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In June 2001, Q9 entered into a lease agreement for office and data centre space in Ottawa. Subsequent to 
signing the lease for this space, but prior to making binding commitments to build a data centre, the 
Company reassessed its decision to enter the Ottawa market in light of a serious deterioration in market 
conditions in Ottawa for outsourced Internet infrastructure and related managed services at that time. As a 
result of this reassessment, Q9 decided not to proceed, for the time being, with the construction of a data 
centre facility in Ottawa. In July 2003, Q9 surrendered a portion of this lease and in February 2004 
surrendered the remaining portion.  The lease termination payment relating to the portion surrendered in 
July 2003 was $1.11 million and in February 2004 was $1.57 million.  Both payments were recorded as 
expenses in the respective periods. 
 
Selected Annual Information 
 
The table below sets out selected annual financial information for the Company. 
 

 (in  $ thousands, except per share items) Year Ended October 31, 
Statement of Operations Data 2004 2003 2002 
Revenue:     
  Co-location 9,298 6,343 4,322 
  Managed bandwidth 6,270 5,520 3,955 
  Managed services 10,004 7,053 4,686 
  Set-up fees 696 594 566 
 26,268 19,510 13,529 
     
Cost of revenue 20,768 20,629 13,790 
Gross margin 5,500 (1,119) (261) 
Expenses:    
  Sales and marketing 4,529 4,365 4,255 
  General and administrative 5,991 5,648 5,138 
  Lease termination costs and asset impairment 1,571 1,297 -   
  Amortization 550 763 774 
  12,641 12,073 10,167 
Loss from operations (7,141) (13,192) (10,428) 
     
Interest expense (5) (54) (102) 
Accretion of interest on redeemable convertible preference shares - (14,687) (14,850) 
Interest income 1,284 1,160 1,541 
Amortization of deferred financing costs - (477) (482) 
  1,279 (14,058) 13,893) 
Loss before income taxes (5,862) (27,250) (24,321) 
Income taxes - 85 145 
Loss for the period (5,862) (27,335) (24,466) 
     
Basic and diluted loss per share (0.56) (68.73) (61.62) 
Basic and diluted weighted average number of common shares 10,429 398 397 
    
Pro forma basic and diluted loss per share (0.32) (0.75) (0.56) 
Pro forma basic and diluted weighted average number of common shares  

outstanding 18,260 16,320 16,319 
      
Note:  Pro forma figures retroactively reflect the impact of the conversion, on April 29, 2004, of the then outstanding 
shares to common shares and the consolidation of the common shares on a five-to-one basis, see “Key Development in 
Fiscal 2004”.  
 (in $ thousands)  As at October 31,  
  2004 2003 2002 
Balance Sheet Data  
Cash and cash equivalents 6,135 2,195 3,281 
Short-term investments 64,023 39,638 31,157 
Capital assets 38,212 38,572 55,521 
Total assets 112,156 85,235 99,011 
Deferred revenue 3,639 2,517 1,703 
Long-term debt - - 594 
Redeemable Class C convertible preference shares - - 68,217 
Shareholders' equity 102,038 77,893 23,981 
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Critical Accounting Estimates and Policies 
 
Management makes certain estimates and relies on certain assumptions relating to reporting the Company’s 
assets and liabilities as well as operating results in order to prepare the financial statements in conformity 
with Canadian GAAP.  Such estimates and assumptions include the valuation of accounts receivable, 
recoverability of long-lived assets, stock-based compensation expense and the estimation of useful lives of 
the various classes of fixed assets.  In the determination of the valuation of accounts receivable, including 
the allowance for doubtful accounts, management relies on current customer information, payment history 
and trends as well as future business and economic conditions.  The recoverability of long-lived assets is 
determined based on the future undiscounted cash flow expected to be generated from such assets.  The fair 
value of stock options and warrants is based on certain estimates applied to the Black-Scholes option-
pricing model as discussed below.  The estimation of useful lives of our various classes of fixed assets is 
based upon history and experience for similar assets within each class.  Actual results may differ from our 
estimates and assumptions. 
 
The following are the significant accounting policies of the Company: 
 
Revenue Recognition:  Q9's revenue is derived primarily from recurring revenue streams consisting of 
contractual monthly charges for the various services provided and one-time set-up fees for installation 
services. Revenue is recognized as the related services are provided to customers, if evidence of an 
arrangement exists and collection is deemed probable by management. The one-time set-up fees are 
deferred and recognized in a systematic and rational manner over the term of the customer contract. 
Amounts billed but not yet earned are recorded as deferred revenue. Unbilled revenue is recorded for 
services delivered but not yet billed. 
 
