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Explore the past to predict the future!

DIAGNOS Inc. (TSX: ADK.V) is a leader in the use of Artificial Intelligence (“Al”) and advanced knowle dge
extraction techniques.

DIAGNOS designs advanced data analytics software pr oducts and provides data mining and interpretation
consulting services. The Corporation’s flagship pr  oduct, MCubiX, is a suite of data mining software c apable
of extracting knowledge from historical data - in t he form of images, text or traditional databases - and

making predictions that improve business processes and decision making ability.

Our family of products offers data mining and knowl edge extraction solutions to the mining, oil & gas,
healthcare, financial, and security industries.



Financial Summary

4 I
—— Revenue

2005 2004 2007 2008

00,126
709,187

111,746

Financial Highlights

Revenue 1,863,176 900,126 709,187 111,746
Interest income 30,753 8,672 8,373 -
Net loss (398,085) (617,133) (581,864) (1,746,088)
Loss per share (0.01) (0.02) (0.02) (0.07)
Total assets 4,871,677 1,601,670 964,273 376,770
Total liabilities 665,701 180,061 170,592 215,159

Summary of quarterly results — April 1, 2007 to Mar  ch 31, 2008

Revenue 199,233 742,890 584,342 1,863,176
Other income 15,401 6,388 (35,931) 30,753

Net (loss) earnings (239,703) 38,725 (233,851) (398,085)
Loss) earnings per share . 0.01




Message to Shareholders

Dear Shareholders:

Fiscal 2008 was another model year for
DIAGNOS, our best yet, with key performance
measures exceeding those of any prior years.

Income amounted to $1,863,176, representing
more than twice last year’s figure. Our revenue
was derived primarily from services rendered to
the mineral exploration industry. Thirteen new
customers were added during the 2008 fiscal
year end and DIAGNOS grew from 14 to 22
employees adding more resources to our natural
resources division. As of March 31, 2008, work in
progress related to signed agreements
amounted to $898,364 which will most likely be
recognized as revenue during the first semester
of 2009.

As at March 31, 2008, DIAGNOS has a portfolio of
21 active net smelter return royalty agreements
with some of its clients.

The mining and oil & gas markets remain strong
and we expect the same for the next 12 months.
Our focus for the fiscal year 2009 will be to
continue our marketing efforts in existing markets
and also to enter into relationships with major
mining companies.

For the past two years we've been acquiring
large geophysical databases from governmental
agencies around the world and we view these
efforts as a key differentiator and will set the
stage for the expansion of our natural resources
division.

The Corporation’s particular knowledge of

Artificial Intelligence (“Al") will continue to dri ve

the launch of new applications that will generate
new revenue in new sectors such as healthcare,
and finance.

During the fourth quarter of 2008, DIAGNOS has
substantiated its revenue recognition
methodology, as described more in details in the
Management Discussion & Analysis section of this
annual report, while continuing to comply with
Canadian generally accepted accounting
principles.

As part of its community support initiatives,
DIAGNOS is sponsoring a local athlete that
will participate in the 2008 summer Olympic
Games in the swimming competition (men’s
breaststroke). Also, DIAGNOS donated to the
McGill University Lacrosse team, in Montreal.

In June of 2008, DIAGNOS was named to the
2008 TSX Venture 50™, a ranking of Canada’s top
emerging public companies listed on the TSX
Venture Stock Exchange.

With all the hard work from our Board of Directors,
our staff and partners, we strongly believe in
Diagnos’ ability to grow its business over the next
several years and generate superior returns to our
Shareholders.

We would like to thank our Shareholders for their
support over the years.

It is my pleasure to submit the 2008 DIAGNOS’
annual report.

André Larente
Chairman and Chief Executive Officer

July 14, 2008
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Members of the Board of Directors

André Larente, Chairman

André Larente is the Chairman and Chief Executive O fficer of the Corporation. He has been active in th e
information technology sector for more than 26 year s. He has previously held leading management
positions with companies such as Siemens, Syscan In ternational, Newbridge Networks, Legent; Cognos,
Tandem Computers and Honeywell Information Systems.

David Crevier, Secretary

David Crevier is a member of the Quebec Bar and has been practicing business law since 1975. His main
focus has been in the area of public and private fi nancing and equity investment, and he has been
associated with a number of very successful venture s in the resource and technology sectors, often fro m
the start-up stage. He has extensive experience as a director of public corporations and is currently a

director of Yorbeau Resources Inc., Cancor Mines In c., Diagem Inc. and several private operating
companies and investment funds.

Olivier Lerolle, Director

A French national and a permanent resident of Switz erland since 1985, Olivier Lerolle was granted a
degree by Ecole Supérieure de Commerce de Paris. He brings to the Corporation over thirty years of
international banking, business management and cons ulting experience acquired from several
management positions with Citibank (in New York) an d Banque Indosuez. The functions held in the latter
included responsibility of capital markets and merg ers & acquisitions (M&A) activities.

Livia Masnaghetti, Director

Livia Masnaghetti is a graduate of McGill Universit  y holding a degree in Commerce and is a member of t he
Quebec Order of Chartered Accountants. She is prese ntly a consultant and has international experience in
Finance and M&A. Until 2000, Ms Masnaghetti was a p artner with Grant Thornton, a major accounting and
consulting firm.

Pierre-Georges Roy, Director

A Canadian national and a U.S. resident since 1997, Pierre-Georges Roy is a Partner and Head of
Investment Banking at Milbank Roy & Co., with offic es in New York and Montreal. Milbank Roy provides
private placement and M&A services to fast growing and middle-market companies. Prior to founding his
firm, Mr Roy served as Head of M&A for Zanett Group , a buyout firm. Earlier, Mr Roy began his careeri  n the
1990s as a corporate finance and M&A lawyer with th e firm Stikeman, Elliott in Montreal and Budapest, and
then with global law firm Clifford Chance in New Yo rk. Mr. Roy is Chairman of the Board of Greenwich

Village Center, a New York early childhood school w ithin the Children's Aid Society.

