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The following discussion of the results and financial position of the Company for the six months
ended May 31, 2004 should be read in conjunction with the information provided in the 2003 Annual
Report of the Company and the February 29, 2004 Quarterly Report. The material herein, as of this
28th day of July 2004, updates the information as of April 7 and April 26, 2004 contained in the
MD&A of those reports, respectively.

DIAMOND EXPLORATION, SLAVE CRATON, NORTHWEST TERRITORIES, CANADA
DOYLE LAKE LA 1 – 30 MINERAL CLAIMS, SOUTHEAST SLAVE CRATON
Under an agreement dated May 25, 1995, De Beers Canada Exploration Inc. (De Beers) earned a
60% interest in the Doyle Lake properties by completing exploration expenditures of $4,650,000. De
Beers’ expenditures to date total approximately $7,000,000. GGL Diamond Corp. (GGL) retains a
40% carried interest in claims held by the joint venture.
Under the Canada Mining Regulations a mineral claim has a maximum life of 10 years at which
time the claim is either taken to lease or allowed to expire. A claim is taken to lease by completing a
legal survey of the claim, paying a fee of $25 per claim and a yearly rental fee of $1.00 per acre, for
an initial 21 year period.
Under the 1995 agreement if De Beers elects to remove a mineral claim from the joint venture and
return the claim to GGL, the claim must be in good standing for a minimum of six months from the
date of return. As the critical date for the LA 1 – 25 claims was July 15, 2004, GGL called a joint
venture meeting which took place on June 28, 2004, at which time the status and exploration
potential of the claims were discussed.
De Beers subsequently informed GGL that they would survey and take to lease the LA 4 to LA 9
inclusive, the fractional claims Extra 2 to Extra 4 inclusive and Extra 10. These claims remain within
the joint venture, 60% held by De Beers and 40% carried interest held by GGL, and cover an area
of 13.5 kilometres east-west by 4.5 kilometres north-south and contain a total of 15,380 acres. The
claims adjoin the Mountain Province Diamonds Inc. claims (MPV).
The decision means that the high priority area for new kimberlite discoveries immediately to the
south of the Mountain Province kimberlite pipes will be explored by De Beers on behalf of the joint
venture.
The De Beers’ winter gravity survey identified five target areas on these properties:
•
•

Three targets, three to four kilometres south of the MPV kimberlites in Kennady Lake, lie
along a northeast structure whose extension would pass through the Kelvin and Faraday
kimberlites
a target occurs in Blob Lake two kilometres south of the Hearne kimberlite

•
•

an anomaly in T-Bone Lake located on the LA 4 claim and seven kilometres southwest of
the Hearne kimberlite pipe, is a high priority target
in addition, the Quail Lake target five kilometres south west of the Hearne kimberlite
requires the continuation of the gravity survey next winter when other lake areas including
the south half of Blob Lake are scheduled to be done

De Beers plans to continue the ground gravity survey this summer starting in mid-August. De Beers
has budgeted $50,000 for the summer program.
The remaining claims, LA 1, 2 and 3 and LA 10 to 30, including the diamond-bearing kimberlite sill,
have been returned with clear title and 100% ownership to GGL. Several fractional claims are also
included.
These claims represent an exciting opportunity for GGL and De Beers’ decision to return them to
100% GGL ownership leaves us free to explore the claims aggressively.
Of particular importance to the Company is the diamond-bearing Doyle sill and its strike and dip
extensions located on claims LA 17, 18, 28 and 29. The sill, which returned 161 microdiamonds in
84.5 kilograms of kimberlite, has already been traced by drilling for a length of 2 kilometres. Except
for 150 metres of dip extent at the central part of the sill, the down dip extensions remain
unexplored. The discovery by last year’s drilling of kimberlite immediately east of the sill adds
potential to the area and highlights the opportunity to find additional kimberlite in this area.
GGL’s exploration team, whose work led to the discovery of the sill in 1996, waited in frustration
through seven years of court struggles to restore clear title to the underlying claims and is now
eager to resume exploration. The kimberlite sill is in the early stages of exploration and in many
respects resembles the early stages at Snap Lake when many doubted that the discovery would
lead to a commercial diamond deposit. Contrary to those early expectations Snap Lake is now
being put into production with initial reserves of 21 million tons.
The GGL team sees great potential to extend the known size of the kimberlite and to sample the
body for commercial diamond content. The chemistry of the indicator minerals and the number of
microdiamonds recovered to date give them confidence that the Doyle sill may host an economic
diamond deposit. In addition, the sill and down dip extensions are land based and to date the dip
has been shallow, indicating that portions could be mined by open pit if the further exploration
proves positive.
In addition to the Doyle sill, a number of indicator samples located on other claims being returned to
GGL contain kimberlite indicator minerals that show promise and need exploration. Four claims to
the east of the claims retained by the joint venture have yet to be explored by airborne geophysical
surveys.
The Company is now preparing its plans to take returned claims to lease and explore these claims.

