


MESSAGE TO SHAREHOLDERS

We are pleased to present the results of the third quarter for the fiscal year 2005. These results were
substantially in line with management expectations. Activities during the quarter remained in line with
our plans and our Company commitment to develop testing platforms for early-stage cancer diagnosis.

The summer months have seen a significant drop in value of many companies in the biotech sector,
with U.S. and Canadian indices having declined significantly. We were pleased to see that during the
same period DiagnoCure’s value did not decline, but rather held firm demonstrating a solid basis for
valuation.

On May 31, 2005, DiagnoCure announced the presentation of an important new preliminary study into
the potential prognostic value of the PCA3 gene. This important study, using the research assay
developed in the laboratory of Dr. Jack Schalken of The University of Nijmegen, demonstrated the
potential of prognostic information showing the level of aggressiveness of existing prostate cancer
from the PCA gene and provides impetus for more extensive clinical research studies. These findings
were announced at the Annual Meeting of the American Urological Association in San Antonio, TX.

Since the conclusion of the exclusive worldwide license of the PCA3 technology for prostate cancer
diagnosis to Gen-Probe Incorporated, significant progress continues to be made on the development of
the Gen-Probe Aptima platform based prostate cancer assay. Recently, in presentations to its own
shareholders and analysts, Gen-Probe confirmed the significance of the PCA3 assay to its developing
product portfolio and that the product launch schedule remains on track with an ASR release of the
assay scheduled for the U.S. for December 2005 and Europe in 2006. Pivotal U.S. clinical trials are
also scheduled to start in 2006. Furthermore, by disclosure in an SEC Form 8-K filed by Gen-Probe on
June 3, 2005, it was announced that Gen-Probe has entered into a Research Agreement with
GlaxoSmithKline, to provide, on an investigational basis, the Gen-Probe PCA3 assay to test up to
6,800 clinical samples obtained from patients enrolled it GSK’s REDUCE™ clinical trial, which is
designed to determine the efficacy and safety of GSK’s drug dutasteride in reducing the risk of prostate
cancer in men at increased risk of the disease. This agreement is a strong additional validation of the
potential for the PCA3 gene and it will expose the assay to clinicians and professionals worldwide. We
expect that with the launch of the ASR version of the test in December 2005 DiagnoCure will start to
receive royalty payments on test sales by Gen-Probe in 2006.

During the quarter, DiagnoCure welcomed two new members to its senior executive team. In May,
Thom Skinner, CA, an experienced finance and healthcare executive joined the Company as our Chief
Financial Officer. In July, following the departure of Dr. Camille Chypre, the company appointed Dr.
Timothy J. Holzer, PhD, an accomplished U.S. diagnostics executive to head the company’s research
and development program.

We are also pleased to announce that in June 2005, DiagnoCure received the 2005 Armand-Frappier
Foundation award in the category of Healthcare. This award pays tribute to a company that was
successful in the conception, the development and the commercialization of a scientific innovation or
to its outstanding contribution in research and development.

DiagnoCure remains deeply committed to the belief that winning the battle against cancer will require
accurate and early diagnosis. Our operations and research and development program continues to
support that commitment.



MANAGEMENT’S DISCUSSIONS AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS FOR THE PERIOD ENDED JULY 31, 2005

The following information should be read in conjunction with the company’s unaudited consolidated
financial statements and related notes included herein, together with our audited consolidated
financial statements for the year ended October 31, 2004 and related notes. Management’s comments
were prepared to explain the Company’s operations, performance and financial position as of July 31,
2005. They compare this third quarter and the nine-month period of operating results and cash
position with those of the third quarter and the nine-month period ended July 31, 2004. The
information contained herein is up to date as of August 26, 2005.

