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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

2.11 DEFERRED TAX
Deferred tax is provided in full, using the liability method, on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the consolidated financial statements. Deferred tax is determined
using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date and expected
to apply when the related deferred tax is realised or the deferred liability is settled.

Deferred tax assets are recognised to the extent that it is probable that the future taxable profit will be available
against which the temporary differences can be utilised.

2.12 CASH AND CASH EQUIVALENTS
Cash and cash equivalents include cash in hand and deposits held at call with banks. Bank overdrafts
are shown within borrowings in current liabilities on the balance sheet. For the purposes of the cash flow statement,
cash and cash equivalents include bank overdrafts.

2.13 TRADE RECEIVABLES
Trade receivables are stated at their nominal value as reduced by appropriate allowances for estimated
irrecoverable amounts.

2.14 TRADE PAYABLES
Trade payables are stated at their nominal value.

2.15 PROVISIONS
Provisions are recognised when the Group has a present obligation as a result of a past event which it is probable
will result in an outflow of economic benefits that can be reasonably estimated.

2.16 EQUITY INSTRUMENTS
Equity instruments are recorded at the proceeds received, net of direct issue costs.

2.17 REVENUE RECOGNITION
Revenue comprises the fair value for the sale of goods and services, net of value-added tax, rebates and discounts and
after eliminated sales within the Group. Sales of goods are recognised when the goods are delivered and title has passed.

2.18 FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group has become a party
to the contractual provisions of the instrument. For this purpose:
= Short term trade and other receivables and creditors are not treated as financial assets or financial liabilities except for
the currency disclosures; and
= The Group does not hold or issue derivative financial instruments for speculative or trading purposes.

2.19 BORROWING COSTS
All borrowing costs are recognised in the income statement for the period in which they are incurred.

2.20 SHARE BASED PAYMENTS
The Company makes share based payments to certain employees, directors and advisers by way of issues of share options
for services rendered. The fair value of these payments is calculated by the Company using the Black Scholes option
pricing model. The expense is recognised on a straight line basis over the period from the date of award to the date of
vesting, based on the Company’s best estimate of the number of shares that will eventually vest.
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Annual Financial Statements (continued)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

3.1

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS

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

(a)Estimated impairment of intangible assets

The Group tests annually whether its intangible assets have suffered any impairment in accordance with the accounting
policies stated in note 2.10. The recoverable amounts are derived from future expected revenues based on independent
valuation of the mining leases, discounted as appropriate.

(b)Income taxes

The Group is subject to income taxes in the jurisdictions in which it operates. Significant judgement is required

in determining the world wide provision for income taxes. There are many transactions and calculations for which

the ultimate tax determination is uncertain during the ordinary course of business. The Group recognises liabilities

for anticipated tax audit issues based on estimates of whether additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were initially recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such determination is made.

LOSS PER ORDINARY SHARE
The basic loss per ordinary share has been calculated using the loss for the financial year of £4,456,442 (2005: £5,905,716)
and the weighted average number of ordinary shares in issue of 74,876,210 (2005: 60,000,000).

The diluted loss per share has been calculated using a weighted average number of shares in issue and to be issued of
79,426,646 (2005: 61,975,773). The diluted loss per share has been kept the same as the basic loss per share as the
conversion of share warrants and options decreases the basic loss per share, thus being anti-dilutive.

HOLDING COMPANY INCOME STATEMENT

In accordance with the provisions of Section 230 of the Companies Act 1985 the holding company has not presented
an income statement. A loss for the year ended 31 October 2006 of £1,578,019 (2005: £188,155) has been included

in the consolidated income statement.
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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

6 SEGMENT INFORMATION

6.1 PRIMARY REPORTING FORMAT — BUSINESS SEGMENTS
During the year the Group was organised into its main business segment as follows:
Exploration and mining of alluvial diamonds and selling them in the related world markets.

