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EXPLANATORY NOTE
 
On April 26, 2016, Bionik Laboratories Corp. (the “Company”) filed a Current Report on Form 8-K (the “Original 8-K”) to

report, among other things, that the Company had acquired Interactive Motion Technologies, Inc., a Massachusetts corporation (“IMT”),
which became a wholly owned subsidiary of the Company (the “IMT Acquisition”).

 
This Current Report on Form 8-K/A amends the Original 8-K to provide the financial statements and pro forma financial

information described under Item 9.01 below. The Company is also updating the Original 8-K to disclose the number of shares of its
common stock issued to date with respect to the IMT Acquisition. Except as otherwise provided herein, this Current Report on Form 8-K/A
does not amend or restate the Original 8-K, nor does it modify or update any of the information made in the Original 8-K.
 
Item 3.02 Unregistered Sales of Equity Securities

 
On July 1, 2016, the Company issued an aggregate of 12,339,843 shares of its common stock, par value $0.001 per share (the

“Common Stock”), including 3,809,601 shares held in escrow to satisfy future indemnification obligations, if any, to the former
shareholders of IMT who had as of such date submitted transmittal documentation to the Company to receive such shares. Such issued
shares are a portion of the 23,650,000 total shares of Common Stock issuable as merger consideration to the former holders of IMT capital
stock. The Company expects to issue the remaining shares during the fiscal quarter ending September 30, 2016.
 
Item 9.01 Financial Statements and Exhibits
 
(a) Financial Statements of Business Acquired

 
The audited financial statements of IMT as of and for the fiscal years ended December 31, 2015 and 2014, including the notes

thereto, are included as Exhibit 99.1 to this Current Report on Form 8-K/A and incorporated herein by reference.
 
The unaudited condensed interim financial statements of IMT as of and for the quarterly periods ended March 31, 2016 and 2015,

including the notes thereto, are included as Exhibit 99.2 to this Current Report on Form 8-K/A and incorporated herein by reference.
 
(b) Pro Forma Financial Information

 
The unaudited pro forma combined financial information with respect to the Company’s acquisition of IMT is included as Exhibit

99.3 to this Current Report on Form 8-K/A and incorporated herein by reference.
 
(d) Exhibits

 
The following documents are filed herewith as exhibits to this report:
 

Exhibit Number  Description of Exhibit
   
99.1  Audited financial statements of IMT as of and for the years ended December 31, 2015 and 2014, including the

notes thereto
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99.2  Unaudited condensed interim financial statements of IMT as of and for the quarterly periods ended March 31,

2016 and 2015, including the notes thereto
   
99.3  Unaudited pro forma combined financial information with respect to the Company’s acquisition of IMT
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its

behalf by the undersigned thereunto duly authorized.
 
Date:  July 6, 2016

 
 BIONIK LABORATORIES CORP.
   
 By: /s/ Leslie Markow
 Name:  Leslie Markow
 Title: Chief Financial Officer
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Independent Auditors’ Report
 
To the Board of Directors of Interactive Motion Technologies, Inc.:
 
Report on the Financial Statements
 
We have audited the accompanying financial statements of Interactive Motion Technologies, Inc., which comprise the balance sheets as of
December 31, 2015 and 2014, and the related statements of loss, changes in stockholders’ deficit, and cash flows for the years then ended,
and the related notes to the financial statements.

 
Management’s Responsibility for the Financial Statements
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles
generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error.
 
Auditors’ Responsibility
 
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with
auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
 

 
 

 



 

 
Opinion
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Interactive Motion
Technologies, Inc. as of December 31, 2015 and 2014, and the results of its operations and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.
 
Emphasis of Matter
 
As further discussed in Note 13 to the financial statements, on April 21, 2016, the Company was acquired by Bionik Laboratories Corp.
 

 

Boston, Massachusetts  
May 9, 2016  
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Interactive Motion Technologies, Inc.

 
Balance Sheets

 
December 31, 2015 and 2014

 
  2015   2014  

Assets         
Current assets:         

Cash  $ 17,672  $ 2,054 
Accounts receivable, net   430,935   89,619 
Inventories   138,156   424,793 
Prepaid expenses and other current assets   32,522   18,318 

Total current assets   619,285   534,784 
Property and equipment, net (Note 3)   8,690   17,379 
Other assets   3,864   3,192 

Total assets  $ 631,839  $ 555,355 
         

Liabilities and Stockholders' Deficit         
Current liabilities:         

Accounts payable  $ 604,451  $ 558,312 
Accrued expenses and other current liabilities (Note 5)   530,502   353,909 
Customer deposits   188,187   226,985 
Demand notes payable to officers/directors (Note 4(a))   268,360   268,360 
Promissory note payable, current portion (Note 4(b))   200,000   - 
Credit facility payable (Note 4(c))   199,886   - 
Loans payable to Bionik Laboratories Corp. (Note 4(d))   300,000   - 

Total current liabilities   2,291,386   1,407,566 
Promissory note payable, net - non-current portion (Note 4(b))   -   181,455 

Total liabilities   2,291,386   1,589,021 
         

Commitments and contingencies (Note 12)         
Stockholders' deficit:         

Series A redeemable, convertible preferred stock, $0.001 par value; 2,000,000 shares authorized,
1,517,683 shares issued and outstanding (preference in liquidation of $5,121,045 at December 31,
2015) (Note 6)   5,087,352   4,695,753 

Common stock, $0.001 par value; 24,500,000 shares authorized, 15,528,068 and 15,428,068, shares
issued and outstanding at December 31, 2015 and 2014, respectively (Note 6)   15,528   15,428 

Additional paid-in capital   1,874,513   1,741,312 
Accumulated deficit   (8,636,940)   (7,486,159)

Total stockholders' deficit   (1,659,547)   (1,033,666)
Total liabilities and stockholders' deficit  $ 631,839  $ 555,355 

 
See independent auditors’ report and accompanying notes to the financial statements.
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Interactive Motion Technologies, Inc.
 

Statements of Loss
 

Years Ended December 31, 2015 and 2014
 

  2015   2014  
       
Revenue  $ 2,005,837  $ 1,547,814 
Cost of revenue   1,411,474   1,009,868 

Gross profit   594,363   537,946 
         
Operating expenses:         

Research and development   207,290   480,917 
Sales and marketing   240,219   580,628 
General and administrative   1,217,718   1,263,074 

Total operating expenses   1,665,227   2,324,619 
         
Net loss from operations   (1,070,864)   (1,786,673)
         
Other income (expense):         

Interest expense   (79,917)   (63,909)
Other income - customer deposits   -   82,020 
Other   -   1,650 

Other income (expense), net   (79,917)   19,761 
         
Net loss  $ (1,150,781)  $ (1,766,912)

 
See independent auditors’ report and accompanying notes to the financial statements.
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Interactive Motion Technologies, Inc.
 

Statements of Changes in Stockholders' Deficit
 

Years Ended December 31, 2015 and 2014
 
  Series A Redeemable,         Additional      Total  
  Convertible Preferred Stock   Common Stock   Paid-In   Accumulated  Stockholders' 
  Shares   Amount   Shares   Amount   Capital   Deficit   Deficit  
Balance at December 31, 2013   1,517,683  $ 4,332,254   14,778,068  $ 14,778  $ 894,495  $ (5,719,247)  $ (477,720)
                             
Accretion of Series A

redeemable preferred stock
issuance costs (Note 6)   -   12,260   -   -   (12,260)   -   - 

                             
Accretion of Series A

redeemable preferred stock
dividends (Note 6)   -   351,239   -   -   (351,239)   -   - 

                             
Sale of common stock (Note 6)   -   -   650,000   650   649,350   -   650,000 
                             
Relative fair value of warrants

issued with promissory note
payable (Note 4(b))   -   -   -   -   30,306   -   30,306 

                             
Share-based compensation

expense (Note 7)   -   -   -   -   387,660   -   387,660 
                             
Fair value of options granted to

Directors for settlement of
liabilities (Note 7)   -   -   -   -   143,000   -   143,000 

                             
Net loss   -   -   -   -   -   (1,766,912)   (1,766,912)
                             
Balance at December 31, 2014   1,517,683   4,695,753   15,428,068   15,428   1,741,312   (7,486,159)   (1,033,666)
                             
Accretion of Series A

redeemable preferred stock
issuance costs (Note 6)   -   12,260   -   -   (12,260)   -   - 

                             

Accretion of Series A
redeemable preferred stock
dividends (Note 6)   -   379,339   -   -   (379,339)   -   - 

                             
Sale of common stock (Note 6)   -   -   100,000   100   99,900   -   100,000 
                             
Fair value of options issued to

consultant for settlement of
liabilities (Note 7)   -   -   -   -   13,358   -   13,358 

                             
Share-based compensation

expense (Note 7)   -   -   -   -   411,542   -   411,542 
                             
Net loss   -   -   -   -   -   (1,150,781)   (1,150,781)
                             
Balance at December 31, 2015   1,517,683  $ 5,087,352   15,528,068  $ 15,528  $ 1,874,513  $ (8,636,940)  $ (1,659,547)
 
See independent auditors’ report and accompanying notes to the financial statements.
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Interactive Motion Technologies, Inc.
 

Statements of Cash Flows
 

Years Ended December 31, 2015 and 2014
 
  2015   2014  
Cash flows from operating activities:         

Net loss  $ (1,150,781)  $ (1,766,912)
Adjustments to reconcile net loss to net cash used in operating activities:         

Depreciation and amortization of property and equipment   10,124   17,950 
Non-cash interest expense related to amortization of debt discount   18,545   11,761 
Share-based compensation expense   411,542   387,660 
Customer deposit income   -   (82,020)
Changes in operating assets and liabilities:         

Accounts receivable   (341,316)   472,420 
Inventories   286,637   52,077 
Prepaid expenses and other assets   (14,876)   (8,824)
Accounts payable   59,497   16,317 
Accrued expenses and other current liabilities   176,593   11,507 
Customer deposits   (38,798)   79,903 

Net cash used in operating activities   (582,833)   (808,161)
         
Cash flows from investing activities:         

Purchase of property and equipment   (1,435)   (2,080)

Net cash used in investing activities
  (1,435)   (2,080)

         
Cash flows from financing activities:         

Proceeds from issuance of common stock   100,000   650,000 
Proceeds from issuance of promissory note payable   -   200,000 
Proceeds from issuance of loans payable to Bionik Laboratories Corp.   300,000   - 
Proceeds from credit facility payable, net   199,886   - 
Proceeds from issuance of demand notes payable to officers/directors   72,000   369,500 
Repayment of demand notes payable to officers/directors   (72,000)   (407,756)

Net cash provided by financing activities   599,886   811,744 
         
Increase in cash   15,618   1,503 

         
Cash at beginning of the year   2,054   551 

         
Cash at end of the year  $ 17,672  $ 2,054 

 
(continued)

 
See independent auditors’ report and accompanying notes to the financial statements.
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Interactive Motion Technologies, Inc.
 