Overview

DiagnoCure Inc. (hereafter called the “Company” or “DiagnoCure”), founded in 1994, is a leading
developer and provider of innovative high value immunoassay and molecular diagnostic tests for the
early detection of cancer. Specifically, the Company specializes in the development of cancer
diagnostic kits incorporating gene and monoclonal antibody markers. The first non-invasive test the
Company developed was based on proprietary monoclonal antibodies designed to detect bladder
cancer, which is presently commercialized under the brand name of ImmunoCyt™ in the United States
and uCyt+™ in the rest of the world. In 2003, DiagnoCure completed the development of uPM3™, a
first-generation qualitative non-invasive test for the detection of prostate cancer, which is presently
offered by Bostwick Laboratories in the United States under the Analyte Specific Reagent (ASR)
format based on the PCA3 gene technology for which the Company holds exclusive worldwide
diagnostic and therapeutic rights. In 2003, DiagnoCure announced the signing of an exclusive
worldwide license to Gen-Probe Incorporated (NASDAQ: GPRO) for the development and
commercialization of urinary diagnostic products using DiagnoCure’s PCA3 technology in return for
CDNS$14 million to be paid over three years, of which CDN$5.2 million has been paid to date. The
Company will also receive an 8% royalty on the first US$50 million of end-user net sales by Gen-Probe
and a 16% royalty on all subsequent sales. The next contracted license payment, of US$ 3 million, will
be received by DiagnoCure form Gen-Probe in November 2005.

2005 First Nine-Month Highlights

DiagnoCure has remained true to its mission to become a leading developer and provider of innovative,
high-value, diagnostic tests for the early detection of cancer. During the past 9 months ended July 31,
2005, the Company continued to support the development and commercialization of its PCA3 prostate
cancer detection technology in cooperation with its U.S. partner Gen-Probe.

In April 2005, three presentations were made relative to Gen-Probe’s prototype assay for the highly
specific prostate cancer PCA3 gene. Two presentations were made at the 37th American Association
for Clinical Chemistry Oak Ridge Conference and a third was presented at the annual meeting of the
American Association for Cancer Research (AACR). The most significant data demonstrated that
Gen-Probe’s assay was able to detect prostate cells in 100 % of samples tested after a conventional
digital rectal exam (DRE), in contrast to 82 % of samples after an aggressive DRE with DiagnoCure’s
uPM3 assay.

Recognizing that there is a movement away from manual diagnostic tests, development of an
automated version of our bladder cancer test, Immunocyt™/uCyt+™, has progressed during the past
nine months and the test will soon be available on our proprietary automated microscopy workstation.
In addition, we have added three additional tests to the automated microscopy workstation to improve
its capital investment value to potential purchasers.

During the period the company also announced pilot study results using molecular markers as an aid in
the detection of lung cancer in patients undergoing bronchoscopy. The pilot study evaluated gene
expression in tissue samples obtained from 73 normal and confirmed lung cancer patients during
bronchoscopy.  Sensitivity in a cocktail of molecular markers was 90 % compared with a



corresponding cytologic sensitivity of only 37%. Combined sensitivity of the molecular markers and
cytology was 98% with a negative predictive value of 94%.

In December 2004, the Company acquired from McGill University a worldwide exclusive license to the
CDP/Cux protein technology for the detection of breast cancer. Under the terms of the agreement,
DiagnoCure’s rights to this technology also extend to the detection of any other cancer. The company
has begun preliminary studies into the use of this protein for cancer detection.

In March 2005, Mr. Paul Gobeil, FCA was elected to the Board of Directors at the Annual
Shareholders” meeting and was subsequently appointed as Chairman of the Board of Directors of the
Company.

In April 2005, DiagnoCure received the 2005 Genesis Award in the category of “Entrepreneurship /
Biotechnology / Biopharmaceutical” during the 5™ annual Genesis Awards ceremony in Montreal.
This award is given to the Company that has demonstrated a superior rate of growth and has achieved
outstanding results for the effective management of its alliances, financial capabilities and research
teams. This award also honors the Company whose executives have demonstrated leadership and a
growth-oriented management style.

On May 9, 2005, DiagnoCure appointed Mr. Thom Skinner, CA as Chief Financial Officer. Mr.
Skinner’s experience spans more than 30 years in corporate finance including twenty years in
healthcare-related industries.

On May 31, 2005, the United States Patent and Trademark Office granted the first patent relating to the
PCAS3 gene technology. Specifically, the patent primarily deals with the promoter region of the PCA3
gene that may be useful in the development of a therapeutic application of this highly prostate cancer-
specific gene.

