
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
OPERATIONS AND FINANCIAL CONDITION 

 
FOR THE YEAR ENDED OCTOBER 31, 2007



Synodon Inc.  Year ended October 31, 2007 

Page 2 of 15 

 

MANAGEMENT DISCUSSION AND ANALYSIS 

This Management Discussion and Analysis (“MD&A”) was prepared as of February 20, 2008 
and should be read in conjunction with the Corporation's comparative audited annual financial 
statements for the year ended October 31, 2007 and the notes contained therein. The 
accompanying consolidated financial statements have been prepared in accordance with 
Canadian generally accepted accounting principles (“GAAP”) and the Corporation’s reporting 
currency is the Canadian dollar. Synodon is a reporting issuer in the Provinces of British 
Columbia, Alberta, Saskatchewan, Manitoba, Ontario and Nova Scotia. The Corporation’s 
shares trade on the TSX Venture Exchange under the symbol “SYD”. 

Additional information relating to the Corporation is available on the System for Electronic 
Document Analysis and Retrieval (“SEDAR”) web site at www.sedar.com. 

This MD&A contains forward-looking statements. Please see the section “Note Regarding 
Forward-looking Statements” for a discussion of the risks, uncertainties and assumptions 
relating to those statements. 

Overview 

Synodon Inc. is an advanced remote sensing technology company which has developed a 
proprietary platform technology called realSens™ (the "Technology") that has been proven to be 
capable of measuring small ground-level gas concentrations from an aircraft flying up to 300 
meters in altitude.  

The underlying technology and detection principle of realSens™ was developed and proven 
through Canada's Space Program by the University of Toronto and Canadian Space Agency and 
then further refined by Synodon's scientists.  The Technology is designed to be capable of 
passively and remotely sensing ground-level concentrations of a wide variety of gases such as 
methane, ethane and other hydrocarbon based gases as well as ammonia, carbon monoxide and 
nitrogen oxides.  Unlike the space technology on which it is based, which measures gases from 
instruments located in earth's orbit (typically 100 to 700 km altitude), realSens™ is intended to do 
so from within the atmosphere.  

The potential applications for realSens™ are very broad as it could be applied to various 
circumstances that require the remote measurement of ground-level gas concentrations such as: 
hydrocarbon emissions, pollution monitoring, industrial emission inventory, hazardous gas 
monitoring during emergencies, greenhouse gas emission inventory, illegal drug manufacturing 
detection, chemical weapon monitoring and other military and security based applications.  For 
each one of these applications, a targeted, slightly modified version of the Technology could be 
used as each specific instrument can be built to measure one to four primary gases such as 
ammonia, benzene, nitrogen oxides and carbon monoxide. 

The first gas sensing market targeted by Synodon is the detection of hydrocarbon emissions from 
the world's oil and gas industries, of which the market is estimated at $1.6 billion a year.  
Synodon's first commercial detection instrument is currently being tested and is tuned to detect 
ethane, which enables a broad range of applications in the natural gas industry while a planned 
benzene measuring instrument will be deployed for sensing opportunities in the oil sectors.  
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The first vertical market Synodon will focus its efforts upon will be the natural gas pipeline 
market.  This market consists of pipeline operators who own or control gathering, transmission 
and distribution lines. In this sector, Synodon has already achieved a number of successful 
prototype tests of the realSens™ technology with its strategic partners.  The gas leak detection 
service that Synodon will provide is expected to offer a lower priced and potentially more 
accurate gas leak sensing solution compared to current inspection methods in this market sector. 

The realSens™ technology has a number of competitive features that are expected to make it a 
more economic and effective leak detection application than currently existing natural gas leak 
detection technologies.  The primary feature is the fact that realSens™ has been developed for 
use on aircraft allowing it to have an inspection speed that is 70 - 80 times faster when compared 
to current ground deployed solutions. 

