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Financial

Highlights

Year ended last day of February

2000
1999*
(in thousands of U.S. dollars, except per share amounts)

Income Statement Data
Revenue
Gross Margin
Net Income
Earnings Per Share
Basic
Fully Diluted

$
$
$

84,967
36,393
10,498

$
$
$

47,342
18,575
6,409

$
$

0.16
0.15

$
$

0.10
0.10

Operating Data
(Percentage of revenue)
Gross Margin
Gross Research and Development
Selling, Marketing and Administration

43%
14%
16%

39%
17%
14%

Balance Sheet Data
Total Assets
Shareholders’ Equity

$
$

337,227
311,391

$
$

117,898
107,505

* In fiscal 2000, as a result of RIM’s increased economic activity in the U.S., the U.S. dollar was
adopted as the reporting currency of the Company. All balances for periods up to and including
August 31, 1999 have been restated into U.S. dollars, in accordance with accounting principles
generally accepted in Canada, using the August 31, 1999 closing exchange rate of Cdn. $1.4888
per U.S. $1.00.
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Letter to

Shareholders
Fellow Shareholders,
Fiscal 2000 was a year of growth and accomplishment for Research In
Motion. One of the most significant achievements was the successful launch
and widespread adoption of BlackBerry. In one year, BlackBerry has become
the clear leader in wireless email connectivity.
In addition to BlackBerry, RIM has introduced breakthrough new products;
made significant progress in research and development; greatly expanded
our channels of distribution; broadened our base of strategic partners; and
strengthened our human resources in all areas. As well, RIM’s financial
performance for the year was dramatic, with significant sales and
earnings growth.

Employee Growth
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Fiscal 1998 – 2000
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Financial
RIM’s revenue grew 80% to $85 million and net earnings grew 64% to $10.5 million. The majority of
revenue growth was driven by wireless handheld sales to BellSouth Wireless Data, Motient™ Corporation
(formerly American Mobile Satellite Corporation) and from BlackBerry handheld and service fees.
RIM also completed an equity offering in the fall of 1999, raising more than $172 million to fund
on-going technology development, sales and marketing initiatives, strategic acquisitions and increasing
production capacity.

BlackBerry
Since its introduction in January 1999, BlackBerry has
become the leading wireless email solution for mobile
professionals. By the end of February 2000, there were
2,900 companies using BlackBerry and more than 900
companies with BlackBerry Enterprise Server installed
in their organizations. By the fourth quarter of fiscal
2000, BlackBerry represented 41% of RIM’s revenue.
More importantly, BlackBerry has fundamentally
changed the way people use email and interact with
their associates. It has truly become an indispensable
tool for those who use it.

Technology
State-of-the-art and industry-leading technology is the base upon which RIM’s strategy has been built.
Our focus on these fundamentals remains unchanged. We will continue to invest in the people, technology,
tools and equipment necessary to ensure that RIM remains the leader in the wireless communications field.
To tap into a large base of highly skilled technology personnel, we opened a new office in Kanata, Ontario
in fiscal 2000, which focuses on the development of next generation radio technologies. We also received
another government funded research and development contract from Technology Partnerships Canada.
During the past year, we almost doubled R&D spending to $12.2 million and hired 68 highly qualified
new technical personnel. A further $5.2 million was spent on providing new equipment and tools for the
R&D team.
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Letter to Shareholders
Sales and Marketing
During the past year, RIM developed a broad, highly
effective sales team. Individuals and teams within the
sales group are focused on BlackBerry Exchange Edition™
sales, BlackBerry Internet Edition™ sales, channel partner
relationships, network sales to BellSouth Wireless Data,
Motient and Rogers™ AT&T® Wireless, as well as radio
modem sales.
Given that BlackBerry Exchange Edition is a service
business, front-line sales must be supported by a customer
service team. This group focuses on client, developer and
inside sales support, as well as billing and information
systems. RIM continues to build on the strength of this
team to enhance its performance in each area.
The RIM marketing team is taking the BlackBerry
name and turning it into a brand synonymous
with wireless email. Promotions with our channel
partners, countless media articles, positive product
reviews, direct mailings, co-op marketing programs, as
well as effective marketing collateral and messaging have
contributed to the awareness of RIM and BlackBerry.
Going forward into fiscal 2001, awareness and strength
of the BlackBerry brand should continue to grow as
additional partners such as Aether Systems Inc., Compaq®
Computer Corporation, Motient, Rogers AT&T Wireless
and SkyTel® Communications market their services under
the BlackBerry brand.

Manufacturing
The convergence of the computing world with radio
technology is complex and demanding. We consider our
expertise in manufacturing radio frequency (RF) products,
such as wireless radio modems, to be a core strength of
the Company. RIM’s engineers work closely with our
production team to design products that optimize
manufacturing efficiency, while maintaining high
quality standards.
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continued

By working with several dedicated supply partners, we
ensure that integrated circuits, boards, displays and other
necessary components are built to our exact specifications
and optimal quantities. We have also designed our own
testing and calibration equipment to deliver extremely
high production yields.
The end result is award-winning and industry-leading
products.
We continue to ramp up capacity and are working
to bring on new manufacturing facilities in line with
anticipated increases in demand.

Partnerships and Alliances
A major factor in RIM’s success has been the ability to
partner effectively with technology innovators, network
operators, software developers and distributors.
The list of RIM’s significant partners is extensive. Some
of the recent alliances expected to positively impact the
upcoming year include Aether, America Online, Inc.,
Compaq, Earthlink™ Inc., Nortel Networks™, and Sun®
Microsystems, Inc. Continued strong relationships with
our network partners, BellSouth Wireless Data, Motient
and Rogers AT&T Wireless, will also be critical in
fiscal 2001.

Appliance Platform
The availability of third party applications on RIM
Wireless Handhelds will continue to be an important
selling feature over the next few years as more people
turn to wireless devices as complete solutions for their
mobile communication needs.
Currently, there are a number of applications available
for RIM Wireless Handhelds. These include wireless web
access, dispatching services, auto location notification and
law enforcement applications. We continue to make
additional applications available and bring them quickly
to market.

Extensibility of our handhelds is important to many
corporate buyers. For this reason we are working closely
with Sun Microsystems to implement their Java™ 2
Micro Edition (J2ME) technology with all RIM handhelds.
The introduction of J2ME compatibility opens up a new,
cross-platform development environment for solution
providers. Compatible with Java on the Internet, this
system will allow programs to be written in J2ME for
use on all handhelds, regardless of form factor or
service provider.
Since 1994, RIM has been driven to deliver on the
vision of a wireless wallet. By working with major
financial institutions and the security industry leaders,
RIM has a unique position in the emerging mobile
commerce and eCommerce markets. Beyond wireless stock
trading, which has been possible with RIM technology
since 1997, mobile commerce takes advantage of advances
in supply-chain economics and consumer access to
information via the Internet. A continuously connected
wireless Internet appliance opens new distribution and
partnership opportunities for RIM.

Focus for Fiscal 2001
Last year, we identified our critical focus areas as
1) catalyzing market demand and 2) executing RIM’s
business plan. We demonstrated success in these areas
in the past year and strive to continue focusing on
these fundamentals.
The success of BlackBerry and of our network partners
provided direct and positive feedback on the strong
market demand for RIM’s products and services. Broad
expansion of our distribution channels is expected to
quickly accelerate market awareness and penetration. New
branding programs for BlackBerry were started late in
the first quarter of fiscal 2001 to further build product
awareness in the marketplace. Finally, we are encouraging
the development of new third-party software applications
such as mobile commerce, which are expected to

drive demand for wireless technology beyond the pure
email market.
Major progress was made in the areas of new product
and technology development; manufacturing capability;
human resources; customer support; and management
information systems infrastructures. We continue to strive
for improvements in each of these areas.
There are several specific goals for fiscal 2001:
• Substantially increase the BlackBerry user base. We
are focused on increasing the number of individuals
and companies using BlackBerry as well as brand
awareness and points of distribution.
• Deliver BlackBerry Notes Edition™ to expand
the corporate user base for BlackBerry in
North America.
• Complete development work on Java to enable a
broad third-party development community for
software applications to run on RIM’s products.
We believe that additional applications and services
such as mobile eCommerce will stimulate additional
demand.
• Develop next generation wireless devices and enter
new international markets. New wireless data
networks will be brought into operation in Europe
and RIM is positioned to be a primary supplier
of products and applications for these emerging
networks.
RIM’s employees, management and directors thank you
for your support during the past year and look forward to
continued success in fiscal 2001.
Yours sincerely,

Mike Lazaridis
President & Co-Chief
Executive Officer

Jim Balsillie
Chairman & Co-Chief
Executive Officer

May 31, 2000
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Products
RIM is a knowledge-based
company with proven technologies
and a history of developing
breakthrough wireless data
solutions. At the core of RIM’s
products is leading-edge radio
technology. This technology
has been incorporated into
all of our products including
award-winning RIM Wireless
Handhelds and industry-leading
radio modems.

