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Management Responsibility for Financial Reporting 

The accompanying consolidated financial statements of the Corporation have been prepared by, and are the 
responsibility of the management of the Corporation. The consolidated financial statements are prepared in accordance 
with International Financial Reporting Standards, and reflect management’s best estimates and judgment based on 
currently available information.  

The Audit Committee of the Board of Directors, consisting of four independent directors, meets periodically with 
management and the Corporation’s independent auditors to review the scope and results of the annual audit and to 
review the consolidated financial statements and related financial reporting matters prior to submitting the 
consolidated financial statements to the Board for approval. 

The Corporation’s independent auditors, PricewaterhouseCoopers LLP, who are appointed by the shareholders, 
conduct an audit in accordance with Canadian generally accepted auditing standards. Their report outlines the scope 
of their audit and gives their opinion on the consolidated financial statements. 

Management has developed and maintains a system of internal control to provide reasonable assurance that the 
Corporation’s transactions are authorized, assets safeguarded and proper records maintained. 

/s/ “Matthew Manson” /s/ “Robert Chausse” 
Matthew Manson Robert Chausse 
Chief Executive Officer and Director Chief Financial Officer



 

PricewaterhouseCoopers LLP/s.r.l./s.e.n.c.r.l. 
1250 René-Lévesque Boulevard West, Suite 2500, Montréal, Quebec, Canada H3B 4Y1 
T: +1 514 205 5000, F: +1 514 876 1502, www.pwc.com/ca 
 
“PwC” refers to PricewaterhouseCoopers LLP/s.r.l./s.e.n.c.r.l., an Ontario limited liability partnership. 

February 22, 2017 
 
 
Independent Auditor’s Report 
 
 
To the Shareholders of Stornoway Diamond Corporation 
 
We have audited the accompanying consolidated financial statements of Stornoway Diamond Corporation 
and its subsidiaries, which comprise the consolidated statements of financial position as at December 
31, 2016, December 31, 2015 and April 30, 2015 and the consolidated statements of income (loss), 
comprehensive income (loss), changes in equity and cash flows for the year ended December 31, 2016, the 
eight-month period ended December 31, 2015 and the year ended April 30, 2015, respectively, and the 
related notes, which comprise a summary of significant accounting policies and other explanatory 
information. 
 
Management’s responsibility for the consolidated financial statements 
Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards, and for such internal control 
as management determines is necessary to enable the preparation of consolidated financial statements 
that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s responsibility 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with Canadian generally accepted auditing standards. Those 
standards require that we comply with ethical requirements and plan and perform our audits to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated financial statements. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a 
basis for our audit opinion. 
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Opinion 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial 
position of Stornoway Diamond Corporation as at December 31, 2016, December 31, 2015 and April 30, 
2015 and its financial performance and its cash flows for the year ended December 31, 2016, the eight-
month period ended December 31, 2015 and the year ended April 30, 2015, respectively, in accordance 
with International Financial Reporting Standards.  

 
 

 
 

                                                             
1 CPA auditor, CA, public accountancy permit No. A122718 
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Stornoway Diamond Corporation 
Consolidated Statements of Financial Position 
As at December 31, 2016, December 31, 2015 and April 30, 2015 
(expressed in thousands of Canadian dollars) 

Notes 
 December 31, 

2016 
December 31, 

2015 
April 30,

2015 

ASSETS 
Current 

Cash and cash equivalents 6 42,293 58,092 89,505 
Short-term investments 7 43,695 151,000 274,113 
Receivables 8 4,910 14,090 15,885 
Inventories 9 39,777 ─ ─ 
Prepaid expenses and deposits 1,237 248 382 

131,912 223,430 379,885 

Deferred transaction costs 13f 12,013 17,742 17,959 
Inventories 9 4,229 4,121 1,004 
Property, plant and equipment 10 1,102,084 831,430 541,481 
Other financial assets 11 9,068 6,451 4,725 
Deferred income tax assets 16 52,307 ─ ─ 

1,179,701 859,744 565,169 

1,311,613 1,083,174 945,054 

LIABILITIES 
Current 

Payables and accrued liabilities 12 34,874 61,274 53,523 
Current portion of long-term debt 13 17,798 8,514 3,013 
Current portion of deferred revenue 15 26,100 ─ ─ 
Other liabilities 340 ─ ─ 

79,112 69,788 56,536 

Long-term debt 13 128,936 128,491 122,080 
Convertible debentures 14 102,769 91,134 82,912 
Deferred revenue 15 296,706 207,104 101,464 
Asset retirement obligation 17 13,329 10,698 4,595 
Deferred income tax liabilities 16 1,220 ─ ─ 

542,960 437,427 311,051 

622,072 507,215 367,587 

EQUITY 
Share capital 18 864,868 765,649 765,649 
Contributed surplus  39,526 44,804 42,656 
Deficit (214,853) (234,494) (230,838)

689,541 575,959 577,467 

1,311,613 1,083,174 945,054 

Commitments (Notes 5, 17 and 25) 

ON BEHALF OF THE BOARD: 

“Ebe Scherkus”, Director “Hume Kyle”, Director 



Page 4 of 52 
– See Accompanying Notes – 

Stornoway Diamond Corporation 
Consolidated Statements of Income (Loss) 
For the year ended December 31 2016, with comparative figures for the eight-month period ended December 31 2015, 
and the year ended April 30, 2015. 
(expressed in thousands of Canadian dollars except for loss per share and weighted average number of shares outstanding) 

Notes 
 December 31,

2016 
December 31,

2015 
April 30,

2015 

Expenses 
Amortization 100  61  96 
Exploration expense (recovery) 20 2,646  521  (635) 
Loss on disposal assets 38  ─  1,922 
Office, rent and sundry 1,475  694  1,451 
Professional fees, regulatory and 

shareholder communication 3,477 1,571  2,217 
Salaries, benefits and directors’ fees  3,782  1,987  3,133 
Share-based compensation 18d 1,276  1,034  2,468 

(12,794) (5,868) (10,652)

Other income (expenses), net 21 (14,000)  2,212  8,663 

Loss Before Income Taxes (26,794) (3,656) (1,989)

Current income tax recovery 16 1,100  ─  ─
Deferred income tax recovery 45,335  ─  1,347

46,435  ─  1,347

Net Income (Loss) 19,641 (3,656) (642)

Earnings (Loss) Per Share – Basic and 
Diluted 23 0.03  Nil  Nil

Weighted Average Number of Shares   
   Outstanding 

23 779,192,150  732,310,440  626,709,286 

Consolidated Statements of Comprehensive Income (Loss) 
For the year ended December 31 2016, with comparative figures for the eight-month period ended December 31 2015, 
and the year ended April 30, 2015. 
(expressed in thousands of Canadian dollars) 

 December 31,
2016 

December 31,
2015 

April 30,
2015 

Net Income (Loss) 19,641 (3,656)  (642)
Impairment of available-for-sale financial 

assets recognized in the statements of 
loss ─ ─  148 

Comprehensive Income (Loss) 19,641 (3,656)  (494)
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Stornoway Diamond Corporation 
Consolidated Statements of Changes in Equity  
For the year ended December 31 2016, with comparative figures for the eight-month period ended December 31 2015, and the year ended April 30, 2015. 
(expressed in thousands of Canadian dollars, except for the number of shares) 

Share Capital Convertible Shares 

Number of 
shares  Amount 

 Number of 
shares Amount  

Contributed 
Surplus  AOCL*  Deficit  Total 

Balance at January 1, 2016 732,310,440 765,649 ─ ─ 44,804 ─ (234,494) 575,959
Net income and comprehensive income ─ ─ ─ ─ ─ ─ 19,641 19,641
Deferred income taxes on 

share issuance costs (Note 16) ─  5,752  ─ ─ ─  ─  ─  5,752 
Exercise of warrants 91,912,732 88,954 ─ ─ (6,232) ─ ─ 82,722
Exercise of options 2,529,165 2,813 ─ ─ (939) ─ ─ 1,874
Share issued for cash – private placement 

(Note 18c) 1,700,000  1,700 
─ ─ ─

─  ─  1,700 
Share-based compensation ─ ─ ─ ─ 1,893 ─ ─ 1,893

Balance at December 31, 2016 828,452,337 864,868 ─ ─ 39,526 ─ (214,853) 689,541

Balance at May 1, 2015 732,310,440 765,649 ─ ─ 42,656 ─ (230,838) 577,467
Net loss and comprehensive loss for the 

period ─ ─ 
─ ─

─  ─  
(3,656) (3,656)

Share-based compensation ─ ─ ─ ─ 2,148 ─ ─ 2,148

Balance at December 31, 2015 732,310,440 765,649 ─ ─ 44,804 ─ (234,494) 575,959

Balance at May 1, 2014 152,906,208 362,925 22,543,918 56,182 20,901 (148) (230,196) 209,664
Net loss ─ ─ ─ ─ ─ ─ (642) (642)
Other comprehensive loss ─ ─ ─ ─ ─ 148 ─ 148

Comprehensive loss ─ ─ ─ ─ ─ 148 (642) (494)

Common shares and warrants issued 
upon conversion of subscription 
receipts - Public offering  188,600,000 119,230  ─  ─  12,790  ─  ─  132,020 

Common shares issued upon conversion 
of subscription receipts  - Private 
placement 366,272,310 239,202  ─  ─  ─  ─  ─  239,202 

Exercise of options 283,750 159 ─ ─ (45) ─ ─ 114
Shares issued for interest payment 1,704,254 1,200 ─ ─ ─ ─ ─ 1,200
Conversion of non-voting convertible 

shares into common shares 22,543,918 56,182  (22,543,918)  (56,182)  ─  ─  ─  ─ 
Share-based compensation ─ ─ ─ ─ 4,690 ─ ─ 4,690
Share issuance costs ─ (13,249) ─ ─ ─ ─ ─ (13,249)
Warrants issued (Note 18d) ─ ─ ─ ─ 4,701 ─ ─ 4,701
Warrant issuance costs ─ ─ ─ ─ (381) ─ ─ (381)

Balance at April 30, 2015 732,310,440 765,649 ─ ─ 42,656 ─ (230,838) 577,467

* Accumulated Other Comprehensive Loss  
Equity is solely attributable to shareholders of Stornoway Diamond Corporation 
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Stornoway Diamond Corporation 
Consolidated Statements of Cash Flows 
For the year ended December 31 2016, with comparative figures for the eight-month period ended December 31 2015, 

and the year ended April 30, 2015. 
(expressed in thousands of Canadian dollars) 

Cash Flow Provided by (Used In) Notes 
December 31,

2016 
December 31,

2015 
April 30,

2015 

Operating Activities 
Net income (loss) 19,641 (3,656) (642)

Items not affecting cash 

Amortization 100 61 96

Accretion 239 101 4,606

Loss on disposal of assets 38 ─ 1,922

Loss on investment 21 21 148
Amortization of deferred transaction costs 13f 5,216 ─ ─
Deferred income tax recovery (45,335) ─ (1,347)

Transaction fees – derivatives ─ ─ 2,145

Foreign exchange (gain) loss (1,568) 3,645 (2,968)

Loss (gain) on fair value of derivatives 8,858 (6,357) (11,905)

Share-based compensation 1,276 1,034 2,468

Deferred revenue from Stream 15 116,267 105,640 101,464 

Changes in non-cash working capital 

Decrease (increase) in receivables 9,180 1,795 (15,320)

(Increase) decrease in prepaid expenses and 
deposits 

(472) 134 280

(Increase) decrease in inventory (39,885) (3,117) ─ 
Increase (decrease) in payables and accrued 

liabilities 1,252 (372) (1,865) 

74,828 98,929 79, 082

Investing Activities
Acquisition of property, plant and equipment 24 (288,985) (260,706) (182,885)
Pre-commercial production revenue capitalized 8,467 ─ ─
Proceeds from sale of fixed assets to be leased back 9,980 ─ ─

Increase in other financial assets (2,617) (1,747) (4,683)

(Increase) decrease in short-term investments 107,284 123,113 (273,706)

(165,871) (139,340) (461,274)

Financing Activities 

Proceeds from the issuance of common shares 18c 2,040 ─  ─ 
Options and warrants exercised 18d, e 84,596 ─ 114

Repayment of long-term debt (9,350) (2,384)  (60) 

Proceeds from the issuance of long-term debt 13d ─  ─  7,099 
Shares issued for interest payment on long-term 

debt 
13a

─ ─  (1,200) 
Subordination fees on debt 13a ─ ─ (600)
Proceeds from the issuance of convertible 

debentures, net of discount  14 ─ ─  83,264 

Convertible debenture issuance costs 14 ─ ─  (4,439) 

Deferred transaction costs 13f ─  (6,147) 
Proceeds from the issuance of subscription receipts 18a ─ ─ 373,898
Subscription receipt issuance costs 18a ─ ─ (17,736)

77,286 (2,384) 434,193 

Effect of foreign exchange rate changes on cash and 
cash equivalents (2,042) 11,382 10,521 

Net (decrease) increase in cash and cash equivalents (15,799) (31,413) 62,522

Cash and cash equivalents – Beginning of year 58,092 89,505  26,983 

Cash and cash equivalents – End of year 42,293 58,092 89,505 

See supplemental schedule of non-cash investing and financing transactions (Note 24) 
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Nature of Operations 

Stornoway Diamond Corporation (“Stornoway” or the “Corporation”) is a diamond mining corporation existing 
under the Canada Business Corporations Act and listed on the Toronto Stock Exchange (“TSX” - SWY). The 
Corporation’s primary asset is the Renard Diamond Mine in Québec, Canada where construction commenced in 
July 2014. Stornoway formally declared commercial production at Renard on January 1, 2017. The head office 
and principal address of the Corporation is Suite 400, 1111 St.-Charles Street West, Longueuil, Quebec, J4K 5G4.  

The consolidated financial statements have been prepared on a going concern basis, which assumes that the 
Corporation will be able to realize its assets and discharge its liabilities in the normal course of business as they 
come due into the foreseeable future.  

On July 8, 2014, the Corporation completed a series of financing transactions (the “Financing Transactions”), 
consisting of the issuance of common shares and warrants, convertible debentures, a diamond streaming 
agreement (the “Stream”), a loan agreement (the “Senior Secured Loan”) with first-ranking security against the 
assets of Stornoway Diamonds (Canada) Inc. (“SDCI”), a wholly owned subsidiary of the Corporation, cost overrun 
facilities and an equipment finance facility. Proceeds from the Financing Transactions are being used for the 
construction of the Renard mine (hereinafter the “Renard Diamond Mine” or the “Renard Project”), and for 
working capital during the construction period, including interest and financing expenses.  

On July 8, 2014, the Corporation received gross proceeds of $458 million1, consisting of $254 million and US$110 
million released from escrow (from the subscription receipts issued on May 23, 2014, in connection with the 
Corporation’s public and private common share offerings) and gross proceeds of US$81.3 million from the 
issuance of convertible debentures before a discount to the purchaser of 4% (US$3.3 million) of the principal 
amount. After deducting the 4% discount and other expenses of $24 million paid on the closing date, the 
Corporation’s net proceeds totalled $431 million. Proceeds of US$250 million from the Stream were received in 
three tranches, the first and second tranches totalling US$80 million each and the third tranche totalling US$90 
million, were received on March 31, 2015, September 30, 2015 and, March 30, 2016 respectively. In addition, 
prior to their expiry on July 8, 2016, 91,912,732 common shares purchase warrants were exercised for total 
proceeds to the Corporation of $82.7 million. These funds were used to support the completion of the 
construction of the Renard Project and must be fully utilized prior to the Corporation being able to draw upon 
the $100 million committed senior loan facility, which the Corporation expects to do in 2017. 

The Corporation expects to draw from the $100 million Senior Secured Loan, Tranche A during 2017. So long as 
the Corporation meets the conditions precedent to the Senior Secured Loan (see Note 13g), the Corporation 
anticipates that it has sufficient liquidity to meet its capital requirements up to the commencement of the 
underground mining operations. Should the Corporation not be able to draw from the Senior Secured Loan and 
in the event that the cash generated from operations are insufficient to complete construction and 
commissioning of the underground mine, the Corporation will need to complete further financing. 

