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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS 
 
Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a 
review of the interim financial statements, they must be accompanied by a notice indicating that the 
financial statements have not been reviewed by an auditor. 
 
The accompanying unaudited interim financial statements of Diamcor Mining Inc. (the “Group”) have 
been prepared by and are the responsibility of the Company’s management. 
 
The Company’s independent auditor has not performed a review of these financial statements in 
accordance with standards established by the Canadian Institute of Chartered Professional 
Accountants for a review of interim financial statements by an entity’s auditor. 



Diamcor Mining Inc.
Consolidated Statements of Financial Position 

As at: December 31 March 31

2020 2020
unaudited audited

ASSETS

CURRENT

Cash and cash equivalents 215,734$          32,087$                   

Accounts receivable (Note 10a) 80,714              513,748                   

Inventory (Note 2.3) 348,777            312,426                   

Prepaids 93,009              36,992                     

738,234            895,253                   

NON CURRENT

Restricted cash (Note 14) 624,960            622,613                   

Property, plant and equipment (Note 3) 6,964,298         7,501,182                

Total assets 8,327,492$       9,019,048$              

LIABILITIES

CURRENT

Accounts payable (Note 13) 579,474$          1,050,558$              

Loan Deposits 370,000            -                          

Short term debt (Note 4) 145,129            1,482,494                

Current portion of long-term debt (Note 4) 5,376,395         5,320,368                

6,470,998         7,853,420                

NON CURRENT

Deferred tax liablity 320,345            319,142                   

Decommissioning liability (Note 5) 420,072            375,481                   

Long-term debt (Note 4) 4,232,716         1,314,677                

Due to Nozala Investments (Note 4) 1,756,447         1,620,270                

Total liabilities 13,200,578       11,482,990              

SHAREHOLDERS' EQUITY

Share capital (Note 6) 34,439,749       34,195,377              

Contributed surplus (Note 7) 13,923,646       13,390,142              

Warrants (Note 6) 658,548            958,759                   

Accumulated other comprehensive loss (8,726,454)        (8,616,525)               

Deficit (41,206,756)      (38,682,195)             

Total equity (911,267)           1,245,558                

Non-controlling interests (Note 15) (3,961,819)        (3,709,500)               

(Deficit) equity attributable to owners of the parent (4,873,086)        (2,463,942)               

Total liabilities and shareholders' equity 8,327,492$       9,019,048$              

GOING CONCERN (Note 1)

COMMITMENTS (Note 12)

SUBSEQUENT EVENTS (Note 16)

On behalf of the board

"Dean Taylor" Director

"Sheldon Nelson" Director

The accompanying notes are an integral part of these consolidated financial statements
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Diamcor Mining Inc.
Consolidated Statements of (Loss) and Comprehensive (Loss)

For the For the For the For the
three months ended three months ended nine months ended nine months ended
December 31, 2020 December 31, 2019 December 31, 2020 December 31, 2019

.

SALES 137,565$                        1,867,873$                  476,845$                        3,752,570$                     

OPERATING EXPENSES 333,972                          1,646,362                    786,254                          3,023,785                       

GROSS MARGIN (196,407)$                      221,511$                     (309,409)                        728,785                          

GENERAL AND ADMINISTRATIVE EXPENSES

Accretion and depreciation (Note 3 and 5) 317,803                          228,612                   660,890                          692,981                     
Consulting fees 117,700                          55,595                     157,700                          228,595                     
Insurance 27,703                            22,466                     74,603                            61,986                       
Interest and bank charges 313,955                          198,696                   849,472                          516,449                     
Office 63,041                            40,819                     168,681                          103,213                     
Professional fees (13,692)                           81,729                     130,562                          271,788                     
Promotion and investor relations 49,076                            15,855                     77,034                            58,084                       
Salaries and wages 305,437                          131,178                   305,491                          519,342                     
Share based compensation -                                  670,190                   -                                  670,190                     
Transfer agent and regulatory fees 24,763                            7,854                       30,949                            21,540                       
Travel 34,808                            38,046                     49,241                            111,875                     

1,240,594                       1,491,040                    2,504,623                       3,256,043                       

(LOSS) FROM OPERATIONS (1,437,001)$                   (1,269,529)$                 (2,814,032)                     (2,527,258)                     

OTHER INCOME AND EXPENSES

Interest and other income 6,978                              11,598                         17,923                            35,527                            

Foreign exchange 12,142                            282                              12,722                            (404)                                

19,120                            11,880                         30,645                            35,123                            

NET (LOSS) FOR THE PERIOD (1,417,881)$                   (1,257,649)$                 (2,783,387)$                   (2,492,135)$                   

OTHER COMPREHENSIVE (LOSS)

Items to be reclassified subsequently to profit or loss

Foreign currency translation loss (89,504)$                        356,472$                     (103,422)                        68,312                            

TOTAL COMPREHENSIVE (LOSS) FOR THE PERIOD (1,507,385)$                   (901,177)$                    (2,886,809)$                   (2,423,823)$                   

Total net (loss) attributable to:

Non-controlling interests (108,569)$                      1,126$                         (258,825)$                      20,802$                          

Equity holders of parent (1,309,312)                     (1,258,775)                   (2,524,562)                     (2,512,937)                     

(1,417,881)$                   (1,257,649)$                 (2,783,387)$                   (2,492,135)$                   

Total comprehensive (loss) attributable to:

Non-controlling interests (116,019)$                      (1,480,344)$                 (252,318)$                      161,053$                        

Equity holders of parent (1,391,366)$                   579,167$                     (2,634,491)                     (2,584,876)                     

(1,507,385)$                   (901,177)$                    (2,886,809)$                   (2,423,823)$                   

Net (loss) per share - basic and diluted (Note 6) (0.02)$                             (0.02)$                          (0.04)$                             (0.04)$                             

The accompanying notes are an integral part of these consolidated financial statements
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Diamcor Mining Inc.
Consolidated Statements of Cash Flows

For the For the For the For the

three months ended three months ended nine months ended nine months ended
December 31, 2020 December 31, 2019 December 31, 2020 December 31, 2019

CASH FLOWS (USED IN) OPERATING ACTIVITIES

Net (loss) for the period (1,417,881)$                 (1,257,649)$                 (2,783,387)$                 (2,492,135)$                 

Items not affecting cash

Accretion and depreciation (Note 3 and 5) 317,803                       228,612                       660,890                       692,981                       

Share based compensation 670,190                       670,190                       

Interest on short and long-term debt 246,631                       192,818                       818,597                       504,815                       

564,434                       1,091,620                    1,479,487                    1,867,986                    

Changes in non-cash working capital

Accounts payable (276,816)                      (494,784)                      (532,920)                      (774,375)                      

Accounts receivable (15,813)                        195,485                       446,186                       142,867                       

Inventory (330,741)                      820,582                       (38,220)                        467,440                       

Short term debt 145,129                       -                               145,129                       -                               
Prepaids (38,960)                        21,261                         (56,936)                        (19,428)                        

Cash flow from (used in) operating activities (1,370,648)                   376,515                       (1,340,661)                   (807,645)                      

CASH FLOWS USED IN INVESTING ACTIVITIES
Disposal of property, plant and equipment (Note 3 -                               -                               -                               (52,406)                        

Cash flow used in investing activities -                               -                               -                               (52,406)                        

CASH FLOWS FROM FINANCING ACTIVITIES

Deposits 370,000                       -                               370,000                       -                               

Issuance of short term debt -                               -                               -                               1,110,280                    

Issuance of long term debt 1,225,034                    1,225,034                    

Proceeds from issuance of units net of issue costs (Note 6) -                               -                               -                               77,721                         

Cash flow generated by financing activities 1,595,034                    -                               1,595,034                    1,188,001                    

.

Effect of change in exchange rate for cash and cash equivalents (45,186)                        235                              (70,726)                        (13,215)                        

(Decrease) increase in cash and cash equivalents 179,200                       376,750                       183,647                       314,735                       

Cash and cash equivalents - beginning of year 36,534                         77,065                         32,087                         139,080                       

Cash and cash equivalents - end of period 215,734$                     453,815$                     215,734$                     453,815$                     

The accompanying notes are an integral part of these consolidated financial statements
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Consolidated Statement of Changes in Shareholders' Equity

Share Capital
Contributed 

Surplus
Warrants 

Accumulated 
Other 

Comprehensive 
Loss

Deficit
Non-Controlling 

Interests

Total 
Shareholders' 
(Deficit) Equity

Balance - March 31, 2019 34,074,691$          11,571,195$          2,090,956$         (6,825,142)$       (35,225,721)$          (4,761,550)$      924,429$            

Short term loan (Note 6) 120,686                 -                        -                      -                     -                          -                    120,686              

issuance of warrants (Note 6) -                        16,560                -                     -                          -                    16,560                

Expiry of warrants (Note 6) -                        1,148,757              (1,148,757)          -                     -                          -                    -                      

Issuance of options -                        670,190                 -                      -                     -                          -                    670,190              

Net income (loss) for the period -                        -                        -                      -                     (3,456,473)              (113,990)           (3,570,463)          

Translation of foreign subsidiaries -                        -                        -                      (1,791,383)         -                          1,166,039          (625,344)             

Balance - March 31, 2020 34,195,377$          13,390,142$          958,759$            (8,616,525)$       (38,682,194)$          (3,709,501)$      (2,463,942)$        

Convertible debt (Note 6) 244,372                 -                        -                      -                     -                          -                    244,372              

issuance of warrants (Note 6) -                        -                        233,293              -                     -                          -                    233,293              

Expiry of warrants (Note 6) -                        533,504                 (533,504)             -                     -                          -                    -                      

Net income (loss) for the period -                        -                        -                      -                     (2,524,562)              (258,825)           (2,783,387)          

Translation of foreign subsidiaries -                        -                        -                      (109,929)            -                          6,507                 (103,422)             

Balance - December 31, 2020 34,439,749$          13,923,646$          658,548$            (8,726,454)$       (41,206,756)$          (3,961,819)$      (4,873,086)$        

Balance - December 31, 2019 34,143,033$          13,390,142$          951,577$            (6,897,080)$       (37,738,659)$          (4,600,496)$      (751,484)$           

DIAMCOR MINING INC.

