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Business Acquisition Report 
 
 

Item 1 Identity of Company 
 
1.1 Name and Address of Company 

 
Versatile Mobile Systems (Canada) Inc. (“Versatile”) 
Suite 1601 – 750 West Pender Street 
Vancouver, B.C. 
V6C 2T8 

 
1.2 Executive Officer 

 
Further information regarding the matters described in this report may be obtained 
from:  

Mr. Fraser Atkinson,  
Chief Financial Officer 
(604) 683-2915 (ext. 214) 

 
 
Item 2 Details of Acquisition 
 
2.1 Nature of Business Acquired 
 

On April 26, 2005, Versatile acquired all of the issued and outstanding shares of two 
privately held companies Perfect Order, Inc. and Perfect Order Manufacturing, Inc. 
(collectively “Perfect Order”), which were under common control (the 
“Acquisition”). Perfect Order is based in Mechanicsburg, Pennsylvania and provides 
information technology services for the implementation, maintenance and security of 
mission-critical computing environments. 

 
2.2 Date of Acquisition 
 

The date of the Acquisition was April 26, 2005 (the “Closing Date”). 
 
2.3 Consideration 
 

Pursuant to the Share Purchase Agreement dated March 25, 2005, on the Closing 
Date, Versatile paid the Vendors cash consideration of U.S. $2,000,000 and will pay 
an additional U.S. $1,000,000 in the current fiscal year as well as four quarterly 
payments of U.S. $68,750 each commencing June 10, 2005, September 10, 2005, 



December 10, 2005 and March 10, 2006.  Versatile, through its wholly owned 
subsidiary Perfect Order Acquisition Corporation (“POAC”) has issued secured 
Promissory Notes for U.S. $4,200,000 bearing interest at the rate of 3.1% per annum, 
payable 12 months after the closing date (the “Promissory Notes”).  
 
The Vendors may convert up to one-half of their Promissory Notes, within 10 months 
of the Closing Date, into shares of Versatile at the rate of one common share for each 
U.S. $0.34 (CDN $0.425 per share) of the Promissory Note.   
 
In addition, Versatile issued 750,000 Common Share purchase warrants (a “Warrant”) 
to the Vendors on the Closing Date.  One Warrant entitles the holder thereof to 
purchase one common share at CDN $0.345 per share, for a period expiring 24 
months after the Closing Date. 
 
POAC entered into two Loan Agreements, which Versatile has guaranteed, with a 
U.S. based financial institution for a secured term loan of U.S. $2,800,000 and a 
secured demand loan of up to U.S. $3,000,000 based on a percentage of eligible 
accounts receivable.  The term loan was used to repay U.S. $2,739,332 for a term 
loan that Perfect Order had previously had with another financial institution.   The 
demand loan provides additional access to capital for the combined organization.  

 
2.4 Effect on Financial Position 
 

There are no current management plans or proposals for material changes in the 
business affairs of Versatile or in the business affairs of Perfect Order that may have a 
significant effect on the results of operations and financial position of Versatile. 

 
2.5 Prior Valuations 
 

There was no valuation opinions obtained within the last 12 months by either Perfect 
Order or the Company that were required by applicable securities legislation or stock 
exchange rules, to support the consideration paid by the Company for the business. 

 
2.6 Parties to Transaction 
 

No informed person, associate or affiliate of Versatile was a party to the Acquisition. 
 
2.7 Date of Report 
 

June 30, 2005 
 
 
 
 
 
 
 



 
 
 
Item 3 Financial Statements 
 
The following financial statements are included as part of this Business Acquisition 
Report: 
 
3.1 Versatile Mobile Systems (Canada) Inc. 
 

(a) PricewaterhouseCooper LLP’s compilation report dated June 29, 2005; 
(b) unaudited pro forma consolidated balance sheet as at March 31, 2005; 
(c) unaudited pro forma consolidated statement of operations for the nine months 
ended March 31, 2005; and 
(d) unaudited pro forma consolidated statement of operations for the year ended June 
30, 2004. 

 
3.2 Perfect Order 
 

(a) Unaudited combined financial statements of Perfect Order, Inc. and Perfect Order 
Manufacturing, Inc. as at and for the three month periods ended March 31, 2005 and 
for the three months ending March 31, 2004; and 
(b) Audited combined financial statements of Perfect Order, Inc. and Perfect Order 
Manufacturing, Inc. for the year ended December 31, 2004, together with Reinsel 
Kuntz Lesher LLP’s audit report dated March 11, 2005. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
VERSATILE MOBILE SYSTEMS (CANADA) INC. 
 
