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DIAGNOS inc. is a leader in the use of Artificial 
Intelligence and advanced knowledge extraction 
technologies. 

DIAGNOS provides data mining and interpretation 
consulting services and designs advanced data analytics 
software products. The Corporation’s flagship product, 
MCubiX, is a suite of data mining tools capable of 
extracting knowledge from historical data, in the form of 
images, texts or traditional databases and making 
predictions that improve business processes and decision 
making ability. 

DIAGNOS offers data mining and knowledge extraction 
solutions to the natural resources, healthcare, and 
entertainment industries. 

The shares of DIAGNOS are listed on the TSX Venture 
Exchange under the symbol ADK. 
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Financial Summary 

 
 

 

 
Price Chart

 2011 2010 2009 2008 

 $ 

Financial Highlights 
Revenue 

Interest income 

Net loss 

Comprehensive loss 

Loss per share 

Total assets 

Total liabilities 

1,074,513  

8,790  

1,074,271  

1,039,746  

0.02  

1,513,768  

331,589  

358,073  

15,438  

1,910,838  

1,749,156  

0.04  

2,273,691  

291,839  

1,885,956  

76,433  

2,079,903  

2,099,693  

0.05  

2,662,755  

252,699  

1,863,176  

30,753  

398,085  

398,085  

0.01  

4,871,677  

665,701  
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Message to Shareholders 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Dear Shareholders: 

Financials 
During the fiscal year ended March 31, 2011, DIAGNOS 
benefited from the steady recovery taking place in the natural 
resources sector.  As such, 92% of our bookings for the current 
fiscal year was ascribable to the natural resources sector and 
amounted to $1,177,288 compared to $281,237 for the fiscal year 
ended March 31, 2010. Revenues were positively impacted by 
this increase in bookings, from $358,073 for the year ended 
March 31, 2010 to $1,074,513 for the current year ended 
March 31, 2011.  

During the last two quarters, based on improving market 
conditions, the Corporation sold about 86% of its portfolio of 
shares of publicly traded companies. These disposals resulted in 
a gain of $501,985. This gain on disposal of shares combined 
with the increase in revenues contributed to the decrease of 
$836,567 in net loss, from $1,910,838 for the year ended 
March 31, 2010, to $1,074,271 for the current year ended 
March 31, 2011.  

As at March 31, 2011, the Corporation had close to $803,000 in 
cash and short-term investments and the portfolio of shares of 
publicly traded companies was valued at close to $201,000. On 
May 26, 2011, the Corporation closed a private placement which 
brought in gross proceeds of $3,216,200 through the issuance of 
shares and warrants. 

Operations  
During the year, our healthcare team focused on refining the 
CARA (Computer Assisted Retinal Analysis) technology first 
introduced in December 2009 following Health Canada’s 
approval. CARA is a technology designed to assist healthcare 
specialists in the detection of diabetic retinopathy – damage to 
the back of the eye caused by complications of diabetes, which 
can eventually lead to blindness. According to a recent study 
published in the British journal Lancet, the number of adults with 
diabetes has doubled world-wide over the last three decades to 
nearly 350 million today. Management is confident that this 
application will generate new streams of revenues based on the 
following factors: 

 
! All diabetics need to be screened for diabetic retinopathy to 

reduce the risk of blindness and to monitor for progression of 
disease; 

! Screening of diabetics for diabetic retinopathy is currently 
done, for the most part, manually and therefore is inefficient; 

! Automating the process leads to better outcomes for diabetics 
and savings to the healthcare system. 
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André Larente, Chief Executive Officer 
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After submitting CARA to the US Food and Drug Administration 
(FDA) for review and approval, DIAGNOS is expecting a 
response from the FDA by the end of calendar year 2011. 
Approval would clear the way for commercialization of CARA 
services in the United States of America (USA).  

DIAGNOS now has a presence either directly or through resellers 
in North America (Canada, USA and Mexico), France and Asia 
(China, India, Vietnam and most countries of the Gulf 
Cooperation Council). DIAGNOS also signed two resale channel 
agreements with leading fundus camera manufacturers.  

As part of our CARA demonstration initiatives, we look forward to 
the 2011 Tour de France edition which will be held from July 2nd 
to the 24th.  DIAGNOS, through its partner in France, will be 
showcasing the CARA technology as testing will be offered to 
local, national, and international populations who will attend this 
major sporting event. The “Outlook” section on page 22 presents 
more information on the benefits of CARA. 

Looking forward 
Although most of our current business development efforts are 
concentrated towards bringing CARA to market worldwide, we 
continue to provide services in our two other business segments: 

• CARDS (Computer Aided Resources Detection System) – a 
data mining application for the natural resources sector.  
 
The increase in bookings in the current year discussed above 
reflects the increase in awareness of our 2D & 3D CARDS 
solutions we witnessed over the last nine months. 
Agreements were signed with companies such as Codelco, 
the main copper producer in the world, and Agnico-Eagle 
which operates Canada’s largest gold mine in terms of 
reserves.  

On May 9, 2011, the Quebec government announced a major 
economic development project:  the “Plan Nord”. This project, 
quoted by Quebec Premier Jean Charest, as “the project of a 
generation”, will be carried out over a period of 25 years. It will 
lead to over $80 billion in investments during that time and 
create or consolidate, on average, 20,000 jobs a year. The 
territory that the Plan Nord covers encompasses all of 
Quebec's territory north of the 49th parallel. It covers nearly 
1.2 million km2 and accounts for roughly 72% of Quebec's 
geographic area. All sorts of mineral ore abound in Northern 
Quebec: nickel, cobalt, platinum group metals, zinc, iron ore 
and ilmenite. Considering that this territory was less explored 
in the past, the CARDS solution can help guide the 
explorations crews to the mineral zones with the highest 
potential. The “Outlook” section on page 22 presents more 
information on CARDS.  

• DHS (Dynamic Hit Scoring) – an application based on 
algorithms that break down a song into variables such as 
pitch and  tempo and then compare its structure to the top 
100 Billboard® charts over a period of six years.  
 
Currently, DHS is showcased on the website Hitlab.com, an 
online platform where musicians can submit their songs to 
find out if they have a potential hit on their hands. DIAGNOS 
receives a royalty of $3 for each song that is evaluated on this 
website. 

In addition to the fees for consulting services, DIAGNOS is 
entitled, under specific agreements, to receive payments arising 
from economic resource discoveries made as a result of CARDS. 
These potential royalties are payable in shares, in cash or net 
smelter returns on revenues derived from mining operations. As 
at March 31, 2011, DIAGNOS had a portfolio of 22 mining royalty 
agreements compared to 20 as at March 31, 2010. 

Fiscal year ended March 31, 2010 was one of the toughest year 
for DIAGNOS. We took drastic measures, such as employee pay 
cuts, to preserve our cash. In fiscal year 2011, we witnessed 
encouraging signs of recovery. With a promising new technology 
for the healthcare system combined with a proven technology for 
the detection of economical mining deposits, management 
believes better days are ahead for DIAGNOS. I sincerely thank 
our employees and the members of our Board of directors for 
their loyalty and, you, our Shareholders, for your continuing 
support throughout the last 10 years we’ve been in operations.  
 
It is my pleasure to submit this 2011 annual report. 
 

 
 
André Larente 
Chief Executive Officer 
June 27, 2011 
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Members of the Board of Directors 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Philip Renaud, Chairman 

Mr. Renaud is Managing 
Director of Church Advisors, a 
European investment advisory 
firm involved in private 
financings. A graduate of 
Franklin College of 
Switzerland with a Bachelor of 
Arts in international financial 
management, Mr. Renaud has 
been instrumental in securing 
many private equity financings 
and has an extensive 
European and North American 
network. Prior to his 
involvement with Church 
Advisors, Mr. Renaud was a 
founding partner of Change 
Capital Partners, a 300 million 
Euro private equity fund. He is 
also a Director of Yorbeau 
Resources and Chairman of 
the Board of DIA BRAS 
Exploration. 
 

André Larente, Director 

Mr. Larente is the Chief 
Executive Officer of the 
Corporation. Mr. Larente has 
previously held leading 
management positions with 
companies such as Siemens, 
Syscan International, 
Newbridge Networks, Legent; 
Cognos, Tandem Computers 
and Honeywell Information 
Systems. 
 
Olivier Lerolle, Director 

A French national and a 
permanent resident of 
Switzerland since 1985, 
Mr. Lerolle graduated from 
École Supérieure de 
Commerce de Paris. He brings 
to the Corporation over thirty 
years of international banking, 
business management and 
consulting experience 
acquired from several 

management positions with 
Citibank (in New York) and 
Banque Indosuez. The 
functions held in the latter 
included responsibility of 
capital markets and mergers 
and acquisitions (M&A) 
activities. 
 
Bruno Maruzzo, Director 
Mr. Maruzzo has over 20 
years experience in working 
with small to medium size 
technology companies in the 
medical and biotechnology 
fields as well as working in 
venture capital investing in 
technology oriented 
companies. Through his 
consulting company, 
TechnoVenture Inc., he has 
provided general 
management, financing, 
business development and 
technical services to a variety 

of private and public 
technology companies. 
Mr. Maruzzo has a unique 
blend of expertise and 
experience in seeking funds 
for technology companies and 
making investments in 
technology companies. Being 
on both sides of a transaction 
at different times, has given 
him great insights into 
company formation, financing 
and management. He holds a 
BASc in Electrical Engineering 
from the University of Waterloo 
an MASc in Biomedical 
Engineering and an MBA, both 
from the University of Toronto. 
 
 
 

 

P
ag

e 
1

0
 

From left to right: Philip Renaud, Bruno Maruzzo, André Larente and Olivier Lerolle 
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Management Team 

André Larente 
Chief Executive Officer 
Mr. Larente has been active in 
the information technology 
sector for many years. He has 
previously held leading 
management positions with 
companies such as Siemens, 
Syscan International, 
Newbridge Networks, Legent; 
Cognos, Tandem Computers 
and Honeywell Information 
Systems. 
 
 
Houssem Ben Tahar 
Vice-President - 

Development and Business 

Intelligence 

Mr. Ben Tahar received a 
degree in Statistics 
Engineering (INSEA Rabat), 
as well as a Master of Applied 
Economics and a Master of 
Business Intelligence from 
HEC Montreal. Mr. Ben Tahar 
served as President of the 
consulting services of HEC 
Montreal. 