The accompanying notes are an integral part of these consolidated financial statements
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Diamcor Mining Inc. 
Notes to the Consolidated Financial Statements 

For the period ended December 31, 2020 and the year ended March 31, 2020 
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1. Nature of Operations and Going Concern  

Diamcor Mining Inc. (the “Company”) was incorporated under the Company Act of British Columbia, now the Business 
Corporations Act (British Columbia). Its principal business activity is the identification, acquisition, exploration, evaluation, 
operation, and advancement of unique diamond-based resource properties with a specific focus on the mining segment of 
the diamond industry through its subsidiaries, DMI Minerals South Africa (Pty) Ltd., and DMI Diamonds South Africa (Pty) 
Ltd. Together with the “Company, (the Group””). 

These interim consolidated condensed financial statements were authorized for issuance by the Board of Directors on 
March 1, 2021. The Company’s registered office is 301-1665 Ellis Street, Kelowna, B.C. V1Y 2B3, Canada.  

These interim consolidated condensed financial statements have been prepared on a going concern basis, which 
contemplates the realization of assets and the payment of liabilities in the ordinary course of business. Should the Company 
be unable to continue as a going concern, it may be unable to realize the carrying value of its assets and to meet its liabilities 
as they become due. These consolidated financial statements do not reflect the adjustments or reclassification of assets 
and liabilities, which would be necessary if the Company were unable to continue its operations. 

Management routinely plans future activities including forecasting future cash flows for its internal use. Management has 
reviewed their plan with the Directors and has collectively formed a judgment that the Company has adequate resources to 
continue as a going concern for the foreseeable future, which Management and the Directors have defined as being at least 
the next 12 months. In arriving at this judgment, Management has prepared the cash flow projections of the Company, 
which incorporates a detailed cash flow modeling through the current fiscal year. Directors have reviewed this information 
provided by Management and have considered the information in relation to the financing uncertainties in the current 
economic climate and the financial resources available to the Company. The expected cash flows have been modeled 
based on anticipated revenue streams with debt funding programmed into the model and reducing over time. Sensitivities 
have been applied to this model in relation to revenues not achieving anticipated levels.  Key assumptions used in the future 
cash flow amounts are selling price and rough diamonds sold in the period and the assumption that the Company will move 
to full scale operations after completion of trial mining and bulk sampling. 

The Directors have considered the: (i) base of investors and debt lenders historically available to the Company; (ii) global 
capital markets; (iii) sources of Company income; (iv) cash generation and (v) debt amortization levels and the continued 
deferral of debt payments. Considering the above, Management and Directors are satisfied that the Company has access 
to adequate resources to continue as a going concern for at least the next 12 months. Factors that may negatively affect 
the Company’s 12-month operating plan includes the following: global trade and tariff disputes, geo-political events and the 
impact on capital markets, and commodity prices. 

The Company has experienced lower than planned revenue combined with operating losses. Management applied 
significant judgment in arriving at this conclusion including: 

- The amount of new sales orders and total revenue to be generated to provide sufficient cash flow to continue 
to fund operations and other committed expenditure, 

- The timing of generating those new sales and the timing of the related cash flow, 
- The ability to draw upon existing financing facilities to support ongoing operations; and, 
- The assessment of potentially discretionary expenditures that could be delayed in order to manage cash flows. 

Given the judgment involved, actual results may lead to a materially different outcome. 

2. Basis of Preparation and Statement of Compliance 

The interim consolidated condensed financial statements of the Company have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) 
issued and outstanding as of December 31, 2020. The consolidated financial statements have been prepared on a historical 
cost basis except for certain financial instruments, warrants and stock-based compensation which have been measured at 
fair value. The consolidated financial statements are presented in Canadian dollars, which is the parent’s functional 
currency. 
 

 

 

 

 

 



Diamcor Mining Inc. 
Notes to the Consolidated Financial Statements 

For the period ended December 31, 2020 and the year ended March 31, 2020 
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2.1. Basis of consolidation 

The interim consolidated condensed financial statements comprise the financial statements of the Company as at December 
31, 2020. Subsidiaries are fully consolidated. The financial statements of the subsidiaries are prepared for the same 
reporting period as the Company, using consistent accounting policies. All intra-Company balances, transactions and 
unrealized gains and losses resulting from intra-Company transactions are eliminated in full. Where the ownership of a 
subsidiary is less than 100%, and therefore a non-controlling interest exists, any losses of that subsidiary are attributed to 
the non-controlling interest even if that results in a deficit balance.  

Details of the Company’s subsidiaries as at December 31, 2020 are as follows: 

Name 
 Place of 

Incorporation Interest Operations Functional Currency 
DMI Diamonds South Africa (Pty) Ltd.  South Africa 100% Active South African Rand 
DMI Minerals South Africa (Pty) Ltd.  South Africa 70% Active South African Rand 

DMI Minerals South Africa (Pty) Ltd. is the only entity involved in the incidental recovery of rough diamonds as a result of 
ongoing commissioning and testing operations. DMI Diamonds South Africa (Pty) Ltd. was incorporated for the purpose of 
leasing mining and production equipment to DMI Minerals South Africa (Pty) Ltd.  

2.2 Significant accounting judgments, estimates and assumptions 

The preparation of the Company’s consolidated financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the reported amounts of assets, liabilities and contingent liabilities at the 
date of the consolidated financial statements and reported amounts of revenues and expenses during the reporting period. 
Estimates, judgements, and assumptions are continuously evaluated and are based on Management’s experience and 
other factors, including expectations of future events that are believed to be reasonable under the circumstances. However, 
actual outcomes can differ from these estimates. Information about significant areas of estimation uncertainty considered 
by Management in preparing the consolidated financial statements are described below. 

Production start date 

The Company assesses the stage of its mine under development to determine when the mine moves into the production 
phase, this being when the mine is substantially complete and ready for its intended use. The Company considers various 
relevant criteria to assess when the production phase is considered to have commenced. At this point, all related amounts 
are reclassified from ‘Mines under construction’ to ‘Producing mines’ under ‘Property, plant and equipment’. Some of the 
criteria used to identify the production start date include, but are not limited to: 

- Level of capital expenditure incurred compared with the original construction cost estimate. 
- Ability to produce diamonds in saleable form; and, 
- Ability to sustain ongoing production of diamonds. 

When a mine development project moves into the production phase, the capitalization of certain mine development costs 
ceases and costs are either regarded as forming part of the cost of inventory or expensed, except for costs that qualify for 
capitalization relating to mining asset additions or improvements, or mineable reserve development. It is also at this point 
that depletion commences. 

Recovery of deferred tax assets  

Judgment is required in determining whether deferred tax assets are recognized on the consolidated statement of financial 
position. Deferred tax assets, including those arising from un-utilized tax losses, require Management to assess the 
likelihood that the Company will generate taxable earnings in future periods, in order to utilize recognized deferred tax 
assets. Estimates of future taxable income are based on forecasted cash flows from operations and the application of 
existing tax laws in each jurisdiction. To the extent that future cash flows and taxable income differ significantly from 
estimates, the ability of the Company to realize the net deferred tax assets recorded at the reporting date could be impacted. 
Additionally, future changes in tax laws in the jurisdictions in which the Company operates could limit the ability of the 
Company to obtain tax deductions in future periods. 

Mining property 
Title to mining properties involves certain inherent risks due to the difficulties of determining the validity of certain claims as 
well as the potential for problems arising from the frequently ambiguous conveyance history characteristic of many mining 
properties. The Company has diligently investigated rights of ownership of all the mineral concessions in which it has an 
interest and, to the best of its knowledge, all agreements relating to such ownership rights are in good standing. However, 
this should not be construed as a guarantee to title. The concessions may be subject to prior claims, agreements or transfers 
and rights of ownership may be affected by undetected defects.  



