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INTRODUCTORY NOTES 
Financial Condition and Results of Operations of Innovotech Inc. (“Innovotech”, “we”, or “the Company”) for the 

Three -months Ended 31 March 2026 (as of 12 May 2026).  This Management Discussion and Analysis (MD&A) 

and other materials filed with the Canadian securities regulators contain forward-looking statements that are 

subject to risks and uncertainties that cannot be predicted or quantified; actual results may differ materially from 

past results and those expressed or implied by any forward-looking statements.  Forward-looking statements 

may include words such as “expects”, “plans”, “will”, “believes”, “estimates”, “intends”, “may”, and other words of 

similar meaning and may relate to future financial performance, business strategies, or safety and efficacy of 

unapproved products.  Such forward-looking statements are subject to risks, uncertainties, and other factors, 

many of which are beyond the control of Innovotech. 

 

Factors that could cause or contribute to such risks or uncertainties include, but are not limited to the regulatory 

environment including the difficulty of predicting regulatory outcomes; changes in the value of the Canadian 

dollar; the Company’s reliance on a small number of customers including government organizations; the demand 

for new products and the impact of competitive products, services and pricing; availability and cost of raw 

materials; fluctuations in operating results; domestic and foreign government policies or actions; progress and 

cost of clinical trials; reliance on key strategic relationships; uncertainty related to intellectual property protection 

and potential costs associated with its defense; the Company’s exposure to lawsuits and other matters beyond 

the control of management; and the impact of the adoption of new accounting standards on the Company’s 

financial results. 

 

Scientific information that relates to unapproved products or unapproved uses of products is preliminary and 

investigative. No conclusions can or should be drawn regarding the safety or effectiveness of such products. Only 

regulatory authorities can determine whether products are safe and effective for the uses being investigated. 

 

The cautionary statements referred to above should be considered in connection with all written or oral 

statements, especially forward-looking statements that are made by the Company or by persons acting on its 

behalf and in conjunction with its periodic filings with Securities Commissions, including those contained in the 

Company’s news releases. Should known risks or unknown risks or uncertainties materialize, or should 

management’s assumptions prove inaccurate, actual results could vary materially from those anticipated. The 

Company undertakes no obligation to publicly make or update any forward-looking statements, except as 

required by applicable law. 

 

The following MD&A should be read in conjunction with the financial statements of Innovotech Inc. for the same 

period, and the related notes thereto.  This MD&A is provided by management using information available up to 

12 May 2026. Management is responsible for the information contained in the MD&A and its consistency with 

information presented, reviewed, and approved by the Audit Committee and Board of Directors. 

 

Additional information pertaining to the Company can be found on the System for Electronic Document Analysis and 

Retrieval (SEDAR) web site at www.sedarplus.ca, or at www.innovotech.ca 

  

https://money.tmx.com/en/quote/IOT
https://innovotech.ca/
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Business Overview 

Innovotech Inc. is a diversified services and products company focused on applied 

microbiology and chemistry within regulated healthcare markets. The Company provides 

specialized testing services and proprietary methods that help clients generate reliable, high-

quality data to support product regulatory approval. Our work underpins the safety and 

effectiveness of medical devices, pharmaceuticals, and industrial products, and we exist to 

translate deep scientific expertise into practical, decision-enabling outcomes for our 

customers.  The Company is headquartered in Edmonton, Canada and is traded on the TSXV 

as IOT and the OTCQB as IOTCF. 

 

The Company combines contract research services, analytical and microbial testing, and the 

development and commercialization of proprietary technologies. Our revenues are 

generated through a mix of recurring laboratory services and product sales, supported by 

long-term client relationships and project-based engagements. We serve clients across 

Canada, the United States, and international markets, providing geographic and currency 

diversification while maintaining centralized quality systems and technical standards. 

 

A core component of Innovotech’s business is antimicrobial contract research, where the 

Company has established itself as a trusted partner to global medical device manufacturers. 

Innovotech is widely recognized for its expertise in testing and qualifying devices such as 

catheters, implants, and other products for susceptibility to microbial colonization and 

biofilm formation. With over two decades of experience, proprietary methodologies, 

specialized equipment, and deep familiarity with regulatory expectations, the Company has 

developed operational efficiencies and technical capabilities that are difficult to replicate. 

These strengths have positioned Innovotech as a preferred vendor for several multinational 

clients, many of whom rely on the Company for complex and mission-critical testing 

programs. 

 

In parallel, Innovotech has built a strong laboratory services business in western Canada, 

supported by a Drug Establishment License and accredited quality systems. The Company 

provides analytical chemistry testing, GMP microbial testing, and stability testing services to 

provincial health organizations, pharmaceutical companies, biotechnology firms, and 

industrial clients. These services are highly complementary to the Company’s contract 

research activities and allow Innovotech to support clients across a broader portion of the 

product lifecycle, from early development through regulated production and post-market 

requirements. 

 

Innovotech also manufactures and sells laboratory consumable products, most notably its 

MBEC Assay® Kits, which are used globally in biofilm research and antimicrobial testing. 

