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About DIAGNOS 
 

Founded in 1998, Diagnos Inc. (« DIAGNOS » or « we ») is a publicly traded Canadian corporation with a mission of 

early detection of critical health issues through the use of its Artificial Intelligence (“AI”) tool CARA (Computer 

Assisted Retina Analysis).  CARA is a tele-ophthalmology platform that integrates with existing equipment (hardware 

and software) and processes at the point of care (POC). CARA’s Artificial Intelligence image enhancement 

algorithms make standard retinal images sharper, clearer, and easier to read. CARA is accessible securely over the 

internet, and is compatible with all recognized image formats and brands of fundus cameras. 

AI in healthcare aims at improving patient outcomes by assisting healthcare practitioners in making a better use of 

medical knowledge. Our researches show that the AI market for healthcare applications is expected to achieve rapid 

adoption globally, with a compound annual growth rate of 42 percent until 2021. By 2020, chronic conditions such as 

cancer and diabetes are expected to be diagnosed in minutes using cognitive systems. By 2025, AI systems are 

expected to be implemented in 90 percent of the US and 60 percent of the global hospitals and insurance 

companies. 

Today DIAGNOS helps take care of more than 135,000 patients. We are using AI in more than 15 countries to help 

detect anomalies in retina due to diabetic retinopathy. We are making a difference today and we are preventing 

blindness. DIAGNOS CARA system combines the latest in advanced retinal imaging with clinical interpretation of the 

images. The painless, non-invasive procedure takes minutes to complete, and gives a visual representation of the 

status of one’s diabetes. 

The main office is located at 7005 Taschereau Blvd., suite 340, Brossard, Quebec, Canada. DIAGNOS’ shares are 

listed on the TSX Venture Exchange under the symbol ADK. More information concerning DIAGNOS is available on 

the corporate website at www.diagnos.com and the SEDAR website at www.sedar.com. 

DIAGNOS worldwide: 

 

http://www.diagnos.com/
http://www.sedar.com/
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Message to Shareholders 
 
Dear Shareholders: 
 
Financials 
We are glad to report that, for the year ended March 31, 

2017, revenues increased by 144% to reach 

$2,390,051 of which 75.5%, or $1,803,510, is 

attributable to the healthcare sector and $586,541, or 

24.5%, arose from the natural resources sector.  

 

The restated net loss for the year ended March 31, 

2017 amounts to $2,929,545, a decrease of $262,886 

over the net loss amount of $3,192,431 for the year 

ended March 31, 2016. 

 

Development of the Business 
The following events had a material impact on the 

development of the business over the past year: 

 

 June 2016; major strategic alliance in Latin America 

for a contract of USD1.38 M. 

 

 September 2016; closing of a rights offering 

financing for gross proceeds of $1,000,239. 

 

 November 2016 and January 2017; appointments 

of Dr. Netan Choudhry and Mr. Georges Hébert to 

the board of directors. 

   

 March and May 2017; sale of the assets from the 

mining division for a shares counterpart worth 

approximatively $800,000.  

 

 April 2017; closing of a private placement of 

secured convertible debentures for gross proceeds 

of $2,460,000. 

 

 May 2017; new mission statement in healthcare. 

 

 

 

 

Looking forward 

Healthcare 

Since 2010 we have been actively developing a new 

healthcare market, with our CARA (Computer Assisted 

Retinal Analysis) Artificial Intelligence technology. 

CARA is a tool intended to assist healthcare specialists 

in the detection of diabetic retinopathy, including 

damage to the back of the eye caused by complications 

of diabetes which can eventually lead to blindness.   

 

For the commercialization of CARA, we currently have 

a presence either directly or through resellers in North 

America (Canada, USA and Mexico), Europe (Poland), 

Africa (Algeria), the Middle-East (some countries of the 

Gulf Cooperation Council) and India. Our focus going 

forward is to continue to build revenue and sales in 

emerging markets and eventually expand in the United 

States of America, where we believe CARA offers a 

unique value proposition to payers and patients. 

 

Based on our current sales development activities, we 

have set our revenue projections to $6,600,000 for the 

upcoming year ending March 31, 2018.  

 

Natural Resources 

On May 17
th
 and March 15

th
, 2017, we announced the  

sale of the assets from the mining division to Majescor 

Resources Inc. (Majescor). From now on, revenues 

from natural resources will be solely comprised of 

royalties as defined in the assets sale and purchase 

agreement between Majescor and DIAGNOS. 

 

It is my pleasure to submit this 2017 restated annual 

report. 

 
Sincerely, 
 
 
 
 
André Larente 
President 
August 28, 2017
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Board of Directors 
 

 
Mr. Georges Hébert 

 

Mr. Hébert brings a wealth of experience in 

governance of public and private companies. 

He was a director at the Laurentian Bank, where 

he served for twenty years as a member of the 

Audit committee. He was also a director of Vitran 

Corp for seven years, where he served as a 

member of the Audit committee and chairman of 

the Compensation committee. He is currently 

president of Prosys-Tec Inc. and a director of 

Cubeler Inc., a private Fintech Company. 

 

Mr. André Larente 

 

Mr. Larente is the President 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. 

 

Mr. Tristram Coffin 

 

Mr. Coffin has been active in the optical industry 

since the last 40 years and sits on many 

advisory committees. He was admitted to the 

Order of Dispensing Opticians in 1963. Mr. 

Coffin operates one of Canada’s most 

prestigious optical operations located in 

Montreal, Quebec. Mr. Coffin also acts as 

special advisor to U.S. Vision in the Province of 

Quebec. Early in his career, Mr. Coffin worked in 

the brokerage business and helped bring 

numerous companies public. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Mr. Jean-Yves Thérien 

 

Mr. Thérien currently serves as Vice President of 

Business Development for Nippon Dragon 

Resources Inc., a TSX venture exchange 

company in the exploration and development 

stage and previous to that he served as a 

financial advisor at Laurentian Bank for over 13 

years. Mr. Thérien holds a Bachelor degree in 

business administration with a specialization in 

finance. Mr. Thérien is chairman of the audit 

committee. 

 

Dr. Netan Choudhry 

 

Dr. Choudhry is an internationally recognized 

Vitreorenal Surgeon with affiliations at both the 

University of Toronto and Harvard Medical 

School. He is recognized as a leader in retinal 

imaging and the diagnosis and treatment of rare 

disorders of the retina and vitreous. Dr. 

Choudhry pioneered OCT imaging of the 

peripheral retina and is actively developing novel 

devices for imaging the retina and vitreous using 

non-invasive technology 
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Management 
 
 

Mr. André Larente 

President 

 

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.  

 

Mr. Guillermo Moreno Robles 

Vice-President - 

Business Development 

 

Mr. Moreno Robles joined the Corporation in 

2014. Over the past two years, he has been a 

key asset in the development of the healthcare 

activities in Mexico and Colombia. Previously, he 

served as a sales executive for various 

organizations with activities in Mexico and 

China. 

 

 

Mr. Marc-André Massue, CPA, 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 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 Ordre des comptables 

professionnels agréés. Mr Massue serves also 

as Secretary of the Corporation. 
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Restated Management Discussion and Analysis 
 

This restated Management Discussion and Analysis (“MD&A”), dated August 28, 2017, analyses the consolidated financial 

position of DIAGNOS Inc. and its subsidiaries (“DIAGNOS”, “the Corporation” or “We”) as at March 31, 2017 and for the 

three-month period and year ended March 31, 2017 and should be read in conjunction with the March 31, 2017 restated 

consolidated financial statements and accompanying notes. The currency used is the Canadian dollar unless otherwise 

stated. 

 

This restated MD&A was approved by the Board of Directors on August 28, 2017.  

 

 

Description and Objective 
 
This restated MD&A is a narrative explanation, through the eyes of management, of the Corporation’s performance during 

the periods covered by the financial statements, and of the Corporation's financial condition and future prospects. This 

restated MD&A complements and supplements the Corporation’s financial statements, but does not form part of the 

Corporation’s financial statements.  

 

The objective of this restated MD&A is to improve the Corporation's overall financial disclosures by providing a balanced 

discussion of the Corporation's financial performance and financial condition. 

 

 
Going concern assumptions 
 
The March 31, 2017 restated consolidated financial statements have been prepared on a going concern basis, which 

assumes that the Corporation will continue to operate for the foreseeable future and will be able to realize its assets and 

discharge its liabilities in the normal course of business.  The Corporation has not realized annual profit since its inception.  

 

For the year ended March 31, 2017, the Corporation is reporting a restated net loss of $2,929,545 and a cumulative restated 

deficit of $30,213,847 at the same date. The Corporation has not realized an annual profit since its inception and has a 

restated working capital deficiency of $1,559,948 as at March 31, 2017. 

 

As of March 31, 2017, the Corporation is negociating with a purchaser for the sale of the assets of its mining division. The 

sale of the mining division was completed on May 25, 2017 and therefore, the Corporation will operate only one division, 

Healthcare, in which, at March 31, 2017, there is currently no major contract commitment for the next twelve months. 

 

In order to address these uncertainties, the Corporation is evaluating the implementation of some or all of the following 

measures: 

 

 Continue the process of renewing contracts  

 Reduce operating costs with temporary staff lay-offs, curtail certain consulting and travel costs 

 Continue to seek debt financing 

 Continue to seek equity financing consisting of common shares and stock purchase warrants 

 Continue to evaluate possible M&A opportunities 

 

One of the largest customers expressed the desire to renew a contract with a larger volume. The client has already prepared 

a summary of the contract including specific criteria for which the Corporation believes that it meets all the criteria. According 

to the Corporation, considering the past experience with this customer, the chances of obtaining this contract are highly 

probable. 

 

In the recent months, some investors proceeded with the conversion of their debentures into equity. On June 12, 2017, all 

debentures issued in 2016 with a balance of $1,030,000 as at March 31, 2017, were converted into common shares except 

for an amount of $190,000 that remains to be paid in July 2019. 
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On April 27, 2017, the Corporation closed a non-brokered private placement for an aggregate value of $2,610,000 of which 

gross cash proceeds amounted to $2,460,000 following the conversion of one outstanding short term loan into 15 units 

representing $150,000. 

 

As of June 15, 2017, in light of the cash flow projections based on the current operations and existing accounts which are 

expected to continue and expand, the Corporation has enough cash liquidity to fund its operations until at least March 31, 

2018 provided that specific actions decribed above, be successfully implemented during this period.  

 

The Corporation believes that if it were to be successful in implementing some or all of the above risk mitigating measures, it 

will be able to continue as a going concern. There remains however, significant risk and uncertainty associated with 

implementing any of these measures which are dependent on a number of factors outside of the Corporation’s control. 

 

The restated consolidated financial statements do not reflect any adjustments that would be necessary if the going concern 

basis was not appropriate. Such adjustments, if required, may be material. 

 
 
Forward-looking statements 
 

This restated MD&A contains certain forward-looking statements with respect to the Corporation. By their nature, these 

forward-looking statements necessarily imply risks and uncertainties that could cause actual results to differ materially from 

those contemplated by these forward-looking statements. These risks and uncertainties include risks associated with market 

acceptance, competitive developments, the 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. 

 
 
Non-GAAP financial measures 
 

This restated MD&A contains certain non-GAAP financial measures. A non-GAAP financial measure is a numerical measure 

of an issuer's historical or future financial performance, financial position or cash flow that is not specified, defined or 

determined under the Corporation’s GAAP (as that term is defined in Regulation 52-107 respecting Acceptable Accounting 

Principles and Auditing Standards) and is not presented in the Corporation’s financial statements. 

 

Non-GAAP financial measures presented in this document: 

 

 Backlog: The backlog is composed of sales bookings for services not yet rendered. 

 Bookings: Bookings represent signed agreements for which a value can be estimated. 

 Research and development refundable tax credit provisions in proportion to research and development expenses. 

 Cash ratio: Cash ratio is obtained by subtracting accounts payable from current cash and cash equivalents.  
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Restatement of previously issued financial statements 

 
After the release of the March 31, 2017 consolidated financial statements, the Corporation determined that the conversion 

options embedded in the secured convertible debentures and the stock warrants issued during the fiscal years ended March 

31, 2016 and March 31, 2017 should have been classified as equity upon initial recognition. The impacts of such adjustments 

for the year ended March 31, 2017 are reflected in the restated consolidated financial statements. The Corporation 

previously reported a comprehensive loss of $5,306,378 and a basic diluted comprehensive loss per share of $0.04 for the 

year ended March 31, 2017. The restatement resulted in a comprehensive loss of $2,815,282 and a basic diluted 

comprehensive loss per share of $0.02. The variance in comprehensive loss of $2,491,096 is detailed as follows: 

 

Year ended March 31, 2017

$

Reversal of change in fair values of conversion options (2,195,109)                                       

Reversal of change in fair values of warrants (84,133)                                            

Adjustment to interest expense (211,854)                                          

(2,491,096)                                       

 
 

The prior period adjustments had no impact on the consolidated statements of loss and comprehensive loss for the year 

ended March 31, 2016. 

 

The prior period adjustments had the following impacts on the consolidated statements of financial position for the years 

ended March 31, 2017 and March 31, 2016. 

 

As at March 31, 2017

Loans
Convertible 

Debentures
Reserve Deficit

$

As previously reported 767,443           5,132,123        6,695,924   (32,704,943)   

Reclassification of 2016 conversion options to equity -                    -                     546,450      (546,450)         

Reversal of warrants derivatives (84,443)            (151,460)          150,226      85,677            

Reversal of conversion options derivatives -                    (2,425,000)       87,234        2,337,766       

Reversal of fair value of conversion options upon conversion -                    -                     (615,647)     615,647          

Other -                    -                     1,544           (1,544)             

Restated balance 683,000           2,555,663        6,865,731   (30,213,847)   

As at March 31, 2016

Convertible 

Debentures
Reserve

$

As previously reported 2,436,297        6,020,477   

Reclassification of conversion options to equity (546,450)          546,450      

Restated balance 1,889,847        6,566,927   
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Description of the Corporation and activities 
 

DIAGNOS is a Canadian corporation that offers data interpretation services based on its suite of proprietary software 

products used to extract knowledge from historical data.  

 

DIAGNOS group of entities is organized as follows: 

 

 

DIAGNOS operates in the following sectors: 

 

Healthcare:  Image analysis services 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 internet connection. CARA has been developed by, and is 

proprietary to, DIAGNOS. 

 

Natural resources:  Data mining consulting services through CARDS (Computer Aided Resource Detection System), a 

software tool used to assist exploration companies in identifying mining deposits. In combination with modern exploration 

techniques, CARDS is a useful tool intended to save both money and time by targeting priority (or prioritizing) 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. 

As of May, 25, 2017, the Corporation operates only one segment, Healthcare, following the sale of the assets of its mining 

division. 

 

Healthcare (CARA) 

 

The Corporation has developed a proprietary set of algorithms and associated software platforms to assist eye specialists in 

the detection of diabetic retinopathy. According to the Canadian Diabetes Association, diabetic retinopathy is the most 

common cause of blindness in people under age 65 and the most common cause of new blindness in North America. Also 

according to the Canadian Diabetes Association, it is estimated that approximately 2 million individuals in Canada (i.e. almost 

all people with diagnosed diabetes) have some form of diabetic retinopathy. According to the World Health Organization, the 

number of people with diabetes worldwide has risen from 108 million in 1980 to 422 million in 2014. 

 

The application is named CARA, which stands for “Computer Assisted Retinal Analysis”. The Corporation’s management 

view is that this application will contribute to the increase in revenue streams based on the fact that automating the screening 

process for diabetic retinopathy will benefit the healthcare system. 
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CARA can be deployed in many countries and has received certifications from Health Canada, the US Food and Drug 

Administration in the United States of America and CE in the European Union. 

 

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). Services vary from image enhancement only, to turn-key solutions including deploying imaging equipment 

on a mobile basis using the Corporation’s staff. 

 

During the period covered by this document, our Healthcare business unit remains focused on continuing its business 

development efforts internationally, including development of relationships with prospective clients and governments, in 

addition to attending various medical conferences and industry events that drive awareness of our business platform and 

program offerings.  

 

Unchanged from the last reporting period, for the commercialization of CARA, we currently have a presence either directly or 

through resellers in North America (Canada, USA and Mexico), Africa (Algeria), Middle-East (some countries of the Gulf 

Cooperation Council) and India. We intend to continue increasing our presence in Europe and the Middle-East.  CARA has 

proven its value to patients in these markets.  Our focus going forward is to leverage that proven ability to, (i) continue to 

build revenue and sales in emerging markets, and, (ii) to substantially grow our sales and marketing successes in the US 

and Canada, where we believe CARA offers a unique value proposition to payers and patients. 