Diamcor Mining Inc. 
Notes to the Consolidated Financial Statements 

For the period ended December 31, 2020 and the year ended March 31, 2020 
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Going concern 

The Company has experienced lower than planned revenue combined with operating losses. Management has assessed 
and concluded that the going concern assumption is appropriate for a period of at least twelve months following the end of 
the reporting period. Management applied significant judgment in arriving at this conclusion including: 

- The amount of total revenue to be generated to provide sufficient cash flow to continue to fund operations and 
other committed expenditures. 

- Ability to raise capital through private placements. 
- The timing of generating those related cash flows. 
- The ability to utilize existing financing facilities to support ongoing operations; and, 
- The assessment of potentially discretionary expenditures that could be delayed in order to manage cash flows. 

Given the judgment involved, actual results may lead to a materially different outcome. 

Determination of cash generating units (CGU)  

The Company’s assets are aggregated into CGUs for calculating impairment. CGUs are based on an assessment of the 
unit’s ability to generate independent cash inflows. The determination of the Company’s CGUs was based on management’s 
judgment regarding shared infrastructure, geographical proximity and similar exposure to market risk and materiality. The 
Company has 1 CGU at December 31, 2020 (March 31, 2020 - 1 CGU). 

Reserve and resource estimates 

Diamond reserves are estimates of the amount of diamonds that can be economically extracted from the Company’s mining 
properties. The Company does not currently have any proven diamond reserves due to the nature and type of the resource. 
The Company has assigned inferred resources to the project based on information compiled by appropriately qualified 
persons relating to the geological data on the size, depth and shape of the ore body, and requires complex geological 
judgments to interpret the data. The estimation of resources is based upon factors such as estimates of foreign exchange 
rates, commodity prices, future capital requirements, and production costs along with geological assumptions and 
judgments made in estimating the size and grade of the ore body. Changes in the resource estimates may impact upon the 
carrying value of mine development cost, mine properties, property, plant and equipment, decommissioning liability, 
recognition of deferred tax assets, and depreciation charges.   

Impairment of non-financial assets  

When an impairment test is performed on an asset or a cash generating unit (“CGU”), management estimates the 
recoverable amount of the asset or CGU based on its fair value less costs of disposal (“FVLCD”) or its value in use (“VIU”). 
Impairment assessments require the use of estimates and assumptions such as long-term commodity prices (considering 
current and historical prices, price trends and related factors), discount rates, operating costs, future capital requirements, 
closure and rehabilitation costs, exploration potential, reserves and operating performance. These assumptions have a 
significant impact on the results of impairment tests and on the impairment charge (if required) recorded in the consolidated 
statements of loss and comprehensive loss. 

Decommissioning liability 

In the determination of provisions, Management is required to make a significant number of estimates and assumptions with 
respect to activities that will occur in the future including the ultimate amounts and timing of settlements, inflation factors, 
risk-free discount rates, and expected changes in legal, regulatory, environmental and political environments.  A change in 
any one of the assumptions could impact estimated future obligations and in return, profit or loss, and in the case of the 
decommissioning liability, property, plant and equipment balances.   

Useful life of property, plant and equipment  

Depreciation and amortization are calculated using a systematic and rational basis, which are based upon an estimate of 
each asset’s useful life and residual value. The estimated useful life and residual value chosen are the Company’ best 
estimate of such and are based on industry norms, historical experience, market conditions and other estimates that 
consider the period and distribution of future cash inflows. 

  



Diamcor Mining Inc. 
Notes to the Consolidated Financial Statements 

For the period ended December 31, 2020 and the year ended March 31, 2020 
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Non-cash stock-based compensation 

The Company measures the cost of non-cash stock-based compensation transactions with employees and warrants issued 
as part of an equity placement by reference to the fair value of the equity instruments. Estimating fair value for non-cash 
stock-based compensation transactions requires determining the most appropriate valuation model, which is dependent on 
the terms and conditions of the grant. This estimate also requires determining and making assumptions about the most 
appropriate inputs to the valuation model including the expected life, forfeiture rate, volatility and dividend yield of the share 
option. The Company measures the cost of non-cash stock-based compensation transactions with consultants by reference 
to the fair value of the services to be performed. 

Inventory 

Diamonds are physically weighted and valued at the lower of cost or net realizable value. Net realizable value tests are 
performed at each reporting date. Net realizable value is the estimated future sales price of the product the Company 
expects to realize when the product is processed and sold, less estimated costs to complete production and bring the 
product to sale. A regular review is undertaken to determine the extent of any provision for obsolescence. 

Provision for expected credit losses (ECLs) of accounts receivable 

The Company’s accounts receivable is typically short-term in nature and the Company recognizes an amount equal to the 
lifetime already defined. The Company measures loss allowances based on historical experience and including forecasted 
economic conditions. The amount of ECLs is sensitive to changes in circumstances of forecast economic conditions. 

COVID-19 Global pandemic 

On March 11, 2020, the World Health Organization declared the novel coronavirus (“COVID-19”) a global pandemic. 
Between March and December 2020, most governments across the jurisdictions in which The Group and many of its 
customers operate declared a state of emergency in response to the COVID-19 pandemic and concern remains over how 
governments will react in response to a “second wave” until a vaccine can be made widely available. Due to the ongoing 
uncertainty resulting from the global pandemic, The Company’s’ operations could continue to be impacted in a number of 
ways including, but not limited to: a suspension of operations, an inability to ship or sell rough and/or polished diamonds 
during this period. These possible impacts could result from government directives, the need to modify work practices to 
meet appropriate health and safety standards, a lack of demand for rough and/or polished diamonds, a lack of available 
liquidity to meet ongoing operational expenses and, due to or by other COVID-19 related impacts on the availability of labour 
or to the supply chain. As an emerging risk, the duration and full financial effect of the COVID-19 pandemic is unknown at 
this time, as is the efficacy of government and central bank interventions in the jurisdictions in which the Company and its 
clients operate, the Company’s business continuity plan and other mitigating measures. While the impact of COVID-19 is 
expected to be temporary, the current circumstances are dynamic and the impacts of COVID-19 on our business operations, 
including the duration and impact that it may have on our ability to ship and sell diamonds, on demand for rough and polished 
diamonds, on our suppliers, on our employees and on global financial markets, cannot be reasonably estimated at this time. 
Accordingly, estimates of the extent to which the COVID-19 pandemic may materially and adversely affect the Company’s 
operations, financial results and condition in future periods are also subject to significant uncertainty. The most significant 
sources of estimation uncertainty include estimated resources, valuation of mineral properties, the provision for deferred 
taxes and the valuation of decommissioning and site restoration provisions. Management is required to exercise judgment 
to ensure that disclosures relating to liquidity and the Company’s ability to continue as a going concern are appropriate. To 
this end, the Company manages liquidity risk by maintaining an adequate level of cash and cash equivalents to meet its 
short-term ongoing obligations and reviews its actual expenditures and forecast cash flows on a regular basis. Changes in 
demand for rough and/or polished diamonds and diamond prices, production levels and related costs, foreign exchange 
rates and other factors all impact the Company’s liquidity position. Uncertainty about judgments, estimates and assumptions 
made by management during the preparation of the financial statements related to potential impacts of the COVID-19 
outbreak on revenue, expenses, assets, liabilities, and note disclosures could result in a material adjustment to the carrying 
value of the asset or liability affected. 
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2.3 Summary of significant accounting policies 

Cash and cash equivalents 

Cash and cash equivalents in the consolidated statement of financial position comprise cash at banks and at hand and 
short-term deposits with an original maturity of three months or less.  

Inventory 

Rough diamonds are physically weighted and valued at the lower of cost or net realizable value. Net realizable value tests 
are performed at each reporting date. Net realizable value is the estimated future sales price of the product the entity expects 
to realise when the product is processed and sold, less estimated costs to complete production and bring the product to 
sale. A regular review is undertaken to determine the extent of any provision for obsolescence. At December 31, 2020, 
there was $348,777 (March 31, 2020 $312,426) in rough diamond inventory. 

Mine development costs 

Exploration and evaluation activities involve the search for minerals, the determination of technical feasibility, and the 
assessment of commercial viability of an identified resource.  

Exploration and evaluation costs incurred prior to obtaining licenses are expensed in the period in which they are incurred. 
Once the legal right to explore has been acquired, exploration and evaluation costs incurred are capitalized. Acquisition 
costs incurred in connection with the terms of option agreements are capitalized. All capitalized exploration and evaluation 
costs are recorded at acquisition cost and are monitored for indications of impairment. Where there are indications of a 
potential impairment, an assessment is performed for recoverability. Capitalized costs are charged to the consolidated 
statements of loss and comprehensive loss to the extent that they are not expected to be recovered. 

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are 
demonstrable, exploration and evaluation assets are tested for impairment and transferred to “Property, Plant and 
Equipment”. There is no depreciation during the exploration and evaluation phase. 

Recoverability of the carrying amount of any exploration and evaluation assets is dependent on successful development 
and commercial exploitation, or alternatively, sale of the respective areas of interest. 
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Notes to the Consolidated Financial Statements 
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Property, plant and equipment 

Items of property, plant and equipment are stated at cost, less accumulated depreciation and accumulated impairment 
losses. The initial cost of an asset comprises its purchase price or construction cost, any costs directly attributable to bringing 
the asset into operation, the initial estimate of the decommissioning liability, and for qualifying assets, borrowing costs. The 
purchase price or construction cost is the aggregate amount paid and the fair value of any other consideration given to 
acquire the asset. When a mine construction project moves into the production stage, the capitalization of certain mine 
construction costs ceases, and costs are either regarded as part of the cost of inventory or expensed, except for costs which 
qualify for capitalization relating to mining asset additions or improvements or mineable reserve development. 

