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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
knowledge extraction technologies.

DIAGNOS provides data mining and interpretation con sulting services and designs advanced
data analytics software products. The Corporation’ s flagship product, MCubiX, is a suite of data
mining software capable of extracting knowledge fro m historical data - in the form of images, text
or traditional databases - and making predictions t hat 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
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Message to Shareholders

Dear Shareholders:

DIAGNOS ended the first quarter of fiscal year
2009 with a net loss of $397,272 ($0.01per share)
compared to a net loss of $239,703 ($0.01 per
share) for the quarter of fiscal year 2008 ended
June 30, 2007. Revenue amounted to $510,229,
an increase of 150% over the amount of $203,843
for the first quarter of 2008.

During the quarter DIAGNOS signed two data
mining service contracts for a total value of
$230,000. As at June 30, 2008, the revenue
backlog amounted to $868,464 and is comprised

of services to be invoiced related to signed
agreements in the amount of $370,000 and
deferred revenue in the amount of $498,464.

As at June 30, 2008, DIAGNOS has a portfolio of
21 active net smelter return royalty agreements
with some of its clients. During the quarter
DIAGNOS acted as project manager on three
customer exploration projects.

In April, DIAGNOS launched its new CARDS 3D
predictor service. This new development is
designed to efficiently provide organizations with
enhanced targeting capabilities across broader
geological contexts, thus simplifying deployment
of its resources.

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.

Our focus for the remaining of fiscal year 2009 wil |
be to continue our marketing efforts in the
natural resources sector and to continue the
development of new applications based on our
proprietary data mining MCubiX technology in
other sectors such as healthcare and finance.
On one specific development project,
preliminary results from tests performed in April
2008 in conjunction with a team of scientists
at Queens University showed promising new
applications  for our artificial intelligence
technology for the health sector.

As part of its community support initiatives,
DIAGNOS is proud to sponsor a local athlete who
participated in the 2008 summer Olympic Games
in the swimming competition.

It is my pleasure to submit this 2009 first quarter
report.

André Larente
Chairman and Chief Executive Officer

August 28, 2008
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Management Discussion and Analysis

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

More information concerning DIAGNOS is available 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 August 28, 2008, analys es the financial situation of the Corporation as of J une 30, 2008

and should be read with the interim consolidated fi nancial statements and accompanying notes, which hav e been
prepared in accordance with Canadian generally acce pted accounting principles. The currency used is th e Canadian
dollar.

These interim consolidated financial statements hav e not been reviewed or audited by the Corporation’s external
auditor.

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 c 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.

Summary of quarterly results

Fiscal Year Fiscal Year Fiscal Year
2009 2008 2007
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
Restated*
June 30, March 31, Dec. 31, Sept. 30, June 30, March 31, Dec. 31, Sept. 30,
2008 2008 2007* 2007 2007 2007 2006 2006
b
Revenue 510,229 584,342 742,890* 336,711 203,843 200,000 97,500 231,685
Interest income 53,402 (35,931) 6,388 44,895 4,791 30,550 4,775 48,560
Net (loss) earnings (397,272) (233,851) 38,725* 36,744 (239,703) (83,632) | (257,986) (183,174)
(Loss) earnings per share (0.01) (0.01) 0.01 0.01 (0.01) (0.01) (0.01) (0.01)
* Restatement : Following the audit of the 2008 annual financial statements, the Corporation has decided to restate the 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 (40,000) (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 its
shareholders and the regulatory authorities.
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Summary of annual results
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Revenue

For the first quarter ended June 30, 2008, revenue a  mounted to $510,229, an increase of 150% over the re  venue amount
of $203,843 for the first quarter of 2008 ended June 30 , 2007. This increase of $306,386 is mainly due to r evenue derived
from project management services in the amount of $23 2,273.

Sales and administration expenses

General, sales and administration expenses increase d by 95% from $363,240 for the first quarter of 2008 t o $706,628 for

the first quarter of 2009. Salaries related to hires , consulting fees spent on our new corporate image a nd publicity spent
to stimulate awareness about DIAGNOS services accou nted respectively for 32, 19, and 12% of the total i ncrease of
$343,388.

The compensation expense related to the stock optio n plan amounts to $79,072 for the current quarter co mpared to
$39,107 for the quarter ended June 30, 2007. The inc  rease is due to a higher number of outstanding options and a higher
value per option for the current quarter in comparis on to the first quarter of 2008.

Research and development expenses

Research and development expenses amounted to $179, 800 for the first quarter ended June 30, 2008 compar  ed to
$72,632 for the comparative quarter ended June 30, 2 007. This increase is mainly due to acquisition of n  atural resources
data and hires needed to staff new accounts.