These products reinforce the Company’s presence within the scientific and medical research 

https://money.tmx.com/en/quote/IOT
https://www.otcmarkets.com/stock/IOTCF/overview
https://innovotech.ca/
https://money.tmx.com/en/quote/IOT
https://www.otcmarkets.com/stock/IOTCF/quote
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community and support its contract research activities by promoting standardized, validated 

testing approaches. The Company applies proprietary coatings and manufacturing 

processes to tailor these kits to specific laboratory and research requirements for different 

application areas. 

 

The Company maintains an active research and development (R&D) program focused on 

expanding service capabilities, developing new test methods, and advancing proprietary 

technologies toward commercial application. Innovotech’s intellectual property portfolio 

includes a family of silver-based antimicrobial compounds marketed under the InnovoSIL™ 

brand, as well as linked antioxidant molecules with applications in medical, pharmaceutical, 

and consumer health products. R&D activities are directed toward securing commercial 

partners, validating new methodologies that enhance contract research offerings, and 

developing products that can be scaled and monetized through licensing, collaboration, or 

direct commercialization. 

 

Across all aspects of its operations, Innovotech’s strategy is grounded in disciplined growth, 

technical credibility, and capital efficiency. The Company seeks to expand by deepening 

relationships with existing clients, adding complementary services and products, and 

selectively pursuing acquisitions that strengthen its capabilities and geographic reach. By 

combining regulated laboratory services with proprietary technologies and applied research, 

Innovotech aims to build a resilient and scalable business that delivers long-term value to 

clients, shareholders and other stakeholders. 

Quarter in Review 

During the first quarter of 2026, the Company undertook several important operational and 

organizational changes while also experiencing a significant, unexpected reduction in 

revenue from a major customer. Collectively, these developments resulted in a challenging 

quarter and materially impacted financial performance. The Company does not have 

visibility into the customer’s internal plans and therefore cannot conclude whether this 

reduction reflects a permanent change respecting this specific project line, a temporary 

pause, or a shift in how the customer is resourcing its program. The paused activity alone 

accounts for a substantial portion of the decline in revenues during the quarter. 

 

The Company achieved a meaningful capital markets milestone with the commencement of 

trading on the OTCQB Venture Market under the symbol IOTCF, complementing its existing 

TSX Venture Exchange listing (IOT). The OTCQB listing is intended to increase Innovotech’s 

visibility with U.S. investors, improve trading accessibility, and better align the Company’s 

capital markets presence with its growing U.S. customer base and long-term growth 

ambitions. 

 

A key operational milestone during the quarter was the continued integration of Keystone 

Labs and Innovotech Labs into a single operating entity. This integration is intended to 

https://money.tmx.com/en/quote/IOT
https://www.otcmarkets.com/stock/IOTCF/overview
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simplify governance, improve operational coordination, and allow the Company to deploy 

technical, commercial, and quality resources more efficiently across the business. The 

integration work progressed throughout the quarter and involved changes to reporting 

structures, workflows, and the physical deployment of staff and equipment. 

 

In support of this integrated operating model, the Company strengthened its senior 

leadership team. Jodi McDonald was elevated to the role of Chief Operating Officer, 

assuming responsibility for laboratory operations, broader team leadership, and execution 

across the combined organization. Rod Szarka was appointed Chief Commercial Officer, with 

responsibility for sales and business development activities across all revenue segments. 

These appointments complement the existing leadership structure, working alongside Craig 

Milne, Chief Executive Officer, and Bernard Grobbelaar, Chief Financial Officer. This 

alignment of leadership roles is an important step in strengthening teamwork, improving 

accountability, and supporting future growth initiatives. 

 

In parallel with the revenue disruption, the Company experienced operational challenges 

vacating its Roper Road facility and moving into temporary laboratory space.  The relocation 

resulted in disruption to laboratory activities and incremental costs associated with moving, 

reconfiguration, and short-term inefficiencies. 

 

These events of the quarter occurred against a backdrop of investments made in prior 

periods to expand capacity, strengthen quality systems, and build a broader commercial 

platform. While these investments increased the Company’s cost base in the near term, they 

are necessary to support a more diversified, resilient, and scalable business over the longer 

term. 

Performance in the Quarter Ended 31 March 2026 

Quarter Revenue by Service Line 
 

Service Line 2026 ($) 2025 ($) Change ($) Change (%)

Antimicrobial testing 302,073      773,757      (472,291)     -61%

GMP, analytical chemistry and stability testing 292,119      326,377      (33,801)       -10%

Products sold 53,948        58,051        (3,953)         -7%

Total Revenue 648,140      1,158,185   (510,045)     -44%  
Revenue decreased substantially in antimicrobial testing services.  Variations in the GMP 

services lines (primarily the legacy Keystone Labs revenues) represent timing of service 

delivery. 