Pro forma consolidated financial statements 
(Unaudited – see Compilation Report) 
 
Compilation Report on Pro Forma Financial Statements 
Pro Forma Balance Sheet as at March 31, 2005 
Pro Forma Statement of Operations for the nine months ended March 31, 2005 
Combined Statement of Operations for Perfect Order for the nine months ended  
     March 31, 2005 
Pro Forma Statement of Operations for the year ended June 30, 2004 
Combined Statement of Operations for Perfect Order for the year ended June 30, 2004 
Notes to the pro forma financial statements 
 
 
 
 
 
 
  
 



  
 

 
PricewaterhouseCoopers LLP 
Chartered Accountants 
PricewaterhouseCoopers Place 
250 Howe Street, Suite 700 
Vancouver, British Columbia 
Canada V6C 3S7 
Telephone +1 604 806 7000 
Facsimile +1 604 806 7806 

 
Compilation Report 
 
 
To the Directors of Versatile Mobile Systems (Canada) Inc. 
 
We have read the accompanying unaudited pro forma consolidated balance sheet of Versatile 
Mobile Systems (Canada) Inc. (the company) as at March 31, 2005, the unaudited pro forma 
consolidated statement of operations for the nine months ended March 31, 2005 and the 
unaudited pro forma consolidated statement of operations for the year ended June 30, 2004, 
and have performed the following procedures. 
 
1. Compared the figures in the columns captioned "Versatile" to the unaudited 

consolidated financial statements of the company as at March 31, 2005 and for the nine 
months then ended, and the audited consolidated  financial statements of the company 
for the year ended June 30, 2004, respectively, and found them to be in agreement. 

   
2. Compared the figures in the columns captioned "Perfect Order Combined" to the 

unaudited financial information of Perfect Order as at March 31, 2005 and for the nine 
months then ended and the constructed unaudited financial information of Perfect 
Order for the year ended June 30, 2004, respectively, and found them to be in 
agreement. 

 
3. Made enquiries of certain officials of the company who have responsibility for 

financial and accounting matters about: 
 

(a) the basis for determination of the pro forma adjustments; and 
(b) whether the unaudited pro forma consolidated financial statements comply as to 

form in all material respects with the various securities commissions and 
similar regulatory authorities in Canada. 

 
The officials: 
 
(a) described to us the basis for determination of the pro forma adjustments, and 
(b) stated that the unaudited pro forma consolidated financial statements comply as 

to form in all material respects with the various securities commissions and 
similar regulatory authorities in Canada. 

 

 
PricewaterhouseCoopers refers to the Canadian firm of PricewaterhouseCoopers LLP and the other member firms of PricewaterhouseCoopers 
International Limited, each of which is a separate and independent legal entity.  



 

  
 

 

 

 

  (2) 

4. Read the notes to the unaudited pro forma consolidated financial statements, and found 
them to be consistent with the basis described to us for determination of the pro forma 
adjustments. 

 
5. Recalculated the application of the pro forma adjustments to the aggregate of the 

amounts in the columns captioned "Versatile" and "Perfect Order Combined" as at 
March 31, 2005 and for the nine months then ended, and for the year ended June 30, 
2004, and found the amounts in the column captioned "Pro forma Consolidated" to be 
arithmetically correct. 

 
A pro forma financial statement is based on management assumptions and adjustments which 
are inherently subjective. The foregoing procedures are substantially less than either an audit 
or a review, the objective of which is the expression of assurance with respect to 
management's assumptions, the pro forma adjustments, and the application of the adjustments 
to the historical financial information. Accordingly, we express no such assurance. The 
foregoing procedures would not necessarily reveal matters of significance to the unaudited pro 
forma financial statements, and we therefore make no representation about the sufficiency of 
the procedures for the purposes of a reader of such statements. 
 
 

 
 
 
Chartered Accountants 
 
Vancouver 
June 29, 2005 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Pro forma Consolidated Balance Sheet as at March 31, 2005 
(Unaudited – See Compilation Report) 
(In Canadian dollars) 

 
 

      As at March 31, 2005

Perfect
Order Pro forma Pro Forma

Versatile Combined adjustments Consolidated

ASSETS
Current Assets
     Cash and cash equivalents 312,124$         2,311,236$      (947,375)$      1,675,985$      
     Accounts receivable 1,812,656        8,829,959        10,642,615      
     Deferred contract costs 3,386,289        3,386,289        
     Prepaid expenses 457,848           752,219           (400,000)        810,067           
     Inventory 1,590,837        30,751             1,621,588        

4,173,465        15,310,454      18,136,544      

Capital Assets 86,868             244,185           331,053           
Intangible assets 32,289             28,994             3,873,028       3,934,311        
Goodwill and Intellectual Property 3,644,508        574,560           7,898,499       12,117,567      

7,937,130$     16,158,193$   34,519,475$    

LIABILITIES
Current Liabilities
     Accounts payable and accrued liabilities 2,058,603$      8,249,266$      1,938,721$     12,246,590$    
     Deferred revenue 80,684             4,779,310        4,859,994        
     Current portion of long term debt 6,849               1,244,000       1,250,849        

