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MESSAGE TO SHAREHOLDERS

Dear Shareholder

The year 2001 has been an extremely difficult year for the Company. The accident to the NamSSol 1 in
January 2001 developed into a multidimensional crisis.

The Company overcame these difficulties due to a focused effort of its stakeholders and new investors
who provided significant funds at times when very few believed the Company would survive. The
challenges the Company faces on the operational level and the continuous effects of the events of the
beginning of the year resulted in working capital and cash flow difficulties. These occurred
simultaneously with technological challenges faced by the Company in commissioning and
recommencement of operations of the most advanced tools in marine mining and exploration, being Nam
I and the Nam Drill.

The efforts to meet the challenges facing the Company are being carried out by new management. The
fleet is being commissioned and production reinstated with the objective of increasing the production to
the levels comparable with the Company’s performance in the year 2000. The recovery programme,
introduced in July 2001, has been substantially implemented and has resolved major commercial obstacles
that arose following the accident being resolved.

The Company’s intention was to substantially increase its production capacity during 2001 by bringing
into commissioning the MV Ya Toivo and start exploration utilising the Nam Drill. However, the accident
involving the NamSSol 1 and subsequent events adversely impacted this programme. As a result the
Company’s operating costs increased without the benefit of increased operating capacity. The Company
plans to have the MV Kovambo back in production by June 2002, which in line with its plans will
significantly increase the Company’'s available production capacity. The overriding objective of the
Company is to position itself so as to obtain the benefits of this increase in available production capacity
and through full utilisation of its technology.

In the past the Company’s mining operations were focused in Feature 19, however the development of the
Company’s overal ore reserve were somewhat limited. In the second half of 2001 the Company launched
what it considers to be the most advanced sampling technology — the Nam Drill. The Company’s
exploration programme now is focused on the development of an efficient mining plan taking into account
the capabilities of the Company’s mining tools, utilising this advanced technology and in order to expand
and improve the Company’s ore reserve position. This is the most important task on the Company’s
strategic agenda.

Going forward, the Company will focus on stabilization and efficient utilization of its existing assets,
which will include the reduction of costs. In addition the Company will have to rely on the development
of economically viable and low risk new initiatives. The successful implementation of the recovery
programme will be followed by an essential development programme, which will take the Company into
the future.

(Signed) Arye Barboy

ARYE BARBOY
Chairman



MANAGEMENT DISCUSSION AND ANALYSISAND FINANCIAL REVIEW

All financial information isreported in United States Dollars unless otherwise stated.
OVERVIEW

The Company suffered a critical operational set back in January 2001 when an accident occurred to its NamSSol
mining system, which adversely affected the Company’s cash flow. The deterioration in the Company’s financial
position resulted in the Company breaching the terms of its loans with senior lenders. The Company attempted to
agree to moratorium terms with its senior lenders, but when such terms could not be agreed, significant new
financing through Canaccord Capital was withdrawn.

Several of the Company’s Southern African subsidiaries were placed in provisiona liquidation in late February
2001. In March 2001, the Company managed to reach accord with its senior lenders and was subsequently able to
raise $27 million in financing. Thisincluded a $15 million subscription from LL Mining Corporation BV (LLM),
which has become the Company’ s major shareholder.

By August 2001, the Company’s subsidiaries that had been placed in provisiona liquidation in February 2001
were discharged from provisional liquidation. Five of these subsidiaries were discharged from provisional
liquidation through schemes of arrangement in terms of the South African Companies Act, which were accepted by
creditors of these companies and sanctioned by the Courts. The Company’s mining vessel, the MV Ya Toivo,
recommenced operations in April 2001, and the MV Namibian Gem, resumed production in August 2001. Mining
exploration with the Nam Drill sampling system onboard the MV Zacharias commenced in September 2001 to
extend the Company’ s diamond resources.

In July 2001, the Company developed a recovery programme, which included as its objectives rescheduling of its
debt, raising of additional financing from LLM, increasing production and settling its business interruption
insurance claim arising from the accident to the NamSSol mining tool. The Company has to date met the
objectives of its recovery programme in that:

. It has reschedul ed its debt with its senior lenders.

. It has rescheduled the repayment terms to holders of convertible debentures that were placed as part of the
Company’s fund raising initiativesin March and April of 2001.

. It has rescheduled the terms of a $2.6 million loan that it concluded with LLM in June 2001.

. The Company has concluded a $10 million loan facility with LLM.

. The Company has maintained budgeted mining production levels and has commenced and continues to
conduct sampling in order to increase the Company’ s diamond resources.

. The Company received $9 million following the success of its business interruption insurance claim.

Both the rescheduling agreement with the Company’s senior lenders and the $10 million loan facility with LLM
are subject to the fulfillment of certain procedural and documentary conditions. The Company isin the process of
fulfilling these conditions.

The net loss for 2001 was $56 million, $0.70 per share, reflecting the Company’s difficult year, compared with a
net loss of $45,000, $0.001 per sharein 2000. Cash outflow from operations was $22.9 million for 2001 compared
with an inflow of $14.5 million in 2000. Cash outflow from investing activities was $2.6 million for 2001 (2000:
$52.9 million). Cash on hand at year end was $2.6 million compared with a cash position of $4.4 million at the
end of 2000. Long-term debt, including the current portion, was $55.7 million (2000: $54.2 million).



Financial Data 2001 2000
(% in thousands, except per share data)
Earnings and Cash Flow

Revenue from diamond sales 12,461 41,769

(Loss) earnings before goodwill, tax and impairments (41,262) 1,456 *
Net loss (56,028) 45 =
Cash (used in) provided by operating activities (22,917) 14,466 *
(Loss) earnings per share ($0.70) $0.00 *

Capital Expenditures and Investments

Capital Expenditure 7,471 49,989
Proceeds on Capital Assets— sold 3,712 -
Restricted cash 5,795 -
Balance Sheet
Cash 2,560 4,394
Total Assets 127,525 164,078 *
Long-term bank debt, including current portion 55,743 54,245
Shareholders’ equity 36,301 77200 *
Long-term bank debt to total assets 44% 33% *
Weighted average of Shares outstanding (in thousands) 79,705 46,842
* Restated

DIAMOND SALES

Revenue in 2001 was $12.461 million from the sale of 83 852 carats, compared with $41.769 million on
the sale of 237 000 carats in 2000. Lower revenues reflect the extended commissioning period of the MV
Ya Toivo, the MV Namibian Gem resuming operation at the end of August 2001 and the lack of
contribution from the MV Kovambo. In addition, the average realized diamond price declined as a result
of continued weakness in the diamond market and the smaller sized stones sold during the period.

The Company concluded an exclusive marketing agreement with the Leviev Group following its $15
million investment in the Company in March 2001. In the third quarter of 2001, the Leviev Group began
marketing the Company’s diamond production following termination of the Company’s distribution
agreement with IDC (Holdings) Ltd.

RESULTS OF OPERATIONS
Overview

In 2001, the Company’s mining operations were negatively affected following the accident to the
NamSSol mining system in the first quarter of 2001, the resultant deterioration of the Company’s
financial position and the placing of several subsidiaries into provisiona liquidation. Production levels
improved from the MV Ya Toivo, equipped with the Company’s Nam |l seabed crawler technology.
Better production levels are expected with improved mine planning data obtained from sampling and
mining eguipment improvements. The MV Namibian Gem resumed operations in August 2001.

Total production in 2001 was 85 589 carats, compared with 221 031 carats in 2000.

Total direct production costs for 2001 were $25.8 million, compared with $23.6 million in 2000. The
higher costs incurred in 2001 were due to the start of the new production vessel MV Ya Toivo, increased
charter rates for MV Ya Toivo and MV Zacharias and the expensing of exploration costs in relation to the
MV Zacharias.




MV Kovambo

Following the accident to the NamSSol on 7 January 2001, the MV Kovambo, which is the support vessel
for NamSSol, has been stationed in Cape Town harbour and did not operate during 2001. The $9.3
million proceeds from settlement of the Company’s business interruption claim have been utilized to
cover the costs of maintaining the vessel while in port.

Repairs to the damaged NamSSol system have commenced. The Company plans to resume operations
before the end of the second quarter of 2002.

MV Ya Toivo

MV Ya Toivo resumed limited operation in mid April 2001. The vessel had undergone only two months
of commissioning before operations ceased as a result of a lack of funds during provisional liquidation.
The restart of commissioning and build up to capacity was adversely affected due to strained supplier
relationships prior to offers of compromise being accepted by creditors and technical impediments
through lack of immediate access to spares and loss of skills.

In September 2001, the MV Ya Toivo's Nam Il seabed crawler become stuck on the seabed and in
February 2002 the launch and recovery system on board was damaged. In each case, two weeks
production time was lost. Work is continuing to improve both the availability and effectiveness of the
Nam |l seabed crawler, which offers significant potential capacity and operating advantages over airlift
technology.

MV Namibian Gem

Following the completion of maintenance after several months in harbour, MV Namibian Gem returned to
operation at the end of August 2001.

