Limited GTL Resources plc

Lodestone Capital Ventures 
Limited
CD Private Equity Natural
Resources Fund Limited
EXCGS limited
Bohemia Mineral Industries Plc

Melissa Sturgess Dwyka Resources Limited Candlestick Pty Limited
Churchill Mining Plc Diamix Plc
Kirkwood Resources Limited NKWE Platinum (Australia) Pty 
Sylvania Resources Limited Limited
Vail Capital Pty Limited Washington Resources Limited
Vicorp Pty Limited
Bezant Resources plc

Cedric Bredenkamp Dwyka Diamonds SA (Pty) Karinyup Holdings Ltd
Limited Kohinoor Mining International 
Bredie Trading Limited Ltd
JJS & L Mining (2000) (Pty) Ltd Damantif Delwery (Pty) Ltd
Copper Sunset Trading 136 (Pty)
Ltd
Highland Resources (Pty) Ltd
Samber Trading No 103 (Pty) Ltd
Samber Trading No 104 (Pty) Ltd

9.2 Save as disclosed above, none of the Directors or the Proposed Directors has:

9.2.1 any unspent convictions in relation to indictable offences;

9.2.2 had a bankruptcy order made against him or made an individual voluntary arrangement;

9.2.3 been a director of a company which has been placed in receivership, compulsory
liquidation, creditors' voluntary arrangement or made any composition or arrangement
with its creditors generally or of any class of its creditors whilst he was a director of that
company or within 12 months after he ceased to be a director of that company;

9.2.4 been a partner in a partnership which has been placed in compulsory liquidation,
administration or made a partnership voluntary arrangement whilst he was a partner in
that partnership or within 12 months after he ceased to be a partner in that partnership;

9.2.5 had any asset placed in receivership or any asset of a partnership in which he was a partner
placed in receivership whilst he was a partner in that partnership or within 12 months after
he ceased to be a partner in that partnership; or

9.2.6 been publicly criticised by any statutory or regulatory authority (including recognised
professional bodies) or disqualified by a court from acting as a director of a company or
from acting in the management or conduct of the affairs of any company,
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9.3 No Director or Proposed Director has or has had any interest, whether direct or indirect, in any
transaction which is or was of an unusual nature, contains or contained unusual terms or is or
was effected during the Company's current or immediately preceding financial year, or which was
effected during any earlier financial year of the Company and remains in any respect
outstanding or un-performed.

9.4 No loans or guarantees have been granted or provided to or for the benefit of the Directors or
the Proposed Directors by the Company.

9.5 Other than is detailed in paragraph 17.3 of this Part 6, there have been no transactions entered
into with a Director or Proposed Director or someone related to a Director or Proposed
Director.

10. DIRECTORS' SERVICE AND CONSULTANCY AGREEMENTS AND EMOLUMENTS
The Directors have entered into service or consultancy agreements with the Company as follows:

10.1 Manish Kotecha
Manish Kotecha was appointed as a director and company secretary of the Company on
13 January 2006, and as finance director of the Company with effect from the 2006 Admission
by a service agreement dated 27 February 2006. His service agreement is terminable on three
months' notice in writing by the Company or three months' notice in writing by Manish
Kotecha. The agreement provides that Manish Kotecha will work 2.5 days per week and is
entitled to thirty seven thousand five hundred pounds (£37,500) per annum payable in 12 equal
instalments in arrears. The Company reserves the right to pay Manish Kotecha salary in lieu of
notice. Under the terms of the agreement, KimCor provides medical benefits insurance and
private health insurance for Manish Kotecha throughout the term of his employment. Manish
Kotecha is entitled to 90 days' paid sick leave in any 12 month period of employment and shall
also be eligible, at the discretion of the Board, to participate in such share option schemes as may
be introduced by the Company from time to time. Save as referred to above, there are no
provisions for compensation in the event of termination of the employment agreement. Manish
Kotecha will retire from the Board on Completion.

10.2 Martyn Churchouse
Martyn Churchouse was appointed as a director of the Company on 21 March 2005 and as
Chief Executive Officer of the Company with effect from the 2006 Admission by a service
agreement dated 27 February 2006. His service agreement is terminable on 12 months' notice in
writing by the Company or 12 months' notice in writing by Martyn Churchouse. The agreement
provides that Martyn Churchouse is entitled to a salary of one hundred and twenty five
thousand pounds (£125,000) per annum payable in 12 equal instalments in arrears. The
Company reserves the right to pay Martyn Churchouse salary in lieu of notice. KimCor provides
medical benefits insurance and private health insurance for Martyn Churchouse throughout the
term of his employment. Martyn Churchouse is entitled to 90 days' paid sick leave in any
12 month period of employment and will also be eligible, at the discretion of the Board, to
participate in such share option schemes as may be introduced by the Company from time to
time. Save as referred to above, there are no provisions for compensation in the event of early
termination.

10.3 Gordon Riddler
Gordon Riddler was appointed as a director of the Company on 21 March 2005, and as a non-
executive director of the Company with effect from the 2006 Admission by a letter of
appointment dated 27 February 2006. His appointment was for an initial term of one year and
now continues unless terminated by either party giving not less than one month's written notice
to the other party. The letter provides that he is entitled to a fee of twenty thousand pounds
(£20,000) per annum together with the reimbursement of all reasonable travelling and other out
of pocket expenses. Gordon Riddler will retire from the Board on Completion.
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10.4 Roger Harris
Roger Harris was appointed as a director on 13 January 2006 and as a non-executive director of
the Company with effect from the 2006 Admission by a letter of appointment dated 27 February
2006. His appointment was for an initial term of one year and now continues unless terminated
by either party giving not less than one month's written notice. The letter provides that he is
entitled to a fee of twenty thousand pounds (£20,000) per annum together with the
reimbursement of all reasonable travelling and other out of pocket expenses.

The Proposed Directors will enter into the following service agreements conditional on Admission:

10.5 Melissa Sturgess
Melissa Sturgess will be appointed as the non-executive chairman of the Company under a letter
of appointment at Admission. Her appointment is for an initial term of 12 months commencing
on the date of Admission unless terminated earlier by either party by giving one month's written
notice. The letter of appointment provide that she is entitled to a fee at the rate of £20,000 per
annum together with the reimbursement of all reasonable travelling and other out of pocket
expenses. Standard terms of confidentiality, compliance with the AIM Rules and notification of
other directorships also apply to her provision of services.

10.6 Cedric Bredenkamp
Cedric Bredenkamp will enter into a new service agreement at Admission appointing him as
managing director of Superkolong (Proprietary) Limited (ªSPLº) and will have day-to-day
responsibility for the South African operations. In addition, Mr Bredenkamp will enter into a
separate engagement letter with KimCor appointing him as managing director. His employment
will continue unless and until terminated by either party giving to the other not less than six
months written notice or at the discretion of SPL by payment of salary in lieu of notice. SPL,
for circumstances including gross misconduct, fraud or disqualification due to bankruptcy, may
terminate the service agreement immediately. The service agreement provides that SPL will pay
him a salary of £50,000 per annum to be reviewed annually by SPL together with the
reimbursement of all reasonable travelling and accommodation expenses in connection with his
provision of services. SPL shall also pay subscriptions for medical benefits insurance scheme and
a permanent health insurance scheme.

10.7 Save as provided in paragraphs 10.1 to 10.6 above, there are no existing or proposed service
agreements between any of the Directors or Proposed Directors and any member of the Group
in the last 6 months.

10.8 It is estimated that under arrangements currently in force, the aggregate remuneration and
benefits in kind to be paid to the Directors and the Proposed Directors for the financial period
ending 31 March 2008 will be two hundred and five thousand eight hundred and thirty three
pounds (£205,833).

10.9 The Group has a total of 54 employees (as at the date of this document), of which 6 are based
at its registered office in London. The remaining 48 are based at the Bellsbank project site and
undertake both the administration and maintenance of the Bellsbank project. Following
Completion the number of employees based in South Africa will be reduced by 5.

10.10 DDH has 356 employees, all of whom are based in South Africa.

11. EXISTING WARRANTS
11.1 By a resolution of the Board passed on 16 February 2006, the Company adopted a warrant

instrument dated 16 February 2006, pursuant to which the Company issued 11,160,000 Existing
Warrants to participants in the 2006 Placing, conditional on:

11.1.1 admission of the Existing Warrants to trading on AIM; and

11.1.2 authority being given by the Shareholders to the Directors to issue the Existing Warrants
pursuant to section 95 of the 1985 Act as if section 89(1) did not apply.
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11.2 The principal terms of the Existing Warrant instrument are as follows:

11.2.1 each Existing Warrant will entitle the holder to subscribe for one new Ordinary Share at
a subscription price of 18.75 pence per Ordinary Share and may be exercised at any time
up to and including the second anniversary of the 2006 Admission;

11.2.2 Ordinary Shares issued on the exercise of the Existing Warrants will not rank for any
dividend or other distribution declared, made or paid in respect of any financial year
earlier than that current at the date of exercise but, subject to this, will rank in full for all
dividends and other distributions declared or made in the current financial year. In all
other respects the Ordinary Shares issued on the exercise of the Existing Warrants shall
rank pari passuwith the Ordinary Shares then in issue;

11.2.3 the Existing Warrant Instrument contains provisions for adjustment to the number of
Ordinary Shares for which the holders of Existing Warrants are entitled to subscribe
upon capitalisation of reserves and for appropriate adjustments to the subscription price
on a rights issue or on a subdivision or consolidation of share capital. Any offer or
invitation by the Company to the holders of its ordinary share capital shall apply to the
holders of the Existing Warrants;

11.2.4 so long as any of the subscription rights under the Existing Warrants remain exercisable
the Company will not without such sanction as is required for a modification of the rights
of the holders of Existing Warrants:

(a) issue any securities by way of capitalisation of reserves, share premium or
undistributed profits other than Ordinary Shares credited as fully paid up;

(b) issue any equity share capital which as regards rights to voting, dividends or capital
have more favourable rights than those attached to the Ordinary Shares in issue at
the date of issue of the Existing Warrants;

(c) modify the rights attached to the Ordinary Shares or modify the rights attached to
any class of shares other than the Ordinary Shares so that it has rights more
favourable than those attached to the Ordinary Shares;

(d) issue any Ordinary Shares credited as fully paid by way of a capitalisation of profits
or reserve or issue shares at a discount to nominal value; and

(e) reduce its share capital (except as authorised by the 1985 Act).

11.2.5 Existing Warrants are transferable in respect of entitlements to subscribe for multiples of
Ordinary Shares, by instrument of transfer in the usual common form or in any form
approved by the Directors including in uncertificated form.

11.2.6 The rights of the holders of Existing Warrants may be altered or abrogated with the
sanction of an extraordinary resolution of the holders of Existing Warrants passed by a
majority of not less than three quarters of the votes cast.

11.3 As at the date of this document, Existing Warrants over 833,333 Ordinary Shares have been
exercised as referred to in paragraph 3.2.11 above.

12. SHARE OPTION PLAN
12.1 Administration

The Company's Board is responsible for administering the Share Option Plan.

12.2 Grant of options and eligibility
Options to acquire shares in the Company may be granted under the Share Option Plan to any
employee or director of the Company or any person who provides services to any company in
the Group by way of a consultancy or agency or similar agreement.

12.2.1 Period for the grant of options
Options may be granted under the Share Option Plan at any time at the discretion of the
Board.
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12.2.2 Exercise price
The option exercise price per Ordinary Share is determined by the Board but will be no
less than the nominal value of the Ordinary Shares where the exercise of the option is
capable of being satisfied by the issue of new Ordinary Shares.

12.2.3 Plan limits
The number of Ordinary Shares issued or issuable (or transferred or transferable from
treasury) pursuant to options granted under the Option Plan when aggregated with the
number of Ordinary Shares issued or issuable (or transferred or transferable from
treasury) under all other employee share plans adopted by the Company may not exceed
10 per cent. of the Company's issued Ordinary Share capital at the date of grant.

12.3 Exercise and lapse of options
12.3.1 General position

(a) An option is normally exercisable between the date of vesting and ten years from
the date of grant.

(b) Options will normally vest (to the extent that the optionholder remains employed
within the Group on the relevant date) and become exercisable as follows:

(i) as to one third (1/3) of the Ordinary Shares over which the option is
originally granted (rounded up to the nearest whole number), from the first
anniversary of the date of grant (i.e. in the case of the initial grant of options
from the first anniversary of the date of the 2006 Admission);

(ii) as to one third (1/3) of the Ordinary Shares over which the option is
originally granted (rounded up to the nearest whole number), from the
second anniversary of the date of grant; and

(iii) as to the remainder, on the third anniversary of the date of grant.

12.3.2 Special circumstances
Options will normally lapse three months from the date of cessation of employment
(other in the case of the death of a participant where the option will lapse 12 months from
the date of death). Outstanding options will become exercisable in full in the case of a
takeover of the company or certain other corporate events.

12.3.3 Variations of share capital
On certain variations of the ordinary share capital of the Company the Directors may
adjust the exercise price, class and the number of Ordinary Shares subject to subsisting
options.

12.3.4 Amendment
The Board may amend the Share Option Plan from time to time at its absolute discretion.

12.3.5 Termination
The Share Option Plan will terminate ten years after it is adopted by the Company, or
earlier in certain circumstances.

13. TAXATION
The following statements are intended only as a general guide to the current tax position under UK
taxation law and HM Revenue & Customs practice. An investor who is in any doubt as to his or her
tax position or is subject to tax in any jurisdiction other than the UK should consult his or her
professional adviser without delay.

13.1 United Kingdom taxation
13.1.1 The statements set out below are general in nature and are intended only as a general

guide to certain aspects of current UK law and HM Revenue & Customs practice and
apply only to certain categories of persons. The summary does not purport to be a
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complete analysis of all the potential tax consequences of acquiring, holding and
disposing of Ordinary Shares and only relates to the position of shareholders who are the
beneficial owners of their Ordinary Shares and who hold their Ordinary Shares as
investments; in particular it does not address the position of certain classes of
shareholders, such as dealers in securities.

13.1.2 Prospective purchasers of Ordinary Shares who are in any doubt about their tax position,
and in particular those who are subject to taxation in any jurisdiction other than the UK,
are strongly recommended to consult their own tax advisers concerning the tax
consequences of the acquisition, ownership and disposal of Ordinary Shares.

13.1.3 This summary is based upon UK law and HM Revenue & Customs practice as of the date
of this document. UK law and HM Revenue & Customs practice may be subject to
change, possibly with retroactive effect.

13.2 Dividends
13.2.1 No tax is withheld on dividends paid by the Company.

13.2.2 In respect of dividends on Ordinary Shares, individual shareholders who are resident in
the UK for tax purposes are entitled to a tax credit at the rate of one ninth of the cash
dividend or 10 per cent. of the aggregate of the cash dividend and the associated tax
credit. Dividend income will be treated as the top slice of an individual's income.
Shareholders receiving dividends will be liable to income tax (if at all) on the aggregate of
the dividend and the associated tax credit at, in the case of starting and basic rate
taxpayers, the rate (of ten per cent.) or, in the case of higher rate taxpayers, the rate (of
32.5 per cent. in 2004-2005). The tax credit is offset against the total income tax liability.
Taxpayers who, after taking into account dividend income, are liable to UK income tax
at only the starting or basic rate will have no further liability to income tax. Higher rate
taxpayers will, after taking into account the tax credit, have an additional tax liability of
25 per cent. of the cash dividend.

13.2.3 No repayment of the tax credit in respect of dividends can be claimed by a UK resident
Shareholder.

13.2.4 Subject to certain exceptions for some insurance companies, UK tax resident corporate
shareholders are not (unless carrying on a trade of dealing in shares) liable to UK
corporation tax or income tax in respect of dividends.

13.2.5 Non-UK resident shareholders and shareholders subject to tax in a jurisdiction other
than the UK should consult an appropriate professional adviser concerning their
liabilities to tax on dividends received and the effect of the above changes for them.

13.3 Taxation of chargeable gains
A disposal of all or any part of a holding of Ordinary Shares may, depending on the
shareholder's individual circumstances, give rise to a liability to pay UK taxation on chargeable
gains. Individuals, personal representatives and trustees resident or ordinarily resident for tax
purposes in the UK may be entitled to business asset taper relief which has the effect of reducing
the chargeable gain. Corporate shareholders are not entitled to taper relief but may receive
indexation allowance, which reduces the gain, broadly, by the value of inflation.

13.4 UK inheritance tax
The Ordinary Shares will be assets situated in the UK for the purposes of UK inheritance tax.
A gift of such assets by, or on the death of, an individual holder of such assets may (subject to
certain exemptions and reliefs, in particular Business Property Relief) give rise to a liability to
UK inheritance tax. This is regardless of whether or not the individual holder is domiciled or
deemed to be domiciled in the UK and whether or not the holder is resident and/or ordinarily
resident in the UK for tax purposes. For inheritance tax purposes, a transfer of assets at less than
full market value may be treated as a gift and particular rules apply where the donor reserves or
retains some interest or benefit in the property being transferred. Special rules also apply to close
companies and to trustees of settlements who hold Ordinary Shares bringing them within the
charge to UK inheritance tax.
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13.5 Stamp duty and stamp duty reserve tax
The subscription for Placing Shares pursuant to the Placing will be free of stamp duty and stamp
duty reserve tax unless the Placing Shares are acquired for the purposes of an arrangement for
the provision of clearance services or the issue of depository receipts. The Company will not be
responsible for the payment of stamp duty or stamp duty reserve tax in any such case.

14. WORKING CAPITAL
The Directors and the Proposed Directors are of the opinion, having made due and careful enquiry
and taking into account the net proceeds of the Placing, that the working capital available to the
Enlarged Group will, from the time of Admission, be sufficient for its present requirements, that is, for
at least the 12 months following Admission.

15. LITIGATION
15.1 KimCor Group

No member of the KimCor Group is or has been engaged in any governmental, legal or
arbitration proceedings which have had or may have a significant effect on KimCor Group's
financial position or profitability during the 12 months preceding the date of this document and
so far as the Directors and Proposed Directors are aware, there are no such proceedings pending
or threatened by or against any member of the KimCor Group.

15.2 DDH Group
No member of the DDH Group is or has been engaged in any governmental, legal or arbitration
proceedings which have had or may have a significant effect on the DDH Group's financial
position or profitability during the 12 months preceding the date of this document and so far as
the Directors and Proposed Directors are aware, there are no such proceedings pending or
threatened by or against any member of the DDH Group.

16. PREMISES
16.1 The Company does not own any premises. The DDH Group owns (i) the freehold property on

which the brick and cement plant is situated and (ii) two sections of farm on which Blaauwbosch
mine is situated.

16.2 It is the intention of the Board of the Enlarged Group to run the Enlarged Group's corporate
operations from its current head office at 18 Upper Brook Street, London W1K 7PU.
Administrative functions previously managed from KimCor's Bellsbank operation will be
transferred to the Dwyka Diamonds Holdings' regional head office in Kimberley from where all
administration in South Africa will be managed. Day to day management of individual mining
and industrial operations will be managed from mine site offices supervised by mine managers
representing the Company.

17. MATERIAL CONTRACTS OF THE KIMCOR GROUP
The following contracts (not being contracts entered into in the ordinary course of business) have been
entered into by members of the Group within the two years immediately preceding the date of this
document or are other contracts that contain provisions under which a member of the Group has an
obligation or entitlement which is material to the Group as at the date of this document:

Agreements relating to the Placing and Admission

17.1 Nominated Adviser agreement made between the (1) the Company, (2) the Directors and (3)
Strand Partners dated 23 January 2007
The Company has appointed Strand Partners to act as its nominated adviser for the purposes of
the AIM Rules. The Company has agreed to pay Strand Partners an aggregate fee of £30,000 per
annum, together with all reasonable expenses and any applicable VAT for its services. The
appointment pursuant to the agreement continues, subject to certain events of default, on an
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ongoing basis from the date of the agreement and is subject to termination on the giving of 30
days' prior written notice by either party. Under the terms of the agreement the Company and
the Directors have agreed,inter alia, to comply with applicable laws and regulations.

17.2 Broker Agreement between (1) Strand Partners and (2) the Company dated 23 January 2007
The Company has appointed Strand Partners to act as broker to the Company for the purposes
of the AIM Rules. The Company has agreed to pay a fee of £15,000 per annum (exclusive of
VAT) for its services as broker. The agreement contains certain undertakings and indemnities
given by the Company in respect of,inter alia, compliance with all applicable laws and
regulations. The appointment pursuant to the agreement continues, subject to certain events of
default, on an ongoing basis from the date of the agreement and is subject to termination on the
giving of 30 days' prior written notice by either party.

17.3 Broker Agreement between (1) Ambrian and (2) the Company dated 21 August 2007
The Company has appointed Ambrian to act as broker to the Company with effect from
Admission. The agreement contains certain undertakings and indemnities given by the
Company in respect of,inter alia, compliance with all applicable laws and regulations. The
appointment pursuant to the agreement continues, subject to certain events of default, for an
initial period of six months from Admission and is subject to termination thereafter on the
giving of thirty days' prior written notice by either party.

17.4 Placing Agreement between the Company (1), the Directors (2), the Proposed Directors (3) and
Strand Partners (4) dated 21 August 2007 (the ªPlacing Agreementº)
Strand Partners has agreed (conditionally,inter alia, on Admission not later than 21 September
2007 or such later date as Strand Partners may agree being not later than 12 October 2007) to
use its reasonable endeavours to procure subscribers for the Placing Shares at the Placing Price.
The Company has agreed to pay to Strand Partners, upon Completion of the Acquisition and
Admission, 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 of the Placing Price following
Completion and a commission of four per cent. of the aggregate value of the Placing Shares
subscribed by Placees, and also to issue the Strand Warrants and Montagu Warrants.

The Company has agreed to pay all other costs, charges and expenses of, or incidental to, the
Placing and Admission, including the fees of the London Stock Exchange, registrars' fees,
printing, advertising and distribution expenses, the Company's legal and accountancy expenses
and Strand Partners' legal expenses and all related irrecoverable value added tax, if applicable.

The Company has given certain representations, warranties and indemnities to Strand Partners
as to the accuracy of information in this document and other matters in relation to the Group
and its business. Strand Partners may terminate the Placing Agreement in certain circumstances
prior to Admission.

Strand Partners will receive and hold moneys from the Placees and, in the event of termination
of the Placing Agreement, will return such moneys to the Placees immediately. Strand Partners
will account to the Company for amounts due to it within two business days after Admission.
Pursuant to the Placing Agreement, the Company has agreed to procure despatch of share
certificates to Placees before close of business on the day on which Admission becomes effective.

By way of a side letter, Strand Partners has appointed Montagu as its sub-placing agent.
Montagu will receive the full four per cent. commission in respect of Placing Shares for which it
subscribes or procures subscribers together with the Montagu Warrants.

17.5 Lock in agreement between (1) the Company, (2) Strand Partners, (3) Ambrian and (4) Dwyka
Resources dated 21 August 2007
Dwyka Resources agrees, conditional on Admission taking place on or before 21 September
2007 (or such later date as Strand Partners and the Company may agree being not later than
12 October 2007), not to dispose, save in certain limited circumstances including: (a) a dividend
in specieto Shareholders in Dwyka Resources, of any Ordinary Shares owned by them for a
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period of 12 months from Admission; (b) any disposal by way of acceptance of any general offer
made to shareholders of the Company to acquire the whole of the issued equity share capital of
the Company (other than any equity share capital already held by the offeror and/or persons
acting in concert with the offeror for the purpose of the Takeover Code) or by way of a scheme
of arrangement or reconstruction having like effect (each a ªTakeover Offerº); (c) the execution
of an irrevocable commitment to accept or vote in favour of a Takeover Offer which has been or
is recommended by the board of directors of the Company or where the irrevocable commitment
is expressed to be conditional on the Takeover Offer being so recommended; (d) any disposal
pursuant to a scheme of arrangement under Section 110 of the Insolvency Act 1986 or pursuant
to an arrangement under Section 425 of the Companies Act 1985; (e) any disposal or
reconstruction pursuant to an intervening court order; or (f) any disposal in the event that the
Company ceases to be admitted to trading on AIM. They have also undertaken that for a further
period of 12 months thereafter, they will not dispose of their shares (subject to certain limited
exceptions) except through Strand Partners or Ambrian (or its successor as the Company's
broker) with a view to maintaining an orderly market, without the prior written consent of
Strand Partners and Ambrian (or its successor as the Company's broker). Following the 12
month lock-in period ending on the anniversary of the Admission date, Dwyka Resources is
permitted to dispose of the Consideration Shares by way of a distribution in specieto its
shareholders.

17.6 Acquisition Agreement between (1) the Company and (2) Dwyka Resources dated 21 August 2007
The Company (ªPurchaserº) has agreed to acquire all of the issued share capital of DDH,
conditional on, among other things, the passing of the Resolutions and Admission. The
consideration for the Acquisition will consist of the issue by the Company of the Consideration
Shares, equating to the 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.

Dwyka Resources has provided warranties that are typical for a transaction of this nature. The
maximum aggregate claim shall not exceed the higher of (i) the value of the Consideration
Shares at the Placing Price and (ii) the value of the Consideration Shares as at the date a
warranty claim is made by the Purchaser, calculated by reference to the mid market price on
AIM of the Consideration Shares on that date. The Company has provided limited warranties.

Any claims must be made under the warranties (other than warranties relating to taxation) on
or within three months of the publication of the amended accounts of the Purchaser for the year
ending 31 March 2009. Any claims relating to taxation must be made on or before the date
falling seven years after Completion.

17.7 Irrevocable undertakings dated on or around 21 August 2007
The Company has received irrevocable undertakings from directors and certain shareholders in
respect of an aggregate of 25,628,526 Ordinary Shares representing 51.98 per cent. of the issued
share capital of the Company, to vote in favour of the Resolutions as set out in the notice of the
EGM. The irrevocable undertakings cease to be binding in the event of acceptance of a takeover
offer (or the execution of an irrevocable commitment to accept a takeover offer).

17.8 Warrant Instruments dated 21 August 2007
The Company executed two warrant instruments, in aggregate, conditional on Admission,
pursuant to which warrants over 2,682,656 Ordinary Shares (representing 1 per cent. of the
Enlarged Share Capital) will be granted to Strand Partners Securities and Montagu, conditional
on Admission.

The Strand Warrants and Montagu Warrants are exercisable in whole or in part by each of
Strand Partners Securities or Montagu at the Placing Price and shall be exercisable at any time
prior to the date falling five years following Admission. If the Strand Warrants and Montagu
Warrants have not been exercised prior to that date, the Strand Warrants and Montagu Warrants
shall lapse.
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In the event of a share capital reorganisation, the exercise price and/or the number of warrants
is subject to such variation as the Company considers appropriate.

Other agreements
17.9 The Existing Warrant Instrument referred to in paragraph 11 of this Part 6.

17.10 Option agreement between (1) KimCor and (2) Westhouse Securities LLP (ªWesthouseº) dated
27 February 2006
KimCor has granted the right to Westhouse to subscribe, at the 2006 placing price, for such
number of Ordinary Shares as will represent one per cent. of the issued share capital of KimCor
immediately following the 2006 Admission. The options granted pursuant to the Westhouse
Option shall be exercisable in full or in part (subject to a de minimis exercise amount of 25 per
cent. of the Ordinary Shares the subject of the Westhouse Option) during the period of five
years from the date of the 2006 Admission.

17.11 Option agreement dated 12 July 2005 between (1) Barns & Hogan Development Limited (ªBarns
& Hoganº) and (2) the Company
Barns & Hogan granted to the Company an option to acquire 500 shares of ZAR 1 each in the
capital of Free State in consideration of the allotment to it of 5,000,000 Ordinary Shares in the
capital of the Company, fully paid, at an issue price of 6 pence per Ordinary Share. The option
was exercised by the Company, in full, on 9 August 2005.

17.12 Sale and purchase agreement dated 9 August 2005 between (1) Barns & Hogan (2) the Company
and (3) Free State
The Company acquired 500 shares of ZAR 1 each in the capital of Free State in consideration
for the allotment to Barns & Hogan of 5,000,000 Ordinary Shares in the capital of the Company,
fully paid, at an issue of 6 pence per Ordinary Share. Under the terms of the agreement, Barns
& Hogan and Free State assigned to the Company the benefit of certain warranties which Barns
& Hogan had been given upon the previous acquisition of the said 500 shares from Casper Van
De Berg (who was a director of the Company at the time) by Barns & Hogan. The agreement is
subject to the laws of the Republic of South Africa, and was approved and completed by the
Company's then South African attorneys, Duncan and Rothman.

17.13 Sale and purchase agreement dated 9 August 2005 between (1) Professor Michael Johnson and
Martyn Churchouse (ªSellersº) and (2) the Company
Under the sale and purchase agreement the Company acquired a total of 500 shares of ZAR 1
each in the capital of Free State (250 from each of Messrs Churchouse and Johnson) in
consideration for the allotment by the Company to the Sellers of a total of 12,000,000 Ordinary
Shares, fully paid, at an issue price of 6 pence per Ordinary Share. Messrs Churchouse and
Johnson allocated approximately two million of these Ordinary Shares amongst other
individuals and corporations involved with Free State. As Mr Churchouse is a director of the
Company, the acquisition of the shares in Free State from him was subject to the prior approval
of the Shareholders of the Company pursuant to section 320 of the 1985 Act. Under the terms
of the agreement, Messrs Churchouse and Johnson gave warranties to the Company about
various matters related to Free State, with liability for the same being capped at the value of the
consideration shares at the issue price (seven hundred and twenty thousand pounds (£720,000)).
Claims must be made within three years of completion of the agreement save in respect of
taxation warranties in relation to which claims must be made within seven years. The agreement
is subject to the laws of the Republic of South Africa, and therefore was approved and
completed by the Company's then South African attorneys, Duncan & Rothman.

Agreements relating to the Free State acquisition of Bellsbank dumps
17.14 Asset purchase agreement dated 21 February 2005 between (1) BCDM and (2) Free State

(a) Under the terms of the asset purchase agreement, Free State acquired:

(i) certain diamondiferous tailings dumps situated at Bellsbank and the right to mine
diamonds on the same; and
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(ii) the diamond recovery treatment plant situated thereon, together with various
ancillary rights, for an aggregate purchase price of ZAR5 million.

(b) Under the terms of the agreement, Free State assumed certain ongoing obligations
including an obligation and the liability to rehabilitate the land on which it carries out its
reclamation and reprocessing activity and to treat and rehabilitate the dumps at a
minimum rate of 60,000 tonnes per month. A rehabilitation guarantee in the amount of
ZAR 20,000 has been given to the DME by Free State in this regard. Free State was also
granted certain rights of access to and the use and occupation of the property on which
the tailings dumps and reprocessing plant are situated, and a sublease of certain dwellings
used for employees and administration for the duration of the reclamation and
reprocessing activity. Please refer to the specific risk factor concerning access to Bellsbank
Site included in Part 2 of this document.

(c) The agreement is governed by the law of South Africa and did not fulfil all of the
requirements of South African law for the transfer of ownership of the tailings dumps, the
dumps being moveable property. A notarial deed of delivery was therefore subsequently
entered into by the parties to the agreement dated 18 July 2005 in order to transfer
ownership in the tailings dumps to Free State.

(d) The sale agreement contains no specific provisions dealing with the consequences of
breaches or defaults and the South African common law will therefore apply. Accordingly,
if Free State commits a breach of the agreement and fails to remedy that breach within a
reasonable period of having received notice thereof requesting such remedy, BCDM is
entitled to claim specific performance of Free State's obligations or claim damages or
terminate the agreement. Termination would not affect title to the Bellsbank dumps,
ownership of which has already passed, but would affect Free State's ability to access the
Bellsbank dumps for purposes of mining the same.

17.15 Koffiefontein
Acquisition of Prospecting Rights
Free State, CFM Diamonds CC (ªCFMº), KimCor and Louis Reyneke entered into a cession
and assignment agreement on 25 September 2006 in terms of which CFM ceded and assigned
(with effect from 8 November 2006) the prospecting rights granted to it by the DME, and as
referred to in paragraph 9 of Part 3 of this document, to KDPL (being Free State's duly
appointed nominee to act in its place in terms of the agreement). KDPL paid a cash amount of
ZAR 1,400,000 to CFM in consideration for the aforementioned cession and assignment. Louis
Reyneke and CFM provided KDPL with certain warranties in respect of the prospecting rights
ceded and indemnified KimCor and Free State from any damage which KimCor or Free State
may suffer as a result of the cession and assignment as envisaged in the agreement. This
agreement is subject to the resolutive condition that the Minister of Minerals and Energy
provides her written consent to the aforementioned transfer of the prospecting rights, as required
by section 11 of the MPRDA, prior to 31 December 2007.

The shareholders of KDPL, being KimCor, Imbeleko Minerals (Proprietary) Limited
(ªImbelekoº) and Louis Reyneke, entered into a shareholders' agreement on 24 May 2007. The
agreement states that the shares in KDPL are held as follows:

l 69 per cent. of the shares by KimCor;

l 26 per cent. of the shares by Imbeleko. Imbeleko is KimCor's BEE partner in this venture
and accordingly Imbeleko has warranted and undertaken to at all times remain an
Historically Disadvantaged Person as defined in the MPRDA; and

l 5 per cent. of the shares by Louis Reyneke. KimCor has the option to purchase Louis
Reyneke's aforementioned shareholding within 60 days of the board of KDPL resolving
to apply for mining licences in respect of the prospecting rights granted to Koffiefontein.
The price payable for such shares will be a reasonable price determined by an independent
expert.

The shareholders' agreement further contains the usual pre-emptive rights, deemed offer and
come along provisions which afford KimCor extensive protection in respect of the shares held in
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KDPL. KimCor is also entitled to appoint the majority directors to the board of KDPL and the
chairman of such board.

17.16 Anmic
Acquisition of Anmic
By an agreement between Anmic, Nora Smeenk and Free State, last signature date being 24 July
2006, Mrs Smeenk, 100 per cent. owner of Anmic, agreed to transfer 50 per cent. of her interest
to Free State for the sum of ZAR 50,000.

At the time of the agreement, Anmic was a close corporation under section 29 of the Close
Corporation Act 1984. This meant that Free State would not be entitled to acquire or hold an
interest in Anmic until such time as Anmic was converted to a private company, being the date
from which the agreement would take effect. The acquisition was therefore entered into on the
undertaking that Anmic would be converted into a private company. Free State was notified that
such conversion had taken place and Anmic was registered as a private company on 30
November 2006 on which date a share certificate in respect of 50 per cent. of the entire issued
share capital of Anmic, being 500 ordinary par value shares of ZAR 1 each, was issued in the
name of Free State. On that date Martyn Churchouse was also registered as a director of Anmic
alongside Mrs Smeenk.

The acquisition was made ªvoetstootsº on the basis that the purchaser had been given access to
full books and records of Anmic and was aware of its assets and liabilities. Mrs Smeenk gave to
Free State certain limited warranties in relation to Anmic and to the 50 per cent. interest being
transferred. In addition, Mrs Smeenk indemnified Free State in connection with taxation and
other liabilities concerning Anmic that had occurred prior to the date of the transfer.

Appended to the agreement was an unaudited independent review of the value of the Anmic
business that had been undertaken in July 2006 by Mnaka Mining CC, the contents of which the
parties acknowledged. The purchase price of ZAR 50,000 was stated in the agreement to be
nominal and to take into account the circumstances of the transaction and specifically the
benefit of the agreement which Anmic would enter into with Free State in connection with the
cutting and polishing of stones recovered from the Bellsbank tailings (see summary of further
agreement below).

On 21 July 2006, an option was entered into between Mrs Smeenk and Metal Resources Limited
(ªMRLº) pursuant to which Mrs Smeenk granted an option to MRL for a period of three years
during which to acquire the remaining 50 per cent. of Anmic retained by her. At the same time,
MRL granted an option for a period of one year to Free State to acquire the remaining 50 per
cent. of Anmic from MRL. The purchase price for the remaining 50 per cent., should Free State
elect to exercise the option, would be the ªFair Market Valueº, being a price to be determined
by the reports of two external and independent third parties with relevant experience in the
diamond industry. The option sets out how the Fair Market Value will be determined and
provides that of the consideration thereby agreed, 25 per cent. shall be paid in cash and 75 per
cent. by the issue and allotment of shares in KimCor, fully paid, at an average middle closing
price. The option period would have expired on 20 August 2007 but, by a side letter dated 13 July
2007 between MRL and Free State, the option has been extended for a further period of one year
expiring on 20 August 2008 for consideration of £1. With the exception of the extension to the
option period, the terms of the option otherwise remain unchanged.

Cutting and polishing agreement with Anmic
On 28 July 2006, Free State, Anmic and Bridoon Trading and Investments (Pty) Limited
(ªBridoonº) entered into an agreement pursuant to which (i) Bridoon was appointed by Free
State as the sole purchaser of all Free State's diamond production and (ii) Anmic was appointed
exclusive and preferred provider of diamond cutting and polishing services by Bridoon. Each
appointment was made for a period of three years from the date of signature. The agreement sets
out in detail the obligations and procedures to be undertaken by each of Anmic and Bridoon in
their respective appointments. These include record keeping and logging, transportation,
safekeeping, delivery and time for passing of risk as well as in relation to their obligations vis a
vis each other for the duration of the agreement.
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The agreement also contains provisions for determining the compensation payable to Anmic at
the different stages of the process. In summary, Bridoon pays to Anmic (a) ZAR 350 per carat
to cover cutting and polishing costs, for which Anmic invoices Bridoon monthly; (b) a fixed sum
of ZAR 3,000 per month for services rendered by Anmic relating to receipt, classifying,
separation, treatment and general processing of the diamonds delivered by Bridoon and (c) 0.5
per cent. of the gross sale value of small rough diamonds and boart in respect of which Bridoon
has granted Anmic a discretionary concession to sell or market (being stones unsuitable for
cutting and polishing). The parties record the intention to conclude an agreement as soon as
reasonably possible whereby a 0.5 per cent. royalty payment will be payable to Anmic by Bridoon
on the basis of the net profits of Bridoon.

The agreement contains obligations on Anmic to undertake the training and educating of third
parties in the cutting and polishing of diamonds for the duration of this agreement.

18. MATERIAL CONTRACTS OF THE DDH GROUP
The following contracts (not being contracts entered into in the ordinary course of business) have been
entered into by members of the DDH Group within the two years immediately preceding the date of
this document or are other contracts that contain provisions under which a member of the DDH
Group has an obligation or entitlement which is material to the DDH Group as at the date of this
document:

18.1 SMI4 Processing Agreement
De Beers and Superkolong entered into an agreement on 12 May 2005 (which agreement was
amended in writing with effect from 16 March 2007) in terms of which De Beers appointed
Superkolong to process tailing resources removed from the De Beers mine dumps through
Superkolong's plant to be located within the processing site at Kimberley Mines. The
aforementioned is in order to recover diamonds from the tailing resources for De Beers and to
dispose of the processed dry and wet tailing resources in accordance with the processing plan.

Pursuant to the agreement (as amended), Superkolong is appointed as contractor indefinitely,
provided that either De Beers or Superkolong will be entitled to unilaterally terminate the
agreement on 90 days' prior written notice to the other party.

Superkolong is obliged to design, construct and maintain Superkolong's treatment plant in
consultation with De Beers to a standard of efficiency which will enable the recovery from the
tailing resources processed through the plant of diamonds having a size in cross-section of
one millimetre and larger. De Beers will use its reasonable endeavours to supply to Superkolong
as many tonnes of tailings feed material as the plant can process in a particular month.
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.

Superkolong granted De Beers the exclusive option to purchase the entire treatment plant
situated at the processing site on the date of termination of the agreement. The option will
endure throughout the currency of the agreement and for a period of 45 days following the date
of termination of the agreement. De Beers may at any time during the aforementioned option
period exercise the option by means of a written notice in this regard delivered to Superkolong.
Should De Beers exercise the aforementioned option, the parties will meet in good faith to
determine the purchase price in respect of the treatment plant.

Should Superkolong commit a breach of any of its obligations in terms of the agreement and
fail to remedy such breach within seven days of receipt of a written notice from De Beers
requesting such remedy, De Beers may summarily cancel the agreement or enforce specific
performance of the terms of the agreement on Superkolong.

18.2 Tanzanian Joint Venture
The joint venture agreement is dated 26 October 2005 and regulates the relationship between
Willcroft Company Limited (ª Willcroft º), Dwyka Resources, Tralee Investments Limited,
Dwyka Almasi Limited (ª Dwyka Almasiº) and Dwyka Tanzania Limited (ª Dwyka Tanzaniaº).
In terms of these arrangements with the De Beers Group Dwyka Tanzania took an assignment
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of prospecting licences and exploration data from Tanex Limited (a company within the
De Beers Group) (ªTanexº). The Prospecting Licences consist of two licences which have been
granted to Tanex and the Exploration Data consists of the geological data collected and collated
by Tanex as a result of Tanex's exploration works in the relevant area.

The two Prospecting Licences were assigned for an amount of US$2 789.20 and US$2 837.60
respectively. The Exploration Data was assigned for a consideration of US$100 000. Further and
in return for the assignment of the Prospecting Licences and the Exploration Data, Willcroft is
entitled to 5 per cent. of the shares and claims in Dwyka Tanzania and may acquire up to 51 per
cent. of the shares and loans in Dwyka Tanzania or convert its 5 per cent. Free Carried Interest
into the ªMining Royaltyº. The aforementioned ªMining Royaltyº is a royalty of 1.5 per cent.
of the gross sale proceeds received by Dwyka Tanzania in any quarter for diamonds extracted
from the licence areas and sold by Dwyka Tanzania, provided that the maximum total aggregate
royalty payable to Willcroft will not exceed US$50 million.

Dwyka Tanzania and Dwyka Almasi, jointly and severally, indemnified Willcroft against all
claims and damages which may be suffered by Willcroft in its capacity as holder of the 5 per cent.
Free Carried Interest. Dwyka Resources bound itself jointly and severally as surety and co-
principal debtor in favour of Willcroft for the performance by Dwyka Almasi of all of Dwyka
Almasi's obligations under,inter alia, this agreement.

18.3 Superkolong Holdings (Pty) Limited Shareholders' Agreement and BEE arrangements
The shareholders of Superkolong Holdings (Proprietary) Limited (ªSuperkolong Holdingsº),
being Kolong Investments, Huntingdale Investments Limited (ªHuntingdaleº) and Troon
Investments Limited (ªTroonº), entered into a shareholders' agreement on 1 October 2006. The
agreement states that the shares in Superkolong Holdings are held as follows:

l 35 per cent. of the shares by Huntingdale;

l 35 per cent. of the shares by Troon; and

l 30 per cent. of the shares by Kolong Investments, being Superkolong Holdings' preferred
BEE partner.

Shareholders in Superkolong Holdings which are ªrelated partiesº of Dwyka Resources, being
Troon and Huntingdale, which hold shares in Superkolong Holdings constituting more than 50
per cent. of the entire issued share capital of Superkolong Holdings will collectively be entitled
to nominate three directors to the board of directors. Should such related parties hold less than
50 per cent. of the shares in Superkolong Holdings, such shareholders will be entitled to
nominate one director to the board for each complete 20 per cent. of the issued share capital of
Superkolong Holdings held by them in aggregate. For each complete 20 per cent. of the issued
shares in Superkolong Holdings which Kolong Investments holds, it may appoint one director to
the board of directors, provided that if Kolong Investments holds 30 per cent. of the shares in
Superkolong Holdings, Kolong Investments will be entitled to nominate two directors to the
board.

Kolong Investments may only transfer its shares to a third party if such transfer will not cause
Superkolong Holdings to breach any of its BEE requirements or if such transfer does not
adversely affect Superkolong Holdings' level of compliance with any of its BEE requirements.
Should Kolong Investments wish to transfer a part of its shares only, Kolong Investments must
obtain the prior written approval of Huntingdale and Troon. Save as aforementioned, should
any shareholder in Superkolong Holdings wish to sell its shares in Superkolong Holdings, such
sale is subject to standard pre-emptive right provisions which determine that the selling
shareholder has to offer its shares in Superkolong Holdings to the remaining shareholders prior
to disposing of such shares to a third party.

19. INFORMATION REQUIRED BY THE TAKEOVER CODE
19.1 As at the close of business on the disclosure date, save as disclosed in this Part 6:
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(a) Dwyka Resources had no interest in or right to subscribe for, or had any short position in
relation to, any relevant KimCor securities, nor had it dealt in any relevant KimCor
securities during the disclosure period;

(b) none of the Dwyka Resources Directors (including any members of such directors©
respective immediate families, related trusts or connected persons) had an interest in or a
right to subscribe for, or had any short position in relation to, any relevant KimCor
securities, nor had any such person dealt in any relevant KimCor securities during the
disclosure period;

(c) no person acting in concert with Dwyka Resources had an interest in or a right to
subscribe for, or had any short position in relation to, any relevant KimCor securities, nor
had any such person dealt in any relevant KimCor securities during the disclosure period;

(d) no person referred to in 2.3(a), (b) pr-(e) has dealt in any relevant KimCor securities in the
disclosure period;

(e) none of the Directors (including any members of such directors© respective immediate
families, related trusts or connected persons) had an interest in or a right to subscribe for,
or had any short position in relation to, any relevant KimCor securities;

(f) no paragraph 1 associate of KimCor had any interest in, or right to subscribe for, or had
any short position in relation to, any relevant KimCor securities;

(g) no pension fund of KimCor or of a paragraph I associate of KimCor had any interest in
or right to subscribe for, or had any short position in relation to, any relevant KimCor
securities;

(h) no employee benefit trust of KimCor or of a paragraph I associate of KimCor had any
interest in or right to subscribe for, or had any short position in relation to, any relevant
KimCor securities;

(i) no connected adviser to KimCor or of a paragraph I associate of KimCor or to a person
acting in concert with KimCor, nor any person controlling, controlled by or under the
same control as any such connected adviser (except for an exempt principal trader or
exempt fund manager) had any interest in or right to subscribe for, or had any short
position in relation to, any relevant KimCor securities;

(j) neither KimCor nor any of the Directors (including any members of such directors©
respective immediate families, related trusts or connected persons) had any interest in or
right to subscribe for, or had any short position in relation to, any relevant Dwyka
Resources securities;

(k) KimCor has not redeemed or purchased any relevant KimCor securities during the
disclosure period;

(l) there were no arrangements which existed between KimCor or any associate of KimCor
and any other person;

(m) there were no arrangements which existed between KimCor, or any person acting in
concert with KimCor, and any other person;

(n) neither Dwyka Resources nor any person acting in concert with Dwyka Resources had
borrowed or lent any relevant KimCor securities, save for any borrowed shares which have
either been on-lent or sold; and

(o) neither KimCor nor any person acting in concert with KimCor had borrowed or lent any
relevant KimCor securities, save for any borrowed shares which have either been on-lent
or sold.

19.2 Definitions for the purposes of this paragraph 19:

(a) an ªassociateº of any company means any of: (i) its parent, subsidiaries, its fellow
subsidiaries, their associated companies and companies of which any such subsidiaries or
associated companies are associated companies has the meaning attributed to it in the
Takeover Code (for this purpose, ownership or control of 20 per cent. or more of the
equity share capital of a company is regarded as the test of ªassociated companyº status);
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(ii) its connected advisers, and persons controlling, controlled by or under the same
control as such advisers; (iii) its directors and the directors of any company covered in (i)
above (together in each case with their close relatives and related trusts); and (iv) its
pension funds or the pension funds of a company covered in (i) above;

(b) ownership or control of 20 per cent. or more of the equity share capital of the Company
is regarded as the test of ªassociated companyº status;

(c) ªcontrolº means a holding or aggregate holdings of shares carrying 30 per cent. or more
of the voting rights attributable to the share capital of a company which are currently
exercisable at a general meeting, irrespective of whether the holding or holdings give de
facto control;

(d) ªconnected adviserº has the meaning attributed to it in the Takeover Code;

(e) ªacting in concertº has the meaning attributed to it in the Takeover Code;

(f) ªarrangementºincludes any indemnity or option arrangements, and any agreement or
understanding, formal or informal, of whatever nature, relating to relevant securities
which may be an inducement to deal or refrain from dealing;

(g) ªconnected personº has the meaning attributed to it in section 346 of the Act;

(h) ªdealingº or ªdealtº includes the following:

(i) the acquisition or disposal of relevant securities, of the right (whether conditional
or absolute) to exercise or direct the exercise of voting rights attached to relevant
securities, or of general control of relevant securities;

(ii) the taking, granting, acquisition, disposal, entering into, closing out, termination,
exercise (by either party) or variation of an option (including a traded option
contract) in respect of any relevant securities;

(iii) subscribing or agreeing to subscribe for relevant securities;

(iv) the exercise of conversion of any relevant securities carrying conversion or
subscription rights;

(v) the acquisition of, disposal of, entering into, closing out. exercise (by either party)
of any rights under, or variation of, a derivative referenced, directly or indirectly, to
relevant securities;

(vi) entering into, terminating or varying the terms of any agreement to purchase or sell
relevant securities; and

(vii) any other action resulting, or which may result, in an increase or decrease in the
number of relevant securities in which a person is interested or in respect of which
he has a short position;

(i) ªexempt principal traderº or ªexempt fund managerº has the meaning attributed to it in
the City Code;

(j) ªparagraph I associateº means, in relation to a company, its parent, subsidiaries and fellow
subsidiaries, their associated companies, and companies of which such parent,
subsidiaries, fellow subsidiaries or associated companies are associated companies (for
this purpose, ownership or control of 20 per cent. or more of the equity share capital of a
company is regarded as the test of ªassociated companyº status);

(k) ªrelevant Dwyka Resources securitiesº means shares in Dwyka Resources (or derivatives
referenced thereto) and securities convertible into, rights to subscribe for and options
(including traded options) in respect thereof;

(l) ªrelevant KimCor securitiesº means shares in KimCor (or derivatives referenced thereto)
and securities convertible into, rights to subscribe for and options (including traded
options) in respect thereof:

(m) ªrelevant securitiesº means relevant KimCor securities or relevant Dwyka Resources
securities;

(n) ªshort positionº means any short position (whether conditional or absolute and whether
in the money or otherwise) including any short position under a derivative, any agreement
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to sell or any delivery obligation or right to require another person to purchase or take
delivery;

(o) ªderivativeº includes any financial product whose value, in whole or in part, is determined
directly or indirectly by reference to the price of an underlying security;

(p) ªinterestedº in relevant securities includes where a person: (i) owns relevant securities; (ii)
has the right, whether conditional or absolute, to exercise or direct the exercise of the
voting rights attaching to relevant securities or has general control of them;

(q) no agreement, arrangement or understanding (including any compensation arrangement)
exists between any Director, recent director of the Company, Shareholder or recent
shareholder of the Company having any connection with or dependence upon, or which
is conditional upon, the Proposals; and

(r) save as disclosed in paragraph 15 of Part 1 of this document, there is no agreement,
arrangement or understanding between Dwyka Resources and any other person pursuant
to which any New Ordinary Shares which they will acquire pursuant to the Proposals will
be transferred.

19.3 There are no arrangements relating to payment of interest on, repayment of, or security for any
liability (contingent or otherwise) which depend to any significant extent on the business of the
Company.

19.4 The following table shows the closing middle market quotations for the Ordinary Shares as
derived from the London Stock Exchange Daily Official List on each of the first dealing day of
each month from 2 January to 20 August 2007, being the latest practicable date prior to the
posting of this document;

Ordinary Share

2 January 2007 12.25p
1 February 2007 11.50p
1 March 2007 10.00p 
2 April 2007 10.00p
1 May 2007 9.00p
1 June 2007 8.00p
2 July 2007 9.00p
1 August 2007 8.125p
20 August 2007 7.25p

19.5 The directors of Dwyka Resources are:

Ed Nealon
Melissa Sturgess
Adrian Griffin
Terence (Terry) McConnachie
Dr Evan Kirby
Mike Langoulant.

19.6 Material contracts of Dwyka Resources

19.6.1 Shareholders and Earn-in Agreement between Karrinyup Holdings Limited, Savinara
Company SA and Swazi Gold Ventures (Pty) Ltd dated 16 July 2007
Under the terms of the agreement, Karrinyup Holdings Limited (ªKarrinyupº) (a
wholly-owned subsidiary of Dwyka Resources) has the right to acquire the following
percentage shareholding in Swazi Gold Ventures (Pty) Ltd (ªSGVº) (which owns 90 per
cent. of Swaziland Gold (Pty) Ltd (the owner of the Swazi Gold project)) from Savinara
Company SA (ªSavinaraº) on the following basis:

l On the date of the agreement, Savinara will transfer 50 per cent. of its shares in
SGV to Karrinyup in exchange for Karrinyup paying US$200,000 in cash to
Savinara and procuring that Dwyka Resources will issue 3,962,757 Dwyka
Resources shares to Savinara.
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l Savinara will transfer a further 20 per cent. shareholding in SGV to Karrinyup if
Karrinyup spends a minimum of US$750,000 on project expenditure by 30 June
2008 and Karrinyup makes a further payment of US$200,000 in cash to Savinara
and Dwyka Resources shares to the value of US$1,500,000 (at a deemed issue price
per Dwyka Resources share of 80 per cent. of market price).

l On the condition that Karrinyup has acquired a 70 per cent. shareholding in SGV
by making the above payments, Savinara will transfer a further 15 per cent.
shareholding in SGV to Karrinyup if Karrinyup:

l spends such amount as is reasonably necessary to develop the Swazi Gold
project up to and including a bankable feasibility study prior to 30 June 2011;
and

l makes a further payment of US$400,000 to Savinara and Dwyka Resources
shares to the value of US$1,000,000 (at a deemed issue price per Dwyka
Resources share of 80 per cent. of market price) by 30 June 2009.

l On the condition that Karrinyup has acquired a 85 per cent. shareholding in SGV
and has not withdrawn from the project, Karrinyup has an option to purchase the
remaining 15 per cent. shareholding in SGV from Savinara exercisable at any time
within 12 months after the completion of a bankable feasibility study in exchange
for the issue of Dwyka Resources shares to the value of US$3,000,000 (at a deemed
issue price per Dwyka Resources share of 80 per cent. of market price) to Savinara.

Karrinyup has made the first payment described above and has accordingly acquired a
50 per cent. shareholding in SGV.

Karrinyup may withdraw from the project at any time, in which case it will dilute to a
49.9 per cent. shareholding in SGV and will relinquish management control. In
addition, if such withdrawal occurs after the bankable feasibility stage, Karrinyup will
have a 2 per cent. royalty with respect to all minerals produced from the project area.

19.6.2 Shareholders and Earn-In Agreement between BHP Billiton World Exploration Inc.
Dwyka Resources Limited and Danyland Limited dated 23 February 2007
Under the Shareholders and Earn-In Agreement, BHP Billiton World Exploration Inc.
(ªBBWEº) a mining resource development company, has agreed to spend US$5,200,000
in order to earn a shareholding of up to 50 per cent. in Dwyka Resources' wholly-owned
subsidiary Danyland Limited (ªDanylandº), which holds the exploration rights for
nickel and associated minerals in a target known as Muremera.