Page | 5



Management team

André Larente, Chairman and Chief Executive Officer

Mr. Larente is the Chairman and Chief Executive Off icer of the Corporation. He has been active in the information

technology sector for more than 26 years. He has pr eviously held leading management positions with com panies
such as Siemens, Syscan International, Newbridge Ne  tworks, Legent; Cognos, Tandem Computers and Honeyw ell
Information Systems.

Houssem Ben Tahar, Vice-President — Development and Business Intelligence

Mr. Ben Tahar is Vice-President Development and Bus iness Intelligence (Bl). Mr. Ben Tahar received a d  egree in
Statistics Engineering (INSEA Rabat), as well as a Master of Applied Economics and a Master of Busines S
Intelligence from HEC Montreal. His academic traini ng enabled him to develop valuable expertise in dec isional
computer science as well as multiple Bl software pr ogramming. Mr. Ben Tahar served as President of th e
consulting services of HEC Montreal. Mr. Ben Tahar  provides business solutions to managers’ daily prob  lems
enabling them to rapidly react and to optimize thei r resources.

Michel Fontaine, Vice-President — Business Developm  ent

Mr. Fontaine joined the team in January 2005 as Vic e-President — Business Development. Previously, Mr.  Fontaine

served as Vice-President within a firm specialized in foreign exchange trading. Earlier, Mr. Fontaine worked in the
mining resources industry in Vancouver, BC and then was a stock broker with nationally recognized brok erage
firms in Canada, Mr. Fontaine’s extensive professio nal network in both the financial and natural resou rces

industries is beneficial to our clients.
Marc-André Massue, Controller

Mr. Massue joined the team in May 2008 and serves a s Controller. He has more than 15 years of financi  al and
human resources management experience with internat ional and medium-sized high technology corporations

Mr. Massue received a Bachelor in Business Administ ration (BBA) from HEC Montréal, as well as a Diplom a in
Economics from the Université de Montréal. Mr. Mass ue is a member of the Quebec Order of Chartered
Accountants

Isabelle D’Amours, Manager — Geophysics

Ms D’Amours received a bachelor degree in geologica | engineering from the Ecole Polytechnique de Montr éal
and a master's degree in applied geophysicist from the Ecole Polytechnique de Montréal. Ms D’Amours is

particularly interested in the application of geoph ysical methods to mining and petroleum exploration. She
possesses more than seven years of experience in ap  plied geophysics, five of which are in airborne mag netics

and spectrometry. For the last two years, she also has been working with reflection seismic data. Ms D 'Amours is a
member of the Ordre des ingénieurs du Québec.

Mario Justino, Manager — Geology

Mr. Justino received a bachelor degree in geology f rom McGill University in Montreal and a Master’s de gree in
applied geology from Acadia University. Before join ing DIAGNOS, he served as a geologist for different private
companies, governmental agencies and universities. Mr. Justino is a member of the Ordre des géologues du
Québec.
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Management Discussion and Analysis

DIAGNOS inc. (TSX Venture Exchange: ADK) is a Canad ian software corporation that develops knowledge extr action
software and provides data mining and interpretation services. DIAGNOS is emerging as a leader in advan  ced overlay
data, text and image analysis.

You will find more information concerning DIAGNOS by consulting the SEDAR Web site at www.sedar.com _ and our
corporate web site at  www.diagnos.com

Notice to readers

The following discussion dated July 14, 2008, analyse s the financial situation of the Corporation as of Ma rch 31, 2008 and
should be read with the consolidated financial stat ements and accompanying notes, which have been prepa red in
accordance with Canadian generally accepted accounti ng principles. The currency used is the Canadian do llar.

Forward-looking statements

This MD&A contains certain forward-looking statemen ts with respect to the Corporation. These forward- looking
statements, by their nature, necessarily imply risk s and uncertainties that could cause actual results to differ materially
from those contemplated by these forward-looking stat ements. We consider the assumptions on which these forward-
looking statements are based to be reasonable, but ¢ aution the reader that assumptions regarding future events, many
of which are beyond our control, may ultimately prov e to be incorrect since they are subject to risks a nd uncertainties
that affect us. These risks and uncertainties includ e risks associated with market acceptance, competit ive
developments and other factors. Except for ongoing obli gations under securities laws to disclose all materi  al information
to investors, we disclaim any intention or obligati on to update or revise any forward-looking statement s, whether as a

result of new information, future events or otherwis e.

During the fiscal year ended March 31, 2008, DIAGNOS continued earning revenues from its flagship applicat ion CARDS

(Computer Aided Resource Detection Software) in the natural resources sector. During that period, DIAGNO S was able
to double its revenues to $1,863,176 compared to $9 00,126 for the same period in 2007. As of March 31, 2 008, the value
of the work in progress amounts to $898,364. This amo unt is comprised of work to be invoiced and complete d in the
amount of $577,500 and work already invoiced and to be completed in the amount of $320,864 as shown in t he
balance sheet under “deferred revenue”. This amount of $898,364 will most likely be recognized as revenu e during the

first semester of 2009.

Despite a net loss of $398,085 for the current year, only $547 was needed from external financing to finan ce the
operating activities for the year as reflected in th e consolidated statement of cash flows.

The current growth experienced by the natural resour ces market should remain unchanged for the next two years
according to industry analysts. DIAGNOS will contin ue to buy and analyze large data bases of information in the mining
and oil & gas market thus continue working on identi fying new high potential properties.

DIAGNOS continues to invest efforts in sales & market ing to address other vertical markets. The direct r  esult is an

increased awareness of our technologies in vertical markets such as health and finance. DIAGNOS announ ced on June
13, 2008, through a press release, a partnership agre  ement with Queens University in Kingston, Ontario, C  anada, to
develop a new automated test methodology to help inc rease the reliability of a certain type of cancer di agnosis.