Accumulated mine development costs will be depleted on a unit-of-production basis over the economically recoverable 
reserves of the mine, except in the case of assets whose useful life is shorter than the life of the mine, in which case the 
straight-line method is applied based on the life of the asset. Rights and concessions are depleted on the unit-of-production 
basis over the total reserves of the relevant area. The unit-of-production rate for the depletion of mine development costs 
considers expenditures incurred to date, together with sanctioned future development expenditures. 

Other plant and equipment such as mobile mine equipment is generally depreciated over their estimated useful lives as 
follows: 

 
- Office equipment 15-20% declining balance 
- Computers 15-45% declining balance 
- Motor vehicles  4 year straight-line 
- Plant and equipment   7 year straight-line 
- Leasehold improvements 4 year straight-line 

An item of property, plant and equipment and any significant part initially recognized is derecognized upon disposal or when 
no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset 
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in profit 
or loss when the asset is derecognized. The asset’s residual values, useful lives and methods of depreciation are reviewed 
at each reporting period and adjusted prospectively if appropriate. 

Impairment of non-financial assets  

The carrying amounts of financial assets are reviewed for impairment whenever facts and circumstances suggest that the 
carrying amounts may not be recoverable. If there are indicators of impairment, the recoverable amount of the asset is 
estimated in order to determine the extent of any impairment. The recoverable amount of an asset is determined as the 
higher of its fair value less costs of disposal and its value in use. An impairment loss exists if the asset’s carrying amount 
exceeds the recoverable amount and is recorded as an expense immediately. Where the asset does not generate cash 
inflows that are independent from other assets, the recoverable amount of the CGU to which the asset belongs is 
determined. 

Value in use is determined as the present value of the future cash flows expected to be derived from an asset or CGU. The 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset for which estimates of future cash flows have 
not been adjusted. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date.  For mining assets, fair value less costs of disposal are 
often estimated using a discounted cash flow approach as a fair value from an active market or when a binding sale 
agreement is not readily available. Estimated future cash flows are calculated using estimated future prices, mineral 
reserves and resources, operating and capital costs. All assumptions used are those that an independent market participant 
would consider appropriate. 

Tangible assets that have been impaired in prior periods are tested for possible reversal of impairment whenever events or 
changes in circumstances indicate that the impairment has reversed. If the impairment has reversed, the carrying amount 
of the asset is increased to its recoverable amount but not beyond the carrying amount that would have been determined 
had no impairment loss been recognized for the asset in the prior periods. A reversal of an impairment loss is recognized 
in the consolidated statements of loss and comprehensive loss immediately. 
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Stripping costs 

Mining costs associated with stripping activities in an open pit mine are expensed unless the stripping activity can be shown 
to represent a betterment to the mineral property, in which case the stripping costs would be capitalized and included in 
deferred mineral property costs within mining assets. IFRIC 20, Stripping costs in the production phase of a surface mine 
(“IFRIC 20”), specifies the accounting for costs associated with waste removal (stripping) during the production phase of a 
surface mine. When the benefit from the stripping activity is realized in the current period, the stripping costs are accounted 
for as the cost of inventory. When the benefit is the improved access to ore in future periods, the costs are recognized as a 
mineral property asset, if improved access to the ore body is probable, the component of the ore body can be accurately 
identified, and the cost associated with improving the access can be reliably measured. If these conditions are not met, the 
costs are expensed to the consolidated statement of loss and comprehensive loss as incurred. After initial recognition, the 
stripping activity asset is depreciated on a systematic basis (unit-of-production method) over the expected useful life of the 
identified component of the ore body that becomes more accessible because of the stripping activity. 

Major maintenance and repairs 

Expenditure on major maintenance refits or repairs comprises the cost of replacement assets or parts of assets and overhaul 
costs. When an asset, or part of an asset that was separately depreciated, is replaced and it is probable that future economic 
benefits associated with the new asset will flow to the Company through an extended life, the expenditure is capitalized. 
The unamortized value of the existing asset or part of the existing asset that is being replaced is expensed. Where part of 
the existing asset was not separately considered as a component, the replacement value is used to estimate the carrying 
amount of the replaced asset, which is immediately written off. All other day-to-day maintenance costs are expensed as 
incurred. 

Operating leases 

As required, the Company adopted IFRS 16 as of April 1, 2019. IFRS 16, “Leases” (“IFRS 16”), replaces existing standards 
and interpretations on lease recognition. On January 13, 2016, the IASB published a new standard, IFRS 16, which brings 
most leases for lessees onto the balance sheet under a single model, eliminating the distinction between operating and 
finance leases. Under the new standard, a lessee recognizes a right-of-use (“ROU”) asset and a lease liability. The right-
of-use asset is treated similarly to other non-financial assets and depreciated accordingly. The liability accrues interest. 
The Company completed an assessment of the impact of IFRS 16. The Company doesn’t currently hold agreements that 
fall under IFRS 16, therefore adoption of the above-mentioned standard did not have impact on the consolidated financial 
statements. 
 
Decommissioning liability 

The Company assesses its decommissioning liability each reporting period. Significant estimates and assumptions are 
made in determining the provision for mine rehabilitation as there are numerous factors that will affect the ultimate liability 
payable. These factors include estimates of the extent and costs of rehabilitation activities, technological changes, 
regulatory changes, and cost. These uncertainties may result in future actual expenditure differing from the amounts 
currently provided. The provision at reporting date represents management’s best estimate of the present value of the future 
rehabilitation costs required. Changes to estimated future costs are recognized in the consolidated statement of financial 
position by either increasing or decreasing the rehabilitation liability and rehabilitation asset if the initial estimate was 
originally recognized as part of an asset measured in accordance with IAS 16 Property, Plant and Equipment (“IAS 16”). 
Any reduction in the rehabilitation liability and therefore any deduction from the rehabilitation asset may not exceed the 
carrying amount of that asset. If it does, any excess over the carrying value is taken immediately to profit or loss. If the 
change in estimate results in an increase in the rehabilitation liability and therefore an addition to the carrying value of the 
asset, the company is required to consider whether this is an indication of impairment of the asset as a whole and test for 
impairment in accordance with IAS 36 Impairment of Assets (“IAS 36”).  

Foreign currency translation 

The consolidated financial statements are presented in Canadian dollars, which is the parents’ functional currency. 
Transactions in foreign currencies are initially recorded in the functional currency, at the respective functional currency rates 
prevailing at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated 
at the spot rate of exchange ruling at the reporting date. All differences are taken to Consolidated Statements of (Loss) and 
Comprehensive (Loss). Non-monetary items that are measured in terms of historical cost in a foreign currency are translated 
using the exchange rate as at the date of the initial transaction. 
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The financial results of Company entities that have a functional currency different from the presentation currency are 
translated into the presentation currency. The functional currency of all the subsidiaries is the South African Rand. All assets 
and liabilities, including fair value adjustments are translated into the presentation currency at the rate of exchange ruling 
at the reporting date. Income and expenditure transactions of foreign operations are translated at the average rate of 
exchange for the year except for significant individual transactions which are translated at the rate of exchange in effect at 
the transaction date. Differences arising on translation from the reporting date are recognized in accumulated other 
comprehensive loss. 

When the settlement of a monetary item receivable from or payable to a foreign operation is neither planned nor likely in 
the foreseeable future, foreign exchange gains or losses arising from such a monetary item are considered to form part of 
the net investment in a foreign operation and are recognized in accumulated other comprehensive loss. On disposal of part 
or all of the operations, the proportionate share of the related cumulative gains or losses previously recognized in other 
comprehensive loss is allocated to the consolidated statement of loss and comprehensive loss.  

IFRS 9 Financial Instruments (“IFRS 9”) 

Classification 

The Company classifies its financial assets and financial liabilities in the following measurement categories: (i) those to be 
measured subsequently at fair value through profit or loss (“FVTPL”); (ii) those to be measured subsequently at fair value 
through other comprehensive income (“FVOCI”); and (iii) those to be measured at amortized cost. The classification of 
financial assets depends on the business model for managing the financial assets and whether the contractual cash flows 
represent solely payments of principal and interest (“SPPI”). Financial liabilities are classified as those to be measured at 
amortized cost unless they are designated as those to be measured subsequently at FVTPL (irrevocable election at the 
time of recognition). For assets and liabilities measured at fair value, gains or losses are either recorded in the consolidated 
statements of loss and other comprehensive loss. 

The Company reclassifies financial assets when and only when its business model for managing those assets changes. 
Financial liabilities are not reclassified. 

