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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Shareholders
of GeneNews Limited

Opinion

We have audited the consolidated financial statements of GeneNews Limited, (the “Company”),
which comprise the consolidated statements of financial position as of December 31, 2018 and
2017, and the consolidated statements of loss and comprehensive loss, changes in shareholders’
deficiency and cash flows for the years then ended, and the related notes, comprising a summary of
significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Company as at December 31, 2018 and 2017,
and its financial performance and its cash flows for the years then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the
Company in accordance with the ethical requirements that are relevant to our audits of the
consolidated financial statements in Canada, and we have fulfilled our ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

Without qualifying our opinion, we draw attention to note 2 in the consolidated financial statements
which describes matters and conditions that indicate the existence of a material uncertainty that
may cast significant doubt about the Company’s ability to continue as a going concern.



Other Information

Management is responsible for the other information. The other information comprises the
Management’s Discussion and Analysis. Our opinion on the consolidated financial statements does
not cover the other information and we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read
the other information identified above when it becomes available and, in doing so, consider
whether the other information is materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with 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. In preparing the consolidated financial statements,
management is responsible for assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or
has no realistic alternative but to do so. Those charged with governance are responsible for
overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally
accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

 Identify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.
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 Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

 Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion.

 Evaluate the overall presentation, structure, and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit. We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding independence, and to communicate
with them all relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

The engagement partner on the audit resulting in this independent auditor’s report is Daniel J. Roach.

Marcum LLP Boston,
MA April 3, 2019
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GeneNews Limited

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
[Expressed in US dollars]

Notes

At
December 31, 2018

At
December 31, 2017

$ $

ASSETS
Current
Cash and cash equivalents 106,228 41,224
Trade and other receivables, net 4, 15[a] 45,102 55,878
Inventory 110,958 85,656
Short-term portion of prepaid expenses and deposits 90,614 171,526

Total current assets 352,902 354,284

Non-current assets
Property, plant and equipment, net 5 1,068,514 1,274,850
Long-term portion of prepaid expenses and deposits 25,000 25,000
Goodwill 6 1,039,349 1,039,349

Total non-current assets 2,132,863 2,339,199

Total assets 2,485,765 2,693,483

LIABILITIES AND SHAREHOLDERS’ DEFICIENCY
Current
Trade and other payables 7 3,359,875 3,068,441
Short-term portion of warrant liability 9 — 46,822
Conversion liability 8[d] 251,000 —
Short-term portion of notes payable 8 1,904,668 454,158

Total current liabilities 5,515,543 3,569,421

Non-current liabilities
Long-term portion of warrant liability 9 419,905 942,472
Long-term portion of notes payable 8 1,319,858 1,129,954
Long-term liabilities 67,340 67,340

Total non-current liabilities 1,807,103 2,139,766

Total liabilities 7,322,646 5,709,187

Shareholders’ deficiency
Share capital 10[b] 77,005,842 75,309,587
Contributed surplus 10[d] 10,455,311 10,028,823
Accumulated other comprehensive income 1,304,968 1,304,968
Deficit (93,603,002) (89,659,082)

Total shareholders’ deficiency (4,836,881) (3,015,704)
Total liabilities and shareholders’ deficiency 2,485,765 2,693,483

Commitments and contingencies 13
Basis of presentation and going concern uncertainties 2
Subsequent events 20
See accompanying notes

Approved by the Company’s board of directors and authorized for issue on April 2, 2019:

(signed) James R. Howard-Tripp, Director (signed) Garth MacRae, Director
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GeneNews Limited

CONSOLIDATED STATEMENTS OF LOSS
AND COMPREHENSIVE LOSS

[Expressed in US dollars]

Year ended
December 31, 2018

Year ended
December 31, 2017

Notes $ $

REVENUE
185,874 411,669

EXPENSES
Cost of goods sold 11 1,265,190 1,404,375
General and administrative 11 3,288,091 4,165,079
Gain from revaluation of warrants 9 (1,540,829) (1,174,891)
Change in fair value of notes payable 8 -- (1,370,339)
Change in fair value of conversion liabilities 8[c] (12,331) (92,218)
Finance costs 18 1,129,673 427,045
Total expenses 4,129,794 3,359,051

Total loss and comprehensive loss for the year (3,943,920) (2,947,382)

Basic and diluted loss per common share 10[c] (0.03) (0.03)

See accompanying notes
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GeneNews Limited
CONSOLIDATED STATEMENTS OF CHANGES IN

SHAREHOLDERS’ DEFICIENCY
[Expressed in US dollars except share and warrant numbers]

Share capital
Contributed

surplus

Accumulated
other

comprehensive
income

Deficit Total

Shares Amount

# $ $ $ $ $

[note 10[b]] [note 10]

Balance at January 1, 2018 118,718,164 75,309,587 10,028,823 1,304,968 (89,659,082) (3,015,704)

Net loss for the year - - - - (3,943,920) (3,943,920)

Share-based compensation - - 426,488 - - 426,488

Issuance of common shares in capital
commitment

9,037,500 805,201 - - - 805,201

Issuance of common shares with Unit financing 15,832,513 979,935 - - - 979,935

Conversion of structured note payable and
conversion liabilities

10,050,703 350,640 - - - 350,640

Warrants issued with Unit financing and
accounted as financial liability

- (386,803) - - - (386,803)

Share issuance costs - (52,718) - - - (52,718)

Balance at December 31, 2018 153,638,880 77,005,842 10,455,311 1,304,968 (93,603,002) (4,836,881)

Share capital
Contributed

surplus

Accumulated
other

comprehensive
income

Deficit Total

Shares Amount

# $ $ $ $ $

[note 10[b] [note 10]

Balance at January 1, 2017 81,655,229 71,042,142 9,636,788 1,304,968 (86,711,700) (4,727,802)

Net loss for the year - - - - (2,947,382) (2,947,382)

Share-based compensation - - 392,035 - - 392,035

Conversion of structured note and conversion
liabilities

17,179,398 1,916,716 - - - 1,916,716

Issuance of shares for commitment fee with
structured notes payable

240,065 64,500 - - - 64,500

Issuance of common shares in capital
commitment

12,336,100 1,733,700 - - - 1,733,700

Warrants issued with Unit financing and
accounted as financial liability

-
(351,911) - - - (351,911)

Conversion of debenture with director and with
shareholder

4,377,357 405,020 - - - 405,020

Issuance of shares to directors 2,279,078 393,307 - - - 393,307

Exercise of warrants 450,937 102,127 - - - 102,127

Conversion of convertible debenture 200,000 79,190 - - - 79,190

Share issuance costs - (75,204) - - - (75,204)

Balance at December  31, 2017 118,718,164 75,309,587 10,028,823 1,304,968 (89,659,082) (3,015,704)

See accompanying notes
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GeneNews Limited

CONSOLIDATED STATEMENTS OF
CASH FLOWS

[Expressed in US dollars]
Year ended Year ended

December 31, 2018 December 31, 2017

Notes $ $

OPERATING ACTIVITIES
Net loss for the year (3,943,920) (2,947,382)

Non-cash adjustments

Finance costs 18 1,129,673 427,045

Share-based compensation 10[d], 11 426,488 392,035

Depreciation 5, 11 310,809 347,387

Change in fair value of conversion liabilities (12,331) (92,218)

Gain from revaluation of warrants (1,540,829) (1,174,891)
Change in fair value of notes payable - (1,370,339)

(3,630,110) (4,418,363)

Changes in non-cash working capital balances related to
operations

Trade and other receivables 10,776 31,025
Prepaid expenses and deposits 80,912 184,149
Inventory (25,301) 13,154
Trade and other payables 79,694 258,671
Non-cash change in notes payable 193,072 123,420
Provisions (15,478)

Cash used in operating activities (3,290,957) (3,823,422)

FINANCING ACTIVITIES

Payment of principal to Health Diagnostic Laboratories Inc. 8[a] (110,000) (160,000)

Proceeds from issuance of shares and warrants for capital
commitment

10[b][ii] 805,201 1,733,700

Proceeds from issuance of structured/convertible notes
payable

8[c], [d] 1,541,800 1,600,000

Proceeds from issuance of units 252,244 -

Proceeds from issuance of notes payable 8[b] 1,130,000 583,000

Proceeds from exercise of warrants - 77,992

Debt issuance costs (65,090) (67,258)

Share issuance costs 10[b] (52,718) (75,204)

Payment of interest 8 (37,683) (41,427)

Commitment fee (104,999) -

Cash provided by financing activities 3,358,755 3,650,803

INVESTING ACTIVITIES

Leasehold improvements and Lab Equipment (2,794) -

Cash used in investing activities (2,794) -

Net increase (decrease) in cash and cash equivalents during the
year 65,004 (172,619)

Cash and cash equivalents, beginning of year 41,224 213,843

Cash and cash equivalents, end of year 106,228 41,224

See note 19 for supplemental non-cash information
See accompanying notes
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GeneNews Limited

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
[Expressed in US dollars unless otherwise noted]

December 31, 2018 and 2017

1. CORPORATE INFORMATION
GeneNews Limited (“GeneNews” or the “Company”) is focused on developing and commercializing proprietary molecular
diagnostic tests for early detection of diseases and personalized health management, with a primary focus on cancer-related
indications. The Company has developed a proprietary platform technology, the Sentinel Principle®, to identify novel
biomarkers from whole blood. The Company’s lead product, ColonSentry®, is a blood test to determine an individual’s current
risk for having colorectal cancer.

The consolidated financial statements for the years ended December 31, 2018 and 2017, were authorized for issue by the
Company’s Board of Directors (the “Board”) on April 2, 2019 and are expressed in US dollars, with Canadian dollar figures
identified as “Cdn$”.

The Company is incorporated under the laws of the Province of Ontario and domiciled in Ontario, Canada; its shares are publicly
traded under the stock symbol GEN on the Toronto Stock Exchange. The Company’s registered office is located at Unit 30, 70
East Beaver Creek Road, Richmond Hill, L4B 3B2.

GeneNews Limited has a wholly-owned subsidiary company, GeneNews (USA), Inc., which owns 100% of Innovative
Diagnostic Laboratory, LLP (“IDL”), a limited joint venture partnership in the United States.

The Company also has two investments in associates: a 49% share in a limited joint venture company in China, GeneNews
Technologies Inc., Tianjin (“Tianjin”), and a 10% interest in GeneNews Diagnostics, Sdn. Bhd. (“GeneNews Diagnostics”),
which is focused on commercialization of the Company’s ColonSentry® product in Malaysia. Additionally, the Company has
contributed research equipment to its joint operation with Shanghai Biochip Co. Ltd. to establish a joint research and
development facility in China, and the Company has licensed ColonSentry® to Shanghai Biochip Co. Ltd. for commercialization
of the test in China. The Company’s strategic alliance agreement with Shanghai Biochip Co. Ltd. naturally terminated on July 25,
2015, as per the terms of the agreement.  As at December 31, 2018 and 2017, the Company’s investments in Tianjin, GeneNews
Diagnostics and the Company’s activities with Shanghai Biochip Co. Ltd. are valued at nil and had limited to no activity during
the periods presented herein.

