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PART  I   —   FINANCIAL INFORMATION 
 
Item 1. Financial Statements 
  

See notes to condensed consolidated financial statements 
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Defense Technologies International Corp. 
(Formerly Canyon Gold Corp.)  

Condensed Consolidated Balance Sheets  

   
January 31, 

2017    
April 30, 

2016  
ASSETS   (Unaudited)        
Current assets:            
   Cash   $ 136    $ 23 
   Prepaid expenses     1,000      18,169 
   Total current assets     1,136      18,192 
               
License agreement     378,600      - 
               
Total assets   $ 379,736    $ 18,192 

               
LIABILITIES AND STOCKHOLDERS' DEFICIT         
Current liabilities:              
   Accounts payable   $ 286,988    $ 150,362 
   Accrued license agreement payments     25,000      - 
   Accrued interest and fees payable     37,808      63,979 
   Accrued interest payable – related parties     12,957      17,846 
   Convertible notes payable, net of discount     581,532      63,486 
   Convertible notes payable – related parties     57,050      57,050 
   Notes payable – related parties     34,426      79,656 
   Derivative liabilities     510,893      2,081,931 
   Payables – related parties     243,628      565,459 
   Total current liabilities     1,790,282      3,079,769 
               
   Total liabilities     1,790,282      3,079,769 
               
Commitments and Contingencies              
               
Stockholders' deficit:              
   Preferred stock, $0.0001 par value; 20,000,000 shares authorized, 1,973,545 and 1,100,000 shares issued and outstanding, respectively     197      110 
   Common stock, $0.0001 par value; 200,000,000 shares authorized, 33,818,513 and 21,249,676 shares issued and outstanding, respectively     3,382      2,125 
   Additional paid-in capital     3,355,528      1,447,968 
   Accumulated deficit     (4,782,275)     (4,511,780) 

   Total     (1,423,168)     (3,061,577) 
   Non-controlling interest     12,622      - 
   Total stockholders' deficit     (1,410,546)     (3,061,577) 
               
Total liabilities and stockholders' deficit   $ 379,736    $ 18,192 



  

  

 
See notes to condensed consolidated financial statements 
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Defense Technologies International Corp. 
(Formerly Canyon Gold Corp.) 

Condensed Consolidated Statements of Operations 
(Unaudited) 

     
 Three Months Ended 

January 31,           
Nine Months Ended 

January 31,       
      2017        2016        2017        2016   
                             
Revenue   $ -    $ -    $ -    $ - 
                             
Expenses:                            
   General and administrative     192,337      163,964      1,160,683      281,125 
   Exploration costs     -      1,763      1,452      5,138 
                             
   Total expenses     192,337      165,727      1,162,135      286,263 
                             
Loss from operations     (192,337)     (165,727)     (1,162,135)     (286,263) 
                             
Other income (expense):                            
   Interest expense     (117,280)     (19,461)     (555,641)     (109,881) 
   Gain (loss) on derivative liability     (238,802)     (47,257)     1,084,350      (192,198) 
   Gain on extinguishment of debt     48,429      -      359,618      155,459 
                             
   Total other income (expense)     (307,653)     (66,718)     888,327      (146,620) 
                             
Loss before income taxes     (499,990)     (232,445)     (273,808)     (432,883) 
                             
Provision for income taxes     -      -      -      - 
                             
Net loss     (499,990)     (232,445)     (273,808)     (432,883) 
                             
Non-controlling interest in net loss of consolidated subsidiary     3,313      -      3,313      - 
                             
Net loss attributed to the Company   $ (496,677)   $ (232,445)   $ (270,495)   $ (432,883) 

                             
Net income (loss) per common share –   basic and diluted   $ (0.02)   $ (0.01)   $ (0.01)   $ (0.02) 

                             
Weighted average common shares outstanding – basic and diluted     30,867,567      21,175,763      26,788,589      21,050,885 



 

 

  
See notes to condensed consolidated financial statements 
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Defense Technologies International Corp. 
(Formerly Canyon Gold Corp.) 

Condensed Consolidated Statements of Cash Flows 
(Unaudited) 

   
Nine Months Ended 

January 31,  
    2017     2016  
             
Cash flows from operating activities:            
   Net loss   $ (273,808)   $ (432,883) 
   Adjustments to reconcile net loss to net cash used in operating activities:              
      Common shares issued for services     591,880      91,020 
      Stock options issued for services     9,056      - 
      Non-controlling interest issued for services     6,100      - 
      Imputed interest on convertible notes payable     1,687      1,687 
      Amortization of debt discount to interest expense     508,563      30,199 
      Loan penalties added to note principal     55,000      - 
      (Gain) loss on derivative liability     (1,084,350)     192,198 
      (Gain) on extinguishment of debt     (359,618)     (155,459) 
      Change in operating assets and liabilities:              
         (Increase) decrease in prepaid expenses     875      (8,630) 
         Increase in accounts payable     72,315      36,306 
         Increase in accrued interest and fees payable     10,109      311 
         Increase in accrued interest payable – related parties     4,813      5,027 
         Increase in payables – related parties     125,945      181,727 
   Net cash used in operating activities     (331,433)     (58,497) 
               
Cash flows from investing activities:              
   Increase in advances receivable     -      (2,100) 
               
   Net cash used in investing activities     -      (2,100) 
               
Cash flows from financing activities:              
   Proceeds from convertible notes payable     477,940      104,500 
   Repayment of convertible notes payable     (132,894)     (43,985) 
   Payment of debt issuance costs     (13,500)     - 
               
   Net cash provided by financing activities     331,546      60,515 
               
Net increase (decrease) in cash     113      (82) 
               
Cash at beginning of period     23      183 
Cash at end of period   $ 136    $ 101 



 
Defense Technologies International Corp. 

(Formerly Canyon Gold Corp.) 
Notes to Condensed Consolidated Financial Statements 

January 31, 2017 
(Unaudited) 

 
 
1. Nature of Operations and Formation of PSSI 
 
Defense Technologies International Corp. (the "Company ") was incorporated in the State of Delaware on May 27, 1998.  Effective June 15, 2016, the Company changed its name to 
Defense Technologies International Corp. from Canyon Gold Corp. to more fully represent the Company's expansion goals into the advanced technology sector. 
 
Effective January 12, 2017, Passive Security Scan, Inc. ("PSSI") was incorporated in the state of Utah as a wholly owned subsidiary.  The Company has approved the merger of its 
wholly-owned subsidiary, Long Canyon Gold Resources Corp. ("Long Canyon"), into PSSI, with PSSI the surviving entity.  The merger will not be effective until the articles of merger 
are filed with the state of Utah.  The Company transferred to PSSI its exclusive world-wide license to the defense, detection and protection security products previously acquired by the 
Company (see Note 3).  As discussed in Note 3, 34.62% of PSSI was acquired by several individuals and entities.  The Company owns the remaining 65.38% of PSSI. 
 
Going Concern 
 
These condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America applicable to a 
going concern.  Through January 31, 2017, the Company has no revenues, has accumulated losses of $4,782,275 and total stockholders' deficit of $1,410,546 and expects to incur further 
losses in the development of its business, all of which cast substantial doubt about the Company's ability to continue as a going concern.  Management plans to continue to provide for 
the Company's capital needs during calendar year 2017 by issuing debt and equity securities and by the continued support of its related parties (see Note 4).  Immediate plans include 
raising the necessary capital to continue the development of the defense, detection and protection technology and conduct all sales and marketing activities in PSSI.  The condensed 
consolidated financial statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts or amounts and classification of liabilities 
that might be necessary should the Company be unable to continue in existence.  There is no assurance that funding will be available to continue the Company's business operations 
and to successfully develop and market its defense, detection and protection security products. 
 
2. Basis of Presentation and Summary of Significant Accounting Policies 
 
These condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States.  The Company's fiscal year 
end is April 30. 
 
The interim condensed consolidated financial statements have been prepared without audit in accordance with accounting principles generally accepted in the United States for interim 
financial information and with the instructions to Securities and Exchange Commission ("SEC") Form 10-Q.  They do not include all of the information and footnotes required by 
generally accepted accounting principles for complete financial statements.  Therefore, these unaudited interim condensed consolidated financial statements should be read in 
conjunction with the Company's audited financial statements and notes thereto for the year ended April 30, 2016 included in its Annual Report on Form 10-K filed with the SEC. 
 