Michel Fontaine 
Vice-President - 

Business Development 

Mr. Fontaine joined the team 
in January 2005. 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 brokerage firms in 
Canada. 
 
 
Peter Nowacki 
Vice-President - 

Healthcare 

Mr. Nowacki has joined 
DIAGNOS in June 2010. 
Mr. Nowacki’s cross-functional 
experience in science, 
healthcare, data mining, 
technology and business was 
acquired through work 
performed for public 
organizations, biotech 

corporations as well as various 
independent consulting 
projects.  
 
Mr. Nowacki holds a Master’s 
degree with Dean’s Honours in 
Bio-Informatics from McGill 
University, and an Executive 
MBA from Queen’s University. 
He is the author of 13 peer-
reviewed scientific 
publications.  
 
 

Marc-André Massue, CA 
Vice-President - 

Finance and CFO 

Mr. Massue joined the team in 
May 2008. He has many years 
of financial and human 
resources management 
experience with international 
and medium-sized high 
technology corporations. 
Mr. Massue received a 
Bachelor in Business 
Administration (BBA) from 
HEC Montréal, as well as a 
Diploma in Economics from 

the Université de Montréal. 
Mr. Massue is a member of 
the Quebec Order of 
Chartered Accountants. Mr 
Massue is also Secretary of 
the Corporation. 
 
 

Lyne Lachapelle 
Manager - 

Administration 

Ms Lachapelle joined 
DIAGNOS in 2004. 
Ms Lachapelle is responsible 
for the administration of the 
Corporation. Before joining 
DIAGNOS, Ms Lachapelle 
worked for many years within 
several small and medium-
sized companies.
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From left to right: Marc-André 
Massue, Michel Fontaine, Yvan 
Michon (CARA sales associate), 
Houssem Ben Tahar and Peter 
Nowacki 
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Description of the Corporation 
 
DIAGNOS inc. (DIAGNOS) is a Canadian corporation that provides data mining and interpretation services based on its suite of proprietary 
software products capable of extracting knowledge from historical data. 
 
DIAGNOS operates in one reportable segment - data mining and interpretation services based on its suite of proprietary software products 
capable of extracting knowledge from historical data. DIAGNOS is active in four different sectors, presented hereafter by order of 
importance: 

■ Natural resources:  Data mining consulting services through CARDS (Computer Aided Resource Detection System), a software tool 
which is currently used to assist exploration companies in identifying mining deposits. In combination with modern exploration 
techniques, CARDS is a useful tool to save both money and time by limiting target areas for exploration. In addition to data mining and 
target generation, DIAGNOS offers project management services. CARDS has been developed by, and is proprietary to, DIAGNOS; 

■ Healthcare:  Consulting services in the healthcare sector through CARA (Computer Assisted Retinal Analysis), a software tool which 
assists health specialists in the detection of diabetic retinopathy. CARA is an in-house hosted web-based application that integrates 
fundus cameras with an image processing engine over a secure connection. CARA also performs an automated analysis of fundus 
images for the presence of lesions indicative of diabetic retinopathy. CARA has been developed by, and is proprietary to, DIAGNOS; 

■ Media:  Royalties and support revenue from an application developed by DIAGNOS, named DHS (Dynamic Hit Scoring). DHS 
algorithms mine data from patterns which exist in new songs, and compare those patterns to those songs that have been recent hits in 
the US. Currently, DHS is showcased on the website Hitlab.com; and, 

■ Consulting:  DIAGNOS provides a range of statistical, and software consulting services, specializing in multimedia mining, 
segmentation, profiling, prediction and targeting. 

The shares of DIAGNOS are listed on the TSX Venture Exchange under the symbol ADK. More information concerning DIAGNOS is 
available by consulting the corporate website at www.diagnos.com and the SEDAR website at www.sedar.com. 
 
Notice to readers 
 
The following discussion, dated June 27, 2011, analyses the financial situation of the Corporation as at March 31, 2011 and should be 
read in conjunction with the consolidated financial statements and accompanying notes. These consolidated financial statements have 
been prepared in accordance with Canadian Generally Accepted Accounting Principles (GAAP). The currency used is the Canadian dollar. 
 
The information contained in this management discussion and analysis was approved by the Board of Directors on June 27, 2011. 



 

 P
ag

e 
13

 

Forward-looking statements 

 
This document contains certain forward-looking statements with respect to the Corporation.  These forward-looking statements, by their 
nature, necessarily imply 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 assumptions regarding future events, many of which are beyond our control, may ultimately prove to be incorrect 
since they are subject to risks and uncertainties that affect the Corporation.  These risks and uncertainties include risks associated with 
market acceptance, competitive developments, world economic situation 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 

 

 

2011 2010 

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1 

March 31, 
2011 

Dec. 31, 
2010 

Sept. 30, 
2010 

June 30, 
2010 

March 31, 
2010 

Dec. 31, 
2009 

Sept. 30, 
2009 

June 30, 
2009 

 $ 

Revenue 441,002  224,272  273,939  135,300  141,193  142,495  21,507  52,878  

Net income (loss) 75,272  (206,903) (482,609) (460,031) (397,162) (443,201) (549,089) (521,386) 

Comprehensive income (loss) (257,293) 112,014  (455,551) (438,916) (328,280) (374,601) (531,989) (514,286) 

Comprehensive income (loss) per 
share 

(0.00) 0.00  (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) 

 
Summary of annual results 

 

 
March 2011 March 2010 March 2009 

$ 

Revenue 

Net loss 

Comprehensive loss 

Basic and diluted loss per share 

Assets 

1,074,513 

1,074,271 

1,039,746 

0.02 

1,513,768 

358,073 

1,910,838 

1,749,156 

0.04 

2,273,691 

1,885,956 

2,079,903 

2,099,693 

0.05 

2,662,755 
 
Bookings 

 
Bookings are defined by new sales orders received during a period of time. 
 
During the fiscal year ended March 31, 2011, bookings amounted to $1,293,613 compared to $396,737 for the fiscal year ended March 31, 
2010. The table below shows the comparative bookings and revenues for the fiscal years ended March 31, 2011 and 2010. 
 

 Fiscal year ended March 31, 

 
2011 2010 

       $ 

Opening backlog 

Bookings 

Revenues 

141,234  

1,293,613  

(1,074,513) 

102,570  

396,737  

(358,073) 

Ending backlog 360,334  141,234  
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Results analysis 

 
Net income results 

 
For the fourth quarter ended March 31, 2011, the net income amounted to $75,272, an increase of $472,434 over the net loss of $397,162 
for the comparative quarter which ended March 31, 2010. This positive variance of $472,434 is mainly ascribable to the increase of 
$299,809 in revenue and the gain on disposal of investments in shares in the amount of $236,964.  For the fiscal year ended 
March 31, 2011, the net loss amounted to $1,074,271, a decrease of $836,567 or 44% over the amount of $1,910,838 for the comparative 
fiscal year ended March 31, 2010. This positive variance of $836,567 in the net loss for fiscal year 2011 is mainly ascribable to the 
increase of $716,440 in revenue in the same period. 

 
Revenue 
 
For the fourth quarter ended March 31, 2011, revenues amounted to $441,002, an increase of $299,809 over the amount of $141,193 for 
the comparative quarter ended March 31, 2010. For the fiscal year ended March 31, 2011, revenues amounted to $1,074,513, an increase 
of $716,440 over the amount of $358,073 for the comparative fiscal year ended March 31, 2010. Comparative revenue figures, per 
business segment, for the quarters and the fiscal years ended March 31, 2011 and 2010 are detailed as follows: 
 

 
 Quarter ended March 31,  Fiscal year ended March 31, 
 2011 2010 Variance  2011 2010 Variance 

Business segment  $  $ 
 
Natural resources 436,442 100,693 335,749   930,738 251,260 679,478  
Healthcare – Equipments - - -   27,150 - 27,150  
Healthcare – Services 560 - 560   875 - 875  
Media 4,000 40,500 (36,500)  57,250 66,313 (9,063) 
Consulting - - -   58,500 40,500 18,000  
Total 441,002 141,193  299,809   1,074,513 358,073 716,440  
 
General, sales and administrative (GS&A) 
 
For the fourth quarter ended March 31, 2011, GS&A expenses amounted to $429,818, an increase of $17,707 or 4.3% over the amount of 
$412,111 for the comparative quarter ended March 31, 2010. For the fiscal year ended March 31, 2011, GS&A expenses amounted to 
$1,866,252, an increase of $327,371 or 21% over the amount of $1,538,881 for the comparative fiscal year ended March 31, 2010. These 
increases are mainly due to the increase in business development expenses related to the market introduction of CARA. 
 
The compensation expense related to the stock option plan amounts to $115,790 for the fiscal year ended March 31, 2011 compared to 
$65,080 for the fiscal year ended March 31, 2010. This increase of $50,710 is mainly due to a higher average value per option granted in 
the current fiscal year compared to fiscal year ended March 31, 2010. 
 
Research and development (R&D) and refundable tax credits on R&D expenses 
 
For the fourth quarter ended March 31, 2011, R&D expenses amounted to $162,469, a decrease of $13,538 over the amount of $176,007 
for the comparative quarter ended March 31, 2010. For the fiscal year ended March 31, 2011, R&D expenses amounted to $614,125, a 
decrease of $4,087 over the amount of $618,212 for the comparative fiscal year ended March 31, 2010. This decrease of $4,087 is mainly 
due to a decrease in consultants’ fees relating to CARA. 
 
A refundable tax credits provision related to these R&D expenses in the amounts of $59,675 for the fourth quarter and of $178,206 for the 
fiscal year ended March 31, 2011, compared to $106,189 and $213,189 respectively for the comparative periods ended March 31, 2010, 
were accrued according to the eligibility conditions regarding refundable governmental tax credits programs. During these periods, our 
team of scientists continued their work on the improvement of CARDS and the development of an analytical software tool to help health 
specialists in the detection of diabetic retinopathy. The development of new features and applications is an important competitive 
differentiator for DIAGNOS. 
 



 

 P
ag

e 
15

 

Geology 
 
For the fourth quarter ended March 31, 2011, geology expenses amounted to $42,100, an increase of $12,029 or 40% over the amount of 
$30,071 for the comparative quarter ended March 31, 2010. For the fiscal year ended March 31, 2011, geology expenses amounted to 
$204,533, an increase of $50,258 or 33% over the amount of $154,275 for the comparative fiscal year ended March 31, 2010. These 
increases are mainly due to the increase in travel and subcontractors expenses amid the increase in new exploration sales contracts in the 
last three quarters. 
 