2. BASIS OF PRESENTATION AND GOING CONCERN UNCERTAINTIES
The Company reported a consolidated net loss of $3.9 million for the year ended December 31, 2018 [December 31, 2017 – $2.9
million]. As at December 31, 2018, the Company had a working capital deficiency of $5.2 million [December 31, 2017 – $3.2
million] and a deficit of $93.6 million [December 31, 2017 – $89.7 million].

Going concern uncertainties
We have experienced recurring losses and are dependent on our ability to raise additional funds to continue operations.   These
circumstances cast significant doubt as to the ability of the Company to continue as a going concern and, hence, the
appropriateness of the use of accounting principles applicable to a going concern. The Company is actively pursuing additional
financing to further develop certain of the Company’s scientific initiatives, but there is no assurance these initiatives will be
successful, timely or  sufficient. Consequently, the Company’s ability to continue as a going concern is dependent on its ability
to secure additional financing.

The Company has received notices of missed payments with vendors and is in discussion with these vendors to address payment.
These negotiations are ongoing and there can be no assurance that we will be successful in reaching an agreement. The Company
plans to address payment plans with all affected vendors when sufficient funding is received.

As there can be no certainty as to the Company’s ability to continue as a going concern, there is material uncertainty that may
cast significant doubt about the Company’s ability to continue as a going concern. These consolidated financial statements have
been prepared on a going concern basis, which assumes that the future operations will allow for the realization of assets and the
discharge of liabilities in the normal course of business. These consolidated financial statements do not include any adjustments
to the carrying value and classification of assets and liabilities that might be necessary should the Company be unable to continue
as a going concern, and such adjustments could be material.
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Statement of compliance
These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”).

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
These consolidated financial statements have been prepared on a historical cost basis, except for the revaluation of certain
financial instruments. The Company’s principal accounting policies outlined below have been applied consistently to all years
presented in these consolidated financial statements.

Basis of consolidation

These consolidated financial statements incorporate the financial statements of the Company and its wholly owned subsidiary
company, GeneNews (USA), Inc. and, effective March 15, 2016, IDL. Subsidiaries are all those entities over which the
Company has control. Control is achieved when the Company is exposed to or has rights to variable returns from its involvement
with the investee and it has the ability to affect those returns through its power over the investee. The financial statements of
subsidiaries, including entities that the Company controls, are included in the consolidated financial statements from the date that
control commences until the date that control ceases. The financial statements of the subsidiaries are prepared for the same
reporting periods as the Company, using consistent accounting policies. Intercompany transactions and balances have been
eliminated in full.

Cash and cash equivalents
Cash and cash equivalents consist of cash on hand, deposits in banks and highly liquid investments with an original maturity at
acquisition of three months or less.

Trade receivables and allowance for doubtful accounts
Trade receivables, which generally have 30-day terms, are recognized and carried at their original invoice amounts less an
allowance for any uncollectible amounts. An estimate for doubtful accounts is made when collection of the full amount is no
longer probable. Balances are written off when the probability of recovery is assessed as being low.

Inventories
Inventories, consisting primarily of purchased laboratory supplies, are stated at the lower of cost (first-in, first-out) and net
realizable value. Cost includes all costs of purchase, costs of conversion and other costs incurred in bringing the inventory to its
present condition. An assessment is made of the net realizable value of inventory at each reporting period. Net realizable value is
the estimated selling price less the estimated cost of completion and the estimated costs necessary to make the sale.

Property, plant and equipment
Property, plant and equipment are stated at cost, net of any accumulated depreciation and any impairment losses determined.
Cost includes the purchase price, any costs directly attributable to bringing the asset to the location and condition necessary and,
where relevant, the present value of all dismantling and removal costs.

An item classified as property, plant or equipment (including any significant part initially recognized) is derecognized upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of
the asset is included in the consolidated statements of loss and comprehensive loss when the asset is derecognized.

[i] Depreciation

The estimated useful lives and the methods of depreciation for the current and comparative periods are as follows:

Asset Method Period

Office furniture, equipment and
software Straight-line 1 to 7 years
Laboratory equipment Straight-line 10 years
Leasehold improvements Straight-line Shorter of useful life or remaining lease term

The estimated useful lives most closely reflect the expected pattern of consumption of the future economic benefits
embodied in the asset. Where major components of property, plant and equipment have different useful lives, the
components are recognized and depreciated separately.
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Estimates for depreciation methods, useful lives and residual values are reviewed at each reporting period end and adjusted,
if appropriate.

[ii] Subsequent costs

The cost of replacing part of an item classified as property, plant and equipment is recognized when the cost is incurred if it
is probable that the future economic benefits will flow to the Company and the cost of the part can be measured reliably.
All other repair and maintenance costs are recognized as an expense when incurred.

[iii] Impairment

The Company’s property, plant and equipment and intangible assets are reviewed for an indication of impairment at the
date of each consolidated statement of financial position. If indication of impairment exists, the asset’s recoverable amount
is estimated.

An impairment loss is recognized when the carrying amount of an asset or its cash-generating unit (“CGU”) exceeds its
recoverable amount. A CGU is the smallest identifiable group of assets that generates cash inflows that are largely
independent of the cash inflows from other assets or groups of assets.

The recoverable amount is the greater of the asset’s fair value less costs to sell or value in use. In assessing fair value less
costs to sell for the CGU, recent market transactions are taken into account. Value in use is determined by discounting
estimated future cash flows using a pre-tax discount rate that reflects the current market assessment of the time value of
money and the specific risks of the asset.

Investments in associates and joint ventures
An associate is an entity over which the Company has significant influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but is not control or joint control over those policies. A joint venture
is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights to the net assets of the
joint venture. Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions
about the relevant activities require unanimous consent of the parties sharing control. The Company’s investments in its
associates and joint ventures are accounted for using the equity method. Under the equity method, the investment in an associate
or a joint venture is initially recognized at cost. The carrying amount of the investment is adjusted to recognize changes in the
Company’s share of net assets of the associate or joint venture since the acquisition date. The consolidated statements of loss and
comprehensive loss reflect the Company’s share of the results of operations of its associates or joint ventures. Any change in
other comprehensive income or loss of those investees is presented as part of the Company’s other comprehensive income or
loss. Unrealized gains and losses resulting from transactions between the Company and an associate or joint venture are
eliminated to the extent of the Company’s interest in the associates or joint ventures. The financial statements of associates or
joint ventures are prepared using the same accounting policies and reporting periods as the Company.

At each reporting date, the Company determines whether there is objective evidence that the investment in an associate or joint
venture is impaired. If there is such evidence, the Company calculates the amount of impairment –the difference between the
recoverable amount of the associate or joint venture and its carrying value – then recognizes the loss in the consolidated
statements of loss and comprehensive loss in the respective period.

The cost of associates or joint ventures acquired in stages is measured as the sum of the consideration paid for each purchase plus
a share of the investee’s profits and other equity movements. The consideration transferred is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of the assets transferred by the acquirer, the liabilities to former owners
of the acquiree incurred by the acquirer and the equity interests issued by the acquirer. The cost of any intangible assets acquired
in these stages is at its fair value at the date of acquisition.  Following initial recognition, intangible assets are carried at cost less
accumulated amortization and impairment losses, if any.  The useful lives of intangible assets are assessed as either finite or
indefinite.  The Company currently does not hold any intangible assets with indefinite lives.

Goodwill assigned in these stages is the residual amount that results when the consideration paid for each purchase exceeds the
sum of the amounts allocated to tangible and intangible assets acquired, less liabilities assumed, based on their fair value. The

Company assesses at least annually, or at any time if the indicator of impairment exists, whether there has been an impairment
loss in the carrying value of goodwill.  Following initial recognition, goodwill is carried at cost less accumulated impairment
losses. The entire carrying value of the investment in the associates and joint ventures is tested for impairment as a single asset
impairment test for each associate and joint venture interest.



GeneNews Limited Page 12

Provisions
Provisions are recorded when a present legal or constructive obligation exists as a result of past events, it is probable that an
outflow of resources will be required to settle the obligation and a reliable estimate of the amount of the obligation can be made.

The amount recognized as a provision is management’s best estimate of the consideration required to settle the present obligation
at the dates of the consolidated statements of financial position, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using an estimate of the cash flows required to settle the present obligation and the
effect is material, its carrying amount is calculated from the present value of those cash flows.

Revenue recognition
As detailed below, revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company
and the revenue can be reliably measured, regardless of when the payment is being made. The Company performs diagnostic
blood-based biomarker tests to screen for early cancer detection and risk assessment. Upon completion of the diagnostic tests,
the results of the tests are made available to the caregiver or patient. The amount of revenue from billings is adjusted with
certain third-party payers, taking into account contractually defined terms of payment and excluding taxes or duty and ultimate
settlements cannot be reliably estimated until the cash is collected.

Effective January 1, 2018, the Company has adopted IFRS 15 Revenue from Contracts with Customers ("IFRS 15"). This new
standard was applied using a modified retrospective approach. The adoption of IFRS 15 did not have a significant impact on the
timing or measurement of the Company's revenue and no adjustment to the opening balance of deficit as at January 1, 2018 has
been recorded as result of adopting IFRS 15.

Share-based compensation
The Company may grant stock options to buy common shares of the Company to directors, officers, employees or consultants.
The Company records share-based compensation related to stock options granted using the fair-value-based method, which is
estimated using the Black-Scholes option pricing model.

The Company also grants performance based stock options to consultants to buy common shares. The stock options will vest
only if certain specific performance criteria are met, such as sales and marketing targets.

Estimating fair value for share-based compensation requires management to estimate the most appropriate inputs to the Black-
Scholes option pricing model including the expected life of the option, volatility and dividend yield. Actual results could differ
from these estimates.

The fair value of the stock options is measured at the grant date, and is recognized, together with a corresponding increase in
contributed surplus in shareholders’ deficiency, over the period during which the performance and/or service conditions are
fulfilled. The cumulative expense recognized for stock options at each reporting date until the vesting date reflects the extent to
which this vesting period has expired, and is the Company’s best estimate of the number of shares that will ultimately vest. The
expense or credit recognized for a year represents the difference in recognized cumulative expense between the beginning and
the end of that year, and is recognized in the consolidated statements of loss and comprehensive loss in the respective function
line.

When stock option awards are exercised or exchanged, the amounts previously credited to contribute surplus are reversed and
credited to shareholders’ deficiency. The amount of cash, if any, received from participants is also credited to share capital.

Operating leases
Operating lease payments are recognized as an expense in the consolidated statements of loss and comprehensive loss on a
straight-line basis over the lease term.

Income taxes
Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases and losses and tax credit carryforwards. Deferred tax assets and liabilities are measured
using substantively enacted tax rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. Deferred tax assets are recorded if it is more likely than not that the asset will be realized.
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in the consolidated statements of loss and
comprehensive loss in the period that includes the enactment date. Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to interpretation; it establishes provisions, where
appropriate.
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Foreign currency transactions
Foreign currency transactions are translated into US dollars using exchange rates in effect at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated into US dollars using the exchange rate in effect
at the measurement date.  Non-monetary assets and liabilities denominated in foreign currencies are translated into US dollars
using the historical exchange rate or the exchange rate in effect at the measurement date for items recognized at fair value
through loss.  Gains and losses arising from foreign exchange are included in the consolidated statements of loss and
comprehensive loss.

