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FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2017 AND 2016

The accompanying unaudited condensed interim financial statements of Five Star Diamonds
Limited (formerly, Turquoise Capital Corp.) (the “Company”) for the period ended September
30, 2017, have been prepared by, and are the responsibility of, the Company’s management.

The Company’s independent auditor has not performed a review of these condensed interim
financial statements in accordance with the standards established by Chartered Professional
Accountants Canada for a review of the condensed interim statements by an entity’s auditor.



Five Star Diamonds Ltd.

Consolidated Statement of Financial Position
(Expressed in Canadian Dollars)
(Unaudited)

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Inventory

Total current assets

Non-current assets
Property, plant and equipment

Deferred exploration and evaluation expenditures

Total non-current assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Total current liabilities
Total liabilities

Equity

Share capital

Reserves

Retained deficit

Total equity

Total liabilities and equity

Notes

10
11

September 30, 2017

June 30, 2017

$ $
1,539,962 3,029,431
147,035 155,884
27,842 27,714
1,714,839 3,213,029
2,083,498 2,066,230
4,858,412 4,128,049
6,941,910 6,194,279
8,656,749 9,407,308
435,158 664,504
435,158 664,504
435,158 664,504
17,206,975 17,196,975
2,058,892 2,075,237
(11,044,276) (10,529,408)
8,221,591 8,742,804
8,656,749 9,407,308

The accompanying notes are an integral part of these consolidated financial statements.

Approved and authorised by the Board of Directors on November 21, 2017:

Director
Matthew Wood

Director
Luis Azevedo



Five Star Diamonds Ltd.

Consolidated Statements of Loss and Comprehensive Loss
(Expressed in Canadian Dollars)
(Unaudited)

Revenue
Interest income
Other income

Expenses

Administrative expenses
Public company costs
Accounting, audit and tax fees
Legal fees

Consultant and director fees
Depreciation

Foreign exchange loss
Advertising and marketing
Travel and accommodation
Other expenses

Net loss for the period

Other comprehensive income, net of income tax

Items that may be reclassified to profit or loss

Exchange differences on translation of foreign
operations

Other comprehensive income for the period, net of tax

Total comprehensive income for the period

Loss per share
Basic and diluted

Weighted average number of common shares
outstanding — basic and diluted

3 months ended
September 30, 2017

3 months ended
September 30, 2016

Notes S S
1,187 -
26,380 2,508
(11,250) (10,953)
(10,215) (2,403)
(34,901) (33,509)
(9,413) (14,303)
14 (277,246) (224,817)
(26,940) (30,696)
(2,268) (2,628)
(54,257) (13,031)
(45,833) (177,858)
(70,112) (139,755)
(514,868) (647,445)
(16,345) 27,755
(16,345) 27,755
(531,213) (619,690)
13 (0.004) (0.007)
13 128,786,274 97,355,742

The accompanying notes are an integral part of these consolidated financial statements.



Five Star Diamonds Ltd.
Consolidated Statement of Cash Flows
(Expressed in Canadian Dollars)
(Unaudited)

3 months ended
September 30, 2017

3 months ended
September 30, 2016

Notes S $

Cash flows from operating activities

Payments to suppliers and employees (617,012) (566,471)
Interest received 1,187 2,504
Other receipts 26,380 -
Net cash outflow from operating activities 5 (589,445) (563,967)
Cash flows from investing activities

Payments for property, plant and equipment (105,331) -
Exploration and evaluation expenditure (809,695) (396,916)
Net cash outflow from investing activities (915,026) (396,916)
Cash flows from financing activities

Proceeds from issue of shares - 312,238
Proceeds from exercise of options 15,000 -
Payments for share issue costs - (14,601)
Net cash inflow from financing activities 15,000 297,637
Net decrease in cash and cash equivalents (1,489,471) (663,246)
Cash and cash equivalents at the beginning of the period 3,029,431 1,328,172
Effect of exchange rate fluctuations on cash held 2 9,992
Cash and cash equivalents at the end of the period 5 1,539,962 674,918

The accompanying notes are an integral part of these consolidated financial statements.



Five Star Diamonds Ltd.

Consolidated Statements of Changes in Shareholders' Equity
(Expressed in Canadian Dollars)
(Unaudited)

Notes
Balance as at July 1, 2017
Loss for the period
Other comprehensive income, net of income tax

Total comprehensive loss for the period

Transactions with owners in their capacity as owners
Shares issued on exercise of options 10
Balance as at September 30, 2017

Balance as at July 1, 2016

Loss for the period

Other comprehensive income, net of income tax
Total comprehensive loss for the period

Transactions with owners in their capacity as

owners
Shares issued during the period 10
Share issue costs 10

Balance as at September 30, 2016

Share based

Foreign currency payments Retained
Issued capital  translation reserve reserve earnings Total equity

s s s $ $
17,196,975 514,268 1,560,969 (10,529,408) 8,742,804
- - - (514,868) (514,868)
- (16,345) - - (16,345)
- (16,345) - (514,868) (531,213)
10,000 - - - 10,000
17,206,975 497,923 1,560,969 (11,044,276) 8,221,591
8,415,501 627,999 - (3,209,154) 5,834,346
- - - (647,445) (647,445)
104,853 209,492 - (286,590) 27,755
104,853 209,492 - (934,035) (619,690)
312,238 - - - 312,238
(14,601) - - - (14,601)
8,817,991 837,491 - (4,143,189) 5,512,293

The accompanying notes are an integral part of these consolidated financial statements.



Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

1. Nature of Operations and Going Concern

On May 15, 2014, Five Star Diamonds Limited (“FSD BVI”), was incorporated under the laws of the British Virgin Islands. FSD
BVI has two subsidiaries; FSD Brazil Limited (incorporated in the British Virgin Islands) and Five Star Mineragdo Ltda.
(incorporated in Brazil) with a focus on the business of mining, mineral and resource exploration and development in Brazil.

On September 9, 2016, FSD BVI signed a definitive merger agreement (“Merger Agreement”) with Turquoise Capital Corp.
(“Turquoise”), a company listed on the TSX Venture Exchange (“TSX-V”) with one subsidiary; 1030301 BC Ltd. The Merger
Agreement set out the terms and conditions pursuant to which Turquoise and FSD BVI would complete a transaction resulting
in a reverse takeover (“RTO"”) of Turquoise by the shareholders of FSD BVI and constitute Turquoise’s Qualifying Transaction
under the TSX Venture Exchange Policy 2.4 — Capital Pool Companies.

On March 3, 2017, Turquoise received conditional approval from the TSX-V for the Qualifying Transaction. Following which
the Turquoise submitted its filing statement for the Merger Agreement to the TSX-V on March 29, 2017. On April 20, 2017,
Turquoise, FSD BVI and FSD Holdings Limited (a wholly owned subsidiary of FSD BVI incorporated on April 4, 2017 under the
laws of the British Virgin Islands) finalised the RTO. To complete the Qualifying Transaction, FSD Holdings Limited and FSD
BVI merged to form a single entity and the separate corporate existence of the FSD BVI ceased. FSD Holdings Limited became
the owner of all rights and property of the two merged entities and subject to all liabilities, obligations and penalties of the
two entities. All of the ordinary shares of FSD BVI outstanding immediately prior to the merger were cancelled and in
exchange the holders of the cancelled ordinary shares received one common share in the capital of Turquoise for every share
previously held. The resulting merged entity of FSD Holdings Limited became a wholly-owned subsidiary of Turquoise.

Post completion of the Qualifying Transaction, the amalgamated entity changed its name from Turquoise to Five Star
Diamonds Ltd. (“the Company”). The Company’s common shares commenced trading on the TSX-V under the symbol “STAR”
on April 25, 2017. Upon completion of the Transaction, it is intended that the parties of the resulting issuer company focus
on the exploration and development of FSD BVI’s diamond projects located in Brazil.

The head and registered office of the Company is located at Suite 806, 390 Bay Street, Toronto, Ontario M5H 2Y2. The
records of the Company are located at 22 Lindsay Street, Perth WA, 6000.

These consolidated financial statements have been prepared under the assumption that the Company will be able to realize
its assets and discharge its liabilities in the normal course of business for the foreseeable future. The Company has incurred
ongoing losses and had a cumulative deficit of $11,044,276 as at September 30, 2017 (June 30, 2017 - $10,529,408). The
continuing operations of the Company are dependent upon its ability to continue to raise adequate financing, to commence
profitable operations in the future, and repay its liabilities arising from normal business operations as they become due.
These material uncertainties cast significant doubt upon the Company’s ability to continue as a going concern.

2. Statement of Compliance

The Company applies International Financial Reporting Standards ("IFRS") as issued by the International Accounting
Standards Board (“IASB”). These unaudited consolidated financial statements have been prepared in accordance with
International Accounting Standard 34, Interim Financial Reporting. Accordingly, they do not include all of the information
required for full annual financial statements required by IFRS as issued by the IASB.

The policies applied in these unaudited consolidated financial statements are based on IFRSs issued and outstanding as of
November 21, 2017, the date the Board of Directors approved the statements. The same accounting policies and methods
of computation are followed in these unaudited consolidated financial statements as compared with the most recent annual
financial statements as at and for the year ended June 30, 2017. Any subsequent changes to IFRS that are given effect in the
Company’s audited financial statements for the period ending December 31, 2017 could result in restatement of these
unaudited consolidated financial statements.



Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies

Basis of Preparation

These consolidated financial statements are presented in Canadian dollars. The consolidated financial statements are prepared on
the historical cost basis, except for financial instruments that are measured at fair value.

Basis of Consolidation
The consolidated financial statements include the accounts of Five Star Diamonds Ltd and its subsidiaries which it is deemed to
control. All intercompany transactions have been eliminated on consolidation.

Control is achieved when the Company:

. has power over the investee;
. is exposed, or has rights, to variable returns from its involvement in with the investee; and
. has the ability to its power to affect its returns.

The Company will reassess whether or not it controls an investee if facts and circumstances indicate that there are changes to one
or more of the three elements listed above. When the Company has less than a majority of the voting rights of an investee, it has the
power over the investee when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the
investee unilaterally. The Company considers all relevant facts and circumstances in assessing whether or not the Company’s voting
rights are sufficient to give it power, including,

. the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the other vote holders;

. potential voting rights held by the Company, other vote holders or other parties; rights arising from other contractual
arrangements; and

. any additional facts and circumstances that indicate that the Company has, or does not have, the current ability to direct the

relevant activities at the time that decisions need to be made, including voting patterns at previous shareholder meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when the Company loses
control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the period are included in
the consolidated statement of comprehensive income from the date the Company gains control until the date when the Company
ceases to control the subsidiary.