In June 2005, DiagnoCure received the 2005 Armand-Frappier Foundation Award in the category
Healthcare. This award pays tribute to a company that was successful in the conception, the
development and the commercialization of a technological or scientific innovation or to its outstanding
contribution in research and development. It also highlights the important contribution by the company
in the advancement of healthcare research. The Armand-Frappier Foundation Awards honors those
companies that have significantly contributed to the growth of Quebec’s human or animal health,
environmental or agro-food sectors

In July 2005, following the departure of Dr. Camille Chypre, Vice President Research and
Development, DiagnoCure announced the appointment of Dr. Timothy J. Holzer, PhD, an
accomplished U.S. diagnostics executive to head the company’s research and development program.
Dr. Holzer has a demonstrated track record in the management and direction of research and
development with such noted companies as Centocor Diagnostics Inc. (Malvern, PA) and in the
Diagnostic Division of Abbott Laboratories. He has received several awards and has authored over 30
publications relative to his field.



Financial Results

For the Three-Month Period Ended July 31, 2005

Third Quarter Results for the Three-Month Periods Ended July 31, (Unaudited)

2005 2004 2003

$ $ $

Sales 537,922 413,633 137,300

Revenue under research and license agreement 974,604 1,124,428 ---

Interest 170,757 32,740 33,720

Total revenues 1,683,283 1,570,801 171,020
Cost of sales (1323,333) (312,561) (79,288)

Gross margin 1,359,950 1,258,240 91,732
Operating expenses (2,244,149) (1,424,434 ) (808,407 )
Net loss (884,199) (166,194 ) (716,675)
Diluted net loss per share (0.03) (0.00) (0.02)

Total revenues for the third quarter of 2005 were $1,683,283 compared with $1,570,801 for the third
quarter of 2004, an increase of 7 %. Sales of ImmunoCyt™ / uCyt+™ were $105,779 for the third
quarter of 2005 versus $130,998 for the same period a year ago. Sales of uPM3™ ASR test for the
third quarter of 2005 were $146,784 compared to $126,992 for the same period of 2004. By virtue of
our agreement with Gen-Probe, the current, DiagnoCure version of the uPM3™ test will be withdrawn
at the end of 2005 when Gen-probe introduces its version of the PCA3 test. Consequently, we have not
pursued further marketing efforts while electing to not undermine Gen-Probes future PCA3 sales
potential. Sales of our subsidiary, Samba Technologies SAS, were $285,359 for the third quarter of
2005 compared to $155,643 a year ago. Revenue under research and license agreements (Gen-Probe)
was $974,604 for the third quarter of 2005 compared with $1,124,428 for the same period of 2004.
This decrease of $149,824 is due solely to the variation of the Canadian dollar relative to payments
received in U.S. dollars. Interest income increased by $138,017 from $32,740 for the third quarter of
2004 to $170,757 for the third quarter of 2005. This significant increase is attributable to the interest
being generated by the company’s cash and investment holdings, the net product of $22,332,108 from
the public offering of July 2004.

Cost of sales increased from $312,561 for the third quarter of 2004 to $323,333 for the third quarter of
2005. Cost of sales as a percentage of relevant sales decreased by 15% between the periods.

Operating expenses rose from $1,424,434 for the third quarter of 2004 to $2,244,149 for the same
period in 2005, for an increase of $819,715 or 58%. This increase reflects the plan to grow the
company and the implementation of that plan through increased investment in R & D, sales and
marketing and administrative structure. Specifically:

» Research and development expenses, net of investment tax credits, increased by $275,733,
58%, from $478,557 for the third quarter of 2004 to $754,290 for the same quarter in 2005.
The increase in research and development expenses is attributable to the acceleration of
investments in the development of our current and potential future products and the initiation
of the research to develop a test for the detection of breast cancer.

e General and administrative expenses increased by 64 %, from $336,578 for the third quarter of
2004 to $553,312 for the same quarter in 2005. This increase of $216,734 is due to an increase
in communications and investor relation expenses, administrative salaries and other staff
related expenses.