2,146,136        13,028,576      18,357,433      

Term Loans and capital lease obligations 15,397             211,680           5,224,800       5,451,877        
Wachovia Term Loan 3,356,444        3,356,444        

2,161,533        16,596,699      27,165,753      
SHAREHOLDERS’ EQUITY
     Common Shares 58,412,949      588,927           951,698          59,953,574      
     Warrants 288,730           37,500            326,230           
     Contributed surplus 2,228,530        2,228,530        
     Deficit (54,692,890)    (1,027,433)       1,027,433       (54,692,890)    
     Foreign currency translation adjustment (461,722)          (461,722)          

7,937,130$      16,158,193$    34,519,475$    

 
 
See accompanying notes to the consolidated pro forma financial statements 

 
 
 
 
 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Pro forma Consolidated Statement of Operations for the nine months ended March 31, 
2005 
(Unaudited – See Compilation Report) 
(In Canadian dollars except for per share data) 

 
 

Nine months ended March 31, 2005

Pro forma Pro forma
Versatile Perfect Order adjustments Consolidated

Sales 9,909,985$    40,133,485$  50,043,470$   
Cost of Sales 7,341,602      31,834,613    39,176,215     
Gross Profit 2,568,383      8,298,872      10,867,255     

Selling and marketing 1,818,219      4,740,589      6,558,808       
Research and development 471,691         1,604,335      2,076,026       
General and administrative 1,710,918      2,071,445      3,782,363       
Amortization and depreciation 158,910         317,887         787,703          1,264,500       
Stock based compensation 9,595             -                9,595              
Interest and bank charges -                201,186         150,380          351,565          
Non recurring -                (5,003)            (5,003)             

4,169,333      8,930,439      938,083          14,037,854     

Loss before income taxes (1,600,950)   (631,567)      (938,083)       (3,170,599)      
Income taxes (1,001)            (1,001)             
Loss for the period (1,601,951)$  (631,567)$     (938,083)$      (3,171,600)$    

Pro forma loss per share (0.02)              (0.03)                
 
 
See accompanying notes to the consolidated pro forma financial statements 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Combined Statement of Operations for Perfect Order for the nine months ended March 
31, 2005 
(Unaudited – See Compilation Report) 
 
 
The combined statement of operations for the nine months ended March 31, 2005 for 
Perfect Order, Inc. and Perfect Order Manufacturing, Inc. translated into Canadian dollars 
is as follows: 
 

               Nine months ended March 31, 2005
Perfect Order Eliminate Perfect Order Perfect Order

Perfect Manufacturing, Intercompany Combined Combined
Order, Inc. Inc. Transactions U.S. dollars CDN dollars

Sales 6,010,065$     26,857,842$   (802,162)$      32,065,744$   40,133,485$   
Cost of Sales 3,701,205       22,109,855     (375,926)        25,435,134     31,834,613     
Gross Profit 2,308,860       4,747,987       (426,236)        6,630,610       8,298,872       

Selling and marketing 1,123,909       3,089,951       (426,236)        3,787,623       4,740,589       
Research and development 1,281,827       -                 -                 1,281,827       1,604,335       
General and administrative 622,897          1,032,140       -                 1,655,038       2,071,445       
Amortization and depreciation 253,985          -                 -                 253,985          317,887          
Interest and bank charges 137,453          23,290            -                 160,743          201,186          
Non recurring (163,891)        159,894          -                 (3,998)            (5,003)            

3,256,179       4,305,275       (426,236)        7,135,218       8,930,439       

Earnings (loss) for the period (947,320)$      442,712$       -$              (504,607)$     (631,567)        

 
 
 
See accompanying notes to the consolidated pro forma financial statements 

 
 
 
 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Pro forma Consolidated Statement of Operations for the year ended June 30, 2004 
(Unaudited – See Compilation Report) 
(In Canadian dollars except for per share data) 
 
 
 

     Year ended June 30, 2004

Pro forma Pro forma
Versatile Perfect Order adjustments Consolidated

Sales 19,445,105$   81,336,346$   100,781,451$  
Cost of Sales 13,839,103     66,319,961     80,159,064      
Gross Profit 5,606,002       15,016,385     20,622,387      

Selling and marketing 2,544,508       8,240,157       10,784,665      
Research and development 1,042,165       856,864          1,899,029        
General and administrative 2,570,231       3,604,165       6,174,396        
Amortization and depreciation 329,760          316,588          1,050,271       1,696,619        
Stock based compensation 31,284            -                 31,284             
Interest and bank charges -                 64,402            215,197          279,598           
Non recurring (260,373)        375,820          115,447           

6,257,575       13,457,996     1,265,468       20,981,039      

Earnings (loss) before taxes (651,573)      1,558,389     (1,265,468)    (358,652)          
Income taxes (1,119)            -                 (1,119)              
Earnings (loss) for the year (652,692)$     1,558,389$    (1,265,468)$   (359,771)$        