Interest income 
 
Interest income amounted to $1,876 for the fourth quarter ended March 31, 2011 compared to $7,505 for the quarter ended 
March 31, 2010. For the fiscal year ended March 31, 2011, interest income amounted to $8,790 compared to $15,438 for the fiscal year 
ended March 31, 2010. The decrease of $6,648 or 43% in the current fiscal year is explained by lower returns and lower amounts invested 
in short term investment instruments. 
 
Gain on disposal of investments 
 
During the fiscal year ended March 31, 2011, the Corporation sold 1,449,412 shares, representing 86% of its portfolio of investments in 
publicly traded companies. These disposals resulted in a gain of $238,929 in the fourth quarter of fiscal year ended March 31, 2011 and of 
$501,985 for the entire fiscal year ended March 31, 2011. The difference of $1,965 between the amount shown on consolidated statement 
of earnings of $500,020, for the fiscal year ended March 31, 2011, and the gain on disposal of shares of publicly traded companies of 
$501,985, for the same period, is explained by a loss on disposal of tradable guaranteed investment certificates. 
 

Cash flows analysis 

 
Working capital, cash flows and liquidity 

 
As at March 31, 2011, the working capital amounts to $870,797 compared to $1,528,106 as at March 31, 2010. 
 
The net changes in cash for the current and the comparative quarters and fiscal years ended March 31, 2011 and 2010 can be 
summarized by increases (decreases) in cash from: 
 

 
Quarter ended March 31,  Fiscal year ended March 31, 

2011 2010  2011 2010 
$  $ 

Operating activities (350,806) (332,176)  (1,408,841) (1,506,911) 
Investing activities 484,745  394,608   1,375,495  377,243  
Financing activities 2,367  63,500   124,283  1,255,871  

136,306  125,932   90,937  126,203  
 
Cash flows from operating activities:  The net negative change in non-cash balances related to operations of $217,446 is the main 
contributor to the decrease in cash from operating activities in the amount of $350,806 for the fourth quarter ended March 31, 2011.  The 
net loss of $1,074,271 for the fiscal year ended March 31, 2011 is the main contributor to the decrease in cash from operating activities of 
$1,408,841 for that same period. 
 
Cash flows from investing activities:  The net increases in cash from investing activities in the quarters and fiscal years ended 
March 31, 2011 arose mainly from the net proceeds of temporary investments and investments in shares needed to fund the operating 
activities. 
 
Cash flows from financing activities:  The net increases in cash from financing activities in the quarter and fiscal year ended 
March 31, 2011 arose from the exercise of stock options. The net increase in cash from financing activities of $1,255,871 in the fiscal year 
ended March 31, 2010 arose from the exercise of stock options and the proceeds of a private placement in the amount of $1,200,000 that 
was announced in the third quarter ended December 31, 2009. 
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Balance sheets analysis 

 
Temporary investments 

 
Temporary investments in the amount of $455,229, as at March 31, 2011, consist of guaranteed investment certificates issued by a 
Canadian chartered bank and preferred shares of publicly traded companies. From March 31, 2010 to March 31, 2011, temporary 
investments decreased by $831,537 in order to fund the operating activities. 
 
Amounts receivable and allowance for doubtful accounts 

 
As at March 31, 2011, amounts receivable of $380,765 include refundable R&D tax credits in the amount of $186,700 and customer 
receivables in the amount of $193,290. No allowance for doubtful accounts was needed to be recorded at March 31, 2011. 
 
Investments 

 
The amount of $200,587, presented under “Investments” on the consolidated balance sheet as at March 31, 2011, reflects the value of 
shares of private and publicly traded companies held by the Corporation. These financial instruments are classified as available for sale 
and are measured at fair value. Shares in private companies are carried at $1 because it is not possible to establish a fair value. Variations 
in fair value are presented under “Other element of comprehensive income (loss)” on the consolidated statements of earnings and 
comprehensive loss. The following table presents the changes which have occurred during the fiscal year ended March 31, 2011. 
 

 Number of shares  $ 

Balance, beginning of year 3,775,551  348,182  
Proceeds from disposals (1,449,412) (684,105) 
Gains on disposals -  501,985  
Accumulated variances in fair value at time of disposals -  (501,985) 
Variances in fair value -  536,510  
Balance, end of year 2,326,139  200,587  

 
The following table presents the value of those shares per sector as at March 31, 2011: 
 
  As at  
  March 31, 2011 March 31, 2010 
Business segment  $ 
 
Natural resources  200,587 341,573 
Healthcare  - 6,609 
Total  200,587 348,182 

 
These investments arose from payments in the form of securities from clients for services rendered or products delivered. The Corporation 
does not hold enough shares to have a significant influence over these companies. 
 
Capital assets 

 
Capital assets consist of office equipments, computer equipments and leasehold improvements.  
 
For the fiscal year ended March 31, 2011, additions to capital assets amounted to $87,938 compared to $29,424 for the fiscal year ended 
March 31, 2010. These additions are mainly comprised of three fundus cameras used to help develop and demonstrate the CARA 
technology in the detection of diabetic retinopathy. 
 
Amortization of capital assets amounted to $64,550 for the fiscal year ended March 31, 2011 compared to $70,132 for the fiscal year 
ended March 31, 2010. The decrease of $5,582 is mainly due to the decrease in purchases of fixed assets during fiscal year 2010. 
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Intangible assets 

 
Intangible assets consist of computer software and mineral claims. As part of its business strategy, DIAGNOS uses its proprietary software 
application named CARDS (Computer Aided Resources Detection System) to help identify areas of similarity to known areas of 
mineralization with a high statistical probability. DIAGNOS then acquires mining claims in those areas with the goal of reselling these 
claims along with the results from CARDS.  
 
For the fiscal year ended March 31, 2011, additions to intangible assets amounted to $51,774 compared to $9,308 for the fiscal year 
ended March 31, 2010. The increase of $42,466 is mainly related to the purchase of new mining claims in the Abitibi region of the province 
of Quebec. 
 
Amortization of intangible assets amounted to $61,390 for the fiscal year ended March 31, 2011 compared to $116,038 for the fiscal year 
ended March 31, 2010. The decrease of $54,648 is due to the decrease in purchases of mining claims in the last fiscal year ended March 
31, 2010. 
 
Deferred revenue 

 
The amount of $82,534, presented under “Deferred revenue” on the consolidated balance sheet as at March 31, 2011, is comprised of 
services or goods invoiced before the services are rendered or the goods are delivered. 
 
Commitments 
 
Commitments consist of office space lease for a total obligation of $751,500 for the next five years starting April 1, 2011. As at 
March 31, 2011, the Corporation has not entered into any other off-balance sheet arrangement. 
 
Contingencies 

 
As at March 31, 2011, the Corporation is not party to any legal proceedings or disputes. 
 
Subsequent event 

 
On May 26, 2011, the Corporation completed a private placement and issued 11,090,345 common shares and 5,745,173 stock warrants 
for gross cash consideration of $3,216,200. 
 

Royalty agreements 

 
Under specific agreements, DIAGNOS is entitled to receive payments arising from economic resource discoveries made as a result of 
CARDS. These royalties are payable in shares, in cash or net smelter returns on revenues derived from mining operations within the limits 
of the properties as defined in the agreements. As at March 31, 2011, no revenues were derived from these mining royalties. 
 
Under an agreement with the promoters of Hitlab.com, the Corporation is entitled to receive a royalty of $3 per song analyzed using the 
“Dynamic Hit Scoring” technology developed by the Corporation. As at March 31, 2011, cumulative earned royalties under this agreement 
amounted to $8,063. 
 
Share information 

 
As at March 31, 2011, the Corporation had the following common shares and convertible securities outstanding: 
 

Common shares 52,343,343 
Stock options  5,353,688 
Stock warrants 3,000,000 
 60,697,031 
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Significant accounting policies 
 
a) Revenue recognition 

 
Data mining and project management services generally involve the delivery of services and products. Revenue derived from services 
is recognized over the period in which the services are rendered when there is no uncertainty regarding collection. Revenue derived 
from products is recognized upon delivery to the customer. Any unbilled services rendered are presented under “Work in progress” on 
the consolidated balance sheets. Any amount invoiced before the delivery of services or goods is presented under “Deferred revenue” 
on the consolidated balance sheets. 
 
Revenue from the sale of options on mineral exploration claims is recognized upon transfer of rights to the customer. Any amount 
invoiced which does not meet the revenue recognition conditions related to this type of sale is presented under “Deferred revenue” on 
the consolidated balance sheets. 
 
Gain or loss from the sale of mineral claims is recognized when the title of ownership is transferred to the customer. Any amount 
invoiced which does not meet the revenue recognition conditions related to this type of sale is presented under “Deferred revenue” on 
the consolidated balance sheets. 
 
Where the arrangement includes multiple separate elements, the Corporation evaluates these arrangements to determine whether the 
multiple elements have value to the customer. In these cases, revenue is allocated to each element based on their fair values and 
recognized when the above-noted revenue recognition criteria have been met. 
 
In any situation, when the anticipated costs of a contract are more likely than not to exceed the total revenue from the contract, then a 
provision for the anticipated loss is recognized in the period in which it occurs. 
 
Revenue recognition requires making significant estimates when revenue is recognized over a period of time or when the arrangement 
includes multiple elements. For revenue recognized over a period of time, management makes estimates concerning the projected 
costs, the projected profit margin and the percentage of completion. When the arrangement includes multiple elements, management 
makes estimates concerning the fair value of each element based on the characteristics of each arrangement and the market 
conditions. Estimates are regularly reviewed and revised by the management to ensure their accuracy. 
 

b) Stock-based compensation and warrant valuation 

 
The Corporation recognizes the fair value of 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.  Upon 
exercise of options, the accumulated compensation is reduced from the contributed surplus and added to share capital. 
 
The fair value of warrants issued is measured and accounted for using the Black - Scholes valuation model with a corresponding 
adjustment to contributed surplus.  Upon exercise of warrants, the value of those warrants is reduced from the contributed surplus and 
added to share capital. 
 

c) International Financial Reporting Standards (IFRS) 

 
The Accounting Standards Board of Canada has announced that accounting standards in Canada (GAAP), as used by public 
companies will be converged to IFRS. IFRS are based on a similar conceptual framework to Canadian GAAP. However, there are 
significant differences in recognition, measurement and disclosures. 
 