 

Net restated profit (loss) for the healthcare sector: 

 

Three-month period ended March 31,

2017 2016 Variance

$

Revenue 322,979                  87,142                  235,837               

Costs of services and research and development (378,710)                 (224,087)               (154,623)              

Selling and administrative (787,021)                 (581,546)               (205,475)              

Loss before interest (842,752)                 (718,491)               (124,261)              

Interest expense (448,792)                 (151,824)               (296,968)              

Net loss (1,291,544)              (870,315)               (421,229)              

Year ended March 31,

2017 2016 Variance

$

Revenue 1,803,510               627,730                1,175,780            

Costs of services and research and development (1,207,072)              (896,349)               (310,723)              

Selling and administrative (2,583,551)              (2,326,185)            (257,366)              

Loss before interest (1,987,113)              (2,594,804)            607,691               

Interest expense (955,380)                 (447,094)               (508,286)              

Net loss (2,942,493)              (3,041,898)            99,405                 

 
 

The main variances are discussed in the overall performance section of this document. 
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Natural resources (CARDS) 

 

DIAGNOS uses its proprietary software application 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 tool intended to save both money and time by generating 

priority targets for exploration. These target areas are presented in either two dimensional or three dimensional images to 

help target and prioritize exploration efforts. In addition to target generation, DIAGNOS offers project management services 

including geological consulting services. Under specific agreements, DIAGNOS is entitled to receive royalty payments arising 

from economic resource discoveries realized as a result of using CARDS. These royalties are payable in either shares, cash 

and/or in net smelter returns on revenues derived from mining operations within the limits of the properties as defined in the 

agreements. So far, no revenues were earned from royalties. 

On March 15, 2017, the Corporation announced the sale of the assets from its mining division to Majescor Resources Inc. 

(“Majescor”). Under the terms of the agreement, Majescor issued 8,000,000 common shares of its share capital to 

DIAGNOS, at a deemed price of $0.10 per share, in payment for the acquired assets.  Additionally, Majescor will remit to 

DIAGNOS (i) 50% of any payment that Majescor receives from the royalty agreements forming part of the acquired assets, 

and (ii) 5% of revenues generated by the commercialization of the CARDS System. As of May, 25, 2017, the Corporation 

operates only one segment, healthcare, following the sale of the assets of its mining division. 

Net profit (loss) for the natural resources sector: 

 

Three-month period ended March 31,

2017 2016 Variance

$

Revenue 35,000                    153,750                (118,750)              

Costs of services and research and development (70,753)                   (205,751)               134,998               

Selling and administrative (34,294)                   124,877                (159,171)              

(Loss) profit before interest (70,047)                   72,876                  (142,923)              

Interest expense -                          9,551                    (9,551)                  

Net (loss) profit (70,047)                   82,427                  (152,474)              

Year ended March 31,

2017 2016 Variance

$

Revenue 586,541                  353,750                232,791               

Costs of services and research and development (463,878)                 (288,637)               (175,241)              

Selling and administrative (109,715)                 (193,521)               83,806                 

Profit (loss) before interest 12,948                    (128,408)               141,356               

Interest expense -                          (22,125)                 22,125                 

Net profit (loss) 12,948                    (150,533)               163,481               

 

 

The main variances are discussed in the overall performance section of this document. 
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Summary of quarterly results 
 

The following financial information for the eight most recently completed three-month periods is derived from the 

Corporation’s financial statements. 

 

2017 2016

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

March 31, Dec. 31, Sept. 30, June 30, March 31, Dec. 31, Sept. 30, June 30,

2017 2016 2016 2016 2016 2015 2015 2015

(restated)

$

Revenue 357,979        1,403,271   363,261     265,540     240,892     364,083     225,889     150,616     

Net profit (loss) (1,361,591)   62,179        (941,698)   (688,435)   (787,888)    (716,629)    (988,230)    (699,684)   

Comprehensive 

income (loss)
(1,299,844)   15,274        (957,614)   (573,098)   (746,082)    (729,129)    (971,395)    (656,596)   

Comprehensive 

income (loss) per 

share

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

 

 
Overall performance 
 

This section provides an analysis of the Corporation’s financial performance, financial condition and resulting cash flows 

during the periods covered by this restated MD&A. 
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Net results 

The comparative financial information for the three-month period and year ended March 31, 2017 contained in this section is 

derived from the Corporation’s restated financial statements. 

 

Three-month period ended Year ended

March 31, March 31,

2017 2016 2017 2016

$ $

Revenue 357,979                  240,892                 2,390,051             981,480               

Operating expenses 1,270,778               886,507                 4,364,216             3,704,692            

Interest expense 448,792                  142,273                 955,380                469,219               

1,719,570               1,028,780              5,319,596             4,173,911            

Net loss (1,361,591)              (787,888)                (2,929,545)            (3,192,431)           

(Increase) decrease in net loss (573,703)                 262,886                

The varaitions in net loss are attributable to:

Three-month Year ended

period ended

March 31, 2017

$

Increase in revenue 117,087                1,408,571            

Increase in costs of services and research and development (19,625)                 (485,964)              

Increase in selling and administrative expenses (364,646)               (173,560)              

Increase in interest expense (306,519)               (486,161)              

(573,703) 262,886

 

 The increases in revenue are mainly attributable to one Healthcare agreement signed with a Mexican government 

organization during the quarter ended September 30, 2016.  

 The increase in costs of services and research and development for the year ended March 31, 2017 is mainly due to 

the increase in delivery costs related to the Healthcare agreement signed with a Mexican government organization 

during the quarter ended September 30, 2016 and the increase in delivery of services costs attributable to the 

increase in revenue from the Mining division.  

 The increases in selling and administrative expenses are mainly attributable to an increase in sales commissions 

related to the global increase in revenue and in consulting fees related to the new corporate image. 

 The increases in interest expense are mainly attributable to the issuance of secured convertible debentures in the past 

two years. 
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 When evaluating its overall financial performance, the Corporation’s analysis is based on the following key performance 

indicators: 

 

 capacity to increase revenues 

 capacity to generate positive cash flows from operating activities 

 capacity to deliver results 

 capacity to innovate 

 

Capacity to increase revenues 

 

To increase its revenues, the Corporation strives to generate sales in existing and new geographic markets.  

 

Bookings, Revenues and Backlog 

 

The Corporation’s backlog provides an indicator when forecasting its short term revenues. The backlog is mainly composed 

of sales bookings for products and services not yet delivered or rendered as of period end. 

 

The following table presents the comparative evolution of the backlog for the three-month period and year ended 

March 31, 2017 and is followed by an analysis of the material variances. 

 

Three-month period ended Year ended

March 31, 2017 March 31, 2017

CARA CARDS Total CARA CARDS Total

$ $

Opening backlog 91,093             28,250          119,343         310,586          78,250         388,836         

Bookings 296,577           35,000          331,577         1,590,179       536,541       2,126,720      

Amendments (40,091) (28,250) (68,341) (72,655) (28,250) (100,905)

Revenues (322,979) (35,000) (357,979) (1,803,510) (586,541) (2,390,051)

Ending backlog 24,600             -                24,600           24,600            -               24,600           

Three-month period ended Year ended

March 31, 2016 March 31, 2016

CARA CARDS Total CARA CARDS Total

$ $

Opening backlog 462,493           57,000          519,493         889,563          -               889,563         

Bookings 211,235           175,000        386,235         394,835          432,000       826,835         

Amendments (276,000) -                (276,000) (346,082) -               (346,082)

Revenues (87,142) (153,750) (240,892) (627,730) (353,750) (981,480)

Ending backlog 310,586           78,250          388,836         310,586          78,250         388,836         

Variations for the three-month period Variations for the year

ended March 31, 2017 ended March 31, 2017

CARA CARDS Total CARA CARDS Total

$ $

Net Bookings 321,251 (168,250) 153,001 1,468,771 76,291 1,545,062

Revenues 235,837 (118,750) 117,087 1,175,780 232,791 1,408,571
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Analysis of the material variances for the three-month period and year ended March 31, 2017: 

 

 For the year ended March 31, 2017, revenues from CARDS increased by $232,791 compared to the previous year 

ended March 31, 2016, due to the signature of eight new agreements during the year in comparison to four agreements 

for the year ended March 31, 2016. 

 The increases in revenues of $1,175,780 and bookings of $1,468,771 from CARA over the year ended March 31, 2017 

are mainly attributable to a healthcare contract with a Mexican government.  

 

Net profit (loss) per sector: 

 

Year ended March 31, 2017 Year ended March 31, 2016

Healthcare
Natural 

resources
Total Healthcare

Natural 

resources
Total

$ $

Revenue 1,803,510        586,541       2,390,051     627,730         353,750       981,480        

Costs of services and

research and development (1,207,072)      (463,878)      (1,670,950)    (896,349)        (288,637)     (1,184,986)    

Selling and administrative (2,583,551)      (109,715)      (2,693,266)    (2,326,185)     (193,521)     (2,519,706)    

(Loss) profit before interest (1,987,113)      12,948         (1,974,165)    (2,594,804)     (128,408)     (2,723,212)    

Interest expense (955,380)         -               (955,380)       (447,094)        (22,125)       (469,219)       

Net (loss) profit (2,942,493)      12,948         (2,929,545)    (3,041,898)     (150,533)     (3,192,431)    

 

 74% of revenues earned from the healthcare sector for the year ended March 31, 2017 were attributable to one 

governmental organization (52% of revenues earned from the healthcare sector for the year ended March 31, 2016 were 

attributable to one global pharmaceutical corporation). 
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Geographical segments 

 

The following table presents the comparative revenues by country for the three-month period and year ended March 31, 

2017: 

 

Three-month period ended March 31, Year ended March 31,

2017 2016 Variance 2017 2016 Variance

$ $

Mexico 148,904          -                 148,904          1,330,457     74,094          1,256,363     

Canada 25,126            153,750        (128,624) 586,541         353,871       232,670         

India (2,134) 66,713           (68,847) 142,809         130,583       12,226           

Kenya 23,048            -                 23,048             59,345           -                59,345           

Nigeria 58,753            -                 58,753             58,753           -                58,753           

United Arab Emirates 8,200               5,925             2,275               56,200           267,979       (211,779)

Colombia 49,759            -                 49,759             55,781           5,925            49,856           

Turkey -                   12,506           (12,506) 47,524           -                47,524           

Malaysia 46,956            78                   46,878             46,956           -                46,956           

Poland -                   1,920             (1,920) 3,060             35,926          (32,866)

United States of America (633) -                 (633) 2,625             53,081          (50,456)

Switzerland -                   -                 -                   -                  60,021          (60,021)

357,979          240,892        117,087          2,390,051     981,480       1,408,571     

 
Mexico 

All of the revenues were derived from the healthcare sector (CARA) and are essentially attributable to one Mexican 

government organization. 

 

Canada 

Essentially all of the revenues were derived from the natural resources sector (CARDS).  

 

India, Kenya, Nigeria, United Arab Emirates, Turkey, Malaysia, Poland and Switzerland 

All of the revenues from those countries were derived from the healthcare sector (CARA) and are attributable to one client 

with activities in the pharmaceutical industry. 

 

Colombia 

All of the revenues were derived from the healthcare sector (CARA) and are attributable to one client with activities in the 

pharmaceutical industry. 

 

United States of America  

The revenues were derived from the healthcare sector (CARA) and are attributable to two clients with activities in the primary 

care sector and in the pharmaceutical industry  

 



DIAGNOS Inc. 
 

 

15 

 

The following table presents the comparative financial figures by significant countries for the year ended March 31, 2017: 

 

Year ended March 31, 2017

Canada Mexico
Other 

countries
Total

$

Comprehensive income (loss) items

Revenue 913,725         1,330,457  145,869      2,390,051   

Cost of services and research and development (191,291)        (1,331,137) (148,522)    (1,670,950)  

Selling and administrative expenses (2,237,545)     (384,973)    (70,748)       (2,693,266)  

Interest expense (939,760)        (15,566)       (54)               (955,380)     

Foreign exchange translation 96,683            10,305        7,275          114,263       

Comprehensive loss (2,358,188)     (390,914)    (66,180)       (2,815,282)  

Other information

Current assets 502,911         483,031      106,568      1,092,510   

Non-current assets 102,530         114,205      -               216,735       

Current liabilities (2,365,887)     (124,436)    (162,135)    (2,652,458)  

Non-current liabilities (1,571,059)     -               -               (1,571,059)  

Net assets (3,331,505)     472,800      (55,567)       (2,914,272)  

Year ended March 31, 2016

Canada Mexico
Other 

countries
Total

$

Comprehensive income (loss) items

Revenue 740,877         74,094        166,509      981,480       

Cost of services and research and development (854,503)        (160,294)    (170,189)    (1,184,986)  

Selling and administrative expenses (2,417,548)     (51,704)       (50,454)       (2,519,706)  

Interest expense (469,219)        -               -               (469,219)     

Foreign exchange translation 94,128            1,141          (6,040)         89,229         

Comprehensive loss (2,906,265)     (136,763)    (60,174)       (3,103,202)  

Other information

Current assets 834,294         4,980          139,064      978,338       

Non-current assets 211,761         -               80,522        292,283       

Current liabilities (1,957,934)     (6,916)         (18,436)       (1,983,286)  

Non-current liabilities (1,889,847)     -               -               (1,889,847)  

Net assets (2,801,726)     (1,936)         201,150      (2,602,512)  

 
Canada 

The head office of the Corporation is located in Brossard, Canada and is responsible for the revenues and expenses derived 

from sales activities in Canada, the United Arab Emirates, the United States of America, Kenya, Nigeria, Turkey, Malaysia, 

Switzerland and Colombia. The Corporation’s research and development activities are performed at the head office in 

Canada.  

 

Mexico 

The Corporation has one place of business in Mexico City which is responsible for revenues and expenses from sales 

activities in Mexico.  

 

Other countries 
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The Corporation has one office in Mumbai which is responsible for revenues and expenses derived from sales in India. The 

Corporation has one place of business in Warsaw which is responsible for revenues and expenses derived from sales 

activities in Poland. 

Capacity to generate positive cash flows from operating activities 

 

To generate positive cash flows from its operating activities, the Corporation strives to increase sales receipts and continues 

to monitor operating costs and related disbursements. The following table contains information taken from the Corporation’s 

restated consolidated financial statements and details the cash flows derived from operating activities: 

 

Year ended March 31,

2017 2016 Variance

$

Net loss (2,929,545) (3,192,431) 262,886

Items not affecting cash 718,542                 605,811              112,731

Payment of interest 379,086                 269,282              109,804               

Net change in non-cash operating working capital items 45,014                   84,206                (39,192)

Cash flows from operating activities (1,786,903) (2,233,132) 446,229

 

The positive variance in cash flows from operating activities of $446,229 is mainly attributable to the decrease in net loss of 

$262,886 for the year ended March 31, 2017. Based on the current level of liquidities and sales activities, the capacity to 

generate positive cash flows from operating activities remains uncertain. In order to address this uncertainty, the Corporation 

is evaluating the implementation of some or all of the measures described in the following section – Capacity to deliver 

results. 

 

Capacity to deliver results  

 

The Corporation’s sales agreements usually imply rendering services over a defined period of time. Consequently, sufficient 

working capital and cash liquidities are required to execute the sales agreements and to continue supporting business 

development initiatives. The Corporation’s current level of revenues is not sufficient to cover its expenses and ongoing 

commitments, thereby resulting in negative cash flows generated from operating activities. The Corporation's ability to 

generate positive cash flows from operating activities is dependent on achieving and maintaining profitable operations. Since 

inception, the Corporation has been able to finance its activities and operate on a going concern basis through issuances of 

shares, stock warrants and debt. To raise additional funds if and when required, the Corporation’s current strategy is 

expected to be, but not limited, to the issuance of common shares, convertible financial instruments and stock warrants.  

 

Based on the current level of liquidities and sales activities, the realization of assets and the discharge of its liabilities in the 

ordinary course of business remain uncertain. In order to address these uncertainties, the Corporation has implemented 

some or all of the following measures: 

 

 Reduce operating costs with temporary staff lay-offs, curtail certain consulting and travel costs 

 Continue to seek debt financing from private investors 

 Continue to seek equity financing through private placement of common shares and stock purchase warrants 

 Continue to evaluate possible M&A opportunities 

 
The Corporation believes that the above measures will help improving its capacity to deliver results. There is, however, 

significant risk and uncertainty associated with the measures described above. 
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Capacity to innovate 

 

To improve existing products and continue to innovate, the Corporation has in place a team of scientists dedicated to the 

development of CARA and CARDS. The Corporation benefits from research and development (R&D) tax credits where, 

historically, approximately 15% of its overall R&D expenses are refunded by the Government of Quebec.  

 

For the comparative years ended March 31, 2017, refundable tax credit provisions in proportion to the overall R&D expenses 

represent: 

Year ended March 31,

2017 2016

R&D expenses ($) 1,175,265 1,073,127

R&D tax credit provisions ($) 101,470 165,000

R&D tax credit in proportion to R&D expenses 9% 15%

 
The decrease of 6% in R&D tax credit in proportion to R&D expenses is mainly explained by a decrease in eligible scientific 

research and experimental development hours worked.  

 

Based on current activities and current legislation, the R&D tax credit percentage in proportion to R&D expenses is expected 

to be approximately 12% for the foreseeable future. 

 
 
Expenses analysis 
 

The comparative financial information on expenses, for the comparative three-month periods and years ended March 31, 

2017, contained in this table, is derived from the Corporation’s restated financial statements and is followed by an analysis of 

the material variances. 

