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UNIQUE BROADBAND SYSTEMS, INC. 
Consolidated Balance Sheets 
(Unaudited) (In thousands of dollars) 
 
 

  
  May 31, 2005 August 31, 2004 
 

Assets 
 

Current assets: 
Cash and cash equivalents $ 4,066 $ 4,920 
Short-term investments 1,500 2,510 
Restricted cash 725 492 
Accounts receivable 2,809 2,809 
Inventory 276 274 
Prepaid expenses and deposits 838 2,035 

  10,214 13,040 
 

Capital assets 22,781 26,864 
 

Deferred charges 286 342 
 

  $ 33,281 $ 40,246 
 

Liabilities and Shareholders' Equity 
 

Current liabilities: 
Accounts payable and accrued liabilities $ 12,528 $ 12,557 
Income taxes payable - 40 
Unearned revenue 1,717 1,571 
Current portion of long-term debt 68 31 

  14,313 14,199 
 

Long-term debt 1,269 1,242 
 

Non-controlling interest 11,460 15,109 
 

Shareholders' equity: 
Share capital (note 2) 58,139 58,139 
Contributed surplus 634 375 
Deficit (52,534) (48,818) 

  6,239 9,696 
 
 

  $ 33,281 $ 40,246 
 

See accompanying notes to financial statements. 
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UNIQUE BROADBAND SYSTEMS, INC. 
Consolidated Statements of Operations and Deficit 
(Unaudited) (In thousands of dollars, except shares and per share amounts) 
 

    Three months ended Nine months ended 
  May 31 May 31 May 31 May 31 
  2005 2004 2005 2004 
 
Service and sales revenue (note 4) $ 9,179 $ 11,397 $ 28,915 $ 23,386 
 

Carrier charges and cost of sales  4,579 5,257 14,703 10,815 
 

Gross margin  4,600 6,140 14,212 12,571 
 

Expenses: 
Marketing and sales  506 905  2,352 1,270 
Customer care  891 1,227  2,933 2,286 
Engineering and operations  1,340 1,703  4,140 3,268 
General and administration  2,125 2,866  6,870 7,245 
Amortization of capital assets  1,646 1,343  4,946 2,822 
Amortization of deferred charges  32 61  85 77 
   6,540 8,105  21,326 16,968 

   (1,940) (1,965)  (7,114) (4,397) 
 

Equity interest in Look  - -  - 171 
Interest expense  89 71  178 122 
Interest income  43 37  117 161 
 

Loss from continuing operations before  
income taxes and non-controlling interest (1,986) (1,999)  (7,175) (4,187) 

 

Recovery of (provision for) income taxes  64 (18)  36 (33) 
 

Loss from continuing operations before  
non-controlling interest  (1,922) (2,017)  (7,139) (4,220) 

 

Non-controlling interest  947 1,482  3,423 2,316 
 

Loss from continuing operations  (975) (535)  (3,716) (1,904) 
 

Loss from discontinued operations  - -  - (7,001) 
  

Loss for the period  (975) (535)  (3,716) (8,905) 
 

Deficit, beginning of period  (51,559) (46,499)  (48,818) (38,129) 
 

Deficit, end of period $ (52,534) $ (47,034) $ (52,534) $ (47,034) 
 

Loss per share from continuing operations: 
Basic and diluted  $ (0.01) $ (0.01) $ (0.04) $ (0.02) 

 

 

Loss per share: 
Basic and diluted  $ (0.01) $ (0.01) $ (0.04) $ (0.09) 

 

 

Weighted average number of outstanding  
shares in thousands: 

Basic and diluted (note 2) 102,748 102,748 102,748 102,748 
 

 

See accompanying notes to consolidated financial statements. 
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UNIQUE BROADBAND SYSTEMS, INC. 
Consolidated Statements of Cash Flows 
(Unaudited) (In thousands of dollars) 
 

  Three months ended Nine months ended 
 May 31 May 31 May 31 May 31 
 2005 2004 2005 2004 
 