The changeover date for DIAGNOS from current Canadian GAAP to IFRS will be April 1, 2011. Thus, the first interim reporting under 
IFRS will be for the three months ending June 30, 2011, for which comparative figures will be prepared under IFRS as well as opening 
IFRS balance sheet as at April 1, 2010.  
 
The information contained in this section is provided to allow investors and others to obtain a better understanding of our IFRS 
changeover plan. Readers are cautioned, however, that it may not be appropriate to use such information for any other purpose. This 
information also reflects our most recent assumptions and expectations; circumstances may arise, such as changes in IFRS, 
regulations or economic conditions, which could have an impact on these assumptions or expectations. 
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The Corporation’s transition plan objective is to perform a comprehensive conversion from Canadian GAAP to IFRS. The plan is 
comprised of three phases: 
 
! Scope and plan; 
! Convergence; 
! Implementation and review. 
 
The main activities related to the key elements of each phase are detailed as follows: 
 

Key elements Phase 1: Scope and plan Phase 2: Convergence Phase 3: Implementation and review 

Activities 
Accounting and 
reporting 

• Determine impact of IFRS to 
current reporting 

• Determine impact of IFRS on the 
entire organization 

• Prepare for IFRS conversion by 
making policy and disclosure choices 

• Design IFRS compliant 
internal/external reporting 

• Prepare IFRS compliant financial 
statements and reporting 

• Deploy procedure to monitor 
changes in IFRS standards 

Internal controls • Determine the impact of IFRS on 
controls and governance 

• Design controls to align with IFRS 
conversion requirements and to 
ensure accuracy of reporting and 
adherence to timelines 

• Develop approach for maintaining 
and updating control framework 

Process and Systems • Analyze IFRS impacts to 
accounting, reporting, 
consolidation, and reconciliation 
processes 

• Evaluate the impact on financial 
systems and architecture 

• Design future state accounting, 
reporting, consolidation, and 
reconciliation processes 

• Design future state IT systems to 
incorporate IFRS reporting 

• Configure, convert, test, and deploy 
system enhancements 

 

Training / Education • Assess IFRS impacts on training 
and learning needs 

• Design new training/education 
services to preparers and end-users 
of financial information under IFRS 

• Make available and deliver ongoing 
training/education services to 
internal and external parties 

Timeline • From April 1, 2009 to March 31, 
2011 

• From April 1, 2010 to June 30, 2011 • From April 1, 2011 to March 31, 
2012 

 
As at March 31, 2011, the Corporation is progressing according to schedule and has completed the diagnosis of the principal 
differences and impacts between Canadian GAAP and IFRS. At this time, it is not possible to precisely quantify the impacts of such 
changes on the financial statements. However, from our analysis and comprehension of these new standards, we can categorize these 
impacts as High (important), Medium (less important) or Low (less significant) as described in the below table:  
 

Topic Category Description / comments Impacts 

    
IFRS 1 – First-time 
adoption of IFRS 

• High • Mandatory for first-time adopters of IFRS standards 
• Provides guidance, rules, exceptions and exemptions. 

For example, full retrospective application of IFRS 2 
“Share-based Payment” may be avoided for certain 
share-based instruments depending on the grant 
date, vesting terms and settlement of any related 
liabilities 

• Preparation of an opening IFRS statement 
of financial position (balance sheet) as  at 
April 1, 2010 

• Key decisions are being discussed around 
which exemption(s) to select 

 
    
IFRS 2 – Share-based 
payment transactions 

• High • The Corporation has a stock option plan with vesting 
conditions 

• IFRS 2 requires that an estimate of forfeitures (e.g. 
due to employees leaving the Corporation) be 
factored into the determination of the expense 

• IFRS 2 requires that when share-based payments 
vest in instalments, each instalment is treated as a 
separate arrangement and will impact the 
compensation expense calculation 

• Current models in place are being revised 
in order to ensure that an estimate of 
forfeitures is implicit in the calculation of 
the expense under IFRS  

• Retrospective application of IFRS 2 will 
require some efforts due to the fact that 
the plan was put in place several years 
ago 
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Topic Category Description / comments Impacts 

    
IAS 34 – Interim 
financial reporting 

• Medium 

 

• The first interim financial statements for the period 
of April 1, 2011 to June 30, 2011 will require IFRS 
financial figures for the comparative period ended 
June 30, 2010 

• Financial statements and notes to financial 
statements prepared under IFRS typically look a 
little different from those under Canadian GAAP 
and contain more information such as 
reconciliations and continuity analysis, qualitative 
information on the justifications behind the choices 
of standards made by the Corporation 

• The Corporation has put in place 
processes to gather all required 
information including those required 
for reconciliation purposes 

    
IAS 37 – Provisions, 
contingent liabilities and 
contingent assets 

• Medium • IAS 37 covers a number of areas which are 
addressed in different standards under Canadian 
GAAP 

• A contingent liability is an item that is not 
recognized under IFRS. A contingent loss that is 
accrued for under Canadian GAAP would be 
classified as a provision under IFRS 

• Legal counsel is being informed of 
revised terminology and impacts has 
been considered on liability recognition 

• Judgment is required in determining 
whether certain previously 
unrecognized items should be provided 
for under IAS 37. Controls and 
processes are being established to 
capture such items 

   
IFRS 6 – Exploration for 
and evaluation of 
mineral resources 

IAS 18 – Revenue 

IAS 32 – Financial 
instruments; 
Presentation 

IAS 39 – Financial 
instruments: 
Recognition 

IIFRS 7 – Financial 
instruments: 
Disclosures 

IAS 7 – Statement of 
cash flows 

IAS 36 – Impairment of 
assets 

IAS 16 – Property, plant 
and equipment 

IAS 11 – Construction 
contracts 

• Low • While some differences may exist, the relative significance of these differences on the Corporation 
is expected to be less pervasive than for the medium and high impact areas already identified 
above 

• For instance, revenue from long term service contracts is recognized using the percentage-of-
completion method. IAS 18 – Revenue states that when reliable estimates of progress cannot be 
made, revenue is recognized up to the corresponding expenses whereas, per Canadian GAAP, 
revenue would be recognized only when delivery has occurred  
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Risk analysis 
 
With regards to the Corporation’s general activities: 
 
! Profitability - The Corporation has not realized any profits from its operations since its inception. However, the Corporation has been 

able to operate on a continuous basis. The Corporation's ability to continue is dependent on financing and on achieving and 
maintaining profitable operations. 
 

! Nature of services – The Corporation offers data mining and interpretation services based on proprietary data mining software 
applications. Data mining is mainly used to extract knowledge from a set of data. This extraction of knowledge is an interpretation of a 
given situation with the assistance of a software program. As with many software applications, the results have to be reviewed and 
validated by the client’s staff. When rendering data mining services to its clients, DIAGNOS mitigates the perception of risk by including 
disclaimer clauses and warranty limitations to indicate clearly the client’s responsibility towards the results. 
 

! Intellectual Property – The market in which the Corporation competes may include new or existing entrants that own, or claim to own, 
intellectual property, and the Corporation may have to defend itself which can be time-consuming and costly. In some cases, 
DIAGNOS may be unable to protect its proprietary technology adequately against unauthorized third-party use or copying through 
reverse-engineering processes which could adversely affect its competitive position. Additionally, DIAGNOS may be faced with 
individuals and groups who have purchased intellectual property assets for the sole purpose of making claims of infringement and 
attempting to extract substantive settlements from established companies. 
 

! Litigation and disputes – In the normal course of its activities, the Corporation may be party to various legal proceedings and disputes 
with customers and suppliers. Legal proceedings may include undetected errors or malfunctions of our services and products, or claims 
relating to applicable securities laws. A product liability or securities class action could negatively impact our business because of the 
costs of defending the lawsuit, diversion of employees’ time and attention, and potential damage to our reputation. Our insurance policy 
may not cover all potential claims, or may not be adequate to cover all costs incurred in defence of potential claims or to indemnify us 
for all liability that may be imposed. 
 

! Revenue recognition – Most sales (greater than 80%) involve the delivery of services exceeding three months which has an impact on 
the revenue amount presented in the financial statements of the Corporation. Revenue is recognized over the period in which the 
services are rendered when there is no uncertainty regarding collection. Where the arrangement includes multiple separate elements, 
the Corporation evaluates these arrangements to determine whether the multiple elements have value to the customer. In these cases, 
revenue is allocated to each element based on their fair values and recognized when the above-noted revenue recognition criteria have 
been met. Revenue recognition requires making significant estimates when revenue is recognized over a period of time or when the 
arrangement includes multiple elements. For revenue recognized over a period of time, management makes estimates concerning the 
projected costs, the projected profit margin and the percentage of completion. When the arrangement includes multiple elements, 
management makes estimates concerning the fair value of each element based on the characteristics of each arrangement and the 
market conditions. Estimates are regularly reviewed and revised by the management to ensure their accuracy. In any situation, when 
the anticipated costs of a contract are more likely than not to exceed the total revenue from the contract, then a provision for the 
anticipated loss is recognized in the period in which it occurs. 
 

! Tax credits programs – DIAGNOS benefits from research and development (R&D) tax credits where approximately 25% of its R&D 
expenses are refunded under a specific program sponsored by the government of the province of Quebec. Amendments to this 
program which would reduce the scope of expenses eligible for refund, or its termination, will result in net increases in R&D expenses. 
Additionally, audits by tax authorities are performed from time to time and may result in negative impacts on our balance sheet. 
 

! Investing activities – The Corporation accepts payment in shares from clients for services rendered. Shares traded on a public or 
private market are subject to market volatility. The Corporation’s policy regarding investments in shares is to benefit from increases in 
their value. The Corporation sells shares when there are clear indications that any decrease in value is permanent. The Corporation 
may also sell or liquidate those investments to fund operating activities. 
 

! Volatility of markets – The shares of the Corporation are traded on the TSX Venture market and, as with any shares traded on a public 
market, are subject to volatility. 
 

! Human resources – The Corporation must attract and retain highly skilled employees and partners with software development and data 
mining knowledge to be able to stay ahead of competition and up to date with technology changes. 
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With regards to the introduction of CARA: 
 
! Market acceptance – CARA success will depend upon achieving market acceptance in a changing healthcare environment. There can 

be no assurance that CARA will be accepted and that DIAGNOS will be able to respond effectively to changes in technology or 
customers demands. 
 

