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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, 2012

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 pastags. YesO 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 thiapter) during the preceding 12
months (or for such shorter period that the regittwas required to submit and post such fil&d). YesO 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 File™ Accelerated FileO

Non-Accelerated File Smaller Reporting Compatlx]
(Do not check if smaller reporting compat

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

The number of shares of common stock, $0.001 daeyautstanding as of February 11, 2013 was 465837
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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@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, 262 on August 16, 2012.

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 filing$hie Securities and Exchange Commission, includingndments to those filings, if any.
Except as may be required by applicable laws, th@@any undertakes no obligation to update pubacly forward-looking statements for
any reason, even if new information becomes availabother events occur in the future.
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PART I - FINANCIAL INFORMATION

ITEM 1.

UNAUDITED CONDENSED FINANCIAL STATEMENTS

Scio Diamond Technology Corporation
(Formerly Krossbow Holding Corp.)

CONDENSED BALANCE SHEETS

ASSETS

Current Assets:
Cash and cash equivalel
Accounts receivable, n
Inventory
Deposits for machinery and equipm:
Prepaid expenst
Prepaid ren

Total current asse

Property, plant and equipme
Facility
Construction in progres
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

LIABILITIES AND SHAREHOLDERS ' EQUITY

Current Liabilities:
Notes payabli
Accounts payabl
Accounts payabl- related partie
Customer deposit
Accrued expense

Total current liabilities
Other liabilities
TOTAL LIABILITIES

Shareholders’ Equity:

Common stock, $0.001 par value, 75,000,000 shartb®azed; 45,241,793 and 26,013,070 shares
issued and outstanding at December 31, 2012 andh\Bdr, 2012, respective

Additional paic-in capital
Accumulated defici

Treasury stock, 1,000,000 and no shares, respbc

Total shareholde’ equity

TOTAL LIABILITIES AND SHAREHOLDERS

December 31 March 31,
2012 2012
(Unaudited)
$ 1,203,01. $ 808,51¢
47,31: —
300,30¢ 2,50z
240,00( —
40,29 23,29t
23,05(
1,853,97! 834,31:
869,17¢ 145,30:
— 270,00(
3,459,06: 3,178,57
67,09¢ 58,14«
4,395,33! 3,652,02:
(321,789 (3,397
4,073,55I 3,648,62!
10,368,39 9,784,49
71,10( 41,93¢
13,80( 13,80(
$ 16,380,81 $ 14,323,17
$ — % 125,00(
282,91¢ 66,08(
— 131,98
54,30: —
622,16: 400,43°
959,38: 723,50:
30,68: —
990,06: 723,50:
45,24; 26,01
22,517,48 15,937,61
(7,170,97) (2,363,95)
(1,000 —
15,390,75 13,599,67
' EQUITY $ 16,380,81 $ 14,323,17

The accompanying notes are an integral part ottbesudited condensed financial statements.
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Scio Diamond Technology Corporation
(Formerly Krossbow Holding Corp.)

CONDENSED STATEMENTS OF OPERATIONS
For the Three and Nine Months ended December 31, 22 and 2011

(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
Revenue, net of returns and allowan $ 555,77: $ — $ 628,87. $ —
Cost of goods sol¢
Cost of goods sol 605,75 — 818,64t —
Gross margin (49,985 — (189,779 —
General, administrative, and pre-operating expense:
Professional and consulting fe 471,08t¢ 574,29: 1,220,30: 1,081,44
Salaries and benefi 884,53t — 2,677,191 —
Rent, equipment lease and facilities expe 34,58¢ — 264,75¢ —
Marketing cost: 9,68( 6,49¢ 33,62 17,64¢
Depreciation and amortizatic 166,72t — 173,20( —
Corporate general and administrat 121,35! 66,83: 260,69: 88,49
Loss from operations (1,737,95) (647,629 (4,819,53I) (1,187,58)
Other income (expense
Interest income (expens — (8,779 (1,597 (11,279
Forgiveness of interest exper 14,11 — 14,11 —
Gain on restructurin — — — 11,05]
Net loss $ (1,723,84) $ (656,39) $ (4,807,01) $ (1,187,80))
Loss per share
Basic:
Weighted average number of shares outstar 44,437,06 23,588,38 35,123,49 14,562,23
Loss per shar $ (0.0 $ (0.09) $ 019 $ (0.0¢)
Fully diluted:
Weighted average number of shares outstar 44,437,06 23,588,38 35,123,49 14,562,23
Loss per shar $ 0.0 $ (0.09) $ (0.19 $ (0.0%)

The accompanying notes are an integral part okthesudited condensed financial statements.
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Scio Diamond Technology Corporation
(Formerly Krossbow Holding Corp.)

CONDENSED STATEMENTS OF SHAREHOLDERS' EQUITY
For period April 1, 2012 through December 31, 2012

(Unaudited)
Additional
Common Stock Paid in Treasury Stock Accumulated
Shares Amount Capital Shares Amount Deficit Total
Balance, April 1, 2012 26,013,07 26,01 15,937,61 — — (2,363,95) 13,599,67
Common stock issued for cash,
of fees, at $0.80 per she 4,891,25! 4,891 3,868,28! — — — 3,873,17
Common stock issued for cash, net
of fees, at $0.01 per she 14,337,47 14,33¢ 156,60: — — — 170,94:
Treasury stock acquire — — 1,00C (2,000,001 (1,000 —
Subscription rights issued for
purchase of asse — — 790,00( — — — 790,00(
Warrants issued in exchange for r
property leas: — — 39,00( — — — 39,00(
Employee stock based compensa — — 1,724,97 — — — 1,724,97
Net loss for the nine months ende
December 31, 201 — — — — — (4,807,01) (4,807,01)
Balance, December 31, 201 4524179 $ 4524: $ 22,517,48 (1,000,00) $ (1,000$% (7,170,97) $ 15,390,75

The accompanying notes are an integral part ottbhesudited condensed financial statements.
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Scio Diamond Technology Corporation
(Formerly Krossbow Holding Corp.)

CONDENSED STATEMENTS OF CASH FLOW
For the Nine Months ended December 31, 2012 and 201

Cash flows from operating activities:
Net loss

(Unaudited)

Adjustments to reconcile net loss to net cash irsegerating activities

Depreciation and amortizatic

Gain on restructurin

Expense for warrants issued in exchange for ses

Employee stock based compensa
Changes in assets and liabiliti

Increase in accounts receiva

Increase in prepaid expenses and

Increase in inventor

Increase in accounts payal

Increase in customer depos

Increase in accrued expen:

Increase in other liabilitie

Net cash used in operating activities

Cash flows from investing activities:
Purchase of asse
Proceeds from disposal of property, plant and egait
Deposits for property, plant and equipm
Purchase of property, plant and equiprr

Net cash used in investing activitie

Cash flows from financing activities
Services financed with a note paya
Proceeds from note payal- related party
Proceeds from stock subscriptic
Proceeds from sale of common st net of fees
Payments on notes payal

Net cash provided by financing activities

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

Cash and cash equivalents, end of peric

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

(continued)
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Nine Months
Ended
December 31, 201

Nine Months
Ended
December 31, 201

$ (4,807,01) $ (1,187,80)
474,49° —
— (11,05)
5,85( 192,00
1,724,97' —
(47,31) (45,83()
(36,06 —
(147,809 —
84,85: 1,342
54,30: —
221,72 —
30,68: —
(2,441,30) (1,051,34)
— (1,000,001

— 81,70(
(240,00) —
(743,310) (52,509
(983,310) (970,802
— 250,00

— 9,00(
4,044,11; 4,351,12;
(225,00) (1,125,000
3,819,11i 3,485,12;
394,49° 1,462,97!
808,51 93z
$ 1,20301 $  1,463,90
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Scio Diamond Technology Corporation
(Formerly Krossbow Holding Corp.)

CONDENSED STATEMENTS OF CASH FLOW

For the Nine Months ended December 31, 2012 and 20(Unaudited)

(Continued)

Supplemental cash flow disclosures
Cash paid during the year fc
Interest

Income taxe:

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

Common stock issued for purchase of trade n

The accompanying notes are an integral part ottbesudited condensed financial statements.
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Nine Months
Ended
December 31, 201

Nine Months
Ended
December 31, 201

$ — 3 =
$ — 3 —
$ 100,00 $ 1,000,001
$ — $ 11,040,00
$ 39,00C $ =
$ 790,00( $ —
$ — $ 260,00(
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NOTE 1— ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTIN5 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®aber 17, 2009. The original business plan ®@bmpany was focused on offsetting
carbon dioxide (C02) emissions through the creadiuch protection of forest-based carbon “sinks.” Tmenpany has since abandoned its
original business plan and restructured its busit@$ocus on man-made diamond technology developared commercialization.

On July 13, 2011, the Board of Directors of the @any resolved to authorize a 2-for-1 forward spliits issued and outstanding
common shares, whereby every one (1) old sharerofon stock was to be exchanged for two new shudris® Company’s common stock,
effective on August 5, 2011. As a result, the issaed outstanding shares of common stock increfased3,200,000 prior to the forward sj
to 6,400,000 following the forward split. The fawd split shares are payable upon surrender dficatés to the Company’s transfer agent.
The accompanying financial statements and notesrgivoactive effect to the forward split for adirjpds presented.

Prior to October 1, 2012, the Company was a dewednp stage company. Developmental activities ltaased 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 of a new business enterprise. opéhiod from inception, September 17, 2009, thhabgcember 31, 2012, the Company has
accumulated losses of $6,910,972.

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:

»  Focused efforts on the construction and start-upsaftate-of-the-art manufacturing facility in Sloarolina in order to
begin production and generate revenues.

e Ongoing solicitation of investment in the Companyhe form of a private placement of common shéaed warrants to
acquire common shares) to accredited investors.

* Responded to potential customer contacts in oaleretet potential orders immediately upon producsi@amt-up.

In the opinion of management, these actions wilkliicient to provide the Company with the liquidit needs to meet its
obligations and continue as a going concern. Tbanebe no assurance, however, that the Compahgueitessfully implement these plans.
The financial statements do not include any adjaestsithat 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 AmgfiGa®AP”) 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 onptiegsliant to such rules and regulations.