Quarter Revenue by Geographic Region 
 

https://money.tmx.com/en/quote/IOT
https://www.otcmarkets.com/stock/IOTCF/overview
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Region 2026 ($) 2025 ($) Change ($) Change (%)

Canada 301,035      317,645      (16,610)       -5%

International 39,468        40,564        (1,096)         -3%

United States 307,637      799,976      (492,339)     -62%

Total Revenue 648,140      1,158,185   (510,045)     -44%  
Revenue decreased slightly in the Canada and International regions. Revenue decreased 

significantly in the United States region, representing the majority of the antimicrobial 

services client base. See the quarter financial results for the discussion of this decrease. 

Quarter Financial Results 
2026 ($) 2025 ($) Change ($) Change (%)

Services revenue 594,192      1,100,134   (505,942)     -46%

Product sales 53,948        58,051        (4,103)         -7%

Other revenue -               -               -               -    

648,140      1,158,185   (510,045)     -44%

Cost of sales 492,199      536,955      (44,756)       -8%

Gross profit 155,941      621,230      (465,289)     -75%

Gross profit (%) 24.1% 53.6% -29.6%

Operating Expenses 0.0%

General and administrative 591,108      468,749      122,359      26%

Marketing and business development 117,846      19,978        97,868        490%

Research and development 63,695        88,509        (24,814)       -28%

Grants and tax credits (223,792)     (23,822)       (199,970)     839%

Net finance (income) expense 8,378           4,293           4,085           95%

Net and Comprehensive income (loss) before 

tax (401,294)     63,523        (464,817)     -732%

Income tax expense

Current -               -               -               -    

Net and Comprehensive income (loss) (401,294)     63,523        (464,817)     -732%

Basic and diluted income/(loss) per share (0.007)         0.005           (0.013)         -240%

Adjusted EBITDAS (345,558)     102,021      (447,579)     -439%  
The Company’s financial performance in the first quarter of 2026 was materially impacted 

by a sharp decline in service revenues, driven primarily by the unexpected reduction in 

activity from a single major customer. Total revenue for the quarter was $648,140, 

representing a decrease of 46% compared to the same period in the prior year. Services 

revenue declined by 46% year over year, while product sales decreased modestly by 7%. 

 

Cost of sales decreased by 8% compared to the prior year quarter; however, the reduction 

was not proportional to the decline in revenues. Gross profit was $155,941, with a gross 

margin of 24.1%, compared to gross profit of $621,230 and a gross margin of 53.6% in the 

prior year. The relatively high cost of sales reflects the Company’s decision to maintain 

https://money.tmx.com/en/quote/IOT
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staffing levels and readiness consistent with explicit expectations established with the 

customer in 2025, when responsiveness and speed of execution were identified as critical 

requirements. As a result, capacity was intentionally held available during the quarter, 

leading to underutilization when the anticipated work did not proceed. 

 

Operating expenses increased year over year, reflecting a combination of integration-related 

costs, facility-related disruptions, and investments made to support longer-term strategic 

objectives. General and administrative expenses increased by 26% compared to the prior 

year quarter. This resulted from both net new hires and increased in payroll costs, bringing 

staff in line with market rates and normalizing payscales across the expanded organization.   

 

Additional increases relate to higher facility costs associated with temporary laboratory 

space and expenditures incurred in preparation for pursuing Good Laboratory Practice (GLP) 

certification. As part of this effort, the Company initiated a transition in accreditation 

oversight from CALA to the Standards Council of Canada, resulting in incremental 

compliance and internal process costs. Management believes GLP certification will address 

recurring client requirements and expand the Company’s ability to compete for higher-value 

regulated work. 

 

Marketing and business development expenses increased significantly compared to the 

prior year quarter and represent an investment in growth and strengthening of the 

commercial functions. Certain salaries previously classified within general and 

administrative expenses were reallocated to marketing and business development following 

the appointment of a Chief Commercial Officer. In addition, the Company added new 

commercial resources and launched a redesigned corporate website during the quarter. 

These investments were planned prior to the revenue disruption and reflect management’s 

intent to professionalize and expand sales efforts across the integrated organization. 

 

Research and development expenses decreased compared to the prior year quarter, 

primarily due to timing factors, however there were no material changes to the Company’s 

longer-term R&D strategy during the quarter. 

 

Net and comprehensive loss for the quarter was $401,295, compared to net and 

comprehensive income of $63,523 in the prior year quarter. Adjusted EBITDAS for the 

quarter was a loss of $345,559, compared to positive adjusted EBITDAS of $102,021 in 

Q1-2025. This deterioration reflects the combined impact of revenues disruptions from the 

major customer, the decision to maintain operational capacity in anticipation of that work, 

and the cost structure associated with integration activities and facility relocation. The speed 

and magnitude of the revenue decline exceeded the Company’s ability to adjust its cost 

structure within the quarter. 

 

https://money.tmx.com/en/quote/IOT
https://www.otcmarkets.com/stock/IOTCF/overview
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The events of the first quarter underscored the risks associated with customer concentration 

and reinforced the need to accelerate the Company’s strategy to diversify its revenue base, 

broaden service offerings, and reduce reliance on any single client.  