There was no change on the Board of Directors during the fiscal year ended March 31, 2008. In June of 200 8, Mr. Tim
Murdoch resigned from the Board and Mr. Pierre-George s Roy replaced him as a new member of the Board.
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Summary of quarterly results

Fiscal Year Fiscal Year
2008 2007
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
Restated*
March 31, Dec. 31, Sept. 30, June 30, March 31, Dec. 31, Sept. 30, June 30,
2008 2007* 2007 2007 2007 2006 2006 2006
$

Revenue 584,342 742,890* 336,711 199,233 200,000 97,500 231,685 246,535
Other income (35,931) 6,388 44,895 15,401 30,550 4,775 48,560 49,193
Net (loss) earnings (233,851) 38,725* 36,744 (239,703) (83,632) (257,9 86) (183,174) (92,341)
(Loss) earnings per share (0.01) 0.01 0.01 (0.01) (0.01) (0.01) (0.01) (0.0 1)
* Restatement : Following the audit of the 2008 annual financial s tatements, the Corporation has decided to restate t he

2008 third quarter results as follows:

Revenue* Investments Deferred revenue Net earnings*

As previously reported 832,890 40,001 - 128,724
Deposit on service contract (50,000) - 50,000 (50 ,000)
Investment in shares of a private Corporation (40,0 00) (39,999) - (39,999)
Restated balance 742,890 2 50,000 38,725
The Corporation has assessed that the impact of the se adjustments did not require filing a restated th ird quarter report

with the regulatory authorities.
Revenue

During the fiscal year ended March 31, 2008, DIAGNOS more than doubled its revenue to $1,863,176 in com parison with
$900,126 for 2007. This increase is mainly attribut able to new customer wins. In 2007, DIAGNOS earned revenue from 14
clients whereas for the current year that number ros e to 27. Moreover, the average revenue per client d uring the year
ended March 31, 2008 has increased by 22% over 2007

During the fourth quarter of 2008, revenue earned from the sales of options on mineral claims was reclassif ied with
revenue earned from data mining services under “Reven ue” on the financial statements. This decision was based on the
fact that this type of sales is now part of the core business activities of DIAGNOS. As a result, this n ew presentation led to
an adjustment of $35,931 in Q4 as shown in the Summ  ary of quarterly results table above under “Other in come”.

Expenses

During the fiscal year 2008, general, sales and admi nistration expenses increased by 45% to $2,016,758 from $1,386,456 in
fiscal year 2007. This increase is mainly due ton ew hires needed to staff new accounts.

Moreover, DIAGNOS increased its sales and marketing efforts to attract new customers and stimulate market awareness
about our services. These efforts translated in an i ncrease of $109,054 or 21% in publicity, trade shows and travel
expenses.

The compensation expense related to the stock optio n plan is $252,231 for the current year compared to $156,428 for
the previous fiscal year.

During the fiscal year, the Corporation accepted pay ment in the form of shares for a receivable of $40,000 from Carina
Energy Inc. Since this company is privately held, a nd the fair value of those shares is not readily dete rminable, the
investment has been recorded at the nominal amount of $1 and a provision for the full amount minus 1$ ha s been
recorded and is reflected in the financial statemen ts. Any gain resulting from the disposition of those shares will be

recorded in the period in which it occurs.

Bad debt expenses for the current fiscal year amoun t to $11,090 compared to $57,161 in 2007.
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Research and development

The Corporation incurred $439,161 in research and d
and recorded tax credit benefits in the amount of $2
$101,246 for the fiscal year ended March 31, 2007. T

During the fiscal year, our team of scientists contin
specific project, preliminary tests performed in Ap
showed promising new applications for our artificia

We anticipate a refund of $70,000 from the Quebec inv

incurred during the fiscal year.
Net loss

During the fiscal year ended March 31, 2008, the Cor
to a net loss of $617,133 ($0.02 per share) for the

The net loss for the fourth quarter of 2008 amounted
of 2007.

Deficit

The Corporation’s accumulated deficit as at March 3
Private placement

During the fiscal year, the Corporation closed a pri
$2,860,369. As part of the private placement process

to purchase one common share at the price of $ 0.85

Working capital

As at March 31, 2008, our working capital was $3,999

$2,673,068 is mainly attributable to the proceeds fr
$2,860,369.

Cash flows
The net negative change in cash in the amount of $24
Operating activities

Investing activities
Financing activities

Deferred revenues

The amount of $320,864 presented under deferred reve
or goods invoiced before the services are rendered o
09.

recognized as revenue during the first semester of 20
Share information

As at March 31, 2008, the outstanding shares are co
Common shares

Convertible securities:

Warrants
Stock options

his increase is mainly due to new hires needed to s
ued its work on R&D projects which were started in

ril 2008 in conjunction with a team of scientists a
| intelligence technology for the health sector.

om the private placement closed during the year for a

evelopment expenses during the fiscal year ended Mar ch 31, 2008
45,344, for a net amount of $193,817 compared to a ne t amount of
taff new accounts.

prior years. On one

t Queens University

estment tax credit program for qualified R&D expendit ures

poration incurred a net loss of $398,085 ($0.01 per  share) compared

fiscal year ended March 31, 2007.

to $233,851 compared to a net loss of $83,632 fort  he fourth quarter

1, 2008 is $9,391,965.

vate placement of 5,000,000 common shares for net pr oceeds of
, the Corporation also issued 2,500,000 warrants en titling the holder
per share. The warrants will expire on August5 t, 2008.

This increase of
net amount of

,301 compared to $1,326,233 as at March 31, 2007.

,135 is explained by:

$
(547)
(2,953,809)
2,930,221
(24,135)

of services
ely be

nue on the consolidated balance sheet is comprised
r the goods are delivered. This amount will most lik

mmon shares and convertible securities:

45,188,350
2,500,000

5,261,019
52,949,369
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Significant accounting policies

a) Revenue recognition

Data mining services generally involve the delivery of services and products. Revenue derived from servic es is
recognized over the period in which the services are rendered when there is no uncertainty regarding co llection.
Revenue derived from products is recognized upon del ivery to the customer. Any unbilled service work is presented
under work in progress in the financial statements. Any amount invoiced before the delivery of services o r goods is
presented under deferred revenue in the financial st atements.

Revenue from the sale of options on mineral explorati on claims is recognized upon transfer of rights to th e
customer. Any amount invoiced which does not meet t he revenue recognition conditions related to this ty pe of

sale is presented under deferred revenue in the fin ancial statements.

Revenue from the sale of mineral claims is recognized when the title of ownership is transferred to the c ustomer.

Any amount invoiced which does not meet the revenue recognition conditions related to this type of sale is
presented under deferred revenue in the financial st atements.