Since inception, Synodon has expended $7.2 million primarily for product research and 
development but also for initial marketing, advertising, promotion and public relations activities. 
The Corporation has not been profitable since its inception and expects to incur further losses in 
continuing the development of its product. The Corporation does not expect to generate 
significant revenues until the completion of a number of customer flight demonstrations in the 
first half of 2008. The Corporation is currently implementing marketing and sales strategies for 
its product. 

The Corporation has expensed all research and development and prototype expenditures as 
incurred with no development expenditures being capitalized. The Corporation has not yet met 
the specific criteria under Canadian GAAP related to technical, market and financial feasibility to 
allow for the capitalization of development costs.  At October 31, 2007, the Corporation had 
approximately $4,160,600 of non-capital losses available to reduce future taxable income and 
$84,800 of investment tax credits available to reduce income taxes payable.  

Main Accomplishments during the Year 

On April 30, 2007 the Corporation announced the completion of the manufacturing of the first, 
full-scale instrument and the commencement of laboratory testing. Subsequently four main 
milestones have been achieved: the completion of the laboratory testing of this instrument, the 
manufacturing and assembly of the helicopter pod, the in-flight vibration testing of the pod and 
instrument and the demonstration of airborne gas leak detection capabilities. 
 
The Corporation has spent significant time testing the performance of the realSens™ instrument 
in a controlled, laboratory setting. Various parameters such as focussing quality and stray light 
errors have been measured and proven to be at or better than original design requirements. The 
next step was to perform calibration measurements by using a thermal target as a signal source 
and map the response and characteristics of all the infrared detectors (the current realSens™ 
model uses a total of 40 detectors to measure the gas leaks). The majority of the testing effort was 
focused on analysing the instrument response to various gas concentrations. The results of these 
detailed laboratory tests were fully in line with the expected performance predicted by design. 
 
The second major milestone achievement during this period was the completion of the helicopter 
pod manufacturing and its subsequent assembly and installation on a Bell-206 LongRanger 
helicopter. A first flight test was undertaken with this system complete with a fully functional 
electronics package, but without the realSens™ instrument. Instead, a metal block of the same 
weight and center of gravity was installed in its location. A number of accelerometers were 
mounted at strategic locations inside the pod and were used to record vibration levels during 
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different flight segments. Analysis of the data collected during these flight tests confirmed that 
the operational vibration environment is as anticipated during the design phase and that the 
realSens™ instrument is compatible with this environment. 
 

 
Helicopter pod installed on Bell-206 prior to vibration flight testing 

 

 
realSens™ instrument during integration on helicopter pod 

 
 
 
 
The next step in the testing process was to integrate the realSens™ instrument in the helicopter 
pod and initiate the flight testing campaign.  
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The realSens™ flight tests were performed in December 2007 in Tucson, Arizona. The goals of 
the first set of flights was to, (i) measure the signals over the target regions, (ii) observe how well 
the realSens™ technology operated, and (iii) provide data to allow an estimate of the observable 
leak rates. The target region of the flights was the Pima County Fairgrounds (PCF), southeast of 
Tucson. The goal of the second set of flight was to detect a surface level leak of ethane in the 
PCF area. 
 

 
December 2007 general flight path 

 
The results of the first set of flight test were: 
 
1. Demonstrated that the realSens™ instrument is compatible with the helicopter flight 
environment. 
2. Demonstrated that the realSens™ instrument meets the radiometric specifications. This is a 
validation of the realSens™ instrument concept and optical design and the instrument 
manufacturing quality. 
3. Demonstrated that the realSens™ instrument performance is within the required range and is 
slightly better than the Corporation’s predictions. This also validates the analytic model that the 
Corporation has used to predict the instrument performance. 
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The results of the second set of flight tests were: 
 
1. Demonstrated that the realSens™ instrument detects ground level plumes of ethane from a 
helicopter, 
2. Detected the leak every time that it passed over the gas,  
3. Did not detect a plume when no gas was present (no false leaks), 
4. Detected plumes downwind of the leak source (up to 40 m from the source), 
5. Demonstrated that the realSens™ instrument performance is within the the Corporation 
specified range and is slightly better than the Synodon analytical model prediction. 
 