During the current quarter, our team of scientists co ntinued to work on R&D projects which were started in prior years. On
one specific development project, preliminary tests performed in April 2008 showed promising new applic ations for
our artificial intelligence technology for the health sector.

Geology

As of April 1, 2008, expenses related to geology are p resented separately on the statement of income and
comprehensive income due to the fact that these oper ations now represent a significant part of the Corpo ration’s
activities.

Loss on receivable payable in shares

On July 23, 2008, the Corporation accepted payment in the form of 80,000 shares for a receivable of $40, 000 ($0.50 per
share) from one of its customers listed on the TSX — Venture Stock Exchange. As at June 30, 2008, the st ock closed at
$0.31 per share. Therefore a provision of $15,200 rep resenting the difference between the receivable’s nom inal value
and its recoverable value is presented in the state ment of loss and comprehensive loss and is included in the allowance
for doubtful accounts as at June 30, 2008.

Interest income
Interest income amounted to $53,402 for the current quarter compared to $4,791 for the quarter ended Jun e 30, 2007.

This substantial increase is explained by the inves tment in guaranteed investment certificates of the p roceeds of
$2,860,369 from the net private placement closed in February of 2008.
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Net loss

The net loss for the first quarter of 2009 amounted t 0 $397,272 compared to a net loss of $239,703 for th e first quarter of
2008 ended June 30, 2007.

Working capital, cash flows & liquidity
As at June 30, 2008, the working capital amounts to $ 3,783,672 compared to $ 3,999,301 as at March 31, 2008.

The net changes in cash for the current quarter and the comparative quarter ended June 30, 2007 can be summarized
by increases (decreases) in cash flows from:

June 30, June 30,
2008 2007
$ $
Operating activities (538,401) (278,810)
Investing activities 467,850 3,478
Financing activities 115,825 -
45,274 (275,332)
Cash flows from operating activities: The net loss of $397,272 for the current quarter combined with the i ncrease in
amounts receivable of $362,875 and the increase in d eferred revenue of $177,600 from March 31, 2008 are t  he main
contributors to the decrease in cash of $538,401 from operating activities.

Cash flows from investing activities: The net increas e in cash of $467,850 from investing activities for the current quarter
arose from the proceeds of temporary investments in t he amount of $546,626 along with capital and intangib le assets
expenditures in the amount of $78,776.

Cash flows from financing activities: Increase in cas h of $115,825 from financing activities for the current quarter is
explained by the issuance of shares under the stock option plan.

For the remaining of fiscal year 2009, management anti cipates that it will be able to finance its operati ons from its sales
activities and by the proceeds from the disposal of temporary investments.

Capital expenditures & amortization

During the quarter, additions to capital assets amou nted to $60,616 compared to $2,776 for the quarter e nded June 30,
2007. This increase is due to leasehold improvement s, furniture and computer equipments related to a ne w office space
needed to accommodate the steady increase in the nu mber of employees.

Amortization of capital assets amounted to $20,850 for the current quarter compared to $7,119 for the g uarter ended
June 30, 2007. The increase of $13,731 is mainly due to additions to fixed assets to accommodate the st eady increase in

the number of employees.

Amounts receivable

As at June 30, 2008, amounts receivable of $1,296,16 5 include trade receivables from customers for an amo unt of
$1,181,407, net of an allowance for doubtful accounts of $26,290. Amounts receivable from four customers re present 67%

of the net trade receivable as at June 30, 2008. Rec eivables from two customers are payable in shares an d represent
$224,800 or 19% of the net trade receivables of $1,1  81,407.

Deferred revenue

The amount of $498,464 as at June 30, 2008, presente d under deferred revenue on the consolidated balance sheet, is
comprised of services or goods invoiced before the ser vices are rendered or the goods are delivered.
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Commitments

During the current quarter the Corporation renewed t

agreement for the use of additional office space to acc ommodate the steady increase in the number of employ ees.
The renewal of the current office lease agreement and the new lease agreement are effective October 1, 2009 for a
five-year term.
Share information
As at June 30, 2008, the outstanding shares are com  mon shares and convertible securities:
Common shares 45,615,010
Convertible securities:
Warrants 2,500,000
Stock options 5,158,692
53,273,702
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 col lection.
Revenue derived from products is recognized upon del ivery to the customer. Any unbilled services render ed are
presented under work in progress in the financial st  atements. Any amount invoiced before the delivery of services
or goods is presented under deferred revenue in the f inancial statements.
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
compensation expense determined in accordance with
corresponding accretion to contributed surplus. Upo

reduced from the contributed surplus and added to sh

The fair value of warrants issued is valued and accou
corresponding adjustment to contributed surplus. Up

reduced from the contributed surplus and added to sh

Outlook

The Corporation’s Artificial Intelligence (Al) engin
Our natural resources Al application CARDS (Compute
recognition as a value-added solution for the natural