 

Subsequent Events to the Quarter 
 

The Company was awarded $234,000 in support from the National Research Council 

Industrial Research Assistance Program (NRC-IRAP) to develop advanced assays for clients.  

The funding supports a portion of R&D staff salaries through April 30, 2027. 

 

Reconciliation of Non-IFRS Financial Measures 

2026 ($) 2025 ($)

Net and Comprehensive income (loss) (401,295)     63,523        

Depreciation and amortization 47,358        31,307        

Share-based compensation -               2,898           

Net finance (income) expense 11,278        8,214           

Finance income (2,900)         (3,295)         

Income tax expense -               -               

EBITDAS (345,559)     102,647      

Fair value changes -               (626)             

Termination benefits -               -               

Adjusted EBITDAS (345,559)     102,021      

Quarter Ended

 
 

EBITDAS, defined as earnings before interest, taxes, depreciation, amortization, and 

stock-based compensation, is a non-IFRS financial measure used by management to assess 

operating performance and to facilitate comparisons between periods. EBITDAS provides 

useful information to investors by highlighting results from core operating activities before 

the impact of financing decisions, non-cash charges, and other items that may not be 

indicative of ongoing performance. 

 

Adjusted EBITDAS further excludes fair value changes recognized through profit and loss, as 

well as material items that are not considered reflective of normal operating activities. These 

adjustments are intended to improve comparability between periods and to provide 

additional insight into the Company’s underlying operating performance. 

 

Non-IFRS financial measures do not have standardized meanings under IFRS and may not 

be comparable to similar measures presented by other companies. Readers are cautioned 

that these measures should not be considered in isolation or as a substitute for measures 

https://money.tmx.com/en/quote/IOT
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of financial performance prepared in accordance with IFRS. Reconciliations of EBITDAS and 

Adjusted EBITDAS to the most directly comparable IFRS measures are provided in this MD&A. 

 

Adjusted EBITDAS for the quarter ended 31 March 2026 was a loss of $345,559, compared 

to positive Adjusted EBITDAS of $102,021 in the same period of the prior year. This 

deterioration reflects the sharp services revenue reduction from the major customer, 

combined with a cost structure that remained positioned to support anticipated project 

execution. Adjusted EBITDAS for the quarter was also influenced by integration related costs, 

facility relocation expenses, and investments made to strengthen the Company’s commercial 

and compliance capabilities, including steps taken toward pursuing Good Laboratory 

Practice (GLP) certification.  

 

Adjusted EBITDAS continues to be a useful measure for understanding the underlying 

operating dynamics of the business; however, the results for the first quarter of 2026 

highlight the sensitivity of the Company’s earnings to customer concentration and the 

importance of accelerating diversification initiatives.  

 

Summary of Quarterly Results 
2026 2025 2024

Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2

Revenue 648,140     1,158,185  1,267,692  984,327     1,158,185  1,045,837  436,071     398,587     

Net income (loss) and 

comprehensive income (loss) (401,295)    63,523        92,945        (241,199)    63,523        453,073     (21,300)       (114,817)    

Earnings per share (0.01)           0.00 0.00            (0.00)           0.00 0.01 (0.00)           0.00

Period

 
The table below summarizes the impact on revenue from organic growth and acquisition 

growth. 

 

Q1-2026 

vs. 

Q1-2025

Q4-2025 

vs. 

Q4-2024

Q3-2025 

vs. 

Q3-2024

Q2-2025 

vs. 

Q2-2024

Increase (decrease) in revenue due to:

Organic growth/(reduction) (510,045)     (20,600)       497,571      197,664      

Acquisition growth -               132,948      334,050      388,076      

Total increase in revenue (510,045)     112,348      831,621      585,740       
The Company’s quarterly results reflect the project-based and client driven nature of its 

contract research and laboratory services business, where revenues and profitability can 

vary significantly between periods depending on the timing, scale, and duration of client 

programs. 

 

https://money.tmx.com/en/quote/IOT
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Revenue for the first quarter of 2026 was $648,140, compared to $1,158,185 in the first 

quarter of 2025. The year-over-year decline of $510,045 was attributable entirely to a 

reduction in organic revenue. There was no contribution from acquisition related growth in 

the quarter. This represents a worst-case realization of customer concentration risk, where 

the anticipated continuation and scaling of work did not materialize. 

 

In contrast, revenue growth in the comparable quarters of 2025 reflects both strong organic 

performance and the contribution from the Keystone Labs acquisition. In the second and 

third quarters of 2025, revenue increased by $585,740 and $831,621 respectively compared 

to the same periods in 2024, driven by a combination of acquisition growth and increased 

operating activity across the Company’s service lines. In the fourth quarter of 2025, revenue 

increased by $112,348 compared to Q4-2024, with acquisition growth partially offset by 

lower organic activity due to project timing. 

 

Net income (loss) and comprehensive income (loss) followed a similar pattern of volatility. 