Changes in the Company’s ownership interest in existing subsidiaries

Changes in the Company’s ownership interest in subsidiaries that do not result in the Company losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts of the Company’s interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests in subsidiaries. Any difference between the amount paid by which the non-
controlling interests are adjusted and the fair value of the consideration paid or received is recognised directly in equity and
attributed to the owners of the Company.

When the Company loses control, a gain or loss is recognised in profit or loss and is calculated as the difference between:

. The aggregate of the fair value of the consideration received and the fair value of any retained interest; and
. The previous carrying amount of the assets (including goodwill), and liabilities of the subsidiary and any non-controlling
interests.

All amounts previously recognised in other comprehensive income in relation to that subsidiary are accounted for as if the Company
had directly disposed of the related assets or liabilities of the subsidiary (i.e. reclassified to profit and loss or transferred to another
category of equity as specified/permitted by the applicable IASBs). The fair value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair value on initial recognition for subsequent accounting under IASB 139, when
applicable, the cost on initial recognition of an investment in an associate or a joint venture.
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Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies (continued)

Critical Accounting Estimates and Judgements

Estimates by management represent an integral component of financial statements prepared in conformity with IFRS. The
estimates made in these consolidated financial statements reflect management's judgment based on past experiences, present
conditions and expectation of future events. Where estimates were made, the reported amounts for assets, liabilities, revenue
and expenses may differ from the amounts that would otherwise be reflected if the ultimate outcome of all uncertainties and
future events were known at the time these consolidated financial statements were prepared.

Accounts which require management to make material estimates and significant assumptions in determining amounts recorded
include recoverability of property rights and evaluation and exploration costs, amortization of equipment, accrued liabilities,
provision for environmental remediation and mineral property reclamation liabilities, valuation of equity instruments, deferred
tax assets and contingencies.

Significant assumptions about the future that management has made that could result in a material adjustment to the carrying
amounts of assets and liabilities in the event that actual result differ from assumptions made also include management's
assumptions in determining the functional currencies of the Company and the Company's subsidiaries, going concern presentation
of the consolidated financial statements which assumes that the Company will continue in operation for the foreseeable future
and will be able to realize its assets and discharge its liabilities in the normal course of operations as they come due and valuation,
ownership and recoverability of the Company's interest in mineral properties which is contingent on the Company's ability to
obtain funding for development of the properties. Management also determined that the Company is still in the exploration and
evaluation stage of development.

The Group measures the cost of equity settled transactions with employees by reference to the fair value of the equity instruments
at the date at which they are granted. For options the fair value is determined by using the Black Scholes formula taking into
account the terms, conditions and probability upon which the instruments were granted. For shares the fair value is determined
by reference to the closing price of the shares on the TSX-V at the time of issue.

Functional Currency

The Company's presentation and functional currency is the Canadian dollar. The functional currency, as determined by management,
of the Company and 1030301 BC Ltd is Canadian dollars. The functional currency of FSD Holdings Ltd and FSD Brazil Ltd is the United
States Dollars and the functional currency of Five Star Mineracdo Ltda is the Brazilian Real. For the purpose of the consolidated
financial statements, the results and financial position are expressed in Canadian dollars.

The prior period comparatives are those of FSD BVI, whose functional currency was USD. For purposes of comparison, the 2016
comparatives have been translated into Canadian dollars.

Foreign Currency Translation

The individual financial records of each group entity are kept in the currency of the primary economic environment in which the
entity operates (its functional currency). Transactions in currencies other than the Company's functional currency are recognized at
the rates of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary items denominated
in foreign currencies are translated at the rates prevailing at that date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated at the rates on the date of the initial transaction. Exchange differences are recognized in
profit and loss in the period in which they arise.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the foreign entities are expressed in
Canadian dollars using exchange rates prevailing at the end of the reporting period. Income and expense items are translated at the
average exchange rates for the period, unless exchange rates fluctuated significantly during that period, in which case the exchange
rates at the dates of the transactions are used. Exchange differences arising are recognized as a separate component of equity and
as a foreign currency translation adjustment in other comprehensive income in the consolidated statements of loss and
comprehensive loss.

8



Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies (continued)

Determination of fair value

Fair value is determined based on the price that would be received to sell an asset or paid to transfer a liability in an arms-length
transaction at the measurement date. Fair value is measured using the assumptions when pricing an asset or liability. Fair value is
determined by using quoted prices in active markets for identical or similar assets or liabilities. When quoted prices in active markets
are not available, fair value is determined using valuation techniques that maximize the use of observable inputs. When observable
valuation inputs are not available, significant judgment is required to determine fair value by assessing the valuation techniques and
valuation inputs. The use of alternative valuation techniques or valuation inputs may result in a different fair value.

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments which are measured
at fair value by valuation technique:
- Level I: Quoted (unadjusted) prices in active markets for identical assets or liabilities.
- Level ll: Other techniques for which all inputs which have a significant effect on the recorded fair value are observable,
either directly or indirectly.
- Level lll: Techniques which use inputs which have a significant effect on the recorded fair value that are not based on
observable market data.

For assets and liabilities that are recognized in the consolidated financial statements on a recurring basis, the Company determines
whether transfers have occurred between Levels in the hierarchy by re-assessing categorization (based on the lowest level input
that is significant to the fair value measurement as a whole) at the end of each reporting period.