Summary of Significant Accounting Policies 

a) Basis of Preparation  

These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) , as issued by the International Accounting Standards Board (“IASB”) and 
Interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”) which the Canadian 
Accounting Standards Board has approved for incorporation into Part I of the Chartered Professional 
Accountants of Canada Handbook – Accounting. 

1 As at July 8, 2014, C$:US$ conversion rate of $1.0674 



Stornoway Diamond Corporation 
Notes to Consolidated Financial Statements 
December 31, 2016, December 31, 2015 and April 30, 2015 
(tabular amounts expressed in thousands of Canadian dollars, unless otherwise stated) 
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Summary of Significant Accounting Policies – continued –

a) Basis of Preparation – continued –

These consolidated financial statements have been prepared on a historical cost basis except for the revaluation 
of certain financial instruments to fair value. In addition, these consolidated financial statements have been 
prepared using the accrual basis of accounting except for cash flow information. These consolidated financial 
statements were approved for issue by the Board of Directors on February 21, 2017. 

To better align financial, operational and regulatory reporting in advance of commencing production, in 2015, 
Stornoway changed its fiscal year-end from April 30th to December 31st. As a result, information contained in 
the consolidated statements of Income (loss), consolidated statements of comprehensive income (loss), 
consolidated statements of changes in equity, the consolidated statements of cash flows, and any corresponding 
notes thereto pertaining to the periods ended December 31, 2016 and April 30, 2015 are for a twelve month 
period respectively, whereas information for the period ended December 31, 2015 is for an eight month period. 
More information can be found in a notice of change in year-end filed on SEDAR on July 27, 2015. 

b) Basis of Consolidation 

The consolidated financial statements comprise the financial statements of the Corporation and its subsidiaries 
as at December 31, 2016. Subsidiaries are fully consolidated from the date of acquisition, being the date on 
which the Corporation obtains control, and continue to be consolidated until the date that such control ceases. 

The financial statements of the Corporation’s subsidiaries are prepared for the same reporting period as the 
parent company, using consistent accounting policies. All intercompany balances, income and expenses, and 
unrealized gains and losses resulting from intercompany transactions are eliminated in full.  

c) Foreign Currencies 

The presentation currency and functional currency of the Corporation and each of its active subsidiaries is the 
Canadian dollar. Transactions in currencies other than the functional currency are recorded at the rates of 
exchange prevailing on dates of transactions. At each statement of financial position date, monetary assets and 
liabilities that are denominated in foreign currencies are translated at the rates prevailing at that date.  

d) Financial Instruments 

Financial assets and liabilities are recognized when the Corporation becomes a party to the contractual 
provisions of the instrument. Financial assets are derecognized when the rights to receive cash flows from the 
assets have expired or have been transferred and the Corporation has transferred substantially all risks and 
rewards of ownership. Financial liabilities are derecognized when the obligation specified in the contract is 
discharged, cancelled or expires. 



Stornoway Diamond Corporation 
Notes to Consolidated Financial Statements 
December 31, 2016, December 31, 2015 and April 30, 2015 
(tabular amounts expressed in thousands of Canadian dollars, unless otherwise stated) 
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Summary of Significant Accounting Policies – continued –

d) Financial Instruments – continued –

Financial Assets 

At initial recognition, the Corporation classifies its financial instruments into the following categories: 

Loans and receivables – These assets are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market. Loans and receivables are initially recognized at the amount expected 
to be received, less, when material, a discount to reduce the loans and receivables to fair value. Subsequently 
they are measured at amortized cost using the effective interest rate method less any provision for impairment.  

Held-for-trading – Financial instruments in this category are recognized initially and subsequently at fair value. 
Transaction costs are expensed in the consolidated statements of loss. Gains and losses arising from changes in 
fair value are presented in the consolidated statements of loss. 

Available-for-sale – Non-derivative financial assets not included in the above categories are classified as 
available-for-sale. They are carried at fair value with changes in fair value recognized in other comprehensive 
loss. When an available-for-sale investment is sold or impaired, the accumulated gains or losses are moved from 
accumulated other comprehensive loss to the consolidated statements of loss.  

At each reporting date, the Corporation assesses whether there is objective evidence that a financial asset (other 
than a financial asset classified as fair value through profit or loss) is impaired. Financial instruments are 
impaired when there is objective evidence that, as a result of one or more events that occurred after the initial 
recognition of the financial instrument, the estimated future cash flows of the investment have been impacted. 

For equity securities, a significant or prolonged decline in the fair value of the security below its cost is evidence 
that the assets are impaired. 

If such evidence exists, the Corporation recognizes an impairment loss, as follows: 

i) Loans and receivables: The loss is the difference between the amortized cost of the loan or receivable 
and the present value of the estimated future cash flows, discounted using the instrument’s original 
effective interest rate. The carrying amount of the asset is reduced by this amount either directly or 
indirectly through the use of an allowance account. 

ii) Available-for-sale financial assets: The impairment loss is the difference between the original cost of 
the asset and its fair value at the measurement date, less any impairment losses previously recognized 
in the statements of loss. This amount represents the loss in accumulated other comprehensive loss 
that is reclassified to other income (expenses), net. 

Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods if the amount 
of the loss decreases and the decrease can be related objectively to an event occurring after the impairment 
was recognized. Impairment losses on available-for-sale equity instruments are not reversed. 

Financial Liabilities 

Other financial liabilities – Other financial liabilities are initially recorded at fair value net of any directly 
attributable transaction costs. Subsequent to initial recognition these financial instruments are measured at 
amortized cost using the effective interest method. 



Stornoway Diamond Corporation 
Notes to Consolidated Financial Statements 
December 31, 2016, December 31, 2015 and April 30, 2015 
(tabular amounts expressed in thousands of Canadian dollars, unless otherwise stated) 
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Summary of Significant Accounting Policies – continued –

e) Cash and Cash Equivalents 

For purposes of reporting cash flows, the Corporation considers cash and cash equivalents to include amounts 
held with banks and highly liquid debt investments which are readily convertible into cash and had remaining 
maturities at the point of purchase of less than 90 days.  The Corporation uses highly liquid debt instruments 
for cash management purposes, rather than strictly for investment purposes.  

f) Short-Term Investments 

The Corporation considers short-term investments to include amounts held with remaining maturities at the 
point of purchase of more than 90 days and less than one year.  

g) Inventories  

Diamond ore is measured and valued at the lower of average production costs and net realizable value. Net 
realizable value is the estimated selling price of the diamonds based on the prevailing diamond price on the 
reporting date, less estimated costs to complete production and to bring the diamonds to sale. Production costs 
that are capitalized as inventory include the costs directly related to bringing the inventory to its current 
condition, such as materials, labour, other direct costs (including external services and depreciation, depletion 
and amortization) and production related overheads.  

Stockpiled ore represents coarse ore that has been extracted from the mine and is stored for future processing. 
Stockpiled ore value is based on the costs incurred (including depreciation and amortization) in bringing the ore 
to the stockpile. Costs are added to the stockpiled ore based on current mining costs per tonne and are removed 
at the average cost per tonne of ore in the stockpile. 

Rough diamonds classified as finished goods comprise carats that have been subject to the sorting and valuation 
process. Rough diamonds that have not been subject to or that are still undergoing sorting and valuation at 
period end are classified as work in progress inventory. 

Other materials and supply inventories are valued at the lower of the average cost and net realizable value. 
Obsolete, redundant and slow moving inventories are identified at each reporting date and written down to 
their net realizable values. 

h) Provisions 

Asset Retirement Obligation 

An obligation to incur restoration, rehabilitation and environmental costs arises when an environmental 
disturbance is caused by the exploration, development or ongoing production of a mineral property. Such costs 
arising for the decommissioning of plant and other site preparation work, discounted to their net present value, 
are provided for and capitalized to the carrying value of the assets, as soon as a legal or constructive obligation 
to incur such costs arises. A pre-tax discount rate that reflects the current market assessment of the time value 
of money and the risks specific to the liability is used to calculate the net present value. The related liability is 
adjusted in each period to reflect the accretion related to the time value of money, changes to the pre-tax 
discount rate and changes in the amount or timing of the underlying cash flows needed to settle the obligation.  

Changes to provisions that were capitalized on initial recognition to the cost of the related asset are added to 
or deducted from the carrying amount of the asset. The accretion of the liability is recognized as part of other 
income (expenses), net in the consolidated statements of loss. 
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Notes to Consolidated Financial Statements 
December 31, 2016, December 31, 2015 and April 30, 2015 
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Summary of significant accounting policies – continued –

h) Provisions – continued –

Other Provisions  

Provisions are recognized when a legal or constructive obligation exists, as a result of past events, and it is 
probable that an outflow of resources that can be reliably estimated will be required to settle the obligation. 
Where the effect is material, the provision is discounted using an appropriate pre-tax market-based discount 
rate. 

i) Exploration and Evaluation Expenses and Mineral Properties  

Exploration and evaluation expenses include expenditures associated with geological and geophysical studies, 
expenses related to the initial search for deposits with economic potential such as exploratory drilling, sampling 
and activities involved in evaluating the technical feasibility and commercial validity of extracting mineral 
resources. Exploration and evaluation expenses and related financing and interest costs are expensed as 
incurred except for the costs of acquiring licenses and other expenditures associated with the acquisition of 
exploration and evaluation assets. 

Exploration and evaluation expenditures are expensed as incurred until it has been determined that the 
technical feasibility and commercial viability of the extraction of resources from a particular mineral property 
have the potential to generate future benefits,  at which time they can be capitalized. 

j) Mineral Properties – Mine Under Construction 

All expenditures undertaken in the development, construction, installation and/or completion of mine 
production facilities are capitalized and initially classified as “Mine under construction”. As certain components 
of the installation are ready for their intended use and commissioned, they are reclassified as “Property, plant 
and equipment”.  

All expenditures related to the construction of mine declines and ore body access, including mine shafts and 
ventilation raises are considered to be underground capital development and are capitalized. Expenses incurred 
after reaching the ore body are regarded as operating development costs and are included in the cost of ore 
extracted.  

k) Stripping costs 

In open pit mining operations, it is necessary to remove overburden and other waste materials to access ore 
from which minerals can be extracted economically. The process of mining overburden and waste materials is 
referred to as stripping. Stripping costs incurred in order to provide initial access to the ore body (referred to as 
pre-production stripping) are capitalized as mine development costs. 

It may be also required to remove waste materials and to incur stripping costs during the production phase of 
the mine. The Corporation recognizes a stripping activity asset if all of the below conditions are met: 

(i) It is probable that the future economic benefit (improved access to the component of the ore body) 
associated with the stripping activity will flow to the Corporation. 

(ii) The Corporation can identify the component of the ore body for which access has been improved. 
(iii) The costs relating to the stripping activity associated with that component can be measured reliably. 
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Summary of significant accounting policies – continued –

k) Stripping costs – continued –

The Corporation measures the stripping activity at cost based on an accumulation of costs incurred to perform 
the stripping activity that improves access to the identified component of ore, plus an allocation of directly 
attributable mine site overhead costs. 

After initial recognition, the stripping activity asset is carried at cost less depreciation and impairment losses in 
the same way as the existing asset of which it is a part. 

The stripping activity asset is depreciated over the expected useful life of the identified components of the ore 
body that becomes more accessible as a result of the stripping activity using the units of production method. 

l) Property, Plant and Equipment 

Property, plant and equipment are stated at cost less accumulated amortization and accumulated impairment 
losses. Cost comprises the fair value of consideration given to acquire an asset and includes the direct charges 
associated with bringing the asset to the location and condition necessary to put the asset into use, as well as 
the future cost of dismantling and removing the plant and associated infrastructure and restoring and 
rehabilitating the land on which it is situated. When parts of an item of property, plant and equipment have 
different useful lives, they are accounted for as separate items (major components) of property, plant and 
equipment. Replacement cost, including major inspection and overhaul expenditures are capitalized as 
components of property, plant and equipment, which are accounted for separately.

Amortization is provided on property, plant and equipment. Amortization is calculated so as to write off the cost 
of each asset over its expected useful life to its estimated residual value. The estimated useful lives, residual 
values and amortization method are reviewed at the end of each annual reporting period. Mineral properties 
are not amortized until the properties to which they relate are placed into commercial production, at which 
time the costs will be amortized on a unit-of-production method following commencement of commercial 
production. Construction in progress is not amortized; rather it is deferred until the asset is ready for use, at 
which point the deferred amount is transferred to the appropriate asset category and amortized as set out 
below. 

Property, plant and equipment are depreciated annually at the following rates: 

Buildings, Camp and Accommodations Straight-line between 10 and 14 years 
Plant and equipment Straight-line between 10 and 14 years 
Road & Airstrip Straight-line over 14 years 
Leasehold Improvements  Lease term 
Exploration, Laboratory and Office Equipment 10-50% declining balance 
Vehicles and machinery Straight-line between 3 and 13 years 
Mineral Properties Unit-of-production relative to the proven and 

probable reserve of specific ore deposit or  
total ore deposit. 

m) Impairment of Non-Financial Assets 

The carrying amounts of the Corporation’s non-financial assets are reviewed for impairment whenever facts 
and circumstances suggest that the carrying amounts may not be recoverable. If any such indication exists, the 
recoverable amount of the asset is estimated in order to determine the extent of impairment (if any). 
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Summary of significant accounting policies  – continued –

m) Impairment of Non Financial Assets – continued –

Impairment is assessed at the level of a cash-generating unit (“CGU”) which, in accordance with IAS 36 
“Impairment of Assets”, are identified as the smallest identifiable group of assets that generates cash inflows, 
which are largely independent of the cash inflows from other assets.  

The recoverable amount is the higher of fair value less costs of disposal and the value in use. In assessing value 
in use, the estimated future cash flows are discounted to their present value using a pre-tax market-based 
discount rate that reflects current market assessments of the time value of money and the risks specific to the 
asset for which the estimates of future cash flows have not been adjusted. In assessing fair value less costs of 
disposal, the use of estimated future cash flows discounted to their present value using an after-tax market-
based discount rate is permitted where there is no readily available information for the amount that a market 
participant would pay for the asset, less the costs of disposal.  

If the recoverable amount of the CGU is estimated to be less than its carrying amount, the carrying amount of 
the CGU is reduced to its recoverable amount.  

Where an impairment loss subsequently reverses, the carrying amount of the CGU is increased to the revised 
estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed 
the carrying amount that would have been determined had no impairment loss been recognized for the asset 
in prior years. Previously recognized impairment losses are reversed if in subsequent periods, conditions giving 
rise to the impairment reverse. 

n) Investment Tax Credits 

The Corporation is eligible to receive investment tax credits (“ITCs”) related to certain of its exploration and 
evaluation expenditures. The amount of any ITC is offset against the related exploration expenses. Due to the 
uncertainty around the timing and amount of any ITC, it is recorded only when a notice of assessment is 
received.  

o) Share Capital 

Common shares are classified as equity. Transaction costs directly attributable to the issue of common shares 
are recognized as a deduction from equity, net of any tax effects. 

Proceeds from unit placements of the Corporation’s common share and warrants are allocated between shares 
and warrants issued on a pro-rata basis of their value within the unit using the Black-Scholes pricing model to 
determine the fair value of warrants issued. 

p) Flow-through Shares 

Under Canadian income tax legislation, a company is permitted to issue flow-through shares whereby the 
Corporation agrees to incur qualifying expenditures and renounce the related income tax deductions to the 
investors. For accounting purposes, the proceeds from issuance of these shares are allocated between the 
offering of shares and the sale of tax benefits. The allocation is made based on the difference between the 
quoted price of the existing shares and the amount the investor pays for the shares. A flow-through liability is 
recognized in Other Liabilities on the consolidated statements of financial position for this difference or 
premium. Upon incurring these qualifying expenditures, the associated tax benefits previously recognized in 
other liabilities will be reversed into the consolidated statements of loss under current income tax recovery. 



