TALMORA DIAMOND INC.

6 Willowood Court, Toronto, Ontario M2J 2M3

Management’s Discussion & Analysis

For the 3 months ending March 31, 2007

Date: May 30, 2007

Please read the following discussion and analysis together with the unaudited statements for the first quarter of 2007 and the audited financial statements of the predecessor companies, Canadian Diamind Limited and Talmora Resources Inc., for the year ending December 31, 2006.

Amalgamation of Talmora with Canadian Diamind Limited

Talmora Diamond Inc. (“Talmora”) was formed, effective January 23, 2007, upon the amalgamation of Talmora Resources Inc. and Canadian Diamind Limited, as disclosed in the information circular of Talmora Resources Inc. dated November 20, 2006.  These transactions were approved by shareholders of the amalgamating companies at annual and special meetings held on January 5, 2007.

Former Talmora Resources Inc. shareholders were issued 5,142,105 shares (31.3%), and former Canadian Diamind Limited shareholders were issued 11,252,830 shares (68.6%), in Talmora for a total of 16,394,935 issued and outstanding shares. Former Canadian Diamind Limited shareholders were also issued 3,250,000 warrants, each warrant entitling the holder to acquire one common share of Talmora at $0.16 until June 30, 2008.

Following a private placement in April 2007 when 1,300,000 units were issued at $0.10/unit, each unit consists of one common share and one-half of one common share purchase warrant, there are currently 17,694,935 common shares issued and outstanding and 5,500,000 shares subject to issuance including 3,900,000 warrants and 1,600,000 management incentive options. Each warrant entitles the holder to acquire one common share for $0.16. 3,250,000 warrants expire June 30, 2008 and 650,000 warrants expire April 18, 2009. The options are exercisable at $0.10 and expire April 25, 2012. 

The common shares of Talmora Diamond Inc. commenced trading on the Canadian Trading and Quotation System Inc. (“CNQ”) on May 14, 2007 under the trading symbol “TALM”. 

Exploration Program

Prior to the amalgamation Canadian Diamind Limited applied for additional exploration permits and these were granted on February 1, 2007. Talmora now holds 12 contiguous permits covering 645,718 acres.

Talmora intends to carry out the next phase of recommended exploration on its Horton River diamond project. An airborne magnetic survey is scheduled to start before the end of May 2007 and analysis of the fine fractions of 2004 samples is in progress. Positive results from the magnetic survey could lead to staking of possible kimberlite targets, within the existing permit areas, and a sampling program is planned for the summer and fall.

General
The Board of Talmora consists of four members, including;

• Raymond Davies, Ph.D., P.Eng., geologist, former CEO and director of Talmora Resources Inc., former director of Canadian Diamind Limited, director of Ditem Explorations Inc. and director of Dolly Varden Resources Inc.,

•  Richard M. Hogarth, retired stock broker, former director of Talmora Resources Inc.,

•  Leslie C. Little, a manager with a British investment management firm; and

• Joan E. Fiset, a Chartered Accountant with extensive mining industry experience.
Officers of Talmora are Richard M. Hogarth (Chairman), Raymond Davies (President and Chief Executive Officer), Robert T. Owen (Chief Financial Officer), Alan W. Davies (Vice-President Exploration) and Maria Grimes (Corporate Secretary).

Selected Interim (First Quarter) Information

The amalgamation of Canadian Diamind Limited and Talmora Resources Inc. is a capital transaction and is accounted for as a reverse takeover with Canadian Diamind Limited identified as the acquirer. The comparative figures presented are therefore those of Canadian Diamind Limited.

As at March 31, 2007, Talmora had cash and cash equivalents of $489,976 and working capital of $492,295. A private placement completed in April added $130,000 to the cash position (see press release dated April 25, 2007). 

Funds are sufficient to meet ongoing administrative expenses and to meet liabilities for the ensuing year as they fall due, including the proposed airborne magnetic survey and a summer sampling program on the Horton River property. However, the company does not have sufficient resources to meet all its exploration property expenditure commitments and will have to secure additional financing in order to drill test any possible kimberlite targets.  
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Interest Revenues



5,304



3


Admin.expenses (incl. bank charges)

28,679



725

Professional fees



5,000



-

Mineral exploration [deferred costs]

94,057



-


Cash Inflow/(Outflow)


66,113



1,658
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2007



2006
Deferred mineral exploration costs 

305,504


211,448


Total assets




856,103


861,893

Cash, cash equivalents


489,976


423,863

Accounts receivable/(payable)

(55,195)


(12,500)

Short term investment



57,514

          

153,646

Working Capital


492,295


565,009

Summary of Quarterly Results






1Q

2Q

3Q

4Q

2007

Net Income (Loss)

            $12,625

Net income (loss) per share-


Basic and diluted

$0.001

2006

Net Income (Loss)


($722)

($7,212)
      632        $17,577

Net income (loss) per share- 



basic and diluted

($0.000)
($0.001)
 $0.000       $0.002

2005






Net Income (Loss)


($3,392)
($12,320)
($2,055)     $23,691
Net income (loss) per share- 



basic and diluted

($0.001)
($0.002)
($0.000)     $0.004

Note: For comparative purposes the number of shares prior to the amalgamation is the average number issued and outstanding divided by five (exchange ratio of 5 for 1 on amalgamation).