6.2 SECONDARY REPORTING FORMAT — GEOGRAPHICAL SEGMENTS
The information on sales, total assets and capital expenditure for the respective periods are set out below:

2006 2005
£ £
Sales
Europe excluding UK 266,456 1,081,804
266,456 1,081,804
Sales are allocated based on the country in which the customer is located.
2006 2005
£ £
Total assets
UK 1,552,604 66,943
Sierra Leone 1,524,955 1,107,561
3,077,559 1,174,504

Total assets consist of property, plant and equipment, intangible assets, receivables and cash. Total assets are allocated
based on where the assets are located.

2006 2005
£ £

Capital expenditure
UK - -
Sierra Leone 1,173,512 2,449,704
1,173,512 2,449,704

Capital expenditure comprises additions to property, plant and equipment and intangible assets. Capital expenditure is
allocated based on where the assets are located.
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Annual Financial Statements (continued)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

7  EXPENSES BY NATURE

Notes 2006 2005
£ £

The Group’s operating loss is stated after charging:
Depreciation, amortisation and impairment charges 11 and 12 243,701 1,377,475
Employee benefit expenses excluding share based payments 1,044,340 1,370,481
Transportation and fuel charges 354,048 1,051,129
Rent and rates — London office 380,034 232,596
Audit 35,000 25,000
Share based payments 20 1,542,577 188,155
Other expenses 935,117 2,120,242
Total cost of goods sold and administrative expenses 4,534,817 6,365,078

8 FINANCE COSTS
2006 2005
£ £
Interest expense:

- shareholders’ loans - 409,502
- other loans 143,077 161,271
- bank overdraft - 9,669
143,077 580,442
Less: Interest receivable (27,496) -
115,581 580,442
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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

9 EMPLOYEE BENEFIT EXPENSE
2006 2005
Number Number
Number of employees
The average monthly numbers of employees (including the directors)
during the year were:
Employed in UK - Administration 8 6
- Operation - -
Employed in Sierra Leone - Administration 1 1
- Operation 214 425
223 432
2006 2005
£ £
Employment costs
Wages and salaries 755,543 1,222,638
Social security costs 218,547 19,279
Staff welfare 34,576 59,385
Share based payments 1,071,100 46,682
Staff accommodation costs 34,478 67,914
Staff medical costs 1,196 1,265
2,115,440 1,417,163
9.1 DIRECTORS’ EMOLUMENTS
2006 2005
£ £
Remuneration and other emoluments 1,196,029 166,682
The remuneration of directors was as follows:
Share based 2006 2005
Fee/salary payments Total Total
£ £ £ £
F Hager 36,000 36,750 72,750 -
N Levy 118,333 21,706 140,039 48,750
Y Ziv 91,416 21,706 113,123 71,250
J Carrick Smith 25,000 410,059 435,059 23,341
P O’Kane 25,000 410,059 435,059 23,341
295,749 900,280 1,196,029 166,682
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Annual Financial Statements (continued)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

10 TAXATION
2006 2005
£ £
Current year
UK Corporation tax 53,500 -
Double tax relief (13,500) —
Overseas tax 32,500 42,000
Prior years
UK Corporation Tax - -
72,500 42,000
UK corporation tax is calculated at 30% of the estimated assessable profit for the period.
Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.
The charge/(credit) for the periods can be reconciled to the income statements as follows:
2006 2005
£ £
Loss before tax:
Continuing operations (4,383,942) (5,905,716)
Tax at the UK corporation tax rate of 30% (1,315,183) (1,771,715)
Tax effects of deferred tax assets not recognised and expenditure
not deductible in determining taxable profit (1,368,683) 1,729,715
Overseas withholding taxes not recoverable 19,000 42,000
72,500 -
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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 october 2006

