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FOR IMMEDIATE RELEASE 

DALSA Reports Second Quarter 2006 Financial Results 
Doubles Second Quarter Profits; Posts Record Revenues  
 
Waterloo, Ontario, July 27, 2006 - DALSA Corporation (TSX:DSA), an international high 
performance semiconductor and electronics company, today reported revenue of $49.0 million in the 
second quarter of 2006 and net income of $4.0 million or $0.21 per share, diluted. The following table 
summarizes the key results for the second quarter of 2006 and compares them to the second quarter of 
2005: 

(In millions of dollars, except per share amounts) Q2, 2006 Q2, 2005 Increase/ 
(Decrease) 

Total Revenues  $49.0 $44.1 11.1% 
Total Net Income  $4.0 $2.0 99.0% 
Earnings Per Share (diluted) $0.21 $0.11 90.9% 
Gross Margin % 48.0% 40.6% 7.4 p.p.* 
Order Backlog at June 30th $69.6 $59.2 17.6% 
Cash Flow From Operations  $2.9 ($3.2) $6.1 

  * percentage points 
 
“I am very pleased with the Company’s financial performance in the second quarter,” commented Savvas 
Chamberlain, CEO of DALSA Corporation. “We increased revenues, improved gross margins, delivered 
good profitability, generated cash from operations, and ended the quarter with a solid backlog. The 
strength in our core operations allows us to continue to support key strategic initiatives, such as Digital 
Cinema, which we are confident will fuel the Company’s future growth.” 

In the second quarter, Digital Imaging revenues were $27.2 million, up 3.7% from the second quarter of 
2005. This increase is due to improving markets and stronger deliveries of image processing hardware 
and software. Gross margins increased 1.2 percentage points to 54.9%, which is a result of process 
improvements that have been implemented over the past year. Digital Imaging net income was $3.3 
million. This is down 18.1% from the second quarter last year; however, the prior quarter had an 
unusually low tax rate due to a reduction of tax accruals related to investment tax credit claims. The 
backlog for Digital Imaging increased by $1.0 million to $29.9 million compared to the first quarter of 
2006. Standard product backlog increased due to large orders for flat panel display inspection and a 
general increase in booking levels. The Application Specific Contracts (ASC) backlog decreased at the 
end of the quarter; however, this change is not uncommon due to the timing of the signing of large 
contracts. We are pursuing a strong list of new projects that are in the bid and proposal phase.  

Please note that, as reported earlier in the quarter, we recently realigned our operations such that the 
Professional Imaging sensor components and CMOS integrated circuits (IC) components operations that 
were previously part of our Digital Imaging Business are now part of the Semiconductor Business, and 
are now reported as such. The comparative numbers presented herein are given on the same basis of 
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organization and revenue recognition for both the current and earlier quarters. Further information on 
this change is contained in Management’s Discussion and Analysis, which is available on our website. 

Semiconductor Business revenues increased 21.5% to $21.2 million in the second quarter compared to 
the same quarter last year. A significant portion of the increase relates to higher shipments of integrated 
circuits (IC) products. MEMS revenues decreased slightly due to the timing of production releases of 
products to existing customers. At the same time, we started our production ramp for some of our new 
MEMS customers with gyroscopes and microphones for the consumer marketplace, which we expect 
will progressively add to our revenue stream in the coming quarters. Gross margins increased by 16.9 
percentage points to 39.1% compared to the same quarter last year. The improvement is due to increased 
capacity utilization, selected price increases and favourable products mix in both wafer manufacturing 
and IC products. Net income in the Semiconductor Business increased from a loss of $0.8 million in the 
second quarter of 2005 to income of $2.1 million this quarter, again due to a higher level of IC product 
shipments and higher capacity utilization at our wafer processing facility in Bromont. The backlog 
increased to $39.7 million. 