“I think this is an
amazing device... Its usability
is just sublime.”
MSNBC, March 26, 1999
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“The ultimate mobile computing tool of 1999
is the tiny Research In Motion BlackBerry.”
Kevin Railsback, InfoWorld Product of the Year, January 2000.

RIM Wireless Handhelds
RIM Wireless Handhelds are revolutionary communication devices that allow mobile professionals to send
and receive email wherever they go. All RIM handhelds incorporate breakthrough wireless technology to
deliver simple, mobile email access.
Customers now have a choice between the RIM 850 Wireless Handheld™, running over the DataTAC®
network, and the RIM 950 Wireless Handheld™ or RIM 957 Wireless Handheld™, operating over the
Mobitex network.
The RIM 850™ and RIM 950™ are pager-sized handhelds which have had a strong presence in the
wireless data world since fall 1998. The new RIM 957™, announced in April 2000, delivers RIM’s awardwinning wireless technology in a sleek, palm-sized device with a large, crisp display.
All RIM Wireless Handhelds include the same industry-leading wireless performance, full-featured
connected organizer and ‘Always On, Always Connected™’ operation.

RIM Wireless Email Solutions
BlackBerry Wireless Email Solution
BlackBerry, the leading wireless email solution, is the only totally integrated package that includes desktop
software, nationwide airtime and a choice of easy-to-use RIM Wireless Handhelds. With BlackBerry,
customers can send and receive email; maintain access to their organizer; and use optional web services
to easily access information such as news, weather, stock and travel updates. BlackBerry maximizes
productivity and minimizes downtime through a superior, end-to-end, integrated solution.
Recognizing the wide range of email platforms currently in use throughout North America, RIM has
developed a collection of BlackBerry offerings, each of which excels in different email systems.
BlackBerry Exchange Edition
Designed specifically for corporate environments using Microsoft® Exchange, BlackBerry Exchange
Edition has already gained a wide range of followers since starting to ship in January 1999. Through 1999,
Microsoft Exchange experienced an 82% growth in penetration, reaching over 44 million seats*.
BlackBerry has attracted the attention of many large organizations by allowing mobile professionals to
stay connected and productive while meeting the corporate security needs of the IT department.
Financial institutions such as Merrill Lynch, Credit Suisse First Boston and Salomon Smith Barney are
providing employees with BlackBerry as a way to keep connected and productive when they are away from
their desks. Law firms such as Gibson, Dunn & Crutcher LLP and Paul, Hastings, Janofsky & Walker LLP
are providing their lawyers with BlackBerry as an effective and non-obtrusive means of communication.
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continued

BlackBerry Notes Edition
Designed specifically for corporate environments using Lotus Notes®, BlackBerry Notes Edition will be
available later this year. In 1999, Lotus Notes expanded by 65% to exceed 55 million seats*.
Boasting the same end-to-end corporate security features and powerful wireless connectivity as the current
BlackBerry Exchange Edition, Lotus Notes users will soon have access to the industry-leading BlackBerry
solution – providing a complete wireless extension to the mobile professional’s corporate email.
BlackBerry Internet Edition
Designed to provide wireless access to Internet mailboxes, BlackBerry Internet Edition is offered by select
Internet Service Providers (ISPs). The ISP/online space grew by more than 100% in 1999, accounting for over
149 million mailboxes worldwide*.
Announced in August 1999, BlackBerry Internet Edition is now available from RCN Corporation in
the U.S., PageNet® Canada and Rogers AT&T Wireless in Canada, with launches for additional partners
such as Axxent™ Corporation expected to occur in fiscal 2001. Earthlink, the second-largest ISP in the
world, is currently test marketing BlackBerry Internet Edition with a pilot program involving a select group
of customers.

Partner
Sun
Microsystems, Inc.

BellSouth
Wireless Data

Nortel
Networks

America Online, Inc.
AOL

RIM to enable wireless
handhelds with Sun’s
Java Technology.
December 7, 1999

RIM signs an agreement to
supply RIM 950 Wireless
Handhelds to BellSouth Wireless
Data for their Interactive
Messaging PLUS Service.
December 21, 1999

RIM and Nortel Networks form
an alliance to facilitate cooperation on the development
of future wireless Internet
technologies and international
wireless Internet market
opportunities.
January 18, 2000

AOL MailSM and AOL Instant
MessengerSM to be accessible
through RIM Wireless
Handhelds.
February 28, 2000

Third-Party Applications
There are many custom solutions and
applications designed to work with RIM
Wireless Handhelds:
• BellSouth Wireless Data and Motient have
developed wireless messaging solutions that
utilize RIM handhelds and continue to remain
strong RIM business partners.
• America Online customers will be able to access
their AOL Mail and AOL Instant Messenger
via a customized, AOL-branded, RIM Wireless
Handheld.
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• Applications from GoAmerica Communications
Corp. and WolfeTech Corporation offer easy
navigation and personalization of web content
such as stock quotes, news, sports and weather
updates.
• Through a strategic relationship with Neomar™
Inc., RIM will provide a fully compliant Wireless
Application Protocol (WAP) microbrowser for
RIM Wireless Handhelds. Wireless service
providers and application developers will be
able to deliver a wide range of new Internet
and intranet content, including Web-based
information through Neomar’s Mobile Portal.

* According to a Messaging Online study published in early April 2000.

“The number of wireless device users with access to inbound
and outbound information services and Internet messaging will
increase a whopping 728% from 7.4 million in 1999 to 61.5
million by 2003 in the United States alone.”
The Internet Goes Wireless, International Data Corporation, February 8, 2000

Solutions
Compaq Computer
Corporation

Rogers
AT&T Wireless

Aether
Systems Inc.

Motient
Corporation

RIM and Compaq announce
a strategic relationship and
distribution agreement.
February 28, 2000

RIM signs an agreement with
Rogers AT&T Wireless to supply
BlackBerry Internet Edition
in Canada.
March 15, 2000

Aether to license and host the
BlackBerry service and become
a reseller of the BlackBerry
wireless email solution.
April 11, 2000

Motient and RIM announce a
distribution agreement
for the BlackBerry wireless
email solution.
April 24, 2000

• Other solutions include financial applications
such as stock trading and charting provided
by w-Trade™ Technologies, Aether and
Outercurve Finance™, to dispatching
services offered by Descartes, Comtrack and
Millennium Softworks and database access
from Sybase™, Inc.

