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Chairman’s Statement

Brendan McMorrow

Dear Shareholder,

| am pleased to present the
Company’s Annual Report and
Financial Statements for the
year ended 31 May 2025, a
year which saw progress on
our projects in both Finland
and Northern Ireland.

The Lahtojoki Diamond
Deposit

During the year the Company was
granted a mining concession certificate
by Tukes which formally entitles the
Company to utilise the minerals within
the mining concession. This was a critical
milestone as it allows the Company to
proceed with its plans to bring in a mine
at Lahtojoki.

The Lahtojoki mining project comprises
a mining concession covering 71
hectares (c. 176 acres), including a
kimberlite pipe with a surface area of
1.6 hectares (c.4 acres). Since its’ initial
purchase of the project over eight years
ago, the Company has been steadily
working with the relevant authorities

to achieve the various milestones
required for the granting of a mining
concession certificate by Tukes. Now
that this has been received, focus has
turned to securing appropriate strategic
investment to take this project through
the development stage and on to
production. | do not expect this to be
easy, however with the presence of fancy
diamonds, including pink diamonds,
and also the potential for the mine to
act as a hub for other developments by
your Company in the area, | believe the
Company is an attractive proposition as
the first diamond mine in Europe outside
of Russia.

Site of proposed mine at Lahtojoki

Diamond Exploration in the
Kuhmo Region

Exploration work continues in the
Kuhmo region of Finland where during
the year, significantly, the geophysical
interpretation of electromagnetic data
from a UAV-based survey identified two
diatreme-shaped anomalies that could
represent the kimberlitic source of the
green diamond that is the focus of the
Company’s exploration in the area.
These two diatreme anomalies also have
significant kimberlite indicator mineral
fans down ice, with numerous Peridotitic
garnets (G10 and G9) and even garnets
from the diamond stability field (G10D)
as well as Eclogitic garnets (G4) and the
best indicator of all the green diamond.
The Company is classifying the resultant
target as a high priority for drilling and
has incorporated the testing of this
target into its plans for the financial year
ending May 2026.

Map of Green diamond target with EM anomaly and indicator mineral train.



In February 2025 the Company was
granted a new reservation, namely
“Kuumu-1" in the Lentiira area of
northern Kuhmo, which is approximately
30 kms to the north of the noted green
diamond discovery. The Lentiira area is
considered highly prospective by the
Company. Several orangeite dikes with
highly prospective indicator mineral
compositions were discovered in the area
by European Diamonds PLC in the early
2000s, and diamonds were discovered
by till sampling in a number of locations.
Considering the fact that the ultimate
sources of the main indicator fans still
remain unlocated, the exploration
possibilities for the Company in the
Lentiira area are interesting.

Extensions for the exploration permits
covering the Seitapera diamondiferous
kimberlite (lamproite) in Kuhmo, and the
kimberlite (olivine lamproite) discovery
at Riihivaara are held until a minimum
of Q1 2027. We are pleased to note
that the various licences in the Kuhmo
area interlink and cover an area that has
the potential to become a significant
diamond province on the Finnish

side of the Karelian Craton using a
potential development at Lahtojoki as a
production hub.

The Company held a public meeting in
Kuhmo in January 2025 in relation to its
diamond exploration activities in Finland
which was well received.

Public awareness presentation in Kuhmo.
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Reviewing prospecting samples from Fermanagh.

Nickel, Copper and Platinum
Group Metals in Northern
Ireland

Your Company holds a significant licence
package covering over 1,000 km2 in
Northern Ireland where it has established
first move advantage and continues

to advance its exciting exploration
programme exploring for Nickel, Copper
and Platinum Group Elements over the
year under review. An assessment of the
Company’s licences by Dr Larry Hulbert
was commissioned in early 2024 and

on completion of his work during the
year under review, his report confirmed
the significant potential for Nickel,
Copper and Platinum Group Elements
and recommended a follow up work
programme.

This assessment followed the discovery
in October 2023 by the Company of
indicator minerals for nickel, copper
and platinum group metals during the
course of a stream sediment sampling
programme. In June 2025 the Company
announced that it had identified the
site of the historic Cappagh Copper
Mine which will provide a significant
new copper target for investigation
within its new KDR 4 licence area.

This further enhances the Company’s
strategic position in Northern Ireland.
Further investigation and detailed
exploration work programmes are now
being planned to review and assess the
potential of this target.

Prospecting at Cappagh Copper target.

Reviewing dyke outcrop in Fermanagh.
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Chairman’s Statement coninved

Visiting Karelian's core shed near Lahtojoki.

Environmental, Social and
Governance Issues

Great emphasis is placed by the
Company on these issues, and the
Company is committed to high standards
of corporate governance and integrity in
all its activities and operations, including
rigorous health and safety compliance,
environmental consciousness and the
promotion of a culture of good ethical
values and behaviour.

Financial Review

The Company recorded a loss for

the financial year ended 31 May

2025 of €279,357 (31 May 2024

— Loss of €237,160). At 31 May

2025 the Company had total assets

of €12,246,037 31 May 2024 —
€11,811342) and net assets at the same
date of €10,141,861 (31 May 2024 —
€9,741,609).

During the year under review total funds
raised amounted to £651,822 at share
prices ranging from 0.75 pence to 1.5
pence per share. Subsequent to the year
end, in June 2025 a further £185,000
of funds were raised at a price of 0.75
pence per share.

Detailed sectioning of the gravity and magnetic inversion at the Colebrook project, by Dr Larry
Hulbert, highlights near surface targets that are extensions of deep potential field sources.

Directors and Staff

I would like to take this opportunity

to sincerely thank my fellow directors,
staff and consultants for their work

and contribution to the Company and
its operations over the past year. This is
greatly appreciated and has contributed
significantly to its progress.

o
Brendan McMorrow
Chairman

25 November 2025



Annual Report and Financial Statements 2025 Karelian Diamond Resources Plc 5

Company Information

Directors

Brendan McMorrow
Chairman/Non-executive Director*§+

Maureen T.A. Jones
Managing Director*

Dr. Sor¢a Conroy
Non-executive Director*§+

Howard Bird
Non-executive Director+

*  Member of the Executive Committee
+ Member of the Remuneration Committee
§ Member of the Audit Committee

Company registration
number

382499

Company secretary

Cathal Jones

Registered office

Shannon Airport House
Shannon Free Zone
Shannon

Co. Clare, V14E370
Ireland

Nominated adviser (NOMAD)

Allenby Capital Limited
5 St. Helen’s Place
London, EC3A 6AB
United Kingdom

Broker

AlbR Capital Limited
3rd Floor, 80 Cheapside
London, EC2V 6EE
United Kingdom

CMC Markets UK Plc
113 Houndsditch
London, EC3A 7BX
United Kingdom

Statutory audit firm
Deloitte Ireland LLP

Chartered Accountants and Statutory

Audit Firm

Galway Financial Services Centre

Moneenageisha Road
Galway H91TW14V
Ireland

Bankers

AIB

1-4 Lower Baggot Street
Dublin 2, D02 X342
Ireland

Nordea Bank
Satamaradankatu 5
Helsinki

Finland

Registrar

Avenir Registrars Limited
Unit 6D1, The Aran Centre,
Blessington

Co. Wicklow, W91 WT02
Ireland

www.avenir-registrars.ie

Legal advisers

William Fry Solicitors
2 Grand Canal Square
Dublin 2, D02 A342
Ireland

Brendan McMorrow

Director

Dr. Soréa C. Conroy

Maureen T.A. Jones
Chairman/ Non-Executive ~ Managing Director

Howard M. Bird
Non-Executive Director ~ Non-Executive Director

Castrén & Snellman Attorneys Ltd
PO Box 233 (Eteldesplanadi 14),
FI-00131 Helsinki,

Finland

Head office

Karelian Diamond Resources P.L.C.
Shannon Airport House

Shannon Free Zone

Shannon

Co. Clare, V14E370

Ireland

www.kareliandiamondresources.com

Public relations

Lothbury Financial Services
1st Floor, 17 St Swithins Lane
London, EC4N 8AL

United Kingdom

Hall Communications
1 Northumberland Road
Dublin 4, D04 F578
Ireland

London Stock Exchange

AIM Market Symbol: KDR
SEDOL: BDO9HK6
ISIN number: [EOOBDO9HK61



Annual Report and Financial Statements 2025 Karelian Diamond Resources Plc

Board of Directors

Brendan McMorrow -
Chairman/Non-executive
Director

Brendan McMorrow took on the role

of Chairman in November 2024 and

is responsible for leading the Board

and ensuring it operates in an effective
manner while promoting communication
with shareholders. He brings a broad
range of knowledge gained through
holding senior roles in a variety of listed
public companies in the natural resources
sector.

Experience

Brendan has over 30 years’ experience
in a number of public companies in
the oil and gas and base metals mining
sectors listed in London, Toronto and
Dublin where he held senior executive
finance roles. He is currently Chief
Executive Officer of Ormonde Mining
PL.C., a natural resources exploration
company. Prior to that he was Chief
Financial Officer of Circle Oil PL.C.
from 2005 to 2015, an AIM listed oil
and gas exploration, development and
production company, with operations
in North Africa and the Middle East.
Brendan is a Fellow of the Chartered
Association of Certified Accountants.

Maureen T.A. Jones -
Managing Director

Maureen T.A. Jones oversees all of the
Company’s business and is responsible
for formulating the Company’s objectives
and strategy.

Experience

Maureen joined Conroy Petroleum on its
foundation in 1980 and was a Director
and a member of the Board of Directors
of Conroy Petroleum/ARCON from 1986
to 1994. She has a medical background
and specialised in the radiographic
aspects of nuclear medicine before
becoming a manager of International
Medical Corporation in 1977.

Maureen has over forty years’ experience
at senior level in the natural resource
exploration and sector. She is also
Managing Director of Karelian Diamond

Resources PL.C. and was a founding
Director of the Company. She brings a
vast amount of managerial experience
to the Board along with extensive
experience of the exploration industry.

Howard Bird — Non-executive
Director

Howard Bird brings a broad range of
knowledge gained through holding
senior positions in a variety of different
roles in the natural resources sector.
He was appointed to the Board on 17
September 2019.

Experience

Howard is an internationally experienced
Professional Geoscientist (diamonds,
gold, platinum and base metals) and

has over 30 years' diverse junior and
senior mining company exploration,
development and mining experience,
including over 15 years at senior
executive management level. He has
extensive worldwide experience and was
involved in programmes that have led

to the discovery of over 100 kimberlites,
working in Canada, Australia, Brazil,
South Africa, Angola, Zimbabwe,
Democratic Republic of Congo,
Botswana and Gabon.

Dr. Sorca Conroy - Non-
executive Director

Dr. Sorca Conroy brings a broad range
of knowledge to bear on the Company
through her capital markets experience
and her experience in the natural
resources sector.

Experience

Sorca was recruited to ING Bank in 2006
and whilst there was ranked second

in the Extel Survey for Biotechnology
Specialist Sales. She had previously
worked in specialist sales for life sciences
and institutional equities at Canaccord
Adams (2005-2006; where she ranked
fourth in the 2006 Extel survey) and
Hoodless Brennan (2004-2005). A
medical graduate of The Royal College
of Surgeons in Ireland, Sorca held a
number of clinical positions between her

graduation in 1995 and joining Hoodless
Brennan and was a director of Conroy
Gold and Natural Resources P.L.C. for
over 10 years.

Dr. Sorca Conroy had previously
worked in specialist sales for life
sciences and institutional equities

at Canaccord Adams (2005-2006;
where she ranked fourth in the 2006
Extel survey) and Hoodless Brennan
(2004-2005). A medical graduate of The
Royal College of Surgeons in Ireland, Dr.
Sorca Conroy held a number of clinical
positions between her graduation in
1995 and joining Hoodless Brennan
and is a director of Conroy Gold and
Natural Resources PL.C. for over 10
years.

Séamus P. FitzPatrick —
Non-executive Director

Séamus FitzPatrick has significant
corporate governance and capital
markets experience and brings this
knowledge to the board. He is the
Chairman of the Company’s audit
and remuneration committees.

Experience

Mr FitzPatrick is the Managing

Partner and a co-founder of CapVest,
a private equity firm, established in
London in 1999. Mr FitzPatrick has
recently been actively involved in fund
raising for CapVest lll, IV and V, and on
various substantial co-investor entities.
He was formerly Chairman of Mater
Private, Youngs Bluecrest, FoodVest,
Vaasan & Vaasan and Valeo Foods, and
was a director of RenoNorden, Scandi
Standard, Curium and the 850 Food
Group. He is currently a director of
Kerridge Commercial Systems.

Prior to co-founding CapVest,

Mr FitzPatrick worked in investment
banking and private equity with Morgan
Stanley, Chase, and Bankers Trust, in
both London and New York.

Mr FitzPatrick holds an honours degree
in English and Psychology from Trinity.
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Directors' Report

Principal activities, business review and future developments

Information with respect to the Company’s principal activities and the review of the business and future developments
as required by Section 327 of the Companies Act 2014 is contained in the Chairman’s statement on pages 2 to 4. The
Company is a mineral exploration and development company whose objective and strategy is to discover and develop
world class diamond projects in politically stable and geographically attractive countries such as Finland and Ireland in
order to create value for shareholders. During the financial year under review, the principal focus of management was
to continue to develop the activities of the Company, concentrating particularly on diamond exploration and evaluation.