In the opinion of management, the accompanying dited financial statements contain all adjustmécasisting only of normal
recurring accruals) necessary to present fairlyGbmpanys financial position as of March 31, 2012 and Deeen81, 2012 and the results
operations and cash flows for the three and ninetmimterim periods ended December 31, 2012 and.2@&1l interim amounts have not be
audited, and the results of operations for therimti@eriods herein are not necessarily indicatif/éhe results of operations to be expected for
the year. The balance sheet at March 31, 201bdws derived from the audited financial statemanthat date but does not include all of
information and footnotes required by GAAP for cdete financial statements. These financial stateémghould be read in conjunction with
the Company'’s audited financial statements andsribiereto included in the Form 10-K Annual Repéthe Company for the year ended
March 31, 2012.
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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
2012 2011

Common stock options and warrants 10,428,76 —

Property, Plant and Equipment

Depreciation of property, plant and equipment isaa@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 over tserd@s$ the remaining term of the lease or thedffthe asset (generally three to
five years).

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

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

slow moving and obsolete items. Inventory costfuithe material, labor, and manufacturing overheBlde components of inventories are as
follows:

December 31 March 31,
2012 2012

Raw materials and suppli $ 45,68. $ —
Work in proces: 152,33« —
Finished good 102,29( 2,50z
300,30! 2,50z

Inventory reserve — —
$ 300,30! $ 2,502

Intangible Assets

Intangible assets, such as acquired in-procesandsand development costs, are considered todrairaefinite useful life until such time as
they are put into service at which time they wél&mortized on a straight-line basis over the shafttheir economic or legal useful life.
Management evaluates indefinite life intangiblests$or impairment on an annual basis and on amiintbasis if events or changes in
circumstances between annual impairment testsatelibat the asset might be impaired. The ongoiafpation for impairment of its
indefinite life intangible assets requires sigrafit management estimates and judgment. Managemaetvs
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definite life intangible assets for impairment wheer events or changes in circumstances indicatahh carrying amount of an asset may
not be recoverable. There were no impairment clsaageof December 31, 2012. For the quarter endedbber 31, 2012 intangible asset
the amount of $6,395,923 were assigned to spqmtients and considered placed in service due ioittherent nature in the Company’s
manufacturing process. These patents are beingiaetbover a period ranging from 6.75 years t1%ears.

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 partitipan the measurement date. The fair
value hierarchy prescribed by the accounting liteeacontains 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 supportetlitthyy or no market activity and that are signifitcdo the fair value of the assets
or liabilities. Level 3 assets and liabilities indk financial instruments whose value is determimgdg 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 norrecurring basis. C
August 31, 2011, the Company issued to certaireatiand former stockholders of Apollo Diamond I(f&DI") that were at that time
accredited investors subscription rights value$l14t, 040,000 for the purchase of ADI assets disdlas®&lote 2 measured at fair value on a
nonrecurring basis. The fair value of the ADI suriggion rights was determined based on an apgnaisizh used the Black-Scholes model
whose assumptions were considered by managembatad_evel 3 input. During June 2012, the Compaayéd to certain current and
former stockholders of Apollo Diamond Gemstone @oagion (“ADGC") that are accredited investors surition rights valued at $790,000
for the purchase of ADGC assets disclosed in Nateedsured at fair value on a nonrecurring basie fair value of the ADGC subscription
rights was determined using the Black-Scholes matielse assumptions were considered by managembatad evel 3 input.

As of December 31, 2012, the Company had 445,01%aws outstanding with exercise prices of $0.70spare. The warrants
expire in 2016 and 2017. The warrants were isbyetie Company as compensation for consulting vamdk placement agent services, an
exchange for cash discounts on facility rent, anedvalued at $0.52 per warrant using the Black-fshmodel.

The carrying value of cash and cash equivalentadimg restricted cash, accounts receivable, dksets 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.

11
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Recent Accounting Pronouncements

In September 2011, the Financial Accounting Stassl&oard (“FASB”) issued Accounting Standards UpdafSU”) 2011-08,
Guidance on Testing Goodwill for Impairment. ASQ12-08 gives entities testing goodwill for impaimb¢he option of performing a
gualitative assessment before calculating thevidire of a reporting unit in Step 1 of the goodwilpairment test. If entities determine, on
the basis of qualitative factors, that the fairneabf a reporting unit is more likely than not I#san the carrying amount, the two-step
impairment test would be required. Otherwise Herttesting would not be needed. ASU 2011-08fec#fe for fiscal and interim reporting
periods within those years beginning after Decembe2011. The adoption of this accounting stashdiéat not have a material effect on the
Company’s condensed unaudited financial statements.

In July 2012 the FASB issued ASU No. 2012-02, Testhdefinite-Lived Intangible Assets for Impairniéthe revised standard).
The revised standard is intended to reduce theatmstomplexity of testing indefinite-lived intabtg assets other than goodwill for
impairment. It allows companies to perform a “guadive” assessment to determine whether furthgrainmment testing of indefinite-lived
intangible assets is necessary, similar in appréatie goodwill impairment test. The revised gt is effective for annual and interim
impairment tests performed for fiscal years begigrifter September 15, 2012. Early adoption is fiesgdh The Company will adopt this n
standard in 2013 and the Company does not antictpat its adoption will have a significant impaatits financial statements.

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 pisit results of operations or cash flows upon

NOTE 2— ASSET PURCHASES

The Company purchased certain assets from ADI aqquéiu31, 2011, consisting primarily of diamond girmgvmachines and certain
intellectual property related thereto. The purehaisce consisted of an aggregate of $2,000,0@0ciombination of cash and a promissory
note bearing interest at 4.00% annually, plus theseription rights for certain current and formercgholders of ADI that are accredited
investors to acquire approximately 16 million sisas&é common stock of the Company for $0.01 pereskitue “ADI Offering”). The
Company has estimated the fair value of these Abs$eription rights to acquire shares of commonkstdche Company for $0.01 per share
to be $0.69 per right. At the date of the tranisacthe fair value of the subscription rights vd4,040,000, and this amount was credited to
additional paid-in capital. The fair value of th®P,subscription rights was determined using thecBi&choles model with the following
assumptions: estimated volatility of 100%, riskefiaterest rate of 0.1%, and an expected life yédr. The promissory note from this asset
purchase was settled in full in December 2012.

The following table reflects our purchase priceedltion of the assets at the time of acquisition:

Machinery and equipme! $ 943,68!
Reactors 2,311,8%1
In-process research and development 9,784,49
Total $ 13,040,00

The Company completed a third-party valuation tteaeine the fair value of the assets acquired. firfag amounts allocated to the
ADI assets acquired are based upon the resultebf/aluation appraisal.

On June 5, 2012, the Company acquired certaineodsisets of ADGC (the “ADGC Asset Purchasedsisting primarily of culture
diamond gemstone-related know-how, inventory, aribus intellectual property, in exchange for $000, in cash and the right for certain
current and former stockholders of ADGC that wertha time accredited investors to acquire up fwaxmately 1 million shares of comm
stock of the Company for $0.01 per share (the “ADGiring”) with the intent that the ADI Offering be conductdstantially concurrent
with the ADGC Offering (collectively, the “ADI/ADGGtockholder Offering”). The Company paid the $000 cash portion of the ADGC
Asset Purchase during the month of December 20h2. ADI/ADGC Stockholder Offering began in June avab substantially completed as
of December 31, 2012. The Company has estimateththvalue of such subscription rights to be $Qo@r right. At the date of the
transaction, the aggregate fair value of such sigigEm rights was $790,000, and this amount waslited to additional paid-in capital. The
fair value of such rights to acquire shares of cammstock of the Company was determined using thelBScholes model with the following
assumptions: estimated volatility of 100%, riskefiaterest rate of 0.1%, and an expected life wiodiths.

12




Table of Contents

The following table reflects our preliminary pursleagprice allocation of the assets:

Inventory $ 150,00t
In-process research and development 740,00(
Total $ 890,00!

The Company is in the process of obtaining appiasfahe assets acquired and expects to adjugiurease price allocation no
later than March 31, 2013, as necessary.

During the three months ended December 31, 20@2C8mpany issued 1,336,708 shares of common stoskignt to the
ADI/ADGC Stockholder Offering and on that date @empany had issued 14,337,473 shares under thaAdRADGC subscription rights.
On December 31, 2012 a maximum of 2,662,527 shiareained available to be issued as part of the ADBC Stockholder Offering. The
Company is in the process of matching ADI and AD®CEords with subscription documents submitted lognér ADI and ADGC
shareholders and expects to be completed by MdrcB@ 3. As of February 11, 2013 a total of 15,978 shares had been issued under
these rights.

NOTE 3— INTANGIBLE ASSETS

During the three months ended December 31, 2082C8&mpany evaluated its patent portfolio and atknt&6,359,924 of acquired
in-process research and development to specifenpsathat are being used by the Company for itsufaaturing operations. These patents
were considered in service by the Company duriegytrarter and the values assigned are being aexbuiz a straight-line basis over the
remaining effective lives of the patents.

Intangible assets consist of the following:

December 31 March 31,
Life 2012 2012
Patents, ne 6.75-15.67 6,203,81 —
In-process research and developr Indefinite 4,164,57! 9,784,49
Total $ 1036839 ¢ 9,784,49

Total amortization expense during the three and mionths ended December 31, 2012 was $156,106e Was no amortization
expense for the three months ended December 31, 201

Total annual amortization expense of intangibletssts estimated to be as follows:

Fiscal Year Ending

March 31, 201: $ 312,21
March 31, 201 624,42¢
March 31, 201! 624,42¢
March 31, 201¢ 624,42¢
March 31, 201" 624,42¢
Thereaftel $ 3,393,90I

NOTE 4— NOTES PAYABLE

In conjunction with the purchase of certain aséets ADI on August 31, 2011, the Company enteréd ampromissory note bearing
interest at 4.00% annually. The promissory note p&id in full during the month of December 2012.
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NOTE 5— CAPITAL STOCK
The authorized capital of the Company is 75,000@8f@mon shares with a par value of $ 0.001 pereshar

In December 2009, the Company issued 2,000,00@sldicommon stock, at a price of $0.002 per sliaréotal cash proceeds of
$4,000.

