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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended December 31, 2013

O TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE EXCHANGE ACT OF 1934

For the transition period from to

Commission file number: 000-54529

SCIO DIAMOND TECHNOLOGY CORPORATION

(Exact name of registrant as specified in its @rart

Nevada 45-3849662
(State or other jurisdiction of incorporation (I.LR.S. Employer Identification No
organization

411 University Ridge Suite D
Greenville, SC 29601
(Address of principal executive offices, includinig code)

(864) 751-4880
(Registrant’s telephone number, including area fode

Not Applicable
(Former name, former address and former fiscal,yeahanged since last report)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (orsiach shorter period that the registrant was reduodile such reports), and (2) has been
subject to such filing requirements for the pastl@@s.X] Yes O No

Indicate by check mark whether the registrant lhsmstted electronically and posted on its corpo¥alb site, if any, every Interactive
Data File required to be submitted and posted @untsio Rule 405 of Regulation S-T (8232.405 of tiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such fil&d). Yes O No

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @aocelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act.

Large Accelerated FileO Accelerated Filerd

Non-Accelerated Filerd Smaller Reporting Compan(x]
(Do not check if smaller reporting compat

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Bxgje Act).0 Yes No

The number of shares of common stock, $0.001 daeyautstanding as of February 11, 2014 was 5031@4
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Special Note Regarding Forward-Looking Statements

Information included in this Quarterly Report onrifol0-Q contains forward-looking statements thiect the views of the management of
the Company with respect to certain future everswardiooking statements made by penny stock issuersasithe Company are excluc
from the safe harbor in Section 21E of the Se@siExchange Act of 1934 (the “Exchange Act”). Wosdch as “expects,” “should,” “may,”
“will,” “believes,” “anticipates,” “intends,” “plas,” “seeks,” “estimates” and similar expressionsarniations of such words, and negatives
thereof, are intended to identify forward-lookirtgtements, but are not the exclusive means ofifgierg forward-looking statements in this
report. These forward-looking statements are basessumptions that may be incorrect, and thardeano assurance that matters

anticipated in our forward-looking statements wdime to pass.

Forward-looking statements are subject to ceraksrand uncertainties which could cause actualte® differ materially from those
anticipated. Such risk and uncertainties includéjout limitation, those described under Risk Begtset forth in Part [, Item 1A of our
Form 10-K for the fiscal year ended March 31, 26€IE8l on June 28, 2013.

You are cautioned not to place undue reliance ondad-looking statements. You are also urged teexevand consider carefully the various
disclosures made in the Company’s other filingswlie Securities and Exchange Commission (“SE@¢&uding amendments to those
filings, if any. Except as may be required by aggiile laws, the Company undertakes no obligatiarptiate publicly any forward-looking
statements for any reason, even if new informatecomes available or other events occur in thadutu
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PART I - FINANCIAL INFORMATION

ITEM 1. UNAUDITED CONDENSED FINANCIAL STATEMENTS

ASSETS
Current Assets:
Cash and cash equivalel
Accounts receivable, n
Inventory, ne
Prepaid expenst
Prepaid ren

Total current asse

Property, plant and equipme
Facility
Manufacturing equipmer
Other equipmer
Total property, plant and equipme
Less accumulated depreciati
Net property, plant and equipme

Intangible assets, n
Prepaid rent, noncurre
Other asset

TOTAL ASSETS

Scio Diamond Technology Corporation
CONDENSED BALANCE SHEETS
As of December 31, 2013 and March 31, 2013

LIABILITIES AND SHAREHOLDERS ’ EQUITY

Current Liabilities:
Accounts payabl
Customer deposit
Accrued expense
Deferred revenu
Notes payabli

Total current liabilities
Other liabilities

TOTAL LIABILITIES

Common stock $0.001 par value, 75,000,000 shatési@zed; 50,264,312 and 47,736,812 shares
issued and outstanding at December 31, 2013 andh\&dr, 2013, respective

Additional paic-in capital
Accumulated defici

Treasury stock, 1,000,000 shares at December 3B, &3d March 31, 201

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS ' EQUITY

December 31 March 31,
2013 2013
(Unaudited)

$ 159,01: $ 223,25’
32,58: 69,04:
387,73: 538,94t
147,23: 34,45¢
23,05( 23,05(
749,61( 888,75
897,59¢ 883,24t
3,828,27. 3,813,86!
71,05¢ 69,33!
4,796,922 4,766,44.
(1,024,53) (493,53))
3,772,38! 4,272,90!
9,434,39: 10,015,65
48,05( 65,33¢
— 13,80(
$ 1400444 $ 15,256,45
$ 678,46¢ $ 285,65
127,22: —
681,73t 730,69¢
125,00( —
1,304,741 —
2,917,17. 1,016,34
75,65¢€ 50,19¢
2,992,82! 1,066,54.
50,26¢ 47,731
24,358,66 23,789,47
(13,396,31) (9,646,30)
(1,000) (1,000
11,011,61 14,189,90
$ 1400444 $ 15,256,45

The accompanying notes are an integral part okthesudited condensed financial statements.
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Scio Diamond Technology Corporation
CONDENSED STATEMENTS OF OPERATIONS
For the Three and Nine Months Ended December 31, 28 and 2012

(Unaudited)
Three Months Three Months Nine Months Nine Months
Ended Ended Ended Ended
December 31, 201  December 31, 201.  December 31, 201 December 31, 201
Revenue
Product revenue, n $ 93,91¢ $ 555,77. $ 589,12¢ $ 628,87.
Licensing revenu 250,00( — 250,00( —
Revenue, ne 34391 $ 555,77. $ 839,12¢ $ 628,87.
Cost of goods sold
Cost of goods sol 513,14! 605,75: 1,740,93. 818,641
Gross margin (169,23() (49,987 (901,809 (189,77
General, administrative, and pre-operating expense:
Professional and consulting fe 104,13: 471,08t 1,097,03I 1,220,30
Salaries and benefi 186,96 884,53t 612,40" 2,677,19
Rent, equipment lease and facilities expe 37,10: 34,58¢ 112,34¢ 264,75!
Marketing cost: 15,30( 9,68( 41,71¢ 33,62
Depreciation and amortizatic 200,01¢ 166,72t 599,91( 173,201
Corporate general and administrat 96,73: 121,35! 282,09; 260,69.
Loss from operations (809,479 (1,737,95) (3,647,309 (4,819,53))

Other income (expense
Interest income (expens (55,756 — (102,709 (1,59))

Forgiveness of interest exper 14,11: 14,11:
Net loss $ (865,23) $ (1,723,84) $ (3,750,000 $ (4,807,01)
Loss per share

Basic:

Weighted average number of shares outstar 50,264,31 44,437,06 49,303,26 35,123,49
Loss per shar $ (0.02) $ 0.0 $ (0.08) $ (0.19)

Fully diluted:

Weighted average number of shares outstar 50,264,31 44,437,06 49,303,26 35,123,49
Loss per shar $ (0.09 $ (0.0 $ (0.0 $ (0.14)

The accompanying notes are an integral part ottbhesudited condensed financial statements.
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Scio Diamond Technology Corporation,
CONDENSED STATEMENTS OF CASH FLOW
For the Nine Months Ended December 31, 2013 and 201
(Unaudited)

Nine Months Ended
December 31, 201

Nine Months Ended

December 31, 201,

Cash flows from operating activities:
Net loss $
Adjustments to reconcile net loss to net cash irsegerating activities
Depreciation and amortizatic
Expense for warrants, stock and inventory issuegka@hange for service
Employee stock based compensa
Changes in assets and liabiliti
Decrease/(increase) in accounts receiv
Decrease/(increase) in prepaid expenses ant
Decrease/(increase) in inventory and other a:
Increase in accounts payal
Increase in customer depos
Increase in accrued expen:
Increase in deferred reven
Increase in other liabilities

Net cash used in operating activitie

Cash flows from investing activities:
Deposits for property, plant and equipm
Purchase of property, plant and equipment

Net cash used in investing activitie

Cash flows from financing activities:
Proceeds from note payal
Finance charges paid on note pay:
Proceeds from sale of common st net of fees
Payments on notes payable

Net cash provided by financing activities

Change in cash and cash equivals
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of peric $

(3,750,00) $ (4,807,01)
1,118,11. 474,49
389,73 5,85(
193,15( 1,724,97'
36,45¢ (47,317
63,21 (36,06%)
139,91¢ (147,80
392,81 84,85:
127,22: 54,30:
15,03 221,72
125,00 —
25,46 30,68:
(1,123,88) (2,441,30)
— (240,000
(30,486) (743,31
(30,48¢) (983,31
1,304,741 —
(214,74 —
12¢ 4,044,11;

— (225,000
1,090,12! 3,819,11i
(64,24¢) 394,49
223,25 808,51
159,01 $ 1,203,01

The accompanying notes are an integral part oktbhesudited condensed financial statements.