2017 2016 2017 2016

$ $

449,463               429,838          1,670,950          1,184,986          

Selling and administrative 821,315               456,669          2,693,266          2,519,706          

1,270,778            886,507          4,364,216          3,704,692          

$ % $ %

(19,625)                (5%) (485,964)            (41%)

Selling and administrative (364,646)              (80%) (173,560)            (7%)

(384,271)              (43%) (659,524)            (18%)

Costs of services and research and development

Costs of services and research and development

Variations for the three-month 

period ended

Year ended

Variations for the year ended

Three-month period ended

March 31, March 31,

March 31, 2017 March 31, 2017
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Costs of services and research and development 

 

The increase of $485,964, or 41%, for the year ended March 31, 2017 is mainly due to the increase in delivery of services 

costs attributable to the global increase in revenues. 

 

Selling and administrative 

 

The increases of $364,646, or 80%, for the three-month period and $173,560, or 7%, for the year ended March 31, 2017, are 

mainly attributable to the increases in sales commissions related to the general increase in revenues, consulting fees related 

to the Corporation’s new corporate image and a general increase in headcount. 

 

 
Financial position analysis 
 

The comparative financial information, as at March 31, 2017, contained in this section is derived from the Corporation’s 

restated financial statements. 

As at 

March 31, 2017 March 31, 2016

$

Cash 189,861                       477,015                  

Other current assets 902,649                       501,323                  

Non-current assets 216,735                       292,284                  

Total assets 1,309,245                    1,270,622               

Accounts payable and accrued liabilities 934,383                       342,382                  

Other current liabilities 1,718,075                    1,640,904               

Non-current liabilities 1,571,059                    1,889,847               

Shareholders' deficiency (2,914,272) (2,602,511)

Total liabilities and shareholders’ deficiency 1,309,245                    1,270,622               

Cash ratio (744,522) 134,633

Increase in cash ratio deficiency (879,155)

 
The increase of $879,155 in cash ratio deficiency is mainly attributable to: 

 

$

Net proceeds from a private placement of rights 968,965

Net proceeds from short term loans 500,000

Net proceeds from disposals of investments 362,383

Net proceeds from the exercice of stock warrants 526,477

Net proceeds from convertible debentures 185,250

Net loss for the year ended March 31, 2017 before interest (1,974,165)

Payment of interest (379,086)

Repayment of short term loans (350,000)

Additions to capital assets (233,119)

Repayment of convertible notes (130,000)

Others (355,860)

(879,155)
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Based on the current level of liquidities and sales activities, the realization of assets and the discharge of liabilities in the 

ordinary course of business remain uncertain. In order to address these uncertainties and improve its financial position, the 

Corporation is evaluating the implementation of some or all of the following measures: 

 

Liquidity risk Risk mitigation measures 

 

Funding of operating and 

financing expenses 

 Reduce operating costs with temporary staff lay-offs, curtail certain consulting 

and travel costs 

 Continue to seek debt financing from private investors 

 Continue to seek equity financing of common shares and stock purchase 

warrants 

 Continue to evaluate possible M&A opportunities 

 

The Corporation believes that with the above measures it will be able to improve its financial position. There is, however, 

significant risk and uncertainty associated with the measures described above. 

 

 
Commitments and off-balance sheet arrangements 
 

Under the terms of an operating lease agreement in Canada, which will expire in September 2019, the Corporation is 

committed to making minimum annual lease payments of $108,324 for the duration of the lease. 

 

Under the terms of an operating lease agreement in Mexico, which will expire in June 2017, the Corporation is committed to 

making minimum annual lease payments of $5,950 for the duration of the lease. 

 

During the year ended March 31, 2017, the Corporation entered into two finance lease agreements for the purchase of 

computer equipment. The minimum monthly payments amount to $1,475 for a term of 36 months ending in November and 

December 2019. 

 
 
Share information 
 

As at March 31, 2017, the number of common shares and convertible securities outstanding is: 

 

Common shares 149,277,729              

Stock warrants 3,907,388                  

Conversion options 33,366,669                

Stock options 10,771,349                

197,323,135              
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Transactions between related parties 

The Corporation’s related parties include its subsidiaries and associate entity as well as the Corporation’s key management 
personnel. Key management personnel include directors and officers.  

Transactions with key management personnel, directors and officers are as follows: 

 

Three-month period ended Year ended

March 31, March 31,

2017 2016 2017 2016

$ $

Base Salary 154,021        152,600       1% 559,438        580,100      (4%)

Stock based compensation 71,887          9,590           650% 83,972          38,360        119%

Incentives 5,000            -               n/a 40,000          80,000        (50%)

Sales commissions 563               12,500         (95%) 79,495          28,000        184%

Interest on demand loan -                465              (100%) -                1,740          (100%)

Payment of interest on demand loan -                (465)             (100%) -                (1,740)         (100%)

231,471        174,690       33% 762,905        726,460      5%

∆ ∆

The increases in stock based compensation are due to an increase in the number of stock options granted during the fiscal 

year ended March 31, 2017. 

The increase in sales commissions of 184%, for the year ended March 31, 2017, is attributable to the overall increase in 

revenues for the same period. 

Incentives were paid to two offcers in the form of cash bonuses. 

As at March 31, 2017, an amount receivable from an associate of $21,608, for which collection is unsure, was added to the 
allowance for doubtful accounts. 

During the year ended March 31, 2016, an entity related to a director of the Corporation loaned $400,000 to the Corporation in 
the form of a secured convertible demand loan, annual interest of 10%. On July 29, 2015, the holder of the demand loan 
proceeded with the conversion of the principal amount owing of $400,000 into secured convertible debentures of the 
Corporation as part of the private placement described in the March 31, 2017 restated consolidated financial statements. 
 

The following table presents the balances outstanding with key management personnel as at: 

 

March 31, 2017 March 31, 2016

$

Demand loan receivable, annual interest rate of 4% 43,500                          43,500                          

Convertible Debentures, annual interest rate of 10% (500,000)                       (500,000)                       

 

 
 
Subsequent events  

On April 27, 2017, the Corporation announced the closing of a non-brokered private placement (“Private Placement”) initially 

announced on April 13, 2017, of 261 units (each a “Unit”), for an aggregate value of $2,610,000 of which gross cash 

proceeds amounted to $2,460,000 following the conversion of one outstanding short term loan into 15 Units representing 

$150,000. A portion of the gross receipts was used to repay outstanding loans in the amount $533,000. 

On May 25, 2017, the Corporation announced the reception of a certificate for 8,000,000 common shares of Majescor 

Resources Inc. pursuant to the sale of the assets from its mining division initially announced on March 15th, 2017. 
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Critical accounting judgements and key sources of estimation uncertainty 
 

In the application of the Corporation’s significant accounting policies, management is required to make judgments, estimates, 

and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The 

estimates and associated assumptions are based on historical experience and other factors that are considered to be 

relevant. Actual results may differ from those estimates. 

The following are the key estimates concerning the future, and other key sources of estimation uncertainty at the end of the 

reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 

within the next financial period. 

 
Going concern assumption 

The Corporation's ability to continue as a going concern is dependent on completing an additional financing, achieving and 

maintaining profitable operations and other factors, all of which are outside of management’s control. Management has to 

assess the outcome of these matters when preparing the Corporation’s consolidated financial statements. The Corporation’s 

current level of revenues is not sufficient to cover its expenses and ongoing commitments, resulting in the negative cash 

flows generated from operating activities. The Corporation's ability to generate positive cash flows from operating activities is 

dependent on achieving and maintaining profitable operations. The Corporation believes that it will be able to continue as a 

going concern and therefore the financial statements do not reflect any adjustments that would be necessary if the going 

concern basis was not appropriate. 

 
Tax credits on research and development expenses 

The Corporation receivables include refundable tax credits on R&D expenses. Management has to make certain careful 

judgments related to the eligibility of R&D expenses with regards to the provisions of the current tax credit programs.  

 
Stock-based compensation 

Stock-based compensation involves the valuation of grants of stock options. The Corporation relies on the fair value obtained 

by applying the Black - Scholes option pricing model. This model requires making assumptions related to the risk-free 

interest rate (with a term that matches the expected life of the options), the expected stock price volatility, the expected life of 

the options and the expected dividend yield on the Corporation’s shares. Management also has to estimate the number of 

options that will eventually vest.  

 
Fair value of financial instruments 

Financial instruments are presented at fair value. In the absence of active markets in the evaluation of financial assets and 

financial liabilities, the Corporation relies on evaluation techniques based on inputs that are not based on observable market 

data which could cause the actual results to differ from the estimates. 
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Risk management 

 
The Corporation is exposed to a number of risks which could have a material impact on its ability to achieve its strategic 

growth objectives. The Corporation strives to control and mitigate these risks through thoughtful management practices that 

require the identification and analysis of the risks related to its operations.  

 

The following describes the main risks that the Corporation faces: 
 

With regards to the Corporation’s general activities: 

 

 Nature of services – The Corporation offers 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 customer’s staff. When rendering interpretation services to its 

customers, the Corporation mitigates the perception of risk by including disclaimer clauses and warranty limitations to 

indicate clearly the customer’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 the 

services and products, or claims relating to applicable securities laws. A product liability or securities class action could 

negatively impact the business because of the costs of defending the lawsuit, diversion of employees’ time and 

attention, and potential damage to our reputation. The Corporation’s insurance policy may not cover all potential claims, 

or may not be adequate to cover all costs incurred in defense of potential claims or to indemnify us for all liability that 

may be imposed. 

 

 Tax credits programs – DIAGNOS benefits from R&D tax credits where a portion of its R&D expenses are refunded 

under a specific program sponsored by the Quebec government. 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 financial position. 

 

 Investing activities – The Corporation accepts payment in the form of shares from customers 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 market value. The Corporation sells shares when there are 

clear indications that any decrease in value may be permanent. The Corporation may also sell or liquidate those 

investments to fund its 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 market volatility. 

 

 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 as a going concern is 

dependent on further financings and on achieving and maintaining profitable operations. 

 

 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 its competitors and up to date with technology 

changes. 
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More specifically regarding healthcare: 

 

 Market acceptance – CARA success depends 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 of 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 could negatively impact the business. 

 

 Sales strategy – The Corporation marketing plan is to market services from CARA worldwide. If the Corporation is 

unable to build and support effective distribution channels, either directly or through resellers, sales could 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 the appreciation and 

interpretation of the addressable screening markets for retinopathy and are not based on firm orders. 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 may negatively impact the business. 
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Management’s Responsibility for Financial Reporting 

 
Management is responsible for the preparation of the restated consolidated financial statements and other financial 

information relating to DIAGNOS Inc. (“the Corporation”).  These amended consolidated financial statements have been 

prepared in accordance with International Financial Reporting Standards (“IFRS”) and necessarily include amounts based on 

estimates and judgments. 

 

Our independent auditor was engaged to express a professional opinion on the restated 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 give an opinion whether the restated 

consolidated financial statements prepared by management are presented fairly in accordance with IFRS. 

 

The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting. The 

Audit Committee discusses with the independent auditor the results of their audit and its independent auditor’s report.  The 

Audit Committee has the responsibility to review the restated consolidated financial statements before their approval by the 

Board of Directors. 

 

The Board of Directors has approved the Corporation’s restated consolidated financial statements. 

 

The amendments reflected in these restated consolidated financial statements are detailed in note 26.  

 
 

 
 
 
 
 

 
 

(s) André Larente 

 
 (s) Marc-André Massue 

 

André Larente  Marc-André Massue, CPA, CA 
President  Vice-President Finance & CFO 
August 28, 2017  August 28, 2017 



DIAGNOS Inc. 
 

 

25 

 

Independent Auditor’s Report 
 

 

To the Shareholders of 
DIAGNOS INC. 

 
We have audited the accompanying restated consolidated financial statements of DIAGNOS INC., which 
comprise the consolidated statement of financial position as at March 31, 2017, and the consolidated statement 
of loss and comprehensive loss, consolidated statement of changes in equity and consolidated statement of 
cash flows for the year 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 International Financial Reporting Standards (IFRS), 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 restated consolidated financial statements based on our 
audit. We conducted our audit 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 the overall 
presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a basis 
for our audit opinion. 
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Opinion 
 
In our opinion, the restated consolidated financial statements present fairly, in all material respects, the financial 
position of DIAGNOS INC. as at March 31, 2017, and its financial performance and its cash flows for the year 
then ended in accordance with International Financial Reporting Standards. 
 
 
Restatement of Consolidated Financial Statements 
 
Without qualifying our opinion, we draw attention to Note 26 to the consolidated financial statements for the year 
ended March 31, 2017, which explains that the consolidated financial statements have been restated from those 
on which we originally reported on June 19, 2017. The consolidated financial statements of DIAGNOS INC. for 
the year ended March 31, 2016 (prior to the restatement described in Note 26 to the consolidated financial 
statements) were audited by another auditor who expressed an unmodified opinion on those consolidated 
financial statements on June 30, 2016. 
 
As part of our audit of the restated consolidated financial statements of DIAGNOS INC. for the year ended 
March 31, 2017, we also audited the adjustments described in Note 26 that were applied to restate the 
consolidated financial statements for the year ended March 31, 2016. In our opinion, such adjustments are 
appropriate and have been properly applied. We were not engaged to audit, review or apply any procedures to 
the consolidated financial statements of DIAGNOS INC. for the year ended March 31, 2016 other than with 
respect to the adjustments and, accordingly, we do not express an opinion or any other form of assurance on 
the restated consolidated financial statements for the year ended March 31, 2016 taken as a whole. 
 
 
Emphasis of Matter 
 
Without qualifying our opinion, we draw attention to Note 1 to the consolidated financial statements, which 
indicates that DIAGNOS INC. has incurred losses in the amount of $30.2 million since inception and currently 
has a working capital deficiency of $1.5 million. 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 DIAGNOS INC. ability to 
continue as a going concern. 
 
 1 

 

Montréal, August 28, 2017 

 

 

 

____________________ 
1
 CPA auditor, CA public accountancy No. A117854 
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Consolidated Statements of Financial Position - RESTATED 
(amounts in Canadian dollars) 

As at

Note March 31, 2017 March 31, 2016

$

ASSETS

Current

Cash 189,861                           477,015                 

Short-term investments 5 84,827                             103,686                 

Accounts receivable 6 786,274                           350,102                 

Prepaid expenses 15,467                             47,535                   

Intangible assets held for sale 9, 24, 25 16,081                             -                         

1,092,510                        978,338                 

Non-current

Investments 7 -                                  129,250                 

Capital assets 8 207,432                           141,259                 

Intangible assets 9 9,303                               21,775                   

216,735                           292,284                 

Total assets 1,309,245                        1,270,622              

LIABILITIES

Current

Accounts payable and accrued liabilities 10 934,383                           342,382                 

Deferred revenue 8,200                               100,083                 

Loans 11, 26 683,000                           474,659                 

Convertible Notes 12 -                                  1,066,162              

Convertible Debentures 13 1,017,419                        -                         

Leases 14 9,456                               -                         

2,652,458                        1,983,286              

Non-current

Convertible Debentures 13, 26 1,538,244                        1,889,847              

Leases 14 32,815                             -                         

1,571,059                        1,889,847              

Total liabilities 4,223,517                        3,873,133              

Going Concern 1

Commitments 17

Subsequent Events 24

SHAREHOLDERS’ DEFICIENCY

Share capital 15 20,368,019                      18,163,302            

Reserve 16, 26 6,865,731                        6,566,927              

Deficit (30,213,847)                    (27,284,302)           

Investments revaluation reserve (6,000)                             (61,583)                  

Foreign exchange differences 71,825                             13,145                   

(2,914,272)                      (2,602,511)             

Total liabilities and shareholders’ deficiency 1,309,245                        1,270,622              
 

 
The accompanying notes are an integral part of these restated consolidated financial statements 
 
 
Approved by the Board:(signed) Georges Hébert, Chairman 
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Consolidated Statements of Loss and Comprehensive Loss - RESTATED 
(amounts in Canadian dollars) 
 

Year ended March 31,

Note 2017 2016

From continuing 

operations

From 

discontinuing 

operations (note 

25)

Total
From continuing 

operations

From 

discontinuing 

operations (note 

25)

Total

$

Revenue 22 1,803,510           586,541              2,390,051           627,730              353,750               981,480               

Expenses

Costs of services and research and development 1,207,072           463,878              1,670,950           896,349              288,637               1,184,986            

Selling and administrative 2,583,551           109,715              2,693,266           2,326,185           193,521               2,519,706            

19 3,790,623           573,593              4,364,216           3,222,534           482,158               3,704,692            

Profit (loss) before interest (1,987,113)          12,948                (1,974,165)          (2,594,804)          (128,408)              (2,723,212)           

Interest expense (955,380)             -                      (955,380)             (447,094)             (22,125)                (469,219)              

Net (loss) income (2,942,493)          12,948                (2,929,545)          (3,041,898)          (150,533)              (3,192,431)           

Items that may be reclassified to net loss

Net change in value of available-for-sale financial assets -                      128,133              128,133              -                      22,577                 22,577                 

Net change in foreign exchange translation 58,680                -                      58,680                15,692                -                       15,692                 

Realized gain (loss) on disposal of available-for-sale financial assets -                      (72,550)               (72,550)               -                      50,960                 50,960                 

58,680                55,583                114,263              15,692                73,537                 89,229                 