Statements of Cash Flows (Concluded)
 

Years Ended December 31, 2015 and 2014
 

  2015   2014  
Supplemental disclosure of cash flow information and non-cash transactions:         

         
Income taxes paid, net  $ -  $ 400 
         
Cash paid for interest  $ 27,648  $ 32,107 
         
Accretion of dividends on Series A redeemable preferred stock  $ 379,339  $ 351,239 
         
Accretion of Series A redeemable preferred stock issuance costs  $ 12,260  $ 12,260 
         
Fair value of options granted for settlement of liabilities  $ 13,358  $ 143,000 
         
Relative fair value of warrants issued with promissory note payable  $ -  $ 30,306 

 
See independent auditors’ report and accompanying notes to the financial statements.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements
 

Years Ended December 31, 2015 and 2014
 
1. NATURE OF OPERATIONS

 
Interactive Motion Technologies, Inc. (“IMT” or the “Company”) was incorporated on March 24, 1998 under the laws of the
Commonwealth of Massachusetts.
 
IMT is a medical device company focused on the design, development, manufacturing and marketing of novel robotics and interactive
programming utilized by professionals in the healthcare industry to assist patients in the recovery of stroke and other neurological
illnesses. IMT utilizes medical robotics technology exclusively licensed from third parties (see Note 10).

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 
Accounts Receivable
 
The Company carries its accounts receivable at the invoiced amount, net of an allowance for doubtful accounts. The allowance for
doubtful accounts is management’s best estimate of probable losses incurred. The Company establishes an allowance for doubtful
accounts by assessing its past collection history as well as general economic and credit conditions. The allowance for doubtful
accounts is $38,600 as of December 31, 2015 and 2014.
 
Concentrations of Credit Risk and Significant Customers
 
The Company’s cash is placed in high quality financial services organizations and at times may be at levels which exceed federal
insurance limitations. Historically, the Company has not experienced any losses in such accounts.
 
During the year ended December 31, 2015, five customers accounted for approximately 61% of the Company’s revenue. At
December 31, 2015, these customers represented approximately 37% of total accounts receivable. During the year ended December
31, 2014, revenue earned from four customers represented approximately 51% of the Company’s revenue.
 

See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 

Inventory
 
Inventory is stated at the lower of cost or market. Cost is recorded at standard cost, which approximates actual cost, on the first-in
first-out cost basis. Work in process and finished goods consist of materials, labor and allocated overhead. Inventory consists of the
following at December 31, 2015 and 2014:
 
  2015   2014  
       
Raw materials, net  $ 101,723  $ 328,052 
Work in process   36,433   7,349 
Finished goods   -   89,392 
         
  $ 138,156  $ 424,793 
 
As of December 31, 2015, the Company established a reserve of $69,059 against raw materials inventory as a result of changes in
product technology. There were no reserves against inventory as of December 31, 2014.
 
Property and Equipment
 
Property and equipment is stated at cost less accumulated depreciation and amortization. Depreciation and amortization is calculated
on the straight-line method for financial reporting based on the following estimated useful lives:
 
 Estimated Useful Lives
  
Computer software 3 years
Computers, lab and demo equipment 5 years
Furniture and fixtures 5 years
Leasehold improvements Shorter of estimated useful

life or lease term
 
Expenditures for significant renewals or improvements are capitalized and depreciated or amortized over their estimated useful lives.
The cost of maintenance and repairs is charged to expense as incurred.

 
See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Revenue Recognition
 
The Company recognizes revenue from product sales when persuasive evidence of an agreement with the customer exists, products
are shipped or title passes pursuant to the terms of the agreement, the amount due from the customer is fixed or determinable,
collectability is reasonably assured, and there are no significant future performance obligations. Deposits from customers are carried
as liabilities until the requirements for revenue recognition are met. During 2014, a customer deposit of $82,020 from 2009 was
forfeited and recognized into other income. Shipping and handling costs are included in cost of revenue.
 
Warranty Reserve and Deferred Warranty Revenue
 
The Company provides a one-year warranty as part of its normal sales offering. When products are sold, the Company provides
warranty reserves which, based on the historical experience of the Company, are sufficient to cover warranty claims. Accrued
warranty reserves are included in accrued expenses and other current liabilities on the balance sheet and amount to $39,328 and
$24,203, respectively, at December 31, 2015 and 2014. Also, at December 31, 2015 and 2014, is $88,416 and $71,156, respectively,
related to deferred warranty revenue on extended warranties sold. The Company sells extended warranties for additional periods
beyond the standard warranty. Extended warranty revenue is deferred and recognized as revenue over the extended warranty period.
 
The Company recognized $19,934 and $14,254 of expense in cost of revenue related to the change in warranty reserves and warranty
costs incurred during 2015 and 2014, respectively.
 
Research and Development Expenses
 
Costs incurred for research and development are expensed as incurred.
 
Advertising
 
Advertising costs are charged to sales and marketing expense when incurred and amounted to $1,292 and $46,200 for the years ended
December 31, 2015 and 2014, respectively.
 
Income Taxes
 
The provision (benefit) for income taxes is based on the elements of income and expense as reported in the statements of loss and also
includes in the current period any changes in tax rates from those previously used in determining deferred tax assets and liabilities.
 

See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Income Taxes (concluded)
 
Deferred income tax assets and liabilities are determined based on differences between the financial reporting and income tax bases of
assets and liabilities and from temporary differences resulting from income and expense items reported for financial accounting and
tax purposes in different periods. Deferred tax assets or liabilities are measured using the income tax rates and laws currently enacted,
and are classified as current or non-current, depending on the classification of the assets and liabilities to which they relate, or based
upon the periods in which temporary differences are expected to reverse. Deferred tax assets are reduced by a valuation allowance if
it is more likely than not that some portion or all of the deferred tax asset will not be realized.
 
The Company follows accounting guidance regarding the recognition, measurement, presentation, and disclosure of uncertain tax
positions in the financial statements. Tax positions taken or expected to be taken in the course of preparing the Company’s tax returns
are required to be evaluated to determine whether the tax positions are “more-likely-than-not” to be upheld under regulatory review.
The resulting tax impact of these tax positions are recognized in the financial statements based on the result of this evaluation.
 
The Company’s policy is to recognize interest and penalties related to income tax matters in income tax expense. The Company did
not recognize any tax liabilities associated with uncertain tax positions, nor have they recognized any interest or penalties related to
unrecognized tax positions. The Company is currently open to audit under the applicable statutes of limitations by the taxing
authorities for the years ended December 31, 2012 through 2015. The Company has not filed any tax returns subsequent to December
31, 2013.
 
Fair Value of Financial Instruments
 
The carrying amounts reported in the balance sheet for accounts receivable, accounts payable and accrued expenses approximate fair
value based on the short-term nature of these instruments. The carrying value of notes payable approximates its fair value based upon
existing terms and current market conditions.
 
Use of Estimates
 
The process of preparing financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

 
See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (concluded)
 
Share-based Compensation
 
The Company records share-based payments at fair value. The measurement date for compensation expense related to employee
awards is generally the date of the grant. The measurement date for compensation expense related to nonemployee awards is
generally the date that the performance of the awards is completed and, until such time, the fair value of the awards is remeasured at
the end of each reporting period. Accordingly, the ultimate expense is not fixed until such awards are vested. The fair value of
awards, net of expected forfeitures, is recognized as expense in the statement of loss over the requisite service period, which is
generally the vesting period. The fair value of options is calculated using the Black-Scholes option pricing model. This option
valuation model requires input of assumptions including, among others, the volatility of the stock price, the expected term of the
option, and the risk-free interest rate.
 
Reclassifications
 
Certain amounts in prior year financial statements are reclassified when necessary to conform to the current year presentation.

 
3. PROPERTY AND EQUIPMENT

 
Property and equipment consists of the following at December 31, 2015 and 2014:
 

  2015   2014  
       
Computer software  $ 4,435  $ 3,000 
Computers, lab and demo equipment   166,646   166,646 
Furniture and fixtures   13,599   13,599 
Leasehold improvements   45,434   45,434 
   230,114   228,679 
Less accumulated depreciation and amortization   221,424   211,300 
         
  $ 8,690  $ 17,379 
 

See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 
4. NOTES PAYABLE

 
(a) Demand Notes Payable to Officers/Directors
 
The Company has outstanding demand notes payable (“Demand Notes”) with certain officers and directors of the Company and a
former officer of the Company of $268,360 at December 31, 2015 and 2014, including borrowings of $72,000 and $369,500 during
2015 and 2014, respectively. The Demand Notes accrue interest at rates ranging from 3.93% to 12.00%. The holders of the Demand
Notes may demand repayment at any time. During 2015 and 2014, the Company made repayments on these Demand Notes of
$72,000 and $407,756, respectively.
 
Interest expense incurred on the Demand Notes totaled $20,962 and $26,205 for the years ended December 31, 2015 and 2014,
respectively. Included in accrued expenses and other current liabilities is $70,424 and $40,432 of accrued interest payable on the
Demand Notes at December 31, 2015 and 2014, respectively.
 
(b) Promissory Note Payable
 
In February 2014, the Company borrowed $200,000 from an existing investor under the terms of a secured promissory note (“Note”).
The Note bears interest at a simple interest rate equal to 10% per annum and interest is payable quarterly. The Note, which matured in
March 2016, was extended and now matures in September 2016, may be prepaid at any time, and is secured by substantially all the
assets of the Company.
 