Pro forma earnings (loss) per share (0.01)$            (0.00)$               
 
 
See accompanying notes to the consolidated pro forma financial statements 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Combined Statement of Operations for Perfect Order for the year ended June 30, 2004 
(Unaudited – See Compilation Report) 
 
 
The combined statement of operations for the year ended June 30, 2004 for Perfect Order, 
Inc. and Perfect Order Manufacturing, Inc. translated into Canadian dollars is as follows: 
 

                    Year ended June 30, 2004
Perfect Order Eliminate Perfect Order Perfect Order

Perfect Manufacturing, Intercompany Combined Combined
Order, Inc. Inc. Transactions U.S. dollars CDN dollars

Sales 7,340,982$     53,859,701$   (651,032)$      60,549,651$   81,336,346$   
Cost of Sales 4,564,492       45,062,646     (256,214)        49,370,923     66,319,961     
Gross Profit 2,776,491       8,797,055       (394,818)        11,178,728     15,016,385     

Selling and marketing 1,514,145       5,014,937       (394,818)        6,134,264       8,240,157       
Research and development 637,880          -                 -                 637,880          856,864          
General and administrative 1,057,070       1,625,998       -                 2,683,068       3,604,165       
Amortization and depreciation 235,679          -                 -                 235,679          316,588          
Interest and bank charges 38,786            9,157              -                 47,943            64,402            
Non recurring 279,774          -                 -                 279,774          375,820          

3,763,334       6,650,092       (394,818)        10,018,608     13,457,996     

Earnings (loss) for the year (986,844)$      2,146,963$    -$              1,160,120$    1,558,389$     

 
 
 
 
See accompanying notes to the consolidated pro forma financial statements 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Notes to the unaudited pro forma consolidated financial statements 
(In Canadian dollars except for share data) 
 
1. Basis of Presentation 
 
The unaudited pro forma consolidated financial statements have been prepared to give 
effect to the acquisition of Perfect Order, Inc. and Perfect Order Manufacturing, Inc. 
(collectively “Perfect Order”) by Versatile Mobile Systems (Canada) Inc. (“Versatile”) 
for a purchase price of $10,824,953, including estimated transaction costs, and the related 
financings. 
 
On April 26, 2005, Versatile through its wholly owned subsidiary, Perfect Order 
Acquisition Corporation (“POAC”) acquired all of the issued and outstanding shares of 
Perfect Order, Inc. and Perfect Order Manufacturing, Inc. (collectively “Perfect Order”), 
two privately-held companies, which were under common control, that provide 
information technology services for the implementation, maintenance and security of 
mission-critical computing environments, based in Mechanicsburg, Pennsylvania (the 
“Acquisition”). 
 
Pursuant to the Share Purchase Agreement dated as of March 25, 2005, on the Closing 
Date, Versatile paid the Vendors cash consideration of U.S. $2,000,000 and will pay an 
additional U.S. $1,000,000 in the current fiscal year as well as four quarterly payments of 
U.S. $68,750 commencing June 10, 2005, September 10, 2005, December 10, 2005 and 
March 10, 2006.  Versatile, through its wholly owned subsidiary POAC, has issued 
secured Promissory Notes for U.S. $4,200,000 bearing interest at the rate of 3.1% per 
annum, payable 12 months after the closing date.  
 
The Vendors may convert up to one-half of their Promissory Notes, within 10 months of 
the Closing Date, into shares of Versatile at the rate of one common share for each U.S. 
$0.34 (CDN $0.425 per share) of the Promissory Note.   
 
In addition, Versatile issued 750,000 common share purchase warrants to the Vendors on 
the Closing Date.  One warrant entitles the holder thereof to purchase one common share 
at CDN $0.345 per share, for a period expiring 24 months after the Closing Date. 
 
Versatile, along with POAC also obtained banking facilities with a U.S. based financial 
institution for a secured term loan of U.S. $2,800,000 as well as a secured demand loan of 
up to U.S. $3,000,000 based on a percentage of eligible accounts receivable.  The term 
loan was used to repay U.S. $2,739,332 for a term loan that Perfect Order had previously 
had with another financial institution.  The demand loan provides additional access to 
capital for the combined organization. 
 
The unaudited pro forma consolidated statement of operations for the nine months ended 
March 31, 2005 have been prepared by management and combine the unaudited  



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Notes to the unaudited pro forma consolidated financial statements 
(In Canadian dollars except for share data) 
 
 
consolidated financial statements of Versatile for the nine months ended March 31, 2005 
and the unaudited combined financial statements of Perfect Order for the nine months 
ended March 31, 2005. 
 
