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MONROE MINERALS INC.

Consolidated Balance Sheets - Unaudited

September 30
2006

December 31
2005

Assets

Current assets:

Cash $ 674,326 $ 954,859
Accounts receivable 6,085 34,117
Inventory 9,833 80,724
Prepaid expenses and other 65,451 34,907
755,695 1,104,607
Deposit (Note 2) 445,680 466,400
Mineral interests (Note 2) 2,742,834 2,332,410
$ 3,944,209 $ 3,903,417
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 227,180 $ 340,075
Current portion of long term debt (Note 3) 316,518 299,134
543,698 639,209
Long term debt (Note 3) 316,518 299,134
Amount due to related party (Note 3) 330,000 380,000
1,190,216 1,318,343
Shareholders' equity:
Share capital and other (Note 4) 8,078,612 7,155,908
Deficit (5,324,619) (4,570,834)
2,753,993 2,585,074
$ 3,944,209 $ 3,903,417

See accompanying notes

On behalf of the Board:

"Derek J. Moran"
Derek J. Moran, Director

"Peter T. Farkas"

Peter T. Farkas, Director



MONROE MINERALS INC.

Consolidated Statements of Loss and Deficit - Unaudited

Three months ended
September 30,

Nine months ended
September 30,

2006 2005 2006 2005
Direct costs:
Mining operations $ 3,269 $ 5,506 $ 14,078 $ 17,414
Depletion and amortization 1,874 1,979 5,974 5,061
Loss from mining operations 5,143 7,485 20,052 22,475
General and administrative 93,277 136,051 398,460 494,015
Loss before the following: 98,420 143,536 418,512 516,490
Interest on long term debt 11,058 11,694 32,335 35,875
Foreign exchange loss (gain) 28,038 (49,735) 61,857 (63,802)
Write down of mineral interests (Note 2) - - 241,081 -
Loss on disposal of mineral interests - - - 19,795
Loss before non-controlling interest: 137,516 105,495 753,785 508,358
Non-controlling interest - - - (32,668)
Loss for the period 137,516 105,495 753,785 475,690
Deficit, beginning of period 5,187,103 4,348,703 4,570,834 3,978,508
Deficit, end of period $ 5,324,619 $ 4,454,198 $ 5,324,619 $ 4,454,198
Loss per share - basic and diluted $ - $ - $ 0.01 $ 0.01

See accompanying notes



MONROE MINERALS INC.

Consolidated Cash Flow Statements - Unaudited

Three months ended Nine months ended

September 30, September 30,

2006 2005 2006 2005
Cash flows from (used by) operating activities:
Loss for the period $ (137,516) $ (105,495) $ (753,785) $ (475,690)
Add (deduct) non-cash items
Depletion and amortization 1,874 1,979 5,974 5,061
Foreign exchange loss (gain) 28,038 (49,735) 61,857 (63,802)
Write down of mineral interests - - 241,081 -
Stock options expense 14,180 11,125 36,430 33,374
Loss on disposal of mineral interests - - - 19,795
Non-controlling interest - - - (32,668)
Change in non-cash working capital 43,863 23,706 (38,069) 338,899
(49,561) (118,420) (446,512) (175,031)
Cash flows from (used by) financing activities:
Repayment of long term debt (22,014) - (22,014) -
Repayment of amount due to related party (200,000) - (250,000) -
Shares issued for cash - - 992,800 -
Warrants issued for cash - - 45,000 -
Warrants exercised for cash - - 12,500 -
Share issue costs (7,513) (75,323) (164,026) (77,079)
Change in non-cash working capital (36,656) 37,188 (41,657) 55,835
(266,183) (38,135) 572,603 (21,244)
Cash flows from (used by) investing activities:
Mineral interests (237,244) 66,354 (559,661) (514,421)
Proceeds on disposal of mineral interests - - - 7,166
Change in non-cash working capital (6,005) (104,574) 153,037 329,140
(243,249) (38,220) (406,624) (178,115)
Net increase (decrease) in cash (558,993) (194,775) (280,533) (374,390)
Cash at beginning of period 1,233,319 343,035 954,859 522,650
Cash at end of period $ 674,326 $ 148,260 $ 674,326 $ 148,260

See accompanying notes



MONROE MINERALS INC.

