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Message to Shareholders 
 
 
 
Dear Shareholders: 
 
DIAGNOS completed the third quarter 
ended December 31, 2007 reporting record 
revenue of $839,278 and profit of $128,724 
representing the second profitable quarter in 
a row.  Our CARDS consulting services 
amounted to $552,500 and our geology 
consulting services grew to $269,927 from 
$127,313 for the last quarter. 
 
The Corporation had its busiest quarter to 
date and focused its time in marketing to 
new mining customers.  DIAGNOS added six 
new customers to its data mining services 
list during the third quarter.  Our highlight 
was the signature of US Gold, a company 
headed by Robert McEwen. 
 
DIAGNOS’ 20-person multidisciplinary team 
includes professionals in geophysics, 
geology, artificial intelligence, mathematics, 
as well as, remote sensing and image 
interpretation. DIAGNOS’ scientific team is 
complemented by an experienced 
administrative, marketing, and sales staff to 
support the Corporation’s expanding client 
base. 
 
 
 
 

In addition to data mining and target 
generation, DIAGNOS acquires and sells 
mineral properties and offers project 
management consulting services. This 
horizontal integration makes DIAGNOS, the 
leader in its sector of industry. 
 
DIAGNOS’ strategy for the natural resources 
market and its short-term goal are to rapidly 
expand on the international scene. 
 
The Corporation has initiated marketing 
efforts in the US and several promising 
countries during the quarter and 
management is confident that it will 
continue to sign new customers on a 
global basis. 
 
The Corporation has been working with 
several large companies to use DIAGNOS’ 
technology in addressing prediction 
requirements in the healthcare, security, 
and entertainment industries. The artificial 
intelligence technology developed by 
DIAGNOS is well suited to address 
problems in these vertical markets. 
 
It is my pleasure to submit this report of the 
third quarter for fiscal year 2008. 

 
André Larente 
President and Chief Executive Officer 
 
February 28, 2008 
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DIAGNOS inc. (TSX Venture Exchange: ADK) is a Canadian software corporation that develops knowledge-
extraction software and provides data mining services.  DIAGNOS is realizing for its clients new dimensions in 
analyzing data, text and images simultaneously in a commercial environment. 
 

You will find more information concerning DIAGNOS inc. by consulting SEDAR Web site at www.sedar.com. 
 

Notice to readers 
 

The following discussion, effective as of February 28, 2008, analyses the financial situation of the Corporation as of 
December 31, 2007 and should be read with the interim consolidated financial statements and accompanying 
notes, which have been prepared in accordance with Canadian generally accepted accounting principles.  The 
currency used is the Canadian dollar. 
 

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

Forward-looking statements 
 

This MD&A contains certain forward-looking statements with respect to the Corporation.  These forward-looking 
statements, by their nature, necessarily involve risks and uncertainties that could cause actual results to differ 
materially from those contemplated by these forward-looking statements. We consider the assumptions on which 
these forward-looking statements are based to be reasonable, but caution the reader that these assumptions 
regarding future events, many of which are beyond our control, may ultimately prove to be incorrect as they are 
subject to risks and uncertainties that affect us.  These risks and uncertainties include risks associated with market 
acceptance, competitive developments and other factors. Except for ongoing obligations under securities laws to 
disclose all material information to investors, we disclaim any intention or obligation to update or revise any 
forward-looking statements, whether as a result of new information, future events or otherwise. 
 

Summary of quarterly results 
 

Fiscal Year 
2008 

Fiscal Year 
2007 

Fiscal Year 
2006 

Q3 Q2 Q1 Q4 Q3 Q2 Q1 Q4 
Dec. 31, 

2007 
Sept. 30, 

2007 
June 30, 

2007 
March 31, 

2007 
Dec. 31, 

2006 
Sept. 30, 

2006 
June 30, 

2006 
March 31, 

2006 
 $ $  $ $ $ $ $ 

Revenue 832,890  336,711  199,233  200,000  97,500  231,685  246,535  266,019  
Other income 6,388  44,895  15,401  30,550  4,775  48,560  49,193  8,373  
Net earnings (loss) 128,724  36,744  (239,703) (83,632) (257,986) (183,174) (92,341) (62,906) 
Earnings (loss) per share 0.01  0.01  (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) 

 

Financial highlights 
 

 Fiscal Year 
2007 

Fiscal Year 
2006 

Fiscal Year 
2005 

 $ $ $ 
Revenue 
Other income 
Income taxes 
Net loss 
Loss per share 
Total assets 
Total long-term liabilities 

775,720  
133,078  

-  
(617,133) 

(0.02) 
1,601,670  

180,061  

709,187  
8,373  

-  
(581,864) 

(0.02) 
964,273  
170,592  

111,746  
-  
-  

(1,746,088) 
(0.07) 

376,770  
215,159  

 

Revenue 
 

During the third quarter of 2008, DIAGNOS registered revenue of $832,890 and $6,388 in other income for a total 
of $839,278, an increase of 721% over the third quarter of 2007, where we registered $97,500 in revenue and 
$4,775 in other income for a total of $102,275.  The other income consists of $6,388 in interest income.  The 
increase is due to the fact that we signed new contracts. 
 

Expenses 
 

The Corporation increased its general, sales and administration expenses by $257,988 during the quarter ended 
December 31, 2007, an increase of 89% over the same quarter of the last fiscal year.  The main contributions to 
this increase are:  consulting services and increases in headcount.  During the quarter, the Corporation has 
expanded its business development team by adding one new senior business developer and also added two 
additional members to its natural resources team. 
 

Research and development 
 

The Corporation has incurred $149,055 in research and development costs during the quarter ended December 31, 
2007, an increase of $91,643 compared to the quarter ended December 31, 2006.  This increase is mainly due to 
the fact that research projects related to specific solutions required data acquisition, work field expenses and 
additional developments in our vertical markets covering healthcare and entertainment. 
 
 



DIAGNOS inc. 

  Page 5 

Net earnings (loss) 
 

During the quarter ended December 31, 2007, the Corporation posted net earnings of $128,724, $0.01 per share, 
compared to a net loss of $257,286 ($0.01 per share) for the period ended December 31, 2006.  This favorable 
variance compared to the quarter ended December 31, 2006 is mainly explained by the increase in revenue 
experienced during the quarter. 
 

Financing activities 
 

During the quarter ended December 31, 2007, no warrants were exercised. 
 

Working capital 
 

As at December 31, 2007, our working capital was $1,334,200 compared to $1,326,233 at March 31, 2007.  
DIAGNOS anticipates financing its activities in the future from revenue, which will cover a portion of the expenses 
incurred and cash on hand.  If for any reason DIAGNOS should require additional cash to pay expenses, the 
Corporation may have to raise additional cash from private placements. 
 

Share information 
 

As at December 31, 2007, the outstanding shares are common shares and convertible securities: 
 

Common shares 40,021,685 
Convertible securities:  

Warrants 0 
Options on shares 5,417,684 

Total 45,439,369 
 

The Corporation closed a private placement, on February 6, 2008, consisting of 5,000,000 units issued at $0.60 per 
unit, for gross proceeds of $3,000,000.  Each unit comprises one common share and one-half of a common share 
purchase warrant (each full warrant, a "Warrant"). Each Warrant will entitle its holder to acquire one common 
share at a price of $0.85 at any time during the 6 months following the closing date. The issued securities are 
subject to a 4-month hold period and other requirements set by the TSX Venture Exchange. 
 

Significant accounting policies 
 

Gains on the sale of options to mineral exploration claims are recognized net of the remaining unamortized cost of 
the related mining asset, included in intangible assets, and net of any unrecoverable costs from the optionee, 
required to be incurred by the Corporation in order to retain valid title to those mineral exploration claims during 
the period of the option. 
 

Revenue from data mining services and software is recognized upon delivery in accordance with the contractual 
conditions in effect with customers. 
 

The Corporation recognizes stock-based 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. 
 