In connection with the Note issuance, the Company issued a warrant to the lender for the purchase of 100,000 shares of the
Company’s common stock at an exercise price of $1.00 per share. In order to account for the note and the warrant, the Company
allocated the proceeds between the note and the warrant on a relative fair value basis. As a result, the Company allocated $30,306 to
the warrant with the remainder of the proceeds allocated to the note. The warrant was recorded as a debt discount and additional paid-
in capital. The debt discount is being amortized to interest expense. In 2015, the warrant was cancelled and the remaining
unamortized debt discount of $18,545 was recognized into interest expense. For the years ended December 31, 2015 and 2014,
respectively, the Company recorded interest expense of $38,545 and $29,022 related to the Note, including non-cash interest expense
related to the amortization of the debt discount. Included in accrued expenses at December 31, 2015 and 2014 is $11,726 and $12,592,
respectively, of accrued interest payable on this note.
 

See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

NOTES PAYABLE (concluded)
 
(c) Credit Facility Payable
 
In August 2015, the Company entered into a Loan and Security Agreement (“Agreement”) with Business Credit Direct Corp., an
unrelated third party. Advances under the agreement are limited to 85% of eligible accounts receivable or $200,000 and bear interest
at a per annum rate equal to the greater of (a) the Prime Rate as published in the Wall Street Journal plus 5.5% or (b) 8.5%. The
December 31, 2015 rate was 8.5%. Advances under the agreement are supported by demand security promissory notes payable. The
agreement also requires payment of a Monthly Collateral Management Fee equal to 1.375% of the average balance, as defined. The
Loan Agreement expires in August 2016 and will automatically renew unless terminated by either party. All advances under the
agreement are immediately due and payable upon termination. Amounts advanced under the agreement are collateralized by
substantially all of the assets of the Company. The Company is subject to certain covenants as defined in the agreement. At
December 31, 2015, the balance of this loan is $199,886. Included in accrued expenses at December 31, 2015 is $4,598 of accrued
interest payable on the outstanding balance. Subsequent to year end the Company repaid this credit facility and cancelled the loan
agreement (Note 13).
 
(d) Loans Payable to Bionik Laboratories Corp.
 
In May 2015, the Company borrowed $150,000 from Bionik Laboratories Corp. (see Note 13). The loan bears interest at 6% per
annum and interest is payable semi-annually. The loan matures upon the earlier of May 2016 or any consolidation, merger,
combination, reorganization, acquisition, or other similar transaction as defined in the agreement. In the event a transaction is
consummated with the lender, the loan will be credited towards any consideration paid.
 
In August 2015, the Company borrowed an additional $150,000 from Bionik Laboratories Corp. The terms of the loan are
substantively equivalent to those of the May 2015 loan, except for the maturity date which is upon the earlier of July 2016 or any
consolidation, merger, combination, reorganization, acquisition or other similar transaction as defined in the agreement.
 
The Company recorded interest expense of $9,099 in the year ended December 31, 2015 related to both of these loans (Note 13).

 
See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 
5. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

 
Accrued expenses and other current liabilities consist of the following at December 31:
 
  2015   2014  
       
Accrued compensation  $ 279,995  $ 135,581 
Accrued interest   86,748   53,024 
Accrued other   163,759   165,304 
         
  $ 530,502  $ 353,909 
 
Deferred Officer Compensation
 
The Company’s Chairman of the Board was appointed Interim Chief Executive Officer from May 1, 2015 through August 31, 2015 in
exchange for monthly deferred compensation of $16,667. Effective September 1, 2015 the Chairman resigned this position and the
deferred compensation was reduced to $8,333.
 
The Company entered into a three year agreement with a consultant whereby the consultant is eligible for compensation, including
stock options, additional cash payments in the event of a capital transaction, and severance payments in the event of termination, in
exchange for executive consulting services. In accordance with the agreement, in July 2015 the consultant was hired as the Chief
Executive Officer and compensated at a rate of $18,000 per month, of which $12,000 is deferred and $6,000 is paid each month.
 
At December 31, 2015 total deferred officer compensation was $172,500. Deferred officer compensation was repaid April 21, 2016.
(Note 13).

 
6. STOCKHOLDERS’ EQUITY (DEFICIT)

 
The Company’s Articles of Incorporation, as amended, authorize 24,500,000 shares of common stock and 2,000,000 shares of Series
A redeemable, convertible preferred stock.
 
Redeemable, Convertible Preferred Stock
 
During 2009 and prior, the Company issued a total of 1,517,683 shares of Series A at a purchase price of $1.95 per share (the
“Original Purchase Price”). The Company incurred a total of $239,349 of offering expenses in connection with the Series A issuances
which were netted against the proceeds. The resulting discount to redemption value is being accreted through the first redemption
date, which, in November 2012, was extended to September 1, 2018. During each of the years ended December 31, 2015 and 2014,
the Company accreted $12,260 related to this discount.

 
See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

STOCKHOLDERS’ EQUITY (DEFICIT) (continued)
 
Redeemable, Convertible Preferred Stock (continued)
 
Significant terms of the Series A are as follows:

 
Voting Rights

 
The holders of each share of the Series A have the right to one vote for each share of common stock into which such Series A
preferred stock could convert.
 
Dividends
 
The holders of the Series A shall be entitled to receive, when and as declared by the Board of Directors, cumulative dividends
of 8% compounded annually. No dividends have been declared or paid by the Company as of December 31, 2015.
 
Redemption
 
The Company, anytime on or after September 1, 2018, at the written election of any such holder of the Series A, is obligated to
redeem the Series A in three equal annual installments. The redemption price per share will be the Original Purchase Price per
share, plus all accrued but unpaid dividends thereon. During the years ended December 31, 2015 and 2014, the Company
accreted dividends on the Series A of $379,339 and $351,239, respectively. Cumulative dividends accreted through December
31, 2015 on the Series A amount to $2,161,564.
 
The Company considers the Series A contingently redeemable as a result of the conversion feature and has therefore classified
the Series A as equity in the balance sheet.
 
Liquidation Preference
 
In the event of any liquidation, dissolution or winding up of the Company, the holders of Series A have preference in the
amount of the Original Purchase Price, plus all accrued but unpaid dividends thereon subject to certain limitations. If
insufficient assets and funds are available to permit payment to the Series A holders, then all available assets and funds shall be
distributed to the Series A holders on a pro rata basis.
 
Any remaining assets of the Company after the distributions described above would be distributed to the holders of the
common stock and preferred stock on an as-if converted basis, but not to exceed three times the Original Purchase Price.
 

See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 
STOCKHOLDERS’ EQUITY (DEFICIT) (concluded)
 
Redeemable, Convertible Preferred Stock (concluded)
 

Conversion Rights
 
Each share of Series A is convertible at any time at the option of the holder into one share of common stock, adjustable for
certain dilutive and other events as defined in the Company’s Amended Articles of Organization. Each share is mandatorily
convertible upon an initial public offering of at least $30,000,000 of gross proceeds or a public offering price per share equal to
or exceeding $8.00 per share of common stock. Additionally, each share is mandatorily convertible upon a 75% vote by the
Series A holders or when less than 25% of the original Series A remains outstanding.
 

Common Stock
 
During the years ended December 31, 2015 and 2014, the Company sold 100,000 and 650,000 shares, respectively, of common stock
at a purchase price of $1.00 per share for gross proceeds of $100,000 and $650,000, respectively.
 
The holders of common stock are entitled to one vote for each share held with respect to all matters voted by the stockholders of the
Company. (See Note 13).

 
7. STOCK OPTION PLAN

 
The Company maintains a Stock Option Plan (the “Plan”). The Plan provides for the grant of nonqualified stock options to the
Company’s employees, officers, directors and consultants to purchase up to 4,156,667 shares of its common stock. Generally, options
under the Plan expire within ten years from the grant date. Vesting is at the discretion of the Board of Directors.
 
The following assumptions were used to estimate the fair value of stock options granted:
 

  2015   2014  
       

Dividend yield   0.00%  0.00%
Risk-free interest rate   1.48% - 1.71%  1.71%
Expected term   4.5 - 5.5 years   5.3 years 
Volatility   52%  52%
 

See independent auditors’ report.
 

 17  



 

 

Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

STOCK OPTION PLAN (continued)
 
Due to its limited operating history and limited number of sales of its common stock, the Company estimates the volatility of its stock
in consideration of a number of factors including the volatility of comparable public companies. The expected term of a stock option
is the estimated period the options are expected to be outstanding and is calculated based upon an average of the vesting period and
the contractual term of the option. The assumed dividend yield is based upon the Company’s expectation of not paying dividends in
the foreseeable future. The risk-free interest rate for periods within the expected life of the option is based upon the U.S. Treasury
yield curve in effect at the time of grant. The estimated forfeiture rate was zero for options granted in 2015 and 2014, based on
historical forfeiture information and vesting terms.
 
A summary of option activity is as follows:
 
        Weighted  
        Average  
     Weighted   Remaining  
     Average   Contractual  
  Number of   Exercise   Term  
  Shares   Price   (Years)  
          
Options outstanding at December 31, 2014   2,099,667  $ 0.94   8.5 
             
Granted   2,097,000   0.27     
Exercised   -   -     
Cancelled/forfeited   (301,667)   1.00     
             
Options outstanding at December 31, 2015   3,895,000  $ 0.57   8.6 
             
Options exercisable at December 31, 2015   2,332,500  $ 0.79   8.0 
 
The Company granted 1,175,000 options in 2014, which included 300,000 options issued to Directors of the Company in
consideration of past services. The grant date fair value of these options of $143,000 offset the 2013 accrued board compensation
liability and no gain or loss was recorded upon issuance in 2014. The remaining options granted in 2014 were to employees and had a
grant date fair value of $387,660, and a weighted average fair value of $0.45 per share.
 

See independent auditors’ report.
 