In January through March 2010, the Company iss,#@04000 shares of common stock, post 2-for-1 fodveplit, at a price of
$0.005 per share for total cash proceeds of $22,000

During the three months ended September 30, 2B&1Company issued 18,717,570 shares of common.s@okAugust 5, 2011,
3,200,000 shares were issued in a 2-for-1 forwplitifsom Krossbow Holding Corp. shareholders. @gsst of a private placement, 2,517,570
shares were issued at a price of $0.70 per shatetfd cash proceeds, net of fees, of $1,679,A64000,000 shares were issued at a market
value price of $0.02 per share to purchase the ri&gie Diamond Technology Corporation” (the “Sciame”) for a total purchase price of
$260,000. The Company purchased the Scio namedrprivately-held Nevada corporation named Sciaridiad Technology Corporation
(“Private Scio”). The Company and Private Scioe@méties under common control. ASC 805-50-30&kest that when accounting for a
transfer of assets between entities under commomatpthe entity that receives the asset shdikity measure the recognized asset at the
carrying amount in the accounts of the transferentity at the date of the transfer. As the Se@ima acquired had no carrying value, the v
of the shares given to purchase the Scio nameseoeded as a deemed distribution so that the atiogubasis of the Scio name remaine
zero. In addition, the Company issued 17 milliabscription rights with an exercise price of $0p&t share to certain current and former
stockholders of ADI and ADGC as part of the ADI ahidGC asset purchases discussed in Note 2.

During the three months ended December 31, 2021C&mpany issued 3,908,000 shares at a price 00 $@r share for total cash
proceeds, net of fees, of $2,672,059. In Januaiy 2the Company issued 1,875,500 shares of constock at a price of $0.70 for total net
cash proceeds of $94,499.

During the three months ending June 30, 2012, Copnjssued 2,538,750 units, each consisting of baeesof common stock and
one warrant for the purchase of a share of comrtamk st a strike price of $1.60 at a unit pric&s6f80 for total net cash proceeds of
$1,998,920.

During the three months ending September 30, 20@&)pany issued 2,040,000 units, each consistimmefshare of common stock
and one warrant for the purchase of a share of camstock at a strike price of $1.60 at a unit pa€&0.80 for total net cash proceeds of
$1,624,257.

During the three months ended September 30, 2B@2;0ompany issued 13,000,765 shares under the AdDABGC subscription
rights.

During the three months ending December 31, 20b#gany issued 312,500 units, each consisting obaee of common stock
and one warrant for the purchase of a share of camstock at a strike price of $1.60 at a unit pa€&0.80 for total net cash proceeds of
$250,000.

During the three months ended December 31, 20&2-tmpany issued 1,336,708 shares of common stoskignt to the
ADI/ADGC Stockholder Offering.

The Company had 45,241,793 shares of common séeakd and outstanding as of December 31, 2012ichwih000,000 were he
in treasury.

As of December 31, 2012, the Company had 445,014ws outstanding with exercise prices of $.70gare. The warrants exp
in 2016 and 2017. The warrants were issued bZtrmpany as compensation for consulting work andgpieent agent services, and in
exchange for cash discounts on facility rent ateedat $.52 per warrant using the Black-Scholedeho
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The assumptions used and the calculated fair \@#ltlee warrants issued is as follows:

Expected dividend yiel 0.0(%
Risk-free interest rat 1.0%%
Expected life in year 5.0C
Expected volatility 100(%
Weighted average calculated value of warrants gt $ 0.52Z

NOTE 6— SHARE-BASED COMPENSATION

On November 30, 2012, the Company'’s former Chieddtitive Officer and former Chief Financial Offigesigned from the
Company. Pursuant to agreements entered intoninemion with their respective resignations, anregate of 2,725,000 unvested and an
aggregate of 1,400,000 vested stock options, fotah of 4,125,000 stock options, previously grdriethese officers were forfeited. The
financial impact of these forfeitures is a reductad stock based compensation of $221,719 duriadittee months ended December 31, Z
In addition, the Chief Executive Officer surrend&de000,000 share of common stock with $0.001 parevto the Company, which are held
in treasury.

On December 5, 2012, the Company granted to Steph&elley, its then newly-appointed Chief Execeti®fficer options to
purchase a total of 3,200,000 shares of the Compatgck at $1.01 per share, which was equal telibsing price on the date of the grant.
Of the 3,200,000 stock options, 600,000 stock mgtivested immediately upon employment and 2,600568¢k options were to vest upon
achievement of specific management objectives distmemployment tenure, cumulative cash flow antidative revenue. As of the date
grant, management of the Company anticipated tisahverage term of the options granted to Mr. lgalleuld be five years, and the
Company reserved a pool of shares to be issued exmise of such options. Using the Black-Schofg#on pricing model, management
determined that the options issued on Decembed®, Bad a value of $0.75 per option on the dateefrant and total compensation costs
of $512,500 were recognized for certain of thed®aop as of December 31, 2012. Compensation eggenshe remaining options would
have been immediately recognized when managemésaeed that the relevant objectives had becomsorably probable to occur. As
discussed below in Note 8, Mr. Kelley resigned fribia Company effective January 24, 2013. No optignanted to Mr. Kelley had been
exercised as of his date of resignation, and agogigdpursuant to his stock option award agreemahhis stock options were forfeited on
that date. The Company anticipates that $62,5@0e0$tock option expense recognized in the thremtins ending December 2012 will be
reversed in the fiscal quarter ending March 31,3201

On December 14, 2012, the Company granted thetffiear existing members of its Board of Directordap to purchase a total of
250,000 shares of the Company’s stock as compendati serving on the Board during 2012. Thes@aoptwere fully vested on the date
granted. The grant price of $1.02 was equal t@lbging price on the date of grant. Using thecBl&choles option pricing model,
management has determined the options issued cenfibes 14, 2012 had a value of $0.63 per optiorherdate of the grant. Total
compensation costs of $157,500 have been recogfizdidese options as of December 31, 2012.

For the three and nine months ended December 32, &@d 2011, the Company recognized $457,230 aj1@4$Bb79 and $0 and $0,
respectively, as compensation cost for optionsidsand recorded related deferred tax asset afr@dlIfperiods.

The assumptions used and the calculated fair \&fltiee December 5, 2012 options are as follows:

Expected dividend yiel 0.0(%
Risk-free interest rat .61%
Expected life in year 5.0C
Expected volatility 10C(%
Weighted average calculated value of options gas $ 0.7%
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The assumptions used and the calculated fair \@#ltiee December 14, 2012 options are as follows:

Expected dividend yiel 0.0(%
Risk-free interest rat .34%
Expected life in year 3.0C
Expected volatility 10C(%
Weighted average calculated value of options gas $ 0.6<

At December 31, 2012, unrecognized compensatiotrelzed to non-vested awards was $2,095,32ahi®&amount $1,887,500
was related to options granted to Stephen D. Kedlay former Chief Executive Officer.

The following is an analysis of options to purchakares of the Company’s stock issued and outstgndi

Weighted Average

Options Exercise Price
Options outstanding, September 30, 2 5,767,501 $ 0.7z
Grantec 3,450,001 1.01
Exercisec — —
Expired/cancelled 4,125,001 72
Options outstanding, December 31, 2012 5,092,501 $ 0.92
Options exercisable, December 31, 2012 1,768,500 $ 0.7¢

The intrinsic value of options outstanding and pfi@ns exercisable at December 31, 2012 was $58%8d $317,255, respectively.

NOTE 7— RELATED PARTIES

The Company incurred expenses of $30,410 and $86ptProfessional and consulting services providgddamsMonahan, LLP,
a firm in which our board members, Edward S. Adamd Michael R. Monahan, are partners, for the tareknine months ended
December 31, 2012, respectively. For the threenamelmonths ended December 31, 2011, the Compdmyotlincur expenses for
professional and consulting services provided bgrAsMonahan, LLP.

On August 5, 2011, the Company executed the Scset¥urchase Agreement with Private Scio. Undetdims of the Scio Asset
Purchase Agreement, the Company purchased the ‘f&miceDiamond Technology Corporation” and acquiotider rights from Private Scio
for 13,000,000 newly issued shares of common stbthe Company. Our directors Edward S. AdamsMiuthael R. Monahan were
directors of Private Scio and Joseph D. Lanciafoumer Chief Executive Officer, was an officerRriivate Scio, and they owned 31.5%,
31.5% and 15.4%, respectively, of Private Scio.th&ttime that the Scio Asset Purchase Agreemesitewacuted, Mr. Adams and
Mr. Monahan had control of the Company. Mr. Adaand Mr. Monahan each acquired, directly or indlyeet, 100,000 shares of our
common stock pursuant to the Scio Asset Purchaseeftgent, and Mr. Lancia acquired 2,000,000 sharesupnt to the Scio Asset Purchase
Agreement.

The Company purchased certain assets from ADI qguéiu31, 2011, consisting primarily of diamond girgyvmachines and
intellectual property related thereto. The purehaisce consisted of an aggregate of $2,000,0@0ciombination of cash and a promissory
note bearing interest at 4.00% annually and dueoaridg in full on September 1, 2012, plus the rifgintcertain current and former
stockholders of ADI to acquire approximately 16limil shares of common stock of the Company for $@€r share. These rights were
valued at $11,040,000 in total using the Black-$&hmodel. Both Mr. Adams, in an executive roled Mr. Monahan previously served in
various capacities with ADI through early 2011.
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On June 5, 2012, the Company acquired substantitllbf the assets of ADGC, consisting primarilycoftured diamond gemstone-
related know-how, inventory, and various intellettproperty, in exchange for $100,000 in cash &aedpportunity for certain current and
former stockholders of ADGC that are accreditedstors to acquire up to approximately 1 millionrsiseof common stock of the Company
for $0.01 per share. These rights were valued@@d$00 in total using the Black-Scholes modé¥ir. Adams and Mr. Monahan served in
various capacities with ADGC through early 2011.