Notes to Consolidated Financial Statements
September 30, 2006 - Unaudited

Monroe Minerals Inc. (the "Company") is incorporated under the laws of Alberta. The Company's principal business
is the acquisition, exploration and development of diamond resource properties in Southern Africa.

1. Basis of presentation:

The unaudited interim consolidated financial statements of the Company have been prepared in accordance with
Canadian generally accepted accounting principles ("GAAP"), and follow the same accounting principles and methods
of application as those disclosed in Note 1 to the Company's audited consolidated financial statements for the year
ended December 31, 2005. These financial statements do not include all disclosures required by Canadian GAAP for
annual financial statements and, accordingly, should be read in conjunction with the Company's consolidated financial
statements included in the 2005 Annual Report.

The preparation of financial statements in conformity with Canadian GAAP 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 financial statements and the reported amount of revenues and expenses during the period.
Actual results could differ from those estimates.

The Company's ability to continue operations is dependent on the Company's success in developing commercial
mineral interests and obtaining funds to continue their development and attaining profitability. These financial
statements have been prepared on the basis that the Company will continue to raise sufficient financing and to realize
its assets and discharge its obligations in the ordinary course of business and do not reflect adjustments that would
otherwise be necessary if the going concern assumption were not valid.

2. Mineral interests:

December 31, 2005 Accumulated
depletion and

amortization,

and
Cost write downs Net
London $ 2,184,952 $ 381,818 $ 1,803,134
Allandale 51,753 - 51,753
Skaapkop 23,121 - 23,121
Middle Orange River 189,328 - 189,328
Angola 239,738 - 239,738
Mining, processing and office equipment 98,133 72,797 25,336
Total $ 2,787,025 $ 454,615 $ 2,332,410

September 30, 2006 Accumulated

depletion and

amortization,

and
Cost write downs Net
London $ 2,226,487 $ 381,818 $ 1,844,669

Allandale 51,753 51,753 -
Skaapkop 49,148 - 49,148
Middle Orange River 189,328 189,328 -

Angola 751,711 - 751,711
Mining, processing and office equipment 176,077 78,771 97,306
Total $ 3,444,504 $ 701,670 $ 2,742,834




MONROE MINERALS INC.

Notes to Consolidated Financial Statements
September 30, 2006 - Unaudited

2. Mineral interests (continued):

Mineral interests under development totalling $800,859 (December 31, 2005 - $503,940) are not subject to depletion
and amortization. During the period, $229,959 (2005 - $5,365) of general and administrative expenses and $420,595
(2005 - $116,444) of salaries relating to exploration activities were capitalized to mineral interests.

The Company determined that based on the exploration results to date and the changed factors in South Africa, the
Allandale and Middle Orange River projects were unlikely to meet the Company's original expectations. As a result, the
Company recognized a write down in the amount of $241,081.

The reclamation and closure costs relating to the London project were incurred as part of operating costs for the period.
Accordingly, there are no additional provisions required and the estimated future reclamation and closure costs at
September 30, 2006 are $nil (2005 - $nil).

In connection with the Cangandala Concession in Angola, the Company has made a deposit of US $400,000 with
Endiama, the Angolan state diamond company.

3. Long term debt and amount due to related party:

September 30 December 31
2006 2005
Loan, denominated in sterling, bearing interest at 7% per annum, with $ 633,036 $ 598,268
no repayment terms and secured by a charge on the income from the
London, South Africa mineral interests, due to an entity controlled by
the Company's controlling shareholder.
Less current portion (316,518) (299,134)

$ 316,518 $ 299,134

The amount due to related party of $330,000 (December 31, 2005 - $380,000) is in respect of unpaid salary to the
President of the Company, is unsecured, has no repayment terms and bears no interest. An additional $nil (December
31, 2005 - $50,000) of unpaid salary is included in accounts payable and accrued liabilities.

The Company is also indebted to the President of the Company in the amount of $9,095 (December 31, 2005 -
$34,539) in respect of expenses incurred on its behalf. These amounts, included in accounts payable and accrued
liabilities, have no fixed terms of repayment, are unsecured and bear no interest.

The above transactions were in the normal course of operations and were recorded at the exchange amounts, which
were the amounts agreed to by the related parties involved.



MONROE MINERALS INC.

Notes to Consolidated Financial Statements
September 30, 2006 - Unaudited

4. Share capital and other:

Authorized:
Unlimited number of common shares without nominal or par value.
Unlimited number of preferred shares in one or more series.