(continued)

6




Table of Contents

Scio Diamond Technology Corporation
CONDENSED STATEMENTS OF CASH FLOW

For the Nine Months Ended December 31, 2013 and 2D{Unaudited)

(Continued)

Supplemental cash flow disclosures
Cash paid for
Interest

Income taxe:

Non-cash investing and financing activities:
Purchase of assets funded by note pay
Warrants issued for real property lei
Purchase of assets funded through ADGC subscripititis

The accompanying notes are an integral part obthesudited condensed financial statements.
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Nine Months Nine Months
Ended Ended
December December
31, 2012 31,2012
$ 18,87: $ —
$ — 3 —
$ — 3 100,00(
$ — 3 39,00(
$ — 3 790,00(
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Scio Diamond Technology Corporation
CONDENSED STATEMENT OF SHAREHOLDERS' EQUITY
For the period April 1, 2013 through December 31, @213

(Unaudited)
Additional
Common Stock Paid in Treasury Stock Accumulated
Shares Amount Capital Shares Amount Deficit Total
Balance, April 1, 2013 47,736,81 $ 47,737 $ 23,789,47 (1,000,000 $ (1,000 $ (9,646,30) $ 14,189,90

Common stock issued in excha

for consulting service 527,50( 527 199,92: — — — 200,45(
Common Stock issued in

exchange for past legal

services 1,000,00t 1,00( 163,00( — — 164,00(
Administrative fee received f
previous stock issuant — — 12¢ — — — 12¢

Common stock issued for
indemnification of legal

settlemen 1,000,00t 1,00( (2,000 — — — —
Employee stock base
compensatiol — — 193,15( — — — 193,15(
Warrants issued in exchange
consulting service — — 13,98 — — — 13,98
Net loss for the nine months
ended December 31, 20 — — — — — (3,750,000 (3,750,001
Balance, December 31, 201 50,264,31 $ 50,26« $ 24,358,66 (1,000,000 $ (1,000 $ (13,396,31) $ 11,011,61

The accompanying notes are an integral part obthesudited condensed financial statements.
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NOTE 1— ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and Business

Scio Diamond Technology Corporation (referred teefreas the “Company”, “we”, “us” or “our'yvas incorporated under the law:
the State of Nevada as Krossbow Holding Corp. grié®eber 17, 2009. The original business plan ofdbmpany was focused on offsetting
carbon dioxide emissions through the creation anteption of forest-based carbon “sinks.” The Conyphas since abandoned its original

business plan and restructured its business t@foounan-made diamond technology development amenescialization.

Prior to October 1, 2012, the Company was a devedop stage company. Developmental activities heased and planned
principal operations have commenced.

Going Concern

The Company has generated very little revenuetio alad consequently its operations are subjedt tisles inherent in the
establishment and commercial launch of a new besieaterprise.

These factors raise substantial doubt about thep@awis ability to continue as a going concern. Mgamaent has responded to these
circumstances by taking the following actions:

. On-going solicitation of investment in the Compamyhe form of private placements of common shasesured and
unsecured debt to accredited investors;

. Focused efforts on new business development oppitetsito generate incremental revenues and diyessi customer
base; and

. Continued to explore strategic joint ventures, tetbgy licensing agreements and dedicated conmacufacturing to

expand company revenue and cash flow, includingecently agreed to joint venture in China.

In the opinion of management, these actions shioeilsufficient to provide the Company with the ldjty it needs to meet its
obligations and continue as a going concern. Tbanebe no assurance, however, that the Companguweitlessfully implement these plans.
The financial statements do not include any adjastsithat might be necessary if the Company islertalzontinue as a going concern.

Accounting Basis

The accompanying unaudited financial statementseoCompany have been prepared in accordance egthuating principles
generally accepted in the United States of AmgfiGRAAP") for interim financial information and witthe instructions to Form 10-Q and
Rule 10-01 of Regulation S-X. Accordingly, certaiformation and footnote disclosures normally inled in financial statements prepared in
accordance with GAAP have been condensed or onptiegsliant to such rules and regulations.

In the opinion of management, the accompanying dited financial statements contain all adjustmécssisting only of normal
recurring accruals) necessary to present fairlyGbmpanys financial position as of December 31, 2013 andck&1, 2013 and the results
operations and cash flows for the three and ninetmimterim periods ended December 31, 2013 an@.20he interim amounts have not
been audited, and the results of operations foirtiegim periods herein are not necessarily indiieadf the results of operations to be
expected for future periods or the year. The lmdaheet at March 31, 2013 has been derived freraubited financial statements at that
but does not include all of the information andtfaxdes required by GAAP for complete financial staénts. These financial statements
should be read in conjunction with the Companydid financial statements and notes thereto iraud the Form 10-K Annual Report of
the Company for the year ended March 31, 2013.

On September 16, 2013, the Company entered irtdesf agreements with SAAMABA, LLC (“SAAMABA™) red S21 Research
Holdings (the “Grace Rich Agreements”) to form mjosenture with operations in the People’s RepubfiChina (“PRC”) to deploy a
minimum of 100 Scio designed diamond growing maekinThrough the Grace Rich Agreements, Scio oWs & Grace Rich LTD, a
corporation duly established pursuant to the laftk@Hong Kong Special Administrative Region of fARC, that is an investment and
holding company for the factory and distributiomis to be formed pursuant to the laws of the PR@& wholly foreign owned enterprise.
The Company has determined that it is not requmezmbnsolidate the 30% ownership in Grace Rich land therefore accounts for the joint
venture under the equity method of accounting ($a&e 8 in the notes to condensed financial statéshien
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Basic and Diluted Net Loss per Share

Net loss per share is presented under two forrbatsc net loss per common share, which is compugad) the weighted average
number of common shares outstanding during thegeand diluted net loss per common share, whicbisputed using the weighted
average number of common shares outstanding, anddlghted average dilutive potential common shaumstanding, computed using the
treasury stock method. Currently, for all periodssented, diluted net loss per share is the sarbasis net loss per share as the inclusion of
weighted average shares of common stock issuable tine exercise of options and warrants would ltiedintive.

The following table summarizes the number of sé¢i@srioutstanding at each of the periods presenteith were not included in the
calculation of diluted net loss per share as timelusion would be anti-dilutive:

December 31
2013 2012

Common stock options and warrants 9,959,29! 10,428,76

Allowance for Doubtful Accounts

An allowance for uncollectible accounts receivablmaintained for estimated losses from custonfailsire to make payment on
accounts receivable due to the Company. Managededetmines the estimate of the allowance for uactihle accounts receivable by
considering a number of factors, including: (1xdigal experience, (2) aging of accounts recewalnld (3) specific information obtained by
the Company on the financial condition and theeantrcredit worthiness of its customers. The Compgeas determined that an allowance
was not necessary at December 31, 2013 or MarcR(3B.

Inventories
Inventories are stated at the lower of average aostarket. The carrying value of inventory is mved and adjusted based upon

slow moving and obsolete items. Inventory costfuithe material, labor, and manufacturing overheatlaae determined by the “first-in, first-
out” (“FIFO") method. The components of inventoras as follows:

December 31 March 31,
2013 2013
Raw materials and suppli $ 129,92 $ 64,25¢
Work in proces: 23,11¢
Finished good 314,13¢ 474,69:
467,17¢ 538,94¢
Inventory reserve (79,445 —

$ 387,73 $ 538,94

During the nine months ended December 31, 201 stablished a lower cost of market reserve forntory of $79,445 due to
expected selling prices being lower than cost. d$temation of the total write-down involves managat judgments and assumptions
including assumptions regarding future selling @iierecasts, the estimated costs to complete aposhl costs.

Property, Plant and Equipment

Depreciation of property, plant and equipment is@traight line basis beginning at the time fil&ced in service, based on the
following estimated useful lives:

Years
Machinery and equipment 3-15
Furniture and fixture 3-10
Engineering equipmel 5-12

Leasehold improvements are depreciated over tkerl@d the remaining term of the lease or thedffthe asset (generally three to
seven years).

Expenditures for major renewals and bettermentsetkignd the useful lives of property and equipnagatcapitalized. Expenditures
for maintenance and repairs are charged to exmseurred. Manufacturing equipment was placea $stvice beginning July 1, 2012.

10
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Intangible Assets

Intangible assets, such as acquired in-procesan@dsand development costs, are considered todrairaefinite useful life until
such time as they are put into service at whicle tihey will be amortized on a straight-line basisrahe shorter of their economic or legal
useful life. Management evaluates indefinite lifeangible assets for impairment on an annual lzagison an interim basis if events or
changes in circumstances between annual impainteststindicate that the asset might be impaired.drfgoing evaluation for impairment of
its indefinite life intangible assets requires #igant management estimates and judgment.

Management reviews definite life intangible as$etsmpairment whenever events or changes in cistances indicate that the
carrying amount of an asset may not be recoverahlere were no impairment charges during the nioeths ended December 31, 2013 or
2012,

Fair Value Measurement

Fair value is defined as the price that would lmeireed to sell an asset or paid to transfer alligl{ain exit price) in the principal or
most advantageous market for the asset or lialilign orderly transaction between market participan the measurement date. The fair
value hierarchy prescribed by the accounting liteecontains three levels as follows:

Level 1— Quoted prices in active markets for idesitassets or liabilities.

Level 2— Observable inputs other than Level 1 wrisech as quoted prices for similar assets oflilialsi quoted prices in markets
that are not active; or other inputs that are olzd#e or can be corroborated by observable marketfor substantially the full term of the
assets or liabilities.

Level 3— Unobservable inputs that are supportetlitthy or no market activity and that are significdo the fair value of the assets
or liabilities. Level 3 assets and liabilities indk financial instruments whose value is determimg@dg pricing models, discounted cash flow
methodologies, or similar techniques, as well atriments for which the determination of fair vataquires significant management
judgment or estimatior

In addition, GAAP requires the Company to discltieefair value for financial assets on both a réngrand non-recurring basis.
During September 2012, the Company issued to oectarent and former stockholders of Apollo Diamdeimstone Corporation (*“ADGG”
that were at the time accredited investors subsenipights valued at $770,000 for the purchasBBEC assets disclosed in Note 2 measi
at fair value on a nonrecurring basis. The faiueadf the ADGC subscription rights was determinsidigi the Black-Scholes model whose
assumptions were considered by management to beea 8 input.