The challenges facing the Company in achieving this strategy are world commodity prices and general economic activity,
ensuring compliance with governmental and environmental legislation and meeting work commitments under
exploration permits and licences sufficient to maintain the Company’s interest therein. To accomplish its strategy and
manage the challenges involved, the Company employs experienced individuals with a track record of success of
discovering world class ore bodies together with suitably qualified technical personnel and consultants, experienced
drilling and geophysical and other contractors and uses accredited international laboratories and technology to interpret
and assay technical results. Additionally, the Company ensures as far as possible to obtain adequate working capital to
carry out its work obligations and commitments. Please refer to the section on risks and uncertainties on pages 14 and
15 for further details.

By co-ordinating all of the above, this should result in a satisfactory return and value for shareholders.

Results for the year and state of affairs at 31 May 2025

The statement of profit or loss for the financial year ended 31 May 2025 and the statement of financial position at that
date are set out on pages 24 and 26 respectively. The loss for the financial year amounted to €279,357 (31 May 2024:
loss of €237,160) and net assets at 31 May 2025 were €10,141,861 (31 May 2024: €9,741,609). No interim or final
dividends have been or are recommended by the Board of Directors.

The Company has not yet brought any of its assets into production and accordingly has no income. Consequently, the
Company is not expected to report material profits until it disposes of or is able to profitably develop or otherwise turn
to account its exploration projects. The Directors monitor the activities and performance of the Company on a regular
basis and uses both financial and non-financial indicators to assess the Company’s performance. During the year, the
Company raised €417,132 (£354,000) before expenses from an issue of new ordinary shares at a price of £0.015 per share
inJuly 2024 and a further €388,958 (£323,075) before expenses from an issue of new ordinary shares at a price of £0.0075
per share in February 2025. The warrants issued as part of these fundraises created a non-cash liability of €94,512 which
was deducted from share premium as a share issue cost as they were an integral part of the securing the investment.

Important events since the year-end

The Company announced on 17 June 2025 that a promising new copper target had been identified in Northern Ireland
around the Cappagh Copper Mine (an old copper mine where limited mining had been carried out historically). Initial
desk-based studies and reconnaissance work have highlighted this a promising new target for the Company's exploration
with further investigation and detailed exploration programmes are now being planned to fully assess the potential of
the Cappagh Copper Mine and the adjacent area.

The Company announced on 10 June 2025 in relation to Finland, that the mining concession had been registered by the
Finnish National Land Survey into the land registry. This decision facilitated the registration by the Finnish Safety and
Chemical Agency (TUKES) of the mining rights for Lahtojoki, with registration number K7363. The mining concession
certificate received from TUKES entitles the Company to utilise the minerals within the mining concession and the
Company is now planning to proceed to the next stage of work on the mining concession area.

The Company also raised funds of €217,239 (£185,000) in June 2025 from the issue of new ordinary shares with a view
to carrying out follow up exploration in Northern Ireland and to continue its ongoing work in Finland.

There were no further important events to note post year end.
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Directors' Report roninued

Directors

The directors, who served at any time during the financial year, were as follows:
Professor Richard Conroy (passed away 15" October 2024)

Brendan McMorrow

Maureen T.A Jones

Dr. Sorca Conroy

Howard Bird

Séamus P. Fitzpatrick (resigned 27" December 2024)

Except as disclosed in the following tables, neither the Directors nor their families had any beneficial interest in the share
capital of the Company. Apart from Directors’ remuneration (detailed in Note 2 and Note 4), there have been no contracts
or arrangements entered into during the financial year in which a Director of the Company had a material interest. Refer
to Note 14 for further details.

Company secretary
Cathal Jones served as Company Secretary for the entire financial year.

Directors’ shareholdings and other interests
The interests of the Directors and their connected persons in the share capital of the Company were as follows:

“ Date of signing financial 31 May 2025 01 June 2024
statements

Ordinary Shares Ordinary Shares Ordinary Shares

of €0.00025 each Warrants of €0.00025 each  Warrants  of €0.00025 each Warrants
Dr Sorca Conroy 3,892,981 - 3,892,981 374,908 3,143,165 2,000,000
Maureen T.A. Jones 789,990 - 789,990 - 789,990 -
Brendan McMorrow 285,000 - 285,000 - 285,000 -

Details of warrants, are as follows:

Date of signing financial

31 May 2025 01 June 2024 Expiry Date
statements
Warrants Price £ Warrants Price £ Warrants Price £
Dr Sorca Conroy - - - - 2,000,000 0.04 27 October 2024
Dr Sorca Conroy - - 374,908 0.03 - - 05 July 2025

During the financial year, 2,000,000 warrants held by the directors exercisable at £0.04 per share lapsed on 27" October
2024.
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Directors’ shareholdings and other interests (continued)

Substantial shareholdings
So far as the Board of Directors are aware, no person or company, other than the shareholders listed below, held 3% or more
of the issued ordinary share capital of the Company.

Date of signing financial

Ordinary Shares Ordinary Shares Ordinary Shares

of €0.00025 each of €0.00025 each of €0.00025 each
Mr. Steven Coomber 15,741,160 8.01% 10,330,065 6.01% 7,500,000 5.10%
The Estate of Professor Richard Conroy * 15,163,912 7.72% 15,163,912 8.83% 12,263,912*  11.67%
Mr. David John Naylor 10,509,468 5.35% 10,509,468 6.12% 5,355,057 7.14%
Mr. Adrian Milligan 7,000,000 3.56% 7,000,000  4.08% - -
Mr. Kevin Taylor 6,936,356 3.53% 6,936,356 4.04% 6,936,356 6.14%
The Estate of Fredrik Bjornberg 6,450,000 3.28% 6,450,000 3.76% 6,450,000 6.60%

* Of the 15,163,912 (31 May 2024: 12,263,912) ordinary shares beneficially held by the Estate of Professor Richard Conroy at 31 May 2025, 1,232,601 (01
June 2024: 1,232,601) are held by Conroy P.L.C., a company in which the Estate of Professor Richard Conroy has a controlling interest.

Statement of Directors’ responsibilities in respect of the financial statements

The Directors are responsible for preparing the annual report, including the Directors’ Report and the financial
statements in accordance with the Companies Act 2014 and the applicable regulations. Irish Company law requires the
Directors to prepare financial statements for each financial year. Under that law, they have elected to prepare the
Company’s financial statements in accordance with International Financial Reporting Standards (“IFRS”) as adopted by
the EU and applicable law.

Under company law, the Directors must not approve the Company financial statements unless they are satisfied that
they give a true and fair view of the assets, liabilities and financial position of the Company and of the Company’s profit
or loss for that year and otherwise comply with the Companies Act 2014. In preparing the Company’s financial
statements, the Directors are required to:

e select suitable accounting policies for the Company’s financial statements and then apply them consistently;

e make judgements and estimates that are reasonable and prudent;

e state whether the financial statements have been prepared in accordance with the applicable accounting
standards, identify those standards, and note the effect and the reason for any material departure from these
standards; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Directors are responsible for keeping adequate accounting records which disclose with reasonable accuracy at any
time the assets, liabilities, financial position and profit or loss of the Company and which enable them to ensure that the
financial statements of the Company are prepared in accordance with the relevant accounting framework and comply
with the provisions of the Companies Act 2014. They have general responsibility for taking such steps as are reasonably
open to them to safeguard the assets of the Company and to prevent and detect fraud and other irregularities. The
Directors are also responsible for preparing a Directors’ Report that complies with the requirements of the Companies
Act 2014.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on
the Company’s website. Legislation in the Republic of Ireland governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.
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Directors' Report roninued

Going concern

In preparing the financial statements, the directors consider it appropriate to use the going concern assumption, which
assumes the company will have sufficient resources to enable it to meet its liabilities as they fall due. The Company
recorded a loss of €279,357 (31 May 2024: loss of €237,160) for the financial year ended 31 May 2025. The Company had
net assets of €10,141,861 (31 May 2024: €9,741,609) and net current liabilities of €1,913,340 (31 May 2024: €1,948,585)
at that date. The Company had cash and cash equivalents of €40,862 (31 May 2024: €39,597) at 31 May 2025. As set out
in the Chairman’s statement, the Company expects to incur capital expenditure in 2025 and 2026, consistent with its
strategy as an exploration company.

The Board of Directors have considered carefully the financial position of the Company and in that context, have prepared
and reviewed cash flow forecasts for the period to 30 November 2025. The Directors recognise that net current liabilities
of €1,913,340 (31 May 2024: €1,948,585) is a material uncertainty that may cast significant doubt on the Company’s
ability to continue as a going concern and, therefore, that it may be unable to realise its assets and discharge its liabilities
in the normal course of business. In this context the Board of Directors note that all directors, namely Brendan
McMorrow, Maureen T.A. Jones, Dr. Sorca Conroy and Howard Bird, and former Directors, namely James P. Jones,
Séamus P. FitzPatrick, and the Estate of Professor Richard Conroy, have confirmed that they will not seek repayment of
amounts owed to them by the Company of €1,614,886 (31 May 2024: €1,476,970) for a minimum period of 12 months
from the date of approval of the financial statements, unless the Company has sufficient funds to repay. The cashflows
include plans to raise funds to carry out the activities of the company and the Board of Directors are confident that
adequate funds can be raised through strategic partnerships or direct market fundraising to meet their objectives. To
mitigate the risk of the timing and scale of investment not being met, the Board and management continue to take
actions to monitor and manage the cost base and project implementation plans as appropriate.

In reviewing the proposed work programme for exploration and evaluation assets, the results obtained from the
exploration programme, the support noted above from the Board (and past Board members), the funds raised post year
end and the prospects for raising additional funds as required, the Board of Directors are satisfied that it is appropriate
to prepare the financial statements on a going concern basis.

Compliance policy statement of Karelian Diamond Resources P.L.C.
The Directors, in accordance with Section 225(2) of the Companies Act 2014, acknowledge that they are responsible for
securing the Company’s compliance with certain obligations specified in that section (‘relevant obligations’). The
Directors confirm that:
e a compliance policy statement has been drawn up setting out the Company’s policies that in their opinion are
appropriate with regard to compliance with relevant obligations;
e appropriate arrangements and structures have been put in place that, in their opinion, are designed to provide
reasonable assurance of compliance in all material respects with those relevant obligations; and
e areview has been conducted, during the financial year, of those arrangements and structures.

It is the policy of the Company to review during the course of each financial year the arrangements and structures
referred to above which have been implemented with a view to determining if they provide a reasonable assurance of
compliance in all material respects with relevant obligations.
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Corporate governance

The Board adopted the QCA Corporate Governance Code (“QCA Code”), which is derived from the 2018 UK Corporate
Governance Code and the Guidance on Board Effectiveness (the “Code”) but adapted to the needs of smaller quoted
companies. The Company agrees that good governance contributes to sustainable success and recognises the renewed
emphasis on business building trust by forging strong relationships with key stakeholders. The Company understands the
importance of a corporate culture that is aligned with the Company’s purpose and business strategy, and which promotes
integrity and includes diversity. The Company conducts its business with integrity, honesty and fairness and requires its
partners, contractors and suppliers to meet similar ethical standards. The Board is satisfied that its corporate culture and
culture of its employees aligns the Company’s objectives, strategy and business model. It is an objective of the Company
that all individuals are aware of their responsibilities in applying and maintaining these standards in all their actions. The
Board ensures that support is available in the form of staff training and updating its employee handbook such that staff
members understand what is expected of them.

The Board is aware of the updates to the QCA code launched in November 2023 for financial years commencing post 1
April 2024 and has applied all relevant updates to these financial statements as required. The Company’s Statement of
Compliance with the ten principles of the QCA code and how it has addressed each of these is set out in detail under the
section “ Corporate Governance” on its website: www.kareliandiamondresources.com/corporate-governance.

Board of Directors
The Board of Directors is made up of one executive and three non-executive Directors. Biographies of each of the
Directors are set out on page 6.

The Board of Directors agrees a schedule of regular meetings to be held in each calendar year and also meets on other
occasions as necessary. Meetings are usually held at the head office in Shannon Airport House, Shannon Free Zone,
Shannon, Co. Clare, V14 E370, Ireland with appropriate arrangements made to facilitate remote attendance where
required by way of teleconference calls. Board of Directors’ meetings were held on 8 occasions from 1 June 2024 to 31
May 2025 and attendance at these meetings is set out in the table below. An agenda and supporting documentation
were circulated in advance of each meeting.

Board Attendance
(eligible to attend)

Meetings held during the year 8
Professor Richard Conroy 2(2)
Séamus P. FitzPatrick 4 (5)
Maureen T.A. Jones 8(8)
Dr. Soréa Conroy 8 (8)
Brendan McMorrow 7 (8)
Howard Bird 7 (8)

There is an agreed list of matters which the Board of Directors has formally reserved to itself for decision, such as approval
of the Company’s commercial strategy, trading and capital budgets, financial statements, Board of Directors’
membership, major capital expenditure and risk management policies. Responsibility for certain matters is delegated to
Board of Directors’ subcommittees to act on behalf of the Board. Executive Directors spend as much time on Company’s
matters as is necessary for the proper performance of their duties. Non-executive Directors are expected to spend a
minimum of one day a month on Company’s activities in addition to preparation for and attendance at Board and sub-
committee meetings.

There is an agreed procedure for Directors to take independent legal advice.

The Company Secretary is responsible for ensuring that Board of Director’s procedures are followed, and all Directors
have direct access to the Company Secretary.
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Directors' Report roninued

Board of Directors (continued)

All Directors receive regular reports and full Board of Directors’ papers are sent to each Director in sufficient time before
Board of Directors’ meetings, and any further supporting papers and information are readily available to all Directors on
request. The Board of Directors’ papers include the minutes of all committees of the Board of Directors which have been
held since the previous Board of Director’s meeting, and the Chairman of each committee is available to give a report on
the committee’s proceedings at Board of Director’s meetings if appropriate.