Disclosure controls and procedures 
 

The President and Chief Executive Officer of the Corporation has evaluated the effectiveness of the Corporation’s 
disclosure controls and procedures as of the end of the quarter ended December 31, 2007 and has concluded that 
such disclosure controls and procedures are adequate and effective. There has been no change in the Corporation’s 
internal control over financial reporting that occurred during the Corporation’s most recent interim period that has 
materially affected, or is reasonably likely to materially affect, the Corporation’s internal control over financial 
reporting. 
 

Outlook 
 

The Corporation’s Artificial Intelligence (AI) engine is expected to be the driving force behind building applications 
for new vertical markets.  Our natural resource application CARDS (Computer Aided Resource Detection Software) 
is continuing to gain market share.  The Corporation is focused on delivering solutions for the natural resource 
market and also on building a royalty based business.  This will be accomplished by the acquisition of claims and 
participating with existing clients in new projects.  Secondly, the Corporation acquired data from several sources 
including the Quebec, Ontario and Dominican Republic governments which it expects to use in the identification of 
potential claims for purchase. 
 

Finally, the Corporation is pursuing other markets that require AI technology to resolve complex problems within 
different industries.  DIAGNOS has been approached by other AI companies from Spain and other countries to 
create partnerships covering North America.  The Corporation is working with a group of radiologists based in the 
Province of Quebec to continue the original work done by DIAGNOS in the medical field.  DIAGNOS has also 
developed a retinopathy screening application.  All these new applications are expected to re-enforce DIAGNOS’ 
market penetration and diversify the Corporation’s exposure to any one market, should there be economic 
downturns. 
 

Risk analysis 
 

Several business risks exist such as the market adoption of AI technology, the Corporation’s ability to hire and 
retain top scientific resources and our ability to convince customers in these new vertical markets of the benefit of 
our technology and its results.  The Corporation also relies on its Shareholders to provide funding, in the event it 
should experience shortfalls, to sustain continued operations. 
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Interim Consolidated Balance Sheets 
 
 

 As at 
December 31, 

2007 

 As at 
March 31, 

2007 
 (Unaudited)  (Audited) 
 $  $ 

ASSETS    
    
Current assets 
 Cash and cash equivalents 
 Temporary investments (Note 4) 
 Amounts receivable (Note 5) 
 Prepaid expenses (Note 6) 

 
346,971  
365,233  
863,137  

8,002  

  
339,630  
618,235  
532,104  
16,325  

  
1,583,343  

  
1,506,294  

    
Investments (Note 7) 40,001   1  
    
Capital assets (Note 8) 71,172   63,459  
    
Intangible assets (Note 9) 56,772   31,916  
  

1,751,288  
  

1,601,670  
    
LIABILITIES    
    
Current liabilities 
 Accounts payable and accrued liabilities (Note 10) 

 
249,143  

  
180,061  

    
SHAREHOLDERS’ EQUITY    
    
Share capital (Note 11) 10,064,672   10,044,592  
    
Contributed surplus (Note 12) 505,588   370,897  
    
Deficit (9,068,115)  (8,993,880) 
  

1,502,145  
  

1,421,609  
  

1,751,288  
  

1,601,670  
 
SEE ACCOMPANYING NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS. 
 
Approved on behalf of the Board of Directors 
 
 
 
 

 
André Larente 
Chairman 
 
 
 
 
 
Me David Crevier 
Secretary 



DIAGNOS inc. 

  Page 7 

Interim Consolidated Statements of Income 
 
 

 For the quarters 
ended December 31, 

 For the nine-month periods 
ended December 31, 

 2007  2006  2007  2006 
 (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) 
 $  $  $  $ 

        
Revenue 832,890   97,500   1,362,834   524,900  
        
Expenses        
        
General, sales and administrative 
Research and development, net of tax credits 
Amortization of capital assets 
Amortization of intangible assets 
Financial charges 

547,239  
149,055  

7,474  
6,060  

726  

 289,251  
57,412  
9,361  
3,926  

311  

 1,273,975  
191,774  
21,232  
15,550  
1,222  

 916,952  
208,094  
21,894  
8,534  
5,455  

  
710,554  

  
360,261  

  
1,503,753  

  
1,160,929  

        
Earnings (loss) for the period 122,336   (262,761)  (140,919)  (636,029) 
        