Loss per share
Basic loss per share is computed by dividing loss attributable to common shareholders by the weighted-average number of
common shares outstanding during the reporting period. Using the treasury stock method, diluted earnings per share are
computed by dividing the net income attributable to common shareholders (after adjusting for interest on the convertible
debentures) by the weighted-average number of common shares outstanding during the year plus the weighted-average number
of common shares that would be issued on conversion of all the dilutive potential shares into common shares. When there is a
loss, inclusion of the Company’s stock options, convertible debentures and the warrants in the computation of diluted loss per
share would have an antidilutive effect on the loss per share. Consequently, the Company has excluded these from the
calculation of diluted loss per share. Consequently, there is no difference between basic loss per share and diluted loss per share.

Other comprehensive loss
Other comprehensive loss is the change in the Company’s net assets that results from transactions, events and circumstances
from sources other than the Company’s shareholders and includes items that would not normally be included in loss, such as
foreign currency gains or losses related to the Company’s foreign operations.

Impairment of financial assets and non-financial assets
At the end of each reporting period, the Company assesses whether there is objective evidence that a financial asset or group of
financial assets is impaired. A financial asset or group of financial assets is impaired and impairment losses incurred only if there
is objective evidence of impairment as a result of one or more events that have occurred after the initial recognition of the asset
[a loss event] and if that loss event has an impact on the estimated future cash flows of the financial asset or group of financial
assets that can be reliably estimated.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of the estimated
future cash flows discounted at the current market assessment of the time-value of money and the risks specific to the asset. The
asset’s carrying amount is reduced and the amount of the loss is recognized in the consolidated statements of loss and
comprehensive loss.

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, a reversal of the previously recognized impairment is recognized in the
consolidated statements of loss and comprehensive loss.

Goodwill is comprised of the purchase price of business combinations in excess of the fair value assigned at acquisition to the
net tangible and identifiable intangible assets acquired. Goodwill is not amortized. The Company assesses goodwill for
impairment at least annually, or when events or changes in the business environment indicate the carrying value may not be fully
recoverable. The Company also has the option to first assess qualitative factors to determine whether the existence of events or
circumstances leads the Company to determine that it is more likely than not (that is, a likelihood of more than 50%) that
goodwill is impaired. If the Company chooses to first assess qualitative factors and it is determined that it is not more likely than
not goodwill is impaired, the Company is not required to take further action to test for impairment.  The Company also has the
option to bypass the qualitative assessment and perform only the quantitative impairment test, which the Company may choose
to do in some periods and not in others.  The Company performs an annual impairment test each year during the fourth quarter of
each year.  No impairment was recorded during the years ended December 31, 2018 and 2017.

Non-financial assets that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.

Financial instruments
Prior to January 1, 2018, the Corporation applied IAS 39 Financial instruments. The accounting policy and classification of the
financial instruments applied under that standard is detailed in the following paragraphs. The Company adopted IFRS 9,
Financial Instruments, on January 1, 2018.

Financial assets and financial liabilities classified as held-for-trading are measured at fair value as at the dates of the consolidated
statements of financial position, with all realized and unrealized gains and losses resulting from the change in fair value included
in income in the period in which they arise. Financial assets including cash and cash equivalents and trade and other receivables
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have been classified as loans and receivables, which are initially recognized at fair value plus transaction costs, if any. They are
subsequently measured at amortized cost using the effective interest method less any impairment. Royalties and other receivables
are reduced by provisions for estimated bad debts, which are determined by reference to past experience and expectations. Trade
and other payables, provisions and notes payable have been classified as other financial liabilities, which are accounted for on an
amortized cost basis using the effective interest method.

The fair value of a financial instrument is the amount of consideration that would be agreed upon in an arm’s-length transaction
between knowledgeable, willing parties who are under no compulsion to act. Fair values are determined based on prevailing
market rates for instruments with similar characteristics and risk profiles.

The Company categorizes its fair value measurements according to a three-level hierarchy. The hierarchy prioritizes the inputs
used by the Company’s valuation techniques. A level is assigned to each fair value measurement based on the lowest-level input
significant to the fair value measurement in its entirety. The three levels of the fair value hierarchy are defined as follows:

Level 1 – unadjusted quoted prices as at the measurement date for identical assets or liabilities in active markets.

Level 2 – observable inputs other than quoted prices included in level 1, such as quoted prices for similar assets and
liabilities in active markets, quoted prices for identical or similar assets and liabilities in markets that are not active, or
other inputs that are observable or can be corroborated by observable market data.

Level 3 – significant unobservable inputs that are supported by little or no market activity.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value.

Warrant liability
The Company’s common share warrants are considered to be derivative liabilities due to the warrants being exercisable in a
currency (Cdn$) other than the functional currency of the Company (US dollar). Accordingly, the warrants are measured at fair
value at each reporting date, with changes in fair value included in the consolidated statements of loss and comprehensive loss
for the applicable reporting period.

Structured notes, 2018 debenture and conversion liability

Each tranche of the structured notes issued in 2017 and convertible debenture issued in 2018 have a conversion feature which is
considered to be a derivative liability as the structured notes are exercisable into a variable amount of common shares. As such,
the conversion feature is separated from its original contract amount on the basis of the stated terms of the option feature and
accounted as a conversion liability. The initial carrying amount of each tranche is the residual amount after separating the
embedded derivative, calculated using a binomial lattice model. In addition, the structured notes, 2018 debenture and the
conversion liabilities are measured at fair value at each reporting date, with changes in fair value included in the consolidated
statement of loss and comprehensive loss for the applicable reporting period.

Significant accounting estimates and assumptions

The preparation of the consolidated financial statements requires the use of estimates and assumptions to be made in applying the
accounting policies that affect the reported amounts of assets, liabilities, revenue and expenses and the disclosure of contingent
assets and liabilities. The estimates and related assumptions are based on previous experiences and other factors considered
reasonable under the circumstances, the results of which form the basis for making the assumptions about the carrying values of
assets and liabilities that are not readily apparent from other sources.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in
the period in which the estimate is revised if the revision affects only that period or in the period of the revision and future
periods if the revision affects both current and future periods.

Significant accounts that require estimates as the basis for determining the stated amounts include share-based compensation,
impairment analysis and fair value of warrants and fair value of structured notes and conversion liabilities.

[i] Share-based compensation
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The Company measures the cost of equity-settled transactions with employees by reference to the fair value of equity
instruments at the date at which they are granted. Estimating fair value for share-based payments requires determining the
most appropriate valuation model for a grant of such instruments, which is dependent on the terms and conditions of the
grant. The estimate also requires determining the most appropriate inputs to the Black-Scholes option pricing model,
including the expected life of the instrument, risk-free rate, volatility and dividend yield.

[ii] Impairment analysis
The Company assesses its goodwill for recoverability annually or when indicators of impairment exist. When the  carrying
value  of an asset  is  greater than its recoverable  amount,  which  is  the  higher  of  its  value  in  use  or  fair  value  less
costs  to  sell,  an  impairment  loss  is recognized.

[iii] Fair value of warrants
In determining the fair value of the warrant liability, the Company used the Black-Scholes option pricing model with the
following assumptions: volatility rate, dividend yield, risk-free rate and the remaining expected life of the warrant. The
inputs used in the Black-Scholes model are taken from observable markets. In particular, changes in the fair value of the
warrants can have a material impact on the reported loss and comprehensive loss for the applicable reporting period.

[iv] Fair value of structured notes and conversion liabilities
In determining the fair values of the structured notes and the conversion liabilities, the Company used a binomial lattice
model with the following assumptions: volatility rate, risk-free rate and the remaining expected life. The inputs used in the
binomial lattice model are taken from observable markets. In particular, changes in the fair value of the structured notes and
conversion liabilities can have a material impact on the reported loss and comprehensive loss for the applicable reporting
period.

New standards adopted

IFRS 15, Revenue from Contracts with Customers (“IFRS 15”)

Effective January 1, 2018, the Company has adopted IFRS 15 Revenue from Contracts with Customers ("IFRS 15"). This new
standard was applied using a modified retrospective approach. The adoption of IFRS 15 did not have a significant impact on the
timing or measurement of the Company's revenue and no adjustment to the opening balance of deficit as at January 1, 2018 has
been recorded as result of adopting IFRS 15.

IFRS 15 outlines the principles that must be applied to measure and recognize revenue and the related cash flows. Revenue is
recognized at an amount that reflects the consideration to which the entity expects to be entitled in exchange for transferring
goods or services to a customer.

The principles in IFRS 15 will be applied using the following five steps:

1. Identify the contract(s) with a customer
2. Identify the performance obligations in the contract
3. Determine the transaction price
4. Allocate the transaction price to the performance obligations in the contract
5. Recognize revenue when (or as) the entity satisfies a performance obligation

The Company adopted IFRS 15 on January 1, 2018.

IFRS 9, Financial Instruments (“IFRS 9”)

IFRS 9 replaces IAS 39, Financial Instruments: Recognition and Measurement and contains new classification and measurement
requirements for assets and liabilities and a new expected loss impairment model that will require more timely recognition of
expected credit losses for financial instruments. IFRS 9 contains four principal classification categories for financial assets,
namely: amortized cost, fair value through other comprehensive income (“FVOCI”) with gains or losses recycled to profit or loss
on derecognition, FVOCI with no recycling of gains or losses to profit or loss on derecognition and fair value through profit and
loss (“FVPL”). The standard eliminates the existing IAS 39 categories of held to maturity, loans and receivables and available
for sale.

The Company has analyzed the impact of the adoption of IFRS 9 on its financial statements and have concluded there is no
significant impact from adoption. The Company adopted IFRS 9 on January 1, 2018.
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New standards and interpretations not yet applied

The following pronouncement has been issued by the IASB but is not yet effective:

IFRS 16, Leases (“IFRS 16”)

In January 2016, the IASB issued IFRS 16, a new standard that replaces IAS 17, Leases. IFRS 16 provides a single lessee
accounting model, requiring the recognition of assets and liabilities for all leases, unless the lease term is less than 12 months or
the underlying asset has a low value. IFRS 16 substantially carries forward the lessor accounting in IAS 17 with the distinction
between operating leases and finance leases being retained. The adoption of IFRS 16 is mandatory and will be effective for the
Company’s fiscal year beginning on January 1, 2019. The Company will adopt IFRS 16 using the modified retrospective
approach. The Company expects to recognize a material amount of right-of-use assets and lease liabilities. However, the net
impact on opening deficit is not expected to be material since the Company has elected the option to measure the right-of-use
assets at an amount equal to the lease liability at the date of the transition, adjusted for any prepaid and liability existing at the
date of transition. The Company is in the process of completing its evaluation of the impact of adopting IFRS 16 on its
consolidated financial statements.