RIM has developed an open platform for
application development, with over 8000 software
development kits distributed to date.
RIM plans to support the Java 2 Micro Edition
(J2ME), as well as Sun’s K Virtual Machine (KVM).
This will provide an industry standard programming
platform that significantly eases the development
and deployment of wireless applications. Support
for J2ME and KVM on RIM Wireless Handhelds
opens application development to a large, growing
community of Java technology developers.
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OEM Radio Modems
RIM’s OEM radio modems are a family of high-performance radio frequency transceivers designed for
integration into products by value-added resellers, system integrators and original equipment manufacturers
(OEM).
RIM radio modems are embedded within a broad range of products that require wireless connectivity. Some
industries that benefit from wireless connectivity applications are financial, field service and transportation.
Financial
RIM radio modems can be integrated into Automated Teller Machines (ATM), Point of Sale (POS)
terminals and Electronic Fund Transfer (EFT) devices to allow wireless transaction authorization. Wireless
communications provide companies with the flexibility to respond to customers’ needs and conduct business
in locations where traditional telephone lines are not available or financially reasonable. Lipman USA Inc.
incorporates RIM’s high-performance radio modems to conduct wireless debit and credit card authorization
over nationwide networks.
Field Service
Radio modems integrated into rugged laptop computers and handhelds provide wireless connectivity to
field service staff. Wireless communications allow personnel out in the field to stay connected to critical
information. Panasonic® Personal Computer Company embeds RIM’s radio modems in its leading line of CF17, CF-27 and CFM-34 Toughbook™ ruggedized notebooks. Itronix Corporation also embeds RIM’s radio
modems in its ruggedized X-C 6250 Pro™ notebook and T5200 handheld for field automation.

“The market for information
appliances is set to explode within
the next few years as consumers are
looking to obtain the benefits of the
Internet without the bulk, the complexity,
and the cost of a PC.”
Sean Kaldor, Vice President of Developing Markets and
Technologies at International Data Corporation –
“Computing Giants Look Past the PC”, Red Herring,
June 22, 1999.
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“Two-way messaging/email will be the main
driver for growth in the mobile data industry
due to its universal appeal to both business
and consumer users.”
U.S. Mobile Data Marketplace: 1999,
The Strategis Group, June 1999.

“By 2005,
GartnerGroup
estimates there
will be 1 billion
wireless users.”
GartnerGroup
Launches the Great
Wireless Experiment,
September 27, 1999.

Transportation
OEM radio modems integrated with a Global Positioning Satellite (GPS) receiver
provide transportation companies with a wireless communication model that can
provide accurate freight and driver status information. A complete fleet management
solution can be created, incorporating wireless communications with full function,
on-board computing and back office integration. Motient's MobileMAX2™
incorporates the RIM radio modem to automatically deliver vehicle information to
a central location. Using MobileMAX2 and a data-entry device, drivers can verify
pick-up and delivery data as well as provide status updates and reports.

Going Forward
Thanks to the overwhelming success of BlackBerry, RIM Wireless Handhelds and
RIM radio modems throughout fiscal 2000, RIM is now highly regarded as the
leading supplier of innovative wireless solutions throughout North America.
Expansion into Europe is expected within the next year and will open up a
new world of opportunities and growth for RIM.
With further expansion of the BlackBerry product line, as well as continuing to
make wireless product offerings faster, more efficient and more cost-effective, RIM
expects to continue to develop breakthrough wireless solutions.
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“First there was the desk. Then the lap. After much wandering in the
wilderness came the palm. Now, the belt has arrived – and
the search for wearable computers is over.
The company that pulled it off is
Research In Motion.”
Bill Frezza, Internet Week, May 3, 1999

Awards
PC World – World Class Award
In June 2000, the BlackBerry wireless handheld
(model: RIM 950) was named Best Wireless
Communications Device of 2000 by PC World.

InfoWorld – 1999 Product of the Year
In January 2000, the BlackBerry wireless email
solution won the Product of the Year Award in the Mobile
Computing category from InfoWorld Magazine for its
simple set-up and deployment, ease-of-use and superior
product functionality.

PC Computing – MVP Award
In November 1999, the RIM 850 Wireless Handheld
received the MVP Award in the Phones and Pagers
category from PC Computing for its wireless messaging
functionality and ease of use. The Annual MVP Awards
are awarded to the most valuable products, services and
people of the year.

Deloitte & Touche –
1999 Canadian Technology Fast 50
In September 1999, RIM was recognized by Deloitte &
Touche as the 24th fastest growing technology company
in Canada with a five-year growth rate of 1066.63%.

Profit Magazine – 1999 Profit 100
RIM was ranked Number 38 in Profit Magazine’s listing
of the top 100 fastest-growing Canadian companies.

ComputerWorld Smithsonian – 1999 Laureate
RIM was honored as a Laureate during the 1999
Computerworld Smithsonian award ceremony where it
was named an “Innovator who use(s) information
technology to benefit society.” As part of the award, the
RIM 950 Wireless Handheld has been accepted into the
Smithsonian Institution’s Permanent Research Collection
of Information Technology. Established in 1989, the
Smithsonian collection is the world’s premier historical
record of computing applications and innovations.
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Advertising
In April 2000, RIM launched
its first national advertising
and branding campaign for
BlackBerry. Ads are now
appearing in business and
technology publications across
North America. In addition,
business partners are also
promoting RIM products
through various national print
and television ads.
Expanding our visibility and
building both the RIM and
BlackBerry brands will be a
large focus of the coming year.

Research In Motion Limited

■

Incorporated Under the Laws of Ontario

Management’s Discussion and Analysis
of Financial Condition and Results of Operations
Overview
In fiscal 2000, Research In Motion grew to be
an internationally-recognized leader in wireless
communications. The launch of the BlackBerry wireless
email solution in January 1999 proved to be a main
revenue-driver for RIM, growing to an impressive 41% of
revenue in the fourth quarter. We anticipate BlackBerry
will continue to drive the Company’s growth in the future
with the development of new software and hardware.
Tight execution of RIM’s business plan contributed to
the success of fiscal 2000. During fiscal 2000, the
Company developed and introduced the BlackBerry
Internet Edition, the BlackBerry Exchange Server, the
RIM 850 and RIM 957 handhelds and the RIM 802D™
and RIM 902M™ radio modems.
Driving adoption of these products is RIM’s ability
to foster key strategic relationships with large computer
manufacturers and Internet Service Providers, in order
to enhance penetration into BlackBerry target markets.
Revenue for the year increased to $85.0 million from
$47.3 million in the previous year and net income
increased to $10.5 million from $6.4 million.
RIM’s revenues are generated through a number of
sources. Sales of wireless handhelds to large corporate
customers and network operators continue to
be significant revenue streams for the Company. With
the launch of BlackBerry, the Company now includes
recurring monthly revenues for BlackBerry rentals and
service in each quarter. In addition, revenue is generated
from the sales of enterprise servers and user licenses.
Other sources of revenue were sales of radio modems to
OEM manufactures, software licences and non-recurring
engineering development services and sales of wireless
PC cards.

Sales and marketing channels include direct sales
to corporate customers, distribution by computer
manufacturers and Internet service providers and
distribution by value-added resellers for the BlackBerry
solution.

Basis of Presentation
During the year, the Company incorporated whollyowned subsidiaries to hold investments in real property
and other property. The consolidated financial statements
include the accounts of the subsidiaries with intercompany transactions and balances eliminated.
Effective September 1, 1999, as a result of the
Company’s increased economic activity in the U.S., the
U.S. dollar has become the functional currency of the
Company’s operations. Effective the same date, the U.S.
dollar has also been adopted as the reporting currency. All
balances for periods up to and including August 31, 1999
have been restated into U.S. dollars, in accordance with
accounting principles generally accepted in Canada, using
the August 31, 1999 closing exchange rate being a rate
of Cdn. $1.4888 per U.S. $1.00. For periods subsequent
to August 31, 1999, transactions which have occurred in
currencies other than U.S. dollars have been converted to
U.S. dollars at the exchange rate in effect at the
transaction date. Carrying values of monetary balances
that were not U.S. dollars were converted at the U.S. rate
at the balance sheet date and the resulting exchange gain
or loss was included in income.
Results of Operations
Operating Highlights
(U.S. $000’s)

Revenue
Gross Margin
Net Income

Fiscal
2000

Fiscal
1999

$ 84,967
36,393
10,498

$ 47,342
18,575
6,409
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

Revenue

Research and Development

Revenue increased to $85.0 million from $47.3 million
for the year ended February 29, 2000, representing an
increase of 80%. This increase was primarily due to sales
of the RIM 950 Wireless Handheld and the RIM 850
Wireless Handheld to BellSouth Wireless Data and
Motient, respectively, which in combination, accounted
for approximately 56% of the Company’s revenues.
BlackBerry accounted for approximately 19% of revenues.
The remaining 25% of revenue was comprised of OEM
radio modems, software licence revenue, non-recurring
engineering charges and wireless PC cards. During the
year ended February 28, 1999, the RIM 950 Wireless
Handheld accounted for 80% of revenue, with OEM
radio modems and wireless PC cards accounting for
the balance.