Cash flows from operating activities: 

Loss from continuing operations $ (975) $ (535) $ (3,716) $ (1,904) 
Non-controlling interest (947) (1,482) (3,423) (2,316) 
Equity interest in Look - - - (171) 
Amortization of capital assets 1,646 1,343 4,946 2,822 
Amortization of deferred charges 32 61 85 77 
Loss on disposal of capital assets - - - 3 
Amortization of stock based compensation 159 - 349 - 
Change in non-cash working capital (note 5) (27) (577) 1,642 472 
Cash flows from/(used in) continued operations (112) (1,190) (117) (1,017) 
Cash flows used in discontinued operations (49) 499 (653) (2,681) 

Cash flows used in operating activities (161) (691) (770) (3,698) 

 
Cash flows from financing activities: 

Interest on convertible debentures (1) - (33) - 
Repayment of obligations under capital leases (17) - (38) (3) 
Proceeds from rights offering - - - 5,218 
Deferred financing charges - - - (200) 
Proceeds from re-financing term debt - - - 200 
Repayment of term loans - (37) - (173) 
Cash flows from/(used in) financing activities (18) (37) (71) 5,042 

 
Cash flows from investing activities: 

Restricted cash (215) (15) (233) (18) 
Net redemption of short-term investments 500 - 1,010 - 
Cash acquired on consolidation of Look - - - 1,896 
Purchase of capital assets (94) (457) (761) (1,935) 
Deferred charges (29) (116) (29) (303) 
Cash flows from/(used in) investing activities 162 (588) (13) (360) 

 
Increase/(decrease) in cash and cash equivalents (17) (1,316) (854) 984 
 
Cash and cash equivalents, beginning of period 4,083 12,653     4,920 10,353 
 

Cash and cash equivalents, end of period $ 4,066 $ 11,337 $ 4,066 $ 11,337 

 

See accompanying notes to consolidated financial statements. 

 

 

 

 



UNIQUE BROADBAND SYSTEMS, INC. 
Notes to Consolidated Financial Statements (continued) 
(In thousands of dollars, except shares and per share amounts) 
 
Quarter 3 ended May 31, 2005 
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Unique Broadband Systems, Inc. (the "Company") is a publicly listed Canadian company that has 

investments in broadband assets and a 51.06% fully diluted equity interest in Look Communications 

Inc. ("Look").  With its licensed spectrum through Look, the Company is a Canadian digital television 

broadcaster and broadband wireless service provider.  References to "UBS" include Unique 

Broadband Systems, Inc. and its wholly owned subsidiary UBS Wireless Services Inc.  References to 

the Company include UBS and Look. 

The Company's origin in the wireless industry was that of a technology company that designed, 

developed and manufactured broadband wireless access, wireless transport and digital audio and 

video broadcasting solutions (the "Engineering and Manufacturing Business" or "E&M Business").  On 

October 8, 2003, this E&M Business was sold.  Effective November 30, 2003, UBS received the 

necessary regulatory approvals to permit the exercise of its fully funded option to purchase a further 

21.16% of Look, and, accordingly on December 30, 2003 UBS exercised this option and acquired 

control (51.06%) of Look. 

UBS and Look have changed their year-ends to August 31 in order to standardize their financial 

reporting periods.  This change resulted in the Annual Report for 2004 of the Company covering a 

period representing 15 months to August 31, 2004. The financial statements for Quarter 3 ended May 

31, 2005 should be read in conjunction with the 2004 Annual Reports of UBS and Look and the 

Quarter 3 financial statements of Look ended May 31, 2005. 

1. Basis of presentation: 

The accompanying unaudited financial statements are prepared in accordance with Canadian 

generally accepted accounting principles for interim financial statements. Certain information 

and note disclosures normally included in the annual financial statements prepared in 

accordance with generally accepted accounting principles have been condensed to include only 

the notes related to elements which have significantly changed in the interim period.  As a 

result, these interim consolidated financial statements do not contain all disclosures required to 

be included in the annual financial statements. These consolidated condensed financial 

statements are prepared following accounting policies consistent with the Company’s audited 

annual consolidated financial statements and notes thereto for the year ended August 31, 2004. 