Under the agreement, BBWE's investment in Danyland will be made in three phases as
follows:

l Phase 1. During the first phase of initial prospecting to ascertain whether there are
sufficient minerals to warrant further exploration, BBWE will spend a minimum
amount of US$1,200,000 on initial exploration activities comprising an airborne
geophysical survey a follow up ground geophysical survey and drilling of selected
targets. If BBWE completes Phase 1 it will acquire a 10 per cent. equity interest in
Danyland. Any amount spent in excess of US$1,200,000 shall be deducted from the
minimum amount to be spent in Phase 2 or Phase 3, provided that the total spend
for all three phases shall not exceed the aggregate of the minimum spend as
provided for in respect of each phase.

l Phase 2. During the second phase, BBWE will spend a minimum amount of
US$2,000,000 on further drilling of selected targets. If BBWE completes Phase 2 it
will acquire a further 20 per cent. equity interest in Danyland. Any amount spent in
excess of US$2,000,000 together with the excess of the minimum in Phase 1 shall be
deducted from the minimum amount to be spent in Phase 3, provided that the total
spend for all three phases shall not exceed the aggregate of the minimum spend as
provided for in respect of each phase.
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l Phase 3. During the third phase, BBWE will spend a minimum amount of
US$2,000,000 on resource definition and the completion of a concept study. If
BBWE completes Phase 3 it will acquire a further 20 per cent. equity interest in
Danyland. Any amount spent in excess of US$2,000,000 together with the excess of
the minimum in Phase 1 and 2 shall be deducted from the minimum amount to be
spent in Phase 3, provided that the total spend for all three phases shall not exceed
the aggregate of the minimum spend as provided for in respect of each phase.

BBWE may withdraw from the project during or after completion of any of the stages,
but if it withdraws during a particular stage it retains only the equity earned by virtue
of having completed the previous stage. The project is managed by the Danyland board
of directors on which Dwyka Resources and BBWE have equal representation.

Once BBWE has fully satisfied its earn-in obligations, under Phase 1 to Phase 3 the
parties will contribute to further development of the project in proportion to their
percentage shareholdings in Danyland. Normal default and dilution provisions will
apply where a party fails to meet its share of project funding.

19.6.3 Share Sale and Purchase Agreements (ªAgreementsº) between (1) Kesielwe David
Mogashoa and Dwyka Resources Limited dated 28 March 2006 amended by a Deed of
Amendment dated 20 September 2006 (2) Seodi Julius Mongwaketse and Dwyka
Resources Limited dated 28 March 2006 amended by a Deed of Amendment dated
20 September 2006 and (3) Kolong Investment Holdings (Pty) Limited and Dwyka
Resources Limited dated 28 March 2006 amended by a Deed of Amendment dated
20 September 2006
The Agreements form part of a restructure undertaken in 2006 by Dwyka Resources in
relation to its South African operations (comprising the SMI4 De Beers Tailings
Retreatment Project, industrial products businesses (including the Nooitgedacht alluvial
mine), the De Hoop alluvial mine, the prospective Bosele diamond fissure project and
the Blaauwbosch, Newlands and New Elands underground kimberlite mines)
(ªOperationsº). The restructure resulted in each of the Operations becoming fully BEE-
compliant and Dwyka Resources effectively moving to a 70 per cent. ownership interest
in each Operation.

The restructure involved the establishment by Dwyka Resources of Superkolong
Holdings (Pty) Ltd, a new indirect South African subsidiary, to be the ultimate South
African holding company for each of the Operations.

Under the terms of the Agreements, Dwyka Resources effectively acquired:

l Kesielwe David Mogashoa's entire shareholdings in Basfour 2624 (Pty) Ltd and Biz
Afrika 546 (Pty) Ltdfor ZAR 500,000 and the forgiveness of Kesielwe David
Mogashoa's ZAR 99,672.11 debt to Biz Afrika 546 (Pty) Ltd;

l Seodi Julius Mongwaketse's entire shareholdings in Basfour 2624 (Pty) Ltd and Biz
Afrika 546 (Pty) Ltd for ZAR 500,000 and the forgiveness of Seodi Julius
Mongwaketse's total aggregate debt of ZAR 100,000 to Supermix Mining (Pty) Ltd
and Biz Afrika 546 (Pty) Ltd; and 

l Kolong Investment Holdings (Pty) Ltd's entire shareholdings in Basfour 2624 (Pty)
Ltd, Biz Afrika 546 (Pty) Ltd and Superkolong (Pty) Ltd for ZAR 2,000,000 and a
30 per cent. shareholding in Superkolong Holdings (Pty) Ltd. In addition, if in
respect of any of the financial years ending 30 June 2008, 2009 and 2010
Superkolong Holdings (Pty) Ltd either does not pay a dividend or pays dividends
totalling less than ZAR 500,000, then within 28 days after the end of that relevant
financial year Dwyka Resources will make a payment to Kolong Investment
Holdings (Pty) Ltd equal to the difference between the amount of the relevant
dividend paid to Kolong Investment Holdings (Pty) Ltd (if any) and ZAR 500,000.
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19.6.4 Agreement between Tanex Limited and Dwyka Resources dated 26 October 2005
This agreement is ancillary to the Tanzanian joint venture agreement between various
Dwyka Group entities and Willcroft summarised in paragraph 18.2 on page 100 of this
document. It records the basis on which Tanex Limited transferred the prospecting
licences for the two kimberlite pipes the subject of that joint venture, together with the
existing exploration data for those pipes, to Dwyka Tanzania Limited, a company 95 per
cent. (indirectly) owned by Dwyka Resources and 5 per cent. owned by Willcroft.

19.7 Other than as set out in Part 1 of this document, the Directors and Proposed Directors do not
intend that any changes will be introduced to the Company's business as a result of Completion.

19.8 Save as disclosed in this document in relation to the officers of the Company (as set out in
paragraph 10 of Part 6 of this document), the Directors and Proposed Directors do not envisage
that there will be any repercussions on the continued employment of the Company's employees
and management, or any material change to any conditions of employment as a result of the
implementation of the Proposals.

19.9 The Directors and Proposed Directors' strategic plans for the Company are as set out in Part 1
and will be implemented only if the Proposals are approved. It is currently envisaged that there
will be no material changes made to these plans as a result of the implementation of the
Proposals.

20. GENERAL
20.1 The registered office and principal place of business of the Company is at 18 Upper Brook

Street, London W1K 7PU.

20.2 The Nominated Adviser to the Company is Strand Partners of 26 Mount Row, London
W1K 3SQ, which is authorised and regulated by the FSA.

20.3 The Company's auditors are BDO Stoy Hayward LLP of 8 Baker Street, London W1U 3LL
who are members of the Institute of Chartered Accountants in England and Wales.

20.4 Save as disclosed in this document, there are no significant investments under active
consideration.

20.5 The expenses of, or incidental to, the Proposals are payable by the Company and are estimated
to amount to £740,266 (excluding value added tax) including commissions of £170,391.

20.6 The gross proceeds of the Placing expected to be raised by the Company are £4,259,775 and the
net proceeds, after deduction of cash expenses relating to the placing, are estimated to be
£3,519,509.

20.7 The accounting reference date of the Company is 31 March.

20.8 Other than the intended application for Admission, the Existing Ordinary Shares, the Existing
Warrants, the Consideration Shares and the Placing Shares have not been admitted to dealings
on any recognised investment exchange nor has any application for such admission been made,
nor, except as stated below, are there intended to be any other arrangements for dealings in the
Existing Ordinary Shares, the Existing Warrants, the Consideration Shares or the Placing Shares.
In the opinion of the Directors the percentage of AIM securities not in public hands at
Admission are 53.36 per cent.

20.9 Strand Partners has given and not withdrawn its written consent to the inclusion in this
document of references to its name and the form and context in which it appears.

20.10 Ambrian has given and not withdrawn its written consent to the inclusion in this document of
references to its name and the form and context in which it appears.
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20.11 PricewaterhouseCoopers Securities Ltd has given and has not withdrawn its written consent to
the inclusion of its accountants' report set out in Part 4 in this document in the form and context
in which it is included and has authorised the contents of such report for the purpose of
Schedule Two of the AIM Rules.

20.12 Montagu has given and not withdrawn its written consent to the inclusion in this document of
references to its name and the form and context in which it appears.

20.13 Wardell Armstrong accepts responsibility for its report set out as Appendix 1 of this document
and has given and not withdrawn its written consent to the inclusion in this document of that
report. Wardell Armstrong has further consented to the inclusion in this document of references
to its name and the form and context in which it appears. All reasonable care has been taken by
Wardell Armstrong to ensure that the information contained in the report set out in Appendix 1
is, to the best of Wardell Armstrong's knowledge, in accordance with the facts and contains no
omission likely to affect its import.

20.14 Where the information contained in this document has been sourced from a third party, the
Company confirms that such information has been accurately reproduced and, so far as the
Company is aware and is able to ascertain form the information published by that third party,
no facts have been omitted which would render the reproduced information inaccurate or
misleading.

20.15 The financial information contained in Parts 4 and 5 and in Appendices 3 and 4 of this
document does not constitute statutory accounts within the meaning of section 240 of the Act.

20.16 The Directors and the Proposed Directors are unaware of any exceptional factors which have
influenced the KimCor Group's or DDH Group's activities.

20.17 Other than as pertaining to the mining licences and/or assets of the Enlarged Group, there are
no patents or licences, industrial, commercial or financial contracts or new manufacturing
processes which are or may be of fundamental importance to the Company's or DDH's business
or profitability.

20.18 Save as disclosed, there has been no significant change in the trading or financial position of the
Group nor recent trends concerning the development of the Group's business nor any significant
acquisitions or disposals of assets since 31 March 2007, being the date to which the financial
information in this document has been prepared.

20.19 Save as disclosed, there has been no significant change in the trading or financial position of the
DDH Group or Dwyka Resources since 31 December 2006, being the date to which the financial
information in Part 4 Section B and Appendix 4 of this document has been prepared.

20.20 Other than the Company's subsidiaries, details of which are set out in paragraph 5 above and the
acquisition of DDH pursuant to the proposed Acquisition, the Company does not have any
investment and has not had any during the period covered by the historical financial information
in Part 3 up to the date of this document.

20.21 Save as disclosed in this document, the Directors and the Proposed Directors are unaware
respectively of:

± any significant trends in production, sales and inventory and costs and selling prices either
for the Company or for the KimCor Group since the date of the KimCor Group's last
audited accounts and the date of this document or any significant trends in production,
sales and inventory and costs and selling prices either for DDH or the DDH Group since
the date of DDH's last audited accounts and the date of this document; or

± any known trends, uncertainties, demands, commitments or events,

that are reasonably likely to have a material effect on the Enlarged Group's prospects for at least
the current financial year.
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20.22 Save as disclosed in this document, the Company is not aware of any environmental issues
affecting or likely to affect the utilisation of the tangible fixed assets of the Enlarged Group.

20.23 Monies received from applicants pursuant to the Placing will be held by Strand Partners until
such time as the Placing Agreement becomes unconditional in all respects. If the Placing
Agreement does not become unconditional in all respects by 21 September 2007 (or such later
date as the Company, Strand Partners and Montagu may agree being no later than 12 October
2007) application monies will be returned to applicants at their risk without interest.

20.24 Save as disclosed in this document, no member of the Enlarged Group has entered into a related
party transaction within the meaning of Rule 13 of the AIM Rules since 31 March 2007 (in the
case of the KimCor Group) and since 31 December 2006 (in the case of the DDH Group) and
20 August 2007 being the latest practicable date prior to the date of this document.

20.25 The Placing Price of 6.5 pence represents a premium of 6 pence above the nominal value of 0.5
pence per New Ordinary Share. The Placing Price is payable in full on application.

20.26 Save as disclosed in this document, and except for interruption to processing and production
caused by lack of water supply as disclosed in this document there have been no interruptions in
the KimCor Group's business, which may have or have had in the last 12 months a significant
effect on the KimCor Group's financial position.

20.27 Save as disclosed in this document there have been no interruptions in the DDH Group's
businesses which may have had in the last 12 months a significant effect on their financial
positions.

20.28 The Placing Shares are not being offered generally and no applications have or will be accepted
other than under the terms of the Placing Agreement and the placing letters. All Placing Shares
have been placed firm with Placees. The Placing is not being guaranteed or underwritten by any
person.

20.29 Share certificates in respect of the Placing Shares are expected to be despatched by the applicants
by first class post, at their risk, within 14 days of Admission. In respect of uncertificated shares
it is expected that shareholders' CREST stock accounts will be credited on 21 September 2007.
Temporary documents of title will not be issued in relation to the New Ordinary Shares.

20.30 No person (other than professional advisers otherwise disclosed in this document and trade
suppliers) has received, directly or indirectly, from the Company within the 12 months preceding
the date of this document; or entered into contractual arrangements (not otherwise disclosed in
this document) to receive, directly or indirectly, from the Company on or after Completion any
of the following:

(a) fees totalling ten thousand pounds (£10,000) or more;

(b) securities in the Company with a value of ten thousand pounds (£10,000) or more
calculated by reference to the issue price; or

(c) any other benefit with a value of ten thousand pounds (£10,000) or more at the date of
Completion.

20.31 No member of the KimCor Group has entered into a related party transaction within the
meaning of Rule 13 of the AIM Rules during the period between the date of incorporation and
31 March 2007.

20.32 The Directors and the Dwyka Resources directors have each confirmed to DDH their financial
support of DDH for the twelve month period commencing 20 August 2007. In the case of
Dwyka Resources, in order that DDH can be in a position to support the use of the going
concern basis in preparing its financial information, Dwyka Resources has confirmed its
financial support of DDH from 20 August 2007 until the earlier of (i) twelve months and 
(ii) KimCor becoming the parent company of DDH. During this period, the Directors of
Dwyka Resources have acknowledged that (a) the outstanding amount of the intra group loan
owing to Dwyka Resources as at 31 December 2006 is subordinated in favour of all other
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creditors and (b) accept responsibility of providing and undertake to provide sufficient financial
assistance to the Company as and when it is needed to enable DDH to operate and fulfil all its
current and future financial obligations. In the case of KimCor, its directors have acknowledged
that (a) the outstanding amount of the intra group loan owing to Dwyka Resources as at 
31 December 2006, which is being assigned to KimCor on completion of the Acquisition, will
be subordinated in favour of all other creditors immediately on assignment to KimCor; and (b)
subject to completion of the Acquisition, KimCor accepts responsibility of providing and
undertakes to provide sufficient financial assistance to DDH as and when needed to enable
DDH to operate and fulfill all its current and future financial obligations.

21. DOCUMENTS AVAILABLE FOR INSPECTION
Copies of the following documents will be available for inspection during normal business hours on
any weekday, Saturdays and public holidays excepted, at the offices of Nabarro, Lacon House,
Theobald's Road, London WC1X 8RW, from the date of this document until one month from the date
of Admission:

21.1 the memorandum and articles of association of the Company;

21.2 the memorandum and articles of Dwyka Resources;

21.3 the audited financial statements of the Company for the two financial years ended 31 March
2007;

21.4 the audited financial statements of Dwyka Resources for the two financial years ended 30 June
2006;

21.5 the Directors' and Proposed Directors' service contracts and letters of appointment;

21.6 the report of Wardell Armstrong set out in Appendix 1 of this document;

21.7 the irrevocable undertakings to vote in favour of the Resolutions at the EGM referred to in
paragraph 17.7 above;

21.8 the material contracts referred to in paragraphs 17 and 18 above; and

21.9 the written consents referred to in paragraphs 20.9 to 20.13 (inclusive) above.

22. AVAILABILITY OF ADMISSION DOCUMENT
Copies of this document will be available during normal business hours on any weekday (except
Saturdays, Sundays and public holidays) free of charge from the Company's registered office and at the
offices of Strand Partners and shall remain available for at least one month after Admission.

Dated 21 August 2007
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GLOSSARY OF TERMS

Airborne Survey A geophysical survey flown by helicopter or fixed wing aircraft to measure the

magnetic susceptibility of rocks at or near the earth’s surface.

Alluvial Diamonds Diamonds that have been washed into and remain in a deposit of clay, silt

and sand left by flowing water in a river valley or delta.

Bulk Sample A large sample consisting of hundreds of tonnes which is then processed to

determine a grade.

Carat A unit employed in weighing diamonds. The international metric carat is 200

mg.

Cpht Carats per hundred tonnes of ore or gravel.

CPR Competent Persons Report

Ct Carat

Cts/yr Carats per year.

Diamond Very hard native crystalline form of carbon. When pure and clear is used as a

gem.

Diamondiferous Containing diamonds.

Dense media separation (“DMS”) A process by which minerals are separated by utilising each

minerals unique specific gravity. Specific gravity is a relative measurement

between the weight of a mineral and water. Some minerals are light and float,

while others are heavy and sink. DMS takes advantage of the differences in

specific gravity between various minerals as a means to separate one from

the other.

Dyke A tubular body of igneous rock that cuts across the structure of adjacent

rocks.

EMPR Environmental Management Plan Report

Exploration The work involved in looking for ore. It may include geological

reconnaissance, e.g. remote sensing, photogeology, geophysical and

geochemical methods, and both surface and underground investigations.

gm Gram.

g/t Grams per tonne.

Grade Concentration of diamonds, measured in carats per hundred tonnes.

Ha Hectare, a land measurement of 10,000 square metres.

Km A kilometre or one thousand line or metres.

M A million.

mt A million tonnes.

mct A million carats.

m A metre.

Pan Plant A shallow open topped circular container with toothed radial arms driven from

a central shaft. The crushed diamond ore is fed into a pan plant and agitated

in a viscous medium of water plus a thickener. The lighter, waste materials

such as quartz float to the surface and are skimmed off, thus concentrating

the diamondiferous material.

tpm Tonnes per month.

US$ US Dollar.
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WAI Wardell Armstrong International

ZAR South African Rand.

Exchange Rates Used

We are dealing with the US dollar, pound sterling and RSA rand which have had a reasonably steady

relationship for some months. The comparative rates used in the report are:

£1.00 = US $2.00

£1.00 = ZAR 14.00

US $1.00 = £0.50

US $1.00 = ZAR 7.00

ZAR 1.00 = US $0.14
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EXECUTIVE SUMMARY

All of the assets investigated are located within a daily travelling radius of the established city

of Kimberley, one of the largest diamond producing centres in the world. Road conditions to

the sites are excellent; mains power is generally available as is water. The Newlands and

Blaauwbosch mines show the ability to be developed as long life underground operations at

above the presently planned tonnages. The closed Nooitgedacht alluvial diamond mine

should be reopened and in addition resume the supply of sand and aggregate to the

Supermix plant as a by­product of diamond production. The long­term future of the SMI4

tailings recovery plant is subject to the successful negotiation of new contracts with De

Beers, the owners of additional tailing resources located close to the SMI4 plant. At present,

SMI4 has approximately 3.75 million tonnes of tailings which it can process under the terms

of an agreement signed between Dwyka Resources and De Beers in 2005 and WAI is

unaware of any reason why De Beers should cancel this contract. The 3.75 million tonnes of

tailings referred to above represent a limited life for SMI4 in the event that the Enlarged

Group fails to negotiate the acquisition of additional tailings. It is anticipated that these

additional tailings, which would be purchased from De Beers, would allow the Enlarged

Group to sell its own diamond production. Little present value should be attached to the New

Elands site based on the fact that KimCor has no immediate intention of re­opening this mine

with full note taken of the findings of the Venmyn report of November 2004. The Bellsbank

tailings recovery plant, an existing KimCor asset, is a model of good engineering and

operating. The possibility of opening a kimberlite fissure mine in the Bosele exploration

licence (a licence acquired by KimCor located 1.5km from the Bellsbank site hosting

extensions of the high­grade Bellsbank fissures) should be investigated as this potentially

provides an opportunity to extend the life of the Bellsbank plant post completion of the mining

of the existing tailing resource.

Following examination of each operation it has been demonstrated in the accompanying

tables that the combined diamond assets of KimCor and Dwyka Diamonds Holdings can

progressively build to an annual output of 200,000 carats of diamonds and beyond. Initially

there will be a heavy dependence on diamond production from the tailings dump projects at

SMI4 and Bellsbank together with the tailing resources identified at both Blaauwbosch and

Newlands mines. These tailings have a relatively short life and additional future production

will need to be secured from expansion of existing underground diamond mine assets as well

as the Nooitgedacht alluvial mine and any subsequent acquisitions. The company has

recognised these facts and is determined to pursue a policy of developing nearby production

through expansion of existing mining assets as well as acquisition of advanced or producing

assets located within the Northern Cape, as opposed to long term exploration.
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Table A: Combined Diamond Mining Assets of the Enlarged Grou p

Total
Resource

Recoverable
Grade

Total
Carats

Annual
Mining
Rate

Annual
Production

Mine Resource
Type

Current
Ownership*

(Mt) (cpht) (cts) (tpa) (cts)

Blaauwbosch U/G ore Dwyka 1,080,400 30 324,120 120 ­ 168,000 36 ­ 50,400

Tailings Dwyka 900,000 8 72,000 250,000 20,000

Newlands U/G ore Dwyka 2,907,572 23 635,631 72,000 16,560

Tailings Dwyka 282,000 7 19,740 240,000 16,800

Nooitgedacht Alluvial Dwyka 16,200,000 1 162,000 168,000 1,680

New Elands U/G ore Dwyka 300,000 34 102,892 ­ ­

Tailings Dwyka 40,000 ­ ­ ­ ­

SMI4 Tailings Dwyka 3,750,000 6.0 300,000 1,100,000 66 ­ 88,000

Bellsbank Tailings KimCor 3,870,000 4.3 166,410 1,416,000 60,000

Total 29,329,972 6 1,782,793 ­ ­
* Note: Kolong Investment holdings (Pty) Limited, a black Economic Empowerment Partner holds a 30 percent interest in Superkolong
Holdings (Pty) Limited and thereby an indirect 30 percent holding in each of the Dwyka diamond assets

Table B: Exploration Projects of Enlarged Group

Exploration Project Resource Type Current Ownership

Bosele Underground Dwyka
Tanzania* Underground/Open pit Dwyka
Koffiefontein** Open Pit KimCor
Notes :
* De Beers holds a 5 per cent. interest in the Tanzanian exploration project
** KimCor's Black Economic Empowerment Partner, embeleko Holdings (Pty) Limited, holds 26 per cent of the Koffiefontein
exploration project and Mr. L. Reyneke holds the remaining 5 per cent.

Table C: Other Non­mining Assets held by the Enlarged Group

Projects Current Ownership Description

Sand &
Aggregate

Dwyka
Brick making (2.0 bricks million per month) and ready mix
concrete plant

Anmic* KimCor Cutting and polishing business (KimCor 50% equity)
Centralised
Sorting

Dwyka Kimberley based diamond recovery plant servicingl mines

Note: * KimCor holds 50 per cent. of the equity in Anmic and has an option to acquire the remaining 50 per cent.

This highlights the following targets:

�x Blaauwbosch ­ This must be upgraded as the flagship property. It is potentially the

most significant long­term producer in terms of total revenue. It should be managed

and funded accordingly.

�x Bellsbank/Bosele ­ The Bellsbank tailings operation is being developed to provide in

the short­term, a large proportion of the planned diamond production over the next 3

years but will then need to be replaced. The adjacent Bosele exploration licence is

highly prospective and could benefit from the Bellsbank infrastructure. This means a

concerted effort being placed on continued investigation of the Bosele potential.
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�x The SMI4 Project ­ This joint venture tailings reclamation dump recovery project with

De Beers in Kimberley is currently being renegotiated. It has the potential to provide

up to 20 percent of total revenues. The existing contractual agreement with De Beers

is for a modest tonnage of tailings material (3.75 million tonnes) which at the

proposed expanded mining rate only provides for a life of mine of approximately 3

years. The total volume of additional diamondiferous tailings not contracted out by

De Beers in the immediate area is large and the group should actively seek to secure

additional tonnage. Acquisition of additional tonnage will allow the group to expand

the processing plant capacities further and benefit from the associated economies of

scale.

�x Supermix/Nooitgedacht ­ This long­term interlinked operation is expected to be a

strong cash generating source. The temptation to divert its earnings to the detriment

of the project itself must be avoided. Emphasis must be placed on the mining and

processing of alluvial gravels to generate diamond production and in parallel re­

process the sand and gravel by­product for use in the group’s brick and cement

business.

With the exception of Bellsbank, each of the working operations shows clear signs of cash

starvation. This is evident in the poor state of surface equipment and a lack of replacement

of worn out machinery. The inevitable consequence of this is falling efficiencies and morale.

Despite this there is an excellent core of management, which views the proposed changes

with enthusiasm.

An overriding advantage enjoyed by the expanded KimCor operation is that with the

exception of the Tanzanian exploration project it is based within daily travelling distance of

Kimberley, South Africa. Although this leaves it hostage to the dictum of the Government, it

avoids the pitfalls of many small to medium sized companies who spread themselves too

thinly across the geographical and political risk spectrum.

The expanded KimCor operation shows the clear vision and direction lacking in some other

companies of its size. Its asset base and exploration potential are sound and its production

cost profile low. Its success will rely on strong, committed management of which it has an

experienced core.

Table D: Combined KimCor and Dwyka Operations ­ Target Outpu ts Revenues and Capex (2008 and Beyond)

RevenueMining Unit Recoverable
Grade (cpht)

Tonnage
(t/yr)

Carats/yr
(2008)

Capex
(£M)

$US/ct
Total
US$M

Carats/yr
(2009 +)

Revenue
(Total
US$M)

Blaauwbosch 30.0 110,000 33,000 0.43 110 3.63 49,500 5.45

Newlands u/g 22.0 66,000 14,520 0.27 85 0.94 24,200 2.06

Newlands
Dumps

7.0 10,000 700 0.04 50 (est) 0.04 700 0.04



119

WAI/61­0452 4 July 2007

New Elands 33.0 N/A N/A N/A 180 N/A N/A 4.90

Bellsbank 4.3 1,416,000 60,888, 0.05 110 6.70 60,888 6.70

Nooitgedacht 1.0 110,000 1,100 0.38 500 0.55 1,100 0.55

SMI4 Dumps 6.0 1,100,000 66,000 0.77 60 (est) 3.96 66,000 3.96

Bosele 58.0 N/A 0.10

Koffiefontein 7.5 N/A 0.03

Tanzania 20.0 N/A 0.77

Industrial N/A N/A 0.42

Central Sorting N/A N/A 0.08

Anmic &
Workshop

N/A N/A 0.05

Total 2,812,000 176,208 3.145 15.82 202,388 23.66

Note: On the above projections, the revenue increases in present terms to US$142 per carat in + 2009.

Note: Capex figures are quoted in Sterling to reflect the fact that funds are to be raised in Sterling whilst

revenues and sales values per carat are shown in US Dollars to reflect the currency in which

production is sold on public tender.

Subject to the provision of capital and its graduated spread across the operation targets, the expanded

KimCor operation can join the ranks of medium sized producers and thus fulfil its long­term ambitions
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1.0 THE SCOPE OF THE REPORT

This report is written on the instructions of Mr. M. Churchouse, CEO KimCor Diamonds Plc

(KimCor). Its purpose is to examine and report upon the South African assets of Dwyka

Resources Limited which KimCor proposes to acquire. The author of this report, David

Hargreaves, an associate consultant to Wardell Armstrong International (WAI), is a mining

engineer with over twenty five years experience in the gemstone industry covering

prospecting, development, operational, financial and marketing aspects.

For the purposes of this report he inspected the operations at the Nooitgedacht alluvial mine,

Blaauwbosch and Newlands underground mines, the closed New Elands Mine, the SMI4

Superkolong tailings recovery plant, the Supermix brick­making and concrete plant and the

workshops, test plant and housing facilities leased from De Beers. The central diamond

sorting process was also visited. Also inspected was the Bellsbank tailings recovery plant

which is the property of KimCor. The Bosele Kimberlite claims were not visited. An

assessment of the Tanzanian exploration prospects is made on the basis of reports supplied.

Figure 1.1 below shows the location of the sites in relation to the Kimberlite districts.

Figure 1: Location of Dwyka and KimCor assets

Nooitgedacht SMI4

Industrial

New Elands

Blaauwbosch

Bosele

Bellsbank

Koffiefontein
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2.0 BLAAUWBOSCH

2.1 Status

This is an operational, underground mine undergoing redevelopment. The planned output is

11,000 tonnes per month (“tpm”) with a grade of I8 – 36 carats per hundred tonnes (“cpht”)

and a sales revenue of US$110 per carat, giving a potential gross sales revenue in the range

US$180,000 – 300,000 or ZAR1.25M – ZAR2.10M per month.

2.2 Location

The mine is located on the farms Catherine’s Fancy and Portion 4 of Blaauwboschfontein

229, 90km NE of Kimberley in the Boshof district, Orange Free State. Access is by a 2.5km

gravel road, in good condition, off the R64 some 23km east of Boshof.

2.3 Geology

The Blaauwbosch kimberlites occur in the North West Free State overlying the shales

siltstones and mudstones of the Lower Super Karoo Group (Dwyka Formation) which is

about 190m thick. The kimberlite intrusions occur as small pipes and fissures tending N60°E

on a belt 30km long and 6km wide. They are known as the Boshof Group. Three of these

kimberlite intrusions have a history of production (Blaauwbosch, New Elands and Roberts

Victor).

The Blaauwbosch licence area comprises a small pipe (“Main Pipe”) with a connecting

fissure to its north and south and a similar kimberlite structure, the “Vulcan Blow” to its north,

all on a NE­SW trend. These kimberlites have intruded into the flat­lying shales of the Dwyka

Formation. The Main Pipe is irregular in shape and elongated in plan. Its walls were plotted

irregularly tapering at 85º from surface to the 131m level, but have pushed in from a cross

section of approximately 100m at the 110 level to a 50m at the 205m level. Venmyn Rand

(Pty) Limited (“Venmyn”), a South African mining consulting company engaged by Dwyka

Diamonds Limited in 2004 to produce a detailed report on the Blaauwbosch mine, took

cognisance of historically quoted mineral resources and reserves on the property and

reclassified them according to their interpretation of the SAMREC Code.

2.4 Background

The resource consists of a main pipe, close to the centre of the property, a subsidiary pipe or

Blow to the NE, known as the “Vulcan Blow” and a connecting fissure. The main pipe was

worked from surface from 1912 until 1922. It was worked as an underground mine from

1965 to 1967 when a mud rush forced closure. The mine reopened in 2003 under the

ownership of the Snyman family, who sold it to Dwyka in 2005.
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2.5 Current Activities

The vertical extent of development is only 225m. Two shafts are operational, one to the

145m level and one to 225m. There are two phases of activity, which could be operationally

independent if both shafts were used for dirt hoisting. The main pipe is being developed

from No.2 shaft between the 125m and 205m levels. A substantial quantity of caved ore lies

between the base of the open cast, c79m level and the draw points on the 125m level.

There are no fewer than ten open draw points from which material is now beginning to flow

freely. There will be contamination, so that the historically reported grades of 36.5cpht

(1912) must be discounted. Recent grades from the caved areas have been noted as

18cpht.

Between the 145m and 205m levels a significant amount of underground development has

taken place, that has enabled Dwyka to record an Inferred resource of approximately

280,000 tonnes. It is reiterated that the pipe has begun to shrink in on the west side so that

its E­W cross section has shrunk from 170m on the 145m level to 75m on the 205m level and

the WAI resource estimate duly reflects this fact. Grades in the virgin ore now being

developed between the 145m and 205m levels should potentially be the historic 36.5cpht. It

might be recommendable to mix production in the pipe from the caved and new areas.

Figure 2.1 Blaauwbosch processing plant
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2.6 The Development Plan

In the main pipe it is planned to use sub­level caving, clearance by scraper winches and

transport by battery locos. These changes should result in major labour cost savings and

improvements in efficiency. In conjunction with this the N and S fissures, separated by the

main pipe, will be developed, from the 145m level and the Vulcan Blow from the 225m level.

This should complete the ventilation circuit on the 145m level.

A capital programme has been devised for this mine which aims to achieve the following:

�x Increase plant capacity and continue underground development to provide access to

additional working faces and open up the main ore body. With the introduction of a

new scraper winch system, the mine will be capable of hoisting between 10 and

15,000tpm. The processing plant however is only capable of processing 6,000tpm.

The existing plant is to be reconfigured with extra pan capacity;

�x Improvements in diamond recovery. Presently, the plant can only reduce ore

fragments to ­20mm with the likely result that diamonds remain locked up in

kimberlite. Reduction of the ore sizes reporting to the pan plant is expected to

improve recoveries;

�x Post capital project completion, production is scheduled to increase to 110,000

tonnes per annum (“tpa”) generating 33,000 carats based on a WAI estimated

recoverable grade of 30cpht;

�x Lowering of operating costs in line with static fixed costs and increased underground

production and plant throughput.

Capital items that have been allocated for the Blaauwbosch operation are estimated to total

ZAR5.98 million (£0.43 million).

Staff numbers are currently 123 and it is anticipated that this will continue.

2.7 Projected Output and Costs

With the caveat that the main pipe is presently pinching in below the 145m level it is clear

that a considerable tonnage of ore remains in the caved area, the main pipe; the fissure and

the Blow. A monthly ore production of 10,000t is planned, for which there is shaft­winding

capacity. The process plant needs considerable upgrading. There is a management

recommendation for its capacity to be raised to 15,000tpm to accommodate a possible

increase in mined output. Winding capacity would have to be increased. It should be noted

that there is as yet little information on the fissure zone grades or values. Some drilling was

carried out in the past which, according to Venmyn showed the widest fissure to have an

average width of 1.82m. Similarly little is known of the dimensions or grade of the Vulcan

Blow.
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2.8 Estimated Resource on the Blaauwbosch Property

Venmyn produced a resource statement in 2004 based on a review of historical data that

included two separate and independent resource estimates. The first produced by Van Riet &

Louw as part of an Environmental Management Programme for Transhex, and the second,

the “Steyn Report” produced by M V R Steyn, April 2003. Venmyn reviewed these reports

and produced their own resource statement based on the SAMREC Code. As stated, the

mineable resource consists of a Main Pipe at the southern end of the property, the “Vulcan

Blow’ at the northern end and a projected, connecting fissure. This fissure also extends on a

NE­SW trend, south from the main fissure. With regard to the resource estimate, it is

important to note the following:

�x The history of this mine from opencast production in 1912 to present, 2007, is such

that records must be treated with caution.

�x The most recent report by consultants Venmyn Rand (Pty) Ltd, (September 2004)

draws upon the findings of reports by Van Riet and Louw (EMPR, February 2002)

and M.V.R. Steyn (April 2003). In a comprehensive assessment of the potential

resource, it challenges some of the assumptions previously made. These events

should be noted.

�x Since the publication of the Venmyn Report, the Nº.2 shaft has reached the 225m

level and a considerable amount of development has taken place. It is significant

that the cross sectional area of the pipe has shrunk markedly.

�x Irrespective, a major remaining inferred resource based on the SAMREC Code can

be anticipated; allowing a long life mine to be planned.

�x A substantial diamondiferous tailing dump resource generated from processing of

kimberlites over the life of mine to date exists on the property that has been bulk

sampled by Dwyka. Neither Venmyn nor the previous mining consultants assessed

the potential of these dumps or estimated a tonnage. Subsequently, Dwyka has

undertaken a detailed survey of the dumps and reported a total tonnage of 900,000

tonnes. This resource classifies as an indicated resource on the basis that it has

been professionally surveyed and bulk sampled with diamond production noted.

2.9 Summary of Resource Statements

Now that development, via the Nº.2 shaft, has reached the 225m level, with drives along the

205m level, the pinching­in of the Main Pipe, as predicted by Steyn, has been verified

(Venmyn had assumed that the pipe diameter would extend at depth). That it might swell out

again cannot be dismissed but will only be proven by further development at depth. WAI has

determined a SAMREC compliant resource estimate for the Main Pipe as illustrated below in

Table 2.1 that takes cognisance of the change in pipe profile at depth.
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Table 2.1: WAI and Venmyn Resource Estimate Main Pipe

Category (Tonnes)Source

Depth Measured Indicated Inferred Total

Grade

cpht

Value

US$/carat

Venmyn

(2001)

131­500 0 0 1,667,109 1,667,109 42.50 90

WAI (2007) 131­500 0 350,000 350,000 700,000 30.00 95

Note: Although WAI concurs with Steyn that a grade of 35.0 cpht should be attainable from newly

mined fissure one, there will continue to be dilution from the caved material until this is exhausted and

accordingly the estimated grade has been reduced.

Based on a review of the historical resource estimates made by Steyn and Venmyn, WAI has

completed a resource estimate for the kimberlite fissure connecting the Main pipe and

Vulcan Blow illustrated below in Table 2.2.

Table 2.2: WAI Resource Estimate – Blaauwbosch fissure

Resource Category (Tonnes)Source

Measured Indicated Inferred Total

Grade

(cpht)

Value

(US$/ct)

WAI(2007) ­ 169,100 211,400 380,500 35 95

The tailings resource derived from the processing of historical production is considerable. An

estimate conducted by Ochta Diamonds and reported by Steyn assumed a resource of

approximately 412,000 tonnes. Venmyn dispute this estimate based on a compilation of

historical mined tonnage and presumably a visual inspection. Based on a visual inspection,

WAI accepts the Dwyka survey figure of 900,000 tonnes and classification as an inferred

resource.

The recovery grade from the dumps has been proven based on the bulk sampling of typical

dump tailing material by Dwyka. Based on a small tonnage sampled and processed by

Dwyka, an average recoverable grade has been achieved of 8cpht. This compares with an

estimate made by Steyn of 10cpht based on assumed losses and historical production data

and an estimate by Venmyn of 8cpht. Whilst no independent sampling was undertaken by

WAI, the actual production figures achieved by Dwyka compare favourably with the Venmyn

estimate and the figure of 8cpht is considered realistic and achievable for this inferred

resource. A notable feature of the dump processing recovery circuit will be the crushing of

the ­20mm fraction of coarse kimberlite that previous treatment plants failed to crush. It is

considered likely that the process of crushing will serve to liberate the entrapped smaller

stones. Therefore, ahead of a comprehensive production run plus the proposed dump

survey, WAI forecasts are shown in Table 2.4 below.
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Table 2.3: Tailing Resource Estimate – Blaauwbosch Mine

Dump Tonnes

(t)

Recovery Grade

(cpht)

Carats Recovered

(carats)

Value

(US$/carat)

Total

(Value US$M)

900,000 8.0 72,000 75 (4) 5.40

Table 2.4: Cumulative Resource Estimate – Blaauwbosch Mine
WAI Blaauwbosch Total Resource Statement (SAMREC Classificati on)

Category (tonnage, t)Location

Measured Indicated Inferred Total

Grade

(cpht)

Value

(US$/carat)

Total

(Value US$M)

Pipe 350,000 350,000 700,000 30.0 95 19.95

Fissure 0 169,100 211,400 380,500 35.0 95 12.65

Dumps 0 900,000 900,000 8.0 75 5.40

Total 0 519,100 1,461,400 1,980,500 38.00

2.10 Revenues

A gross sales revenue of US$110 per carat has been stated by management for the value of

the diamonds mined at Blaauwbosch. Given the strength of the market this accords with the

US$90 per carat stated in the Venmyn Report of 2004. Once full production is achieved the

following range in revenues is possible as illustrated in Table 2.5 below:

The sales revenues are a function of the tonnes mined and processed, the recoverable

grade and the price per carat obtained.

The parameters are:

1. Although a mean target of 10,000tpm mined output has been set, it might be possible

to increase this to 15,000tpm at some future date. Allowing for four weeks annual

holiday this yields 110,000 to 165,000tpy;

2. Historic grades have been reported as up to 36.5cpht but recent recoveries, mostly

from diluted caved material have been 18.0cpht and lower;

3. The reported average sales price is US$110 per carat; and

4. At this point no account is taken of output from tailings recovery. A considerable

volume of untreated tailings remains on site with recoveries from previous treatment

reported as 6 cpht.

There is also, owing to the lack of a suitable crusher, a growing volume of + 20mm gravel.

When crushed to 8mm it should yield additional diamonds currently locked up in this oversize

fraction of the kimberlite.
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Table 2.5: Possible Sales Revenues

Tonnes mined/processed per year 110,000 110,000 110,000 165,000 165,000 165,000

Grade cpht: total caved area 18.0 18.0

50% caved/50% new 27.0 27.0

Total new 36.0 36.0

Sales revenue US$ per carat 110.0 110.0 110.0 110.0 110.0 110.0

Annual Carats 19800 29700 39,600 29,700 44550 59400

Annual sales revenue US$M 2.18 3.27 4.36 3.27 4.90 6.53

Annual sales revenue RM 15.88 23.57 31.36 23.57 35.28 47.04

Note: Grades quoted above in Table 2.4 represent recoverable grades that take into account

mining and dilution factors as well as losses in recovery normally expected during processing

of ore.

2.11 Summary and Conclusions

Blaauwbosch should be regarded as the flagship project for the next two years. Its

redevelopment, to deliver a mean 30,000­40,000 carats per year, must be supported by

adequate funding.

Priorities are:

1. The completion of the underground development to ensure the first target,

10,000tpm, can be achieved;

2. Upgrading the plant to 15,000tpm with additional crushing facilities and tailing re­

treatment capacity; and

3. Upgrading the worker’s accommodation facilities and ancillary services.
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3.0 NEWLANDS

3.1 Status

This is an operational, underground mine undergoing redevelopment. Geologically it is a

fissure mine connecting a series of ‘Blows’, of which five are presently recognised. There

are two licensed operating shafts. No.2. is the main production shaft down to the 120m level.

No.3 is a small test shaft, driven by De Beers between Blows 3 and 5. Work is presently

being done to connect these Blows, take bulk samples and evaluate the economics of mining

them. At No.2 shaft a raise connects the 120m to the 110m level where production is

currently concentrated in No.2 Blow and the adjoining fissure. Kimberlite ore will be mined

from the 100m level through to surface, although contamination could be a problem.

Diamond grades across the Blows are relatively low in a range 14.4­25.0cpht. Based on

historical evidence together with production records generated by Dwyka during the past 18

months, the quality of stones likely to be produced, although small, have the scope to sell at

above average value.

3.2 Location

The Newlands Mine is located on Portion 1 of the farm Newlands 172 in the Barkly West

District, 60km NW of Kimberley. Access is by tarred roads from Kimberley and Barkly West

followed by good gravel roads from Barkly West (35km) or the R31 from Delportshoop

(10Km).

3.3 Background

The resource consists of five ‘Blows’ trending in a NE­SW direction with interconnecting

fissures, designated North and South in relation to the No.2 Blow. The mine was worked

from 1881 until late 1950’s and again between 1994 and 1997. Closure in 1997 led to a

flooding of the mine. The mine was obviously dewatered prior to recommencing the current

mining programme. It was reopened in 2005 when ownership passed to Dwyka. There are

three shafts on the property, of which two are operational; the No.2 main production shaft at

Blow 2 and the No.3, test shaft, between Blows 3 and 5. The grades computed by Venmyn

for the five Blows vary between 21.2 and 29.4cpht with a best value per carat estimate of

US$85. This 2004 figure should be advanced perhaps 20% to allow for the rising market.

But the Rand has also weakened against the US dollar, increasing the revenue per tonne

figure by about 30% in Rand terms.
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3.4 Geology

Newlands Mine is located 60km NW of Kimberley in the area which hosts the Doornkloof,

Bellsbank, Sover and Frank Smith Properties. These are typified by intrusions of small pipes

and fissures. It intrudes the flat­lying shales of Karoo Supergroup which lie conformably on

the Dwyka formation. The kimberlite dykes orientate NE­SW and are controlled by the

regional fracture pattern. The Newlands cluster is a series of two fissures or dykes, the

North and South, on which five Blows have been identified. The fissures are near vertical

and trend N30ºE, pinching and swelling along the strike. The Blows have a diameter of 30m

to 90m and taper with depth. The evidence points to the long term future of the Newlands

Mine resting on the exploration of Blows 3, 4 and 5.

3.5 Current Activities

Production is concentrated on Blow 2 with ore produced by conventional sub­level open and

shrinkage stoping methods and loaded through ore passes to a tramming level. Exploration

and development is being pushed from the No.3. test shaft to obtain bulk samples from Blow

5 and to test the fissure continuity to Blow 3.

Figure 3.1 below shows the current headgear at Newlands.

Figure 3.1 Newlands head gear
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3.6 The Development Plan

A capital programme has been devised for this mine specifically to be allocated for the

following purposes:

�x Expansion and upgrade of the existing processing plant to accommodate an

increased tonnage of up to 6,000 tonnes of underground ore per month. The

existing plant has the capacity to efficiently process up to 4,000 tonnes per month.

With planned expansion of underground development and production from

additional working faces, the plant will need to significantly increase capacity,

particularly if in the near future additional production is anticipated from the known

tailing resource also located on site;

�x Further underground development to provide additional working faces, a deepening

of the shaft and therefore access to the lower levels of Blow 2 and exploratory and

evaluation development into known fissure extensions and the remaining 4 Blows

already identified with the objective of generating long­term feed for the mine. The

Company is conscious of the fact that it must invest capital in the on­going

commitment to further shaft deepening and horizontal development to access more

of Blow 2. In addition, Dwyka has already commenced exploratory development on

Blows 3 and 5 to ensure that evaluation is sufficiently far ahead of future production

needs such that adequate lead­time exists for future mine development;

�x Increased diamond recovery through a combination of increased production rates

and improved plant operating efficiency. Presently, the crushing infrastructure at

Newlands makes provision for the reduction in the size of kimberlite to

approximately a 12 to 15mm fraction. The Company is of the opinion that installation

of a tertiary crusher and the reduction of the coarse component of the tailings to a ­

6mm fraction will result in the liberation of additional diamonds;

�x A future emphasis to be placed on the processing of the estimated 282,000 tonnes

of tailing material located at surface as a potential low cost feed; and

�x A reduction in operating costs attributable to the increase in production and

associated economies of scale.

Capital items that have been allocated for the Newlands operation are estimated at ZAR3.73

million (£266,000).

Underground, in order to facilitate the hoisting of the projected increased monthly tonnage, a

system of winches will be installed to speed up the process of transferring broken ore from

scraper gullies in stopes to ore passes and drawpoints , create a safer working environment

and reduce labour costs. In addition funds are required for necessary consumables that

include rock drills, loader shovels to transfer ore from the working face to wagons and new

wagons.
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Capital for the plant will include additional diamond recovery pans and ancillary equipment as

well as the purchase and installation of a new tertiary crusher.

Staff numbers are currently 114 and it is anticipated that this will continue.

3.7 Projected Output and Costs

Despite its long mining history, Newlands is yet to be explored at depth. The numerous

mining stops and starts attest to the variability of grade. Venmyn notes (CPR report, 2004,

Table 3.1) the following:

Table 3.1: History of Mining Activity at Newlands Mine

Date Activity Grade (cpht)

1976 Weathered Kimberlite from Blow 1 32.0

1994/5 Bulk sampling, Blows 2,3,5 30.5

1996/7 Mining Blow 2 above 60m 33.0

2002/4 Mining Blow 2 plus tailings re­treatment 19.0

Note: Allowing for tailings dilution in 2002/4 results, an average grade from new ore from the Blows is

at +30.0cpht. It compares with grades reported on site of 14.4 – 25.0cpht across the Blows.

3.8 Revenues

The Venmyn Report (September 2004) develops a revenue stream using a broad range of

$60 to $85 per carat. The market has since strengthened by about 15­20% in dollar terms,

to give a range of US$70 to $100. The examples below use US$85 per carat as an average.

Rand values in the same period have appreciated against the US dollar by over 10 percent.

Current shaft capacity will probably restrict winding to 10,000 tpm, from No. 2 shaft. Should

an economic tonnage be proven at Blows 3 and 5 and the connecting fissures, shaft 3 could

be developed to provide additional capacity. Assuming an 11 month year and a target of

15,000tpm, the annual tonnage range becomes 110,000 – 165,000tpa.

Reported diamond grades must be treated with some caution. Erring on the side of safety a

range of 18.0 – 25.0cpht is used here in Table 3.2

Table 3.2: Production Projections – Newlands Mine 2008 – 200 9+

2008 2008 2009+ 2009+
Tonnes mined/processed/year 110,000 110,000 165,000 165,000

Grade cpht 18 25 18 25
Sales revenue US$ per carat 85 85 85 85

Annual carats 19.8 27500 29700 41250
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Annual sales revenue US$M 1.68 2.34 2.25 3.51

Annual sales revenue RM 12.11 16.83 18.18 25.25

Note: The combined operations summary forecast progresses a target tonnage hoisted of 66,000tpa at 22cpht.

This might progress to 110,000 depending upon results from Blows 3 and 5 and additional shaft capacity. Grades

quoted above in Table 3.2 represent recoverable grades that take into account mining and dilution factors as well

as losses in recovery normally expected during processing of ore.

3.9 Estimated Resources

This mine was the subject of a detailed information review by Venmyn published in

September 2004. It was purchased by Dwyka Resources Limited in 2005 since then

underground development work and limited production have been maintained. The contents

of the Venmyn report, recent operations reports, discussions with management and

observations made during an underground and surface site visit have been combined to

produce a resource estimate. Venmyn also drew information from previous studies including

an EMPR by Riet and Louw (September 2000) and an updated report by Watts, Griffiths and

McQuat (post 1995). This indicates a combined resource of 2,805,572t of diamondiferous

kimberlite across the five Blows. The maximum depth considered is 300m and the average

in situ grade 21.86cpht. The major concentration is in Blows 4 and 5, 37% and 35% of the

total respectively and both in the inferred category. Management accounts show that the

average price of diamonds sold in the period July 2006 to April 2007 was US$65 per carat.

The stones have been historically described as “mostly small, but numerous and of the best

quality”. The above resource tonnes at US$65 per carat indicate a recovery potential of

US$185M in total.

Little information is given on the prospectivity of the fissures connecting the Blows. Mining

economics and the need to ensure adequate ventilation underground require that the Blows

be connected, so the continued exploration of the fissures appears sensible. The geological

resource is capable of supporting the maximum planned annual tonnage of 165,000tpa for

18 years, with clear potential at depth. What is of greater importance is grade and availability

to market smaller diamonds profitably. Once production is being mined from virgin

kimberlite, it is reasonable to expect an increase in both grade and quality. In Table 3.3

below a sales price of US$85 per carat is thus assumed.

Table 3.3: WAI Resource Statement ­ Newlands Mine Undergrou nd Ore

Blow

No.

Vertical

Interval

(m)

In­

situ

Grade

(cpht)

Recovered

Grade

(cpht)

Resource

Tonnage

(t)

Recovered

Carats

US$ per

carat

US$

Total

1 18 – 300 21.2 18.0 117,312 (INF) 21,116 85 1.79
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2 90 – 120

120 – 300

29.4

29.4

25.0

25.0

102,000 (IND)

612,000 (INF)

25,500

153,000

85

85

2.17

13.00

3 10 – 100 24.7 21.0 75960 (INF) 15,952 85 1.36

4 0 – 200 24.7 21.0 1,030,400

(INF)

216,384 85 18.39

5 17 ­ 200 24.7 21.0 969,900 (INF) 203,679 85 17.30

22.6 2,907,572 635,631 85 54.01

IND = Indicated ­ INF = Inferred

Note: Grades quoted above in Table 3.2 represent recoverable grades that take into account mining

and dilution factors as well as losses in recovery normally expected during processing of ore.

3.10 Tailings Potential

A substantial stockpile of tailings is present on site. The stockpile was professionally

surveyed in July 2007 and estimated to contain 282,000 tonnes of tailing material suitable for

re­processing. Given the relatively high grade of the ore, the generally small size of the

stones and the longevity of the operation the tailings should be further investigated. A rule of

thumb 25% loss in process would indicate a recovery of 5­6cpht and as such could be an

economic proposition if justified by sampling. Small bulk samples of representative tailing

material were processed between January and April 2007 returning an average recoverable

grade of 7cpht, in line with the WAI rule of thumb estimate. KimCor is considering the

establishment of either a simple pan plant to be located adjacent to the existing processing

facility or an expansion of the existing processing plant facility to treat tailing material

independently or in conjunction with the underground ore.

Table 3.4: WAI Resource Statement ­ Newlands Mine Tailings

Source Grade Resource Recovered Carats US$ per carat US$ Total
(cpht) (t) (cts) (US$/ct) (US$)

Dumps 7.0
282,000

(IND) 19,740 85.0 1,677,900

IND = Indicated

Note: Grades quoted above in Table 3.3 represent recoverable grades that take into account

mining and dilution factors as well as losses in recovery normally expected during processing

of ore. These grades have been confirmed based on bulk sampling and processing of tailings

undertaken by Dwyka.
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3.11 Summary and Conclusions

Historically reported grades are unreliable. Only bulk sampling and consistent production

and sales will prove true values. This particularly applies to the work now being carried out

from No. 3 shaft.

As with Blaauwbosch, these criteria apply:

1. Maximise output from No. 2 shaft to maintain mine cash flow;

2. Maintain bulk sampling/development at No. 3 shaft to prove a long term resource;

and

3. Ensure that the processing plant can accommodate the potentially higher tonnage.
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4.0 NOOITGEDACHT ALLUVIAL MINE

4.1 Status

This mine and its attendant processing plant are currently idle, other than a crushing facility

to produce gravel which is employing five men. The licensed area covers 4,671ha, which

has frontage along 6km of the diamondiferous Vaal River.

4.2 Location

The mine is located on the farm Nooitgedacht; 15km northwest of Kimberley and affords

good road access to the process plant.

4.3 Background

This is one of the more famous alluvial diamond locations in South Africa, having been mined

by private diggers, under an arrangement with De Beers between the late 1940’s and 1970’s.

The grade is lean (1.0cpht) but the quality of stones is exceptional with a basis value of

US$500 per carat applied. This is characteristic of the alluvial deposits of the Vaal and

Orange Rivers and affects the manner in which they are operated and financed. They must

be run as low cost operations relying on the sporadic recovery of large, high value stones.

Dwyka reported in its annual report for the year ended June 30 2006 sales of the following

stones:

�x 18.11 carat @ US$7,100 per carat;

�x 42 carat @ US$7167 per carat;

�x 17 carat @ US$2105 per carat;

�x 11 carat @ US$1616 per carat.

The full year recovery shows 120,365t of gravel treated, a recovery of 1,074.42 carats at a

grade of 0.8cpht. The effective sales value per carat is noted further.

An integral part of the mining plan was to produce, a by product of sand and gravel arising

from the mining operation. These were fed into the Supermix Operation (q.v.), a brick

making and ready mix concrete plant owned and operated by Dwyka and located in

Kimberley. A number of reasons can be attributed to the decisions to suspend operations at

the mine and these were reinforced by discussions with management.

1. As a group Dwyka was coming under increasing financial pressure. Cash and

equivalents had dropped by almost 30% in the year to June 30, 2006. The share

price had also fallen to an extent that further equity funding would have caused

serious dilution;



136

WAI/61­0452 21 July 2007

2. The underground operations, still in a state of development, were not making their

targeted contribution; and

3. The tight cash situation was evidenced by the tender offering of monthly diamond

parcels as opposed to standard quarterlies. A decision was taken to increase output

at Nooitgedacht by increasing throughput and working in hours of darkness. It

resulted in a loss of grade control and thus recoveries. The decision to close had the

knock­on effect of Supermix having to buy­in its raw materials at a higher price than

those supplied in­house.

The existing fully functional alluvial processing plant has the capacity to process a minimum

of 14,000t of alluvial gravel per month or 168,000tpy.

4.4 Geology

The De Hoop and Nooitgedacht properties are part of the diamondiferous gravel runs of the

Vaal and Harts River Valleys in the Barkly West area. They are considered part of the Kaap

Valley Sequence which runs for 700km from Prieska in the South to Mafeking in the North.