Measurement 

All financial instruments are required to be measured at fair value on initial recognition, plus, in the case of a financial asset 
or financial liability not at FVTPL, transaction costs that are directly attributable to the acquisition or issuance of the financial 
asset or financial liability. Transaction costs of financial assets and financial liabilities carried at FVTPL are expensed in the 
consolidated statement of loss and comprehensive loss. Financial assets and financial liabilities with embedded derivatives 
are considered in their entirety when determining whether their cash flows are solely payment of principal and interest. 

Financial assets that are held within a business model whose objective is to collect the contractual cash flows, and that 
have contractual cash flows that are solely payments of principal and interest on the principal outstanding are generally 
measured at amortized cost at the end of the subsequent accounting periods. All other financial assets including equity 
investments are measured at their fair values at the end of subsequent accounting periods, with any changes taken through 
profit or loss or other comprehensive income (irrevocable election at the time of recognition). For financial liabilities 
measured subsequently at FVTPL, changes in fair value due to credit risk are recorded in other comprehensive income. 

 

Financial instrument Classification under IFRS 9 

Financial asset:  

  Cash and cash equivalents FVTPL 
  Accounts receivable Amortized cost 
  
Financial liabilities:  
  Accounts payable Amortized cost 
  Long term debt Amortized cost 
  Due to Nozala Investments Amortized cost 
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Impairment 

IFRS 9 introduced a new model for the measurement of impairment of financial assets based on expected credit losses 
(“ECL”). The Company accounts receivable are subject to the ECL model under IFRS 9. For accounts receivable, the 
Company apples the simplified approach to providing for expected losses, which requires the use of the lifetime expected 
loss provision for all accounts receivable. In estimating the expected lifetime expected loss provision, the Company 
considers historical Company and industry default rates as well as credit ratings of major customers. As all the Company’s 
accounts receivables which the Company measures at amortized cost are short term (i.e., less than 12 months) and the 
Company’s credit rating and risk management policies are in place, the change to a forward-looking ECL approach did not 
have a material impact on the amounts recognized in the consolidated financial statements. 

Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all its 
liabilities.  Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.   

Taxation 

Income taxes 

Income tax expense comprises current income tax and deferred tax.  Income tax is recognized in the consolidated statement 
of loss and comprehensive loss, except to the extent it relates to items recognized in other comprehensive loss or directly 
in equity.   

Current income tax 

Current income tax expense is based on the results for the period as adjusted for items that are not taxable or not deductible. 
Current income tax is calculated using tax rates and laws that were enacted or substantively enacted at the end of the 
reporting period. Management periodically evaluates positions taken in tax returns with respect to situations in which 
applicable tax regulation is subject to interpretation. Provisions are established where appropriate on the basis of amounts 
expected to be paid to the tax authorities. 

Deferred tax 

Deferred tax is recognized, using the liability method, on temporary differences arising between the tax bases of assets and 
liabilities and their carrying amounts in the consolidated statement of financial position. Deferred tax is calculated using tax 
rates and laws that have been enacted or substantively enacted at the end of the reporting period, and which are expected 
to apply when the related deferred tax asset is realized, or the deferred tax liability is settled. 

Deferred tax liabilities:  

- are generally recognized for all taxable temporary differences.  
- are recognized for taxable temporary differences arising on investments in subsidiaries except where the reversal 

of the temporary difference can be controlled, and it is probable that the difference will not reverse in the 
foreseeable future; and, 

- are not recognized on temporary differences that arise from goodwill which is not deductible for tax purposes.  

Deferred tax assets:  

- are recognized to the extent it is probable that taxable profits will be available against which the deductible 
temporary differences can be utilized; and, 

- are reviewed at the end of the reporting period and reduced to the extent that it is no longer probable that sufficient 
taxable profits will be available to allow all or part of the asset to be recovered.  

Non-controlling interest 

Non-controlling interest in the Company less than wholly owned subsidiaries are classified as a separate component of 
equity. On initial recognition, non-controlling interests are measured at their proportionate share of the acquisition date fair 
value of identifiable net assets of the related subsidiary acquired by the Company. Subsequent to the acquisition date, 
adjustments are made to the carrying amount of non-controlling interests for the non-controlling interests’ share of the 
changes to the subsidiary’s equity. Adjustments to recognize the non-controlling interests’ share of changes to the 
subsidiary’s equity are made even if this results in the non-controlling interest having a deficit balance. 
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Revenue recognition 

IFRS 15 sets out a five-step model for revenue recognition. The core principle is that revenue should be recognized to 
depict the transfer of control of goods and services to customers in an amount that reflects the consideration that the 
Company expects to be entitled for those goods and services. 

The Company principally generates revenue from the sale of diamonds (the “Product”) pursuant to contractual arrangements 
with its customers. This revenue is recognized when control or title of the Product is transferred from the Company and 
collection is reasonably assured in accordance with specified contract terms. All revenue is generally earned at a point in 
time and is based on the consideration that the Company expects to receive for the transfer of the Product to the customer.  

Revenue is measured based on the consideration specified in a contract with its customers. Payment terms with customers 
are generally 30 days from the date of the invoice. The Company generally does not have any sales contracts where the 
period between the transfer of the Product to the customer and payment by the customer exceeds one year. As a result, 
the Company does not adjust its revenue transactions for the time value of money. 

All of trade receivables were generated from contracts with customers. 

Share-based compensation  

The Company uses the fair value method of accounting for all share-based compensation, including options granted under 
the Company’s incentive stock option plan. Compensation expense for options granted is determined based on the 
estimated fair values of the stock options at the time of grant and the fair value of stock options is determined on their grant 
date using a Black-Scholes valuation model, the cost of which is recognized over the vesting periods of the respective 
options. When option awards vest in instalments over the vesting period, each instalment is accounted for as a separate 
arrangement. Forfeitures are estimated throughout the vesting period based on experience and future expectations and 
adjusted upon actual option vesting. 

Share-based compensation expense is recorded as a charge to operations with a corresponding credit to contributed 
surplus. Consideration paid for shares on the exercise of options is credited to share capital, amounts previously allocated 
to contributed surplus are also credited to share capital. If vested options expire, previously recognized compensation 
expense associated with such stock options is not reversed. 

The Company has adopted the pro-rata basis method for the measurement of shares and warrants issued as private 
placement units. The pro-rata basis method requires that gross proceeds and related share issuance costs be allocated to 
the common shares and the warrants based on the relative fair value of the component. The fair value of the common share 
is based on the closing price on the closing date of the transaction and the fair value of the warrant is determined using the 
Black-Scholes Option Pricing Model. The fair value attributed to the warrant is recorded as warrant equity. If the warrant is 
exercised, the value attributed to the warrant is transferred to share capital. If the warrant expires unexercised, the value is 
reclassified to contributed surplus within equity. Warrants, issued as part of private placement units, that have their term of 
expiries extended, are not subsequently revalued. The Company may modify the terms of warrants originally granted. When 
modifications exist, the Company will maintain the original fair value of the warrant. 

Loss per share 

Basic loss per share is calculated by dividing the loss attributable to ordinary equity holders after adjusting for non-controlling 
interests (the numerator) by the weighted average number of ordinary shares outstanding (the denominator) during the 
period. The denominator (number of units) is calculated by adjusting the shares in issue at the beginning of the period by 
the number of shares bought back or issued during the period, multiplied by a time-weighting factor.  

Diluted loss per share is calculated by adjusting the loss and number of shares for the effects of dilutive options and other 
dilutive potential units. The effects of anti-dilutive potential units are ignored in calculating diluted loss per share. All stock 
options and warrants are considered anti-dilutive when the Company is in a net loss position.  
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3. Property, Plant and Equipment 

Property,Plant 
and Equipment 

Motor 
Vehicles 

Office 
Equipment 

Computers Leaseholds Total

Cost  $  $  $  $  $  $ 
Balance, March 31, 2019         12,110,809        227,606            93,488              69,290          33,090    12,534,283 
Additions           2,354,346                  -                   457                5,047  -      2,359,850 
Disposals                        -           (78,111)                    -                        -                    -            (78,111)
Decommissioning liability               (69,063)                  -                      -                        -                    -            (69,063)
Translation adjustments          (1,691,768)         (31,794)             (8,633)               (1,855)  -     (1,734,050)
Balance, March 31, 2020         12,704,324        117,701            85,312              72,482          33,090    13,012,909 
Decommissioning liability                15,191                  -                      -                        -                    -             15,191 
Translation adjustments                47,899               444                 202                     49                  -             48,594 
Balance, December 31, 2020         12,767,414        118,145            85,514              72,531          33,090    13,076,694 
Accumulated Depreciation
Balance, March 31, 2019           5,176,880        206,852            64,012              61,888          33,090      5,542,722 
Depreciation              892,042          13,329              3,986                1,663                  -           911,020 
Disposals                        -           (88,233)          (88,233)
Translation adjustments             (827,503)         (20,134)             (5,179)                  (966)                  -          (853,782)
Balance, March 31, 2020           5,241,419        111,814            62,819              62,585          33,090      5,511,727 
Depreciation              626,082                  -                2,541                1,858                  -           630,481 
Translation adjustments               (30,158)               422                  (58)                    (18)                  -            (29,812)
Balance, December 31, 2020           5,837,343        112,236            65,302              64,425          33,090      6,112,396 
Net book value, March 31, 2020           7,462,905            5,887            22,493                9,897                  -        7,501,182 
Net book value, December 31, 2020           6,930,071            5,909            20,212                8,106                  -        6,964,298 

 

$3,127,818 (March 31, 2020 - $3,100,936) included in the carrying amount of Property, Plant and Equipment relates to 
mines under construction. This amount is not subject to depletion as of December 31, 2020. 