 
Example of detected ethane plume over aerial image 

 
The results of the December flight tests were announced in a release on January 3, 2008 and are 
very significant since the Corporation was able to demonstrate that the realSens™ technology 
performs to the level required to start demonstrations to prospective natural gas pipeline 
customers (the first market vertical entry into the roughly $1.6 billion hydrocarbon remote 
sensing industry).  
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Next Steps 
 
Following these successful test results, the Corporation plans to initiate a public demonstration of 
the realSens™ technology at which pipeline company representatives as well as other industry 
stakeholders will be invited. Subsequent to these public tests, the Corporation intends to perform 
a number of demonstrations on operational pipeline networks for a few, specific natural gas 
pipeline operators with which it also intends to initiate contract negotiations shortly following 
these tests. 
 
Summary of Quarterly Results 

Quarterly 
Statement of 
Income 

Three Months Ended, 
October 31, 

2007 
($) 

July 31, 2007 
($) 

April 30,  
2007 
($) 

January 31, 
2007 
($) 

October 31, 
2006 
($) 

Net loss for the 
period 

(368,334)      
 

        (621,654) 
 

(364,207) 
 

(451,993) (231,601)

Loss per share (basic 
and diluted) 

(0.02)            
 

             (0.03) 
 

(0.02) 
 

(0.02) (0.01)

Weighted-average 
shares outstanding 

20,315,502    
 

     20,249,023 
 

20,247,904 
 

18,297,213 17,255,550

 

Selected Financial Information 

Statements of Loss and Deficit, Years ended October 31, 2007 
($) 

2006 
($) 

2005 
($) 

Total revenue — — — 

Research and development costs, net of government assistance (1,061,767) (205,312) (803,811) 

Stock-based compensation expenses (131,619) (92,400) (447,500) 

Office and general administrative expenses (638,107) (516,210) (454,945) 

Other revenue and expenses 25,305 (31,675) (194,505) 

Net loss for the year (1,806,188) (845,597) (1,900,761) 

Loss per share (basic and diluted)  (0.09)  (0.05)  (0.18) 

Deficit, at end of year (5,753,258) (3,947,070) (3,101,473) 
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Balance Sheets October 31, 
2007 
($) 

2006 
($) 

2005 
($) 

Total assets 165,223 807,307 116,922 

Total liabilities 884,135 1,146,778 855,756 

Share capital 4,239,464 3,285,593 1,776,483 

Warrants on issue of units 256,634 — — 

Contributed surplus 538,248 322,006 586,156 

Deficit, at end of year (5,753,258) (3,947,070) (3,101,473) 

 

Comparison of Years Ended October 31, 2007 and 2006 

Results of Operations 

An operating loss of $1,806,188 or $0.09 per share was incurred for the year ended October 31, 
2007, which compares to an operating loss of $845,597 or $0.05 per share for the year ended 
October 31, 2006. The increase in expenses is attributable primarily to an increase in research and 
development costs, a decrease in government assistance to reduce research and development 
costs, an increase in stock based compensation and an increase in administrative expenses. 

Research and Development Expenses 

In 2007, the Corporation continued to dedicate significant resources to research and development 
of its technology, particularly through third party contractors. Gross research and development 
costs incurred during 2007 were $1,341,549 compared to $1,134,846 in 2006. A portion of the 
2007 expenses were recovered through three government programs as described below. Research 
and development costs, net of these government contributions, were $1,061,767 in 2007 and 
$205,312 in 2006.  Research and development costs are comprised of two main categories: wages 
and benefits and third party subcontractors and materials. 

For the years ended October 31 
2007 

($) 

2006 

($) 

2005 

($) 

Wages and benefits 324,633 371,475 445,048 

Subcontractors and materials 1,016,916 763,371 643,899 

Gross research and development costs 1,341,549 1,134,846 1,088,947 

      Less    

Investment tax credit benefits recorded 64,658 305,751 47,591 

IERD funding 6,034 194,663 237,545 

SDTC funding 209,090 429,120 - 

Research and development costs, net 1,061,767 205,312 803,811 
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The slight decrease in wages and benefits was due to fewer hours being spent on R&D by one 
technical staff, with the remainder being refocused on operations. The subcontractor costs 
increased significantly due to the finalization of the commercial instrument and helicopter 
mounting system manufacturing contracts with U.S. based suppliers. 