The Board of Directors has a process whereby each year every Director may meet the Chairman to review the conduct of
Board of Directors’ meetings and the general corporate governance of the Company. The non-executive Directors, aside
from Dr Sorca Conroy (who is a beneficiary of the Estate of Professor Richard Conroy) are regarded as independent by
the Board of Directors and have no material interest or other relationship with the Company.

The Board, having fully considered the corporate needs of the Company, is satisfied that it has an appropriate balance of
experience and skills to carry out its duties. The Chairman and the Board, consider and review the independence of the
Directors on an annual basis. The Chairman of the Company oversees this process and reviews the Board composition
to ensure it has the necessary experience, skills and capabilities. The Board considers Howard Bird to be independent.

The current non-executive Directors have a wide range of financial and technical skills based on both qualifications and
experience, including significant fundraisings, financial management, technical expertise and the discovery and bringing
into production of operating mines. Each board member keeps their skills up to date through a combination of courses,
continuing professional development through professional bodies and reading.

The Company Secretary provides Directors with updates on key developments relating to the Company, the sector in
which the Company operates, legal and governance matters including advice from the Company’s broker, lawyers and
advisors.

Board performance
The Board, through its Chairman, will, in the coming year evaluate its ongoing performance, based on the requirements
of the business and corporate governance standards.

Itis envisaged that the review process will include the use of internal reviews and periodic external facilitation. The results
of such reviews will be used to determine whether any alterations are needed at either a board or senior management
level or whether any additional training would be beneficial. With the passing of the outgoing Chairman during the year
under review, these reviews were deferred from 2025 and will take place in the second half of the financial year ending
31 May 2026. Following this review, further evaluations will be undertaken annually, after the end of each financial year
but prior to the publication of the respective annual report and accounts.

Director’s performance will be measured by way of such matters as:
e Commitment;

Independence;

Relevant experience;

Impartiality;

Specialist knowledge; and

Effectiveness on the Board.

As set out in the Constitution of the Company, each year, one third of the Directors with the exception of the Chairman
and the Managing Director, retire from the Board of Directors by rotation. Effectively, therefore, each such Director will
retire by rotation within a three-year period. Dr Sorca Conroy and Howard Bird are retiring by rotation at the upcoming
annual general meeting of the Company.

Ethical values and behaviours

The Board of Directors is committed to high standards of corporate governance and integrity in all its activities and
operations and promotes a culture of good ethical values and behaviour. The Company conducts its business with
integrity, honesty and fairness and requires its partners, contractors and suppliers to meet similar ethical standards.
Individual staff members must ensure that they apply and maintain these standards in all their actions.
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The Chairman of the Board of Directors regularly monitors and reviews the Company’s ethical standards and cultural
environment and where necessary takes appropriate action to ensure proper standards are maintained. Due to the size
and available resources of the Company, the Chairman of the Board of Directors carries out executive functions. The
Company is fully committed to complying with all relevant health, safety and environment rules and regulations as
these apply to its operations. It is an objective of the Company that all individuals are aware of their responsibilities in
providing a safe and secure working environment.

Board Committees

The Board of Directors has implemented an effective committee structure to assist in the discharge of its responsibilities.
The committees and their members are listed below. Membership of the Audit and Remuneration Committees is
comprised exclusively of non-executive Directors. There were no Remuneration Committee meetings in the year under
review and attendance at the Audit Committee meetings is set out in the table below:

Audit Remuneration
Committee Committee
Attendance Attendance
Meetings held during the year 3 -
Séamus P. FitzPatrick 2 -
Brendan McMorrow 3 -
Dr. Sorca Conroy 3 n/a
Howard Bird n/a -

Audit Committee

The Audit Committee’s terms of reference have been approved by the Board of Directors. The Audit Committee,
constituted in accordance with Section 1097 of the Companies Act 2014, comprises two non-executive Directors and is
chaired by Brendan McMorrow. The Audit Committee reviews the accounting principles, policies and practices adopted,
and areas of management judgement and estimation during the preparation of the interim and annual financial
statements and discusses with the Company’s Auditor the results and scope of the audit. The external auditor has the
opportunity to meet with the members of the Audit Committee alone at least once a year.

The Audit Committee also advises the Board of Directors on the appointment of the external auditor and on their
remuneration. An analysis of the fees payable to the external audit firm in respect of audit services during the financial
year is detailed in Note 3 to the financial statements. The Audit Committee also undertakes a review of any non-audit
services provided to the Company. There were no such non-audit services provided during the period under review.

The Audit Committee is responsible for monitoring the controls which are in force to ensure the information reported to
the shareholders is accurate and complete. The Audit Committee also reviews internal controls and reviews the
effectiveness of the Company’s internal controls and risk management systems. It also considers the need for an internal
audit function, which it believes is not primarily required at present because of the size of the Company’s operations. The
members of the Audit Committee have agreed to make themselves available should any member of staff wish to make
representations to them about the conduct of the affairs of the Company.

Remuneration Committee

The Remuneration Committee’s terms of reference have been approved by the Board of Directors and are in accordance
with the QCA Remuneration Committee Guide for Small and Mid-Size Quoted Companies. The Remuneration Committee
comprises three non-executive Directors and is chaired by Howard Bird. Emoluments of executive Directors and senior
management are determined by the Remuneration Committee. In the course of each financial year, the Remuneration
Committee determines any contract terms, remuneration and other benefits, including share options, for each of the
executive Directors. The Remuneration Committee applies the same philosophy in determining executive Directors’
remuneration as is applied in respect of all employees. The underlying objective is to ensure that individuals are
appropriately rewarded relative to their responsibility, experience and value to the Company. No meetings of the
Remuneration Committee were held in the period under review.
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Board of Directors (continued)

The Board of Directors itself determines the remuneration of the non-executive Directors. The Board notes the practice
for a significant number of years of deferral of executive and non-executive salaries and fees in support of the Company.
A review of this practice and future remuneration policies will take place in the financial year ending 31 May 2026
following which will be included in a remuneration committee report and put to an annual advisory shareholder vote in
accordance with Principle 9 of the QCA Code. It is likely that future remuneration policy will include a share option
scheme that in addition to key employees and management will include executive and non-executive Directors.

Details of Directors’ remuneration for the current period are detailed in Note 2 and Note 4 to the financial statements.

Executive Committee

The Executive Committee comprises Dr. Sor¢a Conroy, Ms. Maureen T.A. Jones and Brendan McMorrow. Its purpose is
to support the Managing Director in carrying out the duties delegated to her by the Board of Directors. It also ensures
that regular financial reports are presented to the Board of Directors, that effective internal controls are in place and
functioning, and that there is an effective risk management process in operation throughout the Company. The three
non-executive directors are not involved in the daily management of the Company.

Internal control

The Directors have overall responsibility for the Company’s system of internal control to safeguard shareholders’
investments and the Company assets. They operate a system of financial controls which enables the Board of Directors
to meet its responsibilities for the integrity and accuracy of the Company’s accounting records. Among the processes
applied in reviewing the effectiveness of the system of internal controls are the following:

e The Board of Directors establishes risk policies as appropriate, for implementation by executive management;

e All commitments for expenditure and payments are subject to approval by personnel designated by the Board

of Directors; and
e Regular management meetings take place to review financial and operational activities.

The Board of Directors has considered the requirement for an internal audit function. Based on the scale of the
Company’s operations and close involvement of the Board of Directors, the Directors have concluded that an internal
audit function is not currently required.

Risks and uncertainties

The Company is subject to a number of potential risks and uncertainties, which could have a material impact on the long-
term performance of the Company and could cause actual results to differ materially from expectation. The management
of risk is the collective responsibility of the Board of Directors and is considered as part of all Board meetings. An ongoing
process for identifying, evaluating and managing or mitigating the principal risks faced by the Company has been in place
throughout the financial year and has remained in place up to the approval date of the report and accounts. The Board
intends to keep its risk control procedures under constant review, particularly with regard to the need to embed internal
control and risk management procedures further into the operations of the business and to deal with areas of
improvement which come to management’s and the Board’s attention.

As might be expected in a Company of this size, a key control procedure is the day-to-day supervision of the business by
the Executive Directors, supported by the senior managers with responsibility for key operations. The Board has
considered the impact of the values and culture of the Company and ensures that, through staff communication and
training, the Board’s expectations and attitude to risk and internal control are embedded in the business. The Board of
Directors consider the following risks to be the principal risks affecting the business.

General Industry Risk

The Company’s business may be affected by the general risks associated with all companies in the diamond exploration
industry. These risks (the list of which is not exhaustive) include: general economic activity levels, the world diamond
prices, government and environmental regulations, permits and licenses, fluctuating metal prices, the requirement and
ability to raise additional capital through future financings and price volatility of publicly traded securities. As such there
is no guarantee that future market conditions will permit the raising of the necessary funds by way of issue of new equity,
debt financing or farming out of interests. To mitigate this risk, the Board regularly reviews Company cash flow
projections and considers different sources of funds.
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Environmental Risk and Climate Change

Environmental and safety legislation may change in a manner that may require stricter or additional standards than those
now in effect. These could result in heightened responsibilities for the Group and could cause additional expense, capital
expenditures, restrictions and delays in the operational activities of the Group, the extent of which cannot be predicted.
The Group regularly liaises with the relevant authorities in both Finland and Northern Ireland ensuring that its activities
meet all relevant legislative requirements in respect of its operations.

From a climate change perspective, the evolution of sustainability reporting where related legislation and regulations are
evolving in pursuit of national and international climate change objectives will provide a risk to be managed by the Board.
As applicable standards become more stringent, the impact of this risk will continue to be monitored by the Directors
and management. The Board is aware of the fact that the European CSR Directive will not apply to the Company until at
least its accounting period commencing in June 2027 and plans to take relevant steps to prepare for this in late 2026 by
reference to its applicability to the activities of the company. Management will continue to closely monitor any
regulatory updates in this area and the potential impact of same on the Group. The Group employs staff and consultants
experienced in the requirements of the relevant environmental authorities and seeks, through their experience, to
mitigate the risk of non-compliance with accepted best practice.

Exploration Risk

All drilling to establish productive diamond resources is inherently speculative, and, therefore, a considerable amount of
professional judgement is involved in the selection of any prospect for drilling. In addition, in the event drilling
successfully encounters diamonds, unforeseeable operating problems may arise which render it uneconomic to exploit
such finds. Estimates of potential resources include substantial proportions which are undeveloped. These resources
require further capital expenditure in order to bring them into production. No guarantee can be given as to the success
of drilling programmes in which the Company has an interest. The Company employs highly competent experienced staff
and uses a range of techniques to minimise risk prior to drilling and utilises independent experts to assess the results of
exploration activity.

Financial Risk

Refer to Note 16 in relation to the use of financial instruments by the Company, the financial risk management objectives
of the Company and the Company’s exposure to inflation, interest rate risk, foreign currency risk, liquidity risk and credit
risk. Management is authorised to achieve best available rates in respect of each forecast currency requirement.

Communication with shareholders

The Company gives high priority to communication with both shareholders and all other stakeholder groups. This is
achieved through publications such as the annual and interim report, and news releases on the Company’s website
www.kareliandiamondresources.com, which is regularly updated.

The Company encourages shareholders to attend the Annual General Meeting (AGM) to meet, exchange views and
discuss the progress of the Company. The Directors are available after the conclusion of the formal business of the AGM
to meet, listen to shareholders and discuss any relevant matters arising.

Political donations
There were no political donations during the financial year (31 May 2024: €Nil).

Accounting records

The Board of Directors are responsible for ensuring adequate accounting records, as outlined in Sections 281 to 285 of
the Companies Act 2014, are kept by the Company. The Board of Directors, through the use of appropriate procedures
and systems and the employment of competent persons have ensured that measures are in place to secure compliance
with these requirements.

The accounting records are maintained at the Company’s business address, Shannon Airport House, Shannon Free Zone,
Shannon, Co Clare, V14 E370, Ireland.

Research and development
The Company did not incur any research and development expenditure in the current or prior financial year.



16 Annual Report and Financial Statements 2025 Karelian Diamond Resources Plc

Directors' Report rontinued

Disclosure of information to auditor
So far as each of the Directors in office at the date of approval of the financial statements is aware:
e There is no relevant audit information of which the Company’s auditor is unaware; and
e The Directors have taken all steps that they ought to have taken as Directors in order to make themselves aware
of any relevant audit information and to establish that the Company’s auditor is aware of that information.

This information is given and should be interpreted in accordance with the provisions of Section 330 of the Companies
Act 2014.

Auditor
Deloitte Ireland LLP will continue in office in accordance with Section 383 (2) of the Companies Act 2014. Shareholders
will be asked to authorise the Directors to fix their remuneration.

On behalf of the Directors:

Brendan McMorrow (Chairman) Maureen T.A. Jones (Managing Director)

25 November 2025
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Independent Auditor's Report

Independent auditor’s report to the members of Karelian Diamond Resources P.L.C.
Report on the audit of the financial statements

Opinion on the financial statements of Karelian Diamond Resources P.L.C. (the ‘Company’)

In our opinion the financial statements:
e give a true and fair view of the assets, liabilities and financial position of the Company as at 31 May 2025
and of the loss for the financial year then ended; and
e have been properly prepared in accordance with the relevant financial reporting framework and, in
particular, with the requirements of the Companies Act 2014.

