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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 issuers asithe Company are excluc
from the safe harbor in Section 21E of the Se@asiExchange Act of 1934 (the “Exchange Act”). Wasdsh as “expects,” “should,” “may,”
“will,” “believes,” “anticipates,” “intends,” “plas,” “seeks,” “estimates” and similar expressionsariations of such words, and negatives
thereof, are intended to identify forward-lookirtgtements, but are not the exclusive means ofifglerg forward-looking statements in this
report. These forward-looking statements are basessumptions that may be incorrect, and therdearo 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 includéyout limitation, those described under Risk Fex&et forth in Part I, Item 1A of our
Form 10-K for the fiscal year ended March 31, 268l on June 29, 2015.

You are cautioned not to place undue reliance ondad-looking statements. You are also urged teevevand consider carefully the various
disclosures made in the Company’s other filingswlie Securities and Exchange Commission (“SE@¢Juding amendments to those
filings, if any. Except as may be required by aggidile 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




PART I - FINANCIAL INFORMATION

ITEM 1. UNAUDITED CONDENSED FINANCIAL STATEMENTS

ASSETS

Current Assets:
Cash and cash equivalel
Accounts receivabl
Deferred contract cos
Inventory
Prepaid expenst
Prepaid rent

Total current asse

Property, plant and equipme
Facility
Manufacturing equipmer
Other equipmer
Construction in progress
Total property, plant and equipme
Less accumulated depreciation
Net property, plant and equipme

Intangible assets, n
Prepaid rent, noncurre
Investment in joint venture — RCDC

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS * EQUITY

Current Liabilities:
Accounts payabl
Customer deposit
Deferred revenu
Accrued expenses

Total current liabilities

Notes Payabl
Other liabilities

TOTAL LIABILITIES

Common stock $0.001 par value, 75,000,000 shatés@zed; 57,522,124 and 56,531,499
shares issued and outstanding at June 30, 2018larth 31, 2015, respective

Additional paic-in capital
Accumulated deficit

Total shareholders’ equity

TOTAL LIABILITIES AND SHAREHOLDERS

SCIO DIAMOND TECHNOLOGY CORPORATION
CONDENSED BALANCE SHEETS
As of June 30, 2015 and March 31, 2015

June 30, March 31,
2015 2015
(Unaudited)

$ 176,79C $ 767,21«
249,05¢ 243,92¢

201,76¢ 179,96¢

294,22¢ 295,76(

52,32¢ 57,017

23,05( 23,05(

997,21« 1,566,93.

904,81 904,81

2,927,76: 2,927,76.

71,05¢ 71,05¢

465,98 207,25:
4,369,61 4,110,88!
(1,687,06) (1,543,65)
2,682,55; 2,567,23:
7,854,23: 8,047,94i

13,47¢ 19,23¢

46,38( 30,04

$ 11,593,85 $ 12,231,39
$ 900,02: $ 708,76(
35,801 38,60:

248,92! 215,37"

472,62¢ 517,94
1,657,38; 1,480,68!
2,500,00!I 2,500,00I
110,71: 118,09:
4,268,09: 4,098,77.

57,52 56,53:

26,884,25 26,815,00
(19,616,01) (18,738,91)
7,325,76! 8,132,62;

$ 11,593,85 $ 12,231,39

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






SCIO DIAMOND TECHNOLOGY CORPORATION
CONDENSED STATEMENTS OF OPERATIONS

For the Three Months Ended June 30, 2015 and 2014

Revenue
Product revenue, n
Licensing revenue

Revenue, ne

Cost of goods solc
Cost of goods sold

Gross margin (deficit)

General and administrative expense
Salaries and benefi
Professional and consulting fe
Rent, equipment lease and facilities expe
Marketing cost:
Corporate general and administrat
Depreciation and amortization

Total general and administrative expen
Loss from operations

Other expense
Income from joint ventur— RCDC
Interest expense

Net loss

Loss per share
Basic:

Weighted average number of shares outstanding

Loss per share
Fully diluted:

Weighted average number of shares outstanding

Loss per share

(Unaudited)

Three Months
Ended
June 30, 2015

Three Months
Ended
June 30, 2014

$ 172,17" $ 79,33¢
— 375,00(

172,17 454,33¢

415,36 374,42
(243,19)) 79,91¢
202,30: 396,86¢

51,94: 260,23t

39,01 34,14:

28,18: 10,68¢

85,547 124,15!

198,40 200,12

605,39 1,026,21!
(848,58 (946,30()

16,33¢ —

(44,849 (61,92)

$ (877,099 $ (1,008,22)
56,534,46 50,697,99

$ (0.0 $ (0.02)
56,534,46 50,697,99

$ (0.02) $ (0.02)

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




SCIO DIAMOND TECHNOLOGY CORPORATION
CONDENSED STATEMENTS OF CASH FLOW

For the Three Months Ended June 30, 2015 and 2014

(Unaudited)

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash irsegerating activities
Depreciation and amortizatic
Expense for stock issued in exchange for sen
Employee stock based compensa
Income from joint ventur— RCDC
Inventory writedown

Changes in assets and liabiliti
Decrease in accounts receivable and deferred re\
Decrease in other receivab
Decrease/(increase) in prepaid expenses, rentefaded contract co:
Decrease/(increase) in inventory and other a:
Increase in accounts payal
Decrease in customer depo:
Increase/(decrease) in accrued expe
Increase/(decrease) in other liabilities

Net cash used in operating activitie

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

Net cash used in investing activitie

Cash flows from financing activities:
Proceeds from note payal
Proceeds from exercise of stock options

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 period

Three Months
Ended
June 30, 2015

Three Months
Ended
June 30, 2014

$ (877,09) $ (1,008,22)
339,07 410,32
— 26,20
64,50: —
(16,339 —
— 68,72:
28,42 3,28¢
— 89,19:
8,501 (4,551)
(20,26%) (101,81
44.44; 365,32
(2,796) (29,83%)
(137,319 78,81¢
(7,381) 8,487
(576,241) (94,079
(19,916 (13,157)
(19,916 (13,157)
= 61,28
5,73¢ —
5,73¢ 61,28
(590,42 (45,947)
767,21 47,98
$ 176,790 $ 2,04¢

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

(continued)




SCIO DIAMOND TECHNOLOGY CORPORATION
CONDENSED STATEMENTS OF CASH FLOW
For the Three Months Ended June 30, 2015 and 201@iaudited)
(Continued)

Three Months
Ended
June 30, 2015

Three Months
Ended
June 30, 2014

Supplemental cash flow disclosures
Cash paid for

Interest $ 23,76¢ $ =

Income taxes $ —  $ —
Non-cash financing activities:

Payment of accrued expenses with stock $ — % 12,00(

Purchase of property, plant and equipment in adsquayable $ (146,810 $ —

Purchase of property, plant and equipment in accex@enses $ (92,000 $ =

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




SCIO DIAMOND TECHNOLOGY CORPORATION
CONDENSED STATEMENTS OF SHAREHOLDERS'’ EQUITY
For the period April 1, 2015 through June 30, 2015

(Unaudited)
Additional
Common Stock Paid in Accumulated
Shares Amount Capital Deficit Total
Balance, April 1, 2015 56,531,49 $ 56,53 $ 26,81500 $ (18,73891) $ 8,132,622
Common stock issued upon exercise of stor
options 5,62¢ 6 5,732 — 5,73¢
Common stock issued as incentive
compensatiol 985,00( 98t 63,51¢ — 64,50
Net loss for the quarter ended June 30, 201 — — — (877,09) (877,09)
Balance, June 30, 201 57,522,12. $ 57,52: $ 26,88425 $ (19,616,01) $ 7,325,76

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




NOTE 1— ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTINS 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®aeber 17, 2009. The Company’s focus is on manendgamond technology
development and commercialization.