Research and development expenditures were composed
of salaries for technical personnel, the costs of related
engineering materials, software tools and support and
subcontracted research and development costs. Gross
research and development expenditures were $12.2 million
in the year ended February 29, 2000 compared to $7.9
million in the previous year, which represents an increase
of 54%. Accounting for government funding of $4.5
million for the year ended February 29, 2000 and
$3.5 million in the previous year, net research and
development expenditures consistently represented
9% of total revenues.

Gross Margin
Gross margins increased to 43% in the fiscal year,
compared to 39% in the previous year. The increase was
primarily due to changes in the revenue mix. Fiscal 2000
included significantly more software and service revenue,
compared to the previous year, which generated higher
margins than traditional hardware revenues.
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Selling, Marketing and Administrative Expenses
Selling, marketing and administrative expenses were
$13.9 million for the year end February 29, 2000,
compared to $6.5 million for fiscal 1999. Sales, marketing
and administrative expenditures increased to 16% of total
revenue versus 14% in the previous year, as RIM increased
expenditures to support the BlackBerry, BellSouth Wireless
Data and Motient sales and distribution channels.
Significant expenditures consisted of increased sales and
marketing initiatives due to BlackBerry and continued
focus on joint channel marketing activities.

Research In Motion Limited

Selling, Marketing

and Development
($ millions)

and Administration
($ millions)

$15

$15

$7.9

12

$6.5
$2.7

$1.9
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$4.4

9

$13.9

Gross Research

1996

Revenue by
Product
Fiscal 1999

Incorporated Under the Laws of Ontario

$12.2

Revenue by
Product
Fiscal 2000

■

Amortization

Net Income

Amortization expense increased to $4.7 million for
the year ended February 29, 2000 from $2.8 million
in the prior year. Amortization expense was 6% of
revenue in both years. Acquisitions of capital assets
totalling $31.1 million were made in the year ended
February 29, 2000 compared to acquisitions of $8.9
million for the 1999 fiscal year. Significant additions for
fiscal 2000 included land and office buildings, production
equipment and tooling, research and development
computers and equipment and computer infrastructure
for the BlackBerry solution.

Net income was $10.5 million, or 12% of revenue for
fiscal 2000 compared to $6.4 million, or 14% of revenue
for fiscal 1999. The decrease as a percentage of revenue
was primarily due to strategic expenditures for sales and
marketing initiatives and expansion of the Company’s
support of the distribution channels for the RIM Wireless
Handheld product line and BlackBerry.

Investment Income
Investment income increased to $6.0 million in the year
ended February 29, 2000 from $3.8 million in the prior
year. The increase reflects the Company’s higher average
cash, cash equivalents and marketable security balances
during the year and an increase in investment yields during
the latter part of the year.

Income Taxes
An increase in the effective income tax rate to 35% for
the year ended February 29, 2000 compared to 26% in
the prior year reflects RIM’s continued profitability, as
the Company has used tax loss carry-forwards from prior
years and has incurred additional minimum taxes on the
Company’s asset base.

Liquidity and Capital Resources
Cash used for operating activities was $15.7 million for
the year ended February 29, 2000 compared to cash
inflows of $1.3 million in the prior year. Significant
increases in accounts receivable and inventory during the
2000 fiscal year, as a result of increased sales volumes,
accounted for the increased use of cash.
Cash, cash equivalents and marketable securities were
$218.2 million at February 29, 2000 compared to $66.6
million at February 28, 1999. The significant increase
was primarily due to the proceeds of an offering of 5.6
million common shares for net proceeds of $163.2 million
completed in the third quarter of fiscal 2000. Cash, cash
equivalents and marketable securities accounted for 65%
of total assets at February 29, 2000 compared to 57% in
the prior year.

15

Management’s Discussion and Analysis of Financial Condition and Results of Operations

During the year, the Company assumed $6.7 million
of long-term debt on the acquisition of real property to
support the on-going operations. Mortgages, which are
secured by the land and buildings, bear an interest rate
of 6.75%.

Forward-Looking Statements
Certain statements in this management’s discussion and
analysis constitute “forward-looking statements” within the
meaning of the United States Private Securities Litigation
Reform Act of 1995. These include statements about
management’s expectations, beliefs, intentions or strategies
for the future, which are indicated by words such as
“anticipate, intend, believe, estimate, forecast and expect”
and similar words. All forward-looking statements reflect
management’s current views with respect to future events
and are subject to certain risks and uncertainties and
assumptions that have been made. Important factors that
could cause actual results, performance or achievements to
be materially different from those expressed or implied by
these forward-looking statements include:
• Continued acceptance of RIM’s products;
• Intense competition;
• Rapid technological change;
• Dependence on intellectual property rights;
• Risks relating to product defects and product liability;
• Risks relating to international operations;
And other risks detailed from time to time in RIM’s
periodic reports filed with the Securities and Exchange
Commission and other regulatory authorities.
If one or more of these risks or uncertainties materialize,
or if assumptions underlying the forward-looking
statements prove incorrect, actual results could vary
materially from those that are expressed or implied by
these forward-looking statements.
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continued

Outlook
RIM intends to maintain and enhance its position as a
market leader in fiscal 2001. RIM believes that continued
growth will be realized by focusing sales and marketing
efforts to promote the unique functionality of the
BlackBerry solution, by enhancing strategic alliances and
relationships and through the support of third party
development of software applications. In addition, RIM
intends to maintain its technology leadership by continuing
to invest in research and development and by expanding
manufacturing capabilities.
RIM expects to further broaden exposure and market
awareness of the BlackBerry brand through the continued
development of direct sales and marketing teams. In
addition, RIM intends to work closely with its strategic
partners, network operators, computer manufacturers and
distributors, Internet service providers and value-added
resellers to expand BlackBerry distribution and sales
channels in North America and internationally.
Third-party applications continue to drive demand
and expand functionality for RIM’s products and services.
RIM expects to enhance software development tools,
provide technical support and accommodate external
software developers to promote the further development
of software applications. RIM is working closely with
Sun Microsystems to implement Java 2 Micro Edition
technology to aid third party software development.
Research and development remains an integral part of
the Company’s long term growth outlook. RIM believes
that the functionality of the BlackBerry solution can be
further enhanced for both corporate and retail customers.
RIM expects to focus on improving and enhancing the
BlackBerry service as well as developing additional
BlackBerry applications. RIM also intends to develop for
next-generation wireless technologies and new wireless
handheld products.

Research In Motion Limited

■
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Management’s Responsibility for Financial Reporting
To the Shareholders of Research In Motion Limited
The management of Research In Motion Limited is responsible for the preparation of the accompanying financial statements in
accordance with generally accepted accounting principles, including estimates and judgments required for such preparation. The financial
information appearing throughout this annual report is consistent with the financial statements.
In fulfilling its responsibility for the reliability and integrity of financial information, management has established and maintains a
system of internal controls and budgeting procedures. Management believes these systems and controls provide reasonable assurance that
assets are safeguarded, transactions are executed in accordance with management's authorization and financial records are reliable for
preparing the financial statements.
The financial statements are reviewed and approved by the Board of Directors and the Audit Committee, which oversee management's
reporting responsibilities. Zeifman & Company and Ernst & Young LLP, the independent auditors appointed by the shareholders, have
examined the financial statements in accordance with generally accepted auditing standards and their report follows.
The Audit Committee of the Board of Directors, which consists of non-management directors, meets with management and the
independent auditors to ensure that each is discharging its respective responsibilities relating to the financial statements. The external
auditors have full and free access to the Audit Committee to discuss audit findings, financial reporting and other related matters.