MV Zacharias

Drill sampling onboard MV Zacharias using 50 x 50 metre and 50 x 100 metre grid spacing resumed in
September 2001 in Mining Licence 51, testing the extensions of current mining resource. Performance of
the drilling system has been encouraging and operational availability has steadily increased in 2001. The
Company has initialy identified approximately 200 geological features covering an area of 1 110 m? for
drill testing. Sampling has confirmed the continuation of mineralisation for approximately one kilometre
in Feature 019 and the adjoining Feature 018 of Mining Licence 51.

MV lvan Prinsep

Following breaches in respect of the terms of its loans, the Company’s senior lenders required that the
Company sell the MV lvan Prinsep and that the proceeds thereof be utilized to repay a part of these loans.
The vessal was sold in March 2001 for $3.7 million and the net proceeds have been utilized to reduce the
outstanding debt to the Company’s senior lenders.

PRODUCTION DATA

Vessel 2001 2000
Total Area Volume Average Total Area Volume Average
Production Mined (cu.m.) Grade Production | Mined (cum.) Grade
(carats) (sq.m) (cts/sq.m) (carats) (sq.m) (cts/sq.m)

Kovambo 2,426 5,318 21,272 0.46 115,743 | 276,590 852,728 0.42
Namibian Gem 13,047 40,709 94,241 0.32 45,765 74,505 | 201,163 0.61
Zacharias 625 4,608 11,142 0.14 120

Ya Toivo 69,117 232,857 769,611 0.30 2,461 16,341 8,658 0.15
Ivan Prinsep 374 1,569 2,353 0.24 49,117 69,299 78,265 0.71
Oceandia 5,744 24,043 20,865 0.24
Shallow Water 2,081

TOTAL 85,589 285,061 898,619 0.30 221,031 | 460,778 | 1,161,67 0.48
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Earnings

The Company’s loss of $56 million in 2001 (2000: $45,000) reflects the disruption in the Company’s
activities and the results of are-assessment of the carrying values of certain of the Company’s assets.

Revenues

In 2001, the Company generated revenues primarily from two vessels being the MV Ya Tovio and the MV
Namibian Gem. The average realised diamond price was $150 per carat, compared with $176 per carat in
2000. Diamond quality remained high, with the received price being adversely impacted by the
deterioration in the world diamond market during 2001 and a slight decline in average stone size.

Expenses

Direct production costs increased by $2.2 million to $25.8 million from the previous year. The increase
in costs is attributable to the start up of the new production vessel, the MV Ya Toivo, increased charter
rates for the MV Ya Toivo and MV Zacharias and exploration costs for the MV Zacharias.

Royalty and marketing costs in the period were $1.3 million or 10.5% of revenue. Royalty payments to
the Namibian Government were $0.83 million (2000: $3.3 million). The majority of operating costs for
each vessel are fixed and include charter fees (when applicable), personnel and insurance. Semi-variable
costs include fuel, which increased during the period, and repairs and maintenance costs. Both costs are
highly dependent on hours of operation, which have increased during the course of the Company’'s
recovery programme.

General office costs increased to $5.1 million, compared to $4.75 million in 2000, as a result of payments
of employees claims arising from the provisional liquidation of certain of the Company’s subsidiaries.

Amortization rose to $11.4 million with the introduction of the MV Ya Toivo and MV Zacharias.

Impair ment of Goodwill and Development Costs

The Company, as part of its review of financial results for 2001, performed an assessment of the carrying
values of its goodwill and its previously capitalized development costs. This assessment was performed
pursuant to the Company’s significant operational setbacks in 2001, the decline in diamond prices over
the past 12 months and the re-financing of the Company since the discharge of a number of the
Company’ s subsidiaries from provisional liquidation.

As aresult of the assessment, the Company recorded an impairment of $15 million against goodwill and a
further impairment of $4 million against development costs.

The fair value of goodwill was determined based on discounted future cash flows of the Company over a
period of 10 years. The assumptions supporting the estimated future cash flows, including the discount
rate reflect management’ s best estimates.

The impairment to development costs was determined with reference to the probable reserves and
expected contributions relating thereto.

Exploration Expenditure

Effective 1 October 2001, the Company changed its accounting policy with respect to exploration
expenditures, from deferring them until the viability of a project was determined, to charging them to
income as incurred. Under the new policy, only expenditures incurred on properties identified as having
development potential are capitalized as development costs. This new policy is consistent with current
reporting in the mining industry.



This change which has been applied retroactively, with a restatement of prior year financial statements has
resulted in a decrease in exploration and development costs and opening retained earnings of $6.8 million.

Fourth Quarter Results

The fourth quarter loss before impairment of assets was $10.6 million, $0.11 per share, compared with a
loss of $1.6 million, $0.04 per share in 2000. Diamond sales of 16,473 carats (2000: 60 200 carats)
generated revenues of $2.3 million (2000: $10.6 million). The average sales price achieved was $140 per
carat, compared with $176 per carat a year earlier. Operating cash inflow was $933,000. Diamond
production was 32,920 carats (2000: 57 500 carats).

Liquidity and Capital Resour ces

Cash used in operating activities for 2001 was $22.9 million compared with cash provided by operating
activities of $14.5 million in 2000. This arose as a result of reduced earnings caused by the costs of
recommencing operations of the MV Ya Toivo and the costs incurred in the provisional liquidation.

Capital expendituresin the period were $7.5 million, compared with $50 million a year earlier.

During the third quarter of 2001, the Company finalized schemes of arrangement with trade creditors
valued at approximately $7.02 million to be settled as follows: $2.6 million immediately, $1.0 million by
way of insurance proceeds recovered from the NamSSol accident, $0.2 million waived by creditors and
the balance through a debenture issue to trade creditors, redeemable on or before December 2004. 1t is
anticipated that creditors will receive a fina payment from Receivers in the beginning of the second
quarter of 2002.

Cash at the end of 2001 was $2.56 million. In addition, $5.79 million is secured to provide guarantees for
the owners of MV Ya Toivo and MV Zacharias.

Following the provisional liquidation of nine subsidiaries in February 2001, the Company completed
financing totaling $29.6 million. The Company raised $12 million through private placements of special
warrants and specia notes, which were converted into a combination of common shares, convertible
debentures and warrants. In June 2001, the Leviev Group subscribed for $15 million of the Company’s
common shares, with half-warrants attached, and in the third quarter provided a $2.6 million credit
facility, which may be converted into common shares. Net proceeds from the financings were
approximately $27 million. Proceeds were used to pay charter fees, provide guarantees in respect of MV
Ya Toivo and MV Zacharias, resume mining operations, provide working capital and funds for the
discharge of the companies in liquidation. During the period, warrants and stock options were issued to
the ship owner of MV Ya Toivo and for consultancy services respectively. Further information on these
issuancesis contained in note 14 of the Consolidated Financial Statements.

In the third quarter, the Leviev Group made available a bridging loan facility of $6 million, pending the
Company’s receipt of proceeds under the business interruption insurance policy. The Company only drew
down $2.2 million under this facility, which was repaid during the fourth quarter following receipt of the
businessinterruption proceeds.

The Company reduced its bank debt position to the senior lenders from $54.2 million in 2000 to $49.5
million in 2001, primarily through the sale of MV Ivan Prinsep for gross proceeds of $3.7 million. In
addition, in April 2001 the Company entered into a new charter agreement with the owners of the MV
Zacharias, in terms of which the Company has provided a guarantee for payment of the charter fees of
$639,000 and is obliged to purchase the MV Zacharias by no later than the end of March 2003 for an
amount of $5 million. The Company also concluded a variation to the charter agreement with the owners
of the MV Ya Toivo in terms of which the charter rates were increased and the Company has provided a $5
million guarantee in respect of the payment of charter fees.

In December 2001, the Company concluded a rescheduling agreement with its senior lenders, in terms of
which monthly capital repayments in respect of the Company’s loans are to recommence from March
2003 until December 2008. Interest on the loans is to be serviced monthly by the Company. The
Company also concluded a $3 million bridging loan facility with the Leviev Group in November 2001.



This facility has been replaced by a $10 million facility, which is convertible to shares. Both the
rescheduling agreement and the $10 million loan are subject to the fulfillment of certain documentary and
procedural conditions which the Company is in the process of fulfilling. The Company has aso
concluded an agreement on rescheduling the terms of convertible debentures issued in March 2001 and
April 2001 of $7 798 000. The maturity date has been extended to 23 September 2008 and 30 October
2008 for the March 2001 and April 2001 debentures, respectively. The principal isto be repaid within the
extended period by way of ten equal six monthly instalments, commencing in March and April 2004,
respectively. Interest at 10% is repayable in June 2003 and thereafter six monthly. The Company has
also rescheduled the terms of repayment of the $2.6 million credit facility from the Leviev Group on
substantially the same terms as those reached with the convertible debenture holders. The above
transactions are discussed in more detail in note 22 to the consolidated Financial Statements.

Given recent events, the risks and uncertainties with regard to the Company’s liquidity and capital
resources, its future and the quantifiable effects and delays from the provisiona liquidation of its
operating companies are significant. To meet its ongoing obligations and maintain its operations, the
Company needs to restore profitable operations and improve its cash flow position, with the continuing
support of its main shareholders. The Company has implemented a recovery program to stabilize the
business and improve liquidity, which includes optimizing production levels and cost-cutting initiatives.
As part of this program, it is likely that additional funding will be required as the Company works through
the consequences and effects of the NamSSol accident, of the provisional liquidation and of delays to its
resource development programs.