With the first commercial system now completed and tested, the Corporation anticipates that the 
R&D expenses will decrease significantly and the remaining development costs to bring the 
technology to commercialization will be approximately $300,000. 

Recoveries of Research and Development Expenses 

The Corporation recorded investment tax credits ("ITC") of $64,658 for the year ended October 
31, 2007, earned on qualifying SR&ED activities for Canadian tax purposes, as a reduction of 
research and development costs. During the year ended October 31, 2006, the Corporation 
recorded a benefit of $305,751 as a reduction of research and development costs for ITCs earned.   

The Corporation has been receiving assistance from a government program called Industry 
Energy Research and Development Program ("IERD"). For the year ended October 31, 2007, 
$6,034 of IERD funding was included as a reduction of research and development costs. For the 
year ended October 31, 2006 the amount was $194,663. The maximum amount of funding 
available to Synodon for this project is $600,000 and as of October 31, 2007 there was $48,413 of 
available funding remaining to be claimed. The advances are non-interest bearing and are only 
repayable upon revenue earned from the funded technology, at an amount of 3% of revenue 
earned in connection with this project. 

The Corporation has also been receiving assistance from the Canada Foundation for Sustainable 
Development Technology (“SDTC”). Upon the Corporation attaining pre-determined milestones, 
SDTC has advanced non-repayable funds totalling the lesser of $650,000 and 24.77% of the 
eligible project costs, less 10% holdbacks on each advance. As at October 31, 2007, Milestone #1 
and #2 were earned and the Corporation received $529,155 ($587,950 less 10% holdback) for 
these milestones. The Corporation also received an advance of $55,845 ($62,050 less 10% 
holdback) for Milestone #3.  As at October 31, 2007, the Corporation has earned $50,260 of the 
Milestone #3 funding. The balance of $11,790 has been recorded as deferred government 
assistance and was fully earned by December 31, 2007. 

Stock Based Compensation Expenses 

Stock-based compensation has increased to $131,619 in 2007 from $92,400 in 2006. In 2007, the 
Corporation established a director stock option compensation framework and issued options 
vesting over a 3 year period. In 2006, the decrease was primarily due to fewer options to key 
management employees.  

Office and General Administrative Expenses 

Office and administrative expenses increased to $638,107 in 2007 versus $516,210 in 2006 
primarily as a result of increases in auditing and listing fees as well as IT services. The table 
below outlines the key components that comprise office and administrative expenses. 
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For the years ended October 31, 2007 
($) 

 2006 
          ($) 

 2005 
($) 

 

       
Legal and professional fees  114,139 18% 86,072 17%  26,400 6% 
Consulting 151,672 24%   154,173 30%   87,916 19% 
Travel   46,547  7% 35,037 7%   56,169 12% 
Wages  130,359 20%   130,256 25% 144,676 32% 
Rent and utilities   63,832 10% 62,707 12%   64,750 14% 
Other   131,558 21% 47,965 9%   75,034 17% 
       
Total 638,107 100% 516,210 100% 454,945 100% 
 
Legal and professional fees were up in 2007 compared to 2006 primarily due to an increase in 
auditing fees and legal costs related to the public listing process. In 2007, travel expenses 
increased due to travel costs associated with completion of manufacturing and field testing. Other 
office and general administrative expenses were up dramatically due to an increase in filing and 
listing fees, insurance coverage for equipment and directors and website and network 
maintenance. 

Other Expenses 

While financing and interest cost remained relatively constant in 2007 versus 2006, other 
expenses decreased dramatically due to foreign exchange gains, and interest earned in 2007.   

Capital Resources and Liquidity 

The Corporation's financial statements have been prepared by management in accordance with 
Canadian GAAP on a going concern basis which presumes the realization of assets and discharge 
of liabilities in the normal course of business for the foreseeable future. 