! Regulatory approvals – Numerous statutes and regulations govern the manufacture and sale of medical or healthcare products in 
Canada, the United States and other countries. The process of obtaining necessary regulatory approvals can be lengthy, expensive, 
and uncertain. 
 

! Product interaction and product support – CARA is an in-house hosted web-based application that integrates fundus cameras from 
leading camera suppliers with an image processing engine over a secure connection. New camera products or new features on 
existing products may affect compatibility of CARA and may require additional development work or support to insure adaptability. Lack 
of support or termination of relationships with the leading fundus camera manufacturers would negatively impact our business. 
 

! Sales strategy – The Corporation marketing plan is to market services from CARA worldwide. To achieve this goal, DIAGNOS has 
chosen to rely mainly on resellers. If the Corporation is unable to build and support effective distribution channels, sales will most likely 
be negatively impacted or delayed and the Corporation may have to review its sales strategy. 
  

! Foreign market environment – International operations carry certain risks and associated costs in managing a business abroad, such 
as complications in compliance with, and unexpected changes in, legal and regulatory restrictions or requirements, matters governing 
privacy of personal information, foreign currency fluctuations, difficulties in collecting accounts receivable, withholding taxes 
regulations, uncertainties of laws and enforcement relating to intellectual property and privacy rights and unauthorized copying of 
software. 
 

! Reimbursement of healthcare costs – Depending on the country’s regulations with regard to the reimbursement of healthcare costs by 
public or private organizations, services from CARA might not be approved for reimbursement or be subject to specific limits.   
 

! Budgets and forecasts – Sales forecasts are currently prepared, for the most part, from our appreciation and interpretation of the 
addressable screening markets for retinopathy. Additionally, the Corporation is assuming that it will benefit from repetitive revenues 
based on the fact that patients screened for retinopathy need to be followed up on a regular basis. Actual results and renewal rates 
may differ from anticipated levels and any decline will negatively impact our business.  

 
Outlook 
 
Natural resources (CARDS) 
 
The majority of DIAGNOS’ revenues are generated from services rendered to exploration companies active in the mining industry.  
DIAGNOS uses its proprietary software application named CARDS (Computer Aided Resources Detection System) to help mineral 
exploration professionals identify areas of similarity to known areas of mineralization with a high statistical probability. In combination with 
modern exploration techniques, CARDS is a useful tool to save both money and time by limiting target areas for exploration. These target 
areas are presented either in two dimensions (2D) or in three dimensions (3D). In addition to target generation, DIAGNOS offers project 
management services including geological consulting services. 
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Illustration of CARDS 2D 

 

Illustration of CARDS 3D 

 
 

On May 9, 2011, the Quebec government announced a major economic development project:  the “Plan Nord”. This project, quoted by 
Quebec Premier Jean Charest, as “the project of a generation”, will be carried out over a period of 25 years. It will lead to over $80 billion 
in investments during that time and create or consolidate, on average, 20,000 jobs a year. The territory that the Plan Nord covers 
encompasses all of Quebec's territory north of the 49th parallel. It covers nearly 1.2 million km2 and accounts for roughly 72% of Quebec's 
geographic area. All sorts of mineral ore abound in Northern Quebec: nickel, cobalt, platinum group metals, zinc, iron ore and ilmenite.  
 
The territory also accounts for a significant portion of gold production. Lithium, vanadium and rare-earth metals, for which international 
demand is growing since they are used increasingly in the energy, transportation and high-technology sectors, are also found there.  
Considering that this territory was less explored in the past, the CARDS solution can help guide the explorations crews to the mineral 
zones with the highest potential. 
 
For the next several years, we will focus our efforts on showcasing and demonstrating our CARDS technology to exploration companies 
active in Northern Quebec. We will also continue to acquire mining claims based on the results from our CARDS technology on the data 
related to these claims.  The most interesting properties will then be promoted to our prospects and existing clients. 
 
Healthcare (CARA) 
 
According to a recent study published in the British journal Lancet, the number of adults with diabetes has doubled world-wide over the last 
three decades to nearly 350 million today. The disease is growing dramatically in emerging countries, and the number of diabetics could 
reach 438 million in 20 years according to the International Diabetes Federation. Diabetes causes vascular complications not only in the 
heart and kidneys, but also in the retina of the eye. The disease is the leading cause of blindness among adults under 65. Retinopathy, 
which affects the blood vessels in the eye, is the most serious and most frequent of eye diseases among diabetics. 
 
The Corporation has developed a proprietary set of algorithms and associated platforms to assist eye specialists in the detection of 
diabetic retinopathy. This new application is named CARA which stands for “Computer Aided Retinal Analysis”. The Corporation’s 
management is confident that this application will generate new streams of revenues based on the following factors: 
 
! All diabetics need to be screened for diabetic retinopathy to reduce the risk of blindness and to monitor for progression of disease; 
! Screening of diabetics for diabetic retinopathy is currently done, for the most part, manually and therefore is inefficient; 
! Automating the process leads to better outcomes for diabetics and savings to the healthcare system. 
 
The CARA suite of applications allows an eye care specialist to more clearly visualize both normal retinal landmarks (optic nerve, vascular 
system, macula, fovea), as well as pathological changes (exudates, haemorrhages, micro-aneurisms, neo-vascularisation). 
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Left: Regular image from standard mydriatic or non-mydriatic camera.  Right: CARA enhanced image. 

 

 
 
CARA is not intended to diagnose diabetes, and DIAGNOS does not and will not be providing any diagnostic medical service. CARA does 
however highlight all physical features on a diagnostic image of the retina to make a diagnosis more obvious to the appropriate 
professionals, or to triage images of patients who should consult a qualified specialist without delay. As such, CARA is conceived and 
calibrated to fill a large and growing need in the global healthcare marketplace by playing a critical role in national diabetic screening 
programs. 
 
Given the nature of healthcare systems and of the technology we are marketing, management has taken the following approach to build an 
effective sales pipeline:  

 
! Generate direct sales to field-prove the product and service;  
! Generate CARA trials with influencers and key opinion leaders;  
! Sign sales distribution agreements with local representatives who know the intricacies of their local markets;  
! Actively support resellers in particular assisting them with trials and closing sales thereby greatly extending the territory covered without 

a large internal team;  
! Sign channel agreements with key equipment manufacturers and other “vertical” partners capable of jointly offering a turn-key solution 

to clients;  
! Comply with regulatory bodies such as the US FDA in 2011, and with European requirements in 2012; and finally, 
! Prepare formal scientific publications of CARA results in peer-reviewed journals through the execution of formal external clinical trials. 
 
During fiscal year 2011, DIAGNOS’ Healthcare business unit focused on refining the CARA technology platform including continued 
improvement and testing of algorithms, completion of a web interface and image transfer software, preparation for the start of two formal 
clinical trials, and continued execution of our regulatory strategy with the FDA, as well as on business development activities including 
successful execution of field trials with prospective customers, presence at medical conferences, development of relationships with 
governments and NGOs, identification and training of resellers. DIAGNOS now has a presence either directly or through resellers in North 
America (Canada, USA and Mexico) and Asia (China, India, Vietnam and most countries of the Gulf Cooperation Council). 
 
Media (DHS) 
 
The Corporation has developed a set of algorithms that can predict if a song has the potential to become a commercial hit. This technology 
is called DHS which stands for “Dynamic Hit Scoring”.  DHS breaks down a song into variables such as pitch, tempo, etc. and compares its 
structure to the songs from the top 100 Billboard ® charts over a period of six years. The more the song’s patterns resemble the ones of 
hits, the higher it scores. DHS technology is showcased on the website Hitlab.com. Hitlab is an online lab where musicians can come and 
test out their songs to find out if they have a potential hit on their hands. 
 
Consulting services 
 
DIAGNOS provides a broad range of statistical and software consulting services to corporations in multimedia, natural resources, 
healthcare and other sectors, for such purposes as segmentation, profiling, prediction and targeting. DIAGNOS also develops custom data 
mining applications and solutions based on the client needs. 
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Management’s Responsibility for Financial Reporting 
 

Management is responsible for the preparation of the consolidated financial statements and other financial information relating to the 
Corporation included in this annual report.  The consolidated financial statements have been prepared in accordance with Canadian 
generally accepted accounting principles and necessarily include amounts based on estimates and judgments. 
 
Our independent auditor, Samson Bélair / Deloitte & Touche, s.e.n.c.r.l., was engaged to express a professional opinion on the 
consolidated financial statements. According to the independent auditor’s report, its audit is conducted in accordance with Canadian 
generally accepted auditing standards and includes tests and other procedures, which allow the auditor to report whether the 
consolidated financial statements prepared by management are presented fairly in accordance with Canadian generally accepted 
accounting principles. 
 
The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting. The Board of 
Directors discusses with the independent auditor the results of their audit and its independent auditor’s report and approves the 
issuance to Shareholders of the consolidated financial statements.  The Audit Committee has the responsibility to review the 
consolidated financial statements before their approval. 
 
The Board of Directors has approved the Corporation’s consolidated financial statements. 
 

 
 
 
 
 

 
 
 
 

 
 
 
 

Philip Renaud 
Chairman of the board 
June 27, 2011 
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Independent Auditor’s Report 
 
To the Shareholders of DIAGNOS inc.: 
 
We have audited the accompanying consolidated financial statements of DIAGNOS inc., which comprise the consolidated balance 
sheets as at March 31, 2011 and 2010, and the consolidated statements of earnings and comprehensive income, of deficit and of cash 
flows for the years then ended, and a summary of significant accounting policies and other explanatory information. 
 
MANAGEMENT’S RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL STATEMENTS 
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with 
Canadian generally accepted accounting principles, and for such internal control as management determines is necessary to enable the 
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error. 
 
AUDITOR’S RESPONSIBILITY 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in 
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material 
misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement 
of the consolidated financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal 
control relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating overall presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit opinion. 
 
OPINION 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of DIAGNOS inc. as at 
March 31, 2011 and 2010, and the results of its operations and its cash flows for the years then ended in accordance with Canadian 
generally accepted accounting principles. 
 
 
EMPHASIS OF MATTER 
Without qualifying our opinion, we draw attention to Note 1 in the consolidated financial statements which indicates that the Company 
has not realized annual profit from operations since its inception. The Corporation's ability to continue as a going concern is dependent 
on financing and on achieving and maintaining profitable operations. These conditions, along with other matters as set forth in Note 1, 
indicate the existence of a material uncertainty that may cast significant doubt about the Corporation's ability to continue as a going 
concern. 
 

