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CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

(Unaudited — See Notice to Reader)



Unaudited Interim Financial Statements

Notice to Reader

The accompanying unaudited interim consolidated financial statements of Diamcor Mining Inc. (‘the
Company”), for the nine month period ended December 31, 2006, have been prepared by management
and have not been the subject of a review by the Company’'s external independent auditor.



DIAMCOR MINING INC.
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2006

DECEMBER 31 March 31
2006 2006
unaudited audited
ASSETS

CURRENT
Cash $ 150,728 $ 144,699
Accounts receivable 32,148 28,357
Inventory - 66,334
Prepaid expenses - 456
182,876 239,846
PROPERTY, PLANT AND EQUIPMENT (Note 4) 291,836 339,665
MINERAL PROPERTIES (Note 5) 43,187 172,748
FUTURE INCOME TAXES (Note 10) 1,728 1,728
REHABILITATION TRUST FUND (Note 3) 44,476 50,291
$ 564,103 $ 804,278

ON BEHALF OF THE BOARD

“Wayne Wolf’ Director

“Barry Conduit” Director

The accompanying notes are an integral part of these consolidated financial statements. These financial statements should be
read in conjuction with the audited statements of the year ended March 31 2006.
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DIAMCOR MINING INC.
CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2006

DECEMBER 31 March 31
2006 2006
unaudited audited
LIABILITIES
CURRENT
Accounts payable $ 551,773 § 336,423
Taxes payable 10,155 22,988
561,928 359,411
DUE TO RELATED PARTIES (Note 9) 75,256 111,337
ASSET RETIREMENT OBLIGATION (Note 6) 262,323 240,662
899,507 711,410
SHAREHOLDERS' (DEFICIENCY)
Share capital (Note 7) 6,032,093 5,978,333
Contributed surplus (Note 8) 1,116,387 1,008,387
Deficit (7,483,884) (6,893,852)
(335,404) 92,868
$ 564,103 $ 804,278

NATURE OF OPERATIONS AND GOING CONCERN (Note 1)
SUBSEQUENT EVENTS (Note 17)

ON BEHALF OF THE BOARD

“Wayne Wolf’ Director

“Barry Conduit” Director

The accompanying notes are an integral part of these consolidated financial statements. These financial statements should be

read in conjuction with the audited statements of the year ended March 31 2006.
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DIAMCOR MINING INC.

CONSOLIDATED STATEMENTS OF (LOSS) EARNINGS

For the Three For the Three For the Nine For the Nine
Months Ended ~ Months Ended ~ Months Ended ~ Months Ended
December 31 December 31 December 31 December 31
2006 2005 2006 2005
SALES $ 176,809 § 299278 $ 750326 §  1,548416
COST OF SALES 146,282 292,145 701,369 1,041,066
GROSS PROFIT 30,527 7,133 48,957 507,350
EXPENSES
Accretion and amortization 78,735 76,419 200,673 227,807
Consulting fees 88,373 23,750 169,621 43,755
Insurance 6,568 6,568 10,879 4,971
Bank charges and interest 577 920 1,318 2,396
Management fees 34,383 35,298 100,125 123,275
Office 12,067 21,709 37,646 78,881
Professional fees 8,731 10,375 22,658 42,029
Promotion and investor relations 4,565 9,907 15,854 20,715
Stock based compensation - - 108,000 5,200
Transfer agent and regulatory fees 4,158 1,067 12,115 9,047
Travel 4,881 14,529 23,075 28,615
Salaries and wages 624 9,567 4,748 26,128
243,662 210,109 706,712 612,819
(LOSS) INCOME FROM OPERATIONS $ (213135) $ (202,976) $ (657,755) $ (105,469)
OTHER INCOME
Interest and other 49,432 57,794 -
Expenses Recoveries - 207,330 - 207,330
Foreign exchange (loss) gain 14,361 30,358 9,929 32,330
Debt settlement gains - - - 397,175
63,793 237,688 67,723 636,835
(Loss) before income tax (149,342) 34,712 (590,032) 531,366
Provision for income tax 32,687 32,687
Net (loss) income $  (149,342) $§ 2025 §  (590,032) $ 498,679
Deficit, beginning of period § (7.334542) § (6.940652) $§ (6.893,852) §  (7.437,306)
Deficit, end of period $ (7483,884) $§ (6,938627) § (7,483,884) §  (6,938,627)
(Loss) earnings per share - basic $ 005 $ 001 $ 020 $ 0.02
(Loss) earnings per share - diluted $ 005 § 001 § 018 §$ 0.02