Since their discovery in 1866 some 16 million carats of mostly large stones have been

received. The origin of the Kaap Valley is traced to the Dwyka – Gondwana ice sheet. Its

present day expression has been caused by the erosive action of the Orange, Vaal and

Harts River drainage systems.

Primary and secondary systems of gravel deposition are identified. The primary gravels are

thought to have been formed during the phase of glacial retreat and are found at an elevation

of 50m above the river on the farm Nooitgedacht. The secondary gravels arise from late

stage erosion and secondary working of the earlier deposits. These are found in sub­

outcrop, on either bank of the Vaal River, below a thin core of sand, silt and clays. The

company has title to a 6km stretch of Vaal River bank.

4.5 Estimated Resource on the Nooitgedacht Property

A study was conducted by the previous owner, Diamix in 2000 and claims to be SAMREC

compliant. It included:

Rotary air blast drilling and quarrying, with a 52 hole drilling programme on De Hoop and a

24 hole programme on Nooitgedacht. As a result of the programme the following resources

were estimated and are shown in Table 4.1 below:
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Table 4.1: Estimated Resource on the Nooitgedacht Property (2000)

Farm Area Tonnes
(Mt)

cpht Classification

De Hoop

Sub Total

Main
Workings

N­Extension

1.4

1.5

2.9

1.0

1.0*

Inferred
Resource

Inferred
Resource

Nooitgedacht

Sub total

Terrace
Gravel

S­Extension

Rooikopje

2.5

0.2

0.9

0.8

11.6

1.0*

1.0*

1.0

1.0

Indicated
Resource

Inferred
Resource

Inferred
Resource

Inferred
Resource

De Hoop and
Nooitgedacht

River
Channel

1.7 1.0* Inferred
Resource

Total 16.2

Note: Diamix states that the grade of 1.0 cpht is based on the similarity of the gravels to those of

others in the vicinity. It also reported the removal of 65,000t of gravel (Jan. 1999 to May 2000)

with the recovery of 667.86 carats of diamonds; thus recovery of approximately 1.02cpht.

Subsequent mining by Dwyka has reaffirmed this grade.

The total of 16.2Mt of gravel would, if the grade were maintained, yield 165,240 carats of

diamonds. At an historic price of US$500 per carat this approximates to US$83M. Additional

to this is the internal profit arising from the supply of sand and gravel to Supermix, generated

as a by­product from the processing of gravels for diamond recovery. At a planned restart

tonnage of 110,000tpy this equates to a 44 year life to the project.

4.6 Current Activities

A team of five workers operate a stone crushing plant on a day shift basis only. Large

stockpiles of variously sized, crushed aggregate and sand were noted. The diamond

processing plant is a relatively new build and in good condition. It is the intention of

management to ship diamond concentrate in locked containers to the central Kimberley

facility for final sorting. This enhances security in all respects.
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4.7 The Development Plan

It is recommended that production restarts at a rate of 10,000 tpm, dayshift only (rising to an

existing plant capacity of 14,000tpm) and that sand and aggregate building products are

again supplied to Supermix. As this is a low cost operation by necessity, the haul distance

from mine to plant is critical, with 2km considered the optimum. Reasonable resources

remain within this radius. But consideration must be given to the Vaal River resource and a

mobile crushing and screening plant might be a solution. As noted below, the sale of large

stones must be handled to achieve maximum publicity and revenue.

A capital programme has been devised for this mine which aims to achieve the following:

�x Refurbish the existing processing plant to increase feed rates;

�x Provide new mining equipment and haul trucks to ensure better availability and

therefore consistency of delivery of feed to the plant;

�x Provide new mining equipment that will allow for the efficient processing and

loading of sands and aggregates required by the brick making division; and

�x Provide working capital to allow for an early start­up.

To this end, a total of ZAR5.3 million (£380,000) has been estimated as a requirement for the

capital projects allocated for the Nooitgedacht operation.

Figure 4.1 Nooitgedacht Mine –

diamond plant and sand/aggregate

plant
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4.8 Projected Output and Costs

The mine is reported to have produced the largest alluvial diamond ever discovered, at 511

carats. But a business plan cannot be based on the hope of more. The following figures

were supplied by management and by the Dwyka 2006 Annual Report.

1. Cost to process a tonne of gravel = R30.0 or US$4.2;

2. Recovery average 0.89cpht;

3. Sales realisation US$500 per carat = US$4.45/t;

4. Operating margins on the above figures are tight, but augmented by (5);

5. Stone processing to produce a commercial aggregate costs a further R60/t, but sells

for R100/t. Thus, aggregate sales yield R100­R60 = R40 or US$5.5/t; and

6. The combined revenue per tonne is US$4.2 + 5.5 = US$9.7. On a 10,000tpm

throughput this is US$97,000 per month.

4.9 Resources

Table 4.2: WAI Resource Estimate on the Nooitgedacht Proper ty

Farm Area Tonnes

(Mt)

cpht Classification

Combined

Area

All known

Working areas

16.2 1.0 Inferred

Resource

Note: Grades quoted above in Table 4.3 represent recoverable grades that take into account mining

and dilution factors as well as losses in recovery normally expected during processing of ore. These

grades are also based on confirmed and reported (but not verified) grades achieved during historical

mining and processing activities.

4.10 Revenues

A rounded figure of US$500 per carat is noted for the production, with the value of

exceptional stones ranging up to US$7167 per carat. The careful processing and marketing

of these could considerably enhance revenues and enhance publicity. This has been proven

by Gem Diamonds Plc. KimCor has an in­house cutting facility (which was visited as part of

this report). It might consider cutting its better stones, there by fulfilling RSA beneficiation

requirements and offering them at major auctions (Christies, Sotheby’s, Bonham’s) alone or

in jewellery. Costs are modest and retail prices often realised. The downside is the time

delay from mine to market.
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4.11 Summary and Conclusions

1. Nooitgedacht mine should be restarted on a 10,000tpm basis and integrated with

Supermix on the supply of building sand and aggregates.

2. Maximising the marketing and sale of the diamonds should be the subject of a

separate study with consideration given to:

a) Polishing the better stones and marketing them via the highest value

channels;

b) Trade branding the stones and promoting them as ‘conflict free’ or ‘fair trade’;

c) Returning to a quarterly tender for the sale of run of mine goods.
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5.0 NEW ELANDS MINE

5.1 Status and Location

The New Elands Mine is located on Farm New Elands 949, some 90km northeast of

Kimberley in the Boshof district. It is accessed by the hard surfaced R64 road for about

40km and thence a well graded gravel road. It lies in relatively close proximity to the

Blaauwbosch and Newlands properties.

The mine began production in 1911 and continued until 1931. Further working is recorded in

the period 1966­74 (on a “significant scale”) according to data researched by Venmyn in a

report produced in 2004 for Dwyka. Venmyn also reports that a bulk sampling programme

was carried out in the 1988­1996 period for the purpose of retreating the tailings dumps only.

In doing so the operator at the time, disposed of the tailings slimes into the open cast hole of

the main (north) pipe. This will cause difficulties should the mine be reopened, requiring at

least the sterilisation of substantial crown pillar.

The property is now in the ownership of Dwyka and forms part of the sales agreement with

KimCor Diamonds. No surface buildings or equipment of consequence remain but two

shafts are accessible. The main shaft is a substantial, three compartment shaft, sunk to the

13, (207m) level.

Approximately 400,000t of tailings remain to be treated. Dwyka reasonably concluded this

small resource did not warrant the installation of a treatment plant but has instead leased

them out to a contractor in return for a royalty payment of R2 per tonne.

Given the several changes of ownership since 1911 all records must be treated with caution.

Yet they indicate an above average grade and selling price which warrants further

investigation. At the time of the visit (June 2007), the mine was being progressively

dewatered by pumping from the Falck Shaft to provide water for the tailings re­treatment.

5.2 Background

The known geology consists of a main or North Pipe with a surface area of 1,500m², with a

radiating fissure, designated No.2 East, and a smaller, 21m² South Pipe with an

accompanying West Fissure. A further fissure, not known to be continuous, lies to the north.

The general trend is NE­SW.

A report produced by Dr. M.v R Steyn in 1994, credits a total resource (not SAMREC

compliant) of 572,000t of Kimberlite at a recoverable grade of 33.21cpht and a sales value of

US$150 per carat. Importantly this is all attributable to the North Pipe and fissures while the
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South Pipe is thought to taper to a fissure width below the current workings. This would

support a five year operation. Advancing the diamond price to US$180 in 2007 terms, this

would yield sales revenue of US$33M. Any decision to reopen the New Elands mine should

be considered cautiously and at the present time it is not a priority of the Company’s over the

next five years.

5.3 Geology

The New Elands Mine is situated close to Blaauwbosch and shares its geological

characteristics. It is underlain by the lower Karoo Supergroup and unconformably overlies

the andesitic lavas of the Ventersdorp Supergroup, with a thickness of at least 500m. The

Karoo Supergroup is intruded by dolerite sills and kimberlites. The New Elands group of

intrusions, 30km long and 6km wide, trends N60°E, some 35km east of Boshof. The New

Elands property comprises of two pipes and an associated fissure. The long, recorded

history of mining at New Elands gives a reasonable confidence in the Venmyn estimate of

the remaining economic resource, at the figures stated, being in the North Fissure below the

200m level.

5.4 Current Activities

Only tailings re­treatment is presently being carried out and that by a third party upon

payment of a royalty. When complete in 12­18 months only the surface site will remain but

with the two shafts accessible. Daily site inspection visits should be made. Note was made

that Dwyka had set a target of 40,000tpm of tailings to be reprocessed, giving the site a ten

month life. Perhaps this should not be enforced. The presence on site of a contractor

assists security and maintains dewatering.

5.5 The Development Plan

Whilst little if any net present value can be attributed to New Elands, it should continue to be

regarded as a potential resource. Its historic grade and value per carat are above average.

The configuration of the North Pipe can reasonably be expected to continue although

tapering at depth. The three compartment main shaft should allow high working capacity and

efficient man riding. But it is at above average depth and its costs will be commensurate. A

history of water problems suggests that there will be a need for a major pumping

requirement.

5.6 Projected Output and Costs

As noted, if reopened this will probably be an above average cost mine to operate. This

should be balanced by good grades and diamond values. If a target of 10,000tpm is set, the

revenues shown below should be achievable.
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The historic output figures stated are at best subjective. Yet if the total tonnes treated

between 1912 and 1930, at 1.5Mt are approximately correct, this equates to 7500tpm. The

Venmyn Report (2004) estimate of 300,500t in the North Pipe would support this level of

operation for a little under four years.

5.7 Estimated Resources on the New Elands Property

The Venmyn Report of 2004 is comprehensive. It credits a total resource, all in the inferred

category of 300,000t, having allowed for the sterilisation of a crown pillar to protect against

slimes dumped into the North Pipe opencast. All economically mineable resources) are

considered to lie in the North Pipe below the 200m level. The South Pipe is shown to taper

to fissure width by 250m and the fissures themselves are, at an average 0.17m width,

uneconomic.

5.8 Resource Statement ­ New Elands Mine

These are all located in the North Pipe between the 200m and 400m levels and are in the

Inferred category.

Table 5.1: Resource Estimate: New Elands Mine

Tonnes Grade cpht Total Carats $ per carat Total $M

300,000 34.24 102892 180 18.92

Note: Grades quoted above in Table 4.3 represent recoverable grades that take into account

mining and dilution factors as well as losses in recovery normally expected during processing

of ore.

5.9 Revenues

The comments made in the Venmyn Report (p.11. 7.3) are informative:

“New Elands has a record of production of relatively high quality diamonds including many

high quality stones between 10 and 20 carats”. In today’s market these are in high demand

and can seriously boost the average production price. An average of US$180 per carat

seems not unrealistic.

5.10 Prospective Gross Revenues from New Elands Production

As this will effectively be a new start­up it is not appropriate to show a range of production

tonnes, grades and diamond values rather the extrapolated mean of historic results. These

include:



144

WAI/61­0452 29 July 2007

Output: 7500tpm x 11 months = 82,500tpy

Grade: 33cpht

Carats per year: 27225

Sales value per carat: US$180

Gross revenues per year: US$4.90M

5.11 Summary and Conclusions

A minor revenue (c R0.8M or US$0.1M) will flow from the tailings re­treatment. To prove

whether the mine can be opened as a viable underground operation will require both a major

study of available documentation and an underground investigation. Depending upon the

availability of funds during the redevelopment of all the operations, New Elands should be

progressed but not as an immediate priority. As stated, its historic stone size, quality and

grade could be beneficial to the group mix.
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6.0 SUPERKOLONG DIAMOND TAILINGS RETREATMENT PLANT

6.1 Status

This is known as the SMI4 Project. Located close to Kimberley it comprises a new­build,

highly automated plant capable of treating up to 80,000tpm of tailings from the dumps of the

old De Beers Kimberley mines. It is effectively a joint venture with De Beers whereby

Superkolong processes the tailings on behalf of De Beers for which it receives a toll­

treatment fee and a share of profits of the diamonds, which are marketed by De Beers.

Superkolong is owned 70% by Dwyka and 30% by its Black Empowerment Partner (“BEE”),

Kolong Investment Ltd.

6.2 Background

This hybrid operation incorporates most features of the evolution of South Africa politically

and through its diamond industry including the advent of large­scale tailings re­treatment, the

accommodation of participation by Black Economic Empowerment groups and joint venturing

with De Beers.. At the outset it presented a low risk operation, with De Beers guaranteeing

at least 4.7Mt of tailings (seven years life at 50,000tpm), covering the operating costs on a

payment per tonne treated plus a share of profits on diamond sales. The plant had a target

capital cost of R20.0M. The budget overshot and the commissioning time was extended.

SMI4 became operational in 2006. Whilst the plant is now fully commissioned, recoverable

grades have been erratic fluctuating around the target of 5­8 cpht. The company has no

control over grade since the feed is delivered by De Beers in its own trucks. The Company

Figure 6.1 Typical diamondiferous

tailings



146

WAI/61­0452 31 July 2007

recognises however that going forward, grade fluctuation is best dealt with by increasing

production throughput rates and benefiting from the associated economies of scale.

6.3 Current Activities, Output and Costs

De Beers has announced a proposal to sell a proportion of the tailings dump resources that it

owns within the Kimberley area rather than continue to operate under the terms of the

existing contract basis. This would effectively terminate the current agreement between

Dwyka and De Beers and be replaced by a newly negotiated agreement. Dwyka has bid on

the purchase of the remaining 3.5Mt dump allocation (currently subject to an existing contract

between Dwyka and De Beers) together with a bid for further resources to extend the life of

the operation. WAI points out that there is no guarantee that the enlarged group will be

awarded a contract to purchase additional tailing resources but the facts that firstly, the

companies are actively negotiating a purchase agreement, secondly, Dwyka already has a

producing plant on the site, thirdly, KimCor has made it known that it would finance the

expansion of the existing SMI4 processing facility and therefore demonstrated a long­term

commitment and finally, the fact that the tailing re­processing project plays a significant role

in allowing for BEE partnership in mining ventures provides a measure of comfort and

probably secures a long­term future for the Company on the Project. Importantly, the

purchase of tailings dumps also presumably means the Company will have the freedom to

market its own production.

At a head grade of 6cpht and assuming no increase in throughput over and above the

current rate of 50,000tpm this would equate to 36,000 carats per year. As tailings diamonds

they might not average above US$80­100 per carat, generating revenue of US$2.8M ­ 3.6M

per year.

Figure 6.2 SMI4 Processing

plant
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The operation currently employs 42 people and it is anticipated that this will continue.

6.4 Projected Output and Costs

Whilst the target output is currently 50,000tpm or 550,000tpy the plant as designed could

exceed this, perhaps to 80­100,000tpm. Management has outlined plant modifications it

wishes to make. These are of course subject to the availability of capital. One is to install a

bank of six pans immediately after the crusher, to skim off up to 30% of the non­Kimberlite

waste, allowing a greater feed into the Dense Media Separation (“DMS”) plant.

The existing tailing plant has not performed for a sufficient length of time to allow sustainable

costs and profitability to be predicted.

6.5 The Development Plan

A capital programme has been devised for this tailing re­treatment operation which aims to

achieve the following:

Specifically capital is to be allocated for the following purposes:

�x Double production from the current rate of approximately 50,000 ­ 100,000tpm;

�x Optimisation of plant efficiencies by replacement of some elements of the existing

plant and the installation of equipment to reduce bottlenecks;

�x Benefit from the economies of scale attributable to an increase in production

throughput.

Capital items that have been allocated for the SMI4 operation totalling ZAR9.6 million

(£0.686 million).

Table 6.1: SMI4 Throughput and Revenue Projections

Gross Revenue

(US$M) @ US$/Carat

Tonnes/Year

Processed

Recovered

Grade (cpht)

Carats

Produced

50 75 100

1. 550,000 6.0 33,000 1.65 2.48 3.30

(50,000 tpm) 8.0 44,000 2.20 3.30 4.40

10.0 55,000 2.75 4.13 5.50

2. 825,000 6.0 49,500 2.48 3.71 4.95

(75,000 tpm) 8.0 66,000 3.30 4.49 6.60

10.0 82,500 4.13 6.19 8.25

3. 1,100,000 6.0 66,000 3.30 4.49 6.60
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(100,000 tpy) 8.0 88,000 4.40 6.60 8.80

10.0 110,000 5.50 8.25 11.00

Note: Grades quoted above in Table 6.1 represent recoverable grades that take into account mining

and dilution factors as well as losses in recovery normally expected during processing of ore.

6.6 Resource Estimate

Based on the existing contract in force with De Beers, SMI4 had a total available tonnage for

mining of approximately 4.7 million tonnes at a recoverable grade of between 6 and 8cpht.

After deducting recent production by SMI4, this tonnage is reduced to approximately 3.5

million tonnes. It is not possible to estimate or report on the likely tonnage of additional tailing

material that may be secured or purchased from De Beers in the future.

6.7 Summary and Conclusions

This plant and the associated joint venturing agreements were promoted as a flagship

venture for Dwyka. It has yet to deliver, consequent upon both cost and time overruns. A

major change is the decision by De Beers to possibly sell the tailings dumps, rather than

contract them out via a joint venture. Whilst it is considered likely that Dwyka will be the

preferred bidder, failure to secure these dumps would obviously limit the life of the SMI4

project.

The management team has both the experience and enthusiasm to take this project forward.

Their proposals for modification to enhance throughput should be considered seriously.

Operationally, the site presents itself as a show piece facility with, importantly, sufficient

waste dumping space for coarse tailings located close by.

If the plant production rates are increased as advocated by KimCor, then the life on the

presently secured volume of tailings will be less than four years. This makes the securing of

additional resources imperative.
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7.0 BELLSBANK TAILINGS RECOVERY PLANT

7.1 Status

KimCor became the 100% owner of the diamond­bearing Bellsbank dumps on its acquisition

of Free State Diamond Mines (Pty) Limited in 2005. A CPR study showed an in­situ value of

US$41.6M based on a recovery of almost 300,000 carats at a mean value of US$180 to

US$200 per carat. This is high in tailings recovery terms and presumably based on results

from the original underground Bellsbank Mine. A new recovery plant was built on site, and

commissioned in late 2006. This is a well engineered, high capacity plant but was initially

severely hampered by a lack of an adequate water supply. An announcement by the

company on 12 June 2007 stated that this problem had been overcome and that the new

arrangements were adequate for planned increases in capacity.

7.2 Location

The recovery plant, on the site of the disused Bellsbank Mine, is located 60Km NNW of

Kimberley in the Northern Cape Province of South Africa.

7.3 Geology

An understanding of the geology of the area is relevant insofar as fissure mining on the

Bosele exploration licence may be restarted at some point. The kimberlites occur in fissures

of which there are three main systems, the Main, the Bobbejaan and the Water, the first two

having been the most exploited. The fissures intrude the dolomitic limestones of the

Campbell Rand Series, the Cape equivalent of the Transvaal Group sequence that dip 5° to

the west. The surface outcrop is noted by limestone and calcrete development visible on the

aerial photography. Each actually consists of a number of smaller, parallel fissures, varying

in width from 0.5m to 1.2m, striking NE­SW and dipping to the SE at between 80 and 85°.

7.4 Background

The Kimberlite potential of the Bellsbank area is believed to have been discovered in 1952.

Several companies worked it extensively along 4km of strike comprising interconnecting

blows and fissures. These fissures were able to sustain more than 7 satellite plants and

resulted in the sinking of 18 shafts. As a result there is numerous, potentially economic

tailing dumps scattered across the whole area. Previous owners included Trans Hex,

Messina and Bellsbank Consolidated Mines Limited.
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7.5 Current Activities

KimCor reasonably took the view that to succeed as a junior in the diamond industry it would

need to establish early cash flow through production, enabling it to pursue other acquisitions

and exploration to underpin long term growth. The Bellsbank tailings recovery plant was

designed to process a dump containing approximately 3.85mt through a 50,000tpm plant at

an anticipated recoverable grade of approximately 6.5cpht. During its first few months the

operation was severely hampered by a lack of reliable water supply, which forced the plant to

run intermittently and prevented any attempt to tune it for optimal recovery. WAI understand

that the water supply concerns have been addressed but during the first year of operation

KimCor has observed that the dilution caused by the complex stratification within the dumps

(resulting from dumping of feeds from numerous sources) is significantly greater than that

expected by AMEC and that average plant feed grades are more likely to be in the 4 to 4.3

cpht range.

In June 2007, KimCor announced changes in mining and processing methodology at

Bellsbank aimed at accommodating the variable physical characteristics of the tailing feed

Figure 7.1 Bellsbank main dump and

processing plant
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material and compensating to a degree for its variability and lower than expected average

grade. WAI understand that these included;

�x Re­negotiation of contract mining rates to a new fixed cost per tonne mined and

delivered. Under the new contract terms a fixed monthly lump sum is paid on the first

52,000 tonnes delivered.

�x Relocation and disposal of waste tailings generated by the processing plant under a

scheme using conveyors that removes the need to pay a contractor to transport it.

The coarse component of the tailings representing 70 percent of the input feed was

originally hauled to tailings disposal sites by a contractor. Under the amended

contract terms, Free State assumes responsibility for tailings disposal which at full

production (52,000tpm) represents a saving of approximately ZAR2.5 million per

annum (based on 70 percent of 624,000tpa at ZAR4.75/t plus diesel costs).

�x Under the guidance of mine management at Bellsbank and the day to day oversight

of a grade control officer, the mining contractor is, under the new “bulk” mining

regime, required to combine mine tailing feed from sites elected by the mine manager

without the need to segregate the various ages and grades of tailings found in

dumps. This has allowed the mining contractor to reduce the number of machines

required to load tailing material and increased the speed of turnaround of haul trucks;

�x This same procedure, by reducing loading and haulage times provides scope for a

significant increase in the tonnage of tailings that can be delivered to the plant and it

is the intention of Free State to significantly exceed the 42,000 tonne per month

minimum rate prescribed in the mining contract and thereby reduce overall the cost

per tonne of feed.;

KimCor has advised that the new mining strategy has resulted in the following:

�x An overall reduction in unit cash costs of around ZAR0.90 per tonne mined and

delivered;

�x An overall reduction in the unit cash cost of approximately ZAR4.0 per tonne for

tailing waste disposal;
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�x An ability to economically mine and process lower grade feed by virtue of the

economies of scale being generated by projects that significantly increase the plants’

capacity.

As a result the following outputs have been achieved.

Table 7.1: Bellsbank Historic Production Records

Bellsbank Tailings Project: Results & Projections 2007 ­ 200 8

Feb­07 Mar­07 Apr­07 May­07 2008+
Carats Produced 579.13 666.71 900.19 1554.68 5,074
Tonnes Treated 16,246 19,118 30,164 40,369 118,000

Grade (cpht) 3.6 3.5 3 3.9 4.3

KimCor is also implementing a new processing strategy designed to encourage economies

of scale by maximising the Bellsbank plant throughput. A total of six diamond recovery pans

(14ft diameter) have the capacity to accommodate up to 17 tonnes of tailing feed per hour

per pan. This equates to approximately 58,000 tonnes of tailings per month, assuming limited

downtime and a 26 day month.

The capacity of pans can be significantly increased by the use of Dense Media Separation

(“DMS”) and Bellsbank has acquired an 8 tonne per hour DMS plant which is currently being

installed at the Bellsbank plant. The DMS plant is, based on specification, expected to enable

the pans to effectively increase their throughput rate by approximately 30% (from 17 to 22

tonnes per hour). In order to ensure that the pans continue to operate efficiently and that

diamond losses through processing are minimised, the pans will be “tapped” continuously.

Figure 7.2 14ft diamond

recovery plant
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The operation of a DMS plant in combination with the pans will also result in an overall

reduction in the total volume of concentrate generated for processing through final recovery

and the removal of diamonds. As a result, the Company will be able to transfer concentrate

to a dedicated final recovery plant already used by Dwyka, and located in Kimberley. This

has a number of advantages;

�x Firstly, centralised processing and the associated improved monitoring of recovery.

�x Secondly, centralised processing will allow Free State to close its existing final

recovery section which is based on the use of grease tables. The current process

employed at Bellsbank is less efficient than the Sortex facility employed by Dwyka.

There is also a potential security enhancement.

�x Finally, the closure of the final recovery section will result in a reduction in water

consumption rates by the plant, equivalent of nearly 35 per cent of current demand.

This reduction in demand provides the opportunity to divert this spare water to further

processing technologies aimed at increasing production rates over and above that

forecasted from the addition of the DMS unit.

In addition to the planned DMS unit, WAI understand that Bellsbank has undertaken a review

of pre­concentration technologies that can be applied in the diamond industry and has

identified a technology that has a proven track record in reducing the volume of tailing feed

by removing, at the front end of the processing circuit, a large proportion of light tailing

material that is unlikely to contain diamonds. As a consequence of the process of pre­

concentration, the volume of tailings fed into the plant per ton of tails delivered to the plant is

reduced. The unit under consideration has a design capacity to process and pre­concentrate

a feed of 80tph or 45,000tpm. Based on test work undertaken on specific dumps at

Bellsbank, the feed can be significantly reduced.

The pre­concentration unit will be semi­mobile, located close to the working face on each

dump to be processed. As a result, haulage to the plant will be restricted to the 5 per cent

high­grade pre­concentrate whilst the balance will be immediately returned to a point

alongside the dump for disposal using a conveyor system.

The original AMEC Competent Persons Report estimated a life of mine of 6 years based on

a production rate of approximately 700,000 tonnes per annum. The significant increase in
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throughput even taking into account the previously mentioned estimated increase in the

resource will halve the time taken to deplete the dumps at Bellsbank to approximately 3

years

The installation of a DMS unit and the subsequent processing of tailings through a Flowsort

(X­ray diamond recovery plant) is expected to increase recoveries significantly to an average

estimated grade of 4.3cpht.

7.6 The Development Plan

The press release of 12 June 2007, spells out the Company’s ambition to turn Bellsbank into

a major producer from the processing of tailings. The plant modifications necessary to

achieve this significant increase are based on commercial practices applicable to the present

market and equipment that is commonly used in tailing re­processing. The Company intends

to install an 8 tonne per hour DMS unit as well as a Gekko pre­concentration plant..

The operation currently employs 50 staff and it is anticipated that this will reduce to 45.

7.7 Projected Output and Costs

Given its short operational history, Bellsbank’s costs to date cannot be used to project the

future. The measures announced in the recent press release are ambitious but show a

strategic, well engineered plan. The Bellsbank resource is stated by AMEC Earth &

Environmental (“AMEC”) in their Competent Persons Report 2005 to comprise an indicated

and inferred 3.0 million tonnes of tailing material together with a further tonnage of

approximately 800,000 tonnes of mixed tailings. A further similar quantity of tailings and

mixed coarse ore/waste was noted by AMEC but not included in the resource estimate.

Since that time, KimCor has undertaken further work pitting and trenching extensively across

the surface area of the Bellsbank lease and identified further (unverified potential tailing

material). Taking into account the tonnes mined and processed to date by KimCor together

with the additional tailing material identified but not classified by AMEC, it is reasonable to

assume that a total resource of approximately 4.0 million tonnes remains on the site as

illustrated below in Table 7.2.

Table 7.2: WAI Resource Estimate on the Bellsbank Property

Locality Type Tonnes

(Mt)

cpht Classification

Bellsbank Lease

Area

Total

Tailings

Tailings

3.0

0.80

3.80

4.3

4.3

4.3

Indicated Resource

Inferred Resource
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Note: Grades quoted above in Table 7.2 represent recoverable grades that take into account mining

and dilution factors as well as losses in recovery normally expected during processing of ore.

A concern has to be the life of the remaining tailings reserve on the basis that at projected

full output of 1.416Mtpy this gives only three years operational life. There are other known

dumps within an economic operating radius and the purchases of these should be

negotiated. If forecast efficiencies and throughput are achieved this will be one of the lowest

cash cost producers in the region.

7.8 Revenues

Records show (KimCor report 27 June 2006) that the Bellsbank underground mine

consistently produced high quality diamonds, quoted as being, from the Main fissures, “white

90% gem quality and with a 1993 average value per carat of US$200 – 250. Given the

increase in market values since then, the target of US$180­200 per carat for tailings –

recovered stones may not be unrealistic, although a high percentage of large stones cannot

be anticipated. It is advised therefore that a more conservative figure of US$100 – 120 per

carat be used for scheduling purposes. This will also take into account the wide fluctuations

in sales prices achieved for small stones during the past 12 months. The range of attainable

sales revenues in the period July 2007 – December 2008, might maximise as:

Table 7.3: Bellsbank Diamond Production and Revenue Foreca st

Production Period July – Dec 2007 January ­ December 2008

Carats Produced 9,330 9,330 20,000 40,000 60,888

US$ Per Carat 120 120 120 120 120

Total US$ M Revenues 1.12 1.12 2.40 4.80 7.31

7.9 Gains by Further Beneficiation

Smaller miners generally favour the sale of their diamonds as rough stones by open tender.

It realises ready cash and is transparent. It does not entirely preclude buyers acting in

concert. There is some merit, if cash flow permits, to considering the polishing of the larger,

higher quality stones and offering these at auction or to a major retailer. KimCor has a small

cutting factory in Johannesburg which it is considering relocating to Kimberley. The South

African Government has offered recently a range of stick­and­carrot incentives for local

beneficiation which include relief from export duties. Local labour costs are such that it

would not be economic to cut smalls since on neither a cost nor quality basis can South

Africa compete with established centres such as India and China. But by cutting the larger

stones it might fulfil its local requirement on a value, not volume basis.
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7.10 The Tailings Resource

A CPR report by AMEC (January 2006) notes a resource of 3,871,000t (3.076mt Indicated

and a further 795,000 tonnes inferred – AMEC CPR Report January 2005) contained in nine

separate dumps. Other tailings accumulations are known to exist in the vicinity but are not

yet quantified.

Grades are very difficult to predict in a tailings resource, even with large bulk sampling.

Recovered grades are the key. The current final sorting system at Bellsbank is manual and

less reliable than more modern methods used elsewhere.. The intention to ship a final

concentrate to the group sorting facility in Kimberley is a sound move, both for security and

recovery reasons. This, plus historic mined grades and recovered tailings grades to date

make an overall figure of 4.3cpht not unrealistic. The possible total of recoverable diamonds

is thus 164,917 carats, less production to date.

7.11 Life of the Operation

Given management’s intention to double throughput to 1.416Mt/year by the installation of a

DMS unit and a mobile (GEKKO) pre concentration unit, the life of the operation based on

the current resource is approximately three years.

7.12 Summary and Conclusions

If the targets set by KimCor in the 12 June 2007 press release are substantially met,

Bellsbank will become a major contributor to the enlarged group’s revenues. An important

feature is that the operation lies within the daily catchment area of the Kimberley

headquarters which include final sorting and excellent workshop facilities.

To enable the operation to be expanded as planned a capital budget of £180,000 has been

allocated. This will be used to fund the installation of an 8 tonne per hour Dense Media

Separation unit (“DMS”) and the purchase of a Gekko pre­concentration plant.
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8.0 PLANT AND EQUIPMENT EX DE BEERS

In 2006 Dwyka made an arrangement with De Beers, whereby Dwyka took a substantial

interest in the plant and offices of De Beers, situated in Kimberley. These included:

�x A number of offices on a care and maintenance basis for a 10 year period; and

�x The purchase of a specialised sampling plant and a substantial engineering

workshop for the sum of R4.0M (£285,000).

This purchase and lease arrangement now affords the Company an excellent head office

facility. It also houses the final sorting and grading facilities for diamonds for the group’s

operations. It is noted that a budget of £50,000 has been allocated for improvements and

additional equipment.
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9.0 THE BOSELE EXPLORATION PROJECT

9.1 Location

This site was not visited as it contains no surface structures; nor visible geological features.

It is an early stage exploration project, 30km NW of Kimberley.

9.2 Exploration

The project covers 1135ha, contiguous with the Messina ­ Dancarl diamond Mines which

exploit the Bobbejaan fissure. Drilling has intersected the same Bobbejaan fissure, which

may be continuous from the Bellsbank property. It has been a prolific producer in the past

and bulk samples taken in 2005/6 produced diamonds (R. Ferraris, diamond consultant).

Given its close proximity to the Bellsbank tailings plant and the short life of that operation it is

the intention to make further exploration a priority. With some conversion, the tailings plant

could be used to treat Bosele production. An immediate budget has been set for this and will

presumably be enhanced as necessary. It is an example of the long term strategy being

applied to the direction of the enlarged operations. The mined fissures were typically high

grade (50­85 cpht) and high value ($180­200 per carat).

9.3 Summary

The long history of diamond mining in the Kimberley district make the probability of a major

new discovery unlikely but that of extending known trends and deposits highly prospective.

Their overriding advantage is that they sit within easy travelling distance of the company

headquarters and benefit from the best documented and understood diamond geology in the

world.
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10.0 TANZANIA EXPLORATION PROJECT

This acquisition from De Beers has two known diamondiferous pipes in the Nzega District of

Tanzania. Little work has been done on the property since the acquisition although data

exists and is available regarding De Beers previous work. The financial equity structuring

arrangement is that Dwyka holds 95%, and De Beers 5%. Dwyka is expected to fund

exploration costs in the region of US$1.5M. Upon completion, De Beers has the option to

acquire a 51% shareholding in the project by reimbursing Dwyka three times its exploration

spending. Alternatively it may elect to remain a 5% shareholder or consent to a 1.5% gross

revenue royalty. Dwyka will be required to sell all diamonds recovered in the licence area to

De Beers.

As with most of its prospects, De Beers appears to have done sufficient preliminary work to

confirm the prospectivity of these two kimberlites whilst being content to joint venture them.

An independent report by Duncan Geological Consulting (DGS) of the UK commented on De

Beers exploration on the two kimberlites as follows:

10.1 The Mahene Kimberlite

This is a proven diamondiferous pipe with a sub outcrop of approximately 6.77ha which is

covered by a maximum overburden of 59m. Two small bulk samples (24.42 and 53.27t)

gave low values of 4.30 and 7.2cpht respectively but these are not indicative. However, an

extrapolation of the micro diamond analysis by DGS gave an in­situ grade of 26.24cpht.

10.2 The Itanana Kimberlite

This has only one third the surface expression of Mahene and is of lower grade. It is

ventricular in shape and with only 5­15m overburden. DGS recommended therefore that

trenching to obtain a large bulk sample (minimal 10,000 tonnes) would be the chosen option.

Upon examination this deposit does not present itself as a complex deal. If De Beers

converts its option, on a payment of US$4.5M, the entire company will have a basis valuation

of US$8.8M. Dwyka’s residual 29% will have a paper value of US$2.5M and it will receive a

net US$3.0M in cash (US$4.5M ­ 1.5M). But it will lose marketing control and thus the ability

to upgrade its production. Further, it will be subject to the overriding scrutiny of the dominant

group. Compared with some of its neighbours, Tanzania presents a favourable investment

climate with a range of start up incentives. KimCor has proposed an initial budget of

£765,000 to advance the project.
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11.0 THE KOFFIEFONTEIN EXPLORATION PROJECT

This diamond exploration project is located 50km SE of Kimberley and 20Km NE of the

historic Koffiefontein clusters in the Free State. It covers 18 farms totalling c. 10,000ha.

Three prospecting rights have been issued by the Department of Minerals and Energy

(“DME”). Originally granted to CFM Diamonds (Pty) Limited these rights were ceded to

Koffiefontein Diamonds, a subsidiary of KimCor. They are at an early stage of exploration

which the immediate budget of £25,000 (R350,000) recognises. The largest development in

the area was the Koffiefontein Mine (1870). It was closed by De Beers in 2006 but has been

bought by the Petra Group as a reopening prospect. Road access and services to the

project are good. The area is relatively flat and featureless and poorly exposed. The

geology comprises shales, siltstones and sandstones of the Karoo Sequence. Old, shallow

pits on the licences have exposed weathered kimberlites with an abundance of diamond

indicator minerals. That the area is diamondiferous is not in doubt. Following a ground

magnetic survey in 2002 (1000m x 400m),a percussion drilling programme delineated a

small kimberlite pipe (c. 2ha) plus accompanying indicator minerals. A subsequent aero

magnetic survey conducted by the Council for Geosciences over the full licence area proved

encouraging. The area of early interest includes the farm Nooitgedacht where there is hoped

to be potential along the E – W fissure of the satellite pipe.

The project has been reviewed by Rio Tinto who following a review of exploration data

indicated that the kimberlites identified where probably of insufficient size to warrant their

further involvement.

11.1 Exploration General

The allocation of budgets and personnel to the exploration arm of KimCor will need to be

focused on maintaining and increasing availability and nearby production tonnages,

preferably within the Kimberley area.
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12.0 SUPERMIX MINING – BRICK MAKING

12.1 Status

Supermix comprises four separate but interlinked businesses. They are:

�x De Hoop, which owns a mining permit with scope to produce sand and gravel;

�x Nooitgedacht, as described, with sand and gravel facilities, producing as a by

product of diamond mining;

�x Biz Africa, producing bricks and paving blocks; and

�x Supermix producing ready mixed concrete.

Until recently the diamond operations were producing sufficient sand and aggregate to

supply the industrial business at a markedly lower cost than that which could be achieved

from buying­in raw materials from outside suppliers.. This ceased when the Nooitgedacht

alluvial diamond mining operation was temporarily closed. It is now planned to reopen

Nooitgedacht mine to recover diamonds and produce sand and aggregate as a by­product..

The building products business is the largest of its type in the Northern Cape and supplies

such major companies as LTA ­ Grinaker and Murray and Roberts. The scope for continued

growth is clear, not only as South Africa upgrades its infrastructure for the 2010 World

Soccer Cup but for ongoing low cost housing projects and larger municipal projects in the

Northern Cape.

The business, in common with most of Dwyka’s companies, has been cash starved and

generally neglected. There is an urgent need to replace old equipment, and retain and

expand the customer base. This has been recognised by the allocation of R6.0M (£420,000)

to capital improvements.

12.2 Locations

The yard and production facilities are situated on the outskirts of Kimberley, Northern Cape

province and are in all respects well served by roads, services and a ready availability of

labour. The Nooitgedacht Mine is 15km distant.

12.3 Background

The group began business in 1989 as an alluvial miner which utilised the generated sand

and stone to operate a mobile ‘ready­mix’ batching plant. To this was then added a brick

manufacturing facility. This is now a fully automated unit, capable of operating round the

clock with a capacity to make 1.5 – 2.0 million bricks per month. The Ready Mix batching

plant is the largest revenue contributor, at 85% by volume and 60% by sales revenues. Its
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capacity of 3,000m³ per month is mostly absorbed by the three largest customers. Seven

mixer trucks are employed.

12.4 Current Activities

Products include:

�x Stock bricks. These are standard building bricks of which the plant can produce up

to 2.0M per month.

�x FHA Low Cost Housing bricks. These are larger size bricks, specifically designed

for the low cost housing market.

�x Paving. Two types are produced, standard and zig­zag. The capacity is 1.2­1.5m

per month.

�x Ready Mix. The capacity of 3,000m³ per month was tested in May 2007 by an off

take of 2,500m³ by LTA – Grinaker. The cement is purchased from a nearby

supplier.

An on­going lack of capital is preventing the company from optimising efficiency and

maximising revenues. As an example, having to hire trucks for product delivery and buying

in of sand and aggregate are costs that do not need to be incurred and which would

combined significantly improve income.

Currently 63 staff are employed and it is anticipated that this will continue.

Figure 12.1 Supermix – Ready mix plant
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12.5 The Recovery Plan

A budget equivalent to £420,000 has been approved for the purchase and refurbishment of

delivery vehicles and other equipment. The resultant cost saving here is not precisely

quantifiable but broadly assuming a sub­contractor margin of 20 percent on the average

monthly cost of R130,000 the saving approximates to R26,000 per month.

Table 12.1: Production Costs

Product Internal
Price

(ZAR/m³)

Bought­in
Price

(ZAR/M³)

% Saving

(%)

Monthly
Contractor

Cost
(ZAR/mth)

Total Monthly Saving

(ZAR/month)

Sand 65 (1) 100 35 404,305 141,716
Aggregate 65 140 54 200547 108,295
Total Saving 250,011
Add Transport
Saving

26,000

Total Saving 276,011.00

Recent production costs (Jan – April 2007) have been averaging ZAR2.3M. The above Table

12.1 demonstrates an overall saving of 12% on global costs.

Other initiatives to be put in place include:

�x In addition to continuing to service the existing large, high profile customer base, the

Company proposes an increase in cash customers which would allow the Company

to expand its overall customer base and reduce risks associated with late payment

and bad debt;

�x Actively seek new business;

�x Marketing and product review to explore opportunities to expand the product base.

Note (1) The internal production cost figure quoted by management for both sand and aggregate at

Nooitgedacht is R45/m³. Presumably this is on f.o.b. price. A further R20/m³ has been added to allow

for haulage.

12.6 Conclusion

The planned capital injection plus incentives to the management team should again return

Supermix to robust profitability in a strong market and provide additional income for the

expanded group that can be re­invested in diamond mining projects.

The Company has an ideal opportunity to capitalise on its dominant position in the regional

market place and has recently appointed a new manager familiar with the business who is

expected to maintain growth prospects and cash flow.
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13.0 THE CENTRALISED SORTING FACILITY AND PROCESSING OPERA TIONS

13.1 Status

The merger of the assets of KimCor and Dwyka combines two ingredients which will become

increasingly important in the diamond industry generally and in South Africa in particular.

These are central sorting and grading facilities in Kimberley, taken over as part of the lease

and purchase arrangements of assets from De Beers, and the KimCor cutting facility of

KimCor in Johannesburg. Both were visited during the CPR process. A budget of ZAR1.067

million has been allocated to complete various capital projects required to upgrade and

improve capacity.

13.2 Central Sorting

When diamonds are produced from several locations it makes sense from a security and

economic viewpoint to have the final separation and grading carried out at a central location.

Dwyka has such a facility at its Kimberley headquarters. Concentrate from its mining

operations is delivered in locked drums to the plant. This process greatly increases security

at the mine and in transit and is more efficient. The diamonds are then sorted into saleable

quality grades by experienced staff, typically De Beers trained. The existing plant includes a

final scrubber, grease tables and Sortex separation.

13.3 Upgrading

The path from mining to the purchase of retail jewellery has developed historically through

several stages. Typically there are:

�x Sales of rough for immediate cash by a miner to a broker or via a bourse;

�x Further selection by the broker and sales to a wholesaler;

�x A split of sales via cutting and polishing into the ‘cut’ wholesale or retail market;

�x Sales to manufacturing jewellers and fabrication into jewellery; and

�x Sales via retail stores, publications or internet to the end consumer.

A high price multiple attaches to each stage in the process. It is justified by time, quality risk

and value added constraints.

It would not be recommended, without serious research, that a miner develop a business

through to retail outlets, but there are reasons to examine the upgrading of certain quality

fractions at least to the cut and polished stage. KimCor has established a cutting facility,

ANMIC, in the Diamond Centre, Johannesburg, for that purpose. ANMIC it plans to expand

the facility and move it to Kimberley. Given the mix of stone sizes and qualities likely to arise

from the combined group it would make sense. The economics are these:
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�x Government pressure. The RSA Government, in line with others, is pressing for

local beneficiation and offering tax penalties and incentives accordingly. It

recognises that presently the country’s cutting industry cannot complete with

centres such as India and China on small goods, but can on larger stones. Thus

the tax is pitched on a value not a volume basis;

�x Large, high value stones are achieving even higher prices. Sales at auction or via a

major, named outlet are relatively simple and the transaction charges are moderate;

�x The combined group has a mixture of grades, sizes and values to support its

determination to develop central sorting and selective beneficiation;

�x The proposed budget of £50,000 (ZAR700,000) for relocation of the Kimberley

facilities may need to be re­engineered, particularly if third party business is

encouraged.
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14.0 MAINTAINING THE RESOURCE BASE

Table 14.1 indicates that the enlarged group could progress to becoming a + 200,000 carats

per annum producer, ranking alongside European, Target, TransHex, Kimberley and Petra.

However, work will have to be done to reach this position.

With five producing units (Bellsbank, SMI4, Blaauwbosch, Newlands, Nooitgedacht)

presently providing the total, the mix of cost of production, grade and sales values is of prime

importance.

The alluvial resources of KimCor, namely Nooitgedacht with a resource estimate of

approximately 16mt offers ample scope for expansion, particularly on the basis that

production is currently only planned for a maximum of 168,000 tonnes per annum.

Nooitgedacht offers a long life operation with proven high value for diamond production.

The underground potential at both Blaauwbosch and Newlands is long life and KimCor

recognises that on­going exploration and development is required to keep development

ahead of the production further explored.

In addition, a focus on New Elands and Bosele must be retained. Consideration should be

given to this being a dedicated task with a competent person being assigned to it.

Soft targets such as readily available alluvials, tailings dumps and nearby reopening

prospects are being readily sought.

Table 14.1: Tier Diamond Producers, Outputs 2007 (cts).

(Source: D. Hargreaves)

European 250,000 @ $45/ct

TransHex 207,000 @ $200/ct

Petra 175,000 @ $131

Target 160,000 @ $473



167

WAI/61­0452 52 July 2007

15.0 MANPOWER

The anticipated manpower of the combined operations is as follows:

Table 15.1: Free State Diamond Mines (PTY) Limited (Bellsba nk) Anticipated

Manpower

Operations 44

Administration 3

ANMIC Diamond Cutting 4

KimCor Head Office 6 full time; 2 part time

KimCor Total 57 + 2 part time including non­executives

Table 15.2: Dwyka Anticipated Manpower

Newlands 114

Blaauwbosch 123

SMI4 42

Industrial 63

Central Sorting 3

Nooitgedacht 6

Head Office 15

Dwyka Total 366
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16.0 SUMMARY AND CONCLUSIONS

The merging of the diamond assets of two junior companies, KimCor and Dwyka, both

centered on Kimberley, South Africa, is based upon a simple share swap concept. It fits the

current market perception of immediate or nearby cash flow supported by continuous

development to yield increasing output and long term services and conveniently achieves

consolidation of two diamond companies, something that the markets have been looking to

happen for some time.

KimCor vends in a single producing revenue stream in the Bellsbank tailings plant, a cutting

and polishing business and medium term exploration projects. Dwyka has two producing,

potentially long term underground mines, a joint venture tailings recovery project, an alluvial

operation linked to a building products plant and a potential underground re­opening

prospect as well as a host of useful ancillary and support services.

Given a sufficient capital injection and a careful direction of funds, KimCor could become a

plus 200,000 carats per year producer in 2­3 years. At this level it would join the ranks of the

5­6 mid tier companies who sit below the majors, De Beers, Rio Tinto, BHPB. Here it would

be positioned to become a major or to attract a takeover bid. The commercial variables

existing within the combined group must be harnessed to produce and present the best

economic fit. Urgent work must be done to produce a five year development plan. This must

show, with respect to each production and development unit, the following:

1. Resources in carats of diamonds;

2. The grades in cpht and the sales values per carat;

3. The associated cost of recovery and thus profitability;

4. The programme for maintaining and increasing revenues; and

5. The financial model, to accommodate operating costs, development to

maintain reserves and plans for expansion.

Monitoring the performance of the company against its competitors is also key to the raising

of capital or realising market value.

In summary, resources owned and operated by the Company are illustrated below in Table

15.1. Table 15.2 below illustrates the combined KimCor and Dwyka forecasts 2007 – 2009+
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Table 16.1: Combined Resource Summary – All Projects

Mine Resource Resource Resource Total Recoverable Total
Annual
Mining Annual Value Annualised Note

Type Indicated Inferred Resource Grade Carats Rate Product ion Revenue

(Mt) (Mt) (Mt) (cpht) (cts) (tpa) (cts) (US$/ct) (US$M/yr)

Blaauwbosch U/G ore 519,000 561,400 1,080,400 30 324,120 120 ­ 168,000 36 ­ 50,400 95 3.42 ­ 4.8 1

Tailings 900,000 900,000 8 72,000 250,000 20,000 75 1.5

Newlands U/G ore 102,000 2,805,572 2,907,572 23 635,631 72,000 16,560 85 1.41 2

Tailings 282,000 282,000 7 19,740 240,000 16,800 60 1.00

Nooitgedacht Alluvial 16,200,000 16,200,000 1 162,000 168,000 1,680 500 0.84 3

New Elands U/G ore 300,000 300,000 34 102,892 ­ ­ 180 ­ 4

Tailings 40,000 40,000 ­ ­ ­ ­ ­ ­

SMI4 Tailings 3,750,000 3,750,000 6 ­ 8 300,000 1,100,000 66 ­ 88,000 60 3.96 ­ 5.28 5

Bellsbank Tailings 3,870,000 3,870,000 4.3 166,410 1,416,000 60,000 100 6.0 6

Total 903,000 28,426,972 29,329,972 6 1,782,793 ­ ­ 83.6 ­ 7
Notes

Note 1: Blaauwbosch Mine

U/G resource estimate based on a review of historical data and documents produced principally in reports reviewed by Venmyn (2004)

Recoverable grade reported of 30cpht representing an average grade from kimberlite pipe caved ore and (with dilution) and fissure ore.

Caved ore grades expected to achieve 27cpht and fissure grades 35cpht (Tables 2.1 and 2.2)

Note 2: Newlands Mine

Table 3.2 assumes a ramping up in production from 2009 onwards. The above table 15 indicates a production rate of 6,000tpm which can be accommodated by the upgraded plant

Note 3: Nooitgedacht Mine

Prior to the suspension of operations the last production month was December 2006 when 55 carats were produced.

Note 4: New Elands Mine

The assumption has been made that no production will be derived from New elands for a period of at least 5 years

Note 5: SMI4

The project has suffered from both cost and time overruns.

Whilst the plant is relatively new, new management has recommended some simple design changes that would measurably increase production

Note 6: Bellsbank

Increases in Bellsbank production will result from the 2 stage installation of new equipment (DMS and Gekko plant). Production rates reflect the completion of these projects and their operation to

specification.

Note 7: Grades All references to grade unless otherwise stipulated refer to recoverable grades that take into account mining losses where appropriate as well as losses incurred during

processing. Unless specifically stipulated, WAI has recorded resources and resource statements according to the SAMREC Classification.
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Table 16.2: Combined Forecasts for Projects 2008 – 2009+

Budget 2008
Potential
2009+ Note

Annual
Mining Annual Value Revenue Annual Mining Annual Value Reven ue

Rate Production Rate Production

(tpa) (cts/yr) (US$/ct) (US$m) (tpa) (cts/yr) (US$/ct) (US $m)

Blaauwbosch U/G ore 110,000 33,000 110 3.63 168,000 50,400 110 5.54 1

Tailings ­ ­ ­ ­ ­ ­ ­ ­ 2

Newlands U/G ore 66,000 14,520 85 1.23 165,000 36,300 85 3.08 3

Tailings ­ ­ ­ ­ ­ ­ ­ ­ 4

Nooitgedacht Alluvial 110,000 1,100 500 0.55 110,000 1,100 500 0.55 5

New Elands U/G ore ­ ­ ­ ­ ­ ­ ­ ­ 6

Tailings ­ ­ ­ ­ ­ ­ ­ ­

SMI4 Tailings 1,100,000 66,000 60 3.96 1,100,000 66,000 60 3.96 7

Bellsbank Tailings 1,416,000 60,888 100 6 1,416,000 60,888 100 6 8

Total 2,802,000 175,508 88 15.37 2,959,000 214,688 89.56 19 .13

Note 1: Blaauwbosch Mine

Assumes mine production at 10,000tpm ramping up to 14,000tpm during 2008. The 14,000tpm (168,000tpa) must be regarded as an upper limit estimate

Potential diamond output of 50,400 cts per annum must be regarded as an upper limit which will take some time to achieve.

Annual production and carat production based on a range assuming a ramping up of production from 2008 onwards

Sales price in management accounts has varied considerably. The average quoted by management of US$110 per carat are used for forecasting whereas Table 15 quotes US$95 per carat which

reflects market conditions

Note 2: Blaauwbosch Tailings

KimCor proposes to mine a proportion of tailings resource present at the mine but this has not been factored into the production schedule.

Note 3: Newlands Mine

Sales value of US$65 per carat realised by March 2007 parcel is low and reflects the year to data, July 2006 ­ April 2007.

The average of US$85 per carat used in the forecast is in line with the Venmyn Report of 2004, adjusted for market conditions

Note 4: Newlands Mine Tailings

KimCor proposes to mine a proportion of tailings resource present at the mine but this has not been factored into the production schedule.

Note 5: Nooitgedacht Mine

The last sales were in January 2007 when 105 carats were sold at an average price of US$495 per carat.

No account is taken in revenues for the sale of sand and aggregates.

Note 6: New Elands Mine

The assumption has been made that no production will be derived from New Elands for a period of at least 5 years
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Note 7:SMI4

Whilst the plant is relatively new, new management has recommended some simple design changes that would measurably increase production

Carat production is based on an average recoverable grade of between 6 and 8cpht

Note 8: Bellsbank

Increases in Bellsbank production will result from the 2 stage installation of new equipment (DMS and Gekko plant). Production rates reflect the completion of these projects and their operation to

specification.

Sales values of US$100 per carat reflect verified data that shows Bellsbank to be able to add value through beneficiation.