The ADI Offering and the ADGC Offering began in 82012 and has been substantially completed atrilezre31, 2012 except for
ongoing efforts relating to matching of ADI and ABGecords and subscription documents submittedg@ompany.

NOTE 8— SUBSEQUENT EVENTS

Our former Chief Executive Officer, Stephen D. i€gllresigned from his office effective January 2313. None of the 3,200,000
stock options previously granted to Mr. Kelley tmEn exercised as of his date of resignation druf Hie stock options previously granted
to Mr. Kelley were forfeited under the terms of ktsck option award agreement. The Company aatefpthat $62,500 of the stock option
expense recognized in the three months ending Deme?®12 will be reversed in the fiscal quarteriegdiarch 31, 2013.

On January 31, 2013, the Company executed an emplayletter with its existing Chief Operating Offircunder which he agreed to
serve as the Company’s Chief Executive Officeraffe February 1, 2013. In connection with his@ppment, Mr. McMahon was granted
1,500,000 stock options, of which 271,250 veste&eoruary 1, 2013 and the remainder are to vest tippachievement of specific
objectives including employment tenure, cumulatiash flow and cumulative revenue.

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 otflee views of the management of the
Company with respect to certain future events. Bogwooking statements made by penny stock issuers as the Company are excluded
from the safe harbor in Section 21E of the Se@siExchange Act of 1934. Words such as “expetthguld,” “may,” “will,” “believes,”
“anticipates,” “intends,” “plans,” “seeks,” “estirtes” and similar expressions or variations of swolnds, and negatives thereof, are intended
to identify forward-looking statements, but are tia exclusive means of identifying forward-lookistatements in this report. These
forward-looking statements are based on assumptti@isnay be incorrect, and there can be no asseithat matters anticipated in our

forward-looking statements will come to pass.

Forward-looking statements are subject to ceraksrand uncertainties which could cause actualte® differ materially from those
anticipated. Such risk and uncertainties inclix,are not limited to: (1) if the Company is nbteato obtain further financing, its business
operations may fail, (2) the Company has only sthgenerating revenue and has not generated mosjigrating cash flow, and as a result,
faces a high risk of business failure, (3) the Canys lack of diversification increases the risks agged with its business and an investnr
in the Company, and the Company’s financial condithay deteriorate rapidly if it fails to succeadieveloping its business, (4) the
Company may not effectively execute its busineas pr manage its potential future business devedopni5) the Company’s business could
be impaired if it fails to comply with applicablegulations, (6) the Company has experienced sufatamnover of key management
personnel and may not be able to attract and rk&irmanagement personnel to manage the Compdalparatory scientists to carry out its
business operations, which could have a materigraé effect on its business, (7) the Company kpsreled time and resources in
connection with the restatement of its financiatatents and other disclosures and the Companyermend a substantial amount of time
and in connection with responding to potential inigs or legal actions by the Securities and Exgea@ommission, stockholders or other
parties, which may impair its ability to raise dapand to operate its business, (8) the Compamy'snues have derived primarily from a
single customer and may continue to be concentrattitk future, and (9) such other risks and uaiaties as have been disclosed or are
hereafter disclosed from time to time in the Conyfilings with the Securities and Exchange Consias, including, without limitations
described under Risk Factors set forth in Pateml1A of the Company’s Form 10-K for the fiscahyended March 31, 2012.

You are cautioned not to place undue reliance omgal-looking statements. You are also urged ¥eere and consider carefully the various
disclosures made in the Company’s other filing$ihie Securities and Exchange Commission, includingamendments to those filings.
Except as may be required by applicable laws, th@@any undertakes no obligation to update pubbaly forward-looking statements for
any reason, even if new information becomes availabother events occur in the future.

GENERAL
Corporate History

We were incorporated on September 17, 2009 in téte $f Nevada under the name Krossbow Holdingp@ation (“Krossbow”).
Krossbow's original business plan was focused d¢getting carbon dioxide (CO2) emissions throughdfeation and protection of forest-
based carbon “sinks.” Krossbow planned to assatmn resource potentials, prescribe and implemergystem restorations to develop
those resources, and thereby generate carbon pffsdiicts. However, we have since abandoned thgahal business plan and restructured
our business to focus on man-made diamond techypalegelopment. We decided to acquire existingrieldgy and to seek to efficiently
and effectively produce man-made diamond. In cotmeevith this change in business purpose, Krosstleanged its name to Scio Diamond
Technology Corporation to reflect its new busingissction.

On August 5, 2011, Edward S. Adams and Michael Bn&han, both of whom now serve on the Company’sdofDirectors, acquired
control of the Company through the purchase ofilion (2,000,000) shares of the Company’s issaed outstanding common stock from
Jason Kropp, Krosshow's sole director and execudffieer at that time, in accordance with a comrstotk purchase agreement among
Mr. Kropp, Mr. Adams and Mr. Monahan. Concurremtligh the execution of the common stock purchaseegent, Mr. Kropp resigned
from all positions with Krossbow, including, buttdinited to, that of President, Chief ExecutivefiGdr, Chief Financial Officer, Treasurer,
Secretary and Director.
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On August 5, 2011, the Company executed an AssehBse Agreement (the “Scio Asset Purchase Agregneith another privately-held
Nevada corporation that also had the ni“*Scio Diamond Technology Corporation” (“Private 89i Under the terms of the Scio Asset
Purchase Agreement, the Company purchased the ‘f&mieeDiamond Technology Corporation” and acquiotider rights from Private Scio
for 13,000,000 newly issued shares of common stbtle Company. Mr. Adams and Mr. Monahan weredors of Private Scio and our
former Chief Executive Officer Joseph D. Lancia wasfficer of Private Scio, and they owned 31.8%5%, and 15.4%, respectively, of
Private Scio. Mr. Adams and Mr. Monahan each aeglidirectly or indirectly, 4,100,000 shares of oommon stock pursuant to the Scio
Asset Purchase Agreement, Mr. Lancia acquired 200@0shares pursuant to the Scio Asset Purchassefignt.

On August 31, 2011, the Company acquired certaata®f Apollo Diamond, Inc. (“ADI”) (the “ADI AsgéPurchase”), consisting primarily
of diamond growing machines and intellectual propeglated thereto, for which the Company paid Alaggregate of $2,000,000 in a
combination of cash and a promissory note to AlRlconnection with the ADI Asset Purchase, the Canypalso agreed to provide certain
current and former stockholders of ADI that weréhattime accredited investors the right to acqupé¢o approximately 16 million shares of
common stock of the Company for $0.01 per shaee“@DI Offering”). Accordingly, the purchase pri¢er the ADI assets was an aggregate
of $2,000,000, in a combination of cash and a pseory note, plus the ADI subscription rights.

On June 5, 2012, the Company acquired substantithlbf the assets of Apollo Diamond Gemstone Caapon (“ADGC") (the “ADGC
Asset Purchase”), consisting primarily of cultuthdmond gemstone-related know-how, inventory, aamibus intellectual property, in
exchange for $100,000 in cash and the opportuaitgédrtain current and former stockholders of AD(B& are accredited investors to acg
up to approximately 1 million shares of common ktotthe Company for $0.01 per share (the “ADGCe@iffg”) with the intent that ADI
Offering be conducted substantially concurrentlthwhe ADGC Offering (collectively, the “ADI/ADGCt8ckholder Offering”).

During the three months ended December 31, 2022C8dmpany issued 1,336,708 shares of common stoskignt to the ADI/ADGC
Stockholder Offering. Cumulatively as of DecemBgr 2012, the Company has issued 14,337,473 shades the ADI and ADGC
subscription rights. On December 31, 2012 themsaired a maximum of 2,662,527 shares available tssued as part of the ADI/ADGC
Stockholder Offering. The Company is in the preoaifinalizing the matching of ADI and ADGC recsrdith subscription documents
submitted by hundreds of former ADI and ADGC shatéérs and expects this process to be completédaogh 31, 2013. As of
February 11, 2013, a total of 15,576,973 sharesdbad issued under these rights.

Business Overview

The Company’s primary mission is the developmergrofitable and sustainable commercial applicationsts planned mass production of
high quality, single-crystal diamond in a laborgtenvironment using its diamond technology and matk mosaic production approach. The
Company intends to target both the commercial/ivdiisand gemstone markets and anticipates oppitigsrnn areas including, but not
limited to, cutting devices, life sciences, diamgainstone jewelry, power switches, optoelectrorinsg, semi-conductors.

As of September 30, 2012, the Company had beguergtimg limited revenue from the sale of diamondemals. On July 24, 2012, the
Company announced that it had signed a purchase with an international supplier of precision damd cutting tool products pursuant to
which the Company is providing Chemical Vapor Dssiion (“CVD") single crystal diamond in specifiegafer sizes. Through

December 31, 2012, the Company sold approximatlp H00 of product under this purchase order. Uoerain circumstances and
depending upon, among other things, ongoing deraargbtimated by the end product manufactureratinsement could produce aggregate
sales by the Company of up to an estimated $5,00@jQring the first 24 months of the order.

If the Company is able to produce high-qualityatekely low-cost diamond and diamond materialseiiable quantities, then the products
mentioned above may be incorporated into existpylieations and technologies and spur new techmedogn such case, the Company
expects numerous product development and licermgppgrtunities for the Company. We believe thatutheue physical properties of
diamond combined with consistent availability madssible by our diamond technology and patentechingsoduction approach may lead
to potential market opportunities in electronigstics, communications, and computing.
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RESULTS OF OPERATIONS
Three and Nine Month Periods Ended December 31, 2012 Compared to the Three and Nine Month Periods Ended December 31, 2011

During the three month period ended December 312 2@e recorded net revenue of $555,772, compar&@ tn revenue during the three
months ended December 31, 2011. During the ninghmmeriod ended December 31, 2012, we recorderkenehue of $628,873, compared
to $0 in net revenue for the nine months ended Mbee 31, 2011. The increase in revenue is prigndrik to the Company’s initiation of
production and sales activities.