Common shares issued: Number Amount
Balance, December 31, 2004 47,827,618 $ 5,463,598
Issued for cash pursuant to a Short Form Offering Document 9,451,500 869,695
Issued for cash in a private placement 4,800,000 488,000
Share issue costs - (368,889)
Balance, December 31, 2005 62,079,118 $ 6,452,404
Issued for cash in a private placement 7,983,076 992,800
Issued on exercise of warrants 100,000 14,800
Share issue costs - (164,026)
Balance, September 30, 2006 70,162,194 $ 7,295,978
Warrants issued: Number Amount
Balance, December 31, 2004 650,000 $ 15,000
Issued for cash pursuant to a Short Form Offering Document 9,451,500 359,000
Issued for cash in a private placement 4,800,000 136,000
Issued to broker 313,000 15,000
Balance, December 31, 2005 15,214,500 $ 525,000
Issued for cash in a private placement 3,991,538 45,000
Exercised (100,000) (2,300)
Expired (550,000) $ (12,700)
Balance, September 30, 2006 18,556,038 $ 555,000
Contributed surplus: Amount
Balance, December 31, 2004 $ 78,004
Stock options issued to consultants 44,500
Stock options issued to broker 56,000
Balance, December 31, 2005 $ 178,504
Stock options issued to consultants 36,430
Warrants expired 12,700
Balance, September 30, 2006 $ 227,634
Share capital and other, December 31, 2005 $ 7,155,908
Share capital and other, September 30, 2006 $ 8,078,612

(@) Financing:

In November and December 2005, the Company issued 14,251,500 units at a purchase price of $0.13 per unit for total
consideration of $1,852,695 by way of Short Form Offering Document and private placement. Each unit consists of one
common share and one common share purchase warrant ("warrant"). Each warrant is exercisable for 18 months from
the date of issuance into one common share at a price of $0.20 per common share, subject to earlier expiry in certain
circumstances. Agents for the financing received cash commissions totalling $149,455, broker warrants to acquire up
to 313,000 common shares at a purchase price of $0.13 per common share on or before May 22, 2007, and agent
options to acquire up to 945,150 units ("agent units") at a purchase price of $0.13 per agent unit on or before May 17,
2007. Each agent unit consists of one common share and one common share purchase warrant ("agent warrant").
Each agent warrant is exercisable until May 17, 2007 into one common share at a price of $0.20 per common share,
subject to earlier expiry in certain circumstances.



MONROE MINERALS INC.

Notes to Consolidated Financial Statements
September 30, 2006 - Unaudited

4. Share capital and other (continued):
(@) Financing (continued):

On April 18, 2006, the Company issued 7,983,076 units at a purchase price of $0.13 per unit for total consideration of
$1,037,800 by way of a private placement. Each unit consists of one common share and one-half of one common
share purchase warrant. Each full warrant is exercisable into one common share at a price of $0.20 per common share
until October 18, 2007. The Company has the right to accelerate expiry of the warrants should the trading price of its
common shares exceed $0.20 per share over a period of 20 consecutive trading days. The common shares and
warrants are subject to a four month hold period from the date of issuance. A finders fee in the amount of $51,738 was
paid to an arm's length finder in connection with the offering.

(b) Diluted loss per share:

Options and warrants outstanding during the period were not included in the computation of diluted loss per share
because the exercise prices were greater than the average market price of the common shares during the period.

(c) Stock options and warrants:

On September 1, 2006, the Company granted options to purchase 4,250,000 common shares at an exercise price of
$0.15 per share, expiring August 31, 2010. The options were granted to directors, consultants, and an employee of the
Company. The Company will record annual compensation expense of $36,660 over the next four years, calculated
using the Black-Scholes option pricing model assuming a risk-free interest rate of 3.2%, an expected life of 5 years,
and an expected volatility of 60%.

