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1. Corporate information 

DiaMedica Therapeutics Inc. (formerly DiaMedica Inc.) (the “Company” or “DiaMedica”) is a clinical-stage 

biopharmaceutical company that is developing innovative treatments where there is significant unmet clinical 

need or where no current therapies are available with a focus on neurological and kidney diseases.  

The Company is a listed company incorporated under the Canada Business Corporations Act and domiciled in 

British Columbia, Canada, whose shares are publicly traded on the TSX Venture Exchange in Canada under the 

symbol “DMA” and the OTCQB in the United States (“U.S.”) under the symbol “DMCAF”. The Company’s 

registered office is at 301 – 1665 Ellis Street, Kelowna, British Columbia V1Y 2B3. The Company’s U.S. office 

is DiaMedica USA Inc., Two Carlson Parkway, Suite 165, Minneapolis, Minnesota 55447. The Company’s 

Australian office is DiaMedica Australia Pty Ltd, 58 Gipps Street, Collingwood VIC 3066. 

2. Basis of presentation 

(a) Statement of compliance  

The unaudited condensed consolidated interim financial statements have been prepared in accordance with 

International Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board 

(“IASB”).  

These unaudited condensed consolidated interim financial statements have been prepared in accordance with 

International Accounting Standard 34, Interim Financial Reporting (“IAS 34”). The notes presented in these 

unaudited condensed consolidated interim financial statements include only significant events and transactions 

occurring since the Company’s last fiscal year-end and are not fully inclusive of all matters required to be 

disclosed in it audited annual consolidated financial statements.  

The policies applied in these unaudited condensed consolidated interim financial statements are based on 

International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 

(“IASB”). The board of directors approved the unaudited condensed consolidated interim financial statements on 

May 15, 2017. Any subsequent changes to IFRS or their interpretation, that are given effect in the Company’s 

audited annual consolidated financial statements for the year ending December 31, 2017, could result in a 

restatement of these unaudited condensed consolidated interim financial statements.  

(b) Basis of measurement and going concern 

These unaudited condensed consolidated interim financial statements have been prepared on the historical cost 

basis.  

These unaudited condensed consolidated interim financial statements have been prepared using IFRS that are 

applicable to a going concern, which contemplates the realization of assets and settlement of liabilities and 

commitments as they come due for the foreseeable future. There are material uncertainties that cast significant 

doubt about the appropriateness of the use of the going concern assumption because the Company has experienced 

operating losses and cash outflows from operations since incorporation and has an accumulated deficit of $48 

million as at March 31, 2017. The Company’s cash resources are not sufficient for the next twelve months of 

planned operations; additional funding will be required in order to continue the Company’s research and 

development and other operating activities as it has not reached successful commercialization of its products. 

These circumstances cast significant doubt as to the ability of the Company to continue as a going concern and 

hence the appropriateness ultimately of the use of accounting principles applicable to a going concern. The 

Company is actively pursuing additional financing to further develop the Company’s scientific initiatives.   

The Company’s future operations are therefore dependent upon its ability to generate product revenues, negotiate 

license agreements with partners, and secure additional funds. There can be no assurance that the Company will 

be successful in commercializing its products, entering into strategic agreements with partners, raising additional 
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capital on favorable terms or that these or other strategies will be sufficient to permit the Company to continue as 

a going concern.  

These unaudited condensed consolidated interim financial statements do not reflect adjustments in the carrying 

values of the Company’s assets and liabilities, expenses, and the statement of financial position classification 

used, that would be necessary if the going concern assumption was not appropriate. Such adjustments could be 

material.  

(c) Functional and presentation currency 

During the fourth quarter of 2016, the Company adopted the United States dollar (USD$) as the presentation 

currency for the consolidated entity to better reflect the total business activities of its entities and improve 

investors’ ability to compare the Company’s total financial results with other publicly traded businesses in the 

Company’s industry (most of which are based in the United States and report in USD$). The unaudited condensed 

consolidated interim financial statements are presented in US dollars and prior year comparable information is 

restated to reflect the change in presentation currency. The average exchange rate used to translate the statements 

of comprehensive income and loss for the three-month period ended March 31, 2016 is 0.7274. There were no 

changes to the measurement basis of the financial statement line items as a result of the change in presentation 

currency. 

In accordance with IAS 21, the financial statements for all years presented have been translated to the new USD$ 

presentation currency whereby assets and liabilities have been translated from their functional currency at the 

exchange rate in effect at the close of each consolidated statement of financial position date; income and expenses 

for each consolidated statement of loss and comprehensive loss were translated at the average exchange rate in 

effect during each reporting period and equity transactions were translated at historic rates during the period 

incurred. All resulting exchange differences have been recognized in other comprehensive loss (income) and 

accumulated as a separate component of equity (foreign currency translation disclosed as accumulated other 

comprehensive income on the consolidated statement of financial position).   

