NAMIBIAN MINERALS CORPORATION

CONSOLIDATED FINANCIAL STATEMENTS

31 December 2000

(Audited)



Report of Management

The accompanying consolidated financial statements and all of the data included in this report have been prepared by and
are the responsibility of the management of Namibian Minerals Corporation. The consolidated financial statements have
been prepared in accordance with accounting principles generally accepted in Canada and reflect management's best
estimate and judgements based on currently available information. The Company has developed and maintains systems of
internal accounting controls in order to assure, on a reasonable and cost-effective basis, the reliability of its financial
information and that the assets are safeguarded from loss.

The Board of Directors is responsible for ensuring that management fulfils its responsibilities for financial reporting and
internal control. The Board exercises its responsibilities through the Audit Committee of the Board, which has to satisfy
itself that management's responsibilities are properly discharged and to review the financial statements before they are
presented to the Board of Directors for approval. The Company's external auditors have full and unrestricted access to the
Audit Committee.

The consolidated financial statements have been audited by Deloitte & Touche LLP, Chartered Accountants. Their report
outlines the scope of their examination and opinion on the consolidated financial statements.

18 May 2001

(Signed) J A Holberton

J A Holberton

Chairman, Chief Executive Officer and Director
(Signed) J C F Purdy

J C F Purdy
Chief Financial Officer and Director



Auditors® Report

To the Shareholders of
Namibian Minerals Corporation

We have audited the consolidated balance sheets of Nambian Minerals Corporation as at December 31, 2000 and 1999 and
the related consolidated statements of operations and retained earnings (deficit) and cash flows for each of the years in the
two year period ended December 31, 2000 and 1999, for the seven months ended December 31, 1998 and the year ended
May 31, 1998. These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

With respect to the consolidated financial statements for the year ended December 31, 2000, we conducted our audit in
accordance with Canadian generally accepted auditing standards and United States generally accepted auditing standards.
With respects to the consolidated financial statements for the year ended December 31, 1999, the seven month ended
December 31, 1998 and the year ended May 31, 1998, we conducted our audits in accordance with Canadian generally
accepted auditing standards. Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the
Company as at December 31, 2000 and 1999 and the results of its operations and its cash flows for each of the years in the
two year period ended December 31, 2000, and 1999, for the seven months ended December 31, 1998 and the year ended
May 31, 1998 in accordance with Canadian generally accepted accounting principles.

(Signed) Deloitte & Touche LLP

Deloitte & Touche LLP
Chartered Accountants
Vancouver, Canada

18 May 2001

Comments by Auditor on Canada — United States Reporting Differences
United States reporting for auditors require the addition of an explanatory paragraph for the following:

(M when the financial statements are affected by conditions and events that cast substantial doubt on the Company’s
ability to continue as a going concern, such as those described in Notes 1 and 21 to the financial statements.

(i) when the financial statements reflect a change in accounting policy, such as described in Note 3 (p) for future
income taxes. The adoption of this policy had the effect of increasing the future income tax liability on the
acquisition of Ocean Diamond Mining Holdings Limited by $12,700,000 with a corresponding increase in
goodwill.

(iii) When the financial statements reflect a significant subsequent event, such as described in Note 21 to the financial
statements.

Although we conducted our audits in accordance with both Canadian generally accepted auditing standards and United
States generally accepted auditing standards, our report dated 18 May 2001 is expressed in accordance with Canadian
reporting standards which do not permit a reference to such conditions and events in the auditors’ report when these are
adequately disclosed in the financial statements.

(Signed) Deloitte & Touche LLP

Deloitte & Touche LLP
Chartered Accountants
Vancouver, Canada

18 May 2001



Namibian Minerals Corporation
Consolidated Balance Sheets
United States Dollars

Statement 1

As at 31 As at 31
December December
ASSETS 2000 1999
$000 $000
Current Cash — Statement 3 4,394 20,033
Accounts receivable 1,207 1,196
Prepayments 231 530
Inventories (Note 4) 6,075 5,279
Marketable securities (Note 5) 51 97
11,958 27,135
Exploration and development costs (Note 6) 15,450 14,098
Capital assets, net of amortization (Note 7) 109,440 71,926
Deferred costs (Note 8) 703 718
Goodwill (Note 9) 33,098 33,449
Other assets 274 308
170,923 147,634
LIABILITIES

Current Accounts payable and accrued liabilities 12,097 8,624
Bank overdraft 1,171 -
Advance receipt on inventory sales 4,250 -
Current portion of long term debt (Note 10) 16,535 16,833
34,053 25,457
Future income taxes (Note 12) 14,715 14,900
Long term debt (Note 10) 37,710 14,228
86,478 54,585
Non controlling interest (Note 14) 400 1,300

SHAREHOLDERS® EQUITY
Share capital (Note 11a) 90,169 83,802
Warrants (Note 8) 406 500
Exchangeable debentures (Note 11b) 1,550 4,615
Contributed surplus 459 459
Cumulative foreign exchange adjustment (13,637) (3,124)
Retained earnings - Statement 2 5,098 5,497
84,045 91,749
170,923 147,634

Continuing Operations (Note 1)
Contingency (Note 20)

ON BEHALF OF THE BOARD:

(Signed) J A Holberton (Signed) J C F Purdy
J.A. HOLBERTON J.C.F. PURDY
Chairman, Chief Executive Chief Financial Officer

Officer and Director and Director 18 May 2001



Namibian Minerals Corporation

Consolidated Statements of Operations and Retained Earnings (Deficit)

United States Dollars

Statement 2

For the 12 For the 12 For the 7 For the 12
months months months months
ended 31 ended 31 ended 31 ended 31
December December December May
2000 1999 1998 1998
$000 $000 $000 $000
Income Revenue from diamond sales 41,769 42,808 12,984 -
Interest earned 789 632 111 688
Gain on marketable securities 30 354 128 372
42,588 43,794 13,223 1,060
Expenses Direct production costs 22,149 13,717 4,351 -
Royalty payment 3,308 3,732 1,264 -
Marketing costs 976 866 324 -
General office costs, including salaries 4,755 3,762 1,980 3,892
General exploration and development costs - - - 3,254
Write-down of marketable securities 45 - 350 -
Amortization - capital assets 5,778 3,665 1,807 959
- exploration and development costs 428 - - -
- deferred costs 477 60 - -
Interest paid - long term debt 1,924 460 32 22
- other 240 138 - -
(40,080) (26,400) (10,108) (8,127)
Earnings (loss) for the period before taxes and goodwill 2,508 17,394 3,115 (7,067)
Recovery of income taxes 900 - - -
Earnings (loss) for the period before goodwill 3,408 17,394 3,115 (7,067)
Goodwill amortization (2,401) (256) (7) (12)
Earnings (loss) for the period 1,007 17,138 3,108 (7,079)
Retained earnings (deficit) — beginning of
period 5,497 (10,607) (13,576) (6,377)
Accretion on equity component of exchangeable
debenture (net of tax ) - (276) (139) (120)
Dividend (1,406) (758) - -
Retained earnings (deficit) — end of period 5,098 5,497 (10,607) (13,576)
$ $ $ $
Basic earnings (loss) per share for the period before goodwill 0.07 0.43 0.08 (0.19)
Basic earnings (loss) per share for the period after goodwill 0.02 0.43 0.08 (0.19)
Fully diluted earnings (loss) per share for the period 0.02 0.40 0.08 (0.19)
Dividend per share 0.03 0.02 - -
Weighted average number of shares outstanding
In thousands 46,842 40,233 37,850 37,690



Namibian Minerals Corporation
Consolidated Statements of Cash Flows
United States Dollars