RISKSAND UNCERTAINTIES
Insolvency Risk

The Company’s ability to restore its financial situation, to attract lost skills, to develop its mining licences
and to cover its corporate and operational expenses depends on its ability to restore profitable operations
and on the continuing support of its shareholders. There can be no assurance that the Company will
generate revenues and operating income sufficient to satisfy its working capital, debt servicing and capital
expenditure needs in the future.

Specifically, the Company has financial commitments that must be met within the next 12 months and
beyond. These commitments include payments of interest on the Company’s debt and payments to
ongoing trade creditors.

The inability of the Company to generate revenues and operating income or, if required, to secure
financing on acceptable terms would have a material adverse effect on the Company’s business, financial
condition and results of operations and could require the reduction or suspension of operations,
postponement of development plans, forfeiture of itsinterest in some or al of its properties, the sale of the
Company or of its assets or the issuance of securities, or other actions, which might have a negative
impact on the Company and/or its sharehol ders.

Mining Operations

The business of marine mining is challenging and is subject to a variety of risks such as operational
failures, extreme marine and weather conditions, natural disasters, environmental hazards, theft, unusual,
unknown or unexpected geological formations, unpredictable mining conditions or diamond occurrence,
the discharge of toxic chemicals and other hazards. Such occurrences may result in the suspension of
operations, losses and/or damage to property, human injury or deaths, environmental damage and possible
legal liability for any and al damages. The damage to the NamSSol mining tool is an example of these
risks.

The technology required for ocean diamond mining in deeper waters has only begun to be used
commercidly in the past ten years. While the Company believes that its production and processing
technology is state-of-the-art, these systems may not perform to design requirements, leading to possible
delay and additional expense.

The Company has only sustained commercia production over a short period of time. There is no
assurance that commercial quantities of diamonds will continue to be discovered or that commercial
production will continue.



Currency and Foreign Exchange

Although the Company’s operations are outside of North America, its diamonds are priced in US dollars
and its financial records are maintained in US dollars. The Company’s operations in Namibia and South
Africa make it subject to foreign exchange restrictions that may materially affect the Company’s ability to
transfer funds and therefore its financial position. Fluctuations in currency exchange rates, particularly
for operating costs denominated in currencies other than United States dollars, may aso significantly
impact the Company’s financia position and results.

Diamond Prices

The market for diamonds affects the profitability of the Company’s mining operations. Diamond prices
tend to fluctuate and are affected by numerous factors beyond the control of the Company. The market
for precious stones is influenced by world supply and demand, the rate of inflation, inventories of
precious stones, political environments and changes in international business conditions. The Diamond
Trading Company (the “DTC"), part of the De Beers Group, has a significant influence over the world
trade in rough diamonds. As a result, the Company’s diamond prices may be affected by the policy and
actions of the DTC.

The diamond market is currently experiencing weakness, arising from weakness in the US economy and
global market conditions generally, however, there is demand for the Company’s high quality diamond
production and the Company continues to sell all its output, abeit at fluctuating prices.

Further detail on Risk Factors is contained in the Company’s Annual Information Forms filed annually
and the prospectus of the Company filed in June 2001.

Accidents and I nsurance

The Company may suffer losses or become liable for damages arising from accidents, natural disasters,
delays, pollution, environmental incidents or other hazards against which it has not insured or cannot
insure, because of high premium costs, cancellation or otherwise. Although the company maintains
insurance against risk of loss or damage that are typical in the mining industry, the Company does not
presently have insurance cover for business interruption or loss of profit. The recent number of claims
may limit the Company’s future ability to obtain insurance against foreseeable risks.

OUTLOOK

The resumption of mining and exploration activities and the discharge of al companies from provisional
liquidation are significant developments for the Company. Progress will depend on meeting revenue,
production and exploration targets, on close monitoring of the financial situation, tight cost controls and
on raising additional funds.

Management believes that diamond production will increase with improved output from MV Ya Toivo and
a contribution from MV Namibian Gem and the reintroduction of the MV Kovambo. The resumption of
exploration activities for resource development and improved mine planning should have a positive
impact on the Company’s outlook.

The Company’ s immediate challenges are:

. Maximising operational availability and productivity from its mining and exploration vessels.
. Restoring profitable operations and improving the cash flow position of the Company.

. Obtaining continued support from its stakeholders.

(Signed) A. Barboy (Signed) E. Nefussy

A. BARBOY E. NEFUSSY

Chairman Director & Chief Financial Officer
25 March 2002
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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 Canadian generally accepted accounting principles and reflect
management's best estimates and judgements based on currently available information. The Company has devel oped
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 hasto
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 financia statements.

(Signed) A. Barboy (Signed) E. Nefussy

A. BARBOY E. NEFUSSY

Chairman Director & Chief Financial Officer
25 March 2002
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Auditors Report

Tothe Board of Directors
Namibian Minerals Cor poration

We have audited the consolidated balance sheets of Namibian Minerals Corporation as at 31 December 2001 and
2000 and the related consolidated statements of operations and retained earnings (deficit) and cash flows for each of
the years in the three year period ended 31 December 2001. 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.

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 atest 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.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of
the Company as at 31 December 2001 and 2000 and the results of its operations and its cash flows for each of the

years in the three year period ended 31 December 2001, in accordance with Canadian generally accepted accounting
principles.

D Litfe Sl L P

Deloitte & Touche LLP
Chartered Accountants

Vancouver, Canada
25 March 2002
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Namibian Minerals Cor poration Statement 1
Consolidated Balance Sheets
United States Dollars
Asat 31 Asat 31
December December
ASSETS 2001 2000
$000 $000
Restated
Current Cash — Satement 3 2,560 4,394
Accounts receivable 433 1,207
Prepayments 335 231
Inventories (Note 4) 3,490 6,075
Marketable securities (Note 5) - 51
6,818 11,958
Development costs (Note 6) 4,605 8,605
Capital assets, net of amortization (Note 7) 92,138 109,440
Deferred costs (Note 8) 2,317 703
Goodwill (Note 9) 15,685 33,098
Restricted Cash (Note 11) 5,795 -
Other assets 167 274
127,525 164,078
LIABILITIES
Current Bank overdraft - 1,171
Accounts payable and accrued liabilities (Note 10) 7,160 12,097
Advance receipt on inventory sales 1,610 4,250
Current portion of long term debt (Note 12) 1,013 16,535
Short term debt from sharehol ders (Note 13) 4,830 -
14,613 34,053
Accounts payable for companies previously in provisiona liquidation (Note 1a) 3,420 -
Future income taxes (Note 15) 12,386 14,715
Long term debt (Note 12) 54,730 37,710
Convertible debentures (Note 14d) 6,075 -
91,224 86,478
Non controlling interest (Note 16) - 400
SHAREHOLDERS EQUITY
Share capital (Note 14a) 108,238 90,169
Warrants and conversion privileges (Note 14b) 4,236 406
Exchangeabl e debentures (Note 14c) 1,550 1,550
Contributed surplus 459 459
Cumulative foreign exchange adjustment (20,407) (13,637)
Deficit - Statement 2 (57,775) (1,747)
36,301 77,200
127,525 164,078

See accompanying notes to the consolidated financial statements

ON BEHALF OF THE BOARD:

(Signed) A. Barboy (Signed) E. Nefussy
A. BARBOY E. NEFUSSY
Chairman Chief Financial Officer
and Director 25 March 2002
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Namibian Minerals Cor poration Statement 2
Consolidated Statements of Operations and (Deficit) Retained Earnings
United States Dollars
For the 12 months ended 31 December 2001 2000 1999
$000 $000 $000
Restated Restated
(Note 3) (Note 3)
Income Revenue from diamond sales 12,461 41,769 42,808
Interest earned 248 789 632
Gain on marketable securities - 30 354
12,709 42,588 43794
Expenses Direct production costs 25,863 23,629 13,962
Commissioning costs 5,304 - -
Royalty payment 830 3,308 3,732
Marketing costs 480 976 866
General office costs, including salaries 5,179 4,755 3,762
Write-down of marketable securities 97 45 -
Amortization - capital assets 11,413 5,778 3,665
- deferred costs 1,350 477 60
Impairment — devel opment costs 4,000 - -
Interest - long term debt 5,000 1,924 460
- other 1,808 240 138
Loss on disposal of capital assets 291 - -
(61,615) (41,132) (26,645)
Unusual Items
Proceeds from insurance claim (9,300) - -
Provisional liquidation costs (Note 1a) 1,656 - -
7,644 - -
(Loss) earningsfor the year before taxes and goodwill (41,262) 1,456 17,149
Recovery of income taxes 2,247 900 -
(Loss) earningsfor the year before goodwill (39,015) 2,356 17,149
Goodwill amortization and impairment (Note 9) (17,413) (2,401) (256)
Minority interest 400 - -
Earnings (loss) for the year (56,028) (45) 16,893
Accretion on equity component of exchangeable
debentures - - (276)
Dividend - (1,406) (758)
Retained earnings at beginning of year as
previoudly stated 5,098 5,497 (10,607)
Change in accounting policy (Note 3f) (6,845) (5,793) (5,548)
Retained earnings (deficit) — end of year (57,775) (1,747) (296)
See accompanying notes to the consolidated financial statements
$ $ $
Basic (loss) earnings per sharefor the period before goodwill (0.49) 0.05 0.43
Basic (loss) earnings per sharefor the period after goodwill (0.70) 0.00 0.42
Fully diluted (loss) earnings per sharefor the period (0.70) 0.00 0.40
Dividend per share 0.00 0.03 0.02
Weighted average number of shares outstanding in thousands 79,705 46,842 40,233
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Namibian Minerals Cor poration Statement 3
Consolidated Statements of Cash Flows
United Sates Dollars