Waterloo, Ontario

Mike Lazaridis

Dennis Kavelman

President & Co-CEO

Chief Financial Officer

Auditors’ Report
To the Shareholders of Research In Motion Limited
We have audited the consolidated balance sheets of Research In Motion Limited as at February 29, 2000 and February 28, 1999 and
the consolidated statements of operations and retained earnings and cash flows for each of the years in the three year period ended
February 29, 2000. 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 auditing standards generally accepted in Canada. 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 February 29, 2000 and February 28, 1999 and the results of its operations and its cash flows for each of the years in the three year
period ended February 29, 2000 in accordance with accounting principles generally accepted in Canada.

Toronto, Ontario

Ernst & Young LLP

Zeifman & Company

March 24, 2000

Chartered Accountants

Chartered Accountants
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Consolidated Balance Sheets
February 29,
February 28,
2000
1999
(restated in U.S. dollars – see note 1(c))

As at

Assets
Current
Cash and cash equivalents
Marketable securities (note 2)
Amounts receivable (note 3)
Inventory (note 4)
Prepaid expenses

$

Deferred income taxes (note 5)
Capital assets (note 6)
Total assets

$

126
218,116
33,274
36,852
6,014
294,382
3,548
39,297
337,227

$

11,033
1,815
6,277
185
19,310
6,526
25,836

$

$

9,618
56,996
12,515
19,812
3,945
102,886
–
15,012
117,898

Liabilities
Current
Accounts payable and accrued liabilities
Taxes payable
Deferred revenue
Current portion of long-term debt (note 7)

$

Long-term debt (note 7)
Total liabilities

7,764
844
1,785
–
10,393
–
10,393

Shareholders’ Equity
Capital stock (note 8)
Retained earnings
Total shareholders’ equity
$
Commitments and contingencies (note 9)

On behalf of the Board

Jim Balsillie
Director

See notes to the consolidated financial statements.
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Douglas Wright
Director

293,261
18,130
311,391
337,227

$

99,873
7,632
107,505
117,898

Research In Motion Limited

■
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■

United States dollars, in thousands except per share data

Consolidated Statements of Operations and Retained Earnings
February 29,
February 28,
February 28,
2000
1999
1998
(restated in U.S. dollars – see note 1(c))

For the year ended

Revenue
$
Cost of sales
Gross margin
Expenses
Research and development (net of government funding) (note 10)
Selling, marketing and administration
Amortization

$

47,342
28,767
18,575

$

20,901
14,404
6,497

7,738
13,904
4,683
26,325
10,068
5,968
16,036

4,382
6,546
2,783
13,711
4,864
3,790
8,654

2,985
2,738
1,472
7,195
(698)
1,319
621

$

1,888
3,650
5,538
10,498
7,632
–
18,130

$

2,245
–
2,245
6,409
1,223
–
7,632

$

259
–
259
362
1,123
(262)
1,223

$
$

0.16
0.15

$
$

0.10
0.10

$
$

0.01
0.01

Income (loss) from operations
Investment income
Income before income taxes
Provision for income taxes (note 5)
Current
Deferred
Net income
Retained earnings, beginning of the year
Capital dividend paid
Retained earnings, end of the year
Earnings per share
Basic
Fully diluted

84,967
48,574
36,393

See notes to the consolidated financial statements.
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Consolidated Statements of Cash Flows
February 29,
February 28,
February 28,
2000
1999
1998
(restated in U.S. dollars – see note 1(c))

For the year ended

Cash flows from operating activities
Net income for the year
Items not requiring an outlay of cash:
Amortization
Deferred income taxes
Non cash transaction
Foreign exchange loss (gain)

$

Net changes in non-cash working capital items
related to operations:
Amounts receivable
Inventory
Prepaid expenses
Accounts payable and accrued liabilities
Taxes payable
Deferred revenue
Cash flows from financing activities
Income tax reduction resulting from financing costs
Government funding received to offset capital asset acquisitions
Issuance of share capital and warrants
Financing costs
Repayment of debt
Capital dividend paid
Cash flows from investing activities
Acquisition of marketable securities
Proceeds on sale and maturity of marketable securities
Acquisition of capital assets
Foreign exchange effect on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents for the year
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
$
Cash and cash equivalents are represented by:
Balances with banks
$
Short-term investments
Total cash and cash equivalents
$
See notes to the consolidated financial statements.
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10,498

$

6,409

$

362

4,683
3,650
(3,000)
(162)
15,669

2,783
–
–
(342)
8,850

1,472
–
–
57
1,891

(20,759)
(17,040)
931
3,269
(2,679)
4,862
(15,747)

(2,471)
(9,469)
(3,782)
6,173
735
1,274
1,310

(2,626)
299
(56)
124
216
415
263

822
2,177
198,535
(9,887)
(15)
–
191,632

519
289
49
(262)
–
–
595

207
198
78,513
(5,413)
(994)
(262)
72,249

(259,968)
98,848
(24,419)
(185,539)
162
(9,492)
9,618
126

(77,630)
29,374
(8,860)
(57,116)
342
(54,869)
64,487
9,618

(8,739)
–
(5,594)
(14,333)
(57)
58,122
6,365
64,487

(2,252)
2,378
126

$
$
$

1,251
8,367
9,618

$
$
$

1,751
62,736
64,487

For the years ended February 29, 2000, February 28, 1999 and February 28, 1998

Notes to the Consolidated Financial Statements
Nature of Business
Research In Motion Limited (the “Company”) is in the business of designing, manufacturing and marketing wireless
Internet appliances and services and radio modems for the mobile data communications market. The Company was
incorporated on March 7, 1984 under the Ontario Business Corporations Act. The Company’s shares trade publicly
on The Toronto Stock Exchange under the symbol RIM and on the Nasdaq National Market under the symbol RIMM.

1. Summary of Significant Accounting Policies
These consolidated financial statements have been prepared by management in accordance with accounting
principles generally accepted in Canada (“Canadian GAAP”) on a basis consistent with prior years, which conforms in all
material respects with accounting principles generally accepted in the United States (“U.S. GAAP”), except as presented in
note 14. Because a precise determination of assets and liabilities depends on future events, the preparation of financial
statements for any period necessarily involves the use of estimates and approximation. Actual amounts may differ from
these estimates. These financial statements have, in management’s opinion, been properly prepared within reasonable limits
of materiality and within the framework of the accounting policies summarized below.

(a) General –

During the year, the Company incorporated subsidiaries to hold investments in real and other
property. All of the subsidiaries are wholly owned. The consolidated financial statements include the accounts of the
subsidiaries with intercompany transactions and balances eliminated.

(b) Basis of consolidation –

The Company has historically measured and presented its financial statements in Canadian
(“Cdn.”) dollars. Effective September 1, 1999, as a result of the Company’s increased economic activity in the United States
(“U.S.”), the U.S. dollar has become the functional currency of the Company’s operations and for the financial statements
of the Company. Effective the same date, the U.S. dollar has been adopted as the reporting currency.
For periods up to and including August 31, 1999, the monetary assets and liabilities of the Company denominated in
a currency other than the Canadian dollar were translated into Canadian dollars using the exchange rate in effect at the
period-end and revenues and expenses were translated at the average rate during the period. Any resulting gains or losses
were included in income. For periods subsequent to August 31, 1999, transactions which were incurred in currencies other
than the U.S. dollar (the new functional currency) have been converted to U.S. dollars at the exchange rate in effect at the
transaction date. Carrying values of non-U.S. dollar monetary assets and liabilities are adjusted at each balance sheet date
to reflect the functional currency rate in effect at that date and any gains and losses from this restatement are included in
income. Non-monetary assets are translated at the historical exchange rate on the date of acquisition.
Historical financial statements and notes thereto up to and including August 31, 1999 have been restated into U.S.
dollars, in accordance with accounting principles generally accepted in Canada, using the August 31, 1999 closing exchange
rate being a rate of Cdn.$1.4888 per U.S.$1.00.