4. TRADE AND OTHER RECEIVABLES

At December 31, 2018 At December 31, 2017
$ $

Sales tax receivables 45,102 55,878

45,102 55,878

As of December 31, 2018 and 2017, the Company had no accounts receivable associated with test or royalty revenue as both are
recognized when cash is received. The Company’s exposure to credit risks related to trade and other receivables is presented in
note 14.

5. PROPERTY, PLANT AND EQUIPMENT

Office,
Furniture,

Equipment,
And

Software

Laboratory
Equipment

Leasehold
Improvements

Total

$ $ $ $

COST
Balance at January 1, 2017 418,343 1,534,153 42,901 1,995,397

Sold and abandoned assets (32,068) - - (32,068)

Balance at December 31, 2017 386,275 1,534,153 42,901 1,963,329

Additions - 3,884 103,383 107,267

Sold and abandoned assets (13,200) - - (13,200)

Balance at December 31, 2018 373,075 1,538,037 146,284 2,057,396

ACCUMULATED
DEPRECIATION
Balance at January 1, 2017 205,386 162,317 5,457 373,160

Depreciation for the year 159,258 181,238 6,891 347,387

Sold and abandoned assets (32,068) - - (32,068)

Balance at December 31, 2017 332,576 343,555 12,348 688,479

Depreciation for the year 44,973 250,155 15,681 310,809

Sold and abandoned assets (10,406) - - (10,406)
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Balance at December 31, 2018 367,143 593,710 28,029 988,882

NET CARRYING AMOUNTS
At December 31, 2017 53,699 1,190,598 30,553 1,274,850

At December 31, 2018 5,932 944,327 118,255 1,068,514

6. GOODWILL

The Company acquired IDL on March 15, 2016, and as a result of that transaction, the Company recorded goodwill of
$1,039,349. At December 31, 2018, management analyzed the goodwill for impairment and concluded there was no impairment.

7. TRADE AND OTHER PAYABLES

At December 31, 2018 At December 31, 2017
$ $

Trade payables 2,034,719 2,166,333
Accrued liabilities 1,274,799 882,178
Deferred rent 50,357 19,930

3,359,875 3,068,441

The Company’s exposure to liquidity and currency risks related to trade and other payables is presented in note 15.

8. NOTES PAYABLE

Note
payable to
HDL [a]

Note payable
to

shareholders
and a

director [b]

Structured
notes

payable [c]

Convertible
debenture

[d]
Total

$ $ $ $ $

At January 1, 2017 1,913,182 264,991 374,075 470,843 3,023,091

New issuance - 583,000 1,040,000 - 1,623,000

Imputed interest 122,645 1,239 37,191 64,622 225,697

Payment of principal (160,000) - - - (160,000)

Payment of interest - - - (41,427) (41,427)

Conversion upon issuance of common shares - (405,020) (1,264,498) (79,190) (1,748,708)

Foreign exchange - - 32,798 32,798

Change in fair value (1,183,571) - (186,768) - (1,370,339)

At December 31, 2017 692,256 444,210 - 447,646 1,584,112

New issuance - 1,130,000 - 1,154,522 2,284,522

Imputed interest 110,052 31,737 - 198,768 230,505

Payment of principal (110,000) - - - -

Payment of interest - - - (37,683) (37,683)

Extinguishment of principal from issuance of
units

- (445,213) - - (445,213)

Conversion of structured notes upon issuance
of common shares

- - - (299,243) (299,243)

Foreign exchange - - - (92,526) (92,526)

Change in fair value -
- - -

At December 31, 2018 692,308 1,160,734 - 1,371,484 3,224,526

Short-term portion of notes payable
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[of notes payable to shareholders and
director and note payable to HDL] 1,904,668

Long-term portion of notes payable [of
note payable to HDL and convertible
debenture]

1,319,858

The notes payable were initially recognized at fair value, and subsequently they were measured at amortized cost using the
effective interest rate method. The initial fair values were calculated with a valuation technique that uses parameters obtained
from observable markets, including credit spread and interest rate volatility. The prevailing interest rate used in the valuations
was 16% at initial recognition.

[a] Note payable to HDL
As disclosed in note 5, in May 2015, GeneNews (USA), Inc. issued a note payable in the amount of $1.0 million to HDL to
increase its share of IDL from 33⅓% to 50% and in March 2016, GeneNews (USA), Inc. assumed an additional $1.0 million
note payable to HDL to own 100% of IDL. Effective March 1, 2017, the Company agreed to pay principal of $2,095,843.

On May 4, 2016, GeneNews (USA), Inc. received a notice of default from HDL for missing two monthly payments under the
terms of the Notes that were renegotiated in March 2016. On August 15, 2016, Richard Arrowsmith, as Liquidating Trustee of
the HDL Liquidating Trust (the “Liquidating Trust”), filed a Complaint against GeneNews (USA), Inc. in the United States
Bankruptcy Court, Eastern District of Virginia, Richmond Division (the “Bankruptcy Court”). The parties entered into
negotiations and on March 1, 2017 reached a settlement agreement pursuant to which GeneNews (USA), Inc. would pay the
Liquidating Trust an aggregate settlement amount of $2,095,843, to be paid in a $25,000 upfront payment and monthly payments
of $15,000 beginning March 1, 2017 to July 1, 2017, followed by monthly payments of $10,000 until the outstanding debt has
been paid in full.  The Bankruptcy Court granted the Liquidating Trust’s motion to approve the settlement agreement and, on
April 27, 2017, the action against GeneNews (USA), Inc. was dismissed with prejudice by the Bankruptcy Court. During 2018,
GeneNews (USA), Inc. paid $110,000 [2017 - $160,000]. The change in fair value associated with the renegotiation resulted in a
reduction in the fair value of the debt by $1,183,571.

[b] Notes payable to shareholders and director
Beginning in December 2015, a major shareholder, who is also a director of the Company, has provided interim financing to the
Company, repayable on demand and earning simple interest at rates between 2% and 5%.

With the May 2018 Unit Private Placement [see note 10[b][i]], a director, who is also a shareholder, participated for $445,213
(Cdn$561,770) in lieu of debt repayment in cash and received 7,022,126 common shares and 3,511,063 warrants.

May 2018 Notes

On May 3, 2018, two shareholders of the Company, one of which is a director, each loaned $250,000 to the Company and were
issued convertible notes (the “May 2018 Notes”).

The May 2018 Notes mature upon the earlier of 1.) upon demand by the noteholders or 2.) May 3, 2019, with simple interest
earned at 5% per annum.  Each note is convertible at the holder’s discretion into units of the Company at a subscription price of
Cdn$0.095 per note unit. Each note unit consists of one common share and one-half of a warrant. Each whole warrant is
exercisable into one common share at a price of Cdn$0.12 per common share for a period of three years from issuance. The note
units are only issuable to the holder if the holder chooses the conversion option as payment upon demand. The note unit pricing
of Cdn$0.095 is at a 5% premium to the market price of Cdn$0.09 at May 10, 2018.

If the notes are outstanding for the full twelve months, each holder is entitled to principal and interest of $262,500
(Cdn$358,117), or if converted into note units, 3,550,936 common shares and 1,775,468 Warrants. In total for both holders, the
maximum number of common shares issuable upon the conversion of the notes is 10,652,808 common shares, consisting of
7,101,872 common shares underlying the notes and 3,550,936 common shares underlying the warrants. The warrants will only
be issued upon the conversion of the May 2018 Notes.

October 2018 Notes

On October 25, 2018, the same director and shareholder of the Company loaned an additional $200,000 to the Company.
Additionally, the same shareholder loaned an additional $50,000 to the Company and was issued convertible notes in
consideration (the “October 2018 Notes”).
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The October 2018 Notes mature upon the earlier of 1.) upon demand by the noteholders or 2.) October 25, 2020, with simple
interest earned at 5% per annum. The holder has the right to convert the accrued interest and principal into common shares of the
Company through the term of the notes.  The conversion rate was calculated as the 5 day volume weighted average price of the
common shares of the Company for the period ending October 24, 2018 of Cdn$0.053180 plus Cdn$0.005 premium, totaling
Cdn$0.05818.  The number of common shares issuable by the Company upon conversion is calculated as the total accrued
balance of principal and interest owing on the date of demand for conversion, converted from USD to Cdn$ at the Bank of
Canada’s exchange rate of USD to Cdn$ on October 24, 2018 of 1.3029 and divided by the common share price in Cdn$.

The October 2018 Notes are secured by a security interest in the Company’s patents and trademarks.

In addition, at different dates during 2018, the same director and shareholder of the Company loaned an additional $380,000 to
the Company. These notes are demand notes and were issued as follows:

Date Principal $
Interest Rate

%
October 31, 2018 110,000 5%

November 19, 2018 120,000 5%

December 18, 2018 80,000 5%

December 31, 2018 70,000 5%

Total 380,000

The notes are secured by a security interest in the Company’s patents and trademarks.

[c] Structured notes payable with Alumina Partners LLC, issued under a Financial Hardship ruling

On April 28, 2016, as part of its Financial Hardship ruling, the Company announced the execution of a term sheet with Alumina
Partners LLC (“Alumina”), an unrelated party, whereby the Company may draw down on $10 million in structured, unsecured
convertible notes (the “Structured Notes”) in installments of $200,000 over a 24 month period. In connection with the Structured
Notes issued to Alumina during 2017, the Company issued $1,600,000 Structured Notes to Alumina; in addition, $1,264,498 in
debt and $652,218 in conversion liabilities was converted into 17,179,398 common shares.  On November 25, 2017, all
Structured Notes were converted into common shares in full.

The fair values of the Structured Notes and the conversion liabilities were determined at the date of grant using a binomial lattice
model with the following assumptions:

Expiry date
(mm/dd/yy)

Expected
volatility

Risk-free
interest rate

Conversion
price discount

Foreign exchange
rate

Issued in/on:
April 2016 04/28/17 100% 0.60% 25% 1.25663
October 2016 10/19/17 100% 0.56% 25% 1.30997
November 2016 11/15/17 100% 0.59% 25% 1.35163
January 20, 2017 01/20/18 100% 0.61% 25% 1.33560
February 9, 2017 02/09/18 100% 0.61% 25% 1.31270
March 2, 2017 03/02/18 100% 0.64% 25% 1.33870
March 28, 2017 03/28/18 100% 0.64% 25% 1.33740
April 18, 2017 04/18/18 100% 0.64% 25% 1.33770
May 29, 2017 05/29/18 100% 0.65% 25% 1.34460
June 16, 2017 06/16/18 100% 0.89% 25% 1.32320
July 7, 2017 07/07/18 100% 1.14% 25% 1.28870

[d] Convertible debentures
[i] 2016 debenture
On December 23, 2016, the Company closed debentures, for gross proceeds of $536,462 (Cdn$721,000) (the "Debentures"). The
Debentures have a term of three years and bear interest at a rate of 8% per annum. The interest is payable semi-annually in
arrears, in cash. Payment of principal is payable in cash or common shares of the Company at the discretion of the Company,
subject to the approval of the TSX. If the Company elects to pay the principal in common shares, the number of Common Shares
issued will be determined based on a 10% discount to the 5-day volume weighted average trading price ending on the trading day
immediately preceding the date that the principal amount is due. Each Debenture will be convertible, at the option of the holder,
into common shares at a conversion price of Cdn$0.50, beginning six months after the initial closing date. Each Debenture will
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be convertible, at the option of the Company, at a conversion price of Cdn$0.50, beginning twelve months after the closing date,
provided the price of the common shares has been at or above Cdn$0.75 for 20 consecutive trading days. On July 18, 2017, a
holder converted $79,190 (Cdn$100,000) into 200,000 common shares.