Our net loss for the three month period ended Déeerdl, 2012 was $1,723,840, compared to a nebfds856,399 during the three months
ended December 31, 2011. Our net loss for themiorth period ended December 31, 2012 was $4,88/¢dnpared to a net loss of
$1,187,806 during the nine months ended Decemhez(1l.

During the three month period ended December 312 2@¢e incurred total operating expenses of $27288,compared to total operating
expenses of $647,625 during the three months eddedmber 31, 2011. During the nine month periatedrDecember 31, 2012, we
incurred total operating expenses of $5,448,408\paoed to total operation expenses of $1,187,588galthe nine months ended

December 31, 2011. The increase in expensesnimply due to the Company’s initiation of productiactivities as well as compensation
expense related to option issuances and execisgance pay. We incurred salary and benefit esgoartluding direct labor costs recorded
in cost of goods sold of $976,837 during the thmemths ended December 31, 2012 and $2,816,653gdiingnnine months ended

December 31, 2012, which the three and nine manthuat included $457,230 and $1,715,399, respegtieélcompensation expense related
to option issuances and $265,803 of severance sggenboth periods ended. We also incurred $8Rlethd $1,220,301 in professional and
consulting fees during the three and nine montiogsy respectively, including litigation defensestsoof approximately $21,119 and
$258,610 for the three and nine months ended Deeefiy 2012, compared to $574,294 and $1,081,4p6oiiessional and consulting fees
during the three months and nine months ended Deeefi, 2011. With production and sales of martufad products continuing, we had
cost of goods sold expense of $605,754 duringhtteetmonth period and $818,646 for the nine moetided December 31, 2012.

Depreciation expense of $152,380 and $307,147 e@sded in cost of goods sold during the threeranel months ended December 31,
2012, respectively. No depreciation expense wearded in cost of goods sold in prior periods.

We have generated limited revenue to offset oueeges, and so we have incurred net losses. Olossgper share for the three month
period ended December 31, 2012 was ($0.04) pee sbampared to a net loss per share of ($0.03hothree months ended December 31,
2011. The weighted average number of sharesamdlisty was 44,437,064 and 23,588,380, respectif@iyhe three month periods ended
December 31, 2012 and 2011.

Our net loss per share for the nine month periattdiDecember 31, 2012 was ($0.14) per share, cempaia net loss per share of ($0.08)
for the nine months ended December 31, 2011. vildighted average number of shares outstanding 8423,493 and 14,562,232,
respectively, for the nine month periods ended bdx 31, 2012 and 2011.

FINANCIAL CONDITION

At December 31, 2012, we had total assets of $06338, compared to total assets of $14,323,173aaitiVi31, 2012. This increase in assets
was primarily related to the purchase of assete #®DGC. We had cash of $1,203,013 at Decembe2@12 compared to cash of $808,516
at March 31, 2012.

Total liabilities at December 31, 2012 were $998@,Gfbmpared to total liabilities of $723,501 at BtaB1, 2012. Total liabilities at
December 31, 2012 were comprised primarily of ant®payable and accrued expenses.

Total shareholders’ equity was $15,390,754 at Déezril, 2012, compared to $13,599,672 at Marcl2@12. Shareholders’ equity
increased $4,044,118 during the period primarilg thucapital raised through private placement ofroon stock. Other components of the
increase in shareholders’ equity included the grahincentive stock options to employees of $1,924, subscription right issuance related
to the ADGC asset purchase$390,000, and warrants issued in exchange fopreglerty lease of $39,000. Offsetting these irsgeas a ni
loss of $4,807,015 for the period.
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CASH FLOWS
Operating Activities

We have not generated positive cash flows fromaipey activities. For the nine month period endet&mber 31, 2012, net cash flows used
in operating activities were $2,441,305 consisprigharily of a net loss of $4,807,015 offset by reash stock option issuance of $1,724,979,
compared to net cash flows used in operating dietsv/for the nine months ended December 31, 2081 @®51,344. The reason for this
increase in cash used in operating activitiesésGbmpany’s commencement of operations and praxmuetitivities.

Investing Activities

For the nine month period ended December 31, 2@dtx;ash flows used in investing activities wer83916, consisting of the purchase of
and deposits on property, plant and equipment. chigh flows used in investing activities were $8@8,for the nine months ended
December 31, 2011.

Financing Activities

We have financed our operations primarily throudhieacements or the issuance of equity or debt gesur For the nine month periods
ended December 31, 2012 and December 31, 201lemerated $3,819,118 and $3,485,123, respectively, financing activities.

LIQUIDITY AND CAPITAL RESOURCES

We expect that working capital requirements wilhttoue to be funded through a combination of ousténg funds, revenue from sales and
further issuances of securities. Our working capéquirements are expected to increase in link thi¢ growth of our business.

Existing cash and revenues are expected to be atetpufund our operations over the next two fisgalrters through June 30, 2013. We |
no lines of credit or other bank financing arrangets. Generally, we have financed operations te ttebugh the proceeds of sales of our
common stock and warrants to acquire common stock.

Since June 30, 2012, the Company achieved spegéddrmance milestones that triggered the fundingl,100,000 in net proceeds under
subscription agreements that were entered intoag d 2012 with respect to the sale of units, aaghconsisting of one share of common
stock and one warrant for the purchase of a sifaseromon stock at a strike price of $1.60 at a priite of $0.80. A total of 1,375,000 units
were issued in connection with this performancesstdne-related funding, which represented the ioaimitment to acquire units under
certain subscription agreements. In addition éftliegoing, since June 30, 2012 and up to DeceBhe2012, the Company has sold an
additional 2,352,500 units for aggregate net prosed $1,874,257.

In connection with our business plan, managemetitipates additional increases in operating expeasel capital expenditures relating to,
among other things: (i) manufacturing operatioiispgévelopmental expenses associated with a gtaliusiness; and (iii) marketing expen
We intend to finance these expenses through thergéon of revenue and with further issuances ofisées. Thereafter, we expect we may
need to raise additional capital and generate t@&to meet long-term operating requirements.

Additional issuances of equity or convertible detturities may result in dilution to our currenastholders. Such securities might have
rights, preferences or privileges senior to our cam stock. Additional financing may not be avaitabpon acceptable terms, or at all. If
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 signifitaand materially restrict our business operations.
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MATERIAL COMMITMENTS AND ARRANGEMENTS

As described above, on August 31, 2011 the Compaqguired certain assets of ADI, consisting prinyaofl diamond growing machines and
intellectual property related thereto, for whiclk Bompany paid ADI an aggregate of $2,000,000dambination of cash and a promissory
note to ADI. The promissory note was paid in fidring the month of December 2012. In connectiith the ADI Asset Purchase, the
Company also agreed to provide certain currenfamder stockholders of ADI that are accredited sBtees the right to acquire up to
approximately 16 million shares of common stockhef Company for $0.01 per share of which approxétyat4,659,996 have been issued at
February 11, 2013 .

On June 5, 2012, the Company acquired substantithllbf the assets of ADGC, consisting primarilycoftured diamond gemstone-related
know-how, inventory, and various intellectual prapein exchange for $100,000 in cash and the rightertain current and former
stockholders of ADGC that are accredited investoi@cquire up to approximately 1 million shareg@imon stock of the Company for
$0.01 per share of which approximately 916,977 hmen issued at February 11, 2013.

The ADI Offering and the ADGC Offering began in éwemd has been substantially completed excepiigoing efforts relating to matching
of ADI and ADGC records and subscription documentsmitted to the Company. The Company expectsrimpiete this process by
March 31, 2013.

The Company understands that most of the outstgradiares of ADI and ADGC were redeemed prior toiarahticipation of the Company’
purchase of assets from ADI and ADGC. Mr. Adams kis spouse owned approximately 2% of the comntaekf ADI and 11% of the
common stock of ADGC (prior to the stock repurclsasg such companies in 2011). Neither Mr. Adamshi®spouse participated in the
ADI Offering or the ADGC Offering. Mr. Monahan tieho stock of ADI and approximately 4% of the stoélADGC (prior to the stock
repurchases by ADGC in 2011). Mr. Monahan didpasticipate in the ADI Offering or the ADGC Offegn Mr. Adams and Mr. Monahan
and their law firm have provided legal servicegach of ADI, ADGC and the Company. Robert C. Lésathe Chairman of the Board of
each of ADI and ADGC, who is also the largest shmitter of each of ADI and ADGC, is the father-invlaf Mr. Adams. Mr. R. Linares
purchased 250,000 shares of common stock of thep@oynas a former ADI stockholder in connection it ADI Offering and ADGC
Offering. Bryant R. Linares, a former executivéiagr of both ADI and ADGC, and the second largastkholder previously of both ADI
and ADGC, purchased 1,000,000 shares of commok sfdbe Company as a former ADI stockholder inreaction with the ADI Offering.
Mr. B. Linares is the brother-in-law of Mr. Adams.

OFF-BALANCE SHEET ARRANGEMENTS

As of the date of this Quarterly Report, we dolmmie any off-balance sheet arrangements that hreane seasonably likely to have a current
or future effect on our financial condition, chaage financial condition, revenues or expensesjltesf 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 accountinglip@es in the notes to our audited financial stegats filed with our Form 10-K for the
fiscal year ended March 31, 2012.

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 consider these accogiptiticies to be critical accounting policies. Tlhdgment and assumptions we use are based
on historical experience and other factors thabeleve to be reasonable under the circumstanaeawBe of the nature of the judgments and
assumptions we make, actual results could diffanfthese judgments and estimates and could m#yeafédct the carrying values of our
assets and liabilities and our results of operation

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

The Company purchased certain assets from ADI qquaiu31, 2011, consisting primarily of diamond girmyvmachines and intellectual
property related thereto. The purchase price stetsiof an aggregate of $2,000,000 in a combinati@ash and a promissory note bearing
interest at 4.00% annually and due and owing indinlSeptember 1, 2012, plus the right for certaiment and former stockholders of ADI to
acquire up to approximately 16 million shares ahowon stock of the Company for $0.01 per share. Jdmpany has estimated the fair
value of these subscription rights to be $0.69iggt, for a total of $11,040,000 for these rights.