In the Digital Cinema Business revenue increased to $0.3 million in the quarter, up from $0.2 million in 
the same quarter last year. The increase is due to higher rental of standard definition and high definition 
equipment. In the quarter we incurred a loss of $1.4 million, which is an increase of $0.3 million over the 
same period in 2005 and in line with management expectations as we continue to establish the 
infrastructure to respond to anticipated revenue traction and demand for the Origin camera. We expect 
the level of losses to continue at a similar level through the balance of the year as 4K workflow and the 
use of the Origin camera gains market acceptance. We continue to make progress in getting the Origin 
camera into the hands of leading cinematographers and accelerating the establishment of the 4K 
workflow. Our goal this year is to land some significant and high profile new productions and to ensure 
that we have the equipment and support services in place such that we participate fully in the inevitable 
move from film to digital in the motion picture industry. 

Digital Cinema represents a significant business development opportunity for DALSA. Based on a 
consolidation of numerous public data sources relating to the film production industry, the amount spent 
world-wide on motion picture production equipment is in the order of US$2.5 billion per year. Based on 
published data from the BBC and UNESCO the total lifetime market for film scanning and preservation 
is US$25 billion to US$30 billion. The Company can afford and will continue to invest in this strategic 
initiative. 

Cash provided from operating activities was $2.9 million in the quarter, an increase of $6.1 million from 
the second quarter of last year. After property and equipment additions we had negative cash flow of 
$0.7 million for the current quarter and positive cash flow of $1.2 million for the first six months of the 
year, excluding the purchase of land. We expect our cash generation to improve through the balance of 
the year. 

For further detail, please refer to the second quarter 2006 Financial Statements, accompanying notes, and 
Management’s Discussion and Analysis at the DALSA website. The address is 
http://www.dalsa.com/investor/2006/DSA_2006Q2_release.pdf 

Investor Conference Call 
A conference call to discuss the Company’s Second Quarter financial results will be held this afternoon 
at 5:00pm ET. The conference call, followed by the question and answer period, will be broadcast 
live and open to anyone interested in listening at 
http://events.onlinebroadcasting.com/dalsa/072706/index.php. The phone numbers for those who 
wish to participate in the question and answer period are as follows: 
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Live Conference Access Information: 
Local / International: 416-850-9150 
North American Toll- Free: 1-866-809-4939 

Replay Access information: 
Local Dial-In Number:  402-220-1547 
Toll-Free Dial-In Number:  1-888-214-7746 
Passcode:  2983550 
Expiry: August 10, 2006 

 

About DALSA Corporation 
DALSA is an international high performance semiconductor and electronics company that designs, 
develops, manufactures, and markets digital imaging products and solutions, in addition to providing 
semiconductor products and services. DALSA’s core competencies are in specialized integrated circuit 
and electronics technology, software, and highly engineered semiconductor wafer processing. Products 
and services include image sensor components; electronic digital cameras; vision processors; image 
processing software; and semiconductor wafer foundry services for use in MEMS, high-voltage 
semiconductors, image sensors and mixed-signal CMOS chips. DALSA is listed on the Toronto Stock 
Exchange under the symbol “DSA”. The Company has its corporate offices in Waterloo, ON and over 
1000 employees world-wide. 
 
For more information, please contact: 
Patrick Myles  
Director, Corporate Communications 
DALSA Corporation  
Tel: (519) 886-6001 Ext. 2177  
Fax: (519) 886-3972  
E-mail: Investor@dalsa.com 
Internet: www.dalsa.com 
 
Some of the statements in this presentation, including those relating to the Company’s strategies and 
other statements that are predictive in nature, that depend upon or refer to future events or conditions, or 
that include words such as “expects”, “anticipates”, “intends”, “plans”, “believes”, “estimates”, or 
similar expressions, are forward-looking statements within the meaning of securities law. Actual results 
may differ materially from those currently anticipated. Investors are cautioned that such forward-looking 
statements involve risks and uncertainties. Important factors that could cause actual results to differ 
materially from those expressed or implied by such forward looking statements are detailed from time to 
time in DALSA’s periodic reports filed with the Ontario Securities Commission and other regulatory 
authorities. Investors should read review the Business Risks and Prospects sections of the DALSA 2005 
annual Management’s Discussion and Analysis (“MD&A”) to understand the assumptions, risks and 
uncertainties inherent in forward looking information or statements. DALSA has no intention or 
obligation to update or revise any forward-looking statements, whether as a result of new information, 
future events or otherwise.  
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As at June 30 December 31
2006 2005