 
 
CHARTERED ACCOUNTANTS  

MONTREAL, CANADA 
JUNE 27, 2011 

 
 

(1) Chartered accountant auditor permit No.19996 
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Consolidated Balance Sheets 
 

  As at March 31,  As at March 31, 
 Note 2011  2010 

 $ 
ASSETS     

Current assets     
Cash  347,250   256,313  
Temporary investments 3 455,229   1,286,766  
Amounts receivable 4 380,765   251,839  
Prepaid expenses  19,142   25,027  
   

1,202,386  
  

1,819,945  
     
Investments 5 200,587   348,182  
     
Capital assets 6 85,247   61,859  
     
Intangible assets  7 25,548   43,705  
   

1,513,768  
 
 

 
2,273,691  

     
LIABILITIES     
     
Current liabilities 
Accounts payable and accrued liabilities 
Deferred revenue 

 
8 

 
249,055  

82,534  

 
 
 

 
203,855  

87,984  
 
 

  
331,589  

 
 

 
291,839  

 
Commitments 
 
SHAREHOLDERS’ EQUITY 

 
11 

   

     
Share capital 9 12,640,362   12,446,792  
     
Contributed surplus 10 2,822,377   2,775,874  
     
Deficit  (14,456,977)  (13,382,706) 
     
Accumulated other comprehensive income  176,417   141,892  
   

1,182,179  
 
 

 
1,981,852  

   
1,513,768  

 
 

 
2,273,691  

 
 
See accompanying notes to the consolidated financial statements 
 
These consolidated financial statements were approved by the Board of Directors on June 27, 2011. 

  

Philip Renaud Olivier Lerolle 
Chairman Director 
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Consolidated Statements of Earnings and 
Comprehensive Income 
 

  For the fiscal year ended March 31, 

 
 2011 2010 
 $ 

 
Revenue 

 
1,074,513 

 
358,073  

Cost of goods sold  24,950 -  
   
Gross profit 1,049,563 358,073  
   
Expenses   
 
General, sales and administrative 
Research and development 
Tax credits on research and development expenses 
Geology 
Amortization of capital assets 
Amortization of intangible assets 

 
1,866,252  

614,125  
(178,206) 
204,533  

64,550  
61,390  

 
1,538,881  

618,212  
(213,189) 
154,275  

70,132  
116,038  

 2,632,644  2,284,349  
 
Loss before other income 

 
(1,583,081) 

 
(1,926,276) 

   
Interest income 
Gain on disposal of investments 

8,790  
500,020  

15,438  
-  

 508,810  15,438  
   
Net loss  (1,074,271) (1,910,838) 
   
Other element of comprehensive loss 
Variance in fair value of investments 
Accumulated variances in fair value of investments at time of disposals 

 
536,510  

(501,985) 

 
161,682  

-  
 34,525  161,682  
   
Comprehensive loss (1,039,746) (1,749,156) 

   
Basic and diluted comprehensive loss per share (0.02) (0.04) 

   
Weighted average number of common shares outstanding 52,258,364  47,984,103  

 
 
See accompanying notes to the consolidated financial statements 
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Consolidated Statements of Deficit 
 

  For the fiscal year ended March 31, 

 
 2011 2010 
 $ 

 
Balance, beginning of year (13,382,706) (11,471,868) 
   
Net loss (1,074,271) (1,910,838) 
   
Balance, end of year (14,456,977) (13,382,706) 

 
 
See accompanying notes to the consolidated financial statements 
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Consolidated Statements of Cash Flows 
 

  For the fiscal year ended March 31, 

 
 2011 2010 
 $ 

 
Cash flows from operating activities 

  

Net loss  (1,074,271) (1,910,838) 
 
Items not affecting cash 
 Amortization of capital assets 
 Amortization of intangible assets 
 Loss (gain) on sale of intangible assets 
Revaluation of temporary investments 

 Stock-based compensation expense 
 Gain on disposal of investments 

 
 

64,550  
61,390  
3,914  
3,097  

115,790  
 (500,020) 

 
 

70,132  
116,038  

(1,532) 
 

65,080  
-  

   
 (1,325,550) (1,661,120) 
   
Net change in non-cash operating working capital items (83,291) 154,209  
   
 (1,408,841) (1,506,911) 
   
Cash flows from investing activities   
Additions to temporary investments (886,153) (1,205,902) 
Proceeds from disposals of temporary investments 1,712,628  1,601,677  
Proceeds from disposals of investments 684,105  -  
Additions to capital assets (87,938) (29,424) 
Additions to intangible assets (51,774) (9,308) 
Proceeds from sales of capital assets -  200  
Proceeds from sales of intangible assets 4,627  20,000  
   
 1,375,495  377,243  
   
Cash flows from financing activities   
Issuance of shares and warrants, net of issue expenses 124,283  1,255,871  
   
Net change in cash 90,937  126,203  
   
Cash, beginning of year 256,313  130,110  
   
Cash, end of year 347,250  256,313  

 

Non-cash transaction 
 
Value of payments in shares of customer receivables  

  
-  

 
61,388  

 
 
See accompanying notes to the consolidated financial statements 
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Notes to the Consolidated Financial 
Statements 
As at March 31, 2011 and 2010 
 

1. Statutes and nature of activities 
 
The shares of the Corporation are listed on the TSX Venture Exchange.  The Corporation provides data mining and interpretation 
services based on its proprietary suite of data mining software capable of extracting knowledge from historical data. The current 
main applications are used: 
 
• to predict economical mining deposits; 
• to assist health specialists in the detection of diabetic retinopathy; 
• to predict if a song has the potential to become a commercial hit. 
 
Going concern 

 These consolidated financial statements have been prepared on a going concern basis, which presumes the realization of assets 
and discharge of liabilities in the normal course of business for the foreseeable future.  The Corporation has not realized annual 
profit from operations since its inception and there can be no assurance that it will either achieve or maintain profitability in the 
future. 

 
Through issuances of shares, the Corporation has been able to finance its activities and operate on a continuous basis. As stated in 
note 16, on May 26, 2011, as part of a private placement, the Corporation issued 11,090,345 common shares and 5,745,173 stock 
warrants for a cash consideration of $3,216,200. 
 
The Corporation's ability to continue as a going concern is dependent on financing and on achieving and maintaining profitable 
operations. The outcome of these matters cannot be predicted at this time.  These consolidated financial statements do not include 
any adjustments and classifications of assets and liabilities which might be necessary should the Corporation be unable to continue 
its operations. 
 

2. Summary of significant accounting policies 
 
These consolidated financial statements have been prepared in accordance with generally accepted accounting principles (GAAP).  
 
a) Use of estimates 

The preparation of consolidated financial statements requires management to make estimates that affect the amounts of assets 
and liabilities reported in the consolidated financial statements.  Those estimates also affect the disclosure of contingencies at 
the date of the consolidated financial statements and the reported amounts of revenues and expenses during year. 
Management makes estimates related to allowance for doubtful accounts, refundable income tax credits, useful lives of capital 
and intangible assets, stock based compensation, revenue recognition, fair value determinations and certain accrued liabilities. 
Actual results could differ from these 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 and project management services generally involve the delivery of services and products. Revenue derived from 
services is recognized over the period in which the services are rendered, when there is no uncertainty regarding collection. 
Revenue derived from products is recognized upon delivery to the customer. Any unbilled services rendered are presented 
under “Work in progress” on the consolidated balance sheets. Any amount invoiced before the delivery of services or goods is 
presented under “Deferred revenue” on the consolidated balance sheets.  
 
Revenue from the sale of options on mineral exploration claims is recognized upon transfer of rights to the customer. Any 
amount invoiced which does not meet the revenue recognition conditions related to this type of sale is presented under 
“Deferred revenue” on the consolidated balance sheets. 



 

 P
ag

e 
32

 

Gain or loss from the sale of mineral claims is recognized when the title of ownership is transferred to the customer. Any amount 
invoiced which does not meet the revenue recognition conditions related to this type of sale is presented under “Deferred 
revenue” on the consolidated balance sheets. 
 
Where the arrangement includes multiple separate elements, the Corporation evaluates these arrangements to determine 
whether the multiple elements have value to the customer. In these cases, revenue is allocated to each element based on their 
fair values and recognized when the above-noted revenue recognition criteria have been met. 
 
In any situation, when the anticipated costs of a contract are more likely than not to exceed the total revenue from the contract, 
then a provision for the anticipated loss is recognized in the period in which it occurs. 
 
Revenue recognition requires making significant estimates when revenue is recognized over a period of time or when the 
arrangement includes multiple elements. For revenue recognized over a period of time, management makes estimates 
concerning the projected costs, the projected profit margin and the percentage of completion. When the arrangement includes 
multiple elements, management makes estimates concerning the fair value of each element based on the characteristics of 
each arrangement and the market conditions. Estimates are regularly reviewed and revised by the management to ensure their 
accuracy. 
 

d) 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.  Gains and losses 
resulting from translation are reflected in the consolidated statements of earnings and comprehensive income. 
 

e) Investment tax credits 
The Corporation records investment tax credits when it believes it has complied with the eligibility requirements as set out in the 
income tax legislation of Canada and its provinces and collection is reasonably assured. Investment tax credits are recorded in 
reduction of research and development expenses in the consolidated statements of earnings and comprehensive income. 
 

f) Capital assets and amortization  
Capital assets are recorded at cost less accumulated amortization and related tax credits.  Amortization is calculated on their 
estimated useful life using the straight-line method. 

 Annual rates 

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

 
g) Intangible assets and amortization 

i) The mining assets, consisting of mineral claims, are amortized using the straight-line method over the useful life of two 
years. 

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

h) Impairment of long-lived assets 
Long-lived assets, including capital assets and intangible assets subject to amortization, are reviewed for impairment whenever 
events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. If the carrying 
amount exceeds its undiscounted estimated future cash flows, an impairment charge representing the difference between the 
fair value and the carrying amount of the asset is then recognized. Assets to be disposed of are presented separately in the 
notes of the consolidated financial statements and are presented at the lower of the carrying amount or fair value less selling 
costs and are no longer amortized. 
 

i) 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 period 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. 
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j) Research and development expenses 
All expenses related to development activities, which do not meet generally accepted criteria for deferral, and research 
expenses 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. For the comparative periods presented in these 
financial statements, all expenses related to development activities were expensed as incurred. 
 

k) Loss per share 
The loss per share is determined using the weighted average number of common shares outstanding during the year. 
 