The interim condensed consolidated financial statements included herein are unaudited; however, they contain all normal recurring accruals and adjustments that, in the opinion of 
management, are necessary to present fairly the Company's consolidated financial position as of January 31, 2017, the consolidated results of its operations for the three and nine 
months ended January 31, 2017 and 2016 and its consolidated cash flows for the nine months ended January 31, 2017 and 2016.  The results of operations for any interim period are not 
necessarily indicative of the results to be expected for the full fiscal year. 
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Consolidation and Non-Controlling Interest 
 
These condensed consolidated financial statements include the accounts of the Company, and its wholly owned subsidiary, Long Canyon, through January 15, 2017, and its majority-
owned subsidiary, PSSI from its formation on January 15, 2017.  All inter-company transactions and balances have been eliminated. 
 
The non-controlling interest in PSSI, representing 7,941,436 common shares, or 34.62%, was acquired by several individuals and entities, including related parties, in exchange for 
services valued at $6,100 and the extinguishment of Company accounts payable – related parties with a book value of $9,835. 
 
Use of Estimates 
 
The preparation of 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 revenue and expenses during the reporting 
period. Actual results could differ from those estimates. 
 
Derivative Liabilities 
 
We have identified the conversion features of our convertible notes payable as derivatives.  We estimate the fair value of the derivatives associated with our convertible notes payable 
using the Black-Scholes pricing model.  We estimate the fair value of the derivative liabilities at the inception of the financial instruments, at the date of conversions to equity and at 
each reporting date, recording a derivative liability, debt discount, additional paid-in capital and a gain or loss on change in derivative liabilities as applicable.  These estimates are based 
on multiple inputs, including the market price of our stock, interest rates, our stock price volatility, variable conversion prices based on market prices as defined in the respective 
agreements and probabilities of certain outcomes based on management projections.  These inputs are subject to significant changes from period to period; therefore, the estimated fair 
value of the derivative liability and associated gain or loss on derivative liability will fluctuate from period to period and the fluctuation may be material. 
 
Net Income (Loss) per Common Share 
 
Basic net income or loss per common share is calculated by dividing the Company's net income or loss by the weighted average number of common shares outstanding during the 
period.  Diluted net income or loss per common share is calculated by dividing the Company's net income or loss by sum of the weighted average number of common shares 
outstanding and the dilutive potential common share equivalents then outstanding.  Potential dilutive common share equivalents consist of shares issuable upon exercise of 
outstanding stock options and warrants, using the treasury stock method and the average market price per share during the period, and conversion of convertible debt, using the if 
converted method.  As of January 31, 2017, the Company had 147,080,550 potential shares issuable under outstanding options, warrants, preferred stock and convertible debt. 
 
Reclassifications 
 
Certain amounts in the 2016 condensed consolidated financial statements have been reclassified to conform with the current year presentation. 
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3. License Agreement 
 
Effective July 15, 2016, the Company executed documents intended to finalize the acquisition of 100% of Defense Technology Corporation, a non-related privately held Colorado 
company ("DTC"), a developer of defense, detection and protection products to improve security for Anchor schools and other public facilities.  Subsequently, the Company and DTC 
mutually agreed to rescind the acquisition of DTC and entered into a Rescission Agreement and Mutual Release (the "Rescission Agreement"), dated October 17, 2016. 
 
In connection with the Rescission Agreement with the Company, DTC rescinded its agreement with the inventor and developer of the technology and assets that were subject to the 
original agreement between the Company and DTC.  On October 19, 2016, the Company entered into a new Definitive Agreement with Controlled Capture Systems, LLC ("CCS"), 
representing the inventor of the technology and assets previously acquired by DTC, that included a new exclusive Patent License Agreement and Independent Contractor agreement.  
Under the license agreement with CCS, the Company acquired the world-wide exclusive rights and privileges to the CCS security technology, patents, products and improvements.  The 
term of the License Agreement shall be from October 19, 2016 until the expiration of the last to expire of the licensed issued patents or patents to be issued. 
 
The Company agreed to pay CCS an initial licensing fee of $25,000 and to pay ongoing royalties at the end of each six-month period at the rate of the greater of 5% of gross sales used 
or sold, or the minimum royalty payment of $25,000.  The Company also agreed to compensate investors that have provided funding for the development of CCS's technology with 
4,000,000 shares of the Company's common stock.  Additionally, CCS will be entitled to receive 250,000 shares of the Company's common stock upon completed sales of 1,000 passive 
scanner units based on the CCS technology. 
 
The Independent Contractor Agreement between the Company and CCS provides that CCS will provide support for the development of the security technology and products.  An 
initial payment of $5,000 is to be paid to CCS plus ongoing hourly compensation for services provided. 
 
The Company capitalized the costs to acquire the License Agreement, including the $25,000 initial licensing fee and the estimated value of $353,600 of the 4,000,000 shares of the 
Company's common stock issued on November 10, 2016 to the CCS investors, which value was based on the closing market price of the Company's common stock on the date of the 
Definitive Agreement. The Company has recorded a current liability of $25,000 for the remaining obligation in its consolidated balance sheet as of January 31, 2017.  Once sales of 
products based on the CCS technology begin, the Company will amortize the capitalized costs over the estimated life of the license agreement as determined by the legal life of patents 
issued. 
 
On January 15, 2017, the Company transferred the License Agreement to PSSI in exchange for 15,000,000 common shares of PSSI, or 65.38% ownership.  The Company plans to continue 
the development of the technology and conduct all sales and marketing activities in PSSI. 
       
On January 22, 2017, the Company and CCS entered into an Amendment to the Definitive Agreement, whereby CCS consented to the transfer of the Definitive Agreement, Patent 
License Agreement and Independent Contractor Agreement to PSSI and agreed to extend the due dates of certain payments due CCS to April 30, 2017.  In exchange, CCS received 
100,000 shares of PSSI common stock. 
  
Also in connection with the Amendment to the Definitive Agreement, the investors that provided funding for the development of CCS's technology received 500,000 shares of PSSI 
common stock. 
 
4. Related Party Transactions and Balances 
 
Management and administrative services are currently compensated as per a Service Agreement between the Company and its Chief Executive Officer and Director executed on April 25, 
2016, a Service Agreement between the Company and a Director executed on May 20, 2016, and an Administration Agreement with a related party executed on March 15, 2011 and 
renewed on May 1, 2015, whereby the fee is based on services provided and invoiced by the related parties on a monthly basis and the fees are paid in cash when possible or with 
common stock.  The Company also, from time to time, has some of its expenses paid by related parties with the intent to repay.  These types of transactions, when incurred, result in 
payables to related parties in the Company's consolidated financial statements as a necessary part of funding the Company's operations. 
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As of January 31, 2017, and April 30, 2016, the Company had payable balances due to related parties totaling $243,628 and $565,459, respectively, which resulted from transactions with 
these related parties and other significant shareholders. 
 
On December 17, 2016, the Company issued 561,000 shares of its common stock in payment of $56,100 of payables – related parties. 
 
On December 31, 2016, the Company issued 763,681 shares of its preferred stock in payment of $381,841 of payables – related parties. 
 
On January 31, 2017, $9,835 of payables – related parties were extinguished by the related party for a non-controlling interest in PSSI. 
 
Convertible notes payable – related parties consisted of the following at: 
 

 
Convertible notes payable – related parties issued prior to the fiscal year ended April 30, 2014 were convertible 30 days from the first day the Company's common shares are qualified for 
trading on the OTC Bulletin Board, which occurred in November 2012.  As of January 31, 2017, the convertible note payable – related party of $25,000 had not been converted and 
therefore is in default. 
 
Notes payable – related parties are currently in default and consisted of the following at: 
 

 
Accrued interest payable – related parties was $12,957 and $17,846 at January 31, 2017 and April 30, 2016, respectively. 
 