As of December 31, 2013, the Company had 425,54Bams outstanding with exercise prices of $0.70spare. The warrants
expire in 2016 and 2017. The warrants were isyetie Company as compensation for consulting wagdcement agent services, and in
exchange for cash discounts on facility rent, aedevwalued at $0.52 per warrant using the Blacleleshmodel. The Company also has
200,000 warrants outstanding with exercise pri¢ekld50 per share. These warrants expire in 20t8nere issued by the Company as
compensation to a Board member and an unaffilititied party for efforts related to the Compasijargest customer and were valued at $
per warrant using the Black-Scholes option prigimgdel. In addition, on November 1, 2013 the Comygasued 50,000 warrants with an
exercise price of $0.37 per share to a companyoreincexchange for consulting services. These avasrexpire in 2018 and were valued at
$0.28 per warrant using the Black-Scholes optiacing model.

The carrying value of cash and cash equivalentsdiry restricted cash, accounts receivable, ciksets and trade accounts pay.
approximates fair value due to the short-term matdithese instruments.

Revenue Recognition

We recognize revenue when persuasive evidence afrangement exists, delivery of products has sedthe sales price is fixed
or determinable, and collectability is reasonalddsumed. For our Company, this generally meansabatcognize revenue when we or our
fabrication vendor has shipped finished produ¢h&customer. Our sales terms do not allow foghtrof return except for matters related to
any manufacturing defects on our part. The Comdsry maintains a provision for estimating returnd allowances based upon historical
experience.
Recent Accounting Pronouncements

There are currently no accounting standards that baen issued but not yet adopted by the Compeatyill have a significant
impact on the Company’s financial position, resofteperations or cash flows upon adoption.
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NOTE 2— ASSET PURCHASES

On June 5, 2012, the Company acquired certaineofsisets of ADGC (the “ADGC Asset Purchase”), ctimgj primarily of lab-
created diamond gemstone-related know-how, invgntard various intellectual property, in exchange®100,000 in cash and the right for
certain current and former stockholders of ADGClifyiag as accredited investors to acquire up tpragimately 1 million shares of comm
stock of the Company for $0.01 per share (the “ADG#&ring”). The Company paid the $100,000 cashiporof the ADGC Asset Purchase
during the month of December 2012. The ADGC Offgtiegan in June 2012 and was completed in MarcB.20the Company obtained a
third-party valuation to support the fair valuetloé assets acquired. This valuation determineduseva $770,000 for the subscription rights.
The amounts allocated to the ADGC assets acquieetased upon the results of that valuation apgiraisd the following table reflects our
final purchase price allocation of the assets:

Inventory $ 269,00(
In-process research and development 601,00(
Total $ 870,00(

The ADGC Offering was completed in March 2013 asslifted in the issuance of an aggregate of 98&B&fks of the Company’s
common stock.

NOTE 3— INTANGIBLE ASSETS

During the nine months ended December 31, 2013 tmepany evaluated its patent portfolio and alled&601,000 of the
previously acquired in-process research and demaopfrom the ADGC Asset Purchase to specific pgateriated to the gemstone market
that are being used by the Company for its comrakogierations. These patents were considered placaivice by the Company during the
quarter ended June 30, 2013 and the values assigadxting amortized on a straight-line basis tiveremaining effective lives of the
patents.

Intangible assets consist of the following:

December 31 March 31,
Life 2013 2013
Patents, gros 6.75-19.46 $ 8,135,06: $ 7,534,06:
In-process research and developn Indefinite 2,250,43! 2,851,43
10,385,49 10,385,49
Accumulated amortizatio 951,10! 369,84
Net intangible asse $ 943439 $ 10,015,65

Total amortization expense for the three and ninatits ending December 31, 2013 was $193,753 ant, #58, respectively.
Amortization expense for the three and nine moetided December 31, 2012 was $156,106.

Total annual amortization expense of finite livathngible assets is estimated to be as follows:

Fiscal Year Ending

Three months ending March 31, 2C $ 193,75:
March 31, 201! 775,01:
March 31, 201¢ 775,01:
March 31, 201" 775,01:
March 31, 201¢ 775,01:
Thereaftel $ 3,890,16.

NOTE 4— NOTES PAYABLE

On June 21, 2013, the Company entered into a Igeement (the “Original Loan Agreement”) with Ptatm Capital Partners, LP
(“Platinum”) providing for a $1 million secured relving line of credit that the Company may drawtoriund working capital and other
corporate purposes. Borrowings under the loanemgeat accrue interest at the rate of 18% per anpagable monthly on or before the last
calendar day of each month, and a service charg@oadpplies to late payments. The Original Loane&gent also provides for payment of
an accommodation fee of up to 10% of the commitraembunt as provided in the loan agreement, and palof a monthly collateral
monitoring fee of $2,000 per month for the first sionths and $1,000 per month for the last six im®of the term of the loan agreement.
The credit facility matures on June 20, 2014. Dhniginal Loan Agreement contains a number of restms on the Company’s business,
including restrictions on its ability to merge,Isissets, create or incur liens on assets, makwghdisons to its shareholders and sell, purchase
or lease real or personal property or other assedguipment. The Original Loan Agreement alsaaims affirmative covenants and event
default. The Company may prepay borrowings withmemium or penalty upon notice to Platinum as jgled in the Original Loan
Agreement. Under a security agreement enteredrirdonnection with the loan agreement, the Compmaanted Platinum a first priority
security interest in the
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Company’s inventory, equipment, accounts and ailgats to payments and intangibles as securityiferoan.

On October 11, 2013, the Company entered intosa Amendment to Loan Agreement (the “First Amendit)edated October 11,
2013, with Platinum, which amends the Original Légreement (as amended by the First AmendmentAiended Loan Agreement”) to
provide for an additional $500,000 of borrowing aeipy (the “Additional Loan” and, together with theginal Loan, the “Loan”) under the
existing $1 million secured revolving line of credstablished under the Original Loan Agreemerite Tompany may draw on the line to
fund working capital. The Additional Loan, whichrepresented by a Promissory Note dated Octoh&(1B (the “New Note”), matures on
June 20, 2014. On October 11, 2013, $280,750 veasdon the Additional Loan, $30,750 of which watamed by Platinum to cover
applicable fees.

Borrowings accrue interest at the rate of 18% pauan, payable monthly on or before the last caledds of each month, and a
service charge of 3% applies to late payments.nterest reserve of $133,500 has been set asidetfimproceeds of the New Note to make
required payments of interest, provided that irstiebdled to the Company will first be deductednra $90,000 reserve established under the
Original Note for payments of interest on the QraiNote, until that reserve has been exhaustegl Ahhended Loan Agreement also
provides for payment of an accommodation fee of 2% and a closing fee of $3,250, the amounts a¢hwvivere retained by Platinum out of
amounts drawn on the Additional Loan on October2DIL3. The Company'’s obligations under the Amerideh Agreement are not
guaranteed by any other party. The Company mayagrborrowings without premium or penalty upon oetio Platinum as provided in the
Amended Loan Agreement. The Loan is secured lecargy agreement, under which the Company gralatsnBm first priority security
interest in the Companginventory, equipment, accounts and other righfsatyments and intangibles as security for the Logme New Nott
provides for monthly interest payments commencingénber 2013 and for repayment of all amounts draegether with accrued interest,
on June 20, 2014.

The Company has utilized funds drawn on the Oridioan and the Additional Loan to fund its ongoimerations. At
December 31, 2013, the total due Platinum includithgccrued fees was $1,304,746 and the Compasycampliant with all financial debt
convents. At December 31, 2013, $92,101 of remgiavailability on the notes is reserved to mak#ageinterest payments on the notes
$85,740 is available for future borrowing.

NOTE 5— CAPITAL STOCK
The authorized capital of the Company is 75,000888@mon shares with a par value of $ 0.001 pereshar

During the nine months ending December 31, 2012q82my issued 4,891,250 units, each consisting efsbiare of common stock
and one warrant for the purchase of a share of corstock at a strike price of $1.60, at a unite€ $0.80 for total net cash proceeds of
$3,873,177.

On June 4, 2013 the Company engaged Arque Cafial,lMaxwell Simon, Inc., and Stonegate Securities, to provide
consulting services in connection with future calpidising activities. The Company issued 165,0®2,500 and 200,000 shares of its
common stock, respectively to each of Arque Capifd)., Maxwell Simon, Inc. and Stonegate Securities, respectively as partial
compensation for these engagements. The Compeagmized $200,450 in expense related to these #wr@nces.

On September 25, 2013 the Company issued 1,008/@#1@s of its common stock to our attorneys Schwegiundberg &
Woessner in exchange for $164,000 of past legsices.

On November 1, 2013, the Board of Directors autteatithe issuance of 50,000 warrants to a compamyoven exchange for
consulting services. Atissuance these warrante wemediately vested and expire five years fromdhte of issuance. Each warrant is
convertible into Company common stock at $0.37sbare. The Company recognized $13,985 in expeasethe issuance of these
warrants. The Company valued these warrants 88%ing the Black-Scholes option pricing modehviite following assumptions:
Expected dividend yield, 0.00%; Risk-free intemade, 1.37%; Expected life in years, 5; Expectddtildy, 102.3%.

The Company had 50,264,312 shares of common sisakd and outstanding as of December 31, 2013ichwif000,000 were he
in treasury.

The Company had 5,566,795 warrants outstandingawtieighted average exercise price of $1.52 peesimof December 31,
2013.
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NOTE 6— SHARE-BASED COMPENSATION

The Company currently has one equity-based compiengalan under which stock-based compensation dswaain be granted to
directors, officers, employees and consultantsigiog bona fide services to or for the Company e TGompany’s 2012 Share Incentive Plan
was adopted on May 7, 2012 (the “2012 Share Ineeftlan” or “Plan”) and allows the Company to isspeo 5,000,000 share of its
common stock pursuant to awards granted under@h2 3hare Incentive Plan. The Plan permits thetigig of stock options, stock
appreciation rights, restricted or unrestrictedktawards, phantom stock, performance awards, atbek-based awards, or any combination
of the foregoing. The only awards that have bsendd under the Plan are stock options. Becaad@ldn has not been approved by our
shareholders, all such stock option awards arequatified stock options. As of December 31, 208(87,500 shares remained available for
issuance under the Plan.