(d) Use of significant estimates and assumptions 

The preparation of financial statements in conformity with IFRS requires management to make judgments, 

estimates, and assumptions that affect the application of accounting policies and the reported amounts of assets 

and liabilities, revenue and expenses, and the related disclosures of contingent assets and liabilities. Actual results 

could differ materially from these estimates and assumptions. We review our estimates and underlying 

assumptions on an ongoing basis. Revisions are recognized in the period in which the estimates are revised and 

may impact future periods.  

We have applied significant judgments, estimates, and assumptions to the determination of functional currency, 

and the valuation of share-based compensation and warrants. 

Functional currency 

Judgment is required in determining the appropriate functional currency of the Company. The Canadian 

functional currency was determined by assessing the currency that mainly influences costs and the currency in 

which the Company finances its operations. A change in the functional currency could result in material 

differences in the amounts recorded in the statements of loss and comprehensive loss for foreign exchange gains 

or losses. 

Valuation of share-based compensation and warrants  

Management measures the costs for share-based compensation and warrants using market-based option valuation 

techniques. Assumptions are made and estimates are used in applying the valuation techniques. These include 

estimating the future volatility of the share price, expected dividend yield, expected risk-free interest rate, future 
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employee turnover rates, future exercise behaviours, and corporate performance. Such estimates and assumptions 

are inherently uncertain. Changes in these assumptions affect the fair value estimates of share-based payments 

and warrants.  

3. Significant accounting policies 

The Company’s principal accounting policies were outlined in the Company’s annual audited consolidated 

financial statements for the year ended December 31, 2016 and have been applied consistently to all periods 

presented in these unaudited condensed consolidated interim financial statements, except as noted below. The 

statements should be read in conjunction with the annual audited consolidated financial statements for the year 

ended December 31, 2016. 

 New standards and interpretations adopted 

IAS 7, Disclosure Initiative ("IAS 7") 

Amendments to IAS 7 require disclosures that enable users of financial statements to evaluate changes in 

liabilities arising from financing activities, including both changes arising from cash flow and non-cash changes. 

The amendments apply prospectively for annual periods beginning on or after January 1, 2017. The adoption of 

these amendments were not material to these condensed consolidated interim financial statements.  

 New standards and interpretations not yet effective 

IFRS 2, Share Based Payments ("IFRS 2") 

The amendments to IFRS 2 provide clarification on how to account for certain types of share-based payment 

transactions.  The amendments provide requirements on the accounting for: the effects of vesting and non-vesting 

conditions on the measurement of cash-settled share-based payments; share-based payment transactions with a 

net settlement feature for withholding tax obligations; and a modification to the terms and conditions of a share-

based payment that changes the classification of the transaction from cash-settled to equity-settled. The 

amendments apply for annual periods beginning on or after January 1, 2018. As a practical simplification, the 

amendments can be applied prospectively. Retrospective, or early, application is permitted if information is 

available without the use of hindsight. The extent of the impact of adoption of the amendments on the unaudited 

condensed consolidated interim financial statements has not yet been determined. 

IFRS 9, Financial Instruments (“IFRS 9”) 

IFRS 9 which replaces IAS 39, Financial Instruments: Recognition and Measurement establishes principles for 

the financial reporting of financial assets and financial liabilities that will present relevant and useful information 

to users of financial statements for their assessment of the amounts, timing and uncertainty of an entity’s future 

cash flows. Under IFRS 9, financial assets are classified and measured based on the business model in which they 

are held and the characteristics of their cash flows. In addition, under IFRS 9 for financial liabilities measured at 

fair value, changes in fair value attributable to changes in credit risk will be recognized in other comprehensive 

income, with the remainder of the changes recognized in profit or loss. However, if this requirement creates or 

enlarges an accounting mismatch in profit or loss, the entire change in fair value will be recognized in profit or 

loss. This new standard is effective for annual periods beginning on or after January 1, 2018. Early adoption is 

permitted. The extent of the impact of adoption of the amendments on the unaudited condensed consolidated 

interim financial statements has not yet been determined. 

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

IFRS 15 issued by the IASB in May 2014, is applicable to all revenue contracts and provides a model for the 

recognition and measurement of gains or losses from sales of some non-financial assets. The core principle is that 

revenue is recognized to depict the transfer of promised goods or services to customers in an amount that reflects 

the consideration to which the entity expects to be entitled in exchange for those goods or services. The standard 
