The fully diluted loss per share, which is calculated according to the treasury stock method, is equal to the basic loss per share 
due to the anti-dilution effect of the stock option plan. 
 

l) Shares and warrants issue costs 
Shares and warrants issue costs have been applied against the proceeds from the issuance of share capital. 
 

m) Stock-based compensation plan 
Stock-based compensation is recorded as a charge to income, using the fair value obtained by applying the Black - Scholes 
option pricing model, with a corresponding credit to contributed surplus. The compensation expense is recognized over the 
vesting period. Upon exercise of options, the accumulated compensation is reduced from the contributed surplus and added to 
share capital. 
 

n) Financial Instruments 
CICA Handbook Section 3855, "Financial Instruments – Recognition and Measurement", establishes standards for recognizing 
and measuring financial instruments, notably, the classification of financial assets in one of the following categories: "Held to 
maturity", "Held for trading", "Available for sale" or "Loans and receivables", and of financial liabilities in one of the following 
categories: "Held for trading" or "Other financial liabilities". Consequently, the Corporation classified its financial assets and 
liabilities as follows: 
! Cash and temporary investments are classified as assets held for trading and are measured at fair value. Gains and losses 

from periodic revaluation are recognized in net earnings; 
! Amounts receivable are classified as loans and receivables and are measured at amortized cost using the effective interest 

rate method; 
! Investments are classified as available for sale and are measured at fair value. Variations in fair value are recognized in 

other comprehensive income (loss). In the case where the fair value cannot be determined, investments are measured and 
presented at cost. Investments in the form of securities from payment of trade receivables are measured at the receivable 
amount. Any difference between the receivable amount, at settlement date, and the fair value of the shares received is 
recognized in the statement of earnings (loss). Securities of privately-held companies are initially measured at cost and then 
valued at $1 due to the fact that the appraisal of these shares is not possible with available information; 

! Accounts payable and accrued liabilities are classified as other liabilities and are measured at amortized cost using the 
effective interest rate method; and, 

! Transaction costs related to held-for-trading financial assets are expensed as incurred. Transaction costs related to 
available-for-sale financial assets, held-to-maturity financial assets, other liabilities and loans and receivables are added to 
the carrying value of the asset or netted against the carrying value of the liability and are then recognized over the expected 
life of the instrument using the effective interest method. 

The Corporation did not classify any financial asset as "Held to maturity” or any financial liabilities as "Held for trading". 
 

o) Future accounting change: International Financial Reporting Standards (“IFRS”) 

The Accounting Standards Board of Canada has announced that GAAP in Canada, as used by public companies will be 
converged to IFRS. The changeover date from current Canadian GAAP to IFRS, for the Corporation, is for the fiscal year 
beginning on April 1, 2011. IFRS are based on a similar conceptual framework to Canadian GAAP. However, there are 
significant differences in recognition, measurement and disclosures.  The Corporation will convert to these new standards 
according to the timetable set with these new rules. As at March 31, 2011, the Corporation has completed the planning of its 
transition plan and the diagnosis of the principal differences between Canadian GAAP and IFRS. At this time, it is not possible 
to precisely evaluate the impact of such changes on the financial statements. 
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 As at  As at 
 March 31,  March 31, 
 2011  2010 
 $ 

 
3. Temporary investments 

   
Tradable guaranteed investment certificates bearing interests at 2.11% and 3.10% 251,864 - 
Guaranteed investment certificates, bearing interests at 0.15% (2010 – 1.25% and 

1.32%) and maturing from November 30, 2011 and December 7, 2011 (2010 – 
from November 16 to December 7, 2010) 

 
 

81,462 

 
 

1,286,625 
Preferred shares 121,903 - 
Money market funds - 141 
 455,229 1,286,766 

 
4. Amounts receivable 

 
Customers, net of allowance for doubtful accounts 

of $nil (March 31, 2010 - $76,505) 
 

193,290 
 

44,530 
Tax credits on research and development expenses 186,700 193,339 
Sales taxes - 13,040 
Other 775 930 
 380,765 251,839 

 
5. Investments 

 
241,667  shares of publicly traded companies (March 31, 2010 – 1,691,079) 200,584 348,179 

2,084,472  shares of private companies (March 31, 2010 – 2,084,472) 3 3 
2,326,139  200,587 348,182 

 
The Corporation does not hold enough shares to have a significant influence over these companies.  
 
Investments are classified as available for sale and are measured at fair value. Variations in fair value are presented under “Other 
element of comprehensive loss” on the consolidated statements of earnings and comprehensive loss. 
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6. Capital assets 
 

 As at 
March 31, 

2011 
 

  Accumulated Net book 
 Cost amortization value 
 $ 

Office furniture and equipments 106,127 82,758 23,369 
Computer equipments 394,178 335,026 59,152 
Leasehold improvements 30,604 27,878 2,726 
 530,909 445,662 85,247 

 
 As at 

March 31, 
2010 

 
  Accumulated Net book 
 Cost amortization value 
 $ 

Office furniture and equipments 101,414 71,710 29,704 
Computer equipments 313,744 281,589 32,155 
Leasehold improvements 27,813 27,813 - 
 442,971 381,112 61,859 

 
 

7. Intangible assets 
 

 As at 
March 31, 

2011 
 

  Accumulated Net book 
 Cost amortization value 
 $ 

Mining assets 63,422 37,874 25,548 
Software 79,620 79,620 - 
 143,042 117,494 25,548 

 
 As at 

March 31, 
2010 

 
  Accumulated Net book 
 Cost amortization value 
 $ 

Mining assets 223,367 184,792 38,575 
Software 78,945 73,815 5,130 
 302,312 258,607 43,705 
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 As at  As at 
 March 31,  March 31, 
 2011  2010 

 $ 
 
8. Accounts payable and accrued liabilities 

 
Accounts payable and accrued liabilities 86,388 85,946 
Salaries and benefits 131,824 117,909 
Sales taxes 30,843 - 
 249,055 203,855 

 
9. Share capital 

Authorized 
    Unlimited number of common shares, without par value, 
    voting and participating 
Subscribed and issued:  52,343,343 shares 

(March 31, 2010 - 51,857,510 shares) 12,640,362 
 

12,446,792 
 
During the fiscal years ended March 31, 2011 and 2010, the issued share capital varied as follows: 
 

 Fiscal year ended 
March 31, 2011 

 Fiscal year ended 
March 31, 2010 

 Number $  Number $ 

Balance, beginning of year 51,857,510 12,446,792 
 

45,615,010 11,388,644  
Private placement net of issue expenses of $7,629 - -  6,000,000 1,192,371  
Value of stock warrants issued under the private placement, 

net of issue expenses of $2,643 - - 
 

- (247,357) 
Exercise of options 485,833 124,283  242,500 63,500  
Accumulated compensation on options exercised - 69,287  - 49,634  
Balance, end of year 52,343,343 12,640,362  51,857,510 12,446,792  

 
Capital disclosures 
The Corporation closely manages its capital structure in conjunction with economic conditions in order to produce adequate returns 
on investments to its Shareholders. The key capital performance measures of the Corporation reside in its capability to meet its 
financial obligations and to invest in the development of its technology to stay competitive. 
 
To improve its performance and flexibility, the Corporation may, from time to time, issue new shares, repurchase issued shares, 
amend its stock option plan and sell assets. 
 
Stock option plan 
The Corporation maintains a stock option plan for its directors, key 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 close of the stock 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 
participant 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, is 8,000,000. As at March 31, 2011, the 
Corporation has issued a total of 5,859,855 options (March 31, 2010 – 5,438,191 options). 
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The following table presents the changes which have occurred during the fiscal years ended March 31, 2011 and 2010 with regard to 
the stock option plan. 
 

 Fiscal year ended 
March 31, 2011 

 Fiscal year ended 
March 31, 2010 

  
Number of 

stock options 

 Weighted 
average 

exercise price 
($) 

  
Number of 

stock options 

 Weighted 
average 

exercise price 
($) 

Outstanding, beginning of year 5,417,857   0.30  5,075,357   0.33 
Granted 1,439,000   0.37  1,462,684   0.22 
Exercised (485,833)  0.22  (242,500)  0.26 
Cancelled (243,000)  0.45  (400,000)  0.40 
Forfeited (774,336)  0.25  (477,684)  0.40 
Outstanding, end of year 5,353,688   0.32  5,417,857   0.30 

 
The compensation expense that has been charged to earnings for the current year is $115,790 (March 31, 2010 – $65,080) and the 
counterpart has been credited to contributed surplus in the Shareholders' equity. 
 
Grants of options vest at 33.33% per year, commencing with the first anniversary of the grant.  The outstanding options can be 
exercised up to July 1, 2015. 
 
The following table summarizes information on stock options outstanding at March 31, 2011 and 2010. 
 

  Options outstanding 
at March 31, 2011 

 Options exercisable 
at March 31, 2011 

Exercise price 
$ 

 Number 
of options 

outstanding 

 Weighted 
average remaining 

contractual life 
(in years) 

 Number 
of options 

exercisable 

 Weighted average 
exercise price 

$ 

         
0.14 – 0.21  1,682,020  3.0  774,897  0.19 
0.22 – 0.33  1,365,668  0.8  1,392,334  0.26 
0.34 – 0.51  2,116,000  3.6  503,667  0.47 
0.79 – 1.04  190,000  2.1  126,667  0.91 

  5,353,688    2,797,565  0.31 
 

  Options outstanding 
at March 31, 2010 

 Options exercisable 
at March 31, 2010 

Exercise price 
$ 

 Number 
of options 

outstanding 

 Weighted 
average remaining 

contractual life 
(in years) 

 Number 
of options 

exercisable 

 Weighted average 
exercise price 

$ 

         
0.14 – 0.21  1,674,519  4.0  335,334  0.20 
0.22 – 0.33  2,666,338  1.2  2,720,008  0.26 
0.34 – 0.51  887,000  3.3  408,000  0.47 
0.79 – 1.04  190,000  3.1  63,333  0.91 

  5,417,857    3,526,675  0.29 
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The weighted average fair value of each stock option grant is estimated at $0.27 for the fiscal year ended March 31, 2011 
(March 31, 2010 - $0.11) and is calculated using the Black - Scholes option pricing model with the following weighted average 
assumptions: 
 

Expected life 5 years (2010 – 5 years) Risk-free interest rate 2.68% (2010 – 2.74%) 
Dividend yield 0% (2010 – 0%) Volatility 91.7% (2010 – 93.1%) 

 
10. Contributed surplus 

 
 Fiscal year ended March 31, 
 2011  2010 
 $ 
 
Balance, beginning of year 2,775,874   2,513,070  
Stock-based compensation 115,790   65,080  
Value of stock warrants issued under a private placement, 

net of issue expenses of $2,643 -   247,357  
Accumulated compensation on options exercised (69,287)  (49,634) 
Other -   1  
Balance, end of year 2,822,377   2,775,874  

 
11. Commitments  

 
Under the terms of operating lease agreements for its offices, the Corporation is committed to make payments of $751,500, 
allocated as follows, for the next five years starting April 1, 2011: 
 

2012 167,000 
2013 167,000 
2014 167,000 
2015 167,000 
2016 83,500 
 751,500 

 
12. Financial instruments 

a) Fair value hierarchy 

Financial instruments recorded at fair value on the consolidated balance sheets are classified using a fair value hierarchy that 
reflects the significance of the inputs used in making the measurements. The fair value hierarchy has the following levels: 
! Level 1 - valuation based on quoted prices (unadjusted) in active markets for identical assets or liabilities;  
! Level 2 - valuation techniques based on inputs other than quoted prices included in Level 1 that are observable for the asset 

or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);  
! Level 3 - valuation techniques using inputs for the asset or liability that are not based on observable market data 

(unobservable inputs).  
 