Long-Lived Assets:  The Company has made significant investments in capital assets. These assets consist 
primarily of leasehold improvements and data centre equipment. Periodically, management reviews long-
lived assets for impairment in accordance with the Canadian Institute of Chartered Accountants' ("CICA") 
Handbook Section 3063, which relates to the recognition, measurement and disclosure of impairment of 
long-lived assets. The Company initiates its review, whenever events or changes in circumstances indicate 
that the carrying amount of long-lived assets may not be recoverable. Recoverability of an asset group is 
measured by comparison of its carrying amount to the expected future undiscounted cash flows that the 
asset group is expected to generate from its use and its residual value. If it is determined that an asset group 
is not recoverable, an impairment loss is recorded in the amount by which the carrying amount of the asset 
group exceeds its fair value. Assets held for sale and for which the Company has a plan to dispose, are 
reported at the lower of their carrying amount or fair value less cost to sell. Long-lived assets to be 
disposed of other than by sale, (e.g. abandonment) are classified as held and used until they are disposed of. 
A long-lived asset to be abandoned is disposed of when it ceases to be used. 
 
Stock-Based Compensation:  In December 2003, the CICA amended their pronouncement relating to 
Handbook Section 3870, requiring companies to measure and expense all equity instruments awarded to 
employees starting in the Company's fiscal year beginning on or after November 1, 2004. The transitional 
provisions provide for a prospective treatment to this change in accounting policy if the Company adopts 
this new pronouncement in its fiscal year ending October 31, 2004 and retroactive treatment with or 
without restatement of prior periods if it adopts after October 31, 2004.  During the year ended October 31, 
2004 and in accordance with the transitional provisions, the Company prospectively adopted the revised 
standard and has recorded as compensation expense the fair value of options issued since November 1, 
2003.  The fair value of stock option and warrant grants is based on certain estimates applied to the Black-
Scholes option-pricing model, including the expected life of the options, the volatility of the underlying 
stock, the risk free interest rate and expected dividends. Changes in these estimates could significantly 
impact the valuation of the options in future periods. 
 
On April 28, 2004, the Company issued 813,200 employee stock options at an exercise price of $0.05 per 
share. As these options have a nominal exercise price, they are accounted for as a direct award of shares. 
The fair value of these options, of $8.50 less the exercise price, will be recorded as compensation cost, in 
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the Company's statement of operations over the vesting period of such options. One-third of such options 
vest on each of the first, second and third anniversary of their date of grant.  For the year ended October 31, 
2004, stock-based compensation expense was $1.15 million. 
 
Lease Accounting: The nature of the Company’s business requires it to enter into long-term leases with the 
respective landlords of the buildings where Q9’s data centres are located.  Under GAAP, the Company is 
required to take into consideration future contractual increases in net lease payments by expensing the total 
rent over the term of the lease on a straight-line basis.  For year ended October 31, 2004, the impact of this 
GAAP requirement was a non-cash increase to rent expense of $0.32 million. 
 
GAAP Hierarchy:  In July 2003, the CICA issued HB 1100, Generally Accepted Accounting Principles. 
This Section establishes standards for financial reporting in accordance with Canadian GAAP. It describes 
what constitutes Canadian GAAP and its sources. This Section also provides guidance on sources to 
consult when selecting accounting policies and determining appropriate disclosures when the primary 
sources of Canadian GAAP are silent. This standard was effective for the Company's fiscal year 
commencing November 1, 2003. The adoption of this standard did not have any impact on the financial 
statements. 
 
 
Recent Accounting Pronouncements 
 
Effective November 1, 2004, the Company will adopt CICA HB 3110, Asset Retirement Obligations. The 
Section supersedes the requirements in HB 3061, Property, Plant and Equipment, concerning future 
removal and site restoration. The Section establishes standards for the recognition, measurement and 
disclosure of liabilities for statutory, contractual or legal obligations, normally when incurred, associated 
with the retirement of property, plant and equipment when those obligations result from the acquisition, 
construction, development or normal operation of the assets. Retirement includes the sale, abandonment, 
recycling or other disposal of an asset but not its temporary idling. The obligations are measured initially at 
fair value (using the present value of future cash flows discounted at a credit-adjusted risk-free rate of 
interest) in the period in which it is incurred. Upon initial recognition of a liability for an asset retirement 
obligation, a corresponding asset retirement cost is added to the carrying amount of the related asset. 
Following the initial recognition of an asset retirement obligation, the carrying amount of the liability is 
increased for the passage of time and adjusted for revisions to the amount or timing of the underlying cash 
flows needed to settle the obligation. The cost is amortized into income subsequently on the same basis as 
the related asset. The Company is currently evaluating the impact of this standard on its financial 
statements. 
 