The unaudited pro forma consolidated statement of operations for the year ended June 30, 
2004 has been prepared by management and combine the audited consolidated financial 
statements of Versatile for the year ended June 30, 2004 and the unaudited combined 
financial information of Perfect Order for the year ended June 30, 2004, to comply with 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Notes to the unaudited pro forma consolidated financial statements 
(In Canadian dollars except for share data) 
 
 
The unaudited pro forma consolidated financial statements are derived from and should 
be read in conjunction with the audited consolidated financial statements as at June 30, 
2004 and unaudited consolidated financial statements for the nine months ended March 
31, 2005 of Versatile, along with the audited combined financial statements of Perfect 
Order as at December 31, 2004 and the unaudited combined financial information for the 
three month period ended march 31, 2005. 
 
The proforma financial statements should be read in conjunction with both the audited 
annual and unaudited historical financial statements of Versatile and Perfect Order. 
 
2. Perfect Order Historical and Pro Forma Financial Statements 
 
The historical combined financial statements of Perfect Order included in item 3.2 of this 
Business Acquisition Report were prepared in accordance with generally accepted 
accounting principles in the United States of America and are presented in United States 
dollars. For the purposes of the preparation of these unaudited pro forma consolidated 
financial statements, the historical combined financial statements of Perfect Order have 
been translated to Canadian dollars using the exchange rate at the balance sheet date for 
balance sheet amounts and at the average exchange rate for the period for the statements 
of operations amounts as follows: 
 
 Year ended June 30, 2004 1.3433 
 Nine months ended March 31, 2005 1.2516 
 As at March 31, 2005 1.2096 
 As at April 26, 2005 1.2440 
 
3. Accounting for the Transaction with Perfect Order 
 
The acquisition of Perfect Order is accounted for using the purchase method of 
accounting in accordance with the recommendations of Section 1581, Business 
Combinations of the Canadian Institute of Chartered Accountants (“CICA”) Handbook 
and the resultant goodwill and other intangible assets will be accounted for prospectively 
in accordance with the recommendations of Section 3062, Goodwill and Other Intangible 
Assets of the CICA Handbook. The purchase price will be allocated to the balance sheet 
assets acquired (including identifiable intangible assets arising from the purchase) and 
liabilities assumed based on their estimated fair value. Certain fair value adjustments, and 
the related future income tax effect, to the Perfect Order balance sheet in connection with 
the Acquisition are described in Note 4. 
 
In the preparation of these pro forma consolidated financial statements, the purchase 
consideration has been allocated on a preliminary basis to the fair value of assets 
acquired, including intangible assets and goodwill, any future tax impact and liabilities  



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Notes to the unaudited pro forma consolidated financial statements 
(In Canadian dollars except for share data) 
 
 
assumed based on management’s best estimates and taking into account all relevant 
information available at the time these statements were prepared. Versatile has not 
retained the services of an independent valuator to assist with the valuation of acquired 
intangible assets and the assessment of their expected useful lives. To the extent that the 
finalization of these fair value results in changes to amounts set out in these pro forma 
consolidated financial statements, the amount assigned to goodwill will be adjusted by an 
equal and offsetting amount. 
 
As a result, final fair values of assets acquired and liabilities assumed and related 
operating results, including actual depreciation and amortization expense, could differ 
materially from those reflected in the unaudited pro forma consolidated financial 
statements included herein. 
 
The purchase price allocation of the estimated fair value of the net assets acquired on 
April 26, 2005 is detailed as follows: 
 

Cash and cash equivalents 2,862,027$    
Accounts receivable 10,157,063    
Other current assets 459,326         
Capital assets 270,568         
Intellectual Property 561,355         
Intangible assets 29,809           
Intangibles:

Customers, contracts and order backlog 2,116,539      
Purchased technology 1,507,689      
Tradenames 248,800         
Goodwill 7,898,499      

Accounts payable and accrued liabilities (10,476,568)   
Deferred revenue (1,184,724)     
Term loan (217,700)        
Wachovia Bank Term Loan (3,407,730)     
Fair value of net assets acquired 10,824,953$   

 
Total consideration is comprised of: 
 

U.S. dollars CDN dollars
Cash payments on closing 2,000,000$     2,488,000$    
Quarterly payments 275,000          342,100         
Promissory Notes 1,000,000       1,244,000      
Vendor Notes 4,200,000       5,224,800      
Additional payments 400,000          497,600         
Value assigned to the Versatile warrants 37,500           
Estimated costs of the transaction 990,953         
Total consideration 10,824,953$   



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Notes to the unaudited pro forma consolidated financial statements 
(In Canadian dollars except for share data) 
 
 
4. Pro forma Assumptions and Adjustments 
 
In the preparation of the unaudited pro forma consolidated financial statements, the 
following significant assumptions and adjustments have been made: 
 
(a) The unaudited pro forma consolidated financial statements have been prepared to give 
effect to the transactions discussed in Note 1, as if it had occurred as at: 

• March 31, 2005 for the purposes of the unaudited pro forma consolidated balance 
sheet; 
• July 1, 2004 for the purposes of the unaudited pro forma consolidated statement of 
operations for the nine months ended March 31, 2005; and 
• July 1, 2003 for the purposes of the unaudited pro forma consolidated statement of 
operations for the year ended June 30, 2004. 