The going concern basis of presentation assumes that the Company will continue in operation 

for the foreseeable future and will be able to realize its assets and discharge its liabilities and 

contingencies. 

There is doubt about the Company’s ability to continue as a going concern as it has incurred 

significant operating losses over the past two years and has a working capital deficiency of 

$4,099 as at May 31, 2005 (August 31, 2004 - $1,159). 



UNIQUE BROADBAND SYSTEMS, INC. 
Notes to Consolidated Financial Statements (continued) 
(In thousands of dollars, except shares and per share amounts) 
 
Quarter 3 ended May 31, 2005 
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The Company and Look's ability to continue as a going concern is dependent upon achieving 

and maintaining profitable operations and successful implementation of the Company's 

business strategy.  The outcome of these matters cannot be predicted at this time.  The 

consolidated financial statements have been prepared on a going concern basis and do not 

include any adjustments to the amounts and classifications of the assets and liabilities that 

would be necessary if the going concern basis was not appropriate.  Such adjustments could be 

material.  

These consolidated financial statements include the accounts of UBS and Look, a company in 

which UBS has a 51.06% fully diluted interest.  All significant inter-company transactions and 

balances have been eliminated.  UBS and Look have changed their year-ends to August 31 in 

order to standardize their financial reporting periods.  For the period from June 1, 2003 to 

November 30, 2003, the operations of Look were accounted for by UBS using the equity 

method.  From December 1, 2003 the financial statements of the Company consolidate the 

financial position and the results of operations of Look. As a result of these accounting changes, 

Quarter 3, 2005 consolidates nine months of revenue and expenses for Look compared with 

Quarter 3, 2004, which only consolidates six months of revenue and expenses for Look, the 

remaining three months being accounted for using the equity method. 

2. Share capital: 

(a) Authorized 

Unlimited common shares 
Unlimited Class A non-voting shares 

(b) Issued: 

At May 31, 2005, the Company had issued 91,442,522 common shares (August 31, 2004 – 

91,442,522) and 11,305,332 Class A non-voting shares (August 31, 2004 – 11,305,332) for 

total issued shares of 102,747,854 (August 31, 2004 - 102,747,854). 

3.      Stock based compensation: 

The UBS stock option plan (the "Plan") provides for the granting of stock options to employees, 

directors and consultants of UBS.  Under the Plan, up to 19,765,396 common shares may be 

issued from treasury.  Options are granted at prices equal to or greater than the market value 

on the date of grant, and in the absence of terms specifying otherwise, vest annually over a 

three-year period and are exercisable during a period not to exceed 10 years from the date of 

grant. Options to purchase 500,000 common shares were granted during the quarter at an 

exercise price of $0.195. The options vest over two years and expire on April 21, 2010. There 

were 12,776,000 options outstanding at May 31, 2005 (August 31, 2004 – 11,588,000). 



UNIQUE BROADBAND SYSTEMS, INC. 
Notes to Consolidated Financial Statements (continued) 
(In thousands of dollars, except shares and per share amounts) 
 
Quarter 3 ended May 31, 2005 
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During the three-month and nine-month periods ended May 31, 2005, the Company recorded 

stock-based compensation expense of $113 and $272 respectively (three-month and nine-

month periods ended May 31, 2004 - $nil) related to options issued to employees and $46 and 

$77 respectively (three-month and nine-month periods ended May 31, 2004 - $nil and $33 

respectively) related to options issued to non-employees, which has been recorded in 

contributed surplus.  The fair value for the UBS options granted during the period was 

determined using the Black-Scholes pricing model with the following assumptions:  an average 

risk free interest rate of 3.02%, a dividend yield of 0%, a volatility factor of the expected market 

price of UBS shares of 70%, and a weighted-average expected option life of three and a half 

years.   