(c) Foreign currency translation –

The majority of the Company’s sales are realized in U.S. dollars while operating expenses, consisting
of salaries and overhead, are incurred primarily in Cdn. dollars. As a result, the Company is exposed to a risk relating to
foreign exchange fluctuations. The Company mitigates this risk by maintaining Cdn. dollar funds. At February 29, 2000,
approximately $198 of cash and cash equivalents, 18% of amounts receivable and 25% of accounts payable and accrued
liabilities are denominated in Cdn. dollars (February 28, 1999 – 67%, 24%, and 37%, respectively). Marketable securities
are subject to market risk in that their value will fluctuate as a result of changes in market prices. Unless otherwise noted,
the fair value of financial instruments approximates carrying values.

(d) Financial instruments –
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For the years ended February 29, 2000, February 28, 1999 and February 28, 1998

Cash and cash equivalents consist of cash balances with banks and short term investments with
original maturities of less than three months.

(e) Cash and cash equivalents –

Marketable securities include preference shares, debentures and discount notes with original
maturities in excess of three months and are carried at the lower of cost and market value.

(f) Marketable securities –

Inventory is stated at the lower of cost and net realizable value, with cost determined on a first-in-first-out
basis. Cost includes the cost of materials plus direct labor applied to the product and the applicable share of
manufacturing overhead.

(g) Inventory –

(h) Capital assets –

Capital assets are stated at cost and amortization is provided using the following methods:

Furniture, fixtures, tooling and equipment
Computer equipment
Leasehold improvements
Patents
Buildings

–
–
–
–
–

20% per annum on the declining balance;
straight-line over five years;
straight-line over five years;
straight-line over seventeen years;
straight-line over forty years.

(i) Income taxes – Income taxes are accounted for using the deferral method of tax allocation under which income taxes are
provided for in the year in which transactions affect net income regardless of when such transactions are recognized for
tax purposes.
(j) Revenue recognition – The Company recognizes revenue from the sale of manufactured goods when the goods have been
shipped. Deferred revenue is taken into income in the period in which it is earned. The Company recognizes service revenue
as the services are provided.

The Company is engaged at all times in research and development work. The research and
development costs other than capital asset acquisitions are charged as an operating expense of the Company as incurred
unless they meet generally accepted accounting principles for deferral.

(k) Research and development –

(l) Government assistance – Government assistance towards research and development expenditures is received as grants from
Technology Partnerships Canada and in the form of investment tax credits. Assistance related to the acquisition of capital
assets used for research and development is credited against the related capital assets and all other assistance is credited
against related expenses, as incurred.

Basic earnings per share is calculated based on the weighted average number of shares outstanding
during the year. Fully diluted earnings per share is calculated on the weighted average number of shares that would have
been outstanding during the year had all the dilutive options been exercised at the beginning of the year, or date of
issuance, if issued during the fiscal year.

(m) Earnings per share –

(n) Stock-based compensation plan – The Company has a stock-based compensation plan, which is described in note 8(b). The
options are granted at the fair market value of the shares on the day of grant of the options. No compensation expense is
recognized when stock options are issued to employees. Any consideration paid by employees on exercise of stock options
is credited to share capital.
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2. Marketable Securities
Marketable securities are comprised as follows:
February 29,
2000

Preferred shares
Bonds and debentures
Discount notes

$

$

4,702
102,489
110,925
218,116

February 28,
1999

$

$

9,235
47,761
–
56,996

Carrying values of preferred shares, bonds and debentures and discount notes approximate market value. Investments in
bonds and debentures and discount notes represent holdings in corporate and government notes with approximate average
yields of 5.4% on February 29, 2000 and 4.4% on February 28, 1999. Maturity dates from February 29, 2000 for the
above marketable securities are less than six months. In order to reduce credit risk, the Company has invested only in
securities of investment grade. At February 29, 2000, marketable securities from GE Capital Corp. comprised 34%
(February 28, 1999 – Canada Housing and Mortgage Corporation comprised 65%) of the total marketable securities.

3. Amounts Receivable
Amounts receivable are comprised as follows:
February 29,
2000

Trade receivables
Other receivables

$
$

27,239
6,035
33,274

February 28,
1999

$
$

11,129
1,386
12,515

The Company, in the normal course of business, monitors the financial condition of its customers and reviews the
credit history of each new customer. The Company establishes an allowance for doubtful accounts that corresponds to the
specific credit risk of its customers, historical trends and economic circumstances. The allowance as at February 29, 2000 is
$64 (February 28, 1999 – $65). While the Company sells to a variety of customers, at February 29, 2000, two customers
comprise 46% and 18% of trade receivables (February 28, 1999 – two customers, 81% and 6%). In addition, sales to
the Company’s two major customers account for 31% and 25% of total sales (February 28, 1999 – one customer, 69%).
Approximately 7% of sales are to customers outside of the United States.

4. Inventory
Inventory is comprised as follows:
February 29,
2000

Raw materials
Work in process
Finished goods

$

$

32,616
2,733
1,503
36,852

February 28,
1999

$

$

19,078
734
–
19,812
23

Notes to the Consolidated Financial Statements continued

■

For the years ended February 29, 2000, February 28, 1999 and February 28, 1998

5. Income Taxes
The difference between the amount of the provision for income taxes and the amount computed by multiplying income
before taxes by the statutory rate is reconciled as follows:
February 29,
2000

For the year ended

Provision for income taxes based on a Canadian income
tax rate of approximately 45%
Increase (decrease) in taxes resulting from:
Manufacturing and processing deduction
Utilization of tax loss carryforwards
Research and development tax deductions
Other

$

7,156

$

(1,067)
(838)
(285)
572
5,538

February 28,
1999

$

3,861

$

—
(1,791)
(252)
427
2,245

February 28,
1998

$

277

$

—
—
(432)
414
259

The Company has non-refundable investment tax credit carry-forwards which total $5,424 as at February 29, 2000.
These investment tax credits are available to offset future federal income taxes payable. In addition, the Company has loss
carry-forwards of $9,091 for Ontario tax purposes which have arisen primarily as a result of the provincial super-allowance
on the Company's research and development expenditures. These carry-forwards expire as follows:
Investment
tax credits

In
In
In
In
In
In
In
In
In
In

the
the
the
the
the
the
the
the
the
the

year
year
year
year
year
year
year
year
year
year

ending
ending
ending
ending
ending
ending
ending
ending
ending
ending

February
February
February
February
February
February
February
February
February
February

28,
28,
28,
29,
28,
28,
28,
29,
28,
28,

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

$

$

—
—
—
—
—
—
247
669
2,184
2,324
5,424

Ontario
tax losses

$

$

1,412
153
1,284
1,974
921
3,347
—
—
—
—
9,091

In addition the Company will claim further tax deductions in future years for its financing costs. These costs are
deductible at the rate of approximately $3,570 for the year ending February 28, 2001, $3,260 for the year ending February
28, 2002, $2,840 for the year ending February 28, 2003 and $2,100 for the year ending February 29, 2004.
No portion of the potential benefit of the carry-forwards and timing differences has been reflected in these financial
statements except to offset deferred taxes of $4,940. In addition, a benefit of $3,188 relating to the deduction of financing
costs has been recorded as a deferred tax asset and credited directly to share capital. Further benefit relating to the
deduction of financing costs will be credited directly to share capital when utilized. Any benefits related to investment tax
credits claimed for capital asset acquisitions will be credited to capital assets. Any other benefits of these carry-forwards
will be credited to income in the year of recognition.
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6. Capital Assets
Capital assets are comprised as follows:

February 29, 2000

Furniture, fixtures, tooling and equipment
Computer equipment
Leasehold improvements
Patents
Buildings
Land

$

$

February 28, 1999

Furniture, fixtures, tooling and equipment
Computer equipment
Leasehold improvements
Patents

Accumulated
amortization

Cost

17,474
14,481
1,552
1,409
10,976
3,110
49,002

$

$

$

12,233
5,665
1,204
757
19,859

$

$

Accumulated
amortization

Cost

$

5,545
3,453
516
168
23
—
9,705

Net book
value

$

$

2,971
1,537
242
97
4,847

11,929
11,028
1,036
1,241
10,953
3,110
39,297

Net book
value

$

$

9,262
4,128
962
660
15,012

During the year, capital assets in the amount of $6,726 were acquired by the assumption of mortgages.