The following table reflects our purchase priceedition of the assets:

Machinery and equipme! $ 943,68!
Reactors 2,311,8%1
In-process research and development 9,784,49
Total $ 13,040,00

The Company completed a third-party valuation ttedeine the fair value of the assets acquired. firfag8 amounts allocated to the assets
acquired are based upon the results of that valuaippraisal.

We believe that the acquisition of these asseta #®I was not the acquisition of a “business” withihe definition set forth in GAAP or
Rule 11-01(d).

On June 5, 2012, the Company acquired substantitilbf the assets of ADGC, consisting primarilycoftured diamond gemstone-related
know-how, inventory, and various intellectual prdpein exchange for $100,000 in cash and the dppdy for certain current and former
stockholders of ADGC that are accredited investoi@cquire up to approximately 1 million shareg@imon stock of the Company for
$0.01 per share with the intent that ADI Offerlmgyconducted substantially concurrently with the@MDOffering. The ADI Offering and th
ADGC Offering began in June and have been subatBntiompleted except for ongoing efforts relatingnatching of ADI and ADGC
records and subscription documents submitted t€timapany. As of December 31, 2012, the Companyidsackd 14,337,473 shares of
common stock pursuant to the ADI/ADGC Stockholdéie€ing. There remained on December 31, 2012, @man of 2,662,527 shares
available to be issued as part of the ADI/ADGC Shwdder Offering. As of February 11, 2013, a maximof 1,423,027 shares remained
available to be issued.

The following table reflects our preliminary pursleagprice allocation of the assets:

Inventory $ 150,00(
In-process research and development 740,00(
Total $ 890,00t

The Company is in the process of obtaining appisaahe assets acquired and expects to adjugiutahase price allocation no later than
March 31, 2013, as necessary.

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

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
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Leasehold improvements are depreciated over tikerd@sd the remaining term of the lease or thedffthe asset (generally three to five yee

Expenditures for major renewals and bettermentsetkignd the useful lives of property and equipnagatcapitalized. Expenditures for
maintenance and repairs are charged to expensewasad. Manufacturing equipment was placed ietoise beginning July 1, 2012.

After initial recognition, tangible assets acquitkdt are used in commercialization activitiesazeounted for in accordance with their
nature. FASB ASC 360 requires that these assatkabsified as indefinite-lived until the completior abandonment of the associated
commercialization efforts, at which time the assetld be considered to be placed in service aneiigy would determine the assets’
appropriate useful lives. In consideration theraaf believe that the useful life of the reactahe (primary tangible assets) is indefinite until
such time as the production and effective commlizaigon of the production of the reactors (labagnodiamond) occurs or is more definite.
The mechanical components of the reactors haviévedialong lives, upwards of ten (10) years, the tapacity limitations of the reactors
may render them obsolete from an efficiency pertspeas technology in the industry continues tolexoWe, therefore, plan to reassess or
re-determine the useful lives of such assets amanal basis. The lives of the remainder of thgitde assets will be considered based on
their technological and functional obsolescencedamteciated accordingly once they are placedrivicee

Intangible Assets

Intangible assets, such as acquired in-procesandsand development “IPRD” costs, are considerdthte an indefinite 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. Managemerd’estimate of useful life of any patents when plaoeservice is a critical judgment. Managemeraleates indefinit
life intangible assets for impairment on an anrzsis and on an interim basis if events or chamgeiscumstances between annual
impairment tests indicate that the asset mightipmired. The ongoing evaluation for impairmenttsfindefinite life intangible assets requ
significant management estimates and judgment. algement reviews definite life intangible assetdrfgrairment 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, 2012.

During the quarter December 31, 2012, managemeheofompany conducted a strategic review of tellectual property portfolio and
determined that a substantial portion of the pbafshould be considered for placement in servige @ the inherent value of the patents to
the on-going manufacturing operations. As a remittingible assets in the amount of $6,395,928ipusly classified as IPRD were assigned
to specific patents and considered placed in servihese patents are being amortized over a pexiggng from 6.75 years to 15.67 years
corresponding to their remaining life.

The Company continues to classify the remaing paterifolio as IPRD and believes that the IPRD &léarnative future uses. At such time
that production begins and commercialization of ffortion of the intellectual property portfoliogies, then the, segmentation and
bifurcation of the remaining IPRD asset to finiteel commercialized intellectual property assetslva considered. Applicable accounting
guidance requires an indefinite life for IPRD assettil such time as the commercialization candaesonably estimated at which time the
assets will be available for their intended usé.sudch time as those requirements are met, weviedliat consideration of the legal life of the
intellectual property protection should be of coesable importance in determining the useful lifgpon commercialization and
determination of the useful life of the intelledtpaoperty assets, consideration will be givenhi® éventual expiration of the intellectual
property rights underlying certain critical aspeat®ur manufacturing process.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Not applicable
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ITEM 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Disclosure controls and procedures refer to comimald other procedures designed to ensure thatriafmn required to be disclosed by the
Company in the reports that it files or submitsemithe Exchange Act is recorded, processed, sumathand reported within the time peri
specified in the Securities and Exchange Commissites and forms, and that such information is eadated and communicated to the
Company’s management, including its principal exeewfficer and principal financial officer, as@ppriate, to allow timely decisions
regarding required disclosure. Under the supaemiand with the participation of the Company’s ngeraent, including the Chief Executive
Officer and the Interim Chief Financial Officer, warried out an evaluation of the effectivenesthefdesign and operation of our disclosure
controls and procedures as defined in ExchangdrAlg 13a-15 as of December 31, 2012, the end gi¢hed covered by this report. We
applied our judgment in the process of reviewirgsthcontrols and procedures, which, by their natane provide only reasonable assurance
regarding our control objectives. Based upon thatuation, our Chief Executive Officer and the hirte Chief Financial Officer have
concluded that our disclosure controls and proesiurere not effective as of December 31, 2012.

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, 2012, in the following areas:

e Lack of complete written documentation of our intdrcontrol policies and procedures.

e Lack of a functioning audit committee due to a lafla majority of independent members and a lack wfajority of outside
directors on our board of directors, resultingriaffective oversight in the establishment and fiomithg of required internal controls
and procedures.

» Insufficient communication processes in connectiith period end financial disclosure and reporting.

»  Due to our small size, limited segregation of dutrecertain areas of our financial reporting atitkoaccounting processes and
procedures.

In addition, in March 2012, we changed outsidal@gunsel in an effort to improve the disclosulteiee available to us. To further
remediate our identified weaknesses, our goal wamplement the following changes during our fisgsér ending March 31, 2013:

e Adding one or more independent directors and a@staby an audit committee.
* Refining our internal procedures, including our coumication and data gathering processes in cormmestith period end financial
disclosure and reporting.

During the period covered by this quarterly remortForm 109, we have not been able to remediate the mateeiaknesses identified abo'
nor have we succeeded in implementing the goalfogbtabove, largely due to internal turnoverhie tanks of our executive officers,
including our former Chief Executive Officer andi€hFinancial Officer, who resigned on November 3012. We are in the process of
taking steps to enhance and improve the desigarahternal control over financial reporting, and plan to take additional steps during our
fiscal quarter ending March 31, 2013, continuing iour fiscal year ending March 31, 2014.

Changesin Internal Control over Financial Reporting

Other than as discussed above in connection wigloiog remediation efforts, there were no changeéeérCompany’s internal control over
financial reporting (as defined in Rules 13a-1bfffler the Exchange Act) during the quarter endezkBber 31, 2012 that have materially
affected, or are reasonably likely to materiallfeaf, the Company'’s internal control over finaneigborting.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS
None
ITEM 1A. RISK FACTORS

Not applicable (the Company is a smaller reportampany).
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

During the quarter ending December 31, 2012, Comzmued 312,500 units, each consisting of oneesbiacommon stock and one warrant
for the purchase of a share of common stock atlegirice of $1.60 at unit price of $0.80 for fotash proceeds, net of fees, of $0. The
warrants are immediately exercisable and will awattically expire on the third anniversary of thausslate, as defined in the warrants. The
number of shares of common stock of the Companwfach, and the price per share at which, a walisaexercisable are subject to
adjustment upon the occurrence of certain evemttyding, without limitation, a stock dividend, skosplit, or a merger of the Company, as
provided in the warrant. The transfer of the wiatriend the shares issued upon exercise of the mtara subject to the transfer restrictions
applicable to restricted securities, and the temsf the warrants is further subject to a one-yeatriction on the transfer of any warrant.

The offering and sale of the units has been cowdlict reliance upon an exemption from registraficovided for by Rule 506 of Regulation

D and Section 4(2) of the Securities Act of 193 (tSecurities Act”). No form of general solicitat or general advertising was used by the
Company, or any representative of the Companypimection with the offer or sale of the units. [Ea€the investors was an accredited
investor. The units, consisting of the sharestardvarrants, have not been and will not be regidtender the Securities Act and may not be
offered or sold in the United States absent reagistn or an applicable exemption from registratiequirement. The warrants and the shares
of Company common stock sold in the offering asdrieted securities, have been appropriately legérad such, and cannot be transferred
unless they have been registered, or there isempmion from registration, under applicable fedarad state securities laws.

In June of 2012, the Company began conducting the@fering and the ADGC Offering, pursuant to whicertain current and former
stockholders of ADI and ADGC that are accreditegestors have the opportunity to acquire up to ajregate of approximately 17 million
shares of common stock of the Company for $0.0kpare. The ADI Offering and the ADGC Offering bagn June and have been
substantially completed except for ongoing effoelating to matching of ADI and ADGC records andseription documents submitted to
the Company. The offering and sale of the Compamymaon stock pursuant to the ADI Offering and the@D Offering is being conducted
in reliance upon an exemption from registrationvded for by Rule 506 of Regulation D and Secti¢®) 4f the Securities Act. No form of
general solicitation or general advertising waglusgthe Company, or any representative of the Gampin connection with the offer or si
of the common stock. Each of the purchasers imotfegings has represented that such purchaseras@edited investor. The shares of
Company common stock to be sold have not been #hdotbe registered under the Securities Act aray not be offered or sold in the
United States absent registration or an applicakéenption from registration requirement. The sha@feCompany common stock sold in the
offering are restricted securities, have been gpately legended as such, and cannot be trandfentess they have been registered, or there
is an exemption from registration, under applicdbtieral and state securities laws. During theghimonths ended December 31, 2012, the
Company issued 1,336,708 shares of common stockignt to the ADI/ADGC Stockholder Offering.