The Corporation has incurred significant losses since incorporation and as at October 31, 2007, 
the Corporation has an accumulated deficit of $5,753,258. The Corporation's ability to continue 
as a going concern is dependent upon achieving profitable operations, the continued financial 
support of its investors and the ability to obtain additional debt or equity financing.  The outcome 
of these matters cannot be predicted at this time. At present, the Corporation does not have 
sufficient cash to continue its activities in the normal course of business. The Corporation is 
currently seeking a new round of financing which must be completed or some other financing 
obtained in order to continue in business 

Funds used in operations, being net loss adjusted for non-cash operating items and changes in 
non-cash working capital items, was $1,488,325 for the year ended October 31, 2007 compared to 
$849,024 for the year ended 2006.  

Since inception, Synodon has financed its working capital requirements primarily through 
proceeds received from equity and debt financing. Financing activities during the year ended 
October 31, 2007 consisted primarily of cash in the amount of $1,725,197 from the issuance of 
equity through an Initial Public Offering and a private placement, as well as $90,668 from 
obligations under capital leases. Financing activities during the year ended October 31, 2006 
consisted primarily of cash in the amount of $1,079,341 from the issuance of two separate private 
placements, as well as the issuance of promissory notes totalling $112,000. 
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Investing activities during the three-year period ended October 31, 2007 related primarily to the 
acquisition of various capital assets such as computers, software and research and development 
tools. In the year ended October 31, 2007, investing expenditures related to these items were 
incurred in the amount of $8,164, while in 2006 the amount was $5,590. 

Related Party Transactions 

In 2007 and 2006 interest was incurred on debt outstanding to directors of the Corporation. These 
related party transactions occurred during the normal course of the Corporation's operations and 
are measured at their exchange amounts, which is the consideration amount established and 
agreed upon between the Corporation and the related parties. In addition, in 2006, a director and 
officer provided services to the Corporation through consulting and lease agreements.   

The Corporation leased facilities used by the Corporation from an officer who is also a 
shareholder. Total rental payments for the year ended October 31, 2007 were $5,500 and for the 
year ended October 31, 2006 were $4,500.  

On the year ended October 31, 2007, the Corporation borrowed $33,000 from some of its 
directors, and repaid $52,000 to its directors in the normal course of operations.  In the year ended 
October 31, 2006, the Corporation borrowed $52,000 from six of its directors to be used in the 
normal course of operations. The Corporation incurred an interest expense related to this 
financing provided during the year ended October 31, 2007 in the amount of $3,848 versus $653 
in 2006.  

Outstanding Share Data 

As at January 31, 2007, there were 20,808,609 common shares issued and outstanding, as well as 
1,540,000 options and 2,122,222 warrants to purchase common shares.  

Subsequent Events 

Warrants 
 
Subsequent to October 31, 2007, a total of 62,038 common share purchase warrants were 
exercised for gross proceeds to the Company of $36,375 and a receivable from a shareholder of 
$8,725.  In addition, 613,055 warrants expired unexercised by January 31, 2008 and 2,000 new 
warrants were issued on the exercise of broker warrants. 
 
Issuance of promissory notes 
 
Subsequent to October 31, 2007, directors loaned the Company $75,000.  These promissory notes 
bear interest at 8%, and are repayable on demand. 
 
Options Grant 
 
On February 12, 2008, the Company granted 300,000 options to purchase common shares to 
officers and employees which vest over a two year period and are exercisable at $0.78 per option. 
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Issuance of common shares for debt 
 
On February 12, 2008, the Company issued 64,103 common shares to a supplier in satisfaction of 
a liability to that supplier which was incurred in December 2007. The issuance of these shares is 
subject to the approval of the TSX Venture Exchange.  
 