$ $

ASSETS
Current assets
Cash and cash equivalents 2,190 2,573 
Accounts receivable 30,807 23,256 
Accrued revenue 1,424 1,089 
Income tax credits recoverable 4,277 5,388 
Inventory 32,170 30,030 
Future tax asset 3,184 3,246 
Other current assets 4,269 4,359
Total current assets 78,321 69,941 

Property and equipment 69,628 68,736 
Deferred development costs 7,014 7,071 
Intangible assets 18,143 19,325 
Goodwill 51,308 51,308 
Future tax asset 2,347 2,346 
Other assets 1,903 1,872
Total assets 228,664 220,599 

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
Bank indebtedness 673 -
Accounts payable and accrued liabilities 17,767 13,881 
Income taxes payable 2,694 2,041 
Future tax liability 142 563 
Deferred revenue 779 1,336 
Long-term debt due within one year 3,589 3,650
Total current liabilities 25,644 21,471 

Future tax liability 5,894 8,641 
Long-term debt 17,823 18,641 
Non-controlling interest 200 355
Total liabilities 49,561 49,108 

Shareholders’ equity [note 4]
Share capital 116,639 115,393 
Contributed surplus 810 560 
Cumulative translation adjustment (1,461) (990) 
Retained earnings 63,115 56,528
Total shareholders’ equity 179,103 171,491 

Total liabilities and shareholders’ equity 228,664 220,599

DALSA CORPORATION
CONSOLIDATED BALANCE SHEET

(thousands of dollars)
Unaudited



2006 2005 2006 2005
$ $ $ $

Revenue
Standard product sales 45,343 40,903 88,710 74,909 
Application specific contracts 3,631 3,171 6,877 6,052

Total revenue 48,974 44,074 95,587 80,961

Expenses
 Cost of standard products sold 23,599 24,322 49,444 44,960 
Research and development, net [note 6] 8,800 8,126 16,430 14,353 
Selling, general and administrative 9,767 9,392 18,978 15,884 
Amortization of intangibles 554 455 1,110 717 
Foreign exchange loss (gain) 380 (201) 341 (833)

Total expenses 43,100 42,094 86,303 75,081

Income from operations 5,874 1,980 9,284 5,880 
Interest expense (income), net 237 164 443 137
Income before provision for income taxes and
 non-controlling interest 5,637 1,816 8,841 5,743 
Provision for income taxes 1,763 (71) 2,444 1,175
Income before non-controlling interest 3,874 1,887 6,397 4,568 
Non-controlling interest (94) (108) (190) (162)

Net income 3,968 1,995 6,587 4,730 

Retained earnings, beginning of period 56,528 50,619 56,528 47,884
Retained earnings, end of period 60,496 52,614 63,115 52,614

Earnings per share [note 2]
Basic 0.21 0.11 0.35 0.27 
Diluted 0.21 0.11 0.35 0.27

Six months ended
June 30June 30

Three months ended

DALSA CORPORATION
CONSOLIDATED STATEMENT OF OPERATIONS

(thousands of dollars, except per share amounts) 
Unaudited



2006 2005 2006 2005
$ $ $ $

OPERATING ACTIVITIES
Net income 3,968 1,995 6,587 4,730 
Add non-cash items 
 Depreciation 3,360 3,246 6,903 6,207 
Loss on disposal of property and equipment 28 - 28 -
Amortization of intangibles 554 455 1,110 717 
Future income taxes (2,593) (1,529) (3,152) (1,690) 
Stock based compensation 130 69 249 128 
Non-controlling interest (94) (108) (190) (162) 
Other 23 23 78 (21) 