Number Weighted average Number Weighted average

outstanding exercise price exercisable exercise price Grant date Expiry date
Incentive stock plan options
Employees/directors 6,975,000 $0.16 3,012,500 $0.17 Apr 2002 - Sep 2006 Apr 2007 - Aug 2010
Consultants 680,000 0.24 605,000 0.25 Apr 2002 - Sep 2006 Apr 2007 - Aug 2010
Total 7,655,000 0.16 3,617,500 0.18
Other options
Vuyal! options 500,000 $0.30 500,000 $0.30 Dec 2003 Dec 2007
Total 500,000 0.30 500,000 0.30
Options and warrants
Short Form Offering Document 9,451,500 $0.20 9,451,500 $0.20 Nov 2005 May 2007
Private placement 8,791,538 0.20 8,791,538 0.20 Nov 2005 - Apr 2006 May 2007 - Oct 2007
Agent options 945,150 0.13 945,150 0.13 Nov 2005 May 2007
Broker warrants 313,000 0.13 313,000 0.13 Nov 2005 May 2007

Total 19,501,188 0.20 19,501,188 0.20




MONROE MINERALS INC.

Notes to Consolidated Financial Statements
September 30, 2006 - Unaudited

4. Share capital and other (continued):

(c) Stock options and warrants (continued):

September 30 December 31
2006 2005
Weighted average Weighted average
Shares exercise price Shares exercise price
Incentive stock plan options
Outstanding at beginning of period 5,355,000 $0.21 5,355,000 $0.21
Granted 4,250,000 0.15 - -
Expired (1,950,000) 0.25 - -
Outstanding at end of period 7,655,000 0.16 5,355,000 0.21
Exercisable at end of period 3,617,500 0.18 4,155,000 0.22
Other options
Outstanding at beginning of period 500,000 $0.30 500,000 $0.30
Outstanding and exercisable at end of period 500,000 0.30 500,000 0.30
Options and warrants
Outstanding at beginning of period 19,409,650 $0.19 3,900,000 $0.19
Warrants issued pursuant to Short Form Offering Document - - 9,451,500 0.20
Warrants issued pursuant to a private placement 3,991,538 0.20 4,800,000 0.20
Options granted to agent on Short Form Offering Document (*) - - 945,150 0.13
Warrants granted to brokers on private placement - - 313,000 0.13
Warrants exercised (100,000) 0.13 - -
Warrants expired (3,800,000) 0.19 - -
Outstanding and exercisable at end of period 19,501,188 0.20 19,409,650 0.19

* Options granted are to acquire one common share and one common share purchase warrant (Note 4(a)).
5. Income taxes:

The income tax reduction differs from the amount which would be obtained by applying the Canadian expected tax
rates as follows:

September 30 September 30
2006 2005
Income tax rate 32.1% 33.6%
Computed "expected" income tax reduction $ (241,965) $ (159,832)
Unrecognized benefit of unutilized losses 241,965 159,832
$ - $ -

The components of the net future income tax asset at September 30, 2006, no portion of which has been recorded in
these financial statements, are as follows:

September 30 December 31

2006 2005

Non-capital/net operating losses $ 1,184,000 $ 1,340,000
Capital losses 28,000 29,000
Mineral interests 1,117,000 1,085,000
2,329,000 2,454,000

Less valuation allowance (2,329,000) (2,454,000)

$ - $ -




Management Discussion and Analysis

The following Management’s Discussion and Analysis (“MD&A”") of the results for the quarter ended September
30, 2006 (referred to as the third quarter) should be read in conjunction with Monroe Minerals Inc.’s (“Monroe” or
“the Company”) audited consolidated financial statements for the year ended December 31, 2005 (filed on
SEDAR on April 12, 2006) and the accompanying notes, as well as the Company’s unaudited consolidated
financial statements and notes for the nine months ended September 30, 2006. The MD&A has been prepared
as of November 23, 2006. Information provided herein relating to the balance of 2006 and later years is based
on assumptions regarding future events and results may vary.

Third Quarter Highlights
Highlights during the third quarter of 2006 include:

> On September 1, 2006, the Company granted options to purchase 4,250,000 common shares at an
exercise price of $0.15 per share, expiring August 31, 2010.

> The Company received approval from Agencia Nacional de Investimento Privado (ANIP), the Angolan
State inward investment authority, on September 19, 2006. This approval represents an important step
forward in the registration process of the Company’s activities on the Cangandala project in Angola.

Monroe's Business

Background

Monroe is engaged in the exploration and development of gem quality diamond properties in Southern Africa.
Monroe is a reporting issuer in Alberta and British Columbia and its shares trade on the TSX Venture Exchange
under the symbol MMX.

