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For further explanation of a review, visit our website http:/www.pwc.com/au/financialstatementaudit.

While we considered the effectiveness of management’s internal controls over financial reporting when
determining the nature and extent of our procedures, our review was not designed to provide
assurance on internal controls.

Our review did not involve an analysis of the prudence of business decisions made by directors or
management.

Independence

In conducting our review, we have complied with the independence requirements of the Corporations
Act 2001.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the half-year financial report of North Australian Diamonds Limited is not in accordance
with the Corporations Act 2001 including:

(a) giving a true and fair view of the consolidated entity's®™ financial position as at 31 December
2006 and of its performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001.

Material Uncertainty Regarding Continuation as a Going Concern

Without qualifying our conclusion expressed above, we draw attention to the income statement, on
page 2 of the financial report, which indicates that the consolidated entity incurred a net loss of
$1,779,274 during the half-year ended 31 December 2006 and, as of that date, the consolidated
entity’s net current assets position was $189,870 ($1,601,331 at 30 June 2006). This condition, along
with other matters as set forth in Note 1 in the financial report, indicate the existence of a material
uncertainty which may cast significant doubt about the company’s and the consolidated entity's ability
to continue as a going concern and therefore whether it will realise its assets and extinguish its
liabilities in the normal course of business and at the amounts stated in the financial report.

No adjustments have been made to the financial report relating to the recoverability and classification
for the asset carrying amounts or the amounts and classification of liabilities that might be necessary
should the company not continue as a going concern.
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