As a result of negative cash-flow from operations, the Company tested its CGU for impairment at December 31, 2020.  
The recoverable amount of the CGU was based on their estimated value in use using a pre-tax discount rate of 15%. 
The estimated cash flows were based on 4-year cash-flow forecast. As of December 31, 2020, the property, plant and 
equipment were not impaired.  
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4. Long-Term Debt, Short-Term Debt and Due to Nozala Investments 

Long-term debt 
Long-term debt consists of the following: 

 Maturity Date 
 December 31, 

2020 
 March 31, 

2020 
Term loan 2 (a) June 20, 2019 $ 2,846,840 $ 2,662,210 
Convertible debenture 2 (b) June 20, 2019  1,898,315  1,775,200 
Caterpillar Financial Services (d)    March, 2023  2,301,293  2,197,635 
Convertible debt (1) (f) October 21, 2022  818,831  - 
Convertible debt (2) (g) December 21, 2022  1,683,832  - 
Canada Emergency Business Account December 31, 2022                 60,000  - 
Less: current portion due in one year   (5,376,395)  (5,320,368) 
Long-term portion    $ 4,232,716 $ 1,314,677 

 

a) Term loan 2 was issued in November 2012, bears interest at an annual fixed rate of 9% and had a 5-year term with 
payments expected to start in January 2014. On February 4, 2014, December 31, 2014 and again in January 2016, 
the Company and Tiffany & Co. agreed to defer any payments on the $2,400,000 term loan until July 2016. This loan 
is secured by a promissory note until July 2016, at which time principal and interest is payable monthly at $104,059 in 
accordance with a 36-month amortization schedule. The Company has the right to repay the outstanding principal and 
any accrued and unpaid interest under this loan at any time without notice or penalty. In February 2017, the Company 
and Tiffany & Co. agreed to a payment deferral until June 2017 at which time the outstanding payments were made, 
and scheduled payments recommenced. In September 2017, the Company and Tiffany & Co. informally agreed to 
suspend and accrue the ongoing payments to allow the Company to conserve operating capital in the short-term. The 
recommencement of scheduled payments is targeted by the Company for calendar 2021. During the period ended the 
December 31, 2020 the Company incurred $184,631 of interest expense on this loan. ($227,135 – March 31, 2020) 

b) Convertible debenture 2 was issued in November 2012, bears interest at an annual fixed rate of 9% and had a 5-year 
term. On February 4, 2014, December 1, 2014 and again in January 2016 the Company and Tiffany & Co. agreed 
to defer any payments on the $1,600,000 convertible debenture until July 2016.  The Company was required to make 
blended monthly payments of $69,372 commencing in July 2016. The principal amount and accrued interest is 
convertible by the holder into common voting shares of the Company at $1.60 per share. The value attributed to the 
equity conversion option was nil. The Company has the right to repay the outstanding principal and any accrued and 
unpaid interest, without penalty, on not less than 30 days’ notice and subject to the conversion rights contained in the 
convertible debenture. In February 2017, the Company and Tiffany & Co agreed to a payment deferral until June 2017 
at which time the outstanding payments were made, and scheduled payments recommenced. In September 2017, the 
Company and Tiffany & Co. informally agreed to suspend and accrue the ongoing payments to allow the Company to 
conserve operating capital in the short-term. The recommencement of scheduled payments is targeted by the Company 
for calendar 2021. During the period ended the December 31, 2020 the Company incurred $123,114 of interest expense 
on this loan. ($151,818 – March 31, 2020) 

c) Term loan 1 and 2 and convertible debenture 2 are secured by a general security agreement which states the loans 
are secured by 100% of the general assets of the Company.  

d) Caterpillar loans were issued in February and March 2020, bear an interest of South African Prime plus 2.5% and had 
a 36-month term. As a result of COVID-19 the payments and terms have been suspended, payments are expected to 
resume in January 2021 with interest only payments in January and February 2021. Regular blended payments are 
expected to resume in March 2021.  

e) Canada Emergency Business Account was issued April 17, 2020 and December 16, 2020 the loan bears no interest 
until December 31, 2022. Up to 25% of the loan may be eligible for forgiveness. 

f) Convertible debt 1 consist of gross proceeds of $954,500. The Financing consists of unsecured convertible promissory 
notes having a term of two (2) years from the closing date and bearing interest at the rate of 10% per annum.  During 
the first year, interest will accrue and be payable at the one-year anniversary of the Note.  In the second year, interest 
will accrue and be payable semi-annually.  No principal payments will be required until maturity.  The principal amount 
of the Notes will be convertible at the election of the noteholder into Common Shares in the capital of the Company at 
the rate of CDN$0.07 per share in the first year and at the rate of CDN$0.10 per share in the second year.  Accrued 
and unpaid interest will be convertible at the election of the noteholder into Common Shares of the Company at the 
Market Price as at the date such accrued interest becomes payable. In addition, the Company has issued an aggregate 
of 2,727,142 non-transferable share purchase warrants to the participating investors, with each share purchase warrant 
entitling the holder thereof to purchase one (1) Common Share at a price of CDN$0.15 for a period of two (2) years 
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from the date of issuance.  The number of Warrants issued to each participating investor is equal to 20% of the number 
of Common Shares into which the principal amount of the investor’s Note is convertible in the first year (Principal 
Amount ÷ CDN$0.07 x 0.2).  

g) Convertible debt 2 consist of gross proceeds of $2,001,708. The Financing consists of unsecured convertible 
promissory notes having a term of two (2) years from the closing date and bearing interest at the rate of 10% per 
annum.  During the first year, interest will accrue and be payable at the one-year anniversary of the Note.  In the second 
year, interest will accrue and be payable semi-annually.  No principal payments will be required until maturity.  The 
principal amount of the Notes will be convertible at the election of the noteholder into Common Shares in the capital of 
the Company at the rate of CDN$0.07 per share in the first year and at the rate of CDN$0.10 per share in the second 
year.  Accrued and unpaid interest will be convertible at the election of the noteholder into Common Shares of the 
Company at the Market Price as at the date such accrued interest becomes payable. In addition, the Company has 
issued an aggregate of 5,444,192 non-transferable share purchase warrants to the participating investors, with each 
share purchase warrant entitling the holder thereof to purchase one (1) Common Share at a price of CDN$0.15 for a 
period of two (2) years from the date of issuance.  The number of Warrants issued to each participating investor is 
equal to 20% of the number of Common Shares into which the principal amount of the investor’s Note is convertible in 
the first year (Principal Amount ÷ CDN$0.07 x 0.2).  

The convertible debt 1 and 2 

 December 31, 2020 

Convertible debt, beginning of the year $ - 

Cash advances from debt 1,165,034 

Settlement of short-term debt 1,416,112 

Settlement of accounts payable 375,062 

Transfer of warrants component to equity (233,293) 

Transfer of shares component to equity (244,372) 

Interest on convertible debt 7,910 

Accretion on convertible debt 16,210 

Convertible debt, end of period $2,502,663  

 

Short-term debt 

The short-term debt of $145,129 carries a fixed interest rate of 7% and has no fixed maturity date.  

 December 31, 2020 March 31, 2020 

Short term debt, beginning of the year $ 1,482,494 $ - 

Cash advances from debt - 1,333,000 

Settlement of accounts payable - 155,000 

Transfer of warrants component to equity - (16,561) 

Transfer of shares component to equity - (120,686) 

Interest on Short Term Debt 84,639 49,650 

Accretion on short term debt 55,156 82,090 

Paid or payable (61,048)  

Conversion to long term convertible debt (1,416,112)  

Short term debt, end of period $ 145,129 $ 1,482,494 
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Due to Nozala Investments 

The amount due to Nozala Investments (a related party, which owns 30% shareholding interest in DMI Minerals South Africa 
(Pty) Ltd.) of $1,756,447 (March 31, 2020 - $1,620,270) carries a floating interest rate (South African prime plus 3%), 
unsecured, currently has no set terms of repayment and is not expected to be repaid in the following fiscal year. The loan 
amount received is principally being used for the ongoing operations of DMI Minerals South Africa (Pty) Ltd., including the 
purchase of certain mineral rights and assets from De Beers Consolidated Mines Limited. The loan is denominated in South 
African Rand and no payments were made in the period ended December 31, 2020 or the year ended March 31, 2020. The 
loan is subordinated and ranks behind the claims of all external creditors of DMI Minerals South Africa (Pty) Ltd, until the 
fair value of its assets exceeds its liabilities. 