For the 12 months ended 31 December 2001 2000 1999

$000 $000 $000

Cash resources provided by (used in) Restated Restated

(Note 3) (Note 3)

Operating activities (Loss) earnings for the period (56,028) (45) 16,893
Items not affecting cash

Amortization - capital assets 11,413 5,778 3,665

- goodwill 2,413 2,401 256

- deferred costs 1,350 477 60

Impairment of goodwill 15,000 - -

Impairment of development costs 4,000 - -

Writedown of marketable securities - 45 -

Writedown of other assets 97 - -

Accretion on convertible loan and debentures 1,530 - -

Minority interest (400) - -

Gain on sale of marketable securities - (30) (354)

Loss on disposal of capital assets 291 - -

Income tax recovery (2,329) (900) -

Changes in non-cash working capital (Note 17) (254) 6,740 1,942

Net cash (used in) provided by operating activities (22,917) 14,466 22,462

Investing activities  Development costs - (300) (1,640)

Capital assets — purchased (597) (49,989) (14,304)

—sold 3,712 - -

Other assets — purchased (11) - -

Restricted cash (5,795) - -

Marketable securities — sold 51 30 413

Acquisition of Ocean Diamond Mining Holdings Ltd - (2,623) (31,630)

Net cash used in investing activities (2,640) (52,882) (47,161

Financing activities Share capital and warrants 20,996 1,946 10,812

Bank overdraft (1,171) 1,171 -

Short term debt — advanced 6,541 - -

—repaid (2,200)

Long term debt — advanced - 21,921 31,061

—repaid (5,376) - -

Convertible debentures 5,937 - -

Exchangeable debentures repayment - - (280)

Dividend payment - (1,406) (758)

Financing costs paid - (112) -

Net cash provided by financing activities 24,727 23,520 40,835

Net (decrease) increasein cash (830) (14,896) 16,136

Effect of foreign exchange movement on cash balances (1,004) (743) -

Cash position — beginning of period 4,394 20,033 3,897

Cash position —end of period 2,560 4,394 20,033

Supplemental cash flow information (Note 17)

During the year ended 31 December 2001 the Company issued 37 727 273 common shares subscribed for by LL Mining
Corporation BV (“LLM”) for cash received of $15 million (note 14(g)), 850 000 shares in respect of fees due to Canaccord under
an Agency Agreement (note 14 (d)), 3 257 568 common shares on the redemption of $1 059 000 Tranche 2 Convertible
Debentures (note 14(d)), 827 523 (2000: 90 578) common shares by way of satisfaction of interest payable on the 6%
exchangeable debentures (note 14(c)) and 9 475 758 upon exercise of special warrants (note 14(d)) for cash received of
$2,733,131.

During the year ended 31 December 2001 the Company purchased a vessel, under capital lease for $6,874,462 (Note 7).
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. In the period to 31 December 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.

See accompanying notes to the consolidated financia statements.
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Namibian Minerals Cor poration

Notesto the Consolidated Financial Statements

31 December 2001
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 redlize 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
agoing concern.

On 7 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 claim of $250,000. Operating costs and loss of earnings
were covered by a second insurance policy (“business interruption
policy™) for a period of up to 180 days, subject to an excess on the policy
of 14 days, and up to maximum operating costs and loss of earnings of
$67,500 per day. In October 2001 the Company received $9 million
under the business interruption policy in respect of operating costs and
loss of earnings arising from the damage to the NamSSol. The NamSSol
mining unit is currently being repaired.

As aresult of the damage to the NamSSol unit, the Company’s financia
position and liquidity deteriorated, which had the result of delaying
commissioning of the Nam Il mining unit. The Nam Il mining unit is
presently operating at full capacity.

a) Provisional liquidation of certain Southern African subsidiaries

In late February 2001, 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 Africaand Namibia. The Namibian companies were discharged
from provisional liquidation on 7 May 2001. One of the South African
subsidiaries, Pinette Investments (Pty) Ltd was discharged from
provisional liquidation on 22 May 2001.

In relation to the remaining subsidiaries that had been placed in
provisional liguidation, these were discharged from provisional
liguidation on 24 July 2001 following the acceptance by creditors of
offers of compromise in terms of Section 311 of the South African
Companies Act, which were also sanctioned by the Court on this date.

In terms of the schemes of arrangement to 31 December 2001 the
Company has paid:

(i) $2.45 million to give effect to the terms of the schemes of
arrangement with creditors;

(i) $1 million of the proceeds received by the Company under its

business interruption policy in respect of the damage to the
NamSSol.
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Namibian Minerals Cor poration

Notesto the Consolidated Financial Statements

31 December 2001
United States Dollars

1 Continuing oper ations (continued)

In addition, in terms of the schemes of arrangement for Namco Project
Management (Pty) Ltd and Namco South Africa (Pty) Ltd, the Company
has undertaken to issue debentures in the amount of the difference
between the sum of the creditor's claims proved and the aggregate
amount of the dividend received by creditors under the scheme of
arrangement. These debentures would be redeemable at the election of
the Company on or before December 31, 2004, would be unsecured and
would not bear interest. The debentures can be redeemed, at the instance
of the Company, for common shares of the Company on notice at a price
equal to the greater of (a) a weighted average market price of the
common shares of the Company, or (b) $0.75 per share. The issuance of
the common shares pursuant to the debentures would be subject to
regulatory approval.

The recelvers appointed under the schemes of arrangement are expected
to distribute the final dividends including the debentures to creditors in
March 2002.

b) 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 Investec
Bank (Mauritius) Ltd loan at the end of January 2001. The failure to pay
the capital repayment in full, together with the placing of some of the
Company’s Southern African subsidiaries into provisiona liquidation,
constituted breaches of the terms of the loan agreements with the
Company’s lenders. These breaches congtituted events of default, which
would have entitled the Company’s lenders to demand repayment of the
full amount of their loans outstanding. The lenders did not call an event
of default and agreed to a moratorium until 30 September 2001, pending
conclusion of an agreement with respect to rescheduling repayment of
loans.

After the Company’s lenders agreed to extensions of the moratorium
period the Company concluded a rescheduling agreement with its lenders
on 21 December 2001 (the Rescheduling Agreement) in terms of which
capital repayments in respect of the Company loans are to re-commence
from March 2003 until December 2008. Interest on the loans is to be
serviced monthly by the Company. An accelerated repayment applies if
the Company accumulates cash above a $5 million cash buffer, utilising
the surplus cash above the cash buffer (the accelerator). Senior lenders
are entitled to accelerate repayment utilising 50% of the cash above the
cash buffer.

The MV lvan Prinsep, over which the Company’s senior lenders,
Investec (Mauritius) Limited and KBC Bank NV, held a mortgage bond
was sold for receipts of approximately $3,700,000, the proceeds of which
were utilised to reduce the Company’s debt position with these lenders.

16



Namibian Minerals Cor poration

Notesto the Consolidated Financial Statements

31 December 2001

United States Dollars

Continuing oper ations (continued)

Pending finalisation of payment under the business interruption policy in
respect of the damage to the NamSSol the Company concluded a $6
million bridging facility with LL Mining Corporation (“LLM”), a
subsidiary of the Leveiv Group of companies, in September 2001. The
facility was secured by way of a charge over the proceeds in respect of
the business interruption claim and an assignment of the business
interruption policy in favour of LLM. The amounts drawn down by the
Company under this Facility have been fully repaid.

LLM made available $2 600 000 to the Company in the form of a credit
facility (“the First Facility”). The Company drew down the full extent of
this credit facility. The principal amount due under the credit facility
was convertible at the election of LLM into the common shares of the
Company, at a price of $0.33 per share. The credit facility was made
available upon LLM receiving 15,151,515 warrants, exercisable at $0.33
per share over aperiod of two years. The terms of this facility have been
amended (see note 13 and 22).

The Company concluded a $3 million bridging loan facility from LLM in
November 2001 (“the LLM $3 million bridging loan”). Subsequent to 31
December 2001 this facility has been replaced by a $10 million facility
which is discussed in note 22.

As at 31 December 2001 the Company has a working capital deficiency
of $7,795,000 and long term debt outstanding of $54,730,000.

The Company’s ability to meet its obligations and maintain its operations
is contingent upon regaining profitable operations and in turn improving
its cash flow position. The Company will need to raise additional funds.
These factors create significant doubt as to the Company continuing as a
going concern.

2.