Stornoway Diamond Corporation 
Notes to Consolidated Financial Statements 
December 31, 2016, December 31, 2015 and April 30, 2015 
(tabular amounts expressed in thousands of Canadian dollars, unless otherwise stated) 

Page 14 of 52 

Summary of Significant Accounting Policies – continued –

q) Income and Mining Taxes 

Current Income and Mining Taxes 

Current income and mining tax is recognized in the consolidated statements of loss, except to the extent that it 
relates to items recognized in other comprehensive loss or directly in equity. In this case, the tax is also 
recognized in other comprehensive loss or directly in equity, respectively. Mining taxes represent Canadian 
provincial taxes levied on mining operations and are classified as income taxes since such taxes are based on a 
percentage of mining profits. The current income and mining tax charge reflect the expected tax payable using 
the tax laws enacted or substantively enacted at the balance sheet date in the jurisdictions where the 
Corporation and its subsidiaries operate and generate taxable income. Management periodically evaluates 
positions taken in tax returns with respect to situations in which applicable tax regulation is subject to 
interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the 
tax authorities.

Deferred Income and Mining Taxes 

The asset and liability method is used for determining deferred income and mining taxes. Under the asset and 
liability method, the change in the net deferred tax asset or liability is included in income. The income and 
mining tax effects of temporary differences in the time when income and expenses are recognized in accordance 
with the Corporation’s accounting practices and the time they are recognized for income and mining tax 
purposes are reflected as deferred income tax assets or liabilities. Deferred income tax assets and liabilities are 
measured using enacted, or substantially enacted statutory rates that are expected to apply to taxable income 
in the years in which temporary differences are expected to be recovered or settled. Deferred income tax assets 
are recognized only to the extent that, in the opinion of management, it is more likely than not that the assets 
will be realized. 

Deferred tax assets and liabilities are not recognized if the temporary differences arise from the initial 
recognition of an asset or liability in a transaction (other than in a business combination) that does not affect 
income or loss. Deferred income and mining tax assets and liabilities are presented as non-current and are offset 
when there is a legally enforceable right to offset current tax assets against current tax liabilities and when 
deferred tax assets and liabilities relate to income or mining taxes levied by the same taxation authority on 
either the same taxable entity or different taxable entities where there is an intention to settle the balances on 
a net basis. 

r) Share-Based Payment Transactions  

The Corporation’s share option plan allows its directors, officers, employees and consultants to acquire shares 
of the Corporation. An individual is classified as an employee when the individual is an employee for legal or tax 
purposes or provides services similar to those performed by an employee. If and when the stock options are 
ultimately exercised, the applicable amounts of contributed surplus are transferred to share capital.  

Fair value is determined at the date of the grant and each tranche is recognized on a graded-vesting basis over 
the period during which the options vest and is measured using the Black-Scholes option pricing model taking 
into account the terms and conditions upon which the options were granted. At each statements of financial 
position date, the amount recognized as an expense or capitalized in property, plant and equipment, is adjusted 
to reflect the actual number of share options that are expected to vest. 
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Summary of Significant Accounting Policies  – continued –

s) Earnings (Loss) per Share 

The calculation of earnings (loss) per share (“EPS”) is based on the weighted average number of shares 
outstanding for each period. The basic EPS is calculated by dividing the net earnings or loss attributable to the 
equity owners of the Corporation by the weighted average number of common shares outstanding during the 
period. The treasury stock method is used to determine the dilutive effect of the warrants, share options and 
the if-converted method is used for the convertible debentures.  Under the treasury stock method, when the 
Corporation reports a loss, the diluted net loss per common share is equal to the basic net loss per common 
share due to the anti-dilutive effect of the outstanding warrants and share options.  Under the if-converted 
method, the convertible debentures are assumed to be converted at the later of the beginning of the period or 
the time of issuance and the net loss is adjusted for transaction costs, interest accretion, and, the impact of 
changes in foreign exchange rates on the convertible debenture and the fair value fluctuation of the embedded 
derivatives. 

t) Borrowings and Borrowing Costs 

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are subsequently 
carried at amortized cost; any difference between the proceeds (net of transaction costs) and the redemption 
value is recognized in the statements of loss or recorded within property, plant and equipment if borrowings 
directly relate to acquisition of property, plant and equipment and recognized over the period of the borrowings 
using the effective interest method.  Borrowings, including government loans that are not at a market rate of 
interest, are initially recognized at their fair value, net of transaction costs based on an estimated market rate. 

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset 
are capitalized as part of the cost of the asset until such a time as the asset is substantially complete and ready 
for its intended use. All other borrowing costs are expensed as incurred. 

u) Deferred Transaction Costs 

Fees paid on the establishment of loan facilities are recognized as transaction costs to the extent that it is 
probable that some or all of the facility will be drawn down. Transaction costs are deferred until the facility is 
arranged and draw-down occurs at which time the deferred fees will be offset against the loan proceeds. Should 
the loan facility not close as contemplated, the deferred fees will be expensed.  

Professional fees and other expenses related to the offerings of subscription receipts, convertible debentures 
and equipment financing, are deferred until these financing transactions close at which time the deferred fees 
will be offset against the financing transaction to which they relate. Professional fees and other expenses related 
to the Stream are accounted for as deferred contract acquisition costs and will be recognized as cost of sales 
upon recognition of the anticipated diamond sales to the counterparties of the Stream. Should the financing 
transactions not close as contemplated, these deferred transaction costs will be expensed.  

v) Leases 

The determination of whether an arrangement is, or contains, a lease is based on the substance of the 
agreement at the inception date. 

Finance Leases 
Leases which transfer substantially all the risks and rewards incidental to ownership of the leased item to the 
Corporation as a lessee are capitalized at the inception of the lease at the fair value of the leased asset, or, if 
lower, at the present value of the minimum lease payments. Lease payments are apportioned between finance 
charges and the lease liability. 
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Summary of Significant Accounting Policies  – continued –

v) Leases – continued –

Capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease 
term, if there is no reasonable certainty that the Corporation will obtain ownership by the end of the term of 
the lease. 

Operating Leases 
Leases that do not transfer substantially all the risks and rewards incidental to ownership to the Corporation as 
a lessee are classified as operating leases. Operating lease payments are recognized as an expense in the 
consolidated statements of loss on a straight-line basis over the lease term. 

w) Compound Instruments 

The convertible debentures issued by the Corporation are considered to be a compound financial instrument 
that can be converted into common shares of the Corporation at the option of the holder, where the number 
of shares to be issued does not vary but where the fair value of the consideration will change because the 
Corporation’s functional currency is in Canadian dollars while the convertible debentures are denominated in 
US dollars.  The subscription receipts issued by the Corporation were also considered to be a compound financial 
instrument. 

The compound financial instrument is recognized as a liability, with the initial carrying value of the convertible 
debentures (host) being the residual amount of the proceeds after separating the derivative component, which 
is recognized at fair value. Any directly attributable transaction costs are allocated to the host and derivative 
components in proportion to their initial carrying amounts. 

Subsequent to initial recognition, the host component of the compound financial instrument is measured at 
amortized cost using the effective interest method. The derivative component of the compound financial 
instrument is measured at fair value through profit and loss.  Subsequent changes in fair value are recorded in 
the consolidated statements of loss. 

x) Embedded Derivatives 

Embedded derivatives are recorded at fair value separately from the host contract when their economic 
characteristics and risks are not clearly and closely related to those of the host contract. Subsequent changes in 
fair value are recorded in the consolidated statements of loss. 

y) Deferred Revenue 

Deferred revenue consists of payments received by the Corporation under the Stream in consideration for 
future commitments to deliver diamonds at contracted prices. As deliveries are made, the Corporation will 
record a portion of the deferred revenue as sales, based on a proportionate share of deliveries made compared 
with the total estimated contractual commitment. 

z) Revenue recognition 

Sales of rough diamonds are recognized when the significant risks and rewards of ownership are transferred to 
the customer, the amount of sales can be measured reliably and the receipts of future economic benefits are 
probable. Sales are measured at the fair value of the consideration received or receivable. Until such time when 
commercial production is reached, pre-commercial production revenue is accounted for as a reduction of Mine 
Under Construction within property, plant, and equipment. 
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New Accounting Standards and Interpretations 

The International Accounting Standards Board has issued several new standards that have relevance to the 
Corporation, some of which have been adopted and others have not yet been adopted by the Corporation.  The 
following is a brief summary of the new standards which are applicable to the Corporation:

Adopted 

IAS 1 - Presentation of Financial Statements
In December 2014, the IASB issued amendments to IAS 1 “Presentation of Financial Statements” to clarify 
materiality, order of notes to financial statements, disclosure of accounting policies as well as aggregation and 
disaggregation of items presented in the statements of financial position, statements of income (loss) and 
statements of comprehensive income (loss). These amendments were applied to the fiscal year beginning on 
January 1, 2016, with no significant impacts on the consolidated financial statements disclosures. 

Not Yet Adopted 

IFRS 2 - Share based payments 
In June 2016, the IASB issued an amendment to IFRS 2 to clarify the measurement for cash-settled, share-based 
payments and the accounting for modifications that change an award from cash-settled to equity-settled. The 
mandatory effective date of the amendment to IFRS 2 is for annual periods beginning on or after January 1, 
2018. Management is currently reviewing the impact of adopting IFRS 2 in its consolidated financial statements. 

IFRS 9 - Financial Instruments  
In November 2009 and October 2010, the International Accounting Standards Board (“IASB”) issued the first 
phase of IFRS 9, Financial Instruments. In November 2013, the IASB issued a new general hedge accounting 
standard, which forms part of IFRS 9. The final version of IFRS 9 was issued in July 2014 and includes a third 
measurement category for financial assets (fair value through other comprehensive income) and a single, 
forward-looking ‘expected loss’ impairment model.  

IFRS 9 replaces the current multiple classification and measurement models for financial assets and liabilities 
with a single model that has three classification categories: amortized cost, fair value through other 
comprehensive income and fair value through profit and loss. The basis of classification depends on the entity’s 
business model and the contractual cash flow characteristics of the financial asset or liability. It also introduces 
limited changes relating to financial liabilities and aligns hedge accounting more closely with risk management. 
The new standard is effective for annual periods beginning on or after January 1, 2018, with early adoption 
permitted.  Management is currently reviewing the impact that this standard will have on its consolidated 
financial statements.   

IFRS 15 - Revenue from Contracts with Customers  
The IASB has issued IFRS 15, Revenue from Contracts with Customers, which will replace IAS 11, Construction 
Contracts and IAS 18, Revenue. The mandatory effective date of IFRS 15 is January 1, 2018 with early adoption 
permitted. IFRS 15 establishes a principles-based model to be applied to all contracts with customers in 
determining how and when revenue is recognized. IFRS 15 also requires entities to provide additional 
disclosures. Management is currently reviewing the impact of adopting IFRS 15 in its consolidated financial 
statements. 
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New Accounting Standards and Interpretations  – continued –

Not Yet Adopted – continued –

IFRS 16, Leases 
In January 2016, the IASB issued IFRS 16. IFRS 16 sets out the principles for the recognition, measurement, 
presentation and disclosure of leases for both parties to a contract, which is the customer (“lessee”) and the 
supplier (“lessor”). IFRS 16 replaces IAS 17, Leases, and related interpretations. All leases result in the lessee 
obtaining the right to use an asset at the start of the lease and, if lease payments are made over time, also 
obtaining financing. Accordingly, IFRS 16 will eliminate the classification of leases as either operating leases or 
finance leases as is required by IAS 17 and, instead, introduces a single lessee accounting model. Applying that 
model, a lessee is required to recognize: 

i) The assets and liabilities for any lease with a term of more than 12 months, unless the underlying assets 
are of low value; and 

ii)  depreciation of leased assets separately from the interest related to the lease liabilities in the statements 
of income. 

The new standard is effective for annual periods beginning on or after January 1, 2019 with early adoption 
permitted if IFRS 15 is also applied. Management is currently reviewing the impact of adopting IFRS 16 in its 
consolidated financial statements. 

Critical Accounting Estimates and Judgments 

a) Management Exercise of Judgment 

The preparation of the Corporation’s consolidated financial statements under IFRS requires management to 
make estimates and assumptions about future events and apply judgments that affect the reported amounts 
of assets and liabilities at the date of the consolidated financial statements, the reported amounts of expenses 
during the reporting period and the related disclosures. These assumptions, estimates and judgments are based 
on historical experience, current trends and other factors that management believes to be relevant at the time 
the consolidated financial statements are prepared.  

b) Accounting Estimates 

On a regular basis, management reviews the Corporation’s accounting policies and the related assumptions 
and estimates so that the consolidated financial statements are presented fairly and in accordance with IFRS 
and IFRIC Interpretations. Critical accounting estimates are those that have a significant risk of having a material 
impact on the carrying amounts of assets and liabilities within the next financial year. The annual audited 
consolidated financial statements include estimates which, by their nature, are uncertain. The impacts of such 
estimates are pervasive throughout the consolidated financial statements, and may require accounting 
adjustments based on future occurrences. Revisions to accounting estimates are recognized in the period in 
which the estimate is revised and the revision affects both current and future periods. 

Impairment of Non-Financial Assets 

The Corporation’s management reviews the carrying value of the Corporation’s non-financial assets when there 
are events or circumstances that may indicate impairment. This determination requires significant judgment. 
Factors that could trigger an impairment review of non-financial assets include, but are not limited to, 
significant negative industry or economic trends including the price of diamonds, change in foreign exchange 
rates, changes in mineral reserves, changes in diamond grades and recoveries, and /or a decrease in the market 
capitalization of the Corporation. IAS 36 Impairment of Assets uses a two-step approach to a) identify if an 
impairment indicator exists and b) to measure an impairment loss, which is based on comparing the carrying 
value to the recoverable amount. The recoverable amount is the higher of value in use, which is based on 
discounted cash flows, and fair value less costs of disposal (the amount obtainable from the sale of an asset or 
a cash-generating unit (“CGU”) in an arm’s length transaction between knowledgeable, willing parties, less the  
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Critical Accounting Estimates and Judgments – continued –

b) Accounting Estimates – continued –

costs of disposal). Where there is no binding sale agreement or active market, fair value less costs of disposal 
is based on the best information available to estimate what after-tax rate of return a market participant might 
expect to achieve for an arm’s length acquisition of the CGU, using estimated cash-flows which include future 
capital expenditures. 

Included in property, plant and equipment are capitalized costs for the Renard Diamond Mine (“Renard Mine 
CGU”), which is the Corporation’s most significant non-financial asset. As at December 31, 2016, the market 
capitalization of the Corporation is more than the carrying value of its net assets. As at December 31, 2015, the 
Corporation’s market capitalisation was below the carrying value of its net assets which triggered Management 
to perform an impairment assessment. Based on management’s assessment and judgments, there are no 
indicators of impairment and therefore, management has not performed an impairment assessment as at 
December 31, 2016. 

Since the release of the Updated Renard Diamond Project Mine Plan and Mineral Reserve Estimate dated 
March 30, 2016, the diamond prices realized by the Corporation and budgeted for 2017 have been below the 
prices used to determine its mineral reserves. Management believes that current prices are not representative 
of the longer term pricing profile of the project, as lower prices are mainly due to the fine-tuning and ramp-up 
of the process plant, and the Indian banknote demonetization that occurred in late-2016. As such, Management 
deems mineral reserves to be fundamentally unaffected by the current price environment. If diamond prices 
continue to decline or if the decrease in prices is sustained, the Corporation may need to reassess its long-term 
price assumptions, and a significant decrease in the long-term price assumptions could be considered an 
indicator of potential impairment. If this indicator of potential impairment exists, the Corporation may be 
required to conduct an impairment assessment. 

Mineral Reserves and Resources 

The Corporation’s detailed life of mine model includes estimates of mineral reserves. Estimating mineral 
reserves is a complex process involving many variables and assumptions, including many factors beyond the 
Corporation’s control. Reserve estimation is a subjective process, and the accuracy of any reserve estimate is a 
function of the quality of available data and engineering and of geological interpretation and judgment. This 
process involves variables such as geological data on the size, shape and internal geology of the kimberlite 
body, production cost estimates and the future price of diamonds. Mineral reserves and resources have been 
estimated by the Corporation’s Qualified Persons in accordance with definitions and guidelines adopted by the 
Canadian Institute of Mining, Metallurgy and Petroleum (CIM “Standards on Mineral Resources and Reserves). 
Results from drilling, testing and production, as well as material changes in commodity prices subsequent to 
the date of an estimate, may justify revision of such estimate.  

Variations in anticipated tonnages, grades or recovery levels could have a significant effect on the discounted 
cash flows which are used to assess possible impairment.  