The accompanying notes are an integral part of these consolidated financial statements. These financial statements should be read in
conjuction with the audited statements of the year ended March 31 2006.
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DIAMCOR MINING INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Three For the Three For the Nine For the Nine
Months Ended Months Ended Months Ended Months Ended
December 31 December 31 December 31 December 31

2006 2005 2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (loss) $ (149,342) $ 2,025 $ (590,032) $ 498,679
Items not affecting cash:
Accretion and amortization 78,835 76,419 200,673 227,807
Stock based compensation - 108,000 5,200
Forgiveness of accounts payable
Future income tax - 32,687 - 32,687
Unrealized Foreign exchange (24,966) (44,562) 5,816 (65,773)
Debt settlement gains - - (397,175)
(95,473) 66,569 (275,543) 301,425
Changes in non-cash working capital items:
Accounts receivables (15,260) 215,518 (3,791) 33,779
Inventory 77,040 (42,150) 66,334 (47,556)
Accounts payable 131,801 (103,320) 215,350 85,267
Taxes payable 1,918 19,020 (12,833) 11,806
Prepaid expenses - (18,348) 456 (9,938)
Rehabilitation costs - - -
Rehabilitation trust fund - - - -
195,499 70,720 265,516 73,358
Cash flow from (used by) operating activities 100,026 137,289 (10,027) 374,783
CASH FLOWS FROM INVESTING ACTIVITIES
Property, plant and equipment - - (1,623) (20,322)
Cash flow from (used by) investing activities - - (1,623) (20,322)
CASH FLOWS FROM FINANCING ACTIVITIES
Advances from (to) related parties - (195,066) (36,081) (235,910)
Issuance (purchase) of share capital - - 53,760 85,500
Repayment of long term debt - - (158,273)
(195,066) 17,679 (308,683)
Cash flow from (used by) financing activities - (195,066) 17,679 (308,683)
Increase (decrease) in cash flow 100,026 (57.777) 6,029 45,778
Cash, beginning of period 50,702 304,786 144,699 201,231
Cash, end of period $ 150,728 $ 247,009 §$ 150,728 § 247,009

SUPPLEMENTARY CASH FLOW INFORMATION (note 15)

The accompanying notes are an integral part of these consolidated financial statements. These financial statements should be read in
conjuction with the audited statements of the year ended March 31 2006.
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Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

1. NATURE OF OPERATIONS AND GOING CONCERN

Diamcor Mining Inc. (the “Company”) was incorporated under the Company Act of British Columbia. Its principal business activity is the
production of diamonds in South Africa through its subsidiaries So Ver Mine (Pty) Ltd., Ongaza Mining and Exploration (Pty) Ltd. and
BlueDust (Pty) Ltd.