[ii] 2018 debenture
On June 8, 2018, the Company entered into the Convertible Security Funding Agreement (the “Agreement”) with Lind Asset
Management XI, LLC (“Lind”) for up to Cdn$7.5 million in convertible securities. Under the terms of the Agreement, Lind
advanced $1,541,800, less a closing fee of Cdn$100,000, in consideration for the issuance of a convertible security with a face
value of Cdn$2.4 million (the “First Convertible Security” of the “First Tranche”). Lind can increase the funding under the F irst
Convertible Security by an additional Cdn$1,000,000 during its thirty-month term.

The Agreement also provides for the issuance of a second convertible security on mutual agreement of the Company and Lind
and satisfaction of conditions including that 75% of the face amount of the First Convertible Security has been repaid or
converted, in which case Lind may fund up to another Cdn$3,000,000 (the “Second Tranche”). Similar to the First Tranche, Lind
can also increase the funding under the Second Tranche by up to Cdn$1,500,000. If the Second Tranche occurs, the Company
would pay Lind a closing fee equal to 5% of the amount advanced in the Second Tranche.

Each convertible security has a thirty-month term from the date of issuance and bears interest of 8% per annum on the amount
funded that is attributed to its face value upon the issuance of each convertible security. The Company's obligations under the
Agreement are secured by all of the Company's present and after-acquired property other than intellectual property, including a
pledge of its equity interests in its subsidiaries.

Shares underlying each convertible security are restricted from trading for a period of four months and one day from the time of
issuance of the applicable convertible security (the "Lock-up Period"). Lind may convert the convertible securities in monthly
installments over the term at a conversion price equal to 85% of the 5-day trailing volume-weighted average price (“VWAP”) of
the Company's common shares prior to the date that notice of conversion is provided by Lind. The Agreement contains
restrictions on how much of the convertible securities may be converted in any particular month and how many common shares
Lind may hold at any given time. Lind is entitled to accelerate its conversion right to the full amount of the face value or demand
repayment of the face value in cash upon a default and other specified events. To the extent that the full face value of a
convertible security has not been converted at maturity, the balance of the face value is to be paid in cash at the end of the thirty-
month term.

The Company has the option to buy-back the convertible securities in cash at any time by paying a buy-back premium equal to 5%
of the outstanding balance of the applicable convertible security, except that no such premium is payable if the Company elects
to buy back the First Convertible Security within the Lock-Up Period.

The Agreement and the issuance of securities thereunder were conditionally approved by the TSX, with up to 6,048,902 common
shares issuable under the Agreement or Warrants.  At the Company’s June 28, 2018 shareholder meeting, the company received
shareholder approval to issue up to an additional 40,000,000 common shares to Lind under the Agreement. Any additional
issuances of common shares under the Agreement will be subject to further shareholder approval.

The fair values of the First Convertible Security and the conversion liability were determined at the date of grant, dates of partial
settlements and at December 31, 2018 using a binomial lattice model with the following assumptions:

Expiry date
Expected
volatility

Risk-
free

interest
rate

Conversion
price

discount

Foreign
exchange

rate(mm/dd/yy)

Issued on:

June 7, 2018 7/12/2020 100% 1.71% 15% 1.2972

October 9, 2018 7/12/2020 100% 2.10% 15% 1.2936

November 5, 2018 7/12/2020 100% 2.14% 15% 1.3096

December 31, 2018 7/12/2020 100% 1.87% 15% 1.3642

The expected volatility is based on the trading of the Company’s common shares on the Toronto Stock Exchange and the risk-
free rate is 1-year Canada Government Bond Yield.

The initial fair value of the conversion option on June 8, 2018 was approximately $314,000. On October 9, 2018, in connection
with the Agreement, Cdn$120,000 was converted to 2,586,235 common shares to Lind at the conversion price of
Cdn$0.04639948 per share. On November 5, 2018, in connection with the Agreement, Cdn$275,000 was converted to 7,464,468
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common shares to Lind at the conversion price of Cdn$0.0368412 per share. In total, $299,243 of outstanding debt and interest,
and $51,387 in conversion liability was converted to 10,050,703 common shares to Lind in 2018. At December 31, 2018 the
initial fair value of the conversion portion was approximately $251,000.

9. WARRANT LIABILITY

# $

At January 1, 2017 10,752,617 1,768,415

Issued February 17, 2017 [note 9[b]] 1,610,000 334,589

Issued May 9, 2017 [note 9[b]] 103,621 17,322

Repricing on June 7, 2017 [note 9[d]] - (639,986)

Repricing on June 29, 2017 [note 9[d]] - (568,862)

Exercise on July 14, 2017 [note 9[d]] (450,937) (24,135)

Repricing on August 31, 2017 [note 9[d]] - (104,406)

Expiry on September 15, 2017 [note 9[a]] (3,956,249) (74,201)

Revaluation - 280,558

At December 31, 2017 8,059,052 989,294

Issued May 22, 2018 [note 9[a]] 7,766,256 380,661

Issued June 7, 2018 [note 9[b]] 13,531,800 619,144

Expiry on August 15, 2018 (1,997,612) (564)

Issued August 24, 2018 [note 9[g]] 150,000 5,001

Expiry on December 23, 2018 (61,440) (1,637)

Revaluation [note 9[h]] - (1,571,994)

At December 31, 2018 27,448,056 419,905

Short-term portion of warrant liability -

Long-term portion of warrant liability 419,905

The following warrants were issued and outstanding at December 31, 2018:

Warrants

Exercisable
into

common shares
Exercise

Price Expiry date
# # Cdn$

Date issued:
August 11, 2016       [GEM] 338,702 338,702 0.20 August 11, 2021
September 30, 2016 [GEM] 1,647,677 1,647,677 0.20 September 30, 2021
November 4, 2016   [GEM] 1,000,000 1,000,000 0.20 November 4, 2021
December 30, 2016  [GEM] 1,300,000 1,300,000 0.20 December 30, 2021
February 17, 2017    [GEM] 1,610,000 1,610,000 0.20 February 17, 2022
May 9, 2017 [GEM] 103,621 103,621 0.20 May 9, 2022
May 22, 2018           [Unitholders] 7,766,256 7,766,256 0.12 May 22, 2021
June 7, 2018             [Lind] 13,531,800 13,531,800 0.096 June 7, 2021
August 24, 2018
[Unitholders] 150,000 150,000 0.12 August 24, 2021

27,448,056 27,448,056

[a] Warrants issued in First Tranche of Unit Private Placement on May 22, 2018
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In connection with the Unit Private Placement [note 10[b][i]], 7,766,256 warrants were issued and are exercisable at a price of
Cdn$0.12 per common share expiring on May 22, 2021.

[b] Warrants issued on June 7, 2018
On June 7, 2018, the Company issued 13,531,800 warrants to Lind in respect of the First Convertible Security, exercisable until
June 7, 2021 at an exercise price of Cdn$0.096 per share. The number of warrants issued in connection with the First Convertible
Security are equal to 50% of the amount advanced by Lind (Cdn$2,000,000) divided by the VWAP of the common shares of the
Company on the TSX for the five trading days immediately preceding the closing date. In respect of the Second Tranche (if any),
the Company has agreed to issue such number of warrants equal to 50% of the amount advanced by Lind in respect of the
Second Convertible Security divided by the VWAP of the common shares for the five trading days immediately preceding the
issuance of the Second Convertible Security. Warrants calculated in the same manner will also be issued to Lind if it elects to
increase the size of any convertible security as described above. All subsequent warrants issued to Lind pursuant to the
Agreement will be exercisable for 36 months from the date of issuance at an exercise price equal to 130% of the five-day VWAP
of the common shares immediately prior to the applicable closing date. The Warrants provide for cashless exercise by the holder
in the event that the Company ceases to be a foreign private issuer, as that term is defined under the United States Securities Act
of 1933.

[c] Warrants issued to GEM
In conjunction with the 2016 financing in note 10[b][ii], 6 million warrants, re-priced at $0.20 on June 7, 2017, have been issued
to GEM with expiry dates between August 2021 and May 2022.

[d] Warrants issued to Unitholders in September 2016
On September 1, 2016, the Company closed a non-brokered private placement offering of 9,794,203 units ("Units"), at a price of
Cdn$0.16 per Unit, for gross proceeds of Cdn$1,567,072. Each Unit was comprised of one common share and one-quarter of one
common share purchase warrant where each whole common share purchase warrant entitles the holder to acquire one common
share at a price of Cdn$0.50 until August 15, 2018. Of the approximately 2.4 million warrants subscribed for, 625,000 warrants
were issued a major shareholder, who is also a director of the Company; 486,000 warrants were issued to three directors of the
Company and 1.3 million were issued to unrelated parties. On July 14, 2017, GeneNews received gross proceeds of
approximately $77,992 (Cdn$103,715) from the early exercise of 450,937 warrants, of which 156,250 warrants were exercised
by GeneNews' Chairman and Chief Executive Officer into common shares. All remaining warrants expired unexercised on
August 15, 2018.

[e] Warrant amendment 2017
On May 30, 2017, the Company announced a warrant exercise incentive program (the “Program”) designed to encourage the
early exercise of its 12,466,238 outstanding and unlisted warrants, whereby the exercise price was reduced from Cdn$0.50 to
Cdn$0.23, which represents the 5 day volume weighted average price of the common shares as at the close of business on May
26, 2017.  At its annual and special meeting of shareholders on June 29, 2017, disinterested shareholders voted to extend this
Program to company insiders. As such, all warrants were repriced. On July 14, 2017, the Company announced the extension of
the deadline for participating in its previously announced warrant exercise incentive program, to August 31, 2017, to allow
holders of the warrants, including insiders of the Company. Also on this date, GeneNews received gross proceeds of $77,992
(Cdn$103,715) from the early exercise of 450,937 warrants, of which 156,250 warrants were exercised by GeneNews' Chairman
and Chief Executive Officer into common shares. No further warrants were exercised during the early exercise period and,
effective August 31, 2017, the exercise price reverted back to Cdn$0.50 for the remaining life of the warrants.