The financial statements we have audited comprise:

e the Statement of profit or loss;

e the Statement of comprehensive income;

e the Statement of financial position;

e the Statement of changes in equity;

e the Statement of cash flows; and

e therelated notes 1 to 18, including material accounting policy information as set out in note 1.

The relevant financial reporting framework that has been applied in their preparation is the Companies Act 2014
and IFRS Accounting Standards as issued by the International Accounting Standards Boards (IASB) and as adopted

by the European Union (“the relevant financial reporting framework”).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (Ireland) (ISAs (Ireland)) and
applicable law. Our responsibilities under those standards are described below in the “Auditor's responsibilities
for the audit of the financial statements” section of our report.

We are independent of the Company in accordance with the ethical requirements that are relevant to our audit
of the financial statements in Ireland, including the Ethical Standard issued by the Irish Auditing and Accounting
Supervisory Authority (IAASA), as applied to listed entities, and we have fulfilled our other ethical responsibilities
in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Material uncertainty related to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

We draw attention to note 1 in the financial statements, which indicates that during the financial year ended 31
May 2025, the Company incurred a loss of €279,357 and had net current liabilities of €1,913,340 as at that date.

As stated in note 1, these events or conditions indicate that a material uncertainty exists that may cast significant
doubt on the Company’s ability to continue as a going concern. Our opinion is not modified in respect of this
matter.
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Our evaluation of the directors’ assessment of the Company’s ability to continue to adopt the going concern basis
of accounting included:

e obtaining an understanding of the Company’s relevant controls over the preparation of cash flow
forecasts and approval of the projections and assumptions used in cash flow forecasts to support the
going concern assumption;

e assessing the design and determining the implementation of these relevant controls;

e evaluating directors’ plans and their feasibility by agreeing the inputs used in the cash flow forecast to
expenditure commitments and other supporting documentation;

e challenging the reasonableness of the assumptions applied by the directors in their going concern
assessment;

e obtaining confirmations received by the Company from the directors and former directors evidencing
that they will not seek repayment of amounts owed to them by the Company within 12 months of the
date of approval of the financial statements, unless the Company has sufficient funds to repay;

e assessing the mechanical accuracy of the cash flow forecast model; and

e assessing the accuracy and completeness of the relevant disclosures made in the financial statements.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Summary of our audit approach

Key audit matters The key audit matters that we identified in the current year were:
e Going concern (see “Material uncertainty related to going concern’” section);
and

e Recoverability of intangible assets.
Within this report, any new key audit matters are identified with @ and any key
audit matters which are the same as the prior year identified with @

Materiality The materiality that we used for the Company in the current financial year was
€280,000 which was determined on the basis of approximately 2.76% of
Shareholder’s Equity.

Scoping We determined the scope of our audit by obtaining an understanding of the
Company and its environment and assessing the risks of material misstatement.

STliiles e ehEnies e There were no significant changes in our approach in the current financial year.
our approach

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current financial year and include the most significant assessed risks of material
misstatement (whether or not due to fraud) we identified, including those which had the greatest effect on: the
overall audit strategy, the allocation of resources in the audit; and directing the efforts of the engagement team.

These matters were addressed in the context of our audit of the financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters. In addition to the matter
described in the “Material uncertainty relating to going concern” section, we have determined the matter
described below to be the key audit matter communicated in our report.
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Recoverability of Intangible Assets ‘

Key audit matter Asat 31 May 2025, the carrying value of exploration and evaluation assets included
description in intangible assets in the Statement of financial position amounted to €12,085,967
(2024: €11,690,194).

We draw your attention to the relevant disclosures made in notes 1(a), 1(n) and 7 to
the financial statements in relation to the recoverability of intangible assets. The
valuation of intangible assets by the Company is dependent on the further successful
development and ultimate production of the mineral resources and the availability of
sufficient finance to bring the resources to economic maturity and profitability.

The recoverability of intangible assets in the Statement of financial position was
assessed as a significant risk and given the balance constitutes the majority of the
total assets in the Statement of financial position, we considered it a key audit matter.

How the scope of our The procedures performed to address the Key Audit Matter included the following:
audit responded to

the key audit matter e We evaluated the design and determined the implementation of relevant
controls in place for subsequent valuation of intangible assets;

e Weinspected documentation in respect of new and current licenses held (as
relevant);

e We challenged the directors’ assessment of indicators of impairment in
relation to exploration and evaluation assets. We also performed a review of
the proposed exploration programme in respect of the Company’s assets to
consider indicators of impairment;

e We performed a review of Board of Directors meeting minutes and press
releases issued by the Company in relation to the status of exploration and
evaluation assets;

e We performed a review of budgeted expenditure for the next 12 months
from the date of approval of the financial statements; and

e We also considered the adequacy of the relevant disclosures made in the
financial statements.

Key observations A significant uncertainty exists in relation to the ability of the Company to release the
exploration and evaluation assets capitalised to intangible assets. Based on the

evidence obtained, we consider management’s conclusion on the recoverability of
the intangible assets to be reasonable.

As noted above, we draw your attention to the relevant disclosures made in notes
1(a), 1(n) and 7 to the financial statements in relation to the recoverability of
intangible assets. The recoverability of intangible assets by the Company is dependent
on the successful renewal of certain licenses, the further successful development and
ultimate production of the mineral resources and the availability of sufficient finance
to bring the resources to economic maturity and profitability.

Our audit procedures relating to these matters were designed in the context of our audit of the financial
statements as a whole, and not to express an opinion on individual accounts or disclosures. Our opinion on the
financial statements is not modified with respect to any of the risks described above, and we do not express an
opinion on these individual matters.
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Our application of materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that
the economic decisions of a reasonably knowledgeable person would be changed or influenced. We use
materiality both in planning the scope of our audit work and in evaluating the results of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as

follows:
Materiality £280,000 (2024: €280,000)
Basis for Approximately 2.76% of Shareholder’s Equity.
determining
materiality
Rationale for We have considered the Shareholder’s Equity to be the critical component for determining

the benchmark

- materiality as we determined the Shareholder’s Equity to be of most importance to
applie

shareholders as the primary users of the financial statements. Raising equity funding is of
key importance to the Company in continuing its current operations and is reflective of
the current business life cycle of the Company.

Y4

Materiality €280,000

/

Shareholder's
Equity €10.1m

Audit Committee
s — Reporting Threshold
€14,000

m Shareholder's Equity

m Materiality

We set performance materiality at a level lower than materiality to reduce the probability that, in aggregate,
uncorrected and undetected misstatements exceed the materiality for the financial statements as a whole.

Performance materiality was set at 70% of materiality for the 2025 audit (2024: 80%). In determining performance
materiality, we considered the following factors:

a. our understanding of the Company;

b. the quality of the Company’s internal control environment and whether we were able to rely on
controls;

c. the nature and extent of uncorrected misstatements identified in previous audits; and

d. our expectations in relation to misstatements in the current period.

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of
€14,000 (2024: €14,000), as well as differences below that threshold that, in our view, warranted reporting on
qualitative grounds. We also report to the Audit Committee on disclosure matters that we identified when
assessing the overall presentation of the financial statements.
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An overview of the scope of our audit

We determined the scope of our audit by obtaining an understanding of the Company and its environment and
assessing the risks of material misstatement within the Company. We did not identify any significant changes in
the Company in the current year, therefore there has been no change in audit scope compared with the prior
year. The key audit matters we identified have remained broadly consistent with prior year.

Other information

The other information comprises the information included in the Annual Report and Financial Statements, other
than the financial statements and our auditor’s report thereon. The directors are responsible for the other
information contained within the Annual Report and Financial Statements.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If we identify such material inconsistencies or apparent material misstatements, we
are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of directors

As explained more fully in the Statement of Directors’ responsibilities in respect of the financial statements, the
directors are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view and otherwise comply with the Companies Act 2014, and for such internal control as the
directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Company or to cease operations, or have no
realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (Ireland) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on IAASA’s website
at:https://iaasa.ie/publications/description-of-the-auditors-responsibilities-for-the-audit-of-the-financial-
statements/. This description forms part of our auditor’s report.

Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is
detailed below.
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Identifying and assessing potential risks related to irregularities

In identifying and assessing risks of material misstatement in respect of irregularities, including fraud and non-
compliance with laws and regulations, we considered the following:

e the nature of the industry and sector, control environment and business performance including the
design of the Company’s remuneration policies, key drivers for directors’ remuneration, bonus levels and
performance targets;

e results of our enquiries of management and the Audit Committee about their own identification and
assessment of the risks of irregularities;

e any matters we identified having obtained and reviewed the Company’s documentation of their policies
and procedures relating to:

0 identifying, evaluating and complying with laws and regulations and whether they were aware of
any instances of non-compliance;

0 detecting and responding to the risks of fraud and whether they have knowledge of any actual,
suspected or alleged fraud;

0 the internal controls established to mitigate risks of fraud or non-compliance with laws and
regulations;

e the matters discussed among the audit engagement team and relevant internal specialists, including
valuation specialists, regarding how and where fraud might occur in the financial statements and any
potential indicators of fraud.

In common with all audits under ISAs (Ireland), we are also required to perform specific procedures to respond
to the risk of management override.

We also obtained an understanding of the legal and regulatory framework that the Company operates in, focusing
on provisions of those laws and regulations that had a direct effect on the determination of material amounts and
disclosures in the financial statements. The key laws and regulations we considered in this context included the
Companies Act 2014, Alternative Investment Market Rules, Irish Tax legislation and Pension Regulations.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial
statements but compliance with which may be fundamental to the Company’s ability to operate or to avoid a
material penalty. These included regulations as applicable to the environment, health and safety, and exploration
and mining activities.

Audit response to risks identified

As a result of performing the above, we did not identify any key audit matters related to the potential risk of
fraud or non-compliance with laws and regulations.

Our procedures to respond to risks identified included the following:

e reviewing the financial statement disclosures and testing to supporting documentation to assess
compliance with provisions of relevant laws and regulations described as having a direct effect on the
financial statements;

e enquiring of management, the Audit Committee and external legal counsel concerning actual and
potential litigation and claims;

e performing analytical procedures to identify any unusual or unexpected relationships that may indicate
risks of material misstatement due to fraud;

e reading minutes of meetings of those charged with governance; and

e inaddressing the risk of fraud through management override of controls, testing the appropriateness of
journal entries and other adjustments; assessing whether the judgements made in making accounting
estimates are indicative of a potential bias; and evaluating the business rationale of any significant
transactions that are unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team
members including internal specialists, and remained alert to any indications of fraud or non-compliance with
laws and regulations throughout the audit.
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Report on other legal and regulatory requirements

Opinion on other matters prescribed by the Companies Act 2014

Based solely on the work undertaken in the course of the audit, we report that:

e We have obtained all the information and explanations which we consider necessary for the purposes of our
audit.

e In our opinion the accounting records of the Company were sufficient to permit the financial statements to
be readily and properly audited.

e The financial statements are in agreement with the accounting records.

e In our opinion the information given in the directors’ report is consistent with the financial statements.

e In our opinion, those parts of the directors’ report specified for our review, which does not include
sustainability reporting when required by Part 28 of the Companies Act 2014, have been prepared in
accordance with the Companies Act 2014.

Matters on which we are required to report by exception

Based on the knowledge and understanding of the Company and its environment obtained in the course of the
audit, we have not identified material misstatements in the directors' report.

We have nothing to report in respect of the provisions in the Companies Act 2014 which require us to report to
you if, in our opinion, the disclosures of directors’ remuneration and transactions specified by law are not made.

Use of our report

This report is made solely to the Company’s members, as a body, in accordance with Section 391 of the Companies
Act 2014. Our audit work has been undertaken so that we might state to the Company’s members those matters
we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

David Boyle

For and on behalf of Deloitte Ireland LLP

Chartered Accountants and Statutory Audit Firm

Galway Financial Services Centre, Moneenageisha Road, Galway
Date: 25 November 2025

Notes: An audit does not provide assurance on the maintenance and integrity of the website, including controls used to
achieve this, and in particular on whether any changes may have occurred to the financial statements since first published.
These matters are the responsibility of the directors but no control procedures can provide absolute assurance in this area.
Legislation in Ireland governing the preparation and dissemination of financial statements differs from legislation in other
jurisdictions.
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Karelian Diamond Resources P.L.C.

Statement of profit or loss
For the year ended 31 May 2025

Note 2025 2024
€ €
Continuing operations
Operating expenses 2 (364,615) (418,312)
Operating loss (364,615) (418,312)
Gain in fair value of warrants 10 91,738 187,628
Interest expense 11 (6,480) (6,476)
Total finance gain 85,258 181,152
Loss before taxation 3 (279,357) (237,160)
Income tax expense 5 - -
Loss for the financial year (279,357) (237,160)
Loss per share
Basic and diluted loss per share 6 (0.0020) (0.0023)

The total loss for the financial year is entirely attributable to equity holders of the Company.

Brendan McMorrow Maureen T.A. Jones
Chairman Managing Director



Annual Report and Financial Statements 2025 Karelian Diamond Resources Plc

Karelian Diamond Resources P.L.C.

Statement of comprehensive income
For the year ended 31 May 2025

2025

€

Loss for the financial year (279,357)

Income recognised in other comprehensive income -
Total comprehensive income for the financial year W

2024
€

(237,160)

(237,160)

The total comprehensive income for the financial year is entirely attributable to equity holders of the Company.
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Karelian Diamond Resources P.L.C.