5. Decommissioning Liability  

The total decommissioning liability was based on the Company’s estimated costs to reclaim and abandon the mines and 
facilities. The Company has estimated the costs related to the decommissioning liability based on the South African 
Department of Mineral Resources estimate of required decommissioning costs, adjusted for inflation.  The Company has 
estimated the net present value of the decommissioning obligation to be $420,072 (March 31, 2020 - $375,481) based on 
an undiscounted total future liability of $529,524.  The decommissioning liability was based on using a South African inflation 
rate of 3.10%. The long-term portion of the liability was discounted using a South African risk-free rate of 6.67%. These 
costs are expected to be incurred in approximately 4 years.  

The continuity of the decommissioning liability as at December 31, 2020: 

 December 31, 2020 March 31, 2020 
Balance, beginning of year $              375,481 $             479,560 
Change in estimate  15,172 207,599 
Accretion recorded during the year 30,409 36,210 
Translation adjustment (990) (71,226) 
 $              420,072 $             375,481 

6. Share Capital 

 Number of shares Amount 
Authorized:      

Unlimited common voting shares, no par value      
Issued:     

Balance, March 31, 2019  63,885,888 $   34,074,691 
Term loan financing (net of fees) (a) 1,425,600 120,686     

Balance, March 31, 2020  65,311,488 $   34,195,377 
 - -     

Balance, December 31, 2020 65,311,488 $   34,195,377 

The weighted average number of shares outstanding for the period was 65,311,488 (March 31, 2020 – 64,668,799). Loss 
per share is calculated as the net loss attributable to the equity holders of the parent divided by the weighted average of 
shares outstanding at the end of the year. 

 
a) 1,425,600 shares were issued at a price of $0.09 in a term loan financing on September 12, 2019 (Note 4)  
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Warrants  

The following table summarizes the activity with respect to warrants issued, exercised and expired during the year:  

 December 31, 2020 March 31, 2020  

  
Number of 

Warrants  

Weighted 
Average 

Exercise Price  
Number of 

Warrants  

Weighted 
Average 

Exercise Price  
Outstanding, beginning of year  7,935,104 $ 0.75 10,174,649 $ 1.04 

Warrants expired (3,298,178) 0.98 (2,952,345) 1.60 
Warrants issued 8,171,335 0.15 712,800 0.16 

Outstanding, end of year  12,808,261 $ 0.31 7,935,104 $ 0.75 
Exercisable, end of period & year 12,808,261 $ 0.31 7,935,104 $ 0.75 
     
 December 30, 2020 March 31, 2020 
Balance, beginning of year $        958,759    $        2,090,956 
Warrants expired (533,504)          (1,148,757) 
Warrants issued 233,293 16,560 
Balance, end of period & year $        658,548 $        958,759 

There were 8,171,335 warrants issued in the period ended December 31, 2020. (March 31, 2020 – 712,800). The warrant 
valuation was calculated using the Black-Scholes pricing model with the following assumptions: zero dividend yield, 
expected volatility of 83 and 112% and risk-free rate of 0.23%. Warrant pricing models require the input of highly subjective 
assumptions including the expected price volatility. Changes in the subjective input assumptions can materially affect the 
fair value estimated, and therefore the existing models do not necessarily provide a reliable single measure of the fair value 
of the Company’s warrants. The warrants issued in the period ended December 31, 2020 are exercisable for a period of 
two years from the date of issue.  

The Company may modify the terms of warrants originally granted. When modifications exist, the Company will maintain 
the original fair value of the warrant. 

The following warrants were outstanding at December 31, 2020:  

Number of warrants outstanding 
and exercisable Exercise Price 

Weighted average 
remaining life Expiry date 

2,863,169 $ 0.60 .47 June 20, 2021 
1,773,757 $ 0.60 .67 August 29, 2021 
2,727,143 $ 0.15 .90 October 21, 2022 
5,444,192 $ 0.15 .99 December 21, 2022 

12,808,261 $ 0.31   
             
  Stock options  

The Company amended a formal stock option plan on December 18, 2018 and follows the TSX Venture Exchange (the 
“Exchange”) policy under which it is authorized to grant options to Directors, employees and consultants to acquire up to 
12,777,177 of its issued and outstanding common shares. Under the policy, the exercise price of each option is equal to 
the market price of the Company’s stock, less applicable discounts permitted by the Exchange, as calculated on the date 
of grant.  The options can be granted for a maximum term of 5 years.  

The following table summarizes the activity with respect to options granted and exercised during the year:  
 

 December 31, 2020 March 31, 2020 

 Number of options 
Weighted Average 

Exercise Price 
Number of 

Options 
Weighted Average 

Exercise Price 
Outstanding, beginning of year             12,750,000 $ 0.31 2,950,000 $ 1.00  

Options expired - - (100,000) $ 1.00 
Options issued - - 9,900,00 $ 0.11 

Outstanding, end of year 12,750,000  $ 0.31 12,750,000 $ 0.31 
Exercisable, end of year 12,750,000  $ 0.31 12,750,000 $ 0.31 
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The following stock options were outstanding at December 31, 2020:  

Number of options outstanding 
and exercisable Exercise Price 

Weighted average 
remaining life Expiry date 

300,000 $1.00 0.17 March 2, 2021 
2,550,000 $1.00 0.23 March 21, 2021 
6,500,000 $0.11 3.56 October 21, 2024 
3,400,000 $0.11 3.80 November 4, 2024 

12,750,000    
 

The following stock options were outstanding at March 31, 2020:  

Number of options outstanding 
and exercisable Exercise Price 

Weighted average 
remaining life Expiry date 

300,000 $1.00 .92 March 2, 2021 
2,550,000 $1.00 .98 March 21, 2021 
6,500,000 $0.11 4.31 October 21, 2024 
3,400,000 $0.11 4.55 November 4, 2024 

12,750,000    

Share-based compensation  

There were nil options issued by the Company in the period ended December 31, 2020 (March 31, 2020 – 9,900,000). The 
option valuation in the year ended March 31, 2020 was calculated using the Black-Scholes pricing model with the following 
assumptions: zero dividend yield, expected volatility between 79-81% and risk-free rate between 1.53-1.57%. Option pricing 
models require the input of highly subjective assumptions including the expected price volatility. Changes in the subjective 
input assumptions can materially affect the fair value estimated, and therefore the existing models do not necessarily provide 
a reliable single measure of the fair value of the Group’s stock options. 

7. Contributed Surplus  

 $ 
Balance, March 31, 2019 11,571,195 

Expiry of warrants (note 6) 1,148,757 
Issuance of options (note 6) 670,190 

Balance, March 31, 2020 13,390,142 
Expiry of warrants (note 6) 533,504 

Balance, December 31, 2020 13,923,646 

8. Related Party Transactions  

The Company paid or accrued the following to Directors, officers, and to companies controlled by Directors of the Company:  

 
December 31, 

2020 
March 31, 

2020 
Salaries and consulting  $336,450  $406,950 
Directors’ fees 58,000 68,000 
Incentives - 180,000 

As at December 31, 2020, the Company owed $169,268 of incentives payable and expenses (March 31, 2020 - $103,720) 
to Directors of the Company and companies controlled by a Director amounts are included in accounts payable. In August 
2019, $155,000 of related party accounts payable were settled as a result of related parties participating in an announced 
financing. These transactions were in the normal course of operations and are measured at fair value at initial recognition. 
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9. Segmented Information 

The Company’s primary business is the exploration and development of diamond properties in Africa so there is only one 
reportable operating segment. The reportable segments are those operations whose operating results are reviewed by the 
chief operating decision makers to make decisions about resources to be allocated to the segment and assess its 
performance provided those operations pass certain quantitative thresholds. Operations whose revenues, earnings or 
losses, or assets exceed 10% of the total consolidated revenue, earnings or losses, or assets are reportable segments. In 
order to determine reportable segments, management reviewed various factors, including geographical locations and 
managerial structure. 

Details of identifiable assets by geographic segments are as follows: 

 Total Assets 

Property, 
Plant and 

Equipment 

Cash and 
Equivalents and 
Restricted Cash Other Assets 

December 31, 2020     
Canada $          180,544  $          2,722  $         90,731  $          87,091 
South Africa 8,146,948 6,961,576 749,963 435,409 

  $     8,327,492  $   6,964,298         $       840,694  $        522,500 
March 31, 2020     

Canada $        56,698  $          4,339  $       9,530  $          42,829 
South Africa 8,962,350 7,496,843 645,170 820,337 

  $   9,019,048  $   7,501,182 654,700  $        863,166 

10. Financial Instruments  

Fair values 

IFRS defines fair value as the price that would be received to dispose of an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The Company classifies the fair value of the financial 
instruments according to the following hierarchy based on the number of observable inputs used to value the instrument. 

• Level 1 – Inputs to the valuation methodology are quoted prices for identical assets or liabilities in active markets. 

• Level 2 – Fair values of financial assets and liabilities in level 2 are based on inputs other than level 1. Inputs to the 
valuation methodology included quoted prices for identical assets or liabilities in active markets, and inputs that are 
observable for the asset or liability, either directly or indirectly, for substantially the full term of the financial instrument. 
Level 2 valuations are based on inputs, including quoted forward prices for commodities, time value and volatility 
factors, which can be substantially observed or corroborated in the marketplace. 

• Level 3 – Inputs to the valuation methodology are not based on observable market data.   