» Selling and business development expenses increased by $138,938, 38%, from $366,309 for
the third quarter of 2004 to $505,247 for the same quarter in 2005. This increase is due to the
intensification of our marketing plan to promote the introduction of our automated microscopy
workstation and the sale of ImmunoCyt™ .

o Stock-based compensation expenses increased by $158,286, from $175,959 for the third
quarter of 2004 to $334,245 for the same period of 2005. This increase is due to normal
accounting amortization. The disclosure of this non-cash item was initiated in 2005 to comply
with the new accounting regulation. (See Changes in Accounting Policies, Stock-Based
Compensation, below).

As a result of the items noted above, for the third quarter of 2005, DiagnoCure recorded a net loss of
$884,199 or $0.03 per share, compared with $166,194, or $0.00 per share, for the third quarter of 2004.

For the Nine-Month Period Ended July 31, 2005

Nine-Month Periods Results Ended July 31, (Unaudited)

2005 2004 2003

$ $ $

Sales 1,820,923 1,086,807 385,765

Revenue under research and license agreement 3,013,931 3,150,611

Interest 591,993 114,086 105,647

Total revenues 5,426,847 4,351,504 491,412
Cost of sales (1,252,157) (816,820) (244,039)

Gross margin 4,174,690 3,534,684 247,373
Operating expenses (6,293,355) (4,269,348 (2,700,332)
Net loss (2,118,665) (734,664 ) (2,452,959 )
Diluted net loss per share (0.07) (0.02) (0.08)

Total revenues for the nine-month period ended July 31, 2005 were $5,426,847 compared with
$4,351,504 for the same period of 2004, an increase of 25%. Sales of ImmunoCyt™ / uCyt+™ were
$348,653 for the first nine-month of 2005 versus $409,246 for the same period a year ago. This is a
decrease of 15% and we believe reflects the decrease in the use of manual assay’s and the move to
automated platform tests as discussed above. Sales of uPM3™ ASR test were up 35% for the first
nine-month of 2005 at $443,905, compared to $327,904 for the same period of 2004. Sales of our
subsidiary, Samba Technologies SAS, were $1,028,365 for the first nine-month of 2005 compared to
$349,657 a year ago, reflecting DiagnoCure’s efforts to support this subsidiary. Revenue under
research and license agreement was $3,013,931 for the nine-month period ended July 31, 2005
compared with $3,150,611 for the same period of 2004. Interest income increased from $114,086 for
the nine-month period ended July 31, 2004 to $591,993 for the same period of 2005. This significant
increase is attributable to the interest being generated by the company’s cash and investment holdings,
the net product of $22,332,108 from the public offering of July 2004.

Cost of sales increased from $816,820 for the first nine-month of 2004 to $1,252,157 for the first nine-
month of 2005. This increase is due to the growth in our overall sales and a different mix of product
sales, with higher margins, by our subsidiary Samba Technologies SAS.

Operating expenses rose from $4,269,348 for the first nine-month of 2004 to $6,293,355 for the same
period in 2005, for an increase of $2,024,007 or 47%. Once again, this increase reflects the plan to
grow the company and the implementation of that plan through increased investment in R & D, sales
and marketing and administrative structure. Specifically:

» Research and development expenses, net of investment tax credits, increased by $703,704,
from $1,401,131 for the first nine-month of 2004 to $2,104,835 for the same period in 2005.



CERTIFICATION OF INTERIM FILINGS DURING TRANSITION PERIOD IN
ACCORDANCE WITH MULTILATERAL INSTRUMENT 52-109 CERTIFICATION OF
DISCLOSURE IN ISSUER ANNUAL AND INTERIM FILING

I, Pierre Désy, President and Chief Executive Officer of DiagnoCure Inc., certify that:

* | have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of DiagnoCure Inc., (the
issuer) for the interim period ending July 31, 2005;

» Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect to
the period covered by the interim filings; and

* Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings.