On December 31, 2016, the Company issued 109,864 shares of its preferred stock to a related party in payment of $45,230 note principal and $9,702 accrued interest payable. 
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January 31, 

2017    
April 30, 

2016  
               
Note payable to related party, no interest, convertible into common stock of the Company at $0.10 per share, 
imputed interest at 9% per annum   $ 25,000    $ 25,000 
Note payable to related party, interest at 6%, convertible into common stock of the Company at $0.10 per share     32,050      32,050 
               
    $ 57,050    $ 57,050 

 

 
January 31, 

2017    
April 30, 

2016  
               
Note payable to related party, with interest at 6% per annum, due September 15, 2013   $ 24,656    $ 24,656 
Note payable to related party, with interest at 6% per annum, due March 8, 2014     7,500      7,500 
Note payable to related party, with interest at 6% per annum, due December 5, 2013     2,270      47,500 
               
    $ 34,426    $ 79,656 



 
The Company issued 350,000 of its common shares, valued at $105,000, in May 2016, and 350,000 of its common shares, valued at $57,750, in August 2016 to its Chief Executive Officer 
pursuant to his Service Agreement. 
 
The Company issued 250,000 of its common shares, valued at $112,500, in August 2016 to a Director. 
 
5. Convertible Notes Payable 
 
Convertible notes payable consisted of the following at: 
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January 31, 

2017    
April 30, 

2016  
               
Note payable, amended April 30, 2016, with interest at 6% per annum, convertible into common stock of 
the Company at $0.05 per share 90 days from demand   $ 11,000    $ 11,000 
Note payable, amended April 30, 2016, with interest at 6% per annum, convertible into common stock of 
the Company at $0.05 per share 90 days from demand     9,000      9,000 
Note payable, amended April 30, 2016, with interest at 6% per annum, convertible into common stock of 
the Company at $0.05 per share 90 days from demand     91,150      141,150 
Note payable, amended April 30, 2016, with interest at 6% per annum, convertible into common stock of 
the Company at $0.05 per share 90 days from demand     14,500      14,500 
Note payable, amended April 30, 2016, with interest at 6% per annum, convertible into common stock of 
the Company at $0.05 per share 90 days from demand     20,000      20,000 
Note payable, with interest at 6% per annum, convertible into common stock of the Company at $0.05 per 
share     17,000      17,000 
Note payable, with interest at 6% per annum, convertible into common stock of the Company at $0.05 per 
share     53,650      - 
Note payable to institutional investor, with interest at 10% per annum, convertible into common stock of the 
Company at a defined conversion price     6,000      - 
Note payable to institutional investor, with interest at 8% per annum, convertible into common stock of the 
Company at a defined conversion price     234,000      - 
Note payable, with interest at 6% per annum, convertible into common stock of the Company at $0.10 per 
share     23,750      - 
Note payable to institutional investor, with interest at 12% per annum, convertible into common stock of the 
Company at a defined conversion price     25,000      - 
Note payable to institutional investor, with interest at 8% per annum, convertible into common stock of the 
Company at a defined conversion price     37,000      - 
Note payable to institutional investor, with interest at 9% per annum, convertible after 180 days into common 
stock of the Company at a defined conversion price     35,000      - 
Note payable to institutional investor, with interest at 9% per annum, convertible after 180 days into common 
stock of the Company at a defined conversion price     40,000      - 
Note payable, with interest at 6% per annum, convertible into common stock of the Company at $0.035 per 
share     4,190      - 
Note payable, with interest at 6% per annum, convertible into common stock of the Company at $0.035 per 
share     17,350      - 
Note payable to institutional investor, with interest at 8% per annum, convertible after 180 days into common 
stock of the Company at a defined conversion price     37,000      - 
Note payable to institutional investor repaid in August 2016     -      41,000 
Note payable to institutional investor repaid in July 2016     -      55,500 
Note payable to institutional investor repaid in July 2016     -      39,000 
Total     675,590      348,150 
               
Less discount     (94,058)     (284,664) 
               
    $ 581,532    $ 63,486 



On April 30, 2016, the convertible notes payable with principal balances of $11,000, $9,000, $141,150, $14,500 and $20,000 were amended to establish a conversion price of $0.05 per share, 
interest at 6% retroactive to the original issuance date of the notes, and a conversion date of 90 days from demand of the lender.  The amendments were determined to be 
extinguishments of the prior debt and the issuance of new debt in accordance with ASC 470-50, Debt – Modifications and Extinguishments, resulting in a loss on extinguishment of 
debt totaling $33,237.  In addition, the Company recorded a debt discount and a beneficial conversion feature totaling $195,650 at the inception of the new debt. 
 
On March 10, 2016, the Company entered into a convertible promissory note for $17,000, which bears interest at an annual rate of 6% and is convertible into shares of the Company's 
common stock at $0.05 per share.  The Company recorded a debt discount and a beneficial conversion feature of $17,000 at the inception of the note. 
 
On February 4, 2016, the Company entered into a convertible promissory note with an institutional investor for $41,000, which matures on February 4, 2017.  The investor had the right, 
after the first 180 days of the note, to convert the note and accrued interest in whole or in part into shares of the common stock of the Company at a price per share equal to 60% 
(representing a discount rate of 40%) of the lowest bid price of the Company's common stock during the 60 consecutive trading days immediately preceding the date of the conversion 
notice.  At the inception of the convertible note to institutional investor, the Company paid debt issuance costs of $2,500, and recorded a debt discount of $41,000, including an original 
issue discount of $3,500, a derivative liability of $78,034 related to the conversion feature, and a loss on derivative liability of $40,534.  Interest expense for the amortization of the debt 
discount was calculated on a straight-line basis over the life of the convertible note.  The note was repaid in August 2016. 
 
On June 8, 2016, the Company entered into a convertible promissory note with an institutional investor for $25,000, which bears interest at an annual rate of 10% and matures on 
December 9, 2016.  The note holder has the right, after a period of 180 days of the note, to convert the note and accrued interest into shares of the common stock of the Company at a 
discounted price per share equal to 50% to 65% of the market price of the Company's common stock, depending upon the stock's liquidity as determined by the note holder's broker.  At 
the inception of the convertible note, the Company paid debt issuance costs of $2,500, recorded a debt discount of $22,500, and recorded a derivative liability of $51,553 related to the 
conversion feature, and a loss on derivative liability of $29,053.  Interest expense for the amortization of the debt discount is calculated on a straight-line basis over the life of the 
convertible note.  The Company obtained an extension of the maturity date to December 22, 2016 in exchange for the principal amount of the note increasing from $25,000 to $45,000.  On 
December 15, 2016, the Company paid the lender a principal payment of $35,000, and on December 26, 2016, the lender converted $4,000 principal into 129,032 shares of the Company's 
common stock.  The remaining principal balance of $6,000 is in default as of January 31, 2017. 
 
On July 18, 2016, the Company entered into a Senior Secured Convertible Promissory Note with an institutional investor for $189,000, with net proceeds to the Company of $175,000.  
The note was subsequently amended to a total principal of $200,000, with net proceeds to the Company of $185,000.  The note bears interest at an annual rate of 8%, matures on January 
17, 2017 and is convertible into common shares of the Company after six months at a fixed conversion price of $0.25 per share.  In the event of default, the conversion price changes to a 
variable price based on a defined discount to the market price of the Company's common stock.  As of January 17, 2017, the Company is in default on this note and a penalty of $50,000 
was added to the note principal.  The lender subsequently converted $10,000 principal into 833,334 shares of the Company's common stock on January 18, 2017 and converted $6,000 
principal into 909,091 shares of the Company's common stock on January 26, 2017. 
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On July 31, 2016, the Company entered into a convertible promissory note for $53,650, which has no defined maturity date.  The note bears interest at an annual rate of 6% and is 
payable only on conversion into shares of the Company's common stock at $0.10 per share. 
 
On August 1, 2016, the Company entered into a convertible promissory note for $23,750, which has no defined maturity date.  The note bears interest at an annual rate of 6% and is 
payable only on conversion into shares of the Company's common stock at $0.10 per share. 
 