Directors

The directors of the Company at 31 December 2001 and at the date of
signing the consolidated balance sheets are as follows:

A. Barboy
L. Geingos
A. Buxton
N. Woodyer
J. Kellerman
E. Nefussy
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Namibian Minerals Cor poration
Notesto the Consolidated Financial Statements

31 December 2001
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").

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

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 BV, Netherlands

Namco Mark Il Limited, United Kingdom

Namco Services Limited, United Kingdom

Namco (UK) Limited, United Kingdom

Namibian Minerals Corporation Limited, United Kingdom
Namibian Minerals Corporation Limited, Gibraltar

Namco (Gibraltar) Limited, Gibraltar

Island Diamonds Limited, Namibia (97.7%)

Namco Maritime (Pty) Limited, Namibia

Namco Namibia (Pty) Limited, Namibia

Namibian Oil and Minerals Corporation (Pty) Limited,
Namibia

Ocean Diamond Mining of Namibia (Pty) Limited, Namibia
(97.7%)

NMS Management Services (Pty) Limited, Namibia

Inshore Diamond Mining (Pty) Limited, South Africa (97.7%)
Namco Project Management (Pty) Limited, South Africa
Namco (Pty) Limited, South Africa

Namco Exploration South Africa (Pty) Limited, South Africa
Namco Holdings SA (Pty) Limited, South Africa

Namco Mark 1l Charterers (Pty) Limited, South Africa
Namco Properties (Pty) Limited, South Africa

Namco South Africa (Pty) Limited, South Africa

ND Charterers (Pty) Limited, South Africa

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

ODM Holdings Limited, South Africa (97,7%)

Pinette Investments (Pty) Limited, South Africa

Solid Pump Co (Pty) Limited, South Africa (97,7%)

b) Useof 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 financia statements and the reported
amounts of revenues and expenses during the reporting period.
Actual results could differ from these estimates.
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Namibian Minerals Cor poration
Notesto the Consolidated Financial Statements

31 December 2001
United States Dollars

3.

Significant accounting policies (continued)

0)

d)

e

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 and market
value.

Exploration and development costs
Exploration costs

Effective 1 October 2001, the Company changed its accounting
policy with respect to exploration expenditure, from deferring them
until the viability of a project was determined, to charging them to
income as incurred. Under the new policy, only expenditure
incurred on properties identified as having development potential
are capitalized as development costs.

This change, which has been applied retroactively with restatement
of prior years' financial statements decreased net earnings for the
year by $ nil (2000: $1,052,000; 1999: $245,000) and earnings per
share by $ nil (2000: $0.02; 1999: $0.01) and, as at 31 December
2001, decreased exploration and development costs and retained
earnings by $6,845,000.

Development Costs

Development costs are capitalized and reviewed regularly by
management for impairment. Any resulting writedowns are charged
to earnings. Once mining commences development costs are
reclassified to mineral properties and amortised on a unit-of-
production basis over the estimated reserves. The unit-of-
production is carats mined.

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 utilising
discounted estimates of future cash flows. Any resulting write-
downs are charged to earnings.
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Namibian Minerals Cor poration
Notesto the Consolidated Financial Statements

31 December 2001
United States Dollars

3. Significant accounting policies (continued)

h)

In accordance with the new accounting recommendations of the
CICA Handbook the Company’s acquisition accounting will be re-
examined and goodwill reassessed. Effective 1 January 2002,
goodwill relating to acquisitions will not be amortized but will be
subject to a periodic assessment of impairment.

Exchangeable and convertible debentures

The fair value of the exchangeable and convertible debentures is
estimated using discounted cash flow analysis based on borrowing
rates currently available for similar terms and maturities. The
exchangeable and convertible debentures have been segregated
into their debt and equity components. The financia 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 in
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, restricted cash, accounts
receivable, accounts payable, accrued liabilities and bank overdraft
approximates fair value. The accounts payable for Companies
previoudly in liquidation are to be settled with a non-interest
bearing debenture which has a fair value of $2,336,000 (Note 1a).
The estimated fair values of debt, except as described in note 12,
which approximate carrying value, are estimated by discounting
cash flows using current market rates available for debt 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

Financia 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.
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Namibian Minerals Cor poration
Notesto the Consolidated Financial Statements

31 December 2001
United States Dollars

3. Significant accounting policies (continued)

)

k)

Foreign currency translation

The accounts of the Company are expressed in United States
dollars. Effective 1 October 2001, the Company’'s foreign
operations adopted the United States dollars as its functional
currency. Foreign currency monetary assets and liabilities are
trandated into United States dollars at the exchange rates in effect
at the balance sheet dates.

Other balance sheet items and revenues and expenses are transl ated
at the rate prevailing on the respective transaction dates.
Trandation gains and losses are now included in income.

Previoudy, the Company’s foreign operations were trandated
using the current rate method whereby adjustments arising from
this trandation were deferred and recorded under a separate
component of Shareholders’ Equity. These deferrals are included
in income only when a reduction in the investment in these foreign
operationsisrealized.

Revenue recognition

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

Amortization

The Group records capital assets at cost and provides for
amortization on the following basis:

Buildings - straight-line over 40 years
Furniture & office equipment straight-line over 3to 6 years

L easehold improvements - dtraight-line over 5to 10 years

Mineral properties - unit-of production basis over
the estimated reserves

Motor vehicles - draight-line over 3to 5 years

Plant & machinery - straight-line over 1 to 10 years

Vessels - straight-line over 4 to 10 years

Earnings (loss) per share

As of 1 January 2001, the Company retroactively adopted the
treasury stock method for the calculation of fully diluted earnings
per share in accordance with a new Canadian Institute of Chartered
Accountants accounting standard. As a result of this change, fully
diluted earnings per share are computed using the weighted
average number of common and common equivalent shares
outstanding during the year. Common equivaent shares consist of
the incremental common shares exercisable upon the exercise of
stock options and are excluded from the computation if their effect
is anti-dilutive. The impact of this change in accounting policy on
the current and comparative fully diluted earnings per share was
not material.
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Namibian Minerals Cor poration
Notesto the Consolidated Financial Statements

31 December 2001
United States Dollars

Significant accounting policies (continued)

n)

Y

Stock based compensation plans

The Company has one stock-based compensation plan, which is
described in note 14(f). 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 accounts for income taxes using the future income
tax method of accounting. Under this method future income tax
liabilities and future income tax assets are recorded based on
temporary differences between the financia reporting basis of the
Company’s assets and liabilities and their corresponding tax basis.
The future benefits of income tax assets, including unused tax
losses are recognized, subject to a valuation allowance, to the
extent that it more likely than not that such losses will be ultimately
utilized. These future income tax assets and liabilities are
measured using enacted tax rates and laws that are expected to
apply when the tax liabilities or assets are to be either settled or
realized.

Vauation of warrants and conversion privileges

The fair value of warrants and conversion privileges 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 79%
to 100% and a weighted average annual risk free interest rate of
5.23% (31 December 2000 — 5.97%; 31 December 1999 — 5.43%).

4,

Inventories

Asat 31 Asat 31
December 2001 December 2000
$000 $000

Diamonds 2,593 2,400
Supplies 897 3,675

3,490 6,075

Marketable securities

The mid-market quoted value of the marketable securities as at 31
December 2000 was $51,000.
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Namibian Minerals Cor poration
Notesto the Consolidated Financial Statements

31 December 2001
United States Dollars

6. Development costs
(8 Namibia and South Africa
The Group holds the rights as specified on the following off-shore
mineral properties:
Concession/Grant Description Typeof Licence 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-I (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 50.01%
7b 7b Concession Precious stones prospecting rights 100%
12b 12b Concession Precious stones prospecting rights 100%
14c 14c Concession Precious stones prospecting rights 50.01%

During the year ended 31 December 2001, mining took place in Mining
Licences 36 and 51. Exploration is on-going.

Development costs to date are allocated between grants and concessions as

follows:
Asat 31 Asat 31
December December
2001 2000
$000 $000
Mining Licence 103A 8,605 8,605
Less: Impairment (4,000) -
4,605 8,605
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Namibian Minerals Cor poration
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31 December 2001
United States Dollars

7. Capital assets The major categories of capital assets and related accumulated
amortization are as follows:

Cost Accumulated Asat 31 Asat 31
Amortization December December
2001 2000
Net Book Net Book
Value Value
$000 $000 $000 $000
Furniture & office equipment 1,370 900 470 1,636
Land & buildings 1,367 119 1,248 1,488
Leasehold improvements 226 128 98 360
Mineral properties 41,309 7,203 34,106 36,822
Motor vehicles 234 187 a7 88
Plant & machinery 60,841 12,044 48,797 60,769
Vessels 9,763 2,391 7,372 8,277
115,110 22,972 92,138 109,440

The Company a 31 December 2001 had commitments totaling
$1,200,000 (2000: $1,590,000) for repair and modification to the
NamSSol mining tool and MV Kovambo.

Vessels include a vessel under a capital lease with a cost of $6,874,462
(2000: $ nil) and with accumulated amortization of $1,288,962 (2000: $

nil).
8. Deferred Costs Deferred costs are as follows:

Cost Accumulated Asat 31 Asat 31
Amortization December December
2001 2000
Net Book Net Book
Value Value
$000 $000 $000 $000

Deferred financing fees
KBC Bank NV 300 174 126 225
Tranche 1 790 297 493 -
Tranche 2 986 330 656 -
Rescheduling fee 893 - 893 -

Warrants

Investec Bank 500 500 - 208
KBC Bank NV 350 310 40 200
Shipowner 295 186 109 -
6% Exchangeabl e debenture 70 70 - 70
4,184 1,867 2,317 703

Deferred financing fees arise from costs relating to raising finance on the
KBC Bank NV loan, Tranche 1 and Tranche 2 convertible debentures.
The financing fees are being amortized over the period of the loans.