Going Concern

The Company has generated little revenue to dateamnsequently its operations are subject to skkrinherent in the establishment
and commercial launch of a new business enterpksef March 31, 2015, our cash balance was $7@7a2t as of June 30, 2015 our cash
balance was reduced to $176,790. This reductiondwago our operating cash needs and purchasegiipineent. Our cash on hand at June
30, 2015 is not expected to be adequate to fundperations over the fiscal year ending March ®1,62and we had no additional lines of
credit or other bank financing arrangements othan tas described in Item 1, Note 3.

These factors raise substantial doubt about thep@aowis 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 sharedebt securities;
« Continue to explore strategic joint ventures amtht@logy licensing agreements to expand compargniey and cash flow; and
» Recently expanded and continue to optimize produogti existing manufacturing capabilities to in@egroduct revenues;

If successfully implemented, in the opinion of mgament, these actions will be sufficient to provide Company with the liquidity
it needs to meet its obligations and continue gsilag concern. There can be no assurance, howéatthe Company will successfully
implement these plans. The financial statementsadanclude any adjustments that might be necessttg Company is unable to continue
as a going concern.

Accounting Basi

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

In the opinion of management, the accompanying dited financial statements contain all adjustméctasisting only of normal
recurring accruals) necessary to present fairlyGbmpany’s financial position as of June 30, 20d& larch 31, 2015 and the results of
operations and cash flows for the three monthimtgeriods ended June 30, 2015 and 2014. Thenm@mounts have not been audited, and
the results of operations for the interim periodsein are not necessarily indicative of the resafltsperations to be expected for future
periods or the year. The balance sheet at MarcB@I15 has been derived from the audited finantééments at that date but does not
include all of the information and footnotes regdiby GAAP for complete financial statements. THesencial statements should be read in
conjunction with the Company’s audited financiatsments and notes thereto included in the Forid Admual Report of the Company for
the year ended March 31, 2015.




In accordance with Accounting Standards CodificaftASC") 323, Investments—Equity Method and Jditaentures, the Company
uses the equity method of accounting for investmantorporate joint ventures for which the Comphag the ability to exercise significant
influence but does not control and is not the prini@neficiary. Significant influence typically axs if the Company has a 20% to 50%
ownership interest in the venture unless predontiegidence to the contrary exists. Under this methioaccounting, the Company record:
proportionate share of the net earnings or loskeguity method investees and a corresponding &serer decrease to the investment
balances. Cash payments to equity method investedsas additional investments, loans and advamstexpenses incurred on behalf of
investees, as well as payments from equity metheekiees such as dividends, distributions and repais of loans and advances are
recorded as adjustments to investment balancesn\WikeCompany’s carrying value in an equity metimestee is reduced to zero, no
further losses are recorded in the Company’s fiigustatements unless the Company guaranteed tibhgeof the equity method investee or
has committed additional funding. When the equigthod investee subsequently reports income, timep@ny will not record its share of
such income until it equals the amount of its sludidlesses not previously recognized. The Commamjuates its equity method investments
for impairment whenever events or changes in cigtances indicate that the carrying amounts of suastments may not be recoverable.

Basic and Diluted Net Loss per Shi

Net loss per share is presented under two forrbatsc net loss per common share, which is compugady 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 shamstanding, 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 non-vested restricoett sihd common stock issuable upon the exercisptains and warrants would be anti-
dilutive.

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

June 30,
2015 2014
Common stock options and warra 4,063,25: 8,090,87!
Non-vested restricted stoc 985,00( —

Allowance for Doubtful Accoun

An allowance for uncollectible accounts receivablmaintained for estimated losses from custonfaikire to make payment on
accounts receivable due to the Company. Managedetetmines the estimate of the allowance for uactible accounts receivable by
considering a number of factors, including: (1xdvikal experience, (2) aging of accounts recewalnld (3) specific information obtained by
the Company on the financial condition and theentrcredit worthiness of its customers. The Comgeas/determined that an allowance
not necessary at June 30, 2015 or March 31, 2015.

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 costtuithe material, labor, and manufacturing overheatiaae determined by the “first-in, first-
out” (FIFO) method. The components of inventoriesas follows:

June 30, March 31,
2015 2015
Raw materials and suppli $ 60,83. $ 58,39(
Work in proces: 29,78¢ 31,37:
Finished goods 203,60t 205,99¢
$ 294,22t % 295,76(

During the three months ended June 2015, the Coytgpproducts were selling for prices higher thannitanufacturing costs,
however, during the three months ended June 3@, 204 experienced selling prices lower than codtama result we recorded a lower of
cost or market write down of $68,722 for inventprpduced during that period that was still on handune 30, 2014. The estimation of the
total write-down involves management judgments asglimptions including assumptions regarding futeting price forecasts, the
estimated costs to complete, disposal costs awdmaah profit margin.
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Property, Plant and Equipme

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 3tol5
Furniture and fixture 3t010
Engineering equipmel 5to0 12

Leasehold improvements which are included in facflked assets on the balance sheet are deprd@ata the lesser of the
remaining term of the lease or the life of the tgenerally three to seven years).

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

Intangible Asset

Acquired inprocess research and development costs are catsibenave an indefinite useful life until sucheims they are put in
service at which time they will be amortized ortraight-line basis over the shorter of their ecoiwan legal useful life. Management
evaluates indefinite life intangible assets for @nment on an annual basis and on an interim lfasigents or changes in circumstances
between annual impairment tests indicate that $setamight be impaired. The ongoing evaluatiorirfgrairment of its indefinite life
intangible assets requires significant managenm&imhates and judgment. Management reviews defiféténtangible assets for impairment
whenever events or changes in circumstances irdibat the carrying amount of an asset may notteverable. There were no impairment
charges during the three months ended June 30, @14,

Stock-based Compensation

Stock-based compensation expense for the valuedi sptions is estimated on the date of the guaing the Black-Scholes option-
pricing model. The Black-Scholes model takes imtooant implied volatility in the price of the Commpgas stock, the riskree interest rate, tl
estimated life of the equity-based award, the opsnarket price of the Company’s stock on the gdamé and the exercise price. The
estimates utilized in the Black-Scholes calculatirolve inherent uncertainties and the applicabbmanagement judgment.

Concentration of Credit Risk

During the three months ended June 30, 2015, tinep@ny was selling substantially all of its prodantio the RCDC joint venture
and had a receivable from RCDC at June 30, 208249,058. The Company expects this concentratizales to RCDC to continue in the
future.

Revenue Recognitic

We recognize product revenue when persuasive esédefan arrangement exists, delivery of produatsdtcurred, the sales pric
fixed or determinable, and collectability is reaably assured. For our Company, this generally mésatsve recognize revenue when we or
our fabrication vendor has shipped finished prodoithe customer. Our sales terms do not allovafoght of return except for matters rela
to any manufacturing defects on our part.