Statement of financial position
as at 31 May 2025

31 May 31 May
Note 2025 2024
€ €
Assets
Non-current assets
Intangible assets 7 12,085,967 11,690,194
Tangible Assets 2,114 -
Total non-current assets 12,088,081 11,690,194
Current assets
Cash and cash equivalents 8 40,862 39,597
Other receivables 9 117,094 81,551
Total current assets 157,956 121,148
Total assets 12,246,037 11,811,342
Equity
Capital and reserves
Share capital presented as equity 12 3,220,201 3,203,532
Share premium 12 11,399,829 10,736,889
Share-based payments reserve 450,658 450,658
Retained deficit (4,928,827) (4,649,470)
Total equity 10,141,861 9,741,609
Liabilities
Non-current liabilities
Warrant liabilities 10,15 32,880 -
Total non-current liabilities 32,880 -
Current liabilities
Trade and other payables 11 1,928,790 1,903,601
Convertible loan 11 132,202 125,722
Derivative liability 11 10,304 10,304
Warrant liabilities 11 - 30,106
Total current liabilities 2,071,296 2,069,733
Total liabilities 2,104,176 2,069,733
Total equity and liabilities 12,246,037 11,811,342

The financial statements were approved by the Board of Directors on 25 November 2025 and authorised for issue on 25
November 2025. They are signed on its behalf by:

Brendan McMorrow Maureen T.A. Jones
Chairman Managing Director
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Karelian Diamond Resources P.L.C.

Statement of changes in equity
for the financial year ended 31 May 2025

Share Share Share-based Retained Total
capital premium payment deficit equity
reserve

Note € € € € €

Balance at 1 June 2024 3,203,532 10,736,889 450,698  (4,649,470) 9,741,609

Share issue 12 16,669 789,422 - - 806,091

Share issue costs 15 - (126,482) - - (126,482)
Loss for the financial

year - - - (279,357) (279,357)

Balance at 31 May 2025 3,220,201 11,399,829 450,698  (4,928,827) 10,141,861

Balance at 1 June 2023 3,200,882 10,546,844 450,658  (4,412,310) 9,786,074

Share issue 12 2,650 298,555 - - 310,205

Share issue costs - (108,510) - - (108,510)
Loss for the financial

year - - - (237,160) (237,160)

Balance at 31 May 2024 3,203,532 10,736,889 450,658  (4,649,470) 9,741,609

Share capital

The share capital comprises of the nominal value share capital issued for cash and non-cash consideration. The share
capital also comprises deferred share capital. The deferred share capital arose through the restructuring of share capital
which was approved at the Annual General Meeting held on 9 December 2016. A detailed breakdown of the share capital
figure is included in Note 12.

Share premium

The share premium reserve comprises of the excess consideration received in respect of share capital over the nominal
value of shares issued net of any direct share issue costs which are deducted from share premium in line with the
Company’s accounting policies. The fair value of warrants issued as part of a fundraise are included in direct share issue
costs (see note 15).

Retained deficit
This reserve represents the accumulated losses absorbed by the Company to the statement of financial position date.
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Karelian Diamond Resources P.L.C.

Statement of cash flows
for the financial year ended 31 May 2025

Cash flows from operating activities
Loss for the financial year
Adjustments for:

Movement in fair value of warrants
Interest expense

Increase in trade and other payables
Increase in other receivables
Net cash (used in) / from operating activities

Cash flows from investing activities
Expenditure on intangible assets
Purchase of tangible assets

Net cash used in investing activities

Cash flows from financing activities
Proceeds on issue of share capital
Net cash provided by financing activities

Increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of financial year
Cash and cash equivalents at end of financial year

Note

10

11

12

2025 2024
€ £
(279,357) (237,160)
(91,738) (187,628)
6,480 6,476
(364,615) (418,312)
25,189 467,514
(35,543) (2,548)
(374,969) 46,654
(395,773) (424,300)
(2,114) -
(397,887) (424,300)
774,121 301,205
774,121 301,205
1,265 (76,441)
39,597 116,038
40,862 39,597
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Karelian Diamond Resources P.L.C.

Notes
to the financial statements for the financial year ended 31 May 2025

1  Material accounting policies
Reporting entity
Karelian Diamond Resources P.L.C. (the “Company”) is a company domiciled in Ireland. The Company is a public
limited company incorporated in Ireland under registration number 382499. The registered office is located at
Shannon Airport House, Shannon Free Zone, Shannon, Co. Clare, V14E370, Ireland.

The principal activity of the Company during the financial year is mineral exploration and development.

Basis of preparation
The financial statements are presented in Euro (“€”). The Euro is the functional currency of the Company.

The financial statements are prepared under the historical cost basis except for derivative financial instruments
which are measured at fair value at each reporting date. The preparation of financial statements requires the Board
of Directors and management to use judgements, estimates and assumptions that affect the application of policies
and reported amounts of assets, liabilities, income and expenses. Actual results may differ from those estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised and in any future periods affected. Details of significant
judgements are disclosed in the accounting policies.

The financial statements were authorised for issue by the Board of Directors on 25 November 2025.

Going concern

In preparing the financial statements, the directors consider it appropriate to use the going concern assumption,
which assumes the company will have sufficient resources to enable it to meet its liabilities as they fall due. The
Company recorded a loss of €279,357 (31 May 2024: loss of €237,160) for the financial year ended 31 May 2024.
The Company had net assets of €10,141,861 (31 May 2024: €9,741,609) at that date. The Company had net current
liabilities of €1,913,340 (31 May 2024: €1,948,585) at that date. The Company had cash and cash equivalents of
€40,862 (31 May 2024: €39,597) at 31 May 2025. As set out in the Chairman’s statement, the Company expects to
incur capital expenditure in 2025 and 2026, consistent with its strategy as an exploration company.

The Directors have considered carefully the financial position of the Company and in that context, have prepared
and reviewed cash flow forecasts for the period to 30 November 2026. In doing so, the Directors are mindful of
the risks faced by the business including in particular general industry risks facing companies in the natural resource
sector as described in the Directors Report. The Board of Directors are experienced at managing the peaks and
troughs of investor sentiment in the natural resources industry and will continue to manage the cashflows of the
Company including planning/revising work programmes according to available funds. The Company continues to
rely on the support of its Directors and also its ability to raise appropriate finance through either asset level
investment or fresh issues of share capital to meet its liabilities as they fall due. In this context the Board of
Directors note that all directors, namely, Brendan McMorrow, Maureen T.A. Jones, Howard Bird and Dr. Sorca
Conroy, and former Directors namely Séamus P. FitzPatrick, James P. Jones and the Estate of Professor Richard
Conroy, have confirmed that they will not seek repayment of amounts owed to them by the Company of €1,614,885
(31 May 2024: €1,476,970) for a minimum period of 12 months from the date of approval of the financial
statements, unless the Company has sufficient funds to repay.

The Directors recognise that net current liabilities of €1,913,340 (31 May 2024: €1,948,585) is a material uncertainty
that may cast significant doubt on the Company’s ability to continue as a going concern and, therefore, that it may
be unable to realise its assets and discharge its liabilities in the normal course of business. The cashflows include
plans to raise funds to carry out the activities of the company and the Board of Directors are confident that adequate
funds can be raised through strategic partnerships or direct market fundraising to meet their objectives. To mitigate
the risk of the timing and scale of investment not being met, the Board and management continue to take actions
to monitor and manage the cost base and project implementation plans as appropriate.
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Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

1  Material accounting policies (continued)
Going concern (continued)
In reviewing the proposed work programme for exploration and evaluation assets, the results obtained from the
exploration programme, the support noted above from the Board (and past Board members), the funds raised post
year end and the prospects for raising additional funds as required, the Board of Directors are satisfied that it is
appropriate to prepare the financial statements on a going concern basis.

The financial statements do not include any adjustments to the carrying value and classification of assets and
liabilities that would arise if the Company was unable to continue as going concern.

Statement of compliance
The Company’s financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the European Union (“EU”) and the requirements of the Companies Act 2014.

Recent accounting pronouncements

(i) New and amended standards adopted by the Company

The Company has adopted the following amendments to standards for the first time for its annual reporting year
commencing 1 June 2024:

e Amendments to IFRS 16 Leases: Lease liability in a sale and leaseback — Effective date 1 January 2024; and
e Amendments to IAS 1 Presentation of Financial Statements: Classification of liabilities as current or non-current
— Effective date 1 January 2024.

The adoption of the above amendments to standards had no significant impact on the financial statements of the
Group and the Company either due to being not applicable or immaterial.

(ii)) New standards and interpretations not yet adopted by the Company

Certain new accounting standards and interpretations have been published and endorsed by the EU that are not
mandatory for 31 May 2025 reporting periods and have not been early adopted by the Company. Directors does
not consider that those of the below that will be effective for the year ended 31 May 2026 will have a material effect
on the financial statements and they are considering whether or not those that become effective in the following
financial year will have any impact on the financial statements.

e Amendments to IAS 21 Lack of Exchangeability — Effective date 1 January 2025;

e Amendments to IAS 7 and IFRS 17 regarding supplier finance arrangements — Effective date 1 January 2025;

e Amendments to IFRS 9 and IFRS 7 regarding classification and measurement of financial instruments — Effective
date 1 January 2026;

e Annual Improvements to IFRS Accounting Standards — Volume 11 — Effective date 1 January 2026;

The following new standards and amendments to standards have been issued by the International Accounting
Standards Board but have not yet been endorsed by the EU, accordingly, none of these standards have been applied
in the current year. The Board of Directors is currently assessing whether these standards if endorsed by the EU will
have any impact on the financial statements of the Company.

e |FRS 18 Presentation and Disclosure in Financial Statements — Effective date 1 January 2027;
e |FRS 19 Subsidiaries without Public Accountability: Disclosures — Effective date 1 January 2027;
e Amendments to SASB standards regarding enhancement of their international applicability;
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Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

1 Material accounting policies (continued)
(a) Intangible assets
The Company accounts for mineral expenditure in accordance with IFRS 6: Exploration for and Evaluation of
Mineral Resources.

(i) Capitalisation

All costs related to acquiring the legal rights to explore will be capitalised. All other costs incurred prior to
acquiring the rights to explore are charged directly to the consolidated statement of profit or loss . Exploration,
appraisal and development expenditure incurred on exploring, and testing exploration prospects are
accumulated and capitalised as intangible exploration and evaluation (“E&E”) assets.

E&E capitalised costs include geological and geophysical costs, and other direct costs of exploration (drilling,
trenching, sampling and technical feasibility and commercial viability activities). In addition, E&E capitalised costs
include an allocation from operating expenses, including share-based payments. All such costs are necessary for
exploration and evaluation activities.

E&E capitalised costs are not amortised prior to the conclusion of appraisal activities.

At completion of appraisal activities if technical feasibility is demonstrated and commercial resources are
discovered, then the carrying amount of the relevant E&E asset will be reclassified as a development and
production asset, once the carrying value of the asset has been assessed for impairment. If following completion
of appraisal activities in an area, it is not possible to determine technical feasibility and commercial viability, or if
the right to explore expires, then the costs of such unsuccessful exploration and evaluation are written off to the
statement of profit or loss in the period in which the event occurred.

(i) Impairment
If facts and circumstances indicate that the carrying value of an E&E asset may exceed its recoverable amount,

an impairment review is performed. The following are considered to be key indicators of impairment in relation
to E&E assets:

e The period for which the entity has the right to explore in the specific area has expired or will expire in the
near future and is not expected to be renewed.

e  Substantive expenditure on further exploration for and evaluation of mineral resources in the specific area
is neither budgeted nor planned.

e Exploration for and evaluation of mineral resources in the specific area have not led to the discovery of
commercially viable quantities of mineral resources and the entity has decided to discontinue such activities
in the specific area.

e Sufficient data exists to indicate that, although a development in the specific area is likely to proceed, the
carrying amount of the exploration and evaluation asset is unlikely to be recovered in full from successful
development or by sale.
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Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

1  Material accounting policies (continued)

(a) Intangible assets (continued)

(ii) Impairment (continued)

For E&E assets, where the above indicators exist on an annual basis, an impairment test is carried out. The E&E
assets are categorised into Cash Generating Units (“CGU”) on a country-by-country (where material) basis. The
carrying value of the CGU is compared to its recoverable amount and any resulting impairment loss is written off to
the statement of profit or loss. The recoverable amount of the CGU is assessed as the higher of its fair value, less
costs to sell, and its value in use.

(b) Income taxation expense

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the statement of profit
or loss except to the extent that it relates to items recognised directly in other comprehensive loss, in which case it
is recognised in the statement of comprehensive income. Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to
tax payable in respect of previous years.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit
and is accounted for using the liability method. Deferred tax liabilities are generally recognised for all taxable
temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits
will be available against which deductible temporary differences can be utilised.

(c) Share-based payments

The Company classifies instruments issued as financial liabilities or equity instruments in accordance with the
substance of the contractual terms of the instruments. When the warrants issued (see note 15 for details) have an
exercise price in sterling, they are derivative in nature and are liability classified. They do not qualify for equity
classification as any cash settlement on exercise of these warrants will be received in a foreign currency. Where
warrants are issued in the functional currency of the Company and meet the other necessary conditions, they are
recognised as equity instruments. The warrant liabilities are recognised at their fair value on initial recognition and
subsequently are measured at fair value through statement of profit or loss. Any incremental direct costs associated
with the issuance of warrants are taken as an immediate charge to finance costs through the statement of profit or
loss. See note 11 for further details.

For equity-settled share-based payment transactions (i.e. the granting of share options and share warrants), the
Company measures the services and the corresponding increase in equity at fair value at the measurement date
(which is the grant date) using a recognised valuation methodology for the pricing of financial instruments (Binomial
Lattice Model or Black Scholes Model).