The deferred cost relating to warrants arise from the issuance of warrants

to KBC Bank NV and shipowners. The warrants are being amortized
over varying periods to maturity.
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8.

Deferred Costs (continued)

The exchangeable debentures charge arose from the extension of the
exercise period of the debenture to 4 December 2001 and has been
amortized over one year.

Goodwill

Asat 31 Asat 31

December December

2001 2000

$000 $000

Goodwill 35,814 35,814
Less: Accumulated amortization (5,129) (2,716)
I mpairment (15,000) -
15,685 33,098

As part of a review of the Company’s financial results management
performed an assessment of the carrying values of its goodwill. This
assessment was performed pursuant to the Company’s significant
operational setbacksin 2001, the decline in diamond prices over the past
12 months and the re-financing of the Group since the withdrawal of a
number of the Company’s subsidiaries from provisional liquidation.

As a result of the assessment, the Company recorded an impairment of
$15 million against goodwill.

The fair value of goodwill was determined based on discounted future
cash flows of the group over a period of 10 years. The assumptions
supporting the estimated future cash flows, including the discount rate
reflect management’ s best estimate.

10.

Accounts payable and accrued liabilities

Asat 31 Asat 31

December December

2001 2000

$000 $000

Trade payables and accruas 4,840 10,524
Amounts due to employees 657 -
Accrued interest 1,308 893
Other 355 680
7,160 12,097
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11. Restricted cash

Asat 31 Asat 31

December December

2001 2000

$000 $000

Bank deposit against guarantee 5,000 -
Deposit in escrow 639 -
Pledge Account 156 -
5,795 -

The MV Ya Toivo's charter fees and the MV Zacharias charter fees have
been guaranteed by deposits in a bank account and escrow account
respectively. The pledge account comprises mainly letters of credit.

12. Long term debt

Asat 31 Asat 31

December December

2001 2000

$000 $000

Financing agreement with Investec Bank (Mauritius) Limited 4,227 8,571

Financing agreement with HSBC Equator Bank plc and Nedcor 23,125 23,589
Bank Ltd

Financing agreement with Investec Bank (UK) Ltd and KBC 21,015 21,500
Bank NV

Commercial Bank of Namibia 830 -

Lease obligation with Sea Truck 6,190 -

Other long term debt 356 585

Total long term debt 55,743 54,245

Less: current portion (1,013) (16,535)

Long term debt 54,730 37,710

The long term debt with Investec Bank (Mauritius), HSBC, Nedcor
Bank, Investec Bank (UK), KBC Bank and Commercia Bank of
Namibia was rescheduled under a Rescheduling Agreement whereby
capital repayments are to recommence from March 2003 until December
2008 (note 1). In terms of Rescheduling Agreement the interest rate
payable on these loansis LIBOR plus a margin of 3.5% provided that:

i)  the Nedcor Bank Ltd loan of $21 250 000 will revert to 6.75% on
1 April 2003.

ii) the Commercial Bank of Namibia loan interest rate is payable at
the bank’ s prime overdraft rate plus a margin of 3.5%.

Security has been granted to the lenders by way of a pledge and cession
of shares and loan accounts by certain of the Company’s subsidiaries
and a charge over al the group’s assets with the exception of the assets
secured in favour of the Leviev Group (note 13).
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12.

Long term debt (continued)

All long term debts are denominated in United States dollars with the
exception of the debt due to the Commercial Bank of Namibia which is
denominated in Namibian dollars.

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 egual to the one month
LIBOR rate plus 3.5%.

Asat 31 Asat 31

December December

2001 2000

$000 $000

Carrying value 21,250 21,250
Fair value 22,975 20,436

The carrying value of the remaining long-term debt is estimated to
approximate its fair value at 31 December 2001 and 2000.

The Company and Sea Truck entered into a charter agreement in respect
of the MV Zacharias which includes an obligation on the Company to
purchase the MV Zacharias by no later than the end of March 2003 for
an amount of $5 million. For the purpose of calculating the Company’s
long term debt this charter agreement has been treated as a capital lease.
The lease is repayable in installments of $3 500 per day until March
2003. The lease is secured by funds entered into escrow (note 11) and a
guarantee by a subsidiary company. The lease bearsinterest at 5.5 % per
annum. Included in the total future payments under this lease of
$1,277,000 in 2002 and $5,315,000 in 2003 are financing costs of
$396,966. Interest expense on this lease during the year ended 31
December 2001 totalled $278,095 (2000: $ nil; 1999: $ nil).

Minimum capital repayments of long-term debt for the next five years are
asfollows:

2002 - $1,013,000
2003 - $11,520,000
2004 - $6,501,000
2005 - $7,721,000
2006 - $9,752,256
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13. Short term debt from shareholders

Asat 31 Asat 31
December December
2001 2000
$000 $000

Convertible loan 2,278
Bridging Finance 2,552 -
4,830 -

LLM made available the first facility of $2.6 million which bears interest
at 10% per annum and is due to be repaid in June 2002. The loan is not
secured but can be converted, at the option of the LLM, into common
shares of the Company at an exercise price of $0.33 per warrant. In
addition the Company issued to the lender 15,151,515 common share
warrants exercisable at any time prior to 31 March 2003. The principal
amount of $2.6 million has been apportioned as follows: short-term debt
$1,790,000 and $810,000 to warrants and conversion privileges. The
debt component of the convertible loan will be accreted to the
$2,600,000 maturity value of the instrument through the recording of
additional interest expense over the term of the convertible loan. The
terms of the first facility have been amended (note 22(b)).

LLM has aso supplied $2,552,000 loan to the Company as bridging
finance under the LLM $3 million bridging loan. Interest is payable at
10% per annum. The bridging finance is secured by the plant and wirth
drill on board of the MV Zacharias and the plant, machinery and the
launch and recovery system on board of the MV Kovambo. The loan has
been replaced by a $10 million facility (note 22(a)).
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14. Share capital
a) Details of the Company’s issued and outstanding shares are as
follows:

Undiluted Share Position at 31 December 2001

Issued and Amount

Fully Paid $000
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 5,004,340 18,770
Private placement 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 228,104 912
Warrants 400,000 2,044
Balance at 31 December 2000 47,602,099 90,169
Sharesissued in period
Tranche 1 Special Warrants (d) 9,475,758 2,733
LLM Investment (€) 37,727,273 13,873
Canaccord fee (d) 850,000 280
Converted debentures (d) 3,257,568 1,059
Issuance of shares for 6% exchangeable debentures interest 827,523 124
Outstanding share capital at 31 December 2001 99,740,221 108,238

The authorized share capital of the Company is an unlimited number of common shares of no par
value.

Fully Diluted Share Position at 31 December 2001 No of Shares

Outstanding share capital at 31 December 2001 99,740,221
Canaccord Placements (Tranche 1 and 2)
Tranche 1 of the Private Placement, (23 March 2001)

Tranche 1 Convertible Debenture 19,009,091
Tranche 1 Warrants 14,242,424
Tranche 1 Broker Warrants 2,848,485 36,100,000
Tranche 2 of the Private Placement (30 April 2001)
Tranche 2 Convertible Debenture 4,621,212
Tranche 2 Warrants 3,939,394
Tranche 2 Broker Warrants 787,879
LLM investment
Warrants 18,863,636
Conversion of entire credit facility 7,878,788
Credit facility warrants 15,151,515 41,893,939
Shipowner warrants 1,000,000
Other common shares issuable *3,705,000
191,787,645
*
Options 2,200,000
Exchangeable Debentures 775,000
Warrants 500,000
Warrants 230,000
3,705,000
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14. Share capital (continued)

b) Warrantsand Conversion Privileges

Details of the Company’ s warrants and conversion privileges are as

follows:
Asat 31 Asat 31
December December
2001 2000
$000 $000
Warrants

KBC Bank NV 350 350
Investec Bank (Mauritius) Limited - 56
Tranche 1 1,349 -
Tranche 2 559 -
LLM —warrants 542 -
Shipowner warrants 295 -

Conversion privileges
Tranche 1 728 -
Tranche 2 145 -
LLM — convertible loan 268 -
4,236 406

Cc) 6% Exchangeable Debentures

The debentures are exchangeable at the option of the debenture holder
into common shares of the Company at a conversion price of $2 until 4
December 2002. By agreement the maturity period was extended from 4
December 2001 to 4 December 2002 without affecting the existing
terms. The Company may redeem the debentures on or 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. The
interest rate on the debentures was increased at the end of 2000 from 6%

to 8%.

To 31 December 2001, $3,450,000 of the debentures have been

converted with the issuance of 1,175,074 shares.

The remaining equity component (31 December 2001: $1,550,000)
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.

30



Namibian Minerals Cor poration
Notesto the Consolidated Financial Statements

31 December 2001
United States Dollars

14.