Other income        
Gains on the sale of options to mineral 
exploration claims 

 
-  

  
4,520  

  
53,620  

  
99,926  

Interest 6,388   255   13,064   2,602  
        
 6,388   4,775   66,684   102,528  
        
Net earnings (loss) for the period 128,724   (257,986)  (74,235)  (533,501) 
        
Basic and diluted earnings (loss) per share 0.01   (0.01)  (0.01)  (0.01) 
        
Weighted average number of shares 
outstanding 

 
39,968,120  

  
36,955,397  

  
39,941,545  

  
34,907,033  

 
SEE ACCOMPANYING NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS.
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Interim Consolidated Statements of Deficit 
 
 

 For the quarters 
ended December 31, 

 For the nine-month periods 
ended December 31, 

 2007  2006  2007  2006 
 (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) 
 $  $  $  $ 

        
Balance at the beginning of the 
period 

 
(9,196,839) 

  
(8,652,262) 

  
(8,993,880) 

  
(8,376,747) 

        

Add:        
        

Net earnings (loss) for the period 128,724   (257,986)  (74,235)  (533,501) 
        
Balance at the end of the period (9,068,115)  (8,910,248)  (9,068,115)  (8,910,248) 
 
SEE ACCOMPANYING NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS.
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Interim Consolidated Statements of Cash Flows 
 
 

 For the quarters 
ended December 31, 

 For the nine-month periods 
ended December 31, 

 2007  2006  2007  2006 
 (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) 
 $  $  $  $ 

        
Cash flows from operating activities        
Net earnings (loss) for the period 128,724   (257,986)  (74,235)  (533,501) 
 
Items not affecting cash and cash equivalents 
 Amortization of capital assets 
 Amortization of intangible assets 
 Stock-based compensation expense 
 Gain on sale of intangible assets 

 
 

7,474  
6,060  

52,457  
-  

  
 

9,361  
3,926  

41,008  
(4,520) 

  
 

21,232  
15,550  

134,691  
(53,620) 

  
 

21,894  
8,534  

111,574  
(99,926) 

  
65,991  

  
49,775  

  
117,853  

  
42,076  

  
194,715  

  
(208,211) 

  
43,618  

  
(491,425) 

Net change in non-cash operating working 
capital items 

 
84,865  

  
(527,414) 

  
(626) 

  
(416,139) 

        
 279,580   (735,625)  42,992   (907,564) 
        
Cash flows from investing activities        
Additions to investments 
Additions to capital assets 

-  
(21,991) 

 -  
(7,960) 

 (40,000) 
(28,945) 

 -  
(13,284) 

Additions to intangible assets (22,700)  (17,506)  (62,586)  (46,256) 
Proceeds from sale of intangible assets 400   5,576   75,800   125,949  
        
 (44,291)  (19,890)  (55,731)  66,409  
        
Cash flows from financing activities        
Issuance of shares, net of share issue expenses 
Subscription of capital stock 

20,080  
-  

 918,700  
-  

 20,080  
-  

 1,088,633  
-  

  
20,080  

  
918,700  

  
20,080  

  
1,088,633  

        
Net change in cash and cash equivalents 255,369   163,185   7,341   247,478  
        
Cash and cash equivalents – Beginning of 
the period 

 
91,602  

  
137,204  

  
339,630  

  
52,911  

        
Cash and cash equivalents – End of the 
period 

 
346,971  

  
300,389  

  
346,971  

  
300,389  

 
SEE ACCOMPANYING NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS.
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1. Statutes and nature of activities 

The shares of the Corporation are listed on the TSX Venture Exchange.  DIAGNOS inc. develops data mining 
software and provides data mining services.  The Corporation designed and developed MCubiX, a data mining 
software suite capable of extracting knowledge from historical data - in the form of images, text or traditional 
databases - and making predictions that improve business processes and decision making ability.  CARDS 
(Computer Aided Resource Detection Software), the first vertical application, is dedicated to the natural 
resources market and can be applied to several areas of prospecting for mineral including diamond, gold, zinc, 
copper and, oil & gas. 