 18  



 

 

Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 

STOCK OPTION PLAN (concluded)
 
In 2015, 2,097,000 options were granted. These options were issued to two consultants, one of whom became the Chief Executive
Officer, and had an aggregate grant date fair value of $1,639,045 ($0.78 per share).  There is $1,214,145 of unrecognized stock
compensation expense as of December 31, 2015. Subsequent to year end, all outstanding options on the transaction date were
assumed by Bionik Laboratories Corp. and will be replaced with options to purchase 3,000,000 shares of Bionik Laboratories Corp.’s
common stock at varying prices (see Note 13).

 
8. Income taxes

 
There was no provision for income taxes in 2015 or 2014 due to the Company’s operating losses and a full valuation allowance on
deferred tax assets.
 
Significant components of the Company’s deferred tax asset are as follows:
 
  2015   2014  
Deferred tax assets:         

Net operating losses  $ 2,370,000  $ 1,994,000 
Research credits   116,000   116,000 
Share-based compensation   230,000   228,000 
Accrued expenses   164,000   72,000 
Other   61,000   14,000 

Gross deferred tax assets   2,941,000   2,424,000 
         

Valuation allowance   (2,941,000)   (2,424,000)
         

Net deferred tax assets  $ -  $ - 
 
The Company has provided a valuation allowance against deferred tax assets, since it has a history of losses. The Company increased
the valuation allowance by $517,000 and $383,000 during the years ended December 31, 2015 and 2014, respectively. Management
currently believes that it is more likely than not that the deferred tax assets relating to the loss carryforwards and other temporary
differences will not be realized in the future. Deferred tax liabilities are immaterial to the financial statements.
 
The Company has net operating loss carryforwards to offset future federal and state taxable income of approximately $6,050,000 and
$5,216,000, respectively, which expire in varying amounts beginning in 2028. Changes in ownership may limit the availability of
such losses to reduce taxable income in a given year.
 

See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 
9. ROYALTY AGREEMENT

 
In April 2012, the Company entered into a Patent License Agreement with an unrelated third party (the “Licensee”). Under the terms
of the perpetual license agreement, the Company will receive royalties from the Licensee based on a licensed product sold by the
Licensee.  There was no royalty income in 2015 or 2014 under the terms of this agreement.

 
10. LICENSING AGREEMENTS

 
The Company maintains a licensing agreement with the Massachusetts Institute of Technology (“MIT”) for exclusive rights to utilize
certain of MIT’s patented technology. The patent expires in November 2024. The agreement provides the Company with the option
to sublicense the rights under the agreement. Under the terms of the agreement, as amended, royalties are payable to MIT based on
3% of certain domestic product sales and 1.5% of certain international product sales, as defined, and 50% of all sublicense income.
 
The Company recognized $10,886 and $8,658 of royalty expense under this agreement during the years ended December 31, 2015
and 2014, respectively, which is included in cost of revenue. At December 31, 2015 and 2014, the Company had accrued royalty and
related amounts payable to MIT of $49,774 and $45,494, respectively. Two of the Company’s directors are employees of MIT.
 
The Company maintains a second licensing agreement with one of its directors and an unrelated third party for exclusive rights to
utilize certain patented technology. The Company has exclusive rights to the patents and related applications, as defined, until
expiration in May 2027. The agreement provides the Company with the option to sublicense the rights under the agreement. Under
the terms of the agreement, royalties are payable to the patent holders based on 1% of net sales, as defined, and 50% of all sublicense
income. There have been no sales under this agreement through December 31, 2015.

 
11. RETIREMENT PLAN

 
The Company maintains a savings and retirement plan which is intended to qualify under Section 401(k) of the Internal Revenue
Code. The plan provides for voluntary contributions by participating employees, subject to certain limitations. The Company may
match a portion of the employees’ voluntary contributions. The Company’s expense under the Plan amounted to $6,185 and $3,256
for the years ended December 31, 2015 and 2014, respectively.

 
See independent auditors’ report.
 

 20  



 

 

Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Continued)
 
12. COMMITMENTS AND CONTINGENCIES

 
Office Space Lease
 
The Company has a commercial lease for 9,300 square feet of space in Watertown, Massachusetts. The lease, as amended, expires in
December 2016 and requires minimum monthly lease payments of $11,000 from January to December 2016.
 
Rent expense for the years ended December 31, 2015 and 2014, was $114,872 and $106,872, respectively.
 
Legal Proceedings
 
The Company is, from time to time, subject to legal proceedings and claims arising in the normal course of business. Management, in
consultation with legal counsel, believes that final disposition of any such matters will not have a material adverse effect on the
Company’s financial position or results of operations.

 
13. SUBSEQUENT EVENTS

 
Management has evaluated subsequent events through May 9, 2016, which is the date the financial statements were available to be
issued. Other than the disclosure items noted below, there were no subsequent events that require adjustment to or disclosure in the
financial statements.
 
Option Grants
 
Subsequent to year end, the Company granted an aggregate of 212,500 stock options to employees of the Company with an exercise
price of $0.25 per share and subject to various vesting provisions.
 
Demand Notes Payable to Officers/Directors
 
Subsequent to year end, the Company borrowed an additional $67,000 from several officers/directors of the Company under terms
similar to the existing demand notes payable. On April 21, 2016 these notes payable were repaid.
 

See independent auditors’ report.
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Interactive Motion Technologies, Inc.
 

Notes to Financial Statements (Concluded)
 
SUBSEQUENT EVENTS (concluded)
 
Amendment to Articles of Incorporation
 
On February 5, 2016 the Company amended its Articles of Incorporation related to the distribution of remaining assets. The
amendment states that after the distribution to the holders of the Series A preferred stock, including accrued but unpaid dividends, any
remaining assets shall be distributed among the holders of the outstanding common stock on a pro rata basis.
 
Plan of Merger
 
On April 21, 2016 an Agreement and Plan of Merger became effective with Bionik Laboratories Corp. (“Bionik). All of the common
shares of the Company were purchased through a transaction where Bionik Mergerco Inc., a Massachusetts corporation and a wholly
owned subsidiary of Bionik (“Merger Subsidiary”), providing for the merger (“Merger”) of Merger Subsidiary with and into the
Company, with the Company surviving the Merger as a wholly-owned subsidiary of Bionik.
 
Subject to the indemnification and escrow arrangements described in the Merger Agreement, Bionik will issue (or reserve for
issuance) an aggregate of 23,650,000 shares of its Common Stock in exchange for all shares of the Company’s Common Stock and
Preferred Stock outstanding immediately prior to the effective time (other than shares (i) held in treasury or (ii) held by persons who
properly exercise appraisal rights under Massachusetts law).
 
Bionik will also assume each of the 3,895,000 options to acquire the Company Common Stock granted under its equity incentive plan
or otherwise issued by the Company. These options will represent the right to purchase an aggregate of 3,000,000 shares of Bionik
Common Stock, of which 1,000,000 will have an exercise price of $0.25, 1,000,000 will have an exercise price of $0.95 and
1,000,000 will have an exercise price of $1.05.
 
During review and due diligence of the Company prior to the execution of the Merger Agreement, Bionik loaned an aggregate of
$300,000 to the Company (Note 4(d)), which loans were secured by certain of the Company’s assets. On March 7, 2016, Bionik
loaned an additional $68,750 to the Company to fund certain of its expenses in contemplation of the closing of the Merger. The loans
mature upon the earlier to occur of (a) the termination date of the Merger Agreement and (b) the effective date of the Merger. Interest
and security are consistent with the terms of the previous loans as disclosed in Note 4. After closing of the transaction these loans will
become inter-company payables.
 
Bionik also advanced the Company $80,000 for closing costs and funded $900,000 to pay outstanding liabilities immediately
following the April 21, 2016 close of this transaction.

 
See independent auditors’ report.
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Interactive Motion Technologies, Inc.
Condensed Interim Balance Sheets
As at March 31, 2016 and December 31, 2015
(Amounts expressed in US Dollars)`

 
       
  2016  2015 
  $  $ 
Assets         
Current         
Cash and cash equivalents   9,786   17,672 
Accounts receivable, net (Note 2)   27,177   430,935 
Inventories (Note 2)   169,325   138,156 
Prepaid expenses and other current assets   22,615   32,522 
Total Current Assets   228,903   619,285 
Property and Equipment, net (Note 3)   6,281   8,690 
Other Assets   4,284   3,864 
Total Assets   239,468   631,839 
         
Liabilities and Shareholders’ Equity (Deficiency)         
Current         
Accounts payable (Note 9)   606,620   604,451 
Accrued liabilities (Notes 4 and 5)   634,719   530,502 
Customer deposits   86,487   188,187 
Demand notes payable (Note 4a)   345,359   268,360 
Promissory notes payable (Note 4b)   200,000   200,000 
Credit facility payable (Note 4c)   21,495   199,886 
Loans payable (Note 4d)   368,750   300,000 
Short term advances (Note 4e)   105,124   - 
Total Liabilities   2,368,554   2,291,386 
Shareholders’ Deficiency         
Series A redeemable, convertible Preferred Stock, par value $0.001; Authorized – 2,000,000;
Issued and outstanding – 1,517,683 (preference in liquidation of $5,121,045 at December 31,
2015) (Note 6)   5,192,838   5,087,352 
Common Shares, par value $0.001; Authorized - 24,500,000, Issued and outstanding – 15,648,068
at March 31, 2016 and 2015 (Note 6)   15,648   15,648 
Additional paid-in capital   1,913,318   1,874,393 
Deficit   (9,250,890)   (8,636,940)
Total Shareholders’ Deficiency   (2,129,086)   (1,659,547)
Total Liabilities and Shareholders’ Equity (Deficiency)   239,468   631,839 

 
Commitments and Contingencies (Note 11)

 
Subsequent events (Note 12)

 
The accompanying notes are an integral part of these condensed interim financial statements
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Interactive Motion Technologies, Inc.
Condensed Interim Statements of Operations and Comprehensive Loss
Three months ended March 31, 2016 and 2015
(Amounts expressed in U.S. Dollars)

 
       
  2016  2015 
  $  $ 
       
       
Revenue   119,341   205,399 
Cost of Revenue  (Note 9)   131,640   179,317 
Gross Profit   (12,299)   26,082 
         
Operating expenses         
Research and development   66,569   95,049 
Sales and marketing   63,908   48,081 
General and administration (Note 3)   450,394   239,970 
Total operating expenses   580,871   383,100 
         