Note 9: Grade & Resource classification

All references to grade unless otherwise stipulated refer to recoverable grades that take into account mining losses where appropriate as well as losses incurred during processing. Unless

specifically stipulated, WAI has recorded resources and resource statements according to the SAMREC Classification.
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APPENDIX 2

GLOSSARY OF TECHNICAL TERMS

aeromagnetic survey a survey of the earth's magnetic field carried out from a
helicopter or aeroplane

alluvial descriptive of sediments and gravels which have been deposited
by rivers or streams

blow a surface or sub-surface expression of kimberlite which may or
may not be diamondiferous, usually found in association with
kimberlite bearing fissures;

breccia rock formed by angular fragments of older rocks having been
bound together by some cementing medium

carat a measure of diamond weight representing 0.2 grammes

chrome diopside green pyroxene accessory mineral in some kimberlites

clastic sedimentary particles consisting of fragments of rock

cpht a measure of recoverable diamonds in carats per hundred tonnes
of material

concentrate the clean product, with a high concentration of one particular
mineral, recovered from an ore using mineral separation
techniques

diamondiferous containing diamonds

dilution the addition of non-mineralised rock to an ore zone in order to
facilitate effective mining

dip the angle at which a stratum is inclined from the horizontal

dump or dump material the bi-product of primary diamondiferous ore

dump reclamation the reprocessing and recovery of diamonds from previously
treated diamondiferous ore

fissure kimberlite dyke occupying a linear fracture

formation mapable unit of rock

fracture breaks in rocks due to intense folding or faulting

grade quantity of quoted metal or mineral relative to other
constituents in a specified quantity of rock

grease table a vibratory system with grease layers designed to trap diamonds

G10 garnet pyrope garnet violet or purple in colour with empirical
relationship to diamonds

ha hectares

host rock body of rock into which mineral deposits or igneous intrusions
occur
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ilmenite Fe Ti03, black shiny accessory mineral in kimberlites

Indicated Resource the portion of a mineral resource for which quantity and quality
can only be estimated with a lower degree of certainty than for a
measured mineral resource because the sites used for inspection,
sampling and measurement are too widely or inappropriately
spaced to enable the material or its continuity to be defined or its
grade throughout to be established

Inferred Resource a mineral resource for which tonnage, grade and diamond
content can be estimated with a low level of confidence. It is
inferred from geological evidence and assumed but not verified
geological and grade continuity. It is based on material gathered
by location of outcrops, pits and workings. Grade estimates are
based on information of limited quality and reliability

kimberlite an intrusive brecciated ultramafic rock containing olivine, and
accessories including ilmenite, chrome diopside and pyrope
garnets, and diamonds

kimberlitic containing kimberlites

km kilometres

milled the reduction in size of ore by the process of grinding using
either steel rods or balls

mineralisation the concentration of metals and their chemical compounds
within a body of rock

mineralogy study of minerals, including their distribution, identification and
properties

Mining Charter the broad Socio-economic Empowerment Charter for the South
African Mining Industry published pursuant to section 100(2)(a)
of the MPRDA

Mining Permit means a permit issued in terms of section 27.6 of the MPRDA.
The holder of the mining permit may enter the land to which
such permit relates together with his or her employees and may
bring onto that land any plant, machinery or equipment and
build, construct or lay down any surface or underground
infrastructure which may be required for the purposes of mining

Mining Right means a right to mine granted in terms of Section 32.1 of the
MPRDA. A mining right is subject to the MPRDA, any relevant
law, the terms and conditions stated in this right and the
prescribed terms and conditions and is valid for the period
specified in the right, which period may not exceed 30 years

MPRDA the South African Mineral and Petroleum Resources
Development Act 28 of 2002

MT metric tonne

open pit the main type of mine designed to extract minerals close to the
surface; also known as open cut

outcrop an exposure of bedrock at the surface of the ground
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pan a circular rotary paddle pan which is used to concentrate
diamonds by gravity principles

Probable Mining Resource the economically mineable part of an indicated, and in some
instances a measured, mineable resource demonstrated by at
least a preliminary feasibility study. This study must include
adequate information on mining, processing, metallurgical,
economic and other relevant factors that demonstrate, at the
time of reporting, that economic extraction can be justified

processing the mechanical method by which diamonds are liberated from
tailings using a combination of screens, a mill and rotary
diamond pans to produce a diamond bearing concentrate which
in turn is passed over grease tables to exploit the hydrophobic
properties of diamonds and separate them from mineral
components

prospecting licence means the term previously used under MPRDA and now
replaced with the term prospecting right

prospecting right(s) means a right to prospect granted in terms of Section 17.1 of the
MPRDA, any other relevant law and the terms and conditions
stipulated in the right and is valid for the period specified in the
right, which period may not exceed 5 years

pyrope garnet wine red garnet characteristic accessory mineral in kimberlites

reconnaissance first pass exploration of an area providing an indication of
prospectivity

recovery the proportion of recoverable diamonds obtained by processing
ore waste or scrap

resource in-situ body of rock containing measured, indicated or inferred
categories

Rooikoppie a generic term for gravel deposits found in the Northern Cape
Province of South Africa

S.G. specific gravity

Samrec the South African Mineral Resource Committee

shale a fine-grained laminated sequence

stratigraphy composition sequence and correlation of stratified rocks

strike horizontal direction or trend of a bed of rock or a geological
structure

tailings or tailings dumps reject products from a mineral treatment plant

terrace gravels the physical features resulting from the deposition of rock of
varying sizes along the course of a river

topography surveying the features of a place or region

tpa tonnes per annum
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APPENDIX 3

FINANCIAL INFORMATION ON KIMCOR

Set out in Appendix 3 of this document is the financial information on KimCor for the period from
incorporation to 31 March 2006 and for the year ended 31 March 2007. The financial information set
out in Appendix 3 has been extracted without material adjustments from the published audited
financial statements of KimCor.
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For the year ended 31 March 2007

Period
from

Year incorporation
ended to

31 March 31ÊMarch
Note 2007 2006

£ £

Revenue 6 200,480 33,080
OtherÊoperatingÊincome 4,994 260,883
MiningÊandÊtreatmentÊplantÊexpenses (175,922) Ð
EmployeeÊbenefitsÊexpense (612,743) (52,933)
DepreciationÊandÊamortisationÊexpense (142,466) (276)
OtherÊexpenses (855,651) (908,516)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Loss from operations 7 (1,581,308) (667,762)
FinanceÊexpense 8 (5,778) (1,181)
FinanceÊincome 8 50,604 4,003

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Loss for the period before taxation (1,536,482) (664,940)
Tax 9,10 15,590 (13,682)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Loss for the period after taxation
attributable to equity holders of the parent (1,520, 892) (678,622)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Basic and diluted loss per share 11 (2.37)p (2.07)p
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

AllÊamountsÊrelateÊtoÊcontinuingÊactivities.

TheÊnotesÊonÊpages 23 to 51 formÊpartÊofÊtheseÊfinancialÊstatements.

PAGE 16

CONSOLIDATED INCOME STATEMENT

K IM COR D IAMONDS PLC
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As at 31 March 2007

31 March 31ÊMarch
Note 2007 2006

£ £
ASSETS
Non ­ current assets
Property, plantÊandÊequipment 12 562,331 240,663
MiningÊproperties 13 1,844,171 2,033,837
Goodwill 14, 24 99,972 Ð
ProspectingÊrights 14 113,032 Ð
OtherÊnon-currentÊreceivables 6,984 9,355

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
2,626,490 2,283,855

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Current assets
Inventories 18 35,982 Ð
TradeÊandÊotherÊreceivables 20 107,761 121,897
CashÊandÊcashÊequivalents 19 519,947 2,533,137

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
663,690 2,655,034

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
Total assets 3,290,180 4,938,889

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

EQUITY AND LIABILITIES
Liabilities
Current liabilities
TradeÊandÊotherÊpayables 21 128,465 237,399
CurrentÊtaxÊpayable 10,215 13,682
Accruals 81,144 88,779

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
219,824 339,860

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Non­Current liabilities
DeferredÊtaxÊliability 10 433,156 448,746

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
433,156 448,746

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊliabilities 652,980 788,606
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Equity attributable to equity holders of the parent
ShareÊcapital 15 321,567 317,400
ShareÊpremiumÊreserve 16 3,571,832 3,411,416
ForeignÊexchangeÊreserve 16 (270,391) 43,028
MergerÊreserve 16 935,000 935,000
WarrantÊreserve 16 103,267 111,600
RetainedÊearnings 16 (2,038,653) (668,161)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

EquityÊattributableÊtoÊshareholdersÊofÊthe
Company 2,622,622 4,150,283

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

MinorityÊinterests 14,578 Ð
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊequity 2,637,200 4,150,283
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Total equity and liabilities 3,290,180 4,938,889
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TheÊfinancialÊstatementsÊwereÊapprovedÊbyÊtheÊBoardÊofÊdirectorsÊandÊauthorisedÊforÊissueÊon 21ÊAugustÊ2007.

Director

TheÊnotesÊonÊpages 23 to 51 formÊpartÊofÊtheseÊfinancialÊstatements.

PAGE 17
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As at 31 March 2007

31 March 31ÊMarch
Note 2007 2006

£ £
ASSETS
Non ­ current assets
Property, plantÊandÊequipment 12 1,868 736
Investments 17 1,020,007 1,020,000

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

1,021,875 1,020,736
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Current assets
TradeÊandÊotherÊreceivables 20 1,993,187 771,920
CashÊandÊcashÊequivalents 19 490,804 2,472,139

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

2,483,991 3,244,059
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Total assets 3,505,866 4,264,795
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

EQUITY AND LIABILITIES
Liabilities
Current liabilities
TradeÊandÊotherÊpayables 21 53,177 218,051
Accruals 60,755 81,885

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

113,932 299,936
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊliabilities 113,932 299,936
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Equity attributable to equity holders of the parent
ShareÊcapitalÊissued 15 321,567 317,400
ShareÊpremiumÊreserve 16 3,571,832 3,411,416
WarrantÊreserve 16 103,267 111,600
MergerÊreserve 16 935,000 935,000
RetainedÊearnings 16 (1,539,732) (810,557)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

3,391,934 3,964,859
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊequityÊandÊliabilities 3,505,866 4,264,795
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TheÊfinancialÊstatementsÊwereÊapprovedÊbyÊtheÊBoardÊofÊdirectorsÊandÊauthorisedÊforÊissueÊon 21ÊAugustÊ2007.

Director

TheÊnotesÊonÊpages 23 to 51 formÊpartÊofÊtheseÊfinancialÊstatements.
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ForÊtheÊperiodÊendedÊ31ÊMarchÊ2007

TotalÊ
Retained attributable
earnings Foreign toÊequity

Share Share Warrant Merger andÊother exchange holdersÊofÊ Minority TotalÊ
capital premium reserve reserve reserves reserve theÊparent interest equity

£ £ £ £ £ £ £ £ £
BalanceÊon
incorporation Ð Ð Ð Ð Ð Ð Ð Ð Ð
IssueÊofÊshareÊcapital 317,400 3,755,100 Ð 935,000 Ð Ð 5,007,500 Ð 5,007,500
IssueÊofÊwarrants Ð Ð 111,600 Ð Ð Ð 111,600 Ð 111,600
IssueÊcosts Ð (343,684) Ð Ð Ð Ð (343,684) Ð (343,684)
EquityÊsettled
share-basedÊpayments Ð Ð Ð Ð 10,461 Ð 10,461 Ð 10,461
ForeignÊexchangeÊon
translationÊofÊforeign
operations Ð Ð Ð Ð Ð 43,028 43,028 Ð 43,028

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
NetÊincomeÊrecognised
directlyÊinÊequity Ð Ð Ð Ð Ð 43,028 43,028 Ð 43,028

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
NetÊlossÊforÊtheÊperiod Ð Ð Ð Ð (678,622) Ð (678,622) Ð (678,622)

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
TotalÊrecognised
incomeÊandÊexpense
forÊtheÊperiod Ð Ð Ð Ð (678,622) 43,028 (635,594) Ð (635,594)

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
BalanceÊasÊof
1ÊAprilÊ2006 317,400 3,411,416 111,600 935,000 (668,161) 43,028 4,150,283 Ð 4,150,283

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
IssueÊofÊshareÊcapital 4,167 152,083 Ð Ð Ð Ð 156,250 Ð 156,250
ExerciseÊofÊwarrants Ð 8,333 (8,333) Ð Ð Ð Ð Ð Ð
EquityÊsettledÊshare-
basedÊpayments Ð Ð Ð Ð 150,400 Ð 150,400 Ð 150,400
ForeignÊexchangeÊon
translationÊof
foreignÊoperations Ð Ð Ð Ð Ð (313,419) (313,419) Ð (313,419)

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
NetÊlossÊrecognised
directlyÊinÊequity Ð Ð Ð Ð Ð (313,419) (313,419) Ð (313,419)

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
NetÊlossÊforÊtheÊyear Ð Ð Ð Ð (1,520,892) Ð (1,520,892) Ð (1,520,892)

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
TotalÊrecognised
incomeÊandÊexpense
forÊtheÊyear Ð Ð Ð Ð(1,520,892) (313,419) (1,834,311) Ð (1,834,311)

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
MinorityÊinterestÊdue
toÊacquisitions
ofÊsubsidiary Ð Ð Ð Ð Ð Ð Ð 14,57814,578

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ
BalanceÊasÊof
31ÊMarchÊ2007 321,567 3,571,832 103,267 935,000 (2,038,653) (270,391) 2,622,622 14,578 2,637,200

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ

TheÊnotesÊonÊpages 23 to 51 formÊpartÊofÊtheseÊfinancialÊstatements
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ForÊtheÊperiodÊendedÊ31ÊMarchÊ2007
RetainedÊ
earnings

Share Share WarrantÊ Merger andÊother
capital premium reserve reserve reserves Total

£ £ £ £ £ £
BalanceÊon
incorporation Ð Ð Ð Ð Ð Ð
IssueÊofÊshareÊcapital 317,400 3,755,100 Ð 935,000 Ð 5,007,500
IssueÊofÊwarrants Ð Ð 111,600 Ð Ð 111,600
IssueÊcosts Ð (343,684) Ð Ð Ð (343,684)
EquityÊsettledÊshare-based
payments Ð Ð Ð Ð 10,461 10,461

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
NetÊincomeÊrecognised
directlyÊinÊequity Ð Ð Ð Ð Ð Ð

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
NetÊlossÊforÊtheÊperiod Ð Ð Ð Ð (821,018) (821,018)

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
TotalÊrecognisedÊincomeÊand
expenseÊforÊtheÊperiod Ð Ð Ð Ð (821,018) (821,018)

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
BalanceÊasÊofÊ1ÊAprilÊ2006 317,400 3,411,416 111,600 935,000 (810,557) 3,964,859

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
IssueÊofÊshareÊcapital 4,167 152,083 Ð Ð Ð 156,250
ExerciseÊofÊwarrants Ð 8,333 (8,333) Ð Ð Ð
EquityÊsettledÊshare-
basedÊpayments Ð Ð Ð Ð 150,400 150,400

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
NetÊincomeÊrecognised
directlyÊinÊequity Ð Ð Ð Ð Ð Ð

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
NetÊlossÊforÊtheÊyear Ð Ð Ð Ð (879,575) (879,575)

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
TotalÊrecognisedÊincomeÊand
expenseÊforÊtheÊyear Ð Ð Ð Ð (879,575) (879,575)

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ
BalanceÊasÊofÊ31ÊMarchÊ2007 321,567 3,571,832 103,267 935,000 (1,539,732) 3,391,934

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ

TheÊnotesÊonÊpages 23 to 51 formÊpartÊofÊtheseÊfinancialÊstatements
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ForÊtheÊperiodÊendedÊ31ÊMarchÊ2007
PeriodÊfrom

AsÊat incorporationÊto
31ÊMarch 31ÊMarch

2007 2006
£ £

CASHÊFLOWÊFROMÊOPERATINGÊACTIVITIES
Loss beforeÊtax (1,536,482) (664,940)
AdjustmentsÊfor:
FinanceÊexpense 5,778 1,181
FinanceÊincome (50,604) (4,003)
DepreciationÊandÊamortisation 142,272 276
IncomeÊreceivedÊresultingÊfromÊtheÊloanÊwaiver Ð (260,069)
EquityÊsettledÊshare-basedÊpaymentÊexpense 150,400 10,461
ForeignÊexchangeÊdifference (90,653) 6,963
NetÊcashÊfromÊoperatingÊactivities
beforeÊchangesÊinÊworkingÊcapital (1,379,289) (910,131)
(Decrease)/increaseÊinÊtradeÊandÊotherÊpayables (120,036) 326,178
Decrease/(increase)ÊinÊtradeÊandÊotherÊreceivables 16,508 (111,487)
IncreaseÊinÊinventories (35,982) Ð

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcashÊflowÊfromÊoperatingÊactivities (1,518,799) (695,440)
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

INVESTINGÊACTIVITIES
PurchaseÊofÊproperty, plantÊandÊequipment (485,747) (166,666)
PurchaseÊofÊprospectingÊrights (113,032) Ð
LoanÊissuedÊtoÊsubsidiaryÊbeforeÊacquisition (3,500) (400,000)
AcquisitionÊofÊsubsidiary, grossÊofÊcashÊacquired (95,000) Ð
InterestÊreceived 50,604 4,003
CashÊheldÊinÊsubsidiaryÊatÊtheÊdateÊofÊacquisition 1,812 37,005

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcashÊflowÊfromÊinvestingÊactivities (644,863) (525,658)
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

FINANCINGÊACTIVITIES
ProceedsÊfromÊissueÊofÊordinaryÊshares 156,250 3,987,500
ProceedsÊfromÊissueÊofÊwarrants Ð 111,600
IssueÊcosts Ð (343,684)
ProceedsÊfromÊloansÊraised Ð 60,000
Re-paymentÊofÊloan Ð (60,000)
InterestÊpaid (5,778) (1,181)

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcashÊfromÊfinancingÊactivities 150,472 3,754,235
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊ(decrease)/increaseÊinÊcashÊandÊcashÊequivalents (2,013,190) 2,533,137
CashÊandÊcashÊequivalentsÊatÊtheÊbeginningÊofÊtheÊyear/period 2,533,137 -

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

CashÊandÊcashÊequivalentsÊatÊtheÊendÊofÊtheÊyear/period 519,947 2,533,137
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

ThereÊwereÊnoÊsignificantÊnon-cashÊtransactionsÊduringÊtheÊyear.

InÊpriorÊyearÊthereÊwasÊanÊequityÊconsiderationÊforÊtheÊacquisitionÊofÊFreeÊStateÊDiamondÊMinesÊ(Pty)ÊLimited.

TheÊnotesÊonÊpages 23 to 51 formÊpartÊofÊtheseÊfinancialÊstatements.
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ForÊtheÊperiodÊendedÊ31ÊMarchÊ2007
PeriodÊfrom

AsÊat IncorporationÊto
31ÊMarch 31ÊMarch

2007 2006
£ £

CASHÊFLOWÊFROMÊOPERATINGÊACTIVITIES
Loss beforeÊtax (879,575) (821,018)
AdjustmentsÊfor:
FinanceÊexpense 2,911 1,181
FinanceÊincome (120,780) (24,592)
DepreciationÊandÊamortisation 822 178
EquityÊsettledÊshare-basedÊpaymentÊexpense 150,400 10,461
ForeignÊexchangeÊdifference (8) Ð
NetÊcashÊfromÊoperatingÊactivities
BeforeÊchangesÊinÊworkingÊcapital (846,230) (833,790)
(Decrease)/increaseÊinÊtradeÊandÊotherÊpayables (186,004) 299,936
Decrease/(increase)ÊinÊtradeÊandÊotherÊreceivables 65,269 (96,313)
IncreaseÊinÊintraÊgroupÊreceivablesÊotherÊthan
loansÊissued (67,529) Ð

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcashÊflowÊfromÊoperatingÊactivities (1,034,494) (630,167)
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

INVESTINGÊACTIVITIES
PurchaseÊofÊproperty, plantÊandÊequipment (1,954) (914)
LoansÊissued (1,148,758) (655,000)
InterestÊreceived 50,532 3,985

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcashÊflowÊfromÊinvestingÊactivities (1,100,180) (651,929)
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

FINANCINGÊACTIVITIES
ProceedsÊfromÊissueÊofÊordinaryÊshares 156,250 3,987,500
ProceedsÊfromÊissueÊofÊwarrants Ð 111,600
IssueÊcosts Ð (343,684)
ProceedsÊfromÊloansÊraised Ð 60,000
Re-paymentÊofÊloan (60,000)
InterestÊpaid (2,911) (1,181)

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcashÊfromÊfinancingÊactivities 153,339 3,754,235
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊ(decrease)/increaseÊinÊcashÊandÊcashÊequivalents (1,981,335) 2,472,139
CashÊandÊcashÊequivalentsÊatÊtheÊbeginningÊofÊtheÊyear/period 2,472,139 Ð

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

CashÊandÊcashÊequivalentsÊatÊtheÊendÊofÊtheÊyear/period 490,804 2,472,139
ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

TheÊnotesÊonÊpages 23 to 51 formÊpartÊofÊtheseÊfinancialÊstatements
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ForÊtheÊyearÊendedÊ31ÊMarchÊ2007

1 CorporateÊinformation
TheÊGroupÊandÊcompanyÊfinancialÊstatementsÊofÊKimCorÊDiamondsÊplcÊ(theÊÒCompanyÓ)ÊforÊyearÊended
31 MarchÊ2007ÊwereÊauthorisedÊforÊissueÊinÊaccordanceÊwithÊaÊresolutionÊofÊtheÊdirectorsÊon 21 AugustÊ2007.

KimCorÊDiamondsÊplcÊisÊaÊnewÊdiamondÊminingÊandÊexplorationÊcompanyÊincorporatedÊinÊEnglandÊand
WalesÊonÊ21ÊMarchÊ2005ÊforÊtheÊpurposeÊofÊdevelopingÊdiamondÊminingÊassetsÊandÊprojectsÊprimarilyÊin
SouthÊAfrica.

2 BasisÊofÊpreparation
TheÊprincipalÊaccountingÊpoliciesÊadoptedÊinÊtheÊpreparationÊofÊtheÊfinancialÊstatementsÊareÊsetÊoutÊbelow.

TheÊgroupÊfinancialÊstatementsÊconsolidateÊthoseÊofÊtheÊCompanyÊandÊitsÊsubsidiariesÊ(togetherÊreferredÊto
asÊÔtheÊGroupÕ). TheÊparentÊcompanyÊfinancialÊstatementsÊpresentÊinformationÊaboutÊtheÊCompanyÊasÊa
separateÊentityÊandÊnotÊaboutÊitsÊgroup.TheseÊfinancialÊstatementsÊhaveÊbeenÊpreparedÊinÊaccordanceÊwith
InternationalÊ FinancialÊ ReportingÊ StandardsÊ (IFRSsÊandÊ IFRICÊ interpretations)Ê asÊ adoptedÊ byÊ the
EuropeanÊUnionÊandÊalsoÊinÊaccordanceÊwithÊtheÊCompaniesÊActÊ1985.

GoingÊconcern
TheÊCompany sentÊoutÊaÊnoticeÊconveningÊanÊEGMÊat 11 am on 20ÊSeptember 2007ÊtoÊapprove, amongst
otherÊthings, theÊacquisitionÊofÊDDHÊ(ÒtheÊAcquisitionÓ)ÊandÊtheÊplacingÊof 65,535,000 newÊordinary
sharesÊ ofÊ theÊ CompanyÊ at 6.5 penceÊ perÊ shareÊ (ÒtheÊ PlacingÓ). TheseÊ financialÊ statementsÊ haveÊ been
preparedÊonÊaÊgoingÊconcernÊbasisÊwhichÊassumesÊthatÊtheÊCompanyÊwillÊbeÊableÊtoÊcompleteÊtheÊproposed
AcquisitionÊandÊraiseÊtheÊrequiredÊfunds. InÊtheÊeventÊthatÊtheÊAcquisitionÊandÊPlacingÊareÊnotÊsuccessfully
completed, theÊCompanyÊwillÊneedÊtoÊseekÊalternativeÊfinancingÊinÊorderÊtoÊcontinueÊasÊaÊgoingÊconcern.
TheÊ financialÊ statementsÊ doÊ notÊ thereforeÊ includeÊ theÊ adjustmentsÊ thatÊ wouldÊ beÊ requiredÊ shouldÊ the
CompanyÊbeÊunableÊtoÊcontinueÊasÊaÊgoingÊconcern.

TheÊcompanyÊhasÊtakenÊadvantageÊofÊtheÊexemptionÊprovidedÊunderÊsectionÊ230ÊofÊtheÊCompaniesÊActÊ1985
notÊtoÊpublishÊitsÊindividualÊincomeÊstatementÊandÊrelatedÊnotes.

TheÊgroupÊandÊcompanyÊfinancialÊstatementsÊareÊpresentedÊinÊSterlingÊandÊallÊvaluesÊareÊroundedÊtoÊthe
nearestÊpoundÊexceptÊwhenÊotherwiseÊindicated.

TheÊaccountingÊpoliciesÊsetÊoutÊbelowÊhave, unlessÊotherwiseÊstated, beenÊappliedÊconsistentlyÊ inÊthese
financialÊstatements. JudgementsÊmadeÊbyÊtheÊDirectorsÊinÊtheÊapplicationÊofÊtheseÊaccountingÊpoliciesÊthat
haveÊ significantÊ effectÊ onÊ theÊ financialÊ statementsÊ andÊ estimatesÊ withÊ aÊ significantÊ riskÊ ofÊ material
adjustmentÊinÊtheÊnextÊyearÊareÊdiscussedÊinÊnoteÊ3.

2a. AmendmentsÊtoÊpublishedÊstandardsÊandÊinterpretationsÊtoÊexistingÊstandardsÊeffective
duringÊtheÊyearÊendedÊ31ÊMarchÊ2007ÊadoptedÊbyÊtheÊGroup

Ð IFRICÊ4, DeterminingÊwhetherÊanÊArrangementÊcontainsÊaÊLeaseÊ(effectiveÊfromÊfinancialÊyear
commencingÊ1ÊAprilÊ2006).ThereÊwasÊnoÊimpactÊofÊtheÊadoptionÊofÊIFRICÊ4ÊonÊtheÊresultsÊor
netÊassetsÊofÊtheÊGroup.

Ð IASÊ 39Ê (Amendment), TheÊ FairÊValueÊ OptionÊ (effectiveÊ fromÊ financialÊ yearÊ commencing
1 AprilÊ2006).ThereÊwasÊnoÊimpactÊofÊtheÊadoptionÊofÊIASÊ39ÊonÊtheÊresultsÊorÊnetÊassetsÊof
theÊGroup.

ÐÊ IASÊ21Ê(Amendment), NetÊ InvestmentÊ inÊaÊForeignÊOperationÊ(effectiveÊ fromÊfinancialÊyear
commencingÊ1ÊAprilÊ2006).ThereÊwasÊnoÊimpactÊofÊtheÊadoptionÊofÊIASÊ21ÊonÊtheÊresultsÊorÊnet
assetsÊofÊtheÊGroup.
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2 BasisÊofÊpreparationÊ(continued)
Ð IFRSÊ6Ê(Amendment), ExplorationÊforÊandÊEvaluationÊofÊMineralÊResourcesÊ(effectiveÊfrom

financialÊyearÊcommencingÊ1ÊAprilÊ2006).TheÊGroupÊisÊinÊcomplianceÊwithÊtheÊrequirementsÊof
theÊamendmentÊtoÊIFRSÊ6.

2b. Standards, interpretationsÊandÊamendmentsÊtoÊpublishedÊstandardsÊeffectiveÊinÊtheÊyear
commencingÊ1ÊAprilÊ2006ÊbutÊareÊnotÊrelevantÊtoÊtheÊGroup

TheÊfollowingÊstandards, amendmentsÊandÊinterpretationsÊtoÊpublishedÊstandardsÊareÊmandatoryÊfor
accountingÊperiodsÊbeginningÊonÊorÊafterÊ1ÊAprilÊ2006ÊbutÊareÊcurrentlyÊnotÊrelevantÊtoÊtheÊGroupÕs
operations:

Ð IASÊ19Ê(Amendment), EmployeeÊBenefitsÊ(effectiveÊfromÊfinancialÊyearÊcommencingÊ1ÊAprilÊ2006).

Ð IASÊ 39Ê (Amendment), CashÊ FlowÊ HedgeÊAccountingÊ ofÊ ForecastÊ Intra-groupÊTransactions
(effectiveÊfromÊfinancialÊyearÊcommencingÊ1ÊAprilÊ2006).

Ð IASÊ39ÊandÊIFRSÊ4Ê(Amendment), FinancialÊGuaranteeÊContractsÊ(effectiveÊfromÊfinancialÊyear
commencingÊ1ÊAprilÊ2006).

Ð IFRSÊ 1Ê (Amendment), First-timeÊAdoptionÊ ofÊ InternationalÊ FinancialÊ ReportingÊ Standards
(effectiveÊfromÊfinancialÊyearÊcommencingÊ1ÊAprilÊ2006).

Ð IFRICÊ5, RightsÊtoÊInterestsÊarisingÊfromÊDecommissioning, RestorationÊandÊEnvironmental
RehabilitationÊFundsÊ(effectiveÊfromÊfinancialÊyearÊcommencingÊ1ÊAprilÊ2006).

Ð IFRICÊ 6, LiabilitiesÊArisingÊ fromÊ ParticipatingÊ inÊaÊ SpecificÊ MarketÊ ÐÊWasteÊ ElectricalÊ and
ElectronicÊEquipmentÊ(effectiveÊfromÊfinancialÊyearÊcommencingÊ1ÊAprilÊ2006).

2c. Standards, amendmentsÊandÊinterpretationsÊtoÊpublishedÊstandardsÊwhich andÊareÊnotÊyet
effective

CertainÊnewÊstandards, amendmentsÊandÊinterpretationsÊtoÊexistingÊstandardsÊhaveÊbeenÊpublishedÊthat
areÊmandatoryÊforÊtheÊGroupÕsÊaccountingÊperiodsÊbeginningÊonÊorÊafterÊ1ÊAprilÊ2007ÊorÊlaterÊperiods
butÊtheÊGroupÊhasÊdecidedÊnotÊtoÊadoptÊearly.TheseÊare:

Ð IFRSÊ 7, FinancialÊ Instruments: disclosuresÊ andÊ aÊ complementaryÊ amendmentÊ toÊ IASÊ 1,
PresentationÊofÊFinancialÊStatementsÊÐÊCapitalÊDisclosures.TheÊGroupÊwillÊapplyÊIFRSÊ7ÊandÊthe
amendmentÊtoÊIASÊ1ÊtoÊtheÊaccountsÊforÊtheÊyearÊbeginningÊonÊ1ÊAprilÊ2007.

Ð IFRSÊ8, OperatingÊSegmentsÊ(effectiveÊfromÊ1ÊJanuaryÊ2009).TheÊGroupÊwillÊapplyÊthisÊstandard
inÊtheÊaccountingÊperiodÊbeginningÊonÊ1ÊAprilÊ2009ÊinÊtheÊcaseÊisÊitÊendorsedÊbyÊtheÊEU.

Ð IFRICÊ 7, ApplyingÊ theÊ restatementÊ approachÊ underÊ IASÊ 29, FinancialÊ ReportingÊ in
HyperinflationaryÊ EconomiesÊ (effectiveÊ forÊ accountingÊ periodsÊ beginningÊ onÊ orÊ after
1 March 2006). TheÊ effectÊ ofÊ thisÊ interpretationÊ hasÊ beenÊ assessedÊ byÊ managementÊ andÊ the
applicationÊwillÊnotÊresultÊinÊanyÊimpactÊonÊtheÊresultsÊorÊnetÊassetsÊofÊtheÊGroup.

ÐÊ IFRICÊ9, ReassessmentÊofÊembeddedÊderivativesÊ(effectiveÊforÊaccountingÊperiodsÊbeginningÊon
orÊafterÊ1ÊJuneÊ2006).TheÊeffectÊofÊthisÊinterpretationÊhasÊbeenÊassessedÊbyÊmanagementÊandÊthe
applicationÊwillÊnotÊresultÊinÊanyÊimpactÊonÊtheÊresultsÊorÊnetÊassetsÊofÊtheÊGroup.
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2 BasisÊofÊpreparationÊ(continued)
ÐÊ IFRICÊ 10, InterimÊ FinancialÊ ReportingÊ andÊ ImpairmentÊ (effectiveÊ forÊ accountingÊ periods

beginningÊonÊorÊafterÊ1ÊNovemberÊ2006).TheÊGroupÊwillÊapplyÊIFRICÊ10ÊfromÊ1ÊAprilÊ2007
butÊitÊisÊnotÊexpectedÊtoÊhaveÊanyÊimpactÊonÊtheÊGroupÕsÊfinancialÊstatements.

ÐÊ IFRICÊ11, IFRSÊ2ÊÐÊGroupÊandÊTreasuryÊShareÊTransactionsÊ(effectiveÊforÊaccountingÊperiods
beginningÊonÊorÊafterÊ1ÊMarchÊ2007).AsÊtheÊGroupÊhasÊnotÊenteredÊintoÊanyÊsuchÊtransactions,
adoptionÊofÊthisÊstandardÊisÊnotÊexpectedÊtoÊhaveÊanyÊimpactÊonÊtheÊGroupÕsÊfinancialÊstatements.

ÐÊ IFRICÊ12, ServiceÊConcessionÊArrangementsÊ(effectiveÊforÊaccountingÊperiodsÊbeginningÊonÊor
afterÊ1ÊJanuaryÊ2008). IFRICÊ12ÊisÊnotÊrelevantÊtoÊtheÊGroupÕsÊoperationsÊdueÊtoÊtheÊabsenceÊof
suchÊarrangements. IFRICÊ12ÊhasÊnotÊyetÊbeenÊendorsedÊbyÊtheÊEU.

Ð IFRICÊ 13, EmployeeÊ BenefitÊ PlansÊ withÊ aÊ PromisedÊ ReturnÊ onÊ ContributionsÊ orÊ Notional
ContributionsÊ(effectiveÊforÊaccountingÊperiodsÊbeginningÊonÊorÊafterÊ1ÊJulyÊ2008). IFRICÊ13Êis
notÊrelevantÊtoÊtheÊGroupÕsÊoperationsÊdueÊtoÊtheÊabsenceÊofÊsuchÊarrangements. IFRIC 13Êhas
notÊyetÊbeenÊendorsedÊbyÊtheÊEU.

Ð IFRICÊ14, CustomerÊLoyaltyÊProgramsÊ(effectiveÊforÊaccountingÊperiodsÊbeginningÊonÊorÊafter
1 JanuaryÊ 2008). IFRICÊ 14Ê isÊ notÊ relevantÊ toÊ theÊ GroupÕsÊ operationsÊ dueÊ toÊ theÊ absenceÊ of
such arrangements. IFRICÊ14ÊhasÊnotÊyetÊbeenÊendorsedÊbyÊtheÊEU.

ÐÊ IASÊ23ÊAmendmentÊ(effectiveÊforÊaccountingÊperiodsÊbeginningÊonÊorÊafterÊ1ÊJanuaryÊ2009).The
GroupÊwillÊapplyÊtheÊAmendedÊIASÊ23ÊfromÊ1ÊAprilÊ2009 inÊtheÊcaseÊitÊisÊendorsedÊbyÊtheÊEU,
butÊitÊisÊnotÊexpectedÊtoÊhaveÊanyÊimpactÊonÊtheÊGroupÕsÊfinancialÊstatements.

2d. BasisÊofÊconsolidation
TheÊconsolidatedÊfinancialÊstatementsÊincorporateÊtheÊfinancialÊstatementsÊofÊtheÊGroupÊandÊentities
controlledÊbyÊtheÊGroupÊ(itsÊsubsidiaries)ÊmadeÊupÊtoÊ31ÊMarchÊeachÊyear. ControlÊisÊachievedÊwhere
theÊGroupÊhasÊtheÊpowerÊtoÊgovernÊtheÊfinancialÊandÊoperatingÊpoliciesÊofÊanÊinvesteeÊentityÊsoÊasÊto
obtainÊbenefitsÊfromÊitsÊactivities.

TheÊresultsÊofÊsubsidiariesÊacquiredÊorÊdisposed ofÊduringÊtheÊperiodÊareÊincludedÊinÊtheÊconsolidated
incomeÊ statementÊ fromÊ theÊ effectiveÊ dateÊ ofÊ acquisitionÊ orÊ upÊ toÊ theÊ effectiveÊ dateÊ ofÊ disposal,
as appropriate.

WhereÊ necessary, adjustmentsÊ areÊ madeÊ toÊ theÊ financialÊ statementsÊ ofÊ subsidiariesÊ toÊ bringÊ the
accountingÊ policiesÊ usedÊ intoÊ lineÊ withÊ thoseÊ usedÊbyÊ theÊ Group. TheÊ excessÊ ofÊ theÊ costÊ ofÊ the
acquisitionÊoverÊtheÊfairÊvalueÊofÊtheÊGroupÕsÊshareÊofÊidentifiableÊnetÊassetsÊofÊtheÊsubsidiaryÊacquired
isÊrecognisedÊasÊpositiveÊgoodwill. NegativeÊgoodwillÊarisesÊwhereÊtheÊfairÊvalueÊofÊtheÊGroupÕsÊshare
ofÊidentifiableÊnetÊassetsÊofÊtheÊsubsidiaryÊexceedsÊtheÊcostÊofÊtheÊacquisition.

NegativeÊgoodwillÊisÊrecognisedÊdirectlyÊinÊtheÊincomeÊstatement.

TheÊfinancialÊstatementsÊofÊsubsidiariesÊareÊpreparedÊforÊtheÊsameÊreportingÊyearÊasÊtheÊCompany,
usingÊconsistentÊaccountingÊpolicies. AllÊintra-groupÊtransactions, balances, incomeÊandÊexpensesÊare
eliminatedÊonÊconsolidation.

MinorityÊ interestsÊ representÊ theÊ interestsÊ inÊ AnmicÊ DiamondsÊ (Pty)Ê LimitedÊ andÊ Koffiefontain
DiamondsÊ(Pty)ÊLimitedÊnotÊheldÊbyÊtheÊCompany.
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3 SignificantÊaccountingÊestimates
TheÊ preparationÊ ofÊ financialÊ statementsÊ requiresÊ theÊ applicationÊ ofÊ estimateÊ andÊ judgementÊ by
management, whichÊaffectsÊassetsÊandÊliabilitiesÊatÊtheÊbalanceÊsheetÊdateÊandÊincomeÊandÊexpenditureÊfor
theÊperiod.TheÊareasÊinvolvingÊaÊhigherÊdegreeÊofÊjudgementÊorÊcomplexity, orÊareasÊwhereÊassumptions
andÊestimatesÊareÊsignificantÊtoÊtheÊconsolidatedÊfinancialÊstatementsÊareÊsetÊoutÊinÊtheÊrelevantÊaccounting
policiesÊdiscussedÊbelow.TheÊbestÊestimatesÊofÊmanagementÊmayÊdifferÊfromÊtheÊactualÊresult.

SignificantÊjudgementsÊinclude:

AnnualÊevaluationÊofÊproperty, plantÊandÊequipment, miningÊpropertiesÊandÊprospectingÊrights
TheÊ companyÊ reviewsÊ itsÊ property, plantÊ andÊ equipment, miningÊ propertiesÊ andÊ prospectingÊ rightsÊ for
possibleÊimpairment, changesÊinÊusefulÊlifeÊandÊchangesÊinÊresidualÊvaluesÊatÊtheÊendÊofÊeachÊfinancialÊyear.

ValuationÊofÊnetÊrealisableÊvalueÊofÊinventory
TheÊ carryingÊ valueÊ ofÊ inventoryÊ isÊ reviewedÊ atÊ yearÊ endÊ byÊ consideringÊ theÊ currentÊ diamondÊ market
conditions, estimatedÊqualityÊandÊsizeÊofÊtheÊdiamondsÊonÊhand.

MiningÊpropertiesÊamortisation
MiningÊ propertiesÊ areÊ depreciatedÊ usingÊ theÊ estimatedÊ tonnageÊ ofÊ oreÊ availableÊ forÊ miningÊ andÊ an
estimationÊofÊtheÊtonnageÊofÊoreÊprocessedÊduringÊtheÊperiod, i.e. unitsÊofÊproductionÊbasis.

GoodwillÊandÊinvestments
TheÊGroupÊmonitorsÊinternalÊandÊexternalÊindicatorsÊofÊimpairmentÊrelatingÊtoÊgoodwillÊandÊinvestments.

TheÊimpairmentÊofÊinvestmentsÊandÊgoodwillÊisÊconsideredÊatÊleastÊannually. ConsiderationÊisÊgivenÊifÊany
conditionsÊ indicatingÊthatÊ impairmentÊmayÊbeÊnecessaryÊexist. TheseÊconditionsÊmainlyÊdependÊonÊthe
benefitÊthatÊtheÊcompanyÊandÊgroupÊwillÊobtainÊfromÊtheÊinvestmentÊandÊgoodwill.

4 SummaryÊofÊsignificantÊaccountingÊpolicies
RevenueÊrecognition
RevenueÊandÊassociatedÊcostsÊfromÊtheÊsaleÊofÊdiamondsÊareÊrecognisedÊwhenÊeffectiveÊcontrolÊtogether
withÊtheÊrisksÊandÊrewardsÊofÊownershipÊareÊtransferredÊtoÊtheÊcustomer, andÊtheÊamountÊofÊrevenueÊand
costsÊcanÊbeÊreliablyÊmeasured, asÊlongÊasÊitÊ isÊprobableÊthatÊtheÊeconomicÊbenefitsÊassociatedÊwithÊthe
transactionÊwillÊflowÊtoÊtheÊentity.

BusinessÊcombinations
BusinessÊcombinationsÊareÊaccountedÊforÊusingÊtheÊpurchaseÊmethod.

TheÊcostÊofÊtheÊacquisitionÊisÊmeasuredÊatÊtheÊaggregateÊofÊtheÊfairÊvaluesÊatÊtheÊdateÊofÊexchange, ofÊassets
given, liabilitiesÊincurredÊorÊassumed, andÊequityÊinstrumentsÊissuedÊbyÊtheÊGroupÊinÊexchangeÊforÊcontrol
ofÊtheÊacquiree, plusÊanyÊcostsÊdirectlyÊattributableÊtoÊtheÊbusinessÊcombination.TheÊacquireeÕsÊidentifiable
assets, liabilitiesÊ andÊ contingentÊ liabilitiesÊ thatÊmeetÊ theÊ conditionsÊ forÊ recognitionÊ underÊ IFRSÊ 3Ê are
recognisedÊatÊtheirÊfairÊvalueÊatÊtheÊacquisitionÊdate.

AnyÊexcessÊofÊtheÊcostÊofÊacquisitionÊoverÊtheÊfairÊvaluesÊofÊtheÊidentifiableÊnetÊassetsÊacquiredÊisÊrecognised
asÊgoodwill. AnyÊdeficiencyÊofÊtheÊcostÊofÊacquisitionÊbelowÊtheÊfairÊvaluesÊofÊtheÊidentifiableÊnetÊassets
acquiredÊ(i.e. discountÊonÊacquisition)ÊisÊcreditedÊtoÊtheÊincomeÊstatementÊinÊtheÊperiodÊofÊacquisition.
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4 SummaryÊofÊsignificantÊaccountingÊpoliciesÊ(continued)

TheÊCompanyÕsÊinvestmentsÊinÊsubsidiaries
InÊitsÊseparateÊfinancialÊstatementsÊtheÊCompanyÊrecognisesÊitsÊinvestmentsÊinÊsubsidiariesÊatÊcost, lessÊany
impairmentÊ forÊ permanentÊ diminutionÊ inÊ value. TheÊ costÊ ofÊ acquisitionÊ includesÊ directlyÊ attributable
professionalÊfeesÊandÊotherÊexpensesÊincurredÊinÊconnectionÊwithÊtheÊacquisition.

ForeignÊcurrency
TransactionsÊenteredÊintoÊbyÊindividualÊgroupÊcompaniesÊ inÊcurrenciesÊotherÊthanÊtheÊcurrencyÊofÊthe
primaryÊeconomicÊenvironmentÊinÊwhichÊitÊoperatesÊ(theÊÒfunctionalÊcurrencyÓ)ÊofÊtheÊentityÊinvolvedÊin
theÊtransactionÊareÊrecordedÊatÊtheÊratesÊofÊexchangeÊprevailingÊonÊtheÊdatesÊofÊtheÊtransactions. AtÊeach
balanceÊsheetÊdate, monetaryÊassetsÊandÊliabilitiesÊthatÊareÊdenominatedÊinÊforeignÊcurrenciesÊareÊretranslated
atÊtheÊratesÊprevailingÊonÊtheÊbalanceÊsheetÊdate.Non-monetaryÊassetsÊandÊliabilitiesÊcarriedÊatÊfairÊvalueÊthat
areÊdenominatedÊinÊforeignÊcurrenciesÊareÊtranslatedÊatÊtheÊratesÊprevailingÊatÊtheÊdateÊwhenÊtheÊfairÊvalue
wasÊdetermined. GainsÊandÊlossesÊarisingÊonÊretranslationÊareÊincludedÊinÊnetÊprofitÊorÊlossÊforÊtheÊperiod,
exceptÊforÊexchangeÊdifferencesÊarisingÊonÊnon-monetaryÊassetsÊandÊliabilitiesÊwhereÊtheÊchangesÊinÊfair
valueÊareÊrecognisedÊdirectlyÊinÊequity.

OnÊconsolidation, theÊassetsÊandÊliabilitiesÊofÊtheÊGroupÕsÊoverseasÊoperationsÊareÊtranslatedÊatÊexchange
ratesÊprevailingÊonÊtheÊbalanceÊsheetÊdate. GoodwillÊandÊfairÊvalueÊadjustmentsÊarisingÊonÊtheÊacquisitionÊof
aÊforeignÊentityÊareÊtreatedÊasÊassetsÊandÊliabilitiesÊofÊtheÊforeignÊentityÊandÊtranslatedÊatÊtheÊclosingÊrate.
IncomeÊandÊexpenseÊitemsÊareÊtranslatedÊatÊtheÊaverageÊexchangeÊratesÊforÊtheÊperiodÊunlessÊexchangeÊrates
fluctuateÊsignificantly. ExchangeÊdifferencesÊarising, ifÊany, areÊclassifiedÊasÊequityÊandÊtransferredÊtoÊthe
GroupÕsÊtranslationÊreserve. ExchangeÊdifferencesÊrecognisedÊinÊtheÊincomeÊstatementÊofÊgroupÊentitiesÕ
separateÊfinancialÊstatementsÊonÊtheÊtranslationÊofÊlong-termÊmonetaryÊitemsÊformingÊpartÊofÊtheÊgroupÕs
netÊinvestmentÊinÊtheÊoverseasÊoperationÊconcernedÊareÊreclassifiedÊtoÊtheÊforeignÊexchangeÊreserve. On
disposalÊofÊaÊforeignÊoperation, theÊcumulativeÊexchangeÊdifferencesÊrecognisedÊinÊtheÊforeignÊexchange
reserveÊrelatingÊtoÊthatÊoperationÊupÊtoÊtheÊdateÊofÊdisposalÊareÊtransferredÊtoÊtheÊincomeÊstatementÊasÊpart
ofÊtheÊprofitÊorÊloss.

Property, plantÊandÊequipment
ItemsÊofÊproperty, plantÊandÊequipmentÊareÊinitiallyÊrecognisedÊatÊcost. AsÊwellÊasÊtheÊpurchaseÊprice, cost
includesÊ directlyÊ attributableÊ costsÊ andÊ estimatedÊpresentÊ valueÊ ofÊ anyÊ futureÊ costsÊ ofÊ dismantlingÊ and
removingÊitems.TheÊcorrespondingÊliabilityÊisÊrecognisedÊwithinÊprovisions.

Property, plantÊandÊequipmentÊisÊstatedÊatÊcostÊlessÊaccumulatedÊdepreciationÊandÊanyÊimpairmentÊlosses.
DepreciationÊisÊprovidedÊonÊallÊproperty, plantÊandÊequipment, toÊwriteÊdownÊtheÊcost, lessÊresidualÊvalue,
byÊequalÊinstalmentsÊoverÊtheirÊestimatedÊusefulÊlivesÊasÊfollows:

PlantÊandÊmachinery -Ê20%ÊperÊannum
FurnitureÊandÊfixtures -Ê20%ÊperÊannum
MotorÊvehicles -Ê20%ÊperÊannum
OfficeÊandÊcomputerÊequipment -Ê20%ÊperÊannum

TheÊdepreciationÊchargeÊforÊeachÊperiodÊisÊrecognisedÊinÊincomeÊstatement, unlessÊitÊisÊincludedÊinÊthe
carryingÊamountÊofÊanotherÊasset.

SubsequentÊ expenditureÊ relatingÊ toÊ anÊ itemÊ ofÊ property, plantÊ andÊ equipmentÊ isÊ capitalisedÊ whenÊ itÊ is
probableÊ thatÊ futureÊ economicÊ benefitsÊ fromÊ theÊ useÊ ofÊ assetÊ willÊ beÊ increased. AllÊ otherÊ subsequent
expenditureÊisÊrecognisedÊasÊanÊexpenseÊinÊtheÊperiodÊinÊwhichÊitÊisÊincurred.
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4 SummaryÊofÊsignificantÊaccountingÊpoliciesÊ(continued)
RepairsÊandÊmaintenanceÊwhichÊneitherÊmateriallyÊaddÊtoÊtheÊvalueÊofÊassetsÊnorÊappreciablyÊprolongÊtheir
usefulÊlivesÊareÊchargedÊagainstÊincome.

TheÊgainÊorÊlossÊarisingÊfromÊtheÊde-recognitionÊofÊanÊitemÊofÊproperty, plantÊandÊequipmentÊisÊincludedÊin
incomeÊstatementÊwhenÊtheÊitemÊisÊde-recognised.TheÊgainÊorÊlossÊarisingÊfromÊtheÊde-recognitionÊofÊan
itemÊofÊproperty, plantÊandÊequipmentÊisÊdeterminedÊasÊtheÊdifferenceÊbetweenÊtheÊnetÊdisposalÊproceeds, if
any, andÊtheÊcarryingÊamountÊofÊtheÊitem.

TheÊcarryingÊvaluesÊofÊproperty, plantÊandÊequipmentÊareÊreviewedÊforÊimpairmentÊwhenÊeventsÊorÊchanges
inÊcircumstancesÊindicateÊtheÊcarryingÊvalueÊmayÊnotÊbeÊrecoverable.

AssetsÊunderÊconstructionÊareÊcarriedÊatÊcostÊlessÊanyÊrecognisedÊimpairment.

BorrowingÊcostsÊattributableÊtoÊassetsÊunderÊconstructionÊareÊrecognisedÊasÊanÊexpenseÊasÊincurred.

MiningÊProperties
MiningÊ properties areÊ aÊ tangibleÊ fixedÊ assetÊ and areÊstatedÊ atÊ costÊ ofÊ acquisitionÊ lessÊ accumulated
amortisationÊandÊanyÊimpairmentÊloss. MiningÊpropertiesÊacquiredÊareÊinitiallyÊrecognisedÊatÊcost. Mining
propertiesÊareÊamortisedÊonÊaÊunitÊofÊproductionÊbasis andÊareÊsubjectÊtoÊimpairmentÊtestsÊwheneverÊevents
orÊchangesÊinÊcircumstancesÊindicateÊthatÊtheirÊcarryingÊamountÊmayÊnotÊbeÊrecoverable.

IntangibleÊassets
AnÊintangibleÊassetÊisÊrecognisedÊwhen:

l itÊisÊprobableÊthatÊtheÊexpectedÊfutureÊeconomicÊbenefitsÊthatÊareÊattributableÊtoÊtheÊassetÊwillÊflowÊto
theÊentity; and

l theÊcostÊofÊtheÊassetÊcanÊbeÊmeasuredÊreliably.

AnÊintangibleÊassetÊisÊregardedÊasÊhavingÊanÊindefiniteÊusefulÊlifeÊwhen, basedÊonÊallÊrelevantÊfactors, thereÊis
noÊ foreseeableÊ limitÊ toÊ theÊ periodÊ overÊ whichÊ theÊ assetÊ isÊ expectedÊ toÊ generateÊ netÊ cashÊ inflows.
AmortisationÊ isÊ notÊ providedÊ forÊ theseÊ intangibleÊ assets. ForÊ allÊ otherÊ intangibleÊ assetsÊ amortisationÊis
providedÊonÊaÊstraightÊlineÊbasisÊoverÊtheirÊusefulÊlife.

TheÊamortisationÊperiodÊandÊtheÊamortisationÊmethodÊforÊintangibleÊassetsÊareÊreviewedÊeveryÊperiod-end.
ImpairmentÊtestsÊareÊperformedÊonÊanÊannualÊbasisÊonÊ31ÊMarch.

ProspectingÊrights
ProspectingÊRightsÊareÊintangibleÊassetsÊandÊareÊinitiallyÊrecognisedÊatÊcost.

ProspectingÊ RightsÊ areÊ carriedÊ atÊ costÊ lessÊ anyÊ accumulatedÊ amortisationÊ andÊ anyÊ impairmentÊ losses.
ImpairmentÊtestsÊareÊperformedÊonÊanÊannualÊbasisÊonÊ31ÊMarch.

EvaluationÊandÊexplorationÊcosts
EvaluationÊandÊexplorationÊcostsÊincurredÊpriorÊtoÊdecisionÊtoÊacquireÊaÊpropertyÊareÊwrittenÊoffÊinÊtheÊyear
inÊwhichÊtheyÊareÊincurred.

PAGE 28

NOTES FORMING PART OF THE FINANCIAL STATEMENTS

K IM COR D IAMONDS PLC



190

4 SummaryÊofÊsignificantÊaccountingÊpoliciesÊ(continued)

Impairment
ImpairmentÊ testsÊ areÊ performedÊ onÊ allÊ intangibleÊ assetsÊ withÊ indefiniteÊ usefulÊ economicÊ lives
notwithstandingÊtheÊindicatorsÊonÊanÊannualÊbasisÊonÊ31ÊMarch. OtherÊnon-financialÊassetsÊareÊsubjectÊto
impairmentÊtestsÊwheneverÊeventsÊorÊchangesÊinÊcircumstancesÊindicateÊthatÊtheirÊcarryingÊamountÊmayÊnot
beÊrecoverable. IfÊanyÊsuchÊindicationÊexists, theÊGroupÊmakesÊanÊestimateÊofÊtheÊassetÕsÊrecoverableÊamount.
AnÊassetÕsÊrecoverableÊamountÊisÊtheÊhigherÊofÊanÊassetÕsÊorÊcash-generatingÊunitÕsÊfairÊvalueÊlessÊcostsÊtoÊsell
andÊitsÊvalueÊinÊuseÊandÊisÊdeterminedÊforÊanÊindividualÊasset, unlessÊtheÊassetÊdoesÊnotÊgenerateÊcashÊinflows
thatÊareÊlargelyÊindependentÊofÊthoseÊfromÊotherÊassetsÊorÊgroupsÊofÊassets.WhereÊtheÊcarryingÊamountÊof
anÊ assetÊ exceedsÊ itsÊ recoverableÊ amount, theÊ assetÊ isÊ consideredÊ impairedÊ andÊ isÊ writtenÊ downÊ toÊ its
recoverableÊamount. InÊassessingÊvalueÊinÊuse, theÊestimatedÊfutureÊcashÊflowsÊareÊdiscountedÊtoÊtheirÊpresent
valueÊusingÊaÊpre-taxÊdiscountÊrateÊthatÊreflectsÊcurrentÊmarketÊassessmentsÊofÊtheÊtimeÊvalueÊofÊmoneyÊand
theÊrisksÊspecificÊtoÊtheÊasset. AnÊassessmentÊ isÊmadeÊatÊeachÊreportingÊdateÊasÊtoÊwhetherÊthereÊisÊany
indicationÊthatÊpreviouslyÊrecognisedÊimpairmentÊlossesÊmayÊnoÊlongerÊexistÊorÊmayÊhaveÊdecreased. IfÊsuch
indicationÊexists, theÊrecoverableÊamountÊisÊestimated.A previouslyÊrecognisedÊimpairmentÊlossÊisÊreversed
onlyÊifÊthereÊhasÊbeenÊaÊchangeÊinÊtheÊestimatesÊusedÊtoÊdetermineÊtheÊassetÕsÊrecoverableÊamountÊsinceÊthe
lastÊimpairmentÊlossÊwasÊrecognised. IfÊthatÊisÊtheÊcaseÊtheÊcarryingÊamountÊofÊtheÊassetÊisÊincreasedÊtoÊits
recoverableÊamount. ThatÊ increasedÊamountÊcannotÊexceedÊtheÊcarryingÊamountÊthatÊwouldÊhaveÊbeen
determined, netÊofÊdepreciation, hadÊnoÊimpairmentÊlossÊbeenÊrecognisedÊforÊtheÊassetÊinÊpriorÊyears. Such
reversalÊ isÊrecognisedÊinÊprofitÊorÊ lossÊunlessÊtheÊassetÊ isÊcarriedÊatÊrevaluedÊamount, inÊwhichÊcaseÊthe
reversalÊisÊtreatedÊasÊaÊrevaluationÊincrease.AfterÊsuchÊaÊreversalÊtheÊdepreciationÊchargeÊisÊadjustedÊinÊfuture
periodsÊtoÊallocateÊtheÊassetÕsÊrevisedÊcarryingÊamount, lessÊanyÊresidualÊvalue, onÊaÊsystematicÊbasisÊoverÊits
remainingÊusefulÊlife.