Statement 3

For the 12 For the 12 For the 7 For the 12
months months months months
ended 31 ended 31 ended 31 ended 31
December December December May
Cash resources provided by (used in) ;888 iggg éggg éggg
Operating activities  Earnings (loss) for the period 1,007 17,138 3,108 (7,079)
Items not affecting cash
Amortization - capital assets 5,778 3,665 1,807 959
- goodwill 2,401 256 7 12
- exploration and
development costs 428 - - -
- deferred costs 477 60 - -
Issue of share capital not for cash - - - 180
Writedown of marketable securities 45 - 350 -
Gain on sale of marketable securities (30) (354) (128) (372)
Income tax recovery (900) - - -
Changes in non-cash working capital 6,740 1,942 (4,862) 4,007
(Note 15)
Net cash provided by (used in)
operating activities 15,946 22,707 282 (2,293)
Investing activities Exploration and development costs (1,780) (1,885) 750 (9,851)
Capital assets (49,989) (14,304) (933) (11,846)
Marketable securities 30 413 128 1,382
Acquisition of ODM (Note 13) (2,623) (31,630) - -
Net cash used in investing activities (54,362) (47,406) (55) (20,315)
Financing activities Share capital 1,946 10,812 23 13,187
Bank overdraft 1,171 - - -
Exchangeable debentures - - - 5,000
Long term debt 21,921 31,061 - -
Exchangeable debentures repayment - (280) (255) -
Dividend payment (1,406) (758) - -
Financing costs paid (112) - - -
Net cash provided by (used in)
financing activities 23,520 40,835 (232) 18,187
Net increase (decrease) in cash (14,896) 16,136 (5) (4,421)
Effect of foreign exchange movement
on cash balances (743) - - -
Cash position — beginning of period 20,033 3,897 3,902 8,323
Cash position — end of period 4,394 20,033 3,897 3,902

Supplemental cash flow information (Note 15)

During the period the Company issued 1,089,524 (1999: 85,550) common shares on the redemption of $3,065,000 (1999:
90,578 (1999: nil) common shares by way of satisfaction of the
interest payable on the 6% exchangeable debentures (note 11(b), and 400,000 (1999: nil) common shares for a deemed
value of $2,044,000 and cash received of $1,600,000 upon exercise of warrants issued in conjunction with the IBM loan

$385,000) 6% exchangeable debentures (note 11 (b)),

(note 11(e)).

During the period to 31 December 1999 the Company acquired 92.5% of Ocean Diamond Mining Holdings Limited
(“ODM”) by issuing 1,650,000 common shares at a deemed value of $5,363,000, 3,354,340 shares at a deemed value of
$13,407,000 and payment of cash (net of cash acquired of $9,050,000) of $31,630,000.
2000, the Company increased the interest in ODM to 97.7% by issuing 228,104 common shares at a deemed value of $4

per share, and payment of cash of $2,623,000(Note 13).

In the period to 31 December



Namibian Minerals Corporation

Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

1. Continuing operations

The Company, through its subsidiaries, is engaged principally in marine
diamond exploration and mining off the coast of Namibia and marine diamond
exploration off the coast of South Africa.

These financial statements have been prepared in accordance with Canadian
generally accepted accounting principles applicable to a going concern which
assume that the Company will realize its assets and discharge its liabilities in
the normal course of business. Realization values may be substantially
different from carrying values as shown in these financial statements should
the Company be unable to continue as a going concern. In the fourth quarter
of 2000, the Company had negative working capital. Subsequent to 31
December, 2000, the Company’s NamSSol mining tool was damaged and
together with delays in commissioning the second generation mining tool Nam
2, the Company’s financial position and liquidity deteriorated, as disclosed in
Note 21.

As a result, the Company placed six of its South African subsidiaries and
three of its Namibian subsidiaries into provisional liquidation in February
2001. The Namibian subsidiaries were released from provisional liquidation
on 7 May, 2000. The Company has raised, net of expenses, approximately
$24,400,000 in the subsequent period. However, it should be noted that as at
31 December 2000 the Company has a working capital deficiency of
$22,095,000 and long term debt outstanding at $37,710,000.

The Company’s ability to meet its obligations and maintain its operations is
contingent upon a combination of the following factors: i) regaining profitable
operations, ii) the continuing support of its banks and the successful
rescheduling of its debt repayments, iii) continuance of vessel charters and iv)
the successful reversal from provisional liquidation of those subsidiaries that
remain in provisional liquidation. The Company may also need to raise
further additional funds. These factors create significant doubt as to the
Company continuing as a going concern.

See Note 21 for the discussion of these events and management plans.

2. Directors

The directors of the Company at the end of the period and as of the date of
signing the consolidated balance sheet are as follows:

J. A. Holberton
J. C. F. Purdy
A. E. Buxton
H.L. Beck

C. Civelli

L. Geingos

Y. Surtee




Namibian Minerals Corporation

Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

3. Significant accounting
policies

These consolidated financial statements have been prepared in

accordance with accounting principles generally accepted in Canada
(“Canadian GAAP”), which, in the case of the Company, conform in all
material respects with accounting principles generally accepted in the United
States of America (“U.S. GAAP”), except as explained in Note 19.

These consolidated financial statements have been prepared in United
States Dollars, the Company’s functional currency.

In 1998, the Company changed the reporting period from 31 May to 31
December.

The significant accounting policies used in these Consolidated Financial
Statements are as follows:

a) Consolidation

These consolidated financial statements include the accounts of the
Company and its subsidiaries (“the Group™”). The principal
subsidiaries (wholly owned unless indicated otherwise) are as
follows:

- Namco B.V., Netherlands

- Namco Mark Il Limited, United Kingdom

- Namco Services Limited, United Kingdom

- Namco (UK) Limited, United Kingdom

- Namibian Minerals Corporation Limited, Gibraltar

- Namco (Gibraltar) Limited, Gibraltar

- Island Diamonds Limited, Namibia (97.7%)

- Namco Namibia (Pty.) Limited, Namibia

- Ocean Diamond Mining of Namibia (Pty.) Ltd, Namibia
(97.7%)

- NMS Management Services (Pty.) Limited, Namibia

- Inshore Diamond Mining (Pty.) Limited, South Africa (97.7%)

- Namco Project Management (Pty.) Ltd, South Africa

- Namco (Pty) Ltd, South Africa

- Namco Exploration South Africa (Pty.) Ltd

- Namco South Africa (Pty.) Limited, South Africa

- N.D. Charterers (Pty.) Ltd, South Africa

- Ocean Diamond Mining Southern Africa Limited, South Africa
(97.7%)

- Pinette Investments (Pty.) Limited, South Africa

b) Use of estimates

The preparation of financial statements in conformity with 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. Actual results could differ
from these estimates.



Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

3. Significant accounting
policies (continued)

d)

€)

f)

9)

Cash

Cash includes short term money market instruments with terms to
maturity at the date of issue not exceeding ninety days.

Inventories

Inventories are valued at the lower of cost and net realisable value.
Diamond inventory is costed at the average cost of production and
supplies inventory is costed at actual cost on a first in first out basis.

Marketable securities

Marketable securities are carried at the lower of cost or market
value.

Exploration and development costs

The Group is mining two of its mineral properties and is in the
process of exploring its other mineral properties (as detailed in note
6).

Exploration and development costs are capitalized on an individual
prospect basis until such time as an economic reserve is defined and
mining is commenced or the mineral property abandoned.

The recoverability of the amounts capitalized for the undeveloped
mineral properties is dependent upon the determination of
economically viable resource and the ability of the Company to
obtain the necessary financing to complete their developments.

Capitalized costs are amortized subsequent to commercial production
on a unit-of-production basis over the estimated resources. The unit-
of-production is carats mined.

Mining Licences acquired are capitalized at cost and are amortized
over the lesser of the remaining life of the mining license or fifteen
years.

Management regularly reviews the carrying value of producing
mineral properties for impairment in value, utilizing discounted
estimates of future cash flows. Any resulting writedowns are
charged to earnings.

Goodwill

Goodwill arising on acquisitions is amortized on the straight-line
basis over fifteen years. Management regularly reviews the carrying
value of goodwill for impairment in value utilizing discounted
estimates of future cash flows. Any resulting write downs are
charged to earnings.