11  INTANGIBLE ASSETS
Deferred Mining  Rehabilitation
Group exploration licences costs Total
£ £ £ £
Cost
At 1 November 2005 123,721 30,495 108,349 262,565
Additions - 480,391 97,859 578,250
At 31 October 2006 123,721 510,886 206,208 840,815
Amortisation
At 1 November 2005 13,609 3,354 11,918 28,881
Charge for the year 4,685 1,155 18,573 24,414
At 31 October 2006 18,294 4,509 30,491 53,295
Net book value
At 31 October 2006 105,427 506,377 175,717 787,520
At 31 October 2005 110,112 27,141 96,431 233,684
The costs for mining licences includes a sum of £390,829 (US$750,000) for the acquisition of mining licences
during the year, payable over a period of five years. Of this amount £82,843 had been paid by 31 October 2006,
£71,052 is included in other payables, payable in the next financial year and £236,934 is payable after more
than one year.
12 PROPERTY, PLANT AND EQUIPMENT
Mining
equipment Cabin and Fixtures
plant and associated Motor and
Group machinery setup costs vehicles fittings Total
£ £ £ £ £
At cost
At 1 November 2005 - — - - —
Assets sold and
subsequently repossessed (note 16) 1,012,916 55,407 47,313 38,289 1,153,925
Additions 243,424 9,320 18,440 8,698 279,882
At 31 October 2006 1,256,340 64,727 65,753 46,987 1,433,807
Amortisation
At 1 November 2005 - - - - -
Charge for the year 203,506 6,423 5,380 3,978 219,287
At 31 October 2006 203,506 6,423 5,380 3,978 219,287
Net book value at 31 October 2006 1,052,834 58,304 60,373 43,009 1,214,520

The assets are held in Sierra Leone.

Target Resources Plc — Annual Report and Financial Statements 2006 29



30

Annual Financial Statements (continued)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

13 INVESTMENTS
Investment in

Subsidiary
Company undertakings
Cost £
At 1 November 2005 15,000,000
At 31 October 2006 15,000,000
Impairment
At 1 November 2005 -
Provision for impairment -
At 31 October 2006 -
Net Book Value
At 31 October 2006 15,000,000
At 31 October 2005 15,000,000

At 31 October 2006 the Company held 20% or more of the nominal value of the share capital of the following companies:

Nature of Country of Share Share
Subsidiary undertakings business  incorporation capital of votes
Direct Subsidiary
Milestone Trading limited Sub-holding England 100% 100%
Company
Indirect Subsidiaries
Haliburton Overseas Limited Hire of plant Sierra Leone 100% 100%
and equipment
Sandoh Development Corporation Ltd * Mining Sierra Leone 70% 70%
Nimikoro Mining Company Ltd. Mining Sierra Leone 70% 70%
Nimiyama Development Company Ltd Mining Sierra Leone 70% 70%

On 1 June 2006, the Group entered into an agreement with The Three Captains Diamond Mine (Pty) Ltd (“Three Captains”)
whereby it sold 95% of its shares in the share capital of Haliburton Overseas Limited to Three Captains for a nominal
consideration. This agreement was made in conjunction with the agreement to sell the plant and equipment owned by
Haliburton to Three Captains as set out in note 16. For the reason set out in that note the directors believe that the
contract to sell the shares of Haliburton is no longer valid and accordingly these shares are still carried in the financial
statements as an investment of Milestone.

*

On 18 February 2006, the agreement with the Sandoh Chiefdom was amended in respect of its interest in Sandoh.

By way of this amendment it was agreed that from 18 February 2006 the Chiefdom would receive 11% of the official
export value of all Sandoh diamonds after deduction of export tax. Also it was agreed that the Chiefdom of Sandoh
would not have a 30% share in dividends payable by Sandoh and that it would not share in the loss of Sandoh from
its date of incorporation to 17 February 2006 or the net liabilities of Sandoh as at that date. Accordingly, in substance
Sandoh has been treated as a wholly owned subsidiary of the Company from inception for accounting purposes.
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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 october 2006

14

INVENTORIES
As at 31 October 2006, the Group did not hold any stock of diamonds.