 
2. Change in accounting policies 

On April 1st, 2007, the Corporation has adopted the recommendations of the Canadian Institute of Chartered 
Accountants Handbook (CICA Handbook) Section 1530, Comprehensive Income; Section 3855, Financial 
Instruments – Recognition and Measurement; Section 3861, Financial Instruments – Disclosure and 
Presentation; Section 3865, Hedges; and Section 3251, Equity.  These sections apply to fiscal years beginning 
on or after October 1, 2006 and provide standards for recognition, measurement, disclosure and presentation 
of financial assets, financial liabilities and non-financial derivatives, and describe when and how hedge 
accounting may be applied.  Section 1530 provides standards for the reporting and presentation of 
comprehensive income, which represents the change in equity, from transactions and other events and 
circumstances from non-owner sources.  Other comprehensive income is defined as revenues, expenses, gains 
and losses that are recognized in comprehensive income, but excluded from net income, in accordance with 
Canadian generally accepted accounting principles. 
 
Under the new standards, all financial assets, except for those classified as held-to-maturity, loans and 
receivables, and derivative financial instruments are measured at their fair values.  All financial liabilities are 
measured at their fair values when they are classified as held for trading purposes.  Otherwise, they are 
measured at their carrying value.  The adoption of this new section has no impact on these interim 
consolidated financial statements. 

 
3. Summary of significant accounting policies 

a) Use of estimates 
The preparation of interim consolidated financial statements in accordance with Canadian generally 
accepted accounting principles requires management to make estimates that affect the amounts of assets 
and liabilities reported in the interim consolidated financial statements.  Those estimates also affect the 
disclosure of contingencies at the date of the interim consolidated financial statements and the reported 
amounts of revenues and expenses during the quarter.  Significant estimates include tax credits 
recoverable, the useful lives of capital assets and intangible assets and certain accrued liabilities.  Actual 
results could differ from those estimates. 

 
b) Consolidation 

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

 
c) Foreign currency translation 

The accounts are translated into the functional currency using the temporal method.  Under this method, 
monetary assets and liabilities are translated at the exchange rates in effect at the balance sheet date.  
Non-monetary assets and liabilities are translated at historical rates.  Revenue and expenses are 
translated at the average rate for the period.  Income and losses resulting from translation are reflected in 
the statement of income. 

 
d) Government assistance 

The Corporation obtained tax credits from the government of Quebec according to the research and 
development concerning the development of software.  The tax credits received are accounted for as a 
deduction of the related expenses. 

 
e) Revenue recognition 

Revenue from data mining services and software is recognized upon delivery in accordance with the 
contractual conditions in effect with customers. 

 
f) Recognition of gains on the sale of options to mineral exploration claims 

Gains on the sale of options to mineral exploration claims are recognized net of the remaining 
unamortized cost of the related mining asset, included in intangible assets, and net of any unrecoverable 
costs from the optionee, required to be incurred by the Corporation in order to retain valid title to those 
mineral exploration claims during the option period. 
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g) Cash and cash equivalents 
Cash and cash equivalents consist of cash on hand and balance with banks as well as all highly liquid 
short-term investments having a term of less than three months from the acquisition date. 

 

h) Investments 
Investments are recorded at cost. 

 

i) Capital assets and amortization 
Capital assets are recorded at cost less accumulated amortization and related tax credits.  Amortization is 
calculated using the declining balance method at the following annual rates. For the additions since April 
1st, 2006, the Corporation is using the straight-line method. 

 

 Annual rates 
Office furniture and equipment - 20% 
Computer equipment - 33 1/3% and 50% 

 

j) Intangible assets and amortization 
a) The mining assets, consisting of mining claims, are amortized using the straight-line method over 

their useful life, which is two years. 
b) Software is amortized using the declining balance method at the annual rate of 50%. 

 

k) Income taxes 
The Corporation provides for income taxes using the liability method of tax allocation.  Under this method, 
future income tax assets and liabilities are determined based on deductible or taxable temporary 
differences between financial statement values and tax values of assets and liabilities using enacted 
income tax rates expected to be in effect for the year in which the differences are expected to reverse. 