New Developments

On September 1, 2006, the Company granted options to purchase 4,250,000 common shares at an exercise
price of $0.15 per share, expiring August 31, 2010. The options were granted to directors, consultants, and an
employee of the Company.

Implementation of the Company’s exploration program for the Cangandala Concession in Angola has been
severely hampered by a series of administrative difficulties in Luanda. A major step forward was made on
September 19, 2006 with receipt of approval from Agencia Nacional de Investimento Privado (ANIP), the
Angolan State inward investment authority. This approval facilitates subsequent Angolan Central Bank and
customs clearance procedures.

Negotiations on the acquisition of mineral concessions in the Democratic Republic of Congo (DRC) were
conducted with a number of parties. The first elections in 50 years were held recently in the DRC under
international supervision and it is hoped that these will lead to sustained peace after a long period of strife.
Portions of the DRC are well situated on the Kasai Craton and these offer both kimberlite and alluvial exploration
opportunities. The DRC currently ranks sixth in terms of global diamond output (2005 production value US$0.8
billion approximately) and it is expected that this will grow substantially if peace prevails.

The Company also received a major portion of its satellite imagery requirements for the Skaapkop kimberlite
project in South Africa during the quarter.

Properties

Monroe's goal is profitable, long term production of gem quality diamonds. While the current focus is on Angola
and South Africa, Monroe maintains a watching brief throughout the African Continent and internationally. Of
particular note is the manner in which political and fiscal changes influence overall project economics. Monroe
must be alert to these changes and management is presently conducting a portfolio review to ensure that



opportunities are being optimized and resources allocated where maximum value can be achieved. The current
portfolio comprises both kimberlite and alluvial diamond projects.

The Qualified Person who has reviewed the information on Properties contained in this MD&A is Dr. Tania
Marshall.

The Cangandala Concession — the Cangandala diamond project is located along the Cuanza River in the
Malanje and Cuanza Sul provinces of central Angola. The project is a joint venture between Endiama (the
Angolan state diamond company) 25%, Mineral Star (an Angolan private company) 25%, and Monroe (through
its subsidiaries, Crystal Mining Corporation Ltd. (“Crystal”) and Blue Diamond International Holding Inc. (“Blue”),
that hold the interests in the Cangandala Joint Venture) 50%. Monroe’s beneficial interest is 40%. Crystal is
obliged to fund the initial exploration program on Cangandala and will have preferential return of investment in
the event that the project is successful. The minimum expenditure for this initial program is US$ 2 million. Blue
is responsible for project development and technical direction.

The Cangandala project consists of two exploration targets, (a) kimberlite pipes and (b) alluvial gravels in and
adjacent to the Cuanza River and its tributaries. The area of the concession covers some 3,000 sg km, including
120 km of the Cuanza River. To the west of the project, TransHex is currently assessing a number of kimberlites
on its “Ganga” concession. To the south of the project, a number of local and South African companies operated
commercial alluvial diamond ventures during the Angolan war years.

During the late 1960’s and 1970’s, both Diamang (a predecessor of De Beers and Endiama) and Condiama (a
consortium managed by De Beers) investigated the diamond potential of this area. Throughout Angola, some
two million samples were collected and several hundred kimberlite pipes were identified. During this program,
the Cangandala Concession was sampled and kimberlitic indicator minerals recovered. After 1975, no formal
exploration occurred in this area due to intense military activity during the civil war. However, successful barge
mounted diving operations were conducted along the Cuanza River (directly adjacent to the south of the
Cangandala concession) by at least one South African mining group (working for UNITA) which reported
excellent results over the brief period during which it was active. After the cessation of hostilities in 2002, an
unknown number of garimpeiros were operating on rapids along the Cuanza River, directly south of the
Cangandala Concession.

A detailed, three phase prospecting program is planned to quantify the diamond potential of Cangandala. It is a
typical requirement in Angola that a joint venture must complete a minimum exploration program on secondary
deposits before pursuing primary deposits; hence the initial focus is on alluvial diamond potential. Phase | of the
program comprises barge operations on the rivers, principally the Cuanza and the Luando, combined with
reconnaissance pitting and trenching on the floodplain and areas where higher terraces are likely to occur.
Phase Il includes bulk sampling the alluvial deposits previously identified as well as tightening the mineral
resource data. At this stage, a technical and financial feasibility study will be completed to allow commercial
mining to commence. Phase Ill is an aggressive program targeted at identifying the location of kimberlite pipes
through the completion of airborne geophysical and detailed soil sampling surveys. The exploration budget for
the first phase approximates US$3.0 million.