Financial Instruments and Financial Risk

Financial instruments are measured at their fair values on initial recognition. The Company classifies its financial instruments in the
following categories depending on the purpose for which the instruments were acquired, fair value through profit and loss, held to
maturity, loans and receivables and other financial liabilities. The Company has made the following classification:

e Cash and cash equivalents or term deposits are classified as fair value through profit and loss and are measured at fair value.
Gains and losses resulting from the period revaluation are recorded in net loss.

e Trade and other receivables are classified as loans and receivables and are recorded at amortized cost, which upon their initial
measurement, is equal to their fair values. Subsequent measurements are recorded at amortized cost using the effective
interest rate method.

e Trade and other payables are classified as other financial liabilities and are initially measured at their fair value. Subsequent
measurements are recorded at amortized cost using the effective interest rate method.

Transaction costs are expensed as incurred for financial instruments classified or designated as held for trading. Transaction costs
for financial assets classified as available for sale are added to the value of the instruments at acquisition. Transaction costs related
to other financial liabilities are deducted from the value of the instrument at acquisition and taken into net income using the effective
interest rate method. If a financial liability is interest free or bears interest at below the market rate, it is recognized at an amount
below the settlement price or nominal amount. The financial liability initially recognized at fair value is amortized subsequent to
initial recognition using the effective interest rate method.

Financial assets are derecognized when the rights to receive cash flows from the assets have expired or have been transferred and
the Company has transferred substantially all risks and rewards of ownership. A financial liability is derecognized when the obligation
under the liability is discharged, cancelled, or expires. When an existing financial liability is replaced by another from the same lender
on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as the derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognized in the statement of profit or loss. Financial assets and liabilities are offset and the net amount reported in the
consolidated statement of financial position when there is a legally enforceable right to offset the recognized amounts and there is
an intention to settle on a net basis, or, realize the asset and settle the liability simultaneously.



Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies (continued)

Cash and Cash Equivalents

Cash and cash equivalents represent cash on hand and at bank. Cash equivalents are short term, highly liquid investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value. Bank overdrafts are
shown within borrowings in current liabilities in the statement of financial position.

For the purposes of the statement of cash flows, cash and cash equivalents consist of cash and cash equivalents as defined above.

Trade and Other Receivables

Trade receivables are measured on initial recognition at fair value and are subsequently measured at amortised cost using the
effective interest rate method, less any allowance for impairment. Trade receivables are generally due for settlement within periods
ranging from 15 days to 30 days.

Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the ordinary
course of business less any estimated selling costs. Cost includes those costs incurred in bringing each component of inventory to
its present location and condition. All inventory currently held is as a result of exploration activities.

Evaluation and Exploration Costs

Exploration and evaluation expenditures in relation to each separate area of interest are recognised as an exploration and evaluation
asset in the year in which they are incurred where the following conditions are satisfied:

. the rights to tenure of the area of interest are current; and
. at least one of the following conditions is also met:
- the exploration and evaluation expenditures are expected to be recouped through successful development and exploration
of the area of interest, or alternatively, by its sale; or
- exploration and evaluation activities in the area of interest have not at the balance date reached a stage which permits a
reasonable assessment of the existence or otherwise of economically recoverable reserves, and active and significant
operations in, or in relation to, the area of interest are continuing.

Exploration and evaluation assets are initially measured at cost and include acquisition of rights to explore, studies, exploratory
drilling, trenching and sampling and associated activities and an allocation of depreciation and amortised of assets used in exploration
and evaluation activities. General and administrative costs are only included in the measurement of exploration and evaluation costs
where they are related directly to operational activities in a particular area of interest.

Where a decision has been made to proceed with development in respect of a particular area of interest, the relevant exploration
and evaluation asset is tested for impairment and the balance is then reclassified to development.
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Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies (continued)

Property, Plant and Equipment

Plant and equipment is stated at cost less accumulated depreciation and any accumulated impairment losses. Such cost includes the
cost of replacing parts that are eligible for capitalisation when the cost of replacing the parts is incurred. Similarly, when each major
inspection is performed, its cost is recognised in the carrying amount of the plant and equipment as a replacement only if it is eligible
for capitalisation.

Depreciation is calculated on a straight-line basis over the estimated useful life of the assets as follows:

Plant and equipment 10 years
Motor vehicles 5 years
Computer equipment 5-10years
Furniture and fittings 10 years

The assets' residual values, useful lives and amortisation methods are reviewed, and adjusted if appropriate, at each financial year
end.

Impairment
The carrying values of plant and equipment are reviewed for impairment at each balance date, with recoverable amount being
estimated when events or changes in circumstances indicate that the carrying value may be impaired.

The recoverable amount of plant and equipment is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

For an asset that does not generate largely independent cash inflows, recoverable amount is determined for the cash-generating
unit to which the asset belongs, unless the asset's value in use can be estimated to approximate fair value.

An impairment exists when the carrying value of an asset or cash-generating unit exceeds its estimated recoverable amount. The
asset or cash-generating unit is then written down to its recoverable amount.

For plant and equipment, impairment losses are recognised in the statement of comprehensive income in the cost of sales line item.
However, because land and buildings are measured at revalued amounts, impairment losses on land and buildings are treated as a
revaluation decrement.

Derecognition and disposal
An item of property, plant and equipment is derecognised upon disposal or when no further future economic benefits are expected

from its use or disposal.

Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the year the asset is derecognised.

11



Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies (continued)

Impairment of Non-Financial Assets

The Company assesses the carrying amount of non-financial assets including property rights and evaluation and exploration costs
and field and office equipment at each reporting date to determine whether there is any indication of impairment. Internal factors,
such as budgets and forecasts, as well as external factors, such as expected future prices, costs and other market factors are also
monitored to determine if indications of impairment exist.