The 2007 first quarter numbers are very different to those of the first quarter of 2006. Interest revenues of $5,304 ($3 in 2006) result from the investment of the proceeds of the private placement completed in June 2006. Increased administrative expenditures at $28,442 ($725 in 2006) and professional fees at $5,000 ($0 in 2006) are the result of the amalgamation and listing activities of the corporation. A major expense in 2007 is the partial payment of $92,401 for the airborne magnetic survey (30% of estimated total). The cash inflow of $66,113 is largely cash acquired in the reverse takeover.

The balance sheet for the first quarter 2007 is compared to that as at December 31, 2006. Deferred mineral exploration costs at $305,504 ($211,448 in 2006) have increased essentially by the amount of the partial payment of the airborne magnetic survey. However, the reduction in working capital from $565,009 to $492,295 is a combination of the partial payment of the airborne survey, further costs of the amalgamation  and listing on the CNQ exchange and the cash acquired as a result of the reverse takeover,

The comparative quarterly income (loss) numbers show income in the final quarters of 2005 and 2006 and the first quarter of 2007. This income is the result of taking in account income tax recovery in these quarters.

CHANGE IN ACCOUNTING POLICIES


Effective January 1, 2007, the Company adopted three new accounting standards (a, b & c) issued by the Canadian Institute of Chartered Accountants (“CICA”) in 2005.  The new standards and accounting policy changes are as follows:

(a)
Financial Instruments – Recognition and Measurement (Section 3855)


This standard prescribes when a financial asset, financial liability, or non-financial derivative is to be recognized on the balance sheet and whether fair value or cost-based methods are used to measure the recorded amounts. It also specifies how financial instrument gains and losses are to be presented.  All derivatives are recorded on the balance sheet at fair value. Mark-to-market adjustments on these instruments are included in net income, unless the instruments are designated as part of a cash flow hedge relationship. 

All other financial instruments will be recorded at cost or amortized cost, subject to impairment reviews. The criteria for assessing other than temporary impairment remain unchanged. Transaction costs incurred to acquire financial instruments are included in the underlying balance. Regular-way purchases and sales of financial assets are accounted for on the trade date.

(b) Comprehensive Income (Section 1530)

This standard requires the presentation of a statement of comprehensive income and its components. Comprehensive income includes both net earnings and other comprehensive income. Other comprehensive income includes holding gains and losses on available for sale investments, gains and losses on certain derivative instruments and foreign currency gains and losses relating to self-sustaining foreign operations, all of which are not included in the calculation of net earnings until the period that the related asset or liability affects income

(c) 
Hedges (Section 3865)


This standard is applicable when a company chooses to designate a hedging relationship for accounting purposes. It builds on the previous AcG-13 "Hedging Relationships" and Section 1650 "Foreign Currency Translation", by specifying how hedge accounting is applied and what disclosures are necessary when it is applied.  The Company currently does not have any instruments that are covered in this standard.  

(d)
Stock-based compensation

The Company records compensation cost based on the fair value method of accounting for stock-based compensation.  The fair value of stock options is determined using the Black-Scholes option pricing model.  The fair value of the options is recognized over the vesting period as compensation expense and contributed surplus.  When options are exercised, the proceeds received, together with any related amount in contributes surplus, will be credited to capital stock.  

The Company has evaluated the impact of these new standards on its consolidated financial statements and determined that no adjustments are currently required.

RELATED PARTY TRANSACTIONS

During the three-month period ended March 31, 2007, administration expenses of $6,087 (2006 - $725) were charged for services provided by two officers of the Company.  

During the three-month period ended March 31, 2007, deferred mineral exploration costs of $750 (2006 – $Nil) and administrative expenses of $10,861 (2006 - $Nil) were charged for consulting services provided by a director of the Company. Included in accounts payable and accrued liabilities at March 31, 2007 was $Nil (December 31, 2006 – $1,436) due to this director.

The above transactions were in the normal course of operations and were measured at the exchange amount, which is the amount of consideration established and agreed to by the related parties.

Disclosure Controls

The Company’s Chief Executive Officer and Chief Financial Officer are

responsible for establishing and maintaining the Company’s disclosure

controls and procedures, including adherence to the Disclosure Policy

adopted by the Company.  They are assisted in this responsibility by the

Chairperson of the Audit Committee who serves as an independent director of

the Company.  All three individuals sit on the Company’s Disclosure Policy

Committee (“DPC”).  The Disclosure Policy requires all staff to keep the DPC

fully apprised of all material information affecting the Company so that

they may evaluate and discuss this information and determine the

appropriateness and timing for public release.  Access to such material

information by the DPC is facilitated by the small size of the Company’s

senior management and the location of all senior management staff in one

corporate office.

The Chief Executive Officer and Chief Financial Officer, after evaluating

the effectiveness of the Company’s disclosure controls and procedures as of

September 30, 2006, have concluded that the Company’s disclosure

controls and procedures were adequate and effective to ensure that material

information relating to the Company and its subsidiaries would have been

known to them.