On April 8th 2005, the Company reached a final settlement agreement with the minority shareholder wherein both parties agreed to
resolve all claims among themselves in exchange for the Company paying $85,000 to the minority shareholder for the remaining shares
in the So Ver Mine (Pty.) Ltd., assignment of So Ver indebtedness to the minority shareholder and $65,000 to relinquish all other claims
by the minority shareholder against Diamcor, So Ver and various other parties. As a result of this the Company obtained 100% of So Ver
and will continue to operate the mine and expand its mining activities to other mineral properties in South Africa. The following
transaction took place as a result of this settlement:

Long-term debt $603,110
Settlement payment (65,000)
Debt settlement gain (Note 11) $538,110

These consolidated financial statements have been prepared assuming the Company will continue on a going-concern basis. The
Company has incurred losses since inception and the ability of the Company to continue as a going concern depends upon its ability to
develop profitable operations and to continue to raise adequate financing. Management is actively targeting sources of additional
financing through alliances with financial, exploration and mining entities, or other business and financial transactions which would
assure continuation of the Company’s operations and exploration programs. In order for the Company to meet its liabilities as they come
due and to continue its operations, the Company is solely dependent upon its ability to generate such financing.

There can be no assurance that the Company will be able to continue to raise funds in which case the Company may be unable to meet
its obligations. Should the Company be unable to realize its assets and discharge its liabilities in the normal course of business, the net
realizable value of its assets may be materially less than the amounts recorded on the balance sheets.

Dec 31 March 31
2006 2006
Deficit $ (7,483,884) $ (6,893,852)

Working capital (deficiency) $§  (379,052) §  (119,565)




Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

2. SIGNIFICANT ACCOUNTING POLICIES
Principles of consolidation

These consolidated financial statements include the accounts of the Company, its 74% owned subsidiary Ongoza Mining & Exploration
(Pty) Ltd. (formerly Zelpy 1623 (Pty) Ltd.), BlueDust (Pty) Ltd. and So Ver Mining (PTY) Ltd. All significant inter-company balances and
transactions have been eliminated. The non-controlling interest has not been adjusted for due to the deficit in Ongoza Mining &
Exploration (Pty) Ltd.

Cash and cash equivalents

Cash and cash equivalents include balances with banks and short-term investments with maturities of three months or less.

Inventory

Inventory, which includes rough diamond consumables, are stated at the lower of cost, cost of production or estimated net realizable
value. Cost is determined according to the first in first out method. Net realizable value is the estimated selling price in the ordinary
course of business less completion and selling expenses.

Property, plant and equipment

Property, plant and equipment are recorded at cost and are amortized either using the straight-line method over the estimated useful
lives of the individual assets (Property, plant and equipment) or on a declining basis (Office equipment) at the following annual rates:

Office equipment 12.5%
Property, plant and equipment 15.0%

In the year of acquisition half the normal rates are used.
Mineral properties

The Company records its interests in mineral properties and areas of geological interest at cost. All direct and indirect costs relating to
the acquisition of these interests are capitalized on the basis of specific claim blocks or areas of geological interest until the properties to
which they relate are placed into production, sold or where management has determined there to be an impairment. These costs will be
amortized on the basis of units produced in relation to the proven reserves available on the related property following commencement of
production. Mineral properties which are sold before that property reaches the production stage will have all revenues from the sale of
the property credited against the cost of the property. Properties which have reached the production stage will have a gain or loss
calculated based on the portion of that property sold. The recorded cost of mineral property interests is based on cash paid and the
assigned value of share consideration costs incurred. The recorded amount may not reflect recoverable value as this will be dependent
on the development program, the nature of the mineral deposit, commodity prices, adequate funding and the ability of the Company to
bring its projects into production.

Cost of maintaining mineral properties
The Company does not accrue the estimated future costs of maintaining its mineral properties in good standing.
Revenue recognition

Sales are recognized upon delivery of products (primarily rough cut diamonds) and customer acceptance. Sales are shown net of sales
taxes and trade discounts.



Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

2. SIGNIFICANT ACCOUNTING POLICIES (continued from previous page)
Foreign currency translation

The Company’s subsidiaries are integrated foreign operations and are translated into Canadian dollar equivalents using the temporal
method. Monetary items are translated at the exchange rate in effect at the balance sheet date; non-monetary items are translated at
historical exchange rates. Income and expense items are translated at the average exchange rate for the period. Exchange gains or
losses arising on translation of foreign currency items are included in operating results.