Prior to December 2012, the Compaptractice was to issue options with exercise prideb0.70 or $0.80 per share, which were
prices of recent equity capital investment. HoweireDecember 2012, the Company decided to chdregexercise price policy by utilizing
the stock market closing price on the day thabihtéons were granted by our Board of Directorsl siibsequent exercise prices have been
determined in this manner.

On October 1, 2013, the Company’s Board of Directgproved the issuance of options to purchas&68&fTares of common stock
to each of Messrs. Adams, Linares, and Stroushfeir services to date through calendar 2013. [Geaht is in accordance with the
Companys director compensation program that providesHergrant of options to purchase 6,250 shares ofhmmstock to each director 1
each Board meeting held. All 206,250 options idsueve an exercise price of $0.42 that reflectCiimpany’s closing stock price on the
date of grant. Using the Blaeholes option pricing model, management has déierdrhe options issued on October 1, 2013 hadue
$0.26 per option on the date of grant. The Blackefes model assumptions used were: Expected didigield, 0.00%; Risk-free interest
rate, 0.66%; Expected life in years, 3.0; Expeei@dtility, 102.3%. Total compensation costs o829 have been recognized for these
options as of December 31, 2013.

The following sets forth the options to purchasarek of the Company'’s stock issued and outstaratiraf December 31, 2013:

Weighted- Weighted-Average
Average Exercise Remaining

Options Shares Price Contractual Term
Options Outstanding March 31, 20 4,092,500 $ 0.87 2.5¢
Grantec 706,25( 0.3€ 2.7¢
Exercisec — — —
Expired/cancelle (406,25() 0.8¢ —
Options Outstanding December 31, 2! 4,392,500 $ 0.7¢ 2.01
Exercisable at December 31, 2( 196133 $ 0.7¢ 1.8¢

The intrinsic value of options outstanding at Deben1, 2013 and March 31, 2013 was $0 and $299r86pectively. The intrins
value of options exercisable at December 31, 20t3\arch 31, 2012 was $0 and $176,109, respectively

The Company estimates the fair value of optionstgdhon the grant date utilizing the Black-Schdgdion model. For the three
and nine months ended December 31, 2013, the Cogmpaagnized $59,741 and $193,150 as compensatense for options issued. For
the three and nine months ended December 31, #d Zompany recognized $457,230 and $1,724,97@c#gply, as compensation
expense for options issued. The Company recomlated deferred tax asset of $0 for all periods.

At December 31, 2013, unrecognized compensationretzed to non-vested awards was $1,129,043s ddst is expected to be
recognized over a weighted average period of 2absye

NOTE 7— RELATED PARTY TRANSACTIONS

The Company incurred expenses of $0 and $19,658fdessional and consulting services provided Hgs Monahan, LLP, a
firm in which our board member Edward S. Adams, fomther board member Michael R. Monahan, were pastrfor the three and nine
months ended December 31, 2013. For the thre@iardnonths ended December 31, 2012, the Companyred expenses for professional
and consulting provided by Adams Monahan LLP of 830 and $86,433, respectively. The Company andmsddonahan, LLP amicably
terminated their professional relationship on J8@e2013.

On June 5, 2012, the Company acquired substantithlbf the assets of ADGC, consisting primarilyia-grown diamond
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gemstone-related know-how, inventory, and variotslliectual property, in exchange for $100,000dattand the opportunity for certain
current and former stockholders of ADGC that amredited investors to acquire up to approximatefgillion shares of common stock of the
Company for $0.01 per share. These rights wengedsht $770,000 based on an external appraisal Adims and Mr. Monahan served in
various capacities with ADGC through early 2011.

On March 6, 2013, the Board of Directors retainad Michael Monahan, who at the time was a membénh®Company’s Board,
and Mr. Theo Strous, a current director, to prowidesulting services for the Company at a total 06$11,000 and $4,000 respectively, per
month. These consulting service agreements with lkiessrs. Monahan and Strous were terminatedteféedune 30, 2013. The Company
recognized $45,000 in consulting expense for teeséces during the nine months ended Decembe2®B.

On May 14, 2013 the Board of Directors createdexisph committee consisting of Mr. Theo Strous taleate a report to the Board
of Directors by former counsel to the Company agdain actions of a former member of the Board wé&ors and former Company
officers. The report was completed at the end n€R013. The Board of Directors approved the paymE$25,000 to Mr. Strous as
compensation for his service on the special conamitt

On March 25, 2013, the Board of Directors agreeiddemnify Messrs. Adams and Monahan for expensagied and common
stock they provided to settle litigation in May 2010n May 21, 2013, the Company deemed issued,&®®,000 shares previously allocated
for indemnification of Messrs. Adams and Monahad an July 2, 2013, the Company entered into anesgeat with Mr. Adams to pay out
remaining indemnification related liabilities of %2,306 at $7,500 per month through October 2014.

NOTE 8— INVESTMENT IN JOINT VENTURE

Under the Grace Rich Agreements, the Company ha@eddo license its proprietary technology for tienufacture of diamond
gemstones of agreed upon specifications. In exgghéor the license, the Company will receive lidegsevenue and a 30% ownership
position in the joint venture. In addition to tiwensed technology, the Grace Rich Agreementsidecbbligations for the Company to
provide and be compensated for technology congudtanvices to the joint venture to support thetatarof operations. The capital
contributions for Grace Rich LTD are requiremeritSAAMABA, and the Company is not required to makeg/ on-going funding
contributions to the joint venture and its ownepsstiake cannot be reduced from 30%.

The Company is licensing a portion of its paterigshnology to Grace Rich LTD and is not directiypttuting any of its
intellectual property. The Company intends to tigerelief from royalty method to value the licemsatributed to the joint venture. The
Company expects the value to be immaterial. Thag2my will finalize its accounting for the jointmeire by March 31, 2014.

The Company recognized $250,000 in revenues froaté&Rich during the three and nine months endeémieer 31, 2013. The
Company incurred $63,334 of joint venture relategemses during the three months ended Decemb@033,that were reimbursed by the
Grace Rich. The reimbursements were offset agties€ompany’s related operating expense.

NOTE 9— LITIGATION

On July 26, 2013, Bernard M. McPheely, TrustedtierBernard M. McPheely Revocable Trust Dated M&ay2P12, Thomas P.
Hartness, Trustee for the Thomas P. Hartness Rbl@gaust Dated July 31, 2010, Brian McPheely antért Daisley (collectively,
“Plaintiffs”), derivatively and on behalf of the @pany, filed a complaint in the Court of CommonaBlef the State of South Carolina,
County of Greenville against Edward S. Adams (obai@nan), Michael R. Monahan (a former member ef@ompany’s Board of
Directors), Robert Linares (a current member ofBbard), Theodorus Strous (a current member oBtiead) and the law firm of Adams
Monahan, LLP (collectively, “Defendants”), and tiempany, as a nominal defendant (the “Scio Dexea@omplaint”). Bernard M.
McPheely is a former member of the Company’s Badiidirectors.

The Scio Derivative Complaint alleges (i) againsféndants, breach of fiduciary duty, corporate @astd unjust enrichment;
(ii) against Messrs. Strous and Linares and Adaraed¥fian LLP, aiding and abetting a breach of fidyaikty; (iii) against Messrs. Adams
and Monahan, civil conspiracy; (iv) against Mesgigams, Monahan and Linares, breach of fiduciaty d4 controlling shareholder; and
(v) against Mr. Strous and Adams Monahan LLP, @idind abetting a breach of controlling sharehalidgéy. The allegations relate to,
among other things, certain actions allegedly tdkedefendants in connection with: the acquisitigrthe Company of certain assets of ADI
(the “ADI Asset Purchase”); the ADGC Asset Purchdiseussed in Note 2 above; the Company’s agreetongmbvide certain current and
former stockholders of ADI and ADGC the opporturtilyacquire up to approximately 16 million and 1liom shares, respectively, of
common stock of the Company for $0.01 per sharke@ovely, the “ADI/ADGC Offering”); the provisiorf legal services by Adams
Monahan LLP to the Company; certain equity issuafigethe Company following the ADI/ADGC Offeringertain bonuses and other
payments paid to members of the Board of Directamsl;, certain indemnification obligations undertakgrthe Company in favor of
Messrs. Adams and Monahan.
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Plaintiffs are seeking direct and consequentialatgs sustained by the Company in an amount tothklisbed through proof at
trial, plus pre-judgment and post-judgment interappropriate equitable relief to remedy the altkgeeaches of fiduciary duties; reasonable
attorney’s fees and costs for the Company incurrgtosecuting the action; and other relief as degbiyy the court to be just and proper.