Changes in operating assets and liabilities (2,470) (7,342) (4,962) (8,342)
Cash provided by operating activities 2,906 (3,191) 6,651 1,567

INVESTMENT ACTIVITIES
Decrease in marketable securities - - - 5,950 
Property and equipment additions (3,640) (5,435) (5,434) (14,265) 
Purchase of land - - (2,420) -
Intangible asset additions - (754) - (754) 
Proceeds on sale of assets 40 - 40 -
Deferred development costs - - 57 -
Acquisitions - (30,710) - (30,710) 
Investment in non-consolidated subsidiary - - (100) -
Cash (used in) investment activities (3,600) (36,899) (7,857) (39,779)

FINANCING ACTIVITIES
Increase in bank indebtedness 673 6,607 673 5,989 
Issuance of share capital 170 195 1,026 689 
Increase (decrease) in long-term debt 992 23,785 (881) 23,426
Decrease in note receivable 4 - 4 -
Cash provided by financing activities 1,839 30,587 822 30,104

Effect of exchange rate changes on cash (3) 27 1 27 

Net (decrease) increase in cash resources 1,142 (9,476) (383) (8,081) 
Cash and cash equivalents, beginning of period 1,048 10,831 2,573 9,436
Cash and cash equivalents, end of period 2,190 1,355 2,190 1,355

Supplementary Information
Cash outflows from income taxes 181 27 769 1,212 
Cash interest paid 241 267 547 297

Three months ended
June 30 June 30

Six months ended

DALSA CORPORATION
CONSOLIDATED STATEMENT OF CASH FLOWS

(thousands of dollars)
Unaudited
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NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
1. SIGNIFICANT ACCOUNTING POLICIES 
 
These consolidated interim financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles except that certain 
disclosures required for annual financial statements have not been included.  The 
significant accounting policies are consistent with the policies outlined in DALSA 
Corporation’s (“the Company”) audited consolidated financial statements for the 
year ended December 31, 2005. These interim consolidated financial statements 
should be read in conjunction with the consolidated financial statements for the fiscal 
year ended December 31, 2005 as set out in the 2005 Annual Report.

2. EARNINGS PER SHARE 
 

Three months ended 
June 30 

Six months ended 
June 30 

In thousands (except per share amounts)  2006 2005 2006 2005 
 
Earnings for basic and diluted 

earnings per share 
 $3,968 $1,995 $6,587 $4,730 

 
Weighted average common 

shares 
 18,828 18,122 18,788 17,408 

Incremental shares from 
assumed conversion of 
employee stock options 

 
148  280  145  306 

Adjusted weighted average 
common shares 

 18,976 18,402 18,933 17,714 

Earnings per share   
Basic  0.21 $0.11 0.35 $0.27 
Diluted  0.21 $0.11  0.35 $0.27 

 



DALSA Corporation                      
 

NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
3. SEGMENTED INFORMATION 
 
The Company operates in three reportable segments: Digital Imaging Products and 
Solutions [“Digital Imaging”], Semiconductor Products and Services 
[“Semiconductor Business”] and Digital Cinema [“Digital Cinema”].  These 
reportable segments involve different products, different processes and different 
marketing strategies even though the technology is the integrating factor.  The 
Digital Imaging Products and Solutions segment designs, develops and manufactures 
imaging products and solutions for a wide customer base. The Semiconductor 
Products and Services segment manufactures semiconductor wafers and components 
for the electronics industry. The Digital Cinema segment rents camera systems and 
related products to the professional motion picture production market.  The 
Company accounts for inter-segment sales at current market rates. 
 