Other expenses         
Interest expense (Note 4)   19,832   10,812 
State taxes   948   2,369 
Total other expenses   20,780   13,181 
         
         
Net loss and comprehensive loss for the period   (613,950)   (370,199)

 
The accompanying notes are an integral part of these condensed interim financial statements
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Interactive Motion Technologies, Inc.
Condensed Interim Statements of Changes in Shareholders’ Equity (Deficiency)
(Amounts expressed in US Dollars)
 

 

  

Series A Redeemable
Convertible

Preferred Stock

 

  Common Stock   
Additional 

Paid In            
  Shares   Amount    Shares   Amount   Capital     Deficit     Total  

     $      $  $    $    $ 
Balance, December 31, 2014   1,517,683   4,695,753    15,428,068   15,428   1,741,312     (7,486,159)     (1,033,666)
Accretion of Series A redeemable preferred
stock issuance costs (Note 6)   -   12,260

 
   -   -   (12,260)     -     - 

Accretion of Series A redeemable preferred
stock dividends (Note 6)   -   379,339

 
   -   -   (379,339)     -     - 

Fair value of options granted   -   -    -   -   13,358     -     13,358 
Share-based compensation expense (Note 7)   -   -    -   -   411,542     -     411,542 
Sale of common stock (Note 6)   -   -    100,000   100   99,900     -             100,000 
Exercise of stock options   -   -    120,000   120   (120)     -     - 
Net loss    -   -    -   -   -     (1,150,781)     (1,150,781) 
Balance, December 31, 2015   1,517,683   5,087,352    15,648,068   15,648   1,874,393     (8,636,940)     (1,659,547) 
Accretion of Series A redeemable preferred
stock issuance costs (Note 6)    -   3,065

 
   -   -   (3,065)     -     - 

Accretion of Series A redeemable preferred
stock dividends (Note 6)   -   102,421

 
   -   -   (102,421)     -     - 

Fair value of options issued (Note 7)   -   -    -   -   144,411     -     144,411 
Net loss    -   -    -   -   -     (613,950)     (613,950) 
Balance, March 31, 2016   1,517,683   5,192,838    15,648,068   15,648   1,913,318     (9,250,890)     (2,129,086) 

 
The accompanying notes are an integral part of these condensed interim financial statements
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Interactive Motion Technologies, Inc.
Condensed Interim Statements of Cash Flows
Three months ended March 31, 2016 and 2015
(Amounts expressed in U.S. Dollars)

 
  2016  2015 
  $  $ 
Operating activities         
Net loss for the period   (613,950)   (370,199)
Adjustment for items not affecting cash         

Depreciation of property and equipment   2,409   2,625 
Fair value of options issued   144,411   11,934 

   (467,130)   (355,640)
Changes in non-cash working capital items         

Accounts receivable   403,758   (126,850)
Inventories   (31,169)   (29,100)
Prepaid expenses and other assets   9,487   (4,138)
Accounts payable   107,296   109,554 
Accrued liabilities   104,217   (7,282)
Customer deposits   (101,700)   385,212 

Net cash provided by (used in) operating activities   24,759   (28,244)
Financing activities         

Proceeds from issuance of shares   -   100,000 
Proceeds from loan to Bionik Laboratories Corp.   68,750   - 
Repayment of credit facility payable   (178,395)   - 
Proceeds from demand notes payable to officers / directors   77,000   - 

Net cash (used in) provided by financing activities   (32,645)   100,000 
Net increase in cash and cash equivalents for the year/period   (7,886)   71,756 
Cash and cash equivalents, beginning of period   17,672   2,054 
Cash and cash equivalents, end of period   9,786   73,810 

 
The accompanying notes are an integral part of these condensed interim financial statements
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Interactive Motion Technologies, Inc.
Condensed Interim Statements of Cash Flows
Three months ended March 31, 2016 and 2015
(Amounts expressed in U.S. Dollars)

 
  2016   2015  
Supplemental disclosure of cash flow information and non-cash transactions:         
         

Cash paid for interest  $ -  $ - 
         

Accretion of dividends on Series A redeemable preferred stock  $ 102,421  $ 94,836 
         

Accretion of Series A redeemable preferred stock issuance costs  $ 3,065  $ 3,065 
         

Fair value of options granted for settlement of liabilities  $ 13,877  $ 11,934 
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 
1. NATURE OF OPERATIONS

 
Interactive Motion Technologies, Inc. (“IMT” or the “Company”) was incorporated on March 24, 1998 under the laws of the
Commonwealth of Massachusetts.
 
IMT is a medical device company focused on the design, development, manufacturing and marketing of novel robotics and interactive
programming utilized by professionals in the healthcare industry to assist patients in the recovery of stroke and other neurological
illnesses. IMT utilizes medical robotics technology exclusively licensed from third parties (see Note 9).
 
These unaudited condensed interim financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (“US GAAP”), which contemplates continuation of the Company as a going concern, and
assumes the realization of assets and satisfaction of liabilities and commitments in the normal course of business.
 
Unaudited Condensed Interim Financial Statements
 
These unaudited condensed interim financial statements have been prepared on the same basis as the annual audited financial
statements and should be read in conjunction with those annual audited financial statements for the year ended December 31, 2015. In
the opinion of management, these unaudited condensed interim financial statements reflect adjustments necessary to present fairly the
Company’s financial position, results of operations and cash flows for the periods shown. The results for such periods are not
necessarily indicative of the results expected for the full year or for any future period.

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

 
Foreign Currency Translation
 
The Company’s functional and reporting currency is United States Dollars. Monetary assets and liabilities denominated in foreign
currencies are translated in accordance with ASC Topic – 830, “Foreign Currency Translation”, using the exchange rate prevailing at
the balance sheet date. Gains and losses on settlement of foreign currency denominated transactions or balances are included in the
condensed interim statements of operations and comprehensive loss.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Accounts Receivable
 
The Company carries its accounts receivable at the invoiced amount, net of an allowance for doubtful accounts. The allowance for
doubtful accounts is management’s best estimate of probable losses incurred. The Company establishes an allowance for doubtful
accounts by assessing its past collection history as well as general economic and credit conditions. The allowance for doubtful
accounts as of March 31, 2016 is $Nil (December 31, 2015: $38,600).
 
Inventory
 
Inventory is stated at the lower of cost or market. Cost is recorded at standard cost, which approximates actual cost, on the first-in
first-out cost basis. Work in process and finished goods consist of materials, labor and allocated overhead. Inventory consists of the
following at March 31, 2016 and December 31, 2015:
 
  2016   2015  
       
Raw materials, net  $ 169,325  $ 101,723 
Work in process   -   36,433 
Finished goods   -   - 
  $ 169,325  $ 138,156 
 
At March 31, 2016 and December 31, 2015, the Company had a reserve of $69,059 against raw materials inventory as a result of
changes in product technology.   
 
Warranty Reserve and Deferred Warranty Revenue
 
The Company provides a one-year warranty as part of its normal sales offering. When products are sold, the Company provides
warranty reserves, which, based on the historical experience of the Company are sufficient to cover warranty claims. Accrued
warranty reserves are included in accrued liabilities on the balance sheet and amount to $49,378 and $39,328, respectively, at March
31, 2016 and December 31, 2015. As at March 31, 2016 and December 31, 2015, $99,936 and $88,416, respectively, have been
included in accrued liabilities related to deferred warranty revenue on extended warranties sold. The Company sells extended
warranties for additional periods beyond the standard warranty. Extended warranty revenue is deferred and recognized as revenue
over the extended warranty period.
 
The Company recognized $10,050 and $1,905 of expense in cost of revenue related to the change in warranty reserves and warranty
costs incurred during the three-month period ended March 31, 2016 and 2015, respectively.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Fair Value of Financial Instruments
 
The carrying amounts reported in the balance sheet for accounts receivable, accounts payable, and accrued liabilities approximate fair
value based on the short-term nature of these instruments. The carrying value of demand notes payable, promissory notes payable,
credit facilities payable and loans payable approximates its fair value based upon existing terms and current market conditions.
 
Recently Issued Accounting Pronouncements
 
In November 2015, the FASB issued ASU No. 2015-17, “Balance Sheet Classification of Deferred Taxes,” which requires that
deferred tax liabilities and assets be classified in our balance sheets as noncurrent based on an analysis of each taxpaying component
within a jurisdiction. ASU No. 2015-17 is effective for the fiscal year commencing on January 1, 2017. The Company does not
anticipate that the adoption of ASU No. 2015-17 will have a material effect on the financial position or the results of operations.
 
In March 2016, the FASB issued ASU 2016-09, “Compensation – Stock Compensation: Improvements to Employee Share-Based
Payment Accounting”. Several aspects of the accounting for share-based payment award transactions are simplified, including (a)
income tax consequences; (b) classification of awards as either equity or liabilities; and (c) classification on the statement of cash
flows. The amendments are effective for annual periods beginning after December 15, 2016, and interim periods within those annual
periods. The Company is still assessing the impact that the adoption of ASU 2016-09 will have on the financial position and the
results of operations.
 
In February 2016, the FASB issued ASU 2016-02, Leases. This update requires organizations that lease assets to recognize on the
balance sheet the assets and liabilities for the rights and obligations created by those leases. The new guidance will also require
additional disclosure about the amount, timing and uncertainty of cash flows arising from leases. The provision of this update are
effective for annual and interim periods beginning after December 15, 2018. The Company is still assessing the impact that the
adoption of ASU 2016-02 will have on the financial position and results of operations.
 
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, a new standard on revenue recognition. The
new standard will supersede existing revenue recognition guidance and apply to all entities that enter into contracts to provide goods
or services to customers. The guidance also addresses the measurement and recognition of gains and losses on the sale of certain non-
financial assets, such as real estate, property and equipment. The new standard will become effective for annual periods beginning
after December 15, 2017, including interim periods within that reporting period. The Company is still assessing the impact that the
adoption of ASU 2014-09 will have on the financial position and results of operations.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
 
Reclassifications
 
Certain amounts in prior year financial statements are reclassified when necessary to conform to the current year presentation.