 
(b) The unaudited pro forma consolidated balance sheet as at March 31, 2005 
incorporates the following adjustments and assumptions: 

(i) Cash and cash equivalents have been increased by $1,540,625 to reflect the 
non-brokered private placement that was completed on April 22, 2005; 

(ii) Cash and cash equivalents were reduced by $2,488,000 to reflect the cash 
consideration paid; 

(iii) The Vendor Notes of $5,224,800 (U.S. $4,200,000) have been included with 
term loans and capital lease obligations and the Promissory Notes of 
$1,244,000 (U.S. $1,000,000) have been included within current liabilities.  
The Quarterly payments of $342,100 and the Other payments of $497,600 
have been included with accounts payable and accrued liabilities; 

(iv) Costs incurred by Versatile associated with the Transaction amounting to 
$990,953 were adjusted through prepaid expenses for approximately $400,000 
with the balance included with accounts payable and accrued liabilities. All 
estimated transaction costs have been assumed to be paid at the Closing Date 
and are reflected as a reduction of cash and cash equivalents; 

(v) The intangible assets acquired represents customer contracts, customer base 
and order backlog initially valued at $2,116,539; purchased technology 
initially valued at $1,507,689 and brand name and trademarks initially valued 
at $248,800. The customer contracts, customer base and order backlog, 
purchased technology and tradenames will be amortized over their useful lives 
which are estimated as follows; customer contracts, customer base and order 
backlog over 5 years, purchased technology over 3 years and brand name and 
trademarks over 2 years; 



VERSATILE MOBILE SYSTEMS (CANADA) INC. 
Notes to the unaudited pro forma consolidated financial statements 
(In thousands of Canadian dollars except for share data) 
 
 

(vi) The excess of purchase consideration over the estimated fair value of net 
assets acquired has been recorded as goodwill in the amount of $7,898,499;  

(vii) Perfect Order’s share capital and deficit have been eliminated to reflect the 
effect of the transaction; and 

(viii) No value was assigned to any Future Income tax benefit as a full allowance 
has been booked against the income tax benefits. 

 
(c) The unaudited pro forma consolidated statements of operations for the nine months 
ended March 31, 2005 and for the year ended June 30, 2004 incorporate the following 
adjustments: 

(i) Interest expense at the rate of 3.1% per annum on the Vendor Notes and 3% 
per annum on the Promissory Notes; 

(ii) Amortization of Customers, contracts and order backlog resulting from the 
purchase price allocation on a straight line basis over five years; 

(iii) Amortization of Purchased Technology resulting from the purchase price 
allocation on a straight line basis over three years; and 

(iv) Amortization of Tradenames resulting from the purchase price allocation on a 
straight line basis over two years. 

 
The summary of the amortization expense related to the Transaction for the 
year ended June 30, 2004 and the nine months ended March 31, 2005 is:  
 

Year ended Period ended
30-Jun-04 31-Mar-05

Cutomers, contracts and order backlog 423,308$       317,481$       
Purchased Technology 502,563         376,922         
Tradenames 124,400         93,300           

1,050,271$   787,703$        
 



 
 
 
 
 
PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
 
 
 
Combined Interim Financial Statements 
 Balance Sheets as at March 31, 2005 and 2004 

Balance Sheets as at March 31, 2005 
 Balance Sheets as at March 31, 2004 
 Income Statements for the three months ending March 31, 2005 and 2004 
 Income Statements for the three months ending March 31, 2005 
 Income Statements for the three months ending March 31, 2004 
 Statement of cash flows for the three months ending March 31, 2005 and 2004 
 Notes to the financial statements 
 
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Interim Combined Balance Sheets 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 

           As at March 31
2005 2004

ASSETS
Current Assets
     Cash and cash equivalents 1,910,744$      839,402$         
     Accounts receivable 7,299,900        7,867,005        
     Deferred contract costs 2,799,512        3,411,825        
     Prepaid expenses 621,874           247,771           
     Inventory 25,422             74,788             

12,657,452      12,440,792      

Capital Assets 201,872           380,978           
Intangible assets 23,970             28,570             
Intellectual property 475,000           475,000           

13,358,295$   13,325,340$    

LIABILITIES
Current Liabilities
     Accounts payable and accrued liabilities 6,819,829$      6,592,573$      
     Deferred revenue 3,951,149        4,692,661        

10,770,978      11,285,234      

Term Loans and capital lease obligations 175,000           175,000           
Wachovia Term Loan 2,774,838        -                   

13,720,816      11,460,234      
SHAREHOLDERS’ EQUITY
     Common Shares 486,878           486,878           
     Retained Earnings (Deficit) (849,399)          1,378,228        

13,358,295$    13,325,340$    

 
 
 
See accompanying notes to the interim combined financial statements 
 
 
 
 
 
 
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Interim Combined Balance Sheets 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 
 