For product sales to our joint venture partnerdffiother processing and finishing, we currentlyatedll revenues when products
shipped. We currently recognize revenue at thdeeaof when the joint venture partner sells thasfied goods manufactured from
materials or we are paid for our goods. Licensing development revenues are recognized in the namthetailed in appropriate licens
and development contracts. In the event that liognBinds are received prior to the contractual witment, the Company will recogni
deferred revenue (liability) for the amount recelive
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Recent Accounting Pronounceme

On May 28, 2014, the FASB issued ASU 2014-09, "Rereefrom Contracts with Customers (Topic 606),"shhaffects any entity
that either enters into contracts with custometsaisfer goods or services or enters into corgractthe transfer of nonfinancial assets un
those contracts are within the scope of other stated The guidance supersedes the revenue recoggitidance in Topic 605, "Revenue
Recognition”, and most industry-specific guidane®tghout the Industry Topics of the Codificatidhe guidance also supersedes some cos
guidance included in Subtopic 605-35, "Revenue Beition- Contract-Type and Production-Type Consaddn April 1, 2015, the FASB
voted to defer the effective date of the pronoureraby one year, however an amendment to the ASUhbtyet been released. ASU 2(8,4-
as amended, is effective for annual periods, aratim periods within those years, beginning aftec@mber 31, 2017. An entity is requirec
apply the amendments using one of the following mmathods: i) retrospectively to each prior perioglsgnted with three possible expedients:
a) for completed contracts that begin and endérsdime reporting period no restatement is requinefy completed contract with variable
consideration an entity may use the transactiorept completion rather than restating estimate@big consideration amounts in
comparable reporting periods and c) for comparedperting periods before date of initial applicati@duced disclosure requirements related
to transaction price; ii) retrospectively with thiemulative effect of initially applying the amendmeecognized at the date of initial
application with additional disclosures for thefeiénces of the prior guidance to the reportingagisrcompared to the new guidance and an
explanation of the reasons for significant chan@és.are required to adopt ASU 2014-09 in the fitsrter of fiscal 2018, or in the first
quarter of fiscal 2019, if deferred, and we argenily assessing the impact of this pronouncememur financial statements.

In August 2014, the FASB issued ASU No. 2014Diclosure of Uncertainties about an Entity's Alyiio Continue as a Going
Concern, which requires management to assess, at eacllammdiinterim reporting period, the entity's ahitb continue as a going concern
within one year after the date that the finandialesnents are issued and provide related discleslihe ASU is effective for our fiscal year
ending March 31, 2017, with early adoption pernditfehe Company has assessed the impact of thidesthand does not believe that it will
have a material impact on the Company’s finand&tesnents or disclosures.

In July 2015, the FASB issued ASU No. 2015-11, Sifyipg the Measurement of Inventory, ("ASU 2015*L1This new guidance
requires an entity to measure inventory at the favf€ost and net realizable value. Currently, tegimeasure inventory at the lower of cost
and market. ASU 2015-11 replaces market with redtaa&ble value. Net realizable value is the estadatelling prices in the ordinary course
of business, less reasonably predictable costeropletion, disposal, and transportation. Subsegueatsurement is unchanged for inventory
measured under last-in, first-out or the retaikeimory method. ASU 2015-11 requires prospectivegtido for inventory measurements for
fiscal years beginning after December 15, 2016,iatedim periods within those years for public mesis entities. Early application is
permitted. ASU 2015-11 is therefore effective im fiscal year beginning April 1, 2017. We are ewting the effect that ASU 2015-11 will
have on our financial statements and related discés.

There are currently no other accounting standdnaishtave been issued but not yet adopted by thep@ayrthat will have a
significant impact on the Company’s financial piwsit results of operations or cash flows upon aidopt

NOTE 2— INTANGIBLE ASSETS

Acquired inprocess research and development costs are catienave an indefinite useful life until sucheims they are put in
service at which time they will be amortized ortraight-line basis over the shorter of their ecoiman legal useful life.

Intangible assets consist of the following:

June 30, March 31,
Life 2015 2015
Patents, gros 6.75-19.46 $ 8,135,06. $ 8,135,06:
In-process research and development Indefinite 1,832,37! 1,832,37!
9,967,43. 9,967,43.
Accumulated amortization (2,113,19) (1,919,48)
Net intangible assets $ 7,854,231 $ 8,047,94

Total amortization expense for the quarter endinge 330, 2015 and 2014 was $193,710 and $193,748ctvely.
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Total annual amortization expense of finite livathngible assets is estimated to be as follows:

Fiscal Year Ending

Nine months ending March 31, 20 $ 581,13(
March 31, 201" 774,84(
March 31, 201¢ 774,84(
March 31, 201¢ 774,84(
March 31, 202( 595,15¢
Thereafte $ 2,521,05

NOTE 3— NOTES PAYABLE

On December 16, 2014 the Company entered into a Bgaeement (the “HGI Loan Agreement”) and a Segukgreement (the
“HGI Security Agreement”) with Heritage Gemstonedstors, LLC (“HGI") providing for a $2,000,000 sged non-revolving line of credit
(the “HGI Loan”). The HGI Loan, which is represeshtay a Promissory Note dated as of December 15} gbg “HGI Note”), matures on
December 15, 2017. Borrowings accrue interesteatdte of 7.25% per annum and the Company intendgke monthly interest payments.
On December 18, 2014, $2,000,000 was drawn on @lelidan. The Company utilized funds drawn on thel HGan to repay its existing
indebtedness to Platinum and to continue to fundrigoing operations. The HGI Loan Agreement castainumber of restrictions on the
Company’s business, including restrictions on [iifitst to merge, sell assets, create or incur liensissets, make distributions to its
stockholders and sell, purchase or lease realrsopal property or other assets or equipment. T&elkban Agreement contains standard
provisions relating to a default and acceleratibthe Company’s payment obligations thereunder uperoccurrence of an event of default,
which includes, among other things, the failur@ay principal, interest, fees or other amounts plyander the agreement when due; failure
to comply with specified agreements, covenantsbtigations; cross-default with other indebtednéiss;making of any material false
representation or warranty; commencement of bangyugr other insolvency proceedings by or against@Gompany; and failure by the
Company to maintain a book net worth of at leasd®d,000 at all times. The Company’s obligationderthe HGI Loan Agreement are not
guaranteed by any other party. The Company mayagrbprrowings without premium or penalty upon netic HGI as provided in the HGI
Loan Agreement. The HGI Loan Agreement requiresbmpany to enter into the HGI Security Agreeméimder the HGI Security
Agreement, the Company grants HGI a first priosigéurity interest in the Company'’s inventory, equiimt, accounts and other rights to
payments and intangibles as security for the H&H.o

Also on December 16, 2014, the Company enterecktintagreement for the Sale and Lease of Growers'@Glower Sale-Lease
Agreement”) with HGI to allow for the expansionafrrent growers and the purchase of new growersuRat to the Grower Sale-Lease
Agreement, the Company agreed to a sale-leasebaaigament for certain diamond growers producethbyCompany during the term of
the Grower Sale-Leaseback Agreement by which thrag@my will sell diamond growers to HGI and therske¢he growers back from HGI.
The term of the Grower Salezaseback Agreement is ten years. For the new pgichded growers, the direct profit margin generéteh the
growers will be split between the Company and HGAd¢cordance with the Grower Sale-Lease AgreeridetGrower Sale-Lease
Agreement requires the Company to operate andcsgetivé growers, and requires HGI to up-fit certadisting growers and to make capital
improvements to the new growers under certain oigtances. At the end of the Grower Sale-Leasebgckeinent, the Company takes
ownership of the leased equipment. The Companyalgt have the right to repurchase the leased gsougon the occurrence of certain
events prior to the expiration of the Grower Sagaéeback Agreement.