CH PROJECT AREA, CENTRAL SLAVE CRATON
During the quarter an airborne geophysical survey, using the Fugro Resolve
magnetic/electromagnetic system, was flown over the Courageous, Seahorse, Winter Lake North
and Winter Lake South properties. Approximately 8000 line kilometres at 60 metre line spacing was
completed. The final report from Fugro containing the corrected and levelled data is expected in
August.

GGL geologists anticipate that the airborne geophysical survey will help to define targets at the
head of known indicator mineral trains in addition to outlining areas that may require new sampling
for kimberlite indicator minerals.
The prime purpose of the exploration programs completed to date and on-going is to define and
prioritize potential kimberlite targets to be tested by diamond drilling. The short term objective is to
identify drill targets for a September drill program while the longer term objective is to complete the
exploration required to identify drill targets for the 2005 program.
To complete this process an indicator mineral sampling program is starting and is aimed at existing
indicator mineral trains that require closure. Indicator mineral trains whose kimberlite source areas
have been defined are now being evaluated for geophysical targets that lie within the source area.
This work has already revealed subtle geophysical targets that were it not for the presence of good
kimberlite indicators, may not have been recognized.
At present some 19 potential kimberlite drill targets are being compared to determine the priority
and selection for this year’s drill program. These are located on the Courageous, Seahorse, Starfish
and Zip-de properties.

FISHBACK LAKE PROJECT, SOUTHWEST SLAVE CRATON
“BIG HOLE” KIMBERLITE TARGET
The Awry Lake area was first selected as an area of interest after a 1993 fixed wing airborne
magnetometer survey revealed that a number of linear magnetic features were terminated by a
magnetic low of substantial size.
A program of indicator mineral sampling was initiated although only limited amounts of washed till
remained in an area of extensive bedrock exposure. A few kimberlite indicator minerals were
recovered on the west side of Awry Lake.
It was only when a seismic survey conducted for the Company found the water of the lake to be 75
metres deep and as a consequence a bathymetry (water depth) survey over the entire lake was
completed, that the presence of a steep walled oval hole with a remarkably flat bottom up to one
kilometre in size was outlined. In the early days of diamond exploration on the Slave Craton deep
lakes were one of the favourable criteria for kimberlite exploration.
This discovery was followed by a lake sediment survey that, when the samples taken were
analyzed, returned anomalous values in those elements that are common to kimberlites.
An examination of the lakeshore down-ice of the deep hole located granite-breccia boulders that
contained a fine-grained greenish matrix (like the cement holding the pebbles in concrete) that
reacted to acid. Some of this breccia was analysed and despite the rather small sample, returned
eclogitic garnets and a G-9 pyrope. This prompted a second attempt at indicator mineral sampling
and a re-examination of concentrates from previous sampling. As a result, up to 15 kimberlitic
indicators were recovered from one sample and two ilmenites were found containing delicate
resorption surfaces with perovskite/leucoxene coatings. The ilmenites are important as such
surfaces would not be expected to travel far from the source.
In May of this year an airborne geophysical survey was flown over the Awry Lake area. The
preliminary interpretation of the Fugro survey data indicates that the “Big Hole” lies within a quiet
magnetic area. The EM data shows a significant conductor correlating to the southern part of the
big hole. More recently a ground gravity survey over this target identified an isolated gravity low,

between 500 and 900 metres in diameter. The larger EM anomaly models as a bedrock conductor
similar to known kimberlites.
This month a deep drill hole was drilled to a depth of 841 metres from the north shore of Awry Lake
toward the geophysical anomalies 1320 metres away, with the expectation that the broad flat
outline of the deep hole would be reached and give evidence of kimberlite. Indirect evidence was
encountered in the form of anticipated alteration products within the granite drilled as well as
breccia and microbreccia. However, the hole was terminated due to excessive deviation from the
planned direction of 165°. Selected sections of the core have been sent out for analyses.
At this time, GGL geologists have undertaken a program of bedrock geological study and glacial till
sampling in the immediate area of Awry Lake where not only the “Big Hole” but also two other
geophysical targets near shore are located.
The “Big Hole” will be evaluated for a winter drill program from the ice of Awry Lake.