Comprehensive (loss) income 26 (2,883,813)          68,531                (2,815,282)          (3,026,206)          (76,996)                (3,103,202)           

Basic and diluted comprehensive (loss) income per share (0.02)                   0.00                    (0.02)                   (0.03)                   0.00                     (0.03)                    

Weighted-average number of common shares 

outstanding 123,723,887       106,160,009        

 
The accompanying notes are an integral part of these restated consolidated financial statements 
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Consolidated Statements of Changes in Equity - RESTATED 

(amounts in Canadian dollars) 

Year ended March 31, 2017

Note Share capital Reserve Deficit

Foreign 

exchange 

differences

Investments 

revaluation 

reserve

Total equity

$

Balance, beginning of year 18,163,302         6,566,927        (27,284,302)    13,145            (61,583)            (2,602,511)           

Net loss -                      -                  (2,929,545)      -                  -                   (2,929,545)           

Other comprehensive loss items -                      -                  -                  58,680            55,583             114,263               

Issuance of common shares 15 2,204,717           -                  -                  -                  -                   2,204,717            

Reversal to accretion -                      (25,792)           -                  -                  -                   (25,792)                

Issuance of conversion options 13, 16 -                      87,234             -                  -                  -                   87,234                 

Issuance of warrants 11, 13, 16 -                      151,770           -                  -                  -                   151,770               

Issuance expenses -                      (2,336)             -                  -                  -                   (2,336)                  

Other -                      (1,544)             -                  -                  -                   (1,544)                  

Stock-based compensation expense 15, 16 -                      89,472             -                  -                  -                   89,472                 

Balance, end of year 20,368,019         6,865,731        (30,213,847)    71,825            (6,000)              (2,914,272)           

Year ended March 31, 2016

Note Share capital Reserve Deficit

Foreign 

exchange 

differences

Investments 

revaluation 

reserve

Total equity

$

Balance, beginning of year 18,161,677         5,843,011        (24,091,871)    (2,547)             (135,120)          (224,850)              

Net loss -                      -                  (3,192,431)      -                  -                   (3,192,431)           

Other comprehensive loss -                      -                  -                  15,692            73,537             89,229                 

Issuance of common shares 15 1,625                  -                  -                  -                  -                   1,625                   

Issuance of conversion options 16, 26 -                      546,450           -                  -                  -                   546,450               

Issuance of warrants 11 -                      70,641             -                  -                  -                   70,641                 

Stock-based compensation expense 15, 16 -                      106,825           -                  -                  -                   106,825               

Balance, end of year 18,163,302         6,566,927        (27,284,302)    13,145            (61,583)            (2,602,511)           

 
The accompanying notes are an integral part of these restated consolidated financial statements 
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Consolidated Statements of Cash Flows - RESTATED 
(amounts in Canadian dollars) 
 

Year ended March 31,

Note 2017 2016

$

Cash flows from operating activities

Net loss (2,929,545)           (3,192,431)            

Items not affecting cash

Depreciation of capital assets 8 166,946               63,539                  

Amortization of intangible assets 9 25,703                 18,830                  

Accretion on loans 11 114,329               -                        

Accretion on leases 14 993                      -                        

Accretion on convertible notes 12 3,838                   129,733                

Accretion on convertible debentures 13 410,328               73,630                  

Gain on settlement of debt 12 (10,000)                -                        

Compounded interest 13 23,483                 152,667                

Stock-based compensation expense 15, 16 89,472                 106,825                

(Gain) loss on disposal of investments 7 (72,550)                50,960                  

(Gain) loss on accounts receivable payable in shares (34,000)                9,627                    

(2,211,003)           (2,586,620)            

Payment of interest 379,086               269,282                

Net change in non-cash operating working capital items 21 45,014                 84,206                  

(1,786,903)           (2,233,132)            

Cash flows from investing activities

Additions to short-term investments (1,141)                  (1,000,000)            

Proceeds from disposal of short-term investments 20,000                 1,053,577             

Proceeds from disposal of investments 7 342,383               5,040                    

Additions to capital assets 8 (233,119)              (177,323)               

Additions to intangible assets 9 (29,312)                (26,587)                 

Other 58,680                 15,692                  

157,491               (129,601)               

Cash flows from financing activities

Issuance of common shares, net of issue expenses 15 1,500,441            1,625                    

Issuance of demand loans 11, 23 -                       400,000                

Repayment of demand loans 11, 23 -                       (400,000)               

Issuance of loans 11 444,012               874,659                

Repayment of loans 11 (350,000)              -                        

Leases 14 44,792                 -                        

Lease payments 14 (3,514)                  -                        

Repayment of convertible notes 12 (130,000)              -                        

Issuance of convertible debentures, net of issue expenses 13 152,480               1,292,968             

Issuance of conversion options, net of issue expenses 13, 16 -                       529,332                

Issuance of warrants, net of issue expenses 13, 16 63,133                 58,341                  

Payment of interest (379,086)              (269,282)               

1,342,258            2,487,643             

Net change in cash (287,154)              124,910                

 
(continued on next page) 
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Consolidated Statements of Cash Flows - RESTATED (continued) 
(amounts in Canadian dollars) 
 
 

Year ended March 31,

Note 2017 2016

$

Net change in cash (287,154)              124,910                

Cash, beginning of period 477,015               352,105                

Cash, end of period 189,861               477,015                

Non-cash transactions

 Value of payment in shares of customer receivables 85,000                 62,833                  

 Issue expenses in the form of stock warrants 13, 16 -                       12,300                  

 Conversion of loans 11, 23 -                       (400,000)               

 Issuance of convertible debentures 13 930,000               -                        

 Issuance of convertion options 13 87,234                 -                        

 Issuance of warrants 13, 16 84,759                 -                        

 Conversion of debentures into common shares 13 704,275               -                        

 
 
The accompanying notes are an integral part of these restated consolidated financial statements 
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Notes to the Restated Consolidated Financial Statements 
March 31, 2017 and March 31, 2016 

(amounts in Canadian dollars) 

 
1. Going concern assumptions 

 
For the year ended March 31, 2017, the Corporation is reporting a net loss of $2,929,545 and a cumulative deficit of 
$30,213,847 at the same date. The Corporation has not realized an annual profit since its inception and has a working capital 
deficiency of $1,559,948 as at March 31, 2017. 
 
These restated consolidated financial statements have been prepared on a going concern basis, which assumes that the 
Corporation will continue to operate for the foreseeable future and will be able to realize its assets and discharge its liabilities 
in the normal course of business.   

 
As of March 31, 2017, the Corporation is negociating with a purchaser for the sale of the assets of its mining division (Note 
25). The financial results from the mining division are detailed in note 22. The sale of the mining division was completed on 
May 25, 2017 (Note 24) and therefore, the Corporation will operate only one division, Healthcare, in which, at March 31, 2017, 
there is currently no major contract commitment for the next twelve months. 

 
In order to address these uncertainties, the Corporation is evaluating the implementation of some or all of the following 
measures: 
 

 Continue the process of renewing contracts  

 Reduce operating costs with temporary staff lay-offs, curtail certain consulting and travel costs 

 Continue to seek debt financing (refer to note 24) 

 Continue to seek equity financing consisting of common shares and stock purchase warrants 

 Continue to evaluate possible M&A opportunities 
 
One of the largest customers expressed the desire to renew a contract with a larger volume. The client has already prepared 
a summary of the contract including specific criteria for which the Corporation believes that it meets all the criteria. According 
to the Corporation, considering the past experience with this customer, the chances of obtaining this contract are highly 
probable. 
 
In the recent months, some investors proceeded with the conversion of their debentures into equity. On June 12, 2017, all 
debentures issued in 2016 with a balance of $1,030,000 as at March 31, 2017, were converted into common shares except for 
an amount of $190,000 that remains to be paid in July 2019. 
 
On April 27, 2017, the Corporation closed a non-brokered private placement for an aggregate value of $2,610,000 of which 
gross cash proceeds amounted to $2,460,000 following the conversion of one outstanding short term loan into 15 units 
representing $150,000. 
 
As of June 15, 2017, in light of the cash flow projections based on the current operations and existing accounts which are 
expected to continue and expand, the Corporation has enough cash liquidity to fund its operations until at least March 31, 
2018 provided that specific actions decribed above, be successfully implemented during this period.  
 
The Corporation believes that if it were to be successful in implementing some or all of the above risk mitigating measures, it 
will be able to continue as a going concern. There remains however, significant risk and uncertainty associated with 
implementing any of these measures which are dependent on a number of factors outside of the Corporation’s control. 
 
These restated consolidated financial statements do not reflect any adjustments that would be necessary if the going concern 
basis was not appropriate. Such adjustments, if required, may be material. 
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2. Statutes of incorporation and nature of activities 

 
DIAGNOS Inc. and its subsidiaries (“the Corporation”) were incorporated under the Canada Business Corporations Act, the 
General Corporation Law of Delaware, USA, the India Companies Act, the companies laws of Poland and the companies laws 
of Mexico. The main office is located at 7005 Taschereau Blvd., Suite 340, Brossard, Quebec, Canada. The shares of the 
Corporation are listed on the TSX Venture Exchange.  
 
The Corporation provides interpretation services mainly: 
 

 to assist health specialists in the detection of diabetic retinopathy; and 

 to assist exploration companies in identifying mining deposits. 
 
These restated consolidated financial statements have been approved by the Board of Directors of the Corporation on August 
28, 2017. 
 
 
3. Basis of consolidation and summary of accounting policies 

 
Basis of presentation 
These restated consolidated financial statements include the accounts of the Corporation and those of its subsidiaries. 
Subsidiaries consist of entities over which the Corporation has right, or is exposed, to variable returns from its involvement 
with the investee and has the ability to affect those returns through its power over the investee. Subsidiaries' financial 
statements are included in the restated consolidated financial statements from the date that control commences until the date 
that control ceases. Subsidiaries' year end and accounting policies are aligned with those adopted by the Corporation. 
 
Percentage of interest in the Corporation’s subsidiaries at March 31, 2017 is as follows: 
 

Name of subsidiary Location Percentage of ownership 

DMS & Technologies Inc. Canada 100% 

8913404 Canada Inc. Canada 100% 

Diagnos (USA) Inc. United States of America 100% 

Diagnos Poland sp. Z o.o. Poland 100% 

Diagnos Internacional SA de CV Mexico 99.8% 

Diagnos Healthcare (India) Private Limited India 99.74% 

 
Inter-company transactions and balances and any unrealized revenue and expense are eliminated in preparing the 
consolidated financial statements. 
 
Summary of accounting policies 
These restated consolidated financial statements were prepared in accordance with International Financial Reporting 
Standards (“IFRS”). These policies have been applied throughout the year unless otherwise stated. The following is a list of 
the significant accounting policies. 
 
a) General 

The restated consolidated financial statements have been prepared and measured at historical cost, except for certain 
financial instruments that are measured at fair value as explained in the accounting policies below. Historical cost is 
generally based on the fair value of the consideration given in exchange for the assets acquired and liabilities assumed. 
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b) Revenue recognition 

Revenue represents the fair value of amounts received and receivable from third parties for goods supplied to 
customers and for services rendered, net of allowances and discounts. 
 
Revenue derived from services is recognized over the period in which the services are rendered and when collection is 
reasonably assured. Any unbilled services rendered are presented under “Accounts receivable” in the conso lidated 
statements of financial position. Any amount invoiced before the delivery of services or goods is presented under 
“Deferred revenue” in the consolidated statements of financial position.  
 
Revenue from the sale of products is recognized upon transfer of rights to the customer. Any amount invoiced and 
received which does not meet the revenue recognition criteria related to this type of sale is presented under “Deferred 
revenue” in the consolidated statements of financial position. 
 
Where the arrangement includes multiple separate elements, the Corporation evaluates these arrangements to 
determine whether the multiple elements have value for 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 
satisfied. 
 

c) Interest 

Interest is accounted for using the effective interest method. The effective interest method is a method of calculating 
the amortized cost of a debt instrument and of allocating interest income over the relevant period. The effective interest 
rate is the rate that exactly discounts estimated future cash receipts (including all fees and points paid or received that 
form an integral part of the effective interest rate, transaction costs and other premiums or discounts) through the 
expected life of the debt instrument, or, where appropriate, a shorter period, to the net carrying amount on initial 
recognition. 

 
d) 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. Refundable 
investment tax credits are presented separately from research and development expenses in the consolidated 
statements of loss and comprehensive loss. Investment tax credits related to capital expenditures are recorded as 
reductions of capital assets. 
 

e) Capital assets and depreciation  

Capital assets are stated at historical cost less accumulated depreciation, impairment losses and related tax credits.  
Historical cost includes all costs directly attributable to the acquisition. Computer equipment cost includes software that 
is integral to its functionality. 
 
Useful lives, residual values and depreciation methods are reviewed at each year-end. Such a review takes into 
consideration the nature of the assets, their intended use and technological changes. 
 
Depreciation of capital assets is provided on parts that have homogenous lives by using the straight-line method over 
the estimated useful lives, as follows: 

 
 Annual rates 

Office furniture and equipment 20% 

Computer and medical equipment 50% 

Leasehold improvements Lesser of the lease term and the useful life 
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f) Intangible assets and amortization 

Intangible assets are stated at historical cost less accumulated amortization, impairment losses and related tax credits.  
Historical cost includes all costs directly attributable to the acquisition. 
 
Amortization of intangible assets is provided by using the straight-line method over the estimated useful lives, as 
follows: 

 
 Annual rates 

Mineral claims 50% 

Computer software 50% 
 
g) Impairment of tangible and intangible assets 

At the end of each reporting period, the Corporation assesses whether there is any indication that an asset has 
suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order to 
determine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an 
individual asset, the Corporation estimates the recoverable amount of the cash-generating unit to which the asset 
belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to 
individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for 
which a reasonable and consistent allocation basis can be identified. 
  
The recoverable amount of an asset is the higher of fair value less costs of disposal and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that 
reflects current market assessments of the time value of money and the risks specific to the asset for which the 
estimates of future cash flows have not been adjusted. If the recoverable amount of an asset (or cash-generating unit) 
is estimated to be less than its carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced 
to its recoverable amount. An impairment loss is recognized immediately in profit or loss. 
  
Where an impairment loss subsequently reverses, the carrying amount of the asset (or a cash-generating unit) is 
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed 
the carrying amount that would have been determined had no impairment loss been recognized for the asset (or cash-
generating unit) in prior years. A reversal of an impairment loss is recognized immediately in profit or loss. 

 
h) Income taxes 

The Corporation uses the liability method of accounting for income tax.  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 or substantially enacted income tax rates expected to be in effect 
for the period in which the differences are expected to reverse. To the extent that it is not probable that taxable profit 
will be available against which the deductible temporary differences and unused tax losses can be utilized, the deferred 
tax asset is not recognized. 

 
i) 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 over the estimated period of benefit. For the periods presented in these restated 
consolidated financial statements, all expenses related to development activities were expensed as incurred. 

 
j) Loss per share 

The loss per share is determined using the weighted-average number of common shares outstanding during the year. 
 
The 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, the warrants and conversion options. 
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k) Stock-based compensation 

Stock-based compensation is recorded as an expense in the consolidated statements of loss and comprehensive loss, 
using the fair value obtained by applying the Black - Scholes option pricing model, with a corresponding credit to 
reserve. The compensation expense is amortized according to the graded vesting method over the vesting period. 
Upon exercise of stock options, the accumulated compensation is reduced from reserve and added to share capital. 

 
l) Equity 

Share capital is recorded at the subscribed value of the shares issued.  
 

Reserve is composed of stock-based compensation, issuance of conversion options and issuance of stock warrants 
less accumulated stock-based compensation on exercise of stock options. 
 
Gains and losses related to the revaluation of certain financial instruments are included in the investments revaluation 
reserve amount. 
 
Deficit includes the profits and losses from the current year and prior years. 
 
Costs related to the issuance of shares, stock warrants or stock options are recorded in equity, net of tax, as a 
deduction of the issuance proceeds. 

 
m) Financial instruments 

The Corporation aggregates its financial instruments into classes based on their nature and characteristics. 
Management determines the classification when the instruments are initially recognized, which is normally on the date 
of the transaction. Consequently, the Corporation classified its financial assets and liabilities as follows: 
 

 Cash is classified as loans and receivables and is measured at amortized cost using the effective interest rate 
method; 
 

 Short-term investments are classified as financial assets at Fair Value Through Profit or Loss (“FVTPL”) and are 
measured at fair value. Gains and losses from periodic revaluation are recognized through Profit or loss; 

 

 Accounts receivable are classified as loans and receivables and are measured at amortized cost using the effective 
interest rate method; 

 

 Investments in subsidiaries are initially recorded at cost and are eliminated when preparing the consolidated 
financial statements; 

 

 Investments in associates are initially recorded at cost and are subsequently adjusted to reflect the Corporation’s 
shares in the net profit or loss of the associate;  

 

 Investments in entities other than subsidiaries and associates, discussed above, are classified as available for sale 
and are measured at fair value. Changes in fair value are recognized in other comprehensive 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 
consolidated statements of earnings and comprehensive loss; 

 

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

 

 Transaction costs related to FVTPL 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 rate method. 
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The component parts of compound instruments (convertible notes and convertible debentures) issued by the 
Corporation are classified separately as financial liabilities and equity in accordance with the substance of the 
contractual arrangement and the definitions of a financial liability and an equity instrument. A conversion option that will 
be settled by the exchange of a fixed amount of cash or another financial asset for a fixed number of the Corporation's 
own equity instruments is an equity instrument.  