[f] Warrant amendment 2018
On June 14, 2018, the Company announced a warrant exercise incentive program (the “2018 Program”) designed to encourage
the early exercise of its 2,059,052 outstanding and unlisted warrants (the “2018 Warrants”) expiring August 15 and December 23,
2018, whereby the exercise price was reduced from Cdn$0.50 to Cdn$0.15, which is approximately a 100% premium above the
market price of the 5-day volume-weighted average price of the Common Shares on the TSX (“VWAP”) as at the close of
business on May 24, 2018.  The early exercise period commenced on June 29, 2018 at 9:00 a.m. (Eastern time) and terminated
on July 27, 2018 at 4:30 p.m. (Eastern time) (the “Early Exercise Expiry Date”).  At its annual and special meeting of
shareholders on June 28, 2018, disinterested shareholders voted to extend the 2018 Program to Company insiders. As such, all
2018 Warrants were repriced. Ultimately, none of the 2018 Warrants were exercised and all such warrants remain outstanding
and continue to be exercisable on their original terms.

[g] Warrants issued in Second Tranche of Unit Private Placement on August 24, 2018
In connection with the Unit Private Placement [note 10[b][i]], 150,000 warrants were issued and are exercisable at a price of
Cdn$0.12 per common share expiring on August 24, 2021.

[h] Financial liability accounting
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Because such warrants were denominated in Cdn$ [a currency different from the Company’s functional currency], they were
recognized as a financial liability at fair value through profit or loss.  The fair value of each warrant is estimated on the date of
grant and on the revaluation date using the Black-Scholes option pricing model. The Black-Scholes option pricing model
requires four subjective assumptions, including future stock price volatility of the Company’s common shares which trade on the
TSX (“Expected volatility”), the risk-free interest rate (sourced to Government of Canada Bond Yields for the noted term) and
expected time until exercise (“Expected life”), which greatly affect the calculated values.

The fair values of the warrants issued during 2018 were determined at the date of grant with the following assumptions (all with
dividend yield of nil):

Expiry date
(mm/dd/yy)

Expected
volatility

Risk-free
interest

rate
Expected

life

Weighted-average fair
value at measurement

date (in Cdn$)

Date issued:
May 22, 2018 to Unitholders 05/22/21 173% 1.88% 3.0 years 0.0627
June 7, 2018 to Lind 06/07/21 173% 1.88% 3.0 years 0.0594
August 24, 2018 to
Unitholders 08/24/21 172% 2.02% 3.0 years 0.0534

The fair values of the warrants were revalued at December 31, 2018 using the Black-Scholes option pricing model with the
following assumptions (all with dividend yield of nil):

Expiry date
(mm/dd/yy)

Expected
volatility

Risk-free
interest
rate Expected life

Weighted-average fair
value at measurement
date (in Cdn$)

Date issued:

August 11, 2016 to GEM –
Tranche 1 08/11/21 108% 2.19%

2.0 years and
8.4 months 0.0150

September 30, 2016 to GEM
– Tranche 2 09/30/21 116% 2.19%

2.0 years and
9.0  months 0.0182

November 4, 2016 to GEM
– Tranche 3 11/04/21 153% 2.19%

2.0 years and
10.0  months 0.0285

December 30, 2016 to GEM
– Tranche 4 12/30/21 150% 2.19% 3.0 years 0.0287
February 17, 2017 to GEM –
Tranche 5 02/17/22 170% 2.26%

3.0 years and
2.5 months 0.0337

May 9, 2017 to GEM –
Tranche 6 05/09/22 166% 2.26%

3.0 years and
1.3 months 0.0341

May 22, 2018 to Unitholders 05/22/21 110% 2.19%
2.0 years and
4.3 months 0.0185

June 7, 2018 to Lind 06/07/21 109% 2.19%
2.0 years and
5.8 months 0.0208

August 24, 2018 to
Unitholders 08/24/21 108% 2.19%

2.0 years and
8.8 months 0.020

The exchange rate used at December 31, 2018 for revaluation was 0.7330.

10. SHARE CAPITAL

[a] Authorized

An unlimited number of non-voting preference shares, issuable in one or more series.

An unlimited number of voting special shares, entitling the holder to a dividend if and when declared by the Board in parity with
the common shares and convertible into common shares.

An unlimited number of voting common shares.
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[b] Financings

Share capital

Number Amount

# $

Balance at January 1, 2017 81,655,229 71,042,142

Issuance of common shares in capital commitment [ii] 12,336,100 1,733,700

Warrants issued with capital commitment and accounted as financial
liability[note 9[b]] - (351,911)

Conversion of structured note payable [iv] 17,179,398 1,916,716

Issuance of shares for commitment fees for structured notes payable [ii] 240,065 64,500

Issuance of shares to directors [iii] 2,279,078 393,307

Exercise of warrants [v] 450,937 102,127

Conversion of convertible debenture [note 8[d]] 200,000 79,190

Conversion of debenture with director and with shareholder[note 8[b]] 4,377,357 405,020

Share issuance costs - (75,204)

Balance at December 31, 2017 118,718,164 75,309,587

Issuance of common shares with unit financing [i] 15,832,513 979,935

Warrants issued with unit financing and accounted as financial liability
[note 9[a]& [g]]

- (386,803)

Issuance of common shares in capital commitment [ii] 9,037,500 805,201

Share issuance costs - (52,718)

Conversion of structured note payable - Lind[note 9[d] ii] 10,050,703 350,640

Balance at December 31, 2018 153,638,880 77,005,842

[i] 2018 Unit Private placement
On May 22, 2018, the Company closed the first tranche (the “First Tranche”) of a unit financing (the “Unit Financing”) and
issued 15,532,513 units for gross proceeds of $979,935 (Cdn$1,242,601).  Each Unit (“Unit”) consists of one common share plus
one-half of one warrant at a price of Cdn$0.08 per Unit. Each whole warrant is exercisable into one common share at an exercise
price of Cdn$0.12 for a period of thirty-six months from issuance, until May 22, 2021.  Unit pricing of Cdn$0.08 occurring at an
approximately 12% discount to the market price of Cdn$0.09 at April 10, 2018 and the warrant pricing of Cdn$0.12 occurring at
a 33% premium to the market price of Cdn$0.09 at April 10, 2018. In lieu of making a cash payment by the Company, certain
unrelated noteholders accepted Units for an aggregate of $300,980 (Cdn$380,831), and a director, who is also a shareholder,
participated for $445,213 (Cdn$561,770) in lieu of debt repayment in cash [note 8[b]] and received 7,022,126 common shares
and 3,511,063 warrants. $233,742 in cash was received.

On August 24, 2018, the Company announced a second tranche closing (the “Second Tranche”) of the Unit Financing, subject to
shareholder approval.  At its annual and special meeting of shareholders on June 28, 2018, shareholders voted for the issuance of
up to 4,917,487 Units, representing 7,376,231 common shares. Insiders would not participate in the Second Tranche of the Unit
Financing and it is not expected that the transaction will result in a change of control. Each Unit consists of one common share
plus one-half of one warrant at a price of Cdn$0.08 per Unit. Each whole warrant is exercisable into one common share at an
exercise price of Cdn$0.12 for a period of thirty-six months after the closing date of the Second Tranche of the Unit Financing.
$18,502 cash received for issuing 300,000 shares and 150,000 warrants.

[ii] Capital commitment agreement
On June 9, 2016, the Company announced that it had entered into a capital commitment agreement (the “Agreement”) with GEM
Global Yield Fund LLC SCS (“GEM”) for Cdn$5 million Capital Commitment (“CC”). The Company has the right, but not the
obligation, to draw down under the CC for a term of three years. During the year ended December 31, 2018, the Company issued
9,037,500 common shares for $805,201 in gross proceeds [2017 – issued 6,039,600 common shares and 1,713,621 warrants and
received $1,211,256].
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[iii] Issuance of common shares to directors
On July 14, 2017, the Company announced the issuance of an aggregate of 2,279,078 common shares in lieu of $393,307 owed
to participating directors, with the remaining outstanding balance of $40,000 to be paid in cash. The conversion of payment
obligations to common shares was calculated based on the five day volume-weighted average price (the "5 day VWAP") on May
26, 2017 of the common shares on the Toronto Stock Exchange, which was Cdn$0.23, and the Bank of Canada's foreign
exchange conversion rate from US to Canadian dollars at the close of business on May 28, 2017.

[iv] Conversion of structured note payable, issued under a Financial Hardship ruling
In connection with the Structured Notes issued to Alumina [note 8[c], during 2017, the Company issued $1,600,000 Structured
Notes and $1,264,498 in debt and $652,218 in conversion liabilities was converted into 17,179,398 common shares.

[v] Exercise of warrants
On July 14, 2017, the Company received gross proceeds of $77,992 (Cdn$103,715) from the early exercise of 450,937 warrants,
of which 156,250 warrants were exercised by GeneNews' Chairman and Chief Executive Officer into common shares.

[c] Weighted-average number of shares
The weighted-average number of shares outstanding for the year ended December 31, 2018, is 136,867,715 [2017 – 96,640,822].
The Company has not adjusted its weighted-average number of shares outstanding for the purpose of calculating the diluted loss
per share, as any adjustment would be antidilutive. All issued and outstanding stock options at December 31, 2018 of 15,612,086
[2017 – 13,311,015] and warrants of 27,448,056 [2017 – 8,059,052] are deemed anti-dilutive such that the basic and net loss per
share are equal.

[d] Employee stock option plan
On May 25, 2000, the Company adopted a stock option plan (the “Plan”) pursuant to which the Board may grant stock options to
directors, officers, employees or consultants of the Company. The current terms of the Plan, approved by the Company’s
shareholders on June 30, 2016, provide that the maximum number of common shares available for issuance under the Plan does
not exceed 15% of the Company’s issued and outstanding shares at any time. All options granted have a term of five years from
the date of grant. The vesting schedule of all granted options is determined at the discretion of the Board. The exercise price of
an option must be not less than the closing price of the Company’s common shares on the Toronto Stock Exchange on the
trading day immediately preceding the date the option is granted. As at December 31, 2018, there were 15,612,086 [2017 –
13,311,015] options outstanding, representing 9.84% [2017 – 11.2%] of the Company’s issued and outstanding common shares.
All options are settled by the issuance of the Company’s common shares.

There were no option cancellations or modifications to the Plan during the years ended December 31, 2018 and 2017.

In compliance with current accounting standards, the fair value of each stock option is estimated on the date of grant using the
Black-Scholes option pricing model. The Black-Scholes model requires four subjective assumptions, including future stock price
volatility and expected time until exercise, which greatly affect the calculated values. The following assumptions were used to
calculate the weighted-average fair values at:

December 31, 2018 December 31, 2017
Expected dividends — —
Average option life in years 4.2 4.7
Expected volatility 136% 148%
Risk-free interest rate 2.0% 4.0 %
Vesting period in years 0.5 0.5

The risk-free interest rate is based on the implied yield on a Canadian government zero-coupon issue with a remaining term
equal to the expected term of the option. The life of the options is estimated with consideration of the vesting period at the grant
date, the term of the option and the average length of time similar grants have remained outstanding in the past. The expected
volatility is estimated based on the historical volatility over a period similar to the life of the option. The dividend yield was nil
because it is the present policy of the Company to retain all earnings to finance operations and future growth.