15 TRADE AND OTHER RECEIVABLES
Group Company Group Company
2006 2006 2005 2005
£ £ £ £
Receivables from subsidiaries - 8,647,183 - -
Prepayments 18,436 - 26,000 -
Other receivables 4,520 1,657 28,149 -
22,956 8,648,840 54149 -
The directors consider that the carrying amount of trade and other receivables approximates their fair value.
16 ASSETS HELD FOR RESALE — GROUP
Mining
equipment Cabin and Fixtures
plant and associated Motor and
machinery setup costs vehicles fittings Total
£ £ £ £ £
Net book value
at 1 November 2005 717,687 55,124 29,019 36,715 838,545
Additions at costs 295,229 283 18,294 1,574 315,380
Sold and subsequently
repossessed (note below ) (1,012,916) (55,407) (47,313) (38,289)  (1,153,925)
Net book value at 31 October 2006 - - - - -
Net book value at 31 October 2005 717,687 55,124 29,019 36,715 838,545

On 4 April 2006, based on an operating agreement entered into on that date, the Group sold the above non-current
assets at their book values of £1,153,925 to The Three Captains Diamond Mine (Pty) Ltd, a mining operator, and the
mining operation of the Group was subcontracted to that operator. Following the disposal, the Group received a sum of
£610,751 in part payment for these disposals. The mining operator was, however, unable to provide the growth in the
mining operations as required under that agreement. As a result, the operator left the operating field on 1 August 2006
and the Group took possession of all its property plant and equipment in the field and also took over its own mining
operations. The directors believe that due to the failure of the contractor to meet the terms of the operating agreement
it has no valid claim on the property, plant and equipment originally sold to them. Accordingly, these assets have been
brought back into the financial statements of the Group at their net book values and the sum of £610,751 received on
account for these disposals has been carried in trade and other payables.

The terms for the termination of the original contract are currently being negotiated and the directors believe that other

than the sum of £610,751 no further significant payment will be made in this respect and the assets sold will remain with
the Group.
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Annual Financial Statements (continued)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

17 TRADE AND OTHER PAYABLES

Group Company Group Company
2006 2006 2005 2005
£ £ £ £
Social security and other taxes 64,014 - 52,355 -
Accruals and deferred income 28,418 - 366,729 -
Corporate tax payable 72,500 - - -
Other payables 751,300 - 170,363 -
916,232 - 589,447 -
Other payables for 2006 include a sum of £610,751 payable to Three Captains (note 16) and a sum of £71,052
in respect of licence fees payable in the next financial year.
The directors consider that the carrying amount of payables approximates to their fair values.
18 BORROWINGS
Group Company Group Company
2006 2006 2005 2005
£ £ £ £
Non-current
Shareholders’ and former shareholders’
Loans - - 3,936,931 3,936,931
- - 3,936,931 3,936,931
Current
Bank overdrafts - - 31,595 —
Other loans 942,514 - 2,105,320 -
942,514 - 2,136,915 -
Total borrowings 942,514 - 6,073,846 3,936,931
Shareholders’ and former shareholders’ loans
2006 2005
£ £
Balance at the period end:
Capital - 3,527,429
Accumulated interest - 409,502
- 3,936,931

Other loans are in US Dollars and subject to a fixed interest rate of 12.5%. These loans are repayable on demand

and are unsecured.

All of the shareholders’ and former shareholders’ loans were in US Dollars and unsecured. No interest was payable on these
loans from 1 November 2005. On 6 July 2006, Target issued 7,873,862 ordinary shares of 1p each at 50p per share and
7,873,862 warrants (exercise price — 62.5 pence) to capitalise these shareholders’ loans which have been accepted by the

shareholders in satisfaction of the amounts due to them.
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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 october 2006

19 SHARE CAPITAL, WARRANTS AND OPTIONS
The Company’s share capital is summarised as follows:

31 October 31 October

2006 2005
£ £
Authorised
1,000,000,000 ordinary shares of 1p each 10,000,000 10,000,000
Allotted, called up and fully paid
86,759,262 (2005 — 200) ordinary shares of 1p each 867,593 2

On 7 November 2005 the Company issued 59,999,800 ordinary shares in exchange for, and acquired, the whole of
the issued share capital of Milestone at that date. At the date of acquisition Milestone had 100 ordinary

issued shares. The Company, for the purposes of the acquisition, therefore exchanged 600,000 of its own shares
for each fully paid ordinary share in Milestone.

