
FORM 51-901F 

Quarterly Report 

Incorporated as part of:             X  Schedule A 
              Schedules B & C 

ISSUER DETAILS: 

NAME OF ISSUER: Versatile Mobile Systems (Canada) Inc. 

ISSUER ADDRESS: #400 – 1190 Homer Street, Vancouver, B.C.  V6B 2X6 

ISSUER PHONE NUMBER: (604) 683-2915 

ISSUER FAX NUMBER: (604) 683-2965 

ISSUER WEB SITE ADDRESS : www.versatilemobile.com

CONTACT PERSON: Fraser Atkinson 

CONTACT EMAIL ADDRESS: fatkinson@versatilemobile.com 

CONTACT’S POSITION: Chief Financial Officer 

CONTACT TELEPHONE NUMBER: (604) 683-2915 

FOR QUARTER ENDED: September 30, 2002 – Amended and Restated 

DATE OF REPORT: February 28, 2003 

CERTIFICATE

THE SCHEDULE(S) REQUIRED TO COMPLETE THIS QUARTERLY REPORT ARE 
ATTACHED AND THE DISCLOSURE CONTAINED THEREIN HAS BEEN APPROVED BY 
THE BOARD OF DIRECTORS.  A COPY OF THIS QUARTERLY REPORT WILL BE 
PROVIDED TO ANY SHAREHOLDER WHO REQUESTS IT. PLEASE NOTE THIS FORM IS 
INCORPORATED AS PART OF BOTH THE REQUIRED FILING OF SCHEDULE A AND 
SCHEDULES B & C.

John Hardy                     “John Hardy”                                                                 2003/02/28
NAME OF DIRECTOR                       DATE SIGNED (YY/MM/DD) 

Robert Polychron           “Robert Polychron”                                                       2003/02/28
NAME OF DIRECTOR                                                          DATE SIGNED (YY/MM/DD) 



Versatile Mobile Systems (Canada) Inc.
Consolidated Interim Financial Statements - Amended and Restated 
September 30, 2002
(Unaudited - Prepared by Management)

Consolidated Balance Sheets Statement 1

Consolidated Statement of Operations and Deficit Statement 2

Consolidated Statement of Cash Flows Statement 3

Notes to Consolidated Financial Statements



Statement 1

Versatile Mobile Systems (Canada) Inc.
Consolidated Balance Sheets
(Unaudited - Prepared by Management)
All amounts in $CAN

September 30, 2002 June 30, 2002
(unaudited)

ASSETS
Current Assets
     Cash and cash equivalents 1,996,106                  3,009,960                  
     Marketable securities 120,173                     120,173                     
     Accounts receivable and prepaid expenses 3,543,887                  4,670,541                  
     Inventory 4,463,916                  4,038,803                  

10,124,082                11,839,477                

PROPERTY, PLANT AND EQUIPMENT 294,315                     362,217                     
INTANGIBLE ASSETS 2,693,109                  2,749,299                  
GOODWILL 1,422,010                  1,422,010                  

14,533,516                16,373,003                

LIABILITIES
Current Liabilities
     Accounts payable and accrued liabilities 2,502,843                  3,802,718                  
     Current Portion of Deferred Revenue 4,036,928                  3,915,774                  
     Current Portion of Deferred Lease Restructuring Costs 138,740                     138,740                     
     Current Portion of Long Term Debt 5,714                         20,296                       

6,684,225                  7,877,528                  

DEFERRED LEASE RESTRUCTURING COSTS 208,005                     242,640                     
6,892,230                  8,120,168                  

SHAREHOLDERS’ EQUITY
     Share capital 55,824,954                55,824,954                
     Contributed surplus 2,154,762                  2,154,762                  
     Deficit (50,480,086)               (49,698,494)               
     Foreign currency translation adjustment 141,656                     (28,387)                      

7,641,286                  8,252,835                  

14,533,516                16,373,003                

APPROVED BY THE DIRECTORS:

            DIRECTOR: "John Hardy"        DIRECTOR: "Robert Polychron"



Statement 2

Versatile Mobile Systems (Canada) Inc.
Consolidated Statement of Operations and Deficit
(Unaudited - Prepared by Management)
All amounts in $CAN

      Three months ended September 30
2002 2001

SALES 4,728,946                  3,089,108                  

COST OF SALES 3,134,699                  1,715,732                  

1,594,247                  1,373,376                  

EXPENSES
   General and administrative 701,478                     843,533                     
   Research and development 822,209                     711,825                     
   Selling and marketing 712,644                     899,857                     
   Amortization of property, plant and equipment 74,639                       39,177                       
   Amortization of goodwill and intangible assets (note 5(c)) 64,869                       1,289,435                  