 
At the date of issue, the fair value of the liability component is estimated using the prevailing market interest rate for 
similar non-convertible instruments. This amount is recorded as a liability on an amortized cost basis using the effective 
interest rate method until extinguished upon conversion or at the instrument's maturity date.  
 
The values of component parts classified as equity are determined by deducting the amount of the liability component 
from the fair value of the compound instrument as a whole. This is recognised and included in equity, net of income tax 
effects, and is not subsequently remeasured. 
 
Available-for-sale assets 

 
Available-for-sale assets are non-derivative financial assets that are either designated as such upon initial recognition 
or are not classified in any of the other categories. They are included in current assets when they will be realized within 
12 months of the reporting date, otherwise they are classified as non-current assets. The Company includes 
miscellaneous equity investments in this category. 
 
Financial instruments included in this category are initially recognized at fair value plus directly attributable transaction 
costs. Subsequently, available-for-sale assets are measured at fair value, and unrealized gains or losses are 
recognized in other comprehensive income. 
 
However, when a decline in the fair value of an available-for-sale financial asset has been recognized in other 
comprehensive income and there is objective evidence of prolonged impairment, the cumulative loss that has been 
recognized in other comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment 
even though the financial asset has not been derecognized. 
 
Impairment losses recognized for available-for-sale assets are not reversed through profit or loss. If, in a subsequent 
period, the fair value of a debt instrument classified as available for sale (other than an equity security) increases and 
the increase can be objectively related to an event occurring after the impairment loss was recognized in profit or loss, 
the impairment loss is reversed, with the amount of the reversal recognized in profit or loss. 
 
When the asset is sold or the impairment charge is recognized, the accumulated gains or losses in other 
comprehensive income are reclassified to profit or loss and the reclassification is shown separately in the statement of 
comprehensive income. Foreign exchange gains and losses on financial assets classified as available for sale are 
recorded in other comprehensive income. 
 
This category is used by the Company to classify investments in equity securities of unconsolidated entities that do not 
have a quoted market price in an active market, and whose fair value cannot be reliably measured. These investments 
are accounted for at cost. If there is objective evidence that these assets are impaired, the amount of the impairment 
loss is measured as the difference between the assets’ carrying amount and the present value of estimated future cash 
flows discounted at the current market rate of return for similar financial assets. 
 
Financial assets and financial liabilities at fair value through profit or loss 
 
All of the financial instruments in this category meet the definition of financial assets or financial liabilities held for 
trading. These financial instruments are held for the purpose of selling them in the short term. Derivatives are included 
in this category unless they are a designated and effective hedging instrument. The financial instruments included in 
this category are initially and subsequently recognized at fair value. Directly attributable transaction costs and changes 
in fair value are recognized in profit or loss. The instruments classified in this category are presented under current 
assets and current liabilities. 
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Loans and receivables 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market. They are included in current assets when they will be realized within 12 months of the reporting date, 
otherwise they are classified as non-current assets. The Company includes cash and cash equivalents, and trade and 
other receivables in this category. 
 
Financial instruments included in this category are initially recognized at fair value plus directly attributable transaction 
costs. Subsequently, loans and receivables are measured at amortized cost using the effective interest method. If there 
is objective evidence that an impairment loss on individual loans and receivables has been incurred, the amount of the 
loss is measured as the difference between the asset's carrying amount and the present value of estimated future cash 
flows (excluding future credit losses that have not been incurred) discounted at the financial asset's original effective 
interest rate (i.e. the effective interest rate computed at initial recognition). The carrying amount of the asset is reduced 
through the use of an allowance account or directly if the account is deemed uncollectible. When loans and receivables 
are deemed to be uncollectible after recording an allowance, they are written off against the allowance. If, in a 
subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognized (such as an improvement in the debtor's credit rating), the 
previously recognized impairment loss is reversed by adjusting the allowance account. The reversal is limited to what 
the amortized cost would have been had the impairment not been recognized at the date the impairment is reversed. 
The amount of the impairment loss and the amount of the reversal are recognized in profit or loss. 

 
n) Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incident to ownership. All 
other leases are classified as operating leases. Finance leases are recorded as an asset and a liability at the lower of 
the fair value of the asset and the present value of the minimum lease payments. Finance lease payments are 
apportioned between the finance charge and the reduction of the outstanding liability. Lease payments under an 
operating lease are recognized as an expense on a straight-line basis over the lease term.  

 
o) Provisions 

A provision is recognized if, as a result of a past event, the Corporation has a present legal or constructive obligation 
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the 
obligation. The amount recognized as a provision is the best estimate of the consideration required to settle the present 
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. 
When a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the 
present value of those cash flows. When some or all of the economic benefits required to settle a provision are 
expected to be recovered from a third party, a receivable is recognized as an asset if it is virtually certain that 
reimbursement will be received and the amount of the receivable can be measured reliably. 

 
p) Foreign currency translation 

For the purpose of the restated consolidated financial statements, the profit or loss and financial position of each group 
entity are expressed in Canadian dollars, which is the functional and presentation currency of the Corporation. 
 
Foreign currency transactions 
Transactions in foreign currencies are translated to the respective functional currency of the Corporation at the 
exchange rate in effect at the transaction date. Monetary assets and liabilities denominated in foreign currencies at the 
reporting date are translated to the functional currency at the exchange rate at that date. Foreign currency differences 
arising on translation are recognized as financial expense in profit or loss. 
 
Foreign operations 
The assets and liabilities of foreign operations are translated to Canadian dollars using exchange rates prevailing at the 
end of the reporting period. Revenue and expense items are translated at the average exchange rates for the period, 
unless exchange rates fluctuated significantly or significant transactions occurred during that period, in which case the 
exchange rates at the date of the transactions are used. Exchange differences arising from the translation process of 
net investments in foreign operations are recognized as foreign currency translation adjustments in other 
comprehensive loss under investments revaluation reserve and accumulated in equity. 
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q) Assets held for sale and discontinued operations 

Assets and liabilities held for disposal are no longer depreciated and are presented separately in the statement of 
financial position at the lower of their carrying amount and fair value less costs to sell. An asset is regarded as held for 
sale if its carrying amount will be recovered principally through a sale transaction, rather than through continuing use. 
For this to be the case, the asset must be available for immediate sale and its sale must be highly probable.  
 
A discontinued operation represents a major line of business or geographic area of operations for the Company that 
either has been disposed of or is classified as held for sale. The items in the statement of financial position related to 
these discontinued operations are presented on specific lines in the annual consolidated financial statements. Profit or 
loss items related to these discontinued operations are shown separately in the consolidated inancial statements for all 
periods presented if they are material to the Company. 
 
 

Changes in accounting policies adopted during the year: 

 
The following standards were adopted by the Corporation on April 1, 2016:  
 
a) IAS 7, Statement of Cash Flows 

In January 2016, the IASB amended IAS 7 to require further disclosures enabling users of the financial statement to 
evaluate changes in liabilities arising from financing activities. To achieve this objective, the IASB requires that the 
following changes in liabilities arising from financing activities are disclosed: (i) changes from financing cash flows; (ii) 
changes arising from obtaining or losing control of subsidiaries or other businesses; (iii) the effect of changes in foreign 
exchange rates; (iv) changes in fair values; and (v) other changes. Management early adopted these amendments in 
its consolidated financial statements for the annual period beginning on April 1, 2016. 
 

b) IAS 12, Income Taxes 

In January 2016, the IASB amended IAS 12 to clarify that, among other things, unrealized losses on debt instruments 
measured at fair value and measured at cost for tax purposes give rise to a deductible temporary difference regardless 
of whether the debt instrument’s holder expects to recover the carrying amount of the debt instrument by sale or by 
use; the carrying amount of an asset does not limit the estimation of probable future taxable profits; and estimates for 
future taxable profits exclude tax deduction resulting from the reversal of deductible temporary differences. 
Management early adopted these amendments in its consolidated financial statements for the annual period beginning 
on April 1, 2016. 

 
 
Changes in accounting policies not yet adopted 
 

The International Accounting Standards Board (IASB) made revisions as part of its continuing improvements project. Below is 
a summary of the relevant standards affected and a discussion of the amendments.  

 
a) IFRS 9, Financial Instruments  

The IASB issued IFRS 9 in November 2009 with the long-term goal of replacing IAS 39, Financial Instruments: 
Recognition and Measurement. Several amendments have been made to this standard since that date including 
amendments made in July and August 2014 relating to the classification of financial assets and the use of a single 
impairment model for all financial instruments. 
 
These amendments, along with the adoption of the standard, are effective for annual reporting periods beginning on or 
after January 1, 2018. The Corporation is currently assessing the impact of this new standard on its consolidated 
financial statements. 
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b) IFRS 15, Revenue from Contracts with Customers 

The IASB issued IFRS 15, Revenue from Contracts with Customers with its goal to provide a single comprehensive 
model for entities to use in accounting for revenue arising from contracts with customers. This new standard will 
supersede current revenue recognition guidance in IAS 18, Revenue, IAS 11, Construction Contracts and IFRIC 13, 
Customer Loyalty Programmes. 
 
The objective of this standard is to provide a five-step approach to revenue recognition that includes identifying 
contracts with customers, identifying performance obligations, determining transaction prices, allocating transaction 
prices to performance obligations and recognizing revenue when performance obligations are satisfied. In certain 
instances, transfer of assets that are not related to the entity’s ordinary activities will also be required to follow some of 
the recognition and measurement requirements of the new model. The standard also expands current disclosure 
requirements. 
 
On April 12, 2016, the IASB amended IFRS 15 to comprise clarifications of the guidance on identifying performance 
obligations, accounting for licences of intellectual property and the principal versus agent assessment (gross versus net 
revenue presentation).  
 
With regards to identifying performance obligations, the amendments clarify how to determine when promises in a 
contract are ‘distinct’ goods or services and, therefore, should be accounted for separately. The amendments to 
licensing guidance clarify when revenue from a licence of intellectual property should be recognized ‘over time’ and 
when it should be recognised at a ‘point in time’. With regards to the principal versus agent assessment, the 
amendments clarify that the principal in an arrangement controls a good or service before it is transferred to a 
customer. 

 
This standard and related amendments are effective for annual reporting periods beginning on or after January 1, 2018. 
The Corporation is currently assessing the impact of this new standard on its consolidated financial statements. 

  
c) IFRS 16, Leases 

In January 2016, IASB issued the new standard IFRS 16 - Leases which replaces the previous standard, IAS 17 
Leases, and related interpretations. 
 
IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases for both parties 
to a contract, i.e. the customer/lessee and the supplier/lessor. More specifically, IFRS 16 is requiring assessing 
whether a contract contains a lease on the basis of whether the customer has the right to control the use of an 
identified asset for a period of time. In such cases, leases are capitalised as “right-of-use assets” or as “property, plant 
and equipment”. Therefore, the new requirement eliminates the classification of leases as either operating leases or 
finance leases for a lessee. 
 
The new standard is effective for the annual period beginning on January 1, 2019. The Corporation is currently 
assessing the impact of this new standard on its consolidated financial statements. 
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4. Critical accounting judgments and key sources of estimation uncertainty 

 
In the application of the Corporation’s significant accounting policies, management is required to make judgments, estimates, 
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The 
estimates and associated assumptions are based on historical experience and other factors that are considered to be relevant. 
Actual results may differ from those estimates. 
 
The following are the key estimates concerning the future, and other key sources of estimation uncertainty at the end of the 
reporting year, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities 
within the next financial year. 
 
a) Going concern 

The Corporation's ability to continue as a going concern is dependent on securing additional and immediate financing 
and on achieving and maintaining profitable operations. Management has to assess the outcome of these matters 
when preparing the Corporation’s consolidated financial statements. The Corporation’s current level of operations is not 
sufficient to cover its expenses and ongoing commitments, resulting in the negative cash flows generated from its 
operating activities. The Corporation's ability to generate positive cash flows from its operating activities is dependent 
on achieving and maintaining profitable operations. Since inception, the Corporation has been able to finance its 
activities and operate on a going concern basis through issuances of shares, stock warrants, convertible notes, 
convertible debentures and demand loans. However, there is no guarantee that such financing will be available going 
forward (refer to note 1). 

 
b) Tax credits on research and development expenses 

The Corporation’s receivables include refundable tax credits on research and development (R&D) expenses. 
Management has to make a critical judgment related to the eligibility of R&D expenses with regards to the provisions of 
the current tax credits programs. 
 

c) Stock-based compensation 

Stock-based compensation involves the valuation of grants of stock options. The Corporation relies on the fair value 
obtained by applying the Black - Scholes option pricing model. This model requires making assumptions related to the 
risk-free interest rate (with a term that matches the expected life of the options), the expected stock price volatility, the 
expected life of the options and the expected dividend yield on the Corporation’s shares. Management also has to 
estimate the number of options that will eventually vest. Management relies on past experience to make these 
estimates. 
 

d) Fair value of financial instruments 

Financial instruments are presented at fair value. In the absence of active markets in the evaluation of financial assets 
and financial liabilities, the Corporation relies on evaluation techniques based on inputs that are not based on 
observable market data which could cause the actual results to differ from the estimates. 
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5. Short-term investments 

As at

March 31, 2017 March 31, 2016

$

Guaranteed investment certificates, bearing interest between 0.71%

and 1.75% (March 31, 2016 - 0.9% and 1.75%) and maturing between

July 22, 2017 and June 13, 2018 (March 31, 2016 - 

July 22, 2016 and June 13, 2018) 84,827                      103,686               

 
Guaranteed investment certificates are cashable without any penalties and therefore are presented as “current” in the 
statement of financial position.  
 
Guaranteed investment certificates in the amount of $80,000 (March 31, 2016 - $100,000) are pledged as security for an 
account payable of $38,603 (March 31, 2016 - $29,809). 
 
 
6. Accounts receivable 

As at

March 31, 2017 March 31, 2016

$

Customers 576,837                          100,916                

Tax credits on research and development expenses 96,803                            141,453                

Demand loan bearing annual interest rate of 4% (Note 23) 43,500                            43,500                  

Sales taxes 65,760                            31,967                  

Deposits 2,964                              10,612                  

Others, net of allowance for doubtful accounts 410                                 21,654                  

786,274                          350,102                

 

All amounts are due in the short term. The net carrying amounts are a reasonable approximation of their fair value. 
 
As at March 31, 2017 and March 31, 2016, certain customers’ balances became past due. These receivables were mainly 
from long-standing customers who had not as of yet defaulted and had not suffered any changes in their financial condition or 
whose payments were received after year end. The ageing of these accounts is as follows: 
 

As at

March 31, 2017 March 31, 2016

$

0 to 30 days 216,828                         68,347                     

31 to 60 days 9,565                             32,142                     

61 to 90 days 306,358                         422                          

91 days or more 44,086                           5                              

576,837                         100,916                   
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The allowance for doubtful accounts represents the Corporation’s estimates of incurred losses arising from the failure or 
inability of customers to make payments when due. These estimates are based on the ageing of customer balances, specific 
credit circumstances and the Corporation’s historical bad debt experience. The bad debt expense is reported under “Selling 
and administrative”. During the years ended March 31, 2017 and March 31, 2016, the allowance for doubtful accounts varied 
as follows: 

Year ended March 31, 

2017 2016

$

Balance, beginning of year -                          -                     

Amount receivable from an Associate 21,608                    -                     

Balance, end of year 21,608                    -                     

 
 
7. Investments 

As at

Number of companies March 31, 2017 March 31, 2016

$

Shares of publicly traded companies 1 (March 31, 2016 - 5) -                           129,250                

Shares of private companies 3 (March 31, 2016 - 3) -                           -                        

Shares of Associate 1 (March 31, 2016 - 1) -                           -                        

-                           129,250                

The Corporation does not exercise significant influence over the publicly traded companies or the private companies. These 
investments are classified as available-for-sale and are measured at fair value. Changes in fair value are recognized in other 
comprehensive loss. In the case where the fair value cannot be determined, investments are measured and presented at cost. 
 
The Corporation has not been able to obtain the financial statements of the companies in which it has invested for several 
years. As such, all investments are recorded at their cost less depreciation as at March 31, 2017. The Corporation is currently 
assessing the impact a disposal of these investments.  
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The Corporation holds 48 common shares, or 48% (March 31, 2016 – same), of SARL Diagnos Medical, an Algerian 
corporation which is considered an investment in an associate. Investments in associates are initially recorded at cost and are 
subsequently adjusted to reflect the Corporation’s shares in the net profit or loss of the associate. 
 