Date: September 9, 2005

(Signed)
Pierre Désy
President and Chief Executive Officer

CERTIFICATION OF INTERIM FILINGS DURING TRANSITION PERIOD IN
ACCORDANCE WITH MULTILATERAL INSTRUMENT 52-109 CERTIFICATION OF
DISCLOSURE IN ISSUER ANNUAL AND INTERIM FILING

I, Thom Skinner, CA, Chief Financial Officer of DiagnoCure Inc., certify that:

1. | have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-109
Certification of Disclosure in Issuers’ Annual and Interim Filings) of DiagnoCure Inc., (the
issuer) for the interim period ending July 31, 2005;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a
statement not misleading in light of the circumstances under which it was made, with respect to
the period covered by the interim filings; and

3. Based on my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the financial
condition, results of operations and cash flows of the issuer, as of the date and for the periods
presented in the interim filings.

Date: September 9, 2005

(Signed)
Thom Skinner, CA
Chief Financial Officer



CONSOLIDATED STATEMENTS

FOR THE PERIODS ENDED JULY 31

(UNAUDITED)

Consolidated Statements of Operations

three-month period

nine-month period

2005 2004 2005 2004
$ $ $ $
Revenues
Sales 537,922 413,633 1,820,923 1,086,807
Cost of sales (323,333) (312,561 ) (1,252,157) (816,820)
Gross margin 214,589 101,072 568,766 269,987
Revenue under research and license agreement 974,604 1,124,428 3,013,931 3,150,611
Interest 170,757 32,740 591,993 114,086
1,359,950 1,258,240 4,174,690 3,534,684
Operating expenses
Research and development expenses 852,284 553,087 2,435,753 1,620,365
Investment tax credits (97,994 ) (74,530) (330,918) (219,234)
754,290 478,557 2,104,835 1,401,131
General and administrative expenses 553,312 336,578 1,392,900 1,040,353
Selling and business development expenses 505,247 366,309 1,593,796 1,204,780
Stock-based compensation 334,245 175,959 935,499 434,026
Depreciation of property, plant and equipment 75,472 54,622 210,976 153,139
Financial expenses 14,326 6,685 34,583 19,696
Amortization of intangibles 7,257 5,724 20,766 16,223
2,244,149 1,424,434 6,293,355 4,269,348
Net loss before income taxes (884,199 ) (166,194 ) (2,118,665 ) (734,664 )
Provision for income taxes --- - - -
Net loss (884,199) (166,194 ) (2,118,665) (734,664)
Weighted average number
of common shares outstanding 34,242,048 30,850,345 34,208,933 29,692,706
Net loss per share (0.03) (0.00) (0.07) (0.02)
Diluted net loss per share (0.03) (0.00) (0.07) (0.02)
Consolidated Statements
of Deficit 2009 2008
Deficit beginning of period (33,679,977) (31,845,604 )
Change in accounting policy for stock-based compensation (note 3) (706,605 ) (65,392)

Restated deficit, beginning of period
Add
Net Loss

(34,386,582 )

(2,118,665 )

(31,910,996 )

(734,664 )

Deficit, end of period

(36,505,247 )

(32,645,660 )




CONSOLIDATED STATEMENTS
(UNAUDITED)

FOR THE PERIODS ENDED JULY 31

Consolidated Statements of Cash Flows

three-month period nine-month period
2005 2004 2005 2004
$ $ $ $
OPERATING ACTIVITIES
Net loss (884,199) (166,194 ) (2,118,665 ) (734,664 )
Adjustments for:
Stock-based compensation (note 4) 334,245 175,959 935,499 434,026
Depreciation and amortization 82,729 60,346 231,742 169,362
(467,225) 70,111 (951,424) (131,276 )
Net change in non-cash working capital items (948,036 ) (523,275) (1,406,984 ) 1,424,624
Cash flows related to operating activities (1,415,261) (453,164 ) (2,358,408 ) 1,293,348
INVESTING ACTIVITIES
Change in investments 1,474,142 (2,898,773) 3,285,711 (4,436,123
Acquisition of property, plant and equipment (139,061) (64,121) (483,313) (205,192)
Acquisition of intangibles (20,558) (3,351) (60,443) (97,953)
Acquisition of business (65,586 )
Cash flows related to investing activities 1,414,523 (2,966,245) 2,741,955 (4,804,854 )
FINANCING ACTIVITIES
Issue of capital stock 122,072 23,875,039 134,959 24,037,239
Issue expenses related to common shares (1,417,891) (1,417,891)
Cash flows related to financing activities 122,072 22,457,148 134,959 22,619,348
Net increase in cash and cash equivalents 121,334 19,037,739 518,506 19,107,842
Cash and cash equivalents, beginning of period 1,046,024 460,984 648,852 390,881