Commercial production 

Prior to reaching pre-determined levels of operating capacity intended by management, costs incurred are 
capitalized as part of mine under construction within property, plant and equipment, and proceeds from sales 
are offset against capitalized costs.  
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Critical Accounting Estimates and Judgments – continued –

Accounting Estimates – continued – 

Depletion of capitalized costs for mining properties begins when pre-determined levels of operating capacity 
intended by management have been reached. Management considers several factors in determining when a 
mining property has reached levels of operating capacity intended by management, including: 
• when the mine is substantially complete and ready for its intended use; 
• the ability to sustain ongoing production at a steady or increasing level; 
• the mine has reached a level of pre-determined percentage of design capacity; 
• mineral recoveries are at or near the expected production level, and; 
• the completion of a reasonable period of testing of the mine plant and equipment.  

Commercial production is declared on the first day of the calendar month following achievement of the above 
milestones. Once in commercial production, the capitalization of certain mine development and construction 
costs cease. Subsequent costs are either regarded as forming part of the cost of inventory or expensed. 
However, any costs relating to mining asset additions or improvements or mineable reserve development are 
assessed to determine whether capitalization is appropriate.  

The Renard Diamond Mine achieved commercial production effective January 1, 2017 after it sustained an 
average processing rate of 60% of plant name-plate capacity over a 30 day period. As at December 31, 2016, 
however, the underground mine remains under development. 

Asset Retirement Obligations 

The Corporation has recorded an asset retirement obligation which reflects the present value of the estimated 
amount of undiscounted cash flow required to satisfy the asset retirement obligation in respect of the Renard 
Diamond Mine in Québec. The primary component of this obligation is the removal of equipment currently 
used at the site as well as costs associated with restoration and re-vegetation of the property.  

Future remediation costs are accrued at the end of each period based on management’s best estimate of the 
undiscounted cash costs required for future remediation activities. Changes in estimates are reflected in the 
period during which an estimate is revised. Accounting for reclamation and remediation obligations requires 
management to make estimates of the future costs to be incurred to complete the reclamation and 
remediation work which is required to comply with existing laws, regulations and constructive obligation. 
Estimates for future remediation costs are dependent on labour costs, known environmental impacts, the 
effectiveness of remedial and restoration measures, inflation rates and pre-tax interest rates that reflect a 
current market assessment of the time value of money and the risk specific to the obligation. The Corporation 
also estimates the timing of the outlays, which is subject to change depending on continued exploitation, 
change in mine plan and newly discovered mineral reserves. 

Actual costs incurred may differ from those estimated amounts. Also, future changes to environmental laws 
and regulations and the Corporation’s intent could increase the extent of reclamation and remediation work 
required to be performed by the Corporation. Increases in future costs could materially impact the amounts 
charged to operations for reclamation and remediation.  

The Corporation assesses the asset retirement obligation at each statement of financial position date for 
changes in the estimated amount of the obligation, timing of future cash flows and changes in the discount 
rate.  
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Critical Accounting Estimates and Judgments – continued –

Accounting Estimates – continued – 

Fair Value of Embedded Derivatives 

On July 8, 2014, the Corporation issued convertible debentures for gross proceeds of $86.7 million (US$81.3 
million converted into Canadian dollars at an exchange rate of 1.0674 as at July 8, 2014), before a discount to 
the purchaser of 4% (US$3.3 million) of the principal amount.  The convertible debentures contain a compound 
embedded derivative which consists of conversion and early redemption options.  The derivative is measured 
at fair value through profit and loss and its fair value must be measured at each reporting period, with 
subsequent changes in fair value recorded in the consolidated statements of loss. To estimate the fair value of 
the derivative at the July 8, 2014 inception date and again at subsequent reporting dates, a derivative valuation 
model was used.  Several key assumptions affect the results of this calculation, including estimated share price 
volatility, the probability of a change of control and the estimated credit spread.  See Note 14 for details on the 
assumptions used to determine the fair value of the derivative. 

Income Taxes 

Management continually evaluates the likelihood that it is probable that its deferred tax assets will be realized. 
This requires management to assess whether it is probable that sufficient taxable income will exist in the future 
to utilize these losses within the carry-forward period. By its nature, this assessment requires significant 
judgment. In the fourth quarter of 2016, the Corporation recognized deferred income tax benefits as a result 
of reaching commercial production at the Renard Diamond Mine and it is now being probable that these 
deferred tax assets will be realized. 
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Financial Instruments and Risk Management 

Fair Value 

With the exception of the long-term debt and convertible debentures, the carrying values of the financial assets 
and liabilities presented in the table below approximate their fair values as at December 31, 2016, December 
31, 2015 and April 30, 2015.  The carrying value of cash and cash equivalents, short-term investments, other 
receivables, other financial assets and payables and accrued liabilities, approximate their fair values due to 
their immediate or short-term maturity.  

The Corporation defines fair value as the price that would be received to sell an asset or paid to transfer a 
liability in an arm’s length transaction between market participants at the measurement date. When 
appropriate, the Corporation adjusts the valuation models to incorporate a measure of credit risk.   

Fair Value Hierarchy

The Corporation uses the following hierarchy for determining and disclosing the fair value of financial 
instruments by valuation technique: 

• Level 1: based on quoted (unadjusted) prices in active markets for identical assets or liabilities; 

• Level 2: based on inputs which have a significant effect on fair value that are observable, either directly 
or indirectly from market data; and 

• Level 3: based on inputs which have a significant effect on fair value that are not observable from market 
data. 

Set out below is the carrying amounts of the Corporation’s financial instruments that are recognized in the 
consolidated statements of financial position: 

Carrying Amount

Financial instrument 
classification 

December 31,
2016 

December 31,
2015 

April 30,
2015 

Financial Assets 

Cash and cash equivalents (Note 6) Loans and receivables 42,293  58,092 89,505 

Short-term investments (Note 7) Loans and receivables 43,695  151,000  274,113 

Receivables Loans and receivables 454  559  4,794 

Other financial assets Loans and receivables 9,068  6,430 4,683 

Publicly traded securities Available-for-sale –  21  42 

Financial Liabilities 
Accounts payable and accrued 

liabilities (Note 12) Other financial liabilities  34,874 61,274  53,523 

Long-term debt (Note 13) Other financial liabilities  146,734  137,005  125,093 

Convertible debentures (Note 14)

 Host (Level 2) Other financial liabilities 69,911  66,513  55,421 

 Derivative (Level 3) Held-for-trading 32,858  24,621  27,491 
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Financial Instruments and Risk Management – continued -

The following table presents a comparison of the carrying value and estimated fair value for the debt. 

As at December 31, 2016 As at December 31, 2015 As at April 30, 2015

Long-Term Debt (Other Financial 
Liabilities) 

Carrying 
Value Fair Value  

Carrying 
Value  Fair Value  

Carrying 

Value  Fair Value  

Unsecured debt facility # 1 
(Level 3) (Note 13a) 18,533  20,000 17,992  20,000  17,638  20,000 

Unsecured debt facility # 2 
(Level 3) (Note 13b) 28,419  28,419 25,293  25,293  23,398  23,498 

Other unsecured debt 
(Level 3) (Note 13c) 12,717  12,717 12,717  12,717  12,717  12,717 

Renard Mine Road debt facility 
(Level 3) (Note 13d) 49,781  49,963 50,677  50,867  47,516  47,706 

Obligations under finance leases 
(Level 3) (Note 13e) 37,284  37,284 30,326  30,326  23,824  23,824 

146,734  148,383 137,005  139,203 125,093  127,745 

Convertible debentures  

- Host (Level 3) (Note 14) 69,911  72,515 66,513 69,117  55,421  58,025 

- Derivative (Level 3) (Note 14) 32,858  32,858 24,621 24,621  27,491  27,491 

102,769  105,373 91,134  93,738 82,912  85,516 

Risk Management

The Corporation is exposed to a variety of financial risks by virtue of its activities, including credit risk, interest 
rate risk, liquidity risk and foreign exchange risk. With the successful closing of the Financing Transactions on 
July 8, 2014, the Corporation’s short-term liquidity risk has been substantially eliminated, although the longer-
term risks associated with satisfying its contractual obligations in respect of its debt and convertible debentures 
remain and are dependent on the Corporation’s ability to generate future cash flows. The Corporation’s 
objective with respect to risk management is to manage these risks within acceptable tolerance levels in order 
to reduce potential adverse effects on the Corporation’s ability to develop and operate the Renard Diamond 
Mine and to have sufficient financial resources to meet its financial obligations, including repayment of the 
debt and convertible debentures as they become due. Management is responsible for establishing controls and 
procedures to ensure that financial risks are mitigated to acceptable levels.  

Credit Risk 

Credit risk is the risk of financial loss to the Corporation if a counter-party to a financial instrument or an issuer 
of a security in which the Corporation invests fails to meet its contractual obligations. The Corporation manages 
this risk by investing its cash in highly rated short-term securities.  The maximum exposure to credit risk at the 
reporting date is the carrying value of the Corporation’s financial assets. As at December 31, 2016, the 
Corporation was holding $86.0 million (December 31, 2015 – $208.8 million and April 30, 2015 – $363.6 million)  
of cash and cash equivalents and short-term investments (see Notes 6 and 7). 
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Financial Instruments and Risk Management – continued -

Risk Management – continued -

Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due 
to changes in market interest rates. Financial assets and liabilities with variable interest rates expose the 
Corporation to interest rate risk with respect to its cash flow. The risk that the Corporation will realize a loss as 
a result of a decline in the fair value of any short-term securities included in cash and cash equivalents and 
short-term investments is limited because these investments, although readily convertible into cash, are 
generally held-to-maturity. As of December 31, 2016, management estimates that if interest rates on short-
term securities had varied by 50 basis points from actual rates, assuming all other variables remained constant, 
the impact on income for the year ended December 31, 2016 would have been negligible. The Corporation’s 
exposure to interest rate risk related to its financial liabilities is limited. With the exception of the equipment 
financing facility, all long-term debt is based on fixed interest rates. The Corporation may choose to hedge a 
portion of this risk in the future. 

Foreign Exchange Risk 

As at December 31, 2016, the Corporation is exposed to foreign currency risk as a significant portion of its 
monetary assets, convertible debentures and obligations under capital leases are denominated in US dollars.  
While the majority of the Corporation’s current and anticipated capital and operating expenditures are in 
Canadian dollars, its revenues are denominated in US dollars and so is a significant portion of the Corporation’s 
financing. Accordingly, variations in foreign exchange rates could result in foreign exchange gains or losses.   

The Corporation had the following foreign currency exposures at year-end: 

December 31, 2016 

(US$) 
U.S. financial instruments measured at amortized cost: 

Cash, cash equivalents and short-term investments 11,314 
Other financial assets 3,000 
Obligations Under Finance Leases (27,773) 
Convertible debentures – host portion (52,067) 

(65,526) 

U.S. financial instruments measured at fair-value through profit or loss: 
Convertible debentures – Derivative (24,471) 

Net exposure (89,997) 

For the year ended December 31, 2016, management estimates that if the Canadian dollar depreciated by 10% 
relative to the US dollar, assuming all other variables remained constant, the net impact on income for the year 
ended December 31, 2016 would have been a loss of approximately $7.6 million, while a 10% increase the 
Canadian dollar relative to the U.S. dollar would have yielded an equal but opposite effect on net income. 
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Financial Instruments and Risk Management – continued -

Risk Management – continued -

Liquidity Risk 

Liquidity risk is the risk that the Corporation will not have sufficient cash resources to meet its financial 
obligations as they come due. With the successful closing of the Financing Transactions on July 8, 2014, the 
Corporation’s short-term liquidity risk has been substantially eliminated, however longer-term risks remain due 
to the contractual obligations associated with the Corporation’s debt. Until January 1, 2017 with the 
achievement of commercial production, the Corporation did not generate any regular cash inflows from its 
operating activities. The Corporation manages its liquidity risk by forecasting cash flow requirements for its 
planned operating activities as well as its investing and financing activities, including the Senior Secured Loan 
(see Note 1).  

As at December 31, 2016, the Corporation had current monetary assets of $86.0 million to settle current 
monetary liabilities of $52.7 million, which includes payables and accrued liabilities, and the current portion of 
long-term debt. The Corporation’s trade and other payables have contractual maturities of less than 30 days 
and are subject to normal trade terms. The Corporation regularly evaluates its cash position to ensure 
preservation of capital and liquidity (see Note 1). 

At year-end, the Corporation is committed to minimum future principal and interest payments for debt, as 
follows:  

Unsecured 
debt facility 

(# 1) 
(Note 13a) 

Unsecured 
debt facility 

(# 2) 
(Note 13b) 

Other 
unsecured 

debt 
(Note 13c) 

Renard 
mine road 

debt facility 
(Note 13d) 

Obligations 
under 

finance 
leases 

(Note 13e) 
** 

Convertible 
debentures 

(Note 14) 
** Total 

Year ending December 31, 2017 6,654 30,110 * 1,179 6,000 8,872 6,819 59,634
Year ending December 31, 2018 6,300 ─ 1,571 6,000 8,914 6,819 29,604
Year ending December 31, 2019 5,746 ─ 1,571 6,000 8,765 6,819 28,901
Year ending December 31, 2020 5,194 ─ 1,571 6,000 8,610 6,819 28,194
Year ending December 31, 2021 2,000 ─ 1,571 10,419 5,277 112,634 131,901
Thereafter ─ ─ 9,430 56,505 1,176 ─ 67,111

25,894 30,110 16,893 90,924 41,614 139,910 345,345

* Maturity of this debt will occur on the earlier of: i) closing of Tranche A of the Senior Secured Loan and ii) June 30, 2017 (see Note 13b 
for more details). 

** Amounts in US dollars are subject to variable interest rates and are determined based on current spot rates at December 31, 2016.
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Cash and Cash Equivalents 
December 31,

2016 
 December 31,

2015 
April 30,

2015 

Cash 7,034 22,005 47,902 
Cash equivalents  35,259 36,087 41,603 

Total 42,293 58,092 89,505 

As at December 31, 2016, cash equivalents totalled $35.3 million (December 31, 2015 – $36.1 million and April 
30, 2015 – $41.6 million) consisting of banker’s acceptances issued by Canadian banks with an average interest 
rate of 0.66%.  These investments are immediately redeemable without penalty. 

As at December 31, 2016, cash and cash equivalents included US$11.3 million or $15.2 million (December 31, 
2015 - US$28.2 million or $39.1 million and April 30, 2015, US$25.0 million or $30.3 million) held for future 
purchases of US dollar denominated property, plant and equipment.  

Short-Term Investments 

As at December 31, 2016, short-term investments totalled $43.7 million (December 31, 2015 - $151.0 million  
and April 30, 2015 – $274.1 million) consisting of Guaranteed Investment Certificates issued by Canadian banks, 
with an average interest rate of 0.88%. These investments are immediately redeemable without penalty. 

As at April 30, 2015, short-term investments included US$50.0 million or $60.6 million held for future purchases 
of US dollar denominated property, plant and equipment (December 31, 2016 – Nil and December 31, 2015 – 
Nil). 