 
3. PROPERTY AND EQUIPMENT

 
Property and equipment consists of the following at March 31, 2016 and December 31, 2015:
 

  2016   2015  
       
Computer software  $ 4,435  $ 4,435 
Computers, lab and demo equipment   166,646   166,646 
Furniture and fixtures   13,599   13,599 
Leasehold improvements   45,434   45,434 
   230,114   230,114 
Less accumulated depreciation and amortization   223,833   221,424 
         
  $ 6,281  $ 8,690 
 
Depreciation expense during the three month period ended March 31, 2016, was $2,409 (March 31, 2015 - $2,625) and included in
general and administration expense.

 
4. NOTES PAYABLE

 
(a) Demand Notes Payable
 
The Company has outstanding demand notes payable (“Demand Notes”) with certain officers and directors of the Company and a
former officer of the Company of $345,359 and $268,360 at March 31, 2016 and December 31, 2015, including borrowings of
$77,000 and $72,000 during the three months ended March 31, 2016 and year ended December 31, 2015, respectively. The Demand
Notes accrue interest at rates ranging from 3.93% to 12.00%. The holders of the Demand Notes may demand repayment at any time.
During the three months ended March 31, 2016 and year ended December 31, 2015, the Company made repayments on these
Demand Notes of $nil and $72,000.
 
Interest expense incurred on the Demand Notes totaled $6,248 and $5,022 for the three months ended March 31, 2016 and 2015,
respectively. Included in accrued liabilities is $67,304 and $70,424 of accrued interest payable on the Demand Notes at March 31,
2016 and December 31, 2015, respectively.
 
On April 21, 2016, these demand notes payable were repaid.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 
4. NOTES PAYABLE (continued)

 
(b) Promissory Note Payable
 
In February 2014, the Company borrowed $200,000 from an existing investor under the terms of a secured promissory note (“Note”).
The Note bears interest at a simple interest rate equal to 10% per annum and interest is payable quarterly. The Note, which matured in
March 2016, was extended and now matures in September 2016, may be prepaid at any time, and is secured by substantially all the
assets of the Company.
 
In connection with the Note issuance, the Company issued warrants to the lender for the purchase of 100,000 shares of the
Company’s common stock at an exercise price of $1.00 per share. In order to account for the note and the warrant, the Company
allocated the proceeds between the note and the warrant on a relative fair value basis. As a result, the Company allocated $30,306 to
the warrant with the remainder of the proceeds allocated to the note. The warrant was recorded as a debt discount and additional
paid-in capital. The debt discount is being amortized to interest expense. In September 2015, the warrant was cancelled and the
remaining unamortized debt discount of $18,545 was recognized into interest expense. For the three months ended March 31, 2016
and 2015, respectively, the Company recorded interest expense of $4,986 and $4,931 related to the Note, including non-cash interest
expense related to the amortization of the debt discount. Included in accrued expenses at March 31, 2016 and December 31, 2015 is
$16,712 and $11,726, respectively, of accrued interest payable on this note.
 
(c) Credit Facility Payable
 
In August 2015, the Company entered into a Loan and Security Agreement (“Agreement”) with Business Credit Direct Corp., an
unrelated third party. Advances under the agreement are limited to 85% of eligible accounts receivable or $200,000 and bear interest
at a per annum rate equal to the greater of (a) the Prime Rate as published in the Wall Street Journal plus 5.5% or (b) 8.5%. Advances
under the agreement are supported by demand security promissory notes payable. The Agreement also requires payment of a Monthly
Collateral Management Fee equal to 1.375% of the average balance, as defined. The Loan Agreement expires in August 2016 and
will automatically renew unless terminated by either party. All advances under the agreement are immediately due and payable upon
termination. Amounts advanced under the agreement are collateralized by substantially all of the assets of the Company. The
Company is subject to certain covenants as defined in the agreement. At March 31, 2016, the balance of this loan is $21,495
(December 31, 2015: $199,886). Included in accrued liabilities at March 31, 2016 is $3,531 (December 31, 2015: $4,598) of accrued
interest payable on the outstanding balance. At April 21, 2016 the Company repaid this credit facility and cancelled the loan
agreement.
 

 12



 

 

Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 

NOTES PAYABLE (continued)
 
(d) Loans Payable
 
In May 2015, the Company borrowed $150,000 from Bionik Laboratories Corp. The loan bears interest at 6% per annum and interest
is payable semi-annually. The loan matures upon the earlier of May 2016 or any consolidation, merger, combination, reorganization,
acquisition, or other similar transaction as defined in the agreement. In the event a transaction is consummated with the lender, the
loan will be credited towards any consideration paid.
 
In August 2015 and March 2016, the Company borrowed an additional $150,000 and $68,750, respectively, from Bionik Laboratories
Corp. The terms of the loans are substantively equivalent to those of the May 2015 loan, except for the maturity date which is upon
the earlier of July 2016 or any consolidation, merger, combination, reorganization, acquisition or other similar transaction as defined
in the agreement.
 
The Company recorded interest expense of $4,488 for the three months ended March 31, 2016 related to both of these loans. Included
in accrued liabilities at March 31, 2016 is $13,858 of accrued interest on the outstanding balance.
 
(e) Short term advances
 
During the three months ended March 31, 2016, the Company received $105,124 from Bionik Laboratories Corp. in short term
advances for costs related to the Merger (Note 12).
 

5. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
 
Accrued expenses and other current liabilities consist of the following at March 31, 2016 and December 31, 2015:
 
  2016   2015  
Accrued compensation  $ 347,376  $ 279,995 
Accrued interest   101,405   86,748 
Deferred revenue   99,936   88,416 
Accrued warranty reserve   49,378   39,328 
Accrued other   36,624   36,015 
         
  $ 634,719  $ 530,502 
 

 13



 

 

Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 

ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES (continued)
 
Deferred Officer Compensation
 
The Company’s Chairman of the Board was appointed Interim Chief Executive Officer from May 1, 2015 through August 31, 2015 in
exchange for monthly deferred compensation of $16,667. Effective September 1, 2015 the Chairman resigned this position and the
deferred compensation was reduced to $8,333.
 
The Company entered into a three year agreement with a consultant whereby the consultant is eligible for compensation, including
stock options, additional cash payments in the event of a capital transaction, and severance payments in the event of termination, in
exchange for executive consulting services. In accordance with the agreement, in July 2015 the consultant was hired as the Chief
Executive Officer and compensated at a rate of $18,000 per month, of which $12,000 is deferred and $6,000 is paid each month.
 
At March 31, 2016 total deferred officer compensation included in accrued liabilities was $233,499 (December 31, 2015: $172,500).
Deferred officer compensation was paid April 21, 2016.  

 
6. STOCKHOLDERS’ DEFICIENCY

 
The Company’s Articles of Incorporation, as amended, authorize 24,500,000 shares of common stock and 2,000,000 shares of Series
A redeemable, convertible preferred stock.
 
Redeemable, Convertible Preferred Stock

 
During 2009 and prior, the Company issued a total of 1,517,683 shares of Series A at a purchase price of $1.95 per share (the
“Original Purchase Price”). The Company incurred a total of $239,349 of offering expenses in connection with the Series A issuances
which were netted against the proceeds. The resulting discount to redemption value is being accreted through the first redemption
date, which, in November 2012, was extended to September 1, 2018. During each of the three months ended March 31, 2016 and year
ended December 31, 2015, the Company accreted $3,065 and $12,260 related to this discount.
 
Significant terms of the Series A are as follows:

 
Voting Rights

 
The holders of each share of the Series A have the right to one vote for each share of common stock into which such Series A
preferred stock could convert.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015

 
STOCKHOLDERS’ DEFICIENCY (continued)
 
Redeemable, Convertible Preferred Stock (continued)
 

Dividends
 
The holders of the Series A shall be entitled to receive, when and as declared by the Board of Directors, cumulative dividends
of 8% compounded annually. No dividends have been declared or paid by the Company as of March 31, 2016.
 
Redemption
 
The Company, anytime on or after September 1, 2018, at the written election of any such holder of the Series A, is obligated to
redeem the Series A in three equal annual installments. The redemption price per share will be the Original Purchase Price per
share, plus all accrued but unpaid dividends thereon. During the three months ended March 31, 2016 and the year ended
December 31, 2015, the Company accreted dividends on the Series A of $102,421 and $379,339, respectively. Cumulative
dividends accreted through March 31, 2016 on the Series A amount to $2,263,985.
 
The Company considers the Series A contingently redeemable as a result of the conversion feature and has therefore classified
the Series A as equity in the condensed interim balance sheet.
 
Liquidation Preference
 
In the event of any liquidation, dissolution or winding up of the Company, the holders of Series A have preference in the
amount of the Original Purchase Price, plus all accrued but unpaid dividends thereon subject to certain limitations. If
insufficient assets and funds are available to permit payment to the Series A holders, then all available assets and funds shall be
distributed to the Series A holders on a pro rata basis.
 
Any remaining assets of the Company after the distributions described above would be distributed to the holders of the
common stock and preferred stock on an as-if converted basis, but not to exceed three times the Original Purchase Price.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015

 
STOCKHOLDERS’ DEFUCUENCY (continued)
 
Redeemable, Convertible Preferred Stock (continued)

 
Conversion Rights
 
Each share of Series A is convertible at any time at the option of the holder into one share of common stock, adjustable for
certain dilutive and other events as defined in the Company’s Amended Articles of Organization. Each share is mandatorily
convertible upon an initial public offering of at least $30,000,000 of gross proceeds or a public offering price per share equal to
or exceeding $8.00 per share of common stock. Additionally, each share is mandatorily convertible upon a 75% vote by the
Series A holders or when less than 25% of the original Series A remains outstanding.
 

Common Stock
 
The holders of common stock are entitled to one vote for each share held with respect to all matters voted by the stockholders of the
Company.
 
During the year ended December 31, 2015, the Company issued 120,000 shares on exercise of 120,000 options for nominal gross
proceeds.

 
7. STOCK OPTION PLAN

 
The Company maintains a Stock Option Plan (the “Plan”). The Plan provides for the grant of  stock options to the Company’s
employees, officers, directors and consultants to purchase up to 4,156,667 shares of its common stock. Generally, options under the
Plan expire within ten years from the grant date. Vesting is at the discretion of the Board of Directors.
 