Stock-based compensation

The Company uses the fair value method of accounting for all stock-based compensation, including options granted under the
Company’s incentive stock option plan. Compensation expense for options granted is determined based on the estimated fair values of
the stock options at the time of grant, the cost of which is recognized over the vesting periods of the respective options. Stock-based
compensation expense is recorded as a charge to operations with a corresponding credit to contributed surplus. Consideration paid for
shares on the exercise of options is credited to share capital.

Future income taxes

Future income taxes are calculated using the asset and liability method whereby future tax assets and liabilities are recognized for the
future tax consequences attributable to temporary differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Future tax assets and liabilities are measured using enacted or substantively enacted tax rates
expected to apply when the asset is realized or the liability settled. The effect on future tax assets and liabilities of a change in tax rates
is recognized in income in the period that substantive enactment or enactment occurs. To the extent that the Company does not consider
it to be more likely than not that a future tax asset will be recovered, it provides a valuation allowance against the excess. (Note 10).

Earnings (loss) per share

The earnings per share figures are calculated using the weighted monthly average number of shares outstanding during the respective
years. The calculation of diluted earnings per share figures under the Treasury Stock Method considers the potential exercise of
outstanding share purchase options and warrants to the extent each option, warrant or contingent issuance was dilutive.

Asset retirement obligation

The Company recognizes the fair value of its asset retirement obligation (“ARQ”) in the period in which it is incurred and when a
reasonable estimate of fair value can be made. The fair value of the estimated ARO is recorded as a long-term liability, with a
corresponding increase in the carrying amount of the related asset. The capitalized amount is amortized at a reasonable rate based on
the useful life of property and equipment. The liability amount is increased each reporting period due to the passage of time and the
amount of accretion is charged to earnings in the period. Revision to the estimated timing of cash flows or to the original estimated
undiscounted cost would also result in an increase or decrease to the ARO. Actual costs incurred upon settiement of the ARO are
charged against the ARO to the extent of the liability recorded. Any difference between the actual costs incurred upon settlement of the
ARO and recorded liability is recognized as a gain or loss in the Company’s earnings in the period in which the settlement occurs.



Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

2. SIGNIFICANT ACCOUNTING POLICIES (continued from previous page)
Measurement uncertainty

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Accounts receivable are stated after evaluation as to their collectibility and an appropriate allowance for doubtful accounts is provided
where considered necessary. The amounts recorded for depreciation of property and equipment and the provisions for asset retirement
obligation are based on estimates. By their nature, these estimates are subject to measurement uncertainty and the impact on the
financial statements of future periods could be material if actual results differ from these estimates. These estimates and assumptions
are reviewed periodically and, as adjustments become necessary they are reported in earnings in the periods in which they become
known.

3. REHABILITATION TRUST FUND
December 31 March 31

2006 2006

Deposit at Department of Minerals and Energy in South Africa for Rehabilitation Costs ~ $ 44,476 $50,291

4. PROPERTY, PLANT AND EQUIPMENT

December 31 March 31
2006 2006
Accumulated Net Book Accumulated Net Book
Cost Amortization Value Cost Amortization Value
Property, 591,584 299,748 291,836 589,961 250,296 339,665
plant and
equipment
$591,584 $299,748 $291,836 $589,961 $250,296 $339,665




Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

5. MINERAL PROPERTIES

Title to mineral properties

Title to mining properties involves certain inherent risks due to the difficulties of determining the validity of certain claims as well as the
potential for problems arising from the frequently ambiguous conveyance history characteristic of many mining properties. The Company
has diligently investigated rights of ownership of all of the mineral concessions in which it has an interest and, to the best of its
knowledge, all agreements relating to such ownership rights are in good standing. However, this should not be construed as a guarantee
to title. The concessions may be subject to prior claims, agreements or transfers and rights of ownership may be affected by undetected
defects.