As of June 30, 2015, HGI has advanced the Compa@§,$00 to fund improvements to our current grovileas will expand
manufacturing capacity in our production facility.addition, HGI has advanced the Company $200{060the purchase of new grower
equipment under the Sale-Leaseback Agreement. Agraf 30, 2015, the Company considers both of teeances totaling $500,000 as
notes payable. The Company anticipates completiagtower expansion and new equipment purchasegdue first half of the fiscal year
ending March 31, 2016.
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NOTE 4— CAPITAL STOCK
The authorized capital of the Company is 75,000@8f@mon shares with a par value of $ 0.001 pereshar

The Company had 57,522,124 shares of common séeakd and outstanding as of June 30, 2015. Tlaikinatudes 985,000 shares
of non-vested restricted stock.

The Company had 3,028,045 warrants outstandingawtieighted average exercise price of $1.45 peesimof June 30, 2015.
2,538,750 warrants expired and none were issutitbithree months ended June 30, 2015. 2,352,50@mswill expire during the next six
months of 2015 while the balance of the warrantbexpire in 2017 and 2018 if not exercised.

NOTE 5— SHARE-BASED COMPENSATION

The Company currently has one equity-based compiengalan under which stock-based compensation dswean be granted to
directors, officers, employees and consultantsigiog bona fide services to or for the Company. Toenpany’s 2012 Share Incentive Plan
was adopted on May 7, 2012 (the “2012 Share Ineeflan” or “Plan”) and allows the Company to isspeo 5,000,000 shares of its
common stock pursuant to awards granted under@h2 3hare Incentive Plan. The Plan permits thetigiuof stock options, stock
appreciation rights, restricted or unrestricteadktawards, phantom stock, performance awards, stbek-based awards, or any combination
of the foregoing. The only awards that have besmneid under the Plan are stock options. Becaudeldinehas not been approved by our
shareholders, all such stock option awards arecquatified stock options.

On May 7, 2015, the Board of Directors of the Compapproved restricted stock awards for Mr. GeMtfsuire, the Company
President and Chief Executive Officer and Mr. JbaatPfohl, the Company Chief Financial Officer. ks$cGuire and Pfohl were granted
400,000 and 385,000 restricted shares of stocgentively that will vest on July 1, 2018. The rieterd shares are valued at $1.03, the closing
price of the Compang’stock on May 7, 2015. The Company recognizes eosgtion expense for the restricted stock awardssiraight lin
basis over the vesting period. The Company recegrd2,555 in compensation expenses for these awaréthg the three months ended
June 30, 2015. Also on May 7, 2015, the Board oéfors granted Renaissance Diamond Inc. a resdrgtbck award of 200,000 shares that
only vests based on the attainment of specificoper@ince criteria. The Company does not anticipategnizing any financial impact for this
restricted stock award until it is deemed likelgttthe performance criteria will be met.

The following sets forth the restricted stock camsting as of June 30, 2014:

Restricted Stock Shares

Restricted stock outstanding March 31, 2 —
Grantec 985,00(
Vested —
Expired/cancelled —
Restricted stock outstanding June 30, 2015 985,00(

On May 7, 2015, the Board of Directors granted Resaance Diamond Inc. naqualified stock options for 333,333 shares of com
stock. These options will vest on June 29, 2016dfRCDC joint venture attains specific performaageeria. The strike price of these optir
will be set at fifty percent of the market closimgce upon vesting. The options will need to bereised within 60 days of vesting.

In addition, on May 7, 2015, the Company grantead:saonexecutive employees options to purchase a tota856f000 shares of tl
Company’s stock. The vesting schedule for thesmapicall for 33.3% to vest upon the first, secand third anniversaries of the grant date.
The exercise price of $1.03 per share is equdldalosing price of a share of the Company’s comstook on the date of grant. Using the
Black-Scholes option pricing model, managementdsasnated these options had a value of $0.98 geropn the date of the grant. The
Black-Scholes model assumptions used were: Expelitatend yield, 0.00%; Risk-free interest rate,8%; Expected life in years, 10.0;
Expected volatility, 124.3%; Forfeiture rate, 25.0%ne of these options were vested upon issuantéhe Company recognized $21,946 in
compensation costs for these options during theethtonths ending June 30, 2015.
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The following sets forth the employee options toghase shares of the Company’s stock issued asthading as of June 30, 2015
and does not include options granted to Renaisdaiaeond Inc.:

Weightec- Weighted-Average
Average Exercise Remaining

Options Shares Price Contractual Term
Employee options outstanding March 31, 2 232,500 $ 0.3¢ 1.4t
Grantec 685,00( 1.0 9.8¢
Exercisec (5,625 .33 —
Expired/cancelled (210,00() 0.8¢ —
Employee options outstanding June 30, 2015 701,87 $ 0.87 7.8C
Exercisable at June 30, 2015 17,50C $ 0.4¢ 0.8%

A summary of the status of non-vested employeenptas of June 30, 2015 and changes during the thoaths ended June 30,
2015 is presented below.

Weighted
Average

Grant-Date
Non-vested Share: Shares Fair Value
Non-vested at March 31, 20: 209,37! 0.21
Grantec 685,00( 0.9¢
Vested — —
Expired/cancelled: non-vested (210,00() 0.7¢€
Non-vested at June 30, 2015 684,37 $ 0.81

The following table summarizes information abouipéogee stock options outstanding by price rangefadsine 30, 2015:

Options Outstanding Options Exercisable
Weighted Average
Remaining
Range of Number Contractual Life Weighted Average Number of Weighted Average
Exercise Price QOutstanding (years) Exercise Price Shares Exercise Price

$ 1.0¢ 535,00( 98¢ $ 1.0z — 3 —
$ 0.8C 7,50( 0.0z 0.8C 5,50( 0.8C
$ 0.3¢ 159,37! 1.24 0.3 12,00( 0.3
701,87! 780 $ 0.87 17,50C $ 0.4¢

At June 30, 2015, unrecognized compensation ctatrkto norvested employee awards was $558,636. This costyseapected t
be recognized if certain performance metrics amdrsd over a weighted average period of 2.85 years

NOTE 6— RELATED PARTIES
See NOTE 8 for discussion of revenues recognizad fthe RCDC joint venture.
NOTE 7— LITIGATION

We are subject, from time to time, to various ckitawsuits or actions that arise in the ordinayrse of business. As of June 30,
2015 there were no material outstanding claimshbyGompany or against the Company.