(d) Trade and other receivables and payables

Trade and other receivables are measured at their transaction price and subsequently measured at amortised cost.
Trade and other payables are measured at initial recognition at fair value, and subsequently measured at amortised
cost.

(e) Earnings per share

The Company presents basic and diluted earnings per share (“EPS”) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders by the weighted average number of
ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit attributable to
ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all
potentially dilutive ordinary shares.
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Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

1 Material accounting policies (continued)
(f) Cash and cash equivalents
Cash and cash equivalents consist of cash at bank held by the Company and short-term bank deposits with a maturity
of three months or less. Cash and cash equivalents are held for the purpose of meeting short-term cash
commitments.

(g) Pension costs

The Company provides for pensions for certain employees through a defined contribution pension scheme. The
amount charged to the statement of profit or loss is the contribution payable in that financial year. Any difference
between amounts charged and contributions paid to the pension scheme is included in receivables or payables in
the statement of financial position.

(h) Foreign currencies

Transactions denominated in foreign currencies relating to costs and non-monetary assets are translated into € at
the rates of exchange ruling on the dates on which the transactions occurred. Monetary assets and liabilities
denominated in foreign currencies are translated into € at the rate of exchange ruling at the statement of financial
position date. The resulting profits or losses are dealt with in the statement of profit or loss .

(i) Directors’ Loans

Directors’ loans are initially measured at fair value, net of transaction costs and subsequently measured at amortised
cost using the effective interest method, with interest expense recognised on the effective interest rate method.
The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the financial liability.

(j) Convertible loan

As the convertible loan is made up of both liability and derivative components, it is considered to be a compound
financial instrument. At initial recognition, the carrying amount of a compound financial instrument is allocated to
its liability and derivative components. The fair value of the liability, which is the difference between the transaction
price and the fair value of the conversion feature, and derivative is recognised as a liability in the statement of
financial position. The conversion feature is subsequently measured at fair value with changes recognised in profit
or loss. The liability is subsequently measured at amortised cost. The Company accounts for the interest expense of
the convertible loan note at the effective interest rate. The difference between the effective interest rate and
interest rate attached to the convertible loan increases the carrying amount of the liability so that, on maturity, the
carrying amount is equal to the capital cash repayment that the Company may be required to pay.

(k) Ordinary shares

Ordinary shares are classified as equity. Costs directly attributable to the issue of ordinary shares are recognised as
a deduction from retained earnings, net of any tax effects. Where warrants are issued for the sole purpose of
assisting with an issue of equity or to meet broker transaction costs directly attributable to the issue of equity, the
amount initially recognised, that is their fair value, is deducted from share premium. Subsequently, where the
warrants qualify as equity they are recognised in other reserves and the amount recognised is not changed. If the
warrants qualify as a liability the fair value is trued up from one reporting period to the next through profit or loss.
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Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

1

Material accounting policies (continued)
(I) Impairment - financial assets are measured at amortised cost
Financial assets measured at amortised cost are reviewed for impairment loss at each reporting date.

The Company measures the loss allowance at an amount equal to the lifetime expected credit losses (“ECL”) as
required under a simplified approach for receivables that do not contain a financing component. The Company’s
approach to ECL reflects a probability-weighted outcome, the time value of money and reasonable and supportable
information that is available without undue cost or effort at the reporting date about past events, current conditions
and forecasts of future economic conditions. Significant financial difficulties of the counterparty, probability that
the counterparty will enter bankruptcy or financial re-organisation and default in payments are all considered
indicators for increases in credit risks. If the credit risk increases to the point that it is considered to be credit
impaired, interest income will be calculated based on the gross carrying amount adjusted for the loss allowance.
Any contractual payment which is more than 90 days past due is considered credit impaired.

(m) Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the financial instrument.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset expire, or
when the financial asset and substantially all the risks and rewards are transferred. A financial liability is
derecognised when it is extinguished, discharged, cancelled or expires.

Classification and initial measurement of financial assets

Except for those trade receivables that do not contain a significant financing component and are measured at the
transaction price in accordance with IFRS 15, all financial assets are initially measured at fair value adjusted for
transaction costs (where applicable).

Impairment of financial assets

IFRS 9’s impairment requirements use forward-looking information to recognise expected credit losses — the
‘expected credit loss (ECL) model’. Instruments within the scope of the requirements included loans and other debt-
type financial assets measured at amortised cost and FVOCI, trade receivables, contract assets recognised and
measured under IFRS 15 and loan commitments and some financial guarantee contracts (for the issuer) that are not
measured at fair value through profit or loss. The Group considers a broader range of information when assessing
credit risk and measuring expected credit losses, including past events, current conditions, reasonable and
supportable forecasts that affect the expected collectability of the future cash flows of the instrument.

Subsequent measurement of financial assets

Financial assets held within a different business model other than ‘hold to collect’ or ‘hold to collect and sell’ are
categorised at FVTPL. Further, irrespective of the business model used, financial assets whose contractual cash flows
are not solely payments of principal and interest are accounted for at FVTPL. All derivative financial instruments fall
into this category, except for those designated and effective as hedging instruments, for which the hedge accounting
requirements apply (see below). The category also contains an equity investment. The Group accounts for the
investment at FVTPL and did not make the irrevocable election to account for the investment in XY Ltd and listed
equity securities at FVOCI. The fair value was determined in line with the requirements of IFRS 13 ‘Fair Value
Measurement’. Assets in this category are measured at fair value with gains or losses recognised in profit or loss.
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Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

1

Material accounting policies (continued)
(m) Financial instruments (continued)
The fair values of financial assets in this category are determined by reference to active market transactions or using
a valuation technique where no active market exists.

Classification and measurement of financial liabilities

The Company’s financial liabilities include trade and other payables and derivative financial instruments. Financial
liabilities are initially measured at fair value, and, where applicable. Subsequently, financial liabilities are measured
at amortised cost using the effective interest method except for derivatives and financial liabilities designated at
FVTPL, which are carried subsequently at fair value with gains or losses recognised in profit or loss (other than
derivative financial instruments that are designated and effective as hedging instruments). All interest-related
charges and, if applicable, changes in an instrument’s fair value that are reported in profit or loss are included within
finance costs or finance income.

(n) Significant accounting judgements and key sources of estimation uncertainty

Significant judgements in applying the Company’s accounting policies

The preparation of the financial statements requires the Board of Directors to make judgements and estimates and
form assumptions that affect the amounts of assets, liabilities, contingent liabilities, revenues and expenses reported
in the financial statements. On an ongoing basis, the Board of Directors evaluates its judgements and estimates in
relation to assets, liabilities, contingent liabilities, revenue and expenses. The Board of Directors bases its
judgements and estimates on historical experience and on other factors it believes to be reasonable under the
circumstances, the results of which form the basis of the reported amounts that are not readily apparent from other
sources. Actual results may differ from these estimates under different assumptions and conditions. In the process
of applying the Company’s accounting policies above, the Board of Directors have identified the judgemental areas
that have the most significant impact on the amounts recognised in the financial statements (apart from those
involving estimations), which are dealt with as follows:

Exploration and evaluation assets

The assessment of whether operating costs and salary costs are capitalised to exploration and evaluation costs or
expensed involves judgement. The Board of Directors consider the nature of each cost incurred and whether it is
deemed appropriate to capitalise it within exploration and evaluation assets. Given that the activity of management
and the resultant administration and salary costs are primarily focused on the Company’s diamond prospects, the
Board of Directors consider it appropriate to capitalise a portion of such costs. These costs are reviewed on a line-
by-line basis with the resultant calculation of the amount to be capitalised being specific to the activities of the
Company in any given year.

Cash generating units (“CGUs”)

As outlined in the intangible assets accounting policy, the exploration and evaluation assets should be allocated to
CGUs. The determination of what constitutes a CGU requires judgement. The Board of Directors consider its diamond
licences in the Kuhmo region of Finland to be one CGU and its copper / nickel / platinum group element licences in
Northern Ireland to be a separate CGU.

The carrying value of each CGU is compared to its recoverable amount. The recoverable amount of the CGU is
assessed as the higher of its fair value less costs to sell and its value in use. The determination of value in use requires
the following judgements:

. Estimation of future cash flows expected to be derived from the asset.

. Expectation about possible variations in the amount or timing of the future cash flows.

. The determination of an appropriate discount rate.

35
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Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

1  Material accounting policies (continued)
(n) Significant accounting judgements and key sources of estimation uncertainty (continued)
Significant judgements in applying the Company’s accounting policies (continued)
Going concern
The preparation of financial statements requires an assessment on the validity of the going concern assumption. The
validity of the going concern assumption is dependent on the successful further development and ultimate
production of the mineral resources and the availability of sufficient finance to bring the resources to economic
maturity and profitability. The Board of Directors have reviewed the proposed programme for exploration and
evaluation assets and, on the basis of the equity raised after the financial year, the results from the exploration
programme and the prospects for raising additional funds as required, consider it appropriate to prepare the
financial statements on the going concern basis. Refer to page 29 for further details.

Deferred tax
No deferred tax asset has been recognised in respect of tax losses as it is not considered probable that future taxable
profit will be available against which the related temporary differences can be utilised.

Key sources of estimation uncertainty
The key sources of estimation uncertainty that have a significant risk of causing material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below.

Exploration and evaluation assets

The carrying value of exploration and evaluation assets in the statement of financial position was €12,085,967 (31
May 2024: €11,690,194) at 31 May 2025 (Note 7). The Board of Directors carried out an assessment, in accordance
with IFRS 6: Exploration for and Evaluation of Mineral Resources relating to likelihood of licence renewal, likelihood
of further expenditure, possible discontinuation of activities over specific claims and available data which may
suggest that the recoverable value of an exploration and evaluation asset is less than its carrying amount. This
assessment included an assessment of the likelihood of securing a future strategic investment or joint venture
partner to assist with the development of the assets. The granting, post year end, of a mining permit in Lahtojoki,
provides the opportunity to progress the development of a central processing hub for its exploration assets in the
Kuhmo region. Having considered the prospects for both development of its diamond deposit and further
exploration success in its licence area, the Board of Directors is satisfied as to the carrying value of these assets and
is satisfied that these are recoverable, acknowledging however that their recoverability is dependent on future
successful exploration efforts

Employee benefits — Share-based payment transactions

The Company operates equity-settled share-based payment arrangements with non-market performance conditions
which fall within the scope of and are accounted for under the provisions of IFRS 2: Share-based Payment.
Accordingly, the grant date fair value of the options under these schemes is recognised as an operating expense with
a corresponding increase in the “Share-based payment reserve”, within equity, where the exercise price is granted
in EUR or recognised as a liability where a different currency is quoted as the exercise price over the vesting period.
The estimation of share-based payment costs requires the selection of an appropriate valuation model and
consideration as to the inputs necessary for the valuation model chosen. The Company has made estimates as to
the volatility of its own shares, the probable life of options granted and the time of exercise of those options. The
model used by the Company is the Black Scholes Model. The fair value of these options is measured using an
appropriate option pricing model, taking into account the terms and conditions upon which the options were
granted. The amount recognised as an expense is adjusted to reflect the actual number of share options that vest,
except where forfeiture is only due to share prices not achieving the threshold for vesting.
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2 Operating expenses

Analysis of operating expenses
Operating expenses
Transfer to intangible assets

Operating expenses are analysed as follows:
Professional fees

Wages and salaries

Directors’ Fees

Other operating expenses

Auditor’s remuneration

2025 2024
€ 3
531,151 570,309
(166,536) (151,997)
364,615 418,312
183,220 214,285
180,109 185,705
60,833 74,662
65,489 55,657
41,500 40,000
531,151 570,309

Other operating expenses consisted mainly of freight and courier, rent and printing, stationery and postage.

Of the above costs, a total of €166,536 (31 May 2024: €151,997) is capitalised to intangible assets based on a review
of the nature and quantum of the underlying costs. Refer to Note 1(a)(i) for further details. The costs capitalised to
intangible assets mainly relate to the costs of geological and on-site personnel together with an appropriate portion
of executive management salaries. €38,542 (31 May 2024: €57,500) is charged to the Statement of profit or loss in

relation to Directors’ salaries.

Wages and salaries costs as disclosed above is analysed as follows:
Wages and salaries
Social insurance costs

2025 2024

€ €
174,902 171,618
5,207 14,087
180,109 185,705

The amount of wages, salaries and related costs incurred during the financial year was recorded as follows:

Capitalised to intangible assets
Charged to the profit or loss

2025 2024

€ €
141,567 83,058
38,542 107,309
180,109 190,367

The average number of persons employed during the year (including executive Directors) by activity was as follows:

Corporate management and administration
Exploration and evaluation

2025 2024
2 2
1 1
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2

3

Operating expenses (continued)

An analysis of remuneration for each Director of the Company in the current financial year (prior to amounts
transferred to intangible assets) is as follows:

Fees Salary Total

€ € €

Professor Richard Conroy 8,333 27,083 35,416
Maureen T.A. Jones 10,000 50,000 60,000
Brendan McMorrow 16,667 - 16,667
Séamus P. FitzPatrick 5,833 - 5,833
Dr. Sorca Conroy 10,000 - 10,000
Howard Bird 10,000 - 10,000
60,833 77,083 137,916

An analysis of remuneration for each Director of the Company in the prior financial year (prior to amounts
transferred to intangible assets) is as follows:

Fees Salary Total

€ € €

Professor Richard Conroy 20,000 65,000 85,000
Maureen T.A. Jones 10,000 50,000 60,000
Brendan McMorrow 10,000 - 10,000
Séamus P. FitzPatrick 10,000 - 10,000
Dr. Sorca Conroy 10,000 - 10,000
Howard Bird 10,000 - 10,000
70,000 115,000 185,000

No share based payments or pension contribution costs have been made or incurred over the past number of years.
It is anticipated that the Company will move towards incorporating share based payments as part of overall
remuneration in the future. Accrued amounts of salary and pension owing to current and former directors are set

out in Note 11.