 

The Corporation establishes a valuation allowance against 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 realized. 

 

l) Research and development expenses 
All expenses related to development activities, which do not meet generally accepted criteria for deferral, 
and research are expensed as incurred.  Development expenses, which meet generally accepted criteria 
for deferral, are capitalized and amortized against income over the estimated period of benefit. 

 

m) Earnings (loss) per share 
The earnings (loss) per share is determined using the weighted average number of common shares 
outstanding during the quarter. 

 

During the quarter, only the warrants and stock options whose exercise price was equal or lower than the 
average stock market during the exercise were taken into account. 

 

The fully diluted earnings (loss) per share, which is calculated according to the repurchase of shares 
method, is equal to the basic earnings (loss) per share due to the anti-dilution effect of the stock option 
plan. 

 

n) Share issue expenses 
Share issue expenses have been applied against the proceeds from the issuance of share capital. 

 

o) Stock-based compensation plan 
The Corporation maintains a stock-based compensation plan, which is described in note 11.  Any 
consideration from plan participants upon the exercise of stock options is credited to share capital. 

 

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

 

As at  As at 
 Dec. 31,  March 31, 
 2007  2007 
 (Unaudited)  (Audited) 
 $  $ 

 

4. Temporary investments 

Certificate of deposit, interest at 2.9%, maturing December 1st, 2008 309,334  302,858 
Certificate of deposit, interest at 2.9%, maturing December 1st, 2008 5,689  302,858 
Certificate of deposit, interest at 4.5%, maturing November 28, 2008 50,210  12,519 
 365,233  618,235 

 

The Corporation has elected to consider these temporary investments as held for trading.  Under this 
classification, any change in value between balance sheet dates is recorded in the consolidated statements of 
income. 
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As at  As at 
 Dec. 31,  March 31, 
 2007  2007 
 (Unaudited)  (Audited) 
 $  $ 

 
5. Amounts receivable 

Customers 827,843  530,371 
Commodity taxes 34,484  1,293 
Other 810  440 
    
 863,137  532,104 

 
6. Prepaid expenses 

Prepaid insurance 694  6,944 
Other 7,308  9,381 
    
 8,002  16,325 

 
7. Investments 

  4,472 common shares – Société Minière Ste-Geneviève-Haïti, S.A. 1  1 
80,000 common shares – Carina Energy Inc. 40,000  - 
    
 40,001  1 

 
The Corporation has elected to consider these investments as available for sale.  Under this classification, they 
are measured at fair value with any changes accumulated in other comprehensive income until the asset is 
sold. 

 
8. Capital assets 

  Accumulated Net  Net 
 Cost  amortization  Value  value 
 $  $  $  $ 

Office furniture and equipment 88,033  50,051  37,982  40,073 
Computer equipment 198,099  164,909  33,190  23,386 
        
 286,132  214,960  71,172  63,459 

 
9. Intangible assets 

  Accumulated Net  Net 
 Cost  amortization  value  value 
 $  $  $  $ 

Mining assets 65,222  17,301  47,921  27,202 
Software 44,466  35,615  8,851  4,714 
        
 109,688  52,916  56,772  31,916 

 
10. Accounts payable and accrued liabilities 

Accounts payable and accrued liabilities 84,075  71,284 
Salaries and benefits 159,911  108,777 
Other 5,157  - 
    
 249,143  180,061 

 
11. Share capital 

Authorized    
    Unlimited number of common shares, without par value,    
    voting and participating    
Subscribed and issued:  40,021,685 shares (39,928,185 shares    
                                   as at March 31, 2007) 10,064,672  10,044,592 
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Stock option plan 
 
The Corporation has a stock option plan for its directors, senior executives, employees and consultants by 
virtue of which they can acquire common shares.  The conditions of exercise are determined by the Board of 
Directors following the rules of the TSX Venture Exchange.  The options are granted at a price equal to the 
share price at the closing of market the day preceding the date of grant. 
 
The stock option plan provides that the maximum number of common shares, which may be reserved for 
issuance to any one optionee pursuant to share options, may 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 limited to 20% of the common shares outstanding on the grant date.  The maximum number of 
options, which the Corporation is authorized to issue as at December 31, 2007 is 6,000,000. 