Defendants removed the Scio Derivative Complairih&oU.S. District Court for the District of Souttarolina, Greenville Division
(the “Federal Court”) and filed a motion to dismike complaint on October 4, 2013. On DecembeR@63, the Federal Court granted the
Defendants’ motion to dismiss, in part, and ordehed the remainder of the claim be sent to artiitna

On October 15, 2013, plaintiff Mark P. SennottTasstee of the Sennott Family Charitable Trustg(iSott”) filed a complaint
derivatively, on behalf of ADI, in the Federal Cguagainst Edward S. Adams (our Chairman), MiclRaeélonahan (a former member of the
Company’s Board of Directors), the law firm of Adsulonahan, LLP, Loblolly, Inc., which was formeKgown as Scio Diamond
Technology Corporation, and the Company (colletfiviSennott Defendants”). This derivative complaon ADI’s behalf (the “ADI
Derivative Complaint”) alleges claims for breacHfidiiciary duty, constructive fraud and unjust ehment. The allegations in the ADI
Derivative Complaint are duplicative of the Sciorative Complaint allegations concerning ADI, whiwere dismissed by the Federal
Court’'s December 16, 2013 order in the Scio Deirrea€omplaint and repeat almost verbatim the atiega from earlier lawsuits filed and
dismissed in 2012 against the Defendants, whicte \wegviously disclosed in the Company’s Form 1®€xiie nine months ended
December 31, 2012 and Form 10-K for fiscal yearedndarch 31, 2013. Sennott is seeking direct amdequential damages sustained by
Sennott in an amount to be established throughf gtatoial, plus pre-judgment and post-judgmengiast; appropriate equitable relief to
remedy the allegedly wrongful acts; reasonablerigs fees and costs incurred in prosecuting thie® and other relief as deemed by the
court to be just and proper. The Sennott Defersdaglieve the ADI Derivative Complaint has no mant are vigorously defending it.

NOTE 10: SUBSEQUENT EVENT
NONE
END NOTESTO FINANCIALS
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

Information included in this Quarterly Report Fot®-Q contains forward-looking statements that oefibe views of the
management of the Company with respect to certdurd events. Forward-looking statements made bhpystock issuers such as the
Company are excluded from the safe harbor in Se@id= of the Securities Exchange Act of 1934. \¥auach as “expects,” “should,”
“may,” “will,” “believes,” “anticipates,” “intends), “plans,” “seeks,” “estimates” and similar exprass or variations of such words, and
negatives thereof, are intended to identify forwlaimking statements, but are not the exclusive medidentifying forward-looking
statements in this report. These forward-lookitagesnents are based on assumptions that may bednt@nd there can be no assurance tha
matters anticipated in our forward-looking statetaemill come to pass.

Forward-looking statements are subject to ceraksrand uncertainties which could cause actualte® differ materially from
those anticipated. Such risk and uncertaintielsidle; but are not limited to: (1) if the Company@ able to obtain further debt or equity
financing, its business operations may fail, (2 @ompany has only started generating revenue asddt generated positive operating cash
flow, and as a result, faces a high risk of busirfadure, (3) the Company’s lack of diversificatimcreases the risks associated with its
business and an investment in the Company, an@dhgany’s financial condition may deteriorate rapitlit fails to succeed in developing
its business, (4) the Company may not effectivelyceate its business plan or manage its potentiatélbusiness development, (5) the
Company’s business could be impaired if it failetmply with applicable regulations, (6) the Comphaas experienced substantial turnover
of key management personnel and may not be alalgraxt and retain key management personnel to geati@ Company or laboratory
scientists to carry out its business operationschivbould have a material adverse effect on itsnmss, (7) the Company has expended time
and resources in connection with the restatemeits éhancial statements and other disclosuresth@d€Company may expend a substantial
amount of time and resources in connection witpaading to potential inquiries or legal actionstbg Securities and Exchange Commiss
stockholders or other parties, which may impaiahgity to raise capital and to operate its busi€8) the Company’s revenues have derived
primarily from two customers and may continue tacbacentrated in the future, (9) the Company leeniparty to numerous law suits filed
and the cost to defend these suits may adverselgtdie Company’s financial position, and (10)tsother risks and uncertainties as have
been disclosed or are hereafter disclosed from tintiene in the Company’s filings with the Secwe#tiand Exchange Commission (“SEC”),
including, without limitations, the risks describedder Risk Factors set forth in Part |, ltem 1At Company’s Form 10-K for the fiscal
year ended March 31, 201

You are cautioned not to place undue reliance ondallooking statements. You are also urged to reviedv@nsider carefully tr
various disclosures made in the Company’s othieighl with the SEC, including any amendments togHdimgs. Except as may be required
by applicable laws, the Company undertakes no atitig to update publicly any forward-looking statmts for any reason, even if new
information becomes available or other events ogtthre future.

GENERAL
Corporate History

We were incorporated on September 17, 2009 in thie $f Nevada under the name Krossbow Holdingp&@ation (“Krossbow”).
Krosshow's original business plan was focused dsetting carbon dioxide emissions through the @weaind protection of forest-based
carbon “sinks.” Krosshow planned to assess carbsource potentials, prescribe and implement ecarsysgstorations to develop those
resources, and thereby generate carbon offset gimddowever, we have since abandoned that origimsihess plan and restructured our
business to focus on man-made diamond technologgia@ment. We decided to acquire existing technpkmy to seek to efficiently and
effectively produce man-made diamond. In conneatigh this change in business purpose, Krosshowge its name to Scio Diamond
Technology Corporation to reflect its new busingissction.

On August 5, 2011, Edward S. Adams and Michael Bn&han acquired control of the Company througiptivehase of 2,000,000
shares of the Company’s issued and outstanding constock from Jason Kropp, Krossbow’s sole direatdt executive officer at that time,
in accordance with a common stock purchase agreeangang Mr. Kropp, Mr. Adams and Mr. Monahan. Canent with the execution of
the stock purchase agreement, Mr. Kropp resigrad &ll positions with Krossbow, including, but tiatited to, that of President, Chief
Executive Officer, Chief Financial Officer, TreasurSecretary and Director. Mr. Adams currentiywss on the Company’s Board of
Directors and Mr. Monahan also served on the Baatd his resignation on June 30, 2013.

On August 5, 2011, the Company executed an AssehRse Agreement (the “Scio Asset Purchase Agregwith another
privately-held Nevada corporation that also hadnttme “Scio Diamond Technology Corporation” (“Ptv&cio”). Under

17




Table of Contents

the terms of the Scio Asset Purchase AgreementCdmepany purchased the name “Scio Diamond Techypdlagporation” and acquired
other rights from Private Scio for 13,000,000 neigsued shares of common stock of the Company. flgleddams and Monahan were
directors of Private Scio, and Joseph D. Lanciafauner President and Chief Executive Officer, \masofficer of Private Scio, and
Messrs. Adams, Monahan and Lancia owned 31.5%%3arkd 15.4%, respectively, of Private Scio. Mes&dams and Monahan each
acquired, directly or indirectly, 4,100,000 shasésur common stock pursuant to the Scio Assethase Agreement, and Mr. Lancia
acquired 2,000,000 shares pursuant to the Scia Rssehase Agreement.

On August 31, 2011, the Company acquired certaata®f Apollo Diamond, Inc. (“ADI”) (the “ADI Asgd?urchase”), consisting
primarily of diamond growing machines and inteliedtproperty related thereto, for which the Comppaig ADI an aggregate of $2,000,000
in a combination of cash and a promissory noteb with a September 1, 2012 maturity date. Thi@npissory note had an outstanding
balance of $125,000 at March 31, 2012 and wasipdidl as of March 31, 2013. In connection wittetADI Asset Purchase, the Company
also agreed to provide certain current and forrramkéiolders of ADI qualifying as accredited investthe opportunity to acquire up to
approximately 16 million shares of common stockhef Company for $0.01 per share (the “ADI Offerindgoth Mr. Adams, in an executive
role, and Mr. Monahan previously served in varioapacities with ADI through early 2011.

On June 5, 2012, the Company acquired substantitilbf the assets of Apollo Diamond Gemstone Crafon (“ADGC”) (the
“ADGC Asset Purchase”), consisting primarily of igltown diamond gemstone-related know-how, inventangd various intellectual
property, in exchange for $100,000 in cash anagportunity for certain current and former stocktesk of ADGC qualifying as accredited
investors to acquire up to approximately 1 millgirares of common stock of the Company for $0.0kpare (the “ADGC Offering”) with
the intent that ADI Offering be conducted substhticoncurrently with the ADGC Offering (collectly, the “ADI/ADGC Offering”).
Mr. Adams and Mr. Monahan served in various capeivith ADGC through early 2011.

The ADI/ADGC Offering was completed in March 20T&laesulted in the issuance of an aggregate ob66/73 shares of the
Company’s common stock.

Business Overview

The Company’s primary mission is the developmergrofitable and sustainable commercial productibitsodiamond materials,
which are suitable for known, emerging and anti@gandustrial, technology and consumer applicatidie Company intends to pursue
progressive development of its core diamond mdsatéahnologies and related intellectual propdrat the Company hopes will evolve into
product opportunities across various applicatid¥s.believe these opportunities may be monetizedgh@ combination of end product sa
joint ventures and licensing arrangements withdtparties, and through continued development eflexttual property. Anticipate
application opportunities for the Company’s diamomaterials include the following: precision cuttidgvices, diamond gemstone jewelry,
power switches, semiconductor processors, optaeldcs, geosciences, water purification, and MRI ather medical science technology.

Nearly all of the Company’s present production cégas being sold for use in precision cutting aeg and gemstones. As of
December 31, 2013 we had generated $1,720,878 nevenue since inception from sales of our diammiaderials and licensing of our
technology. To date, a significant portion of punduct has been sold overseas and 100% of thiesehssve been to external customers. We
expect continued development of an internationaketdor our diamond materials.

Sgnificant Partner Agreements

On September 16, 2013, the Company entered irddesf agreements with SAAMABA, LLC and S21 Resbaoldings (the
“Grace Rich Agreements”) to form a joint venturehwoperations in the People’s Republic of Chinddploy 100 Scio designed diamond
growing machines. The agreements allow for thergwn of the joint venture to 400 machines. UriderGrace Rich Agreements, the
Company has agreed to license its proprietary @oly for the manufacture of diamond gemstonesyoéed upon specifications. In
exchange for the license, the Company will recéibansing and development revenue and a 30% owipepsisition in the joint venture. In
addition to the licensed technology, the Grace Rigleements include obligations for the Compangrtwvide and be compensated for
technology consulting services to the joint ventarsupport the start-up of operations. The Compsunot required to make any on-going
funding contributions to the joint venture andatsnership stake cannot be reduced from 30%.
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RESULTS OF OPERATIONS
Three Month Period Ended December 31, 2013 Compared to the Three Month Period Ended December 31, 2012

During the three month period ended December 3132@e recorded net revenue of $343,915, compar§837,772 in net revenue
during the three months ended December 31, 20h2. d€crease in revenue is primarily due to the Gmyg reduced product revenues
during the three months ended December 31, 201@&lhaoffset by licensing revenues. During theetlh month period ended December 31,
2013, we incurred total operating expenses of $3%!, compared to total operating expenses 0082724 during the three months ended
December 31, 2012. This decrease was due printarilyduced cost of goods sold, profession andutting fees, and salaries and benefits.