FinancialÊInstruments

Derivative financial instruments
TheÊcompanyÊdoesÊnotÊuseÊderivativeÊfinancialÊinstruments.

Non­derivative financial instruments

TradeÊandÊotherÊpayables
TradeÊandÊotherÊpayablesÊareÊnotÊinterest-bearingÊandÊareÊinitiallyÊrecognisedÊatÊfairÊvalueÊandÊsubsequently
statedÊatÊamortisedÊcost.

TradeÊandÊotherÊreceivables
TradeÊ receivablesÊ areÊ recognisedÊ andÊ carriedÊ atÊ originalÊ invoiceÊ amountÊ lessÊ anÊ allowanceÊ forÊ any
uncollectibleÊamounts.WhereÊtheÊtimeÊvalueÊofÊmoneyÊisÊmaterial, receivablesÊareÊcarriedÊatÊamortisedÊcost.

LoansÊreceivable
LoansÊreceivableÊareÊinitiallyÊrecognisedÊatÊfairÊvalueÊandÊsubsequentlyÊheldÊatÊamortisedÊcostÊusingÊthe
effectiveÊinterestÊmethodÊwhereÊmaturityÊisÊfixed.WhereÊmaturityÊisÊnotÊfixed, suchÊassetsÊareÊheldÊatÊcost.

CashÊandÊcashÊequivalents
CashÊandÊcashÊequivalentsÊcompriseÊcashÊinÊhand, depositsÊheldÊonÊcallÊwithÊbanks, andÊinvestmentsÊin
moneyÊmarketÊinstruments, netÊofÊbankÊoverdrafts, allÊofÊwhichÊareÊavailableÊforÊuseÊbyÊtheÊcompanyÊunless
otherwiseÊstated. CashÊandÊcashÊequivalentsÊareÊmeasuredÊatÊfairÊvalue, basedÊonÊtheÊrelevantÊexchangeÊrates
atÊbalanceÊsheetÊdate.
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4 SummaryÊofÊsignificantÊaccountingÊpoliciesÊ(continued)

EquityÊinstruments
EquityÊinstrumentsÊissuedÊbyÊtheÊCompanyÊareÊrecordedÊatÊfairÊvalue.

IncomeÊtaxes
TaxÊonÊtheÊprofitÊorÊlossÊforÊtheÊperiodÊcomprisesÊcurrentÊandÊdeferredÊtax.TaxÊisÊrecognisedÊinÊtheÊincome
statementÊexceptÊtoÊtheÊextentÊthatÊ itÊrelatesÊtoÊ itemsÊrecognisedÊdirectlyÊ inÊequity, inÊwhichÊcaseÊitÊ is
recognisedÊinÊequity.

CurrentÊtaxÊisÊtheÊexpectedÊtaxÊpayableÊonÊtheÊtaxableÊincomeÊforÊtheÊperiod, usingÊtaxÊratesÊenactedÊor
substantivelyÊenactedÊatÊtheÊbalanceÊsheetÊdate, andÊanyÊadjustmentÊtoÊtaxÊpayableÊinÊrespectÊofÊpreviousÊyears.

DeferredÊtaxÊisÊprovidedÊonÊtemporaryÊdifferencesÊbetweenÊtheÊcarryingÊamountsÊofÊassetsÊandÊliabilitiesÊfor
financialÊ reportingÊ purposesÊ andÊ theÊ amountsÊ usedÊ forÊ taxationÊ purposes. TheÊ followingÊ temporary
differencesÊareÊnotÊprovidedÊfor: theÊinitialÊrecognitionÊofÊassetsÊorÊliabilitiesÊthatÊaffectÊneitherÊaccounting
norÊ taxableÊ profitÊ otherÊ thanÊ inÊ aÊ businessÊ combination, andÊ differencesÊ relatingÊ toÊ investmentsÊ in
subsidiariesÊ toÊ theÊextentÊ thatÊ theyÊwillÊprobablyÊnotÊreverseÊ inÊ theÊforeseeableÊ future. TheÊamountÊof
deferredÊtaxÊprovidedÊisÊbasedÊonÊtheÊexpectedÊmannerÊofÊrealisationÊorÊsettlementÊofÊtheÊcarryingÊamount
ofÊassetsÊandÊliabilities, usingÊtaxÊratesÊenactedÊorÊsubstantivelyÊenactedÊatÊtheÊbalanceÊsheetÊdate.

AÊdeferredÊtaxÊassetÊisÊrecognisedÊonlyÊtoÊtheÊextentÊthatÊitÊisÊprobableÊthatÊfutureÊtaxableÊprofitsÊwillÊbe
availableÊagainstÊwhichÊtheÊassetÊcanÊbeÊutilised.

Inventories
Inventories, whichÊincludeÊroughÊdiamondsÊareÊstatedÊatÊtheÊlowerÊofÊcost-of-productionÊorÊestimatedÊnet
realisableÊvalue. CostÊpriceÊincludesÊdirectÊlabour,otherÊdirectÊcostsÊandÊrelatedÊproductionÊoverheads. Net
realisableÊvalueÊisÊtheÊestimatedÊsellingÊpriceÊinÊtheÊordinaryÊcourseÊofÊbusiness, lessÊmarketingÊcosts.

Share-basedÊpayments
TheÊGroupÊutilisesÊshareÊoptionsÊandÊwarrants.TheÊexerciseÊpriceÊisÊdeterminedÊbyÊtheÊdirectorsÊandÊisÊfixed
atÊtheÊdateÊofÊgrant.WhereÊshareÊoptionsÊareÊawardedÊtoÊemployeesÊ(includingÊDirectors)ÊandÊconsultants
providingÊ similarÊ services, theÊ fairÊ valueÊ ofÊ theÊ optionsÊ atÊ theÊ dateÊ ofÊ grantÊ isÊ chargedÊ toÊ theÊ income
statementÊoverÊtheÊvestingÊperiod. Non-marketÊvestingÊconditionsÊareÊtakenÊintoÊaccountÊbyÊadjustingÊthe
numberÊofÊequityÊinstrumentsÊexpectedÊtoÊvestÊatÊeachÊbalanceÊsheetÊdateÊsoÊthat, ultimately, theÊcumulative
amountÊrecognisedÊoverÊtheÊvestingÊperiodÊisÊbasedÊonÊtheÊnumberÊofÊoptionsÊthatÊeventuallyÊvest.

WhereÊtheÊtermsÊandÊconditionsÊofÊoptionsÊareÊmodifiedÊbeforeÊtheyÊvest, theÊincreaseÊinÊtheÊfairÊvalueÊof
theÊ options, measuredÊ immediatelyÊ beforeÊ andÊ afterÊ theÊ modification, isÊ alsoÊ chargedÊ toÊ theÊ income
statementÊoverÊtheÊremainingÊvestingÊperiod.

ProvisionsÊandÊcontingencies
ProvisionsÊareÊrecognisedÊwhenÊtheÊcompanyÊhasÊaÊpresentÊlegalÊorÊconstructiveÊobligationÊasÊaÊresultÊofÊpast
events, forÊwhichÊ itÊ isÊprobableÊ thatÊanÊoutflowÊofÊeconomicÊbenefitsÊwillÊoccur, andÊwhereÊaÊreliable
estimateÊ canÊ beÊ madeÊ ofÊ theÊ amountÊ ofÊ theÊ obligation. WhereÊ theÊ effectÊ ofÊ discountingÊ isÊ material,
provisionsÊareÊdiscounted.TheÊdiscountÊrateÊusedÊisÊaÊpre-taxÊrateÊthatÊreflectsÊcurrentÊmarketÊassessmentsÊof
theÊtimeÊvalueÊofÊmoneyÊand, whereÊappropriate, theÊrisksÊspecificÊtoÊtheÊliability. WhereÊdiscountingÊis
used, theÊincreaseÊinÊtheÊprovisionÊdueÊtoÊunwindingÊtheÊdiscountÊisÊrecognisedÊasÊaÊfinanceÊcost.

ProvisionsÊareÊnotÊrecognisedÊforÊfutureÊoperatingÊlosses.

PAGE 30

NOTES FORMING PART OF THE FINANCIAL STATEMENTS

K IM COR D IAMONDS PLC



192

4 SummaryÊofÊsignificantÊaccountingÊpoliciesÊ(continued)
ContingentÊassetsÊandÊcontingentÊliabilitiesÊareÊnotÊrecognised.

RehabilitationÊprovisions
AnÊ obligationÊ toÊ incurÊ restoration, rehabilitationÊ andÊ environmentalÊ costsÊ arisesÊ whenÊ environmental
disturbanceÊ isÊcausedÊbyÊtheÊdevelopmentÊorÊongoingÊproductionÊofÊaÊmine. TheÊobligationÊtoÊrestore
environmentalÊ damageÊ causedÊ throughÊ operationsÊ isÊ raisedÊ asÊ theÊ relevantÊ operationsÊ takeÊ place. The
estimatedÊ costÊ ofÊ environmentalÊ rehabilitationÊ isÊ basedÊ onÊ currentÊ legalÊ requirementsÊ and
existing technology.

NoÊprovisionÊisÊcurrentlyÊrequiredÊasÊnoÊsignificantÊenvironmentalÊdisturbanceÊhasÊoccurred.

5 SegmentÊinformation
TheÊGroupÕsÊsoleÊbusinessÊsegmentÊisÊdiamondÊexplorationÊandÊproductionÊinÊSouthÊAfrica.

6 Revenue
RevenueÊforÊtheÊperiodÊaroseÊfromÊtheÊsaleÊofÊrough diamonds.

7 LossÊfromÊoperations
LossÊfromÊoperationsÊincludesÊtheÊfollowing:

YearÊended PeriodÊended
31ÊMarch 31ÊMarch

2007 2006
Group Company Group Company

£ £ £ £

7.1ÊAdministrativeÊexpenseÊinclude:
DepreciationÊofÊproperty,plantÊand
equipmentÊ(NoteÊ12) 75,161 822 276 178
AmortisationÊofÊminingÊpropertiesÊ(NoteÊ13)67,305 Ð Ð Ð
IPOÊcosts Ð Ð 326,188 326,188

7.2ÊEmployeeÊcosts
WagesÊandÊsalaries 376,199 248,639 37,621 31,667
EquityÊsettledÊshareÊbasedÊpaymentÊexpense150,400 150,400 10,461 10,461
SocialÊsecurityÊcosts 86,144 42,221 4,851 3,688

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

612,743 441,260 52,933 45,816
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TheÊaverageÊmonthlyÊnumberÊofÊemployeesÊ(includingÊexecutiveÊdirectors)ÊofÊtheÊCompanyÊduringÊthe
periodÊis:

Number Number Number Number

Managers 9 3 6 3
Staff 50 2 25 2

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

59 5 31 5
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
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7 LossÊfromÊoperationsÊ(continued)

7.3ÊDirectorsÕ emoluments
TheÊdirectorsÊemolumentsÊareÊdisclosedÊinÊtheÊReportÊofÊRemunerationÊCommitteeÊonÊpageÊ13. The
directorsÊareÊnotÊinÊreceiptÊofÊanyÊnon-cashÊbenefitsÊotherÊthanÊshareÊoptionsÊandÊprivateÊhealthÊinsurance.
NoÊ retirementÊ benefitsÊ areÊ accruingÊ toÊ directorsÊ underÊ pensionÊ schemes. TheÊ DirectorsÊ receive
reimbursementÊforÊreasonableÊexpenses. KeyÊmanagementÊpersonnelÊconsistsÊofÊonlyÊtheÊDirectors.

TheÊhighestÊpaidÊdirectorÊhadÊemolumentsÊtotallingÊ£125,000Ê(2006: £144,278).

7.4ÊAuditÊservices

YearÊended PeriodÊended
31ÊMarch 31ÊMarch

2007 2006
Group Company Group Company

£ £ £ £

AuditÊofÊtheÊannualÊaccounts 28,500 28,500 28,500 28,500
OtherÊservices:

OtherÊtaxationÊservices 2,500 2,500 2,500 2,500
OtherÊservicesÊsuppliedÊunderÊlegislation16,968 Ð 6,573 Ð

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

47,968 31,000 37,573 31,000
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Additionally, inÊtheÊpriorÊyearÊ£97,685ÊwasÊpaidÊtoÊtheÊauditorsÊinÊrelationÊtoÊtheÊservicesÊtheyÊprovidedÊas
reportingÊaccountantsÊonÊflotationÊofÊtheÊCompanyÕsÊordinaryÊsharesÊtoÊAIM. £34,347ÊofÊthisÊamountÊwas
chargedÊtoÊshareÊpremium.

7.5ÊOtherÊoperatingÊincome
OtherÊoperatingÊincomeÊinÊ2006ÊrelatedÊtoÊtheÊwaiverÊofÊaÊloanÊmadeÊtoÊFreeÊState, theÊwhollyÊowned
CompanyÕsÊsubsidiary.

8 FinanceÊincomeÊandÊexpense
8.1ÊFinanceÊexpense

Year Period
ended ended

31ÊMarch 31ÊMarch
2007 2006

£ £

LoanÊinterest 5,778 1,181
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊinterestÊexpense 5,778 1,181
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

8.2ÊFinanceÊincome

£ £

BankÊinterestÊreceivableÊandÊsimilarÊincome 50,604 4,003
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊinterestÊincome 50,604 4,003
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
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9 Tax
9.1ÊTaxÊchargedÊinÊtheÊincomeÊstatement

Year Period
ended ended

31ÊMarch 31ÊMarch
2007 2006

£ £

DeferredÊtax
UKÊdeferredÊtaxÊcredit (15,590) Ð

CurrentÊtax:
UKÊcorporationÊtax Ð Ð
ForeignÊtax Ð 13,682

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊtaxÊcharge (15,590) 13,682
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

9.2ÊReconciliationÊofÊtheÊtotalÊtaxÊcharge
UKÊ CorporationÊ taxÊ rateÊ isÊ 30%. TheÊ taxÊ assessedÊ onÊtheÊ lossÊ onÊ ordinaryÊ activitiesÊ forÊ theÊ periodÊ is
differentÊfromÊtheÊstandardÊrateÊofÊcorporationÊtaxÊinÊtheÊUK.TheÊchargeÊforÊtheÊperiodÊcanÊbeÊreconciled
toÊtheÊlossÊperÊtheÊincomeÊstatementÊasÊfollows:

Year Period
ended ended

31ÊMarch 31ÊMarch
2007 2006

£ £

LossÊonÊordinaryÊactivitiesÊbeforeÊtax (1,536,482) (664,940)
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

LossÊonÊordinaryÊactivitiesÊmultipliedÊbyÊstandardÊrateÊofÊ
corporationÊtaxÊinÊtheÊUKÊofÊ30% (460,945) (199,482)
TaxÊeffectÊofÊexpensesÊthatÊareÊnotÊdeductibleÊin
determiningÊtaxableÊprofit 46,468 114,433
DeferredÊtaxÊassetsÊnotÊrecognised 389,071 148,449
EffectÊofÊdifferentÊtaxÊratesÊofÊsubsidiariesÊoperatingÊinÊ
otherÊjurisdictions 9,816 (40,169)
Other Ð (9,549)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊtaxÊ(credit)/chargeÊforÊtheÊperiod (15,590) 13,682
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
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10 DeferredÊtax
TheÊGroupÊhasÊpotentialÊdeferredÊtaxÊassetsÊofÊapproximatelyÊ£580,000Ê(2006: £150,000)ÊinÊrespectÊofÊtax
losses, andÊotherÊtemporaryÊdifferencesÊarisingÊthatÊareÊavailableÊforÊoffsetÊagainstÊfutureÊtaxableÊprofits.The
deferredÊtaxÊassetÊhasÊnotÊbeenÊrecognisedÊasÊitÊnotÊsufficientlyÊcertainÊthatÊsuitableÊtaxableÊprofitsÊwillÊarise.

TheÊdeferredÊtaxÊliabilityÊincludedÊinÊtheÊbalanceÊsheetÊisÊasÊfollows:

Year Period
ended ended

31ÊMarch 31ÊMarch
2007 2006

£ £

DeferredÊtaxÊliability
AcquisitionÊfairÊvalueÊadjustments (433,156) (448,746)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

DeferredÊtaxÊliability (433,156) (448,746)
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

DuringÊtheÊyearÊ£15,590Ê(2006: £Nil)ÊwasÊcreditedÊtoÊtheÊIncomeÊstatement.

11 BasicÊandÊdilutedÊlossÊperÊshare
BasicÊlossÊperÊshareÊamountsÊareÊcalculatedÊbyÊdividingÊnetÊlossÊforÊtheÊperiod, attributableÊtoÊordinary
equityÊ holdersÊ ofÊ theÊ parent, byÊ theÊ weightedÊ averageÊ numberÊ ofÊ ordinaryÊ sharesÊ outstandingÊ during
the period.

DilutedÊearningsÊperÊshareÊamountsÊareÊcalculatedÊbyÊdividingÊtheÊnetÊprofitÊattributableÊtoÊordinaryÊequity
holdersÊofÊtheÊparentÊbyÊtheÊweightedÊaverageÊnumberÊofÊordinaryÊsharesÊoutstandingÊduringÊtheÊperiod
plusÊtheÊweightedÊaverageÊnumberÊofÊordinaryÊsharesÊthatÊwouldÊbeÊissuedÊonÊtheÊconversionÊofÊallÊthe
dilutiveÊpotentialÊordinaryÊsharesÊintoÊordinaryÊshares.

TheÊ followingÊ reflectsÊ theÊ incomeÊ andÊ shareÊ dataÊ usedÊ inÊ theÊ basicÊ andÊ dilutedÊ earningsÊ perÊ share
computations:

Year Period
ended ended

31ÊMarch 31ÊMarch
2007 2006

£ £

NetÊlossÊattributableÊtoÊequityÊholdersÊofÊtheÊparent 1,520,892 678,622
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

NoÊdilutedÊlossÊperÊshareÊhasÊbeenÊcalculatedÊasÊtheÊGroupÊhasÊincurredÊaÊlossÊforÊtheÊperiod.

Number Number

BasicÊweightedÊaverageÊnumberÊofÊsharesÊ(excludingÊtreasuryÊshares) 64,274,520 32,736,320
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ
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11 BasicÊandÊdilutedÊlossÊperÊshareÊ(continued)
Year Period

ended ended
31ÊMarch 31ÊMarch

2007 2006
Number Number

WeightedÊaverageÊnumberÊofÊordinaryÊshares
EffectÊofÊsharesÊinÊissueÊatÊtheÊbeginningÊofÊtheÊyear/period 2,956,603 Ð
EffectÊofÊsharesÊinÊissueÊonÊ7ÊAprilÊ2005 Ð 948,267
EffectÊofÊsharesÊinÊissueÊonÊ5ÊMayÊ2005 Ð 1,669,333
EffectÊofÊsharesÊinÊissueÊonÊ14ÊJuneÊ2005 Ð 3,273,387
EffectÊofÊsharesÊinÊissueÊonÊ9ÊAugustÊ2005 Ð 8,614,293
EffectÊofÊsharesÊinÊissueÊonÊ31ÊOctoberÊ2005 Ð 13,829,760
EffectÊofÊsharesÊinÊissueÊonÊ06ÊMarchÊ2006 Ð 4,401,280
EffectÊofÊsharesÊinÊissueÊonÊ18ÊAprilÊ2006 61,317,917 Ð

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

WeightedÊaverageÊnumberÊofÊordinaryÊsharesÊforÊtheÊyear/period 64,274,520 32,736,320
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

ThereÊ areÊ optionsÊ andÊ warrantsÊ outstandingÊ atÊ theÊ endÊ ofÊ theÊ yearÊ thatÊ couldÊ potentiallyÊ diluteÊ basic
earningsÊperÊshareÊinÊtheÊfuture.TheseÊareÊdetailedÊinÊnotesÊ15ÊandÊ23Êbelow.TwoÊtranchesÊofÊordinaryÊshare
issuesÊoccurredÊduringÊtheÊperiodÊbetweenÊtheÊreportingÊdateÊandÊtheÊdateÊofÊcompletionÊofÊtheseÊfinancial
statements, asÊdescribedÊinÊNoteÊ27Êbelow.TheÊeffectÊofÊtheÊfactorsÊaboveÊisÊanti-dilutive.
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12 Property, plantÊandÊequipment

Group
OfficeÊand

PlantÊand Furniture Motor computer
machinery andÊfixtures vehicles equipment Total

£ £ £ £ £

CostÊonÊincorporation Ð Ð Ð Ð Ð
Additions 234,989 1,302 3,740 914 240,945

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

CostÊatÊ1ÊAprilÊMarchÊ2006 234,989 1,302 3,740 914 240,945
ForeignÊexchangeÊdifference (59,454) (436) (946) 0 (60,836)
Additions 412,298 1,846 20,245 18,176 452,565
Disposals Ð Ð Ð Ð Ð

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

Cost/valuationÊat
31ÊMarchÊ2007 587,833 2,712 23,039 19,090 632,674
AccumulatedÊdepreciation
onÊincorporation Ð Ð Ð Ð Ð
ChargeÊforÊtheÊperiod Ð 98 Ð 178 276
ForeignÊexchangeÊdifference Ð 6 Ð Ð 6

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

AccumulatedÊdepreciation
atÊ1ÊAprilÊ2006 Ð 104 Ð 178 282

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

ChargeÊforÊtheÊyear 69,491 373 2,942 2,356 75,162
ForeignÊexchangeÊdifference (4,766) (28) (202) (105) (5,101)

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

AccumulatedÊdepreciation
atÊ31ÊMarchÊ2007 64,725 449 2,740 2,429 70,343

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

NetÊcarryingÊvalueÊat
31ÊMarchÊ2006 234,989 1,198 3,740 736 240,663

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

NetÊcarryingÊvalueÊat
31ÊMarchÊ2007 523,108 2,263 20,299 16,661 562,331

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

PAGE 36

NOTES FORMING PART OF THE FINANCIAL STATEMENTS

K IM COR D IAMONDS PLC



198

12 Property, plantÊandÊequipmentÊ(continued)
PlantÊandÊmachineryÊprimarilyÊincludesÊcapitalisedÊexpensesÊincurredÊforÊtheÊbuildingÊofÊproductionÊplant
inÊSouthÊAfrica. NoÊdepreciationÊhasÊbeenÊchargedÊupÊuntilÊSeptemberÊ2006ÊwhenÊtheÊproductionÊwas
readyÊtoÊbeÊbroughtÊintoÊuse. IncludedÊwithinÊadditionsÊareÊtheÊfollowingÊamountsÊwhichÊwereÊacquired
withÊsubsidiaries:

Plant, machineryÊandÊvehicles - £3,917Ê(2006: £72,063)
OfficeÊequipment - £2,350Ê(2006: £Nil)
FurnitureÊandÊfixtures - £NilÊ(2006: £2,216)

Company
OfficeÊand

computerÊequipment Total
£ £

CostÊonÊincorporation Ð Ð
Additions 914 914
Disposals Ð Ð
CostÊatÊ1ÊAprilÊ2006 914 914
Additions 1,954 1,954
Disposals Ð Ð
CostÊatÊ31ÊMarchÊ2007 2,868 2,868
AccumulatedÊdepreciationÊonÊincorporation Ð Ð
ChargeÊforÊtheÊperiod 178 178
AccumulatedÊdepreciationÊatÊ1ÊAprilÊ2006 178 178
ChargeÊforÊtheÊyear 822 822
AccumulatedÊdepreciationÊatÊ31ÊMarchÊ2007 1,000 1,000
NetÊcarryingÊvalueÊatÊ31ÊMarchÊ2006 736 736
NetÊcarryingÊvalueÊatÊ31ÊMarchÊ2007 1,868 1,868

13 MiningÊproperties

Group
MiningÊproperties

£
CostÊonÊincorporation Ð
AdditionsÊthroughÊtheÊbusinessÊcombinations 1,997,617
ForeignÊexchangeÊdifference 36,220

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

CostÊatÊ31ÊMarchÊ2006 2,033,837
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

ForeignÊexchangeÊdifference (123,290)
CostÊatÊ31ÊMarchÊ2007 1,910,547
AccumulatedÊdepreciationÊonÊincorporation Ð
ChargeÊforÊtheÊperiod Ð
AccumulatedÊdepreciationÊatÊ31ÊMarchÊ2006 Ð
ChargeÊforÊtheÊyear 67,305
ForeignÊexchangeÊdifference (929)
AccumulatedÊdepreciationÊatÊ31ÊMarchÊ2007 66,376
NetÊcarryingÊvalueÊatÊ31ÊMarchÊ2006 2,033,837
NetÊcarryingÊvalueÊatÊ31ÊMarchÊ2007 1,844,171

NoÊamortisationÊwasÊchargedÊupÊuntilÊSeptemberÊ2006ÊwhenÊproductionÊcommenced.TheÊCompanyÊhas
noÊminingÊproperties.

PAGE 37

NOTES FORMING PART OF THE FINANCIAL STATEMENTS

K IM COR D IAMONDS PLC



199

14 IntangibleÊassets

Group
Prospecting

rights Goodwill
£ £

Cost/valuation
OnÊincorporationÊandÊ31ÊMarchÊ2006 Ð Ð
AdditionsÊthroughÊtheÊbusinessÊcombinations Ð 99,972
AdditionsÊotherÊthanÊthroughÊbusinessÊcombinations 113,032 Ð

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

AtÊ31ÊMarchÊ2007 113,032 99,972
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcarryingÊvalueÊatÊ31ÊMarchÊ2006 Ð Ð
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊcarryingÊvalueÊatÊ31ÊMarchÊ2007 113,032 99,972
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

ProspectingÊrightsÊwereÊacquiredÊduringÊtheÊyearÊbyÊtheÊgroupÊandÊareÊcarriedÊatÊcost.TheseÊRightsÊwere
grantedÊtoÊtheÊGroupÕsÊsubsidiaryÊKoffiefonteinÊDiamondsÊ(Pty)ÊLtdÊbyÊtheÊSouthÊAfricanÊDepartmentÊof
MineralsÊandÊEnergyÊonÊ15ÊAugustÊ2006ÊinÊrespectÊofÊtheÊmineralÊdiamondsÊ(generalÊandÊinÊkimberlite).

TheÊdirectorsÊhaveÊdeterminedÊthatÊitÊisÊimpracticableÊtoÊestimateÊaÊdefinedÊusefulÊlifeÊforÊtheÊprospecting
rightsÊasset, henceÊitÊisÊsubjectÊtoÊanÊannualÊimpairmentÊreview.

GoodwillÊisÊdescribedÊinÊNoteÊ24.

DetailsÊofÊprospectingÊrightsÊandÊgoodwillÊallocatedÊtoÊCashÊGeneratingÊUnitsÊ(CGU)ÊisÊasÊfollows:

ProspectingÊrights Goodwill
carryingÊamount carryingÊamount

2007 2006 2007 2006
£ £ £ £

CGUÊ1: DiamondÊproductionÊandÊexploration 113,032 - - -
CGUÊ2: DiamondÊcuttingÊandÊpolishing - - 99,972 -

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ

113,032 - 99,972

TheÊrecoverableÊamountsÊofÊtheÊaboveÊCGUÕsÊhaveÊbeenÊdeterminedÊfromÊtheÊvalueÊinÊuseÊcalculations
basedÊonÊfutureÊcashÊflowÊprojectionsÊoverÊ5Êyears,andÊtheÊpotentialÊfutureÊeconomicÊbenefitsÊtoÊbeÊderived
byÊtheÊGroup. FurtherÊmajorÊassumptionsÊareÊasÊfollows:

CGUÊ1 CGUÊ2
2007 2006 2007 2006

DiscountÊrate 12% Ð 12% Ð
AverageÊgradeÊ(caratsÊperÊhundredÊtonnes) 4.0 Ð 4.0 Ð
GrowthÊrate Ð Ð Ð Ð

DiscountÊratesÊareÊbasedÊonÊtheÊGroupÕsÊbetaÊadjustedÊtoÊreflectÊmanagementÕsÊassessmentÊofÊspecificÊrisks
relatedÊtoÊtheÊcashÊgeneratingÊunit.

AverageÊgradeÊofÊdiamondsÊisÊbasedÊonÊresultsÊtoÊdateÊandÊexpectedÊgradesÊpostÊcommissioningÊofÊnew
machinery. TheÊdiamondÊgradeÊrecoveryÊfromÊtailingsÊisÊoneÊofÊtheÊdriversÊofÊprojectedÊsales.
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15 ShareÊcapitalÊ

GroupÊandÊCompany
Authorised Allotted, called

upÊandÊfullyÊpaid
Number £ Number £

OrdinaryÊsharesÊofÊ0.5pÊeachÊasÊof
31ÊMarchÊ2006 200,000,000 1,000,000 63,480,000 317,400
IssuedÊandÊallottedÊduringÊtheÊyear Ð Ð 833,333 4,167
OrdinaryÊsharesÊasÊofÊ0.5ÊeachÊasÊof
31ÊMarchÊ2007 200,000,000 1,000,000 64,313,333 321,567

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

ShareÊCapitalÊreconciliation
Date Number Issue

ofÊshares price Total Issue Share Warrants Merger ShareÊ
issued pence proceeds costs capital reserve reserve premium

£ £ £ £ £ £

6ÊAprilÊ20051 2 0.5 Ð Ð Ð Ð Ð Ð
7ÊAprilÊ2005 12,699,998 0.5 63,500 Ð 63,500 Ð Ð Ð
5ÊMayÊ2005 2,950,000 6 177,000 Ð 14,750 Ð Ð 162,250
14ÊJuneÊ2005 6,270,000 6 376,200 Ð 31,350 Ð Ð 344,850
9ÊAugustÊ20052 17,000,000 6 1,020,000 Ð 85,000 Ð 935,000 Ð
31ÊOctoberÊ2005 2,240,000 6 134,400 (20,400) 11,200 Ð Ð 102,800
06ÊMarchÊ2006 22,320,000 15 3,348,000 (323,284) 111,600 111,600 Ð 2,801,516

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

TotalÊasÊat
1ÊAprilÊ2006 63,480,000 5,119,100 (343,684) 317,400 111,600 935,000 3,411,416
18ÊAprilÊ20063 833,333 18.75 156,250 Ð 4,167 (8,333) Ð 160,416

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

TotalÊasÊat
31ÊMarchÊ2007 64,313,333 5,275,350 (343,684) 321,567 103,267 935,000 3,571,832

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

1. TheseÊsharesÊwereÊissuedÊasÊaÊresultÊofÊaÊ5ÊtoÊ1ÊshareÊconsolidation.

2. AllÊtheÊsharesÊwereÊissuedÊforÊcashÊexceptÊtheÊ17,000,000ÊsharesÊissuedÊonÊ9ÊAugustÊ2005ÊforÊthe
acquisitionÊofÊFreeÊState. PleaseÊreferÊtoÊnoteÊ25ÊforÊfurtherÊdetails.

3. TheÊonlyÊmovementÊinÊshareÊcapitalÊduringÊtheÊyearÊwasÊasÊaÊresultÊofÊexerciseÊofÊ833,333ÊonÊ18Êof
AprilÊ2006.

Warrants
WarrantsÊtoÊsubscribeÊforÊanÊaggregateÊofÊ11,160,000ÊordinaryÊsharesÊwereÊissuedÊtoÊparticipantsÊinÊtheÊPlacing
(OneÊwarrantÊforÊeveryÊtwoÊplacingÊshares), representingÊapproximatelyÊ15%ÊofÊtheÊissuedÊshareÊcapitalÊofÊthe
CompanyÊfollowingÊAIMÊAdmission, assumingÊexerciseÊofÊallÊtheÊwarrantsÊbutÊnoÊotherÊshareÊissues.

TheÊwarrantsÊwillÊentitleÊholdersÊtoÊsubscribeÊinÊcashÊforÊordinaryÊsharesÊatÊanÊexerciseÊpriceÊofÊ18.75Êpence
eachÊonÊtheÊtermsÊandÊconditionsÊofÊtheÊwarrantÊinstrument.

TheÊWarrantsÊmayÊbeÊexercisedÊatÊanyÊtimeÊfromÊtheirÊadmissionÊtoÊAIM, beingÊ15ÊMarchÊ2006, upÊtoÊand
includingÊtheÊsecondÊanniversaryÊofÊthisÊdateÊorÊearlierÊinÊcertainÊcircumstances.

ThereÊareÊ10,326,667ÊwarrantsÊoutstandingÊasÊatÊ31ÊMarchÊ2007Ê(2006: 11,160,000).TheÊonlyÊmovement
inÊwarrantsÊduringÊtheÊyearÊwasÊtheÊexerciseÊofÊ833,333ÊwarrantsÊinÊAprilÊ2006.
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15 ShareÊcapitalÊ(continued)

ShareÊoptionÊagreement
AÊ shareÊ optionÊ agreementÊ wasÊ signedÊ onÊ 27Ê FebruaryÊ2006Ê withÊWesthouseÊ SecuritiesÊ LLPÊ (ÒOption
HolderÓ), beingÊtheÊCompanyÕsÊnominatedÊadvisorÊandÊbroker. InÊconsiderationÊofÊtheÊsumÊofÊ£1ÊpaidÊby
OptionÊHolderÊtheÊCompanyÊgrantedÊtoÊtheÊOptionÊHolderÊanÊoptionÊtoÊsubscribeÊforÊsuchÊnumberÊof
ordinaryÊ sharesÊ asÊ willÊ representÊ 1Ê perÊ centÊ ofÊ theÊ issuedÊ shareÊ capitalÊ ofÊ theÊ CompanyÊ immediately
followingÊAIMÊAdmission, beingÊ634,800ÊordinaryÊshares, atÊaÊsubscriptionÊpriceÊofÊ15pÊperÊshareÊduring
theÊperiodÊofÊfiveÊyearsÊcommencingÊonÊtheÊdateÊofÊAIMÊAdmission.TheÊoptionÊgrantedÊisÊexercisableÊin
wholeÊorÊinÊpart, subjectÊtoÊexerciseÊonÊanyÊoneÊoccasionÊofÊnoÊlessÊthanÊ25%ÊofÊtheÊtotalÊsubscription
rights, atÊanyÊtimeÊorÊtimesÊduringÊtheÊoptionÊperiodÊofÊ5Êyears.

There were noÊmovementsÊinÊtheseÊshareÊoptionsÊduringÊtheÊyear
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16 Reserves

Group
Share Warrant Merger Retained Translation

premium reserve reserve earnings reserve Total
£ £ £ £ £ £

OpeningÊbalance Ð Ð Ð Ð Ð Ð
ProceedsÊonÊshareÊissue 3,755,100 Ð Ð Ð Ð 3,755,100
SharesÊissuedÊforÊthe
acquisitionÊofÊsubsidiary Ð Ð 935,000 Ð Ð 935,000
IssueÊcosts (343,684) Ð Ð Ð Ð (343,684)
WarrantsÊissued Ð 111,600 Ð Ð Ð 111,600
TranslationÊdifferences
onÊoverseasÊoperations Ð Ð Ð Ð 43,028 43,028
NetÊlossÊforÊtheÊperiod (678,622) (678,622)
EquityÊsettled
share-basedÊpayments Ð Ð 10,461 Ð 10,461

ÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ

BalanceÊasÊof
31ÊMarchÊ2006 3,411,416 111,600 935,000 (668,161) 43,028 3,832,883

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

ProceedsÊonÊshareÊissue 152,083 Ð Ð Ð Ð 152,083
ExerciseÊofÊwarrant 8,333 (8,333) Ð Ð Ð 0
ForeignÊexchangeÊon
translationÊofÊforeign
operation Ð Ð Ð Ð (313,419) (313,419)
NetÊlossÊforÊtheÊperiod Ð Ð Ð (1,520,892) Ð (1,520,892)
EquityÊsettledÊshare-based
payments Ð Ð Ð 150,400 Ð 150,400

ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ

BalanceÊasÊof
31ÊMarchÊ2007 3,571,832 103,267 935,000 (2,038,653) (270,391) 2,301,055

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ
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16 ReservesÊ(continued)

Company

Share Warrant Merger Retained
premium reserve reserve earnings Total

£ £ £ £ £
OpeningÊbalance Ð Ð Ð Ð Ð
IssueÊofÊshareÊcapital 3,755,100 Ð Ð Ð 3,755,100
SharesÊissuedÊforÊthe
acquisitionÊofÊsubsidiary Ð Ð 935,000 Ð 935,000
IssueÊofÊwarrant Ð 111,600 Ð Ð 111,600
IssueÊcosts (343,684) Ð Ð Ð (343,684)
NetÊlossÊforÊtheÊperiod Ð Ð Ð (821,018) (821,018)
EquityÊsettledÊshare-based
payments Ð Ð Ð 10,461 10,461

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

BalanceÊasÊofÊ31ÊMarchÊ2006 3,411,416 111,600 935,000 (810,557) 3,647,459
ÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐ

IssueÊofÊshareÊcapital 152,083 Ð Ð Ð 152,083
IssueÊofÊwarrant 8,333 (8,333) Ð Ð 0
NetÊlossÊforÊtheÊperiod Ð Ð Ð (879,575) (879,575)
EquityÊsettledÊshare-basedÊpayments Ð Ð Ð 150,400 150,400

ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ

BalanceÊasÊofÊ31ÊMarchÊ2007 3,571,832 103,267 935,000 1,539,732 3,070,367
ÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐ

17 Investments
TheÊprincipalÊsubsidiariesÊofÊKimCorÊDiamondsÊplc, allÊofÊwhichÊhasÊbeenÊincludedÊinÊtheseÊconsolidated
financialÊstatements, areÊasÊfollows:

CountryÊof ProportionÊof Principal
Name incorporation ownership activities

interest
FreeÊStateÊDiamondÊMinesÊ(Pty)ÊLimited SouthÊAfrica 100% DiamondÊmining

andÊexploration
KoffiefontainÊDiamondsÊ(Pty)ÊLimited SouthÊAfrica 69%Diamond

exploration
AnmicÊDiamondsÊ(Pty)ÊLimited SouthÊAfrica 50% DiamondÊcutting

andÊpolishing

TheÊGroupÕsÊinterestsÊinÊtheseÊsubsidiariesÊareÊheldÊdirectly, exceptÊforÊtheÊinterestÊinÊAnmicÊDiamondsÊ(Pty)
LimitedÊwhichÊisÊheldÊbyÊFreeÊStateÊDiamondÊMinesÊ(Pty)ÊLimited. TheÊ50%ÊholdingÊinÊAnmicÊincludesÊthe
castingÊvote andÊthereforeÊtheÊGroupÊhasÊtheÊpowerÊtoÊexerciseÊcontrolÊoverÊAnmicÕsÊfinancialÊandÊoperating
policies.TheÊGroupÊalsoÊholdsÊanÊoptionÊtoÊbuyÊtheÊremainingÊ50%ÊinÊAnmic, referÊtoÊNoteÊ25ÊforÊdetails.
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18 Inventories
GroupÊand

Group Company Company
AsÊat AsÊat AsÊat

31ÊMarchÊ2007 31ÊMarchÊ200731ÊMarchÊ2006
£ £ £

Consumables 4,815 Ð Ð
Diamonds 31,167 Ð Ð

ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐ

35,982 Ð Ð
ÐÐÐÐÊÐÐÐÐ ÐÐÐÐÐÐÐÐ ÐÐÐÐÐÊÐÐÐ

DiamondsÊareÊcarriedÊatÊtheÊlowerÊofÊcostÊandÊnetÊrealisableÊvalue, whichÊisÊcalculatedÊatÊfairÊvalueÊlessÊcosts
toÊsell.

19 FinancialÊinstrumentsÊandÊriskÊmanagement

Risk and sensitivity analysis
TheÊ GroupÊ andÊ CompanyÊ (ÒTheÊ GroupÓ)Ê isÊ exposedÊ throughÊ itsÊ operationsÊ toÊ oneÊ orÊ moreÊ ofÊ the
followingÊ financialÊ risks: foreignÊ currencyÊ risk, liquidityÊ risk, marketÊ priceÊ risk, interestÊ rateÊ riskÊ and
credit risk.

Foreign currency risk
TheÊGroupÊisÊexposedÊtoÊforeignÊcurrencyÊriskÊasÊitsÊmainÊoperationsÊareÊlocatedÊinÊSouthÊAfricaÊwhose
functionalÊcurrencyÊisÊtheÊSouthÊAfricanÊRandÊ(ZAR).

TheÊ mostÊ significantÊ riskÊ occursÊ onÊ theÊ translationÊ ofÊ foreignÊ operationsÕ resultsÊ intoÊ sterlingÊ on
consolidation.AlmostÊ100%ÊofÊeachÊforeignÊoperationÕsÊrevenuesÊandÊtheÊbulkÊofÊeachÊforeignÊoperationÕs
operatingÊ costsÊ areÊ incurredÊ inÊ localÊ currency. GroupÊ companiesÊ thereforeÊ doÊ notÊ engageÊ inÊ foreign
exchangeÊriskÊhedges.

ConsistentÊ withÊ theÊ majorityÊ ofÊ otherÊ internationalÊ companies, theÊ resultsÊ ofÊ theÊ GroupÕsÊ foreign
operationsÊareÊtranslatedÊintoÊsterlingÊatÊtheÊaverageÊexchangeÊratesÊforÊtheÊperiodÊconcerned.TheÊbalance
sheetsÊofÊforeignÊoperationsÊareÊtranslatedÊintoÊsterlingÊatÊtheÊclosingÊexchangeÊrates. ItÊisÊtheÊBoardÕsÊpolicy
notÊtoÊhedgeÊcurrencyÊtranslationÊthroughÊforeignÊexchangeÊcontractsÊorÊcurrencyÊswaps.

TheÊGroupÊalsoÊmanagesÊitsÊcurrencyÊexposureÊbyÊretainingÊtheÊmajorityÊofÊitsÊcashÊbalancesÊinÊSterling,
beingÊaÊstrongÊstableÊcurrency:

Year Period
ended ended

31ÊMarch 31ÊMarch
2007 2006

Group Group
£ £

UKÊSterling 490,804 2,472,139
SouthÊAfricanÊRand 29,143 60,998

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ

519,947 2,533,137
ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ

ThereÊareÊnoÊotherÊsignificantÊassetsÊorÊliabilitiesÊheldÊbyÊtheÊgroupÊinÊcurrenciesÊotherÊthanÊtheÊfunctional
currencyÊofÊthatÊgroupÊcompany.
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19 FinancialÊinstrumentsÊandÊriskÊmanagementÊ(continued)

InterestÊrateÊrisk
TheÊGroupÊdoesÊnotÊhaveÊanyÊinterest-bearingÊliabilities.

MarketÊpriceÊrisk
TheÊGroupÊisÊexposedÊtoÊmarketÊpriceÊriskÊthroughÊtheÊchangesÊinÊmarketÊpriceÊforÊdiamonds.TheÊGroup
managesÊthisÊriskÊcentrallyÊwithÊreferenceÊtoÊannualÊbudgetsÊandÊperiodicÊforecastsÊincludingÊsensitivity
analysesÊofÊprojectedÊproductionÊratesÊandÊdiamondÊprices.

LiquidityÊrisk
TheÊGroupÊholdsÊinvestmentsÊinÊmoneyÊmarketÊdepositsÊasÊaÊliquidÊresourceÊtoÊfundÊtheÊprojectsÊofÊthe
Group. TheÊ GroupÕsÊ strategyÊ forÊ managingÊ cashÊ isÊ toÊmaximiseÊ interestÊ incomeÊ whilstÊ ensuringÊ its
availabilityÊtoÊmatchÊtheÊprofileÊofÊtheÊGroupÕsÊexpenditure.

TheÊCompanyÊhasÊvariousÊotherÊfinancialÊassetsÊandÊliabilitiesÊsuchÊasÊotherÊreceivablesÊandÊotherÊpayables,
whichÊariseÊdirectlyÊfromÊitsÊoperationsÊandÊareÊdisclosedÊinÊNotesÊ20ÊandÊ21Êrespectively.

CreditÊrisk
CashÊbalancesÊareÊdepositedÊwithÊbanksÊwithÊaÊhighÊcreditÊrating.

Cash and cash equivalents
YearÊended PeriodÊended
31ÊMarch 31ÊMarch

2007 2006
Group Company Group Company

£ £ £ £

CashÊatÊbankÊandÊinÊhand 82,426 53,283 314,463 253,465
InvestmentsÊinÊmoneyÊmarketÊinstruments437,521 437,521 2,218,674 2,218,674

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ

519,947 490,804 2,533,137 2,472,139
ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐ

CashÊatÊbankÊandÊinvestmentsÊinÊmoneyÊmarketÊearnÊinterestÊatÊfloatingÊratesÊbasedÊonÊdailyÊbankÊdeposit
rates.TheÊfairÊvalueÊofÊcashÊandÊcashÊequivalentsÊisÊcalculatedÊusingÊappropriateÊexchangeÊratesÊandÊisÊthe
sameÊasÊitsÊcarryingÊvalue.
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20 TradeÊandÊotherÊreceivables
YearÊended PeriodÊended
31ÊMarch 31ÊMarch

2007 2006
Group Company Group Company

£ £ £ £

OtherÊnon-currentÊreceivables
DepositÊtoÊDME 6,984 Ð 9,355 Ð

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ

OtherÊcurrentÊassets
VATÊreceivable 72,975 6,566 85,897 60,063
AmountsÊowedÊbyÊsubsidiaryÊundertakings Ð 1,965,142 Ð 678,607
Prepayments Ð Ð 23,100 23,100
OtherÊreceivables 34,786 21,478 12,900 10,150

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ

107,761 1,993,186 121,897 771,920
ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ

TheÊ depositÊ toÊ theÊ DMEÊ (DepartmentÊ ofÊ MineralsÊ andÊEnergy)Ê isÊ requiredÊ byÊ theÊ SouthÊ African
authoritiesÊand, willÊbeÊusedÊagainstÊpotentialÊfutureÊenvironmentalÊliabilitiesÊifÊanyÊarise. TheÊdepositÊis
statedÊatÊcostÊasÊtheÊperiodÊinÊwhichÊitÊwouldÊbeÊutilisedÊorÊrecoveredÊcannotÊbeÊreliablyÊmeasured.
TheÊamountsÊowedÊbyÊsubsidiaryÊundertakingsÊareÊrepayableÊonÊdemandÊandÊthereforeÊareÊstatedÊatÊface
value.

21 TradeÊandÊotherÊpayables
YearÊended PeriodÊended
31ÊMarch 31ÊMarch

2007 2006
Group Company Group Company

£ £ £ £

TradeÊpayables 93,312 38,158 209,643 209,643
OtherÊtaxesÊandÊsocialÊsecurityÊpayables26,301 8,278 23,079 8,408
OtherÊpayables 8,852 6,741 4,677 Ð

ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

128,465 53,177 237,399 218,051
ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐ

TradeÊpayables principallyÊrelateÊtoÊoutstandingÊamountsÊforÊongoingÊcosts.TheÊdirectorsÊconsiderÊthatÊthe
carryingÊamountÊofÊotherÊpayablesÊapproximatesÊtoÊtheirÊfairÊvalue.

22 Provisions
NoÊ rehabilitationÊ provisionÊ wasÊ raisedÊ atÊ 31Ê MarchÊ2006Ê andÊ 31Ê MarchÊ 2007Ê asÊ noÊ significant
environmentalÊdamageÊhasÊoccurred.
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23 SharedÊbasedÊpayments

Share option plan
TheÊKimCorÊshareÊoptionÊschemeÊ(theÊÒSchemeÓ)ÊwasÊadoptedÊonÊ31ÊJanuaryÊ2006ÊandÊisÊnotÊapprovedÊby
theÊInlandÊRevenue.TheÊSchemeÊisÊgovernedÊbyÊrulesÊandÊisÊadministeredÊbyÊaÊdulyÊorganisedÊcommittee
consistingÊofÊtheÊdirectorsÊofÊtheÊCompany.AsÊpartÊofÊtheÊIPOÊprocessÊtheÊCompanyÊadoptedÊtheÊScheme
asÊanÊincentiveÊtoÊdirectors, certainÊemployeesÊandÊconsultantsÊtoÊpromoteÊtheÊcontinuedÊgrowthÊofÊthe
Company. TheÊmaximumÊnumberÊofÊoptionsÊoutstandingÊwillÊnotÊexceedÊ10%ÊofÊtheÊCompanyÕsÊtotal
issuedÊshareÊcapitalÊatÊtheÊyearÊend. OneÊthirdÊofÊtheÊoptionsÊwillÊvestÊandÊbecomeÊexercisableÊonÊtheÊfirst,
secondÊandÊthirdÊanniversariesÊofÊtheÊdateÊofÊgrant, sharedÊequallyÊacrossÊtheÊthreeÊdatesÊifÊtheÊrespective
employeesÊ andÊ directorsÊ areÊ stillÊ employedÊ byÊ theÊ companyÊ andÊ consultantsÊ areÊ stillÊ providingÊ similar
services.ToÊtheÊextentÊthatÊtheyÊremainÊunexercised,theÊoptionsÊwillÊlapseÊonÊtheÊtenthÊanniversaryÊofÊthe
dateÊofÊgrant.TheÊpriceÊatÊwhichÊoptionsÊcanÊbeÊexercisedÊshallÊbeÊdeterminedÊbyÊtheÊdirectorsÊonÊtheÊdate
ofÊtheÊgrantÊratherÊthanÊbeingÊfixedÊbyÊtheÊrulesÊofÊtheÊShareÊOptionÊPlan.ThereÊareÊnoÊcashÊsettlement
alternatives.

TheÊexpenseÊrecognisedÊforÊshare-basedÊpaymentsÊinÊrespectÊofÊemployeeÊandÊdirectorÕsÊservicesÊreceived
duringÊtheÊperiodÊtoÊ31ÊMarchÊ2007ÊisÊ£150,400Ê(2006: £10,461).

TheÊ followingÊ optionsÊ areÊ outstandingÊ forÊ OrdinaryÊshares. TheyÊ wereÊ allÊ grantedÊ onÊ theÊ dateÊ of
AIM Admission.

Options
grantedÊandÊ Exercise FirstÊdate Last date
outstanding price ofÊexercise ofÊexercise

Directors 2,350,000 15p 06.03.2007 06.03.2016
Employees 100,000 15p 06.03.2007 06.03.2016
Consultants 850,000 15p 06.03.2007 06.03.2016
TotalÊoptionsÊgrantedÊonÊ
6ÊMarchÊ2006ÊandÊatÊ31ÊMarchÊ2006 3,300,000
Employees, grantedÊonÊ28ÊJulyÊ2007 100,000 14p 28.07.2008 28.07.2017
TotalÊoptionsÊasÊatÊ31ÊMarchÊ2006 3,400,000

ThereÊwereÊ1,100,000ÊoptionsÊexercisableÊatÊtheÊyearÊend.TheÊfairÊvalueÊofÊtheÊoptionsÊgrantedÊduringÊthe
periodÊwasÊ£7,880Ê(2006: £255,293).TheÊfairÊvalueÊofÊequity-settledÊshareÊoptionsÊgrantedÊisÊestimatedÊas
atÊtheÊdateÊofÊgrantÊusingÊaÊBionomialÊmodel, takingÊintoÊaccountÊtheÊtermsÊandÊconditionsÊuponÊwhich
theÊoptionsÊwereÊgranted. TheÊfollowingÊtableÊlistsÊtheÊinputsÊtoÊtheÊmodelÊusedÊforÊtheÊperiodÊended
31 MarchÊ2007ÊandÊ31 MarchÊ2006.
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23 SharedÊbasedÊpaymentsÊ(continued)
2007 2006

ShareÊpriceÊatÊtheÊdateÊofÊgrant 14p 15p
DividendÊyieldÊ(%) 0% 0%
ExpectedÊshareÊpriceÊvolatilityÊ(%) 51% 51%
ExpectedÊcomparatorÊgroupÊvolatilityÊ(%) 51% 51%
Risk-freeÊinterestÊrateÊ(%) 4.28% 4.28%
EmployeeÊexitÊrate 0 0
WeightedÊaverageÊoptionÊprice 7.74 7.74
ExpectedÊlifeÊofÊtheÊoptions 10Êyears 10Êyears

TheÊexpectedÊlifeÊofÊtheÊoptionsÊisÊbasedÊonÊacademicÊresearchÊandÊisÊnotÊnecessarilyÊindicativeÊofÊexercise
patternsÊthatÊmayÊoccur.TheÊexpectedÊvolatilityÊreflectsÊtheÊassumptionÊthatÊtheÊcomparatorÕsÊvolatilityÊis
indicativeÊofÊfutureÊtrends, whichÊmayÊalsoÊnotÊnecessarilyÊbeÊtheÊactualÊoutcome. NoÊotherÊfeaturesÊof
optionsÊgrantedÊwereÊincorporatedÊintoÊtheÊmeasurementÊofÊfairÊvalue

24 Acquisitions
AÊmemorandumÊofÊagreementÊwasÊsignedÊonÊ21ÊJulyÊ2006Êbetween FreeÊStateÊDiamondÊMinesÊ(Pty)
LimitedÊ(ÒFreeÊStateÓ), Anmic DiamondsÊCCÊ(ÒAnmicÓ)ÊandÊMs. NoraÊSmeenk.

ByÊ virtueÊ ofÊ theÊ agreement, FreeÊ StateÊ acquiredÊ 50% ofÊ theÊ entireÊ memberÕsÊ interestÊ inÊAnmicÊ from
Mrs SmeenkÊwhoÊatÊthatÊdateÊownedÊ100%ÊofÊAnmic.TheÊacquisitionÊwasÊstatedÊtoÊtakeÊeffectÊfromÊthe
dateÊ ofÊ conversionÊ ofÊ AnmicÊ fromÊ aÊ closeÊ corporationÊ toÊ aÊ privateÊ company, which occurredÊ on
30 NovemberÊ2006.

OnÊ30 NovemberÊ2006, FreeÊStateÊwasÊregisteredÊasÊtheÊownerÊofÊ50%ÊofÊAnmicÊandÊMartynÊChurchouse
wasÊappointedÊtoÊtheÊboardÊofÊdirectorsÊofÊAnmicÊalongsideÊMrsÊSmeenk.

