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Wi-LAN Inc.

Consolidated Statements of Operations and Deficit

(in thousands of Canadian dollars, except per share amounts)

Years ended October 31 2007 2006

Revenues 61,270$                2,108$               

Income/(expenses) from the following

Operating expenses

Stock-based compensation (note 13(d)) ((2,222)                  (447)                  

Other operating expenses ((11,198)                (5,274)                

Total operating expenses ((13,420)                (5,721)                

Depreciation & amortization ((7,766)                  (676)                  

Settlement (note 4) --                           9,635                 

Gain on sale of property (note 5) --                           1,145                 

Gain on debt settlement (note 6) --                           2,919                 

Other income --                           29                     

Interest

Interest income 33,153                   219                   

Interest expense on long-term debt --                           (97)                    

Earnings from continuing operations before income taxes 443,237                 9,561                 

Provision for income tax recovery/(expense) (note 7)

Current ((16,766)                -                        

Future 1,146                   16,726               

(15,620)                16,726               

Earnings from continuing operations 227,617                 26,287               

Loss from discontinued operations (note 8) --                           (12,178)              

Net and comprehensive earnings 227,617                 14,109               

Deficit, beginning of period ((165,592)              (179,701)            

Deficit, end of period ((137,975)$             (165,592)$         

Earnings/(loss) per share - basic and diluted (note 13h)

Continuing operations

Basic 00.36$                    0.54$                

Diluted 00.34$                    0.54$                

Discontinued operations

Basic -$                      (0.25)$               

Diluted --$                      (0.25)$               

Net earnings

Basic 00.36$                    0.29$                

Diluted 00.34$                    0.29$                

Weighted average number of shares

Basic 777,784,956           48,447,178        

Diluted 880,092,485           48,777,982        

See accompanying notes to consolidated financial statements
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Wi-LAN Inc.

Consolidated Balance Sheets

(in thousands of Canadian dollars)

As at October 31 2006

Assets

Current assets

Cash and cash equivalents 991,542$         16,680$           

Accounts receivable 22,916            400                  

Future tax asset (note 7) --                   16,726              

Prepaid expenses and deposits 2211               387                  

Assets held for sale (note 10) 33,696            -                      

Assets of discontinued businesses (note 8) --                   621                  

Current assets 998,365          34,814              

Furniture and equipment, net (note 11) 7785               174                  

Patents and other intangibles, net (note 12) 1146,955        9,787                

Goodwill (note 3) 116,400          -                      

Assets 2262,505$       44,775$           

Liabilities and Shareholders' equity

Current liabilities

Accounts payable and accrued liabilities 44,371$           814$                

Mortgage payable related to assets held for sale 5518               -                      

Liabilities of discontinued businesses (note 8) --                   687                  

Current liabilities 44,889            1,501                

Future income tax liability (note 3) 224,575          -                      

Liabilities 229,464          1,501                

Shareholders' equity

Common shares 3362,094        202,396            

Contributed surplus 8,922            6,470                

Deficit ((137,975)       (165,592)           

Shareholders' equity 2233,041        43,274              

Liabilities and Shareholders' equity 2262,505$       44,775$           

Commitments and contingencies (note 15)

See accompanying notes to consolidated financial statements

On behalf of Board:

(signed) Richard Shorkey (signed) John Gillberry

Richard Shorkey John Gillberry

Director Director

2007
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Wi-LAN Inc.

Consolidated Statements of Cash Flows

(in thousands of Canadian dollars)

Years ended October 31 2007 2006

Cash provided by/(used in)

Operations

Earnings from continuing operations 227,617$                26,287$             

Non-cash items

License revenue settled by receipt of patents (note 12) ((42,096)                -                        

Stock-based compensation 22,222                   447                   

Depreciation & amortization 77,766                   676                   

Non-cash settlement (note 4) --                           (9,635)                

Gain on sale of property (note 5) --                           (1,145)                

Gain on sale of patents --                           (429)                  

Income taxes (note 7) 115,580                 (16,726)              

Other non-cash items --                           (4,403)                

11,089                 (4,928)                

Change in non-cash working capital balances

Accounts receivable ((1,201)                  (400)                  

Prepaid expenses and deposits 8873                      66                     

Net assets held for sale ((162)                     -                        

Accounts payable and accrued liabilities 11,595                   (892)                  

Cash generated from/(used in) continuing operations 112,194                 (6,154)                

Cash used in discontinued operations (note 8) ((66)                       (7,800)                

Cash generated from/(used in) operations 12,128                 (13,954)              

Financing

Mortgage repayment ((37)                       -                        

Proceeds on sale of common shares, net (note 13) 665,929                 14,738               

Share capital issued for cash on the exercise of options 11,659                   479                   

Share capital issued for cash on the exercise of warrants 7765                      233                   

Loan proceeds -                           2,000                 

Loan repayment --                           (2,000)                

Cash generated from continuing operations 668,316                 15,450               

Cash used in discontinued operations (note 8) --                           (61)                    

Cash generated from financing 68,316                 15,389               

Investing

Transaction costs incurred on acquisition of Tri-Vision (note 3) ((1,771)                  -                        

Cash received on acquisition of Tri-Vision (note 3) 55,782                   -                        

Purchase of furniture and equipment ((672)                     (107)                  

Purchase of patents for cash ((8,921)                  (6)                      

Proceeds from settlement, net (note 4) --                           9,635                 

Proceeds from sale of patents (note 4) --                           1,510                 

Cash generated from/(used in) continuing operations ((5,582)                  11,032               

Cash generated from discontinued operations (note 8) --                           523                   

Cash generated from/(used in) investing (5,582)                  11,555               

Net cash and cash equivalents generated in the period 74,862                 12,990               

Cash and cash equivalents, beginning of period 116,680                 3,690                 

Cash and cash equivalents, end of period 91,542$                16,680$             

See accompanying notes to consolidated financial statements
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Wi-LAN Inc. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Years ended October 31, 2007 and 2006 

(thousands of Canadian dollars, except share and per share amounts, unless otherwise stated) 

 
1. NATURE OF BUSINESS 

Wi-LAN Inc. (“Wi-LAN”, or the “Company”) was continued under the Canada Business Corporations 

Act on August 7, 2007. The Company was previously incorporated under the Business Corporations Act 

(Alberta). 

 

Wi-LAN has developed, acquires and licenses a range of intellectual property that drives products in 

communications and consumer electronics markets. Some of the fundamental technologies covered 

by the Company’s patents include: Wi-Fi, WiMAX, CDMA, DSL, DOCSIS, Mesh, GSM/EDGE and V-chip. 

The DSL patents were acquired from Nokia Corporation in December 2006 (note 12) and Fujitsu 

Limited in October 2007, a DOCSIS patent was purchased in May 2007, Mesh patents were acquired in 

July 2007, GSM/EDGE were purchased in September 2007 and V-chip patents were acquired in June 

2007 with the acquisition of Tri-Vision International Ltd./Ltée (“Tri-Vision”) (note 3). 

 

Wi-LAN is a technology innovation and licensing company. The Company divested its products and 

engineering services businesses in fiscal 2006 (note 8). The results of the products business and 

engineering services business have been reported as discontinued operations in these financial 

statements. 

2. SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 

The consolidated financial statements of Wi-LAN include the accounts of Wi-LAN and its subsidiaries 

and have been prepared in accordance with Canadian generally accepted accounting principles 

(“GAAP”) and are stated in Canadian dollars. All inter-company transactions and balances have been 

eliminated. 

 

On June 29, 2007, the Company acquired Tri-Vision, including its wholly-owned subsidiaries, Tri-Vision 

Electronics Inc. and Tri-Vision Electronics 2006 Inc. The Company included the results of Tri-Vision 

from the date of acquisition. 

 

The significant accounting policies are summarized below: 

 

� Estimates and Assumptions 

The preparation of financial statements in conformity with GAAP requires management to make 

estimates and assumptions that affect the reported amounts of assets and liabilities, and the 

disclosure of contingent assets and liabilities at the dates of the financial statements, and the 

reported amounts of revenues and expenses during the years. Actual results could differ from 

those estimates. 
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� Business Combinations 

Wi-LAN accounts for business acquisitions using the purchase method of accounting and records 

intangible assets separate from goodwill. Intangible assets are recorded at their fair value as at 

the date of acquisition. Goodwill is recorded as the residual amount of the purchase price less the 

fair value assigned to the individual assets acquired and liabilities assumed as at the date of 

acquisition. 

 

� Comprehensive Income and Financial Instruments 

The Company adopted the Canadian Institute of Chartered Accountants (“CICA”) Handbook 

Section 1530, “Comprehensive Income,” CICA Handbook section 3855, “Financial Instruments – 

Recognition and Measurement,” CICA Handbook section 3861, “Financial Instruments – 

Presentation and Disclosure, and ” CICA Handbook section 3865, “Hedges.” 

 

These new Handbook sections provide requirements for the recognition and measurement of 

financial instruments, hedge accounting and reporting, and displaying comprehensive income. 

The standards require that all financial assets be classified as held for trading (HFT), available for 

sale (AFS), held to maturity, or loans and receivables. Furthermore, these standards require that 

all financial assets be measured at fair value with the exception of loans and receivables, debt 

securities classified as held to maturity and equities which do not have quoted market values in 

active markets. 

 

Depending on the designation of the financial instruments, changes in unrealized fair value are 

reflected either in net income or in other comprehensive income. Changes in financial assets 

designated as HFT continue to be reported in net income in the statement of net income. Changes 

in financial assets designated as AFS are reported as other comprehensive income (OCI) in the 

statement of comprehensive income and are included in accumulated other comprehensive 

income (AOCI) until the financial asset is disposed of or becomes impaired. 

 

The adoption of these policies has not had an impact on Wi-Lan’s financial statements. The 

Company holds financial instruments with the following designations and accounting treatments: 

 

o Available-for-sale financial assets 

AFS securities are carried at fair values with unrealized gains and losses included in AOCI as 

described above. Dividends, interest, and realized gains and losses on sales are included in 

interest income. Write-downs for other-than-temporary impairments in value are included in 

the investment provision in the statement of net income. 

 

o Loans and receivables 

Accounts receivable are designated into this category. Loans and receivables are accounted 

for at amortized cost using the effective interest rate method; and, changes are reflected in 

the statement of net income. 

 

o Other financial liabilities 

Current liabilities are designated into this category. Other financial liabilities are recorded at 

amortized cost using the effective interest rate method; and, changes are reflected in the 

statement of net income. 
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� Revenue Recognition 

The Company licenses rights to its patent portfolio and recognizes revenue when it is earned. The 

Company considers revenue to be earned when it has persuasive evidence of an arrangement, the 

obligation has been fulfilled in accordance with the terms of the licensing agreement, including 

delivery and acceptance, and collection is reasonably assured. 

 

Revenues from licensing arrangements with extended payment terms where fees are fixed in one 

or more instalments of cash or in-kind property, such as patents, are generally recognized as 

payments become due. 

 

Revenues from royalties based on the licensee’s sale of products incorporating or using the 

Company’s patent portfolio, often referred to as “running royalties,” are recognized based on 

royalties due to Wi-LAN as reported by licensees during the period. 

 

� Stock-based Compensation 

The Company has a stock option plan (“Option Plan”) for certain employees, directors and 

consultants. The Company accounts for stock options using the fair value method. Compensation 

expense is measured at the estimated fair value of the options at the date of grant and charged to 

earnings over the vesting periods. The amount expensed is credited to contributed surplus in the 

period. Upon the exercise of stock options, cash received is credited to share capital together with 

any amount previously credited to contributed surplus related to the options exercised. 

 

� Deferred Stock Units 

The Company has a deferred stock unit plan (“DSU Plan”) for certain employees and directors. 

The Company has the right to settle the DSUs in either cash or by the issuance of common shares. 

The liability for outstanding units and related expense for the DSUs are adjusted to reflect the 

market value of the common shares at each balance sheet date. 

 

� Restricted Share Units 

The Company implemented a restricted share unit plan (“RSU Plan”) for certain employees and 

directors on January 2, 2007, and has granted RSUs pursuant to its employment agreements. 

Under the current RSU Plan, units are settled in cash based on the market value of Wi-LAN’s 

common shares on dates the RSUs vest. The accrued liability and related expense for the RSUs 

are adjusted to reflect the market value of the common shares at each balance sheet date. 

 

� Income Taxes 

The Company uses the liability method of accounting for income taxes. Future income tax assets 

and liabilities are determined based on the difference between the accounting and tax bases of the 

assets and liabilities, and measured using the substantively enacted tax rates that are expected to 

be in effect when the differences are estimated to be reversed.  

 

� Per share Amounts 

Using the treasury stock method, per share amounts are calculated based on the weighted 

average number of shares issued and outstanding during the period. 

 

� Cash and Cash Equivalents 

Cash and cash equivalents comprise cash in bank accounts, term deposits and GIC’s or similar 

financial instruments with maturities of three months or less at the date of the investment. 
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� Foreign Currency Translation 

Monetary assets and liabilities denominated in foreign currencies are translated into Canadian 

dollars at exchange rates prevailing at the balance sheet date. The gains and losses resulting 

from the translation of these amounts have been reflected in the net earnings/(losses) for the 

year. Non-monetary items and any related amortization of such items are measured at the rate of 

exchange in effect when the assets were acquired or obligations incurred. Revenues and expenses 

denominated in foreign currencies are translated at the relevant exchange rates prevailing during 

the year. Exchange gains and losses are included in the net earnings/(losses) for the year. 

 

� Assets Held For Sale 

Assets are reported as assets held for sale when management determines that the carrying 

amount will be recovered principally through a sale transaction, rather than through continuing 

use, and liabilities related to assets held for sale are directly associated with those assets that will 

be transferred in the transaction. Long-lived assets are recorded as assets held for sale at the 

lower of cost or fair value less costs to sell and are no longer amortized or depreciated. 

 

� Furniture and Equipment 

Furniture and equipment are carried at cost less accumulated depreciation. Depreciation is 

calculated over the estimated useful lives of the assets as follows: 

 

Computer equipment and software       3 years 

Furniture and equipment        5 years 

Leasehold improvements                 term of the lease 

 

� Patents and Other Intangibles 

Patents and other intangibles are carried at cost less accumulated amortization. Amortization is 

calculated on the straight-line basis over the estimated useful lives or the remaining term of the 

patent (up to 20 years), whichever is less. The carrying value of patents and other intangibles is 

reviewed for impairment when events or circumstances indicate that the carrying amount may not 

be recoverable. Impairments are determined by comparing the carrying value to the estimated 

undiscounted future cash flows to be generated by those assets. If this assessment indicates that 

the carrying value of the patents and other intangibles is not recoverable, the carrying value is 

then compared with the estimated fair value of the assets, and the carrying value is written down 

to the estimated fair value. 

 

� Goodwill 

Goodwill represents the excess of the purchase price of acquired businesses over the fair value 

assigned to identifiable assets acquired and liabilities assumed, and is recorded as at the date of 

the business combination. Goodwill is not amortized, but is tested for impairment annually or 

more frequently if events or changes in circumstances indicate the asset might be impaired. 

 

The impairment test is carried out in two steps. In the first step, the carrying value of the reporting 

unit including goodwill is compared with its fair value. When the fair value of a reporting unit 

exceeds its carrying value, goodwill of the reporting unit is considered not to be impaired and the 

second step is unnecessary. 
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In the event the fair value of the reporting unit, including goodwill, is less than the carrying value, 

the implied fair value of the reporting unit’s goodwill is compared with its carrying value to 

measure the amount of the impairment loss. When the carrying value of goodwill in the reporting 

unit exceeds the implied fair value of the goodwill, an impairment loss is recognized in an amount 

equal to the excess and is presented as a separate line item in the consolidated statements of 

operations and deficit. 

 
3. ACQUISITION OF TRI-VISION 

On June 29, 2007, the Company acquired Tri-Vision, including its wholly-owned subsidiaries, Tri-Vision 

Electronics Inc. and Tri-Vision Electronics 2006 Inc. 

 

The Company issued 17,649,212 common shares valued at $90,212 and reserved an additional 517,696 

common shares in exchange for outstanding Tri-Vision warrants valued at $842. In addition, the 

Company incurred $1,496 in transaction costs and $400 in restructuring costs related primarily to its 

plan to sell Tri-Vision’s cable television products and distribution business. 

 

Total consideration paid and net identifiable assets acquired are as follows: 

 

Total consideration paid comprises

Issued common shares 90,212                   

Warrants 842                        

Transaction costs 1,496                     

Restructuring costs 400                        

Total consideration as at the date of acquisition 92,950                   

Net identifiable assets acquired

Cash and cash equivalents 5,782                     

Accounts receivable 1,315                     

Prepaid expenses and deposits 697                        

Assets held for sale 3,534                     

Furniture & equipment 71                          

Patents and other intangibles 93,264                   

Accounts payable and accrued liabilities (1,837)                    

Mortgage payable related to assets held for sale (555)                       

Future income tax liability (25,721)                  

Fair value of net assets acquired 76,550                   

Goodwill, the excess of consideration paid over the

fair value of net indentifiable assets acquired 16,400                   

The Company engaged a major independent accounting firm to assist in determining the fair value of 

the assets acquired, and has accounted for the acquisition based in part on the results of their 

valuation report. The restructuring costs of $400 are for severance related to the disposal of Tri-

Vision’s cable products and distribution operations, and the Company’s integration strategy. As of 

October 31, 2007, certain transaction and restructuring costs, totalling $125 were included in accounts 

payable and accrued liabilities.   
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Subsequent to October 31, 2007, the Company closed the sale of Tri-Vision’s cable television products 

and distribution business for proceeds of approximately $1.2 million. The acquirer purchased certain 

inventory, capital assets and all applicable customer contracts, agreements and existing sales 

prospects relating to the business and all staff associated with the business accepted positions with 

the acquirer. 

 
4. SETTLEMENT 

 

In December 2005, the Company signed an agreement with Cisco Systems Inc. for the purchase of 

patents, paid-up and prepaid royalties on certain patents and settlement costs.  

 

In January 2006, Wi-LAN received proceeds of $11,648 (US$10,000). The settlement, less related costs 

of the patents sold and expenses totalling $2,013, resulted in a net gain of $9,635. 

5. GAIN ON SALE OF PROPERTY 

In April 2005, the Company sold its head office facility in Calgary and committed to a seven year lease 

on approximately 35,000 square feet of office space. The gain on sale of approximately $1,200 is being 

recognized over the term of the operating lease.   

 

Due to the termination of the associated lease in January 2006, and the move of the head office to 

smaller premises in Calgary, the Company recognized the $1,145 balance of the deferred gain as 

earnings in 2006. 

 
6. GAIN ON DEBT SETTLEMENT 

In March 2006, Wi-LAN and Industry Canada reached an agreement to terminate a Contribution 

Agreement, as amended, under the Technology Partnerships Canada (“TPC”) program. In accordance 

with the settlement agreement, Wi-LAN paid $1,800 during its fiscal second quarter ended April 30, 

2006, and was released unconditionally by the government from any further claims or commitments 

under the TPC program. This release included the elimination of the Company’s prior obligation to 

issue warrants to purchase Wi-LAN common shares. The accrual to issue warrants, which was 

potentially to be settled in cash, amounting to $4,719 at January 31, 2006 was credited to earnings in 

the Company’s fiscal second quarter 2006, resulting in a net gain of $2,919 after the $1,800 

repayment. 

7. INCOME TAXES 
 

A reconciliation of the expected provision for income tax (expense)/recovery to the actual provision for 

income tax (expense)/recovery reported in the consolidated statements of operations is as follows: 

 
2007 2006

Earnings from continuing operations before taxes 43,237$            9,561$             

Expected income tax expense at Canadian 

statutory income tax rate of 36.12% (2006 - 36.12%) (15,617)            (3,453)              

Permanent differences (813)                 29                    

Effect of change in tax rates (259)                 -                       

Foreign withholding taxes paid (40)                   -                       

Reduction in valuation allowance 1,109               20,150             
Provision for income tax (expense)/recovery (15,620)$           16,726$            
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Future income taxes reflect the net tax effect of temporary differences between the carrying amounts 

of assets and liabilities for financial reporting purposes and the amounts used for income tax 

purposes. Significant components of the Company’s future tax assets and liabilities are as follows: 

 
2007 2006

Operating tax loss carryforwards 9,936$              27,602$           

Scientific research and experim ental developm ent 5,579               5,925               

("SR&ED") carryforwards

Share issue costs 375                  280                  

Accounts payable and other 20                    -                       

Difference between tax and book value of V-Chip assets (21,673)            2,894               

Total future tax (liabilities)/assets (5,763)              36,701             

Valuation allowance (18,812)            (19,975)            
Future tax (liability)/asset (24,575)$           16,726$            

 

In assessing the realizability of future tax assets, management considers whether it is more likely 

than not that some portion or all of the future tax assets will not be realized. The realization of future 

tax assets is dependent upon the generation of future taxable income during the periods in which 

those temporary differences are deductible. The amount of the future tax asset considered realizable 

could change materially in the near term, based on future taxable income during the carryforward 

period. 

 

As at October 31, 2007, the Company had unused non-capital tax losses of approximately $30,083 

(2006 - $76,418) and SR&ED credits totalling $16,902 (2006 - $16,403) that are due to expire as 

follows: 

 
 SR & ED  

C redits 

 Operating  Tax 

losses 

2015 12,999$           

2026 15,777             

2027 1,307               

Indefinite 16,902$            -                       
16,902$            30,083$            

 

The Company also has investment tax credits of $4,287, that expire in various amounts from 2008 to 

2012, and $26,191 of capital losses carried forward with no expiry date. 

 

In addition, the Company has approximately US$1,477 of net operating loss carryforwards available for 

U.S. income tax purposes to reduce taxable income of future years. 

 
8. FINANCIAL RESULTS OF DISCONTINUED OPERATIONS 

 

Wi-LAN discontinued its products and engineering services businesses in 2006. Proceeds on the 

disposal of the products business amounted to $1,754 less related expenses and other costs. 

Proceeds on the disposal of the engineering services business amounted to $100, and were included 

in the net loss from discontinued operations.  

 

There was no impact of the discontinued operations on the Company’s 2007 financial results.  
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SUMMARY FINANCIAL RESULTS OF DISCONTINUED OPERATIONS ARE AS FOLLOWS: 

For the year ended October 31 2006

Revenues 7,332$             

Gross profit/(loss) (2,225)              

Research and development expense (5,531)              

Selling, general and administrative expense (3,815)              

Loss on sale of businesses and equipment (607)                 
Loss from discontinued businesses (12,178)$          

As at October 31 2006

Assets

Accounts receivable 621$                

Total assets of discontinued businesses 621                  

Liabilities

Accounts payable and accrued liabilities 607                  

Capital leases 80                    

Total liabilities of discontinued businesses 687                  

Net liabilities of discontinued businesses (66)$                 

For the year ended October 31 2006

Operations

Loss from operations (12,178)$          

Non-cash items:

Stock-based compensation and DSUs 748                  

Depreciation and amortization 151                  

Loss on sale of businesses and other equipment 589                  

(10,690)            

Change in non-cash working capital balances:

Accounts receivable 5,168               

Inventory 3,184               

Prepaid expenses 1,093               

Accounts payable and accrued liabilities (6,555)              

Cash used in operations (7,800)              

Financing

Capital lease payments (61)                   

Cash used in financing (61)                   

Investing

Proceeds on sale of business 622                  

Proceeds on sale of long-term investments 40                    

Purchase of property, plant and equipment (139)                 

Cash generated from investing 523                  

Net cash used in discontinued businesses (7,338)$            
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9. BANK FACILITIES 
 

As a result of the acquisition of Tri-Vision, the Company has available a bank overdraft facility in the 

amount of $300. Amounts advanced under the Canadian dollar overdraft facility are payable on 

demand and bear interest at the bank's Canadian prime rate plus 0.5% per annum. Borrowings under 

these facilities are collateralized by a general assignment of book debts, a general security agreement 

over all assets, assignment of risk insurance, and security over cash and deposits of the Company and 

its subsidiaries, and the indemnity agreements with respect to issuance of standby letters of credit. As 

at October 31, 2007, the bank indebtedness was nil.  

 
10. ASSETS HELD FOR SALE 

The Company acquired assets and liabilities in the acquisition of Tri-Vision that related to Tri-Vision’s 

Think Broadband Solutions cable television products and distribution operations, that it identified as 

assets held for sale (note 3). These assets held for sale comprise inventory, land and building, and 

furniture and equipment with a net carrying value of $3,696 and a mortgage collateralized by the land 

and building amounting to $518 as at October 31, 2007. 

 

On November 30, 2007, the Company announced that it closed the sale of the Think Broadband 

operations to PCT International, Inc. (“PCT”) for approximately $1.2 million. Under the terms of the 

agreement, PCT agreed to acquire certain inventory and capital assets, and all applicable customer 

contracts, agreements and existing sales prospects relating to Think Broadband. In addition, all staff 

associated with the Think Broadband operations accepted positions with PCT. 

11. FURNITURE AND EQUIPMENT 
 

The cost and net book value of Wi-LAN’s furniture and equipment is as follows: 

 

 Cost 

Accumulated 

Depreciation 

Net Book 

Value 

As at October 31, 2007

Leasehold improvements 430                 23                    407                  

Computer equipment and software 333                 142                  191                  

Furniture 284                 97                    187                  

1,047                262                   785                   

As at October 31, 2006

Leasehold improvements -                      -                       -                       

Computer equipment and software 156                 59                    97                    

Furniture 148                 71                    77                    

304$                130$                 174$                 
 

Property, plant and equipment associated with the Company’s discontinued operations are reported 

with those results. 
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12. PATENTS AND OTHER INTANGIBLES 
 

 Cost 

Accumulated 

Amortization 

Net Book 

Value 

As at October 31, 2007

Patents 156,024$         9,086$              146,938$         

Trademarks 18                   1                      17                    

156,042          9,087               146,955           

As at October 31, 2006

Patents 11,240            1,453               9,787               

Trademarks -                      -                       -                       

11,240$           1,453$              9,787$              
 

In April 2006, Wi-LAN acquired additional patents from Ensemble Communications Inc. in exchange 

for 2,000,000 common shares with a fair value of $1,500.  

 

In December 2006, Wi-LAN licensed its patent portfolio to Nokia. Under the terms of the agreement, 

Nokia received a fully paid-up license to Wi-LAN’s patent portfolio and, as partial consideration, Nokia 

transferred patents, both issued and pending, to Wi-LAN. Management valued these patents at 

$34,000, based in part on a valuation report obtained from a major accounting firm. 

 

In connection with the acquisition of Tri-Vision in June 2007, the Company received patents, license 

agreements and other intangibles valued at $93,264. 

 

In July 2007, Wi-LAN licensed its patent portfolio under an agreement whereby the licensee received a 

license to Wi-LAN’s patent portfolio and as partial consideration, Wi-LAN received patents from the 

licensee. Management valued these patents at $3,515 (US$3,300), based in part on a valuation report 

obtained from a major accounting firm. 

 

In October 2007, the Company licensed its patent portfolio to Fujitsu. Under the terms of the 

agreement, Fujitsu received a license to certain patents owned by Wi-LAN and as partial 

consideration, Fujitsu transferred patents, both issued and pending, to Wi-LAN. Management valued 

these patents at $4,581 (US$4,800), based in part on a valuation report obtained from a major 

accounting firm. 

 

The Company purchased patents, both issued and pending, totalling $9,442 during 2007 for $8,921 in 

cash and stock options valued at $521. 

 
13. SHARE CAPITAL 

a) Authorized 

Unlimited number of voting common shares. 

 

6,350.9 special preferred, redeemable, retractable, non-voting shares. 

 

An unlimited number of preferred shares, issuable in series. 
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b) Issued and outstanding 

 

The issued and outstanding common shares of Wi-LAN, along with equity instruments convertible 

into common shares, are as follows: 

 
As at October 31,  2007 2006

Common shares 93,469,833      61,099,073      

Securities convertible into common shares

Stock options 5,881,999        4,039,350        

Deferred stock units (DSUs) 26,348             26,348             

Warrants 517,696           772,332           

99,895,876      65,937,103       
 

As at October 31, 2007, no preferred shares or special preferred shares were issued or 

outstanding. 

 

c) Common shares 

 

Common shares Number Amount

October 31, 2005 42,229,184      184,921$         

Issued on acquisition of patent rights 2,000,000        1,500               

Issued on sale of shares in June 2006 9,091,000        7,137               

Issued on sale of shares in August 2006 6,400,000        7,180               

Issued to settle DSUs 793,237           686                  

Exercise of stock options 412,852           479                  

Exercise of warrants 172,800           233                  

Transfer from contributed surplus on options

      and warrants exercised -                       260                  

October 31, 2006 61,099,073      202,396           

Issued on sale of shares in December 2006 6,666,700        28,219             

Issued on sale of shares in March 2007 5,714,300        37,710             

Issued for acquisition of Tri-Vision in June 2007 17,649,212      90,212             

Exercise of stock options 1,583,888        1,659               

Exercise of warrants 756,660           765                  

Transfer from contributed surplus on options

      and warrants exercised -                       1,133               

October 31, 2007 93,469,833      362,094$          
 

In December 2006, the Company raised net cash of $28,219 (gross proceeds of $30,000) through 

the sale of 6,666,700 common shares offered by way of short form prospectus. The financing was 

priced at $4.50 per common share. 

 

In March 2007, the Company raised net cash of approximately $37,710 (gross proceeds of $40,000) 

through the sale of 5,714,300 common shares offered by way of short form prospectus. The 

financing was priced at $7.00 per common share. 
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On June 29, 2007, the Company acquired Tri-Vision (note 3), and issued 17,649,212 common 

shares of Wi-LAN Inc. valued at $90,212 in exchange for all the oustanding common shares of Tri-

Vision. 

 

During the year ended October 31, 2007, the Company issued 1,583,888 common shares pursuant 

to the exercise of stock options for proceeds totalling $1,659. In addition, the Company issued 

756,660 common shares pursuant to the exercise of warrants for proceeds totalling $765 during 

the year ended October 31, 2007. 

 

Contributed surplus has been reduced and common shares increased by $1,133 for the year 

ended October 31, 2007; the amount originally credited to contributed surplus related to the 

options and warrants exercised.

In August 2006, Wi-LAN raised net cash of $7,342 (gross proceeds of $8,000) by the sale of 

6,400,000 common shares offered by way of a short form prospectus. The financing was priced at 

$1.25 per common share. As part of the transaction, brokers’ warrants to purchase 384,000 

common shares (6% of the number of shares in the financing) with an exercise price of $1.35 per 

common share and a one-year life were issued. The $162 estimated fair value of the brokers’ 

warrants was recorded as a non-cash reduction in the amount recorded as share capital and a 

credit to contributed surplus. 

In June 2006, Wi-LAN completed a private placement of 9,091,000 common shares for net cash 

proceeds of $7,395 (gross proceeds of $8,000) priced at $0.88 per common share. As part of the 

transaction, brokers’ warrants to purchase 545,460 common shares (6% of the number of shares 

in the financing) with an exercise price of $0.88 per common share and a one-year life were 

issued. The $258 estimated fair value of the brokers’ warrants was recorded as a non-cash 

reduction in the amount recorded as share capital and a credit to contributed surplus. 

In April 2006, Wi-LAN acquired additional patent rights from Ensemble Communications Inc. in 

exchange for 2,000,000 common shares with a fair value of $1,500.  

 

During the year ended October 31, 2006, the Company issued: 793,237 common shares with a fair 

value of $686 under the Company’s deferred stock unit plan; 412,852 common shares pursuant to 

the exercise of stock options for proceeds totalling $479; and 172,800 common shares pursuant to 

the exercise of warrants for proceeds totalling $233. 

 

Contributed surplus was reduced and common shares increased by $260 for the year ended 

October 31, 2006; the amount originally credited to contributed surplus related to the options and 

warrants exercised. 

d) Stock options 

Wi-LAN has a Stock Option Plan, a Deferred Stock Unit Plan for directors, employees and 

consultants and implemented a Restricted Share Unit Plan for employees on January 2, 2007. The 

current RSU Plan calls for settlement in cash. The Company is authorized to issue options plus 

DSUs totalling up to 10% of the outstanding common shares of the Company. In addition, 850,000 

options granted to the President & CEO on joining the Company in June 2006 are treated as 

“inducement options” and are excluded from the 10% cap. 
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The options vest at various times ranging from immediate vesting on grant to vesting over a three 

year period. Options generally have five-year lives. 

 

Option activity for the two years ending October 31, 2007 and 2006 was as follows: 

 

Number of 

options 

Weighted 

average Number

Weighted 

average 

October 31, 2005 3,246,193    0.72$       45.80$        2.58$       2,953,422         2.64$       

Granted 4,302,000    0.70        1.51           0.93        

Exercised (412,852)      0.77        1.54           1.16        

Cancelled/expired (3,095,991)   0.75        45.80         2.54        

October 31, 2006 4,039,350    0.70$       3.95$          1.00$       1,263,470         1.06$       

Granted 3,418,000    2.06        7.26           3.75        

Exercised (1,574,888)   0.70        3.95           1.04        

Cancelled/expired (228,796)      0.72        5.04           3.25        

October 31, 2007 5,653,666    0.70$       7.26$          2.56$       2,006,555         2.16$       

Price per share Exercisable Options

Price range

 
 

The Company uses the Black-Scholes model for estimating the fair value of options granted, with 

the following weighted average assumptions: 

 
2007 2006

Risk free interest rate 4.7% 4.3%

Volatility 77% 65%

Expected option life (in years) 3                      3.0                   

Dividend yield 0% 0%  
 

The weighted average fair value per option granted during the year ended October 31, 2007 is 

$1.99 (2006 - $0.42). 

 

Details of the outstanding options at October 31, 2007 are as follows: 

 
Weighted 

average 

 Exercisable stock 

options at Oct 31, 2007 

Weighted 

average 

0.70$        0.72$        0.71$       668,000                               0.71$       

0.95          1.30          1.22        324,555                               1.17        

1.44          2.13          1.73        193,666                               1.67        

2.62          3.28          2.91        481,792                               2.91        

4.00          7.26          5.17        338,542                               5.17        

0.70$        7.26$        2.56$       2,006,555                            2.16$       5,653,666                            4.25                            

1,835,500                            4.91                            

1,242,500                            4.61                            

786,999                               3.61                            

443,667                               3.90                            

 Range of exercise 

prices 

 Outstanding stock 

options at Oct 31, 2007 

Remaining term of 

options in years 

1,345,000                            3.50                            

 
 

The Company has recorded total stock-based compensation expense in continuing operations of 

$2,222  and $447  for the fiscal years ended October 31, 2007 and 2006, respectively. Contributed 

surplus has been increased by the amount of the stock-based compensation costs. These stock 

options were valued using the Black-Scholes pricing model for estimating the fair value of the 

stock options issued using the assumptions previously described. 

 

The Company transferred $780 from contributed surplus to capital stock for the options exercised 

in fiscal 2007 (2006 – $200). 
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During the year ended October 31, 2007, pursuant to the Option Plan, the Company granted 

3,418,000 stock options at various exercise prices ranging from $2.06 to $7.26. The options have a 

five-year life and vest over three-year periods. 

 

During the year ended October 31, 2007, 463 stock options expired and 228,333 were cancelled. 

 

e) Deferred stock unit (“DSU”) plan 

The Company has a DSU Plan as a tool to assist in the retention of selected employees and 

directors and to help conserve the Company’s cash position. Under the plan, DSUs were awarded, 

and became due when the conditions of retention were met and employment terminated or 

completed. The value of each DSU was determined in reference to the Company’s common share 

price, and the DSU value was payable (a) in cash, less applicable income taxes withheld for the 

period through April 20, 2006, and (b) in either cash or shares, at the Company’s option, after April 

20, 2006. In order to conserve cash, the Company has settled DSUs in shares since that date. 

 

Details of the DSUs are as follows: 

 

Number

October 31, 2005 779,990           

Granted 195,595           

Paid in common shares (793,237)          

Paid in cash (113,000)          

Cancelled (43,000)            

October 31, 2006 26,348             

October 31, 2007 26,348              
 

There was no change in DSUs issued and outstanding during 2007. The liability recorded in 

respect of the outstanding DSUs was $100 as at October 31, 2007 and $49 as at October 31, 2006. 

f)  

f) Warrants 

Details of the outstanding warrants at October 31, 2007 are as follows: 

 

Number of 

warrants 

Weighted 

average 

October 31, 2005 22,388       3.35$       3.35$                3.35$       

Granted 929,460     0.88        1.35                  1.07        

Exercised (172,800)    1.35        1.35                  1.35        

Cancelled/expired (6,716)        3.35        3.35                  3.35        

October 31, 2006 772,332     0.88$       3.35$                1.06$       

Granted -                 -          -                    -          

Assumed in Tri-vision acquisition 517,696     4.45        5.48                  5.32        

Exercised (756,660)    -          -                    -          

Cancelled/expired (15,672)      3.35        3.35                  3.35        

October 31, 2007 517,696     4.45$       5.48$                5.32$       

Price per share

Price range
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In November and December 2006, 15,672 warrants that were outstanding as at October 31, 2006, 

at a price of $3.35 per share, expired. 

 

In conjunction with the financing on June 22, 2006, the Company granted brokers’ warrants to 

purchase 545,460 common shares with an exercise price of $0.88 per common share. 

 

In conjunction with the financing on August 17, 2006, the Company granted brokers’ warrants to 

purchase 384,000 common shares with an exercise price of $1.35 per common share. 172,800 of 

these warrants were exercised in October 2006. 

 

The Company transferred $353 from contributed surplus to share capital for the warrants 

exercised in 2007 (2006 – $60). 

 

In connection with the acquisition of Tri-Vision, the Company issued 517,696 warrants to purchase 

Wi-LAN common shares with exercise prices ranging from $4.45 to $5.48 per share. 

 

g) Restricted share units (“RSUs”) 

The Company implemented a RSU Plan for certain employees and directors in January 2007, and 

has granted 750,000 RSUs under the RSU Plan. Under the RSU Plan, units are settled in cash 

based on the market value of Wi-LAN’s common shares on dates the RSUs vest. The accrued 

liability and related expense for the RSUs are adjusted to reflect the market value of the common 

shares at each balance sheet date. During the year ended October 31, 2007, the Company settled 

in cash 250,000 RSUs for $1,162. 

h)  

h) Per share amounts 

The weighted average number of common shares outstanding, as well as a reconciliation of the 

weighted average number of common shares outstanding used in the basic earnings per share 

(“EPS”) computation to the weighted average number of common shares outstanding used in the 

diluted EPS computation, are as follows:  

 

2007 2006

Basic weighted average common shares outstanding 77,784,956      48,447,178      

Effect of stock options and warrants 2,307,529        330,804           

Diluted weighted average common shares outstanding 80,092,485      48,777,982       
 
14. SUPPLEMENTAL CASH FLOW INFORMATION 
 

2007 2006

Net interest received in cash, net included in operations 3,078$              74$                  

Non-cash investment

Value of stock options granted for acquired patents 521                  -                       

Common shares issued on acquisition 90,212             -                       

Common shares issued for Ensemble patent rights -                       1,500               
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15. COMMITMENTS AND CONTINGENCIES 

a) Litigation 

 

The Company, in the course of its normal operations, is subject to claims, lawsuits and contingencies. 

Accruals are made in instances where it is probable that liabilities may be incurred and where such 

liabilities can be reasonably estimated. Although it is possible that liabilities may be incurred in 

instances for which no accruals have been made, the Company has no reason to believe that the 

ultimate outcome of these matters would have a significant impact on its consolidated financial 

position. The significant legal proceedings in which Wi-LAN is involved are summarized below. 

 

In September 2002, the Company, its former Executive Chairman (now Chairman of the Board), and 

Wi-Com Technologies Inc. (a private Alberta company), among others, were served with two 

statements of claim alleging the defendants are liable for failing to deliver certain share certificates in 

a timely manner to the claimants. The claimants are former shareholders of Wi-Com Technologies 

Inc. The Company maintains that it has defences to these claims and does not believe that it will 

ultimately be found liable. The Company is vigorously defending these actions, has filed a statement of 

defence and has also filed a counterclaim against the claimants. To date it has not been determined if 

legal liability exists, and accordingly, no provision has been made in the Company’s financial 

statements. 

 

In May 2007, Wi-LAN was served with a claim by a former distribution channel partner for 

approximately $250 (US$250) regarding a dispute over inventory supplied by Wi-LAN. To date this 

customer has secured an order in South Africa for seizure of some office equipment at premises 

apparently occupied by Wi-LAN in South Africa but has not initiated a legal action in Canada. This 

claim is currently stayed in South Africa and the Company expects to settle for a nominal amount, 

failing which the Company believes it has no liability for the claim and intends to vigorously defend its 

position in any action brought against it.  

In September 2006, the Company was advised of an action initiated in France by a former Wi-LAN 

customer that is claiming €661 (approximately $950) for the cost of defective product, remediation 

efforts and compensatory damages. Wi-LAN has retained counsel to defend, and filed a defence in 

March 2007. The Company does not believe that it will ultimately be found liable for a material amount 

and continues to investigate the basis for the claim. 

 

The Company is currently involved in litigation with D-Link in the Federal Court of Canada concerning 

the alleged infringement by D-Link of Canadian patent No. 2,064,975. This litigation is in its early 

stages. Over the course of fiscal 2007, the Federal Court of Canada ordered that Wi-LAN’s claim for 

punitive damages be struck from its statement of claim in December 2006, D-Link filed a statement of 

defence and counterclaim against the Company in April 2007 and, following certain procedural 

matters, D-Link filed amended statements of defence and counterclaims in December 2007.  Wi-LAN 

continues to work to proceed expeditiously with this litigation and expects to file a reply and statement 

of defence to D-Link’s counterclaim.  

 

In May 2007, Tri-Vision sued TigerDirect. In addition to a declaration of past infringement by 

TigerDirect , Tri-Vision has also sought an interim, introductory and permanent injunction to prevent 

future infringement of its Canadian patent No. 2,179,474 and damages, including compensation plus 

interest and legal costs. 
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On October 31, 2007, the Company filed claims against 22 major companies including Acer Inc., Apple, 

Inc., Best Buy Co. Inc., Circuit City Stores, Inc., Dell Inc., Gateway Inc., Hewlett-Packard Company, 

Intel Corporation, Sony Corporation, Texas Instruments Incorporated and Toshiba Corporation in two 

separate actions in the US Federal Court for the Eastern District of Texas, Marshall Division.  Wi-LAN 

has claimed that these companies have infringed and continue to infringe its US patent nos. 5,282,222, 

RE37,802 and 5,956,323 by making and/or selling various products including wireless routers, 

modems and personal computer that use technology deriving from these patents which relate to Wi-Fi 

and power consumption in DSL products. Certain defendants in these actions have filed answers to 

the Company’s complaints together with claims for declaratory judgment against the Company, to 

which the Wi-LAN expects to respond. Extensions to file answers in these actions have been granted 

to certain other defendants. 

 

The Company also understands that Marvell, one of the defendants in Wi-LAN’s Texas actions, has 

filed a complaint in the US Federal Court for the Northern District of California in November 2007, 

seeking a declaratory judgment that certain of the Company’s US patents are invalid. 

 

b) Operating lease 

 

The Company has a commitment for future minimum annual lease payments for its Ottawa premises, 

totalling $1,685 over the next five years. During the year, Wi-LAN expanded its space from 

approximately 4,800 square feet to approximately 9,500 square feet, with a resulting increase in its 

lease commitments. 

 

c) Other 

 

As partial consideration for patents acquired in September 2007, the Company agreed to future 

additional payments, not to exceed US$4,000, contingent upon the ongoing enforceability of the 

patents and based on revenues produced from licensing or selling the patents. 

16. RELATED PARTY TRANSACTIONS 
 

On July 31, 2007, the Company signed an agreement to license certain of its patent portfolio to 

SolutreaCorp (“Solutrea”), formerly, Powerstar International Inc. Wi-LAN has identified Solutrea as a 

related party because Solutrea’s Chairman and CEO, Dr. Hatim Zaghloul, is also Chairman of the 

Board of Wi-LAN and Wi-LAN’s President & CEO, Jim Skippen, was formerly (resigned December 31, 

2007) a member of the Board of Directors of Solutrea. In accordance with the license agreement, no 

amounts were due or payable in the period. 

 

On April 30, 2007, the Company acquired patents owned by two members of the Company’s Board of 

Directors for total cash consideration of $100. These patents have been recorded at the exchange 

amount. 

  

In July 2006, the Company entered into a one-year consulting contract with Dr. Hatim Zaghloul, the 

Chairman of the Board, through a company controlled by him. Under the terms of the agreement, 

Wi-LAN paid a monthly consulting fee of $10 plus expenses, and granted the Chairman options to 

purchase 250,000 common shares at $1.30 per share. On June 30, 2007, the consulting agreement 

expired and was not renewed. In the event that Dr. Zaghloul provides any additional consulting 

services, they will be provided on an ad hoc basis at an hourly rate of $500 per hour. 