Cost of goods sold was $513,145 for the three nsoatlded December 31, 2013 versus $605,754 fohtbe thonths ended
December 31, 2012. This decrease was due to réguioduct sales during the three months ended Daee81, 2013 versus the three
months ended December 31, 2012. We incurred $304nlprofessional and consulting fees during lreé months ended December 31,
2013, compared to $471,088 for the three montheecie:cember 31, 2012. This reduction was duewteridegal fees recognized during the
three months ended December 31, 2013 versus theye@r period. We incurred salary and benefieasgs including direct and indirect
labor costs recorded in cost of goods sold of $8224during the three months ended December 31, 204 %$976,837 during the three
months ended December 31, 2012. This reductitargely due to lower stock-based incentive comptmsdor executive officers of the
Company and lower headcount during the three mddétember 31, 2013 versus the three months endeehier 31, 2012.

Depreciation expense of $172,926 and $152,380 e@sded in cost of goods sold during the three hwahded December 31,
2013 and 2012, respectively.

We have continued to generate limited revenuefsebbur expenses, and so we have incurred netdog3ur net loss for three
month period ended December 31, 2013 was $865¢288pared to a net loss of $1,723,840 during theethmonths ended December 31,
2012. Our net loss per share for the three moatiogh ended December 31, 2013 was ($0.02) per stampared to a net loss per share of
($0.04) for the three months ended December 312.20he weighted average number of shares outstgmets 50,264,312 and 44,437,067,
respectively, for the three month periods endedebder 31, 2013 and 2012.

Nine Month Period Ended December 31, 2013 Compared to the Nine Month Period Ended December 31, 2012

During the nine month period ended December 3132@# recorded net revenue of $839,129, compar86828,873 in net revenue
during the nine months ended December 31, 2012 ifdrease in revenue is primarily due to the Caomgpaceiving $250,000 in licensing
fees during the nine months ended December 31, @@t 3vere not in the prior period. While revenunesof licensing fees were comparable
between the periods, commercial operations anchtmselargely started during the middle of the mromths ended December 31, 2012 w
commercial operations continued throughout the nioath period ending December 31, 2013. Duringnthe month period ended
December 31, 2013, we incurred total operating esee of $4,486,433, compared to total operatingresgs of $5,448,409 during the nine
months ended December 31, 2012. This reductitargely due to reduced professional and consufeeg and salaries and benefits offse
increased cost of goods sold and depreciation exgen

With production and sales of manufactured prodoetginuing for the entire nine month period enderember 31, 2013 versus
partial period included in the nine months endedddeber 31, 2012, we had cost of goods sold expafrsE, 740,932 versus $818,646 for the
nine months ended December 31, 2012. We incusledysand benefit expense including direct anddaosts recorded in cost of goods sold
of $1,083,738 during the nine months ended Dece®be2013 and $2,384,904 during the nine monthe@mkcember 31, 2012. This
reduction is due to lower stock-based incentive mamsation for executive officers of the Company eettliced headcount. We incurred
$1,097,031 in professional and consulting feesngpifie nine months ended December 31, 2013, coohpakl,220,301 for the nine months
ended December 31, 2012. This decrease is printuré to reduced legal expenses.

Depreciation expense of $518,204 and $307,147 e@sded in cost of goods sold during the nine moetided December 31, 2013
and 2012, respectively. This increase is duegédddmpanys startup of operations during the nine monthsrepBiecember 31, 2012 and
associated startup of depreciation of our manufagjlassets and intangibles versus depreciatioaresgpcontinuing for the entire nine month
period ending December 31, 2013.

Our net loss for the nine month period ended Deegr8l, 2013 was $3,750,006, compared to a nebfd$4,807,015 during the
nine months ended December 31, 2012. Our nepkasshare for the nine month period ended DeceBihe2013 was ($0.08) per share,
compared to a net loss per share of ($0.14) fonithe months ended December 31, 2012. The weightedhge number of shares outstan
was 49,303,267 and 35,123,493, respectively, ®nthe month periods ended December 31, 2013 ahal 20
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FINANCIAL CONDITION

At December 31, 2013, we had total assets of $844d@, compared to total assets of $15,256,450zatii31, 2013. We had cash
of $159,011 at December 31, 2013 compared to da$h23,257 at March 31, 2013. The decrease in isadhe to cash used in operations
the nine months ended December 31, 2013 more fifgattong cash provided by increases in our finagactivities.

Total liabilities at December 31, 2013 were $2,828, compared to total liabilities of $1,066,544/&trch 31, 2013. Total liabilitie
at December 31, 2013 were comprised primarily cbaaots payable and accrued expenses and notedgmydlhe increase in total liabilities
is primarily due to an increase in accounts payahttborrowings under our note payable. Accouaysble have increased due to accrued
legal fees related to ongoing litigation and ovdralreases in trade payables. Borrowings undenotes payable have been utilized to fund
the continuing operational needs of the business.

Total shareholders’ equity was $11,011,614 at Déegril, 2013, compared to $14,189,906 at Marcl2@13. Shareholdergquity
decreased $3,178,292 during the period due to menrating net loss offset by common stock issuedéovices.

CASH FLOWS
Operating Activities

We have not generated positive cash flows fromatpey activities. For the nine month period ended@&mnber 31, 2013, net cash
flows used in operating activities were $1,123,88Msisting primarily of a net loss of $3,750,00&et by depreciation and changes in assets
and liabilities, compared to net cash flows usedparating activities for the nine months endededauer 31, 2012 of $2,441,305. The
primary reason for this decrease in cash usedénabipg activities is the Comparsy¢tommencement of operations and revenue genegati
changes in working capital.

Investing Activities

For the nine month period ended December 31, 2@dt3;ash used in investing activities was $30,486sisting of the purchase of
property, plant and equipment. Net cash usedviesiting activities was $983,316 for the nine momthded December 31, 2012. This
reduction in cash used in investing activitiesus tb the ongoing operational status of our assetse nine months ended December 31, 2013
versus the start-up status of our operations duhiagiine months ended December 31, 2012.

Financing Activities

We have financed our operations primarily throughissuance of equity and debt securities. Fonithe month periods ended
December 31, 2013 and December 31, 2012, we gede$&t090,129 and $3,819,118, respectively, fromnfting activities.

LIQUIDITY AND CAPITAL RESOURCES

We expect that working capital requirements wilhttoue to be funded through a combination of oustéxg funds, further issuanc
of securities, and future credit facilities or corgte borrowings. Our working capital requiremeares expected to increase in line with the
growth of our business. Effective June 21, 2018 ewtered into a $1,000,000 secured credit faailitih Platinum Capital Partners, LP
(“Platinum”) to provide near-term liquidity for wking capital requirements. This credit facility sviacreased by an additional $500,000 of
borrowing capacity on October 11, 2013 as descrivétbte 5.

Existing cash of $159,011 as of December 31, 2813t expected to be adequate to fund our opeatimrough the end of the fis
year ending March 31, 2014. As of December 31326iher than our agreement with Platinum, we tatines of credit or other bar
financing arrangements. We are pursuing on-goatigitations of investments in the Company in tbeni of private placements of common
shares, secured debt and unsecured debt to aecradiestors to provide addition liquidity and wimidk capital requirements.

Additional issuances of equity or convertible detturities will result in dilution to our currertbskholders. Such securities might
have rights, preferences or privileges senior tocommon stock. Additional financing may not beitalde upon acceptable terms, or at al
adequate funds are not available or are not avaitaibcommercial acceptable terms, if at all, we mat be able to take advantage of
prospective new business endeavors or opportuniti@ish could significantly and materially restratr business operations.

MATERIAL COMMITMENTS AND ARRANGEMENTS

On June 21, 2013, the Company entered into a Igeement with Platinum providing for a $1 millioecsired revolving line of
credit that the Company may draw on to fund worldagital and other corporate purposes. The Combpasywitilized these funds to fund our
ongoing operations. Borrowings under the loan eigent accrue interest at the rate of 18% per anpayable
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monthly on or before the last calendar day of @aohth, and a service charge of 3% applies to layenents. The loan agreement also
provides for payment of an accommodation fee afoup0% of the commitment amount as provided inldla@ agreement, and payment of a
monthly collateral monitoring fee of $2,000 per rttofor the first six months and $1,000 per monthtfi@ last six months of the term of the
loan agreement. The credit facility matures oreJ2®, 2014. The loan agreement contains a nunilseswictions on our business, including
restrictions on our ability to merge, sell assetsate or incur liens on assets, make distributiormir shareholders and sell, purchase or lease
real or personal property or other assets or eqepmThe loan agreement also contains affirmatoxeenants and events of default. The
Company may prepay borrowings without premium orglty upon notice to Platinum as provided in thenlagreement. Under a security
agreement entered into in connection with the lgmreement, we granted Platinum a first priorityusiég interest in the Companyinventory
equipment, accounts and other rights to paymemtsraangibles as security for the loan. This dréatility was increased by an additional
$500,000 of borrowing capacity on October 11, 283 8lescribed in Note 4: Notes Payable. As of Deeer®1, 2013, the total due under
these facilities, including accrued fees, was $4,,806.