On 7 November 2005, following the acquisition of Milestone, the Company re-registered as a public company.

On 30 November 2005, 8,464,000 ordinary shares of 1p each were issued fully paid for cash at a price of 25p per share.

On 20 December 2005, 2,400,000 ordinary shares of 1p each were issued fully paid for cash at a price of 25p per share.

On 6 July 2006, 7,873,862 ordinary shares of 1p each were issued fully paid for cash at a price of 50p per share
together with 7,873,862 warrants pursuant to the capitalisation of shareholders’ loans of £3,936,931.

On 12 July 2006, 8,021,400 ordinary shares of 1p each were issued fully paid for cash at a price of 50p per share
together with 8,021,400 Warrants.

The movements in the issued share capital of the Company from the date of incorporation to 31 October 2006
and the related share premium are as follows:

Number of Share capital  Share premium

shares of at nominal before

1p each value issue costs

£ £

Relating to shares issued on incorporation 200 2 -
Acquisition of Milestone 59,999,800 599,998 *
Issue of shares for cash — Stage 1 — Pre Initial Public Offering (“I.P.0.”) 8,464,000 84,640 2,031,360
Issue of shares for cash — Stage 2 — Pre |.P.O. 2,400,000 24,000 576,000
Issue of shares for capitalisation of shareholders’ loans 7,873,862 78,739 3,858,192
Issue of shares for cash — Public offering 8,021,400 80,214 3,930,486
86,759,262 867,593 10,396,038

* The premium of £14,400,000 on issue of these shares has been taken to other reserves due to availability of merger relief.
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Annual Financial Statements (continued)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

19 SHARE CAPITAL WARRANTS AND OPTIONS (CONTINUED)

The details of share warrants and share options outstanding at 31 October 2006 are as follows:

Number Number
of of
Warrants Options
At 1 November 2005 - 3,552,778
Issued during the year 15,895,262 9,340,274
Balance at 31 October 2006 15,895,262 12,893,052
Further details of the share options are set out below:
Date of Grant Exercisable Exercisable No of Exercise
From to options Price
23 Nov 04 23 Nov 04 22 Nov 09 2,602,778 1p
08 Aug 05 08 Aug 05 08 Aug 08 600,000 1p
20 Oct 05 12 Jul 06 11 Dec 07 350,000 50p
30 Nov 05 30 Nov 05 30 Nov 08 944,853 1p
15 Dec 05 15 Dec 05 15 Dec 08 200,000 1p
12 Jul 06 12 Jul 06 11 Jul 09 513,273 50p
12 Jul 06 12 Jul 06 11 Jan 09 650,694 50p
12 Jul 06 12 Jul 06 11 Jul 09 1,368,728 1p
06 Jul 06 (note a) 06 Jul 09 06 Jul 16 4,106,181 50p
06 Jul 06 (note b) 06 Jul 09 06 Jul 16 1,026,545 50p
06 Jul 06 06 Jul 09 06 Jul 16 30,000 50p
21 Sep 06 21 Sep 06 21 Sep 16 500,000 50p
12,893,052

a) These are subject to the performance condition of the Group achieving production of 150,000 carats
over three years following the grant of options.

b) These are subject to the performance condition of the Group achieving a diamond sale price of a minimum
$365/carat over three years following the grant of options.
During the year, no options were exercised.

No further options were issued between 1 November 2006 and the date of this report.