3



Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

3. Significant accounting h)
Policies (continued)

1)

Exchangeable debentures

The fair value of the exchangeable debentures is estimated using
discounted cash flow analysis based on borrowing rates currently
available for similar terms and maturities. The exchangeable
debentures have been segregated into their debt and equity
components.  The financial liability component, representing the
present value of the future interest payments is included in long term
debt. The remaining component, representing the value ascribed to
both the holders® option to convert the principal balance into common
shares and the Company's right to pay the principal amount of the
instrument into common shares, is classified in shareholders® equity
as equity component of exchangeable debentures. These components
are measured at their respective fair values at the dates the
exchangeable debentures were originally issued.

The current fair value of the debt component approximates its fair
value due to the short-term maturity and the market interest rate.

Fair value of financial instruments

The Company believes based upon current information that the
carrying value of the Company’s cash, accounts receivable and
accounts payable and accrued liabilities approximates fair value. The
estimated fair values of debt and derivative instruments, except as
described in note 10, which approximate carrying value, are
estimated by discounting cash flows using current market rates
available for debt or derivative instruments with similar terms and
maturity.

Cash Flow Risk

The Company is subject to interest rate cash flow risk on its long-
term debt since a significant portion of these liabilities bear interest at
floating rates.

Financial Risk

Financial risk is the risk arising from changes in interest rates and
foreign currency exchange rates. The Company does not use any
derivative instruments to reduce its exposure to fluctuations in
interest rates and foreign currency exchange rates.

Foreign currency translation

Financial statements of the Company's foreign operations are
translated using the current rate method. Adjustments arising from
this translation are deferred and recorded under a separate caption of
Shareholders® Equity and are included in income only when a
reduction in the investment in these foreign operations is realized.



Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

3. Significant accounting k)
policies (continued)

m)

0)

p)

Revenue recognition

Revenue is recognized on confirmation of payment being made, at
which time the diamonds are released.

General exploration costs

General exploration costs incurred when investigating for properties
outside the Group’s area of interest are written off until a resource
property interest is acquired.

Amortization

The Group provides for amortization on the following basis:

Buildings - straight-line over 40 years
Furniture & office equipment - straight-line over 3 to 6 years
Leasehold improvements - straight-line over 5 to 10 years
Mineral properties - unit-of production basis over
the estimated reserves

Motor vehicles - straight-line over 3 to 5 years
Plant & machinery - straight-line over 1 to 10 years
Vessels - straight-line over 10 years

Capital assets are recorded at cost.
Earnings (loss) per share

Earnings (loss) per common share is computed on the basis of the
weighted average number of shares outstanding.

Stock based compensation plans

The Company has one stock-based compensation plan, which is
described in Note 11(c). No compensation expense is recognised for
these plans when stock or stock options are issued to employees.
Any consideration paid by employees on exercise of stock options is
credited to share capital. If stock options are repurchased from
employees, the excess of the consideration paid over the carrying
amount of the stock option cancelled is charged to retained earnings.

Income taxes

The Company has adopted the recommendations of the Canadian
Institute of Chartered Accountants concerning accounting for income
taxes. The retroactive application of this new accounting policy has
increased the deferred tax liability on the acquisition of Ocean
Diamond Mining Holdings Limited by $12,700,000 with a
corresponding increase in goodwill.



Namibian Minerals Corporation

Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

3.

Significant accounting
policies (continued)

p)

Income taxes (continued)

The adoption of the new standards changes the Company’s focus
when accounting for income taxes from a statement of earnings to a
balance sheet approach. Previously, the Company recorded deferred
income taxes based on timing differences in the recognition of
income and expense for tax and financial reporting purposes. The
new standards require the recognition of future income taxes for the
expected future tax consequences between the carrying amount of
balance sheet items and their corresponding tax values.

The new standards also require the Company to compute future
income taxes using the enacted corporate income tax rates for the
years in which the differences will reverse. Previously, deferred
increase tax balances reflected the rates in effect when the differences
arose.

Inventories

As at 31 As at 31
December 2000 December 1999
$000 $000

Diamonds 2,400 2,400
Supplies 3,675 2,879

6,075 5,279

Marketable securities

The mid-market quoted value of the marketable securities as at 31 December
2000 was $51,000 (31 December 1999: $97,000)




Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

6. Exploration and development costs
€)] Namibia and South Africa

The Group holds the rights as specified on the following off-shore
mineral properties:

Concession/Grant Description Type of License Group interest in
Concession/Grant
Mining Licences — Namibia

14/2/3/2/36A-J (inclusive) Mining Licence 36 Diamond mining rights 100%
14/2/3/2/51 Mining Licence 51 Diamond mining rights 100%
14/2/3/2/103A Mining Licence 103A  Diamond mining rights 100%
Prospecting Licences — Namibia

14/2/1/4/2/2027A-1 (inclusive) 2027 Grant Diamond prospecting rights 100%
14/2/1/4/2/1946 Luderitz Bay Grant Diamond prospecting rights 100%
14/2/1/4/2/1950 Hottentot Bay Grant Diamond and phosphorite prospecting rights 100%
14/2/1/4/2/2002 2002 Grant Diamond and phosphorite prospecting rights 100%
14/2/1/4/2/2490 Block A Diamond prospecting rights 65%
14/2/1/4/2/2501 Block L Diamond prospecting rights 50%
14/2/1/4/2/2469-73 (inclusive)  Skeleton Grants Diamond prospecting rights 100%
14/2/1/4/2/2474 Conception Grant Diamond prospecting rights 100%
Prospecting Licences — South Africa

6c 6¢ Concession Precious stones prospecting rights 51%
7b 7b Concession Precious stones prospecting rights 100%
12b 12b Concession Precious stones prospecting rights 100%
l4c 14c Concession Precious stones prospecting rights 51%

In the period, mining took place in Mining Licenses 36, 51 and 103A.
Exploration of all areas is on-going. In 2000, the Group introduced a full time
exploration vessel.

Exploration and development costs in the period can be analysed as follows:

For the 12 For the 12 For the 7 For the 12

months months months months

ended 31 ended 31 ended 31 ended 31

December December December May

2000 1999 1998 1998

$000 $000 $000 $000

Survey 300 200 - -
Bulk sampling 560 1,300 - -
Pre-production costs - - (1,000) 9,976
General operating costs 920 385 250 710
Write off of 12d Concession (428) - - -
Sale of pre-production stock - - - (835)
Transfer to capital assets - - (15,619) -
1,352 1,885 (16,369) 9,851

Balance — beginning of period 14,098 12,213 28,582 18,731
Balance — end of period 15,450 14,098 12,213 28,582




Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

6. Exploration and development costs
(continued)

As at 31 December 1998, there was a transfer from the Luderitz Bay Grant to
capital assets of $15,619,000 which related to mining license 51.

Exploration and development costs to date are allocated between grants and
concessions as follows:

As at 31 As at 31
December December
2000 1999
$000 $000
Luderitz Bay 2,665 2,105
Mining License 103A 8,605 8,305
2002 728 458
Block L 105 105
12b 3,347 2,697
12d Concession - 428
15,450 14,098
7. Capital assets The major categories of capital assets and related accumulated
amortization are as follows:
Cost Accumulated As at 31 As at 31
Amortization December December
2000 1999
Net Book Net Book
Value Value
$000 $000 $000 $000
Furniture & office equipment
2,701 1,065 1,636 1,004
Land & buildings 1,591 103 1,488 1,801
Leasehold improvements
528 168 360 447
Mineral properties (Note 6) 41,309 4,487 36,822 36,488
Motor vehicles 283 195 88 83
Plant & machinery 65,807 5,038 60,769 22,103
Vessels 11,904 3,627 8,277 10,000
124,123 14,683 109,440 71,926

Included in plant and machinery are assets under construction of $ nil (1999:
$6,872,000). The Company at 31 December 2000 had commitments totaling
$1,590,000 (1999:$8,120,000) for additional plant and machinery.




Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

8. Deferred Costs Deferred costs are as follows:
As at 31 As at 31
December December
2000 1999
$000 $000
Deferred financing fees 633 460
Exchangeable debentures 70 258
703 718

Deferred financing fees arise from the issuance of warrants on the draw down of
a loan (see Note 11e). A value of $350,000 (1999: $500,000) has been attributed
to the warrants issued in the period. On exercise of part of the warrants, issued
in 1999, an amount of $444,000 was transferred to share capital. The financing
fee for the IBM and KBC Bank NV loan is being amortized over three years.

The exchangeable debentures charge arose from the extension of the exercise
period of the debenture to 4 December 2001 and is being amortized over one

year.
9. Goodwill

As at 31 As at 31
December December
2000 1999
$000 $000
Goodwill 35,814 33,764
Less: accumulated amortization (2,716) (315)
33,098 33,449




Namibian Minerals Corporation

Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

10. Long term debt

As at 31 As at 31

December December

2000 1999

$000 $000

Financing agreement with Investec Bank (Mauritius) Limited 8,571 25,000
less: current portion (8,571) (16,429)
- 8,571

Financing agreement with HSBC Equator Bank plc and others 23,589 5,376
less: current portion (4,464) (404)
19,125 4,972

Financing agreement with IBM and KBC Bank NV 21,500 -
Less current portion (3,500) -
18,000 -

Other long term debt 585 685
Total long term debt 54,245 31,061
less: current portion (16,535) (16,833)
Long term debt 37,710 14,228

Investec Bank (Mauritius) Limited (“IBM”) has supplied a loan to finance the
purchase of shares in ODM (See Note 13). The IBM loan is subject to an
interest rate margin of 3.85% on the six month British Bankers Association
settlement rate. The interest rate at 31 December 2000 was 10.55%(1999:
9.99%). The IBM loan is secured by the ODM shares and guaranteed by the
Company. The loan is repayable by October 2001.

HSBC Equator Bank plc and others (“HSBC”) have supplied loan financing
for up to $25,000,000 for the building of the second mining system. The
amount was drawn down over the construction and commissioning phase of
the project. Interest rate on 85% of the loan is fixed at 6.75% per annum.
Interest on the remaining 15% is at the one month London inter bank offered
rate plus 1.75%. The interest rate at 31 December 2000 was 8.31% (1999:
7.9%). Repayment of 15% of the loan is by October 2001. Repayment of the
other 85% is over five years in ten equal semi-annual installments
commencing Six

months after the completion of commissioning. The HSBC loan is secured on
the assets of the second mining system and is guaranteed by the Company.

IBM and KBC Bank NV (“KBC”) have supplied loan financing for
$21,500,000 for the capital expenditure program of ODM. The KBC loan is
subject to an interest rate margin of 2.95% on the applicable London inter-
bank offered rate. The rate at 31 December 2000 was 9.61%. The KBC loan
is secured by the ODM shares, and by mortgages on the vessels owned by the
ODM Group and guaranteed by the Company. The loan is repayable by
March 2003, with $3,500,000 being repayable in 2001, $12,000,000 being
repayable in 2002 and the remaining balance at the end of the loan.

10



Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

10. Long term debt (continued)
The Company estimates the fair value of the fixed rate portion of the HSBC
loan using discounted cash flows assuming a borrowing rate equal to the
variable rate portion of the loan equal to the one month LIBOR rate plus
1.75%.
As at 31 As at 31
December December
2000 1999
$000 $000
Carrying value 21,250 4,570
Fair Value 20,436 4,440
The fair value of the remaining long-term debt is estimated to approximate its
fair value at 31 December, 2000 and 1999.
11. Share capital
a) Details are as follows:
Issued and Amount
Fully Paid $000
Balance at 31 May 1997 33,618,476 40,444
Public offer and private placement (i) 3,930,000 12,942
Exercise of options 247,034 245
Agents commission (b) 48,000 180
Balance at 31 May 1998 37,843,510 53,811
Exercise of options 25,000 23
Balance at 31 December 1998 37,868,510 53,834
Employee share bonus and purchase plan 9,900 3
Exercise of options 37,166 73
Exercise of exchangeable debenture 85,550 385
Issuance of shares for subsidiary (Note 13) 5,004,340 18,770
Private placement (ii) 2,721,852 10,737
Balance at 31 December 1999 45,727,318 83,802
Employee share bonus and purchase plan 3,200 1
Exercise of options 63,375 189
Exercise of exchangeable debentures 447,776 2,015
Redemption of exchangeable debenture 732,326 1,206
Issuance of shares for a subsidiary (Note 13) 228,104 912
Warrants 400,000 2,044
Balance at 31 December 2000 47,602,099 90,169

The authorized share capital of the Company is an unlimited number
of common shares of no par value.
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11. Share capital (continued)

b)

Q) An international public offering and a private placement in
Namibia of 3,930,000 common shares at a price of $3.82
per share was completed in September 1997.  Gross
proceeds were $15,013,000 (costs of placement were
$2,071,000).

(i) A private placement of 2,721,852 common shares at a price
of $4.05 per share was completed in October 1999. Gross
proceeds were $11,024,000 (costs of placement were
$287,000).

6% Exchangeable Debentures

The Company completed on 4 December 1997 through a wholly
owned subsidiary, Namco (Gibraltar) Limited, the private placement
of $5,000,000 of 6% Exchangeable Subordinated Debentures,
maturity date 4 December 1999. In the prior period, the redemption
date of the 6% Exchangeable Subordinated Debentures was extended
to 4 December 2000. All other terms remained the same. In the
current period, the redemption date, the conversion price and the
interest rate on the Exchangeable Debentures were changed to 4
December 2001, $2.00 (from $4.50) and 8% respectively. All other
terms remain the same.

The debentures are exchangeable at the option of the debenture
holder into common shares of the Company at the conversion price of
$2 to 4 December 2001. The Company can redeem the debentures in
the period after 4 December 1998 at par plus accrued and unpaid
interest only if the weighted average price at which the common
shares have traded on NASDAQ during 30 consecutive trading days,
ending not more than five days prior to the giving of notice of
redemption, is at least $6.50. The Company may satisfy the
obligation to pay the principal amount of the debentures on
redemption or at the maturity date by issuing common shares at a
conversion price of 95% of the weighted average price of the
common shares on NASDAQ for 30 consecutive trading days ending
not more than five days prior to redemption or maturity. The
Company may, at its own discretion, satisfy the obligation to pay the
interest amount on the debentures in cash or by issuing common
shares at a conversion price of the weighted average price of the
common shares on NASDAQ for 30 consecutive trading days ending
not more than five days prior to the payment date. The agent’s fee
payable was 6% of the principal amount of the debentures, settled by
the issuance of 48,000 common shares at a conversion price of $3.75
per common share and $120,000 in cash.

In the period, 447,776 shares were issued on the exercise of
$2,015,000 of the debentures and 641,748 shares were issued on the
redemption of $1,050,000 of the debentures. The interest paid in
December 2000 was satisfied by the issue of 90,578 shares.
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11. Share capital (continued)

To the date of the balance sheet $3,450,000 of the debentures have
been converted with the issuance of 1,175,074 shares.

The remaining equity component $1,550,000 (31 December 1999:
$4,615,000) represents the value ascribed to both the holders option
to convert the principal into common shares and the Company's right
to pay the principal amount of the debentures in cash or common
shares.

Interest expense is determined by applying a discount rate of 8%
against the outstanding liability component. The equity component of
the debentures, represented by the Company's right to pay in
common shares, is being accreted to the maturity value through
periodic charges to retained earnings, net of tax. The accretion on
this equity component net of taxes in the period was nil (31
December 1999 : $276,000; 31 December 1998: $139,000; 31 May
1998: $120,000). Taxes for the period were nil (31 December 1999 :
$54,000; 31 December 1998 : $62,000; 31 May 1998 $52,000).

Options granted and outstanding:

The Company has one fixed stock option plan. Under the Employee
Stock Option Plan, the Company may grant options to its eligible
employees for up to 4,200,000 shares of common stock. Under the
plan, the exercise price of each option equals the market price of the
Company’s stock on the date of grant and an option’s maximum term
is 10 years. Options are granted at the Directors’ discretion in
accordance with the specific terms of the stock option agreement
entered into between the Company and the eligible employee.