An impairment loss is the amount equal to the excess of the carrying amount of the individual asset or the CGU over the recoverable
amount. The recoverable amount is the higher of estimated value in use and the estimated fair value less costs of disposal.

Impairment is assessed at the individual asset or cash-generating unit ("CGU") level which is the geographical operating segments
of the Company. A CGU is the smallest identifiable group of assets that generates cash inflows largely independent of the cash
inflows from other assets or group of assets.

An impairment loss for an individual asset or CGU shall be reversed if there has been a change in estimates used to determine the
recoverable amount since the last impairment loss was recognized and is only reversed to the extent that the assets carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized.

Share-based Compensation

The Company has a stock option plan, refer to note 11. Employees (including officers), directors and consultants of the Company
receive remuneration in the form of stock options granted under the plan for rendering services to the Company. Stock options
granted during the period are accounted for in accordance with the fair value method of accounting for stock-based compensation.
The fair value for these options is estimated at the date of grant using the Black-Scholes option pricing model. The Company is also
required to estimate the expected future forfeiture rate of options in its calculation of stock-based compensation expense. The cost
of options is recognized, together with a corresponding increase in share-based payment reserve, over the period in which the
performance and/or service conditions are fulfilled, ending on the date on which the relevant options becomes fully entitled to the
award (the "vesting date"). The cumulative expense recognized for option grants at each reporting date until the vesting date reflects
the portion of the vesting period that passed and is the Company's best estimate of the number of options that will ultimately vest
on the vesting date. The Company records compensation expense and credits contributed surplus for all stock options granted which
represents the movement in cumulative expense recognized as at the beginning and end of that period. Any consideration received
on the exercise of stock options is credited to share capital.

Where the terms of a stock option award are modified, the minimum expense recognized in compensation expense is the expense
as if the terms had not been modified. An additional expense is recognized for any modification that increases the total fair value

of the option or is otherwise beneficial to the options as measured at the date of modification.

Where an option is cancelled, it is treated as if it had vested on the date of cancellation and any expense not yet recognized for the
award is recognized immediately.

If a new award is substituted for the cancelled award and designated as a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a modification of the original award, as described in the previous paragraph.

Outstanding options are anti-dilutive on earnings per share as the Company is currently generating losses.
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Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies (continued)
Income Taxes

Income tax expense consists of current and deferred tax expense. Current and deferred tax are recognized in profit or loss except
to the extent that it relates to items recognized directly in equity or other comprehensive income.

Current tax is recognized and measured at the amount expected to be recovered from or payable to the taxation authorities based
on the income tax rates enacted or substantively enacted at the end of the reporting period and includes any adjustment to taxes
payable in respect of previous years.

Deferred tax is recognized on any temporary differences between the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the computation of taxable earnings. Deferred tax assets and liabilities
are measured at the tax rates that are expected to apply in the period when the asset is realized and the liability is settled. The effect
of a change in the enacted or substantively enacted tax rates is recognized in net earnings and comprehensive income or in equity
depending on the item to which the adjustment relates.

Deferred tax assets are recognized to the extent future recovery is probable. At each reporting period end, deferred tax assets are
reduced to the extent that it is no longer probable that sufficient taxable earnings will be available to allow all or part of the asset
to be recovered.

Revenue Recognition
Revenue is measured at fair value of the consideration received or receivable. Amounts disclosed as revenue are net of returns,
trade allowances, rebates and amounts collected on behalf of third parties.

Interest income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to the Company and the
amount of revenue can be reliably measured. Interest income is accrued on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that assets’ net carrying amount on initial recognition.

Loss per share

Basic loss per share amounts are calculated by dividing net loss available to common shareholders by the weighted average number
of common shares outstanding during the period. Diluted loss per share is determined by evaluating impact of all outstanding stock
option grants and warrants are exercised, if dilutive, and the assumed proceeds are used to purchase the Company's common shares
at the average market price during the period.

Accounts Payable and Accrued Liabilities

Trade payables and other payables are carried at amortised cost and represent liabilities for goods and services provided to the
Company prior to the end of the financial year that are unpaid and arise when the Company becomes obliged to make future
payments in respect of the purchase of these goods and services. Trade and other payables are presented as current liabilities unless
payment is not due within 12 months.

Issued Capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in
equity as a deduction, net of tax, from the proceeds. Incremental costs directly attributable to the issue of new shares or options for
the acquisition of a new business are not included in the cost of acquisition as part of the purchase consideration.
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Five Star Diamonds Ltd.

Notes to Consolidated Financial Statements

For the three months ended September 30, 2017
(Expressed in Canadian Dollars)

(Unaudited)

3. Significant Accounting Policies (continued)

Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision
makers — being the Board of Directors.

For management purposes, the Company is organised into one main operating segment, which involves exploration for diamonds.
All of the Company’s activities are interrelated, and discrete financial information is reported to the Board as a single segment.

Accordingly, all significant operating decisions are based upon analysis of the Company as one segment. The financial results from
this segment are equivalent to the financial statements of the Company as a whole.