Receivables 
December 31,

2016 
 December 31,

2015 
April 30,

2015 

Receivables 175 150  4,794 
Sales tax receivables 4,456 13,531  11,091 
Other 279 409  ─ 

4,910 14,090  15,885 

Inventories 
December 31,

2016 
 December 31,

2015 
April 30,

2015 

Materials and supplies 10,456 ─ ─ 
Stockpile ore 15,766 3,117  ─ 
Rough diamonds – work in progress 2,912 ─  ─ 
Rough diamonds – finished goods 14,872 1,004  1,004 

Total 44,006  4,121  1,004 

Less: non-current portion 4,229 4,121  1,004 

Current portion 39,777  ─ ─

Non-current portion includes stockpile ore that is not expected to be processed within the next 12 months, and 
rough diamonds weighing approximately 10,500 carats have been derived from exploration activities at the 
Renard Diamond Mine, with a cost of $1.0 million. The Corporation has estimated their value based on market 
prices for rough diamonds and anticipated costs of disposal. It is not the Corporation’s intention to dispose of 
these rough diamonds in the near term. 
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Property, Plant and Equipment 

Buildings, Camp 
and Accommo-

dations
Roads & 
Airstrip 

Leasehold 
Improvements

Exploration, 
Laboratory 
and Office 
Equipment 

Vehicles and 
Machinery (3)

Mineral 
Properties 

Mine Under 
Construction Total 

Cost

As at April 30, 2014 2,058 33,980 369 11,400 1,508 221,149 ─ 270,464
Additions ─ 10,082 2 457 33,247 23,730 200,597 268,115

Government assistance (Note 
13d) ─ (3,349) ─ ─ ─ ─ ─ (3,349)

Capitalized interest ─ 1,389 ─ ─ ─ 951 15,659 17,999
Capitalized amortization (2) ─ 65 ─ ─ ─ 96 3,656 3,817
Transfer from Mine under 

construction (4) 61,155 6,170 ─ ─ ─ ─ (67,325) ─
Disposals ─ ─ ─ (8,222) (26) ─ ─ (8,248)

As at April 30, 2015 63,213 48,337 371 3,635 34,729 245,926 152,587 548,798

As at April 30, 2015 63,213 48,337 371 3,635 34,729 245,926 152,587 548,798

Additions ─ ─ ─ 335 10,882 499 262,364 274,080

Capitalized interest ─ ─ ─ ─ ─ ─ 15,930 15,930
Capitalized amortization (2) ─ ─ ─ ─ ─ ─ 9,247 9,247
Transfer from Mine Under 

Construction (4) 37,040 3,080 ─ ─ ─ ─ (40,120)  ─

As at December 31, 2015 100,253 51,417 371 3,970 45,611 246,425 400,008 848,055

As at December 31, 2015 100,253 51,417 371 3,970 45,611 246,425 400,008 848,055

Additions ─ ─ ─ 180 21,828 787 243,428 266,223

Disposals ─ ─ ─ ─ (53) ─ ─ (53)

Capitalized interest ─ ─ ─ ─ ─ ─ 25,588 25,588

Capitalized amortization(2) ─ ─ ─ ─ ─ ─ 27,432 27,432
Pre-commercial production 

revenue ─ ─ ─ ─ ─ ─ (9,032) (9,032)

Tax credit refund ─ ─ ─ ─ ─ (500) ─ (500)
Transfer from Mine Under 

Construction (4) 426,201 8,728 ─ 2,665 926 237,427 (687,424) (11,477)
As at December 31, 2016 526,454 60,145 371 6,815 68,312 484,139 ─ 1,146,236

Accumulated amortization 

As at April 30, 2014 (102) ─ (105) (8,339) (1,190) ─ ─ (9,736)
Amortization for the period(1) (676) (2,013) (87) (460) (671) ─ ─ (3,907)
Disposals ─ ─ ─ 6,300 26 ─ ─ 6,326

As at April 30, 2015 (778) (2,013) (192) (2,499) (1,835) ─ ─ (7,317)

As at April 30, 2015 (778) (2,013) (192) (2,499) (1,835) ─ ─ (7,317)
Amortization for the period(1) (3,997) (2,348) (41) (178) (2,744) ─ ─ (9,308)

As at December 31, 2015 (4,775) (4,361) (233) (2,677) (4,579) ─ ─ (16,625)

As at December 31, 2015 (4,775) (4,361) (233) (2,677) (4,579) ─ ─ (16,625)

Amortization for the period(1) (13,658) (3,602) (44) (699) (5,812) (3,717) ─ (27,532)

Disposals ─ ─ ─ ─ 5 ─ ─ 5
As at December 31, 2016 (18,433) (7,963) (277) (3,376) (10,386) (3,717) ─ (44,152)

Net book value 

As at April 30, 2015 62,435 46,324 179 1,136 32,894 245,926 152,587 541,481

As at December 31, 2015 95,478 47,056 138 1,293 41,032 246,425 400,008 831,430

As at December 31, 2016 508,021 52,182 94 3,439 57,926 480,422 ─ 1,102,084

(1) During the year ended December 31, 2016, the eight-month period ended December 31, 2015 and the year ended April 30, 2015, assets were 
commissioned as they had reached their intended use; amortization started concurrently with commissioning. 

(2) A portion of the amortization for the period is recorded as a project development cost in Mine Under Construction.
(3) Included in vehicles and machinery are assets with a cost of $60.8 million acquired pursuant to a finance lease agreement (see Note 13e). For 

the year ended December 31, 2016, amortization totalling $5.1 million (December 31, 2015 – $2.2 million and April 30, 2015 - $0.3 million) 
has been capitalized as a project development cost in Mine Under Construction. 

(4) As assets at the Renard Diamond Mine were commissioned, the accumulated carrying value of each identifiable asset was transferred to the 
applicable category within property, plant and equipment. As at December 31, 2016, the net transfers amounted to $11.5 million, which 
represents materials and supplies inventory, and prepayments that are no longer associated with the cost of bringing the Renard Diamond 
Mine to the condition necessary for it to be capable of operating in the manner intended by management.
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Other Financial Assets 
December 31,

2016 
 December 31,

2015 
April 30,

2015 

Restricted deposit related to surety bond (Note 17) 3,040 2,278  1,520 
Restricted deposit related to debt service  

reserve account  (Note 13e) 4,028 4,152 3,163 
Restricted deposit related to a supplier  

arrangement (Note 25) 
2,000 ─ ─

Publicly traded securities ─ 21  42 

9,068 6,451  4,725 

Payables and Accrued Liabilities 
December 31,

2016 
 December 31,

2015 
April 30,

2015 

Payables 9,557 1,245  6,206 
Accrued liabilities  25,317 60,029  47,317 

34,874 61,274  53,523 

Long-Term Debt 
December 31,

2016 
 December 31,

2015 
April 30,

2015 

Unsecured Debt Facility #1 (Note 13a) 18,533 17,992  17,638 
Unsecured Debt Facility #2 (Note 13b) 28,419 25,293  23,398 
Other Unsecured Debt (Note 13c) 12,717 12,717  12,717 
Renard Mine Road Debt Facility (Note 13d) 49,781 50,677  47,516 
Obligations under finance leases (Note 13e) 37,284 30,326  23,824 

146,734 137,005  125,093 

Less : current portion of long-term debt 17,798 8,514  3,013 

Non-Current Long-Term Debt 128,936 128,491  122,080 

a) Unsecured Debt Facility # 1 

December 31,
2016 

 December 31,
2015 

April 30,
2015 

Opening balance 17,992 17,638  17,787 
Subordination consent fee ─ ─  (600) 
Accretion 541 354  451 

Ending balance 18,533 17,992  17,638 

Less : current portion 4,231 ─ ─ 

Non-current portion 14,302 17,992  17,638 

On May 3, 2012, the Corporation entered into a $20 million unsecured debt facility (the “Loan”) with the Fonds 
de solidarité FTQ, the Fonds régional de solidarité FTQ Nord-du-Québec, S.E.C. (collectively, the “Fonds”) and 
Investissement Québec (“IQ”), through its indirect wholly owned subsidiary Diaquem Inc. (“Diaquem”) 
(collectively with the Fonds, the “Lenders”). The Loan proceeds were used to finance pre-development work at 
the Renard Diamond Mine. The Loan has been provided 75% by the Fonds and 25% by Diaquem. 

The Loan bears interest at a rate of 12% per annum, payable in cash and principal is to be repaid in equal monthly 
instalments of $0.4 million commencing one month following the date of commercial production which will be 
February 1, 2017. The loan matures May 3, 2021. 
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13. Long-Term Debt – continued – 

a) Unsecured Debt Facility # 1 – continued –

On July 8, 2014, the Lenders agreed to subordinate their loan in connection with the Financing Transactions. 
The Corporation paid the Lenders a subordination fee of $0.6 million. The subordination fee was recorded 
against the Loan balance and will be amortized over the remaining life of the Loan.  

The Corporation issued 626,863 common shares at a price of $0.96 per common share and made a cash interest 
payment of $0.6 million for the semi-annual interest payment of $1.2 million due on May 1, 2014.  On 
November 1, 2014, the Corporation issued 1,077,391 common shares at a price of $0.56 per common share and 
made a cash interest payment of $0.6 million for the semi-annual interest payment of $1.2 million due on 
November 1, 2014. 

b) Unsecured Debt Facility # 2 

December 31,
2016 

 December 31,
2015 

April 30,
2015 

Opening balance 25,293 23,398  19,939 
Capitalized interest 3,126 1,895  3,398 
Accretion ─ ─  61 

Ending balance 28,419 25,293  23,398 

Less : current portion 2,030 ─ ─ 

Non-current portion 26,389 25,293  23,398 

On October 2, 2013, the Corporation entered into an unsecured non-revolving bridge facility of up to $20 million 
with Diaquem. Pursuant to the terms of this credit facility, Diaquem loaned a total of $20 million to the 
Corporation in two tranches of $10 million each. The first tranche was received in October 2013 and the second 
tranche was received in March 2014. Each tranche bears interest at 12% per annum. A commitment fee equal 
to 1% of the amount funded under each tranche was paid by the Corporation. In addition to the 1% commitment 
fee paid upon receipt of the first tranche, the Corporation incurred an additional $0.2 million in transaction 
costs. The aggregate transaction costs were recorded against the loan balance and are being amortized over 
the life of the loan. 

On June 26, 2014, the loan maturity was extended to the earlier of: a) closing of Tranche A of the Senior Secured 
Loan and b) June 30, 2017.  As of June 29, 2014, interest payable of $1.2 million was capitalized to the $20 
million loan principal amount.  Interest will continue to accrue at 12% per annum and will be capitalized to the 
outstanding loan balance semi-annually, in arrears until the loan matures. The Corporation no longer has the 
right to issue common shares to satisfy any of the interest payable on this loan. The loan remains as an 
unsecured obligation of the Corporation and is subordinated to the Corporation’s senior secured obligations. 
Upon closing of Tranche A of the Senior Secured Loan, the principal and all accumulated and unpaid interest 
will be rolled over into the Senior Secured Loan facility and be subject to the repayment schedule of the Senior 
Loan thereafter. As the Corporation expects to have the right to draw the Senior Secured Loan, and intends to 
do so, the current portion of the facility has been calculated using the repayment schedule of the Senior Secured 
Loan. 
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13. Long Term Debt – continued – 

c) Other Unsecured Debt  
December 31,

2016 
 December 31,

2015 
Avril 30,

2015 

Total debt  12,717 12,717  12,717 

Less : current portion 723 ─ ─ 

Non-current portion 11,994 12,717  12,717 

The commencement of construction on July 10, 2014 triggered a liability of $12.7 million pursuant to the terms 
of an existing agreement between the Corporation and an arm’s length third party. Under the terms of this 
agreement, the Corporation will pay interest at a rate of 5.5% per annum quarterly in arrears on the principal 
amount of the liability during the construction period. Following the commencement of commercial production, 
the Corporation will begin repaying the principal amount on a straight-line basis until its maturity in 2027. 
Principal repayments will be made quarterly, in arrears, starting with the first fiscal quarter commencing after 
the month during which the Renard Diamond Mine reaches commercial production, which is April 1, 2017. For 
the year ended December 31, 2016, interest of $0.7 million (December 30, 2015 - $0.5 million and April 30, 2015 
- $0.6 million) was capitalized to Mine Under Construction (Note 10). 

d) Renard Mine Road Debt Facility 
December 31,

2016 
 December 31,

2015 
April 30,

2015 

Opening balance  50,677 47,516  39,416 
Funds drawdown ─ ─  7,099 
Excess of proceeds received over the fair value of  

the debt ─ ─ (3,349)
Accretion* 2,485 3,161  4,350 
Capital repayment (3,381) ─  ─ 

Ending balance 49,781 50,677  47,516 

Less : current portion 3,495 3,381 ─ 

Non-current portion 46,286 47,296  47,516 

* Calculated based on an effective interest rate of 10.0% 

On November 15, 2012, Stornoway’s subsidiary SDCI entered into a Framework Agreement and an associated 
Letter of Intent (collectively the “Agreement”) with the Government of Quebec for the financing and completion 
of the Route 167 Extension under the Corporation’s direct management.  In December 2012, SDCI entered into 
a Financing Agreement with the Québec Ministère des Finances et de l’Économie (“MFE”) under which SDCI 
could borrow up to $77 million (as amended in October 2013) to complete the construction of a mining-grade 
access road to the Renard Diamond Mine (the “Renard Mine Road”).   

The Government of Québec agreed to provide SDCI with a credit facility of up to $77 million with $70 million 
used to complete the road construction work and $7 million used to construct an airstrip, at an annual interest 
rate of 3.35% percent, for a term of 15 years, with repayment of both principal and interest beginning 48 months 
following first drawdown, and deferrable up to 2 years due to any delay in the attainment of commercial 
production at Renard past July 1, 2016. This loan is unsecured, subordinated, and pre-payable without penalty. 
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13. Long Term Debt – continued – 

d) Renard Mine Road Debt Facility – continued –

Management measured the proceeds received using an estimated interest rate of 10% upon initial recognition. 
The measurement difference resulting between the initial fair value and the proceeds received represents 
government assistance on this project and has been recorded as a deduction to the Renard Mine Road 
construction costs (see Note 10). On September 1, 2014, following completion of construction works, the 
Renard Mine Road was commissioned. Starting September 1, 2014, interest and accretion are capitalized under 
Mine Under Construction in Property, Plant and Equipment until construction of the Renard Diamond Mine is 
complete. 

e) Obligations Under Finance Leases 

On July 25, 2014, SDCI and Caterpillar Financial Services Limited (“Caterpillar”) entered into an equipment 
finance facility of US$75 million for the purchase of CAT and non-CAT equipment.  Tranche A is a maximum 
amount of US$50 million, less upfront payments ranging from 15% to 50% based on the type of equipment 
financed (the estimated financing available under this facility after upfront deposits is expected to be 
approximately US$35 million); Tranche B is a maximum amount of US$25 million, less upfront payments ranging 
from 15% to 50% based on the type of equipment financed.  The term of the facility is six years from the date 
of each drawdown and the facility is secured by the equipment financed.  In addition, SDCI must place the lesser 
of US$3.0 million and 10% of the outstanding principal balance of the leases into an account for the benefit of 
Caterpillar until the first anniversary of completion of the Renard Diamond Mine (the “debt service reserve 
account” or “DSRA”).  Tranche A bears interest at the three-month London Inter-bank Offer Rate (“LIBOR”), plus 
4%.  Interest is payable quarterly.  Covenants in the equipment finance facility include: i) a reserve tail ratio of 
25% if there is any indebtedness under Tranche A of the facility (20% if the only amounts outstanding are under 
Tranche B); historical and projected debt service coverage ratios greater than or equal to 1.15:1.0; and iii) a 
requirement for the Corporation, on a consolidated basis, to maintain a tangible net worth of $250 million.  As 
at December 31, 2016, the Corporation had met these covenants. 

As at December 31, 2016, SDCI has drawn on Tranche A to acquire vehicles and machinery for use at the Renard 
Diamond Mine. For the year ended April 30, 2015, arrangement fees of $1.2 million have been included in 
Deferred Transaction costs (see Note 13f). 

Transaction fees totalling $1.8 million related to the negotiation of the equipment finance facility, including 
arrangement fees of $1.2 million discussed above, were recorded in Deferred Transaction costs and are 
capitalized proportionally under Property, Plant and Equipment on each leasing contract issued. As at December 
31, 2016, a total of $1.7 million (December 31, 2015 - $1.2 million and April 30, 2015 - $1.0 million) of deferred 
transaction costs was recorded to Property, Plant and Equipment. 