A summary of the status of the Company’s fixed stock option plan as
of 31 December 2000 is presented below:

No. of options Exercise price Expiry date  Exercisable at 31

outstanding $ December 2000
2000
100,000 2.48  26.01.2001 100,000
125,000 3.73  02.04.2001 125,000
72,000 2.50 20.05.2001 72,000
78,500 2.92 04.06.2001 78,500
100,000 2.50 19.11.2001 100,000
35,000 2.00 26.01.2002 35,000
2,419,625 2.75 04.03.2004 1,506,950
20,000 3.20 11.05.2004 12,500
200,000 3.25 27.05.2004 125,000
20,000 3.60 07.07.2004 12,500
100,000 3.90 03.08.2004 62,500
50,000 4.60 05.09.2004 31,250
10,000 4.00 08.03.2005 5,000
5,000 3.88  18.05.2005 2,500
107,500 2.35 08.08.2005 53,750
20,000 2.75 19.11.2005 10,000
3,462,625 2,332,450
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11. Share capital (continued)
Changes in fixed stock option plan in the four financial periods ending
31 December 2000.

For the 12 Weighted For the 12 Weighted For the 7 Weighted For the 12
Months average months average months average Months
Ended exercise ended 31 exercise ended 31 exercise Ended 31
31 December price December price December price May
2000 1999 1998 1998
Outstanding at the
beginning of period 3,354,500 $2.88 2,190,000 $3.63 2,320,000 $3.41 2,197,034
Granted 364,500 $2.73 2,950,000 $2.86 125,000 $2.92 470,000
Exercised (63,375) $3.01 (37,166) $1.97 (25,000) $0.92 (247,034)
Expired (193,000) $3.06 (1,748,334) $3.80 (230,000) $1.35 (100,000)
Outstanding at the
end of period 3,462,625 $2.85 3,354,500 $2.88 2,190,000 $3.63 2,320,000

Weighted average

exercise price at the $2.85 $2.88 $3.63 $3.41
End of period ' . . .

d) Employee share bonus and purchase plan

Under the employee share bonus and purchase plan up to 200,000 shares are
reserved for issuance to employees. Issuances of 13,100 common shares under
the plan have taken place to date.

e) Warrants

Under the IBM loan, 450,000 warrants were issued with an exercise price of
$4.00 per common share. The warrants are exercisable for a two year period
to 28 October 2001. 400,000 warrants have been exercised in the period.

Under the KBC loan, 500,000 warrants were issued with an exercise price of
$7.00 per common share. The warrants are exercisable for a two year period
to 5 April 2002. The KBC loan was varied in the period and as part of the
variation 230,000 warrants were issued with an exercise price of $4.00 per
common share and are exercisable, for a three year period to 27 September
2003.
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12. Income taxes

Earnings (loss) for the period before tax
Income tax recovery (provision) at statutory
rates

Adjustments

Foreign tax rates

Permanent differences

Tax benefit of losses not recognized in current
period

Release of future tax liability

Application of loss carry forwards

Income tax recovery

Future tax assets

The Competent Authorities of Revenue Canada and the United Kingdom
Inland Revenue have determined that as of 19 October 1993, the Company’s
tax residency moved from Canada to the United Kingdom.

The company follows the asset and liability method of accounting for income
taxes. Under this method, current income taxes are recognized for the
estimated income taxes payable for the current year. Future income tax assets
and liabilities are recognized for temporary differences between the carrying
amount of balance sheet items and their corresponding tax values, as well as
for the benefit of losses available to be carried forward to future years for tax
purposes that are more likely than not to be realized. The Company computes
future income taxes using the enacted corporate income tax rates for the years
in which the differences are likely to reverse.

A reconciliation of the income tax benefit (provision) with amounts
determined by applying the statutory income tax rates to the consolidated
income (loss) before income taxes for completed financial periods is as
follows:

Net operating loss carry forwards

South Africa and Namibia

UK
Total future tax assets
Valuation allowance

Future tax liabilities

For the 12 For the 12 For the 7 For the 12
Months ended months ended months ended months ended
31 December 31 December 31 December 31 May

2000 1999 1998 1998

$000 $000 $000 $000

107 17,138 3,108 (7,079)

(29) (5,141) (932) 2,123

1,321 (4,027) (330) 180

116 141 184 (340)

(1,408) - - (1,963)

900 - - -

- 9,027 1,078 -

900 - - -
The Company’s future tax items are as follows:

As at 31 As at 31

December December

2000 1999

$000 $000

13,750 7,990

748 929

14,498 8,919

(8,305) (3,764)

6,193 5,155

(20,908) (20,055)

(14,715) (14,900)
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12. Income taxes (continued)
In South Africa and Namibia, the Group has income tax losses of not less than
$29,000,000 (1999: $15,000,000) available to reduce future taxable income
which can be carried forward indefinitely. Losses available for carry forward
in the United Kingdom are approximately $2,500,000 (1999: $3,000,000)
which can be carried forward indefinitely.

13. Business Combination In September 1999, the Company made a general offer to acquire all the shares
of Ocean Diamond Mining Holdings Limited (“ODM”) that the Company did
not own. The offer entitled each ODM share to be tendered to the Company
for Rand 8.25 payable either in cash or 50% in cash and 50% in the
Company’s common shares at a value of $4 per share. Prior to the opening of
the general offer the Company owned approximately 33.5% of ODM’s shares.
Acceptances under the general offer increased the Company’s interest to
92.3% of ODM’s issued shares as at 28 October 1999. Subsequent to the
closure of the general offer the Company was required under South African
company law to extend an offer on the same terms as the original offer to
acquire all the shares not owned by the Company. This offer closed on 26
February 2000. At 31 December 1999, the Company had increased its interest
in ODM shares to 92.5%. The Company has increased its interest in ODM
share to 97.7% at 31 December 2000.

Consideration for the ODM acquisition in 1999 was satisfied by the issuance of
5,004,340 common shares of the Company with a deemed value of
$18,770,000 and cash of $40,680,000. Additional consideration in the current
period was $3,535,000 satisfied by the issuance of 228,104 common shares in
the Company at a deemed value of $4 per share and cash of $2,623,000. This
additional consideration has been allocated as follows: reduction in minority
interest by $900,000, increase in goodwill and mineral property costs arising
on acquisition of $1,335,000 and $1,300,000 respectively.

The acquisition has been accounted for by the purchase method with the results
of operations being consolidated with those of the Company effective 28
October 1999.

The fair value of the net assets acquired is as follows:

$000

Current assets 11,400
Capital assets 11,450
Acquired concessions 23,100
Goodwill 33,650
79,600

Current liabilities 5,250
Future income taxes 14,900
20,150

59,450
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14. Non-controlling interest Non-controlling interest represents the interests in the net assets of ODM not
owned by the Company. At the start of the period, 7.5% was not owned by
the Company which was reduced to 2.3% in February 2000 (see Note 13)

As at 31 As at 31
December December
2000 1999
$000 $000
Balance at start of period 1,300 1,300
Reduction in the period (900) -
Share of net profits (loss) of ODM for
the period ended - -
Balance at end of period 400 1,300
15. Changes in non-cash working capital
For the 12 For the 12 For the 7 For the 12
months months months months
ended 31 ended 31 ended 31 ended 31
December December December May
2000 1999 1998 1998
$000 $000 $000 $000
Accounts receivable (12) 1,536 (248) 1,009
Prepayments 299 (398) (63) 175
Inventories (796) (2,651) (1,085) (1,543)
Accounts payable and accrued liabilities 3,473 3,231 (1,112) 2,435
Advance receipt on inventory sales 4,250 - (2,000) 2,000
Effect of foreign exchange movement (475) 224 (354) (69)
6,740 1,942 (4,862) 4,007
Supplemental disclosure of cash flow
information:
Cash receipts for interest 789 632 111 688
Cash payments for interest 2,385 154 54 -
Cash payments for taxes - - - -
16. Segmented information The Company operates in one industry segment, diamond mining. A

significant proportion, 85% and above, of the long lived assets which include
capital assets and exploration and development costs are utilized in the
Namibian operations. The remaining 15% of long- lived assets are located in
the UK and South Africa.