The fair value hierarchy requires the use of observable market inputs whenever such inputs exist. A financial instrument is 
classified to the lowest level of the hierarchy for which a significant input has been considered in measuring fair value. 
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The following table presents the financial instruments recorded at fair value in the consolidated balance sheets, classified using 
the fair value hierarchy described above: 

 
 As at March 31, 2011 

 

Level 1 Level 2 Level 3 

Total financial assets 
and financial liabilities 

at fair value 
 $ 
Financial assets     

Cash 347,250 - - 347,250 
Temporary investments 455,229 - - 455,229 
Investments – shares  200,584 - - 200,584 

Total financial assets 1,003,063 - - 1,003,063 
 
During year, there has been no transfer of amounts between Level 1 and Level 2. 

 
 As at March 31, 2010 

 

Level 1 Level 2 Level 3 

Total financial assets 
and financial liabilities 

at fair value 
 $ 
Financial assets     

Cash 256,313 - - 256,313 
Temporary investments 1,286,766 - - 1,286,766 
Investments – shares  348,179 - - 348,179 

Total financial assets 1,891,258 - - 1,891,258 
 

b) Risks 

The Corporation is exposed to risks which could have an impact on its capacity to reach its strategic growth objectives. The 
Corporation strives to control and mitigate its financial risks through management practices that require the identification and 
analysis of the risks related to its operations. 
 
The following describes the Corporation’s main financial risks: 

i. Credit Risks 

In the normal course of business, the Corporation's exposure to credit risk results from the possibility that a client or 
financial institution may default, in part or in whole, on their financial obligations, as they come due.  

Cash and temporary investments  

Cash as well as temporary investments are mainly risk-free or low risk investments, such as term deposits and money 
market mutual funds held with recognized financial institutions. None of these short-term investments consist of asset-
backed commercial paper. Consequently, management considers the concentration of risk related to temporary 
investments to be minimal. 

Clients 

In the normal course of business, the Corporation grants credit to its clients. The Corporation carries out credit checks on 
its clients and establishes allowances for doubtful accounts. For other accounts receivable, the Corporation determines, on 
a continuing basis, the probable losses and establishes a provision for losses based on the estimated realizable value.  

Globally, four clients accounted for 48% of all revenues during the fiscal year ended March 31, 2011 (49% of revenues 
were achieved with three clients during the fiscal year ended March 31, 2010).  

As at March 31, 2011, 97% of amounts receivable from customers was broken down between seven clients active in the 
mining exploration industry (42% of amounts receivable from two clients active in the exploration mining industry as at 
March 31, 2010). It should be noted that given the specialization of the Corporation’s market niche, it is most likely that 
such concentration risk will continue. However, from one year to the next it is rare that the same clients make up this 
concentration. Despite the concentration of its clients, the credit risk is mitigated through monitoring and the measures 
available to the Corporation, as previously described. 
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Additionally, as at March 31, 2011: 
! 22% of the net trade receivables are over 90 days old (38% as at March 31, 2010); 
! amounts receivable from customers exceeding the normal payment terms of 30 days for which no allowance was 

applied represented 40% or $77,455 of the net amounts receivable from customers (39% or $22,575 as at 
March 31, 2010). 

Consequently, management considers the concentration of risk related to amounts receivable to be nominal. 
 
During the fiscal year, the allowance for doubtful accounts varied as follows: 
 

 Fiscal year ended March 31, 
 2011   2010 
 $ 

Balance, beginning of year 76,505   291,675  
Gains on settlements -   (114,766) 
Accounts written-off -   (197,809) 
Payments received (76,505)  -  
Provisions -   97,405  
Balance, end of year -   76,505  

ii. Liquidity Risks 

The liquidity risk is the risk that the Corporation cannot meet its obligations as they come due. To fund its liquidity 
requirements, the Corporation uses cash flows from operations and issuance of shares. In addition, the Corporation has 
for policy to target contracts that will generate positive cash flows throughout their execution. 

As at March 31, 2011, accounts payable and accrued liabilities that were due in the next 12 months totalled $249,055 
(March 31, 2010 - $203,855). Considering the available liquidities to meet its obligations, the Corporation's exposure to 
liquidity risk is nominal.  

iii. Interest Rate Risk 

Interest rate risk refers to the adverse consequences of interest rate changes on the Corporation’s cash flows, financial 
position and income. Interest rate changes directly impact the fair value of the fixed interest rate accounts of the financial 
statements.  

As at March 31, 2011, the Corporation's exposure to interest rate risk is summarized as follows: 

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

Temporary investments bear interest at fixed interest rates and are held with high-credit quality financial institutions. 
Consequently, management considers the interest rate risk to be minimal. 

iv. Market Risk related to Exchange Rate Fluctuations Risk 

During the year, almost all of the sales and purchases were made using the Canadian dollar. Consequently, management 
considers the exchange rate fluctuation risk to be minimal. 
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13. Income taxes 
 

The reconciliation of the income tax provision calculated using the federal and provincial statutory income tax rates to the provision 
for income taxes per the financial statements is as follows: 

 
 Fiscal year ended March 31, 
 2011  2010 
 $ 

Net loss for the year (1,074,271)  (1,910,838) 
    
Income taxes recoverable at statutory tax rates of 29.53% (2010 – 30.65%) 317,232   585,672  
Valuation allowance (317,232)  (585,672) 
Net income taxes -   -  

 

Significant components of the Corporation's future income tax assets are as follows: 

 
 Fiscal year ended March 31, 
 2011  2010 
 $ 

Operating losses carried forward 1,571,840   1,346,239  
Share issue expenses 9,075   17,771  
SR&ED expenditures 748,467   618,425  
Investment tax credits 629,799   521,597  
Resources expenditures 21,065   21,065  
Capital assets and intangible assets 67,669   77,771  
Future income tax assets 3,047,915   2,602,868  
Valuation allowance (3,047,915)  (2,602,868) 
 -   -  

The non-capital losses (Federal amounts shown hereafter), continual and available, will expire as follows: 

2014 246,255  2028 93,504 
2015 735,735  2029 1,585,740 
2026 9,342  2030 1,557,531 
2027 177,589  2031 854,366 
   Total 5,260,062 

Share issue expenses will expire as follows: 

2012 29,452  2014 1,526 
2013 1,526  Total 32,504 

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

2023 34,386 2026 86,448  2029 94,288 
2024 25,481 2027 87,193  2030 132,055 
2025 161,868 2028 91,820  2031 148,019 
     Total 861,558 
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14. Segment information 
 

The Corporation operates one material reportable segment; data interpretation services.  Revenue by geographic area is presented 
below on the basis of the country of delivery. All capital and intangible assets are located in Canada. 

The following table presents the segmented revenue by geographical sector: 
 
 Fiscal year ended March 31, 
 2011 2011 
 $ 
    

Canada 1,049,513  288,073 
United States of America -  70,000 
Chile 25,000  - 

 1,074,513  358,073 
 
15. Comparative figures 

Certain comparative figures have been reclassified to conform to the current year’s presentation. 
 
16. Subsequent event 

On May 26, 2011, as part of a private placement, the Corporation issued 11,090,345 common shares and 5,745,173 stock warrants 
for a cash consideration of $3,216,200. 
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Stock Exchange Listing 
The shares of DIAGNOS inc. are listed on the TSX Venture 
Exchange under the symbol ADK. 

 
Transfer Agents and Registrar 
Computershare Trust Company of Canada 

1500, Université Street 
Suite 7001 
Montréal, Quebec   H3A 3S8 

 
Independent Auditor 
Samson Bélair / Deloitte & Touche, s.e.n.c.r.l.  

1, Place Ville-Marie 
Suite 3000 
Montreal, Quebec   H3B 4T9 

 
Legal Counsel 
Borden Ladner Gervais 

1000 de la Gauchetière St. West 
Suite 900 
Montreal, Quebec   H3B 5H4 

 
Electronic Delivery 
The Shareholders of DIAGNOS inc. can elect to receive 
DIAGNOS’ documents (such as Quarterly and Annual 
Reports and the Proxy Circular) in electronic form on the 
Internet rather than in hard copy by mail. Shareholders 
wishing to use this service should contact Computershare 
Trust Company of Canada. 

 
Investor Relations 
Please visit DIAGNOS’ corporate website at 
http://www.diagnos.com or the SEDAR website at 
http://www.sedar.com or contact: 
 
André Larente 

Chief Executive Officer 

DIAGNOS inc. 

7005, Taschereau Boulevard 
Suite 340 
Brossard, Quebec   J4Z 1A7 
 
Telephone: 450 678-8882, ext. 224 
Toll free: 877 678-8882, ext. 224 
Fax: 450 678-8119 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Annual General Meeting 
The 2011 Annual General Meeting of Shareholders will be 
held Thursday, September 8, 2011 at the Delta Montreal 
Hotel. 

 
Others 
Currency used is the Canadian dollar, unless specified. 

Additional copies of this report are available upon request. 

In case of discrepancies between this document and its 
French version, this version shall prevail. 

Un exemplaire français du présent rapport est disponible sur 

demande. 

General Information 
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