Satellite interpretation, together with reconnaissance site visits, indicates that there are numerous palaeo-
meander scars on the Cuanza River floodplain. The primary target area for alluvial deposits within the
concession is a meander complex that results from extensive westward migration of the Cuanza River, on the
right-bank, downstream from its confluence with the Luando River. This complex is approximately 40 km x 10
km (potentially up to 50 km wide if all palaeo-activity is taken into account). The entire area of the confluence
also forms part of this target area.

A preliminary structural interpretation of the satellite imagery indicates the presence of numerous lineaments that
parallel and cross-cut various sections of the river. The transverse lineaments are the most important since
these are expected to form irregularities in the channel of both the present and palaeo rivers. Such irregularities
may be expressed as rapids, waterfalls or islands, which form ideal concentration sites for heavy minerals,
including diamonds.

Although the Company’s exploration program has been approved and a support structure established in Luanda,
progress has been severely hampered by administrative delays in Luanda. These include delays in finalizing the
registration of the joint venture and in obtaining permits for the import of exploration equipment. A significant



step forward in this regard was made with the receipt of approval from Agencia Nacional de Investimento
Privado (ANIP) on September 19, 2006, as discussed more fully above.

The London Project — the London Project covers 2,121 hectares (5,242 acres) and is situated 320 km
southwest of Johannesburg. Monroe holds 100% interest subject to a 10% royalty and R10,000 per month
rental. In January, Monroe announced that it had applied to the DME for a full commercial mining permit. The
project is located along a palaeodrainage channel that runs generally north-south for some 45 km. Operations
commenced at London in January, 2003 and Monroe has identified AO and Al gravels. During the prospecting
program, the diamonds recovered realised an average of US$ 400 per carat, with a record individual diamond
price of US$6,200 per carat for a 6.02 carat fancy orange diamond.

Monroe’s application for a full commercial mining permit is progressing although recent experience suggests that
it may be several more months before a decision is received.

A summary of the results of operations is set out in ‘Results of Operations’. More details on the London Project
are available in the technical report prepared by ACA Howe International Limited and filed on SEDAR on
January 23, 2003.

The Skaapkop Kimberlite Project — covers an area centred around the towns of Schweizer Reneke and
Wolmaransstad in Northwest Province (formerly SW Transvaal). The area comprises hundreds of square
kilometres. The objective of this regional project is to locate and develop the kimberlite sources of the
Southwestern Transvaal alluvial diamond field. Up to 1984 (at which time the recording regime changed and
subsequent production data is unavailable) the alluvial deposits in Northwest Province yielded approximately 14
million carats, worth in excess of US$ 5 billion at current prices.

It is generally accepted that the diamonds from the Southwestern Transvaal alluvial field do not have agreed
kimberlite sources. While small parcels have been recognised as being similar to diamonds recovered from the
Premier and Boshof kimberlites, the vast majority of diamonds have been derived from as yet undiscovered
sources. Interpretation of the sedimentary packages and the palaeodrainage systems that host the alluvial
diamond deposits indicates that the diamonds could not have been sourced outside Northwest Province and, in
fact, the sources likely lie within the confines of the presently known alluvial fields.

The mineral chemistry of the garnet population recovered from the same gravel deposits indicates that they are
derived from kimberlites. Surface texture analysis further reveals that these garnets have not travelled
substantial distances. Trace element geochemistry of ilmenites, combined with the garnet data as well as
palaeodrainage interpretations indicate that the diamond deposits of the Northwest Province must have come
from more than one discreet source.

The new mining regulations in South Africa make land administration both time-consuming and expensive in
relation to regional exploration. These difficulties can be partly overcome by dividing the exploration program
into phases, with permitting and licensing arising only in the final phase. The objective of the first phase of the
program will be the identification of anomalies through synthesizing the substantial database available to
Monroe. This will result in modelling involving palaeodrainage scenarios and the influence of kimberlitic indicator
minerals. The extent of follow-up will be dependent on the success in the first phase of the program.

The second phase will entall, inter alia, airborne gravity surveys followed by detailed soil sampling. Provided
positive results are achieved, this would be followed by percussion and core drilling of individual anomalies for
petrography, mineral chemistry and micro-diamond assessment.