Private Placement 
 
The Corporation has entered into an agreement with Paradigm Capital Inc. to act as an exclusive 
agent, on a “best efforts” basis, to undertake a private placement offering of units, with each unit 
consisting of one Class A common share and one-half of a common share purchase warrant. The 
Corporation wishes to raise up to $5,000,000 from an offering of Units to be priced in the context 
of the market. Each whole share purchase warrant will entitle the holder to acquire one share of 
the Corporation for a period of two years following the closing date at a price to be determined in 
context to the market. 
 

Disclosure Controls and Procedures 

Management is responsible for establishing and maintaining disclosure controls and procedures 
and internal control over financial reporting for the Corporation. Based on an evaluation of the 
Corporation’s disclosure controls and procedures as of the end of the period covered by this 
MD&A, certain weaknesses have been identified which needed to be corrected. As a 
consequence, the Corporation developed and adopted a series of policies and procedures which 
management believes are effective in providing reasonable assurances that material items 
requiring disclosure are identified and reported in a timely manner. 

Internal Controls over Financial Reporting 

Internal controls over financial reporting (“ICFR”) are designed to provide reasonable assurances 
regarding the reliability of the Corporation’s financial reporting and its preparation of financial 
statements for external purposes in accordance with Canadian GAAP. Management’s 
documentation and assessment of the design of the Corporation’s ICFR is underway as of the date 
of this MD&A. Management has identified certain areas where it can enhance process controls, 
such as a lack of segregation of duties because of limited staff resources, and intends to 
incorporate such enhancements into the ICFR over the next twelve months. However, the 
Corporation believes that these control weaknesses have not caused any material information to 
be withheld in its financial disclosure, or impacted reported financial results.  

Critical Accounting Estimates 

In preparing the Corporation's financial statements in conformity with Canadian GAAP, 
management is required to make estimates and assumptions that affect the reported amounts of 
assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during the reporting periods. 
Critical accounting estimates identified by management include the amount of development 
expenditures expensed as opposed to capitalized; the fair value of options and common share 
purchase warrants; the allocation of proceeds on the issuance of convertible promissory notes; 
and the income tax valuation allowance. 

All costs of research activities are expensed in the period in which they are incurred. 
Development costs are charged as an expense in the period incurred unless a development project 
meets stringent criteria for cost deferral and amortization. The Corporation assesses whether these 
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costs have met the relevant criteria for deferral and amortization at each reporting date. No 
development costs have been deferred to date. 

The Corporation is required to estimate the recoverability of refundable ITCs claimed. The claims 
are subject to approval by the Canada Revenue Agency. The Corporation records its best estimate 
of ITCs earned as a reduction of expenditures in the year in which they are earned and when there 
is likely assurance of their recovery. The Corporation's estimate for ITCs earned is based on 
actual research and development expenditures incurred and the Corporation's historical 
assessments by the CRA for similar expenditures. 

An estimate is made of the cost of the Corporation's stock-based compensation and other stock-
based payments made in exchange for goods and services. The Corporation has adopted the 
Black-Scholes model for its fair value based method of accounting for stock options. Option-
pricing models require the input of highly subjective assumptions regarding expected volatility. 
Changes in assumptions can materially affect the fair value estimate, and therefore the existing 
models do not necessarily provide a reliable measure of the fair value of the Corporation's stock 
options at the date of grant. 

With respect to income taxes, the Corporation has a net tax benefit resulting from non-capital 
losses carried forward, pools of scientific research and experimental development expenditures 
and investment tax credits. In view of the Corporation's losses since inception and expected future 
losses, we believe that it is unlikely that these tax assets will be realized in the foreseeable future 
and hence, a full valuation allowance has been recorded against these income tax assets. 
Accordingly, no future income tax assets are recorded on the balance sheets. 

Financial Instruments 

Fair Value 

Canadian GAAP requires that the Corporation disclose information about the fair value of its 
financial assets and liabilities. Fair value estimates are made at the balance sheet date based on 
relevant market information and information about the financial instrument. These estimates are 
subjective in nature and involve uncertainties in significant matters of judgment and therefore 
cannot be determined with precision. Changes in assumptions could significantly affect these 
estimates. 