Where the arrangement includes multiple separate el ements, the Corporation evaluates these arrangement s to
determine whether the multiple elements have value to the customer. In these cases, revenue is allocat ed to each
element based on their fair values and recognized wh en the above-noted revenue recognition criteria have been
met.

b)  Stock-based compensation and warrant valuation
The Corporation recognizes the fair value of stock-bas ed compensation and other stock-based payments as

compensation expense determined in accordance with the Black & Scholes valuation model, with a
corresponding accretion to contributed surplus. Upo n exercise of options, the accumulated compensation is
reduced from the contributed surplus and added to sh are capital.

The fair value of warrants issued is valued and accou nted for using the Black & Scholes valuation model wi th a

corresponding adjustment to contributed surplus. Up on exercise of warrants, the value of those warrants is
reduced from the contributed surplus and added to sh are capital.
Outlook
The Corporation’s Artificial Intelligence (Al) engin e is expected to be the driving force behind building new applications.
Our natural resources Al application CARDS (Compute r Aided Resource Detection Software) continues to ga in market
recognition as a value-added solution for the natural resources sector.

Short and middle term objectives will be to:

Increase its revenue derived from CARDS;
Emphasize the royalties revenue based model;

Continue acquiring mineral claims and data from seve ral sources to identify potential high mineral proper ties.
DIAGNOS is pursuing other markets that require Al te  chnology to address and help companies faced with co mplex
knowledge challenges. DIAGNOS hopes to market promi sing applications for the health sector in the near f uture. These
new applications will re-enforce DIAGNOS’ market pen etration and diversify the Corporation’s exposure to any single

market.

Risk analysis

We have identified and are constantly monitoring th e following risks associated with our business:
Markets - adoption of Al technology;
Human resources - hire and retain highly skilled sc ientific resources;

Financial - the Corporation may rely on its Shareho Iders to provide funding, in the event it should expe rience
shortfalls, to sustain continued operations.
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Management’'s Responsibility for Financial Reporting

Management is responsible for the preparation of The Board of Directors is responsible for ensuring that
the consolidated financial statements and other management fulfills its responsibilities for financ ial
financial information relating to the Corporation reporting. The Board of Directors discusses with th e
included in this annual report. The consolidated independent auditors the results of their audit and
financial statements have been prepared in their audit report and approves the issuance to
accordance with Canadian generally accepted Shareholders of the consolidated financial
accounting principles and necessarily include statements. The Audit Committee made up of three
amounts based on estimates and judgments. independent Directors has the responsibility to

review the consolidated financial statements before

Samson Bélair/Deloitte & Touche s.e.n.crl. , .
their approval.

Chartered Accountants, our independent auditors,

are engaged to express a professional opinion on The Board of Directors has approved the
the consolidated financial statements. According to Corporation’s consolidated financial statements.
the auditors’ report, their examination is conducte d

in accordance with Canadian generally accepted
accounting principles and includes tests and other
procedures, which allow the auditors to report
whether the consolidated financial statements
prepared by management are presented fairly in
accordance with Canadian generally accepted
accounting principles.

André Larente
Chairman and Chief Executive Officer
July 14, 2008

Auditors’ Report
to the Shareholders of DIAGNOS inc.

We have audited the consolidated balance sheet In our opinion, these consolidated financial

of DIAGNOS Inc as at March 31, 2008 and the statements present fairly, in all material respects , the
consolidated statement of loss and comprehensive financial position of the Corporation as at March 3 1,
loss, deficit and cash flows for the year then ende d. 2008 and the results of its operations and its cash
These financial statements are the responsibility o f flows for the year then ended in accordance with

the Corporation’s management. Our responsibility is Canadian  generally accepted  accounting

to express an opinion on these financial statements principles.

based on our audit.
The financial statements as at March 31, 2007 and

We conducted our audit in accordance with for the year then ended prior to restatements for
Canadian generally accepted auditing standards. recording warrants as described in note 4 were
Those standards require that we plan and perform audited by other auditors who expressed an opinion

an audit to obtain reasonable assurance whether without reservation on those financial statements i n
the financial statements are free of material their report dated June 13, 2007. We have audited
misstatement. An audit includes examining, on a the restatements in the 2007 financial statements
test basis, evidence supporting the amounts and and in our opinion, such restatements are

disclosures in the financial statements. An audit a SO appropriate, in all material respects and have been
includes assessing the accounting principles used properly applied.
and significant estimates made by management, as
well as evaluating the overall financial statement
presentation. (Signed)
Samson Bélair Deloitte & Touche, s.e.n.c.r.l.
Chartered Accountants
Montreal, Canada, July 14, 2008
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Consolidated Balance Sheet

As at March 31,

As at March 31,

2008 2007
Restated (Note 4)
$ $
ASSETS
Current assets
Cash 315,495 339,630
Temporary investments (Note 5) 3,382,155 618,235
Amounts receivable (Note 6) 933,290 532,104
Prepaid expenses 34,062 16,325
4,665,002 1,506,294
Investments (Note 7) 2 1
Capital assets (Note 8) 112,011 63,459
Intangible assets (Note 9) 94,662 31,916
4,871,677 1,601,670
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (Note 10) 344,837 180,061
Deferred revenue 320,864 -
665,701 180,061
Commitments (Note 13)
SHAREHOLDERS' EQUITY
Share capital (Notes 4 and 11) 11,007,760 8,244,592
Contributed surplus (Notes 4 and 12) 2,590,181 2,170,897
Deficit (9,391,965) (8,993,880)
4,205,976 1,421,609
4,871,677 1,601,670

SEE ACCOMPANYING NOTES TO AUDITED CONSOLIDATED FINABIAL STATEMENTS

Approved on behalf of the Board of Directors

André Larente
Chairman

David Crevier
Secretary
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Consolidated Statement of Loss and Comprehensive Lo SS

For the year

For the year

ended ended
March 31, 2008 March 31, 2007
$ $
Revenue 1,863,176 900,126
Expenses

General, sales and administrative 2,016,758 1,386,456
Research and development,

net of tax credits of $245,344 (2007 - $169,246) 193,817 101,246

Amortization of capital assets 39,430 20,824

Amortization of intangible assets 40,242 11,854

Financial expenses 1,767 5,551

2,292,014 1,525,931

Loss before other income (428,838) (625,805)