Effective April 1, 2006 the Company realigned the responsibility and related 
reporting and evaluation of certain business activities.  Subsequent to this 
realignment, DALSA’s Semiconductor Business comprises CMOS wafer processing 
services, High Voltage wafer processing services, MEMS wafer processing services, 
and complete integrated circuit (IC) component products.  The IC component 
business includes DALSA’s Professional Imaging sensor components and CMOS 
integrated circuits (IC) components operations.  The results for Professional Imaging 
and CMOS IC operations were previously part of the Digital Imaging segment but 
are now included as part of the Semiconductor Business segment. The corresponding 
items of segment information for prior periods have been restated to reflect these 
changes. 
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NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
3. SEGMENTED INFORMATION cont’d. 
 2006 

Digital  Semiconductor   Digital  
For  the three months ended June 30 Imaging Business Cinema Consolidated 
 In thousands $ $ $ $

Total segment  revenue  27,316  22,267 355 49,938 
Inter-segment sales  83  881  964 
Total revenue  27,233  21,386 355 48,974 
 
Net income 
 Before non-controlling interest  3,225  2,130 (1,481) 3,874
 Non-controlling interest  (11)  -- (83) (94) 

After non-controlling interest  3,236  2,130 (1,398) 3,968 

Identifiable assets excluding  goodwill  69,278  83,625 24,453 177,356 
Goodwill  51,308 -- -- 51,308 
Total identifiable assets  120,586  83,625 24,453 228,664 
 
Property and equipment 
 acquired during the quarter  857  1,720 1,063 3,640 
 
Depreciation of property  
 and equipment   734  2,120 506 3,360 

Amortization of intangible assets  347  171 36 554 
 

2005 
Digital  Semiconductor    Digital  

For  the three  months ended June 30 Imaging Business Cinema Consolidated 
 In thousands $ $ $ $

Total segment  revenue  26,510  18,354 183 45,047 
Inter-segment sales  259  714 -- 973 
Total revenue  26,251  17,640 183 44,074 
 
Net income 
 Before non-controlling interest  3,939  (823) (1,229) 1,887
 Non-controlling interest  (16)  -- (92) (108) 
 After non-controlling interest  3,955  (823) (1,137) 1,995 
 
Identifiable assets excluding goodwill  77,497  87,218 15,294 180,009 
Goodwill  51,308  -- -- 51,308 
Total identifiable assets  128,805  87,218 15,294 231,317 
 
Property and equipment 
 acquired during the quarter  1,762  1,540 2,133 5,435 
 
Depreciation of property  
 and equipment   731  2,235 280 3,246 
 
Amortization of intangible assets  261  158 36 455 
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NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
3. SEGMENTED INFORMATION cont’d. 

2006 
Digital  Semiconductor   Digital  

For  the six  months ended June 30 Imaging Business Cinema Consolidated 
 In thousands $ $ $ $

Total segment revenue  55,937  40,990 753 97,680 
Inter-segment sales  752  1,341 -- 2,093 
Total revenue  55,185  39,649 753 95,587 
 
Net income 
 Before non-controlling interest  7,029  2,043 (2,675) 6,397
 Non-controlling interest  (14)  -- (176) (190) 

After non-controlling interest  7,043  2,043 (2,499) 6,587 

Identifiable assets excluding  goodwill  69,278  83,625 24,453 177,356 
Goodwill  51,308 -- -- 51,308 
Total identifiable assets  120,586  83,625 24,453 228,664 
 
Property and equipment 
 acquired during the period  3,668  2,892 1,294 7,854 

Depreciation of property  
 and equipment   1,495  4,441 967 6,903 

Amortization of intangible assets  696  342 72 1,110 
 

2005 
Digital  Semiconductor    Digital  

For  the six  months ended June 30 Imaging Business Cinema Consolidated 
 In thousands   $   $  $ $ 

Total segment  revenue  42,882  39,806 455 83,143 
Inter-segment sales  639  1,543 -- 2,182 
Total revenue  42,243  38,263 455 80,961 
 
Net income 
 Before non-controlling interest  6,215  452 (2,099) 4,568
 Non-controlling interest  (5)  -- (157) (162) 
 After non-controlling interest  6,220  452 (1,942) 4,730 
 