2,375,839                  3,783,827                  

Net loss before income taxes and discontinued operations (781,592)                    (2,410,451)                 

Provision for (recovery of) future income taxes -                                 (379,587)                    

Loss before discontinued operations (781,592)                    (2,030,864)                 

Loss from discontinued operations -                                 133,581                     

LOSS FOR THE  PERIOD (781,592)                    (2,164,445)                 

DEFICIT, BEGINNING OF PERIOD (49,698,494)               (29,676,097)               

DEFICIT, END OF PERIOD (50,480,086)               (31,840,542)               

LOSS PER SHARE, basic and diluted (0.01)                          (0.03)                          

-                                 -                                 
LOSS PER SHARE from Discontinued Operations - basic 
and diluted



Statement 3

Versatile Mobile Systems (Canada) Inc.
Consolidated Statement of Cash Flows
(Unaudited - Prepared by Management)
All amounts in $CAN

      Three months ended September 30
2002 2001

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES
     Loss for the period from continuing operations ( 781,592) ( 2,030,864)

     Items not affecting cash
          Amortization of property, plant and equipment 74,639                       39,177                       
          Amortization of goodwill and intangible assets 64,869                       1,289,435                  
          Deferred revenue -                                  9,605                         
          Deferred lease restructuring costs ( 34,635) ( 10,740)
          Unrealized foreign exchange gain 170,043                     25,798                       
          Other ( 488) ( 20,596)
          Future income taxes -                                  ( 379,587)

( 507,164) ( 1,077,772)
          Net change in non-cash working capital items ( 491,762) ( 124,354)

( 998,926) ( 1,202,126)

CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES
     Cash on hand on acquisition of evolutionB -                                  7,072,899                  
     Legal and other charges incurred for evolutionB acquisition -                                  ( 85,883)
     Additions to capital assets -                                  ( 15,714)

-                                  6,971,302                  
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES
      Long term debt -                                  ( 2,986)
      Proceeds from stock options exercised -                                  3,000                         
      Proceeds from share capital and subscriptions issued -                                  1,000,000                  

-                                  1,000,014                  

Net cash from continuing operations ( 998,926) 6,769,190                  
Net cash used in discontinued operations -                                  ( 125,531)

INCREASE/(DECREASE)  IN CASH and cash equivalents ( 998,926) 6,643,659                  

CASH and cash equivalents, beginning of period 3,009,960                  620,628                     

CASH and cash equivalents, end of period 2,011,034                  7,264,287                  

     Cash paid for interest expense 1,658                         1,301                         
     Cash paid for income taxes -                                  -                                  



Versatile Mobile Systems (Canada) Inc.
Notes to Consolidated Financial Statements 
(Unaudited - Prepared by Management)
All amounts in $CAN

1.   Consolidated financial statement presentation:

2.   Comparative figures:

3.   Business combinations, goodwill and intangible assets

As reported Adjustment Restated

As at September 30, 2002

Intangible assets 1,952,276            740,833                  2,693,109               
Goodwill 948,007             474,003                 1,422,010

As at September 30, 2002
Deficit 51,694,922        ( 1,214,836) 50,480,086

Three months ended September 30, 2002
   Amortization of goodwill and  intangibles assets 1,279,705            ( 1,214,836) 64,869                    

Loss for the period 1,996,428            ( 1,214,836) 781,592                  
Loss per share, basic and diluted 0.02                   (0.01)                     0.01

These interim consolidated financial statements should be read in conjunction with the consolidated financial statements and notes
included in the Company's Annual Report for the year ended June 30, 2002.

Certain reclassifications have been made to prior periods to conform to the current presentation.  These relate to the restatement of 
evolutionB revenues and expenses as discontinued operations.

These interim financial statements were amended and restated to exclude the amortization of intangible assets and goodwill previously
recorded in the quarter as required under CICA  Handbook Section 1581, Business Combinations, and Section 3062, Goodwill and Other
Intangible Assets (note 4 and 5).

The impact of this restatement on September 30, 2002 interim financial statements is as follows:



Versatile Mobile Systems (Canada) Inc.
Notes to Consolidated Financial Statements (continued)
(Unaudited - Prepared by Management)
All amounts in $CAN

4.   Significant accounting policies:

(a)  Intangible assets

(b)  Goodwill

(c)  Stock-based compensation:

The accounting policies applied in these interim financial statements are consistent with those applied in the Annual Report, except with 
respect to the change in accounting policies described below and in note 5.