TheÊpurchaseÊpriceÊforÊthe acquisitionÊofÊ50%ÊofÊAnmicÊwasÊthe sumÊofÊZARÊ50,000ÊandÊ£90,000, the
latterÊcomprisingÊa facilitationÊfee paidÊtoÊMetalÊResourcesÊLtdÊforÊfacilitatingÊthisÊacquisition.
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24 AcquisitionsÊ(continued)
TheÊ carryingÊ amountsÊ ofÊ theÊ netÊ liabilitiesÊ acquiredÊ immediatelyÊ beforeÊ theÊ acquisition, fairÊ value
adjustmentsÊandÊrespectiveÊfairÊvalueÊofÊassets, liabilitiesÊandÊcontingentÊliabilityÊamountsÊrecognisedÊatÊthe
acquisitionÊdateÊwereÊconvertedÊfromÊSouthÊAfricanÊRandÊatÊtheÊrateÊofÊZARÊ14.04:£1, beingÊtheÊmid
marketÊclosingÊrateÊonÊ30ÊNovemberÊ2006ÊwereÊasÊfollows:

FairÊvalues
Carrying FairÊvalue recognisedÊat

value adjustment acquisition
£ £ £

Assets
DeferredÊtaxÊassets Ð 1,818 1,818
CurrentÊassets 1,951 Ð 1,951
TangibleÊassets 639 6,269 6,908
Liabilities
DeferredÊtaxÊliabilities Ð (1,818) (1,818)
OtherÊliabilities (37,236) Ð (37,236)
ContingentÊliabilities Ð Ð Ð

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊliabilities (34,646) 6,269 (28,377)
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊliabilitiesÊacquired (14,189)
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

FairÊvalueÊadjustmentsÊprimarilyÊattributedÊtoÊtheÊvaluationÊofÊfullyÊdepreciatedÊequipmentÊatÊtheirÊfair
values, beingÊreplacementÊcost.

£
PurchaseÊconsideration
CashÊpaidÊforÊmemberÕsÊinterest 5,000
CashÊpaidÊasÊfacilitationÊfees 90,000

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TotalÊpurchaseÊconsideration 95,000
LessÊ50%ÊofÊmemberÕsÊloan 9,217

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

NetÊpurchaseÊconsideration 85,783
NetÊliabilitiesÊacquired (14,189)

ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

Goodwill 99,972
ÐÐÐÐÐÐÐÐÐÐÐÐÐÐ

TheÊgoodwillÊamountÊrecognisedÊisÊattributedÊtoÊtheÊeconomicÊbenefitsÊtoÊbeÊobtainedÊfromÊsalesÊofÊcut
andÊpolishedÊstonesÊatÊaÊpriceÊwhichÊisÊsignificantlyÊhigherÊthanÊthatÊforÊroughÊstones.

TheÊdirectorsÊhaveÊdeterminedÊthatÊitÊisÊimpracticableÊtoÊestimateÊaÊdefinedÊusefulÊlifeÊforÊthisÊgoodwill
asset. Hence, itÊisÊsubjectÊto impairment reviewÊasÊotherÊintangibleÊassetsÊwithÊindefiniteÊusefulÊlife.

AÊlossÊofÊ£9,834ÊattributableÊtoÊAnmic sinceÊtheÊacquisitionÊdateÊhasÊbeenÊincludedÊinÊtheÊconsolidated
incomeÊstatementÊforÊtheÊyear.

HadÊtheÊacquisitionÊdateÊofÊAnmic been atÊtheÊbeginningÊofÊtheÊyear, revenueÊforÊtheÊGroupÊwouldÊbe
£12,277ÊandÊtheÊlossÊforÊtheÊGroupÊwouldÊbeÊ£25,686ÊforÊtheÊyearÊendedÊ31ÊMarchÊ2007.
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25 RelatedÊpartyÊtransactions

Relationship
CompanyÊcontrolledÊbyÊaÊdirectorÊofÊtheÊFSDM Ð BridoonÊTradeÊandÊInvestÊ163Ê(Pty)ÊLtd
SubsidiaryÊofÊFSDM Ð Anmic DiamondsÊ(Pty)ÊLtd
ShareholderÊwithÊsignificantÊinfluenceÊinÊAnmic Ð NoraÊSmeenk
SignificantÊshareholderÊofÊKimCorÊDiamondsÊPlc Ð MetalÊResourcesÊLtd

Transactions and Balances outstanding

YearÊendedÊ31ÊMarchÊ2007

Group and Company
ManagementÊservicesÊofÊ£70,440ÊwereÊprovidedÊtoÊFSDMÊduringÊtheÊyear.TheÊfullÊamountÊisÊoutstanding
asÊatÊ31ÊMarchÊ2007ÊandÊisÊincludedÊinÊotherÊreceivablesÊ(referÊtoÊnoteÊ20)ÊinÊtheÊCompanyÕsÊaccounts.

AllÊrevenuesÊwereÊgeneratedÊfromÊsalesÊtoÊBridoonÊTradeÊandÊInvestÊ163Ê(Pty)ÊLtdÊ(Bridoon), whichÊwas
appointedÊasÊFSDMÕsÊsoleÊpurchaserÊinÊaccordanceÊwithÊaÊmemorandumÊofÊagreementÊsignedÊbetween
FSDM, AnmicÊandÊBridoonÊonÊ28ÊJulyÊ2006. InÊaccordanceÊwithÊtheÊsameÊmemorandum, AnmicÊwas
appointedÊasÊBridoonÕsÊexclusiveÊandÊpreferredÊproviderÊofÊdiamondÊcuttingÊandÊpolishingÊservices.

DuringÊtheÊperiodÊthereÊwereÊnoÊotherÊtradingÊtransactionsÊthatÊgroupÊcompaniesÊenteredÊintoÊwithÊrelated
partiesÊwhoÊareÊnotÊmembersÊofÊtheÊGroup.

DetailsÊofÊdirectorsÊremunerationÊareÊgivenÊinÊNoteÊ7Êabove. OtherÊrelatedÊpartyÊtransactionsÊareÊasÊfollows:

a) AnÊoptionÊagreementÊwasÊsignedÊbetweenÊNoraÊSmeenkÊandÊMetalÊResourcesÊonÊ21ÊJulyÊ2006.An
optionÊwasÊgrantedÊtoÊMetalÊResourcesÊLtdÊbyÊNoraÊSmeenkÊtoÊbuyÊ50%ÊinÊAnmic.TheÊpurchase
considerationÊforÊtheÊsharesÊshallÊbeÊZARÊ1ÊperÊshareÊ(nominalÊvalue)ÊandÊshallÊbeÊpaidÊinÊcash.This
optionÊenduresÊforÊaÊperiodÊofÊ36ÊmonthsÊstartingÊ21ÊJulyÊ2006.

b) AnÊoptionÊagreementÊwasÊsignedÊbetweenÊMetalÊResourcesÊandÊtheÊCompanyÊonÊ20ÊAugustÊ2006.An
optionÊwasÊgrantedÊtoÊFSDMÊbyÊMetalÊResourcesÊLtdÊtoÊbuyÊ50%ÊinÊAnmic. ThisÊoptionÊcanÊbe
exercisedÊatÊÒfairÊmarketÊvalueÓ asÊdeterminedÊbyÊexternalÊandÊindependentÊthirdÊparties. PaymentÊby
FSDMÊifÊtheÊoptionÊisÊexercisedÊshallÊbeÊbyÊaÊcombinationÊofÊcashÊ(25%)ÊandÊequityÊ(75%)ÊinÊKimCor
DiamondsÊplc.ThisÊoptionÊenduresÊforÊaÊperiodÊofÊ12ÊmonthsÊstartingÊ20ÊAugustÊ2006.

c) AÊpaymentÊofÊ£5,587ÊwasÊmadeÊbyÊtheÊcompanyÊonÊbehalfÊofÊBridoon.TheÊbalanceÊremainedÊunpaid
asÊatÊ31ÊMarchÊ2007ÊandÊisÊincludedÊinÊotherÊreceivables.

d) ThereÊwereÊpaymentsÊmadeÊbyÊBridoonÊonÊbehalfÊofÊAnmicÊduringÊtheÊyear.TheÊtotalÊamountÊunpaid
asÊatÊ31ÊMarchÊ2007ÊwasÊ£8,863ÊandÊisÊincludedÊinÊotherÊpayables.

e) AsÊpartÊofÊtheÊacquisitionÊtheÊcompanyÊacquiredÊ50%ÊofÊtheÊmemberÕsÊ(ÊNoraÊSmeenkÕs)Êloan.The
remainingÊ loanÊ andÊ aÊ furtherÊ £7,056Ê borrowedÊ fromÊ NoraÊ SmeenkÊ wereÊ includedÊ inÊ theÊ group
accountsÊasÊpartÊofÊotherÊpayablesÊtoÊaÊtotalÊamountÊofÊ£16,094.

f) DuringÊtheÊpre-acquisitionÊperiodÊtheÊCompanyÊissuedÊaÊloanÊofÊ£3,500ÊtoÊAnmic.ThisÊloanÊwasÊpart
ofÊtheÊAnmicÕsÊliabilitiesÊasÊatÊtheÊdateÊofÊacquisition.

g) DuringÊtheÊpre-acquisitionÊperiodÊMetalÊResourcesÊissuedÊaÊloanÊofÊ£4,621ÊtoÊAnmic.ThisÊloanÊwas
partÊofÊAnmicÕsÊliabilitiesÊasÊatÊtheÊdateÊofÊacquisition.

h) OnÊ31ÊOctoberÊ2006Ê£90,000ÊofÊfacilitationÊfeesÊwereÊpaidÊtoÊMetalÊResourcesÊLtdÊforÊfacilitating
acquisitionÊofÊAnmic.
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25 RelatedÊpartyÊtransactionsÊ(continued)

PeriodÊendedÊ31ÊMarchÊ2006

Group and Company
DuringÊ theÊperiodÊ thereÊwereÊnoÊtradingÊ transactionsÊ thatÊgroupÊcompaniesÊenteredÊ intoÊwithÊrelated
partiesÊwhoÊareÊnotÊmembersÊofÊtheÊGroup.

DetailsÊ ofÊ directorsÊ remunerationÊ areÊ givenÊ inÊ NoteÊ 7Ê above. OtherÊ relatedÊ partyÊ transactionsÊ wereÊ as
follows:

i) DuringÊtheÊpre-ÊacquisitionÊperiodÊtheÊCompanyÊissuedÊaÊloanÊofÊ£400,000ÊtoÊFreeÊState.ThisÊloan
wasÊpartÊofÊtheÊFreeÊStateÕsÊliabilitiesÊasÊatÊtheÊdateÊofÊacquisition.

j) InÊJanuaryÊ2006, MetalÊResourcesÊLimitedÊ(aÊshareholderÊofÊtheÊCompany)ÊwaivedÊitsÊentitlementÊto
anyÊrepaymentÊofÊaÊ£260,069ÊloanÊitÊmadeÊtoÊFreeÊStateÊinÊtheÊfirstÊhalfÊofÊ2005.

k) AdvancesÊhaveÊbeenÊmadeÊtoÊMartynÊChurchouseÊforÊtheÊexpensesÊrelatedÊtoÊhisÊtravelÊandÊother
companyÊrelatedÊactivities.TheÊbalanceÊoutstandingÊasÊatÊ31ÊMarchÊ2006ÊwasÊ£10,000.

l) AsÊpartÊofÊtheÊacquisitionÊofÊFreeÊStateÊtheÊCompanyÊenteredÊintoÊaÊsaleÊandÊpurchaseÊagreementÊwith
ProfessorÊMichaelÊJohnsonÊandÊMartynÊChurchouseÊtoÊacquireÊ50%ÊofÊtheÊissuedÊshareÊcapitalÊofÊFree
StateÊinÊreturnÊforÊtheÊallotmentÊofÊ12,000,000ÊordinaryÊsharesÊofÊ0.5pÊeachÊinÊtheÊCompany. OfÊthe
12,000,000ÊsharesÊissuedÊunderÊthisÊagreementÊMartynÊChurchouseÊwasÊbeneficiallyÊinterestedÊinÊa
totalÊofÊ4,650,000ÊordinaryÊsharesÊofÊ0.5pÊeach, whichÊwereÊissuedÊasÊfollows: 1,500,000Êordinary
sharesÊofÊ0.5pÊeachÊwereÊissuedÊtoÊhisÊwife, HeatherÊChurchouse, andÊ2,150,000ÊordinaryÊsharesÊof
0.5pÊeachÊwereÊissuedÊtoÊInternationalÊMiningÊFinanceÊGroupÊLimitedÊ(aÊcompanyÊinÊwhichÊMartyn
ChurchouseÊ isÊ theÊ majorityÊ beneficialÊ owner). Additionally, GordonÊ RiddlerÊ (aÊ directorÊ ofÊ the
Company)ÊreceivedÊ100,000ÊsharesÊfromÊthisÊtransaction.

m) OnÊ23ÊJanuaryÊ2006, theÊCompanyÊborrowedÊ£60,000ÊfromÊBarnsÊandÊHoganÊDevelopmentÊLimited
(aÊshareholderÊofÊtheÊCompany).TheÊloanÊwithÊinterestÊinÊtheÊtotalÊamountÊofÊ£61,180ÊwasÊrepaidÊto
BarnsÊandÊHoganÊDevelopmentÊLimitedÊonÊ21ÊMarchÊ2006.

n) DuringÊtheÊperiodÊtheÊCompanyÊpaidÊtoÊInternationalÊMiningÊFinanceÊGroupÊLimitedÊ(aÊcompanyÊin
whichÊ MartynÊ ChurchouseÊ isÊ theÊ majorityÊ beneficialÊowner)Ê £96,000Ê forÊ servicesÊ providedÊ by
MartynÊChurchouseÊinÊrespectÊofÊevaluatingÊpotentialÊSouthÊAfricanÊprojects.

26 Commitments
ThereÊareÊnoÊcapitalÊcommitmentsÊalreadyÊcontractedÊbutÊnotÊprovidedÊfor.ThereÊareÊnoÊnon-cancellable
operatingÊleaseÊrentals.

27 PostÊbalanceÊsheetÊevents
a) AnÊoptionÊagreement betweenÊMetalÊResourcesÊandÊFSDM dated 20ÊAugustÊ2006Ê(referÊtoÊnoteÊ25)Êwas

extendedÊforÊaÊfurtherÊ12Êmonths byÊanÊagreementÊsignedÊonÊ13 JulyÊ2007. The option periodÊnow
expires onÊ20ÊAugustÊ2008.

b) OnÊ1ÊJuneÊ2007, 1,439,263ÊordinaryÊshares ofÊ0.5ÊpenceÊeachÊinÊtheÊcapitalÊofÊKimCorÊwereÊissued
andÊallottedÊtoÊCoffeeÊHouseÊGroup. ConsiderationÊofÊ£125,000ÊwasÊpaid constitutingÊanÊissueÊprice
ofÊ8.69ÊpenceÊperÊshare, andÊrepresenting aÊ10%ÊdiscountÊto theÊaverageÊclosingÊmarketÊpriceÊofÊa
KimCorÊShareÊoverÊtheÊ10ÊdaysÊimmediatelyÊprecedingÊ11 MayÊ2007. TheseÊshares wereÊadmittedÊto
tradingÊ onÊ AIMÊ onÊ 7Ê JuneÊ 2007. TheÊ totalÊ numberÊ ofÊ ordinaryÊ sharesÊ inÊ issueÊ followingÊ this
transactionÊwasÊ65,752,596.
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27 PostÊbalanceÊsheetÊeventsÊ(continued)
c) OnÊ2ÊJulyÊ2007, aÊfurtherÊ1,439,263ÊordinaryÊsharesÊof 0.5ÊpenceÊeachÊinÊtheÊcapitalÊofÊKimCorÊwere

issuedÊandÊallottedÊtoÊCoffeeÊHouseÊGroup. ConsiderationÊofÊ£125,000ÊwasÊpaid constitutingÊan issue
priceÊofÊ8.69Êpence perÊshare, representing aÊ10%ÊdiscountÊto theÊaverageÊclosingÊmarketÊpriceÊofÊa
KimCorÊShareÊoverÊtheÊ10ÊdaysÊimmediatelyÊprecedingÊ11 MayÊ2007.TheseÊshares wereÊadmittedÊto
tradingÊonÊAIMÊonÊ6ÊJulyÊ2007.TheÊtotalÊnumberÊofÊordinaryÊsharesÊinÊissueÊfollowingÊthisÊtransaction
wasÊ67,191,859.

d) On 21 August 2007Ê theÊ Company enteredÊ intoÊ aÊ ConditionalÊ SaleÊ andÊ PurchaseÊ Agreement
(ÒAcquisitionÓ) withÊDwykaÊResources Limited relatingÊtoÊtheÊacquisitionÊofÊDDH, itsÊgroupÊand
assets.TheÊAcquisitionÊisÊconditional, amongstÊotherÊthings, uponÊconsentÊofÊtheÊKimCorÊandÊDwyka
ResourcesÊLimited Shareholders. PleaseÊreferÊtoÊthe AdmissionÊdocumentÊissuedÊtodayÊandÊsentÊoutÊas
aÊseparateÊdocumentÊforÊfurtherÊdetails ofÊthe Acquisition andÊrelatedÊdocumentation.

OtherÊthanÊtheÊabove, theÊdirectorsÊareÊnotÊawareÊofÊanyÊmatterÊorÊcircumstanceÊarisingÊsinceÊtheÊendÊofÊthe
financialÊyear.
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APPENDIX 4

FINANCIAL INFORMATION ON DWYKA RESOURCES

Set out in Appendix 4 of this document is the financial information for Dwyka Resources, the ultimate
holding company of Dwyka Diamonds Holdings Limited, for the years ended 30 June 2004, 2005 and
2006, and the six months period ended 31 December 2006. The financial information set out in
Appendix 4 has been extracted without material adjustments from the published audited financial
statements of Dwyka Resources.

Dwyka Resources changed its name form Dwyka Diamonds Limited in March 2007.

Note that all of the dollar figures in Appendix 4 are Australian Dollars.
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FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2004

DWYKA DIAMONDS LIMITED

STATEMENTS OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Parent entity
Notes 2004 2003 2004 2003

$000's $000's $000's $000's

Revenue from sale of goods 3 5,068 6,287 ± ±
Cost of sales 4 (3,587) (6,774) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Gross profit/(loss) 1,481 (487) ± ±
Other revenue from ordinary activities 3 3,168 2,784 1,777 277
Other expenses from ordinary activities
Administration 4 (2,691) (4,020) (1,082) (2,752)
Borrowing costs 4 ± (577) ± (4)
Charges against assets 4 (2,190) (18,656) (1,468) (22,663)
Written down value of plant and
equipment sold (865) (2,284) ± (76)
Cost of investments sold (512) ± (512)
Foreign exchange gains/(losses) 15 857 ± 157

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Loss from ordinary activities before income 
tax expense (1,594) (22,383) (1,285) (25,061)
Income tax (expense)/benefit 5 (24) (698) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Loss from ordinary activities after income 
tax expense (1,618) (23,081) (1,285) (25,061)
Net loss attributable to outside equity 
interest 18 91 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net loss attributable to members of
Dwyka Diamonds Limited 17 (1,527) (23,081) (1,285) (25,061)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total changes in equity other than those 
resulting from transactions with owners 
as owners (1,527) (23,081) (1,285) (25,061)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cents Cents

Basic loss per share 26 (2.4) (43.2)
Diluted loss per share 26 (2.4) (43.2)

The above statements of financial performance should be read in conjunction with the accompanying notes.
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STATEMENTS OF FINANCIAL POSITION

AS AT 30 JUNE 2004

Consolidated Parent entity
Notes 2004 2003 2004 2003

$000's $000's $000's $000's
Current assets
Cash assets 6 6,632 4,494 4,798 3,967
Receivables 7 547 373 37 61
Inventories 8 250 172 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total current assets 7,429 5,039 4,835 4,028
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Non-current assets
Receivables 7 1,482 ± 3,010 1,218
Other financial assets 9 89 399 3,939 4,849
Property, plant and equipment 10 3,054 3,960 89 107
Exploration, evaluation 
and mining properties 11 ± 1,144 ± ±
Deferred tax assets 5 ± 24 ± ±
Other 12 145 37 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total non-current assets 4,770 5,564 7,038 6,174
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total assets 12,199 10,603 11,873 10,202
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Current liabilities
Payables 13 982 1,226 344 526
Provisions 14 503 272 ± ±
Interest-bearing liabilities 15 ± 2 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total current liabilities 1,485 1,500 344 526
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Non-current liabilities
Payables 13 ± ± 714 714

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total non-current liabilities ± ± 714 714
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total liabilities 1,485 1,500 1,058 1,240
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net assets 10,714 9,103 10,815 8,962
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Equity
Parent entity interest
Contributed equity 16 41,834 38,696 41,834 38,696
Accumulated losses 17 (31,120) (29,593) (31,019) (29,734)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total parent entity interest 10,714 9,103 10,815 8,962
Outside equity interest 18 ± ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total equity 10,714 9,103 10,815 8,962
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

The above statements of financial position should be read in conjunction with the accompanying notes.

215



STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2004

Consolidated Parent entity
Notes 2004 2003 2004 2003

$000's $000's $000's $000's

Cash flow from operating activities
Receipts from customers (inclusive of
goods and services tax) 5,040 7,292 144 194
Payments to suppliers and employees 
(inclusive of goods and services tax) (6,368) (8,851) (1,512) (2,522)
Interest received 288 210 219 150
Borrowing costs paid ± (577) ± (4)
Other income received 237 204 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow used in operating activities 27 (803) (1,722) (1,149) (2,182)
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cash flow from investing activities
Payments for exploration & evaluation 
expenditure (1,231) (782) (126) (8)
Payments for purchase of controlled entities 
net of cash acquired ± (904) ± (906)
Payments for purchase of unrelated 
investments (50) (508) (50) (508)
Payments for property, plant and equipment (145) (267) (18) (36)
Proceeds from sale of property, plant and 
equipment 1,084 2,369 ± 85
Loans to controlled entities ± ± (1,122) (484)
Loans from related entities ± ± ± 714
Proceeds from sale of controlled entity 208 ± ± ±
Proceeds from the sale of unrelated 
investments 1,350 ± 1,350 ±
Rehabilitation deposit (108) 6 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow used in investing activities 1,108 (86) 34 (1,143)
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cash flow from financing activities
Proceeds from issue of shares 1,787 1,998 1,787 1,998
Payments for equity issue costs (131) (61) (131) (61)
Proceeds of borrowings ± ± ± ±
Repayment of borrowings 289 (1,339) 290 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow from financing activities 1,945 598 1,946 1,937
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net (decrease)/increase in cash held 2,250 (1,210) 831 (1,388)
Cash at the beginning of the financial year 4,494 5,701 3,967 5,198
Effects of exchange rate changes on cash (112) 3 ± 157

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cash and cash equivalents held at the end 
of the financial year 6 6,632 4,494 4,798 3,967

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Non-cash financing and investing activities 27

The above statements of cash flows should be read in conjunction with the accompanying notes.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2004

1 Summary of significant accounting policies
This general purpose financial report has been prepared in accordance with Accounting Standards,
other authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues
Group Consensus Views and the Corporations Act 2001.

It is prepared in accordance with the historical cost convention, except for certain assets that, as noted,
are at valuation. Unless otherwise stated, the accounting policies adopted are consistent with those of
the previous year.

(a) Principles of consolidation
The consolidated financial statements incorporate the assets and liabilities of all entities controlled by
Dwyka Diamonds Limited (ªCompanyº or ªparent entityº) as at 30 June 2004 and the results of all
controlled entities for the year then ended. Dwyka Diamonds Limited and its controlled entities
together are referred to in this financial report as the Consolidated Entity. The effects of all
transactions between entities in the Consolidated Entity are eliminated in full. Outside equity interests
in the results and equity of controlled entities are shown separately in the consolidated statement of
financial performance and statement of financial position respectively.

Where control of an entity is obtained during a financial year, its results are included in the
consolidated statement of financial performance from the date on which control commences. Where
control of an entity ceases during a financial year its related results are included for that part of the
year during which control existed.

(b) Income tax
Tax effect accounting procedures are followed whereby the income tax expense in the statement of
financial performance is matched with the accounting profit after allowing for permanent differences.
The future tax benefit relating to tax losses is not carried forward as an asset unless the benefit is
virtually certain of realisation. Income tax on cumulative timing differences is set aside to the deferred
income tax or the future income tax benefit accounts at the rates which are expected to apply when
those timing differences reverse.

No provision is made for additional taxes which could become payable if certain reserves of the foreign
controlled entity were to be distributed as it is not expected that any substantial amount will be
distributed from those reserves in the foreseeable future.

(c) Foreign currency translation

(i) Transactions
Foreign currency transactions are initially translated into Australian currency at the rate of
exchange at the date of the transaction. At balance date amounts payable and receivable in foreign
currencies are translated to Australian currency at rates of exchange current at that date. Resulting
exchange differences are brought to account in determining the profit or loss for the year.

(ii) Foreign Controlled Entities
As foreign controlled entities are integrated foreign operations their assets and liabilities are
translated as follows:

(a) monetary items are translated at the exchange rate current at balance date;

(b) non-monetary items are translated at the exchange rate current at the date
of transactions;

(c) owners' equity at the date of investment is translated at the exchange rate current at
that date;
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(d) post-acquisition movements in owners' equity, other than retained profits or
accumulated losses, are translated at the exchange rate current at the dates of those
movements, except that where a movement represents a transfer between items within
owners' equity, the movement is translated at the exchange rate current at the date that
the amount transferred was first included in owners' equity;

(e) distributions from retained profits (that is dividends paid or proposed, or their
equivalent) are translated at the exchange rates current at the dates when the
distributions were proposed (or, where the approval of equity holders is not sought, at
the dates when the distributions were declared);

(f) post-acquisition movements in retained profits or accumulated losses, because of
transfers from the statement of financial performance, are brought to account as a
result of applying (g) below for each financial year; and

(g) revenue and expense items are translated at the exchange rates current at the transaction
date, except that non-monetary items are translated at the rates used to translate those
non-monetary items.

(d) Acquisitions of assets
The purchase method of accounting is used for all acquisitions of assets regardless of whether
equity instruments or other assets are acquired. Cost is measured as the fair value of the assets
given up, shares issued or liabilities undertaken at the date of acquisition plus incidental costs
directly attributable to the acquisition. Where equity instruments are issued in an acquisition, the
value of the instruments is their fair value as at the acquisition date. Transaction costs arising on
the issue of equity instruments are recognised directly in equity.

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 the acquisition. The discount rate used is
the incremental borrowing rate, being the rate at which a similar borrowing could be obtained
from an independent financier under comparable terms and conditions.

Where an entity or operation is acquired and the fair value of the identifiable net assets acquired,
including any liability for restructuring costs, exceeds the cost of acquisition, the difference,
representing a discount on acquisition, is accounted for by reducing proportionately the fair
values of the non-monetary assets acquired until the discount is eliminated. Where, after reducing
to zero the recorded amounts of the non-monetary assets acquired, a discount balance remains it
is recognised as revenue in the statement of financial performance.

(e) Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
entity and the revenue can be reliably measured. The following specific recognition criteria must
also be met before the revenue is recognised:

(i) Sales
Control of the goods has passed to the buyer.

(ii) Interest
Control of the right to receive the interest payment.

(f) Recoverable amount of non-current assets
The recoverable amount of an asset is the net amount expected to be recovered through the cash
inflows and outflows arising from its continued use and subsequent disposal. Where the carrying
amount of a non-current asset is greater than its recoverable amount, the asset is written down to
its recoverable amount. Where net cash inflows are derived from a group of assets working
together, recoverable amount is determined on the basis of the relevant group of assets. The
decrement in the carrying amount is recognised as an expense in net profit or loss in the reporting
period in which the recoverable amount write-down occurs.
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The expected net cash flows included in determining recoverable amounts of non-current assets
are not discounted.

(g) Cash
For purposes of the statement of cash flows, cash includes deposits at call which are readily
convertible to cash on hand and are subject to an insignificant risk of changes in value, net of
outstanding bank overdrafts.

(h) Receivables
Trade debtors are recognised and carried at original invoice amount less a provision for any
uncollectible debts. An estimate for doubtful debts is made when collection of the full amount is
no longer probable. Bad debts are written off as incurred. All trade debtors are recognised at the
recoverable amount as they are due for settlement no more than 30 days from the date
of recognition.

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

(j) Investments
Interests in listed and unlisted securities, other than controlled entities and associates in the
consolidated financial statements, are brought to account at cost and dividend income is
recognised in the statement of financial performance when receivable. Controlled entities are
accounted for in the consolidated financial statements as set out in note 1(a).

(k) Depreciation of property, plant and equipment
Depreciation is calculated on a straight-line basis to write off the net cost or re-valued amount of
each item of property, plant and equipment (excluding land) over its expected useful life to the
Consolidated Entity. Estimates of remaining useful lives are made on a regular basis for all assets,
with annual reassessments for major items.

The expected useful lives are as follows:

Buildings 5 years

Plant and equipment 5-12 years

(l) Exploration and evaluation expenditure
The Company's policy with respect to exploration and evaluation expenditure is to use the ªarea
of interestº 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;

(ii) 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:

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

l exploration and/or evaluation activities in the area of interest have not yet reached a
stage which permits a reasonable assessment of the existence or otherwise of
economically recoverable reserves and active and significant operations in relation to
the area are continuing.
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Exploration and evaluation costs accumulated in respect to each particular area of interest
includes only net direct expenditure;

(iii) 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 profit and loss account 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 proven 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.

(m) 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 are thereby 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.

(n) Trade and other creditors
These amounts represent liabilities for goods and services provided to the Consolidated Entity
prior to the end of the financial year and which are unpaid. The amounts are unsecured and are
usually paid within 30 days of recognition.

(o) Provisions
Provisions are recognised when the economic 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.

(p) Rehabilitation costs
Rehabilitation costs, based on the Consolidated Entity's assessment of current environmental and
regulatory requirements, are recognised to reflect the net present value of the estimated cost of
restoring the environmental disturbance that has occurred up to the balance date. The costs so
provided are capitalised as part of mining assets and depreciated accordingly. Annual increases in
the provision are split between finance costs relating to the change in the net present value of the
provision, inflationary increases in the provision estimate and restoration costs relating to
additional environmental disturbances that have occurred. Remediation liabilities, other than
rehabilitation costs, which relate to liabilities arising from specific events, are expenses when they
are identified, probable and may be reasonably estimated.

(q) Contributed equity
Issued and paid up capital is recognised at the fair value of the consideration received by the
Company. Any transaction costs arising on the issue of ordinary shares are recognised directly in
equity as a reduction of the share proceeds received.
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(r) Employee entitlements
Provision is made for employee entitlement benefits accumulated as a result of employees rendering
services up to the balance date. Liabilities arising in respect of wages and salaries, annual leave, sick
leave and other benefits expected to be settled within twelve months of the balance date are
measured at the amounts expected to be paid when the liabilities are settled. All other employee
entitlement liabilities are measured at the present value of expected future cash outflows.

In respect of the Consolidated Entity's defined contribution superannuation plans, any
contributions made to the superannuation plans by entities within the Consolidated Entity are
charged against net profit or loss when due.

(s) Earnings per share

(i) Basic earnings per share
Basic earnings per share is determined by dividing net profit attributable to members, adjusted
to exclude costs of servicing equity (other than dividends) and preference share dividends, by
the weighted average number of ordinary shares, adjusted for any bonus element.

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings
per share by taking into account the after income tax effect of interest and other financing
costs associated with dilutive potential ordinary shares and the weighted average number of
shares assumed to have been issued for no consideration in relation to dilutive potential
ordinary shares.

(t) Borrowing costs
Borrowing costs are recognised as expenses in the period in which they are incurred, except where
they are included in the costs of qualifying assets.

(u) Rounding
The amounts contained in this financial report have been rounded to the nearest $1,000 (where
rounding is applicable) under the option available to the Company under ASIC Class order
98/0100. The Company is an entity to which the Class Order applies.

(v) Adoption of Australian Equivalents to International Financial Reporting Standards
Australia is currently preparing for the introduction of International Financial Reporting
Standards (IFRS) effective for financial periods commencing 1 January 2005. This requires the
production of accounting data for future comparative purposes at the beginning of the next
financial year.

The Company's management is assessing the significance of these changes and preparing for their
implementation. An IFRS committee will be established to oversee and manage the Consolidated
Entity's transition to IFRS. The Company will seek to keep stakeholders informed as to the
impact of these new standards as they are finalised. The directors are of the opinion that the key
differences in the Consolidated Entity's accounting policies which will arise from the adoption of
IFRS are:

Impairment of Assets
The Consolidated Entity currently determines the recoverable amount of an asset on the basis of
undiscounted net cash flows that will be received from the assets use and subsequent disposal. In
terms of AASB 136:Impairment of Assets, the recoverable amount of an asset will be determined
as the higher of fair value less costs to sell and value in use on a discounted basis. It is likely that
this change in accounting policy will lead to impairments being recognised more often than under
the existing policy.
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Income Tax
Currently, the Consolidated Entity adopts the liability method of tax-effect accounting whereby
the income tax expense is based on the accounting profit adjusted for any permanent differences.
Timing differences are currently brought to account as either a provision for deferred income tax
or future income tax benefit. Under AASB 112: Income Taxes, the Consolidated Entity will be
required to adopt a balance sheet approach under which temporary differences are identified for
each asset and liability rather than the effects of the timing and permanent differences between
taxable income and accounting profit.

The Consolidated Entity also has carried forward income tax losses which have not been
recognised as deferred tax assets as they do not satisfy the ªvirtually certainº test under current
Australian Accounting Standards.

Equity-based Compensation Benefits
Any equity based compensation forming part of the remuneration of directors/employees of the
Consolidated Entity is not currently recognised as an expense for any share-based compensation
granted. Under AASB 2: Share-Based Payments, the Consolidated Entity will be required to
recognised as an expense for such share-based compensation. Share-based compensation is
measured at the fair value of the share options determined at grant date and recognised over the
expected vesting period of the options.

Extractive Industries
The International Accounting Standards Board is yet to release an IFRS based on Exposure
Draft 6 ªExploration for and Evaluation of Mineral Resourcesº. There remains uncertainty as to
whether or not deferred exploration expenditure can continue to be capitalised.

Included in note 29 to the financial statements is a reconciliation of Australian Generally
Accepted Accounting Principles (GAAP) to IFRS, which details significant differences between
the two as they relate to the Consolidated Entity, based on IFRS which are currently applicable.
This reconciliation is included as part of the requirements of the Company's secondary listing on
the Alternative Investment Market on the London Stock Exchange.

In addition to the differences included in note 29, the adoption of IFRS on or after 1 January
2005 may result in further differences as new IFRS become applicable. Major changes identified
as a result of the new IFRS and the Consolidated Entity's current accounting policies include
Equity-based compensation benefits and Extractive Industriespolicies as noted above.

The reconciliation between AGAAP and IAS detailed at note 29 and the above should not be
regarded as a complete list of changes in accounting policies that will result from the transition to
Australian equivalents to IFRS, as not all standards have been analysed as yet, and some decisions
have not yet been made where choices of accounting policies are available. For these reasons, it is
not yet possible to quantify the impact of the transition to Australian equivalents to IFRS on the
consolidated entity's financial position and reported results.

(w) Equity±based compensation benefits
Equity-based compensation benefits are provided to employees and consultants via the
Company's employee incentive share plan and employee incentive option plan. Information
relating to these plans are set out in note 21.

No accounting entries are made in relation to the incentive option plan until options are exercised,
at which time the amounts receivable from employees are recognised in the statement of financial
position as share capital. The amounts disclosed for remuneration of directors and executives in
note 22 include the assessed fair value of options at the date they were granted.

The market value of shares issued to employees under the employee share plan is recognised in
the statement of financial position as share capital offset by a corresponding receivable
representing loans advanced to the employees to fund the share issue.

222



2 Segment information
During the year the Consolidated Entity operated primarily in two geographical segments being South
Africa, where its main operations are diamond mining exploration and production, and in India, where
additional diamond exploration activities are located. The parent entity is based in Australia which is
effectively the corporate office of the Group.

Australia South Africa India Consolidated
2004 2003 2004 2003 2004 2003 2004 2003

Revenue $000's $000's $000's $000's $000's $000's $000's $000's

External sales ± ± 5,068 6,287 ± ± 5,068 6,287
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Total sales revenue ± ± 5,068 6,287 ± ± 5,068 6,287
Other revenue 1,350 85 1,321 2,489 ± ± 2,671 2,574

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Total segment revenue 1,350 85 6,389 8,776 ± ± 7,739 8,861

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Unallocated revenue 497 210

±±±±±±± ±±±±±±±
Total revenue 8,236 9,071

±±±±±±± ±±±±±±±±±±±±±± ±±±±±±±
Result
Segment result (445) (2,240) (652) (20,959) (1,679) (251) (2,776) (23,450)

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Unallocated revenue net of
unallocated expenses 1,182 1,067

±±±±±±± ±±±±±±±
Loss from ordinary activities (1,594) (22,383)
Income tax (expense)/benefit (24) (698)

±±±±±±± ±±±±±±±
Net profit/(loss) (1,618) (23,081)

±±±±±±± ±±±±±±±±±±±±±± ±±±±±±±
Assets
Segment assets 6,405 4,534 5,667 4,988 38 1,044 12,110 10,566

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Unallocated assets 89 37

±±±±±±± ±±±±±±±
Total assets 12,199 10,603

±±±±±±± ±±±±±±±±±±±±±± ±±±±±±±

Liabilities
Segment liabilities 344 167 1,119 1,055 22 278 1,485 1,500

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Unallocated liabilities ± ±

±±±±±±± ±±±±±±±
Total liabilities 1,485 1,500

±±±±±±± ±±±±±±±±±±±±±± ±±±±±±±
Acquisition of property plant
and equipment and other
non-current segment assets 18 36 127 231 ± 1,016 145 1,283

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Other non-cash expenses (152) 241 814 18,415 1,528 ± 2,190 18,656

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Depreciation and
amortisation expense 36 115 328 1,626 ± ± 364 1,741

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
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3 Revenue
Consolidated Parent entity

2004 2003 2004 2003
$000's $000's $000's $000's

Revenue from operating activities
Sale of goods 5,068 6,287 ± ±

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Revenue from outside the operating activities
Interest received 288 210 219 150
Proceeds from sale of equity investments 1,350 ± 1,350 ±
Proceeds from sale of plant and equipment 1,084 2,369 ± 85
Proceeds on sale of controlled entity 208 ± 208 ±
Other revenue 238 205 ± 42

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

3,168 2,784 1,777 277
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Revenue from ordinary activities 8,236 9,071 1,777 277
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

4 Net gains/(losses) and expenses
Consolidated Parent entity

2004 2003 2004 2003
$000's $000's $000's $000's

Loss from ordinary activities before income 
tax expense includes the following specific 
net gains and expenses:
Profit on sale of controlled entity 208 ± 208 ±
Net gain on sale of investments 838 ± 838 ±
Net gain on sale of plant and equipment 219 85 ± 9
Net foreign exchange gains 15 857 ± 157

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Expenses
Cost of sales includes the following expense:

Depreciation of plant and equipment 326 1,626 ± ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Other charges against assets:
Goodwill on consolidation write off 199 ± ± ±
Write down of property, plant and equipment ± 1,647 ± ±
Provision for diminution in investments (152) 241 (152) 241
Provision for diminution in related
company investments ± ± 600 21,454
Provision for rehabilitation expenses 183 ± ± ±
Provision for write down of related company loans ± ± 1,020 933
Write-down of exploration expenditure and 
mineral properties 1,960 16,769 ± 35

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Borrowing costs expensed:
Interest and finance charges ± 577 ± 4

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Administration expenses includes the following:

Auditors remuneration 143 163 111 110
Bad and doubtful debts expense (317) 65 (290) 22
Consulting expenses 689 833 523 828
Depreciation of plant and equipment 38 115 36 115
Directors fees 75 132 75 110
Employee benefits expense 808 740 61 178
Legal fees 67 494 50 485
Rental expenses related to operating leases 71 68 70 39

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±
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5 Income tax
Consolidated Parent entity

2004 2003 2004 2003
$000's $000's $000's $000's

Income tax expense
The income tax expense for the financial year 
differs from the amount calculated on the loss.
The differences are reconciled as follows:

Loss from ordinary activities before income 
tax expense (1,594) (22,383) (1,285) (25,061)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Income tax benefit 526 6,715 386 7,518

Tax effect of permanent differences:

Non-deductible provisions 195 (72) (291) (6,788)
Non-deductible write-down of mineral rights (187) (3,386) ± (11)
Non-deductible depreciation and amortisation ± (28) ± (28)
Accounting profit on sale of assets 251 ± 251 ±
Non-assessable exchange (loss)/gain (46) (575) ± ±
Non-deductible expenses (291) (1,140) (291) (622)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Income tax adjusted for permanent differences 448 1,514 55 69
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Prior year tax benefit now written off (24) (543) ± ±
Tax benefit not recognised (448) (1,669) (55) (69)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Income tax (expense)/benefit (24) (698) ± ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Deferred tax assets
Future income tax benefit ± 24 ± ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Income tax losses
The directors estimate that the potential future 
income tax benefit at 30 June in respect of tax 
losses not brought to account is 1,573 1,542 373 363

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

This benefit for tax losses of the Consolidated Entity will only be obtained if:

(i) future assessable income is derived of a nature and of an amount sufficient to enable the benefit
to be realised, or

(ii) the losses are transferred to an eligible entity in the Consolidated Entity, and

(iii) the conditions for deductibility imposed by tax legislation continue to be complied with, and

(iv) no changes in tax legislation adversely affect the Consolidated Entity in realising the benefit.

The Australian tax consolidation regime does not apply for the Company.

6 Cash assets
Consolidated Parent entity

2004 2003 2004 2003
$000's $000's $000's $000's

Cash at bank and on hand 6,632 4,348 4,798 3,967
Deposits at call ± 133 ± ±
Term deposits ± 13 ± ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

6,632 4,494 4,798 3,967
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Interest earned from cash accounts and short term deposits ranged from 0 per cent. to 4.75 per cent.
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7 Receivables
Current
Trade debtors 501 333 ± ±
Less provision for doubtful debts ± (25) ± ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

501 308 ± ±
GST refund 37 32 37 32
Other debtors 9 33 ± 29

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

547 373 37 61
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Non-current
Loans to other entities ± 290 ± 290
Less provision for doubtful debts ± (290) ± (290)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

± ± ± ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Loans to directors, consultants and employees 1,482 ± 1,482 ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Loans to related parties ± ± 2,968 2,151
Less provision for non-recovery of loans 
to related parties ± ± (1,440) (933)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

± ± 1,528 1,218
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

1,482 ± 3,010 1,218
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Trade debtors are denominated and receivable in South African Rand (ZAR). Other debtors generally
arise from transactions outside the usual operating activities of the Consolidated Entity and are non-
interest bearing. Loans to other entities are interest free and at call. The Parent Company has agreed
not to call these amounts for at least the next twelve months. Loans to related parties and to directors,
consultants and employees are carried at their net recoverable amount and are non-interest bearing.

The loans to directors, consultants and employees were made in accordance with the Company's
employee share plan and relate to shares that were issued at $0.52 being the then current market value.
Refer note 22(e).

8 Inventories
Consolidated Parent entity

2004 2003 2004 2003
$000's $000's $000's $000's

At cost:
Raw materials 65 51 ± ±
Finished goods 131 121 ± ±
Rough diamonds 54 ± ± ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

250 172 ± ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±
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9 Other financial assets
Investments traded on organised markets
Shares in other corporations 
± at the lower of cost or market value at 

30 June 2004 158 619 158 619
± less provision for diminution (69) (241) (69) (241)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

89 378 89 378
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Other (non traded investments)
Shares in other corporations at cost
± controlled entities (note 25) ± ± 24,251 25,904
± less provision for loss on investment in

controlled entities ± ± (20,401) (21,454)
± other entities 21 21 21 21
± less provision for loss on investment in

other entities (21) ± (21) ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

± 21 3,850 4,471
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

89 399 3,939 4,849
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Non-traded shares in other corporations
Non-traded shares in other corporations have been written down to their assessed recoverable amount,
being the present value of net cash inflows from expected future dividends and subsequent disposal of
the shares.

10 Property, plant and equipment
Consolidated Parent entity
2004 2003 2004 2003

$000's $000's $000's $000's

Freehold land and buildings
At cost 120 120 ± ±
Accumulated depreciation (12) (4) ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

108 116 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Plant and equipment
At cost 6,193 8,030 183 164
Impairment charges (657) (1,647) ± ±
Accumulated depreciation (2,590) (2,539) (94) (57)

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

2,946 3,844 89 107
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

3,054 3,960 89 107
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±
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Reconciliations of the carrying amount for each class of property, plant and equipment at the
beginning and end of the current and previous financial year:

Freehold land and buildings
Beginning carrying value 116 119 ± ±
Additions ± 1 ± ±
Depreciation (8) (4) ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Ending carrying value 108 116 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Plant and equipment
Beginning carrying value 3,844 8,872 107 262
Additions 145 266 18 36
Finance leased additions ± 3,536 ± ±
Finance leased disposals ± (3,536) ± ±
Disposals (864) (2,285) ± (76)
Impairment charges ± (1,647) ± ±
Foreign exchange effects 177 375 ± ±
Depreciation (356) (1,737) (36) (115)

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Ending carrying value 2,946 3,844 89 107
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

11 Exploration, evaluation and mining properties
Consolidated Parent entity
2004 2003 2004 2003

$000's $000's $000's $000's

Exploration and evaluation costs 7,705 8,128 ± ±
Impairment charges (7,705) (6,984) ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

± 1,144 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Mining properties 10,034 10,034 ± ±
Impairment charges (9,785) (9,785) ± ±
Accumulated amortisation (249) (249) ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

± ± ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

± 1,144 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Reconciliations of the carrying amount of exploration, evaluation and mining properties at the
beginning and end of the current and previous financial year:

Exploration and evaluation costs

Opening balance 1,144 6,694 ± ±
Exploration and evaluation costs acquired
during the year ± 624 ± ±
Exploration and evaluation costs incurred 
during the year 1,231 810 126 35
Expenditure written off (2,375) (6,984) (126) (35)

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Closing balance ± 1,144 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Mining properties
Opening balance ± 9,079 ± ±
Interest in mining properties acquired 
during the year ± 706 ± ±
Amortisation expense ± ± ± ±
Expenditure written off ± (9,785) ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Closing balance ± ± ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±
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Ultimate recoupment of costs carried forward for exploration and evaluation is dependent upon:

± continuance of the Company's rights to tenure of the areas of interest;

± results of future exploration; and

± recoupment of costs through successful development and commercial exploitation, or
alternatively by sale of the respective areas.

12 Other non±current assets

Consolidated Parent entity
2004 2003 2004 2003

$000's $000's $000's $000's

Term deposit 145 37 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Goodwill on consolidation 199 ± ± ±
Impairment charge (199) ± ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

± ± ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

145 37 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

The term deposit is being 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.

13 Payables
Current liabilities
Trade creditors 890 830 308 468
Other creditors 92 396 36 58

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

982 1,226 344 526
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

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. Of the consolidated payables $616,896 (2003:
$683,722) is denominated and repayable in South African Rand.

Non-current liabilities
Loan from controlled entity ± ± 714 714

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

14 Provisions
Rehabilitation costs ± opening balance 259 59 ± ±
± utilised during year ± (173) ± ±
± provision for year 183 384 ± ±
± foreign exchange effects 45 (11) ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Balance at end of year 487 259 ± ±
Leave entitlements 16 13 ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

503 272 ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

15 Interest-bearing liabilities
Current
Instalment purchase agreements ± 2 ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±
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16 Contributed equity
Consolidated Parent entity
2004 2003 2004 2003

$000's $000's $000's $000's

(a) Share capital
Ordinary shares fully paid 41,834 38,696 41,834 38,696

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

2004 2003
Number of Number of

shares $000's shares $000's

(b) Movements in share capital
Balance at beginning of the financial year 55,802,696 38,696 51,007,542 36,359
Issued during the year:
± placement to raise working capital 5,255,000 1,787 3,995,154 1,998
± employee share plan shares issued (note 21(c) ) 2,850,000 1,482 ± ±
± issued as consideration for acquisition of
controlled entity ± ± 800,000 400

Less: issue transaction costs ± (131) ± (61)
±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±

Balance at end of the financial year 63,907,696 41,834 55,802,696 38,696
±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±

Number of options
2004 2003

(c) Share options
To acquire ordinary fully paid shares in 
Dwyka Diamonds Limited:
± at $1.47 per share on or before 30 June 2006 2,000,000 3,000,000
± at $0.52 per share on or before 30 June 2007

(refer note 22) 1,100,000 ±
±±±±±±±±±±±± ±±±±±±±±±±±±

3,100,000 3,000,000
±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

(d) Movements in share options

To acquire ordinary fully paid shares on or before 30 June 2006:
Beginning of the financial year 3,000,000 3,000,000
Options relinquished (1,000,000) ±

±±±±±±±±±±±± ±±±±±±±±±±±±

Balance at end of financial year 2,000,000 3,000,000
±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

To acquire ordinary fully paid shares on or before 30 June 2007:
Beginning of the financial year ± ±
Options issued during year 1,100,000 ±

±±±±±±±±±±±± ±±±±±±±±±±±±

Balance at end of financial year 1,100,000 ±
±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

(e) Ordinary Shares

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.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is
entitled to one vote, and upon a poll each share is entitled to one vote.
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17 Accumulated losses
Consolidated Parent entity
2004 2003 2004 2003

$000's $000's $000's $000's

Balance at beginning of year (29,593) (6,512) (29,734) (4,673)
Net loss attributable to members of Dwyka 
Diamonds Limited (1,527) (23,081) (1,285) (25,061)

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Balance at end of financial year (31,120) (29,593) (31,019) (29,734)
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

18 Outside equity interest
Consolidated
2004 2003

$000's $000's

Outside equity interest comprises:
Reserves 91 ±
Accumulated losses (91) ±

±±±±±±±±±± ±±±±±±±±±±

± ±
±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±

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

19 Financial instruments

(a) Credit risk exposures
The credit risk on financial assets of the Consolidated Entity which have been recognised on the
statement of financial position, other than investments in shares, is generally the carrying amount,
net of any provision for doubtful debts.

The Consolidated Entity minimises concentrations of credit risk in relation to trade receivables by
undertaking transactions with a large number of customers.
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(b) Interest rate risk exposures
The Consolidated Entity's exposure to interest rate risk and the effective weighted average interest
rate by maturity periods is set out in the following table. For interest rates applicable to each class
of asset or liability refer to individual notes to the financial statements.

Floating Non-
interest interest

Notes rate bearing Total
$000's $000's $000's

2004
Financial assets
Cash and deposits 6 6,632 ± 6,632
Receivables ± current 7 ± 547 547
Listed shares 9 ± 89 89
Receivables ± non-current 7 ± 1,482 1,482
Other financial assets
± unlisted shares ± ± ±
± term deposit 12 ± 145 145

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

6,632 2,263 8,895
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Weighted average interest rate 4.75%
Financial liabilities
Payables 13 ± (982) (982)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

± (982) (982)
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net financial assets (liabilities) 6,632 1,281 7,913
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Floating Fixed Non-
interest 1 year or interest

rate less bearing Total
Notes $000's $000's $000's $000's

2003
Financial assets
Cash and deposits 6 4,481 13 ± 4,494
Receivables 7 ± ± 373 373
Listed shares 9 ± ± 378 378
Other financial assets
- unlisted shares ± ± 21 21
- term deposit 12 37 ± ± 37

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

4,518 13 772 5,303
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Weighted average interest rate 3.75% 4.25%
Financial liabilities
Payables 13 ± ± 1,226 1,226
Instalment purchase agreements 15 2 ± ± 2

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

2 ± 1,226 1,228
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Weighted average interest rate 15%
Net financial assets (liabilities) 4,516 13 (454) 4,075

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

(c) Net fair value of financial assets and liabilities
The net fair value of cash and cash equivalents and non-interest bearing monetary financial
assets and financial liabilities of the Consolidated Entity approximates their carrying amounts.
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Equity investments traded on organised markets have been valued by reference to market prices
prevailing at balance date. Unquoted investments are carried at the lower of cost and
recoverable amount.

20 Commitments for expenditure

(a) Capital expenditure commitments
Under the terms of tenement licences granted by the relevant South African authorities there are
no defined minimum annual expenditure obligations to be met in order for mining tenements to
maintain a status of good standing.

(b) Instalment purchase agreement commitments
Consolidated Parent entity

2004 2003 2004 2003
$000's $000's $000's $000's

Commitments for minimum payments in
relation to instalment purchase agreements
for purchase of equipment are payable as follows:
Within one year ± 2 ± ±
Later than one year but less than 5 years ± ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

± 2 ± ±
Less future finance charges ± ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Recognised as a liability ± 2 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

21 Employee entitlements

(a) Employee entitlement liabilities
Provisions for employee entitlements

Current (note 14) 16 13 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

(b) Employee numbers
Number of employees as at 30 June 2004 64 59 1 2

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

(c) Employee incentive share plan
An employee incentive share plan was approved at the 2003 annual general meeting.

Participants of the plan are determined by the Board and can be employees and directors of, or
consultants to, the Company or a controlled entity. The Board considers length of service,
seniority, responsibilities, potential contribution and any other relevant matters in determining
eligibility of potential participants.

The issue price for the shares issued under the plan are not less than weighted average share price
for the last five trading days immediately proceeding the offer to the participant.

A participant who is invited to subscribe for shares under the plan may also be invited to apply
for a loan up to the amount payable in respect of the shares accepted by the participant. These
loans are to be made on the following terms:

l Interest free;

l Applied directly against the issue price of the shares to be acquired under the plan;
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l For a term to be determined by the Board;

l Repayable to the extent of the lesser of the issue price of the relevant shares issued, less any
cash dividends applied against the outstanding principal; and the last market sale price of
the shares on the date of repayment of the loan;

l The loan must be repaid in full prior to expiry of the loan;

l The Company will have a lien over the shares in respect of which a loan is outstanding;

l Shares issued under the plan are not transferable while a loan amount in respect of those
shares remains payable; and

l Shares issued under the share plan will not be quoted on a publicly traded stock market while
a loan amount in respect of those shares remains payable.

On 17 December 2003, 2,850,000 shares were issued to directors, consultants and employees under
the plan. These shares were issued at $0.52 being the average weighted market value for the five
trading days prior to granting. The shares were paid for by way of a loan payable on or before
17 December 2006 (as provided by the plan). For details of the shares issued to directors and
executives refer to note 22(c).

(d) Employee incentive option plan
An employee incentive option plan was also approved at the 2003 annual general meeting.

Participants of the option plan are determined by the Board and can be employees and directors
of, or consultants to, the Company or a controlled entity. The Board considers length of service,
seniority, responsibilities, potential contribution and any other relevant matters in determining
eligibility of potential participants. The Board has sole responsibility to determine the number of
options and terms and conditions of options granted to any participant.

The options issued under the option plan will be granted free of charge. The exercise price for the
options is to be not less than weighted average share price for the last five trading days
immediately proceeding the options being offered to the participant.

The expiry date of the options will be determined by the Board and will also lapse within one
month of the participant ceasing to be a director, employee or consultant of the Company or a
controlled entity (subject to certain exceptions). The Board at its discretion may apply certain
vesting conditions upon any options issued under the plan.

The options are not transferable without prior written approval from the Board. The options will
not be quoted on a publicly traded stock market, however application will be made for ASX/AIM
quotation of the shares issued upon the exercise of the options.

On 20 February 2004, 1,100,000 options were issued to employees of a controlled entity. These
options are exercisable at $0.52 on or before 30 June 2007. One third of these options will vest
with these employees as from 20 February 2005, a third will vest with these employees as at
20 February 2006, while the final third will vest on 20 February 2007.