Loss before taxation

The loss before taxation is arrived at after charging the following items:

Auditor’s remuneration
The analysis of the auditor’s remuneration is as follows:

Audit of entity financial statements

2025

41,500

2024

40,000

No fees were incurred for other assurance, tax advisory or other non-audit services in respect of the current or prior

financial years.
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4 Directors’ remuneration

2024
€

Aggregate emoluments paid to or receivable by Directors in respect of
qualifying services 185,000

During the year ended 31 May 2025 and 31 May 2024, one Director was a member of a defined contribution scheme
but no contributions were due or paid and accordingly none were made, no other disclosures are required by Section

305 of the Companies Act 2014.

No compensation has been paid or is payable for the loss of office or other termination benefit in respect of the loss

of office of Director or other offices (31 May 2024: €Nil).

Income tax expense
No taxation charge arose in the current or prior financial year due to losses incurred in prior years and this year.

Factors affecting the tax charge for the financial year:
The total tax charge for the financial year is different to the standard rate of Irish corporation tax. This is due to the
following:

2025 2024

€ €

Loss on ordinary activities before taxation (279,357) (237,160)

Irish standard tax rate 12.50% 12.50%

Tax credit at the Irish standard rate (34,920) (29,645)
Effects of:

Losses carried forward utilised - -

Losses carried forward for future utilisation 34,920 29,645

Tax charge for the financial year - -

No deferred tax asset has been recognised on accumulated tax losses as it cannot be considered probable that future
taxable profit will be available against which the deferred tax asset can be utilised.

Unutilised losses may be carried forward from the date of the origination of the losses but may only be offset against
taxable profits earned from the same trade. Unutilised losses carried forward amounted to €13,084,193 at 31 May
2025 and €12,804,836 at 31 May 2024.
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6

7

Loss per share

Basic loss per share

Loss for the year attributable to equity holders of the Company

Number of ordinary shares at start of the financial year
Number of ordinary shares issued during the financial year
Number of ordinary shares at end of the financial year

Weighted average number of ordinary shares for the purposes of
basic and diluted loss per share

Basic and diluted loss per ordinary share

Diluted loss per share
The effect of share options and warrants is anti-dilutive.

Intangible assets

Exploration and evaluation assets
Cost

At 1June

Expenditure capitalised during the financial year:
e Licence and appraisal costs

e Other operating expenses

At 31 May

31 May 31 May
2025 2024
€ €
(279,357) (237,160)
105,092,749 94,492,749
66,676,662 10,600,000
171,769,411 105,092,749
138,490,187 101,040,146
(0.0020) (0.0023)
31 May 31 May
2025 2024
€ €
11,690,194 11,265,894
199,937 272,303
195,836 151,997
12,085,967 11,690,194

Exploration and evaluation assets relate to expenditure incurred in the development of mineral exploration
opportunities. These assets are carried at historical cost and have been assessed for impairment in particular with
regard to the requirements of IFRS 6: Exploration for and Evaluation of Mineral Resources relating to remaining
licence or claim terms, likelihood of renewal, likelihood of further expenditure, possible discontinuation of activities
as a result of specific claims and available data which may suggest that the recoverable value of an exploration and

evaluation asset is less than its carrying amount.

The Board of Directors note that the realisation of the intangible assets is dependent on further successful
development and ultimate production of the mineral resources and the availability of sufficient finance to bring the
resources to economic maturity and profitability. Mineral interests are categorised geographically as follows:

Finland
Cost

At 1 June

Expenditure capitalised during the financial year:
e Licence and appraisal costs

e Other operating costs

At 31 May

31 May 31 May
2025 2024

€ €
11,501,738 11,223,401
124,539 157,299
149,999 121,038
11,777,276 11,501,738
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Intangible assets (continued)
Exploration and evaluation assets (continued)

Northern Ireland

31 May 31 May

Cost 2025 2024

€ €

At 1 June 188,456 42,493
Expenditure capitalised during the financial year:

e Licence and appraisal costs 74,399 89,287

e Other operating costs 45,836 56,676

At 31 May 308,691 188,456

In assessing exploration licences for impairment the Board of Directors have considered in particular the proposed
work programmes for the underlying diamond resources in Finland and copper — nickel — platinum group elements
in Northern Ireland and their likelihood of adding to the existing resource and resource potential in their licence
areas. They have also assessed the likelihood of securing a future strategic investment or joint venture partner to
assist with the development of the assets. The Board of Directors are satisfied that following this review that no
indications of impairment exist requiring a reduction in the carrying value of the capitalised exploration expenditure
above.

The diamond deposit at Lahtojoki has recently had its mining permit granted by Tukes and will shortly be entering
its development phase. In assessing this asset in particular, the Board of Directors have also considered the
potential recoverability of the carrying value by evaluating a financial model for the development of the deposit at
Lahtojoki and are satisfied that no impairment of the carrying value of the related capitalised expenditure is
required.

Cash and cash equivalents

31 May 31 May

2025 2024

€ €

Cash held in bank accounts 40,862 39,597
40,862 39,597

Certain of the above bank accounts are held for the purpose of holding collateral deposits related to the Finnish
licenses. As at 31 May 2025, a total amount of €24,500 (31 May 2024: €24,500) relates to these collateral deposits
and are treated as restricted cash balances.

Other receivables

31 May 31 May

2025 2024

€ €

VAT receivable 76,387 51,469
Prepayments 38,707 28,082
Other receivables 2,000 2,000
117,094 81,551

The Directors consider that the carrying values of receivables are approximate to their fair values. No expected
credit losses exist in relation to the Company’s receivables as at 31 May 2025 (2024: €Nil).
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10 Non-current liabilities

Warrant liabilities

During the year ended 31 May 2025, a total of 54,876,664 warrants were issued with a sterling exercise price and
expiry dates of between 12 months and 24 months. 10,000,000 warrants with a sterling exercise price and expiry of
12 months were issued in the prior year. The fair value amount of each warrant at grant date was valued using the
Black Scholes Model and recorded as warrant liabilities.

At 31 May 2025, the warrants in issue were fair valued with the movement in fair value of €91,738 (2024: €187,628)
being recorded in the statement of profit or loss and a fair value of €32,880 (2024: €30,106) recorded in the
statement of financial position.

Warrant in issue in the prior year had a 12 month expiry date and were included in current liabilities (see Note 11).
These warrants lapsed unexercised during the current year. Warrants issued on 1 July 2024 have a 12-month expiry
date and a Nil value as at 31 May 2025. Warrants issued on 20 February 2025 have a 24-month term included in
non-current liabilities. See Note 15 for further details.

31 May 31 May
2025 2024
€ €
Opening balance 30,106 109,224
Warrant liability recorded on issue (Note 15) 94,512 108,510
Movement in fair value of warrants (91,738) (187,628)
32,880 30,106
Disclosed as
Non current liability (Note 10) 32,880 -
Current liability (Note 11) - 30,106
11 Current liabilities
Trade and other payables

31 May 31 May
2025 2024
€ €

Accrued Directors’ remuneration
Fees and other emoluments 1,351,636 1,213,720
Pension contributions 263,250 263,250
Amount due to related party (see Note 14 (b)) 75,065 144,551
Directors’ Current Account (Note 14 ) 6,772 -
Other creditors and accruals 232,067 282,080
1,928,790 1,903,601

It is the Company’s practice to agree terms of transactions, including payment terms with suppliers. It is the
Company’s policy that payment is made according to the agreed terms. The carrying value of the trade and other
payables approximates to their fair value. The Directors, Maureen T.A. Jones, Dr. Sor¢a Conroy, Howard Bird and
Brendan McMorrow, and former Directors, Séamus P. FitzPatrick James P. Jones and representatives of the Estate
of Professor Richard Conroy have confirmed that they will not seek repayment of amounts owed to them by the
Company of €1,614,885 (31 May 2024: €1,476,970) within 12 months of the date of approval of the financial
statements, unless the Company has sufficient funds to repay same.
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11 Current liabilities (continued)
Convertible Loan
On 26 May 2023, the Company entered into a convertible loan note agreement for a total amount of €129,550
(£112,500) with Conroy Gold and Natural Resources P.L.C. which is both a shareholder in the company and has a
number of other connections as noted in Note 14. The convertible loan note is unsecured, has a term of 18 months
and attracts interest at a rate of 5% per annum which is payable on the maturity or conversion of the convertible
loan. The conversion price is at a price of 5 pence per ordinary share. The shareholder has the right to seek
conversion of the principal amount outstanding on the convertible loan note and all interest accrued at any time
during the term.

€10,304 was recorded as a derivative liability attached to the total convertible loan note above and the net amount
of €119,246 was initially recorded as the value of the convertible loan at 31 May 2023. The loan incurred interest of
€6,480 in the current year (31 May 2024: €6,476). The convertible term has passed but the loan continues place on
an informal basis on the same terms and is classified as a current liability for the year ended 31 May 2025. The
Company is in discussions to extend the term of the loan note.

31 May 31 May

2025 2024

€ €

Opening balance 125,722 119,246

Interest payable 6,480 6,476

Closing balance 132,202 125,722
12 Called up share capital and share premium

Authorised: 31 May 31 May

2025 2024

€ €

7,301,310,041 consolidated ordinary shares of €0.00025 each 1,825,328 1,825,328

317,785,034 deferred shares of €0.00999 each 3,174,672 3,174,672

5,000,000 5,000,000

The deferred shares do not entitle the holder to receive a dividend or other distribution. Furthermore, the deferred
shares do not entitle the shareholder to receive notice of or vote at any general meeting of the Company, and do
not entitle the shareholder to any proceeds on a return of capital or winding up of the Company.
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12 Called up share capital and share premium (continued)

Issued and fully paid — Current financial year

Number of Called up Called up deferred Share
ordinary shares share capital share capital premium
€ € €

Start of financial vyear -

consolidated ordinary shares of
€0.00025 each 105,092,749 28,860 3,174,672 10,736,889
Share issue (a) 23,599,995 5,900 - 411,232
Share issue (b) 43,076,667 10,769 - 378,189
Share issue costs - - - (126,482)
End of financial year 171,769,411 45,529 3,174,672 11,399,828

Issued and fully paid — Prior financial year

Number of Called up Called up deferred Share
ordinary shares share capital share capital premium
€ € €

Start of financial year —shares of
€0.00025 each 94,492,749 26,210 3,174,672 10,546,844
Share issue (c) 10,600,000 2,650 - 298,555
Share issue costs - - - (108,510)
End of financial year 105,092,749 28,860 3,174,672 10,736,889

(a) On 1July 2024 the Company raised €417,132 (£354,000) before share issue costs through the issue of 23,599,995
consolidated ordinary shares of €0.00025 in the capital of the Company at a price of £0.015 per Subscription Share.
The company incurred share issue costs of a total of €35,901 with €20,919 being the fair value as at date of grant of
warrants issued as part of the terms attaching to the share issue (see Note 15) and the remainder being broker costs
of €14,982.

(b) On 20 February 2025 the Company raised €388,958 (£323,075) before share issue costs through the issue of
43,076,667 consolidated ordinary shares of €0.00025 in the capital of the Company at a price of £0.0075 per
Subscription Share. The company incurred share issue costs of €90,581 with €73,592 being the fair value as at date
of grant of warrants issued as part of the terms attaching to the share issue (see Note 15) and the remainder being
broker costs of €16,989.

(c) On 11 October 2023, warrants were exercised to acquire 600,000 consolidated ordinary shares of €0.00025 in
the capital of the Company at price of £0.025 per Subscription Share. On 19 October 2023, the Company raised
€301,205 (£250,000) before share issue costs through the issue of 10,000,000 consolidated ordinary shares of
€0.00025 in the capital of the Company at a price of £0.025 per Subscription Share. The company incurred share
issue costs of €108,510 being the fair value as at date of grant of warrants issued as part of the terms attaching to
the share issue (see Note 15).
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Called up share capital and share premium (continued)

Warrants: At 31 May 2025, warrants over 54,876,664 shares exercisable at prices varying from £0.015 to £0.03 at
any time up to 28 February 2027 were outstanding. All warrants in issue at that date had been issued during the
current financial year (31 May 2024: 27,900,000 warrants were in issue, all of which lapsed unexercised during the
year).

Share price: The share price at 31 May 2025 was £0.00585 (31 May 2024: £0.027). The share price ranged from
£0.0274 to £0.00585 (31 May 2024: £0.0205 to £0.0515) during the year under review.

Commitments and contingencies

At 31 May 2025, there were no capital commitments or contingent liabilities (31 May 2024: €Nil) recognised at the
balance sheet date. Should the Company decide to further develop the Lahtojoki project, an amount of €40,000 is
payable by the Company to the vendors of the Lahtojoki mining concession.

Related party transactions
(a) The Company shares office accommodation with Conroy Gold and Natural Resources P.L.C. which has certain
common Directors and shareholders. For the financial year ended 31 May 2025, Conroy Gold and Natural Resources
P.L.C. incurred costs totalling €62,508 (31 May 2024: €115,048) on behalf of the Company. These costs were
recharged to the Company by Conroy Gold and Natural Resources P.L.C. net of the shared costs of a consultants
report in Northern Ireland.