DIAGNOS is pursuing other markets that require Al te
knowledge challenges. DIAGNOS hopes to market promi
new applications will re-enforce DIAGNOS’ market pen
market.

he agreement for its current office space and entered

the Black & Scholes valuation model,

ed compensation and other stock-based payments as
with a

into a new

is

is

n exercise of options, the accumulated compensation
are capital.
nted for using the Black & Scholes valuation model wi th a
on exercise of warrants, the value of those warrants
are capital.
e is expected to be the driving force behind building new applications.
r Aided Resource Detection Software) continues to ga in market
resources sector.
chnology to address and help companies faced with co mplex
sing applications for the health sector in the near f uture. These
etration and diversify the Corporation’s exposure to any single
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Risk analysis

Management has identified and is constantly monitor ing the following risks associated with the Corporat ion type of
business:

Markets - adoption of Al technology;
Human resources - hire and retain highly skilled sci  entific resources;

Concentration of risk related to amounts receivable; amounts receivable from four customers represent 67% of
the Corporation's amounts receivable as at June 30, 2008.

Going concern; the Corporation may have to rely on its shareholders to provide funding, in the event it should
experience shortfalls, to sustain continued operatio ns. As of August 28, 2008, the Corporation has $2,850 ,462 in
cash and short term investments and does not antici pate a liquidity shortfall in the near term.
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Interim Consolidated Balance Sheet

As at June 30,

As at March 31,

2008 2008
(unaudited) (audited)
$ $
ASSETS
Current assets
Cash 360,769 315,495
Temporary investments (Note 4) 2,835,529 3,382,155
Amounts receivable (Note 5) 1,296,165 933,290
Prepaid expenses 33,985 34,062
4,526,448 4,665,002
Investments (Note 6) 2 2
Capital assets (Note 7) 151,768 112,011
Intangible assets (Note 8) 104,960 94,662
4,783,178 4,871,677
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (Note 9) 281,112 344,837
Deferred revenue 498,464 320,864
779,576 665,701
Commitments (Note 12)
SHAREHOLDERS' EQUITY
Share capital (Note 10) 11,123,586 11,007,760
Contributed surplus (Note 11) 2,669,253 2,590,181
Deficit (9,789,237) (9,391,965)
4,003,602 4,205,976
4,783,178 4,871,677

SEE ACCOMPANYING NOTES TO THE INTERIM CONSOLIDATEINANCIAL STATEMENTS

Approved on behalf of the Board of Directors;

David Crevier
Secretary

André Larente
Chairman
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Interim Consolidated Statement of Loss
and Comprehensive Loss

For the quarter

For the quarter

ended ended
June 30, 2008 June 30, 2007
(unaudited) (unaudited)
$ $

Revenue 510,229 203,843
Expenses

General, sales and administrative 706,628 363,240

Research and development 179,800 72,632

Geology 30,023 -

Loss on receivable payable in shares 15,200 -

Amortization of capital assets 20,859 7,119

Amortization of intangible assets 7,863 5,066

Financial expenses 530 280

960,903 448,337

Loss before other income (450,674) (244,494)

Interest income 53,402 4,791

Net loss and comprehensive loss (397,272) (239,703)

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

Weighted average number of shares outstanding 41,657,102 39,928,185

SEE ACCOMPANYING NOTES TO THE INTERIM CONSOLIDATEINANCIAL STATEMENTS
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Interim Consolidated Statement of Deficit

For the quarter

For the quarter

ended ended
June 30, 2008 June 30, 2007
(unaudited) (unaudited)
$ $
Balance at the beginning of the period (9,391,965) (8,993,880)
Net loss for the period (397,272) (239,703)
Balance at the end of the period (9,789,237) (9,233,583)

SEE ACCOMPANYING NOTES TO THE INTERIM CONSOLIDATEINANCIAL STATEMENTS
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Interim Consolidated Statement of Cash Flows

For the quarter

For the quarter

ended ended
June 30, 2008 June 30, 2007
(unaudited) (unaudited)
$ $

Cash flows from operating activities

Net loss for the period (397,272) (239,703)
Items not affecting cash

Amortization of capital assets 20,859 7,119
Amortization of intangible assets 7,863 5,066
Stock-based compensation expense 79,072 39,107
Gain on sale of intangible assets - (10,610)
(289,478) (199,021)
Net change in non-cash operating working capital item (248,923) (79,789)
(538,401) (278,810)