Dec 31 March 31

2006 2006

Balance, beginning of period  $ 172,748 $ 345,497
Amortization 129,561 172,749

Balance, end of period $ 43,187 $172,748

The So Ver tailings re-treatment diamond mine is located in the Kimberley area of South Africa. On April 8" 2005, the Company obtained
100% ownership. As of the third quarter ending December 31, 2006, operations at the So Ver tailings re-treatment mine using the main
larger plant had been suspended. Operational focus has now shifted to de-commissioning of the larger plant and the possible
implementation of a smaller “portable” processing plant system with much lower fixed operating costs to work the remaining tailings.

6. ASSET RETIREMENT OBLIGATION

The total future asset retirement obligation was estimated based on the Company’s net ownership interest in all mines and facilities,
estimated costs to reclaim and abandon the mines and facilities and estimated timing of the costs to be incurred in future periods. The
Company has estimated the net present value of its total asset retirement obligation to be $171,299 beginning in 2004 based on a future
liability of $339,792. These payments are expected to be made over the life of the mine with the majority of the costs incurred between
2007 and 2008. The Company’s credit adjusted risk-free rate of 12.0% and an inflation rate of 3.0% were used to calculate the net
present value of the asset retirement obligation.

The following table reconciles the Company’s total asset retirement obligation:

Dec 31 March 31

2006 2006

Balance, beginning of year $ 240,662 § 214,877
Accretion 21,661 25,785
Balance, end of year $ 262,323 § 240,662



Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

7. SHARE CAPITAL

On November 27 2006 the company completed a reverse split of 1 share for 10.

Authorized:

Unlimited common voting shares, no par value

Number Amount
of Shares
Issued:
Balance, March 31, 2005 2,848,781 $5,977,833
Issued during 2006:
Purchase of minority share interest (a) - (85,000)
Exercise of warrants (b) 10,000 10,000
Settlement of Debt (c) (d) 75,500 75,500
Balance, March 31 2006 2,934,281 5,978,333
Issued during 2006:
Exercise of warrants 20,000 20,000
Exercise of options 23,400 33,760
Balance, December 31, 2006 2,977,681 $6,032,093

Included in issued capital stock are 1,668 common shares held in escrow as required by the regulatory authorities.

(a) As part of the settlement agreement with the minority shareholder, 50,000 shares were purchased at the market rate of
$1.70 per share.

(b) Warrants were exercised by a director of the Company.
(c) 22,000 shares for settlement of previous years accounting fees.

(d) 53,500 shares for settlement of consulting fees.
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Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

7. SHARE CAPITAL (continued from previous page)
Warrants

The following warrants were outstanding at December 31, 2006:

Number Exercise
of Shares Price Expiry Date
53,500 $1.30 August 4, 2007

Stock options

The Company adopted a formal stock option plan in December 2003 and follows the TSX Venture Exchange (the “Exchange”) policy
under which it is authorized to grant options to directors and employees to acquire up to 10% of its issued and outstanding common
stock. Under the policy, the exercise price of each option equals the market price of the Company's stock, less applicable discounts
permitted by the Exchange, as calculated on the date of grant. The options can be granted for a maximum term of 5 years.

December 31 March 31
2006 2006
Weighted Weighted
Average Average
Number  Exercise Number  Exercise
of Options Price of Options Price
Outstanding, beginning of year 184,865 $1.40 184,865 $1.40
Options Granted 90,000 $1.20
Options Exercised 23,400 $1.40
Outstanding, end of period 251,465  $1.40 184,865  $1.40
Options exercisable, end of period 251,465  $1.40 184,865 $1.40

-11 -



Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

7. SHARE CAPITAL (continued from previous page)

The following stock options were outstanding at December 31, 2006:

Number of options Exercise
outstanding and exercisable Price  Weighted average remaining life Expiry date
100,186 $1.50 5 May 21, 2007
6,647 $1.40 5 June 12, 2007
54,631 $1.40 75 July 18,2007
90,000 $1.20 4.25 March 16,2011

Stock-based compensation
The Company has recognized $108,000 in stock based compensation in the current fiscal year (nil in 2008).