On May 16, 2014, the Company received a subposnadsby the SEC ordering the provision of documentksrelated information

concerning various corporate transactions betweeiCbmpany and its predecessors and other persdrentities. The Company continues
to cooperate with this inquiry.
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NOTE 8— INVESTMENT IN RCDC JOINT VENTURE

On December 18, 2014 the Company entered intoranggment with Renaissance Diamonds, Inc. (“Reaatss)) through the
execution of a limited liability company agreeméhe “LLC Agreement”of Renaissance Created Diamond Company, LLC, adadimitec
liability company (“RCDC"), pursuant to which thee@pany and Renaissance are each 50% members of RCDC

The LLC Agreement provides that RCDC is a managanaged limited liability company, and each of tlerpany and
Renaissance will appoint one manager, with both sa@nagers appointing a third manager. The masagémanage the day-to-day
operations of RCDC, subject to certain customamytéitions on managerial actions that require theseat of the Company and Renaissance,
including but not limited to making or guaranteelagns, distributing cash or other property tortembers of RCDC, entering into affiliate
transactions, amending or modifying limited liatyilcompany organizational documents, and enterit@rajor corporate events, such as a
merger, acquisition or asset sale. The arrangemasnentered into in order to facilitate the develept of procedures and recipes for, and to
market and sell, lab-grown fancy-colored diamonéarsuant to the LLC Agreement, the arrangementasil three years, unless terminated
earlier, with the option to automatically renew &eiditional two-year periods. The Company madeniiai $1,000 investment in RCDC and
was granted a 50% equity stake. RCDC has the oigiist refusal to purchase diamond gemstones fiteenCompany, including rough
diamond preforms or processed stones. Renaissagesell seed stock to RCDC for production by tlkenfany. RCDC purchase rough
diamond material produced by the Company finishesdugh gemstones and, in turn, sells the finisiedes to various retailers and other
participants in the market for gemstones. Prgfiserated by RCDC's operations will be distributetiveen the Company and Renaissance
according to the terms of the LLC Agreement.

Through June 30, 2015 the operations of RCDC haea focused on the development and processinguofatid material into
finished Gemstone material and establishing saldsdéstribution channels for the finished goodsribgithe three months ended June 30,
2015, the Company sold product to RCDC valued &6$00. The Company defers recognition of reveamelsexpenses on these sales to
RCDC until finished goods are sold by RCDC or RCpys the Company for its purchases. For the thaghm ended June 30, 2015, the
Company recognized $123,250 in revenue for prosict to RCDC. As of June 30, 2015, the Companydeésrred $248,925 of revenue and
$201,766 of expenses related to our sales to RGDE Company anticipates recognizing this deferesgmue and expense at the earlier date
of RCDC selling through its inventory or the Compawllects its receivables from RCDC.

The Company utilizes the equity method of accogntor its investment in RCDC. As such, the Compeegognized $16,339 as its
proportional shares of RCDC'’s net income duringttiree months ended June 30, 2015 as other income.

Rollforward of the Company’'s ownership interest in the joint venture for the hree months ended June 30, 2015:

Balance of ownership interest in joint venture atréh 31,201! $ 30,04:

Aggregate fiscal 2016 equity gain — share of jegiture income 16,33¢
Balance of ownership interest in joint venturelwatel 30, 2015 $ 46,38(
Cumulative recognized income on ownership interegiint venture at June 30, 2015 $ 45,38(

Selected financial results for RCDC for the three mnths ended June 30, 2015 are as follows:

Revenue! $ 260,29¢
Expenses 227,62,
Net Income $ 32,67
Total Assets $ 611,25¢
Total Liabilities $ 518,49¢
Total Partners Capital 92,76(
Total Liabilities and Partner Capital $ 611,25¢
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NOTE 9— SUBSEQUENT EVENTS

On, July 1, 2015, the Renaissance Diamond Inc.greasted restricted stock awards for 550,000 shthegsonly vest based on the
attainment of specific performance criteria. Ther@any will not recognize any financial impact fbese restricted stock awards unless the
performance criteria are met.

On August 7, 2015, the Company reached an amendmérg separation, waiver and release agreemenctited on December 4,
2012 with our former Chief Executive Officer, Moskph Lancia. This amendment allows for no furfeserance payments to Mr. Lancia
and will result in the company reversing $137,56&d¢crued severance expenses in the quarterlycfalaesults ending September 30, 2015.

On August 13, 2015, the Board of Directors of tlenpany approved restricted stock awards for MraevcGuire, the Company
President and Chief Executive Officer and Mr. JbaatPfohl, the Company Chief Financial Officer. ks#cGuire and Pfohl were granted
400,000 and 150,000 restricted shares of stocgentisely that will vest on July 1, 2018. The ridrd shares are valued at the closing price
of the Companys stock on August 13, 2015. The Company will reézgroompensation expense for these restricted siwekds on a straig
line basis over the vesting period.

END NOTESTO FINANCIALS
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 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 bypystock issuers such as the
Company are excluded from the safe harbor in Se@id= of the Securities Exchange Act of 1934. Wardsh as “expects,” “should,” “may,”
“will,” “believes,” “anticipates,” “intends,” “plas,” “seeks,” “estimates” and similar expressionsariations of such words, and negatives
thereof, are intended to identify forward-lookingtements, but are not the exclusive means ofifgerg forward-looking statements in this
report. These forward-looking statements are basessumptions that may be incorrect, and therdear 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 uncertaintiesighes| without limitation, those described below unitkem 1A - Risk Factors and the
following: (1) the Company has limited cash resegrand if it is not able to obtain further finargirequired for continuing operations,
marketing, product development, and research ggbgs operations will fail, (2) the Company hasgemerated substantial revenues, and as
a result, faces a high risk of business failurgtf@ Company’s lack of diversification and depermeon material customers increases the
risks associated with the Company’s business andvastment in the Company, and the Company’s firrtondition may deteriorate
rapidly if it fails to succeed in developing ther@gany’s business and expanding our customer b&sthg Company may not effectively
execute the Company’s business plan or managedhgpany’s potential future business developmentth@®)Company’s business could be
impaired if it fails to comply with applicable relgtions, (6) the Company has had significant tuemdm management and may not be able to
attract and maintain key management personnel tagethe Company or laboratory scientists to cautythe Company’s business
operations, which could have a material adversetin the Company’s business, (7) the marketatmgrown diamond may not develop as
anticipated, (8) competition may adversely affagt lausiness, (9) the Company may expend a subatantiount of time and resources in
connection with the Securities and Exchange Comamss(“SEC”) recent subpoena, potential inquiriedegal actions in connection with its
filings with the SEC or otherwise, which may imptie Companys ability to raise capital and to operate its bess and (10) such other ri:
and uncertainties as have been disclosed or agafter disclosed from time to time in the Compariifisgs with the SEC, including, without
limitations described under Risk Factors set fortRart I, Item 1A of the Company’s Form 10-K foetfiscal year ended March 31, 2015.

You are cautioned not to place undue reliance ondad-looking statements. You are also urged teeve\and consider carefully the
various disclosures made in the Company’s othieigll with the Securities and Exchange Commissimiuding any amendments to those
filings. Except as may be required by applicableslathe Company undertakes no obligation to uppiabdicly any forward-looking
statements for any reason, even if new informatecomes available or other events occur in thadutu

GENERAL

We were incorporated on September 17, 2009 in téte $f Nevada under the name Krossbow Holdingp@ation (“Krossbow”).
Krossbow did not implement its original businesanpdnd decided to acquire existing technology &k $e efficiently and effectively produce
man-made diamond. In connection with this chandausiness purpose, Krossbow changed its name doC#amond Technology
Corporation to reflect its new business direction.