7. Long-Term Debt
During the year, the Company assumed long-term debt as a result of acquiring certain real estate for its on-going
operations. At February 29, 2000, long-term debt consisted of three 6.75% mortgages, against which land and buildings
are pledged as collateral, due December 1, 2003, with total monthly principal and interest payments of $52 (Cdn. $75).
The long-term debt principal payments for the years 2001 through 2004 are as follows:
For the year ending the last day of February,

2001
2002
2003
2004

$

$

185
197
211
6,118
6,711

At February 29, 2000 and February 28, 1999, the Company had not drawn on its authorized operating line of credit of
$13,776 (Cdn.$20,000). The line of credit bears interest at the bank’s prime rate of 6.75% on the balance (at February 28,
1999 prime rate was 6.75%). The balance is due on demand and is subject to a general security agreement.
The line of credit is subject to compliance with certain covenants.
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For the years ended February 29, 2000, February 28, 1999 and February 28, 1998

8. Capital Stock
The Company has authorized an unlimited number of non-voting, redeemable, retractable Class A common
shares, an unlimited number of voting common shares and an unlimited number of non-voting, cumulative, redeemable,
retractable preferred shares. There are no Class A common shares or preferred shares outstanding. The following details the
changes in issued and outstanding common shares and common share purchase warrants for the period from February 28,
1997 to February 29, 2000:

(a) Share capital –

Number

Balance, February 28, 1997
Issued for cash
Exercise of options
Warrants issued
Balance, February 28, 1998
Exercise of options
Balance February 28, 1999
Issued for cash
Exercise of options
Warrants issued
Balance, February 29, 2000

Amount

Balance, February 28, 1997
Issued for cash
Exercise of options
Warrants issued
Financing costs
Income tax reduction resulting from financing costs
Balance, February 28, 1998
Exercise of options
Financing costs
Income tax reduction resulting from financing costs
Balance, February 28, 1999
Issued for cash
Exercise of options
Warrants issued
Financing costs
Income tax reduction resulting from financing costs
Balance, February 29, 2000

26

$

$

$

$

Common
shares

Common
share
purchase
warrants

Total

46,937,000
16,119,287
911,800
–
63,968,087
291,028
64,259,115
6,081,913
795,297
–
71,136,325

–
–
–
139,000
139,000
–
139,000
–
–
75,000
214,000

46,937,000
16,119,287
911,800
139,000
64,107,087
291,028
64,398,115
6,081,913
795,297
75,000
71,350,325

Common
shares

Common
share
purchase
warrants

Total

26,260
76,802
1,711
–
(5,413)
207
99,567
49
(262)
519
99,873
196,744
1,791
–
(9,887)
4,370
292,891

$

$

–
–
–
–
–
–
–
–
–
–
–
–
–
370
–
–
370

$

$

$

$

26,260
76,802
1,711
–
(5,413)
207
99,567
49
(262)
519
99,873
196,744
1,791
370
(9,887)
4,370
293,261
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Included in common share purchase warrants are 139,000 warrants each of which entitles the holder to acquire one
common share for Cdn. $4.50 until August 12, 2002. During the year ended February 29, 2000, the Company issued a
common share purchase warrant which entitles the holder to acquire 75,000 common shares for $20.83 each from August
17, 2000 to August 17, 2004. This transaction was a non-cash transaction. The Company has determined that the fair
value of the warrant is $370 using the Black-Scholes option pricing model which assumes an expected life of one year,
volatility of 60%, risk free interest rate of 4.5% and no expected dividend yield.
The Company has an incentive stock option plan for all of its directors, officers and employees. The
option exercise price is the fair market value of the Company’s common shares at the date of grant. These options vest
over a period of five years after which they are exercisable for seven or ten years after the grant date. As at February 29,
2000, there were 7,243,420 options outstanding with exercise prices ranging from Cdn. $3.40 to Cdn. $101.00. Options
outstanding for 997,000 shares are vested. There are 1,358,150 shares available for future grants under the plan.
(b) Stock option plan –

A summary of option activity since February 28, 1997 is shown below (in Canadian dollars):
Number
(in 000’s)

Options Outstanding

Balance, February 28, 1997
Granted during the year
Exercised during the year
Balance, February 28, 1998
Granted during the year
Exercised during the year
Cancelled during the year
Balance, February 28, 1999
Granted during the year
Exercised during the year
Cancelled during the year
Balance, February 29, 2000

Range

3,626
$0.05 – $3.40
625
$3.40 – $7.25
(20)
$0.05 – $3.40
4,231
$0.05 – $7.25
2,860
$5.00 – $13.40
(340)
$0.05 – $6.25
(268)
$0.05 – $6.15
6,483
$3.40 – $13.40
1,821 $11.55 – $101.00
(826)
$3.40 – $13.85
(235)
$3.40 – $48.40
7,243
$3.40 – $101.00

Weighted Average
Exercise Price

$

$

$

$

3.15
5.24
0.72
3.68
6.45
1.14
6.10
4.87
24.77
4.35
7.49
10.73

The weighted average characteristics of options outstanding as at February 29, 2000 are as follows
(in Canadian dollars):

Range of
exercise
prices

$ 3.40 – 5.10
$ 5.25 – 7.88
$ 8.00 – 12.00
$ 12.50 – 30.00
$ 32.00 – 67.00
$ 69.00 – 101.00
Total

Options Outstanding (in 000’s)
Number
Weighted
outstanding
average
at February 29,
remaining
2000
life in years

3,027
2,165
847
576
501
127
7,243

6.66
5.25
6.15
6.28
6.68
6.90

Weighted
average
exercise price

$

3.63
6.03
11.08
17.33
45.99
88.53

Options Exercisable (in 000’s)
Number
outstanding
Weighted
at February 29,
Average
2000
exercise price

864
108
7
18

$

3.45
6.11
9.11
13.42

997
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9. Commitments and Contingencies
(a) Lease commitment –

For
For
For
For
For

the
the
the
the
the

year
year
year
year
year

ending
ending
ending
ending
ending

The Company is committed to lease payments under operating leases for premises as follows:

February
February
February
February
February

28,
28,
28,
29,
28,

2001
2002
2003
2004
2005

$

445
265
167
58
39

(b) Contingency –During August 1999, the Company was served with a complaint alleging that certain of the Company’s
products infringe a patent held by another party. Although prior to filing the complaint, this party had offered to extend
to the Company a non-exclusive license under the patent for a one-time licencing fee of $4 million, the plaintiff has not
asserted any particular amount of damages in its complaint. Due to the early stages of this complaint, the likelihood of loss
and the ultimate amount, if any, which may exceed $4 million, are not determinable at this time. Accordingly, no amount
has been recorded in these financial statements.

10. Government Assistance
Agreements have been entered into with Technology Partnerships Canada (TPC) which provide partial funding for
various research and development projects.
The Company has entered into two project development agreements with TPC. Funding for the first project totaled
$3,900, which is repayable in the form of royalties of 2.2% on gross product revenues resulting from the project. The
Company is obligated to pay royalties on all project revenues up to February 28, 2003, after which time the royalty base is
expanded to include all of the Company’s revenues, and royalties will continue to be paid up to a maximum of $6,100.
The second agreement with TPC, which was entered into during the fiscal year, is a three year research and development
project under which total contributions paid by TPC will be a maximum of $23,300. This contribution will be repayable
in the form of royalties of 2.2% on gross product revenues resulting from the project, to a maximum of $39,300.
No amounts have been accrued with respect to these projects as the conditions for repayment have not yet been met.
Government assistance, together with investment tax credits, has been applied to reduce research and development
expense as follows:
February 29,
2000

For the year ended

Research and development
Government funding

$
$

12,234
4,496
7,738

February 28,
1999

$
$

7,921
3,539
4,382

February 28,
1998

$
$

4,356
1,371
2,985

11. Interest and Income Taxes Paid
The following summarizes the interest and income taxes paid:
February 29,
2000

For the year ended

Interest paid
Income taxes paid

28

$

–
756

February 28,
1999

$

–
389

February 28,
1998

$

55
–
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12. Segment Disclosures
The Company, after reviewing its reporting systems, has determined that it has one reportable segment. The Company’s
operations are substantially all related to the research, design, manufacture and sales of wireless data communications
products. Operations include the manufacture of radios and other network access devices for the original equipment
manufacturers as well as wireless products for the aftermarket. Substantially all revenue is derived from sales to customers
in the United States. All assets of the business, substantially all of which are located in Canada, support these operations.