The following weighted average assumptions were used for the Black-Scholes option pricing model valuation of stock options granted
during the year:

Dec 31 March 31

2006 2006

Risk-free interest rate 417% 3.20%
Expected life of options  5years 5 years
Annualized volatility 127% 127%

Dividend 0% 0%

Option pricing models require the input of highly subjective assumptions including the expected price volatility. Changes in the
subjective input assumptions can materially affect the fair value estimated, and therefore the existing models do not necessarily provide
a reliable single measure of the fair value of the Company’s stock options.
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Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

8. CONTRIBUTED SURPLUS

Dec 31 March 31
2006 2006

Balance, beginning of year  $ 1,008,387 $ 1,008,387

Stock-based compensation 108,000

Balance, end of period $1,116,387 $ 1,008,387

9. RELATED PARTY TRANSACTIONS

The Company paid or accrued the following to directors, former directors and to companies controlled by directors and former directors
of the Company:

Dec 31 March 31
2006 2006

Salaries and consulting ~ $92,546  $70,233
Office $11,046  $17,200

These transactions were in the normal course of operations and were measured at the exchange amounts, which is the amount of
consideration established and agreed to by the related parties. As at December 31, 2006, the Company owed $183,425 ($111,337 in
2006) to directors of the Company and its subsidiaries, companies controlled by a director, an individual related to a director and to
former directors. The fair value of amounts due to or from related parties cannot be determined as there are no specific terms of
repayment and no interest is charged. A portion of the related party amount owing that was settled during 2006 was forgiven to the
company resulting in a debt settiement gain of $130,000 recorded for 2006. (Note 11)
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Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

10. INCOME TAXES

A reconciliation of income taxes (recovery) at statutory rates with the reported income taxes (recovery) is as follows:

March 31 2006 March 31 2005

Net income (loss) for year $ 425,250 $ (599,099)
Computed taxes paid (recovered) at statutory rates $74,960 $ (251,622)
Difference in foreign tax rates (1,470) (68,112)
Non-taxable items 94,971 186,642
Deductible items (52,376) (852)
Under provision previous years 9,933 -
Unrecognized benefits of non-capital losses (94,062) 133,944
Income tax $ 31,956 $-

The significant components of the Company’s future tax assets are as follows:

March 312006  March 31 2005

Property, plant and equipment $1,927 $ 6,000
Mineral property expenditures 23,186 248,000
Share issuance costs - 2,000
Non-capital losses carry forward 763,499 1,161,000
788,612 1,417,000
Less: valuation allowance (786,884) (1,417,000)
$1,728 $-
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Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31 2006

10. INCOME TAXES (continued from previous page)

The Company had the following estimated tax pool balances at March 31, 2006:

2006 2005
Canadian Exploration Expense $ 4,605 $ 4,605
Canadian Development Expense 64,400 92,000
Undepreciated Capital Cost 3,174 3,658

Non-capital loss carry-forward $2272,317  $2,683,140

The Company has available for deduction against future taxable income non-capital losses of approximately $2,272,317 at March 31,
2006 ($2,683,140 in 2005). These losses, if not utilized, will expire commencing 2008. Subject to certain restrictions, the Company also
has resource expenditures available to reduce taxable income in future years. Future tax benefits which may arise as a result of these
non-capital losses and resource deductions have not been recognized in these financial statements due to the uncertainty of their ability

to be realized.