Shar e capital (continued)

d) Canaccord Private Placements

On 23 March 2001, the Company raised $9,400,000 by way of a private
placement. Canaccord Capital Corporation (“Canaccord”) sold 9,475,758
special warrants (the “Tranche 1 Special Warrants') for total proceeds of
$3,120,000 and $6,273,000 in principal amount of 10% special notes
with aterm of two years (the Tranche 1 Special Notes).

Immediately following their sale, each Tranche 1 Special Warrant was
exchanged into one common share and one half of one warrant for no
additional consideration.

Immediately following their sale, the Tranche 1 Special Notes were
exchanged for no additional consideration for an equivalent principal
amount of convertible debentures (the “Tranche 1 Convertible
Debentures’) and half a warrant for every $0.33 of principal amount of
Tranche 1 Special Note. The Tranche 1 Convertible Debentures are
exercisable until 23 March 2003 and are convertible into common shares
of the Company at a conversion price of $0.33 per share. The principal
amount of the Tranche 1 Special Note has been apportioned as follows:
long term debt of $4,196,000, warrant rights of $1,349,000 and
conversion privileges of $728,000. These components have been
measured at their respective fair values on the date the Tranche 1 Special
Notes were issued. The warrants issued pursuant to the conversion of the
Tranche 1 Specia Warrants and the Tranche 1 Special Notes are each
exercisable over a period of three years from the date of conversion and
are convertible into one common share at an exercise price of CAD$0.60
per share. A total of 14,242,424 common shares are issuable in
connection with these warrants.

On 30 April 2001 Canaccord sold $2,600,000 in principal amount of
10% special notes (the “Tranche 2 Special Notes’) by way of a private
placement to investors for aggregate gross proceeds of $2,600,000 (costs
of placement were $986,000). The Tranche 2 Specia Notes were
immediately exchanged for no additional consideration for an equivalent
principal amount of convertible debentures (the “Tranche 2 Convertible
Debentures’) and half a warrant for every $0.33 of principal amount of
Special Note. The Tranche 2 Convertible Debentures are exercisable
until 30 April 2003 and are convertible into common shares of the
Company at a conversion price of $0.33 per share. The principal
amount of the Tranche 2 Special Notes has been apportioned as follows:
long term debt of $1,740,000, warrant rights of $559,000 and conversion
priviledge of $301,000. These components have been measured at their
respective fair values on the date the Tranche 2 Special Notes were
issued The warrants issued pursuant to the conversion of the Tranche 2
Specia Notes are each exercisable over a period of three years. A total
of 3,939,394 common shares are issuable in connection with these
warrants.

The holders of Tranche 1 Convertible Debentures have the right to
nominate two representatives to the board of directors of the Company.

An affiliate of Canaccord was paid a corporate finance fee in the form of
850,000 shares at a value of $0.33 per share.
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14.

Shar e capital (continued)

Canaccord was issued common share purchase warrants (the “Tranche 1
Broker Warrants’ and “Tranche 2 Broker Warrants’) on the same terms
as the warrants above allowing it to acquire up to 10% of the common
shares issuable pursuant to the Tranche 1 Special Warrants, the Tranche
1 Specia Notes and the Tranche 2 Special Notes. A total of 3,636,363
common shares are issuable in connection with Canaccord's
compensation.

During the year ended 31 December 2001, $1,059,000 Tranche 2
Convertible Debentures have been converted into common stock of the
Company at a conversion price of $0.33.

The costs of placement have been apportioned between the Tranche 1
Special Warrants and Tranche 1 Special Notes in proportion to their
gross value. The costs of $790,000 and $986,000 associated with the
Tranche 1 Special Notes and Tranche 2 Special Notes, respectively have
been taken as a deferred financing fee to be amortized over the life of the
Tranche 1 Convertible Debentures and Tranche 2 Convertible
Debentures, respectively. The terms of the Convertible Debentures and
Warrants have been amended as described in Note 22(c).

e) Investmentby LLM

LLM subscribed for common shares, accompanied by warrants, as
follows:

(i) 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, each
convertible into one common share of the Company until 30 April
2004 &t a price of $0.40 per share; and

(ii) 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, each
convertible into one common share of the Company until 30 April
2004 at a price of $0.50 per share.

Total funds subscribed were $15,000,000 (costs of placement were
$1,127,000).

At 31 December 2001 LLM held 37.8% of the outstanding common
shares of the Company, prior to the exercise of any convertible
debentures or warrants.

f)  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.
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14. Shar e capital (continued)

A summary of the status of the Company’s fixed stock option plan as at
31 December 2001 and changesin the period are presented below:

No. of options Exercise Expiry Exercisableat
Outstanding price date 31 December
$ 2001

1,740,000 2.75 04.03.2004 1,305,000
200,000 325 27.05.2004 150,000
100,000 2.35 08.08.2005 62,500
60,000 050 17.04.2006 30,000
100,000 0.50 30.06.2004 100,000
2,200,000 1,647,500

Changesin fixed stock option plan in the three financial periods ending
31 December 2001 are asfollows:

For the 12 Weighted For the 12 Weighted For the 12 Weighted
Months Average Months Average Months Average
Ended Exercise Ended Exercise Ended Exercise
31 price 31 price 31 December Price
December December 1999
2001 2000
Outstanding at the
beginning of the period 3,462,625 $2.85 3,354,500 $2.88 2,190,000 $3.63
Granted 160,000 $0.50 364,500 $2.73 2,950,000 $2.86
Exercised - - (63,375) $3.01 (37,166) $1.97
Expired (272,000) $2.95 (193,000) $3.06 (1,748,334) $3.80
Cancelled on leaving (1,150,625) $2.91
Outstanding at the
end of period 2,200,000 $2.21 3,462,625 $2.85 3,354,500 $2.88

g) Shipowner Warrants

In order to ensure that the owner of the MV Ya Toivo supported the
refinancing efforts of the Company, at 31 December 2001, the Company
has issued 1,000,000 warrants (2000: Nil; 1999: Nil), each exercisable
over a period of 12 months from 1 April 2001 to acquire one common
share at a price of $0.50 per share. The fair value of these warrants is
being deferred and amortized over a period of 12 months.

h)  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 nil common shares
under the plan have taken place during the year ended 31 December
2001 (2000: 13,100). The employees who had elected to participate in
the share purchase plan have been repaid monies that had been paid by
them to acquire shares, following the provisiona liquidation of the
Company’s subsidiaries.
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Shar e capital (continued)

) Warrants

Under the KBC loan, 500,000 warrants which are each convertible into
one common share at an exercise price of $7.00, were issued. The
warrants are exercisable for a two year period to 5 April 2002. Also,
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 2004.

15.

Income taxes
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.
A reconciliation of the income tax benefit (provision) with amounts
determined by applying the statutory income tax rates of the United
Kingdom to the consolidated income (loss) before income taxes for
completed financia periodsis asfollows:
For the 12 For the 12 For the 12
Months ended Months ended months
31 December 31 December ended
2001 2000 31 December
$000 $000 1999
$000
Earnings (loss) for the period before tax (58,675) (945) 16,893
Income tax recovery (provision) at statutory rates 17,603 284 (5,068)
Adjustments
Foreign tax rates 9,205 1,321 (4,027)
Permanent differences (644) 297) 68
Tax benefit of losses not recognized in current
period (23,917) (508) -
Application of loss carry forwards - - 9,027
Income tax recovery 2,247 900 -

The Company’s future tax items are as follows:

Asat 31 Asat 31
December December
2001 2000
$000 $000

Future income tax assets
South Africaand Namibia 30,895 13,750
UK 18,063 748
Total future income tax assets 48,958 14,498
Valuation alowance (37,341) (8,305)
11,617 6,193
Future income tax liabilities (24,003) (20,908)
(12,386) (14,715)
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15. I ncome taxes (continued)
At 31 December 2001, in South Africa and Namibia, the Group has
income tax losses of not less than $55,869,000 (2000: $29,000,000)
available to reduce future taxable income which can be carried forward
indefinitely. Losses available for carry forward in the United Kingdom
are approximately $48,439,000 (2000: $2,500,000) which can be carried
forward indefinitely.
16. Non-controlling inter est
Non-controlling interest represents the interests in the net assets of
Ocean Diamond Mining Holdings Limited not owned by the Company.
Asat 31 Asat 31
December December
2001 2000
$000 $000
Balance at start of the period 400 1,300
Reduction in the period (400) (900)
Balance at end of the period - 400
17. Changesin non-cash working capital
For the 12 For the 12 For the 12
months months months
ended 31 ended 31 ended 31
December December December
2001 2000 1999
$000 $000 $000
Accounts receivable 774 (11 1,536
Prepayments (104) 299 (398)
Inventories 2,585 (796) (2,651)
Accounts Payable for companiesin liquidation 3,420 - -
Accounts payable and accrued liabilities (4,937) 3,473 3,231
Advance receipt on inventory sales (2,640) 4,250 -
Effect of foreign exchange movement 648 (475) 224
(254) 6,740 1,942
Supplemental disclosure of cash flow information:
Cash receipts for interest 248 789 632
Cash payments for interest — long term debt 5,000 2,385 154
Cash payments for interest — other 278 - -
Cash payments for taxes 4 - -
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18. Segmented infor mation

The Company operates in one industry segment, diamond mining. A
significant proportion, approximately 95% of the long lived assets which
include capital assets and development costs are utilized in the
Namibian operations. The remaining 5% 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.