On August 3, 2016, the Company entered into a convertible promissory note with an institutional investor for $25,000, which bears interest at an annual rate of 12% and matures on 
February 4, 2017.  The note holder has the right, after a period of 180 days of the note, to convert the note and accrued interest into shares of the common stock of the Company at a 
discounted price per share equal to 50% to 65% of the market price of the Company's common stock, depending upon the stock's liquidity as determined by the note holder's broker.  At 
the inception of the convertible note, the Company paid debt issuance costs of $2,500, recorded a debt discount of $22,500, and recorded a derivative liability of $64,942 related to the 
conversion feature, and a loss on derivative liability of $42,442.  Interest expense for the amortization of the debt discount is calculated on a straight-line basis over the life of the 
convertible note. 
 
On August 3, 2016, the Company entered into a convertible promissory note with an institutional investor for $37,000, which bears interest at an annual rate of 8% and matures on 
August 3, 2017.  The investor has the right, after the first six months of the note, to convert the note and accrued interest in whole or in part into shares of the common stock of the 
Company at a price per share equal to 55% (representing a discount rate of 45%) of the lowest bid price of the Company's common stock during the 20 trading days immediately ending 
on the last trading date prior to the conversion date.  At the inception of the convertible note to institutional investor, the Company paid debt issuance costs of $25,500, including 
150,000 shares of its common stock valued at $24,000, and recorded a debt discount of $37,000, including an original issue discount of $5,000, a derivative liability of $173,227 related to 
the conversion feature, and a loss on derivative liability of $166,727.  Interest expense for the amortization of the debt discount is calculated on a straight-line basis over the life of the 
convertible note. 
     
On September 20, 2016, the Company entered into a convertible promissory note with an institutional investor for $35,000, which bears interest at an annual rate of 9% and matures on 
June 20, 2017.  The investor has the right, commencing on the 180th day of the note, to convert the note and accrued interest in whole or in part into shares of the common stock of the 
Company at a price per share equal to 72.5% (representing a discount rate of 27.5%) of the lowest trading price of the Company's common stock during the 15 trading days prior to the 
conversion date.  At the inception of the convertible note to institutional investor, the Company recorded debt issuance costs comprised of an obligation to issue 110,000 shares of its 
common stock valued at $14,311, and recorded a debt discount of $35,000, a derivative liability of $42,432 related to the conversion feature, and a loss on derivative liability of 
$21,743.  Interest expense for the amortization of the debt discount is calculated on a straight-line basis over the life of the convertible note. 
 
On October 27, 2016, the Company entered into a convertible promissory note with an institutional investor for $40,000, which bears interest at an annual rate of 9% and matures on July 
7, 2017.  The investor has the right, commencing on the 180th day of the note, to convert the note and accrued interest in whole or in part into shares of the common stock of the 
Company at a price per share equal to 72.5% (representing a discount rate of 27.5%) of the lowest trading price of the Company's common stock during the 15 trading days prior to the 
conversion date.  At the inception of the convertible note to institutional investor, the Company recorded a debt discount of $40,000, a derivative liability of $47,939 related to the 
conversion feature, and a loss on derivative liability of $7,939.  Interest expense for the amortization of the debt discount is calculated on a straight-line basis over the life of the 
convertible note. 
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On November 1, 2016, the Company entered into a convertible promissory note for $4,190, which has no defined maturity date.  The note bears interest at an annual rate of 6% and is 
payable only on conversion into shares of the Company's common stock at $0.10 per share. 
 
On December 15, 2016, the Company entered into a convertible promissory note with an institutional investor for $37,000, which bears interest at an annual rate of 8% and matures on 
September 30, 2017.  The investor has the right, commencing on the 180th day of the note, to convert the note and accrued interest in whole or in part into shares of the common stock of 
the Company at a price per share equal to 58% (representing a discount rate of 42%) of the average of the lowest three trading price of the Company's common stock during the 15 
trading days prior to the conversion date.  At the inception of the convertible note to institutional investor, the Company recorded a debt discount of $35,000, a derivative liability of 
$96,039 related to the conversion feature, and a loss on derivative liability of $61,039.  Interest expense for the amortization of the debt discount is calculated on a straight-line basis over 
the life of the convertible note. 
 
On January 31, 2017, the Company entered into a convertible promissory note for $17,350, which has no defined maturity date.  The note bears interest at an annual rate of 6% and is 
payable only on conversion into shares of the Company's common stock at $0.035 per share. 
 
During the nine months ended January 31, 2017, the Company issued a total of 3,701,337 shares of its common stock in the conversion of $92,605 convertible notes principal and $11,644 
accrued interest payable. 
       
During the nine months ended January 31, 2017, we had the following activity in our derivative liabilities account: 
 

 
The estimated fair value of the derivative liabilities at January 31, 2017 was calculated using the Black-Scholes pricing model with the following assumptions: 
 

  
Accrued interest and fees payable were $37,808 and $63,979 at January 31, 2017 and April 30, 2016, respectively. 
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Balance at April 30, 2016   $ 2,081,931 
Issuance of new debt     147,189 
Gain on derivative liability     (1,084,350) 
Conversion of debt to shares of common stock and repayment of debt     (633,877) 
        
Balance at January 31, 2017   $ 510,893 

Risk-free interest rate     0.52 – 0.749%
Expected life in years     0.23 - 0.66 
Dividend yield     0%
Expected volatility     266.93% - 353.75%



 
6. Financial Instruments 
 
The convertible notes payable and related derivative liabilities are measured at fair value on a recurring basis and estimated as follows at January 31, 2017: 
 

 
7. Stockholders' Deficit 
 
The Company has authorized 20,000,000 shares of $0.0001 par value preferred stock and 200,000,000 shares of $0.0001 par value common stock. 
 
During the nine months ended January 31, 2017, the Company issued a total of 873,545 shares of its preferred stock: 763,681 shares in payment of payables – related party of $381,841 
and 109,864 shares in payment of notes payable – related parties principal of $45,230 and accrued interest payable of $9,702. 
 
During the nine months ended January 31, 2017, the Company issued a total of 12,568,837 shares of its common stock: 3,330,000 shares for services valued at $591,880; 4,126,500 shares 
in payment of accounts payable and accrued expenses of $373,686, recognizing a gain on extinguishment of debt of $4,550; 561,000 shares in payment of payables – related party of 
$56,100; 3,701,337 shares in the conversion of debt principal of $92,605 and accrued interest payable of $11,644; 550,000 shares valued at $80,000 for debt issuance costs; and 300,000 
shares valued at $38,400 for settlement of warrants (see Note 8). 
 
All issuances of the Company's common stock for non-cash consideration have been assigned a dollar amount equaling either the market value of the shares issued or the value of 
consideration received whichever is more readily determinable.  Most of the non-cash consideration received pertaining to services rendered by consultants and others has been valued 
at the market value of the shares issued. 
 
8.  Stock Options and Warrants 
 
During the nine months ended January 31, 2017, the Company issued warrants to a lender to purchase 250,000 shares of the Company's common stock at an exercise price of $0.60 per 
share.  The warrants vested upon grant and expire on July 17, 2018.  The Company estimated the grant date fair value of the warrants at $14,365 using the Black-Scholes option-pricing 
model and charged the amount to debt discount. 
 
During the nine months ended January 31, 2017, the Company issued warrants to a consultant to purchase 50,000 shares of the Company's common stock at an exercise price of $0.50 
per share. The warrants vested upon grant and expire on June 14, 2017.  The Company estimated the grant date fair value of the warrants at $9,056 using the Black-Scholes option-
pricing model and charged the amount to general and administrative expenses. 
 
The following assumptions were used in estimating the value of the warrants: 
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    Total     Level 1     Level 2     Level 3  
                         
Derivative liabilities   $ 510,893    $ -    $ -    $ 510,893 
Convertible notes payable, net     581,532      -      -      581,532 
                             
Total liabilities measured at fair value   $ 1,092,425    $ -    $ -    $ 1,092,425 

Risk free interest rate     .55 - .68%
Expected life in years     1.0 - 2.0 
Dividend yield     0%
Expected volatility     137.99 – 351.37%



A summary of the Company's stock options and warrants as of January 31, 2017, and changes during the nine months then ended is as follows: 
 

 
The aggregate intrinsic value in the preceding table represents the total pretax intrinsic value, based on our closing stock price of $0.005 as of January 31, 2017, which would have been 
received by the holders of in-the-money options had the option holders exercised their options as of that date.  
 