The following assumptions were used to estimate the fair value of stock options granted:
 
  2016   2015  
Dividend yield   0.00%  0.00%
Risk-free interest rate   1.48%  1.48% - 1.71%
Expected term   10   4.5 - 5.5 years 
Volatility   52%  52%
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 

STOCK OPTION PLAN (continued)
 
Due to its limited operating history and limited number of sales of its common stock, the Company estimates the volatility of its stock
in consideration of a number of factors including the volatility of comparable public companies. The expected term of a stock option
is the estimated period the options are expected to be outstanding and is calculated based upon an average of the vesting period and
the contractual term of the option. The assumed dividend yield is based upon the Company’s expectation of not paying dividends in
the foreseeable future. The risk-free interest rate for periods within the expected life of the option is based upon the U.S. Treasury
yield curve in effect at the time of grant. The estimated forfeiture rate was zero for options granted in 2016 and 2015, based on
historical forfeiture information and vesting terms.
 
A summary of option activity is as follows:
 
        Weighted  
        Average  
     Weighted   Remaining  
     Average   Contractual  
  Number of   Exercise   Life  
  Shares   Price   (Years)  
Options outstanding at December 31, 2015   3,775,000  $ 0.57   8.6 
Granted   212,500   0.25     
Exercised   -   -     
Cancelled/forfeited /adjustments   (90,000)   -     
             
Options outstanding at March 31, 2016   3,897,500  $ 0.57   8.4 
             
Options exercisable at March 31, 2016   2,307,917  $ 0.78   8.2 
 
In 2016, 212,500 options were granted with a grant date fair value of $179,138. In 2015, 2,097,000 options were granted. These
options were issued to two consultants, one of whom became the Chief Executive Officer, and had an aggregate grant date fair value
of $1,639,045 ($0.78 per share).  For the three month period ended March 31, 2016, the Company recorded $144,411 (March 31,
2015 - $11,934) in share-based compensation related to the vesting of stock options. There is $1,268,747 of unrecognized stock
compensation expense as of March 31, 2016. Subsequent to period end, all outstanding options on the transaction date were assumed
by Bionik Laboratories Corp. and will be replaced with options to purchase 3,000,000 shares of Bionik Laboratories Corp.’s common
stock at varying prices (see Note 12).
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 
8. ROYALTY AGREEMENT

 
In April 2012, the Company entered into a Patent License Agreement with an unrelated third party (the “Licensee”). Under the terms
of the perpetual license agreement, the Company will receive royalties from the Licensee based on a licensed product sold by the
Licensee.  There was no royalty income in 2016 or 2015 under the terms of this agreement.
 

9. LICENSING AGREEMENTS
 
The Company maintains a licensing agreement with the Massachusetts Institute of Technology (“MIT”) for exclusive rights to utilize
certain of MIT’s patented technology. The patent expires in November 2024. The agreement provides the Company with the option
to sublicense the rights under the agreement. Under the terms of the agreement, as amended, royalties are payable to MIT based on
3% of certain domestic product sales and 1.5% of certain international product sales, as defined, and 50% of all sublicense income.
 
The Company recognized $2,535 and $nil of royalty expense under this agreement during the three months ended March 31, 2016
and 2015, respectively, which is included in cost of revenue. At March 31, 2016 and December 31, 2015, the Company had accrued
royalty and related amounts payable to MIT of $47,308 and $49,774, respectively included in accounts payable. Two of the
Company’s directors are employees of MIT.
 
The Company maintains a second licensing agreement with one of its directors and an unrelated third party for exclusive rights to
utilize certain patented technology. The Company has exclusive rights to the patents and related applications, as defined, until
expiration in May 2027. The agreement provides the Company with the option to sublicense the rights under the agreement. Under
the terms of the agreement, royalties are payable to the patent holders based on 1% of net sales, as defined, and 50% of all sublicense
income. There have been no sales under this agreement through March 31, 2016.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 
10. RETIREMENT PLAN

 
The Company maintains a savings and retirement plan (the “Plan”) which is intended to qualify under Section 401(k) of the Internal
Revenue Code. The plan provides for voluntary contributions by participating employees, subject to certain limitations. The Company
may match a portion of the employees’ voluntary contributions. The Company’s expense under the Plan amounted to $350 and $nil
for the three months ended March 31, 2016 and 2015, respectively.

 
11. COMMITMENTS AND CONTINGENCIES

 
Office Space Lease
 
The Company has a commercial lease for 9,300 square feet of space in Watertown, Massachusetts. The lease, as amended, expires in
December 2016 and requires minimum monthly lease payments of $11,000 from January to December 2016.
 
Rent expense for the three months ended March 31, 2016 and 2015, was $33,000 and $26,718, respectively and included in general
and administration expense on the condensed interim statement of operations and comprehensive loss.
 
Legal Proceedings
 
The Company is, from time to time, subject to legal proceedings and claims arising in the normal course of business. Management, in
consultation with legal counsel, believes that final disposition of any such matters will not have a material adverse effect on the
Company’s financial position or results of operations.
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Interactive Motion Technologies, Inc.
Notes to Condensed Interim Financial Statements
Three months ended March 31, 2016 and 2015
 
12. SUBSEQUENT EVENTS

 
Management has evaluated subsequent events through July 6, 2016, which is the date the condensed interim financial statements were
available to be issued. Other than the disclosure items noted below, there were no subsequent events that require adjustment to or
disclosure in the condensed interim financial statements.
 
Plan of Merger
 
On April 21, 2016 an Agreement and Plan of Merger became effective with Bionik Laboratories Corp. (“Bionik). All of the common
shares of the Company were purchased through a transaction where Bionik Mergerco Inc., a Massachusetts corporation and a wholly
owned subsidiary of Bionik (“Merger Subsidiary”), providing for the merger (“Merger”) of Merger Subsidiary with and into the
Company, with the Company surviving the Merger as a wholly-owned subsidiary of Bionik.
 
Subject to the indemnification and escrow arrangements described in the Merger Agreement, Bionik will issue (or reserve for
issuance) an aggregate of 23,650,000 shares of its Common Stock in exchange for all shares of the Company’s Common Stock and
Preferred Stock outstanding immediately prior to the effective time.
 
Bionik will also assume each of the 3,897,500 options to acquire the Company Common Stock granted under its equity incentive plan
or otherwise issued by the Company. These options will represent the right to purchase an aggregate of 3,000,000 shares of Bionik
Common Stock, of which 1,000,000 will have an exercise price of $0.25, 1,000,000 will have an exercise price of $0.95 and
1,000,000 will have an exercise price of $1.05.
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Exhibit 99.3

  
UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

 
The following unaudited pro forma combined financial statements are provided for informational purposes only and do not purport to
represent what the actual combined results of operations or the combined financial position of the combined company would be had the
Merger (as defined below) occurred on the dates assumed, nor are they necessarily indicative of future combined results of operations or
combined financial position. The unaudited combined financial statements do not reflect any cost savings or synergies that the management
of Interactive Motion Technologies Inc., a Massachusetts corporation (“IMT”) and Bionik Laboratories Corp. (the “Company”) could have
achieved if they were together through this period.
 
On April 21, 2016, the Company acquired 100% of the capital stock of IMT, through a transaction where Bionik Mergerco Inc., a
Massachusetts corporation and a wholly owned subsidiary of the Company (“Merger Subsidiary”), merged with and into IMT (the
“Merger”), with IMT surviving the Merger as a wholly-owned subsidiary of Bionik.
 
Subject to the indemnification and escrow arrangements described in the Merger Agreement dated March 1, 2016 by and among the
Company, Merger Subsidiary, IMT and Hermano Igo Krebs (the “Merger Agreement”), Bionik issued (or reserved for issuance) an
aggregate of 23,650,000 shares of Company Common Stock in exchange for all shares of IMT Common Stock and IMT Preferred Stock
outstanding immediately prior to the effective time.
 
Bionik also assumed each of the 3,897,500 options to acquire IMT Common Stock granted under IMT’s equity incentive plan or otherwise
issued by IMT. These options will represent the right to purchase an aggregate of 3,000,000 shares of Company Common Stock, of which
1,000,000 will have an exercise price of $0.25, 1,000,000 will have an exercise price of $0.95 and 1,000,000 will have an exercise price of
$1.05.
 
Due to the complexities in identifying and valuing the intangible assets acquired, the Company has not yet finalized the purchase price
allocation. At this time the Company is not practicably able to estimate the fair value of each identifiable asset. The Company anticipates
the intangible assets to consist of clinical data, sales data, license and patents/technology acquired and any excess to result in goodwill.
 
The unaudited pro forma combined statements of operations for the 12 month period ended March 31, 2016 give effect to the Merger as if
it had been consummated on April 1, 2015, the start of the March 31, 2016 year end.
 
The unaudited pro forma combined statements of operations for the 3 month period ended March 31, 2016 give effect to the Merger as if it
had been consummated on January 1, 2016, the start of the March 31, 2016 three month period end.
 
The unaudited pro forma balance sheets give effect to the Merger as if they had occurred on the dates of those balance sheets.
 
The effects of the Merger have been prepared using the purchase method of accounting and applying the assumptions and adjustments
described in the accompanying notes.
 
The Company describes the assumptions underlying the pro forma adjustments in the accompanying notes, which should also be read in
conjunction with these unaudited pro forma combined financial statements. Please read this information in conjunction with:

 
· The audited financial statements of IMT as of and for the fiscal years ended December 31, 2015 and 2014.
 
· The unaudited financial statements of IMT as of and for the fiscal quarters ended March 31, 2016 and 2015.
 
· The audited consolidated financial statements of Bionik Laboratories Corp. as of March 31, 2016 and 2015 and December 31,

2015 and 2014 and for the three month period and year ended March 31, 2016, the year ended December 31, 2015 and the nine
month period ended December 31, 2014.