The net loss recorded in Q1-2026 reflects the sharp decline in services revenues, under-

utilization of capacity held in anticipation of major client work, and the cost structure 

associated with integration activities and operational disruption during the quarter. In prior 

periods, quarterly profitability benefited from higher utilization levels and, in certain cases, 

non-recurring items, contributing to variability in net results. 

 

The quarterly results over the periods presented illustrate both the opportunities and the 

risks inherent in a specialised contract research business. While the Company demonstrated 

its ability to scale revenues rapidly in 2025 through a combination of organic growth and 

acquisition, the results in Q1-2026 highlight the impact that changes in large client programs 

can have on short-term financial performance.  These dynamics reinforce the Company’s 

strategic focus on broadening its customer base, expanding service offerings, and reducing 

reliance on any single client or project to drive quarterly performance. 

Statement of Financial Position 

Balance As Of 2026 ($) 2025 ($) Change ($) Change (%)

Current assets 2,569,666   3,022,428   (452,762)     -15%

Property, plant and equipment 1,234,625   897,931      336,694      37%

Intangibles assets 472,281      474,526      (2,245)         0%

Long term investments 23,064        37,992        (14,928)       -39%

Total assets 4,299,636   4,432,877   (133,241)     -3%

Current liabilities 782,885      522,078      260,807      50%

Non-current liabilities 269,844      262,598      7,246           3%

Total liabilities 1,052,729   784,676      268,053      34%

Shareholders' equity 3,246,907   3,648,201   (401,294)     -11%

Total liabilities and equity 4,299,636   4,432,877   (133,241)     -3%  

https://money.tmx.com/en/quote/IOT
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At March 31, 2026, the Company’s total assets were $4,299,636, compared to $4,432,877 at 

December 31, 2025, representing a decrease of 3%. The reduction in total assets was driven 

primarily by a decline in current assets, partially offset by continued investment in property, 

plant and equipment. 

 

Current assets decreased by $133,241, or 3%, compared to December 31, 2025. This decline 

reflects the net impact of operating losses incurred during the quarter, reduced cash inflows 

resulting from lower service revenues, and the timing of working capital movements. The 

decrease in current assets is consistent with the operating environment experienced during 

the quarter, including the unexpected reduction in activity from a major customer and costs 

associated with operational disruption and integration activities. 

 

Property, plant and equipment increased by $336,694, or 37%, compared to year-end 2025. 

The increase reflects investments made to support laboratory operations, including 

equipment additions and costs associated with relocating and reconfiguring laboratory 

space following the termination of the Roper Road lease. These investments are intended to 

maintain operational capability, address capacity constraints, and support the Company’s 

longer-term service and compliance objectives. 

 

Intangible assets remained largely unchanged at $472,281, reflecting amortization 

consistent with prior periods and no material additions or impairments during the quarter. 

Long-term investments decreased by $14,928, or 39%, reflecting the partial payment of the 

purchase consideration holdback and the continued wind-down of non-core holdings. 

 

Total liabilities increased to $1,052,729 at March 31, 2026, compared to $784,676 at 

December 31, 2025, representing an increase of 34%. Current liabilities increased by 

$260,807, or 50%, primarily due to higher accounts payable associated with the purchase of 

specialized lab equipment planned late 2025. Non-current liabilities increased modestly by 

$7,246, reflecting normal course movements. 

 

Shareholders’ equity decreased by $401,294, or 11%, compared to December 31, 2025. The 

decrease is attributable to the net and comprehensive loss recorded during the quarter. 

Despite this reduction, the Company continues to maintain a meaningful equity base, 

reflecting prior periods of capital investment and retained earnings. 

 

The Company’s balance sheet at March 31, 2026 continues to reflect a business in transition, 

with asset investments aligned to long-term operational requirements and temporary 

pressure on working capital resulting from a combination of revenue disruption and 

non-recurring operational events. The balance sheet movements during the quarter are 

consistent with the financial performance and operational developments described 

elsewhere in this MD&A. 

https://money.tmx.com/en/quote/IOT
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Outstanding Share Data 
 

Balance As Of 2026 ($) 2025 ($)

Common shares outstanding 54,438,235 54,438,235 

Convertible equity instruments:

Warrants -               -               

Stock options 1,900,000   1,900,000    

Liquidity and Capital Resources 

Working Capital 
Balance As Of 2026 ($) 2025 ($) Change ($) Change (%)

Current assets 2,569,666   3,022,428   (452,762)     -15%

Current liabilities 782,885      522,078      260,807      50%

Net working capital 1,786,781   2,500,350   (713,569)     -29%

2026 ($) 2025 ($) Change (#) Change (%)

Current ratio 3.28             5.79             (2.51)            -43%  
At March 31, 2026, the Company had current assets of $2,569,666 and current liabilities of 

$782,885, resulting in net working capital of $1,786,781. This compares to net working capital 

of $2,500,350 at December 31, 2025, representing a decrease of $713,569, or 29%. 