Cash and marketable securities are principally held within the corporate
group in Europe.
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16.

Segmented information (continued)

Diamond production from the Namibian operations is sold by the Company in
Europe. There are no other significant sources of revenue for the Company.

Exploration and development costs incurred in Namibia and South Africa with
respect to mining exploration are deferred. The loss and deficit in prior
periods is due to corporate expenditure and the write off of general
exploration and development costs.

17.

Commitments

Commitments are reflected elsewhere in these financial statements except that
the Company, through wholly owned subsidiaries, is committed to the
chartering of three vessels:

a)

b)

c)

the M.V. Kovambo for five years as from 30 September 1997 at an
annual cost of approximately $4,325,000;

the M.V. Ya Toivo from mid 2000 for five years at an annual cost of
approximately $5,900,000. Following the events detailed in Note
21(b), the Company has put in place a bank guarantee for $5,000,000
to secure the obligations to the vessel owner.

the M.V. Zacharias from late February 2000 for three years at an
annual cost of approximately $1,300,000. Subsequent to the period
end, the Company has entered into an agreement that requires it to
purchase the vessel before the end of March 2003 at an agreed price.
The purchase price decreases on a quarterly basis and has a range of
$6,600,000 currently to $5,000,000 in 2003.

18.

Comparative figures

Certain comparative figures have been re-classified to conform with the
financial statement presentation used in the current year.
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19. Reconciliation between Canadian and U.S. generally
accepted accounting principles ("GAAP™)

These Consolidated Financial Statements have been prepared in accordance
with Canadian GAAP, which, in the case of the Company, conform in all
material respects with U.S. GAAP, except as set forth below:

a) Adjustments to net earnings (loss) For the 12 For the 12 For the 7 For the 12
months ended months ended months ended months ended
31 December 31 December 31 December 31 May
2000 1999 1998 1998
$000 $000 $000 $000
Earnings (loss) for the period Canadian GAAP 1,007 17,138 3,108 (7,079)
Gain (loss) on marketable securities (i) - - - (1,098)
Interest on exchangeable debentures (ii) - (259) (152) (124)
Consulting expense (b) (100) (146) - (56)
Mineral property exploration expenses (c) (1,052) (245) (250) -
United States GAAP (145) 16,488 2,706 (8,357)
Earnings (loss) per share, United States GAAP
Basic $0.00 $0.41 $0.07 ($0.22)
Diluted $0.00 $0.38 $0.07 ($0.22)
Weighted average number of shares outstanding
(in thousands) (iii) 46,842 40,233 37,850 37,690
Adjustments to cash flows
Operating activities
Canadian GAAP 15,946 22,707 282 (2,293)
Mineral property exploration expenses (c) (1,052) (245) (250) -
United States GAAP 14.894 22,462 32 (2,293)
Investing activities
Canadian GAAP (54,362) (47,406) (55) (20,315)
Mineral property exploration expenses (c) 1,052 245 250 -
Foreign exchange translation - - - 250
United States GAAP (53,310) (47,161) 195 (20,065)
Financing activities
Canadian GAAP 23,520 40,835 (232) 18,187
Foreign exchange translation - - - (250)
United States GAAP 23,520 40,835 (232) 17,937
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19. Reconciliation between Canadian and U.S. generally
accepted accounting principles ("GAAP") (continued)

Adjustments to assets, liabilities and shareholders’ As at 31 As at 31
equity December December
2000 1999
$000 $000

Exploration and development costs
Canadian GAAP 15,450 14,098
Mineral property exploration expenses (c) (6,845) (5,793)
United States GAAP 8,605 8,305

Exchangeable debentures
Canadian GAAP - -
Exchangeable debentures (ii) 1,550 4,615
United States GAAP 1,550 4,615

Shareholders equity
Share Capital

Canadian GAAP 90,169 83,802
Foreign exchange translation 283 283
United States GAAP 90,452 84,085

Exchangeable debentures

Canadian GAAP 1,550 4,615
Accretion - (535)
Debt (1,550) (4,080)

United States GAAP - N

Contributed surplus

Canadian GAAP 459 459
Consulting expense (b) 1,197 1,097
United States GAAP 1,656 1,556

Cumulative foreign exchange adjustment

Canadian GAAP (13,637) (3,124)
Foreign exchange translation (283) (283)
United States GAAP (13,920) (3,407)
Accumulated retained earnings (deficit)
Canadian GAAP 5,098 5,497
Exchangeable debenture (ii) - -
Consulting expense (b) (1,197) (1,097)
Mineral property exploration expenses (c) (6,845) (5,793)
United States GAAP (2,944) (1,393)
(M Marketable securities

U.S. GAAP require trading securities to be carried at fair value.
Changes in fair value are charged against or credited to income,
while under Canadian GAAP such items are carried at cost or, where
market value is lower, at market value.
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19.

Reconciliation between Canadian and U.S. generally
accepted accounting principles ("GAAP") (continued)

(i)

(iii)

b)

Exchangeable debenture

U.S. GAAP require the exchangeable debenture to be recognized as a
liability with interest being charged to operations, while under
Canadian GAAP such items are segregated into their debt and equity
components with interest payments being predominantly treated as
settlement of the liability portion. The equity component of the
debentures, representing the Company’s right to settle the obligation
in common shares, is accreted to the face value through periodic
charges to deficit, net of tax.

Earnings (loss) per share

In February 1997 the Financial Accounting Standards Board issued
Statement No. 128, Earnings Per Share (SFAS 128), which
established new standards for computing and presenting earnings per
share effective for fiscal years ending after 15 December 1997. With
SFAS 128, Primary Earnings Per Share was replaced by Basic
Earnings Per Share, which is computed by dividing income available
to common shareholders by the weighted average number of shares
outstanding for the period. In addition, SFAS 128 requires the
presentation of Diluted Earnings Per Share, which includes the
potential dilution that could occur if dilutive securities were exercised
or converted into common stock. The computation of Diluted
Earnings Per Share does not assume the conversion or exercise of
securities if their effect is anti-dilutive. Under this method the
weighted average number of shares outstanding for each of the
periods presented is not significantly different from that calculated
under Canadian GAAP.

The calculation of basic and diluted loss per share, “Earnings Per
Share”, is based on the weighted average humber of common shares
outstanding during the years ended December 31, 2000 and 1999, for
the seven months ended 31 December, 1998 and the year ended 31
May, 1998. The effect of common stock equivalents, which include
employee stock options, warrants and convertible debt securities, is
not included in the computation of per share amounts as inclusion
would be anti-dilutive.

Stock based compensation

For U.S. GAAP purposes the Company accounts for stock based
compensation to employees and directors, under Accounting
Principles Board Opinion No. 25, Accounting for Stock Issued to
Employees (APB 25), whereby compensation cost is recorded for the
excess, if any, of the quoted market price over the exercise price for
stock options at the date granted. As at 31 December 2000 no
compensation cost has been recorded for any period under this
method.

21



Namibian Minerals Corporation
Notesto the Consolidated Financial Statements

31 December 2000
United States Dollars

19. Reconciliation between Canadian and U.S. generally
accepted accounting principles ("GAAP") (continued)

Earnings (loss) for the period - U.S. GAAP
Additional stock based compensation costs
Proforma net (loss) earnings

Proforma basic (loss) earnings per share

Statement of Financial Accounting Standard No. 123, Accounting for
Stock-Based Compensation (SFAS 123), issued in October 1995,
requires the use of the fair value based method of accounting for
stock options. Under this method, compensation cost is measured at
the grant date based on the fair value of the options granted and is
recognized over the exercise period. During the periods ended 31
December 2000, 1999 and 1998 and 31 May 1998, the Company
issued options to individuals other than employees and directors
which under SFAS 123 must be recognized as a consulting expense in
the period they are issued.