 

 



 

 
Bionik Laboratories Corp.
Proforma Balance Sheet
March 31, 2016                            
 
               

  Bionik   IMT   
Proforma

adjustments     Consolidated  
Current Assets                   

Cash   5,381,757   9,786         5,391,543 
Accounts Receivable, net   -   27,177         27,177 
Prepaid expenses and other current assets   231,733   22,615         254,348 
Short term advances   125,153       (125,153)  c   - 
Loans receivable   379,908       (379,908)  c   - 
Due from related parties   41,445             41,445 
Inventories       169,325         169,325 

   6,159,996   228,903   (505,061)     5,883,838 
Property and equipment, net   76,750   6,281         83,031 
Other assets   -   4,284         4,284 
                   
Unallocated purchase price           1,573,229  d     
           25,306,086     26,879,315 

Total Assets   6,236,746   239,468   26,374,254     32,850,468 
                   
                   
Current Liabilities                   

Accounts Payable   320,871   606,620   (17,329)  c   910,162 
Short term advances   -   105,124   (105,124)  c   - 
Loans payable to Bionk Laboratories Corp   -   368,750   (368,750)  c   - 
Accrued expenses and other current liabilities   515,979   634,719   (13,858)  c   1,136,840 
Demand notes payable to officers/directors   -   345,359         345,359 
Customer deposits   -   86,487         86,487 
Promissory note payable, current portion   -   200,000         200,000 
Credit facility payable       21,495         21,495 
Warrant derivative liability   5,135,990             5,135,990 

   5,972,840   2,368,554   (505,061)     7,836,333 
                   
Stockholders' deficit                   

Series A reeemable, convertible preferred stock   -   5,192,838   (5,192,838)   b   - 
Special Voting Preferred stock   -             - 
Common shares   72,591   15,648   (15,648)  b     

           23,650  a   96,241 
Additional paid in capital   11,801,146   1,913,318   1,573,229  d   - 

           23,153,350   a     
           (1,913,318)   b   36,527,725 

Shares to be issued   -   -         - 
Accumulated deficit   (11,651,980)   (9,250,890)   9,250,890  b   (11,651,980)
Accumulated other comprehensive income   42,149             42,149 
    Total stockholders'deficit   263,906   (2,129,086)   26,879,315     25,014,135 

                 - 
Total liabilities and Stockholders deficit   6,236,746   239,468   26,374,254     32,850,468 

           -       
 
(a) On April 21, 2016, Bionik issued or reserved for issuance 23,650,000 share of common stock valued at $23,177,000 which has been

accounted for as unallocated purchase price which will be allocated within 365 days of the closing of the transaction
(b) Eliminates the capital stock, additional paid in capital and accumulated deficit of IMT
(c) Eliminates the loan of $368,750 and advances of $105,000 plus accrued interest
(d) Reflects revalued vested options recorded as share based compensation at the date of the Merger of approximately $1,573,229
 

 



 

 
Bionik Laboratories Corp.
Proforma Operations Statement
Three Months ended March 31, 2016
             

  Bionik   IMT   
Proforma

Adjustments     Consolidated  
Revenue   -   119,341         119,341 
Cost of revenue   -   131,640         131,640 

Gross profit   -   (12,299)         (12,299)
                   
Operating expenses                   
Research & development   343,742   66,569         410,311 
Sales and marketing   -   63,908         63,908 
General and adminsitrative   1,438,553   450,394   (2,409)  1    
           (144,411)  3  1,742,127 
Share based compensation   158,244   -         158,244 
Depreciation   14,387   -   2,409  1  16,796 
   1,954,926   580,871         2,391,386 
Net loss from operations   (1,954,926)   (593,170)         (2,403,685)
                   
Other income (expenses)                   
Interest expenses   -   (19,832)   4,488  2  (15,344)
Other income   8,522   -   (4,488)  2  4,034 
State taxes   -   (948)         (948)
Foreign exchange loss   71,399   -         71,399 
Change in fair value of warrant derivative liability   870,913   -         870,913 
Total other income (expenses)   950,834   (20,780)         930,054 
                   
Net loss for the period   (1,004,092)   (613,950)         (1,473,631)
Foreign Exchange translation adjustment   -   -         - 
Net loss and comprehensive loss for the period   (1,004,092)   (613,950)         (1,473,631)
 
1. To reclassify IMT depreciation for consistency of financial statement presentation
2. To eliminate interest expense from IMT and other income in Bionik on loans between the two companies
3. To eliminate IMT share based compensation
 

 



 

 
Bionik Laboratories Corp.
Proforma Operations Statement
Twelve Months ended March 31, 2016                
 
 

  Bionik   IMT   
Proforma

Adjustments      Consolidated  
Revenue   -   1,919,779           1,919,779 
Cost of revenue   -   1,363,797           1,363,797 

Gross profit   -   555,982           555,982 
                     
Operating expenses                     
Research & development   1,397,554   178,810           1,576,364 
Sales and marketing   -   256,046           256,046 
General and administrative       1,428,142   (9,908)   1      
   3,676,125       (544,019)   3    4,550,340 
Share based compensation   1,495,837       -       1,495,837 
Depreciation   63,454       9,908   1    73,362 
   6,632,970   1,862,998           7,951,949 
Net loss from operations   (6,632,970)   (1,307,016)           (7,395,967)
                     
Other income (expenses)                     
Interest income (expenses)   (2,839)   (88,937)   13,587   2    (78,189)
State Taxes       1,421           1,421 
Other income   42,173       (13,587)   2    28,586 
Foreign Exchange loss   (112,771)               (112,771)
Change in fair value of warrant derivative liability   7,742,555               7,742,555 
Total other income (expenses)   7,669,118   (87,516)           7,581,602 
                     
Net income (loss) for the period   1,036,148   (1,394,532)           185,635 
Foreign Exchange translation adjustment       -             
Net incme (loss) and comprehensive income (loss) for
the period   1,036,148   (1,394,532)           185,635 
 
 
1. To reclassify IMT depreciation for consistency of financial statement presentation
2. To eliminate interest expense from IMT and other income in Bionik on loans between the two companies
3. To eliminate IMT share based compensation
 

 



 

 
Bionik Laboratories Corp.

Notes to Pro Forma Combined Financial Statements
(Expressed in US $)

(Unaudited)
 
1. The Transaction
 
On April 21, 2016, Bionik Laboratories Corp. (“Bionik”), a Delaware corporation entered into an Agreement and Plan of Merger (the
“Merger Agreement”) with Interactive Motion Technologies Inc., a Massachusetts corporation (“IMT”) and Bionik Mergerco Inc., a
Massachusetts corporation and a wholly owned subsidiary of Bionik (“Merger Subsidiary”), providing for the merger (“Merger”) of Merger
Subsidiary with and into IMT, with IMT surviving the Merger as a wholly-owned subsidiary of Bionik.
 
Subject to the indemnification and escrow arrangements described in the Merger Agreement, Bionik issued (or reserved for issuance) an
aggregate of 23,650,000 shares of Company Common Stock in exchange for all shares of IMT Common Stock and IMT Preferred Stock
outstanding immediately prior to the effective time (other than shares (i) held in treasury or (ii) held by persons who properly exercise
appraisal rights under Massachusetts law).
 
Bionik also assumed each of the 3,897,500 options to acquire IMT Common Stock granted under IMT’s equity incentive plan or otherwise
issued by IMT. These options represent the right to purchase an aggregate of 3,000,000 shares of Company Common Stock, of which
1,000,000 will have an exercise price of $0.25, 1,000,000 will have an exercise price of $0.95 and 1,000,000 will have an exercise price of
$1.05. At the date of the Merger, the options were revalued and share based compensation of approximately $1,573,229 has been recorded
in the preliminary purchase price allocation related to the vesting of these stock options.
 
During review and due diligence of IMT prior to the execution of the Merger Agreement, the Company loaned an aggregate of $300,000 to
IMT, which loans were secured by certain of its assets of IMT. On March 7, 2016, the Company loaned an additional $68,750 to IMT to
fund certain of its expenses in contemplation of the closing of the Merger. The loan matures upon the earlier to occur of (a) the termination
date of the Merger Agreement and (b) the effective date of the Merger.
 
The Company also advanced IMT $80,000 for closing costs before the April 21, 2016 closing.
 
As a result of the Merger Agreement, as of April 21, 2016, Bionik has outstanding:
 
(i) 50,000,000 Exchangeable Shares of common stock held by its existing shareholders;
 
(ii) 22,591,302 shares of common stock held by its existing shareholders;
 
(iii) 23,650,000 shares of common stock issued or issuable to IMT Shareholders; and
 
(iv) 3,000,000 additional stock options issued to employees of IMT.
 

 



 

 
2. Basis of Presentation
 
The unaudited pro forma combined financial information for Bionik as at and for the three month period and the year ended March 31,
2016 has been prepared by management to reflect the Merger of Bionik and IMT as described in note 1.
 
Certain adjustments have been made while combining the two companies which are detailed in note 3. The pro forma adjustments are
based on available information and assumptions that Bionik believes are reasonable. Such adjustments are estimates and are subject to
change.
 
The unaudited pro forma combined financial statement of operations three month and year ended March 31, 2016 have been prepared as if
the Merger happened at January 1, 2016 and April 1, 2015, respectively.
 
The aggregate consideration of $24,750,229 which is comprised of common shares issued plus share based compensation has not yet been
allocated. The preliminary estimate of the value of the common shares and vested stock options issued is $23,177,000 and $1,573,229,
respectively. The Company has not completed the identification of the assets acquired and liabilities assumed or the related valuation work
necessary to arrive at any estimate of fair value or preliminary purchase price allocation. The initial accounting for the acquisition is
incomplete however the Company will provide this information within 365 days of the closing of the transaction.
 
3. Pro Forma Assumptions and Adjustments
 
The unaudited pro forma combined financial statements give effect to the following assumptions and adjustments:
 
(a) On April 21, 2016, Bionik issued or reserved for issuance 23,650,000 shares of common stock, for net proceeds of $23,177,000.
 
(b) Eliminates the capital stock, additional paid in capital and deficit of IMT.
 
(c) Eliminates the loan of $368,750 plus advances of $105,000 made to IMT plus accrued interest.
  
(d) Reflects revalued vested options recorded as share based compensation at the date of the Merger of approximately $1,573,229.

 

 

 