13. Comparative Figures
Certain of the prior years’ figures have been reclassified for consistency with the current presentation. Comparative
figures have been restated to U.S. dollars as discussed in note 1(c).

14. Summary of Material Differences Between Generally Accepted Accounting Principles (GAAP)
in Canada and the United States
The consolidated financial statements of the Company have been prepared in accordance with accounting principles
generally accepted in Canada (“Canadian GAAP”) which conform in all material respects with accounting principles
generally accepted in the United States (“U.S. GAAP”) except as set forth below:
Consolidated Balance Sheets
February 29,
2000

Total assets under Canadian GAAP
Adjustment – Foreign currency translation (a)
Adjustment – Deferred income taxes (b)
Total assets under U.S. GAAP
Total liabilities under Canadian GAAP
Adjustment – Foreign currency translation (a)
Total liabilities under U.S. GAAP
Total shareholders’ equity under Canadian GAAP
Adjustment – Foreign currency translation (a)
Adjustment – Deferred income taxes (b)
Total shareholders’ equity under U.S. GAAP

$

$
$
$
$

$

337,227
–
1,158
338,385
25,836
–
25,836
311,391
–
1,158
312,549

February 28,
1999

$

$
$
$
$

$

117,898
(1,629)
2,015
118,284
10,393
(144)
10,249
107,505
(1,485)
2,015
108,035
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Consolidated Statements of Operations
February 29,
2000

For the year ended

Net income under Canadian GAAP
Adjustment – Foreign currency translation (a)
Adjustment – Deferred income taxes (b)
Net income under U.S. GAAP
Earnings per share under U.S. GAAP
Basic
Diluted
Other comprehensive income (loss) (c):
Net income under U.S. GAAP
Foreign currency translation adjustment (a)
Comprehensive income (loss) under U.S. GAAP

$

$

10,498
8
(336)
10,170

$
$

0.15
0.14

$

10,170
1,474
11,644

February 28,
1999

$

February 28,
1998

$

$

6,409
(22)
336
6,723

$

362
25
–
387

$
$

0.10
0.10

$
$

0.01
0.01

$

6,723
(6,236)
487

$

387
(2,396)
(2,009)

(a) Change in functional currency – Effective August 31, 1999, the Company adopted the U.S. dollar as its reporting currency.
Prior to this change the Canadian dollar had been used as the Company’s reporting currency. Under Canadian GAAP, the
Company’s financial statements for all periods presented through August 31, 1999 have been translated from Canadian
dollars to U.S. dollars using the exchange rate in effect at August 31, 1999. Under U.S. GAAP, the financial statements
for the periods prior to the change in reporting currency must be translated to U.S. dollars using the current rate method,
which uses specific year end and specific annual average exchange rates as appropriate. The significant differences arising
from the application of the current rate method to the periods presented are the effects on net income and comprehensive
income described above.
(b) Income taxes – For Canadian GAAP purposes the Company uses the deferral method of accounting for income taxes such
that deferred assets or liabilities arise from differences between financial statement income and taxable income. These
deferred income tax assets and/or liabilities are recorded using the income tax rate in effect at the time and are not affected
by subsequent changes in income tax rates. A deferred income tax asset may be recognized when there is “virtual certainty”
that these benefits would be realized. Under U.S. GAAP, deferred tax assets and liabilities arise from differences between
the financial statement carrying amounts of existing assets and liabilities and their respective tax basis, and are adjusted to
reflect expected tax rates. Under U.S. GAAP, deferred income tax assets are recorded net of a valuation allowance to the
extent that it is “more likely than not” that some or all of the deferred tax asset will not be recovered.
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The tax effects of significant temporary differences under U.S. GAAP are as follows:
February 29,
2000

Assets
Income tax losses available for carryforward
Financing costs
Investment tax credits available to offset future income taxes

$

$
Less valuation allowance
$
Liabilities
Tax depreciation in excess of book depreciation
Investment tax credits taxable in future periods

$
$
$

February 28,
1999

1,212
4,819
5,424
11,455
1,432
10,023

$

4,270
1,047
5,317
4,706

$

$
$

$
$

2,760
1,679
2,783
7,222
3,023
4,199
1,217
967
2,184
2,015

(c) Statements of comprehensive income – Under U.S. GAAP, SFAS 130, Reporting Comprehensive Income establishes standards
for the reporting and display of comprehensive income and its components in general-purpose financial statements.
Comprehensive income is defined as the change in net assets of a business enterprise during a period from transactions
and other events and circumstances from non-owner sources, and includes all changes in equity during a period except
those resulting from investments by owners and distributions to owners. The only reportable item of comprehensive
income is the foreign currency translation in note 14 (a).
(d) Earnings per share – SFAS 128, Earnings Per Share, requires disclosure of the calculation of basic and diluted earnings per
share using the treasury stock method to determine diluted earnings per share. The treasury stock method assumes that
proceeds and any tax benefits received upon the exercise of all warrants and options outstanding in the period are used
to repurchase the Company’s shares at the average share price during the period. Under Canadian GAAP, proceeds on
the conversion of warrants and options are assumed to increase net income to the extent of the after tax investment
income that could be earned. The following table sets forth the computation of basic and diluted earnings per share
under U.S. GAAP.
February 29,
2000

For the year ended

Numerator in U.S. GAAP:
Numerator for basic and diluted earnings per share
available to common stockholders
Denominator in 000’s of shares:
Denominator for basic earnings per share – weighted
average shares outstanding
Effect of dilutive securities:
Warrants
Employee stock options
Dilutive potential common shares:
Denominator for diluted earnings per share – adjusted
weighted-average shares and assumed conversions
Basic earnings per share
Diluted earnings per share

$

$
$

10,170

February 28,
1999

$

6,723

February 28,
1998

$

387

66,613

64,148

52,944

180
6,203

64
2,643

14
1,359

72,996
0.15
0.14

$
$

66,855
0.10
0.10

$
$

54,317
0.01
0.01
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(e) Accounting for stock compensation – Under U.S. GAAP, for any stock option with an exercise price that is less than the
market price on the date of grant, the difference between the exercise price and the market price on the date of grant is
recorded as compensation expense (“intrinsic value based method”). The Company grants stock options at the fair market
value of the shares on the day preceding the date of the grant of the options. Consequently, no compensation expense is
recognized. This method is consistent with U.S. GAAP, APB Opinion 25, Accounting for Stock Issued to Employees.
SFAS No. 123, Accounting for Stock-Based Compensation, requires proforma disclosures of net income and earnings per
share, as if the fair value based method as opposed to the intrinsic value based method of accounting for employee stock
options had been applied. The disclosures in the following table show the company’s net income and earnings per share
on a proforma basis using the fair value method as determined by using the Black-Scholes option pricing model include:
February 29,
2000

For the year ended

Net income under U.S. GAAP
Estimated stock-based compensation costs
Proforma net income (loss)
Proforma net income (loss) per common share
Basic
Diluted
Weighted average number of shares
Basic
Diluted

$

February 28,
1999

$

$

10,170
3,261
6,909

$
$

0.10
0.09

February 28,
1998

$

6,723
1,656
5,067

$

387
490
(103)

$
$

0.08
0.08

$
$

0.00
0.00

66,613
72,996

$

64,148
66,855

52,944
54,317

The weighted average fair value of options granted during the following periods were calculated as follows using the
Black-Scholes option pricing model with the following assumptions:
February 29,
2000

For the year ended

Weighted average
Black-Scholes value of options
Assumptions:
Risk free interest rates
Expected life in years
Expected dividend yield
Volatility

32

$

10.77
4 – 5%
3.5
0%
60 – 90%

February 28,
1999

$

1.92
4 – 5%
4
0%
50%

February 28,
1998

$

1.17
5 – 6.5%
5
0%
35%
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