SFAS 123, however allows the Company to continue to measure the
compensation cost of employees and directors in accordance with
APB 25. The Company has therefore adopted the disclosure-only
provision of SFAS 123.

The following proforma financial information presents the net
earnings (loss) for the year and the earnings (loss) per common share
had the Company adopted SFAS 123 for all stock options issued to
employees and directors.

For the 12 For the 12 For the 7 For the 12
Months ended months ended months ended months ended
31 December 31 December 31 December 31 May

2000 1999 1998 1998
$000 $000 $000 $000
(145) 16,488 2,706 (8,357)
(362) (4,652) (194) (957)
(507) 11,836 2,512 (9,314)
($0.01) $0.29 $0.07 ($0.25)

Using the fair value method for stock based compensation, additional
costs of approximately $362,000, $4,652,000, $194,000 and
$957,000 would have been recorded for the periods ended 31
December 2000, 31 December 1999, 31 December 1998 and 31 May
1998 respectively. These amounts have been determined using an
option pricing model assuming no dividends are to be paid, vesting
occurring on the date of the grant, a weighted average volatility of
the Company’s share price of 67.55% and a weighted average annual
risk free interest rate of 5.97% (31 December 1999 5.43%; 31
December 1998: 5.25%; 31 May 1998: 5.05%);
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19.

Reconciliation between Canadian and U.S. generally
accepted accounting principles ("GAAP") (continued)

c)

d)

Exploration expenses

Canadian GAAP allows exploration costs to be capitalized during the
search for a commercially mineable body of ore. Under U.S. GAAP
expenditures on mineral property costs can only be deferred
subsequent to the establishment of mining reserves. For U.S. GAAP
purposes the Company has expensed exploration expenditures in the
period incurred. Acquisition costs for U.S. GAAP purposes are
written down or off when circumstances arise that indicate that an
impairment has occurred. For U.S. GAAP purposes mineral
property costs capitalized represent acquisition costs relating to
mineral properties for which there is no indication of impairment.

Comprehensive income

For U.S. GAAP purposes the Company adopted Statement of Financial
Accounting Standard No. 130 Reporting Comprehensive Income (SFAS
130), with the retroactive reclassification of prior years. Comprehensive
income includes all changes in equity during a period, including those
resulting from transactions and other events and circumstances from non-
owner sources. SFAS 130 requires that all items that meet the definition
and components of comprehensive income be reported in a financial
statement for the period in which they are recognised.

For the 12 For the 12 For the 7 For the 12
Months ended months ended months ended months ended
31 December 31 December 31 December 31 May
2000 1999 1998 1998
$000 $000 $000 $000
Earnings (loss) for the period
U.S. GAAP (145) 16,488 2,706 (8,357)
Other comprehensive income:
Foreign exchange translation
adjustment (10,513) (868) (592) (910)
Comprehensive income (loss) (10,658) 15,620 2,114 (9,267)
As at 31 As at 31
December December
2000 1999
$000 $000
Accumulated retained (deficit)
U.S. GAAP (2,944) (1,393)
Foreign exchange translation adjustment (13,920) (3,407)
Comprehensive income (16,864) (4,800)

e) Recent pronouncements

In September 1998, the Financial Accounting Standards Board issued
Statement No. 133 (SFAS 133), Accounting for Derivative
Instruments and Hedging Activities, which standardises the accounting
for derivative instruments.
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19. Reconciliation between Canadian and U.S. generally
accepted accounting principles ("GAAP") (continued)

SFAS 133 is effective for all fiscal quarters of all fiscal years
beginning after June 15, 2000. The Company’s adoption of this
statement, for U.S. GAAP purposes, which requires the accounting
recognition of derivatives at fair value, did not have a significant
effect on the Company’s financial position or results of operations.

In March 2000, the Financial Accounting Standards Board (“FASB”)
issued FASB Interpretation No. 44, Accounting for Certain
Transactions involving Stock Compensation (an interpretation of APB
Opinion No. 25) (the “Interpretation”). Among other issues, this
Interpretation clarifies (a) the definition of employee for purposes of
applying APB 25, (b) the criteria for determining whether a plan
qualifies as a non-compensatory plan, (c) the accounting consequence
of various modifications to the terms of a previously granted stock
option or award, and (d) the accounting for an exchange of stock
compensation awards in a business combination. This Interpretation
became effective July 1, 2000, but certain conclusions in the
Interpretation cover specific events that occur after either December
15, 1998 or January 12, 2000. To the extent that this Interpretation
covers events occurring during the period after December 15, 1998 or
January 12, 2000, but before the effective date of July 1, 2000, the
effects of applying this Interpretation are recognized on a prospective
basis from July 1, 2000. This Interpretation does not have a material
effect on the consolidated financial statements.

However, 82,000 stock options held by two individuals were modified
during the year by amending the option exercise prices. As such,
these options will be valued on a variable basis in accordance with
FIN 44. There has been no effect on these financial statements,
because the market price has been below the exercise price of the
Company’s shares since the repricing date.

In December 1999, the Securities and Exchange Commission issued
Staff Accounting Bulletin (“SAB”) 101, Revenue Recognition in
Financial Statements which provides guidance related to revenue
recognition based on interpretations and practices followed by the SEC.
SAB 101 requires companies to report any changes in revenue
recognition as a cumulative change in accounting principle at the time
of implementation in accordance with Accounting Principles Board
Opinion 20, Accounting Changes. SAB 101 as amended is not
required to be implemented until the Company’s fourth fiscal quarter of
the year ended December 31, 2001. The impact that SAB 101 will
have on its financial position or results of operations is not expected to
be material.
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20.

Matters outstanding with regard to the general offer for ODM

At the end of 1999 the Company was appealing two related matters before the
Securities Review Panel (“SRP”) in South Africa which could have led to an
additional maximum amount payable on the acquisition of ODM of
approximately $6,500,000.

The Company was successful in these appeals. The decision of the SRP was
final. Subsequently, Trans Hex Group Limited has launched an application to
have this decision reviewed. This application is to be opposed by the
Company. Any final decision is unlikely in 2001.

21.

Subsequent events

The following took place subsequent to the period end:
a) NamSSol Mining Tool

In early January, 2001, the Company’s first mining tool, NamSSol was
damaged. The cost of repair is estimated to be of the order of $1,500,000.
These costs are the subject of an insurance claim with an excess on the policy
of $250,000. Operating costs and loss of earning are covered by a second
insurance policy for a period of up to 180 days, subject to an excess on the
policy of 14 days, and up to a maximum operating costs and loss of earnings of
$67,500 per day. Both claims are subject to on going discussions with the
Underwriters to the respective insurance policies and no certainty can be given
as to the successful outcome of these claims.

b) Provisional liquidation of certain Southern African subsidiaries

The accident to the NamSSol mining unit has resulted in the loss of the
production from this unit. The return to production is likely to be in the final
quarter of 2001. Furthermore, by the final quarter of 2000, the Company had
originally expected to complete the building and commissioning phase of the
Company’s new and largest production unit, the Nam 2 and to have
commenced production. Delays in the build and commissioning process have
resulted in delays to the commencement of full scale production by the Nam 2
mining unit. As a result of the above and increased project costs, the working
capital of the Company has been adversely affected.
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21.

Subsequent events (continued)

Liquidation

In late February, following the deterioration in the Company’s financial
situation, the Company placed some of its Southern African subsidiary
companies into provisional liquidation under the laws of South Africa and
Namibia.

The following Southern African subsidiaries were placed into provisional
liquidation:

@ South Africa

Namco South Africa (Pty.) Ltd

Namco Project Management (Pty.) Ltd
Namco (Pty.) Ltd

Namco Exploration South Africa (Pty.) Ltd
Ocean Diamond Mining Southern Africa Ltd
Pinette Investments (Pty.) Ltd

(b) Namibia

Namco Namibia (Pty.) Ltd
NMS Management Services (Pty.) Ltd
Ocean Diamond Mining of Namibia (Pty.) Ltd

Under South African and Namibian law, provisional liquidation means that the
assets and liabilities of the subsidiaries are controlled by a provisional
liquidator. As a consequence, all diamond mining operations ceased at the
time of placing the companies into provisional liquidation.