CICA Handbook Section 3870 requires the disclosure of pro forma loss and basic and diluted 

loss per share information for those options issued prior to June 1, 2003.  Had compensation 

cost for options granted prior to June 1, 2003 been determined based on the fair value method 

of accounting for stock-based compensation, the Company's loss for the quarter ended May 31, 

2005 and basic and diluted loss per share would have been increased to the pro forma amounts 

as follows: 

 

                                                                  Three months ended Nine months ended 
  May 31    May 31 May 31 May 31 
  2005 2004 2005 2004 

 
Loss for the period, as reported $ 975 $ 535 $ 3,716 $ 8,905 
Stock compensation expense  29 58 87 126 
 
Pro forma loss for the period $ 1,004 $ 593 $  3,803 $   9,031  

 
Basic and diluted loss per share, as reported $ (0.01) $ (0.01) $ (0.04) $ (0.09) 
Pro forma basic and diluted loss per share $ (0.01) $ (0.01) $ (0.04) $ (0.09) 
 

 

The fair value of these options was determined using the Black-Scholes pricing model. 

Under generally accepted accounting principles, the fair value of stock-based awards to 

employees is calculated through the use of option pricing models, such as the Black-Scholes 

model, even though such models were developed to estimate the fair value of freely tradable, 

fully transferable options without vesting restrictions.  These models also require subjective 

assumptions, including future stock price volatility and expected time to exercise, which greatly 

affect the calculated values.  Because the Company's stock-based awards have characteristics 

significantly different from those of freely traded options and because changes in the subjective 

input assumptions can materially affect the fair value estimate, in management's opinion, the 

existing models do not necessarily provide a reliable single measure of the fair value of its 

stock-based awards. 



UNIQUE BROADBAND SYSTEMS, INC. 
Notes to Consolidated Financial Statements (continued) 
(In thousands of dollars, except shares and per share amounts) 
 
Quarter 3 ended May 31, 2005 
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4. Segment Disclosure: 

 

The Company, through Look, currently operates as a wireless broadband carrier, delivering a full 

range of communications services including wireless digital television distribution, dial-up and 

high speed Internet access and web-related services including web-hosting and domain name 

registration.   

 

Service and sales revenue consists of data services, broadcast distribution, storage revenues 

and equipment sales revenue. Data services revenue is earned from monthly and annual 

subscriptions from individuals and businesses for access to the Internet. Broadcast distribution 

revenue is earned from the provision of digital television services to residential and commercial 

customers. Storage revenues include hosting services, web-server co-location services and 

domain names. Equipment sales and installations revenue is earned from the sale of equipment 

for both Internet and broadcast distribution services and the installations of such services.  

 

Carrier charges and cost of sales include the costs of data distribution on common carriers 

(telephone companies) for Internet services, programming for video services, Web-related 

services costs and customer premise equipment for re-sale to customers. Programming costs 

include the service fees paid to networks and other distributors to obtain the video and audio 

signals for distribution to subscribers. While the costs of data distribution and web related 

services vary with the number of subscribers, programming costs vary directly with the number of 

channels carried and the number of subscribers.  
 

Revenue and Cost of Sales by major category are as follows: 
 

 

 
 

Three months ended  
May 31, 2005 

Three months ended  
May 31, 2004 

Major category Revenue Cost of Sales Revenue Cost of Sales 
Data services 3,681 1,698 4,616 1,330 
Broadcast distribution 3,966 2,286 5,210 3,387 
Storage revenues 1,328 418 1,367 478 
Services revenue 8,975 4,402 11,193 5,195 
Sales and Installations 204 177 204 62 
Total service and sales revenue $9,179 $4,579 $11,397 $5,257 

     
 



UNIQUE BROADBAND SYSTEMS, INC. 
Notes to Consolidated Financial Statements (continued) 
(In thousands of dollars, except shares and per share amounts) 
 