22 Director and executive disclosures

(a) Names and positions held of parent entity directors and specified executives in office at any time
during the financial year are:

Parent Entity Directors

Mr E Nealon Chairman Non-executive
Ms M Sturgess CEO Executive
Mr E Kirby Technical Director Non-executive
Mr J Hohne (resigned 25 July 2003) Director Non-executive
Mr P de Villiers (resigned 25 July 2003) Director Non-executive
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Since the year end Mr Grant Button and Mr Andrew Nealon were appointed as alternate
directors for Ms M Sturgess and Mr E Nealon respectively. This appointment was solely for the
purpose of attending a shareholder meeting held on 13 September 2004 with both appointments
being cancelled at the conclusion of the meeting on 13 September 2004.

Employed by/
Specified Executives Position Consultant to

Mr G Button Commercial Manager Dwyka Diamonds Ltd
Mr C Bredenkamp South African Operations Supermix Mining 

Manager (Pty) Ltd

Both the above were specified executives during the year ended 30 June 2003.

(b) Directors and Executives' Remuneration
Primary

Parent entity Salary & Post employment Equity
directors 2004 directors fees Consulting fees Superannuation Options Total

$ $ $ $ $

Mr Nealon 24,850 85,833 2,000 ± 112,683
Ms Sturgess 24,850 180,000 2,000 ± 206,850
Mr Kirby 24,850 38,143 1,000 ± 63,993
Mr Hohne ± ± ± ± ±
Mr de Villiers ± ± ± ± ±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

74,550 303,976 5,000 ± 383,526±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±
2003 161,194 493,503 27,045 ± 681,742±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Consolidated Entity specified executives
2004

Mr Button ± 144,000 ± ± 144,000
Mr Bredenkamp 93,241 ± ± 14,397 107,638±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

93,241 144,000 ± 14,397 251,638±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±
2003 58,783 144,000 ± ± 202,783±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

(c) Shares and options held by Parent Entity directors and specified executives

Fully paid ordinary shares
Balance at Granted under an Balance at 

Director 1 July 2003 employee share plan* 30 June 2004

Edward Nealon ± 1,000,000 1,000,000
Melissa Sturgess 2,500 1,000,000 1,002,500
Evan Kirby ± 250,000 250,000

Specified executives
Grant Button 166,667 250,000 416,667
Cedric Bredenkamp 12,663 ± 12,663

* These shares were issued at $0.52 being the weighted market value for the five trading days prior to granting.
The shares were paid for by way of a loan payable on or before 17 December 2006. It is therefore considered
that there is no deemed remuneration component in relation to the issue of these shares. Refer note 22(e) for
details of loans payable.
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30 June 2006 options exercisable at $1.47
Director Balance at Balance at

1 July 2003 Options cancelled 30 June 2004

Edward Nealon 500,000 (500,000) ±
Melissa Sturgess 500,000 (500,000) ±
Evan Kirby ± ± ±

Specified executives
Grant Button ± ± ±
Cedric Bredenkamp ± ± ±

30 June 2007 options exercisable at $0.52
Granted under an Balance at 

Director Balance at 1 July 2003 employee option plan 30 June 2004

Edward Nealon ± ± ±
Melissa Sturgess ± ± ±
Evan Kirby ± ± ±

Specified executives
Grant Button ± ± ±
Cedric Bredenkamp ± 250,000 250,000

(d) Remuneration practices
The Company's policy for determining the nature and amount of emoluments of board members
and senior executives of the company is as follows:

Remuneration levels are competitively set to attract the most qualified and experienced directors
and senior executive officers.

All directors receive fees for services as a director. These fees are paid in cash, the fees are fixed
and approved by shareholders and are not related to the performance of the Company. The
Company's Constitution provides that directors may collectively be paid a fixed sum not
exceeding the aggregate maximum per annum from time to time as determined by the Company.
A director may be paid fees or other amounts as the directors determine where a director performs
special duties or otherwise performs services outside the scope of the ordinary duties of a director.

The Company intends to finalise formal consulting service contracts for the provision of
consulting services by each of the directors and the specified executives. It is expected that these
arrangements will be formalised shortly.

There are no retirement benefits due or payable to Directors or specified executives.

(e) Loans to directors and executives
Details of loans made to directors of Dwyka Diamonds Limited and to the specified executives
of the Consolidated Entity, including personally related entities, are set out below:

Advanced during the year
Balance at in accordance with an Balance at

Directors 1 July 2003 employee share plan 30 June 2004
$ $ $

Edward Nealon ± 520,000 520,000
Melissa Sturgess ± 520,000 520,000
Evan Kirby ± 130,000 130,000

Specified executives
Grant Button ± 130,000 130,000
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The above loans were advanced on 17 December 2003 and made in accordance with the Company
employee share plan to enable the directors and specified executives to acquire shares in the
Company. The loans are:

l Interest free; (If these loans were made at an arms length basis an interest rate of at least
7.5 per cent. would be payable.)

l Secured by the employee share plan shares issued using the loan principal;

l For a three year term from 17 December 2003; and

l Only repayable to the extent of the sale proceeds of the sale of the relevant employee share
plan shares should the principal remain outstanding on 17 December 2006.

23 Remuneration of auditors
Consolidated Parent entity

2004 2003 2004 2003
$ $ $ $

Remuneration for audit or review of the 
financial reports of the parent entity or 
any entity in the Consolidated Entity:
Auditor of the parent entity
± Australian firm 48,050 50,000 48,050 50,000
± Other firms 30,699 46,620 ± ±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

78,749 96,620 48,050 50,000±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Remuneration for other services:
Auditor of the parent entity, tax consulting 62,525 59,853 62,525 59,853
± Other; tax consulting 1,346 6,102 ± ±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

63,871 65,955 62,525 59,853±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

24 Related parties 

Wholly-owned group
The wholly-owned group consists of Dwyka Diamonds Ltd and its wholly-owned controlled entities,
JJS&L Mining (2000) (Proprietary) Limited, Diamantrifdelwery (Proprietary) Limited, Kohinoor
Mining International Limited, Diamix Plc and Supermix Mining (Pty) Ltd.

During the reporting period the Company sold its 100 per cent. interest in MountClarke
(Proprietary) Limited.

Loans to or from other wholly-owned subsidiaries in the Group at year-end were:

Parent entity
2004 2003

$ $

Non-current loans advanced by Dwyka to wholly-owned subsidiaries 2,967,596 2,150,843
Non-current loans received by Dwyka from wholly-owned subsidiaries (714,196) (714,196)

Other related parties
Other related parties include the controlled entity Amil Mining India Pvt Limited which is 74 per cent.
owned by Kohinoor Mining International Limited; and Basfour 2624 (Pty) Ltd and Biz Africa 546
(Pty) Ltd which are 70 per cent. owned by Diamix Plc. Kohinoor Mining International Limited has
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an option to move to 100 per cent. ownership of Amil Mining India Pvt Ltd subject to Indian
government approval.

Controlling entities
The ultimate parent entity in the wholly-owned group and the ultimate Australian parent entity is
Dwyka Diamonds Ltd.

25 Investments in controlled entities
Name of entity Country of Class of Equity Cost of parent entity's

incorporation shares holding investment
2004 2003 2004 2003

% % $000's $000's

JJS & L Mining South Africa Ordinary 100.0 100.0 2,220 2,220
Diamantrifdelwery South Africa Ordinary 100.0 100.0 1,760 1,760
MountClarke South Africa Ordinary 0.0 100.0 ± 1,653
Diamix Plc United Kingdom Ordinary 100.0 100.0 19,670 19,670
Kohinoor Mining Mauritius Ordinary 100.0 100.0 601 601±±±±±± ±±±±±±

24,251 25,904±±±±±± ±±±±±±±±±±±± ±±±±±±

Acquisition and sale of controlled entities
During the financial year, the Company sold its 100 per cent. interest in MountClarke (Proprietary)
Limited for a cash consideration of 1 million Rand ($AUD 208,108). As the Company's investment in
MountClarke (Proprietary) Limited had previously been fully written off this sale has resulted in a
profit on sale of controlled entity of $208,108.

Effective on 1 July 2003 the Consolidated Entity acquired a 70 per cent. interest in Basfour 2624 (Pty)
Ltd. This company had no assets other than an application for a prospecting permit at the Bosele
project. The consideration for acquiring this interest was the sale of 30 per cent. of the issued capital
in Biz Africa 546 (Pty) Ltd. This transaction resulted in the creation of goodwill on consolidation
amounting to $199,484. This goodwill on consolidation has been fully written off. Refer note 12.

26 Loss per share
The following reflects the operating loss and share data used in the calculations of basic and diluted
loss per share:

Net loss (1,618) (23,081)
Adjustments:
Less: Net loss attributable to outside equity interest (91) ±±±±±±± ±±±±±±±
Loss used in calculating basic and diluted earnings per share (1,527) (23,081)

±±±±±± ±±±±±±±±±±±±± ±±±±±±±

Number Number

Weighted average number of ordinary shares used in calculating
basic loss per share 62,400,493 53,431,457
Effect of dilutive securities:
Share options ± ±±±±±±±±±±± ±±±±±±±±±±
Adjusted weighted average number of ordinary shares used in
calculating diluted loss per share 62,400,493 53,431,457

±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±
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Information concerning the classification of securities:
Options granted are considered to be potential ordinary shares but have not been included in the
determination of diluted loss per share as they are not dilutive. Details relating to the options are set
out in the Directors' Report and note 16.

27 Reconciliation of operating loss after income tax to net cash inflow from operating activities
Consolidated Parent entity

2004 2003 2004 2003
$000's $000's $000's $000's

Loss from ordinary activities after tax (1,618) (23,081) (1,285) (25,061)
Depreciation and amortisation 364 1,741 36 115
Exploration expenditure & mining properties
written off 1,231 18,415 126 35
Provision for doubtful debt reversal (317) ± (290) ±
Write back of rehabilitation provision 183 ± ± ±
Profit on sale of equity investments (838) ± (838) ±
Foreign exchange (gain)/loss 84 (702) ± (157)
Profit on sale of controlled entity (208) ± (208) ±
Write down of assets 777 241 1,468 22,628
Profit on sale of plant (220) (85) ± (9)
Decrease/(increase) in receivables (175) 703 24 15
Decrease/(increase) in inventory (78) 166 ± ±
(Increase)/decrease in tax assets 24 543 ± ±
Increase/(decrease) in payables (243) 158 (182) 252
Increase/(decrease) in provisions 231 179 ± ±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
Net cash flow used in operating activities (803) (1,722) (1,149) (2,182)

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Non-cash financing activities
During the year the Company issued 2,850,000 shares at $0.52 each ($1,482,000). No cash funds were
raised from this issue as the shares were issued to directors/consultants/employees in accordance with
an employee incentive share plan with for the subscription monies being provided from the Company
entering into loan agreements to the value of $1,482,000 with the directors/consultants/employees.

28 Events occurring after reporting date
The following event has occurred since the end of the financial year:

l The Company has completed a placement of 16,532,500 ordinary shares at GBP0.26 ($AUD0.67)
to raise funds to acquire one or more of several South African hard rock diamond mines projects
the Company currently has under option. The financial effects of this transaction have not been
brought to account at 30 June 2004.

No other matter or circumstance has arisen since 30 June 2004 that has significantly affected, or may
significantly affect:

(a) the Consolidated Entity's operations in future financial years;

(b) the results of those operations in future financial years; or

(c) the Consolidated Entity's state of affairs in future financial years.

239



29 Reconciliation with International Financial Reporting Standards
Consolidated

2004
$000's

Net loss attributable to members of Dwyka Diamonds Limited under Australian GAAP (1,527)
(Increase)/decrease in respect of:
Write down of fair value uplift (892)
Reversal of deferred tax liability 892±±±±±±±
Net loss attributable to members of Dwyka Diamonds Limited under IFRS (1,527)

±±±±±±±±±±±±±±

The Consolidated Entity's financial statements have been prepared in accordance with generally
accepted accounting principles in Australia (ªAustralian GAAPº), which differ in certain respects
from IFRS. Refer to note 1(v) for a summary of the material differences between Australian GAAP
and IFRS. The material differences relate primarily to the above items. These adjustments have no
effect on equity.
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FINANCIAL STATEMENTS FOR THE YEARS ENDED 30 JUNE 2005 AND 30 JUNE 2006

DWYKA DIAMONDS LIMITED

INCOME STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Parent entity
Notes 2006 2005 2006 2005

$000 $000 $000 $000

Revenue 5 7,402 5,164 ± ±
Cost of sales 6 (5,093) (3,922) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Gross profit 2,309 1,242 ± ±
Other revenue 5 1,068 628 906 1,274
Administration 6 (4,988) (5,218) (2,825) (2,901)
Impairment of assets 6 (3) (212) (4,400) (2,276)
Impairment of exploration, evaluation
and mining properties (2,130) (580) ± (552)
Finance costs (38) (8) (7) ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net Loss before income tax expense (3,782) (4,148) (6,326) (4,455)
Income tax benefit 7 168 ± 28 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net Loss after income tax expense (3,614) (4,148) (6,298) (4,455)
Net profit attributable to minority interest 67 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net Loss attributable to members of
Dwyka Diamonds Limited (3,681) (4,148) (6,298) (4,455)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cents Cents
Basic loss per share 37 (4.4) (5.5)
Diluted loss per share 37 (4.4) (5.5)

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

AS AT 30 JUNE 2006

Consolidated Parent entity
Notes 2006 2005 2006 2005

$000 $000 $000 $000

ASSETS
Current assets
Cash and cash equivalents 8 6,286 9,582 6,051 7,270
Trade and other receivables 9 977 1,003 56 319
Inventories 10 484 542 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total current assets 7,747 11,127 6,107 7,589
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Non-current assets
Receivables 11 4,536 1,804 12,681 6,313
Other financial assets 13 103 76 103 2,546
Property, plant and equipment 14 3,597 1,773 139 147
Exploration, evaluation and mining
properties 15 8,709 1,092 ± ±
Other 16 308 320 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total non-current assets 17,253 5,065 12,923 9,006
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total assets 25,000 16,192 19,030 16,595
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

LIABILITIES
Current liabilities
Trade and other payables 18 1,649 1,101 257 284
Provisions 19 249 425 5 3
Borrowings 20 76 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total current liabilities 1,974 1,526 262 287
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Non-current liabilities
Payables 21 ± ± ± 710
Provisions 22 305 97 ± ±
Borrowings 23 2,611 ± 2,183 ±
Deferred tax liability 24 1,601 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total non-current liabilities 4,517 97 2,183 710
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total liabilities 6,491 1,623 2,445 997
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net assets 18,509 14,569 16,585 15,598
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

EQUITY
Contributed equity 25 56,912 50,726 56,912 50,726
Reserves 26 2,217 913 1,535 519
Accumulated losses 26 (40,669) (37,070) (41,863) (35,647)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Parent entity interest 18,460 14,569 16,584 15,598
Minority interest 27 49 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total equity 18,509 14,569 16,584 15,598
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

The above balance sheets should be read in conjunction with the accompanying notes.
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STATEMENTS OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Parent entity
Notes 2006 2005 2006 2005

$000 $000 $000 $000

Total equity at the beginning of
the financial year 14,569 7,603 15,598 9,333
Adjustment on adoption of
AASB 132 and AASB 139,
net of tax, to:

Retained profits 26 82 ± 82 ±
Reserves 26 (82) ± (82) ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Restated total equity at beginning
of financial year 14,569 7,603 15,598 9,333

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Exchange differences on translation
of foreign operations 26 288 394 ± ±
Changes in fair value of available-for
sale financial assets, net of tax 26 41 ± 41 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net income recognised directly in equity 329 394 41 ±
Loss for the year (3,614) (4,148) (6,298) (4,455)
Adjustment for prior year losses
recouped on minority interest (18) ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total recognised income and expense
for the year (3,303) (3,754) (6,257) (4,455)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Transactions with equity holders in
their capacity as equity holders
Contributions of equity, net of
transaction costs 25 5,967 10,374 5,967 10,374
Share based compensation 26 428 346 428 346
Value of conversion rights of 8%
convertible notes, net of tax 25 219 ± 219 ±
Deferred share consideration on
purchase of business unit 26 629 ± 629 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

7,243 10,720 7,243 10,720
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total equity at end of the financial year 18,509 14,569 16,584 15,598
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Total recognised income and expense for
the year is attributable to:
Members of Dwyka Diamonds Limited (3,369) (3,754) (6,274) (4,455)
Minority interest 27 49 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

(3,320) (3,754) (6,274) (4,455)
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

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

FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Parent entity
Notes 2006 2005 2006 2005

$000 $000 $000 $000

Cash flow from operating activities
Receipts from customers (inclusive
of goods and services tax) 7,253 5,084 202 132
Payments to suppliers and employees
(inclusive of goods and services tax) (8,680) (7,682) (2,562) (2,720)
Interest received 373 576 276 491
Other income received 396 52 ± ±
Interest paid (7) ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow used in operating activities 36 (665) (1,970) (2,084) (2,097)
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cash flow from investing activities
Payments for exploration, evaluation
and mining properties (3,405) (1,672) ± (552)
Payments for purchase of unrelated
investments (375) ± (375) ±
Payments for property, plant and
equipment (1,471) (1,083) (41) (113)
Proceeds from sale of property,
plant and equipment 223 ± ± ±
Loans to controlled entities ± ± (5,086) (4,889)
Loans to other parties (3,220) (2,253) ± (251)
Loans to other parties repaid 250 61 250 61
Payment for acquisition of business unit,
net of cash acquired (1,021) ± ± ±
Proceeds from the sale of unrelated
investments 372 ± 372
±Rehabilitation security bond (8) (175) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow used in investing activities (8,655) (5,122) (4,880) (5,744)
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cash flow from financing activities
Proceeds from issue of shares 3,204 10,856 3,204 10,856
Payments for equity issue costs (107) (543) (107) (543)
Proceeds from borrowings 2,489 ± 2,489 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net cash flow from financing activities 5,586 10,313 5,586 10,313
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net increase/(decrease) in cash held (3,734) 3,221 (1,378) 2,472
Cash at the beginning of the financial year 9,582 6,632 7,270 4,798
Effects of exchange rate changes on cash 438 (271) 159 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Cash and cash equivalents held at the end
of the financial year 8 6,286 9,582 6,051 7,270

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Non-cash financing and investing activities 36

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

FOR THE YEAR ENDED 30 JUNE 2006

1 Summary of significant accounting policies
The principal accounting policies adopted in the preparation of the financial report are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated. The
financial report includes separate financial statements for Dwyka Diamonds Limited as an individual
entity and the consolidated entity consisting of Dwyka Diamonds Limited and its subsidiaries.

(a) Basis of preparation of financial report
This general purpose financial report has been prepared in accordance with Australian
equivalents to International Financial Reporting Standards (AIFRSs), other authoritative
pronouncements of the Australian Accounting Standards Board, Urgent Issues Group
Interpretations and the Corporations Act 2001.

Compliance with IFRSs
Australian Accounting Standards include AIFRSs. Compliance with AIFRSs ensures that the
consolidated financial statements and notes of Dwyka Diamonds Limited comply with
International Financial Reporting Standards (IFRSs). The parent entity financial statements and
notes also comply with IFRSs except that it has elected to apply the relief provided to parent
entities in respect of certain disclosure requirements contained in AASB 132 Financial
Instruments: Presentation and Disclosure.

Application of AASB 1 First-time Adoption of Australian Equivalents to International Financial
Reporting Standards
These financial statements are the first Dwyka Diamonds Limited financial statements to be
prepared in accordance with AIFRSs. AASB 1 First-time Adoption of Australian Equivalents to
International Financial Reporting Standards has been applied in preparing these financial
statements.

Financial statements of Dwyka Diamonds Limited until 30 June 2005 had been prepared in
accordance with previous Australian Generally Accepted Accounting Principles (AGAAP).
AGAAP differs in certain respects from AIFRS. When preparing Dwyka Diamonds Limited 2006
financial statements, management has amended certain accounting, valuation and consolidation
methods applied in the AGAAP financial statements to comply with AIFRS. With the exception
of financial instruments, the comparative figures in respect of 2005 were restated to reflect these
adjustments. The Group has taken the exemption available under AASB 1 to only apply AASB
132 and AASB 139 from 1 July 2005. Reconciliations and descriptions of the effect of transition
from previous AGAAP to AIFRSs on the Group's equity and its net income are given in note 39.

Historical cost convention
These financial statements have been prepared under the historical cost convention, as modified
by the revaluation of available-for-sale financial assets.

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

(i) Subsidiaries
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries
of Dwyka Diamonds Limited (ªcompany'' or ªparent entity'') as at 30 June 2006 and the
results of all subsidiaries for the year then ended. Dwyka Diamonds 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.

Investments in subsidiaries are accounted for at cost in the individual financial statements of
the company.

(ii) 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 in the parent entity financial
statements using the cost method and in the consolidated financial statements 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 are recognised in the parent
entity's income statement, while in the consolidated financial statements they 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.

(c) 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
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environment and is subject to risks and returns that are different from those of segments operating
in other economic environments.

(d) Foreign currency translation

(i) 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 financial statements are presented in Australian
dollars, which is Dwyka Diamonds Limited's functional and presentation currency.

(ii) 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.

(iii) 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:

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

l 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

l 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.

(e) 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.

(f) 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
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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.

The Australian tax consolidation regime does not apply to the company because there are no
Australian incorporated subsidiaries.

(g) 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.

(h) Leases
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.
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(i) 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).

(j) 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.

(k) 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.

(l) 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.
Net realisable value is the estimated selling price in the ordinary course of business, less the cost
of completion and selling expenses.

(m) Investments and other financial assets

From 1 July 2004 to 30 June 2005
The Group has taken the exemption available under AASB 1 to apply AASB 132 and AASB 139
only from 1 July 2005. The Group has applied previous AGAAP to the comparative information
on financial instruments within the scope of AASB 132 and AASB 139. Under previous AGAAP,
interests in listed and unlisted securities, other than controlled entities and associates in the
consolidated financial statements, were brought to account at cost and dividend income is
recognised in the statement of financial performance when receivable.

Adjustments on transition date: 1 July 2005
The nature of the main adjustments to make this information comply with AASB 132 and
AASB 139 are that, with the exception of loans and receivables which are measured at amortised
cost (refer below), fair value is the measurement basis. Changes in fair value are either taken to
the income statement or an equity reserve (refer below). At the date of transition (1 July 2005)
changes to carrying amounts are taken to retained earnings or reserves.

From 1 July 2005
The Group classifies its investments in the following categories: loans and receivables and
available-for-sale financial assets. The classification depends on the purpose for which the
investments were acquired. Management determines the classification of its investments at initial
recognition and re-evaluates this designation at each reporting date.
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(i) Loans and receivables
Loans and receivables are non derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Group provides
money, goods or services directly to a debtor with no intention of selling the receivable. They
are included in current assets, except for those with maturities greater than 12 months after
the balance sheet date which are classified as non-current assets. Loans and receivables are
included in receivables in the balance sheet.

(ii) Available-for-sale financial assets
Available-for-sale financial assets, comprising principally marketable equity securities, are
non-derivatives that are either designated in this category or not classified in any of the other
categories. They are included in non-current assets unless management intends to dispose of
the investment within 12 months of the balance sheet date.

Purchases and sales of investments are recognised on trade-date ± the date on which the
Group commits to purchase or sell the asset. Investments are initially recognised at fair value
plus transaction costs for all financial assets not carried at fair value through profit or loss.
Financial assets are derecognised when the rights to receive cash flows from the financial
assets have expired or have been transferred and the Group has transferred substantially all
the risks and rewards of ownership.

Available-or-sale financial assets are subsequently carried at fair value. Loans and receivables are
carried at amortised cost using the effective interest method. Unrealised gains and losses arising
from changes in the fair value of non monetary securities classified as available-for-sale are
recognised in equity in the available-for-sale investments revaluation reserve. When securities
classified as available-for-sale are sold or impaired, the accumulated fair value adjustments are
included in the income statement as gains and losses from investment securities.

The fair values of quoted investments are based on current bid prices. If the market for a
financial asset is not active (and for unlisted securities), the Group establishes fair value by
using valuation techniques. These include reference to the fair values of recent arm's length
transactions, involving the same instruments or other instruments that are substantially the
same, discounted cash flow analysis, and option pricing models refined to reflect the issuer's
specific circumstances.

The Group assesses at each balance date whether there is objective evidence that a financial
asset or group of financial assets is impaired. In the case of equity securities classified as
available for sale, a significant or prolonged decline in the fair value of a security below its
cost is considered in determining whether the security is impaired. If any such evidence exists
for available-for-sale financial assets, the cumulative loss ± measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognised in profit and loss ± is removed from equity and recognised in the income
statement. Impairment losses recognised in the income statement on equity instruments
classified as available-for-sale are not reversed through the income statement.

(n) Fair value estimation
The fair value of financial assets and financial liabilities must be estimated for recognition and
measurement or for disclosure purposes.

The fair value of financial instruments traded in active markets (such as available-or-sale
securities) is based on quoted market prices at the balance sheet date. The quoted market price
used for financial assets held by the Group is the current bid price; the appropriate quoted market
price for financial liabilities is the current ask price.

The nominal value less estimated credit adjustments of trade receivables and payables are
assumed to approximate their fair values. The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future contractual cash flows at the current market
interest rate that is available to the Group for similar financial instruments.
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(o) 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 carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Group and the cost of the item can be measured reliably. All other repairs and maintenance
are charged to the income statement during the financial period in which they are incurred.

Land is shown at cost and is not depreciated. Depreciation on other assets is calculated using the
straight line method to allocate their cost or revalued amounts, 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.

(p) 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 ªarea
of interestº 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;

(ii) 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:

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

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

(iii) The carrying values of exploration and evaluation costs are reviewed by directors where
results of exploration and/or evaluation of an area ofinterest 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 profit and loss account 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
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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

(q) 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 are thereby 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.

(r) 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.

(s) 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.

The fair value of the liability portion of a convertible bond is determined using a market interest
rate for an equivalent non-convertible bond. This amount is recorded as a liability on an
amortised cost basis until extinguished on conversion or maturity of the bonds. The remainder of
the proceeds is allocated to the conversion option.This is recognised and included in
shareholders' equity, net of income tax effects.

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.

(t) 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.

(u) Provisions

Leave entitlements
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 Consolidated entity has obligations for site restoration related to its mining properties. The
Consolidated entity 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 utilized in the coming 12 months on areas with
lives of less than one year are accounted for in the income statement of the consolidated entity.
Provisions not expected to be utilized in the coming 12 months are added to the capital cost of the
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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.

(v) Employee benefits

(i) Wages and salaries, annual leave and sick leave
Liabilities for wages and salaries, including non-monetary benefits, annual leave and
accumulating sick leave expected to be settled within 12 months of the reporting date are
recognised in other payables in respect of employees' services up to the reporting date and
are measured at the amounts expected to be paid when the liabilities are settled. Liabilities
for non-accumulating sick leave are recognised when the leave is taken and measured at the
rates paid or payable.

(ii) Share-based payments
Share-based compensation benefits are provided to employees via the Dwyka Diamonds
Limited Share and Option Plan.

Shares and options granted before 7 November 2002 and/or vested before 1 January 2005.

No expense is recognised in respect of these shares or options. The share capital is recognised
when either, the share purchase loan is repaid or when the options are exercised, and the
proceeds received allocated to share capital.

Shares options granted after 7 November 2002 and vested after 1 January 2005

The fair value of shares and options granted under the Dwyka Diamonds Limited Employee
Share and Option Plans is recognised as an employee benefit expense with a corresponding
increase in equity. The fair value is measured at grant date and recognised over the period
during which the employees become unconditionally entitled to the shares and/or options.

The fair value at grant date is independently determined using a Black-Scholes option
pricing model that takes into account the issue/exercise price, the term of the option, the
vesting and performance criteria, the impact of dilution, the non-tradeable nature of the
share/option, the share price at grant date and expected price volatility of the underlying
share, the expected dividend yield and the risk-free interest rate for the term of the option.

The fair value of the shares and/or options granted excludes the impact of any non-market
vesting conditions (for example, profitability and sales growth targets). Non-market vesting
conditions are included in assumptions regarding the employee loan recoverability and about
the number of options that are expected to become exercisable. At each balance sheet date,
the entity revises its estimate of the number of options that are expected to become
exercisable. The employee benefit expense recognised each period takes into account the
most recent estimate.

The value of shares issued to employees financed by way of a non recourse loan under the
employee share scheme is recognised with a corresponding increase in equity when the company
receives funds from either the employees repaying the loan or upon the loan termination. All
shares issued under the plan with non recourse loans are considered to be options.

(w) Contributed equity

Ordinary shares are classified as equity.
Incremental costs directly attributable to the issue of new shares or options are shown in equity
as a deduction, net of tax, from the proceeds. Incremental costs directly attributable to the issue
of new shares or options for the acquisition of a business are not included in the cost of the
acquisition as part of the purchase consideration.
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(x) Earnings per share

(i) Basic earnings per share
Basic earnings per share is calculated by dividing the profit attributable to equity holders of
the company, excluding any costs of servicing equity other than ordinary shares, by the
weighted average number of ordinary shares outstanding during the year.

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings
per share to take into account the after income tax effect of interest and other financing
costs associated with dilutive potential ordinary shares and the weighted average number
of shares assumed to have been issued for no consideration in relation to dilutive
potential ordinary shares.

(y) Financial instrument transaction costs
The Group has taken the exemption available under AASB 1 to apply AASB 132 and AASB
139 from 1 July 2005. The Group has applied previous Australian GAAP (AGAAP) in the
comparative information on financial instruments within the scope of AASB 132 and AASB
139. Under previous AGAAP transaction costs were excluded from the amounts disclosed in
the financial statements. Under AIFRS such costs are included in the carrying amounts. At the
date of transition to AASB 132 and AASB 139 the adjustment to carrying amounts for the
Group was immaterial.

(z) Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of associated GST, unless the
GST incurred is not recoverable from the taxation authority. In this case it is recognised as part
of the cost of acquisition of the asset or as part of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net
amount of GST recoverable from, or payable to, the taxation authority is included with other
receivables or payables in the balance sheet.

Cash flows are presented on a gross basis. The GST components of cash flows arising from
investing or financing activities which are recoverable from, or payable to the taxation authority,
are presented as operating cash flow.

(aa) Rounding of amounts
The company is of a kind referred to in Class order 98/0100, issued by the Australian
Securities and Investments Commission, relating to the `'rounding off '' of amounts in the
financial report. Amounts in the financial report have been rounded off in accordance with
that Class Order to the nearest thousand dollars, or in certain cases, the nearest dollar.

(ab) New Accounting Standards and Interpretations
As at 30 June 2006, a number of accounting standards have been issued or amended with
applicable commencement dates subsequent to the year end. The company has not elected to
early adopt these accounting standards. The expected impact of these accounting standards
should not materially alter the accounting policies of the company at the date of the report.
The company is currently assessing the impact of the adoption of the above, which will be
effective from the 1 July 2006. The new standards are

(i) UIG 4 Determining whether an Asset Contains a Lease

UIG 4 is applicable to annual periods beginning on or after 1 January 2006. It will apply
UIG 4 in its 2007 financial statements and the UIG 4 transition provisions. The Group
will therefore apply UIG 4 on the basis of facts and circumstances that existed as of
1 July 2006.
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(ii) AASB 7 Financial Instruments: Disclosures and AASB 2005-10 Amendments to
Australian Accounting Standards [AASB 132, AASB 101, AASB 114, AASB 117, AASB
133, AASB 139, AASB 1, AASB 4, AASB 1023 & AASB 1038] 

AASB 7 and AASB 2005-10 are applicable to annual reporting periods beginning on or
after 1 January 2007. Application of the standards will not affect any of the amounts
recognised in the financial statements, but will impact the type of information disclosed
in relation to the Group's financial instruments.

(iii) AASB 2006-1 Amendments to Australian Accounting Standards [AASB 121]

AASB 2006-1 is applicable to annual reporting periods ending on or after 31 December
2006. The amendment relates to monetary items that form part of a reporting entity's
net investment in a foreign operation. It removes the requirement that such monetary
items had to be denominated either in the functional currency of the reporting entity or
the foreign operation.

2 Financial risk management and financial instruments 
The Group's activities expose it predominantly to 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. The Board provides written principles
for overall risk management, as well as written policies covering specific areas, such as mitigating
foreign exchange, interest rate and credit risks.

(a) Credit risk exposures
The credit risk on financial assets of the Group which have been recognised on the balance
sheet, other than investments in shares, 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.

(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, British pounds 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. Current interest bearing deposits have been
secured on a fixed interest rate bases.

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.
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(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 related 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 Australia 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.

(ii) 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

(iii) Rehabilitation obligations
The Consolidated entity 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.

(iv) Recoverable amounts of investments and receivables
The parent entity has funded its controlled entities operations via the provision of loan
funds. The recoverable amount of these loans is subject to the performance of those
subsidiaries being able to generate sufficient profits and reserves to repay these advances.

4 Segment information
During the year the Group operated primarily in two geographical segments being South Africa, where
its main operations are diamond mining exploration and production, and in India, where additional
diamond exploration activities are located. The parent entity is based in Australia which is effectively
the corporate office of the Group.

Although the consolidated entity operates in different areas of the globe it has the following
2 divisions organised by industry 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.
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Inter-segment 
eliminations/

Australia South Africa India unallocated Consolidated
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Revenue
External sales ± ± 7,402 5,164 ± ± ± 7,402 5,164

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Total sales revenue ± ± 7,402 5,164 ± ± 7,402 5,164
Other revenue 160 ± 535 52 ± ± ± 695 52
Inter-segment revenue 470 783 ± ± ± ± (470) (783) ± ±

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Total segment revenue 630 783 7,937 5,216 ± ± (470) (783) 8,097 5,216

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Unallocated revenue 373 576 373 576

±±±±±± ±±±±±±
Total revenue 8,470 5,792

±±±±±± ±±±±±±±±±±±± ±±±±±±

Result
Segment result (6,575) (4,600) (7,816) (1,749) (2,147) (21) 12,383 3,254 (4,155) (3,116)

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Unallocated revenue net 
of unallocated expenses 373 (1,032)

±±±±±± ±±±±±±
Loss before tax (3,782) (4,148)
Income tax benefit 168 ±

±±±±±± ±±±±±±
Loss after tax (3,614) (4,148)

±±±±±± ±±±±±±±±±±±± ±±±±±±
Assets
Segment assets 17,562 16,595 19,349 8,132 96 958 (12,007) (9,493) 25,000 16,192

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Unallocated assets ± ±

±±±±±± ±±±±±±
Total assets 25,000 16,192

±±±±±± ±±±±±±±±±±±± ±±±±±±
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Inter-segment 
eliminations/

Australia South Africa India unallocated Consolidated
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

$000's $000's $000's $000's $000's $000's $000's $000's $000's $000's

Liabilities
Segment liabilities 262 996 22,588 8,249 3,220 1,939 (21,622) (9,521) 4,448 1,663

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Unallocated liabilities 2,183 ±

±±±±±± ±±±±±±
Total liabilities 6,631 1,663

±±±±±± ±±±±±±±±±±±± ±±±±±±
Acquisition of property 
plant and equipment and 
other non-current segment 
assets 41 113 8,571 970 ± ± ± ± 8,612 1,083

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Loan to associate ± ± 4,536 1,317 ± ± ± ± 4,536 1,317

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Other non-cash expenses ± ± ± 536 ± ± 428 346 428 882

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Depreciation and 
amortisation expense 48 55 439 448 ± ± ± ± 487 473

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±
Impairment of assets
± related party loans 5,867 1,380 7,137 ± ± ± (13,004) (1,380) ± ±
± investments in 

subsidiaries ± 883 ± ± ± ± ± (883) ± ±
± other investments ± 13 ± ± ± ± ± ± ± 13
± Non- current receivables ± ± 3 199 ± ± ± ± 3 199
± exploration and 

evaluation
and mining properties ± 552 ± 28 2,130 ± ± ± 2,130 580

±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±± ±±±±±±

Secondary reporting format ± Business segments
Acquisition of property 

Segment revenues plant and equipment 
from sales to and other non-current 

external customers Segment assets segment assets
2006 2005 2006 2005 2006 2005

$ $ $ $ $ $
Mining 2,189 674 11,894 1,309 10,357 3,612
Industrial 5,213 4,490 1,845 2,946 125 173

±±±±±± ±±±±±± ±±±±±±± ±±±±±±± ±±±±±± ±±±±±±
7,402 5,164 13,739 4,255 10,482 3,785

±±±±±± ±±±±±± ±±±±±±± ±±±±±±± ±±±±±± ±±±±±±
Unallocated assets 11,261 11,937

±±±±±±± ±±±±±±±
Total assets 25,000 16,192

±±±±±±± ±±±±±±±
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5 Revenue 
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

Revenue
Sale of goods 7,402 5,164 ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Other revenue
Interest received 373 576 276 491
Foreign exchange gains 160 ± 160 ±
Management fees ± ± 470 783
Other income 535 52 ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

1,068 628 906 1,274
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

8,470 5,792 906 1,274
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

6 Expenses
Loss before income tax expense includes 
the following specific expenses:
Cost of sales includes the following expenses:
Depreciation of plant and equipment 408 383 ± ±
Rehabilitation expenses 130 297 ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Other charges against assets:
Impairment of assets 3 199 ± ±
Impairment of investments ± 13 ± 13
Impairment of related company loans ± ± 4,400 883
Impairment of exploration expenditure 
and mineral properties 2,130 580 ± 552

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Administration includes the following:
Bad and doubtful debts expense 105 53 ± ±
Consulting expenses 982 1,049 754 865
Depreciation of buildings, plant and equipment 79 60 48 55
Directors fees 195 65 195 65
Employee benefits expense 1,931 1,016 192 85
Legal fees 68 45 35 42
Loss on sale of property, plant and equipment 6 ± ± ±
Rental expenses related to operating leases 113 11 58 11
Share based compensation 428 346 428 346
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7 Income tax
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

Income statement
Current income tax
Current income tax charge ± ± ± ±

Deferred income tax
Increase in deferred tax asset (Note 17) (171) ± (31) ±
Increase in deferred tax liability (Note 24) 3 ± 3 ±

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Income tax (benefit) / expense reported in
income statement (168) ± (28) ±

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Unrecognised Deferred Tax Balances
Unrecognised deferred tax assets ± Losses 1,995 2,302 252 501
Unrecognised deferred tax assets ± Capital Losses 431 425 431 425
Unrecognised deferred tax assets 
± Temporary differences ± ± 4,945 7,281

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Net unrecognised deferred tax assets 2,426 2,727 5,628 8,207
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Reconciliation to income tax expense
on accounting loss
Loss from ordinary activities before
income tax expense (3,614) (4,149) (6,298) (4,455)

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Income tax benefit @ 30% (1,084) (1,245) (1,889) (1,337)
Tax effect on amounts which are not deductible
Share-based payments 128 104 128 104
Foreign expenditure 483 491 1,046 491
Non-deductible provisions ± 59 754 683
Sundry items (17) 215 (22) (14)

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

(490) (376) 17 (73)
Prior year revenue losses recouped not
previously recognised (17) ± (17) ±
Benefit of tax losses not brought to account 507 376 ± 73

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Income tax expense ± ± ± ±
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

The Australian tax consolidation regime does not apply for the company.
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8 Current assets ± Cash and cash equivalents
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

Cash at bank and on hand 9 4,085 6 1,773
Deposits at call 3,740 5,472 3,508 5,472
Term deposits 2,537 25 2,537 25

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

6,286 9,582 6,051 7,270
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Interest earned from cash accounts and deposits ranged from 0 per cent. to 5.60 per cent. (2005: 0 per cent.
± 5.65 per cent.). The term deposits have an average maturity of 30 days.

9 Current assets ± Trade and other receivables
Trade debtors 928 714 ± ±
Less provision for doubtful receivables (130) (39) ± ±

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

798 675 ± ±
GST/VAT refund 94 51 54 51
Loans to other parties 71 251 2 251
Other debtors 14 26 ± 17

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

977 1,003 56 319
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Trade debtors are denominated and receivable in South 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 and at call. GST/VAT refunds are non-
interest bearing.

The Group has recognised a loss of $104,905 (2005: $52,747) in respect of bad and doubtful trade
receivables during the year ended 30 June 2006. The loss has been included in `administration expenses'
in the income statement.

10 Current assets ± Inventories
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

At cost:
Raw materials 130 93 ± ±
Finished goods 117 114 ± ±
Rough diamonds 237 335 ± ±

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

484 542 ± ±
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Inventories recognised in cost of sales amounted to $2,784,000 (2005: $1,592,000).
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11 Non-current assets ± Receivables 
Non-current
Loan to other parties ± 671 ± ±
Less: impairment charge ± (184) ± ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

± 487 ± ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Loan to associate 4,536 1,317
Loans to related parties (refer note 30) ± ± 24,596 8,636
Less impairment of loans to related parties ± ± (11,915) (2,323)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

4,536 1,317 12,681 6,313
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

4,536 1,804 12,681 6,313
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

The loan to an associate company ± Superkolong Pty Ltd ±consists of a South African Rand (ZAR)
denominated loan. The loan funds have been advanced for construction of a diamond tailings
re±treatment plant which was at the early commissioning stage as at June 2006. The loan to this
associate is carried at the net recoverable amount and attracts a variable interest rate of South African
prime plus 1 per cent. The loan is repayable from operating surpluses on a quarterly basis over 4.5 years
from the end of the associates first financial year of operations.

Loans to related parties are carried at their net recoverable amount and are non-interest bearing.

12 Non-current assets ± Investments accounted for using the equity method
Shares in associate ± ± ± ±

Investments in associates are accounted for in the consolidated financial statements using the equity
method of accounting and are carried at cost by the parent entity.

The Group has a 40 per cent. interest in Superkolong which had no operating activities during the year
under review.

262



13 Non-current assets ± Other financial assets
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

Investments traded on organised markets
Opening balance ± 89 ± 89
Additions ± ± ± ±
Disposals ± ± ± ±
Revaluation charged to equity ± (13) ± (13)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

± 76 ± 76
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Available-for-sale financial assets
Opening balance 76 ± 76 ±
Additions 375 ± 375 ±
Disposals (372) ± (372) ±
Revaluation charged to equity 24 ± 24 ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

103 ± 103 ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Other (non traded investments)
Shares in other corporations at cost
± controlled entities ± ± 4,581 24,251
± less impairment of investment in controlled entities ± ± (4,581) (21,781)
± associates ± ± ± ±
± other entities 21 21 21 21
± less impairment of investment in other entities (21) (21) (21) (21)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

± ± ± 2,470
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

103 76 103 2,546
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

(a) Non-traded shares in other corporations
Non-traded shares in other corporations have been written down to their assessed recoverable
amount, being the present value of net cash inflows from expected future dividends and
subsequent disposal of the shares

(b) Transition to AASB 132 and AASB 139
The Group has taken the exemption available under AASB 1 First-time Adoption of Australian
Equivalents to International Financial Reporting Standards to apply AASB 132 Financial
Instruments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and
Measurementfrom 1 July 2005. For further information refer to section 5 of note 38.
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14 Non-current assets ± Property, plant and equipment

Consolidated
Freehold

land & Plant & Leased
buildings equipment assets Total

$000 $000 $000

At 1 July 2004
Cost or fair value 107 3,878 ± 3,985
Accumulated depreciation (12) (2,602) ± (2,614)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount 95 1,276 ± 1,371
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Year ended 30 June 2005
Opening net book amount 95 1,276 ± 1,371
Additions 105 866 ± 971
Depreciation charge (5) (468) ± (473)
Exchange differences (7) (89) ± (96)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing net book 188 1,585 ± 1,773
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

At 30 June 2005
Cost or fair value 205 4,656 ± 4,861
Accumulated depreciation (17) (3,071) ± (3,088)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount 188 1,585 ± 1,773
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Year ended 30 June 2006
Opening net book amount 188 1,585 ± 1,773
Additions 5 1,001 465 1,471
Acquisition of subsidiaries ± 818 ± 818
Disposals ± (229) ± (229)
Exchange differences (6) 257 ± 251
Depreciation charge (12) (475) ± (487)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing net book 175 2,957 465 3,597
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

At 30 June 2006
Cost or fair value 200 5,547 465 6,212
Accumulated depreciation (25) (2,590) ± (2,615)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount 175 2,957 465 3,597
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±
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Parent
Freehold

land & Plant & Leased
buildings equipment assets Total

$000 $000 $000

At 1 July 2004
Cost or fair value ± 183 ± 183
Accumulated depreciation ± (94) ± (94)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount ± 89 ± 89
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Year ended 30 June 2005
Opening net book amount ± 89 ± 89
Additions ± 113 ± 113
Depreciation charge ± (55) ± (55)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing net book ± 147 ± 147
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

At 30 June 2005
Cost or fair value ± 296 ± 296
Accumulated depreciation ± (149) ± (149)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount ± 147 ± 147
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Year ended 30 June 2006
Opening net book amount ± 147 ± 147
Additions ± 40 ± 40
Disposals ± ± ± ±
Depreciation charge ± (48) ± (48)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing net book ± 139 ± 139
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

At 30 June 2006
Cost or fair value ± 262 ± 262
Accumulated depreciation ± (123) ± (123)

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Net book amount ± 139 ± 139
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±
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15 Non-current assets ± Exploration, evaluation and mining properties
Consolidated Parent entity
2006 2005 2006 2005
$000 $000 $000 $000

Exploration and evaluation costs 14,688 8,797 ± ±
Impairment charges (9,835) (7,705) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

4,853 1,092 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Mining properties 14,442 10,586 ± ±
Impairment charges (10,337) (10,337) ± ±
Accumulated amortisation (249) (249) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

3,856 ± ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

8,709 1,092 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Reconciliations of the carrying amount of exploration, evaluation and mining properties at the
beginning and end of the current and previous financial year:

Exploration and evaluation costs
Opening balance 1,092 ± ± ±
Exploration and evaluation costs incurred
during the year 1,933 1,092 ± ±
Expenditure written off (2,130) ± ± ±
Exploration property acquired during the year 4,629 ± ± ±
Exchange translations (671) ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 4,853 1,092 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Mining properties
Opening balance ± ± ± ±
Project generation costs incurred during the year ± 580 ± 552
Mine property acquired during the year 2,370 ± ± ±
Mine development incurred after acquisition 1,774 ± ± ±
Expenditure written off ± (580) ± (552)
Exchange translations (288) ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 3,856 ± ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

During the year the costs associated with exploration in India were fully written off given the
uncertainty over the company's future direction in regards to exploration in India.

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

± continuance of the company's rights to tenure of the areas of interest;

± results of future exploration; and

± recoupment of costs through successful development and commercial exploitation, or
alternatively by sale of the respective areas.
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16 Non-current assets ± Other
Consolidated Parent entity
2006 2005 2006 2005
$000 $000 $000 $000

Term deposit 308 320 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Goodwill on consolidation 199 199 ± ±
Impairment charge (199) (199) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

± ± ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

308 320 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

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.

17 Deferred tax asset
The balance comprises temporary differences attributable to:

Amounts recognised in profit and loss:
Accruals 21 ± 13 ±
Receivables from related companies 150 ± 18 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

171 ± 31 ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Amounts recognised directly in equity:
Available-for-sale financial assets 17 ± 17 ±
Equity issue costs 49 ± 49 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

66 ± 66 ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

237 ± 97 ±
Set-off against deferred tax liabilities (237) ± (97) ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

± ± ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Movements
Opening balance 1 July 2005 ± ± ± ±
Credited to income statement 171 ± 31 ±
Credited to equity 66 66

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 237 ± 97 ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Deferred tax assets to be settled within 12 months 95 ± 12 ±
Deferred tax assets to be settled after 12 months 142 ± 84 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

237 ± 97 ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

18 Current liabilities ± Trade and other payables
Trade payables 1,561 1,000 169 219
Other payables 88 101 88 65

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

1,649 1,101 257 284
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

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. Of the consolidated payables $1,363,974 (2005:
$781,618) is denominated and repayable in South African Rand.
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19 Current liabilities ± Provisions
Rehabilitation costs ± opening balance 397 351 ± ±
± utilised during year (289) (251) ± ±
± Exchange differences (18) ± ± ±
± provision for year 130 297 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Balance at end of year 220 397 ± ±
Leave entitlements 29 28 5 3

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

249 425 5 3
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

20 Current liabilities ± Borrowings
Secured
Lease liabilities 76 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Refer to note 23 for details of the security arrangements

21 Non-current liabilities ± Trade and other payables
Loan from controlled entity ± ± ± 710

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

22 Non-current liabilities ± Provisions
Rehabilitation costs ± opening balance 97 105 ± ±
± provision acquired on purchase of

subsidiaries during year 216 ± ± ±
± Finance costs 25 8
± Exchange differences (33) (16) ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Balance at end of year 305 97 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

23 Non-current liabilities ± Borrowings
Consolidated Parent entity
2006 2005 2006 2005
$000 $000 $000 $000

Secured
Lease liabilities 428 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Unsecured
Convertible notes 2,183 ± 2,183 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

2,611 ± 2,183 ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

The lease liabilities are South African Rand denominated and bear interest at 9.5 per cent. per annum.
They are secured by moveable assets with a book value of $465,000 as at 30 June 2006. The agreements
are repayable in fixed monthly instalments until June 2011.
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The parent entity issued 1,000 8 per cent. convertible notes for GBP1 million on 22 June 2006. The
notes are convertible into ordinary shares of the parent entity, at the option of the holder, or repayable
on 23 June 2010. The number of ordinary shares to be issued for each convertible note will be based
on a conversion price of GBP0.36. The convertible notes are presented in the statement of financial
position as follows:

Face value of notes issued 2,489 ± 2,489 ±
Other equity securities
± value of conversion rights (313) ± (313) ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

2,176 2,176
Interest expense * 7 ± 7 ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Non-current liability 2,183 ± 2,183 ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

* Interest expense is calculated by applying the effective interest rate of 12 per cent. to the liability component.

24 Deferred tax liabilities
The balance comprises temporary differences attributable to:

Amounts recognised in profit and loss:
Cash assets 3 ± 3 ±
Exploration, evaluation and mining properties 1,741 ± ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

1,744 ± 3 ±
Amounts recognised directly in equity:
Convertible note 94 ± 94 ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

1,838 ± 97 ±
Set-off against deferred tax assets (237) ± (97) ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

1,601 ± ± ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Movements
Opening balance 1 July 2005 ± ± ± ±
Credited in income statement 3 ± 3 ±
Charged to equity 94 ± 94 ±
Acquisition of subsidiaries 1,984 ± ± ±
Exchange differences (243) ± ± ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Closing balance 1,838 ± 97 ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

Deferred tax liabilities to be settled 
within 12 months 3 ± 3 ±
Deferred tax liabilities to be settled 
after 12 months 1,385 ± 94 ±

±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±

1,838 ± 97 ±
±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±± ±±±±±±±±±±
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25 Contributed equity

(a) Share capital
Consolidated Parent entity
2006 2005 2006 2005
$000 $000 $000 $000

Ordinary shares fully paid 56,912 50,726 56,693 50,726
±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±

(b) Other equity securities
Value of conversion rights ± convertible 
notes, net of tax 313 ±
Deferred tax liability component (94) ±

±±±±±±±±±± ±±±±±±±±±±

Total contributed equity 56,912 50,726
±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±

(c) Movements in ordinary share capital:
Number of

Date Details Notes shares Issue price $000

1 July 2004 Opening Balance 61,057,696 40,352
10 August ± 13 GBP0.26
September 2004 Placement 16,532,500 ($A0.67) 10,856
12 January 2005 Employee share plan 

loan repaid ± proceeds
received 33,333 $0.52 17

9 February 2005 Employee share plan 
loan repaid ± proceeds 
received 83,333 $0.52 44
Less: issue transactions costs ± (543)

±±±±±±±±±±±± ±±±±±±±±±±±±

30 June 2005 Balance 77,706,862 50,726
GBP0.35

1 September 2005 Mine purchase consideration 2,747,802 (A$0.84) 2,308
GBP0.30

4 November 2005 Placement 4,500,000 ($A0.72) 3,187
22 December 2005 Placement in lieu of services 

rendered 749,137 A$0.69 513
8 March 2006 Employee share plan loan 

repaid ± proceeds received 33,333 $A0.52 17
Less: issue transactions costs ± (107)
Deferred tax credit recognised 
directly in equity ± 49

±±±±±±±±±±±± ±±±±±±±±±±±±

30 June 2006 Balance 85,737,134 56,693
±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±
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(d) Movement in Employee Share Plan shares issued with limited recourse employee loans:
1 July 2004 Opening Balance 2,850,000
12 January 2005 Employee share plan loan 

repaid ± shares transferred 
to ordinary share capital (33,333) $A0.52

9 February 2005 Employee share plan loan 
repaid ± shares transferred to 
ordinary share capital (83,333) $A0.52

±±±±±±±±±±±±

30 June 2005 Balance 2,733,334
21 December 2005 Employee Share Plan issue 750,000 $0.87
21 December 2005 Employee Share Plan issue 3,350,000 $1.00
8 March 2006 Employee share plan loan 

repaid ± shares transferred to
ordinary share capital (33,333) $0.52

6 April 2006 Employee Share Plan issue 200,000 $1.00
±±±±±±±±±±±±

30 June 2006 Balance 7,000,001
±±±±±±±±±±±±±±±±±±±±±±±±

The weighted average issue price of issued employee share plans shares is $0.77. Refer to note 38 for
details of the employee share plan.

(e) Share options
Number of options

2006 2005

To acquire ordinary fully paid shares in
Dwyka Diamonds Limited:
± at $1.47 per share on or before 30 June 2006 ± 2,000,000
Employee option plan options (refer note 38)
± at $0.52 per share on or before 30 June 2007 1,100,000 1,100,000
± at $0.87 per share on or before 30 June 2009 250,000 ±
± at $1.00 per share on or before 30 June 2009 1,250,000 ±

±±±±±±±±±±±± ±±±±±±±±±±±±
2,600,000 3,100,000

±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

(f) Movements in share options
Number of options

2006 2005

To acquire ordinary fully paid shares at $1.47 
on or before 30 June 2006:
Beginning of the financial year 2,000,000 2,000,000
Options expired (2,000,000) ±

±±±±±±±±±±±± ±±±±±±±±±±±±

Balance at end of financial year ± 2,000,000
±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

Refer to note 38 for movements in the employee option plan including details of options issued,
exercised, and lapsed during the year and options outstanding at the end of the financial year.

(g) Ordinary shares
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.

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy,
is entitled to one vote, and upon a poll each share is entitled to one vote.

271



(h) Employee share scheme
Information relating to the employee share scheme, including details of shares issued under the
scheme, is set out in note 38.

26 Reserves and accumulated losses

(a) Reserves
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

Available-for-sale investments revaluation reserve
Balance 1 July ± ± ±
Adjustment on adoption of AASB 132 and 
AASB 139 (82) ± (82) ±
Revaluation 24 ± 24 ±
Deferred tax 17 ± 17 ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Balance 30 June (41) ± (41) ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Share-based payments reserve
Balance 1 July 519 173 519 173
Expense for the year 428 346 428 346

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Balance 30 June 947 519 947 519
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Foreign currency translation reserve
Balance 1 July 394 ± ± ±
Currency translation differences 288 394 ± ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Balance 30 June 682 394 ± ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Deferred share issue reserve
Balance 1 July ± ± ± ±
Deferred share issue on business 
unit acquisition 629 ± 629 ±

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Balance 30 June 629 ± 629 ±
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

TOTAL 30 June 2,217 913 1,535 519
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

(b) Accumulated losses

Movements in accumulated losses were as follows:

Balance at beginning of year (37,070) (32,922) (35,647) (31,192)
Adjustment on adoption of AASB 132 and 
AASB 139, net of tax 82 ± 82 ±
Net loss attributable to members of
Dwyka Diamonds Limited (3,681) (4,148) (6,298) (4,455)

±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Balance at end of financial year (40,669) (37,070) (41,863) (35,647)
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

(c) Nature and purpose of reserves

(i) Available-for-sale investments revaluation reserve
Changes in the fair value and exchange differences arising on translation of investments,
such as equities, classified as available-for-sale financial assets, are taken to the available-for-
sale investments revaluation reserve. Amounts are recognised in profit and loss when the
associated assets are sold or impaired.
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(ii) Share-based payments reserve
The share-based payments reserve is used to recognise the fair value of employee share plan
shares issued with an attaching limited recourse employee loan; and employee option plan
options issued but not exercised.