On June 30, 2013, the Consulting Agreements, ddtedh 6, 2013 (the “Consulting Agreements”), betwée Company and
Michael R. Monahan and Theo Strous were terminatiegttive June 30, 2013. Pursuant to the Conguhigreements, Messrs. Monahan and
Strous had been providing certain management amslitting services, as well as other services,écdbmpany. The Company did not incur
any early termination penalties in connection tfith termination of the Consulting Agreements.

On September 16, 2013, the Company entered intGthee Rich Agreements with SAAMABA, LLC and S21sRarch Holdings to
form a joint venture with operations in the PeoplRepublic of China to deploy 100 Scio designedidiad growing machines. The
agreements allow for the expansion of the jointtanento 400 machines. Under the Grace Rich Agre¢esnéhe Company has agreed to
license its proprietary technology for the manufeetof diamond gemstones of agreed upon specditsiti In exchange for the license, the
Company will receive licensing and development neseand a minority ownership position in the jaiabture. In addition to the licensed
technology, the Grace Rich Agreements include akiigs for the Company to provide and be compeddatetechnology consulting
services to the joint venture to support the siprof operations.

OFF-BALANCE SHEET ARRANGEMENTS

As of the date of this Quarterly Report, we dommie any offealance sheet arrangements that have or are rddgdikaly to have ¢
current or future effect on our financial conditi@manges in financial condition, revenues or espenresults of operations, liquidity, capital
expenditures or capital resources that are materiavestors.

CRITICAL ACCOUNTING POLICIES

We have adopted various accounting policies thaegothe application of accounting principles gatigraccepted in the United
States (“GAAP”). We describe our significant acctog policies in the notes to our audited finansi@tements filed with our Form 10-K for
the fiscal year ended March 31, 2013.

Some of the accounting policies involve significaritigments and assumptions by us that have a rakitepact on the carrying
value of our assets and liabilities. We consides¢haccounting policies to be critical accountialicies. The judgment and assumptions we
use are based on historical experience and oth&réthat we believe to be reasonable under tharostances. Because of the nature of the
judgments and assumptions we make, actual resultd differ from these judgments and estimatesa@ndd materially affect the carryir
values of our assets and liabilities and our resafloperations.

The following is a summary of the more judgmentireates and complex accounting principles, whégr@sent our critical accounting
policies.

Asset Purchases

On June 5, 2012, we completed the ADGC Asset Paechad we paid the $100,000 cash portion of thehase price during the
month of December 2012. We obtained a third-paatyation to support the fair value of the assetpiaed. This valuation determined a
value of $770,000 for the subscription rights. Bneounts allocated to the ADGC assets acquiretased upon the results of that valuation
appraisal and the following table reflects our fiparchase price allocation of the assets:
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Inventory $ 269,00(
In-process research and development 601,00(
Total $ 870,00(

The ADGC Offering was completed in March 2013 asslifted in the issuance of an aggregate of 98&B&ks of our common
stock.

We believe that the acquisition of these asseta #@GC was not the acquisitions of a “business’hintthe definition set forth in
GAAP or Rule 11-01(d).

Property, Plant and Equipment

Depreciation of property, plant and equipment isa@traight line basis beginning at the time fileced in service, based on the
following estimated useful lives:

Years
Machinery and equipment 3—15
Furniture and fixture 3—10
Engineering equipmel 5—12

Leasehold improvements are depreciated at therlef#ige remaining term of the lease or the liféhaf asset (generally three to
seven years).

Expenditures for major renewals and bettermentsetkignd the useful lives of property and equipnagatcapitalized. Expenditures
for maintenance and repairs are charged to ex@enseurred.

Intangible Assets

Intangible assets, such as acquired in-procesandsand development (“IPRD”) costs, are considéwdthve an indefinite useful
life until such time as they are put into serviaewhich time they will be amortized on a straitjhe basis over the shorter of their economic
or legal useful life. Management'’s estimate of ukkfie of any patents when placed in service @iical judgment. Management evaluates
indefinite life intangible assets for impairmentamannual basis and on an interim basis if evantdianges in circumstances between annua
impairment tests indicate that the asset mightipmired. The ongoing evaluation for impairmenttsfindefinite life intangible assets requ
significant management estimates and judgment. lEmant reviews definite life intangible assetsifigpairment whenever events or
changes in circumstances indicate that the cargingunt of an asset may not be recoverable. There mo impairment charges as of
December 31, 2013.

During the nine months ended December 31, 2013agwment of the Company conducted a strategic reviéts intellectual
property portfolio and determined that a portioritaf portfolio should be considered for placemargdrvice due to the Company’s recent
entrance into the gemstone marketplace. As atréstangible assets in the amount of $601,000iptesly classified as IPRD were assigned
to specific patents and considered placed in serdibhese patents are being amortized over a pexiging from 16.33 to 19.46 years
corresponding to their remaining life.

The Company continues to classify the remainingmgtortfolio as IPRD and believes that the IPRB dlgernative future use and
value. At such time that production begins and cenunalization of this portion of the intellectuaioperty portfolio begins, then the
segmentation and bifurcation of the remaining IP&Bet to finite-lived commercialized intellectuadjperty assets will be considered.
Applicable accounting guidance requires an ind&filife for IPRD assets until such time as the caruialization can be reasonably
estimated, at which time the assets will be avilédr their intended use. At such time as thosgirements are met, we believe that
consideration of the legal life of the intellectpabperty protection should be of considerable irtgpae in determining the useful life. Upon
commercialization and determination of the usdfaldf the intellectual property assets, considerawill be given to the eventual expiration
of the intellectual property rights underlying @ént critical aspects of our manufacturing process.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not required (the Company is a smaller reportingngany).
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ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Disclosure controls and procedures refer to comtmald other procedures designed to ensure thatiafmn required to be disclosed
by the Company in the reports that it files or sitbmander the Exchange Act is recorded, processedmarized and reported within the time
periods specified in the SEC rules and forms, aatlsuch information is accumulated and communictiiehe Company’s management,
including its Chief Executive Officer and Chief Bimcial Officer, as appropriate, to allow timely &émns regarding required disclosure. As
December 31, 2013, we carried out an evaluatiodeuthe supervision and with the participation of management, including our Chief
Executive Officer and Chief Financial Officer, tieteffectiveness of the design and operation ofl@malosure controls and procedures as
defined in Exchange Act Rule 13a-15. We appliedjodgment in the process of reviewing these costaold procedures, which, by their
nature, can provide only reasonable assurancediagasur control objectives. Based upon that ev@naour Chief Executive Officer and
Chief Financial Officer have concluded that ourctfisure controls and procedures were not effeeisvef December 31, 2013.

Remediation of Material Weaknessesin Internal Controls over Financial Reporting

In connection with the evaluation described abawt arior evaluations, the current management teimtified material weaknesses in our
internal control over financial reporting as of Betber 31, 2013, in the following areas:

. Lack of a functioning audit committee due to a latlka majority of independent members and a lack wfajority of
outside directors on our board of directors, résglin ineffective oversight in the establishmend dunctioning of required
internal controls and procedures; and

. While the Company utilizes outside accounting resesito assist with its financial reporting, duetw small size there is
limited segregation of duties in certain areaswffmancial reporting and other accounting proessand procedures.

A material weakness (within the meaning of PCAORBRIting Standard No. 5) is a deficiency, or a comalion of deficiencies, in
internal control over financial reporting, suchtttigere is a reasonable possibility that a matemniaktatement of our annual or interim
financial statements will not be prevented or defdon a timely basis. A significant deficiencyisleficiency, or a combination of
deficiencies, in internal control over financiapogting that is less severe than a material weakryes important enough to merit attention by
those responsible for oversight of our financigloing.

During the period covered by this quarterly remort~orm 10-Q, we have not been able to remediatentiterial weaknesses
identified above. The effectiveness of efforts @@mpany has made to remediate the identified aatgeaknesses have been limited by
turnover of the Chief Executive Officer and Chiéfidncial Officer positions. We have taken stepsrtbance and improve the design of our
internal control over financial reporting, and warpto take additional steps during our fiscal yemaing March 31, 2014, including the
implementation of the following changes:

. Adding one or more independent directors and astabfy an audit committee; and
. Implementation of documented control structure eahated procedures.

Changesin Internal Controls

Other than described above in connection with aigroing remediation efforts, there were no changesir internal control over
financial reporting (as defined in Rule 13a-15¢fijar the Exchange Act) that occurred during ourtgu@&nded December 31, 2013, that
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

On July 26, 2013, Bernard M. McPheely, TrustedtierBernard M. McPheely Revocable Trust Dated M&ay2P12, Thomas P.
Hartness, Trustee for the Thomas P. Hartness Rbleotaust Dated July 31, 2010, Brian McPheely antdrt Daisley (collectively,
“Plaintiffs”), derivatively and on behalf of the @pany, filed a complaint in the Court of CommonaRlef the State of South Carolina,
County of Greenville against Edward S. Adams (coai@nan), Michael R. Monahan (a former member ef@mpany’s Board of
Directors), Robert Linares (a current member ofBbard), Theodorus Strous (a current member oBtiead) and the law firm of Adams
Monahan, LLP (collectively, “Defendants”), and t@empany, as a nominal defendant (the “Scio Derreaiomplaint”). Bernard M.
McPheely is a former member of the Company’s Badiidirectors.