Cash and cash equivalents, end of period 1,167,358 19,498,723 1,167,358 19,498,723




CONSOLIDATED BALANCE SHEETS

(UNAUDITED) (AuDITED)
JuLy 31, OCTOBER 31,
2005 2004
$ $
Current assets
Cash and cash equivalents 1,167,358 648,852
Temporary investments 15,555,466 13,566,263
Accounts receivable 1,064,157 619,146
Investment tax credits receivable 599,846 506,784
Prepaid expenses 220,301 102,036
Total current assets 18,607,128 15,443,081
Long-term investments 7,280,437 12,555,351
Property, plant and equipment 925,561 653,224
Intangibles 313,290 273,613
27,126,416 28,925,269
. —_—_ ’ .
Liabilities and Shareholders’ Equity
Current liabilities
Accounts payable and accrued liabilities 1,249,262 1,445,127
Deferred revenues 45,457 600,238
Total current liabilities 1,294,719 2,045,365
Shareholders’ equity
Capital stock /note 4] 59,402,442 59,261,027
Contributed surplus /note 4/ 2,934,502 2,005,459
Deficit (136,505,247 ) (34,386,582 )
25,831,697 26,879,904
27,126,416 28,925,269




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

As OF JuLy 31, 2005

1. Financial Information

The accompanying unaudited consolidated financial statements have been prepared in accordance with
Canadian generally accepted accounting principles for interim information. Accordingly, they do not
include all of the information and footnotes required by generally accepted accounting principles for
complete financial statements. The information with respect to the October 31, 2004 consolidated
balance sheet is derived from the Company’s audited financial statements. These unaudited interim
financial statements should be read in conjunction with the notes appearing in the Company’s audited
financial statements for the year ended October 31, 2004 and the accompanying notes.

2. Incorporation and nature of business

The Company was incorporated on December 8, 1994 under Part 1A of the Companies Act (Québec).
DiagnoCure Inc. is a biotechnology company which specializes in the development and
commercialization of products relating to the diagnosis of cancer. The subsidiary Samba Technologies
SAS specializes in software development activities relating to the automation of diagnostic tests.

The Company intends to continue its research and development and marketing efforts. The Company’s
operations are subject to all the inherent risks related to setting up and running an emerging
biotechnology company, such as successfully completing its research and development activities,
marketing its products and obtaining the required financing.

3. Changes in accounting policies
Stock-Based Compensation

Effective November 1%, 2004, the Company retroactively adopted the CICA accounting recommendation
3870 relating to stock-based compensation and other payments. The Company retroactively applied this
method of accounting to all stock options granted to employees and directors, on or after November 1%,
2002 and restated the financial statement for the comparative period to reflect this change in accounting
policy. The fair value of each option granted to employees and directors since November 1%, 2002, was
estimated on the date of the grant using the Black-Scholes option-pricing model and was amortized as
compensation expense over the vesting period of the granted option. These expenses were included in
the stock-based compensation expense and credited to the contributed surplus.

4. Capital stock

Authorized

An unlimited number of shares of the following classes, without nominal value:
Common, voting and participating shares.

Preferred shares, issuable in series, non-voting, of which the rights,
privileges, restrictions and conditions attached to each series will be
determined by the directors upon the issuance of each series.