Projects outside South Africa

Southern Africa has long been considered highly prospective for kimberlites due to the presence of three large
cratons. Although its share of world production has declined since the development of kimberlite mines in
Siberia, Australia and Canada, the African continent remains the largest diamond producer, with climatic
conditions favouring year-round exploration and a well-developed infrastructure reducing exploration and
logistical costs. Monroe has set a priority on expanding and continues to research opportunities in Angola,
Botswana, the Democratic Republic of Congo and South Africa.



Property Analysis

The following table presents the carrying value and expenditures on Monroe’s mineral properties.

Property September 30, Incurred during December 31,
2006 the period 2005
ended
September 30,
2006, net of
depletion and
amortization
London $ 1,845,000 $ 42,000 $ 1,803,000
Allandale 0 (52,000) 52,000
Skaapkop 49,000 26,000 23,000
Middle Orange River 0 (189,000) 189,000
Angola 752,000 512,000 240,000
Plant and equipment 97,000 72,000 25,000
Total $ 2,743,000 $ 411,000 $ 2,332,000

Results of Operations

Operations

Monroe applied for a full mining licence for the London Project in November 2005 and, in accordance with
regulations, suspended mining activities in January 2006 while the application is being considered. Activities at
London during the third quarter focused on rehabilitation only. The Company has responded to all enquiries
received to date from the DME in relation to the licence application. The application process can be lengthy and
it is possible that Monroe will not receive a determination for several more months.

The Company continued to treat the London Project as a development stage project reported in the
Consolidated Balance Sheet through the Mineral Interests account.

General and Administration Expenses (G&A)

G&A, after reduction of capitalized items, amounted to $398,460 (2005 - $494,015) for the nine months ended
September 30, 2006. Prior to capitalization, gross G&A for the period ended September 30, 2006 was
$1,049,014 (2005 - $615,832).

The gross costs (with comparative figures for 2005) are analysed as follows:

Three months ended Nine months ended

September September September September

30, 2006 30, 2005 30, 2006 30, 2005

Salaries, benefits and stock options $ 152,553 $ 96,150 $ 502,242 $ 272,117
Financial administration 25,400 21,350 89,100 63,367
Audit and legal 2,168 11,502 38,512 47,307
Investor relations, stock exchange 24,226 11,256 106,258 100,864
General office and miscellaneous 131,188 10,751 250,889 42,212
Travel and marketing 3,300 25,445 62,013 89,965
Total $ 338,835 $ 176,454 $1,049,014 $ 615,832

Salary and general office costs capitalized to mineral interests amounted to $420,595 and $229,959 respectively
for the period ended September 30, 2006, a total increase of approximately $529,000 over 2005 due to the
commencement of exploration activities in Angola. Stock option expense included in G&A amounted to $33,730



(2005 - $30,675).

fees.

Financial administration costs increased as a result of the commencement of exploration
activities in Angola. Investor relations comprises the investor relations contract as well as regulatory and filing

Interest on Long Term Debt

Interest expense for 2006 remained stable compared with 2005.

sterling.

Summary of Quarterly Results

Quarterly results are unaudited.

(All figures are in $ except share numbers)

Interest bearing debt is denominated in

Three months ended
September June 30, March 31, December September June 30, March 31, December
30, 2006 2006 2006 31, 2005 30, 2005 2005 2005 31, 2004
Diamond revenues, net - - - - - - - -
of royalties
Direct mining costs 3,269 5,194 5,615 5,342 5,506 5,760 6,148 5,720
Depletion and 1,874 1,340 2,760 1,569 1,979 2,066 1,016 910
amortization
Operating loss 5,143 6,534 8,375 6,911 7,485 7,826 7,164 6,630
Loss for the period 137,516 416,719 199,550 116,636 105,495 202,124 168,071 253,822
Working capital 211,997 621,892 41,067 465,398 (15,538) 171,126 293,131 439,951
Mineral interests 2,742,834 2,474,873 2,502,074 2,332,410 2,171,180 2,141,642 2,171,539 2,162,911
Shareholders’ equity 2,753,993 2,850,892 2,367,123 2,585,074 1,058,699 1,228,392 1,420,741 1,578,094
Shares outstanding 70,162,194 70,162,194 62,079,118 62,079,118 47,827,618 47,827,618 47,827,618 47,827,618
Net loss per share 0.00 0.01 0.00 0.01 0.00 0.01 0.00 0.02

1. No dividends have been paid since incorporation. Fully diluted per share amounts are not presented because the results are

antidilutive.