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

19. 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) the MV Kovambo for five years as from 30 September 1997 at an
annual cost of approximately $4,325,000. From 2001 the annual
cost was reduced to $2,317,750;

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

c) theMV Zacharias as detailed in note 12.

20. Related party Transactions

The company entered into a marketing agreement with LL Diamonds Ltd
(“LLD"), a company related to LLM and part of the Leviev group of
companies, on 30 March 2001 whereby it granted LLD the exclusive
right to purchase and be the sole distributor of the Company’s diamonds
for a maximum period of 15 years. As consideration for the diamonds
purchased from the Company, LLD is obliged to pay the current market
price for diamonds of the same quality mix type (“the current market
price”) less a discount of 3.5% on gross value. Determination of the
current market price is determined using the following progressive
alternative mechanisms:

i) By agreement; alternatively

ii) by amutualy appointed evaluator; aternatively

iii) by way of a window operation mechanism whereby the Company
obtains tenders in the Antwerp market to purchase up to a
representative 10% of annual diamond production.

For the year ended 31 December 2001, $4,393,416 of diamond sales
were concluded in terms of the above mentioned marketing agreement.
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21.

M atter s outstanding with regard to the general offer for ODM

At the end of 1999 the Company was appealing two related matters
before the Security Regulations 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 was to be
opposed by the Company. The matter is pending and any final decision
isunlikely in 2002.

22,

Subsequent Events

b)

In January 2002, the Company concluded a further $10 million
facility with LLM which replaces the LLM $3 million bridging
facility (note 13). The $3 million facility has been fully drawn
down. The $10 million facility is convertible into shares of the
Company at the instance of LLM and the capital is repayable
monthly from 31 January 2004 to 31 December 2008. The
accelerator applies to the loan. LLM are entitled to accelerate
repayment of the loan and the First LLM loan (see below) utilising
12.5% of cash above the cash buffer. Theloan is secured by:

(i) A cession of the charter agreement in respect of the MV
Zacharias

(ii) A charge over the assets aboard the MV Zacharias

(iii) A charge over the process plant aboard the MV Kovambo

(iv) A mortgage bond over aresidential property in Namibia

(v) A second mortgage bond over property in Cape Town, South
Africa

The First LLM Facility has been rescheduled. The capital and
interest is repayable on the same terms as for the convertible
debentures. The conversion price on the loan has also been reduced
from $0.33 to $0.22. The accelerator also applies (see above). LLM
has waived its entitlement to 30 million warrants already granted to
it under the investment and a portion of the warrants granted to it

under the First LLM Facility.

The Company has concluded rescheduling the terms of convertible
debentures issued in March 2001 (Tranche 1) and April 2001
(Tranche 2) of $7,798,000. Cumulative interest at 10% will be
repayable in June 2003 and thereafter by way of bi-annua
payments. The maturity date has been extended to 23 September
2008 and 30 October 2008 for Tranche 1 and Tranche 2
respectively. The principal is to be repaid in 10 equal 6 monthly
installments commencing 23 March 2004 and 30 April 2004 and
finishing 23 September 2008 and 30 October 2008 for Tranche 1
and Tranche 2 respectively. The conversion price of the
convertible debentures was reduced from $0.33 to $0.22. The
accelerator also applies in respect of the convertible debentures in
terms of which repayment is to be accelerated utilising 1% of cash
above the cash buffer for each $1 million of principal amount of the
debentures.
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22. Subsequent Events (continued)

d)

e)

In order to generate cost savings and to better incentivise key
executives and consultants in the restructuring of the Company, the
company and the eight individuals listed below have agreed to
adopt a share compensation programme described below (the
“Share Repayment Plan”), the participants are:

Eliezer Nefussy Chief Financial Officer and
Director

Peter Looijen Managing Director

Craig Barry Assheton-Smith Company Secretary

Michael Ernest Miles Internal Controller

John Alastair Holberton Former CEO and Director

John Charles Fairburn Purdy Consultant, former CFO and
Director

Megan Jane Williams Former employee

Michael Wane Woodborne Former employee

The participants and the Company have entered into an agreement
in respect of the Share Repayment Plan, which provides for a 10%
reduction in salary or other compensation for the Participants
during the period from 1 August 2001 to 31 March 2002. The price
of those shares will be $0.1365, calculated as the simple average
market price on NASDAQ during the 20 business days immediately
preceding 7 December 2001, the effective date of the agreement.
The maximum number of shares that would be issuable under this
programme is 600,000 shares.

The Company and Endeavour Financial Corporation Inc
(“Endeavour”) concluded an agreement in terms of which
Endeavour assisted the Company in concluding the rescheduling
agreement with the Company’s senior lenders for a fee of $150
000 and the issuance of 500 000 common shares in the Company.
The 500 000 shares were issuable to Endeavour provided the
rescheduling agreement was successfully concluded.
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22. Subsequent Events (continued)

The fully diluted share position after the conclusion of the
restructuring of debt repayments to the Company senior lenders, the
amendments of the Tranche 1 and Tranche 2 Convertible
Debentures, the first LLM Loan and the $10 million loan from LLM

IS
Tota Fully Diluted — December 31 2001
Restructuring Proposals

Rescheduling Agreement with Senior Lenders
Facility fee (1% of $49 170 000 @ $0.22)

Rescheduling Agreement with T1 and T2 Convertible Debenture Holders (Notel)
T1 convertible debentures ($6,273,000 @ 0.22)
T2 convertible debentures ($1,525,000 @ 0.22)
Less adjustment for double counting T1 and T2 @$0.33

Amendment of Repayment terms on $2 600 000 loan from LLM (Note 2)
Conversion of Facility ($2,600,000 @ $0.22)
Less adjustment for double counting $2,600,000 @ $0.33)

$10 000 000 from LLM (Note 3)
Conversion of Facility ($10 000 000 @ $0.22)
Facility Warrants @ $0.22

Cancellation of Existing LLM Warrants
Canced LLM Investment Warrants
Cancel portion of $2 600 000 LLM Loan warrants

Other Shares Issuable
Endeavour Success Fee
Warrants JA Holberton (3 000 000 @ $0.16 expiring 1 January 2007) (Note 4)
Share Repayment Plan (Note 5)

Forfeiture of options on resignation taking effect post 31 December 2001

Total Fully Diluted Share Position

28,513,636
6,931,818
(23,630,303)

11,818,182
(7,878,788)

45,454,545
45,454,545

(18,863,636)
(11,136,364)

500,000
3,000,000
600,000

191,787,645

2,235 000

11,815,151

3,939,394

90,909,090

(30,000,000)

4,100,000

(1,315,000

273,471,280

Notel  The convertible debenture holders have the right to convert interest to shares after 30 June 2003 at the average trading price

on Nasdaq for 10 preceding trading days.

Note2  Theinterest is convertible to shares after 30 June 2002. At a conversion price equal to weighted average trading price on

Nasdaq 10 preceding date of receipt of notice of conversion.

Note3  Theinterest is convertible to shares at the greater of $0.22 and the weighted average trading price for the 10 trading days

prior to the loan or any part thereof being drawn down.

Note4 A severance agreement was concluded with JA Holberton which includes the issue of 3 million warrants.

Note5  Thisplanisdescribed in Note 22(d).
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SHAREHOLDER INFORMATION

Annual General Meeting

The Annual General Meeting will be held at 11h30 (London time) on 14 May 2002 at One Royal Exchange Avenue,
London.

Stock Exchange Listingsand Ticker Symbols
Namibian Stock Exchange (NMC)
Nasdag National Market (NMCOF)
The Toronto Stock Exchange (TSE)

Share Registrars

Computershare Trust Company of Canada Transfer Secretaries (Pty) Ltd
4" Floor Kaiserkrone Centre

510 Burrard Street Shop 12

Vancouver Post Street Mall

British Columbia P O Box 2401

V6C 3B9 Windhoek

Canada Namibia

Tel: +1 604 661 9400 Tel: +264 61 227 647

Investor Information

Investors requiring information may contact Gregory Walker on +27 21 659 1100.

Board of Directors M anagement

Arye Barboy (Chairman) Greg Walker CEO

Andrew Buxton Peter Looijen MD: African Operations
Eli Nefussy Eli Nefussy Chief Financial Officer
Jay Kellerman Craig Assheton-Smith Company Secretary

Neil Woodyer Kombadayedu Kapwanga Regional Director

Loine Geingos
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Corporate Office
26 Dover Street
LONDON
WI1S4LY

Tel: +44 20 7763 7100
Fax: +44 20 7763 7101

Local Offices

Namco Namibia (Pty) Ltd
114 Robert Mugabe Avenue
P O Box 24857

Windhoek

Namibia

Tel: +264 61 231 353
Fax: +264 61 249 253

Namco Holdings SA (Pty) Ltd
Namco House

Cnr. Klipper & Main Roads
Rondebosch, Cape Town, 7700
P O Box 427, Rondebosch, 7701
South Africa

Tel: +27 21 659 1100
Fax: +27 21 659 1101

Namibian Minerals Corporation isincorporated in the Y ukon Territory, Canada
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