On August 5, 2011, Edward S. Adams and Michael Bndhan acquired control of the Company througiptivehase of shares of
the Company’s issued and outstanding common stock Jason Kropp, Krossbow’s sole director and etveewfficer at that time.
Messrs. Monahan and Adams served on the CompammgedBf Directors until their resignations form eard on June 30, 2013, and June
23, 2014, respectively. Additionally, on Augus2B]11, the Company executed an Asset Purchase Agregemith another privately-held
Nevada corporation that also had the n*Scio Diamond Technology Corporation” (“Private 89i Under the terms of the Asset Purchase
Agreement, the Company purchased the name “Scim@id Technology Corporation” and acquired othentsgrom Private Scio for
13,000,000 newly issued shares of common stockeo€Company.
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On August 31, 2011, the Company acquired certaata®f ADI, consisting primarily of diamond growimachines and intellectual
property related thereto, for which the Companyl g&D| an aggregate of $2,000,000. In connectiotwite ADI Asset Purchase, the
Company also agreed to provide certain currenfamder stockholders of ADI qualifying as accrediiedestors the opportunity to acquire
up to approximately 16 million shares of commorcktof the Company for $0.01 per share.

On June 5, 2012, the Company acquired substantithlbf the assets of ADGC, consisting primarilyiab-grown diamond
gemstone-related know-how, inventory, and variotslliectual property, in exchange for $100,000asltand the opportunity for certain
current and former stockholders of ADGC qualifyagaccredited investors to acquire up to approxtypdt million shares of common stock
of the Company for $0.01 per share.

In December 2011, the Company began a build-oiis @reenville, South Carolina production facili§onstruction was largely
completed in March 2012 and equipment was movead #®I’s former facility in Massachusetts to Southr@lina over the first calendar
guarter of 2012. The Company began initial produrctvith ten diamond growing machines in July 2024r initial production was focused
on industrial cutting tool products supplied tdrage customer. Since March 2013, the Company kpareled its product focus to include
gemstone diamond material.

On September 16, 2013, the Company entered intGthee Rich Agreements to form a joint venture wiplerations in the People’s
Republic of China to deploy at least 100 Scio desigdiamond growing machines. Under the Grace Rgreements, the Company has
agreed to license its proprietary technology fernmanufacture of diamond gemstones of agreed ymexifications. In exchange for the
license, the Company will receive licensing andadepment revenue and a 30% ownership positiondndimt venture. In addition to the
licensed technology, the Grace Rich Agreementsidecbbligations for the Company to provide and drapensated for technology
consulting services to the joint venture to suppuetstart-up of operations. The Company is natireq to make any on-going funding
contributions to the joint venture and its ownepsstiake cannot be reduced from 30%.

On December 16, 2014, the Company entered intGtherer Sale-Lease Agreement with HGI. PursuarthéoGrower Sale-Lease
Agreement, the Company agreed to a sale-leasebaaigament for certain diamond growers producethbyCompany during the term of
the Grower Sale-Leaseback Agreement by which thegamy will sell diamond growers to HGI and therske¢éhe growers back from HGI.
The direct profit margin generated from the groweitsbe split between the Company and HGI in ademce with the Grower Sale-Lease
Agreement. The Grower Sale-Lease Agreement reqtiiee€ompany to operate and service the growedstexquires HGI to up-fit certain
existing growers and to make capital improvememtsié new growers under certain circumstances Cidmapany will also have the right to
repurchase the leased growers upon the occurrémegtain events.

On December 18, 2014 entered into an arrangemémiRenaissance creating RCDC. The Company and &samaie are each 50%
members of RCDC. The arrangement was enterednirdgader to facilitate the development of proceduned recipes for, and to market and
sell, lab-grown fancy-colored diamonds. RCDC wilfghase rough diamond material from the Companypaocess and finish the material
into finished gemstones for sale to various retsitand other participants in the market for gemesoRrofits generated by RCDC's operations
will be distributed between the Company and Reaaiss according to the terms of the LLC Agreement.

Business Overvie

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 mdsstéghnologies and related intellectual propergt the Company hopes will evolve into
product opportunities across various applicatit¥e.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, optoeldcs, geosciences, water purification, and MRI ather medical science technology.

19




While the Company’s product offering continue tolirde industrial products, as of June 30, 2015tsmlially all of the Company’s
production capacity is being sold as gemstone riadgeAs of June 30, 2015, we had generated $3}598n net revenue since inception fr
sales of our diamond materials and licensing oftecinnology.

RESULTS OF OPERATIONS
Three Month Period Ended June 30, 2015 Compardidetdhree Month Period Ended June 30, 2014

During the three months ended June 30, 2015, weded product revenue of $172,175 compared to 8848ring the three mont
ended June 30, 2014. This $92,837 increase watdnereased product sales and per unit prices Cdrepany received $375,000 in
development fees from the Grace Rich joint ventluinéng the three months ended June 30, 2014 thrat mat received during the three
months ended June 30, 2015 resulting in a deciedstal revenue for the comparable periods. Tataénue for the three months ended June
30, 2015 was $172,175, compared to $454,338 inewenue during the three months ended June 20, 2014

Cost of goods sold was $415,367 for the three nsoatided June 30, 2015 versus $374,423 for the iweths ended June 30, 2C
Cost of goods sold includes direct and indirecbfadpsts of $106,293 during the three months eddeé 30, 2015 and $96,905 during the
three months ended June 30, 2014. Depreciatiomerpaf $140,668 and $150,316 was recorded in ¢@gtaals sold during the three mon
ended June 30, 2015 and 2014, respectively. Thelbircrease in cost of goods sold was due ine@gasproduct sales during the three
months ended June 30, 2015 versus the three mentesl June 30, 2014.

Gross margin (deficit) was $(243,192) for the thmeanths ended June 30, 2015 versus $79,915 fahtee months ended June 30,
2014. The gross margin for the three months ended 30, 2014 included $375,000 of development testswere received not received
during the comparable three months ended June03®, ZAdjusting for these development fees, resulgsgross deficit for the three months
ended June 30, 2105 of $(243,192) versus $(295f68H)e three months ended June 20, 2014.

Salary and benefit expenses recognized as gematadministrative expenses were $202,302 and $896¢8 the three months
ended December 31, 2014 and 2013, respectivelg.dddrease of $194,566 is primarily the resulhef@ompany recognizing $275,000 in
executive severance during the three months endexl30, 2014, offset by $64,501 in stock based emsgtion for employees during the
three months ended June 30, 2015.

Professional and consulting fees were $51,943 coedpta $260,235 for the three months ended Jun2@® and 2014,
respectively. This decrease is primarily due taoed legal expense due to the settlement of liigah June 2014,

The other components of our general and adminigtrakpenses were relatively consistent betweethttie® months ended June 30,
2015 and 2014. Rent, equipment lease and facibtipenses were $39,013 and $34,147, respectivalkeating costs were $28,183 and
$10,688, respectively; corporate general and adinative expenses were $85,547 and $124,153, isglg@nd depreciation and
amortization expenses were $198,405 and $200,&2@ectively.

We have continued to generate limited revenuefgebdur expenses, and so we have incurred netdo€air net loss for three
month period ended June 30, 2015 was $877,095,a@upo a net loss of $1,008,227 during the threeths ended June 30, 2014. Our net
loss per share for the three month period ended 30n2015 was $(0.02) per share, compared to lasseper share of $(0.02) for the three
months ended June 30, 2014. The weighted averagberwf shares outstanding was 56,534,466 and B@83, respectively, for the three
month periods ended June 30, 2015 and 2014.