The Company’s share price ranged between 54.5p and 42p during the year. The closing share price as at
31 October 2006 was 42p per share.
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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

20 SHARE BASED PAYMENTS

2006 2005
£ £
The Group recognised the following charge in the income statement
in respect of its share based payment plans:
IFRS 2 1,491,763 116,418
Employer’s national insurance (note below) 50,814 71,737
1,542,577 188,155

The above charges are based on the requirements of IFRS 2 on share based payments. For this purpose, the weighted
average estimated fair value for the share options granted was calculated using a Black-Scholes option pricing model in
respect of options. The volatility measured at the standard deviation of expected share price return is based on statistical
analysis of the share price over the 9 month period since the Company’s admission to Alternative Investment Market
(“AIM”) and this has been calculated at 42%. The risk free rate has been taken at 4.75%. The estimated fair values and
other details which have been processed into the model are as follows:

Number of options Grant date Option price Fair value Expected
exercise date
350,000 20 Oct 05 50p 5.4p 11 Dec 07
2,602,778 23 Nov 04 1p 11.7p 22 Nov 09
600,000 08 Aug 05 1p 24.1p 08 Aug 08
944,853 30 Nov 05 1p 24.1p 30 Nov 08
1,368,728 12 Jul 06 1p 49.1p 11 Jul 09
200,000 15 Dec 05 1p 24.1p 15 Dec 08
513,273 12 Jul 06 50p 7.1p 11 Jul 09
650,694 12 Jul 06 50p 6.1p 11 Jan 09
* 5,132,726 06 Jul 06 50p 19p 06 Jul 16
500,000 21 Sep 06 50p 19p 21 Sep 16
30,000 06 Jul 06 50p 19p 06 Jul 16
12,893,052

* Except for these options which have a vesting period of three years, no other options have any vesting period. The
charge for national insurance on share based payments has been calculated by reference to the difference between
the market value of the underlying shares at the balance sheet date and the excercise price of options. The accumulated
reserves under IFRS 2 and the accumulated national insurance provision as at 31 October 2006 were £1,608,181
and £122,551 respectively.
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Annual Financial Statements (continued)

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

21 RESERVES — COMPANY

Other reserves Retained loss

£ £
At 1 November 2005 14,516,418 (188,155)
Loss for the year - (1,578,019)
Share based payments 1,491,763 -
At 31 October 2006 16,008,181 (1,766,174)
Other reserves at 31 October 2006 comprise:- £
Share based payments 1,608,181
Premium on issue of shares on acquisition of
Milestone as business combination 14,400,000
16,008,181
22 RECONCILIATION OF CASH GENERATED FROM OPERATIONS
31 October 31 October
2006 2005
£ £

Operating loss (4,268,361)  (5,283,274)
Adjustments for:
Depreciation, amortisation and impairment 243,707 1,377,475
Share based payment charge 1,542,577 188,155
Rehabilitation cost provision (108,349) 108,349

(2,590,432) (3,609,295)
Changes in working capital
Trade and other receivables 31,501 (55,847)
Trade and other payables 183,331 576,816
Net cash outflow generated from operations (2,375,600) (3,088,326)

23 FINANCIAL INSTRUMENTS — RISK MANAGEMENT

The Group has no credit risk in respect of its trade receivables as the diamonds produced by the mines are initially taken

to Freetown for Kimberley Process formalities, where they are also provisionally valued, and then sent to Antwerp
Diamond Exchange, where these are again valued for a second time and sold for cash proceeds.

The credit risk on liquid funds is limited because the counterparties are banks with high credit ratings assigned by

international credit-rating agencies.

The Group has no significant concentration of credit risk, with exposure spread over a large number of counterparties

and customers.
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Target Resources

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

for the year ended 31 October 2006

23

24

25

26

FINANCIAL INSTRUMENTS — RISK MANAGEMENT (CONTINUED)
Interest and maturity profile of the Group’s financial liabilities are shown in note 18 to the financial statements.

The Group raises finance primarily through equity issues and loans. The main risk associated with the loans is
foreign currency risks. This arises as the Group holds liabilities denominated in US$ whilst its primary functional
currency is Sterling. At 31 October 2006 the Group held US$ amount payable with a Sterling equivalent of £610,751
translated at the rate existing at that date.

ULTIMATE CONTROLLING PARTY
The ultimate parent company is Target, a company incorporated in England and Wales. Target is not under the control
of any one party.