4, Recent Accounting Pronouncements

A number of new standards, amendments to standards and interpretations, are not yet effective for the period ended September
30, 2017, and have not been applied in preparing these consolidated financial statements. The following standards and
interpretations have been issued by the IASB and the IFRIC Committees with effective dates relating to the annual accounting periods
starting on or after the effective dates as follows:

IFRS 9, Financial Instruments, ("IFRS 9") was issued by the IASB in July 2014 in final form and will replace IAS 39, Financial Instruments:
Recognition and Measurement ("IAS 39"). IFRS 9 uses a single approach to determine whether a financial asset is measured at
amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its
financial instruments in the context of its business model and the contractual cash flow characteristics of the financial assets. Most
of the requirements in IAS 39 for classification and measurement of financial liabilities were carried forward unchanged to IFRS 9.
The new standard also requires a single impairment method to be used, replacing the multiple impairment methods in IAS 39. IFRS
9 is effective for annual periods beginning on or after January 1, 2018.

IFRS 15, revenue from contracts and customers ("IFRS 15") was issued by the IASB on May 28, 2014, and will replace IAS 18, revenue,
IAS 11, construction contracts, and related interpretations on revenue. IFRS 15 sets out the requirements for recognizing revenue
that apply to all contracts with customers, except for contracts that are within the scope of the standards on leases, insurance
contracts and financial instruments. IFRS 15 uses a control based approach to recognize revenue which is a change from the risk and
reward approach under the current standard. Companies can elect to use either a full or modified retrospective approach when
adopting this standard and it is effective for annual periods beginning on or after January 1, 2018.

IFRS 16, Leases ("IFRS 16") will bring most leases on-balance sheet for lessees under a single model, eliminating the distinction
between operating and finance leases. Lessor accounting however remains largely unchanged and the distinction between
operating and finance leases is retained. Under IFRS 16 a lessee recognizes a right-of-use asset and a lease liability. The right-of-
use asset is treated similarly to other nonfinancial assets and depreciated accordingly and the liability accrues interest. This will
typically produce a frontloaded expense profile (whereas operating leases under IAS 17, Leases ("IAS 17") would typically have had
straight-line expenses) as an assumed linear depreciation of the right-of-use asset and the decreasing interest on the liability will
lead to an overall decrease of expense over the reporting period. IFRS 16 supersedes IAS 17 and related interpretations and is
effective for periods beginning on or after January 1, 2019, with earlier adoption permitted if IFRS 15, Revenue from Contracts
with Customers has also been applied.
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5. Cash and Cash Equivalents

Cash at bank and on hand
Short-term deposits

Cash at bank earns interest at floating rates based on daily bank deposit rates.

Reconciliation of profit for the period to net cash flows from operating activities

Net loss for the period
Depreciation
Foreign exchange movement

(Increase)/decrease in assets:
Trade and other receivables
Inventories

Increase/(decrease) in liabilities:
Trade and other payables
Net cash from operating activities

6. Trade and Other Receivables
Advances
VAT receivable
Prepayments
Other receivables

September 30, June, 30

2017 2017

$ $
1,539,962 3,029,431
1,539,962 3,029,431
(514,868) (647,445)
26,940 30,696
44,774 (34,164)
8,849 (6,029)
(126) (232)
(155,014) 93,207
(589,445) (563,967)
32,939 20,590
25,446 37,794
65,000 97,500
23,650 -
147,035 155,884
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7. Property, Plant and Equipment

Gross carrying amount

Balance at July 1, 2016

Foreign currency differences
Additions

Balance at September, 30 2017

Accumulated depreciation and impairment
Balance at July 1, 2017

Foreign currency differences

Depreciation expensed or capitalised
Balance at September 30, 2017

Carrying value
September 30, 2017

Gross carrying amount
Balance at July 1, 2016
Foreign currency differences
Additions

Disposals

Balance at June, 30 2017

Accumulated depreciation and impairment
Balance at July 1, 2016

Foreign currency differences

Depreciation expensed or capitalised
Disposals

Balance at June 30, 2017

Carrying value
June 30, 2017

Plant and Motor Computer Furniture
equipment vehicles equipment and fittings Total

$ $ S $ S
2,007,178 49,118 4,728 5,206 2,066,230
166,632 226 904 821 168,583
43,988 - - - 43,988
2,217,798 49,344 5,632 6,027 2,278,801
(168,154) - (878) (794) (169,826)
1,463 - - - 1,463
(23,223) (3,289) (308) (120) (26,940)
(189,914) (3,289) (1,186) (914) (195,303)
2,027,884 46,055 4,446 5,113 2,083,498
2,114,973 60,446 4,842 4,221 2,184,482
(46,713) (1,042) (162) (192) (48,109)
107,072 51,433 926 1,971 161,402
- (61,719) - - (61,719)
2,175,332 49,118 5,606 6,000 2,236,056
(61,453) (13,096) (295) (391) (75,235)
5,895 696 34 28 6,653
(112,596) (8,229) (617) (431) (121,873)
- 20,629 - - 20,629
(168,154) - (878) (794) (169,826)
2,007,178 49,118 4,728 5,206 2,066,230

Plant and equipment includes $1,035,851 (June 30, 2017: $991,863) of a plant which is not yet operational and therefore is not
depreciated. During the period, no depreciation (three months ended September 30, 2016: Snil) was capitalised to the deferred

exploration and evaluation expenditures.
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September 30, June, 30
2017 2017
$ $
8. Deferred Exploration and Evaluation Expenditure
Costs carried forward in respect of:
Exploration and evaluation phase — at cost
Balance at beginning of period 4,128,049 2,606,700
Expenditure incurred 721,937 1,647,035
4,849,986 4,253,735

Transferred to development expenditure

Foreign currency differences 8,426 (125,686)
Expenditure written off - -
Total exploration and evaluation expenditure 4,858,412 4,128,049

The Company has one material project, the Cataldo Diamond Project, located in the State of Goias, Brazil. The Cataldo Diamond
Project is comprised of one exploration license of 1,999.42 hectares. In total, the Company has 23 diamond kimberlite projects
comprising an aggregate of 67 exploration licences and applications across 165,019 hectares.

