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MANTLE DIAMONDS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

14. SHARE-BASED PAYMENTS  fcontinued)

During the year ended 31 December 2008

Share price 20p
Exercise price 30-35p
Expected volatility 50%
Expected life 2 years
Expected dividend yield 0%
Risk free interest rate 2%

Expected volatility was determined by reference to historic volatility of mining shares listed on
the London Stock Exchange. This volatility was then adjusted to reflect a higher expected
volatility for a small company not listed on the London Stock Exchange. The expected life used
in the model has been adjusted, based on the management's best estimate, for the effects of
non-transferability, exercise restrictions and behavioural considerations.

The company recognised total expenses in the profit and loss account of £50,248 (2007: £31,056)
related to share options during the year and recognised £61,013 (2007: £nil) as the acquisition
cost of certain fixed asset investments,

(b) Other share based payments

In addition to the share options in issue the company has also recognised expenses in respect of
certain consultancy agreements under which services are provided as consideration for the issue
of equity instruments. No shares (2007: 1,888,496 shares) have been issued, or are due to be
issued, under such agreements during the year.

The expense relating to such consultancy agreements was £nil (2007: £13,334) and has been
calculated at the fair value of the services provided with reference to market rates for such
services calculated with reference to the value of the consideration payable under such
consultancy agreements.

The company has also issued shares as consideration for the acquisition of certain fixed asset
investments. In total 12,839,167 (2007: nil) such shares have been issued and a total cost has
been recognised within fixed asset investments of £2,567,833 (2007: nil). The value of the shares
issued has been calculated with reference to the fair value of the shares as the fair value of the
investments received cannot be measured directly as they are unlisted.

The company also issued 75,000 (2007: nil) shares as consideration for a continued interest in
certain exploration and evaluation assets, The value of these shares recognised within the cost of
exploration and evaluation assets was £15,000 (2007: £nil) and was calculated with reference to
the fair value of the shares.
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15.

16.

17,

CONTINGENT LIABILITIES

The company has entered into a joint venture with Kopane Diamond Developments ple
(“Kopane™) in which it has earned a 17% interest in European Diamonds Limited through the
issue of 1,666,667 shares, together with a further 1,666,667 since the balance sheet date.

Under the terms of the agreement if the company has not achieved an Initial Public Offering
(“IPO™) by 11 July 2009 then Kopane has the right to terminate the agreement together with the
forfeiture of the company’s interest of 17% in European Diamonds Limited unless the company
makes a cash payment to Kopane of £666,667 within 30 days thereafter and agrees to pay the
remaining consideration originally payable under the agreement of £1,333,333 in either cash or
shares at Kopane's election. This further consideration being payable in two equal instalments,
the first on the earlier of 11 January 2010 or the date of publication of a feasibility study on the
mineral properties in which European Diamonds Limited has an interest, the second on the first
anniversary of the first instalment being paid.

Given the economic downturn the company’s plans for carrying out an IPO have been delayed
and subsequently will not achieve an IPO by 11 July 2009, The directors are in discussions with
Kopane to renegotiate the terms of the agreement in respect of the above clause, and are
confident that the cash payments described above will not be required. For this reason no liability
has been recognised in respect of the payments, and in addition the value of the company’s
investment in European Diamonds Limited has not been impaired.

SHARE CAPITAL

Authorised share capital:

2008 2007
£ 3
200,000,000 (2007: 100,000,000) Ordinary shares of £0.001 each 200,000 100,000
Allotted, called up and fully paid:
2008 2007
Mo £ No £
Ordinary shares of £0.001 each 78,526,933 78,527 44,237,766 44,238

During the year 34,289,167 (2007: 26,101,404) ordinary shares of £0.001 each were issued. The
nominal value of the shares issued was £34,289 (2007: £26,102). The consideration received for
these shares was £6,857,833 (2007: £4,545,437).

SHARE PREMIUM ACCOUNT
2008 2007
£ £
Balance brought forward 5,368,723 1,013,563
Premium on shares issued in the year 6,742,328 4,355,160
Balance carried forward 12,111,051 5,368,723

Commission paid to directors of the company relating to the issue of new share capital
amounting to £22,500 (2007: £70,923) has been deducted from the premium arising on the issue
of those shares. This is in addition to the remuneration disclosed in note 4.
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18.

19.

20.

21.

SHARE OPTIONS RESERVE
2008 2007
£ £
Balance brought forward 38,394 1,338
Recognition of equity-settled share-based payments in the year 111,262 31,056
Forfeiture of share options in the year (16,379) r
Balance carried forward 133,277 38,394
This reserve is used to record the value of share options recognised.
SHARES TO BE ISSUED
2008 2007
£ £
Balance brought forward 8,333 305,000
Shares issued in year - (305,000)
Shares becoming due for issued = 8,333
Shares no longer due for issue (8,333) -
- 8,333

—_—

This reserve is used to record the value of the consideration received or shares that have yet to be
issued. As the company does not have any obligation to transfer economic benefit to these
investors, the balance is reported within shareholders' funds.

PROFIT AND LOSS ACCOUNT
2008 2007
£ £
Balance brought forward (2,244,934) (713,553)
Loss for the financial year (2,872,342) (1,531,381)
Balance carried forward (5,117,276) (2,244,934)

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

2008 2007
£ £
Loss for the financial year (2,872,342) (1,531,381)
New equity share capital subscribed 34,289 25,277
Premium on new share capital subscribed 6,742,328 4,355,160
Movement on shares to be issued reserve (8,333) (296,667)
Recognition of equity-settled share-based payments in the year 111,262 31,056
Forfeiture of share options in the year (16,379) -
Net addition to shareholders' funds 3,990,825 2,583,445
Opening shareholders' funds 3,214,754 631,300

Closing shareholders' funds 7,205,579 3,214,754
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22.

23.

POST BALANCE SHEET EVENTS
Since the year end the company has issued 11,166,667 ordinary shares of £1.

10,000,000 shares were issued to effect the acquisition of certain mineral property interests, the
entire issued share capital of Tenby Resources Inc, a company incorporated in Canada, and
certain other assets.

1,666,667 shares were issued as the second tranche of consideration due under an agreement with
Kopane Diamonds ple in respect of the acquisition of an interest in European Diamonds Limited
which holds certain mining property interests.

RELATED PARTY TRANSACTIONS
The company has no ultimate controlling party.

During the year the company loaned Mantle Diamond S.a.r.] £46,345 (2007: £227,387). At the
year end this amount was provided against in full.

During the year the company loaned Mantle Diamond Oy (Finland) £519,073 (2007: £nil). At the
year end £519,073 was outstanding.

During the year the company loaned MDL Diamonds (Canada) Inc. £1,086,362 (2007: £nil). At
the year end £1,086,362 was outstanding,

During the year the company loaned London Africa Limited, a company controlled by Mr L.
Kemp £24,803.09. At the year end £24,803.09 was outstanding. Consultancy fees of £24,996
were also paid to London Africa Limited. In addition commission of £7,500 was paid to London
Africa Limited in respect of the raising of additional finance and is netted off with Share
premium,