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:

10.1

10.2

10.3

10.4

10.5

10.6

31.01

31.02

32.01

101

Agreement of Separation, Waiver, and Release @ploB. Lancia (incorporated by reference to ExHibitl to the Form 8-
K filed with the Securities and Exchange CommissiarDecember 7, 2012).

Agreement of Separation, Waiver, and Mutual Relefgegharles G. Nichols (incorporated by refererc&xhibit 10.2 to
the Form 8-K filed with the Securities and Excha@pmmission on December 7, 2012).

Employment Letter Agreement of Stephen D. Kelleg@rporated by reference to Exhibit 10.3 to thenk8¢K filed with
the Securities and Exchange Commission on Decem(2€12).

Employment Letter with Michael McMahon (incorporetey reference to Exhibit 10.1 to the Form 8-Kdileith the
Securities and Exchange Commission on Februa29¥?).

Scio Diamond Technology Corp. 2012 Share Incer®iam (incorporated by reference to Exhibit 10.thForm 8-K filed
with the Securities and Exchange Commission omuzeh 4, 2012).

Form of Stock Option Grant Agreement (Non-Qualifisck Option) (for Non-Employee Directors).

Rule 13a-14(a) Certification of the Chief Execut®éicer.*

Rule 13a-14(a) Certification of the Interim Chieh&ncial Officer.*

Section 1350 Certifications of the Chief Execut@#icer and Interim Chief Financial Officer.*

The following materials from the Quarterly Repontleorm 10-Q of Scio Diamond Technology Corporafimmthe quarter

ended December 31, 2012, formatted in eXtensibkrggs Reporting Language (XBRL): (i) Balance Stieet
(ii) Statements of Operations; (iii) StatementSbareholders’ Equity; (iv) Statements of Cash Flamd (v) Notes to the

Unaudited Financial Statements.

*  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, 2013 /s Michael McMahon

By: Michael McMahor
Its: Chief Executive Office

Dated: February 14,2013 /s/ Jonathan M. Pfohl

By: Jonathan M. Pfot
Its: Interim Chief Financial Office
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Exhibit 10.6
SCIO DIAMOND TECHNOLOGY CORPORATION

FORM OF
STOCK OPTION GRANT AGREEMENT

(Nonqualified Stock Option)

This Stock Option Grant Agreement (the “Agreemerg’@ntered into on | ], 201] by and between Scio Diamond
Technology Corporation, a Nevada corporation (fBerporation”), and [ _, p non-employee director of the Company (“Diretitor
effective after the close of business on [ ], 201[ ] (the “Grant Date”).

1. Grant of Option . The Corporation hereby grants to Director, pansuo the 2012 Share Incentive Plan (the “Plaam”),
non-qualified option to purchase from the Corpamatiat a price of $[ ] per share (the “Eei®e Price”), up to [ ] shauef
Common Stock of the Corporation, $0.001 par vadubject to the provisions of this Agreement andRlan (the “Option”). The Option sha
expire at 5:00 p.m. Pacific Time on the last busingay preceding the three (3) year anniversattyeoGGrant Date (the “Expiration Date”),
unless fully exercised or terminated earlier.

2. Terminology . Unless stated otherwise in this Agreement, afipétd terms in this Agreement shall have the mepset
forth in the Plan.

3. Exercise of Option.

(a) Vesting The Option vests immediately on the Grant Date.

(b) Exercise ProcedureSubject to the conditions set forth in this Agreent, the Option shall be exercised (to the extest
exercisable) by delivery of written notice of exeecon any business day to the Corporate Secretding Corporation in such form as the
Administrator may require from time to time. Suwdtice shall specify the number of shares witheespo which the Option is being
exercised and shall be accompanied by full payroktite Exercise Price for such shares in accordasitteSection 3(d) of this Agreement.
The exercise shall be effective upon receipt byQbgporate Secretary of the Corporation of sucliteninotice accompanied by the required
payment. The Option may be exercised only in mplg# of whole shares and may not be exercisedyabiatime as to fewer than one
hundred shares (or such lesser number of shatesndsch the Option is then exercisable). No fi@wil shares shall be issued pursuant to
this Option.

(c) Effect The exercise, in whole or in part, of the Optatwall cause a reduction in the number of shar€oaimon Stock
subject to the Option equal to the number of shaf€&ommon Stock with respect to which the Optiemexercised.

(d) Method of Paymentin addition to any other method approved byAdeinistrator, if any, payment of the Exercise Bric
shall be by any of the following, or a combinatibereof, as determined by the Administrator irditcretion at the time of exercise:
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0] by delivery of cash, certified orstéer’s check, or money order or other cash egeintadcceptable to
Administrator in its sole discretion; or

(i) by a broker-assisted cashless ezeriti accordance with Regulation T of the Boar@ofernors of the Federal
Reserve System and the following provisions. Stthjesuch limitations as the Administrator mayedetine, at any time during
which the Common Stock is publicly traded, the Eis Price shall be deemed to be paid, in whola part, if Director delivers a
properly executed exercise notice, together witwmcable instructions: (i) to a brokerage firnpiegved by the Corporation to
deliver promptly to the Corporation the aggregaimant of sale or loan proceeds to pay the Exefigz and any withholding tax
obligations that may arise in connection with tikereise; and (ii) to the Corporation to deliver destificates for such purchased
shares directly to such brokerage firm.

(e) Issuance of Shares Upon Exercispon due exercise of the Option, in whole opamt, in accordance with the terms of
this Agreement, the Corporation shall issue to &oe the brokerage firm specified in Director’didery instructions pursuant to a broker-
assisted cashless exercise, or such other persocisgng the Option, as the case may be, the nuofterares of Common Stock so paid for,
in the form of fully paid and non-assessable sttt shall deliver certificates therefore as sooprasticable thereafter.

() Restrictions on Exercise and Upoa®B Issued Upon ExerciseNotwithstanding any other provision of the Agremt,
the Option may not be exercised at any time tratibrporation does not have in effect a registnattatement under the Securities Act of
1933, as amended, relating to the offer of ComntogkXto Director under the Plan, unless the Coramaagrees to permit such exercise;
provided, however, that the Corporation is notgdied hereby to file any such registration. Initaid, the Common Stock issued upon the
exercise of any Options shall be subject to repasetby the Corporation for an amount equal to tterdise Price of such Options (i) upon
occurrence of an event described in Section 4(thisfAgreement, or (i) if the Options were nosted when they were exercised, upon the
occurrence of any event that would have resultebartermination of those Options under the Plahthis Agreement if those Options had
not been exercised. The Corporation may placgenk® embodying such restrictions on the certifeaddencing such shares.

4, Termination of Service.

€) Exercise Period Following CessatibBervice Relationship, In Generalf Director ceases to be a director of the
Corporation for any reason other than death, Diisabor discharge for Cause, (i) the unvested @mishall terminate immediately upon such
cessation, and (ii) the vested Options shall reragercisable during the 30-day period followinglsgessation, but in no event after the
Expiration Date. Unless sooner terminated, anykersésed vested Options shall terminate upon tipér&tion of such 30-day period.

(b) Death of Directar If Director dies prior to the expiration or otitermination of the Options, (i) the unvested Ops shall
terminate immediately upon Director’s death, aidtlfie vested Options shall remain exercisablerdutiie one-year period following
Director’s death, but in no event after the ExjpinatDate, by Director’s executor, personal repréastare,
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or the person(s) to whom the Options are transddoyewill or the laws of descent and distributiddnless sooner terminated, any unexerc
vested Options shall terminate upon the expiratifosuch one-year period.

(c) Disability of Director If Director ceases to be a director of the Ceaion as a result of Director’s Disability, (i)eth
unvested Options shall terminate immediately upah<essation, and (ii) the vested Options shaibie exercisable during the one-year
period following such cessation, but in no evetgrathe Expiration Date. Unless sooner terminadeg,unexercised vested Options shall
terminate upon the expiration of such one-yearopgeri

(d) Misconduct Notwithstanding anything to the contrary in tAigreement, the Options shall terminate in thetirety,
regardless of whether the Options are vested, iratedd upon Director’s discharge for Cause or upirector's commission of any of the
following acts during any period following the caien of Director’s service as a director duringieththe Options otherwise would be
exercisable: (i) fraud on or misappropriation oy &unds or property of the Corporation, or (iigach by Director of any provision of any
non-disclosure, non-competition, non-solicitatiassignment of inventions, or other similar agreemegpcuted by Director for the benefit of
the Corporation, as determined by the Administtatdrich determination will be conclusive.

5. Adjustments and Business Combinations

€) Adjustments for Events Affecting CommiStock. In the event of changes in the Common StockefQorporation by
reason of any stock dividend, spin-off, spifi; reverse stock split, recapitalization, reckission, merger, consolidation, liquidation, buesix
combination or exchange of shares and the likeAthministrator shall, in its discretion, make apmiate substitutions for or adjustments in
the number, kind and price of shares covered sy@lution, and shall, in its discretion and withthé consent of Director, make any other
substitutions for or adjustments in this Optiorglirling but not limited to reducing the number baes subject to the Option or providing or
mandating alternative settlement methods suchttisraent of the Option in cash or in shares of Camr8tock or other securities of the
Corporation or of any other entity, or in any otheatters which relate to the Option as the Admiatst shall, in its sole discretion, determine
to be necessary or appropriate.

(b) Pooling of Interests TransactioNotwithstanding anything in the Plan or this égment to the contrary and without the
consent of Director, the Administrator, in its sdiscretion, may make any modifications to the @mtincluding but not limited to
cancellation, forfeiture, surrender or other teration of the Option in whole or in part regardlesshe vested status of the Option, in order to
facilitate any business combination that is auttestiby the Board to comply with requirements featment as a pooling of interests
transaction for accounting purposes under geneaaltgpted accounting principles.