Quarter 3 ended May 31, 2005 
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Nine months ended 
May 31, 2005 

Nine months ended 
May 31, 2004 

Major category Revenue Cost of Sales Revenue Cost of Sales 
Data services 11,356 5,386 9,390 3,178 
Broadcast distribution 12,811 7,277 10,835 6,433 
Storage revenues 3,883 1,353 2,622 1,074 
Services revenue 28,050 14,016 22,847 10,685 
Sales and Installations 865 687 539 130 
Total service and sales revenue $28,915 $14,703 $23,386 $10,815 

 

The comparative figures for 2004 represent Look’s results for the six months after its operations 

were consolidated from December 1, 2003. For the preceding three months there was no 

reported revenue because of Look being accounted for using the equity method and the 

divestiture of the Engineering and Manufacturing Business, which resulted in the re-

classification of this business as discontinued operations.  

5. Supplemental cash flow information:  

(a) Change in non cash operating working capital – continuing operations 

 

 Three months ended Nine months ended 
  May 31 May 31 May 31 May 31 
 2005 2004 2005 2004 

Accounts receivable $ 538 $ 584 $ - $ 297 
Inventory  (110)  -          (2)  - 
Prepaid expenses and deposit  (109)  (306)  1,197  (329) 
Accounts payable and accrued liabilities  (218)  (789)  301  226 
Unearned revenue  (128)  (66)  146  278 

Total change in non-cash working capital $ (27) $ (577) $ 1,642 $ 472 

(b) Non cash investing and financing activities 

 

 Three months ended Nine months ended 
  May 31 May 31 May 31 May 31 
 2005 2004 2005 2004 

Capital assets acquired under  
capital leases $ -  - $ 102 $ - 
Accrued interest on convertible debentures      $       80          $       65       $       60          $      65  
Share capital restructuring costs in accruals     $     224                     -       $ 224                    - 

 



UNIQUE BROADBAND SYSTEMS, INC. 
Notes to Consolidated Financial Statements (continued) 
(In thousands of dollars, except shares and per share amounts) 
 
Quarter 3 ended May 31, 2005 
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6. Litigation:  

 
On May 17, 2005 a proceeding was brought against UBS alleging damages of approximately 
$700 for repairs to premises under a lease. UBS has filed a third party claim against a sub-
tenant for indemnification of any damages to the subleased premises. Management believes it 
has a good defence and intends to vigorously defend its position. 
 
On June 8, 2005 an investment dealer filed a third party claim against UBS resulting from 
litigation against that investment dealer by two shareholders of UBS. The claim against the 
investment dealer, for $42,000, is for negligence and breach of contract pertaining to a 
secondary sale of UBS shares in 2000, on behalf of the two shareholders. The third party claim 
against UBS alleges that UBS indemnified the investment dealer against claims on the 
performance of the investment dealer with respect to this secondary sale of UBS shares. 
Management sees no merit in the third party claim and intends to vigorously defend its position.  

7. Comparative consolidated financial statements: 

 

Adjustments have been made to certain of the comparative figures to conform to the 

presentation adopted in the 2005 interim consolidated financial statements. 

    

 August 31, 2004 
 

Prior period 
adjustment 

August 31, 2004 

ASSETS    

Current    

Cash and cash equivalents 4,920  4,920 

Short-term investments 2,510  2,510 

Restricted cash 492  492 

Accounts receivable 2,809  2,809 

Inventory  53 221 274 

Prepaid expenses and other amounts receivable 3,019 (984) 2,035 

Total current assets 13,803 (763) 13,040 

Capital assets, net  26,101 763 26,864 

Deferred charges, net 342  342 

 $40,246 — $40,246 

 

These prior period adjustments had no impact on the consolidated statement of operations and 

cash flows for the year ended August 31, 2004.  As at August 31, 2004 the prior period 

adjustments increased the ending working capital deficiency from $396 to $1,159. 
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