As OF JuLy 31, 2005

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

4. Capital stock (Cont’d)

(UNAUDITED) (AUDITED)
JuLy 31, OCTOBER 31,
2005 2004
$ $
Issued and fully paid

34,277,043 common shares (34,182,810 as of October 31, 2004) 59,402,442 59,261,027
Capital stock Amount
$
Balance as of October 31, 2004 59,258,831

Cumulative effect on change in accounting policy
For stock options exercised 2,196
Restated balanced as of October 31, 2004 59,261,027

JuLy 31, 2005

Number of Amount
shares $

Capital stock
Balance, beginning of period 34,182,810 59,261,027
Issuance of common shares 94,233 134,959
Stock options exercised as part of the stock-based compensation --- 6,456
Balance, end of period 34,277,043 59,402,442

Stock options

During the nine-month period ended July 31, 2005, the Company granted 322,500 options to certain key
employees and directors. The weighted average fair value of stock options granted during this period
amounted to $4.54 per stock option. The fair value of each option granted was determined using the
Black-Scholes option-pricing model and the following weighted average assumptions:

Risk-free interest rate 4.73 %
Expected life 10 years
Expected volatility in the market price of the shares 106 %

Expected dividend yield



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

As OF JuLy 31, 2005

4. Capital stock (Cont’d)

The Black-Scholes option-pricing model was developed for use in estimating the fair value of traded
options, which have no vesting restrictions and are fully transferable. In addition, option-pricing models
require the use of highly subjective assumptions including the expected stock price volatility. Because
the Company’s employees and directors stock options have characteristics significantly different from
those of traded options, and because changes in the subjective assumptions can have a material effect on
the fair value estimate, in management’s opinion, the existing option pricing models do not necessarily
provide a single measure of the fair value of its employees and directors stock options.

Contributed Surplus

For stock options granted to keys employees and directors after November 1%, 2002, the Company
records compensation expense using a fair value method. Fair value is determined by using Black-
Scholes option pricing model. Compensation cost are recognized over the vesting period as an increase
to stock-based compensation expense and credited to contributed surplus. When options are exercised,
the proceeds received by the Company, together with the fair value amount in contributed surplus are
credited to capital stock.

Contributed Surplus Amount
$
Balance as of October 31, 2004 1,301,050
Cumulative effect on change in accounting policy (note 3)
For stock-based compensation 706,605
For stock options exercised (2,196)
Restated balance as of October 31, 2004 2,005,459
Stock-based compensation expense 935,499
Stock options exercised (6,456 )

Balance as of July 31, 2005 2,934,502




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

As OF JuLy 31, 2005

5. Segmented Information
Information pertaining to segmented earnings for the three-month periods ended July 31, 2005 and
July 31, 2004.

Consolidated Biotechnologies Software Development
amounts
2005 2004 2005 2004 2005 2004
$ $ $ $ $ $
Revenue from
External sales 1,683,283 1,570,801 1,398,002 1,415,158 285,281 155,643
Inter-segment sales (10,614) (6,738) 10,614 6,738
1,683,283 1,570,801 1,387,388 1,408,420 295,895 162,381
Earnings (loss) before the
Following items: 301,391 555,353 302,511 669,404 (1,120) (114,050)
Stock-based compensation 334,245 175,959 334,245 175,959
Depreciation and amortization 82,729 60,346 82,420 60,044 309 303
Segmented earnings (loss) (115,583) 319,048 (114,154 ) 433,401 (1,429) (114,353)
Net R&D expenses 754,290 478,557
Financial expenses 14,326 6,685
Net loss (884,199) (166,194 )

Information pertaining to segmented earnings for the nine-month periods ended July 31, 2005 and
July 31, 2004.

Consolidated Biotechnologies Software Development
amounts
2005 2004 2005 2004 2005 2004
$ $ $ $ $ $
Revenue from
External sales 5,426,847 4,351,504 4,398,482 4,001,847 1,028,365 349,657
Inter-segment sales (19,387) (54,658) 19,387 54,658
5,426,847 4,351,504 4,379,095 3,947,189 1,047,752 404,315
Earnings (loss) before the
following items: 1,187,994 1,289,551 1,250,968 1,608,375 (62,974) (318,824)
Stock-based compensation 935,499 434,026 935,499 434,026
Depreciation and amortization 231,742 169,362 230,839 168,872 903 490
Segmented earnings (loss) 20,753 686,163 84,630 1,005,477 (63,877) (319,314)
Net R&D expenses 2,104,835 1,401,131
Financial expenses 34,583 19,696
Net loss (2,118,665) (734,664 )

6. Comparative Figures

Certain of the 2004 figures have been reclassified in order to conform with the presentation adopted in
2005.
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