      As at March 31, 2005

Perfect Order Eliminate
Perfect Manufacturing, Intercompany

Order, Inc. Inc. Transactions Combined

ASSETS
Current Assets
     Cash and cash equivalents 2,313,317$     (402,574)$      1,910,744$      
     Accounts receivable 1,707,317       6,821,652       (1,229,068)$   7,299,900        
     Deferred contract costs -                 2,799,512       2,799,512        
     Prepaid expenses 556,075          65,800            621,874           
     Inventory -                 25,422            25,422             

4,576,709       9,309,812       12,657,452      

Capital Assets 201,872          -                 201,872           
Intangible assets 15,220            8,750              23,970             
Intellectual Property 475,000          -                 475,000           

5,268,802$    9,318,562$    13,358,295$    

LIABILITIES
Current Liabilities
     Accounts payable and accrued liabilities 2,654,015$     5,394,883$     (1,229,068)$   6,819,829$      
     Deferred revenue 881,168          3,069,981       3,951,149        

3,535,183       8,464,864       10,770,978      

Term Loans and capital lease obligations 175,000          -                 175,000           
Wachovia Term Loan 2,774,838       -                 2,774,838        

6,485,021       8,464,864       13,720,816      
SHAREHOLDERS’ EQUITY
     Common Shares 441,890          44,988            486,878           
     Retained Earnings (Deficit) (1,658,108)     808,709          (849,399)          

5,268,802$     9,318,562$     13,358,295$    

 
 
 
 
See accompanying notes to the interim combined financial statements 
 
 
 
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Interim Combined Balance Sheets 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 

      As at March 31, 2004

Perfect Order Eliminate
Perfect Manufacturing, Intercompany

Order, Inc. Inc. Transactions Combined

ASSETS
Current Assets
     Cash and cash equivalents 1,538,809$     (699,407)$        839,402$         
     Accounts receivable 1,298,644       8,085,331        (1,516,970)$   7,867,005        
     Deferred contract costs -                 3,411,825        3,411,825        
     Prepaid expenses 181,866          65,905             247,771           
     Inventory -                 74,788             74,788             

3,019,319       10,938,443      12,440,792      

Capital Assets 380,978          -                   380,978           
Intangible assets 19,820            8,750               28,570             
Intellectual Property 475,000          -                   475,000           

3,895,117$    10,947,193$   13,325,340$    

LIABILITIES
Current Liabilities
     Accounts payable and accrued liabilities 2,862,709$     5,246,835$      (1,516,970)$   6,592,573$      
     Deferred revenue 646,703          4,045,959        4,692,661        

3,509,411       9,292,793        11,285,234      

Term Loans and capital lease obligations 175,000          -                   175,000           
3,684,411       9,292,793        11,460,234      

SHAREHOLDERS’ EQUITY
     Common Shares 441,890          44,988             486,878           
     Retained Earnings (Deficit) (231,184)        1,609,411        1,378,228        

3,895,117$     10,947,193$    13,325,340$    

 
 
 
 
See accompanying notes to the interim combined financial statements 
 
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Interim Combined Income Statements 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 
For the three months ended March 31, 2005 with comparative figures for 2004

2005 2004

Sales 11,468,372$   14,235,587$   
Cost of Sales 9,222,846 11,410,172
Gross Profit 2,245,526 2,825,414

Selling and marketing 1,207,072 1,354,955
Research and development 493,012 295,537
General and administrative 657,008 507,733
Amortization and depreciation 85,075 83,875
Interest and bank charges 62,126 9,553
Non recurring expense 90,961 112,170

2,595,254 2,363,822

Earnings (loss) for the period (349,728)$     461,593$       

 
 
See accompanying notes to the interim combined financial statements 
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Interim Combined Income Statements 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 
 

             For the three months ended March 31, 2005

Perfect Order Eliminate
Perfect Order, Manufacturing, Intercompany

Inc. Inc. Transactions Combined

Sales 1,989,561$     9,885,316$     (406,506)$      11,468,372$   
Cost of Sales 1,231,161 8,159,766 (168,081) 9,222,846
Gross Profit 758,400 1,725,550 (238,424) 2,245,526

Selling and marketing 431,936 1,013,560 (238,424) 1,207,072
Research and development 493,012 0 493,012
General and administrative 255,439 401,569 657,008
Amortization and depreciation 85,075 0 85,075
Interest and bank charges 48,900 13,226 62,126
Non recurring expenses 26,495 64,466 90,961

1,340,857 1,492,821 (238,424) 2,595,254

Earnings (loss) for the period (582,457)$     232,730$       -$              (349,728)$       
 
 
 
See accompanying notes to the interim combined financial statements 
 
 
 
 
 
 
 
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Interim Combined Income Statements 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 