FINANCIAL CONDITION
At June 30, 2015, we had total assets of $11,593@fmpared to total assets of $12,231,394 at Mat¢l2015. We had cash of
$176,790 at June 30, 2015 compared to cash of 343t March 31, 2015.
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Total liabilities at June 30, 2015 were $4,268,G48npared to total liabilities of $4,098,772 at ktaBl, 2015. Total liabilities at
June 30, 2015 were comprised primarily of accopaig@ble, accrued expenses, customer deposits etbfenrenue and notes payables. The
increase in total liabilities is primarily due tarancreased accounts payable. Accounts payahleased $191,262 largely due to expenses
related to construction in progress.

The Company had negative working capital (defiredwarent assets less current liabilities) of $(668) at June 30, 2015 versus
$86,254 at March 31, 2015. This decrease in workamgtal resulted from the Company’s increase goants payable and deferred revenue
and the decrease in cash during the three monttesielune 30, 2015.

Total shareholders’ equity was $7,325,766 at Jin315, compared to $8,132,622 at March 31, 28h&reholders’ equity
decreased $806,856 during the period due to ountipg net loss and was offset by additional paidapital from common stock issued as
incentive compensation.

CASH FLOWS
Operating Activities

We have not generated positive cash flows fromatpey activities. For the three months ended Jih&315, net cash flows used
operating activities were $(576,246) compared 821§[73) for three months ended June 30, 2014. €heash flow used in operating
activities for the three months ended June 30, 20b5ists primarily of a net loss of $(877,095%effby depreciation and amortization of
$339,072, employee stock based compensation o5@64income from joint venture of $(16,339), deseem accounts receivable of $28,<
increases in accounts payable of $44,447, decheamerued expenses of $(137,314), net increasethar current assets of $(11,762), and a
net decrease in other current liabilities of $(ZT)1

Investing Activitie:

For the three month periods ended June 30, 2012@M4l net cash flows used in investing activitiese $(258,731), and $(13,15
respectively. These amounts consist of the purcbgmperty, plant and equipment. The increasgash used during the three months ended
June 30, 2016 is due to the Company’s capacityresipa program.

Financing Activities

We have financed our operations primarily throughissuance of equity and debt securities. Fothitee2 month periods ended
June 30, 2015 and June 30, 2014, we generateddsanc3$61,284, respectively, from financing adibgt

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 requiremearts expected to increase in line with the
growth of our business.

As of March 31, 2015, our cash balance was $767a2tdas of June 30, 2015 our cash balance waseedo&176,790. This
reduction was due to our operating cash needs amthgses of equipment. Our cash at June 30, 201@ sxpected to be adequate to fund
our operations over the fiscal year ending March2®816. As of June 30, 2015, we had no additianaklof credit or other bank financing
arrangements other than as described in Iltem k¥ BldBenerally, we have financed operations thraugte 30, 2015 through the proceeds of
sales of our common stock and borrowings undeegisting credit facilities. The Company is pursuadgitional issuances of equity capital
or debt to meet operating cash requirements.
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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 avaitabacceptable terms, we may not be able toadkentage of prospective new business
endeavors or opportunities, which could signifit@and materially restrict our business operatiang could result in the shutdown of
operations.

MATERIAL COMMITMENTS AND ARRANGEMENTS

On December 16, 2014, the Company entered intgeeement for the sale and lease of growers with. IP@tsuant to the Grower
Sale-Lease Agreement, the Company agreed to desaleback arrangement for certain diamond groweduged by the Company during
the term of the Grower Sale-Leaseback Agreememithgh the Company will sell diamond growers to HBH then lease the growers back
from HGI. The direct profit margin generated frame growers will be split between the Company and iH@ccordance with the Grower
Sale-Lease Agreement. The Grower Sale-Lease Agrdemguires the Company to operate and servicgrihwers, and requires HGI to up-
fit certain existing growers and to make capitgbiovements to the new growers under certain cirtamegs. The Company will also have
right to repurchase the leased growers upon thercame of certain events.

On December 18, 2014 entered into an arrangemémtRe@naissance creating RCDD. The Company and Bsaraie are each 50%
members of RCDC. The arrangement was enterednirdgader to facilitate the development of proceduned recipes for, and to market and
sell, lab-grown fancy-colored diamonds. RCDC wiltghase rough Diamond material from the Companymadess and finish the material
into finished gemstones for sale to various retsitand other participants in the market for gemesoRrofits generated by RCDC's operations
will be distributed between the Company and Reaaiss according to the terms of the LLC Agreement.

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 egpsnresults of operations, liquidity, capital
expenditures or capital resources that are materiavestors.

CRITICAL ACCOUNTING POLICIES

We have adopted various accounting policies theegothe application of accounting principles gaiigraccepted in the United
States (“GAAP”). We describe our significant accuog policies in the notes to our audited finansi@tements filed with our Form 10-K for
the fiscal year ended March 31, 2015.

Some of the accounting policies involve significartigments and assumptions by us that have a rakitepact on the carrying
value of our assets and liabilities. We consides¢haccounting policies to be critical accountialicges. 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 resuitd differ from these judgments and estimatesandd materially affect the carryir
values of our assets and liabilities and our resafiibperations.

The following is a summary of the more judgmentdireates and complex accounting principles, whegresent our critical
accounting policies.

Revenue Recognitic
We recognize product revenue when persuasive exédefan arrangement exists, delivery of produatsdtcurred, the sales pric
fixed or determinable, and collectability is reaaloly assured. For our Company, this generally m#ésatsve recognize revenue when we or

our fabrication vendor has shipped finished prodoithe customer. Our sales terms do not allovafoght of return except for matters rela
to any manufacturing defects on our part.
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For product sales to our joint venture partnerdfdiother processing and finishing, we currentlyatedll revenues when products
shipped. We currently recognize revenue at thdeeaof when the joint venture partner sells thasfied goods manufactured from
materials or we are paid for our goods. Licensing development revenues are recognized in the namthetailed in appropriate licens
and development contracts. In the event that liognfinds are received prior to the contractual witment, The Company will recogni
deferred revenue (liability) for the amount receive

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 inventoriedude raw materials and supplies, work in proeeggksfinished good.

The Company has periodically experienced sellingegrthat were lower than cost and as a resultdwasded a lower of cost or
market write down to the value of our inventory eTéstimation of the total write-down to inventonydlves management judgments and
assumptions, including assumptions regarding fugeléng price forecasts, the estimated costs toptete and disposal costs.

Property, Plant and Equipme

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

Years
Machinery and equipment 3to 15
Furniture and fixture 3to 10
Engineering equipmel 5to 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 bettermentsetktgnd the useful lives of property and equipnaeatcapitalized. Expenditures
for maintenance and repairs are charged to ex@enseurred.

Intangible Asset

Intangible assets, such as acquired in-procesan@sand development (“IPRD”) costs, are considéwdthve an indefinite useful
life until such time as they are put into servitavhich time they will be amortized on a straidine basis over the shorter of their economi
legal useful life. Management’s estimate of uséfelof any patents when placed in service is tioai judgment. Management evaluates
indefinite life intangible assets for impairmentamannual basis and on an interim basis if ev@ntkanges 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. jlEmant reviews definite life intangible assetsifigpairment whenever events or
changes in circumstances indicate that the cargimgunt of an asset may not be recoverable.