The Company’s financial instruments consist of cash and cash equivalents, restricted cash, accounts receivable, accounts 
payable, short term debt, amounts due to Nozala Investments and long-term debt. The fair value of cash and cash 
equivalents and restricted cash, accounts receivable and accounts payable and short-term debt approximate their carrying 
values due to the short-term maturities of these items.  The fair value of the Nozala Investments loan approximates the 
carrying value as the interest rate floats with prime. The fair value of the long-term debt approximates the carrying value as 
the interest rate is a market rate for similar instruments. 

The Company’s cash and cash equivalents and restricted cash have been assessed on the fair value hierarchy described 
above and are classified as Level 1.   
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Financial risks 

The Company’s activities result in exposure to a variety of financial risks, including risks related to credit, market risk 
(currency fluctuation and interest rates) and liquidity risk. 

a) Credit risk 

The Company is exposed to credit risk only with respect to uncertainties as to timing and collectability of accounts 
receivable, cash and cash equivalents and restricted cash. The Company mitigates credit risk through standard credit 
and reference checks. There are no material financial assets that the Company considers past due.  The Company 
currently holds the majority of its cash and cash equivalents and restricted cash in large financial institutions in Canada 
and South Africa and does not expect any significant risk associated with those deposits. The accounts receivable 
includes sales taxes refundable due from the Government of South Africa and Canada $67,463 (March 31, 2020 - 
$463,417) as well as trade receivables of $13,251 (March 31, 2020 - $50,331). The Company does not foresee any 
significant risk in the collection of these accounts receivable. 

The trade accounts receivable aging amounts are as follows: 

 December 31, 2020 March 31, 2020 
0-30 days $67,463 $ 50,331 
31-90 days - - 
120+ days - - 
Total $67,463 $ 50,331  

The maximum exposure to credit risk for the Company as at the reporting date is the carrying value of cash and cash 
equivalents, restricted cash and trade receivables disclosed above.  

b) Interest rate  

The Company is not exposed to any material interest rate risk as the Company’s long-term debt has a fixed rate of 
interest, except for the Nozala Investments loan and Caterpillar Financial (Note 4) which have a variable rate of interest 
of South African prime rate plus 3% and South African prime rate plus 2.5%. A 1% change in the South African prime 
rate would result in net loss increasing or decreasing by approximately $16,000.  

c) Foreign currency risk 

The Company is exposed to financial risk arising from fluctuations in foreign exchange rates and the degree of volatility 
of these rates. The Company does not use derivative instruments to reduce its exposure to foreign currency risk.  

The Company’s subsidiaries in South Africa operate using principally the United States Dollar and the South African 
Rand and as such may be negatively affected by fluctuations in foreign exchange rates when translating from the 
currency of measurement of the Company’s subsidiaries to the Company’s reporting currency. The Company’s 
monetary assets and liabilities denominated in South African Rand include: 

 December 31, 2020 March 31, 2020 
Cash and cash equivalents and restricted cash $749,963 $645,170 
Accounts receivable 76,009 507,911 
Accounts payable 263,731 785,975 
Long-term debt 4,057,741 3,817,905 

A 5% change in the South African Rand would result in total net loss increasing or decreasing by approximately 
$80,000.  
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d) Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations when they fall due. The 
Company manages this risk through management of its cash flow from operations and its capital structure. Based on 
senior Management’s and the Board of Directors’ review of ongoing operations, the Company may revise timing of 
capital expenditures, bank loans, including project specific loans, or issue equity or a combination thereof.  

The Company’s current financial liabilities of $6,100,998 are payable within one year. The Company enters contractual 
obligations in the normal course of business operations. Management believes the Company’s requirements for capital 
expenditures, working capital and ongoing commitments (including long-term debt) can be financed from existing cash, 
issuing equity, cash flow provided by operating activities, existing bank loans and by acquiring new project loans. 

The table below summarizes the maturity profile of the Company’s financial liabilities as at December 31, 2020 based 
on contractual undiscounted payments: 

 Current 
Fiscal 

2022 
Fiscal 

2023 
Fiscal 

2024 
Thereafter 

Accounts payable $579,474 $          - $          - $        - $              - 
Long-term debt 5,376,395 708,515 778,833 707,757 - 
Short term debt 145,129 - - - - 
Due to Nozala investments - - - - 1,756,447 
 $6,100,998 $         - $         - $       - $1,756,447 

e) Commodity price risk 

Commodity price risk is the risk that the fair value or future cash flows will fluctuate because of changes in commodity 
prices. Commodity prices for diamonds are impacted by not only the relationship between the Canadian, United States 
Dollar and South African Rand, but also world economic events that dictate the levels of supply and demand. The 
Company is exposed to the risk of declining prices for diamonds resulting in a corresponding reduction in projected 
cash flow. Reduced cash flow may result in lower levels of capital being available for field activity, thus compromising 
the Company’s capacity to grow production. The Company did not have any fixed price commodity price contracts in 
place as at or during the period ended December 31, 2020 and the year ended March 31, 2020. The Company’s 
operational results and financial condition are largely dependent on the commodity price received for its diamond 
production. Diamond prices have fluctuated widely in recent years due to global and regional factors including supply 
and demand fundamentals, inventory levels, economic and geopolitical factors.  A 5% change in the price of diamonds 
would result in total net loss increasing or decreasing by approximately $24,000. 
 

11. Capital Management  

The Company’s objectives when managing capital are: (i) to maintain a strong capital structure, which optimizes the cost of 
capital at acceptable risk; and (ii) to maintain investor, creditor and market confidence to sustain the future development of 
the business. The Company manages its capital structure and adjusts it considering changes in economic conditions and 
the risk characteristics of its underlying assets. The Company, from time-to-time, may adjust capital spending, issue new 
common shares, issue new debt or repay existing debt. The Company’s capital is not subject to any restrictions. 

The Company manages the following as capital: 

  December 31, 2020  March 31, 2020 
Working capital $ (5,362,764) $ (6,958,167) 
Long-term debt $ 11,365,558 $ 8,255,315 
Shareholders’ (deficit) equity $ (4,873,086) $ (2,463,942) 

Working capital is calculated based on current assets less current liabilities. 
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12. Commitments  

The Company has a commitment to month-to-month lease office space at a rate of $3,609 per month (March 31, 2019 - 
$3,469). The minimum lease payments under this lease are $43,308 per year (March 31, 2019 - $41,628).  
 
13. Accounts Payable 

Trade and other payables consist of the following components: 
 

 December 31, 2020 March 31, 2020 
Trade payables $       560,747 $       960,845 
Taxes - 63,451 
Salary and benefits 18,727 26,263 
 $       579,473 $       1,050,558 

Trade payables are non-interest bearing and are normally settled on 30-day terms.   

14. Restricted Cash 

These amounts are encumbered by a guarantee by Standard Bank of South Africa Limited for certain rehabilitation 
obligations and electrical guarantees. The encumbered amount as at December 31, 2020 was $624,960 (March 31, 2020 - 
$622,613). 
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15. Non-Controlling Interests (NCI) 

 
Set out below is summarized financial information for the Company’s subsidiary that has non-controlling interests that are 
material to the Company. The amounts disclosed for the subsidiary are before inter-company eliminations: 
 

DMI Minerals South Africa (Pty) Ltd.

December 31, 2020 March 31,2020

Summarized Statement of Financial Position

Current assets 1,043,434$             443,083$          
Current liabilities 27,919,038             26,909,788       
Current net assets (26,875,604)            (26,466,705)      

Non-current assets 3,748,323               4,463,170         
Non-current liabilities 1,756,447               1,995,751         
Non-current net assets 1,991,876               2,467,419         

Net liabilities (24,883,728)            (23,999,286)      

Summarized Statement of Comprehensive  Income (Loss)

Sales 476,845                  3,693,784         
(Loss) for the period (862,751)                 (379,967)           
Total comprehensive (loss) (862,751)                 (379,967)           

(Loss) allocated to NCI (258,825)                 (113,990)           

Summarized Statement of Cash-Flows

Cash-flows from
operating activities (975,713)                 32,446              
Cash-flows from 
investing activities -                          (15,136)             
Cash-flows from 
financing activities 991,765                  (103,340)           

Net increase in cash and cash equivalents 16,052$                  (86,030)$           

 
 

16. Subsequent Events  
  

On January 6, 2021, an investor in the convertible loan financing, converted the principal of their promissory note into 
3,571,428 Common Shares of the Company as per the conversion terms of the note.  

On January 11, 2021, a third tranche of convertible debt was closed for gross proceeds of $420,000. 
 

 On January 31, 2021, 300,000 options granted to an employee expired. 

 



Diamcor Mining Inc. 
Notes to the Consolidated Financial Statements 

For the period ended December 31, 2020 and the year ended March 31, 2020 

 
26 

 

On February 1, 2021, 300,000 options were granted to an IR Consultant at a price of $0.15 per share for a period of three 
(3) years. The options will vest in accordance with the TSX Venture Exchange vesting requirements. 

On February 12, 2021, an investor in the convertible loan financing, converted the principal of their promissory note into 
500,000 Common Shares of the Company as per the conversion terms of the note.  
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