(c) Adjustments for Other Event§he Administrator is authorized to make, indiscretion and without the consent of
Director, adjustments in the terms and conditidinsied the criteria included in, the Option in rgodion of unusual or nonrecurring events
affecting the Corporation, or the financial statetseof the Corporation, or of changes in applicddes, regulations, or accounting princip
whenever the Administrator determines that such




adjustments are appropriate in order to preveantidit or enlargement of the benefits or potentaiddits intended to be made available under
the Option or the Plan.

(d) Binding Nature of AdjustmentsAdjustments under this Section 5 will be madeh®/Administrator, whose determination
as to what adjustments, if any, will be made amdetktent thereof will be final, binding and condhes No fractional shares will be issued
pursuant to this Option on account of any suchsidjants.

(e) Effect of Change of Control Evendll outstanding portions of the Option, if arghall become fully vested upon the
occurrence of any Change of Control Event, exaete extent that provision is made in connectidth ¥he Change of Control Event for the
continuation or assumption of the Option by, ortfar substitution of equivalent options with redfecthe surviving or successor entity or a
parent thereof, and shall be exercisable in acomalavith the Plan; provided, that unless otherndisgided in the sole discretion of the
Administrator, the acceleration of vesting in cortian with a Change of Control Event shall be ledlitas provided in the Plan.

6. Director or Other Relationship . This Agreement shall not confer on Director aigit with respect to continuance as a
director or other relationship by the Company, wikit interfere in any way with the right of theompany to terminate such directorship or
relationship.

7. No Rights as Stockholder Director shall not have any of the rights ot@kholder with respect to the shares of Comi
Stock that may be issued upon the exercise of gt (including, without limitation, any rights teceive dividends or noncash distributi
with respect to such shares) until such sharesafrGon Stock have been issued to him or her upodubeexercise of the Option. No
adjustment shall be made for dividends or distrdnsg or other rights for which the record daterisipto the date such certificate or
certificates are issued.

8. Withholding of Taxes.

€) In General At the time the Option is exercised in wholégropart, or at any time thereafter as requestethéy
Corporation, Director hereby authorizes withholdirmm payroll or any other payment of any kind dRieector and otherwise agrees to make
adequate provision for foreign, federal, state lacdl taxes required by law to be withheld, if amfich arise in connection with the Option
(including, without limitation, upon a disqualif{grdisposition with the meaning of Code section #2)1( The Corporation may require
Director to make a cash payment to cover any witlihg tax obligation as a condition of exercisels Option. If Director does not make
such payment when requested, the Corporation niage¢o issue any stock certificate under the Bi#it arrangements satisfactory to the
Administrator for such payment have been made.

(b) Means of PaymentThe Administrator may, in its sole discretioeyit Director to satisfy, in whole or in part, any
withholding tax obligation which may arise in cowntien with the Option by any of the following meamsby a combination of such means:
(i) tendering a cash payment, (ii) authorizing @arporation to deduct any such tax obligations faom
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payment of any kind otherwise due to Director) @iithorizing the Corporation to withhold share€€oimmon Stock otherwise issuable to
Director pursuant to the exercise of this Optian(iv) delivering to the Corporation unencumberbdres of Common Stock already ownei
Director.

(c) Disposition of SharesThe acceptance of shares of Common Stock upertier of this Option shall constitute an
agreement by Director (i) to notify the Corporatibany of such shares are disposed of by Direwithin two years from the Grant Date or
within one year from the date the shares were éssu®irector pursuant to the exercise of the Qptand (ii) if required by law, to remit to
the Corporation, at the time of any such dispaosjtam amount sufficient to satisfy the Corporatsoonithholding tax obligations with respect
to such disposition, whether or not, as to botlafij (ii), Director is employed by or has any ottedationship with the Corporation at the ti
of such disposition.

9. The Corporation’s Rights. The existence of this Option shall not affecainy way the right or power of the Corporation
or its stockholders to make or authorize any oadjlistments, recapitalizations, reorganizationstioer changes in the Corporation’s capital
structure or its business, or any merger or codatitin of the Corporation, or any issue of bon@heshtures, preferred or other stocks with
preference ahead of or convertible into, or otheevaffecting the Common Stock or the rights thereofhe dissolution or liquidation of the
Corporation, or any sale or transfer of all or gayt of the Corporation’s assets or business, pio#imer corporate act or proceeding, whether
of a similar character or otherwise.

10. Director . Whenever the word “Director” is used in any psion of this Agreement under circumstances wheege t
provision should logically be construed, as detaadiby the Administrator, to apply to the estatspnal representative or beneficiary to
whom this Option may be transferred by will, by the's of descent and distribution, or pursuant ¢ualified domestic relations order as
defined in Code section 414(p), the word “Directsifall be deemed to include such person.

11. Transferability of Option . This Option is not transferable other than by erithe laws of descent and distribution,
pursuant to a qualified domestic relations ordedefted in Code section 414(p). During the lifeti of Director, the Option may be
exercised only by Director or, during the perioddgtor is under a legal disability, by Directorisagdian or legal representative. Except as
provided above, the Option may not be assignedsteared, pledged, hypothecated or disposed afynnay (whether by operation of law or
otherwise) and shall not be subject to executitiachment or similar process.

12. Notices. All notices and other communications made oegipursuant to this Agreement shall be in writind ahall be
sufficiently made or given if hand delivered or fediby certified mail, addressed to Director atdlderess contained in the records of the
Corporation, or addressed to the Administratore cdrthe Corporation for the attention of its Cagie Secretary at its principal office or, if
the receiving party consents in advance, transthéttel received via telecopy or via such other sdaat transmission mechanism as may be
available to the parties.




13. Entire Agreement. This Agreement and the Plan contain the engreement between the parties with respect to the
Option granted hereunder. Any oral or written agrents, representations, warranties, written inthacgs, or other communications made
prior to the execution of this Agreement with restge the Option granted hereunder shall be vodlinaffective for all purposes.

14, Amendment. This Agreement may not be modified, except asiged in the Plan or in a written document sighgeact
of the parties hereto.

15. Conformity with Plan . This Agreement is intended to conform in allessts with, and is subject to all applicable
provisions of, the Plan, which is incorporated Iret® reference. Inconsistencies between this émgent and the Plan shall be resolved in
accordance with the terms of the Plan. In the eeEany ambiguity in this Agreement or any mattesso which this Agreement is silent, the
Plan shall govern. A copy of the Plan is availaipen request to the Administrator.

16. Governing Law . This Agreement shall be governed by and condtimaccordance with the laws of the State of Nayad
other than the conflict of laws principles thereof.

17. Headings. The headings in this Agreement are for refergnoposes only and shall not affect the meaningterpretatio
of this Agreement.




IN WITNESS WHEREOF, the Corporation has causedAlgiseement to be executed by its duly authorizéidef as of the date fir:
above written.

SCIO DIAMOND TECHNOLOGY CORPORATIOV

By:
Name:
Title:

The undersigned hereby acknowledges that he/sheanefilly read this Agreement and the Plan andemto be bound by all of the
provisions set forth in such documents.

DIRECTOR:

By:

Name:

Date:




EXERCISE FORM
Scio Diamond Technology Corporation
411 University Ridge, Suite D
Greenville SC 29601
Ladies and Gentlemen:
| hereby exercise the Option granted to me on [ ], 201] ], by Scio Diamoiméchnology Corporation (the “Corporation”),
subject to all the terms and provisions thereof @frithe Share Incentive Plan (the “Plan”), and fyotou of my desire to purchase non-
qualified shares of Common Stock of the Corporatiba price of $[ ] per share pursuant toekercise of said Option.
Payment Amount: $

Date:

Director Signaturt

Received by Scio Diamond Technology Corporatiol

Broker Information:

Firm Name

Contact Perso

Broker Addres:

City, State, Zip Cod Phone Numbe

Broker Account Numbe

Electronic Transfer Numbe




Exhibit 31.01
CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER PU RSUANT TO RULE 13a-14
I, Michael McMahon, certify that:
1. I have reviewed this quarterly report on Form 10f@cio Diamond Technology Corp.;

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate 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 financial statementsoéimer financial information included in this repdairly present in all material
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 certifying officer(s) andrke responsible for establishing and maintainisgldsure 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 controls and proceduregused such disclosure controls and procedures tiesigned 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 teriod in which this report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finaheporting 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 the registsdtsclosure controls and procedures and presantbi report our conclusio
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 change in the regigtsanternal control over financial reporting thatcurred 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 certifying officer(s) antdve disclosed, based on our most recent evaluatimiternal 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 material weaknesigethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectriagistrant’s ability to record, process, summaaizd report financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin 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. I have reviewed this quarterly report on Form 10f@cio Diamond Technology Corp.;

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate 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 financial statementsoéimer financial information included in this repdairly present in all material
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 certifying officer(s) andrke responsible for establishing and maintainisgldsure 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 controls and proceduregused such disclosure controls and procedures tiesigned 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 teriod in which this report is being prepared;

(b) Designed such internal control over financial réipgr, or caused such internal control over finaheporting 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 the registsdtsclosure controls and procedures and presantbi report our conclusio
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 change in the regigtsanternal control over financial reporting thatcurred 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 certifying officer(s) antdve disclosed, based on our most recent evaluatimiternal 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 material weaknesigethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectriagistrant’s ability to record, process, summaaizd report financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the
registrant’s internal control over financial repogt

Date: February 14, 201
/s/ Jonathan M. Pfohl

By: Jonathan M. Pfot
Its: Interim 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 M@nd Technology, Corp. (the “Company”) on Form 1@e@the period ending

December 31, 2012 as filed with the SecuritiesExcthange 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, 2013 /s Michael McMahon
By: Michael McMahor
Its: Chief Executive Office

/s/ Jonathan M. Pfohl

By: Jonathan M. Pfot
Its: Interim 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, hasn provided to the Company and will be
retained by the Company and furnished to the Séesiand Exchange Commission or its staff uponesgu