RELATED PARTY TRANSACTIONS
During the year ended 31 October 2006 the following transactions were entered into with related parties:

Rent and expenses of London office paid to First Leader (UK) Ltd

(a company connected with a director) — £103,235 (2005 — £375,164)
Consulting services provided by Partner Capital Ltd

(a company connected with a director) — £161,605 (2005 — £27,100)

The Company issued 7,873,862 Ordinary shares of 1p each fully paid for cash at a price of 50p per share together with
7,873,862 warrants pursuant to the capitalisation of shareholders’ loans of £3,936,931. Of those issues 4,499,350 ordinary
shares and the same number of warrants were issued to a director.

EVENTS AFTER THE BALANCE SHEET DATE

On 2 March 2007, Target acquired Pride Diamonds, LLC (“Pride”), a Delaware incorporated company operating in
Sierra Leone and owning specialised river dredging equipment. This equipment is being deployed near the confluence
of the Bafi and Bagbe Rivers within the Sandoh mining lease.

The initial consideration for the acquisition of Pride was US$1,600,000, satisfied by the issue of 2,349,570 new ordinary

shares of 1p each in Target at 34.8p per share. A deferred consideration is payable in cash to the vendors of Pride based
on 3 per cent of the Group’s future diamond sales, capped at US$ 1,900,000.
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Target Resources

NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that the Annual General Meeting of Target Resources plc (the “Company”) will be held at the
offices of Hanson Westhouse Limited, One Angel Court, London, EC2R 7H) on 11 June 2007 at 11am for the following
purposes:

1.To receive the accounts and the reports of the directors and the auditors for the financial year ended 31 October 2006.
2.To re-appoint Dr. Nissim Levy as a director who is retiring in accordance with the Company's articles of association.

3.To re-appoint Mr. Freddy Hager as a director who is retiring in accordance with the Company's articles of association.

4.To re-appoint Mr. Yair Ziv as a director who is retiring in accordance with the Company’s articles of association.

5.To re-appoint Mr. John Carrick Smith as a director who is retiring in accordance with the Company's articles of association.
6.To re-appoint Mr. Peter O’Kane as a director who is retiring in accordance with the Company's articles of association.

7.To re-appoint Mr. Andrew Greenblatt as a director who is retiring in accordance with the Company's articles of association.

8.To appoint UHY Hacker Young LLP as auditors of the Company from the conclusion of this meeting until the conclusion of
the next general meeting at which accounts are laid before the shareholders in accordance with the provisions of the
Companies Act 1985 and to authorise the directors to fix the auditors' remuneration.

By Order of the Board

Secretary
26 April 2007

Registered office:

Target Resources Plc

16th Floor Marble Arch Tower
55 Bryanston Street

London W1H 7AA

NOTES

1. A member entitled to attend and vote at the Meeting is also entitled to appoint a proxy or proxies to attend and, on a poll, vote instead of him. A
proxy need not be a member of the Company. Appointment of a proxy will not preclude a member from attending and voting in person at the Meeting.

2. To be effective, the instrument appointing a proxy and any power of attorney or other authority under which it is executed (or a notarially certified
copy of such authority) must be deposited via first class post at the registrars' office, Computershare Investor Services plc, PO Box 1075, Bristol, BS99
3FA not less than 48 hours before the time for holding the Meeting. A form of proxy is enclosed with this notice.

3. In the case of joint holders of a share the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to the exclusion of
the votes of the other joint holders. For this purpose seniority is determined by the order in which the names of the holders stand in the register of
members in respect of the joint holding.

4. Pursuant to Regulation 41 of the Uncertificated Securities Regulations 2001, the time by which a person must be entered on the register of members in
order to have the right to attend and vote at the Annual General Meeting is 11 am on 9 June 2007 (being not more than 48 hours prior to the time fixed
for the Meeting) or, if the Meeting is adjourned, such time being not more than 48 hours prior to the time fixed for the adjourned meeting. Changes to

entries on the register of members after that time will be disregarded in determining the right of any person to attend or vote at the Meeting.
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TARGET RESOURCES PLC Target Resources

FORM OF PROXY

(for use by ordinary shareholders for the Annual General Meeting to be held on 11 June at 11:00am)
1/We (block capitals) of

being (a) holder(s) of ordinary shares in the Company, hereby appoint the Chairman of the meeting or (Note 1)

as my/our proxy to vote for me/us and on my/our behalf at the Annual General Meeting of the Company to
be held on 11 June at 11:00am and at any adjournment thereof.