             For the three months ended March 31, 2004

Perfect Order Eliminate
Perfect Order, Manufacturing, Intercompany

Inc. Inc. Transactions Combined

Sales 1,829,277$     12,559,698$   (153,388)$      14,235,587$   
Cost of Sales 1,164,658 10,300,536 (55,021) 11,410,172
Gross Profit 664,619 2,259,162 (98,367) 2,825,414

Selling and marketing 315,153 1,138,168 (98,367) 1,354,955
Research and development 295,537 0 295,537
General and administrative 127,649 380,084 507,733
Amortization and depreciation 83,875 0 83,875
s) 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Interim Combined Statement of cash flows 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 

Three months ended March 31
2005 2004

Cash flows from (used in) operating activities:
    Net earnings (loss) for the period (349,728)$      461,593$        
    Items not affecting cash
          Amortization of capital and intangible assets 85,075            83,875            
          Other 25                   
          Net change in non-cash working capital items 3,074,232       148,415          

2,809,604       693,883          

Cash flows from (used in) investing activities:
Additions to capital assets (31,173)          (21,096)          

Cash flows from (used in) operating activities:
Wachovia Term Loan, net of repayments 2,774,838       -                 
Notes payable, bank (417,000)        -                 
Redemption of shareholders (2,850,000)     -                 

(492,162)        -                 

Increase in cash and cash equivalents 2,286,269       672,787          

Cash and cash equivalents, beginning of period (375,525)        166,615          

Cash and cash equivalents, end of period 1,910,744$    839,402$        

 
 
 
 
See accompanying notes to the interim combined financial statements 
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Notes to the interim combined financial statements 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 
1.   Financial statement presentation: 
 
These interim combined financial statements should be read in conjunction with the 
combined financial statements and notes included in the audited annual financial 
statements for the year ended December 31, 2004 for Perfect Order, Inc. and Perfect 
Order Manufacturing, Inc.  These financial statements have not been audited or reviewed 
by Perfect Order's auditors. 
 
The interim combined financial statements include the accounts of Perfect Order, Inc. and 
Perfect Order Manufacturing, Inc., which share common ownership. All significant 
intercompany accounts and transactions have been eliminated. 
 
 
2.   Accounting policies: 
 
The accounting policies applied in these interim combined financial statements are 
consistent with those applied in the annual audited financial statements. 
 
Note 15 to the audited financial statements for the year ended December 31, 2004 
discloses the restatement of two prior periods for the retroactive change in the method of 
recognizing revenue and expenses related to maintenance agreements.  Perfect Order now 
recognizes supported maintenance revenue and third party maintenance agreements 
ratably over the term of the related agreement.   Expenses related to these contracts are 
also recognized ratably over the term of the related agreement.  The interim combined 
financial statements as at March 31, 2004 reflect adjustments to the deferred revenue of 
$4,041,586 and to the deferred contract costs of $3,360,146.  
 
 
3.   Term Loans 
 
The Note payable to Ben Franklin Technology for $175,000 bears interest at the rate of 
4.75% per annum and is due on July 17, 2007. 
 
On January 7, 2005 Perfect Order entered into a redemption agreement with five 
shareholders holding approximately 40% of Perfect Order’s issued shares for $2,850,000.  
In order to effect this transaction Perfect Order borrowed $2,850,000 from the Wachovia 
Bank with a five year term and bearing interest at the LIBOR rate plus 2.1%.  
 
 



PERFECT ORDER, INC. 
PERFECT ORDER MANUFACTURING, INC. 
Notes to the interim combined financial statements 
(unaudited – prepared by management) 
(In U.S. dollars) 
 
 
4.   Share Capital  
 
On January 7, 2005 Perfect Order entered into a stock redemption agreement with five 
shareholders and paid them $2,850,000 for 1,140,000 shares of each company. 
 
 Perfect Order, Perfect Order 
 Inc. Manufacturing, Inc. 
 
Number of issued shares 3,060,000 3,060,000 
Less shares held in treasury   (120,000)   (120,000) 
Balance at December 31, 2004 2,940,000 2,940,000 
Redemption of shares   (1,140,000)   (1,140,000) 
Balance at March 31, 2005 1,800,000 1,800,000 
 
Note 5 to the audited combined financial statements for the year ended December 31, 
2004 states that the number of issued shares for Perfect Order Manufacturing, Inc. is 
5,100 shares and that there are 200 shares held in treasury.  These are incorrect as they 
don’t reflect a stock split that was done in prior years such that the number of issued 
shares at December 31, 2004 should be 3,060,000 and the number of shares held in 
treasury should be 120,000. 
 
5.   Subsequent Event 
 
Versatile, along with POAC obtained banking facilities with a U.S. based financial 
institution for a secured term loan of U.S. $2,800,000 as well as a secured demand loan of 
up to U.S. $3,000,000 based on a percentage of eligible accounts receivable.  On April 
26, 2005 the term loan was used to repay U.S. $2,739,332 for a term loan that Perfect 
Order had with Wachovia.   
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