These costs are analysed as follows:

2025 2024

€ €

Salaries 52,811 71,738
Rent and rates - 13,310
Shared consultancy costs (20,628) -
Other operating expenses 30,325 30,000
62,508 115,048

(b) At 31 May 2025, the Company owed €75,065 to Conroy Gold and Natural Resources P.L.C. (31 May 2024:
€144,551 owed to). Amounts owed to Conroy Gold and Natural Resources P.L.C. were included within trade and
other payables during the current year. During the financial year ended 31 May 2025, the Company paid €129,495
to (31 May 2024: €23,007 was received from) Conroy Gold and Natural Resources P.L.C. as part of the cost sharing
arrangement. During the financial year ended 31 May 2025, the Company was charged €62,508 (31 May 2024:
€115,048) by Conroy Gold and Natural Resources P.L.C. in respect of the allocation of certain costs as detailed in
Note 14(a). In May 2023, Conroy Gold and Natural Resources P.L.C. converted amounts owing to it equivalent to
€143,943 (£125,000) into ordinary equity as detailed as part of the “share issue (c)” detailed in Note 12 and a further
€129,550 (£112,500) into a convertible loan instrument as detailed in Note 14.

(c) Key management personnel are considered to be the Directors and other key management. The compensation
of all key management personnel during the year was €162,083 (2023: €148,250) including an amount of €25,000
(31 May 2024: €33,250) payable to the Company Secretary Cathal Jones in respect of services provided. Further
analysis of remuneration for each Director of the Company is set out in note 2.

(d) Details of share capital transactions with the Directors are disclosed in the Directors’ Report.
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Related party transactions (continued)

(e) Apart from Directors’ remuneration (detailed in Note 2 and Note 4), a convertible loan from a shareholder (which
is detailed in Note 11) and share capital transactions (which are detailed within the Directors’ Report), there have
been no contracts or arrangements entered into during the financial year in which a Director of the Company had a
material interest.

Share-based payments
Warrants granted by the company generally have a vesting period ranging from one to two years. Details of the
warrants outstanding during the financial year are as follows:

2025 2025 2024 2024

No. of Share Weighted No. of Share Weighted

Warrants Average Warrants Average

Exercise Price Exercise Price

€ €

At 1 June 27,900,000 0.04871 34,750,000 0.05963
Granted during the financial year 54,876,664 0.02217 10,000,000 0.05882
Lapsed during the financial year (27,900,000) 0.04871 (16,250,000) 0.09412
Exercised during the financial year - - (600,000) 0.02353
At 31 May 54,876,664 0.02217 27,900,000 0.04871

The company issued 11,799,997 sterling based warrants on 1 July 2024, with an estimated fair value at date of grant
of €20,919. The company also issued 43,076,667 sterling based warrants on 20 February 2025, with an estimated
fair value at date of grant of €73,593. Both of these issues were in conjunction with the issue of ordinary shares as
part of a financing. The fair value of the warrants at the date of grant were deducted from share premium as a
direct share issue cost (see Note 12). As a result of the valuation performed at year end, the fair value of the sterling
based warrants was €32,880 at 31 May 2025 (31 May 2024: €30,106) and accordingly €91,738 (31 May 2024:
187,628) was credited to the Statement of profit or loss as a movement in the fair value of warrants.

The Company estimated the fair value of warrants awards using the Black Scholes Model. The determination of the
fair value of share-based payment awards on the date of grant and on revaluation at each year end using the Black
Scholes Model is affected by Karelian Diamond Resources P.L.C. stock price, share price volatility as well as
assumptions regarding a number of subjective variables. These variables include the expected term of the awards,
the stock price volatility, the risk-free interest rate and the expected dividends.

The following key input assumptions were used to calculate the fair value of the sterling based warrants at the
balance sheet dates and date of issue during the year:

31 May 2025 Date of issue 31 May 2024
Warrants Warrants Warrants
Dividend yield 0% 0% 0%
Share price volatility 85.106% 66.395% 65.956%
Risk free interest rate 3.88101% 4.183% 5.1582%
Expected life (in years) 0.0833/1.75 1.0/2.0 0.5

During the prior year, the company issued 10,000,000 sterling based warrants in conjunction with the issue of
ordinary shares as part of a financing and an amount of €108,510 was deducted from share premium as a direct
issue cost (being the fair value of these warrants at date of grant).
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16 Financial instruments
Financial risk management objectives, policies and processes
The Company has exposure to the following risks from its use of financial instruments:
(a) Inflation;
(b) Interest rate risk;
(c) Foreign currency risk;
(d) Liquidity risk; and
(e) Credit risk.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework.

The Company’s risk management policies are established to identify and analyse the risks faced by the Company, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits.

Risk management policies and systems are reviewed regularly to reflect changes in market conditions and the
Company’s activities.

The Company’s Audit Committee oversees how management monitors compliance with the Company’s risk
management policies and procedures and framework in relation to the risks faced.

(a) Inflation

The Company is exposed to the risk associated with inflation such as the impact of increased operating expenses
including rent, light & heat and wages and salaries. The Chairman and Managing Director monitor costs on an
ongoing basis.

(b) Interest rate risk

The Company currently finances its operations through shareholders’ funds and loan finance. The loan finance at 31
May 2025 and 31 May 2024 relates to a convertible loan therefore any fluctuations in interest rates will not have
an impact on the results of the Company and no sensitivity analysis has been performed. The Company did not enter
into any hedging transactions with respect to interest rate risk.

(c) Foreign currency risk
The Company is exposed to currency risk on purchases, loans and bank deposits that are denominated in a currency
other than the functional currency of the Company. The Company is further exposed to foreign currency risk through
the warrants denominated in sterling which is not the Company’s functional currency.

It is the Company’s policy to ensure that foreign currency risk is managed wherever possible by matching foreign
currency income and expenditure. During the years ended 31 May 2025 and 31 May 2024, the Company did not
utilise foreign currency forward contracts or other derivatives to manage foreign currency risk.
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16 Financial instruments (continued)

Financial risk management objectives, policies and processes (continued)

(c) Foreign currency risk (continued)

The Company’s foreign currency risk exposure in respect of the principal foreign currencies in which the Company

operates was as follows at 31 May 2025:

Sterling exposure Euro exposure Total

denominated in € € €
Cash and cash equivalents (9) 40,871 40,862
Derivative liability (10,304) - (10,304)
Convertible Loan (132,202) - (132,202)
Trade and other payables - (2,071,296) (2,071,296)
Other prepayments - 40,707 40,707
VAT/PAYE receivable - 52,282 52,282
Amount due to Conroy Gold and - (75,065) (75,065)
Natural Resources plc
Total exposure (142,515) (2,012,501) (2,155,016)

The Company’s foreign currency risk exposure in respect of the principal foreign currencies in which the Company

operates was as follows at 31 May 2024:

Sterling exposure Euro exposure Total

denominated in € € €

Cash and cash equivalents 525 39,017 39,542

Derivative liability (10,304) - (10,304)

Convertible loan (125,722) - (125,722)

Trade and other payables - (1,759,050) (1,759,050)

Other prepayments - 30,082 30,082

VAT/PAYE receivable - 51,469 51,469

Amount due to Conroy Gold and - (144,551) (144,551)
Natural Resources plc

Total exposure (135,501) (1,783,033) (1,918,534)

The following are the significant exchange rates that applied against €1 during the financial year:

Spot Rate Spot Rate

Average Rate Average Rate 31 May 31 May

2025 2025 2024

GBP 0.840 0.841 0.851

Sensitivity analysis

A 10% strengthening of the Euro against Sterling, based on outstanding financial assets and liabilities at 31 May 2025
would have decreased the reported loss by €14,251 (31 May 2024: €13,550) as a consequence of the retranslation
of foreign currency denominated financial assets at those dates. A weakening of 10% of the Euro against Sterling
would have had an equal and opposite effect. Itis assumed that all other variables, especially interest rates, remain

constant in the analysis.
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16 Financial instruments (continued)

Financial risk management objectives, policies and processes (continued)

(d) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meet its liabilities when due, under both normal and adverse conditions, without incurring unacceptable losses
or risking damage to the Company’s reputation. The Company manages liquidity risk by regularly monitoring cash
flow projections. The nature of the Company’s exploration and appraisal activities can result in significant
differences between expected and actual cash flows. Contractual maturities of financial liabilities as at 31 May 2025
were as follows:
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Carrying  Contractual 6 months or  6-12 months 1-2 years 2-5 years
amount € cash flows € less € € € €
Trade and other
payables (including
amounts owed to
related party) 1,928,790 1,928,790 307,130* - 1,621,660%* -
Convertible loan 142,506 142,506 142,506*** - - -
2,071,296 2,071,296 449,636 - 1,621,660 -

Contractual maturities of financial liabilities as at 31 May 2024 were as follows:

Carrying  Contractual 6 months or  6-12 months 1-2 years 2-5 years
amount € cash flows € less € € € €
Trade and other
payables (including
amounts owed to
related party) 1,903,601 1,903,601 426,631* - 1,476,970** -
Convertible loan 136,026 136,026 136,026*** - - -
2,039,627 2,039,627 562,657 - 1,476,970** -

*The amount of €307,130 (31 May 2024: €426,631) relates to other creditors and accruals (including amounts owed
to Conroy Gold and Natural Resources P.L.C.).

**The Directors, Maureen T.A. Jones, Dr. Soréa Conroy, Howard Bird and Brendan McMorrow, and former Directors,
Séamus P. FitzPatrick James P. Jones and the Estate of Professor Richard Conroy, have confirmed that they will not
seek repayment of amounts owed to them by the Company of €1,621,660 (31 May 2024: €1,476,970) within 12
months of the date of approval of the financial statements, unless the Company has sufficient funds to repay. There
were no related party loans in existence at 31 May 2025 and 31 May 2024 relating to monies owed to any of the
Directors.

***On 26 May 2023, the Company has entered into a convertible loan note agreement for a total amount of
€129,550 (£112,500) with one of its shareholders. Please refer to Note 11 for further details. The contractual cash
amount owing at 31 May 2025 of €142,506 is reflected in the balance sheet of the Company split between a loan
and an embedded derivative liability.

The Company had cash and cash equivalents of €40,862 at 31 May 2025 (31 May 2024: €39,597).



50 Annual Report and Financial Statements 2025 Karelian Diamond Resources Plc

Karelian Diamond Resources P.L.C.

Notes
to and forming part of the financial statements for the financial year ended 31 May 2025 (continued)

16

Financial instruments (continued)

Financial risk management objectives, policies and processes (continued)

(e) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing
to discharge its obligation.

Credit risk is the risk of financial loss to the Company if a cash deposit is not recovered. Company deposits are placed
only with banks with appropriate credit ratings. The carrying amount of financial assets represents the maximum
credit exposure. The maximum exposure to credit risk was as follows:

2025 2024

€ €

Cash and cash equivalents 40,862 39,597
Other receivables 40,707 30,082
81,569 69,679

The Company’s cash and cash equivalents are held at AIB Bank which has a credit rating of “BBB” (31 May 2024:
“BBB”’) as determined by Standard & Poor’s Credit Rating.

Expected credit loss

The Company measures credit risk and expected credit losses on financial assets measured at amortised cost using
probability of default, exposure at default and loss given default. Management consider both historical analysis and
forward-looking information in determining any expected credit loss. At 31 May 2025 and 31 May 2024, all cash is
accessible on demand and held with counterparties with a credit rating of BBB or higher. Having considered the
credit rating of the counterparties and the outstanding balances, management have determined that for both
financial years presented, the amount of ECL is immaterial.

(f) Fair values versus carrying amounts

Due to the short-term nature of the majority of the Company’s financial assets and liabilities held at amortised cost
at 31 May 2025 and 31 May 2024, the fair value equals the carrying amount in each case. The carrying value of non-
current financial assets and liabilities is a reasonable approximation of fair value.

(g) Capital management
The principal activities of the Company are concentrating particularly on diamond exploration and evaluation.

The Company has historically funded its activities through share issues and placings and loans. The Company’s capital
structure is kept under review by the Board of Directors and it is committed to capital discipline and continues to
maintain flexibility for future growth.

The capital structure of the Company consists of equity of the Company (refer to the statement of changes in equity
and Note 12). The Company is not subject to any externally imposed capital requirements.
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17 Post balance sheet events

The Company announced on 10 June 2025 that the mining concession had been registered by the Finnish National Land
Survey into the land registry. This decision facilitated the registration by the Finnish Safety and Chemical Agency (TUKES)
of the mining rights for Lahtojoki, with registration number K7363. The mining concession certificate received from TUKES
entitles the Company to utilise the minerals within the mining concession and the Company is now planning to proceed

to the next stage of work on the mining concession area.

The Company announced on 17 June 2025 that a promising new copper target had been identified around the Cappagh
Copper Mine (an old copper mine where limited mining had been carried out historically). Initial desk-based studies and
reconnaissance work have highlighted this a promising new target for the Company's exploration with further
investigation and detailed exploration programmes now being planned to fully assess the potential of the Cappagh

Copper Mine and the adjacent area.

The Company also raised funds of €217,239 (£185,000) on 20th June 2025 with a view to carrying out follow up

exploration in Northern Ireland and to continue its ongoing work in Finland.
There were no further material events to note post year end.

18 Approval of the financial statements for the financial year ended 31 May 2025

The financial statements were approved by the Board of Directors on 25 November 2025 and authorised for issue on 25
November 2025. A copy of the audited financial statements will be available on the Company’s website
www.kareliandiamondresources.com and will be available from the Company’s registered office at Shannon Airport

House, Shannon Free Zone, Shannon, Co. Clare, V14E370 Ireland.
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