The Company and a warrant holder ("Holder") entered into a Warrant Settlement Agreement on August 9, 2016 whereby the Holder exercised 68,333 shares in exchange for a cash 
payment by the Company of $50,000 and the issuance by the Company of 300,000 of its common shares, valued at $38,400.  The total obligation of $88,400 has been recorded as a 
reduction of additional paid-in capital. 
 
9. Contingencies and Commitments 
 
The Company has the following material commitments as of January 31, 2017: 
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Shares    

 
Weighted 
Average 

Exercise Price  

Weighted Average 
Remaining 

Contract Term 
(Years) 

     
 

Aggregate 
Intrinsic 

Value 
                                  
Outstanding at April 30, 2016    1,068,333   $ 1.56            
Granted    300,000   $ 0.58            
Exercised    (68,333)  $ 0.60            
Forfeited or expired    -   $ -            

                                    
Outstanding and exercisable at January 31, 2017    1,300,000   $ 1.39  1.32   $   -

a)  Administration Agreement with EMAC Handels AG, renewed effective May 1, 2015 for a period of three years. Monthly fee for administration services of $5,000, 
office rent of $250 and office supplies of $125.  Extraordinary expenses are invoiced by EMAC on a quarterly basis.  The fee may be paid in cash and or with common 
stock. 

b)  Service Agreement signed April 25, 2016 with Merrill W. Moses, President, Director and CEO, for services of $7,500 per month beginning May 2016 and the issuance 
of a total 700,000 restricted common shares of the Company.  The fees may be paid in cash and or with common stock. 

c)  Service Agreement signed May 20, 2016 with Charles C. Hooper, Director, for services of $5,000 per month beginning May 2016 and the issuance of 250,000 restricted 
common shares of the Company.  The fees may be paid in cash and or with common stock. 

d)  Administration and Management Agreement of PSSI signed January 12, 2017 with RAB Investments AG, for general fees of $5,000 per month, office rent of $250 and 
telephone of $125 beginning January 2017, the issuance of 3,000,000 common shares of PSSI and a 12% royalty calculated on defines sales revenues payable within 10 
days after the monthly sales. 

e)  Service Agreement of PSSI signed January 12, 2017 with Merrill W. Moses, President, Director and CEO, for services of $2,500 per month beginning February 2017 
and the issuance of 500,000 common shares of PSSI. 

f)  Business Development and Consulting Agreement of PSSI signed January 15, 2017 with WSMG Advisors, Inc., for finder's fees of 10% of funding raised for PSSI and 
the issuance of 1,500,000 common shares of PSSI. 



 
10. Recent Accounting Pronouncements 
 
In January 2017, the FASB issued Accounting Standards Update ("ASU") No. 2017-4, "Intangibles – Goodwill and Other (Topic 350): "Simplifying the Test for Goodwill Impairment."  
This update simplifies how an entity is required to test goodwill for impairment by eliminating Step 2 from the goodwill impairment test.  Step 2 measures a goodwill impairment loss by 
comparing the implied fair value of a reporting unit's goodwill with the carrying amount of that goodwill.  Instead, under the amendments in this update, an entity should perform its 
annual, or interim, goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount.  An entity should recognize an impairment charge for the amount by 
which the carrying amount exceeds the reporting unit's fair value.  An entity should apply the amendments in this update on a prospective basis.  An entity is required to disclose the 
nature of and reason for the change in accounting principle upon transition.  That disclosure should be provided in the first annual period and in the interim period within the first 
annual period when the entity initially adopts the amendments in this update. A public business entity that is an SEC filer should adopt the amendments in this Update for its annual or 
any interim goodwill impairment tests in fiscal years beginning after December 15, 2019.  The Company is currently unable to determine the impact on its consolidated financial 
statements of the adoption of this new accounting pronouncement. 
 
In January 2017, the FASB issued ASU No. 2017-1, "Business Combinations (Topic 805): Clarifying the Definition of a Business."  The amendments in this update clarify the definition 
of a business with the objective of adding guidance to assist entities with evaluating whether transactions should be accounted for as acquisitions (or disposals) of assets or 
businesses.  The definition of a business affects many areas of accounting including acquisitions, disposals, goodwill, and consolidation.  The amendments of this ASU are effective 
for public business entities for annual periods beginning after December 15, 2018, and interim periods within annual periods beginning after December 15, 2019.  The amendments in this 
Update are to be applied prospectively on or after the effective date.  The Company is currently unable to determine the impact on its consolidated financial statements of the adoption 
of this new accounting pronouncement. 
 
In October 2016, the FASB issued Accounting Standards Update ("ASU") No. 2016-17, "Consolidation (Topic 810): Interests Held Through Related Parties That are Under Common 
Control." This update amends the consolidation guidance on how a reporting entity that is the single decision maker of a variable interest entity ("VIE") should treat indirect interests in 
the entity held through related parties that are under common control with the reporting entity when determining whether it is the primary beneficiary of that VIE. The primary 
beneficiary of a VIE is the reporting entity that has a controlling financial interest in a VIE and, therefore, consolidates the VIE. A reporting entity has an indirect interest in a VIE if it has 
a direct interest in a related party that, in turn, has a direct interest in the VIE. The amendments in this ASU are effective for public business entities for fiscal years beginning after 
December 15, 2016, including interim periods within those fiscal years. Early adoption is permitted, including adoption in an interim period. If an entity early adopts the amendments in 
an interim period, any adjustments should be reflected as of the beginning of the fiscal year that includes that interim period. The Company is currently unable to determine the impact 
on its consolidated financial statements of the adoption of this new accounting pronouncement. 
  
In August 2016, the FASB issued ASU No. 2016-15, "Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments." This ASU addresses eight 
specific cash flow issues with the objective of reducing the existing diversity in practice. The amendments in this ASU are effective for public business entities for fiscal years 
beginning after December 15, 2017, and interim periods within those fiscal years. Early adoption is permitted. The Company is currently unable to determine the impact on its 
consolidated financial statements of the adoption of this new accounting pronouncement. 
 
Although there are several other new accounting pronouncements issued or proposed by the FASB, which the Company has adopted or will adopt, as applicable, the Company does 
not believe any of these accounting pronouncements has had or will have a material impact on its consolidated financial position or results of operations. 
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11. Supplemental Statement of Cash Flows Information 
 
During the nine months ended January 31, 2017 and 2016, the Company paid $165,317 and $67,514 for interest. 
 
During the nine months ended January 31, 2017 and 2016, the Company paid no amounts for income taxes. 
 
During the nine months ended January 31, 2017, the Company had the following non-cash investing and financing activities: 
 

In debt conversions, increased common stock by $370, increased additional paid-in capital by $342,851, decreased convertible notes payable by $92,605, decreased accrued 
interest and fees payable by $11,644, decreased debt discount by $39,837 and decreased derivative liabilities by $67,826. 

 
Increased accounts payable and debt discount by $14,311. 

 
Increased debt discount and additional paid-in capital by $52,136 for beneficial conversion feature of new convertible notes payable. 

 
Increased debt discount and decreased prepaid expenses by $16,294. 

 
Increased debt discount and derivative liability by $147,189. 

 
Increased common stock by $413 and additional paid-in capital by $373,273 and decreased accrued interest and fees payable by $24,636 and accrued license agreement 
payments by $353,600. 

 
Increased debt discount and additional paid-in capital by $14,365 for the issuance of warrants. 

 
Increased common stock and decreased additional paid-in capital by $30 for net settlement of warrants. 

 
Increased accounts payable and decreased additional paid-in capital by $50,000 for settlement of warrants obligation. 

 
Increased license agreement and accrued license agreement payments by $378,600. 

 
Increased debt discount by $80,000, common stock by $55 and additional paid-in capital by $79,945 for issuance of common stock for debt issuance costs. 

 
Increased preferred stock by $11, increased additional paid-in capital by $54,921, decreased notes payable – related parties by $45,230 and decreased accrued interest payable 
– related parties by $9,702. 

 
Increased preferred stock by $76, increased additional paid-in capital by $381,841 and decreased payables – related parties by $381,841. 