The Company has entered into a royalty agreement with GRB Grafite do Brasil Mineracdo Ltda (‘GRB’) in relation to the assignment of
certain claims to the Company by GRB. The Company will pay GRB a net smelter returns royalty of 1.5% in respect of any product
extracted, produced, saved and marketed from various mineral claims. The royalty agreement also applies to certain mineral claims
that the Company does not currently hold but may hold in the future.

The Company has entered into a royalty agreement with Metal Land Minerac¢do Ltda (‘MLML’) in relation to the assignment of certain
claims to the Company by MLML. The Company will pay MLML a net smelter returns royalty of 1% in respect of any product extracted,
produced, saved and marketed from various mineral claims.

The Company agreed to pay in consideration for a loan provided to the Company in 2017 by several third parties, a royalty of 2.1% on
the production from certain mineral claims.

On September 14, 2017, the Company relinquished 13 mineral claims covering approximately 20,000 hectares. No exploration activities
had been conducted in the areas covered by these mineral rights and they did not form a part of any of the Company’s advanced
projects.

The recoupment of costs carried forward in relation to areas of interest in the exploration and evaluation phases is dependent on the
successful development and commercial exploitation or sale of the respective areas.

9. Trade and Other Payables
Trade payables (i) 316,949 560,592
Accrued expenses 113,209 103,912
Shares to be allotted 5,000 -

435,158 664,504

(i) Trade payables are non-interest bearing and are normally settled on 30-day terms.
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September 30, June, 30

2017 2017

$ S

10. Issued Capital
(a) Issued and paid up capital
Ordinary shares fully paid 17,206,975 17,196,975
September 30, 2017 June 30, 2017 September 30, 2016
Number of Number of Number of
shares S shares S shares S
(b) Movements in ordinary shares
Opening Balance 128,777,096 17,196,975 96,612,180 8,415,501 96,612,180 8,415,501
Five Star Diamonds Limited shares on issue
acquisition - - 6,489,774 1,946,932 - -
Shares issued under public offering - - 17,815,480 5,344,644 - -
Shares issued on exercise of options* 100,000 10,000 50,000 15,748 - -
Shares issued in lieu of debt - - 997,078 295,558 - -
Shares issued to consultants - - 3,184,497 947,042 - -
Shares issued under anti-dilutive

agreement - - 1,408,087 425,575 - -
Shares issued under placement - - 2,220,000 640,715 1,050,000 312,238
Transaction costs on share issue - - - (790,985) - (14,601)
Exchange differences - - - (43,755) - 104,853

128,877,096 17,206,975 128,777,096 17,196,975 97,662,180 8,817,991

* On July 25, 2017, the Company issued 100,000 shares at $0.10 per share upon receipt of $10,000 on the exercise of options.

(c) Ordinary shares

The Company does not have authorised capital nor par value in respect of its issued capital. Ordinary shares have the right to
receive dividends as declared and, in the event of a winding up of the Company, to participate in the proceeds from sale of all
surplus assets in proportion to the number of and amounts paid up on shares held. Ordinary shares entitle their holder to one

vote, either in person or proxy, at a meeting of the Company.

(d) Capital risk management

The Company’s capital comprises share capital and reserves less accumulated losses. As at September 30, 2017, the Company
has net assets of $8,221,591 (June 30, 2016: $8,742,804). The Company manages its capital to ensure its ability to continue as a
going concern and to optimise returns to its shareholders. The Company has no externally imposed capital requirements. There

were no changes during the year. Refer to note 14 for further information on the Company’s financial risk management policies.
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11. Share Options

The following table reflects the continuity of stock options for the period ended September 30, 2017:

Number of Weighted Average Weighted Average

Stock Options Exercise Price $ Remaining Contractual Life

(years)

Balance - June 30, 2017 6,493,950 0.34 1.62
Exercised (100,000) 0.10 1.74
Balance — September 30, 2017 6,393,950 0.35 1.37

There were no stock options on issue for the period ended September 30, 2016.

As at September 30, 2017, there are 6,393,950 unissued ordinary shares under options. The details of the options are as follows:

Number of Options Exercise | Expiry Date Weighted Average Remaining Number of | Grant Date Fair
Outstanding Price $ Contractual Life (years) | Options Vested Value $
5,000,000 $0.36 | 01/05/2019 1.58 5,000,000 1,300,280
50,000 $0.10 | 20/04/2018 1.55 50,000 42,994
1,343,950 $0.30 | 20/04/2019 0.55 1,343,950 228,443
September, 30 June, 30
2017 2017
S $
12. Reserves
Share based payments reserve 1,560,969 1,560,969
Foreign currency translation reserve 497,923 514,268
2,058,892 2,075,237
Movements in Reserves:
Share based payment reserve
At beginning of the period 1,560,969 -
Options issued to employees and consultants - 1,300,280
Options issued to brokers and advisers - 228,443
Revaluation of options issued to directors - 42,994
Valuation variance on exercise of options - (10,748)
Balance at the end of the period 1,560,969 1,560,969
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September, 30 September, 30

2017 2016
$ $
13. Loss per share
Loss used in calculating basic and dilutive loss per share (514,868) (647,445)
Weighted average number of ordinary shares used in
calculating basic and diluted loss per share: 128,786,274 97,355,742

There are no dilutive shares at September 30, 2017.