The following tables disclose a reconciliation of changes in investments: 

Year ended March 31, 

2017 2016

$

Balance, beginning of year 9                   129,250          48,880      

Addition in shares of publicly traded companies 1                   85,000            62,833      

Proceeds from disposal (5)                  (342,383)         (5,040)       

Gain (loss) on disposal of investments -                72,550            (50,960)     

Realized (gain) loss on disposal of available-for-sale financial assets -                (72,550)           50,960      

Net change in value -                128,133          22,577      

Balance, end of year 5                   -                  129,250    

Number of 

companies

 

Share of profit (loss) of an Associate is detailed as follows : 

As at

March 31, 2017 March 31, 2016

$

Revenue of the Associate -                                 -                           

Expenses of the Associate -                                 (1,428)                     

Net profit (loss) of the Associate -                                 (1,428)                     

Participation in the Associate (%) 48                                  48                            

Share of profit ((loss) of an Associate -                                 (685)                        

Adjustment to reflect that share of loss of an Associate

is limited to amounts invested -                                 30                            

-                                 (655)                        
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8. Capital assets 
 

The following tables disclose a reconciliation of changes in capital assets: 
 
 

Year ended March 31, 2017

Office furniture and 

equipments

Computer and Medical 

equipments

Leasehold 

improvements Total 

$

Cost, beginning of year 129,843                          670,973                        42,434                   843,250           

Additions 5,627                              227,492                        -                         233,119           

Cost, end of year 135,470                          898,465                        42,434                   1,076,369        

Accumulated depreciation, 

beginning of year 121,922                          537,635                        42,434                   701,991           

Depreciation 4,714                              162,232                        -                         166,946           

Accumulated depreciation, end of 

year 126,636                          699,867                        42,434                   868,937           

Net carrying value at end of year 8,834                              198,598                        -                         207,432           

Year ended March 31, 2016

Office furniture and 

equipments

Computer and Medical 

equipments

Leasehold 

improvements Total 

$

Cost, beginning of year 128,450                          495,043                        42,434                   665,927           

Additions 1,393                              175,930                        -                         177,323           

Cost, end of year 129,843                          670,973                        42,434                   843,250           

Accumulated depreciation, 

beginning of year 117,011                          479,007                        42,434                   638,452           

Depreciation 4,911                              58,628                          -                         63,539             

Accumulated depreciation, end of 

year 121,922                          537,635                        42,434                   701,991           

Net carrying value at end of year 7,921                              133,338                        -                         141,259           
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9. Intangible assets 
 

The following tables disclose a reconciliation of changes in intangible assets: 
 
 

Year ended March 31, 2017

Mineral claims Computer software Total 

$

Cost, beginning of year 18,255                           134,985                       153,240         

Additions 21,441                           7,871                           29,312            

Cost, end of year 39,696                           142,856                       182,552         

Accumulated amortization, beginning of year 12,139                           119,326                       131,465         

Amortization 11,476                           14,227                         25,703            

Accumulated amortization, end of year 23,615                           133,553                       157,168         

Sub total 16,081                           9,303                           25,384            

less: intangible assets held for sale (16,081)                          -                                (16,081)          

Net carrying value at end of year -                                  9,303                           9,303              

Year ended March 31, 2016

Mineral claims Computer software Total 

$

Cost, beginning of year 17,251                           116,553                       133,804         

Additions 8,155                              18,432                         26,587            

Expired (7,151)                            -                                (7,151)             

Cost, end of year 18,255                           134,985                       153,240         

Accumulated amortization, beginning of year 9,104                              110,682                       119,786         

Amortization 10,186                           8,644                           18,830            

Expired (7,151)                            -                                (7,151)             

Accumulated amortization, end of year 12,139                           119,326                       131,465         

Net carrying value at end of year 6,116                              15,659                         21,775            
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10. Accounts payable and accrued liabilities 
 

As at

March 31, 2017 March 31, 2016

$

Accounts payable and accrued liabilities 621,468                           161,087                     

Salaries and benefits 251,791                           178,329                     

Sales taxes 61,124                             2,966                         

934,383                           342,382                     

 

As at March 31, 2017 and March 31, 2016, certain suppliers’ balances became past due. The aging of these payables is as 
follows: 
 

As at

March 31, 2017 March 31, 2016

$

0 to 30 days 387,424                     107,575                 

31 to 60 days 158,833                     9,086                     

61 to 90 days 31,732                       103                        

91 days or more 43,479                       44,323                   

621,468                     161,087                 

 

The following tables disclose a reconciliation of changes in provisions: 
 

Year ended March 31, 2017

Fiscal audit Litigation Others Total provisions

$

Balance, beginning of year -                  -                  -                  -                       

Payroll deductions at source 14,136            -                  -                  14,136                 

Former employees -                  19,656             97,000             116,656               

Former supplier -                  -                  50,000             50,000                 

Balance, end of year 14,136            19,656             147,000           180,792               

Year ended March 31, 2016

Fiscal audit Litigation Others Total provisions

$

Balance, beginning of year -                  -                  -                  -                       

Payroll deductions at source -                  -                  -                  -                       

Former employees -                  -                  -                  -                       

Former supplier -                  -                  -                  -                       

Balance, end of year -                  -                  -                       
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11. Loans 

As at

March 31, 2017 March 31, 2016

$

Unsecured non-convertible loans 683,000                    474,659                     

During the quarter ended September 30, 2016, the Corporation entered into the following unsecured non-convertible loan 
agreements for an aggregate value of $200,000; 
 

 One loan for $100,000 bearing interest at an annual rate of 10%. This loan was repaid in full during the quarter ended 
December 31, 2016. 

 One loan for $100,000 bearing interest at a monthly rate of 2%. This loan was repaid in full during the quarter ended 

September 30, 2016. 
 

During the quarter ended June 30, 2016, the Corporation entered into two unsecured non-convertible loan agreements (“2017-
Q1 Loans”) for an aggregate value of $300,000. The 2017-Q1 Loans bear interest at an annual rate of 12% and mature 
between April 24, 2017 and June 7, 2017. As part of the 2017-Q1 Loans, the Corporation has granted a total of 2,750,000 
bonus stock warrants entitling the lenders to purchase 2,750,000 shares of the Corporation at a price of $0.05 and $0.06 per 
share for a period of twelve months. The fair value of the stock warrants has been established at $0.02 per warrant, or 
$55,988 in aggregate, using the Black-Scholes option pricing model with the following weighted average assumptions: 
 

Expected life: 1 year Risk-free interest rate: 0.86% 
Liquidity discount: 25% Volatility: 111.36% 

 
During the quarter ended December 31, 2016, one loan in the amount of $150,000 was repaid in full. On April 13, 2017, the 
remaining loan of $150,000 was converted into a $150,000 secured convertible redeemable debenture as part of a private 
placement announced on April 27, 2017 (Note 24). 
 
In March 2016, the Corporation entered into three unsecured non-convertible loan agreements (“Loans”) for an aggregate 
value of $533,000. The Loans bear interest at an annual rate of 12% and mature between March 6, 2017 and March 22, 2017. 
As part of the Loans, the Corporation has granted a total of 5,332,500 bonus stock warrants entitling lenders to purchase 
5,332,500 shares of the Corporation at a price of $0.05 per share for a period of twelve months. The fair value of the warrants 
has been established at $0.011 per warrant, or $58,341 in aggregate, using the Black-Scholes option pricing model with the 
following weighted average assumptions: 
 

Expected life: 1 year Risk-free interest rate: 0.86% 
Liquidity discount: 25% Volatility: 92.15% 

 
As at March 31, 2017, these loans were in default. They were repaid in full during the months of April and May 2017.  
 
From May 1, 2015 to July 14, 2015, an entity related to a director of the Corporation loaned $400,000 to the Corporation in the 
form of a secured convertible demand loan bearing annual interest of 10%. On July 29, 2015, the holder of the demand loan 
proceeded with the conversion of the principal amount owing of $400,000 into secured convertible debentures of the 
Corporation as part of the private placement described in note 13. 
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The following table presents a reconciliation of changes in the loans for the year ended March 31, 2017: 
 

Year ended March 31,

2017 2016

$

Balance, beginning of year 474,659                  -                            

Proceeds from secured convertible demand loans -                          400,000                    

Conversion of secured convertible demand loans -                          (400,000)                   

Proceeds from unsecured non-convertible loans 500,000                  533,000                    

Fair value of stock warrants (55,988)                   (58,341)                     

Accretion 114,329                  -                            

Repayment (350,000)                 -                            

Balance, end of year 683,000                  474,659                    

 
 
12. Convertible Notes 

As at

March 31, 2017 March 31, 2016

Number of units $

Unsecured convertible promissory notes nil (March 31, 2016 - 107) -                                1,066,162                  

Less: short term portion nil (March 31, 2016 - 107) -                                (1,066,162)                 

Long term portion nil (March 31, 2016 - nil) -                                -                             

During the quarter ended June 30, 2016, in repayment of the Unsecured convertible promissory notes (each a “Note”) which 
became due for repayment between March 31 and May 2, 2016, the Corporation issued $930,000 worth of senior secured 
convertible debentures and 4,650,000 stock warrants (see note 13) and paid cash amounts of $130,000 to some of the 
holders of the Notes. 
 
The following table presents a reconciliation of changes in convertible notes for the year ended March 31, 2017: 
 

Year ended March 31,

2017 2016

$

Balance, beginning of year 1,066,162               936,429                    

Private placement of convertible debentures (note  13) (930,000)                 -                            

Repayment (130,000)                 -                            

Gain on settlement of debt (10,000)                   -                            

Accretion 3,838                      129,733                    

Balance, end of year -                          1,066,162                 

 
As at March 31, 2016, 77 Notes, for an aggregate principal amounts of $770,000, were in default. On May 3

rd
 and 18

th
, 2016, 

the Corporation repaid $100,000 and issued $670,000 worth of convertible debentures as settlement. 
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13. Convertible Debentures 

As at

March 31, 2017 March 31, 2016

$

Secured convertible debentures 2,670,000                   2,290,000               

Fair value discount (182,446)                     (472,820)                 

Compounded interest expense 176,150                      152,667                  

Issue expenses (108,041)                     (80,000)                   

2,555,663                   1,889,847               

Secured convertible debentures - short term 1,017,419                   -                          

Secured convertible debentures - long term 1,538,244                   1,889,847               

During the quarter ended September 30, 2016, as part of a non-brokered private placement, the Corporation issued $190,000 
worth of senior secured convertible debentures (each a “Q2-2017 Debenture”) and 950,000 stock warrants (each a “Q2-2017 
Warrant”). The Q2-2017 Debentures bear interest at an annual rate of 12%, and will mature on July 22, 2017. The Q2-2017 
Warrants entitle the holder to purchase one Common Share (“Share”) at a price of $0.06 per Share until July 22, 2017. At the 
sole option of the holders of the Q2-2017 Debentures, the principal amount of the Q2-2017 Debentures may be converted at 
any time during the 1-year term, in whole or in part, into common shares of the Corporation at a price of $0.06 per common 
share. Any accrued interest on the principal, at time of conversion, is immediately payable in cash. 
 
On May 3 and May 18, 2016, as part of a non-brokered private placement, the Corporation issued $930,000 worth of senior 
secured convertible debentures (each a “Q1-2017 Debenture”) and 4,650,000 stock warrants (each a “Q1-2017 Warrant”). The 
Q1 2017 Debentures bear interest at an annual rate of 12%, and will mature on May 3, 2017. The Q1-2017 Warrants entitle 
the holder to purchase one Common Share (“Share”) at a price of $0.06 per Share until May 3, 2017. At the sole option of the 
holders of the Q1-2017 Debentures, the principal amount of the Q1-2017 Debentures may be converted at any time during the 
1-year term, in whole or in part, into common shares of the Corporation at a price of $0.06 per common share. Any accrued 
interest on the principal, at time of conversion, is immediately payable in cash. 
 
There were no cash proceeds as the Q1-2017 Debentures and Q1-2017 Warrants were issued solely in settlement of 
outstanding debt pertaining to Unsecured Convertible and Redeemable Promissory Notes, bearing interest at 10%, with a 
conversion and redemption price of $0.16, issued between March 31, 2014 and May 2, 2014 (see note 12). 
 
The fair value of the Q1-2017 and Q2-2017 Debentures has been established at $966,567 resulting from the difference 
between their nominal values of $1,120,000 and the fair value of the conversion options of $59,195, net of issue expenses of 
$28,039, and the fair value of the warrants of $94,238. 
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On July 29 and August 7, 2015, as part of a private placement, the Corporation issued $2.29 million of senior secured 
convertible debentures (each a “Debenture”). The Debentures bear interest at an annual rate of 10%, and will mature on 
July 29, 2019 (the “Maturity Date”). Interest on the Debentures is calculated from their date of issue and will be paid quarterly 
in arrears beginning October 29, 2016. Interest for the first year will be paid at the Maturity Date and will be compounded 
annually. At the sole option of the Debenture holders, the principal amount of the Debentures may be converted at any time, in 
whole or in part, into common shares of the Corporation (“Common Shares”) at a price of $0.10 per Common Share. Any 
accrued interest on the principal, at the time of conversion, will be immediately payable in cash. 
 
The fair value of the Debentures has been established at $1,743,550 using the discounted cash flows valuation method with 
the following weighted average assumptions: 
 

Maturity: 4 years Nominal interest rate: 10% 
Interest payment frequency: 4 per year   Effective interest rate: 20.03% 

 
The fair value of the conversion options, recorded as an equity item, has been established at $546,450 resulting from the 
difference between the nominal value of the Debentures, $2,290,000 and its fair value of $1,743,550. 
 
During the year ended March 31, 2017, $670,000 worth of Debentures were converted into common shares of the Corporation 
at a conversion price of $0.10 and $90,000 at a conversion price of $0.06. 
 
From May 1, 2015 to July 14, 2015, an entity related to a director of the Corporation loaned $400,000 to the Corporation in the 
form of secured convertible demand loans bearing annual interests of 10%. On July 29, 2015, the holder of the demand loans 
proceeded with the conversion of the principal amount of $400,000 into secured convertible debentures of the Corporation as 
part of the private placement described above. 
 
The following table presents a reconciliation of changes in convertible debentures for the year ended March 31, 2017 and 
March 31, 2016: 
 

Year ended March 31,

2017 2016

$

Balance, beginning of year 1,889,847               -                            

Proceeds from Private Placement 190,000                  1,890,000                 

Conversion of convertible notes 930,000                  -                            

Conversion of secured convertible demand loans -                          400,000                    

Fair value discount (181,472)                 (546,450)                   

Conversion into common shares (704,275)                 -                            

Accretion 436,121                  73,630                      

Compounded interest 23,483                    152,667                    

Issue expenses (28,041)                   (67,700)                     

Issue expenses in the form of stock warrants -                          (12,300)                     

Balance, end of year 2,555,663               1,889,847                 
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14. Leases 

As at

March 31, 2017 March 31, 2016

$

Finance leases 49,567                       -                          

Lease fair value discount (7,296)                        -                          

42,271                       -                          

Finance leases - short term 9,456                          -                          

Finance leases - long term 32,815                       -                          

 
During the year ended March 31, 2017, the Corporation entered into two finance lease agreements for the purchase of 
computer equipment. The minimum monthly payments amount to $1,475 for a term of 36 months ending in November and 
December 2019. The fair value of the leases has been established at $44,792 using the discounted cash flows valuation 
method with the following weighted average assumptions: 
 

Maturity: 3 years Nominal interest rate: 0% 
payment frequency: 12 per year   Effective interest rate: 12% 

 
The following table presents a reconciliation of changes in leases for the years ended March 31, 2017 and March 31, 2016: 
 

Year ended March 31,

2017 2016

$

Balance, beginning of year -                          -                            

Finance leases 44,792                    -                            

Payments (3,514)                     -                            

Accretion 993                         -                            

Balance, end of year 42,271                    -                            
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15. Share capital 
 

As at March 31, 2017 and March 31, 2016, share capital is composed of common shares without par value of which 
149,227,729 (March 31, 2016 – 106,163,823) are issued and outstanding. All the shares have identical rights with respect to 
the distribution of dividends and the repayment of capital. Each share confers the right to one vote at the annual general 
meeting of shareholders. The Corporation is authorized to issue an unlimited number of common shares. 
 
The following table presents the changes to share capital which have occurred during the year ended March 31, 2017: 
 

Number of 

common shares
$

Balance, beginning of year 106,163,823          18,163,302     

Private placement of rights, net of issue expenses 25,005,963            968,965           

Exercice of stock warrants 9,857,945              526,477           

Conversion of debentures 8,199,998              704,275           

Exercice of stock options 50,000                    5,000                

Balance, end of year 149,277,729          20,368,019     

 
 
The following table presents the changes to share capital which have occurred during the year ended March 31, 2016: 
 

Number of common 

shares
$

Balance, beginning of year 106,147,573            18,161,677       

Issuance of common shares on exercice of stock warrants 16,250                     1,625                

Balance, end of year 106,163,823            18,163,302       

 
 
Capital management 

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 and continue as a going 
concern. 
 
The Corporation’s objectives when managing capital are to:  
 

 Maintain financial flexibility in order to preserve its ability to meet financial obligations; 

 Deploy capital to provide an appropriate investment return to its shareholders; and 

 Maintain a capital structure that allows multiple financing options to the Corporation. 
 
The Corporation defines its capital as follows: 
 

 Equity; 

 Long term loans, notes and debentures; 

 Cash; and 

 Investments. 
 
In order to maintain or adjust its capital structure, the Corporation may issue shares, issue warrants, issue stock options, issue 
debt and sell assets. 
 
During the year ended March 31, 2017, the Corporation’s strategy remained unchanged from the previous year. 
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Stock option plan  

The Corporation maintains a stock option plan for its directors, key employees and consultants for which vested options over 
three years can be exercised in order to acquire common shares. Stock option grants vest at 33.33% per year, commencing 
with the first anniversary of the grant and can be exercised over five years. The conditions of exercise are determined by the 
Board of Directors in accordance with the rules of the TSX Venture Exchange. The stock options are usually granted at the 
share price at the close of market on 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 may not exceed 10% of the common shares 
issued and outstanding on the grant date. The maximum number of stock options which the Corporation is authorized to issue 
is 20,000,000. As at March 31, 2017, the outstanding number of stock options available for issuance was 7,682,072 
(March 31, 2016 – 10,688,738). 
  
The following table presents the changes which have occurred during the years ended March 31, 2017 and March 31, 2016, 
with respect to stock options. 

Year ended Year ended

March 31, 2017 March 31, 2016

Number of Weighted- Number of Weighted- 

stock options average stock options average

exercise price exercise price

($) ($)

Outstanding, beginning of year 7,814,684            0.12 6,693,684            0.20

Granted 6,280,000            0.08 3,700,000            0.10

Exercised (50,000)                0.10 -                       -

Forfeited (2,583,335)           0.13 (1,550,000)           0.22

Expired (690,000)              0.28 (1,029,000)           0.39

Outstanding, end of year 10,771,349          0.09 7,814,684            0.12

 
The stock-based compensation expense of $89,472 for the year ended March 31, 2017 (year ended March 31, 2016 - 
$106,825) arising from stock options granted has been amortized according to the graded vesting method and is reported 
under “Selling and administrative” expenses in the consolidated statements of loss and comprehensive loss.  
 
The weighted-average fair value of each stock option grant is estimated at $0.031 for the year ended March 31, 2017 
(March 31, 2016 - $0.045) and is calculated using the Black - Scholes option pricing model with the following weighted 
average assumptions: 
 

Expected life: 5 years (March 31, 2016 – 5 years) Risk-free interest rate: 1.45% (March 31, 2016 – 1.5%) 
Dividend yield: 0% (March 31, 2016 – 0%) Volatility: 99.40% (March 31, 2016 – 85.96%) 

 
The expected volatility was calculated on the Corporation’s share prices over the last 5 years. 
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The following table summarizes information on stock options outstanding as at March 31, 2017 and March 31, 2016: 
 

Options outstanding Options exercisable

as at March 31, 2017 as at March 31, 2017

Exercise price Number of Weighted- Number of Weighted-average

$ options average remaining options exercisable exercise price

outstanding contractual life ($)

(in years)

0.01 - 0.10 9,109,349                  3.8 2,800,120                  0.10

0.11 - 0.20 1,662,000                  1.9 1,162,000                  0.16

0.21 - 0.30 -                             - -                             -

10,771,349                3,962,120                  0.12

Options outstanding Options exercisable

as at March 31, 2016 as at March 31, 2016

Exercise price Number of Weighted- Number of Weighted-average

$ options average remaining options exercisable exercise price

outstanding contractual life ($)

(in years)

0.01 - 0.10 5,962,684                  3.8 1,012,560                  0.10
0.11 - 0.20 1,162,000                  1.6 1,145,333                  0.16

0.21 - 0.30 690,000                     0.5 690,000                     0.29

7,814,684                  2,847,893                  0.26
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16. Reserve 
 

Year ended March 31, 2017

Stock warrants Conversion options Stock options Total 

$

Balance, beginning of year 3,743,741           570,772                           2,252,414            6,566,927             

Private placements 94,238                87,234                             -                       181,472                

Issue expenses (2,336)                 -                                  -                       (2,336)                   

Loans 55,988                -                                  -                       55,988                  

Reversal to accretion -                      (25,792)                           -                       (25,792)                 

Stock-based compensation -                      -                                  89,472                 89,472                  

Balance, end of year 3,891,631           632,214                           2,341,886            6,865,731             

Year ended March 31, 2016

Stock warrants Conversion options Stock options Total 

$

Balance, beginning of year 3,673,100           24,322                             2,145,589            5,843,011             

Private placement 12,300                546,450                           -                       558,750                

Loans 58,341                -                                  -                       58,341                  

Stock-based compensation -                      -                                  106,825               106,825                

Balance, end of year 3,743,741           570,772                           2,252,414            6,566,927             

 
Stock warrants 

 
During the quarter ended September 30, 2016, in connection with the financing described in note 13 above, the Corporation 
issued 950,000 stock warrants entitling the holders to purchase 950,000 shares of the Corporation at a price of $0.06 per 
share for a period of twelve months. The fair value of the warrants has been established at $0.01 per warrant using the Black-
Scholes option pricing model with the following weighted average assumptions:  
 

Expected life: 1 year Risk-free interest rate: 0.86% 
Liquidity discount: 25% Volatility: 116.94% 

 
During the quarter ended June 30, 2016, in connection with the financing described in note 13 above, the Corporation issued 
4,650,000 stock warrants entitling the holders to purchase 4,650,000 shares of the Corporation at a price of $0.06 per share 
for a period of twelve months. The fair value of the warrants has been established at $0.018 per warrant using the Black-
Scholes option pricing model with the following weighted average assumptions:  
 

Expected life: 1 year Risk-free interest rate: 0.86% 
Liquidity discount: 25% Volatility: 105.6% 

 
During the quarter ended June 30, 2016, in connection with the financing described in note 11 above, the Corporation issued 
2,750,000 bonus stock warrants entitling the holders to purchase 2,750,000 shares of the Corporation at a price of $0.06 and 
$0.05 per share for a period of twelve months. The fair value of the warrants has been established at $0.02 per warrant using 
the Black-Scholes option pricing model with the following weighted average assumptions:  
 

Expected life: 1 year Risk-free interest rate: 0.86% 
Liquidity discount: 25% Volatility: 111.36% 
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During the fourth quarter of the year ended March 31, 2016, in connection with the financing described in note 11 above, the 
Corporation issued 5,332,500 bonus stock warrants entitling the holders to purchase 5,332,500 shares of the Corporation at a 
price of $0.05 per share for a period of twelve months. The fair value of the Warrants has been established at $0.011 per 
warrant using the Black-Scholes option pricing model with the following weighted average assumptions:  
 

Expected life: 1 year Risk-free interest rate: 0.86% 
Liquidity discount: 25% Volatility: 92.15% 

 
During the second quarter of the year ended March 31, 2016, in connection with the financing described in note 12 above, the 
Corporation issued 415,333 broker warrants (each a “Warrant”) as part of a commission arrangement with the brokers 
involved with the issuance of the Debentures. Each Warrant is exercisable for one common share of DIAGNOS (each a 
“Common Share”) at a price of $0.15 per Common Share over a two-year period ending July 29, 2017. The Warrants are non-
transferable. The fair value of the Warrants has been established at $0.03 per Unit using the Black-Scholes option pricing 
model with the following weighted average assumptions:  
 

Expected life: 2 years Risk-free interest rate: 0.80% 
Liquidity discount: 25% Volatility: 107.18% 

 
 
The following table presents the changes to stock warrants which have occurred during the years ended March 31, 2017 and 
March 31, 2016: 
 

Year ended March 31, 2017 Year ended March 31, 2016

Number of stock 

warrants

Weighted average 

exercise price ($)

Number of stock 

warrants

Weighted average 

exercise price ($)

Balance, beginning of year 7,247,833                 0.07 58,673,787           0.10

Private placement 5,600,000                 0.06 415,333                0.10

Loans 2,750,000                 0.055 5,332,500             0.05

Exercised (9,857,945)                0.053 -                        0.10

Expired (1,832,500)                0.087 (57,173,787)          0.095

Balance, end of year 3,907,388                 0.07 7,247,833             0.07

 
 
17. Commitments 
 

The Corporation rents offices in Canada under a lease that expires on September 2019. Minimum lease payments recognized 
as an expense during the period totalled $108,324 ($109,543 in 2016).  
 
The Corporation rents offices in Mexico under a lease that expires on June 2017. Minimum lease payments recognized as an 
expense during the period total $22,733 ($0 in 2016). 
 
It also rents offices in United Arab Emirates under a lease that expires in September 2017. Minimum lease payments 
recognized as an expense during the period total $18,110 ($35,642 in 2016). 
 
During the year ended March 31, 2017, the Corporation entered into two finance lease agreements for the purchase of 
computer equipment. The minimum monthly payments for each contract amount to $1,475 for a term of 36 months ending in 
November and December 2019 (refer to note 14). 
 
The following table summarizes information on commitments as at March 31, 2017 and March 31, 2016: 
 

As at

March 31, 2017 March 31, 2016

$

No later than 1 year 136,388                         122,150                   

Later than 1 year and no later than 5 years 86,049                           162,510                   

222,437                         284,660                   
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18. Financial instruments and risk management 

a) Presentation 

As at March 31, 2017

Cash, loans and receivables / 

other liabilities
Fair value through profit or loss Available for sale Total

Fair value Book value Fair value Book value Fair value Book value Fair value Book value

$

Financial assets

Cash 189,861          189,861           189,861           189,861        

Short-term investments 84,827             84,827             84,827             84,827          

Accounts receivable 786,274          786,274           786,274           786,274        

Financial liabilities

Accounts payable and

accrued liabilities 934,383          934,383           934,383           934,383        

Loans 683,000          683,000           683,000           683,000        

Convertible Debentures 2,555,663       2,555,663        2,555,663        2,555,663     

Leases 42,271              42 271           42,271             42,271          

As at March 31, 2016

Cash, loans and receivables / 

other liabilities
Fair value through profit or loss Available for sale Total

Fair value Book value Fair value Book value Fair value Book value Fair value Book value

$

Financial assets

Cash 477,015          477,015           477,015           477,015        

Short-term investments 103,686           103,686           103,686           103,686        

Accounts receivable 350,102          350,102           350,102           350,102        

Investments 129,250         129,250            129,250           129,250        

Financial liabilities

Accounts payable and

accrued liabilities 342,382          342,382           342,382           342,382        

Loans 474,659          533,000           474,659           533,000        

Convertible Notes 1,066,162       1,066,162        1,066,162        1,066,162     

Convertible Debentures 1,889,847       1,889,847        1,889,847        1,889,847     
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b) Fair value hierarchy 

Financial instruments recorded at fair value in the consolidated statements of financial position 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 at the lowest level of the hierarchy for which a significant input has been considered in measuring fair value. 
 
The following tables present the financial instruments recorded at fair value in the consolidated statements of financial position 
classified using the fair value hierarchy described above: 
 

As at March 31, 2017

        Total financial assets

Level 1 Level 2 Level 3 at fair value

$

Financial assets

Short-term investments 84,827         -           -               84,827            

Total financial assets 84,827         -           -               84,827            

        Total financial liabilities

Level 1 Level 2 Level 3 at fair value

$

Financial liabilities

Loans -              -           683,000       683,000          

Convertible Debentures -              -           2,555,663    2,555,663       

Leases -              -           42,271         42,271            

Total financial liabilities -              -           3,280,934    3,280,934       

 
 
During the year, there has been no transfer of amounts between Level 1 and Level 2. 

As at March 31, 2016

        Total financial assets

Level 1 Level 2 Level 3 at fair value

$

Financial assets

Short-term investments 103,686       -             -                 103,686       

Investments – shares 129,250       -             -                 129,250       

Total financial assets 232,936       -             -                 232,936       

        Total financial liabilities

Level 1 Level 2 Level 3 at fair value

$

Financial liabilities

Loans -              -             474,659         474,659       

Convertible Notes -              -             1,066,162      1,066,162    

Convertible Debentures -              -             1,889,847      1,889,847    

Total financial liabilities -              -             3,430,668      3,430,668    
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c) Risks 

The Corporation is exposed to certain risks which could have a material impact on its ability to achieve its strategic growth 
objectives. The Corporation strives to control and mitigate its business and financial risks through management practices that 
require the ongoing evaluation, identification and implementation of risk mitigating measures that help reduce or eliminate risks 
related to its business 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 customer or financial 
institution may default, in part or in whole, on their financial obligations, as they come due.  

Cash and short-term investments  

Cash as well as short-term investments are mainly risk-free or low-risk investments, such as cash and guaranteed term deposits 
held by recognized financial institutions. None of these short-term investments consist of asset-backed commercial paper. 
Consequently, management considers the credit risk related to cash and short-term investments to be low as at March 31, 2017 
and March 31, 2016. 

Customers 

In the normal course of business, the Corporation grants credit terms to its customers. The Corporation reviews and, if required, 
establishes allowances for doubtful accounts on a regular basis. For other accounts receivable, the Corporation determines, on a 
continuing basis, the probable losses and establishes a provision to account for such losses based on the estimated realizable 
value.  

As at March 31, 2017, 86% of accounts receivable from customers was attributable to three customers active in the healthcare 
industry (54% as at March 31, 2016, from three customers). It should be noted that given the specialization of the Corporation’s 
market niche, it is most likely that such concentration risk is expected to continue. However, from one year to the next, it is rare that 
the same customers make up this concentration. Despite the concentration of its customers, the credit risk is mitigated through 
monitoring of its customers and the additional measures available to the Corporation, as previously described. 

Additionally, as at March 31, 2017: 

 8% of the net accounts receivable are over 90 days old (0% as at March 31, 2016); 

 accounts receivable from customers exceeding the normal payment terms of 30 days for which no allowance was applied 
represented 62% of the net accounts receivable from customers (33% as at March 31, 2016). 

Management is reasonnably assured that its receivables will be collected, and therefore considers the credit risk related to 
accounts receivable to be low as at March 31, 2017 and March 31, 2016. 

 

ii. Liquidity Risks 

Liquidity risk is the risk that the Corporation cannot meet its obligations as they come due. On an ongoing basis, the Company 
monitors and manages its actual and projected cash flows, with the primary objectives of maintaining liquidity and financial 
flexibility. In addition, the Corporation’s policy is to target contracts that will generate positive cash flows throughout their execution.  

As at March 31, 2017, accounts payable, loans, convertible notes, convertible debentures and leases that were due in the next 12 
months totalled $2,644,258 (March 31, 2016 - $1,883,203). Considering the available liquidities to meet its obligations, the 
Corporation's exposure to liquidity risk as at March 31, 2017 and March 31, 2016 is high and is dependant on the Corporation's 
ability in securing additional financing and achieving and maintaining profitable operations. Refer to going concern assumptions in 
note 1. 
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The following are the contractual maturities of liabilities and commitments as at the end of the reporting date: 

As at March 31, 2017

Less than Between 1 Between 2 Overs

one year and 2 years and 5 years 5 years

Accounts payables and accrued liabilities 934,383                 -                         -                         -                         

Loans 683,000                 -                         -                         -                         

Convertible Debentures 1,017,419              1,538,244              -                         -                         

Leases 9,456                     18,219                   14,596                   -                         

2,644,258              1,556,463              14,596                   -                         

As at March 31, 2016

Less than Between 1 Between 2 Overs

one year and 2 years and 5 years 5 years

Accounts payables and accrued liabilities 342,382                 -                         -                         -                         

Loans 474,659                 -                         -                         -                         

Convertible Notes 1,066,162              -                         -                         -                         

Convertible Debentures -                         1,889,847              -                         -                         

1,883,203              1,889,847              -                         -                         

 

iii. Interest Rate Risk 

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

As at March 31, 2017 and March 31, 2016, the Corporation's exposure to interest rate risk is summarized as follows: 

 

Short-term investments Fixed interest rate 

Accounts receivable Non-interest bearing 

Investments Non-interest bearing 

Accounts payable and accrued liabilities Non-interest bearing 

Loans Fixed interest rate 

Convertible notes Fixed interest rate 

Convertible debentures Fixed interest rate 

Leases Fixed interest rate 

 

As at March 31, 2017 since the amount of $84,827 (March 31, 2016 – $103,686) in short term investments is not significant, any 
material changes in interest rates upon renewal would not have a significant impact on the Corporation’s net profit or loss. 

As at March 31, 2017, an increase of 1% in the nominal interest rates related to loans, convertibles notes, convertible debentures 
and leases would have a cash impact of $33,530 (March 31, 2016 - $34,478) on the Corporation’s net profit or loss. Considering 
the available liquidities to meet its obligations, the Corporation's exposure to increases in interest risk as at March 31, 2017 and 
March 31, 2016 is high and is dependant on the Corporation's ability in securing additional financing and achieving and maintaining 
profitable operations. Refer to going concern assumptions in note 1. 
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iv. Market Risk 

Market risk refers to the adverse consequences of stock price changes on the Corporation’s investments in shares. Investments in 
shares are currently mainly composed of shares of corporations traded on the TSX Venture Exchange. As at March 31, 2017, since 
the value of investments in shares is $0, the Corporation is not exposed to changes in stock pricing. As at March 31, 2016, a 
negative or positive variation of 50% of the value of the shares held would have an absolute impact of $64,625 on the Corporation’s 
comprehensive loss. Consequently, management considers the market risk related to investments in shares to be low. 

v. Exchange Rate Fluctuations Risk 

Exchange rate fluctuations risk refers to the adverse consequences of exchange rate changes on the Corporation’s cash flows, 
financial position and income. During the period, revenues and expenses arose from transactions occuring in Canadian dollars and 
other currencies.  

The Company is exposed to fluctuations in the currency rates of five currencies. Movements in foreign currencies against the 
Canadian dollar may impact revenues, the nominal amount of certain financial assets and financial liabilities, and negatively affect 
the Company’s profit or loss. While some hedging strategies limit exposure, there is no absolute protection against exchange rate 
fluctuations. 

As at March 31, 2017 and March 31, 2016, the following balances presented within the statement of financial position are 
denominated in foreign currency and, as such, are exposed to exchange rate flutuation risk: 

As at

March 31, 2017 March 31, 2016

Amounts in CAD

Bank account - USD 2,236                       35,036                    

Bank account - INR 63,352                     49,231                    

Bank account - AED 4,747                       21,619                    

Bank account - MXN 2,427                       4,437                      

Bank account - PLN 160                          15,887                    

Accounts receivable - AED 16,400                     -                          

Accounts receivable - USD -                          1,145                      

Accounts receivable - INR 30,473                     -                          

Accounts receivable - MXN 478,130                   -                          

Accounts payable - AED (8,614)                     (10,036)                   

Accounts payable - USD (2,456)                     (3,933)                     

Accounts payable - INR (120,541)                 (154,185)                 

Accounts payable - MXN (110,579)                 (567)                        

Accounts payable - PLN (3,060)                     (3,036)                     

352,675                   (44,402)                   

Absolute impact on results of a 25% variance in foreign exchange rates 88,169                     (11,101)                   

 

Consequently, management considers the exchange rate fluctuation risk to be high as at March 31, 2017 and low as at March 31, 
2016. 
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19. Expenses by nature 
 

Year ended March 31,

2017 2016

$

Depreciation and amortization 192,649                82,369                    

Audit 60,092                  59,563                    

Bad debt 21,608                  -                          

Communications 58,547                  44,471                    

Consulting fees 657,871                410,353                  

Equipment 106,142                7,178                      

Leasing 160,758                157,205                  

Legal fees 103,521                340,293                  

(Gain) loss on disposal of investments (72,550)                 50,960                    

(Gain) loss on receivables payable in shares (34,000)                 9,627                      

Marketing 146,857                60,503                    

Overhead 307,017                234,516                  

Remuneration 2,216,775             2,110,639               

Subcontracting 236,741                -                          

Tax credits (101,470)               (165,000)                 

Travel and living 303,658                302,015                  

4,364,216             3,704,692               

 
20. Income taxes 

As at March 31, 2017 and March 31, 2016, income taxes recoverable are composed essentially of non-capital losses and 
investment tax credits. Based on available information, it is not probable that income taxes recoverable on these amounts wil l be 
realized in the near future, therefore, no deferred tax asset was recorded in these restated consolidated financial statements.  

Provision for income taxes: 

Year ended March 31,

2017 2016

$

Provision for income taxes -                       -                   

Provision for deferred income taxes

Deferred income taxes arising from the reversal 

of temporary differences (1,263,917)           (751,954)          

Impact of the changes in income tax rates 3,460                   -                   

Un-recognized deferred tax assets on deductible temporary

differences, tax credits and deferred tax losses 1,260,457            751,954           

-                       -                   

Provision for income taxes -                       -                   
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Reconciliation of tax rates : 

Year ended March 31, 2017

Canada Mexico
Others and 

consolidation
Total

$

Net loss before income taxes (2,455,528)           (403,271)              (70,746)                (2,929,545)       

Statutory federal and provincial tax rates 26.88% 30.00% 26.88% 26.88%

Provision for income taxes calculated at statutory tax rates (659,932)              (120,981)              (19,013)                (787,326)          

Impacts of the following items:

Non-deductible expenses 24,050                 18,592                 -                       42,642             

Changes to income tax rates on deferred income 3,460                   -                       -                       3,460               

Impact of foreign jurisdiction tax rates -                       -                       -                       (12,600)            

Impact of foreign exchange conversion of subsidiairies -                       2,483                   -                       2,483               

Un-recognized deferred tax assets on deductible temporary differences,

tax credits and deferred tax losses 509,453               85,012                 -                       594,465           

Others 122,969               14,894                 19,013                 156,876           

-                       -                       -                       -                   

 

Year ended March 31, 2016

Canada
Others and 

consolidation
Total

$

Net loss before income taxes (2,933,586)           (258,845)              (3,192,431)       

Statutory federal and provincial tax rates 26.90% 26.90% 26.90%

Provision for income taxes calculated at statutory tax rates (789,135)              (69,629)                (858,764)          

Impacts of the following items:

Non-deductible expenses 39,558                 -                       39,558             

Un-recognized deferred tax assets on deductible temporary differences,

tax credits and deferred tax losses 751,954               -                       751,954           

Others (2,377)                  69,629                 67,252             

-                       -                       -                   
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Deferred income taxes : 

Year ended March 31,

2017 2016

Canada Mexico $

(in CAD) (in MXN)

Operating losses carried forward 4,252,944          1,297,268      0.0709 4,344,947           3,240,186         

Investment tax credits 1,231,459          -                 -                  1,231,459           1,175,088         

SR&ED expenditures 1,544,751          -                 -                  1,544,751           1,473,493         

Non-deductible provision -                     81,000           0.0709 5,745                  -                    

Capital assets and intangible assets 144,854             -                 -                  144,854              122,582            

Deferred tax assets 7,271,756           6,011,349         

Valuation allowance (7,271,756)          (6,011,349)        

-                      -                    

Foreign 

exchange

 

Operating losses carried forward: 

As at March 31, 2017, the Corporation had operating tax losses available in Canada and Mexico for which no deferred assets were accounted for. The following table 
summarizes the expiry of the losses per fiscal jurisdiction: 

Canada Mexico Total

$

2026 9,342                          40,910                        50,252                       

2027 177,589                      254,651                      432,240                     

2028 93,504                        -                              93,504                       

2029 1,585,748                   -                              1,585,748                  

2030 1,557,531                   -                              1,557,531                  

2031 854,384                      -                              854,384                     

2032 1,491,339                   -                              1,491,339                  

2033 1,314,805                   -                              1,314,805                  

2034 850,751                      -                              850,751                     

2035 1,958,526                   -                              1,958,526                  

2036 1,972,657                   -                              1,972,657                  

2037 2,754,539                   -                              2,754,539                  

14,620,715                 295,561                      14,916,276                
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21. Net change in non-cash operating working capital items  

 
The changes in non-cash working capital items are as follows: 
 

Year ended March 31,

2017 2016

$

Increase (decrease) in accounts receivable, net of payment in shares (521,172)                   109,696            

Gain (loss) on receivables payable in shares 34,000                      (9,627)               

Decrease in prepaid expenses 32,068                      2,355                

Increase in accounts payable and accrued liabilities 592,001                    68,932              

Decrease in deferred revenue (91,883)                     (87,150)             

45,014                      84,206              

 
22. Segment information 

 
The Corporation is active in the following sectors: 

a) Healthcare:  Image analysis services through CARA (Computer Assisted Retinal Analysis), a software tool which assists health 
specialists in the detection of diabetic retinopathy. 

b) Natural resources:  Data mining consulting services through CARDS (Computer Aided Resource Detection System), a software 
tool used to assist exploration companies in identifying mining deposits. In addition, the Corporation offers project management 
services. 

 

Net results per sector: 

Year ended March 31, 2017 Year ended March 31, 2016

Healthcare
Natural 

resources
Total Healthcare

Natural 

resources
Total

$ $

Revenue 1,803,510        586,541       2,390,051     627,730         353,750       981,480        

Costs of services and

research and development (1,207,072)      (463,878)      (1,670,950)    (896,349)        (288,637)     (1,184,986)    

Selling and administrative (2,583,551)      (109,715)      (2,693,266)    (2,326,185)     (193,521)     (2,519,706)    

(Loss) profit before interest (1,987,113)      12,948         (1,974,165)    (2,594,804)     (128,408)     (2,723,212)    

Interest expense (955,380)         -               (955,380)       (447,094)        (22,125)       (469,219)       

Net (loss) profit (2,942,493)      12,948         (2,929,545)    (3,041,898)     (150,533)     (3,192,431)    

 

74% of revenues earned from the healthcare sector for the year ended March 31, 2017 were attributable to one governmental 

organization (52% of revenues earned from the healthcare sector for the year ended March 31, 2016 were attributable to one global 

pharmaceutical corporation). 
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Net results by continent: 

 

Year ended March 31, 2017

America Asia Europe
Inter company 

adjustments
Total

$

Revenue 3,190,291        144,943         2,978              (948,161)            2,390,051        

Costs of services and

research and development (2,472,894)      (122,347)        (26,175)           950,466             (1,670,950)       

Selling and administrative (2,620,761)      (32,608)          (38,140)           (1,757)                (2,693,266)       

Loss before interest (1,903,364)      (10,012)          (61,337)           548                    (1,974,165)       

Interest expense (955,326)         (54)                 -                  -                     (955,380)          

Net loss (2,858,690)      (10,066)          (61,337)           548                    (2,929,545)       

Year ended March 31, 2016

America Asia Europe
Inter company 

adjustments
Total

$

Revenue 911,869           130,583         35,926            (96,898)              981,480           

Costs of services and

research and development (1,085,262)      (126,037)        (44,152)           70,465               (1,184,986)       

Selling and administrative (2,488,985)      (10,070)          (40,384)           19,733               (2,519,706)       

Loss before interest (2,662,378)      (5,524)            (48,610)           (6,700)                (2,723,212)       

Interest expense (459,892)         (952)               (8,375)             -                     (469,219)          

Net loss (3,122,270)      (6,476)            (56,985)           (6,700)                (3,192,431)       
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Revenue by geographic area presented on the basis of the country of contract signature: 

 

Year ended March 31,

2017 2016

$

Mexico 1,330,457              74,094                  

Canada 586,541                 353,871                

India 142,809                 130,583                

Kenya 59,345                   -                        

Nigeria 58,753                   -                        

United Arab Emirates 56,200                   267,979                

Colombia 55,781                   5,925                    

Turkey 47,524                   -                        

Malaysia 46,956                   -                        

Poland 3,060                     35,926                  

United States of America 2,625                     53,081                  

Switzerland -                         60,021                  

2,390,051              981,480                
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Presentation by significant countries:  

 

 

Year ended March 31, 2017

Canada Mexico
Other 

countries
Total

$

Comprehensive loss items

Revenue 913,725           1,330,457    145,869       2,390,051     

Cost of services and research and development (191,291)         (1,331,137)   (148,522)      (1,670,950)    

Selling and administrative expenses (2,237,545)      (384,973)      (70,748)        (2,693,266)    

Interest expense (939,760)         (15,566)        (54)               (955,380)       

Foreign exchange translation 96,683             10,305         7,275           114,263        

Comprehensive loss (2,358,188)      (390,914)      (66,180)        (2,815,282)    

Other information

Current assets 502,911           483,031       106,568       1,092,510     

Non-current assets 102,530           114,205       -               216,735        

Current liabilities (2,365,887)      (124,436)      (162,135)      (2,652,458)    

Non-current liabilities (1,571,059)      -               -               (1,571,059)    

Net assets (3,331,505)      472,800       (55,567)        (2,914,272)    

Year ended March 31, 2016

Canada Mexico
Other 

countries
Total

$

Comprehensive loss items

Revenue 740,877           74,094         166,509       981,480        

Cost of services and research and development (854,503)         (160,294)      (170,189)      (1,184,986)    

Selling and administrative expenses (2,417,548)      (51,704)        (50,454)        (2,519,706)    

Interest expense (469,219)         -               -               (469,219)       

Foreign exchange translation 94,128             1,141           (6,040)          89,229          

Comprehensive loss (2,906,265)      (136,763)      (60,174)        (3,103,202)    

Other information

Current assets 834,294           4,980           139,064       978,338        

Non-current assets 211,761           -               80,522         292,283        

Current liabilities (1,957,934)      (6,916)          (18,436)        (1,983,286)    

Non-current liabilities (1,889,847)      -               -               (1,889,847)    

Net assets (2,801,726)      (1,936)          201,150       (2,602,512)    
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23. Related party transactions 

The Corporation’s related parties include its subsidiaries and associate entity as well as the Corporation’s key management 
personnel. Key management personnel include directors and officers.  

The following table presents the transactions with key management personnel during the years ended March 31, 2017 and 
March 31, 2016: 

Year ended March 31,

2017 2016

$

Base salary 559,438                   580,100                   

Stock-based compensation 83,972                     38,360                     

Incentives 40,000                     80,000                     

Sales commissions 79,495                     28,000                     

Interest on demand loan -                           1,740                       

Payment of interest on demand loan -                           (1,740)                      

762,905                   726,460                   

 

As at March 31, 2017, an amount receivable from an associate of $21,608, for which collection is unsure, was added to the 
allowance for doubtful accounts.  

From May 1, 2015 to July 14, 2015, an entity related to a director of the Corporation loaned $400,000 to the Corporation in the form 
of a secured convertible demand loan. On July 29, 2015, the holder of the demand loan proceeded with the conversion of the 
principal amount owing of $400,000 into secured convertible debentures of the Corporation as part of the private placement 
described in note 13. 

The following table presents the balances outstanding with key management personnel as at: 

March 31, 2017 March 31, 2016

$

Demand loan receivable, annual interest rate of 4% 43,500                               43,500                          

Convertible Debentures, annual interest rate of 10% (500,000)                            (500,000)                       
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24. Subsequent events 
 

On April 27, 2017, the Corporation announced the closing of a non-brokered private placement (“Private Placement”) initially 
announced on April 13, 2017, of 261 units (each a “Unit”), for an aggregate value of $2,610,000 of which gross cash proceeds 
amounted to $2,460,000 following the conversion of one outstanding short term loan into 15 Units representing $150,000. A portion 
of the gross receipts was used to repay outstanding loans in the amount $533,000 (refer to note 11). 

On May 25, 2017, the Corporation announced the reception of a certificate for 8,000,000 common shares of Majescor Resources 
Inc. pursuant to the sale of the assets from its mining division initially announced on March 15, 2017. The financial results from the 
mining división for the past two years are detailed in note 22 on segment information. 

The following table presents the major classes of assets and liabilities related to this operation classified as held for sale at the 
reporting date: 

March 31, 2017

$

Intangible assets 16,081                   
 

 
25. Discontinued operations 

 

As part of the May 25, 2017 sale of the assets of the mining division, net assets were identified as held for sale where all criteria 
were met (refer to note 24). In addition, the Corporation’s operations related to the mining division were identified as discontinued 
operations.  

The impact on the statements of cash flows is as follows: 

Cash Flows from discontinued operations Year ended March 31,

2017 2016

$

Net cash flows from operating activities (95,074)                    70,773                     

Net cash flow from investing activities (20,992)                    (118,895)                  

Net cash flows from financing activities 320,942                   (3,115)                      

204,876                   (51,237)                    
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26. Restatement of previously issued financial statements 

 

After the release of the March 31, 2017 consolidated financial statements, the Corporation determined that the conversion options 
embedded in the secured convertible debentures and the stock warrants issued during the fiscal years ended March 31, 2016 and 
March 31, 2017 should have been classified as equity upon initial recognition. The impacts of such adjustments for the year ended 
March 31, 2017 are reflected in these restated consolidated financial statements. The Corporation previously reported a 
comprehensive loss of $5,306,378 and a basic diluted comprehensive loss per share of $0.04 for the year ended March 31, 2017. 
The restatement resulted in a comprehensive loss of $2,815,282 and a basic diluted comprehensive loss per share of $0.02. The 
variance in comprehensive loss of $2,491,096 is detailed as follows: 
 

Year ended March 31, 2017

$

Reversal of change in fair values of conversion options (2,195,109)                                       

Reversal of change in fair values of warrants (84,133)                                            

Adjustment to interest expense (211,854)                                          

(2,491,096)                                       

 

The prior period adjustments had no impact on the consolidated statements of loss and comprehensive loss for the year ended 
March 31, 2016. 

The prior period adjustments had the following impacts on the consolidated statements of financial position for the years ended 
March 31, 2017 and March 31, 2016. 
 

As at March 31, 2017

Loans
Convertible 

Debentures
Reserve Deficit

$

As previously reported 767,443            5,132,123          6,695,924    (32,704,943)     

Reclassification of 2016 conversion options to equity -                    -                     546,450       (546,450)          

Reversal of warrants derivatives (84,443)             (151,460)            150,226       85,677             

Reversal of conversion options derivatives -                    (2,425,000)         87,234         2,337,766        

Reversal of fair value of conversion options upon conversion -                    -                     (615,647)      615,647           

Other -                    -                     1,544           (1,544)              

Restated balance 683,000            2,555,663          6,865,731    (30,213,847)     

As at March 31, 2016

Convertible 

Debentures
Reserve

$

As previously reported 2,436,297          6,020,477    

Reclassification of conversion options to equity (546,450)            546,450       

Restated balance 1,889,847          6,566,927    
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