 
Increased non-controlling interest and decreased payables – related parties by $9,835. 

 
Increased common stock by $56, increased additional paid-in capital by $56,044 and decreased payables – related parties by $56,100. 

 
During the nine months ended January 31, 2016, the Company had the following non-cash investing and financing activities: 
 

Increased common stock by $18, increased additional paid-in capital by $33,969, decreased convertible notes payable by $10,014, decreased debt discount by $2,594 and 
decreased derivative liability by $24,051. 

 
Decreased debt discount by $10,723 and derivative liability by $168,698. 

 
Increased debt discount and derivative liability by $84,500. 
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12. Subsequent Events 
 
In accordance with ASC 855, Subsequent Events, the Company has evaluated subsequent events to determine events occurring after January 31, 2017 that would have a material impact 
on the Company's financial results or require disclosure. 
 
Issuances of Common Shares 
 
Subsequent to January 31, 2017 the Company issued a total of 10,761,435 shares of its common stock in conversion of convertible notes principal totaling $19,156. 
 
Subsequent to January 31, 2017, the Company received additional debt funding from current lenders totaling $15,000. 
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Item 2.    Management's Discussion and Analysis of Financial Condition and Results of Operations 
 
Overview 
 

The following information should be read in conjunction with the condensed consolidated financial statements and notes thereto appearing elsewhere in this Form 10-Q. 
 

Defense Technologies International Corp. (the "Company ") was incorporated in the State of Delaware on May 27, 1998.  Effective June 15, 2016, the Company changed its name to 
Defense Technologies International Corp. from Canyon Gold Corp. to more fully represent the Company's expansion goals into the advanced technology sector. 
 

Effective January 12, 2017, Passive Security Scan, Inc. ("PSSI") was incorporated in the state of Utah.  The Company merged its wholly-owned subsidiary, Long Canyon Gold 
Resources Corp. ("Long Canyon"), into PSSI, with PSSI the surviving entity.  As discussed below, the Company transferred its exclusive world-wide license to the defense, detection 
and protection security products previously acquired by the Company, as discussed below, in exchange for a controlling interest in PSSI. 
 

Effective July 15, 2016, the Company executed documents intended to finalize the acquisition of 100% of Defense Technology Corporation, a privately held Colorado company 
("DTC"), a developer of defense, detection and protection products to improve security for Anchor schools and other public facilities.  Subsequently, the Company and DTC mutually 
agreed to rescind the acquisition of DTC and entered into a Rescission Agreement and Mutual Release (the "Rescission Agreement"), dated October 17, 2016. 
 

In connection with the Rescission Agreement with the Company, DTC rescinded its agreement with the inventor and developer of the technology and assets that were subject to 
the original agreement between the Company and DTC.  On October 19, 2016, the Company entered into a new Definitive Agreement with Controlled Capture Systems, LLC ("CCS"), 
representing the inventor of the technology and assets previously acquired by DTC, that included a new exclusive Patent License Agreement and Independent Contractor agreement.  
Under the license agreement with CCS, the Company acquired the world-wide exclusive rights and privileges to the CCS security technology, patents, products and improvements.  The 
term of the License Agreement shall be from October 19, 2016 until the expiration of the last to expire of the licensed issued patents or patents to be issued. 
 

The Company agreed to pay CCS an initial licensing fee of $25,000 and to pay ongoing royalties at the end of each six-month period at the rate of the greater of 5% of gross sales 
used or sold, or the minimum royalty payment of $25,000.  The Company also agreed to compensate investors that have provided funding for the development of CCS's technology with 
4,000,000 shares of the Company's common stock.  Additionally, CCS will be entitled to receive 250,000 shares of the Company's common stock upon completed sales of 1,000 passive 
scanner units based on the CCS technology. 
 

The Independent Contractor Agreement between the Company and CCS provides that CCS will provide support for the development of the security technology and products.  An 
initial payment of $5,000 is to be paid to CCS plus ongoing hourly compensation for services provided. 
 

The Company capitalized the costs to acquire the License Agreement, including the $25,000 initial licensing fee and the estimated value of $353,600 of the 4,000,000 shares of the 
Company's common stock issued on November 10, 2016 to the CCS investors, which value was based on the closing market price of the Company's common stock on the date of the 
Definitive Agreement. The Company has recorded a current liability of $25,000 for the remaining obligation in its consolidated balance sheet as of January 31, 2017.  Once sales of 
products based on the CCS technology begin, the Company will amortize the capitalized costs over the estimated life of the license agreement as determined by the legal life of patents 
issued. 
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On January 15, 2017, the Company transferred the License Agreement to PSSI in exchange for 15,000,000 common shares of PSSI, or 65.38% ownership.  The Company plans to 
continue the development of the technology and conduct all sales and marketing activities in PSSI. 
 

The security products licensed from CCS and to be developed by the Company are designed for personal and collateral protection.  The proposed detection technology is intended 
to provide passive security scanning units for either walk-through or hand-held use.  The units use electromagnets and do not emit anything (such as x-rays) through the subject.  The 
Company recently completed a prototype and currently has an operational testing unit.  The units are intended to improve security for schools and other public facilities. 
 

Our principal executive office is located at 4730 South Fort Apache Road, Suite 300, Las Vegas, Nevada 89147, telephone 1-(800) 520-9485.  Additional office space is subleased from 
EMAC at 641 West 3rd Street, North Vancouver BC, Canada.  The office of DRLLC that is responsible for management of exploration program is located at 125 East Main Street # 307, 
American Fork, Utah 84003. 

Our website address is http://www.defensetechnologiesintl.com. 

  
Information on or accessed through our website is not incorporated into this Quarterly Report on Form 10-Q and is not a part of this Form 10-Q. 

 
Forward Looking and Cautionary Statements 
 

This report contains forward-looking statements relating to future events or our future financial performance.  In some cases, you can identify forward-looking statements by 
terminology such as "may," "will," "should," "expect," "intend," "plan," "anticipate," "believe," "estimate," "predict," "potential," "continue," or similar terms, variations of such terms 
or the negative of such terms.  These statements are only predictions and involve known and unknown risks, uncertainties and other factors.  Although forward-looking statements, 
and any assumptions upon which they are based, are made in good faith and reflect our current judgment, actual results could differ materially from those anticipated in such 
statements.  Except as required by applicable law, including the securities laws of the United States, we do not intend to update any of the forward-looking statements to conform these 
statements to actual results. 
 
Going Concern 
 

The accompanying condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America 
applicable to a going concern.  Through January 31, 2017, the Company has no revenues, has accumulated losses of $4,782,275 and total stockholders' deficit of $1,410,546 and expects 
to incur further losses in the development of its business, all of which cast substantial doubt about the Company's ability to continue as a going concern.  Management plans to 
continue to provide for the Company's capital needs during calendar year 2017 by issuing debt and equity securities and by the continued support of its related parties.  Immediate 
plans include raising the necessary capital to continue the development of the defense, detection and protection technology and conduct all sales and marketing activities in PSSI.  The 
condensed consolidated financial statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts or amounts and classification of 
liabilities that might be necessary should the Company be unable to continue in existence.  There is no assurance that funding will be available to continue the Company's business 
operations and to successfully develop and market its defense, detection and protection security products. 

 
Results of Operations 
 

We currently have no sources of operating revenues. Accordingly, no revenues were recorded for the three and nine months ended January 31, 2017 and 2016. 
 

Our general and administrative expenses increased $28,373 to $192,337 in the three months ended January 31, 2017 from $163,964 in the three months ended January 31, 2016, and 
increased $879,558 to $1,160,683 in the nine months ended January 31, 2017 from $281,125 in the nine months ended January 31, 2016.  The increases are due primarily to an increase in 
stock based compensation, including shares issued to our new President and to a Director, and the issuance of shares to investor relations consultants.  We also incurred an increase in 
professional fees and costs associated with the rescinded agreement with DTC, the new Definitive Agreement with CCS and the formation of PSSI. 
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Exploration costs were $0 in the three months ended January 31, 2017 compared to $1,763 in the three months ended January 31, 2016, and were $1,452 in the nine months ended 
January 31, 2017 compared to $5,138 in the nine months ended January 31, 2016.  The exploration costs for all periods consisted of State of Nevada annual claims maintenance fees and 
the costs of re-staking the Nevada mineral claims. 
 