CONSIDERATIONS FOR FUTURE EXPLORATION
The Company has worked long and hard to acquire a portfolio of properties each of which has,
through the results from extensive and costly exploration, the potential to contain diamond-bearing
kimberlites. We have done so in order that the Company and its shareholders would have multiple
chances for success and would not be dependent on the outcome of any one property or any one
drill hole.
We have achieved this objective perhaps far better than we could have expected when we
embarked on our own exploration in March of 2000.
With the return of the Doyle sill, the large number of good drill targets defined at the CH Project and
more to come, and the intriguing potential of the Awry Lake area, we may well have more to do than
can be done within the time frame of the patience of our shareholders. Even though we are well
funded at this time, the demands of the properties would require additional funds and dilution of the
stock, particularly as the present market is giving resource stocks no premium for initial success.
The Directors of the Company believe we should consider new joint ventures with suitable partners
that may shorten the time frame to success for some of our properties.

OVERALL PERFORMANCE/RESULTS OF OPERATIONS
As at May 31, 2004, the Company had incurred exploration costs on mineral properties of
$1,310,746 (charter aircraft $309,188; drilling, trenching and sampling $164,433; licenses and
recording fees $1,463; salaries and wages $59,266; surveys $466,520; technical and professional
services $149,048; transportation $95,927 and project supplies of $64,901). Exploration costs for
the period ended May 31, 2004 are higher than 2003 by $807,552, an increase of 160%. A majority
of this increase was for the ground and airborne geophysical surveys conducted over our claims
and the chartered aircraft hired to move crews and equipment out to the properties.
The
December, 2003 flow-through financing allowed us to execute a larger field program this season.
On a per project basis, the Company spent the $1,310,746 exploration costs as follows:
$1,180,260 on the CH project, $15,882 on the Doyle Lake project, $1,743 on the Clinton, $1,866 on
the McConnell Creek, $1,504 on the Happy Creek Gold/Silver Property, $815 on Regional, and
$108,676 on the Fishback Lake and Dessert Lake Properties.
The Company reported a net loss of $689,165 for the period ended May 31, 2004 compared to a
net loss of $207,521 for the period ended May 31, 2003 (an increase of 232% from 2003 to 2004).

The increase in net loss was primarily due to the recording of stock based compensation for the
stock options granted to the Company’s employees, directors and consultants.
Revenue for the period ended May 31, 2004 was $23,034 consisting of interest income compared
with $5,096 for the period ended May 31, 2003. The increase in funds raised during the 3rd and 4th
quarter of 2003 generated more interest income for the Company.
ACQUISITION AND DISPOSITION OF RESOURCE PROPERTIES AND WRITE OFFS
There were no write offs of exploration and mineral property costs for the period ended May 31,
2004. Six additional McConnell Lake claims were staked in British Columbia and 13 Fishback
Lake claims were staked in the Northwest Territories.
RELATED PARTY TRANSACTIONS
During the period ended May 31, 2004, the Company was billed $41,180 ($13,656 is included in
accounts payable in 2004) by R.A. Hrkac, the President and Chief Executive Officer for technical
and professional services provided. For the same comparative period in 2003, the Company was
billed $24,000 (which is included in accounts payable in 2003) by R.A. Hrkac for technical and
professional services.
COMMITMENTS
The Company has entered into an operating lease agreement with respect to its office premises.
Minimum payments of $30,290 in 2004 and $5,303 in 2005 are required under the agreement.
Pursuant to an agreement dated March 1, 2001, the Company has agreed to pay its President and
Chief Executive Officer up to $10,000 per month. Payment of the full amount of $10,000 per month
is subject to a number of conditions precedent, none of which have been satisfied as of November
30, 2003. If the conditions precedent had been satisfied at May 31, 2004, the amount owing under
the agreement would be approximately $173,170.
The Company has a mortgage loan on its Yellowknife house of approximately $64,104 which
becomes due on January 1, 2005.
SUMMARY OF QUARTERLY INFORMATION
The following table sets forth a comparison of revenues and earnings for the previous eight quarters
ending with May 31, 2004. Financial information is prepared according to GAAP and is reported in
Canadian $.
Quarter Ended:

May 31,
2004

February
29, 2004
($)

November
30, 2003

August
31, 2003

May 31,
2003

February
28, 2003

November
30, 2002

August
31, 2002

($)

($)

($)

($)

($)

($)

23,034

22,250

9,203

5,027

3,975

1,121

1,646

1,285

(689,165)

(252,955)

(635,294)

(111,314)

(107,262)

(100,259)

(432,471)

(170,754)

(0.011)

(0.004)

(0.01)

(0.002)

(0.002)

(0.002)

(0.009)

(0.004)

($)
Total Revenues
Net Income (Loss)
Net income (loss)
per share

________________________________
Note:
(1) Income (loss) before discontinued operations and extraordinary items is the same as Net Income (Loss) as there
are no discontinued operations or extraordinary items in 2002, 2003 or 2004. Fully diluted earnings (loss) per
share are not presented as the exercise of warrants and stock options would be anti-dilutive.