Identifiable assets excluding goodwill  77,497  87,218 15,294 180,009 
Goodwill  51,308  -- -- 51,308 
Total identifiable assets  128,805  87,218 15,294 231,317 
 
Property and equipment 
 acquired during the period  2,184  6,363 5,718 14,265 
 
Depreciation of property  
 and equipment   1,406  4,303 498 6,207 
 
Amortization of intangible assets  334  310 73 717 
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NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
4. SHAREHOLDERS’ EQUITY 
 
Authorized 
 
Unlimited common shares 
Unlimited preferred shares, issuable in a series. 
 
Preferred shares are non-voting, may be used in series with rights, privileges, 
restrictions and conditions thereon fixed by the Board of Directors of the Company 
at the time of issuance. 
 

Issued  
 Common Shares  
In thousands   # $  

Balance, December 31, 2005   18,696 115,393
 
Issued under employee stock option plan    137 1,025 
Issued to directors as consideration for directors’ fees  16 221 
 
Balance, June 30 , 2006  18,849 116,639 

The number of common stock options outstanding as at June 30, 2006 was 665,549 
of which 424,299 were exercisable. As at July 27, 2006, the total number of common 
shares outstanding and the number of common stock options outstanding remained 
unchanged. 
 
Cumulative translation adjustment arises on the translation of foreign denominated 
assets and liabilities of self-sustaining foreign operations. During the second quarter 
the Company changed the classification of Coreco Inc. from self-sustaining to 
integrated.  The change in classification was a result of part of the reorganization 
described in Note 3. 
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NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
5. STOCK-BASED COMPENSATION 
 
The Company employs a fair value based method of accounting for all options issued 
to employees or directors on or after January 1, 2003. The Company recognizes 
compensation cost for all stock options granted to employees and directors under its 
stock option plan.  No options were granted during the second quarter of 2006 or in 
the six month period ended June 30, 2006.  In the second quarter of 2005 the 
Company granted 40,500 options.  No other options were granted in the six month 
period ended June 30, 2005. 
 
The amortization of compensation expense is recorded in Selling, general and 
administrative expenses. The Company’s net income was reduced by $130,000 and 
$249,000 for the three and six month periods ended June 30, 2006 ($69,000 and 
$128,000 for the three and six month periods ended June 30, 2005).   
 

Pro forma information 
Pro forma information regarding net income is required and has been determined as 
if the Company had accounted for its employee stock options granted after December 
31, 2001 and prior to January 1, 2003, under the fair value method.  The fair value of 
these options was estimated at the date of grant using a Black-Scholes Option Pricing 
Model. For purposes of pro forma disclosures, the estimated fair value of the options 
is amortized to expense over the vesting period of the options. The weighted average 
fair value of stock options granted during the year ended December 31, 2002 was 
$4.21 per option.  
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NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
5. STOCK-BASED COMPENSATION cont’d 
 
Proforma earnings per share computation 
 Three months ended 

June 30 
Six months ended 

June 30 
In thousands  2006 2005 2006 2005 
 
Earnings for basic and diluted 
earnings per share 

 $3,968 $1,995 $6,587 $4,730 

 
Less estimated stock based 
compensation costs for the 
period 

 
33     63    88  126 

 
Net income - proforma  $3,935 $1,932 6,499 $4,604 
 
Earnings per share   
Basic  0.21 $0.11 0.35 $0.26 
Diluted  0.21 $0.10 0.34 $0.26 
 

6. RESEARCH AND DEVELOPMENT 
 
Research and development costs are presented net of related government funding and 
investment tax credits as follows: 
 

Three months ended 
June 30 

Six months ended 
June 30 

In thousands  2006 2005 2006 2005 
 
Total research and 

development expenditures 
 $11,043 $10,079 $20,851 $17,622 

Government funding  (422)  (249)  (1,082)   (496) 
Investment tax credits  (1,821)  (1,704)  (3,339)  (2,773) 
Net research and development 

expenditures 
 $8,800 $8,126 $16,430 $14,353 
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NOTES TO CONSOLIDATED UNAUDITED INTERIM 
FINANCIAL STATEMENTS 