Our interest expense increased to $117,280 in the three months ended January 31, 2017 from $19,461 in the three months ended January 31, 2016, and increased to $555,641 in the 
nine months ended January 31, 2017 from $109,881 in the nine months ended January 31, 2016.  The increase in interest expense is due primarily to new interest-bearing debt issued to 
institutional investors, related extension and early payment penalties, and to the amortization of debt discount to interest expense in the current year.  A portion of our interest expense 
is incurred to related parties. 
 

We recognized a loss on derivative liability of $238,802 and $47,257 for the three months ended January 31, 2017 and 2016, respectively.  We recognized a gain on derivative liability 
of $1,084,350 in the nine months ended January 31, 2017 and a loss on derivative liability of $192,198 in the nine months ended January 31, 2016.  We estimate the fair value of the 
derivative for the conversion feature of our convertible notes payable using the Black-Scholes pricing model at the inception of the debt, at the date of conversions to equity, cash 
payments and at each reporting date, recording a derivative liability, debt discount and a gain or loss on change in derivative liability as applicable.  These estimates are based on 
multiple inputs, including the market price of our stock, interest rates, our stock price volatility, and variable conversion prices based on market prices as defined in the respective loan 
agreements.  These inputs are subject to significant changes from period to period; therefore, the estimated fair value of the derivative liability and associated gain or loss on derivative 
liability will fluctuate from period to period and the fluctuation may be material. 
 

We recognized a gain on extinguishment of debt of $48,429 in the three months ended January 31, 2017 and $359,618 and $155,459 in the nine months ended January 31, 2017 and 
2016, respectively.  The gain on extinguishment of debt resulted primarily from the elimination of derivative liabilities upon debt extinguishment. 
 

As a result, we recognized a net loss of $499,990 and $232,445 in the three months ended January 31, 2017 and 2016, respectively, and a net loss of $273,808, and $432,883 in the nine 
months ended January 31, 2017 and 2016, respectively. 
 

Because we own 65.38% of PSSI as of January 31, 2017, we include 65.38% of the net loss of PSSI in our consolidated net loss and have reported non-controlling interest of 34.62% 
of the net loss of PSSI, or $3,313, for the three months and nine months ended January 31, 2017. 
 
Liquidity and Capital Resources 
 

At January 31, 2017, we had total current assets of $1,136, including cash of $136 and prepaid expenses of $1,000, and total current liabilities of $1,790,282, resulting in a working 
capital deficit of $1,789,146.  Included in our current liabilities and working capital deficit are derivative liabilities totaling $510,893 related to the conversion features of certain of our 
convertible notes payable.  We do not believe the derivative liabilities will require settlement in cash. 
 

A significant portion of our current liabilities as of January 31, 2017 is comprised of amounts due to related parties: accrued interest payable – related parties of $12,957; convertible 
notes payable – related parties of $57,050; notes payable – related parties of $34,426; and payables – related parties of $243,628.  We anticipate that in the short-term, operating funds 
will continue to be provided by related parties and other lenders. 
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At January 31, 2017, we had total convertible notes payable of $581,532, net of discount of $95,816.  Several of the note agreements require repayment through conversion of 
principal and interest into shares of the Company's common stock.  We anticipate, therefore, converting these notes payable into shares of our common stock without the need for 
replacement financing; however, there can be no assurance that we will be successful in accomplishing this. 
 

Pursuant to eleven convertible notes payable, we received total cash proceeds of $477,940 during the nine months ended January 31, 2017.  These new short-term notes, which 
have a total principal balance of $512,940 at January 31, 2017 (including $20,000 total original interest discount), bear interest at annual rates ranging from 6% to 12% per annum and are 
convertible into common shares of the Company upon the terms and subject to the limitations and conditions set forth in the note agreements.  The notes generally contain early 
repayment penalties if repaid before defined payment dates in the note agreements. 

 
From proceeds from the new convertible notes payable, we repaid $132,894 in principal of convertible notes payable and further extinguished $92,605 in principal through 

conversion of convertible notes payable to common stock. 
 

We also repaid $45,230 in principal of notes payable – related parties and $381,841 in payables – related party through the issuance of preferred stock, and repaid $56,100 in 
payables – related parties through the issuance of common stock. 
 

During the nine months ended January 31, 2017, net cash used in operating activities was $331,433, as a result of our net loss of $270,495, non-controlling interest in net loss of 
consolidated subsidiary of $3,313 and non-cash gains totaling $1,443,968, partially offset by non-cash expenses totaling $1,172,286, decrease in prepaid expenses of $875, increases in 
accounts payable of $72,315, accrued interest and fees payable of $10,109, accrued interest payable – related parties of $4,813 and payables – related parties of $125,945. 
 

During the nine months ended January 31, 2016, net cash used in operating activities was $58,497, as a result of our net loss of $432,883, gain on extinguishment of debt of $155,459, 
and increase in prepaid expenses of $8,630, partially offset by non-cash expenses totaling $315,104, and increases in accounts payable of $36,306, accrued interest payable of $311, 
accrued interest payable – related parties of $5,027, and payables – related parties of $181,727. 
 

During the nine months ended January 31, 2017, we had no net cash provided by or used in investing activities.  During the nine months ended January 31, 2016, we had net cash 
used in investing activities of $2,100, comprised of an increase in advances receivable. 
 

During the nine months ended January 31, 2017, net cash provided by financing activities was $331,546, comprised of proceeds from convertible notes payable of $477,940, partially 
offset by repayment of convertible notes payable of $132,894 and payment of debt issuance costs of $13,500. 
 

During the nine months ended January 31, 2016, net cash provided by financing activities was $60,515, comprised of proceeds from convertible notes payable of $104,500, partially 
offset by repayment of convertible notes payable of $43,985. 
 

We have not realized any revenues since inception and paid expenses and costs with proceeds from the issuance of securities as well as by loans from investor, stockholders and 
other related parties. 
 

Our immediate goal is to provide funding for the completion of the initial production of the Offender Alert Passive Scan licensed from CCS.  The Offender Alert Passive Scan is an 
advanced passive scanning system for detecting and identifying concealed threats. 
 

We believe a related party and other lenders will provide sufficient funds to carry on general operations in the near term and fund DTC's production and sales.  We expect to raise 
additional funds from the sale of securities, stockholder loans and convertible debt.  However, we may not be successful in our efforts to obtain financing to carry out our business 
plan. 
 

As of January 31, 2017, we did not have sufficient cash to fund our operations for the next twelve months. 
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Inflation 
 

In the opinion of management, inflation has not and will not have a material effect on our operations until such time as we successfully complete an acquisition or merger.  At that 
time, management will evaluate the possible effects of inflation related to our business and operations following a successful acquisition or merger. 
 
Critical Accounting Policies 
 

See notes to our condensed consolidated financial statements for a discussion of our accounting policies.  The following is a summary of those critical accounting policies that 
require significant estimates and management judgment. 
 

Use of Estimates 
 

The preparation of 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 revenue and expenses during the reporting 
period. Actual results could differ from those estimates. 
 

Derivative Liabilities 
 

We have identified the conversion features of our convertible notes payable as derivatives.  We estimate the fair value of the derivatives associated with our convertible notes 
payable using the Black-Scholes pricing model.  We estimate the fair value of the derivative liabilities at the inception of the financial instruments, at the date of conversions to equity 
and at each reporting date, recording a derivative liability, debt discount, additional paid-in capital and a gain or loss on change in derivative liabilities as applicable.  These estimates 
are based on multiple inputs, including the market price of our stock, interest rates, our stock price volatility, variable conversion prices based on market prices as defined in the 
respective agreements and probabilities of certain outcomes based on management projections.  These inputs are subject to significant changes from period to period; therefore, the 
estimated fair value of the derivative liability and associated gain or loss on derivative liability will fluctuate from period to period and the fluctuation may be material. 
 

Non-Monetary Transactions 
 

All issuances of our common stock for non-cash consideration have been assigned a dollar amount equaling either the market value of the shares issued or the value of 
consideration received whichever is more readily determinable.  The majority of the non-cash consideration received pertains to services rendered by consultants and others and has 
been valued at the market value of the shares issued. 
 