The Corporation's financial instruments consist of cash, accounts receivable, contract deposits, 
investment tax credits recoverable, accounts payable, notes payable, deposit on distribution rights 
and obligations under capital lease. The Corporation estimates that the fair value of these 
financial instruments approximate their carrying values due to the relatively short periods to 
maturity of these instruments or, in the case of obligations under capital lease, the recency of 
issuance of such debt.   

Off-Balance Sheet Arrangements 

The Corporation does not have any off-balance sheet arrangements. 
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CHANGES IN ACCOUNTING POLICIES 
 
New Accounting Policies 
 
Effective January 1, 2007, The Corporation adopted new recommendations of the Canadian 
Institute of Chartered Accountants (“CICA”) under CICA Handbook Section 1530 
Comprehensive Income, Section 3251 Equity, Section 3855 Financial Instruments – Recognition 
and Measurement, and Section 3861 Financial Instruments -  Disclosure and Presentation.  These 
new Handbook Sections applied to fiscal years beginning on or after October 1, 2006. 
 
Comprehensive Income 
 
Section 1530 establishes standards for the reporting of comprehensive income. The section 
defines other comprehensive income to include revenues, expenses, and gains and losses that, in 
accordance with primary sources of GAAP, are recognized in comprehensive income but 
excluded from net income.  The adoption of Section 1530 did not have any impact on the 
Company’s financial statement presentation for the current period. 
 
Equity 
 
Section 3251 establishes standards for the presentation of equity and changes in equity during the 
current period.  The requirements in this section are in addition to those of Section 1530 and 
recommend that an enterprise should present separately the following components of equity:  
retained earnings, accumulated other comprehensive income, the total for retained earnings or 
deficit and accumulated other comprehensive income, contributed surplus, share capital, and 
reserves.  The adoption of Section 3251 did not have a significant effect on the Company’s 
financial statements. 
 
Financial Instruments 
 
Under Section 3855, all financial instruments are classified into one of five categories: held for 
trading, held-to-maturity investments, loans and receivables, available-for-sale financial assets or 
other financial liabilities. All financial instruments and derivatives are measured in the balance 
sheet at fair value, except for loans and receivables, held-to-maturity investments, and other 
financial liabilities which are measured at amortized cost. Subsequent measurement and changes 
in fair value will depend on their initial classification. Held for trading financial instruments are 
measured at fair value, and changes in fair value are recognized in net loss. Available-for-sale 
financial instruments are measured at fair value, with changes in fair value recorded in other 
comprehensive loss until the instrument is derecognized or impaired. 
 
As a result of the adoption of Section 3855, the Company has classified its cash as held for 
trading.  Accounts receivable are classified as loans and receivables.  Accounts payable and 
accrued liabilities, notes payable and obligations under capital lease, are classified as other 
liabilities, all of which are measured at amortized cost. The adoption of Section 3861 related to 
disclosure and presentation of financial instruments did not have a significant effect on the 
financial statements. 
 

Note Regarding Forward-Looking Statements 

This MD&A includes forward-looking statements about Synodon Inc., including its business 
operations, strategy and expected financial performance and condition. Forward-looking 
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statements include statements that are predictive in nature, depend upon or refer to future events 
or conditions, or include words such as ‘expects’, ‘anticipates’, ‘intends’, ‘plans’, ‘believes’ or 
negative versions thereof and similar expressions. In addition, any statements that may be made 
concerning future financial performance (including revenues, earnings and growth rates), ongoing 
business strategies and prospects, and possible future action on the Corporations’ part, are also 
forward-looking statements that reflect our current beliefs and are based on information currently 
available to us and on assumptions that we believe are reasonable. Actual results and 
developments may differ materially from the results and developments discussed in the forward-
looking statements as they are subject to a number of significant risks and uncertainties which can 
be beyond our control. The reader is cautioned to consider these and other factors carefully and 
not place undue reliance on forward-looking statements. We are under no obligation (and 
expressly disclaim such obligation) to update or alter the forward-looking statements whether as a 
result of new information, future events or otherwise unless otherwise required by applicable 
securities legislation. 

 