June 30, 2006  
 
7.  PENSION OBLIGATIONS 
 
The Company sponsors defined contribution pension plans for most of its 
employees.  The Company sponsors a multi-employer defined benefit pension plan 
for its employees in the Netherlands.  Defined contribution plan accounting is 
applied to the multi-employer defined benefit pension plan.  The cost of defined 
contribution pensions is expensed as earned by employees.   

 Three months ended 
June 30 

Six months ended 
June 30 

In thousands  2006 2005 2006 2005 
 
Defined Contribution Plans  $239 $251  $483 $454 
 
Multi-employer plan   313 505  611 1,075 
 
Total Pension Expense  $552 $756 $1,094 $1,529 

8.   SALE OF LAND AND BUILDING 

During the second quarter of 2006 the land and building owned by the Company in 
Colorado Springs, Colorado was sold to an independent party. This facility was made 
redundant in 2004 when the Company relocated its Life Sciences operations from 
Tucson, Arizona to Colorado Springs and combined them with existing operations in 
a new, leased facility. As consideration the purchaser has issued to the Company a 
promissory note payable for 90% of the purchase price and paid the balance in cash.  
The purchase price less associated costs is approximately equal to the carrying value 
of $750,000 for the land and building and no significant income impact was recorded  
from the sale . 
 
The promissory note receivable of US$612,000 issued to the Company carries an 
interest rate of 7% and is repayable monthly beginning May 12, 2006.  If the note 
receivable is not fully paid by May 11, 2013 the entire principal amount outstanding 
and accrued interest thereon becomes due on that date. The Company believes that 
the carrying amount of the note receivable approximates fair market value and that 
the amount is not subject to significant credit risk. 
 
9. COMPARATIVE FIGURES 
 
Certain of the comparative figures have been reclassified to conform with the 
presentation adopted in the current year. 
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 For the Three Months Ended June 30, 2006 

We also evaluate the level of investment in R&D from our internal funds. This is 
measured as R&D expenditures, net of government grants, investment tax credits and ASC 
revenue (“net R&D”). Our overall target is to spend 8% to 10% of total revenues on net R&D. 
 

Digital Imaging net R&D expenditures increased by $0.6 million in the second quarter of 
2006 compared to the same period in the prior year as there was less ASC revenue to offset costs. 
The increase in net R&D expenditures for Digital Imaging in the first six months of 2006 is due 
mainly to the addition of research and development efforts for image processing products.   
 

Gross R&D spending for the Semiconductor Business increased by $1.1 million in the 
second quarter of 2006 over the same period in the prior year. The increase is due to our 
continued investment in our proprietary MEMS processes and expenses from our CMOS IC 
product initiative. Increases in government funding, ITCs and ASC revenue resulted in a decrease 
in net R&D for the business of $0.3 million compared to the second quarter in 2005 and a 
decrease of $0.4 million compared to the first six months of the prior year.  

 
Other Expenses 
(in millions of dollars) Three months ended June 30 Six months ended June 30 

2006 2005 % Change 2006 2005 % Change 

Selling, general and administrative 
expenses  (“SG&A”) 

 $9.8   $9.4 4.2   $19.0   $15.9 19.6 

SG&A % of total revenue 19.9 21.3 (1.4) 19.9 19.6 0.3 
Foreign exchange loss (gain) $0.4 ($0.2)    $0.3   ($0.8)  
Income tax rate 31.2   (3.9) 35.1 27.6 20.5 7.1 

Selling, General and Administrative 
SG&A expenses decreased by 1.4 percentage points of sales compared to the second 

quarter of 2005. Actual costs increased by $0.4 million with most of the increase in commissions 
and other costs associated directly with the higher sales in the quarter. SG&A expenses increased 
as a percentage of sales in the first half of 2006 due mainly to the addition of operations related 
to image processing products. These operations have traditionally spent a larger portion of 
revenue on SG&A.  