Interest income 30,753 8,672

Net loss and comprehensive loss (398,085) (617,133)

Basic and diluted loss per share (0.01) (0.02)

Weighted average number of shares outstanding 40,721,716 36,154,650

SEE ACCOMPANYING NOTES TO AUDITED CONSOLIDATED FINABIAL STATEMENTS
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Consolidated Statement of Deficit

For the year

For the year

ended ended
March 31, 2008 March 31, 2007
$ $
Balance at the beginning of the year (8,993,880) (8,376,747)
Net loss for the year (398,085) (617,133)
Balance at the end of the year (9,391,965) (8,993,880)

SEE ACCOMPANYING NOTES TO AUDITED CONSOLIDATED FINABIAL STATEMENTS
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Consolidated Statement of Cash Flows

For the year

For the year

ended ended
March 31, 2008 March 31, 2007
$ $
Cash flows from operating activities
Net loss for the year (398,085) (617,133)
Items not affecting cash
Amortization of capital assets 39,430 20,824
Amortization of intangible assets 40,242 11,854
Stock-based compensation expense 252,231 156,428
Gain on sale of intangible assets (1,081) (124,406)
Other 1) 1)
(67,264) (552,434)
Net change in non-cash operating working capital item s 66,717 (124,171)
(547) (676,605)
Cash flows from investing activities
Acquisition of temporary investments (3,075,000) (600,000)
Disposal of temporary investments 311,080 400,305
Additions to capital assets (87,982) (27,363)
Additions to intangible assets (104,757) (55,015)
Proceeds from sale of intangible assets 2,850 156,764
(2,953,809) (125,309)
Cash flows from financing activities
Issuance of shares, net of issue expenses 2,930,221 1,088,633
Net change in cash (24,135) 286,719
Cash — Beginning of the year 339,630 52,911
Cash — End of the year 315,495 339,630

SEE ACCOMPANYING NOTES TO AUDITED CONSOLIDATED FINABIAL STATEMENTS
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Notes to Audited Consolidated Financial Statements
March 31, 2008 and 2007

1. Statutes and nature of activities

The shares of the Corporation are listed on the TSX  Venture Exchange. The Corporation designs and devel ops a
suite of data mining software capable of extracting know ledge from historical data. DIAGNOS provides data mi ning
services mainly to the natural resources sector. DI AGNOS also sells mineral exploration claims and opt  ions on mineral
exploration claims.

Going concern

These consolidated financial statements have been p repared on a going concern basis, which presumes the

realization of assets and discharge of liabilities in the normal course of business for the foreseeable futu re. The
Corporation has not realized profit from operations since its inception and there can be no assurance t hat it will
either achieve or maintain profitability in the futu re. The Corporation's ability to continue as a goin g concern is
dependent on achieving and maintaining profitable ope rations. The outcome of these matters cannot be

predicted at this time. These consolidated financi al statements do not include any adjustments and cl assifications
of assets and liabilities, which might be necessary s hould the Corporation be unable to continue its ope rations. Such

adjustments could be material.

2. Change in accounting policies

On April 1, 2007, the Corporation implemented the f ollowing new CICA Handbook Sections: 1530, "Comprehe nsive
Income”, 3251, "Equity”, 3855, "Financial Instrumen ts - Recognition and Measurement", 3861, "Financial Instruments -
Disclosure and Presentation", and 3865, "Hedges".

Section 1530, "Comprehensive Income", introduces a new financial statement that shows the change in eq uity of an
enterprise from transactions, other events and circu mstances from non-owner sources.

Section 3251, "Equity”, replaced Section 3250, "Sur plus". It describes standards for the presentation o  f equity and
changes in equity for a reporting period as a result of the application of Section 1530 "Comprehensive | ncome".

Section 3855, "Financial Instruments - Recognition a nd Measurement", establishes guidance for recognizin g and

measuring financial instruments in the balance sheet and for reporting gains and losses in the financial statements.
Financial assets and liabilities are initially reco  gnized at their fair value and are subsequently mea sured at fair value

in the consolidated balance sheet, except amounts r eceivable and accounts payable and accrued liabilit ies,
which are carried at amortized cost under the effect ive interest rate method. Realized and unrealized g ains and
losses on trading financial assets and liabilittes a re recognized in the consolidated statement of loss a nd
comprehensive loss in the period in which they aris e. Unrealized gains and losses, including changes in foreign
exchange rates on available-for-sale financial asset s, are recognized in other comprehensive income unti | their

realization, after which these amounts are recognize d in the consolidated statement of loss.

The Corporation's financial assets and liabilities  are classified and measured as follows:

Assets/Liabilities Category Subsequent measure  ment
Cash Held for trading Fair value

Temporary investments Held for trading Fairval ue

Amounts receivable Loans and receivables Amort ized cost
Investments Available for sale Fair value

Accounts payable and accrued liabilities Other fin ancial liabilities Amortized cost

Section 3861, "Financial Instruments - Disclosure a nd Presentation”, which replaces Section 3860, of th e same title,
establishes standards for the presentation of financi al instruments and non-financial derivatives and id entifies the
information that should be disclosed.

Section 3865, "Hedges", addresses the accounting trea tment of qualifying hedging relationships and the neces sary
disclosures and also requires all derivatives in he dging relationships to be recorded at fair value. Cur rently the
Corporation does not hold any derivatives.

The adoption of these new accounting policies did not have an impact on the consolidated financial state ments.

Page | 17



Recent pronouncements

Capital disclosures

In December 2006, the CICA published Section 1535, "Capital Disclosures". This new standard establishe s
requirements concerning capital such as: qualitative information about an entity's objectives, policies and
processes for managing capital; quantitative data abo ut what it regards as capital; whether it has compli ed with
any externally imposed capital requirements and, if not, the consequences of such noncompliance. This S ection will
be effective for the Corporation as of April 1, 2008. The Corporation is currently assessing the future imp  act of these
new standards on its consolidated financial stateme nts.