14. Related Party Disclosures

a) Key Management Personnel
Details of the nature and amount of each element of the emolument of each Director and Executive of the Company for the financial

period are as follows:

Short term employee benefits 232,420 185,756
Post employment benefits - -
Total remuneration 232,420 185,756

Other transactions with Key Management Personnel
FFA Legal Ltda, a company in which Mr Azevedo is a director, provided the Company with legal and accounting services in Brazil
totaling $47,640 (2016: $55,768). No balance (2016: Snil) was outstanding at September 30, 2017.

Luis Azevedo has $29,949 (2016: $20,879) outstanding in Director fees at September 30, 2017.
Matthew Wood had $87,578 (2016: $41,758) outstanding in Director fees at September 30, 2017.
Joseph Burke had $12,479 (2016: $13,163) outstanding in consulting fees at September 30, 2017.

ATMACorp Ltd, a company in which Mr Waraich is a director, is a personal services company into which Mr Waraich’s Directors fees
are paid. ATMACorp Ltd had $14,725 (2016: Snil) outstanding in Director fees at September 30, 2017.

Gemstar Investments Limited, a company in which Mr McMaster is a director, is a personal services company into which Mr
McMaster’s Director fees are paid. Gemstar Investments Limited had $38,044 (2016: $13,104) outstanding at September 30, 2017.

Capital M Consultants Limited, a company in which Mr Rothschild is a director, is a personal services company into which Mr
Rothschild’s Director fees are paid. Capital M Consultants Limited had $43,742 (2016: $4,497) outstanding at September 30, 2017.
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15. Financial Instruments and Risk Management

Risks Arising from Financial Instruments and Risk Management

The Company's activities expose it to a variety of financial risks: such as market risk (including foreign exchange risk and interest rate
risk), credit risk and liquidity risk. The Company's overall risk management program focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the financial performance of the Company.

The Company uses various methods to measure different types of risk to which it is exposed. These methods include sensitivity analysis
in the case of interest rate, foreign exchange and other price risks.

Market Risk

Foreign exchange risk

The Company operates internationally and is exposed to foreign exchange risk arising from various currency exposures. The Company
primarily operates in Brazil. Foreign exchange risk arises from future commercial transactions and recognized assets and liabilities
denominated in a currency that is not the Company's functional currency. The Company's risk management policy is to review its
exposure to non-Canadian dollar forecasts operating costs on a case-by-case basis. The majority of the Company's forecast operating
costs are in Brazilian real and Canadian dollars. The risk is measured using sensitivity analysis and cash flow forecasting

The carrying amount of the Company's foreign currency denominated monetary assets and liabilities are as follows in Canadian dollars:

As at September 30, 2017
BRL in AUD in GBPin UsSD in CAD
CAD CAD CAD CAD
Cash and cash equivalents 71,726 185,018 - 4,725 1,278,493
Accounts payable & accrued liabilities 83,128 6,843 46,643 240,780 57,763

Sensitivity

Based on the financial instruments held at September 30, 2017, had the Canadian dollar weakened/strengthened by 10% against
these foreign currencies with all other variables held constant, the Company's post-tax loss for the period would have been $11,593
higher/lower as a result of foreign exchange gains/losses on translation of non-Canadian dollar denominated financial instruments as
detailed above. The Company's deficit would have been $11,593 higher/lower had the Canadian dollar weakened/strengthened by
10% as a result of foreign exchange gains/losses on translation of non-Canadian dollar denominated financial instruments.

Cash flow fair value interest rate risk
The Company does not have any variable interest-bearing borrowings for which general rate fluctuations apply. The Company is
exposed to interest rate risk to the extent of the funds invested in the Company's bank accounts.

Credit Risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in a financial loss to the Company.
Credit risk arises from cash and cash equivalents with banks and financial institutions as well as credit exposures to outstanding
receivables. It is management's opinion that the Company is not exposed to significant credit risk arising from these financial
instruments.

Liquidity Risk

Prudent liquidity risk management implies maintaining sufficient cash at all times, liquid investments and committed credit facilities
to meet the Company's commitments as they arise. The Company manages liquidity risk by maintaining adequate cash reserves and
by continuously monitoring forecast and actual cash flows. At September 30, 2017, the Company had net working capital of
$1,279,681. Furthermore, as at September 30, 2017 the long-term debt carried by the Company was nil.
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15. Financial Instruments and Risk Management continued

Fair Value Estimation

The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure
purposes. The carrying values of cash and cash equivalents, accounts receivables and payables are assumed to approximate their fair
values due to their short-term nature.

Capital Management

The Company defines capital that it manages as its shareholders' equity. The Company's objectives when managing capital are to
safeguard its ability to continue as a going concern and provide increased shareholder value. As at September 30, 2017, the total
managed capital was $17,206,975.

The Company achieves its objectives by assessing economic conditions, its plans regarding development of its assets, and its
obligations, and utilizing capital markets to raise equity when required.

16.  Subsequent Events

There has not been any matter or circumstance that has arisen after balance date that has significantly affected, or may significantly
affect, the operations of the Group, the results of those operations, or the state of affairs of the Group in future financial years.
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