 
Foreign Exchange  

We realized a foreign exchange loss during the second quarter of $0.4 million compared 
to a gain of $0.2 million in the same quarter in 2005. Foreign exchange amounts reported on the 
statement of operations include realized and unrealized gains and losses on assets such as 
accounts receivable denominated in US dollars. This does not include the impact of foreign 
exchange fluctuations on standard product gross margins and ASC revenue, which amounts are 
included directly in revenue and cost of sales.  

At June 30, 2006 we had outstanding forward contracts with a notional value of US $67.0 
million maturing on or before November 30, 2007 at an average exchange rate of $1.18. We are 
exposed to credit risk on forward contracts arising from the potential for counterparties to default 
on their contractual obligations to us. We minimize this risk by limiting counterparties to these 
contracts to Canadian Schedule A Chartered Banks. 
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We anticipate that each one cent change in the Canadian dollar relative to the US dollar 
will have two-fifths of a cent impact on our earnings in 2006 due to the translation of US dollar 
denominated monetary assets. We have a results driven change program in place to realize 
efficiencies in operations and have been able to maintain gross margins consistent with our 
business model despite the appreciation of the Canadian dollar relative to the US dollar to date. 
The impact of any change in the currencies on standard gross margins and ASC revenue will be 
limited over the next twelve months due to our foreign currency hedging program; however, we 
will continue to focus on arranging our operations to maintain our margins in future years even in 
the event of continued devaluation of the US dollar relative to the Canadian dollar. 

Income Tax Rate 
The income tax rate at 31.2% for the current quarter was within expectations, however, 

income tax expense for the second quarter of 2005 was unusually low due to the various tax rates 
in the different jurisdictions that we operate and the reduction of tax accruals related to 
investment tax credit claims. The income tax rate for the first six months of 2006 was reduced by 
the recognition of certain loss carry forwards of the Company in the first quarter. We anticipate 
that the effective tax rate will be in the range of 32% to 35% in the future without foreign 
exchange impacts. 

Liquidity and Capital Resources  
(in millions of dollars)  June 30  Mar. 31   June 30  Dec. 31  

2006 2006 % Change 2006 2005 % Change 

Net cash position (cash and cash 
 equivalents, short term investments and 

bank indebtedness) $1.5 $1.0 44.8 $1.5 $2.6 (41.0)
Accounts receivable 30.8 27.7   11.2 30.8 23.3   32.5 
Inventory 32.2 30.0     7.4 32.2 30.0     7.1 
Accounts payable and accrued liabilities 17.8 16.1   10.3 17.8 13.9   28.0 

(in millions of dollars) Three months ended June 30 Six months ended June 30 
 2006 2005 % Change 2006 2005 % Change 

Cash provided by operating activities $2.9 ($3.2) na $6.7 $1.6 324.4 
Property and equipment additions   3.6   5.4 (33.0)   5.4  14.3 (61.9) 
Purchase of land   - -    2.4 -  

At June 30, 2006 our accounts receivable balances increased $3.1 million compared to 
the end of the prior quarter and $7.5 million compared to the end of the prior year due to an 
increase in overall sales levels and due to the timing of cash receipts from certain customers. 
Inventory levels have increased $2.2 million from the end of last quarter and $2.1 million from 
the end of last year as we have purchased material in anticipation of shipments in the third 
quarter. Accounts payable and accrued liabilities increased by $1.7 million from March 31, 2006 
and $3.9 million from the end of 2005 as purchases of inventory and capital items increased in 
the second quarter of 2006. 

 
Property and equipment additions, excluding the purchase of land, were $3.6 million in 

the current quarter compared to depreciation of $3.4 million. For the first six months of the year 
property and equipment additions of $5.4 million have been $1.5 million below the level of 