 

The reduction in net working capital was driven by a combination of lower current assets 

and higher current liabilities during the quarter. As discussed elsewhere in this MD&A, 

current assets declined primarily due to operating losses incurred in Q1-2026, reduced cash 

inflows associated with lower service revenues, and the timing of working capital 

movements. Current liabilities increased by 50% compared to year-end 2025, reflecting 

higher accounts payable and accrued liabilities related to integration activities, facility 

relocation costs, and the timing of operating expenditures relative to cash receipts. 

 

The Company’s current ratio decreased to 3.28 at March 31, 2026, compared to 5.79 at 

December 31, 2025. While this represents a meaningful decline,  the current ratio remains 

indicative of adequate short-term liquidity to meet obligations as they come due. The change 

in the ratio reflects the same operational and financial factors that affected working capital 

during the quarter, rather than a fundamental change in the Company’s liquidity position. 

 

Management continues to actively monitor liquidity and working capital requirements, 

particularly in light of the revenue disruption experienced during the quarter and the 

transitional costs associated with integration and facilities. The Company’s liquidity profile 

reflects a business adjusting to near-term volatility while maintaining sufficient flexibility to 

support ongoing operations and the execution of its longer-term strategic initiatives. 
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Cash Flows 
Cash inflow (outflow) from 2026 ($) 2025 ($) Change ($) Change (%)

Operating activities 50,754        186,983      (136,229)     -73%

Investing activities (352,128)     (58,600)       (293,528)     501%

Financing activities (389)             (24,374)       23,985        -98%  
Cash flows during the first quarter of 2026 reflect the operating disruption experienced 

during the period, continued investment in laboratory infrastructure, and the absence of 

financing activities compared to the prior year. 

 

Cash generated from operating activities was $50,754 in Q1-2026, compared to $186,983 in 

Q1-2025. Despite the net and comprehensive loss recorded during the quarter, operating 

cash flows benefited from changes in non-cash working capital items, including the timing of 

accounts payable, accrued liabilities, and other operating balances. These movements 

partially offset the impact of lower service revenues and operating losses. Operating cash 

flows in the quarter were influenced by short-term timing effects and should be considered 

in conjunction with the broader working capital discussion elsewhere in this MD&A. 

 

Cash used in investing activities was $352,128 during the quarter, compared to $58,600 in 

the prior year period. The increase in investing cash outflows reflects continued investment 

in property, plant and equipment, including laboratory equipment additions and 

expenditures associated with relocating and reconfiguring laboratory space following the 

termination of the Roper Road lease. These investments were made to preserve operational 

capability, address capacity constraints, and support the Company’s longer-term service and 

compliance objectives. 

 

Cash flows from financing activities were minimal in Q1-2026, with a net outflow of $389, 

compared $24,374 in Q1-2025. The prior year quarter reflected the partial payment on the 

contingent consideration from the acquisition completed in Q4-2024. 

 

Capital Management 
Cash inflow (outflow) from 2026 ($) 2025 ($)

Current and non-current portion of long-term debt 340,465      333,219      

Cash and cash equivalents (1,317,823)  (1,619,586)  

Net (cash) debt (977,358)     (1,286,367)  

Shareholders' equity 3,197,364   3,596,981   

Total capital managed 2,220,006   2,310,614   

2026 ($) 2025 ($)

Net debt to equity ratio (0.31)            (0.36)             
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The Company’s capital management objectives are to maintain sufficient financial flexibility 

to support ongoing operations, manage near term volatility, and position the business to 

execute its longer-term growth and diversification strategy. Management seeks to balance 

operational requirements, capital investment, and risk management while preserving 

optionality as the Company evolves its business model. 

 

At March 31, 2026, total capital managed by the Company was $2,220,006, compared to 

$2,310,614 at December 31, 2025. The decrease reflects the net and comprehensive loss 

incurred during the quarter, partially offset by the Company’s continued net cash position. 

The Company continues to operate with a net cash position, with net debt of $977,358 at 

March 31, 2026, compared to $1,286,367 at December 31, 2025. The Company continues to 

operate with a net cash position at the end of Q1-2026, reflecting the absence of material 

borrowings relative to shareholders’ equity. Longterm debt, including current and 

non-current portions, increased modestly during the quarter to $340,465, reflecting normal 

course movements. 

 

Shareholders’ equity decreased to $3,197,364 at March 31, 2026 from $3,596,981 at 

December 31, 2025, primarily as a result of the loss recorded during the quarter. Despite this 

reduction, the Company retains a meaningful equity base, which continues to support 

operational flexibility and strategic decision making. 

 

The Company’s current capital structure remains appropriate for a business undergoing a 

period of transition. While the events of the first quarter highlighted the financial impact of 

revenue concentration and operational disruption, the Company’s net cash position and 

equity base provide resilience as management accelerates initiatives to diversify revenue 

sources, strengthen commercial execution, and evaluate longer term infrastructure and 

financing strategies. Capital allocation decisions will continue to be guided by discipline, with 

a focus on investments that support scalability, risk reduction, and long term value creation. 