 
The following table presents the changes, which have occurred during the quarter with regard to the stock 
option plan and summarizes information relating to the stock options outstanding at December 31, 2007. 

 
 Number 

Outstanding as at September 30, 2007 4,889,184 

  
Granted 622,000 
Exercised 93,500 
Forfeited - 
  
Outstanding as at December 31, 2007 5,417,684 

 
Under the Corporation’s stock option plan, 622,000 options were granted during the quarter ended December 
31, 2007.  The compensation cost that has been charged against income is $52,457 for the quarter ended 
December 31, 2007, and the counterpart has been credited to contributed surplus in the Shareholders' equity. 

 
The options have a term to maturity during which they can be exercised with dates ranging from February 11, 
2009 to November 26, 2012.  Grants made prior to June 3, 2004 were subject to exercise periods ranging 
between one and half years and five years from the date of grant.  For options granted subsequent to June 3, 
2004, they will vest at 33.33% per year, commencing with the first anniversary of the grant. 

 
Stock warrants 
 
As part of a private placement process, the Corporation issued 2,000,000 warrants entitling the holder to 
purchase one common share at the price of $ 0.35 per share.  The warrants expired on October 4, 2007. 

 
As at  As at 

 Dec. 31,  March 31, 
 2007  2007 
 (Unaudited)  (Audited) 
 $  $ 

 
12. Consolidated contributed surplus 

Balance at beginning of the quarter 453,131  214,469 
Add: Stock-based compensation expense 52,457  156,428 
    
Balance at end of the quarter 505,588  370,897 
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13. Commitments 

a) Under the terms of operating lease agreements for its operating facilities, the Corporation is committed to 
make payments of $154,219, allocated as follows for the three years to come: 

 
2008 $58,530 2009 $60,435 2010 $35,254 

 
b) Under the terms of operating lease agreements for office equipment, the Corporation is committed to 

make payments of $11,396, allocated as follows for the four years to come: 
 

2008 $3,696 2010 $3,696 
2009 $3,696 2011 $   308 

 
c) Under the terms of operating lease agreements for computer equipment, the Corporation is committed to 

make payments of $6,587 during fiscal year 2008. 
 
14. Financial instruments 

a) Fair value 
Cash and cash equivalents, temporary investments, amounts receivable, accounts payable and accrued 
liabilities are financial instruments whose faire value approximates their carrying value due to their short-
term maturity. 

 
b) Credit risk 

Financial instruments, which potentially subject the Corporation to concentrations of credit risk, consist 
primarily of cash and cash equivalents.  These financial instruments are held with high-credit quality 
financial institutions.  Consequently, management considers the concentration of risk related to cash and 
cash equivalents to be minimal. 

 
c) Interest rate risk 

As at December 31, 2007, the Corporation's exposure to interest rate risk is summarized as follows: 
Cash and cash equivalents   - Fixed and variable interest rate 
Amounts receivable   - Non-interest bearing 
Accounts payable and accrued liabilities - Non-interest 
 

15. Subsequent event 

On February 6, 2008, the Corporation closed a private placement consisting of 5,000,000 units issued at 
$0.60 per unit, for gross proceeds of $3,000,000. 
 
Each unit comprises one common share and one-half of a common share purchase warrant (each full 
warrant, a "Warrant"). Each Warrant will entitle its holder to acquire one common share at a price of 
$0.85 at any time during the 6 months following the closing date. The issued securities are subject to a 4-
month hold period and other requirements set by the TSX Venture Exchange. 
 
Up to 17% of the securities issued under the private placement are subscribed by insiders of the 
Corporation. Finders’ fees of $110,010, representing 5% of the gross proceeds received by the 
Corporation from the sale of units to subscribers referred by the following brokers/agents, MacDougall, 
MacDougall, MacTier Inc., PowerOne Capital Markets Limited, Crowthorn Capital Corporation and John 
Gubenco, were paid in cash. 
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Shares of DIAGNOS inc. are listed on the TSX 
Venture Exchange under the symbol ADK. 
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