Financial instruments

In December 2006, the CICA published Section 3862, "Financial Instruments - Disclosures”, and Section 3863,
"Financial Instruments - Presentation". These new standards replace Sectio  n 3861, "Financial Instruments - Disclosure
and Presentation”, revising and enhancing its disclos ure requirements and carrying forward unchanged its
presentation requirements. This Section will be effe  ctive for the Corporation as of April 1, 2008. The C  orporation is
currently assessing the future impact of these news  tandards on its consolidated financial statements.

International Financial Reporting Standards (IFRS)

The Accounting Standards Board of Canada has announc ed that accounting standards in Canada, as used by
public companies will be converged to IFRS. The chan geover date from current Canadian GAAP to IFRS, for t he
Corporation, is for the fiscal year beginning on Apri | 1, 2011. The Corporation will convert to these ne  w standards
according to the timetable set with these new rules. The Corporation is currently assessing the future i mpact of these
new standards on its consolidated financial stateme nts.

Summary of significant accounting policies

The consolidated financial statements have been pre pared in accordance with Canadian generally accepted
accounting principles and reflect the following signifi cant accounting policies:

a) Use of estimates

The preparation of consolidated financial statements requires management to make estimates that affect t he
amounts of assets and liabilities reported in the co nsolidated financial statements. Those estimates a  Iso affect
the disclosure of contingencies at the date of the co nsolidated financial statements and the reported am ounts
of revenues and expenses during the period. Management makes estimates related to accounting for
refundable income tax credits, useful lives of assets, stock based compensation, fair value determinations and
disclosures and certain accrued liabilities. Actual results could differ from those estimates.

b) Consolidation
These consolidated financial statements include the accounts of the Corporation and those of its wholly-
owned subsidiary, DMS & Technologies Inc.

c) Revenue recognition

Data mining services generally involve the delivery of services and products. Revenue derived from servi ces is
recognized over the period in which the services are rendered when there is no uncertainty regarding
collection. Revenue derived from products is recogni zed upon delivery to the customer. Any unbilled wor k is

presented under work in progress. Any amount invoice d before the delivery of services or goods is present ed
under deferred revenue.

Revenue from the sale of options on mineral explorati on claims is recognized upon transfer of rights tot he
customer. Any amount invoiced which does not meet t he revenue recognition conditions related to this t ype of
sale is presented under deferred revenue.

Revenue from the sale of mineral claims is recognized when the title of ownership is transferred to the ¢ ustomer.
Any amount invoiced which does not meet the revenue recognition conditions related to this type of sale is
presented under deferred revenue.

Where the arrangement includes multiple separate ele ments, the Corporation evaluates these arrangements
to determine whether the multiple elements have val ue to the customer. In these cases, revenue is allo  cated to
each element based on their fair values and recogni zed when the above-noted revenue recognition criteri a

have been met.
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d)

e)

f)

9)

h)

K)

Foreign currency translation

The accounts are translated into the functional curr ency using the temporal method. Under this method,
monetary assets and liabilities are translated at t he exchange rates in effect at the balance sheet dat e. Non-
monetary assets and liabilities are translated at h istorical rates. Revenue and expenses are translat ed at the
average rate for the period. Income and losses resul ting from translation are reflected in the statement of
income.

Investment tax credits

The Corporation records investment tax credits when it believes it has complied with the eligibility r ~ equirements
as set out in the income tax legislation of Canada a nd its provinces and collection is reasonably assur  ed.
Investment tax credits are recorded in reduction of research & development expenses in the statement of loss

and comprehensive loss.

Capital assets and amortization
Capital assets are recorded at cost less accumulate d amortization and related tax credits. Amortizati on is
calculated on their useful life using the straight- line method.

Annual rates

Office furniture and equipment 20%
Computer equipment 50%
Leasehold improvements Lesser of the lease term and the useful life

Intangible assets and amortization

i) The mining assets, consisting of mining claims, are am  ortized using the straight-line method over the usef ul
life of two years.

ii)  Software is amortized using the straight-line method over the estimated useful life of two years.

Impairment of long-lived assets

Long-lived assets, including capital assets and inta ngible assets subject to amortization, are reviewed for
impairment whenever events or changes in circumstan ces indicate that the carrying amount of an asset may

not be recoverable. If the carrying amount exceeds it s undiscounted estimated future cash flows, an
impairment charge representing the difference betwee n the fair value and the carrying amount of the asset is

then recognized.

Assets to be disposed of are presented separately in the notes and presented at the lower of the carryin g
amount or fair value less selling costs and are nolo  nger amortized.

Income taxes

The Corporation provides for income taxes using the liability method of tax allocation. Under this met hod,
future income tax assets and liabilities are determi ned based on deductible or taxable temporary differen ces
between financial statement values and tax values o f assets and liabilities using enacted income tax rat es
expected to be in effect for the year in which the di fferences are expected to reverse.

The Corporation establishes a valuation allowance a gainst future income tax assets if, based on available
information, it is more likely than not that some or all the future income tax assets will not be realiz  ed.

Research and development expenses

All expenses related to development activities, whi ch do not meet generally accepted criteria for deferr al, and
research expenses are expensed as incurred. Develo pment expenses, which meet generally accepted criter ia
for deferral, are capitalized and amortized against i ncome over the estimated period of benefit.

Loss per share

The loss per share is determined using the weighted average number of common shares outstanding during t he
year.
The fully diluted loss per share, which is calculat  ed according to the treasury stock method, is equal to the basic

loss per share due to the anti-dilution effect of th e stock option plan.

Share and warrants issue costs
Share and warrants issue costs have been applied aga inst the proceeds from the issuance of share capital.
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4.

m) Stock-based compensation plan

The Corporation maintains a stock-option plan, whic h is described in note 11. Any consideration from pl an
participants upon the exercise of stock options is credited to share capital. Upon exercise of options , the
accumulated compensation is reduced from the contrib uted surplus and added to share capital

Stock-based compensation is recorded as a charge to income, using the fair-value obtained by applying t he
Black & Scholes valuation model, with a correspondi ng credit to contributed surplus. The compensation

expense is recognized over the vesting period.