Financial Instruments and Risk Management 

Innovotech recognizes geopolitical risk, currency risk, credit risk and liquidity risk as primary 

risks.  Innovotech’s objectives when managing capital are to ensure its ability to continue as 

a going concern while attempting to maximize return to shareholders by minimizing 

shareholder dilution in a manner consistent with maintaining adequate working capital, 

equipment, and facilities while maintaining optionality in the Company’s operations. 

Geopolitical Risk 
The Company operates in a global environment that is subject to ongoing geopolitical 

uncertainty, including shifting trade policies, evolving international relations, and periodic 

changes to tariffs and regulatory frameworks across multiple jurisdictions. These conditions 

can create volatility and unpredictability in global markets and supply chains. 
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As of the date of this MD&A, Innovotech’s operations and financial performance have not 

been materially impacted by geopolitical developments. The Company continues to monitor 

global conditions and assess potential implications for customer demand, cross-border 

activity, and cost structures. Over time, management may seek to mitigate geopolitical 

exposure by diversifying revenue sources, expanding non-U.S. business activity, and 

positioning the Company to benefit from demand for services provided from Canada where 

appropriate. 

Currency Risk 
Currency risk arises from fluctuations in foreign exchange rates that may affect the 

Company’s financial results. The Company’s reporting currency is the Canadian dollar, and 

the majority of its operating costs are incurred in Canadian dollars. A portion of the 

Company’s revenues is generated in U.S. dollars. As a result, movements in the Canadian 

dollar relative to the U.S. dollar can impact reported revenues and profitability. 

 

Periods of U.S. dollar weakness relative to the Canadian dollar can reduce the 

Canadian-dollar value of U.S.-denominated revenues. While the Company does not currently 

use derivative financial instruments to hedge foreign exchange exposure, management 

seeks to manage currency risk primarily through its cost structure, pricing practices, and 

revenue mix. As part of its broader diversification strategy, the Company is expanding its 

Canadian customer base and increasing revenues denominated in Canadian dollars, which 

is expected to provide greater stability over time and reduce sensitivity to currency 

fluctuations. 

Credit Risk 
Credit risk represents the risk of financial loss if a counterparty fails to meet its contractual 

obligations. Innovotech is exposed to credit risk through its cash and cash equivalents and 

trade and other receivables. The Company’s primary credit risk relates to customer 

receivables arising from the provision of services.  To mitigate credit risk, Innovotech typically 

requires advance payments of approximately 50% of the estimated contract value for a 

significant portion of its contract research services prior to commencing work. The Company 

does not currently insure its credit risk but monitors receivable balances and customer 

payment patterns on an ongoing basis.  Innovotech does not require advance payments for 

services outside the scope of antimicrobial contract research, typically because dollar values 

are immaterial or invoicing occurs at regular intervals.  

Liquidity Risk 
Liquidity risk is the risk that the Company will be unable to meet its financial obligations as 

they come due. Innovotech manages liquidity risk by maintaining sufficient cash and cash 

equivalents and by monitoring forecasted cash flows against anticipated operating 

expenditures. Accounts payable and accrued liabilities are managed in relation to trade and 

other receivables. 
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The Company’s planned operating expenditures for 2026 do not exceed its committed 

sources of funding and reasonably expected revenues. The Company continues to monitor 

liquidity closely as it scales operations and invests in growth initiatives. 

Concentration Risk 
A significant portion of revenues may be derived from a limited number of customers in any 

given period. In the year ended December 31, 2025, a small number of clients accounted for 

a substantial share of total services revenue, reflecting the size and duration of certain 

contract research programs.  

 

The Company seeks to mitigate this risk over time by expanding its addressable market, 

broadening service offerings, increasing engagement across a larger client base, and growing 

overall scale, such that no single customer or program disproportionately influences 

financial performance. 

Outlook and Forward-Looking Information 

Looking forward, Innovotech’s primary objective is to drive profitable revenue growth and 

scale the business meaningfully within a large and expanding global market. The events of 

the first quarter reinforced the need to grow the platform, not simply optimize around a 

narrow revenue base. Achieving greater scale, through expanded services, deeper client 

engagement, disciplined acquisitions, and improved commercial execution, is the most 

effective path to stabilizing the business and unlocking operating leverage over time. As the 

Company grows and its revenue base becomes broader and more durable, margin 

expansion and efficiency gains are expected to follow naturally. 

 

Innovotech operates within a large and expanding global market encompassing 

microbiology, antimicrobial testing, analytical chemistry, and regulated laboratory services. 

The global market for life sciences contract research and regulated testing services is 

measured in the tens of billions of dollars annually, with microbiology and antimicrobial 

testing representing a multi-billion dollar segment within that broader market.  This market 

is being driven by increasing regulatory scrutiny, heightened emphasis on patient safety and 

infection control, and a growing body of scientific evidence highlighting the role of biofilms 

and microbial behavior in medical device performance, pharmaceutical development, and 

healthcare outcomes. Over the past decade, the commercialization of biofilm science and 

antimicrobial performance has moved from niche academic interest into mainstream 

regulatory and industrial focus, materially expanding the total addressable market for 

testing, advisory, and development services. 