The Scio Derivative Complaint alleges (i) againsféndants, breach of fiduciary duty, corporate @astd unjust enrichment;
(ii) against Messrs. Strous and Linares and Adaraed¥fian LLP, aiding and abetting a breach of fidyaikty; (iii) against Messrs. Adams
and Monahan, civil conspiracy; (iv) against Messidams, Monahan and Linares, breach of fiduciaty é4 controlling shareholder; and
(v) against Mr. Strous and Adams Monahan LLP, @dind abetting a breach of controlling sharehalidgy. The allegations relate to,
among other things, certain actions allegedly tdkedefendants in connection with: the acquisitigrthe Company of certain assets of ADI
(the “ADI Asset Purchase”); the ADGC Asset Purchdiseussed in Note 2 above; the Company’s agreetagmbvide certain current and
former stockholders of ADI and ADGC the opporturtiyacquire up to approximately 16 million and 1liom shares, respectively, of
common stock of the Company for $0.01 per sharkeorely, the “ADI/ADGC Offering”); the provisiorof legal services by Adams
Monahan LLP to the Company; certain equity issuafigethe Company following the ADI/ADGC Offeringertain bonuses and other
payments paid to members of the Board of Directams|, certain indemnification obligations undertakgrthe Company in favor of
Messrs. Adams and Monahan.

Plaintiffs are seeking direct and consequentialatges sustained by the Company in an amount tothklisbed through proof at
trial, plus pre-judgment and post-judgment interappropriate equitable relief to remedy the altbgeeaches of fiduciary duties; reasonable
attorney’s fees and costs for the Company incurrgatosecuting the action; and other relief as degbiyy the court to be just and proper.

Defendants removed the Scio Derivative Complairih&oU.S. District Court for the District of Souttarolina, Greenville Division
(the “Federal Court”) and filed a motion to dismike complaint on October 4, 2013. On DecembeR@63, the Federal Court granted the
Defendants’ motion to dismiss, in part, and ordehed the remainder of the claim be sent to artiitna

On October 15, 2013, plaintiff Mark P. SennottTasstee of the Sennott Family Charitable Trustg(iSott”) filed a complaint
derivatively, on behalf of ADI, in the Federal Cguagainst Edward S. Adams (our Chairman), MiclRaeéWlonahan (a former member of the
Company’s Board of Directors), the law firm of Adsulonahan, LLP, Loblolly, Inc., which was formeKgown as Scio Diamond
Technology Corporation, and the Company (colletfiviSennott Defendants”). This derivative complaon ADI’s behalf (the “ADI
Derivative Complaint”) alleges claims for breacHfidiiciary duty, constructive fraud and unjust ehment. The allegations in the ADI
Derivative Complaint are duplicative of the Sciorative Complaint allegations concerning ADI, whiwere dismissed by the Federal
Court’'s December 16, 2013 order in the Scio Deirrea€omplaint and repeat almost verbatim the atiega from earlier lawsuits filed and
dismissed in 2012 against the Defendants, whicte \wegviously disclosed in the Company’s Form 1®€xie nine months ended
December 31, 2012 and Form 10-K for fiscal yearedndarch 31, 2013. Sennott is seeking direct amdequential damages sustained by
Sennott in an amount to be established throughf gtatoial, plus pre-judgment and post-judgmeneiast; appropriate equitable relief to
remedy the allegedly wrongful acts; reasonablerigs fees and costs incurred in prosecuting thie and other relief as deemed by the
court to be just and proper. The Sennott Defersdaglieve the ADI Derivative Complaint has no mant are vigorously defending it. On
January 6, 2014, Sennott Defendants filed a matiatismiss the ADI Derivative Complaint, which isreently pending.

ITEM 1A. RISK FACTORS
Not required (the Company is a smaller reportingngany).
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Unless otherwise indicated, the issuances were imagéiance on an exemption from registration urgection 4(2) of the Securiti
Act of 1933, as amended (the “Securities Act”\wasreasonably believed that the recipients weraistipated, that no general solicitations
were involved and these transactions did not otlserimvolve a public offering.

On November 1, 2013, the Board of Directors autteatithe issuance of 50,000 warrants to 3 SquareaGIbLC as partial compensation for
consulting services. These warrants are converiittb Company stock at $0.37 per share and héive gear life. Using the Black-Scholes
option pricing model, the Company valued these aras at $13,985.

ITEM 3. DEFAULTS UPON SENIOR SECURITES
None.
ITEM 4. MINE SAFETY DISCLOSURES

Not applicable
ITEM 5. OTHER INFORMATION
None.
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ITEM 6.

EXHIBITS

The following exhibits are filed as part of thisgoet:

4.1

4.2

31.01

31.02

32.01

101

First Amendment to Loan Agreement dated Octobe2@13 between Scio Diamond Technology Corporatiah a
Platinum Capital Partners, LP. (incorporated bgmafice to Exhibit 4.1 to the Form 8-K filed witretBecurities and
Exchange Commission on October 18, 20

Promissory Note dated October 11, 2013 made by Sieimond Technology Corporation in favor of PlatimCapital
Partners, LP. (incorporated by reference to ExHilditto the Form 8-K filed with the Securities dxthange
Commission on October 18, 201

Rule 1314(a) Certification of the Chief Executive Office

Rule 1314(a) Certification of the Chief Financial Officel

Section 1350 Certifications of the Chief Execut®#icer and Chief Financial Officer.

The following materials from the Quarterly Repontleorm 10-Q of Scio Diamond Technology Corporafimmthe
quarter ended December 31, 2013, formatted in esiEnBusiness Reporting Language (XBRL): (i) Ba$heets;

(ii) Statements of Operations; (iii) StatementSbareholders’ Equity; (iv) Statements of Cash Flaad (v) Notes to
the Unaudited Financial Statemer

Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its
behalf by the undersigned thereunto duly authorized

SCIO DIAMOND TECHNOLOGY CORPORATION

Dated: February 14, 2014 /s Michael McMahon

By: Michael McMahor
Its: Chief Executive Office

Dated: February 14, 2014 /s/ Jonathan M. Pfohl

By: Jonathan M. Pfot
Its: Chief Financial Office
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Exhibit 31.01
CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER PU RSUANT TO RULE 13a-14
I, Michael McMahon, certify that:
1. | have reviewed this quarterly remor Form 10-Q of Scio Diamond Technology Corpanati

2. Based on my knowledge this repodsdnot contain any untrue statement of a mat@galor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this report, fairly present in all mate|
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifyindioér(s) and | are responsible for establishing araintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(@) Designed such disclosure controts@ocedures, or caused such disclosure contrdipartedures to be designed under
my supervision, to ensure that material informatielating to the registrant, including its consatied subsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

(b) Designed such internal control oveaficial reporting, or caused such internal cordgrar financial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thgsteants disclosure controls and procedures and presantbis report our conclusiol
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougyelis report based on such evaluation;
and

(d) Disclosed in this report any changéhie registrant’s internal control over finanaigborting that occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimeaport) that has materially affected, or is
reasonably likely to materially affect, the regsit’'s internal control over financial reporting;dan

5. The registrant’s other certifyindioér(s) and | have disclosed, based on our mastteevaluation of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and mi@aweaknesses in the design or operation of iatlezontrol over financial reporting
which are reasonably likely to adversely affectriagistrant’s ability to record, process, summaaizd report financial information; and

(b) Any fraud, whether or not materialat involves management or other employees who aaignificant role in the
registrant’s internal control over financial repogt

Date: February 14, 201
/s Michael McMahon
By: Michael McMahor
Its: Chief Executive Office




Exhibit 31.02
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUA NT TO RULE 13a-14
I, Jonathan M. Pfohl, certify that:
1. | have reviewed this quarterly remor Form 10-Q of Scio Diamond Technology Corpanati

2. Based on my knowledge this repodsdnot contain any untrue statement of a mat@galor omit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this report, fairly present in all mate|
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifyindioér(s) and | are responsible for establishing araintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogtias defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(@) Designed such disclosure controts@ocedures, or caused such disclosure contrdipartedures to be designed under
my supervision, to ensure that material informatielating to the registrant, including its consatied subsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

(b) Designed such internal control oveaficial reporting, or caused such internal cordgrar financial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thgsteants disclosure controls and procedures and presantbis report our conclusiol
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougyelis report based on such evaluation;
and

(d) Disclosed in this report any changéhie registrant’s internal control over finanaigborting that occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimeaport) that has materially affected, or is
reasonably likely to materially affect, the regsit’'s internal control over financial reporting;dan

5. The registrant’s other certifyindioér(s) and | have disclosed, based on our mastteevaluation of internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and mi@aweaknesses in the design or operation of iatlezontrol over financial reporting
which are reasonably likely to adversely affectriagistrant’s ability to record, process, summaaizd report financial information; and

(b) Any fraud, whether or not materialat involves management or other employees who aaignificant role in the
registrant’s internal control over financial repogt

Date: February 14, 2014 /s/ Jonathan M. Pfohl
By: Jonathan M. Pfot
Its: Chief Financial Office




Exhibit 32.01

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Scio B@nd Technology Corporation (the “Company”) on FA@aQ for the period ending
December 31, 2013 as filed with the SecuritieslExcthange Commission on the date hereof (the “R8@pesch of the undersigned hereby
certifies, pursuant to 18 U.S.C. § 1350, as adopteduant to 8 906 of the Sarbanes-Oxley Act o22@@at, to the best of his knowledge and
belief:

(1) The Report fully complies with thequérements of section 13(a) or 15(d) of the SeimsiExchange Act of 1934; and
(2) The information contained in the Reeairly presents, in all material respects, timaficial condition and result of operations of the

Company.

Dated: February 14, 2014 /s Michael McMahon

By: Michael McMahor
Its: Chief Executive Office

/s/ Jonathan M. Pfohl

By: Jonathan M. Pfot
Its: Chief Financial Office

A signed original of this written statement reqdit®y Section 906, or other document authenticategnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement, haen provided to the Company and will be
retained by the Company and furnished to the Séesiand Exchange Commission or its staff uponesgu