December 31,
2016 

December 31,
2015 

April 30,
2015 

Opening balance 30,326 23,824 ─
New debt obligations under finance leases (1) 13,986 5,415 23,445 
Change in foreign exchange rate (1,059) 3,471 439 
Repayment (5,969) (2,384) (60) 

Ending balance 37,284 30,326 23,824 

Less: current portion 7,319 5,133 3,013 

Non-current portion 29,965 25,193 20,811 

(1) As at December 31, 2016, a deposit of $4.0 million (US$3.0 million) has been set aside, and is recorded in Other Financial Assets as 
collateral until the total future obligations are fully settled (December 31, 2015 - $4.2 million (US$ 3.0 million) and April 30, 2015 - $3.2 
million ((US$ 2.6 million)). 
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13. Long-Term Debt – continued – 

e) Obligations Under Finance Leases – continued –

Future minimum lease payments pursuant to SDCI’s finance leases are as follows: 

Up to 1 year  1-5 years  Over 5 years  Total 

Minimum lease payments 8,872  31,566  1,176 41,614 
Finance charges  (1,553)  (2,740)  (37) (4,330) 

Total 7,319  28,826  1,139 37,284 

f) Deferred Transaction costs 

December 31,
2016 

 December 31,
2015  

April 30,
2015 

Opening Balance 17,742 17,959 8,069 
Additions ─ ─ 23,967 
Amortization (Note 13g) (5,216) ─ ─ 
Transfer to debt, equity or assets (513) (217) (14,077) 

Ending Balance 12,013 17,742 17,959 

Deferred transaction costs consist primarily of legal and advisory fees, regulatory filing fees and other financing 
expenses (see Note 13h). The balance of $12.0 million as at December 31, 2016 (December 31, 2015 - $17.7 
million and April 30, 2015 - $18 million) relates mainly to the Financing Transactions which closed on July 8, 
2014. Deferred transaction costs to be netted against the gross proceeds of the respective financing transaction 
to which they relate once funds are received with the exception of the finance leases (added to the cost of the 
asset when acquired) and the Stream, where the costs will be accounted for as a deferred contract acquisition 
cost and will be recognized as cost of sales upon recognition of the anticipated diamond sales to the 
counterparties of the Stream. 

g) Financing Transactions 

Senior Secured Loan

On July 8, 2014, SDCI and Diaquem, a wholly owned subsidiary of RQ, entered into the Senior Secured Loan 
Agreement that will provide for an initial $100 million (the “Senior Secured Loan, Tranche A”) with the 
possibility, at the option of SDCI, to increase the loan by up to $20 million (the “Senior Secured Loan, 
Tranche B”). The Senior Secured Loan will, at SDCI’s option, bear interest at (i) a floating rate equal to the 
most common prime rate announced by Schedule I Canadian banks, plus (a) prior to Completion (which will 
occur upon the delivery to Diaquem of various certifications related to physical facilities, production, operating 
costs/efficiency, marketing, legal and financial matters), 4.75% per annum, and (b) after Completion, 4.25% 
per annum, or (ii) subject to availability, at a fixed rate based on the then available Government of Québec 
bonds for any applicable periods plus (a) prior to Completion, 5.75% per annum, and (b) after Completion, 
5.25% per annum. Interest will be paid in arrears at the end of each quarter. Under the Senior Secured 
Loan Agreement, SDCI will have the option, upon prior notice, to convert advances bearing interest at the 
floating rate to a fixed rate as detailed above. Upfront fees equal to 2.75% of the principal amount of the 
Senior Secured Loan, Tranche A and the Senior Secured Loan, Tranche B, are payable by SDCI, 25% of which 
was paid on July 8, 2014, and the remaining 75% of which shall be payable upon the initial funding date of 
the Senior Secured Loan, Tranche A (based on the full amount of Senior Secured Loan). 
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13. Long-Term Debt – continued – 

g) Financing Transactions – continued –

In addition, a standby fee of 1.75% per annum, is payable quarterly in arrears, on the daily undrawn 
principal amount of the Senior Secured Loan during the Availability Period (the Availability Period is the 
time between closing of the Financing Transactions and the first draw under the facility). SDCI must meet 
certain conditions precedent to be able to draw either Tranche A or Tranche B of the Senior Secured Loan.  
As at December 31, 2016, no amounts had been drawn under this facility. 

The Senior Secured Loan includes covenants customary for a transaction of this nature, including the following 
financial covenants: 

i) Maintaining a reserve tail ratio of at least 28%; 
ii) Maintaining a historical debt service coverage ratio in respect of the immediately preceding four-

quarter period  greater than or equal to 1.25:1.0 at all times following Completion; 
iii) Maintaining a projected debt service coverage ratio greater than or equal to 1.25:1.0 at all times 

following Completion; 
iv) Until the Parental Support Termination Date, which is the later to occur of: i) Completion, and ii) 

the repayment of 50% of the principal amount borrowed, the Corporation must maintain a 
tangible net worth, on a consolidated basis, of $250 million; after the Parental Support 
Termination Date, SDCI must maintain a tangible net worth, on a consolidated basis, of $250 
million. 

As at December 31, 2016, the Corporation was in compliance with these covenants.  

Cost Overrun Facility (COF) Agreement 

On July 8, 2014, the Corporation and the Caisse de dépôt et placement du Québec (“CDPQ”) entered into a 
COF Agreement, whereby, under certain terms and conditions, CDPQ will provide up to $28 million as a cost 
overrun facility to be used for the development of the Renard Diamond Mine. The COF will bear interest at a 
rate of 10.0% per annum payable from the first date the COF is drawn, payable semi-annually on the last day 
of June and December of each year; the COF will mature seven years from the date it is drawn. In certain 
circumstances, the Corporation may satisfy its obligation to pay interest under the terms of the COF Agreement 
by issuing common shares. The COF will rank (i) subordinate in right of payment to the payment of all secured 
obligations, including Stream Net Proceeds to the Stream Buyers under the Streaming Agreement and 
payments required under the Senior Secured Loan and (ii) pari passu with all outstanding unsecured 
indebtedness for borrowed money of Stornoway. A standby fee of 1.00% per annum will be payable by the 
Corporation on undrawn amounts.   

In the fourth quarter of 2016, the Corporation has terminated the cost over-run facility arranged as part of the 
Financing Transactions, and has expensed the related $5.2 million previously capitalized under deferred 
transaction costs. 

h) Finance Costs

In connection with the Financing Transactions described in Note 13g, the Corporation and SDCI have agreed to 
pay a 1% per annum standby fee upon undisbursed amounts pursuant to each of the Stream and to the COF, 
and a 1.75% per annum standby fee is payable upon the undrawn principal amount of the Senior Secured Loan.  
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Long-Term Debt – continued –

h) Finance Costs – continued –

A standby fee is also payable upon undisbursed amounts under the equipment finance facility (see Note 13e). 
In addition, SDCI has agreed to pay an up-front fee of 2.75% of the Senior Secured Loan amount, 25% of which 
was paid on July 8, 2014 ($0.8 million) and the balance of which will be payable at the initial funding date of 
the Senior Secured Loan (anticipated to occur in 2017), and an arrangement fee pursuant to the terms of the 
equipment finance facility, 25% of which was paid at closing on July 25, 2014 ($0.4 million); the balance of $0.8 
million was paid upon the first borrowing under the facility, which occurred in August 2014. 

For the year ended December 31, 2016, the Corporation and SDCI incurred a total of $2.7 million (December 
31, 2015 - $2.8 million and April 30, 2015 - $4.4 million) in standby fees pursuant to the terms of the Financing 
Agreements. These expenses were recognized in the consolidated statements of income (loss) as other income 
(expenses), except for the Stream, which was recognized as a deduction of deferred revenue (see Note 15). 

For the year ended December 31, 2016, borrowing costs totalling $25.6 million (December 31, 2015 - $15.9 
million and April 30, 2015 - $18.0 million) have been capitalized in Property, Plant and Equipment (see Note 
10). 

Convertible Debentures

On July 8, 2014, the Corporation issued Convertible Debentures for gross proceeds of $86.7 million (US$81.3 
million converted to Canadian Dollars at the July 8, 2014, exchange rate of 1.0674), before a discount to the 
purchasers of 4% (US$3.3 million) of the principal amount. The Convertible Debentures will mature on July 8, 
2021; there will be no principal repayments until the maturity date. Interest will accrue at a rate of 6.25% per 
annum from July 8, 2014, payable semi-annually on the last day of June and December of each year. In certain 
circumstances, the Corporation can satisfy the interest payment obligation through the issuance of common 
shares. The Convertible Debentures rank (i) subordinate in right of payment to the payments of all secured 
obligations including Stream Net Proceeds to the Stream Buyers under the Streaming Agreement and 
payments required under the Senior Secured Loan, and (ii) pari passu with all outstanding unsecured 
indebtedness for borrowed money of Stornoway.  

The Convertible Debentures are convertible at the holder’s option into common shares of the Corporation at 
any time prior to the close of business on the earlier of the maturity date and the business day immediately 
preceding the date fixed for redemption thereof, at the Conversion Price, being US$0.8863 for one common 
share, subject to adjustment in certain limited circumstances. The number of Common Shares issuable upon 
conversion of the Convertible Debentures, which are denominated in US dollars, will be determined based on 
the Bank of Canada CAD/USD noon exchange rate on the business day prior to the date of conversion. 

The Convertible Debentures are a hybrid instrument, which are in their entirety regarded as a financial liability.  
The initial carrying amount of $48.8 million for the debt host represents the residual amount of the proceeds 
after separating out the $34.4 million initial fair value of the derivative, which represents the estimated fair 
value of the conversion option. Transaction costs were allocated on a pro-rata basis between the host and the 
derivative. 
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Convertible Debentures – continued –

The table below shows the change in the carrying value of the Convertible Debentures: 

Year ended December 31, 2016 December 
31, 2015 

 April 30, 
2015 Host  Derivative  Total  

Opening balance 66,513 24,621 91,134  82,912  83,264 
Deduct: Transaction fees (1) ─  ─  ─  ─  (2,604) 
Change in fair value of derivative ─ 8,858 8,858  (6,357)  (10,912) 
Change in foreign exchange rate (1,930) (621) (2,551)  11,556  10,403 
Accretion 5,328 ─ 5,328  3,023  2,761 

Ending balance 69,911  32,858  102,769  91,134  82,912 

(1) Transaction fees of $1.8 million related to the derivative was recognized in the Consolidated Statement of income (loss) for the year 
ended April 30, 2015. 

The derivative was valued using a convertible bond valuation model.  The following key assumptions were used 
in that model: 

As at 
December 31, 2016

As at 
December 31, 2015 

As at 
April 30, 2015 

Expected remaining life (years) 4.5 5.5 6.15 
Expected volatility 36.7% 37.1% 44.6% 
Risk-free rate* 1.9% 1.7% 1.8% 
Credit spread 12.2% 18.1% 12.6% 
Change of control probability 0% 0% 0% 

*The risk-free rate reflects the US dollar swap rate for the equivalent term based on the zero coupon curve. 

Expected volatility was based on the Corporation’s historical volatility and the volatility of an equity market 
index in the mining sector for the same period.  To price the Convertible Debentures to par on the issuance 
date the credit spread was calibrated to 15.67%.  The credit spread was based on a weighted average of a US 
Dollar index for triple-C bonds and a US Dollar index for B bonds. 

Deferred Revenue 

On July 8, 2014, SDCI entered into a diamond streaming agreement (the “Stream”) with Orion and CDPQ 
(collectively, the “Stream Buyers”), pursuant to which SDCI shall sell to the Stream Buyers, and the Stream 
Buyers shall purchase from SDCI, a 20% undivided interest in each of the run of mine diamonds produced 
over the life of the Renard Diamond Mine. The obligations of the Stream Buyers under the Streaming 
Agreement are several and not joint. The Streaming Agreement will apply to certain kimberlite bodies for 
the life of the Renard Diamond Mine. The Streaming Agreement will provide that the Stream Buyers shall 
make up-front payments to SDCI, representing prepayment of a portion of the purchase price payable for a 
20% interest in each diamond produced by the Renard Diamond Mine, in an aggregate amount of US$250 
million (the “Deposit”), disbursed in three (3) instalments with 30 days’ notice as follows: 

• On March 31, 2015, the first deposit (“D1”) of US$80 million (converted into $101.5 million Canadian 
dollars at a rate of 1.2683) was received by FCDC and was recorded as deferred revenue on the 
consolidated statements of financial position as at April 30, 2015. 

• On September 30, 2015, the second deposit (“D2”) of US$80 million (converted into $106.8 million 
Canadian dollars at a rate of 1.3360) was received by FCDC and was recorded as deferred revenue on 
the consolidated statements of financial position as at December 31, 2015.  

• On March 30, 2016, the third deposit (“D3”) of US$90 million (converted into $116.6 million Canadian 
dollars at a rate of  dollars at a rate of 1.2951) was received by FCDC and was recorded as deferred 
revenue on the consolidated statements of financial position as at December 31, 2016. 
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Deferred Revenue – continued –

December 31, 2016 December 31, 2015 April 30, 2015 

Opening Balance 207,104 101,464 ─ 
Additions 116,557 106,880 101,464 
Amortization (565) ─ ─ 
Less: standby fees (290) (1,240) ─ 

Ending Balance 322,806 207,104 101,464 

Less: current portion 26,100 ─ ─

Non-current obligations 296,706 207,104 101,464 

During the year ended December 31, 2016, the Corporation incurred standby fees related to the streaming 
agreement of $0.3 million (December 31, 2015 - $1.2 million and April 30, 2015 - Nil). The standby fees are 
recognized as a deduction of deferred revenue in the consolidated statements of financial position. 

Income and Mining Taxes 

a) Income and Mining Tax Expense

Year ended
December 31,

2016 

Eight-month 
period ended

December 31,
2015 

Year ended 
April 30,

2015 

Current income tax recovery 1,100 ─  ─ 

Deferred income taxes 
Origination and reversal of temporary differences 9,926 ─  1,347 
Recognition of tax attributes not previously 

benefited 35,409 ─  ─ 

Deferred income tax recovery 45,335  ─ 1,347

Income and mining tax recovery 46,435  ─  1,347 
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Income and Mining Taxes – continued –

a) Income and Mining Tax Expense – continued –

Income tax expense differs from the amount that would result from applying the Canadian federal and 
provincial income tax rates to the reported loss before income taxes. These differences result from the 
following items: 

Year ended
December 31,

2016 

Eight-month 
period ended

December 31,
2015 

Year ended 
April 30,

2015 

Loss before income taxes (26,794) (3,656)  (1,989) 
Canadian federal and provincial income tax rates 26.9% 26.9%  26.9% 

Income tax recovery based on the above rates 7,208 983  535 

Increase (decrease) due to: 
Non-deductible expenses and other permanent  

differences 
(376) (282)  (1,404) 

Non-refundable tax credits 2,897 ─  ─ 
Income tax benefit of mining tax 229 ─  ─ 
Impact of change of tax rates (807) ─  ─ 
Losses and temporary differences for which no 

deferred income tax asset has been recognized ─ (280) 4,670 
Non-deductible (taxable) portion of foreign exchange  

losses (gains) 214 (40) 971 
Tax effect of renounced flow-through share issuance  

premium ─ ─ (2,267) 
Non-taxable premium on flow-through share issuance ─ ─  1,347 
Expired tax losses ─  ─  (1,938) 
Adjustments relating to prior periods 1,593 (395)  (498) 
Tax losses and other attributes not previously 

recognized 
35,409 ─  ─ 

Provincial mining tax 175 ─  ─ 
Other (107) 14  (69) 

Income tax recovery 46,435 ─  1,347 

Consists of: 
Current income tax recovery  1,100 ─  ─ 
Deferred income tax recovery 45,335 ─  1,347 

46,435 ─  1,347 
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Income and Mining Taxes – continued –

b) Deferred Income and Mining Taxes 

i) Deferred income and mining tax assets, representing deductible temporary differences, tax loss carry-
forwards and non-refundable unused tax credits, have been recognized to the extent that the 
realization of the related tax benefit through future taxable profits is probable. For the year ended 
December 31, 2016, movement for deferred tax assets and deferred tax liabilities are summarized as 
follows: 

December 31,
2015  

Statement of 
income (loss)  Equity  

December 31,
2016 

Deferred tax assets

Non refundable tax credits ─  2,897  ─  2,897 

Shares and debts issue costs ─  (4,111)  5,752 1,641 

Non-capital losses 2,550  40,342  ─  42,892 

Property, plant & equipment ─  23,506  ─  23,506 

Asset retirement obligation ─  3,532  ─ 3,532 

Income tax benefit on mining tax ─  245  ─  245 

Debentures and debt ─  2,064  ─  2,064 

Others ─  180  ─ 180 

2,550  68,655  5,752  76,957 

Deferred tax liabilities

Mining tax ─  925  ─  925 

Property, plant & equipment ─  21,390  ─  21,390 

Inventory ─  2,644  ─ 2,644 

Debentures and debts 2,061  (2,061)  ─  ─ 

Deferred revenue 334  71  ─  405 
Unrealized foreign exchange 

gains 155  351  ─  506 

2,550  23,320  ─  25,870 

Deferred income tax asset  (net) ─  45,335  5,752 51,087 

For the 8-month period ended December 31, 2015, movement for deferred tax assets and deferred tax 
liabilities are summarized as follows: 