(iii) Foreign currency translation reserve
Exchange differences arising on translation of foreign controlled entities are taken to the
foreign currency translation reserve. The reserve is recognised in profit and loss when the net
investment is disposed of.

(iv) Deferred share issue reserve
During the year the Group acquired a new business unit (refer Note 32). A portion of the
consideration consists of a deferred share issue. Upon the deferred shares being issued the
reserve will be transferred to contributed equity.

27 Minority interest
Consolidated

2006 2005
$000 $000

Outside equity interest comprises:
Reserves 91 91
Accumulated losses (42) (91)

±±±±±±±±± ±±±±±±±±±

49 ±
±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±±

The parent entity bears the responsibility for the minority interest's share of outgoings resulting from
accumulated losses in excess of reserves.

28 Key management personnel disclosures 
(a) Directors

The following persons were directors of Dwyka Diamonds Limited during the financial year:

(i) Chairman
Ms M Sturgess 

(ii) Executive directors
Mr A Griffin, Chief Executive Officer
Mr C J Bredenkamp, Managing director ± South Africa
Mr M Langoulant, Chief Financial Officer

(iii) Non-executive directors
Mr E Nealon 
Dr E Kirby

(b) Other key management personnel
The following persons also had authority and responsibility for planning, directing and
controlling the activities of the Group, directly or indirectly, during the financial year:

Name Position

Mr G Button Commercial Manager

All of the above persons were also key management persons during the year ended 30 June 2005,
except for A Griffin who commenced employment with the Group on 1 December 2005.
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(c) Key management personnel compensation

Consolidated Parent entity
2006 2005 2006 2005

$ $ $ $

Short-term employee benefits 981,127 816,627 796,486 714,552
Post-employment benefits 21,966 6,365 21,966 6,365
Share-based payments 341,860 131,644 318,396 97,500

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

1,344,953 954,636 1,136,848 818,417
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

The company has taken advantage of the relief provided by Corporations Regulation CR2M.604
and has transferred the detailed remuneration disclosures to the directors' report. The relevant
information can be found in sections A-C of the remuneration report on pages 14 to 19.

(d) Equity instruments disclosure relating to key management personnel

(i) Shares and options provided as remuneration and shares issued on exercise of such options
Details of shares and options provided as remuneration, and of shares issued on the exercise
of such options, together with the terms and conditions of the shares and options, can be
found in section D of the remuneration report on pages 14 to 19.

(ii) Option holdings
The numbers of options over ordinary shares in the company held during the financial year
by each director of Dwyka Diamonds Limited and other key management personnel of the
Group, including their personally related parties, are set out below.

2006
Balance Granted Balance Vested and 

at the start during at the end exercisable at the 
Name of the year the year of the year end of the year

Directors of Dwyka Diamonds Limited
M J Sturgess ± ± ± ±
E F G Nealon ± ± ± ±
E Kirby ± ± ± ±
A Griffin ± ± ± ±
C J Bredenkamp 250,000 250,000 500,000 166,667
M J Langoulant ± ± ± ±
Other key management personnel of the Group
G Button ± ± ± ±

2005
Balance Granted Balance Vested and 

at the start during at the end exercisable at the 
Name of the year the year of the year end of the year

Directors of Dwyka Diamonds Limited
M J Sturgess ± ± ± ±
E F G Nealon ± ± ± ±
E Kirby ± ± ± ±
A Griffin ± ± ± ±
C J Bredenkamp 250,000 ± 250,000 83,333
M J Langoulant ± ± ± ±
Other key management personnel of the Group
G Button ± ± ± ±
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(iii) Share holdings
The numbers of shares in the company held during the financial year by each director of
Dwyka Diamonds Limited and other key management personnel of the Group, including
their personally related parties, are set out below.

2006
Balance at the Received during Balance at the

Name start of the year the year end of the year

Directors of Dwyka Diamonds Limited
Ordinary shares
M J Sturgess 1,002,500 1,000,000 2,002,500
E F G Nealon 1,000,000 1,000,000 2,000,000
E Kirby 250,000 750,000 1,000,000
A Griffin ± ± ±
C J Bredenkamp 12,660 ± 12,660
M J Langoulant ± 1,000,000 1,000,000
Other key management personnel
of the Group
Ordinary shares
G Button 350,000 ± 350,000

2005
Balance at the Movement during Balance at the

Name start of the year the year end of the year

Directors of Dwyka Diamonds Limited
Ordinary shares
M J Sturgess 1,002,500 ± 1,002,500
E F G Nealon 1,000,000 ± 1,000,000
E Kirby 250,000 ± 250,000
C J Bredenkamp 12,660 ± 12,660
M J Langoulant ± ± ±
Other key management personnel
of the Group
Ordinary shares
G Button 416,667 (66,667) 350,000

29 Remuneration of auditors
Consolidated Parent entity

2006 2005 2006 2005
$ $ $ $

Remuneration for audit or review of the
financial reports of the parent entity or
any entity in the Group:
Auditor of the parent entity
± Australian firm 85,600 54,800 85,600 54,800
± Related practices of Australian firm 20,975 41,197 ± ±
± Other firms 2,677 4,172 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

109,252 100,169 85,600 54,800
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Remuneration for other services:
Auditor of the parent entity, tax consulting ± 29,919 ± 29,919
± Other; tax consulting ± 671 ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

± 30,590 ± 29,919
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±
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30 Contingencies/Commitments

(a) Contingent liabilities 
The parent entity and Group had no known contingent liabilities as at 30 June 2006.

(b) Contingent assets 
The parent entity and Group had no known contingent assets as at 30 June 2006.

(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 company and de Beers are currently investigating an alternate exploration plan
which would significantly reduce this exploration commitment..

The Group leases various plant and equipment with a carrying amount of $360,000 under finance
leases expiring 5 years. These leases are denominated in South African Rand.

Commitments in relation to finance lease
are payable as follows:
Within one year 130 ± ± ±
Later than one year but no later than 5 years 374 ± ± ±
Later than 5 years ± ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Minimum lease payments 504 ± ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

Represented by
Current (note 20) 76 ± ± ±
Non-current (note 23) 428 ± ± ±

±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

504 ± ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

31 Related party transactions 

(a) Parent entity
The ultimate parent entity in the wholly-owned group and the ultimate Australian parent entity is
Dwyka Diamonds Limited.

(b) Subsidiaries
Interests in subsidiaries are set out in note 33.

(c) Key management personnel
Disclosures relating to key management personnel are set out in note 28.
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(d) Transactions with related parties
The following transactions occurred with related parties:

Parent entity
2006 2005

$ $

Loans advanced to controlled entities
Opening balance 6,312,908 1,478,676
± Management fee charged to controlled entities 470,074 782,711
± cash advances to controlled entities 5,153,767 4,884,548
± parent company shares issued on behalf of a controlled

entity as part consideration to acquire a business unit 2,308,154 ±
± parent company shares to be issued to be on behalf of a

controlled entity as part consideration to acquire a business unit 629,496 ±
± transfer of loans to parent company on members voluntary

liquidation of controlled entity 1,692,902 ±
± parent company shares issued on behalf of a controlled

entity in lieu of services 513,159 ±
± provision for loss on loans to related parties (4,400,953) (833,027)

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 12,679,507 6,312,908
±±±±±±±±±±± ±±±±±±±±±±±

Loans received from controlled entities
Opening balance (709,695) (714,196)
± loan repaid on liquidation of controlled entity 777,320 ±
± cash advances to controlled entities 4,501
± cash advances from controlled entities (67,625) ±

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance ± (709,695)
±±±±±±±±±±± ±±±±±±±±±±±

Loans advanced to associate
Opening balance 1,316,698 ±
± cash advances to associate 3,219,722 1,316,698

±±±±±±±±±±± ±±±±±±±±±±±

Closing balance 4,536,420 1,316,698
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

(e) Outstanding balances
The following balances are outstanding at the reporting date in relation to transactions with
related parties:

Non-current loans advanced by Dwyka to controlled entities 12,679,507 6,312,908
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Non-current loans advanced by Dwyka to associates 4,536,420 1,316,698
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Non-current loans received by Dwyka from controlled entities ± (709,695)
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

32 Business combination 
On 1 September 2005 the parent entity effected the acquisition of 100 per cent. of the issued share
capital of Kophia Diamonds Pty Ltd and Bellsbank Mining Number One Pty Ltd. These entities were
acquired as a single business acquisition transaction.

Together these companies own 3 underground mines in South Africa. The consideration for this
purchase is the issue of 2,747,802 shares and the payment of ZAR5 million to the vendors of the
companies. This acquisition incorporates the provision of future services to the company by the
vendors and includes operational targets for the mines acquired.

277



The acquired business contributed revenues of $1,044,983 and a net profit of $1,987 to the Group for
the period from 1 October 2005 to 30 June 2006. If the acquisition had occurred on 1 July 2005, the
acquired business would have contributed revenues of $1,044,983 and a net loss of $69,377 to the
Group.

Details of the fair value of the assets and liabilities acquired and goodwill are as follows:

AUD
Purchase consideration: $000

Cash paid (ZAR5 million) 1,021
Parent company shares (valued at the market price of
those shares as at the date of acquisition) 2,308
Deferred issue of Parent company shares (valued at the
market price of those shares as at the date of acquisition) 629

±±±±±±±±±±±

Total purchase consideration 3,958
Fair value of net identifiable assets acquired 3,958

±±±±±±±±±±±

Goodwill ±
±±±±±±±±±±±±±±±±±±±±±±

At the date of acquisition it is considered probable that at least a further 749,400 parent company
shares will be issued as additional consideration for the acquisition. This deferred share issue has been
valued at the market price of those shares as at the date of acquisition. Further in the event that certain
pre-determined mine performance hurdles are achieved by the subsidiary, additional consideration in
the form of shares and options may be payable. It is not possible to determine if additional shares
and/or options will be issued. The fair value of assets and liabilities acquired are based on discounted
cash flow models. No acquisition provisions were created. There were no acquisitions in the year ended
30 June 2005.

The assets and liabilities arising from the acquisition are as follows:

Carrying Fair
amount Value

$000 $000

Receivables 211 211
Inventories 345 345
Plant and equipment 818 818
Exploration ± 4,630
Mine property/development 170 2,370
Deferred tax asset 149 ±
Trade payables (45) (45)
Deferred tax liability ± (1,984)
Rehabilitation provision ± (216)
Non-current payables (776) (776)
Non-current loans from vendors (1,395) (1,395)

±±±±±±±±±±± ±±±±±±±±±±±

Net identifiable assets acquired (523) 3,958
±±±±±±±±±±± ±±±±±±±±±±±
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33 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):

Name of entity Country of Class of Equity
incorporation shares holding

2006 2005
% %

Supermix Mining South Africa Ordinary 100 100
Biz Africa 546 South Africa Ordinary 70 70
Basfour 254 South Africa Ordinary 70 70
JJS & L Mining South Africa Ordinary 100 100
Diamantrif Delwery South Africa Ordinary 100 100
Kophia Diamonds South Africa Ordinary 100 ±
Bellsbank Mining Number One South Africa Ordinary 100 ±
Kohinoor Mining International Mauritius Ordinary 100 100
Dwyka Diamonds Holdings Mauritius Ordinary 100 100
Huntingdale Investments Mauritius Ordinary 100 100
Karringyup Holdings Mauritius Ordinary 100 100
Troon Investments Mauritius Ordinary 100 100
Tralee Investments* Mauritius Ordinary 100 N/a
AMIL Mining India India Ordinary 100 100
Diamix (in members voluntary liquidation) United Kingdom Ordinary 100 100
Dwyka Alsami* Tanzania Ordinary 100 N/a
Dwyka Tanzania* Tanzania Ordinary 95 N/a

* Incorporated during the financial year ended 30 June 2006.

34 Investments in associates

(a) Carrying amounts
Information relating to associates is set out below.

Ownership interest Consolidated Parent entity
Name Principal activity 2006 2005 2006 2005 2006 2005

% % $000 $000 $000 $000

Superkolong Diamond
(unlisted) tailings

processing 40 ± ± ± ± ±

The above associate is incorporated in South Africa and had not traded in the year to 30 June
2006. In the year to 30 June 2006 the associate secured a processing agreement with de Beers and
has been constructing a diamond tailings re-treatment plant. This plant was at the early
commissioning stage as at 30 June 2006.

(b) Summarised financial information of associates 
Group's share of

Assets Liabilities Revenues Profits
$000 $000 $000 $000

Superkolong 3,176 3,176 ± ±
±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±± ±±±±±±±±±±±

(c) Share of associates' expenditure commitments and contingencies
As at June 2006 the associate had no commitments or contingent liabilities.
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35 Events occurring after the balance sheet date
Since the end of the financial year an in principle agreement has been reached whereby Dwyka
will restructure its black economic empowerment (ªBEEº) arrangements with its principal BEE
partner, Kolong Investments such that the Group will increase its interest in the SMI4 de Beers
tailings re-treatment project to 70 per cent. in exchange for reducing its interest in current 100 per
cent. owned South African operations to 70 per cent.. Formal approvals for this proposal are
being sought and agreements to affect this proposal are being prepared.

Except for the above no other matter or circumstance has arisen since 30 June 2006 that has
significantly affected, or may significantly affect:

(a) 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.

36 Reconciliation of loss after income tax to net cash outflow from operating activities
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

Loss from ordinary activities after tax (3,614) (4,140) (6,326) (4,455)
Depreciation and amortisation 488 473 48 55
Exploration expenditure & mining property
generation written off 2,130 580 ± 552
Doubtful debts 107 39 ± ±
Finance costs 31 ± 7 ±
Foreign exchange (gain)/loss (143) 840 (160) ±
Share based compensation 428 346 428 346
Impairment of assets 3 212 4,400 2,276
Loss on sale of plant 6 ± ± ±
Reversal of asset impairment (139)
Management fees charged to controlled entities ± ± (470) (783)
Decrease/(increase) in receivables (224) (205) 14 (31)
Decrease/(increase) in inventory 58 (292) ± ±
(Increase)/decrease in tax expense (168) ± ± ±
Increase/(decrease) in payables 548 119 (27) (60)
Increase/(decrease) in current provisions (176) 58 2 3

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Net cash flow used in operating activities (665) (1,970) (2,084) (2,097)
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

Non-cash financing activities
During the year the company issued 2,747,802 ordinary shares at GBP0.35 ($0.84) to acquire
3 underground mines and it issued 749,137 ordinary shares at $0.685 in lieu of services rendered.

37 Loss per share
The following reflects the operating loss and share data used in the calculations of basic and diluted
loss per share:

2006 2005
$000 $000

Net consolidated loss (3,614) (4,148)
Adjustments:
Less: Net loss attributable to outside equity interest 67 ±

±±±±±±± ±±±±±±±

Loss used in calculating basic and diluted earnings per share (3,681) (4,148)
±±±±±±± ±±±±±±±±±±±±±± ±±±±±±±
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Number Number

Weighted average number of ordinary shares used in
calculating basic loss per share 83,352,062 77,706,802
Effect of dilutive securities:
Employee share plan shares 4,923,380 2,733,334

±±±±±±±±±±±± ±±±±±±±±±±±±

Adjusted weighted average number of ordinary shares
used in calculating diluted loss per share 88,275,442 80,440,136

±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

Information concerning the classification of securities:
Options granted are considered to be potential ordinary shares but have not been included in the
determination of diluted loss per share as they are not dilutive. Details relating to the options are set
out in the Directors' Report and note 38.

38 Share-based payments

(a) Employee Option Plan
An employee incentive option plan was approved at the 2003 annual general meeting. This plan
was replaced by a new employee option plan approved at the 2005 annual general meeting.

Participants of the option plan are determined by the Board and can be employees and directors
of, or consultants to, the company or a controlled entity. The Board considers length of service,
seniority, responsibilities, potential contribution and any other relevant matters in determining
eligibility of potential participants. The Board has sole responsibility to determine the number of
options and terms and conditions of options granted to any participant.

The options issued under the option plan will be granted free of charge. The exercise price for the
options is to be not less than the weighted average share price for the last five trading days
immediately preceding the options being offered to the participant.

The expiry date of the options will be determined by the Board and will also lapse within one
month of the participant ceasing to be a director, employee or consultant of the company or a
controlled entity (subject to certain exceptions). The Board at its discretion may apply certain
vesting conditions upon any options issued under the plan.

The options are not transferable without prior written approval from the Board. The options will
not be quoted on a publicly traded stock market; however application will be made for ASX/AIM
quotation of the shares issued upon the exercise of the options.

Set out below are summaries of options granted under the plan:

Consolidated and parent entity ± 2006
Balance Granted Balance Exercisable 

at start of during at end of at end of
Exercise year the year the year the year

Grant date Expiry date price Number Number Number Number

17 February 2004 30 June 2007 $0.52 1,100,000 ± 1,100,000 733,333
20 April 2006 30 June 2009 $0.87 ± 250,000 250,000 ±
20 April 2006 30 June 2009 $1.00 ± 1,250,000 1,250,000 ±

±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±
1,100,000 1,500,000 2,600,000 733,333

±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±
Weighted average exercise price $0.52 $0.98 $0.78 $0.52

±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±
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Consolidated and parent entity ± 2005
Balance Granted Balance Exercisable 

at start of during at end of at end of
Exercise year the year the year the year

Grant date Expiry date price Number Number Number Number

17 February 2004 30 June 2007 $0.52 1,100,000 ± 1,100,000 366,666

±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±
Weighted average exercise price $0.52 ± $0.52 $0.52

±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±± ±±±±±±±±±±±±

No options were forfeited during the periods covered by the above tables.

Fair value of options granted
The assessed fair value at grant date of options granted during the year ended 30 June 2006 was
20.7 cents per option. The fair value at grant date is independently determined using a
Black-Scholes option pricing model that takes into account the exercise price, the term of the
option, the impact of dilution, the share price at grant date and expected price volatility of the
underlying share, the expected dividend yield and the risk free interest rate for the term of
the option.

The additional model inputs for options granted during the year ended 30 June 2006 included:

(a) options are granted for no consideration, have a three year life, and 33 per cent. of each
tranche vests and is exercisable on each anniversary of the date of grant

(b) share price at grant date: $0.76

(c) expected price volatility of the company's shares: 60 per cent.

(d) expected dividend yield: Nil

(e) risk-free interest rate: 5.8 per cent.

The expected price volatility is based on the historic volatility (based on the remaining life of the
options), adjusted for any expected changes to future volatility due to publicly available information.

(b) Employee Share Plan
An employee incentive share plan was approved at the 2003 annual general meeting. This plan was
replaced by a new employee share plan approved at the 2005 annual general meeting.

Participants of the plan are determined by the Board and can be employees and directors of, or
consultants to, the company or a subsidiary. The Board considers length of service, seniority,
responsibilities, potential contribution and any other relevant matters in determining eligibility of
potential participants.

The issue price for the shares issued under the plan are not less than the weighted average share
price for the last five trading days immediately preceding the offer to the participant. The market
value of shares issued under the scheme, measured as the weighted average market price on the
day of issue of the shares, is recognised in the statement of financial position as share capital and
as part of employee benefit costs in the period the shares are vested.

A participant who is invited to subscribe for shares under the plan may also be invited to apply
for a loan up to the amount payable in respect of the shares accepted by the participant. These
loans are to be made on the following terms:

l Interest free;

l Applied directly against the issue price of the shares to be acquired under the plan;

l For a term to be determined by the Board;

l Repayable to the extent of the lesser of the issue price of the relevant shares issued, less any
cash dividends applied against the outstanding principal; and the last market sale price of
the shares on the date of repayment of the loan;
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l The loan must be repaid in full prior to expiry of the loan;

l The company will have a lien over the shares in respect of which a loan is outstanding;

l Shares issued under the plan are not transferable while a loan amount in respect of those
shares remains payable; and

l Shares issued under the share plan will not be quoted on a publicly traded stock market while
a loan amount in respect of those shares remains payable.

All shares issued under the employee share plan with non-recourse loans are considered to be
options and are accounted for in accordance with note 1(v) (ii).

On 17 December 2003, 2,850,000 shares were issued at $0.52 to directors, consultants and
employees under the plan. The shares were paid for by way of a loan payable on or before
17 December 2006 (as provided by the plan).

On 21 December 2005, 750,000 shares were issued at $0.87 to directors under the plan. Also on
21 December 2005, 3,350,000 shares were issued at $1.00 to directors, consultants and employees
under the plan. On 12 April a further 200,000 shares were issued at $1.00 to a consultant under
the plan. These shares were paid for by way of a loan payable on or before 21 December 2008 and
12 April 2009 respectively (as provided by the plan).

For details of the shares issued to directors and executives refer to note 28.

(c) Expenses relating to share based payment transactions
Consolidated Parent entity

2006 2005 2006 2005
$000 $000 $000 $000

Options issued under employee option plan 87 140 87 140
Shares issued under employee share plan 341 206 341 206
Shares issued in exchange for services rendered 513 ± 513 ±

±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±

941 346 941 346
±±±±±±± ±±±±±±± ±±±±±±± ±±±±±±±
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39 Impact of Adopting Australian Equivalents to IFRS
(1) Reconciliation of equity reported under previous Australian Generally Accepted Accounting

Principles (AGAAP) to equity under Australian equivalents to IFRSs (AIFRS)

(a) At the date of transition to AIFRS: 1 July 2004

Consolidated Parent entity
Previous Effect of Effect of
AGAAP transition to Previous transition to

AIFRS AIFRS AGAAP AIFRS AIFRS
Notes $000 $000 $000 $000 $000 $000

ASSETS
Current assets
Cash and cash equivalents 6,632 ± 6,632 4,798 ± 4,798
Receivables 547 ± 547 37 ± 37
Inventories 250 ± 250 ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total current assets 7,429 ± 7,429 4,835 ± 4,835

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Non-current assets
Receivables 4(a) 1,627 (1,482) 145 3,010 ± 3,010
Other financial assets 89 ± 89 3,939 ± 3,939
Property, plant and
equipment 4(b), 4(c) 3,054 (1,683) 1,371 89 ± 89

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total non-current assets 4,770 (3,165) 1,605 7,038 ± 7,038

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total assets 12,199 (3,165) 9,034 11,873 ± 11,873

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
LIABILITIES
Current liabilities
Payables 982 ± 982 344 ± 344
Provisions 4(d) 503 (159) 344 ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total current liabilities 1,485 (159) 1,326 344 ± 344

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Non-current liabilities
Payables ± ± ± 714 ± 714
Provisions 4(d) ± 105 105 ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total non-current liabilities ± 105 105 714 ± 714

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total liabilities 1,485 (54) 1,431 1,058 ± 1,058

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Net assets 10,714 (3,111) 7,495 10,815 ± 10,815

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
EQUITY
Contributed equity 4(a) 41,834 (1,482) 40,352 41,834 41,834
Reserves 4(a) ± 173 173 ± 173 173
Accumulated losses 4(a), 4(b),

4(c), 4(d) (31,120) (1,802) (32,922) (31,019) (173) (31,192)
±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

Parent entity interest 10,714 (3,111) 7,603 10,815 ± 10,815
Minority interest ± ± ± ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total equity 10,714 (3,111) 7,603 10,815 ± 10,815

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
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(b) At the end of the last reporting period under previous AGAAP: 30 June 2005 
Consolidated Parent entity

Effect of Effect of

Previous transition Previous transition

AGAAP to AIFRS AIFRS AGAAP to AIFRS AIFRS

Notes $000 $000 $000 $000 $000 $000

ASSETS
Current assets
Cash and cash equivalents 9,582 ± 9,582 7,270 ± 7,270
Receivables 1,003 ± 1,003 319 ± 319
Inventories 542 ± 542 ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total current assets 11,127 ± 11,127 7,589 ± 7,589

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Non-current assets
Receivables 4(a) 3,545 (1,421) 2,124 6,313 ± 6,313
Other financial assets 76 ± 76 2,546 ± 2,546
Property, plant and equipment 4(b), 4(c) 3,582 (1,809) 1,773 147 ± 147
Exploration, evaluation and 
mining properties 1,092 ± 1,092 ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total non-current assets 8,295 (3,230) 5,065 9,006 ± 9,006

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total assets 19,422 (3,230) 16,192 16,595 ± 16,595

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
LIABILITIES
Current liabilities
Payables 1,101 ± 1,101 284 ± 284
Provisions 4(d) 561 (136) 425 3 ± 3

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total current liabilities 1,662 (136) 1,526 287 ± 287

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Non-current liabilities
Payables ± ± ± 710 ± 710
Provisions 4(d) ± 97 97 ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total non-current liabilities ± 97 97 710 ± 710

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total liabilities 1,662 (39) 1,623 997 ± 997

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Net assets 17,760 (3,191) 14,569 15,598 ± 15,598

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
EQUITY
Contributed equity 4(a) 52,147 (1,421) 50,726 50,726 ± 50,726
Reserves 4(a), 4(c), 4(d) ± 913 913 ± 519 519
Accumulated losses 4(a), 4(b), 4(c), 4(d) (34,387) (2,683) (37,070) (35,128) (519) (35,647)

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Parent entity interest 17,760 (3,191) 14,569 15,598 ± 15,598
Minority interest ± ± ± ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Total equity 17,760 (3,191) 14,569 15,598 ± 15,598

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
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(2) Reconciliation of profit under previous AGAAP to profit under Australian equivalents to IFRSs
(AIFRS)

(a) Reconciliation of profit for the year ended 30 June 2005 
Consolidated Parent entity

Effect of Effect of

Previous transition Previous transition

AGAAP to AIFRS AIFRS AGAAP to AIFRS AIFRS

Notes $000 $000 $000 $000 $000 $000

Revenue
Revenue from sale of goods 5,164 ± 5,164 ± ± ±
Cost of sales 4(b) (3,891) (31) (3,922) ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
1,273 (31) 1,242 ± ± ±

Other income 628 ± 628 1,274 ± 1,274
Other expenses from ordinary 
activities
Administration (3,994) ± (3,994) (2,555) ± (2,555)
Share based compensation 4(a) ± (346) (346) (346) (346)
Charges against assets (212) ± (212) (2,276) ± (2,276)
Exploration, evaluation and 
project generation costs (580) ± (580) (552) ± (552)
Foreign exchange gains/(losses) 4(c) (382) (496) (878) ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Loss before income tax (3,267) (881) (4,148) (4,109) (346) (4,455)
Income tax expense ± ± ± ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Loss for the year (3,267) (881) (4,148) (4,109) (346) (4,455)
Loss attributable to minority interest ± ± ± ± ± ±

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±
Loss attributable to members of Dwyka 
Diamonds Limited (3,267) (881) (4,148) (4,109) (346) (4,455)

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

(3) Reconciliation of cash flow statement for the year ended 30 June 2005
The adoption of AIFRSs has not resulted in any material adjustments to the cash flow statement.

(4) Notes to the reconciliations 

(a) Share-based payments
Under AASB 2 Share-based Paymentfrom 1 July 2004 the Group is required to recognise an
expense for those shares and options that were issued to employees under the Dwyka Diamonds
Employee Share and Option Plan after 7 November 2002 but that had not vested by 1 January
2005. In addition the treatment of the shares issued under the Plan changes in that as the shares
are financed by a limited recourse loan there is no equity recognised until the employee loan is
repaid in accordance with the Plan terms (Refer Note 38) The effects of these changes are:

(i) At 1 July 2004
For the Group and parent company there has been an increase in accumulated losses of
$173,000 and a corresponding increase in reserves. For the Group and parent company non-
current receivables decreases by $1,482,000 and contributed equity decreases by the
same amount.

(ii) At 30 June 2005
For the Group and parent company there has been an increase in accumulated losses of
$519,000 and a corresponding increase in reserves. For the Group and parent company non-
current receivables decreases by $1,421,000 and contributed equity decreases by the
same amount.
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(iii) For the year ended 30 June 2005
For the Group and parent company there has been an increase in employee benefits expense
of $346,000.

(b) Impairment
The assessment of recoverable amount of the plant and equipment utilised by the Group's South
African based industrial division has been reviewed. When this assessment was made under
previous AGAAP, the recoverable amount was estimated on an undiscounted basis. Using a
discount rate of 8 per cent. to arrive at value-in-use, at the date of transition an impairment of
$25,000 existed. The effect of this is:

(i) At 1 July 2004
For the Group there has been a decrease in plant and equipment of $25,000 while
accumulated losses has increased by the same amount.

(ii) At 30 June 2005
For the Group there has been a decrease in plant and equipment of $56,000 while
accumulated losses has increased by the same amount.

(iii) For the year ended 30 June 2005
For the Group depreciation expense has increased by $31,000.

(c) Foreign currency translation reserve 
Under AIFRS the Group has elected to apply the period closing exchange rate for translation of
controlled entity non-monetary items upon consolidation with exchange translation differences
being represented by a foreign currency translation reserve. Under AGAAP the Group was
translating these non-monetary items at historical exchange rates.

Further, the Group has elected to apply the exemption in AASB 1 First-time Adoption of
Australian Equivalents to International Financial Reporting Standards.The cumulative translation
differences for all foreign operations calculated above and represented in the foreign currency
translation reserve are deemed to be zero at the date of transition to AIFRSs. This transition date
adjustment carries through to each subsequent period.

The effects of the above are:

(i) At 1 July 2004
For the Group plant and equipment is reduced by $1,658,000 while accumulated losses are
increased by the same amount.

(ii) At 30 June 2005
For the Group plant and equipment is reduced by $1,753,000 while accumulated losses are
increased by $2,154,000 and the foreign currency translation reserve is recognised
at $401,000.

(iii) For the year ended 30 June 2005
For the Group, accumulated losses have increased by $496,000.

(d) Provision for rehabilitation
Under AASB 137 Provisions, Contingent Liabilities and Contingent Assets from 1 July 2004 the
group is required to recognise a provision from inception of the operation, through the creation
of an equal valued asset which is then amortised over the life of the operation.

This is in contrast to the previous Australian GAAP treatment under which the provision is
created in proportion to the tonnes mined over the life of mine reserve.
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(i) At 1 July 2004
For the Group, there has been a net decrease in provisions of $54,000, and a corresponding
decrease in accumulated losses of $54,000.

(ii) At 30 June 2005
For the Group, there has been a net decrease in provisions of $39,000, a decrease in reserves
of $7,000 and a decrease in accumulated losses of $46,000.

(iii) For the year ended 30 June 2005
For the Company there has been an increase in interest expense of $8,000.

(e) Accumulated losses
The effect on accumulated losses of the changes set out above are as follows:

Consolidated Parent
1 July 2004 30 June 2005 1 July 2004 30 June 2005

Notes $000 $000 $000 $000

Foreign currency translation reserve 4(c) (1,658) (2,154) ± ±
Impairment 4(b) (25) (56) ± ±
Provision for rehabilitation 4(d) 54 46 ± ±
Sharebased payments 4(a) (173) (519) (173) (519)

±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

Total adjustment (1,802) (2,683) (173) (519)
±±±±±±±± ±±±±±±±± ±±±±±±±± ±±±±±±±±

(5) Adjustments on transition to AASB 132 Financial Instruments: Disclosure and Presentation and
AASB 139 Financial Instruments: Recognition and Measurement: 1 July 2005

(a) Available-for-sale financial assets
The Group has taken the exemption available under AASB 1 to apply AASB 132 and AASB 139
only from 1 July 2005. The Group has applied previous AGAAP to the comparative information
on financial instruments within the scope of AASB 132 and AASB 139.

Refer to note 1(m) for further information on the transition to AASB 132 and AASB 139 from
1 July 2005.

At 1 July 2005, for the Group and the parent entity, reserves are decreased by $82,000 and
accumulated losses are decreased by the same amount. Additionally, within other financial assets,
investments traded on organised markets is decreased by $76,000 and available-for-sale financial
assets is increased by the same amount.

288



FINANCIAL STATEMENTS FOR THE HALF YEAR ENDED 31 DECEMBER 2006

DWYKA RESOURCES LIMITED

HALF-YEAR REPORT 31 DECEMBER 2006

CONSOLIDATED INCOME STATEMENT 

FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Half-year Half-year
Ended Ended

31 Dec 2006 31 Dec 2005
$'000s $'000s

Revenue from operations 3,406 3,866
Cost of sales (4,152) (2,783)

±±±±±±±±±±± ±±±±±±±±±±±

Gross profit (746) 1,083
Other income 237 269
Other expenses from ordinary activities
Administration (2,897) (2,376)
Exploration written off (288) (699)
Impairment of assets (1,077) ±
Impairment of goodwill (920) ±
Finance costs (293) ±
Other (297) ±

±±±±±±±±±±± ±±±±±±±±±±±

Loss before income tax (6,281) (1,723)
Income tax expense ± ±

±±±±±±±±±±± ±±±±±±±±±±±

Loss for half year (6,281) (1,723)
Loss attributable to minority interest ± ±

±±±±±±±±±±± ±±±±±±±±±±±

Loss attributable to members of Dwyka Resources Limited (6,281) (1,723)
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Basic loss per share (cents) (7.33) (2.15)
Diluted loss per share (cents) (7.33) (2.15)

The above Consolidated Income Statement should be read in conjunction with the accompanying notes.
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CONSOLIDATED BALANCE SHEET

AS AT 31 DECEMBER 2006

Note 31 Dec 2006 30 June 2006
$'000s $'000s

CURRENT ASSETS
Cash and cash equivalents 2,285 6,286
Trade and other receivables 978 977
Inventories 324 484

±±±±±±±±±±± ±±±±±±±±±±±

Total Current Assets 3,587 7,747
±±±±±±±±±±± ±±±±±±±±±±±

NON-CURRENT ASSETS
Receivables 57 4,536
Other financial assets 192 103
Property, plant & equipment 8,894 3,597
Exploration, evaluation and mining properties 8,907 8,709
Other 311 308

±±±±±±±±±±± ±±±±±±±±±±±

Total Non-Current Assets 18,361 17,253
±±±±±±±±±±± ±±±±±±±±±±±

TOTAL ASSETS 21,948 25,000
±±±±±±±±±±± ±±±±±±±±±±±

CURRENT LIABILITIES
Trade and other payables 1,662 1,649
Borrowings 205 76
Provisions 247 249

±±±±±±±±±±± ±±±±±±±±±±±

Total Current Liabilities 2,114 1,974
±±±±±±±±±±± ±±±±±±±±±±±

NON-CURRENT LIABILITIES
Borrowings 6,615 2,611
Deferred tax liability 1,633 1,601
Provisions 306 305

±±±±±±±±±±± ±±±±±±±±±±±

Total Non-Current Liabilities 8,554 4,517
±±±±±±±±±±± ±±±±±±±±±±±

TOTAL LIABILITES 10,668 6,491
±±±±±±±±±±± ±±±±±±±±±±±

NET ASSETS 11,280 18,509
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

EQUITY
Contributed equity 3 56,912 56,912
Reserves 1,320 2,217
Accumulated losses (46,952) (40,669)
Total parent entity interest 11,280 18,460
Minority interest ± 49

±±±±±±±±±±± ±±±±±±±±±±±

TOTAL EQUITY 11,280 18,509
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

The above Consolidated Balance Sheet should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR HALF YEAR ENDED 31 DECEMBER 2006

Half-year Half-year
Ended Ended

31 Dec 2006 31 Dec 2005
$'000s $'000s

Total equity at beginning of the half year 18,509 14,530
±±±±±±±±±±± ±±±±±±±±±±±

Adjustment on adoption of AASB 132 and AASB 139, net of tax
Reserves ± (82)
Accumulated losses ± 82
Changes in fair value of available for sale financial assets, net of tax 73 99
Exchange differences on translation of foreign corporations (715) 557

±±±±±±±±±±± ±±±±±±±±±±±

Net income recognised directly in equity (642) 656
Loss for the half year (6,281) (1,723)
Adjustment for prior years losses recouped on minority interest (49) ±

±±±±±±±±±±± ±±±±±±±±±±±

Total recognised income and expense for the half year (6,972) (1,067)
±±±±±±±±±±± ±±±±±±±±±±±

Transactions with equity holders in their capacity as equity holders
Contributions of equity, net of transaction costs (note 3) ± 5,901
Share based compensation reserve 318 139
Cost of increased equity in subsidiary (575) ±
Deferred share consideration on purchase of subsidiaries ± 629

±±±±±±±±±±± ±±±±±±±±±±±

(257) 6,669
±±±±±±±±±±± ±±±±±±±±±±±

Total equity at end of the half year 11,280 20,132
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

Total recognised income and expense for the half year is attributable to:
Members of Dwyka Resources Limited (6,972) (1,067)
Minority interest ± ±

±±±±±±±±±±± ±±±±±±±±±±±

(6,972) (1,067)
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR HALF-YEAR ENDED 31 DECEMBER 2006

Half-year Half-year
Ended Ended

31 Dec 2006 31 Dec 2005
$'000s $'000s

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers (inclusive of GST) 3,477 3,852
Payments to suppliers and employees (inclusive of GST) (6,146) (5,396)
Interest received 98 188
Other income 104 29
Interest paid (163) ±

±±±±±±±±±±± ±±±±±±±±±±±

Net cash outflow from operating activities (2,630) (1,327)
±±±±±±±±±±± ±±±±±±±±±±±

CASH FLOW FROM INVESTING ACTIVITES
Payments for plant & equipment (956) (277)
Proceeds from sale of plant and equipment 2 1
Payments for other financial assets ± (250)
Rehabilitation bonds ± (8)
Payment for acquisition for business unit, net of cash acquired ± (1,021)
Cash acquired on acquisition of business unit 124 ±
Payment for acquisition of increased subsidiary interest (575) ±
Proceeds from sale of other financial assets 17 2
Payment for exploration/mine development (633) (2,107)

±±±±±±±±±±± ±±±±±±±±±±±

Net cash outflow from investing activities (2,021) (3,660)
±±±±±±±±±±± ±±±±±±±±±±±

CASH FLOWS FROM FINANCING ACTIVITIES
Loans to other parties ± (69)
Loan to associates (614) (2,429)
Proceeds from borrowings 979 ±
Repayment of borrowings (137) ±
Proceeds from issue of shares ± 3,187
Payment for equity issue costs ± (107)

±±±±±±±±±±± ±±±±±±±±±±±

Net cash inflows from financing activities 228 582
±±±±±±±±±±± ±±±±±±±±±±±

Net decrease in cash held (4,423) (4,405)
Cash and cash equivalents at the beginning of the reporting period 6,286 9,582
Effect of exchange rate changes on cash 422 342

±±±±±±±±±±± ±±±±±±±±±±±

Cash and cash equivalents at the end of the reporting period 2,285 5,519
±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2006

1. Summary of Significant Accounting Policies
This general purpose financial report for the interim half-year reporting period ended 31 December
2006 has been prepared in accordance with Accounting Standard AASB 134 Interim Financial
Reporting and the Corporations Act 2001.

This interim financial report does not include all the notes of the type normally included in an annual
financial report. Accordingly, this report is to be read in conjunction with the annual report for the year
ended 30 June 2006 and any public announcements made by Dwyka Resources Limited during the
interim reporting period in accordance with the continuous disclosure requirements of the
Corporations Act 2001.

The accounting policies adopted are consistent with those of the previous financial year and
corresponding interim reporting period.

2. Segment Information
Primary reporting format ± Geographical segments

Africa Australia India Unallocated Consolidated
Half-year 2006 $'000s $'000s $'000s $'000s $'000s

Total segment revenue 3,545 ± ± 98 3,643
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Segment result (4,986) (2,004) (296) 1,005 (6,281)
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Africa Australia India Unallocated Consolidated
Half-year 2005 $'000s $'000s $'000s $'000s $'000s

Total segment revenue 3,896 1 ± 188 4,085
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

Segment result (682) (1,272) (8) 239 (1,723)
±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±± ±±±±±±±±±

3. Equity Securities Issued
Movements in equity securities during the half-year period were:

Date Details Issue price Number of shares $'000s

Half Year 2006
Fully paid ordinary shares

1/7/2006 Opening balance 85,737,134 56,693
±±±±±±±±±±±±± ±±±±±±±±±±±±

31/12/2006 Balance 85,737,134 56,693
±±±±±±±±±±±±± ±±±±±±±±±±±±

Employee Share plan shares issued with limited recourse employee loans
1/7/2006 Opening balance 7,000,001 ±
21/12/2006 Employee share plan issue $1.00 1,000,000 ±

±±±±±±±±±±±±± ±±±±±±±±±±±±

31/12/2006 Balance 8,000,001 ±
±±±±±±±±±±±±± ±±±±±±±±±±±±

31/12/2006 Total ordinary shares on issue 93,737,135 56,693
±±±±±±±±±±±±± ±±±±±±±±±±±±

Other equity securities
Value of conversion rights ± convertible notes, net of tax
1/7/2006 Opening balance 219

±±±±±±±±±±±±

31/12/2006 Balance 219
±±±±±±±±±±±±

31/12/2006 Total contributed equity 56,912
±±±±±±±±±±±±±±±±±±±±±±±±
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Date Details Issue price Number of shares $'000s

Half Year 2005

Fully paid ordinary shares

1/7/2005 Opening balance 77,706,862 50,726
30/8/2005 Mine purchase GBP0.35 

consideration (A$0.84) 2,747,802 2,308
4/11/2005 Placement GBP0.30

($A0.72) 4,500,000 3,187
22/12/2005 Placement in lieu of

services rendered A$0.685 749,137 513
Total issue costs (107)

±±±±±±±±±±±±± ±±±±±±±±±±±±

31/12/2005 Balance 85,703,801 56,627
±±±±±±±±±±±±± ±±±±±±±±±±±±

Employee Share plan shares issued with limited recourse employee loans

1/7/2005 Opening balance 2,733,334 ±
21/12/2005 Employee share plan issue $0.87 750,000 ±
21/12/2005 Employee share plan issue $1.00 3,350,000 ±

±±±±±±±±±±±±± ±±±±±±±±±±±±

31/12/2005 Balance 6,833,334 ±
±±±±±±±±±±±±± ±±±±±±±±±±±±

31/12/2005 Total ordinary shares on issue 92,537,135 56,627
±±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

Other equity securities

1/7/2005 Opening balance ±
±±±±±±±±±±±±

31/12/2005 Balance ±
±±±±±±±±±±±±

31/12/2005 Total contributed equity 56,627
±±±±±±±±±±±±±±±±±±±±±±±±

4 Business Combination

Half Year 2006
Effective from 1 October 2006 the Group completed a Black Economic Empowerment (BEE)
transaction with its BEE partner ± Kolong Investments Limited. This transaction was entered into to
ensure all South African operations were classified as BEE compliant under South African law. The
transaction resulted in Dwyka 

l increasing its holding in Superkolong Pty Ltd, the owner and operator of the de Beers Tailings
treatment plant from 40 per cent. to 70 per cent.; and equipment; and

l reducing its interest in the Dwyka Resources industrial business and its various mining assets from
100 per cent. to 70 per cent.

The initial 40 per cent. ownership interest in Superkolong Pty Ltd was acquired on incorporation of
the company for nominal value.

The results of Superkolong Pty Ltd are incorporated into the results of the Group as from 1 October 2006.
This company contributed $334,318 in revenues and a net loss of $874,731. If the acquisition had occurred
on 1 July 2006, the consolidated revenue and consolidated loss for the half year would have been $518,148
and $6,281,000 respectively.
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Details of the fair value of the assets and liabilities acquired and goodwill are as follows:

AUD
$'000s

Purchase consideration:
Cash paid 347
Deferred cash consideration 205
Share of subsidiaries net liabilities disposed ±
Allocated to Biz Africa net assets position (347)

±±±±±±±±±±±±

Total purchase consideration on acquisition of Superkolong 205
Fair value of net identifiable liabilities acquired (refer below) (715)

±±±±±±±±±±±±

Goodwill 920
±±±±±±±±±±±±±±±±±±±±±±±±

In the event that the Group does not pay Kolong Investments Limited a ZAR 500,000 dividend for
each of the 30 June 2008, 30 June 2009, and 30 June 2010 periods, the Group shall make a contingent
cash payment to Kolong Investments Limited for the difference between the actual dividend paid and
ZAR 500,000. At the date of this report, the payment of dividends is not probable and future cash
payments have been recognised as deferred cash payments.

This goodwill represents future income streams to flow from the DBTR plant, however based on
current performance of the DBTR plant this goodwill has been fully written off in this half
year period.

The fair value of assets and liabilities acquired are based on discounted cash flow models. No
acquisition provisions were created.

The assets and liabilities arising from the acquisition are as follows:

Carrying 
amount Fair value
$'000s $'000s

Cash and cash equivalents 124 124
Trade and other receivables 569 569
Plant and equipment 6,428 6,428
Trade and other payables (75) (75)
Non-current payables ± unsecured (4,776) (4,776)
Non-current payables ± secured (2,985) (2,985)

±±±±±±±±±±±±± ±±±±±±±±±±±±

Net identifiable liabilities acquired (715) (715)
±±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

Half Year 2005
On 1 September 2006 the parent entity effected the acquisition of 100 per cent. of the issued share
capital of Kophia Diamonds Pty Ltd and Bellsbank Mining Number One Pty Ltd. These entities were
acquired as a single business acquisition transaction.

Together these companies own 3 underground mines in South Africa. The consideration for this
purchase is the issue of 2,747,802 shares and the payment of ZAR 5 million to the vendors of the
companies. This acquisition incorporates the provision of future services to the Group by the vendors
and includes operational targets for the mines acquired.

The acquired business contributed revenues of $299,094 and a net loss of $41,614 to the Group for the
period from 1 October 2006 to 31 December 2006. If the acquisition had occurred on 1 July 2006, the
acquired business would have contributed revenues of $299,094 and a net loss of $112,978 to
the Group.
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Details of the fair value of the assets and liabilities acquired and goodwill are as follows:

AUD
$'000s

Purchase consideration:
Cash paid (ZAR5 million) 1,021
Parent company shares (valued at the market price of those 
shares as at the date of acquisition) 2,308
Deferred issue of Parent company shares (valued at the market 
price of those shares as at the date of acquisition) 629

±±±±±±±±±±±±

Total purchase consideration 3,958
Fair value of net identifiable assets acquired 3,958

±±±±±±±±±±±±

Goodwill ±
±±±±±±±±±±±±±±±±±±±±±±±±

At the date of acquisition it was considered probable that at least a further 749,400 parent company
shares will be issued as additional consideration for the acquisition. This deferred share issue has been
valued at the market price of those shares as at the date of acquisition. Further in the event that certain
pre determined mine performance hurdles are achieved by the subsidiary, additional consideration in
the form of shares and options may be payable. It is not possible to determine if additional shares
and/or options will be issued.

The fair value of assets and liabilities acquired are based on discounted cash flow models. No
acquisition provisions were created.

The assets and liabilities arising from the acquisition are as follows:

Carrying 
amount Fair value
$'000s $'000s

Receivables 211 211
Inventories 345 345
Plant and equipment 818 818
Exploration ± 4,630
Mine property/development 170 2,370
Deferred tax asset 149 ±
Trade payables (45) (45)
Deferred tax liability ± (1,984)
Rehabilitation provision ± (216)
Non-current payables (776) (776)
Non-current loans from vendors (1,395) (1,395)

±±±±±±±±±±±±± ±±±±±±±±±±±±

Net identifiable assets acquired (523) 3,958 
±±±±±±±±±±±±± ±±±±±±±±±±±±±±±±±±±±±±±±± ±±±±±±±±±±±±

5 Contingencies
There has been no change in contingent liabilities since the last annual report.

6 subsequent events
a) On 30 January 2007 Dwyka Resources Limited acquired all of the issued shares in

Dannyland Pty Ltd, for the share consideration being 6,475,343 ordinary shares issued on
2 February 2007 and 3,237,671 ordinary shares issued on 7 March 2007. The issue of a further
6,475,343 ordinary shares as part consideration is dependant upon future exploration success.
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Dannyland Pty Ltd owns 100 per cent. of the rights to the Muremera nickel project in Burundi.
The fair value of the net identifiable assets of the company at the date of acquisition was
$US5,000,000. The financial effects of the above transaction have not been brought to account at
31 December 2006.

The operating results and assets and liabilities of the company will be brought to account from
1 January 2007.

b) On 7 March 2007 the company entered into a Memorandum of Understanding to acquire a
50 per cent. shareholding in Swaziland Gold Ventures Pty Ltd, the owner of prospective gold
mining tenements in Swaziland for the cash payment of $US200,000 and the issue of
$US1,500,000 ordinary Dwyka Resources Limited shares. Subject to further exploration
activity Dwyka has the potential to increase its holding in Swaziland Gold Ventures Pty Ltd to
100 per cent.

The financial effects of the above transaction have not been brought to account at 31 December 2006.
The operating results and assets and liabilities ofthe company will be brought to account upon
completion of the transaction.

c) On 12 March 2007 the company resolved to change its name to Dwyka Resources Limited.

d) Since year end the Company has implemented an underwritten Share Purchase Plan offering all
shareholders $5,000 worth of ordinary shares at an issue price of $0.31. As the Share Purchase
Plan is underwritten the Share Purchase Plan will result in the issue of 8,870,950 ordinary shares.
At the same time the Company announced it had entered into an underwritten placement
agreement to issue a further 7,258,065 ordinary shares at $0.31 to clients of Montague
Stockbrokers Pty Ltd. The underwritten Share Purchase Plan and placement will raise $5,000,000
in working capital before issue costs.
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KIMCOR DIAMONDS PLC (the ªCompanyº)
(Incorporated in England and Wales with registered number 05399993)

NOTICE OF EXTRAORDINARY GENERAL MEETING

Notice is hereby given that an extraordinary general meeting of the members of the Company will 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 of the Company convened for the same day) for the purpose of considering and, if
thought fit, passing the following resolutions of which 1 to 4 will be proposed as ordinary resolutions,
resolutions 5 and 6 will be proposed as special resolutions and resolution 2 will be taken on a poll:

ORDINARY RESOLUTIONS

1. THAT, the acquisition by the Company of the entire issued share capital of Dwyka Diamonds
Holdings Limited upon the terms and conditions of the acquisition agreement dated 21 August
2007 made between (1) Dwyka Resources Limited and (2) the Company, as described in the
circular to shareholders comprising an admission document of even date, a copy of which is
produced to the meeting and initialled by the Chairman for identification only (ªAcquisitionº), be
and is hereby approved with such minor amendments as the directors may approve and that the
directors be and are hereby authorised to execute, sign and do all such documents, things, deeds,
and acts as may be necessary or desirable to complete the Acquisition.

2. THAT, the waiver granted by the Takeover Panel of the obligation that would otherwise arise on
Dwyka Resources to make a general offer to the shareholders under Rule 9 of the Takeover Code
as a result of the issue of shares to it of in aggregate 134,383,718 new ordinary shares of 0.5 pence
each pursuant to the Acquisition, as described in the Company's circular to Shareholders of
which this notice forms part, be and is hereby approved.

3. THAT, conditional on passing resolutions 1 and 2, the authorised share capital of the Company
be and is hereby increased from £1,000,000 to £2,000,000 by the creation of an additional
200,000,000 ordinary shares of 0.5 pence each having the same rights in all respects as the existing
ordinary shares of 0.5 pence each in the capital of the Company.

4. THAT, conditional on passing resolutions 1 and 2, the directors be and they are generally and
unconditionally authorised for the purposes of section 80 of the Companies Act 1985 (ªActº) to
exercise all the powers of the Company to allot relevant securities (within the meaning of that
section) up to:

4.1 an aggregate nominal amount of £1,090,589 in connection with the Acquisition, a placing of
ordinary shares for cash and options and warrants to subscribe for ordinary shares; and

4.2 otherwise, an aggregate nominal amount of £442,638,

provided that this authority shall expire at the conclusion of the Company's next annual general
meeting, but the Company may before such expiry make an offer or agreement which would or
might require relevant securities to be allotted after such expiry and the directors may allot
relevant securities in pursuance of such offer or agreement notwithstanding that the authority
conferred by this resolution has expired. This authority is in substitution for all subsisting
authorities, to the extent unused.

SPECIAL RESOLUTIONS

5. THAT, conditional on passing resolutions 1 to 4 (inclusive) and in substitution for all subsisting
authorities to the extent unused, the directors be and they are empowered pursuant to section 95
of the Act to allot equity securities (within the meaning of section 94(2) to section 94(3A) of the
Act) wholly for cash pursuant to the authority conferred by resolution 4 as if section 89(1) of the
Act did not apply to any such allotment, provided that this power shall expire at the conclusion
of the Company's next annual general meeting, save that the Company may, before such expiry,
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make an offer or agreement which would or might require equity securities to be allotted after
such expiry and the directors may allot equity securities in pursuance of any such offer or
agreement notwithstanding that the power conferred by this resolution has expired, and provided
that this power shall be limited to the allotment of equity securities:

5.1 in connection with an offer of such securities by way of rights issue or other pro rata offer
to holders of ordinary shares in proportion (as nearly as may be practicable) to their
respective holdings of such shares, but subject to such exclusions or other arrangements as
the directors may deem necessary or expedient in relation to fractional entitlements or any
legal or practical problems under the laws of any territory, or the requirements of any
regulatory body or stock exchange; and

5.2 otherwise than pursuant to sub-paragraph 5.1 above up to an aggregate nominal amount of
£552,803.

6. THAT the regulations in the printed document produced to the meeting and initialled, for the
purposes of identification only, by the Chairman be and they are hereby adopted as the articles
of association of the Company in substitution for the existing articles of association of the
Company.

By Order of the Board

Sarah Rossi
Company Secretary

Registered office: 18 Upper Brook Street, London W1K 7PU

Date: 21 August 2007
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Notes:

1. A member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on a poll, vote
instead of him. A proxy need not be a member of the Company.

2. A form of proxy is included with this notice and instructions for use are shown on the form. To be valid, the form of
proxy and (in the case of an instrument signed by an agent of the member who is not a corporation) the authority under
which such an instrument is signed or an office copy or duly certified copy must be deposited at the offices of
Computershare Investor Services plc, The Pavilions, Bridgwater Road, Bristol BS13 3FB not less than 48 hours before
the time appointed for the meeting or any adjourned meeting. A prepaid form of proxy for use in respect of the meeting
is enclosed.

3. Completion of a form of proxy will not prevent a member from attending and voting in person.

4. Pursuant to Regulation 41 of The Uncertificated Securities Regulations 2001, only those holders of Ordinary Shares who
are registered on the Company's register of members 48 hours before the time appointed for the meeting or any
adjourned meeting shall be entitled to attend the meeting or any adjourned meeting and to vote in respect of the number
of shares registered in their names at that time. Changes to entries on the share register after that time will be disregarded
in determining the rights of any person to attend and/or vote at the meeting or any adjourned meeting.

5. Voting on resolution 2 will be conducted on a poll in accordance with the requirements of the Takeover Code.