The following table summarizes the measurement date weighted-average fair value of stock options granted during the years
ended December 31, 2018 and 2017:

Number
of options granted

#

Grant date weighted-
average fair value

(In Cdn$)

Year ended December 31, 2018 7,105,000 0.19
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Year ended December 31, 2017 3,850,000 0.16

The following is a summary of the status of the Plan at December 31, 2018 and 2017, and changes during the years then ended:

Year ended
December 31, 2018

Year ended
December 31, 2017

Number
of options

Weighted-average
exercise price

Number of
options

Weighted-average
exercise price

# Cdn$ # Cdn$
Outstanding, beginning of period 13,311,015 0.29 9,911,369 0.36
Granted 7,105,000 0.10 3,850,000 0.18
Exercised — — — —
Expired or forfeited (4,803,929) 0.36 (450,354) 0.91

Outstanding, end of period 15,612,086 0.18 13,311,015 0.29

Exercisable, end of period 11,797,086 0.22 11,621,015 0.31

The following table summarizes information about stock options outstanding at December 31, 2018:

Range of exercise
prices per share Number outstanding

Weighted-average
exercise price

Weighted-average
remaining contractual life

Cdn$ # Cdn$ years

0.00 to 0.10 5,077,920 0.06 5.93
0.11 to 0.15 6,294,166 0.13 3.61
0.16 to 0.30 2,465,000 0.19 3.23
0.31 to 0.90 965,000 0.41 1.77
0.91 to 2.00 810,000 1.12 0.30

15,612,086 0.18 4.02

11. EXPENSES BY NATURE
Selected expenses included in the consolidated statements of loss and comprehensive loss for the years ended December 31,
2018 and 2017, are as follows:

December 31, 2018 December 31, 2017

Cost of
sales

General and
Total

Cost of
sales

General and
Total

administrative administrative
$ $ $ $ $ $

Salaries and short-term
benefits 240,953 1,977,556 2,218,509 410,817 2,154,512 2,565,329

Share-based compensation 29,333 397,155 426,488 45,100 346,935 392,035
Rent 173,083 88,083 261,166 165,048 106,237 271,285
Depreciation 286,437 24,372 310,809 312,838 34,549 347,387
Foreign exchange loss 148,655 148,655 131,465 131,465

12. RELATED-PARTY TRANSACTIONS

One director of the Company is a co-founder of JTS Health Partners (“JTS”) which partnered with the Company in March 2016
to secure multi-year agreements with hospitals, clinically integrated networks, large physician groups and healthcare
organizations for the Company’s risk assessment tests to assist healthcare professionals in the early detection of. JTS is assisting
with the implementation of a new billing process, as well as initiating testing in several high-risk populations, the transition to
which has negatively impacted revenues.

On July 14, 2017, the Company issued 2,279,078 common shares in lieu of repayment in cash to participating directors for fees
and expenses of $393,307 [note 9[b][iii]]. Additionally, the Company received gross proceeds of approximately $77,992
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(Cdn$103,715) from the early exercise of 450,937 warrants, of which 156,250 warrants were exercised by the Company’s
Chairman and Chief Executive Officer into common shares [note 10[d]].

The key management personnel of the Company at December 31, 2018 are the directors, including the Chairman and Chief
Executive Officer and the interim Chief Financial Officer.  One director of the Company is the Chairman of the Board for the
Company’s former third-party billing company and this same director has provided interim financing to the Company between
December 2015 and June 2018 [see note 8[b]]. With the 2018 Unit Private Placement [see note 9[b][i]], this director
participated for $445,213 (Cdn$561,770) in lieu of debt repayment in cash and received 7,022,126 common shares and
3,511,063 warrants.

JTS has also provided interim financing in 2017 and 2018 [see note 8[b]]. A director and shareholder of the Company provided
interim financing in 2017 and 2018 [see note 8[b]].

Compensation for key management personnel of the Company is detailed below for years ended December 31, 2018 and 2017:

year ended December 31
2018 2017

$ $

Salaries, fees and short-term benefits 568,722 607,180
Share-based compensation 307,378 225,823

876,100 833,003

As at December 31, 2018, key management personnel controlled 13.4% of the issued and outstanding common shares of the
Company and $589,070 of compensation remains unpaid to current and former key management personnel.

Stock options held by key management personnel to purchase common shares have the following expiry dates and exercise
prices:

Number outstanding

Year issued Year of expiry
Range of exercise

prices per share
At

December 31, 2018
At

December 31, 2017
$ # #

2013 2018 0.40 to 0.98 –– 1,395,833
2014 2019 0.95 to 1.20 700,000 700,000
2015 2020 0.03 to 0.74 2,166,880 2,166,880
2016 2021 0.135 to 0.19 1,273,333 1,273,333
2017 2022 0.145 to 0.355 2,385,000 2,385,000
2018 2023 0.08 to 0.11 4,250,000 ––

10,775,213 7,921,046

13. COMMITMENTS AND CONTINGENCIES

Aggregate future minimum annual lease payments for the rental of the Company’s premises and its operating leases are as
follows:

$

2019 196,582
2020 251,955
2021 259,535
2022 267,323
2023 and later 205,646

1,181,041

Effective December 5, 2017, the Company renegotiated its lease of its premises effective January 1, 2018 to September 30, 2023.
The lease contains escalating rent provisions and has a $100,000 leasehold improvement allowance. Effective August 1, 2018,
the Company has subleased 74.46% of its leased space for a commensurate share of the rental cost for the remaining term of its
lease.

The Company has received notices of missed payments with vendors, and has set up payment plans with certain vendors.
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The Company may be involved from time to time in various legal claims and regulatory proceedings arising in the ordinary
course of business, including arbitrations, class actions, civil litigation and investigations (including those described in more
detail below).  Some of these matters may include, but are not limited to, intellectual property disputes, professional liability,
employee related matters and inquiries, including subpoenas and other civil investigative demands from governmental bodies
and Medicare or Medicaid payers and managed care payers reviewing billing practices or requesting comment on allegations of
billing irregularities that are brought to their attention through billing audits or third parties.  Such inquiries may relate to the
Company or other healthcare providers.

On May 4, 2016, the Company received a notice of default from HDL for missing two monthly payments under the terms of the
notes that were renegotiated in March 2016. On August 15, 2016, Richard Arrowsmith, as Liquidating Trustee of the HDL
Liquidating Trust (the “Liquidating Trust”), filed a Complaint against the Company in the United States Bankruptcy Court,
Eastern District of Virginia, Richmond Division (the “Bankruptcy Court”). The parties entered into negotiations and on March 1,
2017 reached a settlement agreement pursuant to which the Company would pay the Liquidating Trust an aggregate settlement
amount of $2,095,843, to be paid in a $25,000 upfront payment and monthly payments of $15,000 beginning March 1, 2017 to
July 1, 2017, followed by monthly payments of $10,000 until the outstanding debt has been paid in full. The Bankruptcy Court
approved the settlement agreement and, on April 27, 2017, the action against the Company was dismissed with prejudice by the
Bankruptcy Court.

14. SEGMENT INFORMATION
The Company is organized in and operates as a single reportable segment for management purposes.

Geographic information
As at December 31, 2018, $1.1 million of property, plant and equipment, net, were held in the US [December 31, 2017 – $1.3
million of property, plant and equipment, net, were held in the US]. The Company’s total revenue for the year ended December
31, 2018 was $0.19 million [2017 – $0.4 million], and all was earned from operations in the United States.

15. FINANCIAL INSTRUMENTS AND FINANCIAL RISK-MANAGEMENT OBJECTIVES AND
POLICIES
The Company is exposed to liquidity, credit and market risk, the management of which is overseen by the Company’s senior
management.

[a] Financial instruments
As at the dates presented, the Company had classified its financial instruments as follows:

Financial
assets at

amortized cost

Other financial
liabilities at

amortized cost

Fair value
through

profit or loss Total
At December 31, 2018 $ $ $ $

Financial assets
Cash and cash equivalents 106,228 — — 106,228
Trade and other receivables 45,102 — — 45,102

Financial liabilities
Trade and other payables — 3,427,215 — 3,427,215
Warrant liability — — 419,905 419,905
Conversion liability — — 251,000 251,000
Notes payable — 3,224,526 — 3,224,526

Financial
assets at

amortized cost

Other financial
liabilities at

amortized cost

Fair value
through

profit or loss Total
At December 31, 2017 $ $ $ $

Financial assets
Cash and cash equivalents 41,224 — — 41,224
Trade and other receivables 55,878 — — 55,878
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Financial liabilities
Trade and other payables — 3,135,781 — 3,135,781
Warrant liability — — 989,294 989,294
Notes payable — 1,584,112 — 1,584,112

[b] Fair value of financial instruments
The fair value of warrants is estimated using the Black-Scholes option pricing model incorporating various inputs including the
underlying price volatility and discount rate, see note 8. All other notes payable were initially recognized at fair value, and
subsequently they were measured at amortized cost using the effective interest rate method, whereby the fair value of the notes
payable approximates their carrying value. Foreign exchange gains or losses recorded on cash and cash equivalents, trade and
other receivables, inventory, trade and other payables, warrants and conversion liability, are recorded in the consolidated
statements of loss and comprehensive loss.  As at December 31, 2018, the Company’s cash and cash equivalents, the warrant
liability, conversion liability and notes payable, are carried on the consolidated statements of financial position at fair value and
have been classified as Level 1, Level 2, Level 3 and Level 3, respectively, in the fair value hierarchy.

[c] Liquidity risk
Liquidity risk represents the contingency that the Company is unable to gather the funds required with respect to its financial
obligations at the appropriate time and under reasonable conditions. The Company attempts to manage this risk so as to ensure
that it has sufficient liquidity at all times to be able to honor its current and future financial obligations under normal conditions
and in exceptional circumstances. Financing strategies to ensure the management of this risk include resorting to the capital
markets through the issuance of equity or debt securities.

The Company’s ability to continue as a going concern depends upon its ability to achieve profitable operations and raise
additional capital; in the past three years, the Company has earned limited revenue. During 2018, the Company has completed a
series of common share, structured notes payable, capital commitment, common share and warrant and convertible debenture
financings. The Company expects to continue to pursue further financings as or until operations become profitable.

The tables below summarize the maturity profile of the Company’s financial instruments as at December 31, 2018 and 2017:

Financial instrument maturation periods
1 year or less 1 to 5 years 5 years or more Total

At December 31, 2018 $ $ $ $

Financial assets
Cash and cash equivalents 106,228 — — 106,228
Trade and other receivables 45,102 — — 45,102

Financial liabilities
Trade and other payables 3,359,875 67,340 — 3,427,215
Warrant liability — 419,905 — 419,905
Conversion liability — 251,000 — 251,000
Notes payable 1,907,668 1,319,858 — 3,224,526

Effective rate of interest 23%
Financial instrument maturation periods

1 year or less 1 to 5 years 5 years or more Total
At December 31, 2017 $ $ $ $

Financial assets
Cash and cash equivalents 41,224 — — 41,224
Trade and other receivables 55,878 — — 55,878

Financial liabilities
Trade and other payables 3,068,441 67,340 — 3,135,781
Warrant liability 46,822 942,472 — 989,294
Notes payable 454,158 1,129,954 600,143 1,584,112



GeneNews Limited Page 30

Effective rate of interest 16%

[d] Credit risk
The Company’s financial assets that are exposed to credit risk consist primarily of cash and cash equivalents, and trade and other
receivables. Cash and cash equivalents consist of deposits with major commercial banks and are therefore subject to minimal
credit risk.