April 30,
2015  

Statement of 
income (loss)  Equity  

December 31,
2015 

Deferred tax assets

Non-capital losses 3,711  (1,161)  ─ 2,550 

Deferred tax liabilities

Debentures and debts 543  1,518  ─ 2,061 

Deferred revenue ─  334  ─  334 
Unrealized foreign exchange 

gains 3,168  (3,013)  ─  155 

3,711  (1,161)  ─  2,550 

Deferred income tax asset  (net) ─  ─  ─  ─ 
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Income and Mining Taxes – continued –

b) Deferred Income and Mining Taxes – continued –

For the year ended April 30, 2015, movement for deferred tax assets and deferred tax liabilities are 
summarized as follows: 

April 30,
2014  

Statement of 
income (loss)  Equity  

April 30,
2015 

Deferred tax assets 
Non refundable tax credits ─  3,711  ─  3,711 

Deferred tax liabilities
Debentures and debts ─  543  ─  543 
Unrealized foreign exchange 

gains ─  3,168  ─  3,168 

─  3,711  ─  3,711 

Deferred income tax asset  
(net) ─  ─  ─  ─ 

ii) The ability to realize tax benefits is dependent upon a number of factors, including the future 
profitability of operations. Deferred tax assets are recognized to the extent that it is probable that 
sufficient taxable profits will be available to allow the asset to be recovered. Deferred tax assets 
unrecognized by the Corporation are as follows: 

December 31,
2016

December 31,
2015 

April 30,
2015 

Non-capital losses 1,388 29,136  20,504 
Property, plant and equipment 5,173 13,322  21,150 
Transaction costs ─ 2,505  5,728 
Other 2,282 4,971  2,272 

8,843 49,934  49,654 
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Income and Mining Taxes – continued –

c) Unrecognized Tax Losses 

At December 31, 2016, the Corporation had losses with a tax benefit of $1.4 million (December 31, 2015 - $31.1 
million and April 30, 2015 - $20.5 million) which are not recognized as deferred tax assets as the Corporation 
believes that it is not yet more likely than not that the benefit will be realized. The gross amount of the tax 
losses for which a tax benefit has not been recorded expire as follows: 

Year of Expiry Canada United States Total

2024 2,326  ─  2,326 
2025 1,001  ─  1,001 
2026 677  ─  677 
2027 467  ─  467 
2028 91  248  339 
2029 40  162  202 
2030 6  ─  6 
2031 6  ─  6 
2032 71  ─  71 
2033 ─  ─  ─ 
2034 6  ─  6 
2035 5  ─  5 

4,696  410  5,106 

As at December 31, 2016. the Corporation also had capital losses of $1.0 million (December 31, 2015 – $Nil and 
April 30, 2015 – $Nil) which may be carried forward indefinitively to reduce future capital gains. 

Asset Retirement Obligation  

December 31,
2016

 December 31,
2015 

April 30,
2015 

Opening balance 10,698 4,595  1,981 
Accretion 239 101  64 
New obligation, net 2,392 6,002  2,550 

Ending Balance 13,329 10,698  4,595 

An asset retirement obligation has been recorded to reflect the present value of the estimated amount of 
undiscounted cash flows required to satisfy the asset retirement obligation in respect of the Renard Diamond 
Mine in Québec.  The primary component of this obligation is the removal of equipment currently used at the 
site as well as costs associated with restoration and re-vegetation of the property. 

As at December 31, 2016, a pre-tax discount rate of 2.31% (December 31, 2015 – 2.15% and April 30, 2015, – 
2.19%) was used to determine the estimated asset retirement obligation, assuming the reclamation work 
would be completed within 14 years. The undiscounted amount of inflation-adjusted estimated future cash 
flows is $18.4 million (December 31, 2015 - $14.4 million and April 30, 2015, – 4.7 million). During the year 
ended December 31, 2016, the Corporation recorded new obligations of $2.4 million (December 31, 2015 - 
$6.0 million and April 30, 2015, $2.6 million) to reflect the construction work performed on site. 
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Asset Retirement Obligation – continued –

Financial Guarantee 

SDCI is required to provide a financial guarantee to the Québec government of $15.2 million with respect to 
the Closure Plan for the Renard Diamond Mine which was approved in December 2012. The first and second 
instalments of $7.6 million and $3.8 million were made in August 2014 and August 2015 respectively by way 
of a surety bond, and the third instalment of $3.8 million was made in August 2016.  In connection with the 
surety bond, SDCI provided cash collateral of $3.0 million to the underwriter of the surety bond. This amount 
is recorded in the consolidated statements of financial position under Other Financial Assets (see Note 11). 

Share Capital 

a) Authorized Share Capital 

At December 31, 2016, the authorized share capital is an unlimited number of common shares without par 
value. All issued shares are fully paid. 

The Corporation filed a final short form prospectus on May 12, 2014 to qualify the distribution of 188,600,000 
Subscription Receipts at a price of $0.70 per Subscription Receipt. Each Subscription Receipt was converted into 
one common share and one-half of one common share purchase warrant (a “Warrant”) upon closing of the 
Financing Transactions on July 8, 2014. The prospectus offering was made pursuant to an underwriting 
agreement dated May 12, 2014 among the Corporation and a group of underwriters including Scotiabank, 
Dundee Capital Markets and RBC Capital Markets (collectively, the “Underwriters”), Each Warrant entitles the 
holder to purchase one common share of the Corporation (each, a “Warrant Share”) at a price of $0.90 (the 
“Warrant Exercise Price”), for a period of 24 months following their date of issuance. The Warrant Exercise Price 
and the number of Warrant Shares issuable upon exercise will be subject to adjustment in certain 
circumstances. On July 8, 2014, the Subscription Receipts were converted into 188,600,000 common shares and 
94,300,000 warrants and the gross proceeds of $132 million from the prospectus offering, less a 5% commission 
of $6.6 million, were released from escrow and paid to the Corporation. 

On May 23, 2014, the Corporation completed private placements of an aggregate of 345,539,916 subscription 
receipts at $0.70 (the “Private Placement Subscription Receipts”) per Private Placement Subscription Receipt, 
as follows: (1) 171,254,203 Private Placement Subscription Receipts to Orion Co-Investment I Limited (“Orion”) 
for gross proceeds of US$110 million; (2) 142,857,142 Private Placement Subscription Receipts to Ressources 
Québec (“RQ”) for gross proceeds of $100 million; and (3) 31,428,571 Private Placement Subscription Receipts 
to Caisse de dépôt et placement du Québec (“CDPQ”) for gross proceeds of $22 million. The number of Private 
Placement Subscription Receipts issued to Orion, whose commitment was in United States dollars, was 
determined based on the Bank of Canada CAD/USD noon exchange rate on the business day prior to the date 
that the prospectus offering closed. Each Private Placement Subscription Receipt entitled the holder to receive 
one Common Share (subject to customary adjustments in certain circumstances). On July 8, 2014, the Private 
Placement Subscription Receipts were converted into 345,539,916 common shares of the Corporation. In 
connection with these subscriptions, the Corporation issued a further 20,732,394 common shares (the “Private 
Placement Fee Shares”) on a pro rata basis to Orion, RQ and CDPQ. 
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Share Capital – continued –

a) Authorized Share Capital – continued –

The proceeds were placed into escrow, pending satisfaction of certain terms and conditions of the Financing 
Transactions which ultimately closed on July 8, 2014.  Had the Financing Transactions not closed, the proceeds 
would have been refunded to Orion, RQ and CDPQ and the subscription receipts would have been cancelled.   
As a result of this conditionality, the Orion subscription receipts were considered to be a financial liability with 
an embedded derivative upon initial recognition because the Corporation had to deliver a fixed number of 
common shares upon conversion of the subscription receipts but the value received by the Corporation was 
variable, because the Corporation’s functional currency is in Canadian dollars and the proceeds were in US 
dollars. 

The fair value of the derivative was determined by taking the difference between the Corporation’s share price 
on May 23, 2014 ($0.71 converted into US$0.65150, using an exchange rate of 1.0898) and the US$0.60597 per 
subscription receipt actually received (taking into account the issuance of the 10,272,252 private placement fee 
shares).  The difference was calculated to be US$0.0455, resulting in a value of US$8.3 million ($9.0 million using 
an exchange rate of 1.0898) for the derivative.  The residual amount of $110.9 million was recorded as a financial 
liability, which was accounted for at amortized cost and was accreted to the face value of the subscription 
receipts over the period from May 23rd to September 24, 2014 (this date being the ultimate date for conversion 
of the subscription receipts).  Transaction costs were allocated on a pro-rata basis between the host and the 
derivative.  On July 8, 2014, the embedded derivative was revalued using the same methodology as described 
above and the fair value of the derivative was calculated to be $7.8 million.  As at July 8, 2014, the carrying value 
of the liability related to the subscription receipts and the fair value of the derivative were transferred to share 
capital upon conversion of the subscription receipts into common shares of the Corporation in connection with 
the closing of the Financing Transactions. 

Host  Derivative  Total 

Initial proceeds (US$110 million @ 1.0898) 110,872  9,006  119,878 
Deduct: transaction fees*  (3,796)  -  (3,796) 
Change in fair value of derivative -  (994)  (994) 
Change in foreign exchange rates (2,257)  (173)  (2,430) 
Accretion 4,543  -  4,543 

Transferred to Share Capital upon conversion of Private   
   Placement Subscription Receipts and issuance of  
   Private Placement Fee Shares July 8, 2014 109,362 7,839  117,201 

*Transaction fees of $0.3 million related to the derivative were recognized in the Consolidated Statements of Income (Loss) for the year 

ended April 30, 2015.
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Share Capital – continued –

b) Convertible Shares

On June 20, 2014, in connection with the Financing Transactions, all 22,543,918 non-voting convertible shares 
of the Corporation were converted into common shares of the Corporation for no further compensation, and 
the Corporation’s Articles were amended to eliminate this share class.  These shares were issued on April 1, 
2011, to Diaquem in connection with the acquisition by the Corporation of Diaquem’s 50% interest in the 
Renard Diamond Mine. The non-voting convertible shares had no expiry date and no restrictions except that 
Diaquem could not hold more than 25% of the Corporation’s voting common shares. The non-voting convertible 
shares could be converted into common shares of the Corporation at any time either by way of a disposition or 
sale which is exempt from prospectus requirements under applicable securities law, or by way of a distribution 
to the public. The Corporation had the right, in connection with a Multilateral Instrument 61-101 transaction, 
to require that all convertible shares be converted into common shares of the Corporation.

Number Amount 
$ 

Authorized: 
Unlimited non-voting convertible shares without par value 
Issued and fully paid: 
Balance – April 30, 2014 22,543,918  56,182 
Share conversion (22,543,918) (56,182)

Balance – April 30, 2015 ─  ─ 

c) Flow-Through Funds 

To finance certain 2017 exploration activities, the Corporation completed a private placement of flow-through 
shares in December 2016, that raised $2.0 million. Under the terms of the subscription agreement, the 
Corporation is required to spend the funds on eligible Canadian Exploration Expenditures (“CEE”) on or before 
December 31, 2017. Flow-through common shares provide for the Corporation’s CEE to be transferred to the 
shareholders and, as a result, the tax base for these expenditures is not available to the Corporation. In 
connection with the issuance of the flow-through shares, the Corporation recorded $0.3 million in Other 
Liabilities which represents the premium paid by investors to acquire the rights to the tax benefits attached to 
the flow-through shares.  

d) Stock Option Plan 

The Corporation’s Stock Option Plan (the “Plan”) establishes the terms and conditions upon which the directors 
of the Corporation may grant stock options. On October 21, 2014, the Corporation’s shareholders approved the 
Plan for a further three-year period. 
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Share Capital – continued –

d) Stock Option Plan – continued –

A summary of the Corporation’s outstanding stock options is as follows: 

Number of Stock 
Options 

Weighted Average
Exercise Price 

(per share) 

Balance April 30, 2014 7,716,250  1.06 
Granted 23,482,500  0.70 
Expired (1,015,625) 1.18 
Forfeited (1,250,000)  0.70 
Exercised (283,750)  0.53 

Balance April 30, 2015 28,649,375  0.78 

Granted 1,905,000  0.81 
Expired (1,279,375)  1.95 
Forfeited (210,000)  0.70 

Balance December 31, 2015 29,065,000  0.73 

Granted 4,310,000 1.02 
Expired (345,000)  1.37 
Forfeited (1,792,501)  0.71 
Exercised (2,529,165) 0.74 

Balance December 31, 2016 28,708,334  0.77 

Number of stock options currently exercisable 17,213,333  0.71 

As at December 31, 2016, the Corporation had the following stock options outstanding: 

Range of Exercise Prices 
Number of Options 

Outstanding 

Weighted Average 
Exercise Price 

(per share/option)  

Weighted Average 
Remaining 

Contractual Life 

$0.51 – $0.71 20,973,334 0.70 2.39 years 
$0.73 – $1.11 7,735,000 0.96 3.32 years 

28,708,334 0.77 2.64 years 

During the year ended December 31, 2016, the Corporation granted 4,310,000 stock options to directors, 
officers and employees, with an average exercise price of $1.02 per share, based on the share price at the time 
of the grant. These stock options expire five years from the grant date. The Corporation used the Black-Scholes 
Option Pricing Model to estimate a fair value of 1.9 million ($0.44 per option). 1,260,000 of the options granted 
vested immediately, while the remaining 3,050,000 options vest over a 3 year period. 

During the eight-month period ended December 31, 2015, the Corporation granted 1,905,000 stock options to 
directors, officers and employees, with an average exercise price of $0.81 per share, based on the share price 
at the time of the grant. These stock options expire five years from the grant date. The Corporation used the 
Black-Scholes Option Pricing Model to estimate a fair value of $0.7 million ($0.36 per option). 1,545,000 of the 
options granted vested immediately and 360,000 options vest over a 3 year period. 

During the year ended April 30, 2015, the Corporation granted 23,482,500 stock options to directors, officers 
and employees, with an average exercise price of $0.70 per share based on the share price at the time of the 
grant.  These stock options expire five years from the grant date. The Corporation used the Black-Scholes Option 
Pricing Model to estimate a fair value of $7.7 million ($0.33 per option).   
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Share Capital – continued –

d) Stock Option Plan – continued –

The stock options granted during the year ended April 30, 2015, vest as follows: 

Grant Date 
Vesting 

Grant Date 
+ 1 year 

Grant Date 
+ 2 years 

Grant Date 
+ 3 years 

Grant Date 
+ 4 years Total 

Tranche 1 3,867,497 1,162,498 1,162,505 ─ ─ 6,192,500 
Tranche 2 ─ 4,863,333 4,863,333 4,863,334 ─ 14,590,000 
Tranche 3 ─ ─ 675,000 1,350,000 675,000 2,700,000 

Total 3,867,497 6,025,831 6,700,838 6,213,334 675,000 23,482,500 

The fair value of each stock option grant is estimated on the date of the grant using the Black-Scholes Option 
Pricing Model, with the following range of assumptions: 

Year ended 
December 31, 2016 

Eight-month 
period ended 

December 31, 2015 
Year Ended 

April 30, 2015 

Risk-free interest rate 0.51% - 0.75% 0.75% - 1.02% 0.74% - 1.7% 
Expected dividend yield Nil Nil Nil 
Expected stock price volatility (1) 49% - 50% 50% 51% - 65% 
Expected option life in years 5 years 5 years 5 years 

(1) Expected volatility has been based on historical volatility of the Corporation’s publicly traded shares.