LIQUIDITY AND CAPITAL RESOURCES
For the period ended May 31, 2004, the Company experienced a negative cash flow of $230,318
(before allowing for changes in non-cash operating working capital balances) from operating
activities. Changes in operating activities resulted primarily from an increase in office services and
expenses and licences, taxes and insurance. A lump sum payment was paid to our insurance
agency to extend one of our policies to expire at the same time as another policy. This payment
was made ahead of the original policy expiry date.
The Company’s cash position as at May 31, 2004 was $1,487,672. The decrease in cash position
compared to November 30, 2003 was due principally to the start of field season work in the
Northwest Territories. Ground and airborne geophysical surveys and drilling commenced on some
of our claims.
During the period ended May 31, 2004, the Company:
(i) completed a private placement of 2,232,222 common shares at $0.45 per share

for gross proceeds of $1,004,500. All of the proceeds from these flow-through
shares have been spent on Canadian Exploration Expenses (“CEE”);
(ii)

Issued 570,000 common shares pursuant to the exercise of share
purchase warrants at $0.20 per common share for gross proceeds of
$114,000.

(iii)

Issued 915,000 common shares pursuant to the exercise of stock
options between $0.20 and $0.30 per common share for gross
proceeds of $267,000.

100,000 warrants and 750,000 stock options expired unexercised during the period. See Notes 2
and 3 of the Consolidated Financial Statements for May 31, 2004.
SUBSEQUENT EVENTS
Subsequent to May 31, 2004, the following occurred:
(a) 100,000 stock options were exercised at $0.25 per common share for gross proceeds of
$25,000;
(b) 5,440,000 share purchase warrants were exercised at $0.20 per common share for
gross proceeds $1,088,000 and
(c) 45,000 stock options in total were granted to an employee and a consultant of the
Company at an exercise price of $0.50 per common share. The shares are exercisable
for 5 years and vest over 18 months.
OUTSTANDING SHARE DATA AS OF JULY 29 , 2004:
(a)

Authorized and issued share capital:
Issued
Class

Par Value

Authorized

Number

Common

No par value

250,000,000

74,785,242

Value
$

22,393,539

(b)

Summary of options outstanding:
Security

Number

Exercise Price

Expiry Date

Options

519,000

$0.25

June 29, 2005

Options

100,000

$0.25

Aug. 8, 2005

Options

100,000

$0.30

Sept. 5, 2005

Options

120,000

$0.25

Nov. 14, 2005

Options

145,000

$0.30

Jan. 16, 2006

Options

600,000

$0.30

March 1, 2006

Options

255,000

$0.20

July 16, 2006

Options

959,333

$0.20

July 18, 2007

Options

711,667

$0.25

Feb. 06, 2008

Options

430,000

$0.30

April 25, 2008

Options

50,000

$0.45

Aug. 15, 2008

Options

400,000

$0.30

Oct. 31, 2008

Options

1,100,000

$0.50

Jan. 15, 2009

Options

330,000

$0.50

March 19, 2009

Options

45,000

$0.50

June 29, 2009

____------------Total

5,865,000

(c)

There are no warrants outstanding.

(d)

There are no escrowed or pooled shares.

OTHER INFORMATION
The Company’s web site address is www.ggldiamond.com. Other information relating to the Company may
be found on SEDAR at www.sedar.com.
FORWARD LOOKING STATEMENTS
This discussion includes certain statements that may be deemed “forward-looking statements.” All statements
in this discussion, other than statements of historical facts, that address future production, reserve potential,
exploration drilling, exploration activities and events or developments that the Company expects, are forwardlooking statements. Although the Company believes the expectations expressed in such forward-looking
statements are based on reasonable assumptions, such statements are not guarantees of future performance
and actual results or developments may differ materially from those in the forward-looking statements.
Factors that could cause actual results to differ materially from those in forward-looking statements include
market prices, exploitation and exploration successes, continued availability of capital and financing, and
general economic, market or business conditions. Investors are cautioned that any such statements are not
guarantees of future performance and that actual results or developments may differ materially from those
projected in the forward-looking statements.
BY ORDER OF THE BOARD

____________________________

______________________________

Raymond A. Hrkac

J. Haig deB. Farris

President & CEO

Director