The Company is exposed to normal credit risk from trade and other receivables in the normal course of business. The Company
assesses the credit risk associated with trade and other receivables by evaluating their age based on the invoice date. The carrying
amount of trade and other receivables is reduced through the use of an allowance account, and the amount of the loss is
recognized in the consolidated statements of loss and comprehensive loss. When a receivable balance is considered uncollectible,
it is written off against the allowance for trade and other receivables. Subsequent recoveries of amounts previously written off
are credited against general and administrative expenses in the consolidated statements of loss and comprehensive loss.  The
following table sets out details of the status of trade and other receivables that are outstanding and the related allowance for
doubtful accounts for the noted periods:

At December 31, 2018 At December 31, 2017
$ $

Current 45,102 55,878

31 to 60 days — —
61 to 90 days — —
Over 90 days — —
Allowance for doubtful accounts — —
Total trade and other receivables, net 45,102 55,878

[e] Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises foreign exchange rate risk and interest rate risk.

Foreign exchange rate risk
The Company operates in Canada and the United States and transacts business primarily with US partners and suppliers. During
the year ended December 31, 2018, a 5% appreciation (depreciation) in the Cdn$ to US dollar foreign exchange rate, with all else
being equal, would have affected net income by approximately $104,000 [2017 – $92,000]. The Company’s exposure to foreign
currency changes for all other currencies is not material.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market interest rates. The interest rate for the Company’s notes payable to HDL was renegotiated during the first quarter of 2016
and interest began to be accrued at Wall Street Journal Prime Rate plus 4.00% per annum effective April 1, 2016, while the note
payable to a shareholder and director as was issued in 2016 is fixed at 2% per annum, the note payable to shareholders and
director as was issued in 2017 is fixed at 5% per annum, and the convertible debentures are fixed at 8%. Accordingly, there have
been no significant impacts on the Company’s consolidated statements of loss and comprehensive loss from changes in interest
rates.

16. CAPITAL RISK MANAGEMENT
The Company’s objective when managing capital is to safeguard its accumulated capital in order to maintain the abili ty to
continue as a going concern and provide returns to shareholders and benefits to other stakeholders. The capital structure of the
Company consists of issues of notes payable, conversion liability common shares and warrants; it totaled $80.9 million as at
December 31, 2018 [December 31, 2017 – notes payable, warrants and common shares of $77.9 million] of which there was a
shareholders’ deficiency of $4.8 million at December 31, 2018 [December 31, 2017 – $3.0 million].

To address this risk, the Company manages its capital structure and makes adjustments to it in light of economic conditions.
Upon approval of the Board, the Company balances its overall capital structure through new share or debt issuances, or by
undertaking other activities as deemed appropriate in the circumstances. The Board does not establish quantitative return on
capital criteria for management but rather relies on the expertise of the Company’s management to sustain future development of
the business. The Company is not subject to externally imposed capital requirements.
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The Company’s ability to continue as a going concern depends upon its ability to achieve profitable operations and raise
additional capital; in the past two years, the Company has limited revenue.  During 2017 and into 2018, the Company completed
a series of common share, structured notes payable, capital commitment, common share and warrant and convertible debenture
financings.  We expect to continue to pursue further financings as or until operations become profitable.

The Company’s overall strategy with respect to capital risk management remains unchanged from the year ended December 31,
2017.

17. INCOME TAXES
The major components of income tax expense for the years ended December 31, 2018 and 2017 are as follows:

Consolidated statements of loss and comprehensive loss
Year ended Year ended

December 31,
2018

December 31,
2017

$ $

Current income tax — —
Deferred tax
Origination and reversal of temporary differences (258,025) 268,996

Unrecognized benefit of deferred tax assets 258,025 (268,996)

— —

The following is a reconciliation between tax expense and the product of accounting loss multiplied by Canada’s domestic tax
rate for the years ended December 31, 2018 and 2017:

Year ended
December 31,

2018

Year ended
December 31,

2017

$ $

Loss from continuing operations (3,942,920) (2,947,382)

Income tax recovery calculated at 26.50% [2017 – 26.50%] (1,044,874) (781,056)

Effect of expenses that are not deductible (taxable) in
determining taxable profit (loss)

Share-based compensation expense and non-deductible
provisions

117,449 103,873

Tax rate differential 162,517 (212,645)

Book to filing difference (348,510) (281,168)

Other 59,660 146,879

Foreign exchange change 1,311,783 (1,024,463)

Impact of U.S. Statutory Income Tax Rate Change - 1,779,584

Unrecognized benefit of current year’s losses and other (258,025) 268,996

Total tax expense relating to continuing operations — —

The Company offsets current tax assets with current tax liabilities and deferred tax assets with deferred tax liabilities if and only
if it has a legal enforceable right to set off current tax assets and current tax liabilities, and they relate to taxes levied by the same
taxation authority. On December 22, 2017, the United States enacted new tax reform (“Tax Cuts and Jobs Act”). The Tax Cuts
and Jobs Act contains provisions with separate effective dates but is generally effective for taxable years beginning after
December 31, 2017.  Beginning with the year ending December 31, 2018, the corporate statutory rates on U.S. earnings were
reduced from 34% to 21%. The impact of the future rate reduction for the year ending December 31, 2017, was approximately
$1.8 million relating to the revaluation of the net deferred tax assets. Other than the reduction in statutory rate, the Company does
not anticipate the regulations will have a material impact on income taxes in future years.

The benefit of the following deductible temporary differences has not been recognized in the consolidated financial statements:
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Year ended
December 31,

2018

Year ended
December 31,

2017

$ $

Non-capital losses 46,642,359 45,345,638

Capital losses 1,211,780 1,317,749

Research and development expenditures 19,457,824 21,159,388

Unamortized share issue costs 675,233 432,004

Property, plant and equipment 3,580,413 3,884,375

Federal investment tax credits carried forward 4,296,888 4,672,643

Loan payable — —
Ontario research and development tax credits carried forward 122,893 133,640

75,987,390 76,945,437

Convertible debentures — —
Net unrecognized temporary differences 75,987,390 76,945,437

As at December 31, 2018, the Company and its subsidiaries have tax credits available to reduce future federal taxes payable and
federal and Ontario non-capital losses available for carryforwards, whereby all losses incurred in Cdn$ have been converted to
USD at an exchange rate of 0.7330.

The amounts and years of expiry are as follows:

Year of
expiry

Federal
investment tax

credits

Federal and Ontario
loss carryforwards

Ontario research &
development tax credits

US losses

$ $ $ $

2020 79,747 - - -

2021 69,293 - - -

2022 34,715 - - -

2022 13,643 - - -

2023 48,704 - - -

2024 482,782 - - -

2025 557,378 - - -

2026 781,771 3,393,289 - -

2027 811,219 2,274,651 - -

2028 896,026 3,410,312 - -

2029 131,716 2,319,765 31,033 -

2030 112,988 1,967,745 26,620 -

2031 109,713 2,013,956 25,849 -

2032 99,895 2,590,626 23,536 -

2033 67,298 3,824,355 15,856 970,797

2034 - 1,206,635 - 4,499,078

2035 - 2,447,460 - 4,076,102

2036 1,795,802 - 1,011,156

2037 - 1,267,392 - 3,070,624

2038 - 2,103,495 - 2,954,846

4,296,888 30,615,484 122,894 16,582,603

In addition, the Company has $1,211,780 capital losses which do not expire.
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18. FINANCE COSTS
Year ended Year ended

December 31, December 31,

2018 2017

$ $

Interest on note payable to HDL 110,052 122,645

Interest on note payable to shareholders and director 31,737 1,239

Interest on structured notes payable - 37,191

Interest on convertible debenture 198,651 64,622

Transaction costs relating to issuance of debt 65,090 67,258

Commitment fee for structured notes payable - 64,500

Issuance of warrants with note payable 619,144 -

Commitment fee 104,999
-

Other - 69,590

1,129,673 427,045

19. SUPPLEMENTAL NON-CASH INFORMATION

Year ended Year ended

December 31,
2018

December 31,
2017

$ $

Conversion of structured note payable  and conversion liabilities into common shares - (1,916,716)

Conversion of convertible debenture and conversion liability into common shares (350,640) (79,190)

Conversion of debt through issuance of units to shareholder and director (445,213) (405,020)

Issuance of common shares to pay directors - (393,307)

Settlement of accounts payable through issuance of units (300,980) -

Warrants issued to Lind (619,144) (351,911)

Issuance of common shares with structured notes as commitment fee - (64,500)

Purchases of property, plant and equipment in notes payable (104,473) -

Warrants issued to unitholders (380,661) -

20. SUBSEQUENT EVENTS

Convertible debentures

On December 27, 2018, the Company entered into a convertible security funding agreement (the “Agreement”) with an existing
investor and debt holder (Lind Asset Management XI, LLC for up to Cdn$0.5 million in convertible securities. $347,015 (Cdn
465,000) was received on January 9, 2019.

In connection with a Convertible Security Funding Agreement (the “Agreement”) with Lind Asset Management XI, LLC
(“Lind”), dated on or around May 31, 2018, in addition to the conversion in 2018, there were two more conversion transactions
that occurred during the first quarter 2019. On March 29, 2019, a total of $559,260 was converted to 15,803,008 common shares
to Lind.

In connection with a Convertible Security Funding Agreement (the “Agreement”) with Lind Asset Management XI, LLC
(“Lind”), dated on or around December 27, 2018. $167,910 was converted to 4,249,879 common shares to Lind on March 29,
2019.
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Unit Private Placement

On March 25, 2019, the Company closed the first tranche (the “First Tranche”) of a unit financing (the “Unit Financing”) for
gross proceeds of $746,269 (Cdn$1,000,000). Each Unit (“Unit”) consists of one common share plus one-half of one warrant at
a price of Cdn$0.05 per Unit. Each whole warrant is exercisable into one common share at an exercise price of Cdn$0.09 for a
period of thirty-six months from issuance, until March 25, 2022. The Unit pricing of Cdn$0.05 is at an approximately 16%
discount to the 5-day VWAP of Cdn$0.06 at February 8, 2019.

On March 29 2019, the Company closed the second tranche (the “Second Tranche”) of a unit financing (the “Unit Financing”)
for gross proceeds of $380,597 (Cdn$510,000). Each Unit (“Unit”) consists of one common share plus one-half of one warrant
at a price of Cdn$0.08 per Unit. Each whole warrant is exercisable into one common share at an exercise price of Cdn$0.09 for a
period of thirty-six months from issuance, until March 29, 2022. The Unit pricing of Cdn$0.08 is at an approximately 16%
discount to the 5-day VWAP of Cdn$0.09 at March 1, 2019.