For the year ended December 31, 2016, the Corporation recorded share-based payment expense of $1.3 million
(December 31, 2015 - $1.0 million and April 30, 2015 - $ 2.5 million). A further $0.6 million (December 31, 2015 
- $1.1 million and April 30, 2015 - $2.2 million) was capitalized to Mine Under Construction in Property, Plant 
and Equipment. 

e) Warrants

A summary of the Corporation’s outstanding warrants is as follows: 

Number of Warrants 
Weighted Average Exercise Price 

(per warrant) 

Balance April 30, 2014 15,529,000 1.20 
Issued – COF 14,000,000 0.95 
Issued – prospectus offering 94,300,000 0.90 

Balance April 30, 2015 123,829,000 0.94 
Expired (529,000) (0.95) 

Balance December 31, 2015 123,300,000 0.94 
Exercised (91,912,732) 0.90 
Expired (2,387,268) 0.90 

Balance December 31, 2016 29,000,000 1.08 

As at December 31, 2016, the Corporation had the following warrants outstanding: 

Number of  
Warrants 

Exercise Price 
(per warrant) Expiry Date 

15,000,000 1.21 May 3, 2017 
14,000,000 0.95 July 8, 2019 

29,000,000 1.08 
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Share Capital – continued –

e) Warrants – continued –

As consideration for providing the COF Agreement (see Note 13g), on July 8, 2014, the Corporation issued 
warrants exercisable to acquire 14,000,000 common shares (the “COF Warrants”), at $0.945 (subject to 
adjustment in certain limited circumstances). The COF Warrants are exercisable in whole or in part at any time, 
and are subject to resale restrictions under applicable securities laws. The COF Warrants will expire on July 8, 
2019. The warrants had an estimated fair value on the grant date of $4.7 million based on the Black-Scholes 
Option Pricing Model using the following assumptions: a risk-free interest rate of 1.55%, an expected stock price 
volatility of 65% and an expected warrant life of 5 years.  

Capital Resources 

The Corporation’s capital management objectives are to: 

• Meet its financial liabilities as they become due; 

• Have sufficient access to liquidity to fund exploration expenses, investing activities and the 
Corporation’s working capital requirements. 

Certain of the financing agreements require the Corporation to meet financial ratios, as well as other positive 
and negative covenants. Certain components of the financing and all of the Corporation’s revenues are 
denominated in US Dollars, while most of the Corporation’s expenses are in Canadian Dollars. The Corporation 
may choose to hedge a portion of its foreign exchange exposures from time to time.  Currently, the Corporation 
maintains certain amounts of liquidity in US dollars to meet anticipated capital expenditures denominated in 
US dollars. Should events or circumstances change, the Corporation may issue new equity, new debt or 
alternative forms of financing.  As at December 31, 2016, the Corporation is not subject to any externally 
imposed capital requirements other than those contained in its Financing Transactions. 

The Corporation prepares detailed annual budgets and longer-term cash flow forecasts. These forecasts are 
regularly reviewed and updated for changes in circumstances to support timely capital allocation, investment 
and financing decisions being made.   

The Corporation’s capital is comprised of debt (current and long-term) and shareholder’s equity: 

December 31,
2016 

December 31,
2015  

April 30,
2015 

Current portion of long-term debt 17,798  8,514 3,013 
Long-term debt 128,936  128,491  122,080 
Convertible debentures 102,769  91,134  82,912 
Shareholders’ equity (1) 689,541  575,959 577,467 

939,044  804,098  785,472 

(1) Refer to the consolidated statements of changes in equity for the changes in the year ended December 31, 2016, eight-month 
period ended December 31, 2015 and the year ended April 30, 2015. 
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Exploration Expense (Recovery) 

a) Adamantin Property 

During the year ended December 31, 2016, the Corporation continued to conduct exploration work totalling 
$2.2 million on the Adamantin property (December 31, 2015 - $0.3 million and April 30, 2015 - $Nil). The 
property comprises 28,169 hectares of claims in three blocks, located approximately 100 km south of the 
Renard Diamond Mine and 25 km west of the Route 167 Extension road.  

b) Exploration Option Agreements with North Arrow Minerals Inc. 

In March 2013, the Corporation entered into three project-specific exploration option agreements with North 
Arrow Minerals Inc. (“North Arrow”) whereby the Corporation holds 20% interest in each of the Pikoo, Qilalugaq 
and Timiskaming properties (excluding the 95-2 kimberlite on the Timiskaming property). In addition, the 
Qilalugaq property, Nunavut is subject to a 3% NSR and a 3% gross-overriding royalty (“GOR”). The Timiskaming 
Diamond Project, which straddles the Ontario-Québec border in the region of Timiskaming Shores consists of 
staked claims or optioned mining patents. The Pikoo property is located in Saskatchewan. Subsequent to year 
end, on February 17th 2017, the Corporation completed a property purchase agreement with North Arrow under 
which North Arrow has acquired the Corporation’s remaining interests in the Quilaligaq and Pikoo Diamond 
Projects in exchange of 2,000,000 common shares of North Arrow (see Note 27). 

During the year ended December 31, 2016, the Corporation made payments of $Nil (December 31, 2015 - $0.2 
million and April 30, 2015 - $0.5 million) for its share of the exploration work done by North Arrow on these 
properties. 

c) Aviat Property, Melville Peninsula, Nunavut (Eastern Arctic) 

The Corporation has a 90% interest in certain mineral claims and leases known as the Aviat property and 100% 
of the diamond marketing rights for the Aviat property. Hunter Exploration Group (“Hunter”) holds a 10% 
interest in the Aviat property, carried up to the development of a mine on the property. 

The Aviat property is subject to a 2% NSR on products other than diamonds and a 2% GOR on diamond 
production. In addition, advance royalty payments of $50,000 annually commenced October 1, 2006, for the 
Aviat property; the annual carrying cost for the property is approximately $0.1 million. 

On August 2014, the Corporation paid $50,000 for the annual advance royalty payment. 

d) Mining Tax Recovery 

For the year ended December 31, 2016, the Corporation received a total of $0.5 million (December 31, 2015 - 
$Nil and April 30, 2015 - $1.5 million) in tax credits. 
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Other (expenses) income, net 

For the year ended
December 31, 2016 

For the eight-month 
period ended 

December 31, 2015  
For the year ended 

April 30, 2015 

Interest income on cash, cash equivalents and 
short-term investments 1,294 1,689 2,410 

Convertible debentures 

Transaction fees – derivatives ─ ─ (1,836) 
Unrealized (loss) gain on fair value of 

derivatives (8,858) 6,357 10,912 

Unrealized foreign exchange gain (loss) 2,551 (11,556) (10,403) 

Subscription receipts (Orion) 

Transaction fees – derivatives ─ ─ (308) 

Realized gain on fair value of derivatives ─ ─ 994 

Foreign exchange gain ─ ─ 2,430 

Finance costs ─ ─ (4,543) 

Diamond Stream Agreement – Standby fees ─ ─ (2,323) 

Senior Secured loan – Standby fees (2,107) (1,409) (1,709) 
Amortization of deferred transaction 
costs (Note 13f) (5,216) ─ ─ 

Other 

Gain (loss) on investments (21) (21) (148) 
Unrealized foreign exchange (loss) gain 

on monetary assets and liabilities (983) 7,913 4,032 

Realized foreign exchange (loss) gain (114) (426) 9,557 

Accretion on asset retirement obligation (239) (101) (64) 

Standby fees (307) (234) (338) 

Total Other (Expenses) Income, net (14,000) 2,212 8,663 

Related Party Transactions  

a) Key Management Personnel Remuneration 

Key management includes the Corporation’s directors and all executive officers. Compensation awarded to key 
management includes: 

For the year 
ended 

December 31, 
2016

For the eight-
month period 

ended 
December 31, 

2015  

For the year 
ended 

April 30, 2015 

Salaries and other short-term employee benefits (1) 5,465 2,636  3,610 

Director’s fees 365 318  369 
Share-based compensation (1) 1,496 556  4,118 

7,326 3,510  8,097 

(1) Certain salaries and Share-based compensation for key management personnel are allocated to property, plant and equipment. 

Certain employment agreements between the executive team and the Corporation contain termination without 
cause and change of control provisions. If all executive officers had been terminated without cause on 
December 31, 2016, the total amount payable would be $8.4 million. If a change of control had occurred on 
December 31, 2016, the total amount payable in respect of severance, if so elected by each executive officer, 
including accelerated vesting of share-based awards, would be $11.5 million. 
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Related Party Transactions – continued –

b) Transactions with Related Parties 

The Corporation entered into the following transactions with related parties not otherwise disclosed in these 
financial statements: 

(i) For the year ended April 30, 2015, the Corporation received financing from Diaquem, RQ and their 
parent company Investissement Québec (“IQ”). For the year ended December 31, 2016, the 
Corporation incurred interest, commitment fees and standby fees of $7.6 million relating to this 
financing (December 31, 2015 - $3.7 million and April 30, 2015 –$5.9 million). In addition, for the 
year ended April 30, 2015, the Corporation reimbursed IQ for legal fees of $0.9 million incurred in 
connection with the Financing Transactions. For the year ended December 31, 2016, royalties in 
the amount of $0.2 million became due to Diaquem. Collectively, as at December 31, 2016, 
Diaquem, RQ and IQ own 25.3% of the Corporation’s issued and outstanding common shares and 
therefore have significant influence over the Corporation; 

(ii) For the year ended April 30, 2015, the Corporation received financing from Orion. For the year 
ended December 31, 2016, the Corporation incurred interest and standby fees of $1.9 million 
(December 31, 2015 - $1.9 million and April 30, 2015 - $3.1 million) payable to Orion.  In addition, 
for the year ended April 30, 2015, the Corporation reimbursed Orion’s legal expenses of $1.7 
million incurred in connection with the Financing Transactions. As at December 31, 2016, Orion 
owns 17.3%  of the Corporation’s issued and outstanding common shares and US$20.5 million of 
the US$81.3 million Convertible Debentures issued and therefore has significant influence over 
the Corporation; 

(iii) Between February 2012 and December 2014, a partner at Norton Rose Fulbright Canada LLP 
(“NRC”) served as the Corporation’s Corporate Secretary. For the year ended April 30, 2015, the 
Corporation incurred legal fees of $4.5 million payable to NRC; and 

(iv) Between July 2011 and October 2014, a partner at Lavery de Billy served as a Director of the 
Corporation. For the year ended April 30, 2015, the Corporation incurred legal fees totalling $0.5 
million payable to Lavery de Billy.  Lavery de Billy represented CDPQ in connection with the 
Financing Transactions which closed on July 8, 2014.  The Corporation paid CDPQ’s legal fees 
related to the Financing Transactions directly to Lavery de Billy. 

Earnings (loss) per share 

a) Basic 

Basic loss per share is calculated by dividing the net loss attributable to equity holders of the Corporation by 
the weighted average number of ordinary shares outstanding during the year 

For the year ended 
December 31, 

2016 

For the eight-
month ended 
December 31, 

2015 

For the year 
ended April 30, 

2015 

Net income (loss) 19,641  (3,656)  (642) 
Weighted average number of ordinary shares 

outstanding 779,192,150 732,310,440  626,709,286 

Basic earnings (loss) per share 0.03  Nil  Nil 
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Earnings per Share – continued –

b) Diluted 

For the year ended December 31, 2016, the eight-month period ended December 31, 2015 and year ended April 
30, 2015, the effect of potential issuance of shares under the convertible debentures options and warrants is 
considered to be anti-dilutive. Accordingly, the diluted earnings (loss) per share is equal to the basic earnings 
(loss) per share.

Supplemental Schedule of Non-Cash Investing and Financing Activities 

December 31,
2016 

December 31,
2015  

April 30,
2015 

Finance expense accrual  590 933  3,214 
Fair value of warrants issued in connection with 

the COF Agreement (Note 18) – –  4,701 
Property, plant and equipment included in 

accounts payable and accrued liabilities  29,593 57,245  49,122 

Reconciliation of Property, Plant & Equipment Acquisitions: 

December 31,
2016  

December 31,
2015  

April 30,
2015 

Balance, end of the period 1,102,084 831,430  541,481 
Balance, beginning of the period 831,430 541,481  260,728 

Change 270,654 289,949  280,753 

Add-back (subtract): 
Pre-commercial production revenue capitalized 8,467 ─ ─
Amortization of deferred revenue 565 
Government assistance (Note 13d) ─ ─  3,349 
Acquisition of property, plant and equipment 

included in working capital 27,652 (8,123)  (46,144) 
Interest expense capitalized (Note 13b) (3,126) (1,895)  (5,798) 
Acquisition of mineral property rights for debt ─ ─  (12,717) 
Finance leases included in Property, Plant and 

Equipment (3,489) (5,415)  (25,263) 
Accretion (8,354) (6,538)  (7,623) 
Loss on disposal of Property, Plant and 

Equipment 38 ─  1,922 
Asset retirement obligation (2,392) (6,002)  (2,550) 
Other (1,030) (1,270)  (3,044) 

Acquisition of Property, Plant & Equipment per 
Statements of Cash Flows 288,985 260,706  182,885 
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Commitments 

In the normal course of business, the Corporation enters into contracts that give rise to commitments. The 
following table summarizes the Corporation’s contractual obligations in connection with these contracts with 
the exception of its debt related obligations:   

Operating Lease 
Payments

Other operating 
commitments 

 Transaction costs 
 (Note 13g)  Total 

Year ending December 31, 2017 413  7,444  4,025  11,882 
Year ending December 31, 2018 341  6,731  –  7,072 
Year ending December 31, 2019 233  6,405  –  6,638 
Year ending December 31, 2020 100  6,140  –  6,240 
Year ending December 31, 2021 –  5,122  –  5,122 
Thereafter  –  27,859  –  27,859 

1,087  59,701  4,025  64,813 

A summary of the Corporation’s minimum future interest and principal payments for its debt and Convertible 
Debentures as at December 31, 2016, can be found in Note 5. 

Other Operating Commitments

During the 8-month period ended December 31, 2015, the Corporation concluded a long-term contractual 
agreement for the supply of liquefied natural gas (“LNG”). An amount of $2.0 million related to this agreement 
was set aside in restricted cash (see Note 11). The future minimum payments are based on the estimated 
minimum obligations over there term of the contractual agreement. 

Impact and Benefits Agreement 

In March 2012, the Corporation entered into an impact and benefits agreement (the “Mecheshoo Agreement”) 
for the Renard Diamond Mine with the Cree Nation of Mistissini and the Grand Council of the Crees (Eeyou 
Istchee)/Cree Regional Authority. The Mecheshoo Agreement is a binding agreement that will govern the long-
term working relationship between the Corporation and the Cree parties during all phases of the Renard 
Diamond Mine. It provides for training, employment and business opportunities for the Cree during the Renard 
Diamond Mine construction, operation and closure, and sets out the principles of social, cultural and 
environmental respect under which the project will be managed. The Mecheshoo Agreement includes a 
mechanism by which the Cree parties will benefit financially from the success of the project on a long term basis, 
consistent with the mining industry’s best practices for engagement with First Nations communities. 

Royalty 

The Renard Diamond Mine is subject to a 2% royalty interest on diamond sales (calculated as 2% of the actual 
gross selling price in Canadian Dollars, minus the lesser of: 3% marketing costs and the actual diamond selling 
costs) and a 2% NSR on minerals other than diamonds. 

Other Construction Commitments 

As at December 31, 2016, SDCI has signed commitments of $1.3 million for the purchase of property, plant and 
equipment, which are expected to be incurred in 2017. 

Segmented Information 

The Corporation has identified its operating segments based on the internal reports that are reviewed and used 
by the executive management team in assessing performance and in determining the allocation of resources. 
The Corporation has one main geographic segment being the Renard Diamond Mine located in the province of 
Québec. This segment is principally engaged in diamond mining, acquisition and exploration of diamond 
properties. 



Stornoway Diamond Corporation 
Notes to Consolidated Financial Statements 
December 31, 2016, December 31, 2015 and April 30, 2015 
(tabular amounts expressed in thousands of Canadian dollars, unless otherwise stated) 

Page 52 of 52 

Subsequent events 

Subsequent to the year-end, on February 16, 2017, the Corporation completed a property purchase agreement with 
North Arrow under which North Arrow has acquired the Corporation’s remaining interests in the Quilaligaq and 
Pikoo Diamond Projects in exchange of 2,000,000 common shares of North Arrow. As additional consideration, the 
Corporation will receive 0.5% and 1.0% gross overriding royalties on diamonds and 0.5% and 1.0% net smelter 
returns royalties on base and precious royalties mine from the Quilalugaq and Pikoo Projects, respectively. North 
Arrow will also make a $2.5 million and a $1.25 million cash payments to the Corporation at the same time that first 
royalties payments relating to the Quilalugaq and Pikoo projects, respectively, are payable.