 

Large multinational platforms such as Eurofins Scientific (€7.3B revenue) and WuXi AppTec 

(12.44B 元, USD$1.8B revenues) demonstrate the scale, margin potential, and durability that 

can be achieved by building diversified, standardized, and globally integrated testing and 

CRO businesses. More recently, transactions such as Thermo Fisher Scientific’s divestiture of 
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its microbiology business (USD$1.075B) underscore the strategic value of these assets and 

the continued consolidation and specialization occurring within the sector. Against this 

backdrop, Innovotech’s historical focus on a narrow set of highly specialized, proprietary 

assays, while technically differentiating and scientifically advanced, limited the Company’s 

participation in a much broader addressable market. In effect, Innovotech positioned itself 

in a niche, and did not sufficiently capture the larger, standardized, and repeatable testing 

and advisory opportunities that now constitute a substantial portion of industry demand. 

 

In response, Innovotech is undertaking a deliberate and transformative shift in strategy. The 

Company is expanding its role within the value chain while preserving its core competitive 

advantages in scientific depth, problem solving, and execution quality. The strategic focus is 

on combining deep technical expertise and high quality laboratory operations with a broader 

portfolio of services that engage clients earlier and more comprehensively across the 

product lifecycle. This includes expanding antimicrobial testing, stability studies, analytical 

chemistry, and regulatory-aligned services, while continuing to differentiate through custom 

methodologies, complex model development, and exceptional client service. 

 

Innovotech is also broadening its offerings beyond laboratory execution into regulatory and 

programme level advisory services. Building on decades of practical experience in 

antimicrobial testing, biofilms, and regulated environments, the Company has begun 

providing product regulatory consulting to support clients in designing testing strategies, 

navigating regulatory pathways, and aligning development programmes with approval 

requirements. This evolution positions Innovotech not merely as a data generator, but as a 

technical and regulatory partner. Recent engagements, including the regulatory pathway 

assessment announced with FendX Technologies (CSE: FNDX) (OTCQB: FDXTF) (FSE: E8D0), 

illustrate how this advisory capability can drive deeper client relationships, improve margins, 

and create demand for laboratory services. 

 

Operationally, the Company continues to address infrastructure constraints that have 

become more pronounced as it scales. The availability of suitable laboratory space in the 

Edmonton market remains limited, and lease costs for specialized facilities have increased 

materially. Following recent facility disruptions and relocations, management is actively 

evaluating the acquisition of a permanent laboratory facility as a means of stabilizing 

occupancy costs, controlling long term fixed expenses, and enabling purpose-built design to 

support certifications, workflow efficiency, and future expansion. Owning critical 

infrastructure, financed over time, will provide greater predictability and strategic control 

than continued exposure to escalating lease rates and landlord-driven challenges. 

 

In parallel, Innovotech is pursuing Good Laboratory Practice (GLP) certification, which is 

expected to materially expand the Company’s addressable market and address frequent 

client requests for GLP-aligned services. GLP is viewed not as an incremental upgrade, but 

as a structural enabler that allows Innovotech to participate in higher value, longer-duration 

regulated development programmes. The Company has also completed significant prior 
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investment in bringing InnovoSIL™ silver synthesis inhouse, incurring meaningful costs in 

2025 while establishing internal control over manufacturing, quality, and scalability that 

supports future commercialization options. 

 

The Company continues to evaluate strategic mergers and acquisitions that can accelerate 

this transformation by adding complementary capabilities, profitable revenue streams, and 

specialized expertise. Management’s focus is on transactions that strengthen the platform, 

reduce reliance on individual clients or programs, and enhance Innovotech’s ability to serve 

a wider range of customer needs across standardized and specialized services. Any such 

transactions will be pursued with discipline, with careful attention to integration, culture, and 

capital allocation. 

 

The current phase of the Company’s evolution is not linear and will not always produce 

positive short term financial results. The actions underway involve rebuilding elements of 

the commercial engine, broadening service offerings, and investing in infrastructure, 

compliance, and capability while operating through near term volatility. Central to this effort 

is the strength, experience, and alignment of the Company’s leadership team and broader 

organization. Innovotech has assembled a group with deep technical and operational 

experience, a growth mindset, and a demonstrated ability to build and adapt businesses 

through challenging conditions. Leadership under Craig Milne, CEO, and Jodi McDonald, 

COO, complemented by Rod Szarka’s commercial sales leadership, is focused on execution, 

accountability, and building the foundation required for sustained growth. 

 

While the disruptions experienced in Q1-2026 are significant, the actions underway are 

intentionally focused on building a larger, more capable, and more resilient organization. 

Innovotech is choosing transformation over incremental change, with the objective of 

positioning the Company to participate meaningfully in a much larger share of the global 

market for microbiology, antimicrobial testing, and regulated laboratory services over the 

next few years. 

 

End. 
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