Restatements to opening balances

The Corporation has determined that the warrants is sued from 2000 to 2006 as part of private placements were not
presented properly in the shareholders’ equity sect ion of the balance sheet for those years. The full am ount received
from the private placements was credited to share ca pital whereas a portion representing the value of the issued
and unexercised warrants should have been credited to contributed surplus and debited from share capita .

Consequently, as at April 1, 2006, the share capita | has been decreased by $1,800,000 and the contribu ted surplus
has been increased by the same amount.

These adjustments did not have an impact on the con solidated statement of loss and comprehensive loss a nd the
consolidated statement of cash flows.

Temporary investments

Temporary investments consist of guaranteed investmen t certificates with interest rates ranging from 2.9% to 4.5%
(2007 — 2.85% & 2.90%) and maturing from November 28, 2008 to February 14, 2009 (2007 - October 22, 2007 &
November 30, 2007)

Amounts receivable

As at As at
March 31, March 31,
2008 2007
$ $

Customers 820,776 530,371
Investment tax credits 70,000 -
Advances without repayment terms and interest 40,130 -
Other 2,384 1,733

933,290 532,104
Investments
80,000 common shares — Carina Energy Inc. 1
4,472 common shares — Société Miniére Ste-Geneviéve  -Haiti, S.A. 1 1

2 1

The Corporation, under certain specific conditions, accepts payment in the form of securities from client s for
services rendered or product delivered in order to benefit from the potential increase in share value. During the
year, the Corporation accepted payment in the form of shares for a receivable of $40,000 from Carina Energ vy Inc.
In 2007, the Corporation accepted payment of the out standing amount of $50,820 owed by Ste. Genevieve Ha iti
S.A., in the form of shares of that company. Since th ese companies are privately held and the fair value of those
shares is not readily determinable, these investmen ts have been recorded at the nominal amount of $1 an da
provision for the full amount of the receivable has be en recorded and is reflected in these financial sta tements. Any
gain resulting from the disposition of those shares wil | be recorded in the period in which it occurs.
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8. Capital assets

Office furniture and equipment
Computer equipment
Leasehold improvements

Office furniture and equipment
Computer equipment
Leasehold improvements

Intangible assets

Mining assets
Software

Mining assets
Software

As at
March 31,
2008
$
Accumulated Net
Cost amortization value
$ $ $
80,827 37,032 43,795
244,204 183,904 60,300
10,803 2,887 7,916
335,834 223,823 112,011
As at
March 31,
2007
$
Accumulated Net
Cost amortization value
$ $ $
71,875 36,617 35,258
179,068 155,682 23,386
6,243 1,428 4,815
257,186 193,727 63,459
As at
March 31,
2008
$
Accumulated Net
Cost amortization value
$ $ $
111,202 34,577 76,625
58,423 40,386 18,037
169,625 74,963 94,662
As at
March 31,
2007
$
Accumulated Net
Cost amortization value
$ $ $
34,666 7,464 27,202
37,516 32,802 4,714
72,182 40,266 31,916

Intangibles assets of $104,757 (2007-$55,015) were a cquired during the year.
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10.

11.

Accounts payable and accrued liabilities

As at As at
March 31, March 31,
2008 2007
$ $
Accounts payable and accrued liabilities 210,754 71,284
Salaries and benefits 134,083 108,777
344,837 180,061
Share capital
Authorized
Unlimited nhumber of common shares, without par v alue,
voting and participating
Subscribed and issued: 45,188,350 shares (2007 - 3 9,928,185 shares) 11,007,760 8,244,592
During the year, the issued share capital varied as follows:
As at March 31, 2008 As at March 31, 2007
Restated (Note 4)
Number $ Number $
Balance at beginning of year, as previously reporte d 39,928,185 10,044,592 33,693,019 8,955,959
Restatement as described in note 4 - (1,800,000) - (1,800,000)
Restated balance at beginning of year 39,928,185 8,244,592 33,693,019 7,155,959
Private placements net of issue expenses of $129,01 9 5,000,000 2,642,981 - -
Exercise of warrants - - 6,235,166 1,088,633
Exercise of options 260,165 120,187 - -
Balance at end of year 45,188,350 11,007,760 39,928,185 8,244,592
Stock option plan
The Corporation maintains a stock option plan for i ts directors, key employees and consultants by virt ue of which
they can acquire common shares. The conditions of e xercise are determined by the Board of Directors foll owing
the rules of the TSX Venture Exchange. The options are granted at a price equal to the share price at t he close of

the stock market the day preceding the date of grant

The stock option plan provides that the maximum num

ber of common shares, which may be reserved for issua nce

to any one participant pursuant to share options, m ay not exceed 5% of the common shares outstanding. The
maximum number of common shares that may be reserved for issuance to insiders of the Corporation is limi  ted to
20% of the common shares outstanding on the grant dat e. The maximum number of options, which the Corpora tion
is authorized to issue as at March 31, 2008, is 6,0 00,000.
The following table presents the changes, which have occurred during the fiscal year with regard to the st ock
option plan and summarizes information relating to t he stock options outstanding at March 31, 2008 and 2 007.
As at March 31, 2008 As at March 31, 2007
Weighted Weighted
Stock average Stock average
options exercise price options exercise price
$ $
Outstanding at beginning of year 4,487,184 0.28 3,423,949 0.29
Granted 1,034,000 0.39 2,280,000 0.25
Forfeited - - (1,216,765) 0.27
Exercised (260,165) 0.27 - -
Outstanding at end of year 5,261,019 0.30 4,487,18 4 0.28
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Under the Corporation’s stock option plan, 1,034,00 0 options were granted during the year ended March 31 , 2008
with an exercise price between $0.26 and $0.47.

The compensation expense that has been charged agains t income is $252,231 (2007 — $156,428) for the curre nt
year, and the counterpart has been credited to cont ributed surplus in the Shareholders' equity. An am  ount of
$50,336 (2007 — nil), representing accumulated compe nsation at the moment of exercise of options, has be en
debited from contributed surplus and credited to sha re capital.

The outstanding options can be exercised from Novembe r 4, 2008 to November 26, 2012. Grants of options m  ade
prior to June 3, 2004 were subject to exercise peri  ods ranging between one and half years and five year s from the
date of grant. For options granted subsequent to June 3, 2004, they vest at 33.33% per year, commencing with the

first anniversary of the grant.