A substantial portion of the Company’s patent mitfis considered in service due to the inheretie of the patents to our on-

going manufacturing operations. Through June 3052the Company has allocated $8,135,063 to patieait@re being amortized over a
period ranging from 6.75 years to 19.46 years epoading to their remaining life.
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The Company continues to classify the remainingigbortfolio as IPRD and believes that the IPRB dlgernative future use and
value. Applicable accounting guidance requiresnaefinite life for IPRD assets until such time e tommercialization can be reasonably
estimated, at which time the assets will be avialédr 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 irtgp@e 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 MARK  ET RISK
Not applicable

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedur

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 sitbrander the Exchange Act is recorded, processedmarized and reported within the time
periods specified in the SEC rules and forms, Aatltuch information is accumulated and communicetehe Company’s management,
including its Chief Executive Officer and Chief Rimcial Officer, as appropriate, to allow timely &émns regarding required disclosure. As
June 30, 2015, we carried an evaluation, undesupervision and with the participation of our magragnt, including our Chief Executive
Officer and Chief Financial Officer, of the effasthess of the design and operation of our disodosantrols and procedures as defined in
Exchange Act Rule 13a-15. We applied our judgmemité process of reviewing these controls and pharess, which, by their nature, can
provide only reasonable assurance regarding ouralarbjectives. Based upon that evaluation, oueCExecutive Officer and Chief
Financial Officer have concluded that our disclestwntrols and procedures were not effective asioé 30, 2015 due to the significant
deficiency discussed below.

Remediation of Significant Deficiency in Internar@rols over Financial Reportin

In connection with the evaluation described abavanagement identified the following significantidefncy in our internal control
over financial reporting, which is common in smalimpanies. This deficiency identified by our Chiatecutive Officer and Chief Financial
Officer as of June 30, 2015 is:

« Due to our small size, we have limited segregatioduties in certain areas of our financial repartand other accounting
processes and procedur

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 det@on a timely basis. A significant deficiencyaigeficiency, 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 repart~orm 10-Q, we have not been able to remediatsignificant deficiency
identified above. In addition, we plan to take diddial steps during our fiscal year ending MarchZ116:

« Management is working with our outsourced accogni@ndor to provide enhanced separation of dutiemast the personnel
participating in our accounting functic

Changesin Internal Controls
Other than described above in connection with eigroing remediation efforts, there were no changesir internal control over

financial reporting (as defined in Rule 13a-15(fijar the Exchange Act) that occurred during ourtga&nded June 30, 2015, that materially
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are subject, from time to time, to various ckitawsuits or actions that arise in the ordinayrse of business. As of June 30,
2015 there were no material outstanding claimshbyGompany or against the Company.

In May 2014, the Company received a subpoena idsydioe SEC ordering the provision of documents ratated information
concerning various corporate transactions betweeiCbmpany and its predecessors and other persdrentities. The Company is fully
cooperating with this ongoing inquiry.

ITEM 1A. RISK FACTORS

Not applicable (the Company is a smaller reportiompany).

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.

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:

31.1

31.2

32

101

Rule 13i-14(a) Certification of the Chief Executive Office

Rule 13i-14(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 Regan Form 10-Q for the quarter ended June 30, 2fdtBatted in

eXtensible Business Reporting Language (XBRL)B@)Jance Sheets; (ii) Statements of Operation3;Sit@tements of
Shareholder Equity; (iv) Statements of Cash Flow; and (v) Ndte¢he Unaudited Financial Statemer

*

Filed herewitr

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: August 14, 2015 /s/ Gerald McGuire

By: Gerald McGuire
Its: Chief Executive Office

Dated: August 14, 2015 /s/ Jonathan Pfor

By: Jonathan Pfof
Its: Chief Financial Office
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Exhibit 31.1
Rule 13a-14(a) Certification of the Principal Exective Officer
I, Gerald McGuire, certify that:
1. | have reviewed this quarterly repartfmrm 10-Q of Scio Diamond Technology Corporation;

2. Based on my knowledge, this report dagscontain any untrue statement of a materialdaomit to state a material fact necessa
make the statements made, in light of the circunt&ts under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financiateshents, and other financial information includedthis report, fairly present in all mate!
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrargt’other certifying officer(s) and | are responsitoleestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a—-15(e) and 15a&}186d internal control over financial reportirag defined in Exchange Act Rules 43a
15(f) and 15d-15(f)) for the registrant and have:

€)) Designed such disclosure controls pra¢edures, or caused such disclosure controlgpeowkdures to be designed ur
our supervision, to ensure that material informatielating to the registrant is made known to usthers within those entities, particule
during the period in which this report is beinggaeed;

(b) Designed such internal control overaficial reporting, or caused such internal contndr financial reporting to |
designed under our supervision, to provide readersgsurance regarding the reliability of financggorting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thastegnt’s disclosure controls and procedures and presémtéds report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyetiis report based on such evalua
and

(d) Disclosed in this report any changethe registrans internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’'s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

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

(b) Any fraud, whether or not materialathinvolves management or other employees who laaggnificant role in tr
registrant’s internal control over financial repogt

Date:  August 14, 201
/s/ Gerald McGuire

By: Gerald McGuire
Its: Chief Executive Officer (Principal Executi@ficer)




Exhibit 31.2
Rule 13a-14(a) Certification of the Principal Finartial Officer
I, Jonathan Pfohl, certify that:
1. | have reviewed this quarterly repartfmrm 10-Q of Scio Diamond Technology Corporation;

2. Based on my knowledge, this report dagscontain any untrue statement of a materialdaomit to state a material fact necessa
make the statements made, in light of the circunt&ts under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financiateshents, and other financial information includedthis report, fairly present in all mate!
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrargt’other certifying officer(s) and | are responsitoleestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a—-15(e) and 15a&}186d internal control over financial reportirag defined in Exchange Act Rules 43a
15(f) and 15d-15(f)) for the registrant and have:

€)) Designed such disclosure controls pra¢edures, or caused such disclosure controlgpeowkdures to be designed ur
our supervision, to ensure that material informatielating to the registrant is made known to usthers within those entities, particule
during the period in which this report is beinggaeed;

(b) Designed such internal control overaficial reporting, or caused such internal contndr financial reporting to |
designed under our supervision, to provide readersgsurance regarding the reliability of financggorting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thastegnt’s disclosure controls and procedures and presémtéds report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyetiis report based on such evalua
and

(d) Disclosed in this report any changethe registrans internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’'s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden!
functions):

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

(b) Any fraud, whether or not materialathinvolves management or other employees who laaggnificant role in tr
registrant’s internal control over financial repogt

Date:  August 14, 201
/s/ Jonathan Pfohl

By: Jonathan Pfot
Its: Chief Financial Officer (Principal Financi@fficer)




Exhibit 32

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 @nd Technology Corporation (the “Company”) on FA®Q for the period ending Ju
30, 2015 as filed with the Securities and Excha@genmission on the date hereof (the “Reporgch of the undersigned hereby certi
pursuant to 18 U.S.C. § 1350, as adopted pursad906 of the Sarbanes-Oxley Act of 2002, thath&best of his knowledge and belief:

1. The report fully complies with compliegth the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934; and
2. The information contained in the Regaitly presents, in all material respects, thafficial condition and result of operations of
Company.

Date: August 14, 201
/s/ Gerald McGuirt
By: Gerald McGuire
Its: Chief Executive Officer (Principal Executi@ficer)

Date: August 14, 201
/s/ Jonathan Pfol
By: Jonathan Pfot
Its: Chief Financial Officer (Principal Financi@fficer)