Our accounting policy for equity instruments issued to consultants and vendors in exchange for goods and services follows the provisions of ASC 505, Equity Based Payments to 
Non Employees, where the equity instruments are accounted for based on the fair value of the consideration received or the fair value of the equity instruments issued, whichever is 
more reliably measurable.  The measurement date for the fair value of the equity instruments issued is determined at the earlier of (i) the date at which a commitment for performance by 
the consultant or vendor is reached or (ii) the date at which the consultant or vendor's performance is complete. 
 

In the case of equity instruments issued to consultants, the fair value of the equity instrument is recognized over the term of the consulting agreement. 
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Impairment of Long-Lived Assets 

 
We continually monitor events and changes in circumstances that could indicate carrying amounts of long-lived assets may not be recoverable. When such events or changes in 

circumstances are present, we assess the recoverability of long-lived assets by determining whether the carrying value of such assets will be recovered through undiscounted expected 
future cash flows.  If the total of the future cash flows is less than the carrying amount of those assets, we recognize an impairment loss based on the excess of the carrying amount over 
the fair value of the assets.  Assets to be disposed of are reported at the lower of the carrying amount or the fair value less costs to sell. 
 

Recent Accounting Pronouncements 
 

See the notes to our condensed consolidated financial statements for a discussion of recently issued accounting pronouncements that we have either implemented or that may 
have a material future impact on our financial position or results of operations. 
 
Off-Balance Sheet Arrangements 
 

We have no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our financial condition, changes in financial condition, revenues 
or expenses, results of operations, liquidity, capital expenditures or capital resources that is material to stockholders. 
 
 
Item 3.   Quantitative and Qualitative Disclosures About Market Risk. 
 

This item is not required for a smaller reporting company. 
 
Item 4.  Controls and Procedures. 
 

Evaluation of Disclosure Controls and Procedures.  As of the end of the period covered by this report, we conducted an evaluation, under the supervision and with the 
participation of our management including our principal executive officer and principal financial officer, of the effectiveness of the design and operation of our disclosure controls and 
procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934) ("Exchange Act").  Based on this evaluation, the principal executive officer and 
principal financial officer concluded that, as of the end of the period covered by this report, our disclosure controls and procedures were not effective in ensuring that information 
required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in 
applicable rules and forms and that such information is accumulated and communicated to our management, including our principal executive officer and principal financial officer, in a 
manner that allows timely decisions regarding required disclosures. 
 

We operate with a limited number of accounting and financial personnel.  Although we retain the services of an experienced certified public accountant, we have been unable to 
implement proper segregation of duties over certain accounting and financial reporting processes, including timely and proper documentation of material transactions and agreements.  
We believe these control deficiencies represent material weaknesses in internal control over financial reporting. 
 

Despite the material weaknesses in financial reporting noted above, we believe that our consolidated financial statements included in this report fairly present our financial position, 
results of operations and cash flows as of and for the periods presented in all material respects. 
 

Changes in Internal Control over Financial Reporting.  There was no change in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) 
during our most recently completed fiscal quarter that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting. 
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PART II — OTHER INFORMATION 

 
 
Item 1.  Legal Proceedings 
 

There are no material pending legal proceedings to which we are a party or to which any of our property is subject and, to the best of our knowledge, no such actions against us are 
contemplated or threatened. 
 
Item 1A.  Risk Factors 
 

This item is not required for a smaller reporting company. 
 
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds 
 

During the three months ended January 31, 2017, the Company issued a total of 7,242,457 unregistered shares of its common stock: 4,000,000 shares for a license agreement valued 
at $353,600; 561,000 shares in payment of payables – related parties of $56,100, 110,000 shares in payment of accounts payable of $14,311; 1,871,457 shares in conversion of convertible 
notes payable principal of $20,000 and accrued interest payable of $25,946 and 700,000 shares for services valued at $21,770.  The securities were issued in a private transaction to a 
related party pursuant to an exemption from registration provided by Section 4(a)(2) of the Securities Act of 1933. 
 
Item 3.  Defaults Upon Senior Securities 
 

This item is not applicable. 
 
Item 4.  Mine Safety Disclosure 
 

This item is not applicable. 
 
Item 5.  Other Information 
 

Not applicable 
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Item 6.  Exhibits 
 
The following exhibits are filed as part of this report: 
 

 
 
* The XBRL related information in Exhibit 101 shall not be deemed "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to liability 
of that section and shall not be incorporated by reference into any filing or other document pursuant to the Securities Exchange Act of 1933, as amended, except as shall be expressly 
set forth by specific reference in such filing or document. 
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Exhibit No. Description of Exhibit  

   
21.1 Subsidiaries 

   
31.1 Section 302 Certification of Chief Executive Officer and Chief Financial Officer 

   
32.1 Section 1350 Certification of Chief Executive Officer and Chief Financial Officer 

   
101 INS* XBRL Instance Document 

   
101SCH* XBRL Taxonomy Extension Schema 

   
101 CAL* XBRL Taxonomy Extension Calculation Linkbase 

   
101 DEF* XBRL Taxonomy Extension Definition Linkbase 

   
101 LAB* XBRL Taxonomy Extension Label Linkbase 

   
101 PRE* XBRL Taxonomy Extension Presentation Linkbase 



  
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. 
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  DEFENSE TECHNOLOGIES INTERNATIONAL CORP. 
   
   
   
Date: March 22, 2017 By: /S/  MERRILL W. MOSES 
  Merrill W. Moses 
  Chief Executive Officer 
  Acting Chief Financial Officer 



Exhibit 21.1 

  
SUBSIDIARIES OF DEFENSE TECHNOLOGIES INTERNATIONAL CORP. 

 
 

  
  
 

Name of Subsidiary Jurisdiction of Organization 

   
Long Canyon Gold Resources Corp. Canada
(Wholly owned subsidiary of  
Defense Technologies International Corp.)  
   
Passive Security Scan Inc. Utah 
(Majority owned subsidiary of  
Defense Technologies International Corp.)  



Exhibit 31.1 

 
  

CERTIFICATION PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 

  
  

  
 
Date: March 22, 2017 
 
/S/  MERRILL W. MOSES 
 
Merrill W. Moses 
Chief Executive Officer 
Acting Chief Financial Officer 
 

I, Merrill W. Moses, certify that:   
     
1. I have reviewed this quarterly report on Form 10-Q of DEFENSE TECHNOLGIES INTERNATIONAL CORP.;  
     

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the 
circumstances under which such statements were made, not misleading with respect to the period covered by this report;  

     
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of 

operations and cash flows of the registrant as of, and for, the periods presented in this report;  
     
4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) 

and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  
     
  a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material 

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

     
  b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide 

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 

     
  c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the 

disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and 
     
  d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the 

registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control 
over financial reporting; and 

     
5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the 

audit committee of the registrant's board of directors (or persons performing the equivalent functions):  
     
  a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely 

affect the registrant's ability to record, process, summarize and report financial information; and 
     
  b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial 

reporting. 



Exhibit 32.1 

 
CERTIFICATION PURSUANT TO 

18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 
 

In connection with the Quarterly Report of DEFENSE TECHNOLGIES INTERNATIONAL CORP. (the "Company") on Form 10-Q for the period ending January 31, 2017, as filed with 
the Securities and Exchange Commission on the date hereof (the "Report"), I, Merrill W. Moses, Chief Executive Officer and Acting Chief Financial Officer of the Company, certify, 
pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, that: 
 

 
 
/S/  MERRILL W. MOSES 
 
Merrill W. Moses 
Chief Executive Officer 
Acting Chief Financial Officer 
 
March 22, 2017 
 
 
 
 
A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that appears in typed form 
within the electronic version of this written statement has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange 
Commission or its staff upon request. The foregoing certifications are accompanying the Company's Form 10-Q solely pursuant to section 906 of the Sarbanes-Oxley Act of 2002 
(subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code) and is not being filed as part of the Form 10-Q or as a separate disclosure document. 
  
  

 
 
 
 
 
 
 
 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 
   

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company. 