The following table summarizes information on stock o ptions outstanding at March 31, 2008 and 2007.

Options outstanding Options exercisable
at March 31, 2008 at March 31, 2008
Weighted Weighted average
Exercise Number average remaining Number exercise
price of options contractual life of options price
$ outstanding (in years) exercisable $
0.20-10.28 3,831,335 1.33-3.92 1,616,000 020 -0.28
0.30 120,000 1.84 120,000 0.30
0.40 677,684 1.18 677,684 0.40
0.47 632,000 4.66 - 0.47
5,261,019 2,413,684
Options outstanding Options exercisable
at March 31, 2007 at March 31, 2007
Weighted Weighted average
Exercise Number average remaining Number exercise
price of options contractual life of options price
$ outstanding (in years) exercisable $
0.13&0.18 15,000 154 &1.88 15,000 0.13& 0.18
0.20-0.28 3,624,500 245 -4.92 605,500 0.20-0.28
0.30 120,000 1.84 80,000 0.30
0.40 727,684 2.18 485,123 0.40
4,487,184 1,185,623

The fair value of each stock option grant is estimated at $0.29 for the year ended March 31, 2008 (2007 —  $0.17) and
is calculated using the Black & Sholes option pricin g model with the following weighted average assumption s used
for grants during the year.

Expected life 5 years (2007 — 5 years) Risk-free inte rest rate 4.32% (2007 — 4.04%)

Dividend yield 0% (2007 — 0%) Volatility 116.1% (20 07 — 84.5%)

Stock warrants

a) In October 2005, as part of a private placement proc ess, the Corporation issued 2,000,000 warrants enti  tling the
holder to purchase one common share at the price of $ 0.35 per share. These warrants expired on Octob  er 4,

2007 (see Note 4).

b) In 2008, as part of a private placement process, th e Corporation issued 2,500,000 warrants entiting t  he holder
to purchase one common share at the price of $ 0.85 per share. The warrants will expire on August5 t, 2008. An
amount of $217,389, net of issue expenses of $10,611  representing the value of those warrants as of the i ssue
date has been credited to contributed surplus.
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12.

13.

14.

The fair value of these warrants is estimated using th
weighted average assumptions used on their grant date

Risk-free interest rate
Volatility

Expected life 6 months
Dividend yield 0%

Contributed surplus

Balance at beginning of year, as previously reported
Restatement as described in note 4

Restated balance at beginning of year

Stock-based compensation

Issuance of warrants, net of issue expenses of $10,6 11

Balance at end of year

Commitments

Under the terms of operating lease agreements for its o
payments of $166,000, allocated as follows for the t wo years to come:

2009 $105,000
2010 $ 61,000

Financial instruments

a) Fairvalue
Cash, amounts receivable, accounts payable and accr
approximates their carrying value due to their shor t-term maturity.
b)  Credit risk
The Corporation provides credit to its customers in
continuing basis, credit checks on its customers and
receivable from three customers represent 70% of the
(2007 — three customers for 82%).

Temporary investments, which potentially subject th
high-credit quality financial institutions.

Consequently, management considers the concentration
investments to be minimal.

c) Interest rate risk
As at March 31, 2008, the Corporation's exposure to

Temporary investments - Fixed interest rate
Amounts receivable - Non-interest
Accounts payable and accrued liabilities - Non-inte rest

e Black & Sholes option pricing model with

the follow ing
4.32%
116.1%
As at As at
March 31, March 31,
2008 2007
Restated
$ $
370,897 214,469
1,800,000 1,800,000
2,170,897 2,014,469
201,895 156,428
217,389 -
2,590,181 2,170,897

perating facilities, the Corporation is committed to

ued liabilities are financial instruments whose fai

the normal course of its operations. It carries ou
maintains provisions for contingent credit losses.
Corporation's amounts receivable as at March 31, 20 08

e Corporation to concentrations of credit risks, are

interest rate risk is summarized as follows:

make

r value

t, on a
Amounts

held with

of risk related to amounts receivable and temporary
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15.

Income taxes

lated using the federal and provincial statutory inco
statements is as follows:

The reconciliation of the income tax provision calcu
to the provision for income taxes per the financial

me tax rates

As at As at
March 31, March 31,
2008 2007
$ $
Net loss for the year (398,085) (617,133)
Income taxes recoverable at statutory tax rates of 3 1.74% (2007 — 32.02%) 126,352 197,606
Valuation allowance (126,352) (197,606)
Significant components of the Corporation's future in come tax assets are as follows:
Future income tax assets
Operating losses carried forward 1,397,673 2,602,021
Share issue expenses 35,452 8,563
SR&ED expenditures 459,090 72,493
Capital assets and intangible assets 148,491 184,904
2,040,706 2,867,981
Valuation allowance (2,040,706) 2,867,981
The non-capital losses (Federal amounts shown herea fter), continuable and available, will expire as fol lows:

2009 2,869,533 2015 735,735

2010 583,523 2026 9,342

2014 246,255 2027 177,589
Total 4,621,977

Share issue expenses will expire as follows:

2009 32,389 2011 27,926

2010 32,389 2012 27,926
Total 120,630

Investment tax credits (Federal amounts shown herea fter) will expire as follows:

2013 34,386 2015 161,868 2017 87,193
2014 25,481 2016 86,448 2028 50,000
Total 445,376
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17.

Segment information

The Corporation operates only one reportable segmen
presented below on the basis of the country of the de
Canada.

The following table presents revenue by geographical

Canada
United States of America
Other

Other information:

Three customers accounted for 20, 18 and 11%, respec
one customer for 45% of revenue)

Comparative data

Certain 2007 amounts have been reclassified in orde

t: data mining services. Revenue by geographic areas is
livery and all capital and intangible assets are lo cated in

As at As at
sector: March 31, March 31,
2008 2007
$ $

1,740,107 900,126
117,657 -
5,412 -
1,863,176 900,126

tively, of revenue for the year ended March 31, 2008 (2007 —

r to conform to the presentation adopted in 2008.
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