2. The above information has been summarized from the consolidated financial statements of the Company prepared in accordance
with accounting principles generally accepted in Canada.

3. Refer to ‘Results of Operations’ for a discussion of factors that have caused period to period variations, significant acquisitions,
changes in direction of Monroe’s business and other information relevant to an understanding of the Company’s financial condition
and results of operations.

Liquidity
Working Capital

At September 30, 2006, the Company had working capital of $211,997 (December 31, 2005 - $465,398), due
mainly to the financing completed in April 2006. The Company does not generate positive cash flow from
operations and is dependent on its current working capital, on loans from related parties, private placements and
the exercise of stock options to supplement its limited financial resources.

Long Term Debt

Debt owing to an entity controlled by Monroe’s controlling shareholder bears interest at 7% per annum and is
denominated in sterling. At September 30, 2006, the principal outstanding amounted to £261,133 (December
31, 2005 - £261,133) and rolled-up interest to £42,292 (December 31, 2005 - £37,032). The debt is secured by
a charge on the income from the London Project. The term of this financing facility has expired and repayment
is under discussion. The holder has agreed not to demand repayment of £151,713 of the total balance before
October 2007.

Unpaid salary due to the President of the Company amounts to $330,000 (December 31, 2005 - $430,000).
The holder has agreed not to demand repayment of the balance before October 2007.



Stock Options

On September 1, 2006, the Company granted options to purchase 4,250,000 common shares at an exercise
price of $0.15 per share, expiring August 31, 2010. The options were granted to directors, consultants, and an
employee of the Company.

Non-controlling Interest

The non-controlling interest in the Company’s South African subsidiary, Monroe SA, results from the investment

of Vuyal! Investments (Pty) Limited (‘Vuya!’) in that company. This interest is recorded based on book values
and does not reflect underlying fair value.

Environmental Liabilities
Monroe maintains its environmental rehabilitation liabilities on a current basis, thus obviating the need to

accumulate a provision for this purpose. In addition, at the London Project in South Africa where it has been trial
mining, Monroe meets the DME requirements for rehabilitation.

Capital Resources
No new share offerings were announced during the period.
Transactions with Related Parties

Except for the debt arrangements referred to in ‘Liquidity’ there were no significant transactions with related
parties.

Critical Accounting Estimates

The Company’s accounting policies are discussed in Note 1 to the consolidated financial statements for the year
ended December 31, 2005.

Changes in Accounting Policies Including Initial Adoption

No changes in accounting policy were implemented in 2005 or 2006.

Financial Instruments and Other Instruments

The Company is exposed to interest rate price risk to the extent that long term debt bears a fixed rate of interest.
The Company is also exposed to currency exchange rate risks to the extent of its foreign operations conducted
in Angola and South Africa, as well as the long term debt denominated in sterling. The Company does not
hedge its exposure to fluctuations in the related foreign exchange rates.

Other Matters

Investor Relations

CHF Investor Relations of Toronto and Calgary is the Company’s investor relations counsel. The investor
relations program is aimed primarily at investor communications and interaction with the financial community in
Canada. The monthly fee is $5,000, plus expenses which arise, inter alia, in relation to briefings, presentations
and the provision of publicity materials. In 2002, an option over 480,000 shares of the Company, exercisable at
$0.25 each and expiring in April 2007 was granted to CHF.



Business Risks

The exploration and development of diamond properties involves a wide range of risks which includes, but is not
limited to, the uncertainty of discovery, lack of commercial deposits following discovery, title to properties,
changes in government regulations, uninsured risks, product price fluctuations, environmental factors, political
and economic risks, exchange rate fluctuations and exchange controls.

Monroe is at an early stage of its development. Its success will depend on the expertise of its management in
pursuing business opportunities. The Company is in competition with companies possessing greater financial
resources for both properties and personnel. The Company does not generate positive cash flow, has limited
financial resources and must raise additional capital to implement its programs.

Readers are directed to the Company’s web site (www.monroeminerals.com) for a fuller disclosure of business
risks.

Additional Information

Additional information regarding the Company is available on SEDAR at www.sedar.com.