Cash flows from investing activities
Proceeds from disposal of temporary investments 546,626 -
Additions to capital assets (60,616) (2,776)
Additions to intangible assets (18,160) (18,746)
Proceeds from sale of intangible assets - 25,000
467,850 3,478

Cash flows from financing activities
Issuance of shares, net of issue expenses 115,825 -
Net change in cash 45,274 (275,332)
Cash — Beginning of the period 315,495 339,630
Cash — End of the period 360,769 64,298

SEE ACCOMPANYING NOTES TO THE INTERIM CONSOLIDATEINANCIAL STATEMENTS
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Notes to the unaudited Interim Consolidated Financi al Statements
June 30, 2008

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.

Change in accounting policies

On April 1, 2008, the Corporation implemented the fo llowing new CICA Handbook Sections: 1535, "Capital
Disclosures" (note 10), 3862, "Financial Instrument s - Disclosures" (note 13), and 3863, "Financial In struments -
Presentation".

Section 1535, "Capital Disclosures". This new stand ard establishes requirements concerning capital suc h as:
qualitative information about an entity's objectives , policies and processes for managing capital; quanti tative data
about what it regards as capital; whether it has com plied with any externally imposed capital requireme nts and, if

not, the consequences of such noncompliance.

Section 3862, "Financial Instruments - Disclosures" , and Section 3863, "Financial Instruments - Presentation”. These new
standards replace Section 3861, "Financial Instrume nts - Disclosure and Presentation”, revising and enh  ancing its
disclosure requirements and carrying forward unchang ed its presentation requirements.

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 liabilites 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
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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 these consolidated financial sta tements.
Recent pronouncements

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. As of June 30, 2008, the Corporation has started a review of the
differences between the IFRS and its current account ing policies and the impact of such changes to the current
financial reporting practices.

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 ser vices
rendered are presented under work in progress. Any a mount invoiced before the delivery of services or go ods is

presented 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.

d) 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 loss
and comprehensive loss.
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e)

f)

9)

h)

k)

m)

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.

i)  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 to consolidated financial statements and are
presented at the lower of the carrying amount or fair value less selling costs and are no longer 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
period.
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.

Shares and warrants issue costs
Shares and warrants issue costs have been applied a gainst the proceeds from the issuance of share capital

Stock-based compensation plan

The Corporation maintains a stock-option plan, whic h is described in note 10. 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 th e
Black & Scholes valuation model, with a correspondi ng credit to contributed surplus. The compensation

expense is recognized over the vesting period.
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Temporary investments

Temporary investments consist of guaranteed investmen t certificates with interest rates ranging from 2.9% to 4.5%
and maturing from November 28, 2008 to February 14, 2 009.

Amounts receivable

As at As at
June 30, March 31,
2008 2008
$ $
Customers, net of allowance for doubtful accounts of $ 26,290 1,181,407 820,776
Investment tax credits 85,000 70,000
Advance to one employee without repayment terms and interest 28,213 -
Advances to consultants without repayment terms and interest - 40,130
Other 1,545 2,384
1,296,165 933,290
Investments
80,000 common shares — Carina Energy Inc. 1 1
4,472 common shares — Société Miniere Ste-Geneviéve  -Haiti, S.A. 1 1
2 2
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
fiscal year ended March 31, 2008, the Corporation a ccepted payment in the form of shares for a receivable of
$40,000 from Carina Energy Inc. In 2007, the Corporat  ion accepted payment of the outstanding amount of $50, 820
owed by Ste. Genevieve Haiti S.A., in the form of sh  ares of that company. Since these companies are priv ately held
and the fair value of those shares is not readily d eterminable, these investments have been recorded a t the nominal
amount of $1 and a provision for the full amount of t he receivable has been recorded and is reflected in these
financial statements. Any gain resulting from the di sposition of those shares will be recorded inthe p  eriod in which it

occurs.
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7.

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
June 30,
2008
$
Accumulated Net
Cost amortization value
$ $ $
106,538 44,103 62,43 5
262,099 196,442 65,657
27,813 4,137 23,676
396,450 244,682 151,768
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
June 30,
2008
$
Accumulated Net
Cost amortization value
$ $ $
119,002 38,589 80,413
68,783 44,236 24,547
187,785 82,825 104,960
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

Intangibles assets of $18,160 were acquired during t

he period.
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10.