I/We direct my/our proxy to vote as indicated by an X in the appropriate column. (Note 2)

)
>
)
>
=4
w
!

RESOLUTIONS FO
1.0rdinary Resolution. To receive the accounts and reports of the directors and auditors
for the financial year ended 31 October 2006

2.0rdinary Resolution. To re appoint Dr. Nissim Levy as a director

3.0rdinary Resolution. To re appoint Mr. Freddy Hager as a director

4.Ordinary Resolution. To re appoint Mr. Yair Ziv as a director

5.0rdinary Resolution. To re appoint Mr. John Carrick Smith as a director

6.0rdinary Resolution. To re appoint Mr. Peter O’Kane as a director

7.0rdinary Resolution. To re appoint Mr. Andrew Greenblatt as a director

8.0rdinary Resolution. To appoint UHY Hacker Young LLP as auditors of the Company
and to authorise the directors to fix the auditors remuneration.

I I o
I I o

Signature (Note 3)
Date 2007

NOTES

1. If you wish to appoint a proxy other than the Chairman of the meeting, cross out the words "the Chairman of the meeting" and write the full name
and address of your proxy on the dotted line. The change should be initialled. A proxy need not be a member of the Company.

2. In the absence of instructions, the person appointed proxy may vote or abstain from voting as he/she thinks fit on the specified resolutions and,
unless otherwise instructed, may also vote or abstain from voting as he/she thinks fit on any other matter (including amendments to resolutions)
which may properly come before the meeting.

3. This form must be signed and dated by the shareholder or his/her attorney duly authorised in writing. In the case of a corporation this form must be
given under its common seal or signed on its behalf by a duly authorised officer or an attorney. In the case of joint holders the signature of any one
holder will be sufficient but the names of all the joint holders should be stated. The vote of the senior who tenders a vote whether in person or by
proxy will be accepted to the exclusion of the votes of the other joint holders. For this purpose seniority is determined by the order in which the
names stand in the register of members in respect of the joint holding.

4. To be effective at the meeting this form must be lodged at the address of the Company's Registrars via first class mail, Computershare Investor Services
plc, PO Box 1075, Bristol, BS99 3FA not later than 48 hours before the time of the meeting together, if appropriate, with the power of attorney or

other authority under which it is signed or a duly certified copy of that power or authority.
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Target Resources

DIRECTORS, SECRETARY AND ADVISERS

Directors Freddy Shalteel Hager, Chairman
Nissim Levy, Managing Director
Yair Ziv, Finance Director
Peter Mark Patrick O’Kane, Non-executive Director
John Alan Carrick Smith, Non-executive Director
Andrew Greenblatt, Non-executive Director (Appointed 2 March 2007)

Company Secretary David lan Bressloff

Registered Office Target Resources Plc
16th Floor Marble Arch Tower
55 Bryanston Street
London W1H 7AA

Company Number 5566717
Website www.target-resources.co.uk
Nominated Adviser and Broker HansonWesthouse

12th Floor

One Angel Court
London EC2R 7HI

Auditors and Reporting Accountants ~ UHY Hacker Young
St. Alphage House
2 Fore Street
London EC2Y 5DH

Legal advisers to the Company Faegre & Benson LLP

as to English law 7 Pilgrim Street
London ECA4V 6LB

Legal advisers to the Company Basma & Macaulay

as to Sierra Leonean law 19 Siaka Stevens Street
Freetown

Sierra Leone

Registrars Computershare Investor Services Limited
PO Box 859 The Pavilions
Bridgwater Road
Bristol BS99 1XZ

Principal Bankers Bank Leumi
20 Stratford Place
London WI1C 1BG

EFG Private Bank
12 Hay Hill
London W1J] 6DW

Producing Quality Diamonds
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