Intangible assets acquired individually or with a group of assets are initially recognized and measured at cost.  The cost of a group of 
intangible assets acquired in a transaction, including those acquired in a business combination that meet the specified criteria for 
recognition apart from goodwill, is allocated to the individual assets acquired based on their relative fair values.

Intangible assets with finite useful life relate to acquired software licenses and are amortized over their estimated useful life.  The 
amortization methods and estimated useful lives of intangible assets are reviewed annually.

Intangible assets with indefinite useful lives are not amortized and are tested for impairment annually, or more frequently if events or 
changes in circumstances indicate that the asset might be impaired.  The impairment test compares the carrying amount of the 
intangible asset with its fair value, and an impairment is recognized in income for the excess, if any.

Goodwill represents the excess of the purchase price of an acquired business over the fair values of the identifiable net assets acquired.

Goodwill is not amortized and is tested for impairment annually, or more frequently if events or changes in circumstances indicate that 
the asset might be impaired.  The impairment test is carried out in two steps.  In the first step, the carrying amount of the reporting unit is 
compared with its fair value.  When the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is 
considered not to be impaired and the second step of the impairment test is unnecessary.

The second step would be required if the carrying amount of the reporting unit exceeds its fair value, in which case the implied fair value 
of the reporting unit's goodwill is compared with its carrying amount to measure the amount of the impairment loss.  When the carrying
amount of a reporting unit's goodwill exceeds the implied fair value of goodwill, an impairment loss is recognized in an amount equal to 
the excess and is presented as a separate line item in the statement of operations before extraordinary items and discontinued 
operations.

The Company has a stock-based compensation plan.  No compensation expense is recognized for this plan when share options and 
awards are issued to employees as options are issued at the market value of the shares at the date of the grant.  Any consideration paid 
by employees on the exercise of the stock options or purchase of stock is credited to capital stock.  The Company discloses the pro 
forma effect of accounting for these awards under the fair value based method (note 5).



Versatile Mobile Systems (Canada) Inc.
Notes to Consolidated Financial Statements (continued)
(Unaudited - Prepared by Management)
All amounts in $CAN

5.   Changes in accounting policies:

(a)   Business combinations, goodwill and intangible assets

(b)   Stock-based compensation plans:

(c)   Adjusted net loss and loss per share:

      Three months ended September 30
2002 2001

Reported net loss 781,592                  2,164,445               
Effect of amortization -                               ( 1,214,836)
Adjusted net loss 781,592                 949,609

Reported loss per share 0.01                        0.03                        
Effect of amortization -                               ( 0.02)
Adjusted net loss 0.01                       0.01

In August, 2001, the Accounting Standards Board of the CICA issued Handbook Section 1581, Business Combinations, and Section 
3062, Goodwill and Other Intangible Assets.  Under Section 1581, intangible assets acquired in a business combination should be
identified and recognized apart from goodwill.  Under Section 3062, intangible assets having indefinite lives are not amortized and are 
tested for impairment at least annually.  Intangible assets with definite lives are amortized over their estimated useful lives.

The Company has adopted Sections 1581 and 3062 effective July 1, 2002.  As of the date of adoption, the Company had unamortized
goodwill in the amount of $1,422,010 and unamortized identifiable intangible assets in the amount of $2,749,299, of which $2,222,502
have an indefinite useful life and $526,797 have finite useful life.  The unamortized goodwill and the unamortized intangible assets with a 
indefinite useful life are no longer being amortized.  The unamortized intangible assets with an finite useful life is being amortized over  a 
three year period.

This change in accounting policy resulted in a reduction in amortization expense for goodwill and intangible assets of $1,214,836 for the 
three months ended September 30, 2002.  In accordance with the requirements of Section 3062, this change in accounting policy is not 
applied retroactively and the amounts presented for prior periods have not been restated for this change.

In December 2001, The Accounting Standards Board of the CICA issued Handbook Section 3870, Stock-based Compensation and 
Other Stock-based Payments.  Under Section 3870, which is effective for for stock-based compensation issued on or after January 1, 
2002, and is not required to be applied retroactively, the Company is not required to record compensation expense for stock- based
compensation awards granted to employees, except for employee awards that are direct awards of stock, call for settlement in cash or 
other assets, or are stock appreciation rights that call for settlement by the issuance of equity instruments.  The Company has not 
granted such awards and consequently the adoption of the new standard has had no impact on the figures presented.

Following the adoption of Section 3062 of the CICA Handbook, goodwill and intangible assets with indefinite lives are no longer
amortized as outlined in notes 4(a) and 4(b).  The following table summarizes the impact of this change in accounting policy for the three 
months ended September 30, 2002 and 2001:


