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MESSAGE TO SHAREHOLDERS
At the beginning of 2007, we were completing a strategic transition from a combination GPS and wireless
company, to a singularly focused GPS company. Accordingly, we sold our wireless businesses and
formally changed our name from to Hemisphere GPS. By the end of 2007, the transition was complete.
Today, Hemisphere GPS is a market leader with significant competitive advantages and intellectual
property. We own the Outback®, Satloc and Del Norte, and now BEELINE brand names, and maintain a
leadership position in after-market precision agriculture GPS applications. With more than half of the
global market share today, the Outback product line has quickly come to dominate after-market
agricultural guidance. In 2007, the agriculture revenue segment contributed over 85% of total GPS
revenues.
The decision to focus exclusively on GPS was made based on the strengths of our GPS technology and
products, our market share leadership and sound industry reputation in our key markets of ground
agriculture, air, and marine navigation. Leveraging these strengths in 2007 we forecasted we could grow
the business at least 20%. As a result of our focused operations and unprecedented strength in the
agriculture sector, we actually grew the business 32% (in constant US dollars). Even after translating our
US dollar sales into Canadian dollars our revenue growth was reported as 27%, with record revenues of
$58.1 million, compared to $45.9 million in 2006.
While 2007 revenues increased by 27%, operating expenses increased by only 5%, demonstrating the
scalability and profitability potential of Hemisphere GPS’ business model as revenues grow.
We closed 2007 on a very strong note. In fact, revenues for the fourth quarter of 2007 increased 68%
year-over-year. More important was the actual growth of the business in the quarter, which is masked by
the ongoing fall of the US dollar, given we record all of our sales in US dollars. The actual year-over year
sales growth in the fourth quarter when measured in constant US dollars was actually 84%.
We also experienced very positive growth from outside of North America in the fourth quarter and 2007 in
general. International sales delivered dramatic growth of 165% (179% in US dollars) in the fourth quarter
compared to 2006 – and 90% year-to-date. International sales accounted for approximately 30% of sales
in 2007, up from 20% in 2006, with particular strength in Europe, Australia and South America.
Q4 came in with strong sales growth from all of our product lines of Air, Ground Agriculture and Precision
Products. Our business has been very healthy primarily as a result of the increased strength of the overall
agricultural industry. Given the robust harvest, and strong commodity prices, farming operations have
experienced increasing cash receipts, enabling them to invest in farming equipment and technology. As a
result, we experienced very strong demand for our Ground Agriculture and Air products in 2007.
Our precision agriculture line of products helps farms of all sizes increase their productivity and reduce
the amount of costly inputs such as fertilizer, pesticides, fuel and the farmer’s time – at the same time,
significantly reducing the fatigue and stress arising from equipment operation. While this industry is only a
few years old, it is clearly the future of the agriculture market. We are experiencing robust demand and
generating record sales of our industry leading GPS products. With the strengthening agriculture
commodity prices, we are seeing increasing technology adoption in the agriculture sector which creates
an optimistic outlook for our business.
At the close of 2007 the US Department of Agriculture (“USDA”) reported that average prices received by
US farmers in December 2007 for corn, increased year over year, by 29%. Soybeans increased by 68%,
and wheat had increased by 108%. The USDA says increasing prices are purported to be driven by
falling inventory levels and increasing global demand.
On the expense side of farming operations, higher input costs, particularly relating to fuel, seed, and
fertilizer, also increased in 2007. The USDA forecasts farm expenses to be 9% higher in 2008. While
higher input costs negatively impact discretionary farming income, it also represents an opportunity for us
given the efficiency gains that our offerings provide in helping producers improve efficiency and spend
less on input costs.
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PRODUCTS
We believe the agricultural guidance market will continue to rapidly expand. With increasing accuracy and
lower cost, GPS adoption will accelerate on large and small farms. And we are just in the early stages of
technology adoption within this market. Our product roadmap for this market will address the dramatic
evolution that we will see over the next decade.
Hemisphere GPS has become a much more effective development company than in the past. In 2007
Hemisphere GPS was awarded several new patents and released a total of 12 new products including
new guidance and auto steering products, boom control, antennas, and our new Eclipse™ dual frequency
receiver platform.
Today our Outback Guidance product line addresses the market spectrum from the low-cost entry level
guidance products for smaller farms, to high-level centimetre accuracy. In early 2008 Hemisphere GPS
released the Outback S3™, the next generation in Outback Guidance. The Outback S3 is loaded with
features and the latest technology and is extremely user friendly, employing a color touch screen. It is
expandable to work with other Outback products such as the Outback eDriveTC™ GPS assisted steering
system which automatically steers the tractor. Combined with BaselineHD™, Outback S3 provides
centimetre-level accuracy. Outback S3 is also expandable to work with our new Outback AutoMate™, an
automatic boom control system that monitors and controls individual sprayer sections to minimize
overlaps and skips. To complement guidance and visual awareness, auto-steering adoption in agriculture
increased significantly during 2007. The Outback eDriveTC is now the highest revenue producing product
for Hemisphere GPS.
Through 2007 we became better positioned with an ever expanding product portfolio to service our
customer target segments. We began to target very specific market segments rather than offering a “onesize fits all” approach. The launch of our new entry-level Outback SLite™, a sub-one thousand dollar
product, and our new high end Outback S3 visual awareness guidance platform, illustrates our strategy of
positioning the right product to the right segment of the agriculture market. We now address from the
entry level market all the way up to centimetre level high precision guidance with automatic steering,
visual awareness, and boom control.
To further support our customers, Hemisphere GPS also introduced a new financing program for its
Outback Guidance products in North America. The program assists customers spread their investment in
Outback Guidance products over time, and enables buyers to increase their investment in cost saving,
higher accuracy guidance, upgraded with the latest auto-steering technologies.
While both Ground Agriculture and Air represent a significant part of Hemisphere GPS’ business, we are
also leaders in other vertical markets such as marine. We have seen tremendous growth in our Vector
product line for marine markets, which provide precision heading and positioning for marine navigation
and a variety of other applications. The Crescent® Vector Series GPS compasses are practical,
affordable, accurate, and reliable alternatives to traditional gyro compasses.
OEM
Hemisphere GPS is also a significant supplier of GPS products to agricultural original equipment
manufacturers (“OEMs”) that install our products on their factory floors. Our OEM customers include
CLAAS KgAa mbH – one of the world’s largest agricultural machinery manufacturers, and Stara S.A. from
Brazil.
Hemisphere GPS’ acquisition of BEELINE at the end of 2007, described more fully below, also
complements our longer term OEM strategy by immediately increasing our presence in the OEM market.
BEELINE has a long standing OEM partnership with AGCO Corporation, a worldwide manufacturer and
distributor of agricultural equipment with over a century of experience in the field. Through the acquisition
of BEELINE, we provide OEM auto-steering applications for AGCO tractor brands including Fendt,
Challenger, Massey Ferguson and Valtra.
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BEELINE
In December 2007 we closed the acquisition of BEELINE Technologies of Australia for US$21 million in
cash and shares. A subsequent $17.5M financing, also closed in December, enabled us to acquire
BEELINE and still close the year with more than $13 million cash on our balance sheet, and working
capital of over $26 million. This was a fantastic development for us and we are grateful for the strong
market support for the financing.
BEELINE is a software company. Their software provides the intelligence needed for very high-end highprecision GPS guidance and auto-steering for agriculture equipment. BEELINE is also capable of
unmanned vehicle control, addressing applications for mining, construction and military market verticals.
These are all markets of interest for Hemisphere GPS.
BEELINE’s core software for agriculture utilizes highly accurate “steer-by-wire” technology, which
addresses the high-end precision agriculture markets, and expands the spectrum of our product offerings
on a complementary basis to the rest of our existing portfolio. BEELINE’s software solution will be
integrated with Hemisphere GPS’ leading Outback products and our Crescent and Eclipse technologies,
furthering our strategy of providing products that address the entire market spectrum - from entry level
guidance to highly accurate auto-steering. The addition of BEELINE aligns with our goal of being the
world’s premiere supplier of GPS guidance and auto-steering products for agriculture.
The BEELINE acquisition was a great strategic move for us. It has proven to be a very smooth integration
and confirmed the strength of the BEELINE team. Much of the integration work for BEELINE has now
been completed and we are very excited about the synergistic opportunities we can now pursue as a
unified team.
In closing, 2007 finished on a very strong note for Hemisphere GPS. GPS guidance has now moved to
the forefront of farming operations. We have seen increased adoption of GPS guidance and auto-steering
by farmers wanting to improve yields and lower input costs. The core requirements for delivering growth
to our agriculture sales of high grain prices, increased cash receipts for farmers, pressures from
increased input costs, acceptance of precision agriculture technology and practices in farming, all
demonstrated great strength at the end of 2007.
Thank you for your continued support. I look forward to reporting to you on our progress during 2008.

Steven Koles
President & Chief Executive Officer
Hemisphere GPS Inc.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended December 31, 2007
The following discussion and analysis is effective as of March 14, 2008 and should be read together with our
audited annual consolidated financial statements and accompanying notes. Additional information related to
Hemisphere GPS Inc.(“Hemisphere GPS” or the “Company”), including the Company’s Annual Information
Form, can be obtained from documents filed on the System for Electronic Document Analysis and Retrieval
(“SEDAR”) on the internet at www.sedar.com.
Overview
Hemisphere GPS Inc. was formerly named CSI Wireless Inc. The Company received shareholder approval to
change the name of the Company to Hemisphere GPS Inc. at the Special and Annual General Meeting of its
shareholders on May 9, 2007. References throughout this document to Hemisphere GPS, Hemisphere, or the
“Company” all refer to Hemisphere GPS Inc. and its subsidiaries.
The Company is engaged in the design, manufacture and sale of innovative, cost-effective GPS products for
positioning, guidance and machine control applications in agriculture, marine and other markets. Hemisphere
GPS has three primary product lines: ground agriculture products, aerial agriculture products and precision
products for non-agriculture markets, including marine and geographic information systems (“GIS”).
On December 20, 2007, the Company announced that it had acquired all outstanding shares of Beeline
Technologies Pty Ltd. (“BEELINE”), which complemented Ground Agriculture products in agricultural markets
and provided access to new vertical markets.
Prior to 2006, the Company also carried out activities through its Wireless Business Unit, which included two
primary product lines: Fixed Wireless Telephones and Telematics products. In early 2006, the Company
announced its plans to exit the activities associated with its Wireless Business Unit. During 2006, the
Company sold the Fixed Wireless Telephone product line and the Asset-Link Telematics product line. The
activities associated with the Wireless Business Unit have been treated as discontinued operations in the
financial statements for 2007 as more fully described later in this Management Discussion and Analysis
(“MD&A”).
Economic and Market Trends
A large portion of the Company’s products are utilized in agricultural markets. Conditions in the agricultural
markets were generally positive in 2007. The US Department of Agriculture (“USDA”) reports that average
prices received by US farmers in December 2007 for corn, soybeans, and wheat had increased by 29%, 68%,
and 108% respectively compared to the average prices received in December 2006. Increasing prices are
believed to have been impacted by lower inventory levels and increasing global demand, in part arising from
growing demand for ethanol and other grain-based biofuels. The USDA also reports that farm sector
production established a new record in 2007. As a result of higher prices and higher production, the USDA

The information in the Management's Discussion and Analysis (MD&A) contains certain forward-looking statements. These statements
relate to future events or our future performance. All statements other than statements of historical fact may be forward-looking
statements. Forward-looking statements are often, but not always, identified by the use of words such as "seek", "anticipate", "plan",
"continue", "estimate", "expect", "may", "will", "project", "predict", "potential", "targeting", "intend", "could", "might", "should", "believe",
"would" and similar expressions. These statements involve substantial known and unknown risks and uncertainties, certain of which are
beyond the Company's control, including: the impact of general economic conditions; industry conditions; changes in laws and
regulations and changes in how they are interpreted and enforced; fluctuations in foreign exchange and interest rates; stock market
volatility and market valuations; competition for, among other things, capital and skilled personnel; incorrect assessments of the value of
acquisitions; stock market volatility and market valuations and changes in income tax laws. The Company's actual results, performance
or achievement could differ materially from those expressed in, or implied by, such forward-looking statements and, accordingly, no
assurances can be given that any of the events anticipated by the forward-looking statements will transpire or occur or, if any of them do,
what benefits the Company will derive from them. Except as required by law, the Company undertakes no obligation to publicly update
or revise any forward-looking statements.
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has forecasted 2007 “net farm income” to be US$87.5 billion, up 48% from 2006 and 52% higher than the 10
year average. The USDA projects continued long term growth of net farm income to US$100 billion by 2017.
Agriculture markets in 2006 were impacted by dry weather conditions in certain parts of North America,
Australia, Brazil, Africa and China. In addition, higher input costs, particularly relating to fuel, seed, and
fertilizer, continued to impact these markets during 2007. The USDA forecasts farm expenses to be 9%
higher in 2008.
The Company’s revenues and income have been negatively impacted by the strengthening of the Canadian
dollar relative to the US dollar since 2003. The average foreign exchange rate for 2007 declined by 5%
compared to the average rate for 2006. Similarly the average foreign exchange rate declined relative to the
prior year by 6% in 2005 and 7% in each of 2004 and 2003. As a result of these movements, the Company’s
Canadian dollar revenues, which are substantially all denominated in US dollars, were lower than they would
have been had the foreign exchange rate not changed. Further, because a component of the Company’s
costs are denominated in Canadian dollars, the loss realized in 2007 was lower than it would have been had
foreign exchange rates not changed.
Results of Operations
Years Ended December 31
(000’s)

2007

Sales
Gross margin

$

Expenses
Research and development
Selling
General and administrative
Stock-based compensation
Amortization

58,098
27,431
47.22%

2006
(audited)
$

2005

45,908
18,517
40.30%

$

32,677
13,184
40.30%

5,280
9,924
5,956
666
2,409
24,235

4,741
9,305
5,664
757
2,509
22,976

3,949
5,832
5,181
769
1,854
17,585

Earnings (loss) before the undernoted

3,196

(4,459)

(4,401)

Gain on sale of marketable securities
Foreign exchange loss
Interest income
Restructuring charges
Legal fees on settlement of lawsuit
Earnings (loss) before income tax

39
674
(417)
–
3,196
(296)

(1,050)
643
(221)
1,043
266
(5,140)

–
789
(139)
–
87
(5,138)

305

14,747

6,900

Loss from discontinued operations
Net and comprehensive loss

$

(601)

$

(19,887)

$

(12,038)

Earnings (loss) per common share from
continuing operations:
Basic and diluted

$

(0.01)

$

(0.11)

$

(0.12)

Earnings (loss) per common share:
Basic and diluted

$

(0.01)

$

(0.43)

$

(0.29)
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2007
Total assets
Long-term debt

As at December 31
2006

2005

98,631

65,822

90,189

–

301

784

Year Ended December 31, 2007 versus Year Ended December 31, 2006
Beeline Acquisition
On December 20, 2007, the Company completed the acquisition of all outstanding common shares of Beeline
Technologies Pty Ltd. (“Beeline”). Beeline, based in Brisbane, Australia, was a precision guidance software
developer, providing intelligent high-end GPS guidance and auto-steering solutions for agriculture equipment
and autonomous control solutions for other machine control applications including the mining and
constructions verticals. Total consideration paid was $21.6 million and the operations of Beeline will be
integrated into the Ground Agriculture operating segment of the Company. Additional details relating to the
acquisition are included in note 2 of the consolidated financial statements.
Del Norte Acquisition
On January 19, 2006, the Company announced that it had completed the acquisition of the business assets of
Del Norte Technology, Inc. (“Del Norte”). Del Norte was a competitor in the aerial agriculture guidance
market with over 20 years of experience in designing and manufacturing specialized GPS products for the
aerial guidance market -- primarily crop dusting or aerial spraying. Hemisphere GPS purchased the Del Norte
business assets for cash of US$940 thousand. Additional details relating to the acquisition are included in
note 2 of the consolidated financial statements.
Discontinued Operations
In the fourth quarter of 2005, the Company commenced activities to restructure and dispose of its Telematics
product line, which was a component of the Wireless Business Unit. On April 24, 2006, the Company
announced it had signed a definitive agreement to sell its Fixed Wireless Telephone product line to Telular
Corporation. The transaction closed on May 8, 2006. On November 26, 2006, the Company signed a
definitive agreement to sell its Asset-Link Telematics product line to CHI-Agra Products Inc. The transaction
closed on December 18, 2006. On July 28, 2006, the Company announced that it had signed an agreement
to sell the Location Tag Telematics product line to Trace Technologies, LLC. This transaction has not closed
due to circumstances impacting Trace and which are out of the control of the Company. During the third
quarter of 2007, the Company terminated the agreement with Trace and received a deposit of $125 thousand
that had been paid by Trace and held in escrow.
There are no continuing operational activities associated with the discontinued operations following the
divestments of the Asset-Link and Fixed Wireless Telephone product lines, however, Management expects
that there will be continuing cash flows related to:
(a) settlement of the remaining assets and liabilities of the discontinued operations, which are
expected to be completed during 2008; and
(b) the conclusion of legal matters associated with the discontinued operations, the timing of which is
not reasonably determinable.
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Continuing Operations
Revenues
For the year ended December 31, 2007, revenues were a record for the Company at $58.1 million, an
increase of 27% from $45.9 million in 2006. As revenues are substantially all denominated in US dollars,
revenue increases in US dollars have been negatively impacted by the weakening US dollar exchange rate
relative to the Canadian dollar, which declined approximately 5% on average in 2007 and 6% in 2006. In US
dollar terms, revenues increased by 32% when compared to 2006.
In 2007, Hemisphere GPS sales were positively impacted by continued strength in agricultural markets which
drove stronger sales of ground and air-based agricultural guidance products. Auto-steering products
demonstrated continued strong momentum with the Company’s eDriveTCTM product now representing the
largest revenue-generating product for the Company. In North America, attach rates for auto-steering to GPS
guidance product sales are now over 80%, compared to about 50% in 2006.
Sales to non-agriculture markets in the Company’s Precision Products segment, including marine and GIS,
grew in 2007 following the incorporation of the Company’s CrescentTM technology into the its receiver and
Vector heading sensor product lines. In addition, revenue growth has arisen from a focus on expanding the
Precision Products sales channels around the world which resulted in an increase in global channel dealers
by over 25% during 2007.
Revenues from each of the Company’s operating segments were as follows in 2007 and 2006:
(000’s)
Ground agriculture
Air
Precision products

2007

2006

$ 44,977
5,088
8,033

$ 35,104
3,582
7,222

$ 58,098

$ 45,908

Gross Margins
The Company reported gross margins of $27.4 million in the year, an increase of 48% relative to gross
margins of $18.5 million in 2006. Gross margins, as a percentage of revenue, were 47.2% in 2007 relative to
40.3% in 2006.
The Company focuses substantial efforts on cost reduction through procurement, manufacturing and design
initiatives. During 2007, the Company began to realize the benefit of the outsourcing of certain higher volume
components of its products to a manufacturing partner in China, with whom Hemisphere GPS has had a
strong relationship for several years. Significant cost reductions have been generated from this initiative with
several circuit boards, and now certain finished products, being manufactured by this partner for the
Company.
Offsetting the cost reductions realized in 2007 was the impact of the weakening of the US dollar and
competitive pricing pressures. While revenues and a large portion of the components purchase are
denominated in US dollars, the Company manufactures lower volume products in its Calgary manufacturing
facility and incurs the related costs in Canadian dollars. As a result of the Canadian dollar denominated
component of its cost of sales, the Company estimates that margins were 1.5 to 2.0% lower than they would
have been if foreign exchange rates had remained consistent with 2006. Gross margins were also impacted
in 2007 by competitive pricing pressures and increases in certain raw material costs during the year.
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Expenses and Other
Operating expenses were $24.2 million in 2007, up by 5% from $23.0 million in 2006. On a percentage basis,
operating expenses were 42% of revenue in 2007 versus 50% in 2006. Comparing the 27% increase in
revenues with the 5% increase in operating expenses demonstrates the scalability and profitability potential of
Hemisphere GPS’ business model as revenues increase.
Research and Development Expenses
Research and development expenses in 2007 were $5.3 million compared to $4.7 million in 2006
representing an increase of 11%. Prior to the acquisition of Beeline, the Company has targeted research and
development costs to be 10% of revenue in order to maintain an appropriate investment level to maintain and
expand its portfolio of technology and products. 2007 research and development expenses were 9% of
revenue as compared to 10% in 2006. Following the acquisition of Beeline, which included a highly
experienced engineering team, the Company now targets its investment in research and development to be
11 to 12% of revenue in 2008.
Many of the research and development costs incurred in Canada qualify for scientific research and
experimental development income tax treatment. This includes the elective deferral of research and
development expenses and the eligibility for such expenses to earn investment tax credits. Research and
development costs incurred in the United States and Australia also qualify for tax credits and other income tax
concessions in certain circumstances.
Selling and General and Administrative Expenses
Sales and marketing expenses were $9.9 million in 2007, up by 7% from $9.3 million in 2006. General and
administrative (“G&A”) expenses of $6.0 million, prior to the legal expenses discussed below, increased by
$0.3 million or 5% from $5.7 million in 2006. While additional expenses result from increased revenue and
activity levels, the increase in costs in both categories is moderate relative to revenue growth.
During the third quarter of 2007, Hemisphere GPS was awarded a non-infringement judgment in a patent
infringement lawsuit originally initiated by Trimble Navigation Ltd. in 2002. Following this positive decision, a
confidential settlement agreement was concluded between Hemisphere GPS and Trimble, whereby all other
outstanding patent infringement lawsuits between the companies were dismissed, including the counterclaims
filed by Hemisphere GPS. The Company incurred $3.2 million of legal expenses related to this matter in 2007
compared to $266 thousand in 2006. The Company has reclassified the legal expenses associated with the
Trimble legal action in the Consolidated Statements of Operations in order to reflect the impact of these costs
on current and past financial results.
Amortization Expense
Amortization expense was $2.4 million in 2007, a decrease of $0.1 million or 4% from $2.5 million in 2006.
Gain on Sale of Marketable Securities
During the second quarter of 2007, the Company sold 150,990 common shares of Telular Corporation that it
had received in connection with the earn-out provisions included in the agreement under which the
Company’s Fixed Wireless Telephone business was sold to Telular in the second quarter of 2006. Net
proceeds of disposition for the sale were $600 thousand, giving rise to a loss on sale of approximately $39
thousand.
In December 2006, the Company sold 1,931,745 common shares of Telular Corporation that it had received
as a component of the proceeds for the sale of the Fixed Wireless Telephone product line following the expiry
of the six month hold period on the shares. Net proceeds of disposition for the sale were $7.2 million, giving
rise to a gain on sale of approximately $1.0 million.
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Interest and Foreign Exchange
In 2007, the Company recorded interest income of $417 thousand compared to interest income of $221
thousand in 2006. Throughout the year the Company earned interest income on its cash balance, which was
offset by interest expense on capital leases and long-term debt. Interest expense was lower in 2007 as a
result of repayment of the outstanding long term debt in early 2007 and declining balances owing on capital
leases.
The Company realized a foreign exchange loss of $674 thousand during 2007 compared to a loss of $643
thousand in 2006. This loss relates primarily to the impact of the continued weakening of the US dollar on the
translation of US dollar denominated working capital into Canadian dollars. Hedging payments of $2.1 million
were received during the year and are netted against the foreign exchange loss.
In addition to the foreign exchange translation loss, the strengthening Canadian dollar also impacted the
reported amount of revenues and expenses in each category of the Consolidated Statement of Operations
and Deficit where a component of the category is denominated in US dollars.
Restructuring Costs
Restructuring costs of $1.0 million were incurred in 2006 associated with senior management changes and
corporate restructuring activities related to the transition of the Company to a pureplay GPS strategy. There
were no restructuring costs in 2007.
Income taxes
For the year ended December 31, 2007, the Company did not record any amounts related to income taxes.
In Canada, at the end of 2007, Hemisphere GPS Inc. has loss carry forwards of $9.0 million that can be used
to reduce Canadian taxable income in future years, as well as investment tax credits in the amount of $2.2
million that can be used to reduce Canadian federal taxes otherwise payable in future years.
The Company’s US operating subsidiaries, Hemisphere GPS LLC and CSI Wireless LLC, file as a combined
entity for US federal tax purposes. At December 31, 2007, the Company has cumulative US net operating
losses of $27.7 million that can be used to reduce US taxable income in future years, as well as $3.0 million
of general business credits that can be used to reduce federal taxes otherwise payable in future years.
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Discontinued Operations – Wireless Business Unit
The Company recorded a loss from discontinued operations of $0.3 million for the year ended December 31,
2007 compared to a loss of $14.7 million in 2006. As previously described, these amounts represent the
results of operations of the Fixed Wireless Telephone and Telematics product lines which were previously
operated as the Company’s Wireless Business Unit.
Summarized annual results for the discontinued operations are as follows:
(000’s)
Sales
Gross margin

$

Operating expenses
Loss before the following
Gain on sale of patents
Impairment of property and equipment
Other income
Gain on sale of product lines
Severance and wind-down costs
Interest income
Goodwill impairment
Loss from discontinued operations

$

2007

2006

–
–

$ 16,598
2,303

479
479

8,388
6,085

(165)
116
(125)

–
–
–

–
–
–
–

(383)
1,071
(26)
8,000

305

$ 14,747

Revenues from discontinued operations declined from $16.6 million in 2006 to nil in 2007 due to the strategic
decision of the Company to exit the Wireless product lines during 2006. Operating expenses declined for the
same reason.
2007 operating expenses relate to legal expenses associated with legal matters arising prior to the divestment
of the Wireless product lines which have been previously disclosed.
In 2008, the Company has concluded a settlement agreement relating to a lawsuit filed in February 2007
relating to amounts receivable from fixed wireless telephone sales in late 2005 and early 2006. As a result,
following the first quarter of 2008, no further legal fees are anticipated relating to this matter.
On October 21, 2006, the Company announced that Longview Advantage, Inc., a former customer of the
Telematics product line filed a lawsuit against the Company claiming damages of $35 million. The Company
believes that this legal claim is without merit and is aggressively defending its position. A Statement of
Defense was filed in March 2007, together with a counter-claim against Longview to recover damages that
the Company has incurred in connection with the issues outlined in the legal documents.
During fourth quarter of 2007, the Company completed the sale of patents relating to wireless technology for
proceeds of $165 thousand.
Fixed Wireless Telephone Product Line Divestment
On April 24, 2006, the Company announced that it had signed a definitive agreement to sell its Fixed Wireless
Telephone (“FWT”) product line to Telular Corporation (“Telular”) of Vernon Hills, Illinois. The transaction
closed on May 8, 2006. Proceeds of disposition related to the sale were as follows:
• $3.2 (US $2.9) million cash on closing, not including $178 thousand paid for working capital;
• $0.6 (US $0.5) million accounts receivable relating to an agreed inventory reserve; and
• $6.2 (US $5.6) million Telular common shares (1,931,745 shares), with a 6 month hold period.
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In addition, the Company received a cash payment of $178,000 for working capital items acquired by Telular
Corporation.
Under earnout provisions related to the sale, the Company earned 150,990 additional common shares of
Telular Corporation as of December 31, 2006. These additional proceeds, valued at $639,263, were recorded
as additional proceeds on the sale of the product line in 2006.
Prior to the divestment of the Fixed Wireless Telephone product line, and in accordance with Canadian
generally accepted accounting principles, in the first quarter of 2006 the Company evaluated the carrying
value of the assets related to the discontinued operations and recorded an impairment in the goodwill balance
of $8 million. At December 31, 2007 and 2006 there is no goodwill carried on the balance sheet relating to the
discontinued operations.
Asset-Link Telematics Product Line Divestment
On November 26, 2006, the Company signed a definitive agreement to sell its Asset-Link Telematics product
line to CHI-Agra Products Inc. The transaction closed on December 18, 2006. Proceeds for the sale included
$12 thousand of cash and a promissory note for $104 thousand.
Location Tag Product Line Divestment
On July 28, 2006, the Company announced that it had signed an agreement to sell the Location Tag
Telematics product line to Trace Technologies, LLC (“Trace”). During the third quarter of 2007, as a result of
the inability of Trace to complete the divestment transaction, the Company terminated the agreement with
Trace which released a deposit of $125 thousand that had been paid by Trace and was being held in escrow.
Due to the termination of agreement with Trace, the Company recorded an impairment loss of fixed assets of
in 2007 of $116 thousand.
Severance and Wind-down Costs
In connection with the sale of the Wireless Business Unit product lines, and the wind-down of the activities,
the Company incurred severance and other wind-down costs of $1.1 million during 2006. There were no such
costs in 2007.
Following the sale of the Asset-Link Telematics product line, operating activities related to the discontinued
operations have ceased, apart from legal costs that will be incurred in connection with the legal issues
discussed.
Balance Sheet
At the end of 2007 there remain some residual assets and liabilities on the balance sheet related to the
discontinued operations. Assets are comprised of accounts receivable and liabilities relate primarily to
accrued legal fees.
Earnings
In 2007, the Company incurred a loss from continuing operations of $0.3 million or $0.01 per share (basic and
diluted), compared to a loss from continuing operations in 2006 of $5.1 million or $0.11 per share (basic and
diluted).
The Company realized a net loss of $0.6 million or $0.01 per common share (basic and diluted) in 2007,
compared to a net loss of $19.9 million or $0.43 per share (basic and diluted) in 2006.
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Summary of Quarterly Results
For the Quarter Ended

(000’s)
Sales
Gross margin
Expenses:
Research and
development
Sales and marketing
General and
administrative
Stock-based
compensation
Amortization

Earnings (loss) before
undernoted items
Gain (loss) on sale of
marketable securities
Foreign exchange (gain)
loss
Interest income
Restructuring costs
Legal fees on settlement
of lawsuit
Earnings (loss) from
continuing operations
Income (loss) from
discontinued operations

Mar 31
2006

Jun 30
2006

Sep 30
2006

Dec 31
2006

Mar 31
2007

Jun 30
2007

Sep 30
2007

Dec 31
2007

$ 15,514
6,202
40%

$ 16,907
8,379
50%

$ 5,617
1,055
19%

$ 7,870
2,881
37%

$19,505
9,662
50%

$ 15,893
7,415
47%

$ 9,474
4,386
46%

$ 13,226
5,968
45%

1,170
2,819

1,227
2,342

1,134
1,772

1,209
2,372

1,266
3092

1,296
2,203

1,295
1,937

1,422
2,692

1,290

1,498

1,191

1,684

1331

1,581

1,349

1,694

143
587
6,009

186
619
5,872

215
638
4,950

213
666
6,144

220
603
6512

185
562
5,827

131
584
5,296

130
661
6,599

193

2,507

(3,895)

(3,263)

3150

1,588

(910)

–

–

(1050)

–

39

–

(133)
(84)
–

(53)
(27)
–

(46)
(74)
–

273
(146)
–

422
(105)
–

156

37

634

1,061

1,407

94

(2,170)

2,636

361

(2,634)

(659)

67
(16)
–

762
(94)
1,043

40

34

102

762

–

(3,834)

(631)

–
26
(92)
–

(9,257)

(2,929)

(1,978)

(582)

(105)

(122)

(107)

$ (9,155)

$ (2,167)

$ (5,812)

$ (2,752)

$ 2,531

$

239

$ (2,741)

$

Earnings (loss) per common share from continuing operations *:
Basic and diluted
$
0.00 $
0.02 $ (0.08)

$ (0.05)

$

0.06

$

0.01

$ (0.06)

$ (0.01)

Net earnings (loss) per common share *:
Basic and diluted
$ (0.20) $ (0.05) $ (0.13) $ (0.06)
* Calculated using quarterly weighted average number of shares outstanding.

$

0.05

$

0.01

$ (0.06)

$ (0.01)

Net earnings (loss)

29
(630)

Quarterly results have varied during the past eight quarters due, in part, to the following factors:
1. A large component of Hemisphere GPS revenues are derived from the North American agricultural
markets and have historically been impacted by the seasonality of the agricultural buying season with the
first half of the year being the strongest and the second half being the weakest. Management is
undertaking initiatives to attempt to mitigate the seasonality of the business, including increasing sales
efforts in the Southern Hemisphere which is generally counter-seasonal to the Northern hemisphere
agricultural seasons.
2. The Del Norte business assets were acquired in January 2006 and the Beeline business was acquired in
December 2007. These acquisitions impacted revenues and expenses after the date of their closing.
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Quarter Ended December 31, 2007 versus Quarter Ended December 31, 2006
Continuing Operations – Hemisphere GPS
Revenues
Fourth quarter revenues of $13.2 million were an increase of 68% from revenues of $7.9 million in the fourth
quarter of 2006. The Company is well positioned to benefit from the positive conditions in the agricultural
markets and saw strong revenue growth in fourth quarter sales of ground and air-based agricultural products.
In addition, the Company also saw growth from its precision product line in the fourth quarter. On a regional
basis, North American sales delivered growth of 40% (53% in US dollars) compared to the fourth quarter of
2006. Sales from outside of North America delivered higher growth of 165% (179% in US dollars) in the fourth
quarter compared to 2006.
Gross Margins
Gross margins in the fourth quarter of 2007 were 45% and $6.0 million, compared to 37% and $2.9 million in
the fourth quarter of 2006. Gross margins improved from 2006 as a result of product cost reductions from
outsourcing, design and manufacturing initiatives. Offsetting this increase was the impact of the weakening
US dollar, which is estimated to have negatively impacted gross margins by approximately 2% when
compared to the foreign exchange rate from the fourth quarter of 2006.
Expenses and Other
Operating expenses of $6.6 million in the fourth quarter were up 7% relative to $6.1 million in the fourth
quarter of 2006. Increases are modest relative to the increase of 68% in revenues. Increases in sales and
marketing and research and development related expenses were the primary drivers of the increase.
Research and development expenses increased by 18% relative to 2006 as a result of increased activity.
Sales and marketing expenses increased by 14% in the fourth quarter as a result of variable costs associated
with revenue, such as commissions and increasing promotional activities.
Gain on Sale of Marketable Securities
In December 2006, the Company sold 1,931,745 common shares of Telular Corporation that it had received
as a component of the proceeds for the sale of the Fixed Wireless Telephone product line. Net proceeds of
disposition for the sale were $7.2 million, giving rise to a gain on sale of approximately $1.0 million. There was
no corresponding activity in the fourth quarter of 2007.
Interest and Foreign Exchange
Interest income, net of expense, in the fourth quarter of 2007 was $92 thousand compared to $27 thousand in
the same quarter of 2006. The Company earned interest income on its cash balance, which was offset by
interest expense on capital leases and long-term debt – which was higher in 2006 due to larger balances
outstanding.
The Company realized a foreign exchange loss in the fourth quarter of $26 thousand, compared to a foreign
exchange gain in the fourth quarter of 2006 of $53 thousand. The fourth quarter loss in 2007 included $17
thousand foreign exchange loss from Beeline.
Discontinued Operations – Wireless Business Unit
The Company recorded no revenue in the fourth quarter of 2007 compared to revenue of $0.2 million due to
the divestment of the Fixed Wireless Telephone and Asset-Link Telematics product lines during 2006.
The Company recorded $165 thousand gain on the sale of the wireless technology patents in the fourth
quarter of 2007. In the fourth quarter of 2006 the Company recorded a gain on the sale of the Fixed Wireless
Telephone product line of $0.6 million from additional shares received from Telular Corporation and discussed
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earlier in this MD&A. In addition, in 2006, the Company recorded a loss of $0.4 million related to the sale of
the Asset-Link Telematics product line during the fourth quarter.
The Company recorded net income from discontinued operations of $29 for the quarter ended December 31,
2007 compared to a loss of $0.6 million in the same quarter of 2006.
Earnings
In the fourth quarter of 2007, the Company incurred a loss from continuing operations of $0.7 million, or $0.01
per share (basic and diluted), compared to a fourth quarter 2006 loss of $2.2 million or $0.05 per share (basic
and diluted).
The Company incurred a loss of $.6 million, or $0.01 per share (basic and diluted) in the fourth quarter of
2007, compared to a fourth quarter 2006 loss of $2.8 million or $0.06 per share (basic and diluted).
Liquidity and Capital Resources
Working Capital
The Company held cash at December 31, 2007 of $13.3 million compared to $11.2 million at the end of 2006.
The Company has a bank operating line of credit with a maximum limit of $7 million. The available borrowing
limit under this operating line is determined based on trade receivables and inventory levels. The utilization of
this line of credit draws interest at prime plus 0.5%. The Corporation has entered into a general security
agreement with its bank to secure such indebtedness. There were no balances drawn against this line of
credit at the end of 2007 or 2006.
In connection with the acquisition of Beeline, the Company entered into a non-revolving term loan facility of $8
million with its bank. The full amount of the loan was drawn on closing of the acquisition on December 20,
2007 and repaid on December 27, 2007 following receipt of the proceeds of the special warrants financing.
Accounts receivable at December 31, 2007 was $7.0 million, versus $5.0 million at December 31, 2006. In
North America, the Company’s Outback product line is generally sold directly to end customers and these
sales typically take place with prepayment by cash, credit card or other financing options. Therefore, the
accounts receivable balance represents primarily sales of non-Outback product lines, or sales of Outback
products outside of North America. The balance has increased at the end of 2007 as a result of increased
revenues. During the fourth quarter, the Company collected US$1.5 million included in accounts receivable at
September 30, 2007 from RHS, Inc. related to the indemnification of legal expenses for the Trimble
Navigation lawsuit discussed previously in this MD&A.
Inventories consist of components, work in process and finished goods related to the products manufactured
and sold by the Company. Inventory levels increased from $11.5 million at December 31, 2006 to $15.1
million at the end of December 2007. The increase in inventory relates to increased revenue levels. During
the last half of 2007, the Company built inventory to a level necessary to support expected demand in the
strongest selling season which takes place in the first half of the year.
The Company is focused on optimizing its inventory levels. During December 2006, the Company
implemented the second phase of a new ERP system, including the manufacturing planning component.
Through this system, the Company expects to achieve improvements in manufacturing and procurement
processes that will enable it to reduce relative inventory levels over time. In addition, the Company continued
to out-source the manufacturing of certain higher-volume elements of our products, including certain finished
goods products, which resulted in cost savings and capacity increases during 2007.
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Foreign Exchange Hedging Program
The Company has a foreign currency risk management program in place to mitigate the impact of foreign
exchange fluctuations on its US dollar denominated working capital. The Board of Directors has approved the
execution of financial instruments with a maximum notional value of US$20 million which have the objective of
offsetting the exposure the Company faces by carrying positive US dollar working capital. The Company
enters financial instruments which are settled for cash using the Bank of Canada noon day rate as the
reference foreign exchange rate. At December 31, 2007, no financial instruments were outstanding relating to
this program. In 2007 the Company received hedging payments of $2.1 million which have been recorded in
the foreign exchange gain/loss category of the consolidated statement of operations.
Property and Equipment
During 2007, excluding assets acquired in connection with the acquisition of Beeline, the Company invested
$1.1 million in property and equipment. The most significant capital addition in 2007 was a renovation and
upgrading of the Calgary manufacturing facility to improve the Company’s manufacturing efficiency and
capacity. In addition, capital additions included information technology-related capital, research equipment
and production equipment.
In connection with the acquisition of the Beeline business assets, tangible capital assets were acquired
totaling $0.2 million and intangible capital assets were acquired totaling $7.2 million. Tangible assets
included office equipment, computer equipment and computer software. Intangible assets included
trademarks and brands, customer relationships, and technology.
Goodwill
Goodwill of $14.5 million was recorded arising from the Beeline business acquisition.
Effective December 31, 2007, 1,500,028 common shares became issuable to RHS, Inc. (“RHS”) under
performance warrants issued to RHS as part of the acquisition of the Outback business assets in April 2005.
Additional common shares were payable under the performance warrants based on revenue and profitability
for the years 2005 to 2007. The common shares are to be issued following completion of the audit of the
consolidated financial statements for 2007, were valued at $3.54 per share and have been accounted for as
additional consideration for the acquisition resulting in additional goodwill in the consolidated financial
statements.
Share Capital
At March 13, 2008, there were 49,005,087 common shares outstanding.
On December 27, 2007 the Company completed a private placement of 5,555,600 special warrants, issued at
a price of $3.15 per special warrant, for total gross proceeds of $17.5 million. Net proceeds were $16.3 million
after deducting fees and expenses. The special warrants will be exercised for common shares of the
Company following regulatory approval of a prospectus relating to the transaction.
During 2007, 248,360 stock options (2006 – 269,167) were exercised for cash proceeds of $0.5 million (2006
- $0.4 million).
Cash Flow
Continuing operations used $0.3 million of cash in operations in 2007, after consideration of the net change in
non-cash operating working capital. During the year, net proceeds of $16.3 million were received from the
private placement of Special Warrants and $0.6 million was received from the sale of Telular Corporation
shares. Cash outflows during the year included $13.1 million of cash used for the acquisition of Beeline, $1.1
million for the purchase of property and equipment and $0.6 million was used for principal repayments on
long-term debt and capital leases. Discontinued operations utilized cash of $0.1 million.
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Related Party Transactions
During the year the Company had transactions with RHS, Inc. (“RHS”), from whom the Company acquired the
Outback business assets in 2005. RHS is a company wholly-owned by a director and former member of the
Company’s senior management team. The details, including the business purpose of the transactions, the
recorded amounts and the measurement basis used is provided in note 14 of the consolidated financial
statements.
Critical Accounting Policies and Estimates
The Company prepares its consolidated financial statements in accordance with accounting principles
generally accepted in Canada. The preparation of these financial statements requires Management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses.
These estimates are based on Management’s historical experience and various other assumptions that are
believed by Management to be reasonable under the circumstances. Such assumptions are evaluated on an
ongoing basis and form the basis for making judgments about the carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results could differ from these estimates.
The following critical accounting policies affect our more significant estimates and assumptions used in
preparing our consolidated financial statements:
1. The Company maintains an allowance for doubtful accounts for estimated losses that may occur if
customers are unable to pay trade balances owing to the Company. This allowance is determined
based on a review of specific customers, historical experience and economic circumstances.
2. Inventories are carried at the lower of cost and market value. Provisions for excess or obsolete
inventory are recorded based on Management’s assessment of the estimated market value of
component, work in process, and finished goods inventory.
3. The Company performs the required test for goodwill impairment annually in the fourth quarter, or
more frequently if events or changes in circumstances indicate that the asset might be impaired. In
performing the required test, Management estimates the future cash-flows of each of its reporting
units.
4. The Company evaluates its future tax assets and records a valuation allowance where the recovery
of future tax does not meet the required level of certainty. At December 31, 2007, valuation
allowances are provided for the full amount of future tax assets.
5. The Company accrues reserves for product warranty expenses for the repair or replacement of
defective products sold. The warranty reserve is based on an assessment of the historical experience
of the Company. If the Company suffers a decrease in the quality in its products, an increase in
warranty reserve may be required.
Business and Market Risks
The nature of the Company’s business gives rise to certain risks that may impact future financial results. In
addition to risks described elsewhere in this report, the Company identifies the following risks to currently be
the most significant:
1. Financial Results
The Company incurred marginal losses during the year ended December 31, 2007 relative to
significant losses during the years ended December 31, 2005 and 2006. While 2004 was a profitable
year, the Company incurred losses in each of the three years prior to 2004. It is possible that losses
will occur in any of the four quarters of 2008 and that a loss could be realized in 2008. The Company
may fail to execute on its business plan, and in addition, future revenues, gross margins and
expenses are subject to many factors beyond the Company’s control. Examples include:
• the liquidity and business plan execution of customers;
• general industry conditions;
• the rate of acceptance of the Company’s products;
• new technologies in the marketplace;
• the development and timing of the introduction of new products;
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•
•
•
•
•

price and product competition from competitors;
the product mix of the Company’s sales;
possible delays in manufacturing or shipment of the Company’s products;
possible delays or shortages in component supplies; and
other risk factors described in this MD&A.

2. Foreign Currency Valuations
Sales of the Company’s products are transacted primarily in US dollars. As revenues are reported by
the Company in Canadian dollars, the Company is exposed to risk associated with US and Canadian
dollar currency fluctuations. These risks are mitigated to some extent by purchasing inventory, as
well as other costs and many services in US dollars. However, a strengthening in the Canadian dollar
relative to the US dollar, as has been the case for the years 2003 to 2007, results in lower revenues
and earnings for the Company. As the Company expands with increased global sales, it is expected
that it may be necessary to transact sales in foreign currencies other than US dollars, thus exposing
the Company to additional foreign currency risk.
In 2007, the Company entered into derivative financial instruments to manage the foreign currency
exposure of US dollar denominated working capital under its board-approved foreign exchange risk
management program. Although this program has been implemented, there is no guarantee the
Company will not experience foreign exchange gains and losses in future periods.
3. General Economic and Financial Market Conditions
In 2007, the Company faced negative conditions in certain economic, financial and product markets.
Negative changes in market and business environments, or adverse geopolitical events, could have a
negative impact on the Company’s 2008 performance. The Company’s agricultural product sales
were affected to some extent by drought conditions certain markets in 2007 and in prior years. This
negatively impacted sales of agriculture guidance products. Should negative weather conditions arise
in 2008, the Company could be faced with lower-than-expected revenues in the impacted market
areas.
4. Dependence on Key Personnel and Consultants
The Company’s success is largely dependent upon the performance of personnel and key
consultants. The unexpected loss or departure of any key officers, employees or consultants could
be detrimental to the future operations. The success of the Company will depend, in part, upon the
ability to attract and retain qualified personnel, as they are needed. The competition for highly skilled
technical, research and development, management, and other employees is high in the GPS industry.
There can be no assurance that we will be able to engage the services of such personnel or retain
our current personnel.
5. Competition
The Company is competing in a highly competitive industry that is constantly evolving and changing.
The Corporation expects this competition to increase as new competitors enter the market. Many of
our competitors have greater financial, technical, sales, production and marketing resources. We
compete with companies that also have established customer bases and greater name recognition.
This may allow competitors to respond more quickly to the GPS market and better implement
technological developments. There is no assurance that the Company will be able to compete on the
same scale as these companies. Such competition may result in reduced sales, reduced margins or
increased operating expenses.
6. Third Party Dependence
Many of the Company’s products rely on signals from satellites, and other ground support systems,
that it does not own or operate. Such satellites and their ground support systems are complex
electronic systems subject to electronic and mechanical failures and possible sabotage. The satellites
have limited design lives and are subject to damage by the hostile space environment in which they
operate. If a significant number of satellites were to become inoperable, there could be a substantial
delay before they are replaced with new satellites. A reduction in the number of operating satellites
would impair the current utility of the Global Positioning System (“GPS”) and/or the growth of current
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and additional market opportunities, which would adversely affect our results of operations. In
addition, there is no assurance that the US government will remain committed to the operation and
maintenance of GPS satellites over a long period of time or that the policies of the US government for
the commercial use of GPS without charge will remain unchanged.
7. Dependence on New Products
The Company must continue to make significant investments in research and development to
develop new products, enhance existing products and achieve market acceptance for such products.
However, there can be no assurance that development-stage products will be successfully completed
or, if developed, will achieve significant customer acceptance. If the Company is unable to
successfully define, develop and introduce competitive new products, and enhance existing products,
future results would be adversely affected.
8. Intellectual Property
The industry in which the Company operates has many participants that own, or claim to own,
proprietary intellectual property. The Company has received, and may receive, claims from third
parties claiming that the Company has infringed on their intellectual property rights. Determination of
the rights to intellectual property is very complex, and costly litigation may be required to establish if
the Company has violated the intellectual property rights of others. As a result of such claims, the
Company could be subject to losses arising from product injunctions, awards for damages and third
party litigation costs, requirements to license intellectual property, legal expenses, diversion of
Managements’ time and attention, and other costs.
9. Government Regulation
The Company’s products are subject to government regulation in the United States, Canada and
other regions in which we operate. Although we believe that we have obtained the necessary
approvals for the products that we currently sell, we may not be able to obtain approvals for future
products on a timely basis, or at all. In addition, regulatory requirements may change or we may not
be able to obtain regulatory approvals from countries in which we may desire to sell products in the
future.
10. Availability of Key Supplies
The Company is reliant upon certain key suppliers for raw materials and components, and no
assurances can be given that we will not experience delays or other difficulties in obtaining supplies,
as a result of trade disputes or other matters. While no single vendor currently supplies more than
10% of the raw materials used by the Company, the raw materials used in certain operations are
available only through a limited number of vendors. Although we believe there are alternative
suppliers for most of our key requirements, if our current suppliers are unable to provide the
necessary raw materials or otherwise fail to timely deliver products in the quantities required, any
resulting delays in the manufacture or distribution of existing products could have a material adverse
effect on our results of operations and its financial condition.
11. Credit Risk
The Company has undergone significant sales growth resulting in a significant growth in its customer
base. As a result, the Company has an increasing exposure to credit risk related to trade balances
owing from customers. In the normal course of business, the Company monitors the financial
condition of its customers and reviews the credit history of new customers to establish credit limits.
The Company establishes an allowance for doubtful accounts that corresponds to the credit risk of its
customers, historical trends and economic circumstances. Losses could be realized by the Company
if customers default on their balances owing.
12. Technology Risk
The Company’s success in the GPS markets may depend in part on our ability to develop products
that keep pace with the continuing changes in technology, evolving industry standards and changing
customer and end-user preferences and requirements. The Company’s products embody complex
technology that may not meet those standards, changes and preferences. We may be unable to
successfully address these developments on a timely basis or at all. Failure to respond quickly and
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cost-effectively to new developments through the development of new products or enhancements to
existing products could cause the Company to be unable to recover significant research and
development expenses and could reduce our revenue.
13. Future Acquisitions
The Company may seek to expand its business and capabilities through the acquisition of compatible
technology, products or businesses. There can be no assurance that suitable acquisition candidates
can be identified and acquired on favourable terms, or that the acquired operations can be profitably
operated or integrated into the Company. In addition, any internally generated growth experienced by
the Company could place significant demands on our Management, thereby restricting or limiting our
available time and opportunity to identify and evaluate potential acquisitions. To the extent
Management is successful in identifying suitable companies or products for acquisition, we may deem
it necessary or advisable to finance such acquisitions through the issuance of Common Shares,
securities convertible into Common Shares, debt financing, or a combination thereof. In such cases,
the issuance of Common Shares, Preferred Shares or convertible securities could result in dilution to
the holders of Common Shares at the time of such issuance or conversion. The issuance of debt to
finance acquisitions may result in, among other things, the encumbrance of certain of our assets,
impeding our ability to obtain bank financing, decreasing our liquidity, and adversely affecting our
ability to declare and pay dividends to our shareholders.
14. Proprietary Protection
The Company’s success will depend, in part, on its ability to obtain patents, maintain trade secrets
and unpatented know-how protection, and to operate without infringing on the proprietary rights of
third parties or having third parties circumvent our rights. The Company relies on a combination of
contract, copyright, patent, trademark and trade secret laws, confidentiality procedures and other
measures to protect its proprietary information. There can be no assurance that the steps taken will
prevent misappropriation of its proprietary rights. The Company’s competitors also could
independently develop technology similar to its technology. Although the Company does not believe
that its products or services infringe on the proprietary rights of any third parties, there can be no
assurance that infringement or invalidity claims (or claims for indemnification resulting from
infringement claims) will not be asserted or prosecuted against the Company, or that any such
assertions or prosecutions will not materially adversely affect its business, financial condition or
results of operations. Irrespective of the validity or the successful assertion of such claims, the
Company could incur significant costs and diversion of resources with respect to the defence thereof,
which could have a material adverse effect on its business.
15. Conflicts of Interest
Certain directors of the Company are engaged and will continue to be engaged in the design,
manufacture and marketing of electronic products, and situations may arise where the directors may
be in direct competition with the Company. Conflicts of interest, if any, which arise will be subject to
and governed by the procedures prescribed by the Alberta Business Corporations Act (“ABCA”)
which require a director or officer of a corporation who is a party to, or is a director or an officer of, or
has a material interest in any person who is a party to, a material contract or proposed material
contract with the Company to disclose his interest and, in the case of directors, to refrain from voting
on any matter in respect of such contract unless otherwise permitted under the ABCA.
16. Product Liability
The sale and use of the Company’s products entail risk of product liability. Although we have product
liability insurance, there is no assurance that such insurance will be sufficient or will continue to be
available on reasonable terms.
17. New and Emerging Markets
Many of the markets for the Company’s products are new and emerging. Its success will be
significantly affected by the outcome of the development of these new markets.
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18. Physical Facilities
The Company has facilities at several different locations, as well as component inventory, finished
goods and capital assets at third-party manufacturing facilities. Tangible property at each location is
subject to risk of fire, earthquake, flood, and other natural acts of God. In the event of such acts, there
could be delays in production and shipments of product due to both the loss of inventory and/or
capacity to produce.
19. Legal Risks
In common with other companies, the Company is subject to legal risks related to operations,
contracts, relationships and otherwise under which we may be served with legal claims. Whether or
not the claims are legally valid, such claims may result in legal fees, damages, settlement costs and
other costs as well as significant time and distraction of Management and employees.
Disclosure Controls and Procedures
Disclosure controls and procedures have been designed to ensure that information required to be disclosed
by the Company is accumulated and communicated to the Company's Management as appropriate to allow
timely decisions regarding required disclosure. The Company's Chief Executive Officer and Chief Financial
Officer have concluded, based on their evaluation as of December 31, 2007, that the Company's disclosure
controls and procedures are effective to provide reasonable assurance that material information related to the
Company, including its subsidiaries, is made known to them by others within the Company. It should be noted
that while the Company's Chief Executive Officer and Chief Financial Officer believe that the Company's
disclosure controls and procedures provide a reasonable level of assurance that they are effective, they do
not expect that the disclosure controls and procedures or internal controls over financial reporting would
prevent all errors and fraud. A control system, no matter how well conceived or operated, can provide only
reasonable, not absolute, assurance that the objectives of the control system are met.
Internal Controls Over Financial Reporting
The Chief Executive Officer and the Chief Financial Officer of the Company are responsible for designing
internal controls over financial reporting or causing them to be designed under their supervision in order to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with Canadian GAAP.
In the fourth quarter of 2006, the Company implemented the second phase of a new ERP system, including
the manufacturing resources planning (“MRP”) component of the system. The implementation of this phase
included revisions to many Company processes related primarily to purchasing, inventory control and
manufacturing activities. As a result of the broad impact of this system implementation, the Company believes
that these changes have materially affected the Company’s internal controls over financial reporting.
In December 2007, the Company completed the acquisition of Beeline Technologies Pty Ltd. In early January,
the Company commenced a formal integration project, including the alignment of Beeline policies, processes,
systems and internal controls with those of Hemisphere. The integration process is progressing well, but will
take time to complete.
We have assessed the design of our internal controls over financial reporting and during this process, we
identified certain weaknesses in internal controls over financial reporting which are set out below. The
weaknesses in the Company’s internal controls over financial reporting discussed below result in a more than
remote likelihood that a material misstatement would not be prevented or detected. Management and the
Board of Directors work to mitigate the risk of material misstatement, as described more fully below, however,
there can be no assurance that the risk can be reduced to less than a remote likelihood of a material
misstatement.
Limited Number of Staff: Common with many small companies, internal control deficiencies have been
identified within the Company’s accounting and finance department as a result of a limited number of staff.
Two deficiencies were identified:
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1. the Company does not have the personnel with all the technical knowledge to identify and address
the complex and non-routine transactions that may arise; and
2. certain duties were not properly segregated due to the limited number of staff.
Management has implemented processes to mitigate the risks arising from these weaknesses, including the
transfer of certain incompatible functions to staff who do not have incompatible functions. However, given
limited resources, there are circumstances where it was determined that it is not cost effective to fully
eliminate incompatible functions. Instead, the Company relies on mitigating processes and controls. Material,
complex and non-routine transactions are overseen by members of the senior management team and thirdparty expert advisors are consulted as needed in connection with the accounting and other implications.
Detailed working papers are prepared and regularly reviewed by accounting management. Management
reporting is prepared and regularly monthly by the senior management team. On a quarterly basis,
consolidated financial statements are reviewed by the Chief Executive Officer, Chief Financial Officer and the
Audit Committee of the Board of Directors. In addition, the quarterly financial statements are reviewed by the
Company’s external auditor.
Management plans to implement further procedures during 2007 to address or mitigate the risks associated
with the weaknesses identified. In particular, the Company plans to transfer certain responsibilities from staff
with incompatible functions to staff who do not have incompatible functions. As the Company realizes future
growth, it also plans to expand the technical competence of the individuals involved in the accounting and
finance department.
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Consolidated Financial Statements of

(formerly CSI Wireless Inc.)

Years ended December 31, 2007 and 2006

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING
Management of Hemisphere GPS Inc. is responsible for the preparation and the
presentation of the consolidated financial statements and related information published in
the annual report. These statements were prepared in accordance with generally accepted
accounting principles in Canada.
The preparation of the financial information necessarily requires the use of some estimates
and judgements, such as selection and application of accounting principles appropriate to
the circumstances and with due consideration to materiality. Where appropriate,
management seeks and receives guidance in these matters from external legal, accounting
and other advisors.
To ensure the reliability of the financial statements, management relies on the Company’s
system of internal controls. The accounting procedures and related systems of internal
control are designed to provide reasonable assurance that its assets are safeguarded and
its financial records are reliable.
Management continuously monitors and adjusts the Company’s internal controls and
management information systems to accommodate a changing environment while ensuring
financial integrity.
Management also recognizes its responsibility for ensuring that the Company, at all times,
conducts its affairs in an ethical manner, conforming to all applicable laws and regulations,
and in accordance with the highest standards of personal and corporate conduct.

Cameron Olson

Steven Koles

Sr. Vice President & Chief Financial Officer
March 14, 2008
Calgary, Canada

President & Chief Executive Officer
March 14, 2008
Calgary, Canada
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KPMG LLP
Chartered Accountants
th

2700 205 - 5 Avenue SW
Calgary AB T2P 4B9

Telephone (403) 691-8000
Fax
(403) 691-8008
Internet
www.kpmg.ca

AUDITORS' REPORT TO THE SHAREHOLDERS
We have audited the consolidated balance sheets of Hemisphere GPS Inc. (formerly CSI
Wireless Inc.) as at December 31, 2007 and 2006 and the consolidated statements of
operations and deficit and cash flows for the years then ended. These financial statements
are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform an audit to obtain reasonable
assurance whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation.
In our opinion, these consolidated financial statements present fairly, in all material respects,
the financial position of the Company as at December 31, 2007 and 2006 and the results of
its operations and its cash flows for the years then ended, in accordance with Canadian
generally accepted accounting principles.

Chartered Accountants
Calgary, Canada
March 4, 2008
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CONSOLIDATED BALANCE SHEETS
December 31, 2007 and 2006
2007

2006

$ 13,295,655
7,043,919
259,816
15,142,719
629,429
393,661
36,765,199

$ 11,160,405
4,995,204
111,619
11,479,139
550,530
1,360,735
29,657,632

254,481
8,102,650
10,775,475
42,733,247
–
$ 98,631,052

246,414
8,507,990
4,332,591
22,961,432
116,380
$ 65,822,439

$ 8,337,366
1,587,939
–
101,714
324,060
57,781
10,408,860

$ 5,785,501
773,527
300,517
291,057
–
974,505
8,125,107

1,696,541
–

1,672,116
101,714

Assets
Current assets:
Cash
Accounts receivable
Deferred commissions
Inventories
Prepaid expenses and deposits
Current assets of discontinued operations (note 11)
Deferred commissions
Property and equipment (note 3)
Intangible assets (note 4)
Goodwill
Assets of discontinued operations (note 11)

Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable and accrued liabilities
Deferred revenue
Current portion of long-term debt (note 5)
Current portion of capital leases (note 6)
Notes payable (note 2 (a))
Current liabilities of discontinued operations (note 11)
Deferred revenue
Capital lease obligations (note 6)
Shareholders’ equity:
Share capital (note 7)
Performance warrants (note 7(e))
Contributed surplus (note 8)
Warrants (note 7(f))
Deficit

113,150,805
5,313,101
3,242,308
16,287,380
(51,467,943)
86,525,651

104,013,743
–
2,776,468
–
(50,866,709)
55,923,502

$ 98,631,052

$ 65,822,439

Commitments (note 13)
Contingencies (note 15)

See accompanying notes to consolidated financial statements.
Approved by the Board:

Paul Cataford, Director

Paul Camwell, Director
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CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT
Years ended December 31, 2007 and 2006
2007

2006

$ 58,097,654

$ 45,908,060

30,666,385
27,431,269

27,390,609
18,517,451

5,280,270
9,924,163
5,955,310
666,260
2,408,944
24,234,947

4,741,323
9,305,319
5,663,242
757,142
2,509,013
22,976,039

Income (loss) before undernoted items

3,196,322

(4,458,588)

Loss (gain) on sale of marketable securities
Foreign exchange loss
Interest income
Restructuring costs
Legal fees on settlement of lawsuit (note 15 (ii))
Loss from continuing operations

38,809
674,276
(416,783)
–
3,195,946
(295,926)

(1,049,976)
642,856
(220,984)
1,043,000
266,342
(5,139,826)

(305,308)
(601,234)

(14,746,737)
(19,886,563)

(50,866,709)

(30,980,146)

Deficit, end of year

$(51,467,943)

$(50,866,709)

Loss per common share from continuing operations:
Basic and diluted

$

(0.01)

$

(0.11)

Net loss per common share:
Basic and diluted

$

(0.01)

$

(0.43)

Sales
Cost of sales
Expenses:
Research and development
Sales and marketing
General and administrative
Stock-based compensation
Amortization

Loss from discontinued operations (note 11)
Net loss
Deficit, beginning of year

Weighted average shares outstanding:
Basic
Diluted

46,338,771
53,740,919

See accompanying notes to consolidated financial statements.
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46,023,887
46,023,887

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 2007 and 2006
2007
Cash flows from (used in) operating activities:
Loss from continuing operations
Items not involving cash:
Amortization
Stock based compensation
Unrealized foreign exchange loss
Loss (gain) on sale of marketable securities
Cash from (used in) continuing operations

$

$ (5,139,826)

2,408,944
666,260
4,037
38,809
2,822,124

2,509,013
757,142
25,116
(1,049,976)
(2,898,531)

(2,355,191)
(3,663,580)
(78,899)
(156,264)
2,272,710
838,837
(320,263)

(1,582,795)
(321,448)
91
(333,561)
2,657,714
2,223,230
(255,300)

(304,073)
(624,336)

(5,263,760)
(5,519,060)

(300,517)
(291,057)
451,092
16,287,380
–
16,146,898

(508,406)
(300,562)
414,051
–
(346,812)
(741,729)

(1,052,823)
600,398
(13,100,382)
165,495
(13,387,312)

(4,059,272)
7,209,670
(959,303)
2,634,745
4,825,840

Change in non-cash operating working capital:
Accounts receivable
Inventories
Prepaid expenses and deposits
Deferred commissions
Accounts payable and accrued liabilities
Deferred revenue
Cash used in discontinued operations (note 11)
Cash flows from (used in) financing activities:
Long-term debt
Capital leases
Issue of share capital, net of issue costs
Issue of warrants, net of issue costs
Cash used in discontinued operations (note 11)
Cash flows from (used in) investing activities:
Purchase of property and equipment
Proceeds from the sale of marketable securities
Business acquisition ( note 2)
Cash from discontinued operations (note 11)

(295,926)

2006

Increase (decrease) in cash position

2,135,250

(1,434,949)

11,160,405

12,595,354

Cash, end of year

$ 13,295,655

$ 11,160,405

Supplemental disclosure:
Interest paid
Interest received

$
$

$
$

Cash, beginning of year

See accompanying notes to consolidated financial statements.
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57,077
403,106

88,143
343,756

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended December 31, 2007 and 2006

Hemisphere GPS Inc (formerly CSI Wireless Inc.) (the "Company") is incorporated under the
laws of the Province of Alberta. The Company is actively involved in the design, manufacture and
marketing of precision Global Positioning System (“GPS”) products and technologies.
1. Significant accounting policies:
(a) Principles of consolidation:
These consolidated financial statements include the accounts of the Company and its
subsidiaries, all of which are wholly-owned. All inter-company transactions have been
eliminated upon consolidation.
(b) Revenue recognition:
The Company generates revenue from the sale of equipment and from extended service
programs.
Revenues from the sale of equipment are recognized upon shipment and when all significant
contractual obligations have been satisfied and collection is reasonably assured. Accruals
for warranty costs, sales returns and other allowances at the time of shipment are based
upon contract terms and anticipated claims.
Revenues from the sale of extended service programs are recorded as deferred revenue at
the time that payment is received and are recognized on a pro-rata basis over the extended
service period. Commissions paid on extended service program revenues are recorded as
deferred charges at the time they are paid, and are expensed on a pro-rata basis over the
extended service period.
(c) Inventories:
Inventories are valued at the lower of cost and market. Cost is determined on an average
cost basis and market is determined at net realizable value for finished goods and work in
process and replacement cost for component parts. The cost of work in process and finished
goods include materials, labor and production overheads. Provisions for obsolete inventory
are based on Management’s best estimates which consider a variety of factors that may
affect the carrying values of inventories. These factors include, but are not limited to, market
demand, technology changes and design changes.
(d) Property and equipment:
Property and equipment is recorded at cost. Amortization is provided at the following annual
rates:
Assets
Leasehold improvements
Computer equipment and software
Office, production equipment and vehicles
Licenses and other assets

Method

Rate

straight-line
declining balance
declining balance
straight-line

4 - 20 years
30%
20% - 30%
2 - 10 years

Amortization is charged from the date of acquisition of an asset.
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1. Significant accounting policies (continued):
(e) Research and development costs:
Ongoing research and development costs, net of related government incentives and grants,
are charged to earnings in the current period. No government incentives or grants relating to
research and development activities were received in the year.
(f) Goodwill:
Goodwill is the residual amount that results when the purchase price of an acquired business
exceeds the sum of the amounts allocated to the assets acquired, less liabilities assumed,
based on their fair values. Goodwill is allocated, as of the date of the business combination,
to the Company’s reporting units that are expected to benefit from the business combination.
Goodwill is not amortized, but is tested for impairment annually in the fourth quarter, or more
frequently if events or changes in circumstances indicate that the asset might be impaired.
The impairment test is carried out in two steps. In the first step, the carrying amount of the
reporting unit is compared with its fair value. When the fair value of a reporting unit exceeds
its carrying amount, goodwill of the reporting unit is considered not to be impaired and the
second step of the impairment test is unnecessary. The second step is carried out when the
carrying amount of a reporting unit exceeds its fair value, in which case the implied fair value
of the reporting unit’s goodwill is compared with its carrying amount to measure the amount
of the impairment loss, if any. The implied fair value of goodwill is determined in the same
manner as the value of goodwill is determined in a business combination using the fair value
of the reporting unit as if it was the purchase price. When the carrying amount of a reporting
unit’s goodwill exceeds the implied fair value of the goodwill, an impairment loss is
recognized in an amount equal to the excess. As a result of the current year’s assessment,
no impairment loss has been recognized on goodwill.
(g) Intangible assets:
Intangible assets are carried at cost, with the carrying value of these assets being assessed
whenever an event or changes in circumstances indicate that their carrying amount may not
be recoverable.
Amortization is provided using the straight line method at the following annual rates:
Assets

Rate

Trademarks and brands
Customer relationships
Marketing and distribution assets
Technology

20 years
5 years
5 years
5 years
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1. Significant accounting policies (continued):
(h) Per share amounts:
The calculation of basic loss per common share is based on the weighted average number of
common shares outstanding. Diluted earnings per share is calculated using the treasury
stock method.
(i) Foreign currency translation:
Foreign currency balances of the Company's foreign subsidiaries, which are considered to be
integrated, are translated on the following basis:
 monetary assets and liabilities are translated at the rates of exchange prevailing at the
balance sheet dates.
 non-monetary assets, liabilities and related depreciation expense are translated at
historical rates.
 sales and expenses are translated at the average rate of exchange during the month in
which they are recognized.
Any resulting foreign exchange gains and losses are included in earnings.
(j) Stock-based compensation plan:
The Company applies the fair value method to all stock-based payments and awards. Under
the fair value method, the Company calculates the fair value of stock option grants or direct
awards of stock and records that fair value as compensation expense over the vesting period
of those grants and awards, and an equal amount is recorded in contributed surplus. Upon
exercise of stock options, the amount of compensation expense previously recorded in
contributed surplus is moved to share capital.
(k) Income taxes:
The Company follows the asset and liability method of accounting for income taxes. Under
this method, future income tax assets and future income tax liabilities are recorded based on
temporary differences - the difference between the carrying amount of an asset and liability in
the consolidated balance sheet and its tax basis. Future income tax assets and future
income tax liabilities are measured using enacted or substantively enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to settle. The effect on future income tax assets and liabilities of a change in tax
rates is recognized in income in the period that includes the date of substantive enactment.
To the extent that future income tax assets are not considered more likely than not to be
realized, a valuation allowance is provided.
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1. Significant accounting policies (continued):
(l) Use of estimates:
The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.
(m) Financial instruments and comprehensive income
On January 1, 2007, the Company adopted the new accounting standards issued by the
Canadian Institute of Chartered Accountants (“CICA”) regarding the recognition,
measurement, disclosure and presentation of financial instruments. Under these standards,
financial instruments must be classified into one of five categories: (i) held-for-trading, (ii)
held-to-maturity, (iii) loans and receivables, (iv) available-for-sale, and (v) other financial
liabilities. The new standards require that all financial instruments within the scope of the
standards, including all derivative instruments, be recognized on the balance sheet initially at
fair value. Subsequent measurement of all financial assets and liabilities – except those in
the held-for-trading and available-for-sale categories – must be determined at amortized cost
using the effective interest rate method. Held-for-trading financial instruments are measured
at fair value with changes in fair value recognized in earnings. Available-for-sale financial
instruments are measured at fair value with changes in fair value recognized in
comprehensive income until the investment is derecognized or impaired at which time the
amounts would be recorded in net earnings.
Under adoption of these new standards, the Company designated accounts receivable as
“loans and receivables”, which are measured at amortized cost. Marketable Securities have
been designated as “held-for-trading”, which are measured at fair value with changes in such
value included in earnings. Accounts payable and accrued liabilities are classified as “other
financial liabilities” which are measured at amortized cost.
The Company also adopted as of January 1, 2007 new standards with respect to
comprehensive income. The new standards require a statement of comprehensive income, if
there are items that give rise to comprehensive income or loss. The Company did not identify
any such items giving rise to comprehensive income or loss in the year ended December 31,
2007, or that would result in an adjustment to opening balances for accumulated other
comprehensive income or loss.
The Company also adopted new accounting standards with respect to hedging activities. The
adoption of these standards did not have a material impact on the Company’s financial
statements as the Company does not apply hedge accounting. The Company does utilize
forward contracts to hedge certain foreign currency denominated assets and liabilities
against fluctuations in foreign currency exchange rates. These contracts are recorded at fair
value each reporting period with changes in fair value recorded in net earnings. The
Company does not use forward contracts for trading or speculative purposes.
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1. Significant accounting policies (continued):
(n) New accounting standards effective January 1, 2008
The Company will adopt new accounting standards relating to inventory and disclosure and
presentation of financial instruments. Management does not anticipate that these new
standards will have a material impact on the Company’s financial statements.
(o) Comparative figures:
Certain comparative information has been reclassified to conform with the current year’s
presentation.

2. Business acquisitions:
(a) Beeline Technologies Pty Ltd:
On December 20, 2007, the Company, through a wholly-owned subsidiary incorporated in
Australia, completed the acquisition of the shares and outstanding securities of Beeline
Technologies Pty Ltd. The acquisition has been accounted for using the purchase method
and the allocation of the purchase price based on fair values was as follows:

Current assets
Property and equipment
Intangible assets
Goodwill
Current liabilities
Notes payable

$

332,731
187,436
7,206,229
14,458,714
(279,155)
(320,023)

$21,585,932
Consideration consisted of:

Cash
Common shares issued
Transaction costs

$12,158,727
8,485,550
941,655
$21,585,932
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(b) Del Norte Technology Inc.:
On January 19, 2006, the Company, through its wholly-owned subsidiary Hemisphere GPS
LLC, completed the acquisition of the business assets of Del Norte Technology, Inc. The
acquisition has been accounted for using the purchase method and the allocation of the
purchase price based on fair values was as follows:

Cash
Current assets
Property and equipment
Intangible assets
Goodwill
Current liabilities

$

157,659
148,379
95,146
277,704
566,634
(128,560)

$ 1,116,962
Consideration paid consisted of:
Cash
Transaction costs

$ 1,087,674
29,288
$ 1,116,962

3. Property and equipment:
December 31, 2007

Cost

Leasehold improvements
Computer equipment and software
Office and production equipment
Licenses and other assets

December 31, 2006
Leasehold improvements
Computer equipment and software
Office and production equipment
Licenses and other assets

Accumulated
amortization

Net book
value

$ 3,621,871
5,686,675
6,019,611
628,435

$

496,554
3,383,657
3,664,404
309,327

$ 3,125,317
2,303,018
2,355,207
319,108

$15,956,592

$ 7,853,942

$ 8,102,650

Cost

Accumulated
amortization

Net book
value

$ 3,275,241
5,336,023
5,649,069
514,899

$

277,020
2,656,675
3,115,098
218,449

$14,775,232

$ 6,267,242

$

2,998,221
2,679,348
2,533,971
296,450
$ 8,507,990

Included in property and equipment is equipment under capital lease with a cost of $1,436,589
(2006 - $1,436,589), accumulated amortization of $1,048,212 (2006 - $921,219) and a net book
value of $388,377 (2006 - $515,370).
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4. Intangible assets:
December 31, 2007

Cost

Trademarks and brands
Customer relationships
Marketing and distribution assets
Technology

December 31, 2006
Trademarks and brands
Marketing and distribution assets
Technology

Accumulated
amortization

Net book
value

$ 2,628,349
792,685
2,395,045
6,972,838

$

336,589
3,315
1,286,264
387,274

$ 2,291,760
789,370
1,108,781
6,585,564

$12,788,917

$ 2,013,442

$10,775,475

Cost

Accumulated
amortization

Net book
value

$ 2,484,224
2,395,044
703,420

$

212,444
812,032
225,621

$ 2,271,780
1,583,012
477,799

$ 5,582,688

$ 1,250,097

$ 4,332,591

2007

2006

5. Long-term debt:

Term debt, repayable in monthly installments of
US$37,465 with interest calculated at 6.75%, matured
August 2007, was secured by specific computer
equipment and software

$

Less: current portion

–

$

–
$

–

300,517
300,517

$

–

6. Capital lease obligations:
Estimated lease payments are as follows:
2007
2007
2008
Total future minimum capital lease payments

$

–
103,651
103,651

2006
$

307,029
103,651
410,680

Less: interest portion
Net minimum lease payments

1,937
101,714

17,909
392,771

Less: current portion

101,714

291,057

$
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–

$

101,714

7. Share capital:
(a) Authorized:
Unlimited common shares
Unlimited first preferred shares, issuable in series
Unlimited second preferred shares, issuable in series

(b) Issued:
Issued share capital consists only of common shares, as follows;
Number of
Shares

Amount

45,856,449

$103,463,383

Issued on exercise of stock options
269,167
Share issue costs
–
Transfer from contributed surplus on exercise of stock options
–

429,554
(15,503)
136,309

Balance, December 31, 2005

Balance, December 31, 2006

46,125,616

$104,013,743

Issued on exercise of stock options
248,360
Share issue costs
–
Issued on business acquisition
2,445,365
Transfer from contributed surplus on exercise of stock options
–

468,066
(16,974)
8,485,550
200,420

Balance, December 31, 2007

48,819, 341

$113,150,805

(c) Stock options:
The Company has a stock option plan, whereby options to purchase common shares may be
issued to directors, officers, employees, key consultants and agents of the Company subject
to certain terms and conditions. Stock options granted vest over a period of two to four years
and expire at various dates through 2011.
At December 31, 2007, there were 2,785,468 (2006 - 3,002,631) stock options outstanding.
In aggregate, the Company’s shareholders have approved the issuance of total stock options
with a rolling maximum limit equal to 10% of outstanding common shares.
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(c) Stock options (continued):
Changes in the number of options, with their weighted average exercise prices are
summarized below:
2007

2006
Weighted
average
exercise
price

Number of
options
Total options outstanding,
beginning of year
Granted
Exercised
Forfeited

$

2.17
2.35
1.88
2.64

3,176,165
1,067,500
(269,167)
(971,867)

$

2.35
1.69
1.60
2.39

Stock options outstanding,
end of year
2,785,468

$

2.18

3,002,631

$

2.17

Exercisable at year end

$

2.20

1,873,961

$

2.23

Range of
exercise
prices
outstanding

3,002,631
275,000
(248,360)
(243,803)

Number of
options

Weighted
average
exercise
price

2,134,141

Options outstanding
Weighted
Number
average
outstanding at
remaining
December 31,
contractual
2007
life (months)

Options exercisable
Weighted
Number
average exercisable at
exercise December 31,
price
2007

Weighted
average
exercise
price

$1.33 – 2.00
2.01 – 3.00
3.01 – 3.78

1,686,885
735,583
363,000

32
30
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$

1.70
2.54
3.64

1,328,918
493,703
311,520

$

1.70
2.63
3.64

$1.33 – 3.78

2,785,468
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$

2.18

2,134,141

$

2.20

(d) The fair value of each stock option granted is estimated on the date of grant using the BlackScholes option pricing model with the following weighted average assumptions: zero
dividend yield; weighted average volatility of 103%; risk-free rate of 4.25% to 4.50%; and
expected lives of 2.5 years. The weighted average fair value of options granted during the
year was $1.43 (2006 - $.88) per option. The Company has recorded $666,842 (2006 $876,113) as compensation expense, including the amount that was attributable to, and
included in, the loss from discontinued operations in 2006.
(e) Under Performance Warrants issued to RHS, Inc. in connection with the Company’s April
2005 acquisition of the Outback Business 1,500,028 common shares of the Company are
issuable to RHS for no additional consideration based upon cumulative revenue and
profitability targets over the 2005, 2006 and 2007 fiscal years. The common shares to be
issued have been valued at $3.54 per share and have been accounted for as additional
consideration on the acquisition and have been recorded as goodwill.
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(f) On December 27, 2007, the Company closed a fully subscribed private placement of
5,555,600 special warrants (“Special Warrants”). The Special Warrants were purchased at a
price of $3.15 per Special Warrant for total gross proceeds of $17,500,140. Each Special
Warrant will be automatically exercised for common shares on the earlier of: (i) the business
day after the date on which a receipt has been issued by applicable Canadian securities
regulatory authorities for a final prospectus qualifying the distribution of the common shares
issuable upon exercise of the Special Warrants; or (ii) 120 days following the closing date.
8. Contributed surplus:
Balance, December 31, 2005

$ 2,036,664

Stock-based compensation expense
Stock options exercised

876,113
(136,309)

Balance, December 31, 2006

2,776,468

Stock-based compensation expense
Stock options exercised

666,260
(200,420)

Balance, December 31, 2007

$ 3,242,308

9. Income taxes:
Income tax expense varies from the amount that would be computed by applying the combined
Federal and Provincial income tax rate of 32.12% (2007 – 32.49%) to earnings before income tax
as follows:
2007
Expected income tax (recovery)

$

Increase (decrease) resulting from:
Unrecognized future tax assets
Permanent differences
Impact of future enacted tax rates and exchange rate
Impact of foreign jurisdiction tax rates
Tax recovery of loss on discontinued operations
Impact of review and update of prior years' tax filings
Income tax expense

(655,000)
151,000
3,015,000
628,000
(98,000)
(2,946,000)
$
–
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(95,000)

2006
$ (1,670,000)
3,995,000
450,000
295,000
(878,000)
(2,192,000)
–
$
–

9. Income taxes (continued):
The components of the Company's net future income tax assets, no portion of which has been
recorded in these financial statements, are as follows:
December 31, 2007

Canada

Net operating losses
Research and development tax pools
Property and equipment
Share issue costs
Goodwill
Reserves
Inventory

$ 2,240,232
1,342,953
59,301
304,919
–
88,265
–
$ 4,035,670

December 31, 2006
Net operating losses
Research and development tax pools
Property and equipment
Share issue costs
Inventory
Goodwill
Reserves
Restructuring costs
Unrealized foreign exchange loss

$

Asset (Liability)
United States
$11,097,683
–
596,463
–
(1,151,015)
–
35,280
$ 10,578,411

Total
$13,337,915
1,342,953
655,764
304,919
(1,151,015)
88,265
35,280
$14,614,081

Canada

Asset (Liability)
United States

313,551
826,456
(134,434)
386,814
–
–
108,382
–
–

$14,975,785
–
(137,970)
–
41,760
(1,271,601)
–
19,500
140,986

$15,289,336
826,456
(272,404)
386,814
41,760
(1,271,601)
108,382
19,500
140,986

$ 13,768,460

$15,269,229

$ 1,500,769

Total

The net operating loss carry-forwards reflected above expire as follows:
Net operating
losses
United States:
2020
2021
2022 and beyond

$ 2,731,000
7,009,000
18,004,000
$ 27,744,000

Canada:
2010
2014
2015 and beyond

500,000
2,233,000
6,228,000
$ 8,961,000

The Company has unrecognized tax credits totaling $2,200,000 in Canada, and $3,000,000 in
the United States relating to its research and development activities.
37

10. Segmented information:
The Company has identified three operating segments based upon the structure in which
management has organized the operations of the Company for making operating decisions,
resource allocation decisions and assessing financial performance. The operating segments
have been defined primarily by the products, markets, distribution methods and customer
composition associated with each segment.
The Company’s chief operating decision maker is the President and Chief Executive Officer
(CEO). The President and CEO reviews financial information relating to the three operating
segments, including revenues and the contribution of the segment to the shared costs of the
Company. The operating segments defined by the Company are:
(a) Ground Agriculture – this segment sells products for precision farming and ground-based
agricultural applications.
(b) Air - this segment sells precision aerial GPS products for farmers, forestry workers, and
firefighters.
(c) Precision Products – this segment sells precision GPS products for non-agricultural
markets including marine and geographic information systems applications, among
others.
All of the reportable operating segments derive their revenue from the sale of GPS guidance
related products. Because of their shared nature, the Company does not allocate goodwill,
property and equipment, capital expenditures or related amortization to its operating segments.
Ground Ag

Air

Precision

Shared

Total

Sales

$ 44,976,378

$ 5,088,178

$ 8,033,098 $

–

Contribution (loss)

$ 11,180,927

$ 1,153,278

$ 1,120,736 $ (13,750,867)

$ 58,097,654
$ (295,926)

Comparable financial information is not available for 2006.
Assets and sales by geographic segment:
Assets

United States
Canada
Europe
Australia
Other

Sales

2007

2006

2007

2006

$ 45,414,000
52,688,000
–
529,000
–

$ 45,476,000
20,346,000
–
–
–

$ 27,100,000
14,120,000
6,899,000
2,647,000
7,332,000

$ 25,146,000
11,900,000
3,687,000
1,000,000
4,175,000

Sales are attributed to geographic segments based on the location of the customer. The net book
value of property and equipment located in Canada is $3,022,752 (2006 - $3,178,075), United
States is $4,897,752 (2006 - $5,329,915) and Australia is $177,025 (2006 – nil).
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11. Discontinued operations:
In the fourth quarter of 2005, the Company commenced activities to restructure and dispose of its
Telematics product line, which was a component of the Wireless Business Unit. On April 24,
2006, the Company announced it had signed a definitive agreement to sell its Fixed Wireless
Telephone product line to Telular Corporation. The transaction closed on May 8, 2006. On
November 26, 2006, the Company signed a definitive agreement to sell its Asset-Link Telematics
product line to CHI-Agra Products Inc. The transaction closed on December 18, 2006. On July
28, 2006, the Company announced that it had signed an agreement to sell the Location Tag
Telematics product line to Trace Technologies, LLC (“Trace”). During the third quarter of 2007,
the Company entered an agreement to terminate the agreement with Trace and releasing a
deposit of $125 thousand that had been paid by Trace and was being held in escrow.
As a result of the above circumstances, the Telematics and the Fixed Wireless Telephone
product lines of the Wireless Business Unit have been classified as discontinued operations in
these financial statements, with the comparative information being restated to conform to this
disclosure.
As a result of an assessment of the fair value of the Wireless Business Unit compared to the
anticipated net proceeds of sale, an impairment of goodwill attributed to the discontinued
operations was recorded during the first quarter of 2006 totaling $8,000,000. At December 31,
2007 and 2006 there is no goodwill carried on the balance sheet relating to the discontinued
operations.
There are no continuing operational activities associated with the discontinued operations
following the divestments of the Asset-Link and Fixed Wireless Telephone product lines,
however, Management expects that there will be continuing cash flows related to:
(a) settlement of the remaining assets and liabilities of the discontinued operations, which are
expected to be completed during 2008; and
(b) the conclusion of legal matters associated with the discontinued operations, the timing of
which is not reasonably determinable.
Divestment of the Fixed Wireless Telephone product line - Proceeds on the disposition of the
Fixed Wireless Telephone product line at May 8, 2006 were as follows:

Cash
Accounts receivable
1,931,745 common shares of Telular Corporation
Less: disposition costs

$ 3,179,005
577,102
6,159,692
(431,630)
$ 9,484,169

In addition, the Company received a cash payment of $178,000 for working capital items
acquired by Telular Corporation.
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11. Discontinued operations (continued):
The agreement for the sale of the Fixed Wireless Telephone product line included the provision
that the Company may earn additional common shares of Telular Corporation based on the
revenues earned by Telular Corporation on GSM and TDMA fixed wireless telephone sales in
specific markets during defined periods no later than June 30, 2007. Under the TDMA earnout
provision, the Company earned 150,990 additional common shares of Telular Corporation as of
December 31, 2006, of a total available of 515,132. These additional proceeds, valued at
$639,263, were recorded as additional proceeds on the sale of the product line in 2006. The
GSM earnout provision was based on certain GSM fixed wireless telephone sales during the
period July 1, 2006 to June 30, 2007 and provided the Company the opportunity to earn up to
643,915 additional common shares. No additional common shares were earned by the Company
under the GSM earnout provision.
Divestment of the Asset-Link product line - Proceeds on the disposition of the Asset-Link product
line at the time of closing were as follows:

Cash
Promissory Note

$

Less: disposition costs

11,530
103,770
(46,120)

$

69,180

Under the terms of the divestment, the Company may earn up to US$250,000 based on sales of
Asset-Link products by the purchaser.
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11. Discontinued operations (continued):
The results of discontinued operations for the years ended December 31, 2007 and 2006 are as
follows:

Sales

$

Cost of sales
Expenses:
Research and development
Sales and marketing
General and administrative
Stock-based compensation
Amortization

Loss before undernoted items
Gain on the sale of patents
Impairment of property and equipment
Other income
Gain on the sale of product lines
Severance and wind-down costs
Interest income
Goodwill impairment
Loss from discontinued operations

$

2007

2006

–

$ 16,598,370

–
–

14,295,672
2,302,698

–
–
479,423
–
–
479,423

2,375,933
1,111,372
4,316,597
118,971
464,871
8,387,744

479,423

6,085,046

(165,495)
116,380
(125,000)
–
–
–
–
305,308

–
–
–
(383,398)
1,071,000
(25,911)
8,000,000
$ 14,746,737

Assets and liabilities presented in the consolidated balance sheet are recorded at lower of cost or
net realizable value and include the following assets and liabilities of discontinued operations:

Current assets

$

Assets:
Property and equipment
Current liabilities
$
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2007

2006

393,661

$ 1,360,735

–
393,661

116,380
116,380

(57,781)

(974,505)

335,880

$

502,610

11. Discontinued operations (continued):
The cash flows from discontinued operations for the years ended December 31, 2007 and 2006
are as follows:
2007
Cash flows from (used in) operating activities:
Net loss from discontinued operations
Items not involving cash:
Gain on sale of patents
Impairment of property and equipment
Amortization
Stock-based compensation
Goodwill impairment
Gain on sale of product lines

$

Change in non-cash operating working capital:
Accounts receivable
Inventories
Prepaid expenses and deposits
Accounts payable
Cash flows used in financing activities:
Capital lease obligations
Cash flows from (used in) investing activities:
Proceeds on sale of patents
Property and equipment
Proceeds on sale of product lines, net

$
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2006

(305,308)

$(14,746,737)

(165,495)
116,380
–
–
–
–
(354,423)

–
–
464,871
118,971
8,000,000
(383,398)
(6,546,293)

967,074
–
–
(916,724)
(304,073)

10,073,958
606,411
140,984
(9,538,820)
(5,263,760)

–

(346,812)

165,495
–
–
165,495

–
(112,630)
2,747,375
2,634,745

(138,578)

$ (2,975,827)

12. Financial instruments:
The carrying values of cash, accounts receivable, bank indebtedness and accounts payable and
accrued liabilities approximate their fair value due to the relatively short periods to maturity of
these instruments. All long-term debt and capital lease obligations with variable interest rates are
assumed to be at fair value and therefore are not revalued.
The nature of these instruments and the Company’s operations expose the Company to the
following risks:
(a) Credit risk:
Credit risk reflects the risk the Company may be unable to recover accounts receivable. The
Company employs established credit approval and monitoring practices to mitigate this risk.
(b) Interest risk:
The Company is exposed to interest rate risk to the extent that it may draw on its operating
line of credit or other forms of debt which calculate interest as a function of current lending
rates.
(c) Foreign exchange risk:
The Company is exposed to foreign exchange risk in that the majority of its revenues and a
significant portion of its expenses are denominated in US dollars. In addition, the Company
is exposed to foreign exchange risk relating to components of working capital that are
denominated in US dollars.
13. Commitments:
The Company is committed to annual minimum operating lease payments, excluding tenantoperating costs, of:

2008
2009
2010
2011
2012
Thereafter

$ 886,961
1,172,266
1,129,481
934,144
550,042
1,138,679

Effective July 1, 2006, the Company entered into a five year lease for a building in Hiawatha,
Kansas that is being used as the distribution centre for the Company’s ground agriculture product
line. The building is leased from the City of Hiawatha for annual rent of US$120,000. If the
Company meets certain headcount growth thresholds over the term of the lease, the lease
payments are forgiven. For the period July 1, 2006 to December 31, 2007, the Company has met
the growth thresholds, and the lease payments were forgiven.
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13. Commitments (continued):
If the Company has met the growth thresholds at the end of the lease, the Company will have the
option to purchase the building for $1. If the Company has not met the thresholds, then the
Company will have the option to purchase the building for a range of amounts up to the fair
market value of the building at that time. It is uncertain as to whether the growth thresholds will
be met at this point in time, accordingly, the Company has accounted for this as an operating
lease at December 31, 2007.
14. Related party transactions:
In connection with the acquisition of the Outback Business in 2005, the Company has ongoing
transactions with the vendor, RHS, which is a company wholly-owned by a director and former
member of the Company’s senior management team.
(a) Included in sales is $128,000 (2006 - $234,000) for sales of Outback products to RHS.
(b) At the time of the acquisition, the Company entered into a services agreement with RHS
whereby certain of the Company’s employees spend a defined percentage of their time
providing management and administrative services to RHS and certain RHS employees
perform administrative duties for the Company. Included in expenses is an expense recovery
of $nil (2006 - $768,000) for amounts charged to RHS under this agreement and $25,000
(2006 - $129,000) of expense related to services provided to the Company by RHS.
(c) At the time of the acquisition, the Company entered into a lease agreement for the use of an
office building, furniture and equipment owned by RHS in Hiawatha, Kansas. This lease was
terminated in December 2006 when the Company’s Hiawatha operations moved into a
building leased from the City of Hiawatha. For the current year, $nil (2006 - $123,000) in
lease payments are included in expenses relating to this terminated lease.
(d) In 2006, following the termination of the lease for office space in Hiawatha, the Company
purchased office equipment, furniture and certain other fixed assets from RHS totaling
approximately $150,000.
(e) At the time of the acquisition, the Company entered into a charter services agreement for the
charter use of an airplane owned by RHS, and managed by a third party. The charter
services agreement was terminated in 2006, and as a result, there were no charter fees paid
for use of the airplane in 2007 (2006 - $74,000).
(f) Under the Outback business acquisition agreement, RHS indemnified the Company for a
share of the costs associated with certain claims against the Company. In 2007, RHS paid
US$1.5 million for its share of costs subject to this indemnity. No amounts remain
outstanding relating to this indemnity at December 31, 2007 (2006 - $236,000).
(g) Accounts receivable at December 31, 2007 includes $nil (2006 - $63,000) in amounts due
from RHS for product sales and administrative services fees.
(h) As at December 31, 2007, in connection with the purchase of the Outback Business in April
2005, 1,500,028 common shares are issuable to RHS, Inc. in connection with performance
warrants issued and related to revenue and profitability targets for the years 2005 to 2007.
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14. Related party transactions (continued):
All transactions occurred in the normal course of operations and are measured at the
exchange amount, which is the amount of consideration established and agreed to by the
related parties.
15. Contingencies:
Legal matters:
The Company is subject to the following claims and lawsuits, the outcome of which are not
determinable:
(i) During 2006, the Company was served with a statement of claim from a company who
was a former customer of the Company’s Telematics product line, which is disclosed as
discontinued operations in these financial statements. The Company will vigorously
defend its position and has filed a counterclaim against the company. Although the
Company believes the lawsuit claiming damages of $35 million is without merit, the loss,
if any, is not determinable at this time.
(ii) During 2007, following the dismissal of the associated patent infringement claims by the
U.S. District Court, the Company settled an outstanding legal action that had been
initiated by a third party in 2002. As a result, all outstanding litigation with the third party
has been discontinued and the Company does not expect to incur further legal costs
associated with this matter. The Company has reclassified the legal expenses associated
with this legal action in the Consolidated Statements of Operations in order to reflect the
impact of these costs on past financial results.
The Company is subject to claims and contingencies related to lawsuits and other matters arising
in the normal course of operations. Management believes the ultimate liability, if any, arising
from such claims or contingencies, is not likely to have a material adverse effect on the
Company’s results of operations or financial condition.
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