In assessing the ability of future tax assets to be realized, management considers whether it is more likely than not that some portion or
all of the future tax assets will not be realized. The ultimate realization of future tax assets is dependent upon the generation of future
taxable income during the periods in which those temporary differences become deductible. Management considers the scheduled
reversal of future tax liabilities, projected future taxable income, and tax planning strategies in making this assessment. The amount of
the future tax asset considered realizable could change materially in the near term based on future taxable income during the carry
forward period. A valuation allowance has been provided against all net future tax assets, as realization of such net assets is uncertain.

11. DEBT SETTLEMENT GAINS

Dec 31 2006 March 31 2006
Settlement of debt from minority share purchase (Note 1)  $ - $ 538,110
Cash gifted to Company from related party (Note 9) - 130,000
$ - $ 668110
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Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

12. FINANCIAL INSTRUMENTS

The Company's financial instruments consist of cash, receivables, income tax receivable, amounts due from related parties, accounts
payable and amounts due to related parties. Unless otherwise noted, it is management's opinion that the Company is not exposed to
significant interest, currency or credit risks arising from these financial instruments. The fair value of these financial instruments
approximates their carrying values.

The Company is exposed to credit risk only with respect to uncertainties as to timing and collectability of receivables. The Company
mitigates credit risk through standard credit and reference checks. The Company is exposed to financial risk arising from fluctuations in
foreign exchange rates and the degree of volatility of these rates. The Company does not use derivative instruments to reduce its
exposure to foreign currency risk.

The Company’s Subsidiary in South Africa operates using principally the U.S Dollar and the South African Rand and as such may be
negatively affected by fluctuations in foreign exchange rates when translating from the currency of measurement of the Company’s
subsidiary to the Company’s reporting currency.

13. CORRECTION OF AN ERROR

During the year, the Company determined that the 2005 financial statements were erroneously missing an asset retirement obligation.
The error was corrected retroactively and the prior year financial statements were restated.

The changes for the asset retirement obligation correction decreased the deficit by $118,204 (decreased by $168,634 in 2005),
increased property, plant and equipment by $109,631 (increased by $137,039 in 2005), increased the provision for asset retirement
obligation by $214,877 (increased by $191,854 in 2005) and decreased the old provision for future site restoration by $223,450
(decreased by $223,450 in 2005). The impact of this change on net income for the period ending March 31, 2005 was $50,431.

14, CHANGE IN ESTIMATE

During the year, the property, plant and equipment in the subsidiary company, So Ver Mine (Pty) Ltd., calculated amortization for the
period based on the remaining carrying value of the assets and the expected remaining life of the mine being 2 years. This was applied
prospectively to the financial statements.

15. SUPPLEMENTARY CASH FLOW INFORMATION

Dec 312006 2006

Interest paid $577  $2977

Income taxes paid (recovered) $12,833 §$(4,737)
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Diamcor Mining Inc.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31 2006

16. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current year's presentation.

17. SUBSEQUENT EVENTS

Subsequent to December 31, 2006, and as part of the settlement agreement with the minority shareholder reached on April 8, 2005,
50,000 shares purchased by Diamcor Mining Inc., are to be released back into treasury.

On January 19, 2007 the Company announced its intent to complete a non-brokered private placement financing of up to $500,000.00
(cnd). The private placement consisted of the sale of 2,777,778 units at a price of $0.18 per unit. Each unit consisted of one common
share and one common share purchase warrant. Each warrant entitles the holder thereof to acquire one additional common share at an
exercise price of $0.27 for a period of two years from the closing date. In addition to the private placement, and in an effort to strengthen
the balance sheet, the Company also entered into share for debt agreements with creditors to settle a total of $226,499.28 in debt
through the issuance of 1,258,329 common shares in the Company also at a deemed value of $0.18, along with 902,920 two year
warrants entitling the holders thereof to acquire one additional common share of the Company at an exercise price of $0.27.

On February 27, 2007 the Company issued a press release indicating it had received all required exchange approvals, and had closed
both the private placement financing and the share for debt.
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