Accounts payable and accrued liabilities

As at As at
June 30, March 31,
2008 2008
$ $

Accounts payable and accrued liabilities 140,928 210,754
Salaries and benefits 140,184 134,083

281,112 344,837
Share capital
Authorized

Unlimited number of common shares, without par v alue,
voting and participating
Subscribed and issued: 45,615,010 shares 11,123,586 11,007,760
During the period, the issued share capital varied a s follows:
As at June 30, 2008
Number $

Balance at beginning of period 45,188,350 11,007,760
Exercise of options 426.660 115,826
Balance at end of period 45,615,010 11,123,586
Capital disclosures
The Corporation closely manages its capital structu re in conjunction with economic conditions in order to produce
adequate return on investment to its shareholders. The key capital performance measures of the Corpora tion reside
in its capability to meet its financial obligations and to invest in the development of its technology t o stay

competitive.

To improve its performance and flexibility, the Cor poration may, from time to time, issue new shares, r  epurchase
issued shares, amend its stock option plan and sell assets.

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 June 30, 2008, is 8,00 0,000.

The following table presents the changes which have o ccurred during the period with regard to the stock option
lan.
P As at June 30, 2008
Number of Weighted
stock average
options exercise price
$
Outstanding at beginning of period 5,261,019 0.30
Granted 345,000 0.90
Forfeited (20,667) 0.36
Exercised (426,660) 0.27
Outstanding at end of period 5,158,692 0.34
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11.

12.

13.

The compensation expense related to the issuance of

stock options that has been charged against income is

$79,072 for the current period, and the counterpart has been credited to contributed surplus in the Sha reholders'
equity.
The fair value of each stock option grant is estimated at $0.83 for the period ended June 30, 2008 and is calculated
using the Black & Sholes option pricing model with t he following weighted average assumptions:
Expected life 5 years Risk-free interest rate 3.26%
Dividend yield 0% Volatility 156.6%
Stock warrants
In 2008, as part of a private placement process, the Corporation issued 2,500,000 warrants entitling the holder to
purchase one common share at the price of $ 0.85 per share. The warrants will expire on August5 t, 2008.
Contributed surplus
As at As at
June 30, June 30,
2008 2007
$ $
Balance at beginning of the period 2,590,181 370,897
Stock-based compensation 79,072 39,107
Balance at end of the period 2,669,253 410,004
Commitments
During the current quarter the Corporation renewed t he agreement for its current office space and entered into a

new agreement for the use of additional office space t

employees. The renewal of the current office lease agr

October 1, 2009 for a five-year term.

0 accommodate the steady increase in the number of
eement and the new lease agreement are effective

Under the terms of operating lease agreements for its offices, the Corporation is committed to make paymen ts of
$735,000, allocated as follows for the five years to come:
2009 $ 87,750 2011 $ 167,000 2013 $ 167,000
2010 $ 146,250 2012 $ 167,000
Financial instruments
a) Fairvalue
Cash, amounts receivable, accounts payable and accr ued liabilities are financial instruments whose fai  r value
approximates their carrying value due to their shor t-term maturity.
b)  Liquidity risk
The Corporation manages its financial obligations b y monitoring its operating activities. Forecasted cas h flows
reports are prepared on a monthly basis and are rev iewed by management on a regular basis in order to
anticipate and to manage cash shortages should they occur. As of August 28, 2008, the Corporation has
$2,850,462 in cash and short term investments and d  oes not anticipate a liquidity shortfall in the near term.
c) Credit risk

The Corporation provides credit to its customers in
continuing basis, credit checks on its customers and
Amounts receivable from four customers active in the
the Corporation's amounts receivable as at June
concentration of risk related to amounts receivable

Temporary investments, which potentially subject th
high-credit quality financial institutions. Conseque
to temporary investments to be minimal.

the normal course of its operations. It carries ou t, on a
maintains adequate provisions for potential credit losses.
exploration sector of the mining industry represent 67% of

30, 2008. Consequently, management considers the

to be notable.

e Corporation to concentrations of credit risks, are held with
ntly, management considers the concentration of risk related
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d) Interest rate risk

As at June 30, 2008, the Corporation's exposure to

Temporary investments
Amounts receivable

Temporary investments bear interest at fixed interes
institutions. Consequently, management considers the

14. 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

15. Comparative data

Certain 2007 amounts have been reclassified in orde

interest rate risk is summarized as follows:

- Fixed interest rate
- Non-interest
Accounts payable and accrued liabilities - Non-in

terest

t rates and are held with high-credit quality finan
interest rate risk to be minimal.

cial

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

As at
June 30,
2008

sector: $

428,092
82,137
510,229

r to conform to the presentation adopted in 2008.
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