During a period of approximately six weeks or such extended period as the
courts may allow before the provisional liquidation becomes final, the
Company has the opportunity to reverse provisional liquidation by way of a
discharge if creditors have been compromised, paid or are in the process of
being compromised and paid or after an offer of compromise in terms of S311
of the Companies Act in South Africa has been accepted by creditors and
sanctioned by the Court.

The initial period of the provisional liquidations has been extended and
management will use its best efforts to ensure it will continue to be extended as
required. The three Namibian companies were discharged from provisional
liquidation on 7 May, 2001. It is anticipated that the South African companies
could be discharged from provisional liquidation by 31 July, 2001.
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21.

Subsequent events (continued)

Long-term Debt

As a result of the deterioration in the Company’s financial position, the
Company failed to effect in full a capital repayment due on the IBM loan at the
end of January 2001. This failure to pay the capital repayment in full, together
with the placing of some of the Company’s Southern African subsidiaries into
provisional liquidation breaches the terms of the loan agreements with the
Company’s lenders (Note 10). These breaches constitute events of default,
which would allow the lenders to demand repayment of the full amount of their
loans outstanding. The lenders have not called on event of default. The
Company is dependent on the continued support of the lenders.

To further improve the Company’s financial position and in recognition of the
disruption to production and cash flow from the loss of its NamSSol mining
unit, the lenders have agreed to a capital repayment moratorium until the end
of September 2001 and the Company is committed to working with the lenders
to reschedule its debt repayments at the end of September.

The MV Ivan Prinsep, the Company’s smallest vessel equipped with airlift
technology, has been sold for gross proceeds of approximately $4,400,000 to
reduce the Company’s debt position.

New Financing

In order to restore the Company to financial stability, the Company requires
significant additional financing and accordingly, the Company explored various
financing options. The Company raised approximately $24,400,000 (net of
costs of fund raising).

These financing proceeds will allow the Company to:

- restart mining operations and exploration activities;

- take its operating companies out of provisional liquidation;

- rebuild the NamSSol mining tool, damaged in January this year, while
continuing to pursue its insurance claim;

- reduce the Company’s outstanding creditor position; and

- provide working capital.

The MV Ya Toivo, equipped with the new Nam 2 mining unit, was the first
vessel back in operation in April 2001. This vessel is the largest in the

Company’s fleet and is expected to be the principal source of diamond
production in 2001.
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21.

Subsequent events (continued)

Canaccord Private Placements

On 23 March, 2001 and 30 April 2001, the Company raised $12,000,000
which enabled it to commence the discharge of several subsidiary companies
from provisional liquidation and to resume diamond mining operations off the
Namibian coast.

Canaccord Capital Corporation (“Canaccord”) sold 9,475,758 special warrants
(the “Special Warrants”) at a price of $0.33 per Special Warrant and
$8,873,000 in principal amount of 10% special notes with a term of two years
(the “Special Notes) by way of a private placement to investors for aggregate
gross proceeds of $12,000,000. Each Special Warrant is exchangeable for one
common share and one-half of one warrant for no additional consideration.
Special Notes are exchangeable for no additional consideration for an
equivalent principal amount of convertible debentures (the “Convertible
Debentures™) and half a warrant for every $0.33 of principal amount of Special
Note. The Convertible Debentures are in turn convertible into common shares
of the Company at conversion price of $0.33 per share. The holders of Special
Notes and Convertible Debentures together have the right to nominate two
representatives to the board of directors of the Company.

The warrants issuable pursuant to the Special Warrants and the Special Notes
are each exercisable over a period of three years to acquire one common share
at a price of CAD3$0.60 (approximately $0.40) per share. A total of
18,181,818 common shares are issuable in connection with these warrants.

Under the terms of an agency agreement between Canaccord and the Company
the (“Agency Agreement”), an affiliate of Canaccord was paid a
corporate finance fee in the form of 850,000 shares of the Corporation and
Canaccord was issued common share purchase warrants (the “Broker
Warrants™) exerciseable to acquire up to 10% of the common shares issuable
pursuant to the Special Warrants and the Convertible Debentures. A total of
4,486,364 common shares are issuable in connection with Canaccord’s
compensation.

If a receipt has not been obtained in respect of a prospectus filed in Ontario
and British Columbia, Canada by the Company by 20 June 2001 to qualify the
issuance of common shares and the Convertible Debentures on exchange of the
Special Warrants, the Special Notes, the Canaccord corporate finance fee and
the Broker Warrants, the Company is required to issue an additional 10% of
the securities

otherwise issuable on exchange or conversion of the Special Warrants and the
Special Notes. A total of 5,903,182 common shares are issuable in connection
with this penalty.
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21.

Subsequent events (continued)

Investment by the Leviev Group

In addition, the Company entered into an agreement with the Leviev Group of
Israel, who invested $15,000,000 on 1 May 2001 in the Company through a
subscription for common shares and warrants.

The Leviev Group subscribed for common shares, accompanied by warrants,
as follows:

@ 22,727,272 common shares at a price of $0.33 per share, for proceeds
of $7,500,000 , along with 11,363,636 warrants, exercisable over a
period of three years to acquire common shares at a price of $0.40 per
share; and

(b) 15,000,000 common shares at a price of $0.50 per share for proceeds
of $7,500,000, along with 7,500,000 warrants,exercisable over a
period of three years to acquire common shares at a price of $0.50 per
share.

In addition, the Leviev Group is to make available up to $2,600,000 to the
Company in the form of a credit facility, under certain conditions. The
principal amount drawn under the credit facility would be convertible at the
election of the Leviev Group into common shares of the Company, at a price
of $0.33 per share. The credit facility will only be available if the Leviev
Group receives 15,151,515 warrants, exercisable at $0.33 per share over a
period of two years, as consideration for making the credit facility available to
the Company.

Under the terms of a marketing agreement between the Company and the
Leviev Group, the Leviev Group has exclusive marketing rights to the
Company’s production for a period of 15 years. The Leviev Group

has agreed to buy all production at open market world prices. The Company
retains the right to ensure independent pricing control through the use of a
price checking mechanism.

If the investment were completed in its totality, an aggregate of 79,621,212
common shares would be issued or made issuable to the Leviev Group. As a
result, the Leviev Group would become the largest shareholder of the
Company, holding approximately 39% of the outstanding common shares of
the Company, prior to the exercise of any Convertible Debenture or warrants
and approximately 43% on a fully diluted basis (excluding any common shares
issuable if a receipt for a prospectus is not obtained). Should the Leviev Group
exercise all of its convertible securities and no other shareholder exercises any
Convertible Debentures or warrants, the Leviev Group would hold
approximately 58% of the outstanding common shares of the Company.
Leviev also has the right to nominate two-sevenths of the board of directors of
the Company (rounding up to the next highest whole number).
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21. Subsequent events (continued)

Outstanding share capital at 31 December 2000

Shipowner Warrants

In order to ensure that the owners of the vessels operated by the Company
support the refinancing efforts of the Company, the Company has agreed to
issue 1,000,000 warrants, each exercisable over a period of 12 months to
acquire one common share at a price of $0.50 per share, to certain vessel

owners.

Proposed I ssuances of Common Shares

If all of the above share issuances as detailed above are completed the fully

diluted share capital of the Company would be as follows:

Canaccord Placements

Special warrants

Special notes

Underlying warrants

Broker warrants

Corporate finance fee (in shares)
Penalty shares, if no prospectus

Leviev investment

First tranche of common shares
Second tranche of common shares
Warrants

Conversion of entire credit facility
Credit facility warrants

Shipowner warrants

Other common shares issuable (See Note 11)

Fully diluted share capital

30

Subtotal
(in shares)

9,475,758
26,887,879
18,181,818

3,636,364

850,000

5,903,182

22,727,273
15,000,000
18,863,636

7,878,788
15,151,515

Total
(in shares)

47,602,099

64,935,001

79,621,212

1,000,000

5,204,525

198,362,837
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