In December 2001, the CICA issued Accounting Guideline No. 13, Hedging Relationships ("AcG-13"). 
AcG-13 establishes new criteria for hedge accounting and will apply to all hedging relationships in effect 
for the Company's fiscal year commencing on November 1, 2004. To qualify for hedge accounting, the 
hedging relationship must be appropriately documented at the inception of the hedge and there must be 
reasonable assurance, both at the inception and throughout the term of the hedge, that the hedging 
relationship will be effective. Effectiveness requires a high correlation of changes in fair values or cash 
flows between the hedged item and the hedge. The adoption of this standard is not expected to have a 
significant impact on the financial statements. 
 
The CICA recently issued Accounting Guideline No. 15, Consolidation of Variable Interest Entities ("AcG-
15"). AcG-15 requires the consolidation of entities in which an enterprise absorbs a majority of the entity's 
expected losses, receives a majority of the entity's expected residual returns, or both, as a result of 
ownership, contractual or other financial interests in the entity. Currently, entities are generally 
consolidated by an enterprise when it has a controlling financial interest through ownership of a majority 
voting interest in the entity. AcG-15 applies to the Company's annual and interim periods beginning on 
November 1, 2004. The adoption of this standard is not expected to have a significant impact on the 
financial statements.  
 
In November 2003, the CICA approved amendments to HB 3860, Financial Instruments — Presentation 
and Disclosure, to require obligations that may be settled, at the issuer's option, by a variable number of the 
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issuer's own equity instruments to be presented as liabilities. Thus securities issued by an enterprise that 
give the issuer unrestricted rights to settle the principal amount in cash or in the equivalent value of its own 
equity instruments will no longer be presented as equity.  As described in note 6 to the Company’s financial 
statements for the year ended October 31, 2004, the Company issued Class C preference shares in 2001 that 
were convertible to common shares at the option of the holder.  The Company accounted for the preference 
shares in accordance with HB 3860, which required that a component of the preference shares be classified 
as a liability.  Interest expense reported in the statement of operations related to the undeclared dividends 
that accrued on the liability component, and the accretion to the redemption value of the liability 
component over a six-year period.  Accumulated deficit includes $39.3 million representing the total of 
such interest expense since issuance of the shares.  The preference shares were converted to common shares 
prior to the closing of the IPO. 
 
Results of Operations 
 
Revenue 
 
The Company’s business is based on a recurring revenue model for all of its main services.  This revenue 
model is considered recurring as customers are billed, once installed, on a recurring and primarily fixed 
basis each month for the duration of their contracts, which are generally one to three years in length.  In 
general, these contracts are automatically renewable unless notice is received at least 30 days prior to the 
expiry of such contract. 
 
The Company’s set-up fees consist primarily of charges for configuration and installation services that Q9 
provides for its customers.  These services are typically billed once and only upon completion of such 
configuration and installation.  The set-up fee revenue is deferred and recognized over the term of the 
initial contract. 
 
Revenues for the years ended October 31, 2004 and 2003 were as follows: 
 
 

(In $ thousands) Year Ended October 31 
  2004 % 2003 % 
Revenue:     
  Co-location 9,298 35% 6,343 33% 
  Managed Bandwidth 6,270 24% 5,520 28% 
  Managed Services 10,004 38% 7,053 36% 
  Set-up Fees 696 3% 594 3% 

     
Total Revenue 26,268 100% 19,510 100% 

 
 
Revenue increased 35% to $26.27 million for the fiscal year ended October 31, 2004 compared with $19.51 
million in the fiscal year ended October 31, 2003.   
 
Approximately 30% of the increase in revenue in the fiscal year ended October 31, 2004 over the fiscal 
year ended October 31, 2003 came from new customers and occurred as a result of their decision to 
outsource their Internet infrastructure and related managed services or as a result of their decision to change 
service providers.  The remaining 70% came from existing customers and occurred as a result of such 
customers purchasing more of a specific service and/or a greater range of services from the Company.   
 
Co-location, managed bandwidth and managed services increased by 47%, 14% and 42%, respectively, in 
the fiscal year ended October 31, 2004.  Consistent with the overall revenue increase, the increases in 
revenue for each of these service offerings was a result of increases in revenue from new and existing 
customers.  While we expect to continue to experience increases in overall revenue, the revenue mix may 
fluctuate from time to time.  
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In addition to evaluating overall revenue increases from one period to another, management analyzes 
revenue in terms of its main components during a given period.  These components comprise contracted 
revenue as at the beginning of the period, revenue from renewed contracts, additional revenue from existing 
customers, revenue from new customers, usage revenue (mainly related to overage usage of managed 
bandwidth and data backup/restore services) and set-up fees, net of unexpected early termination of 
contracts or services.  From time to time, certain customers may request changes/cancellation of certain 
components of Q9’s services prior to the expiry of their contracts with the Company.  In limited cases and 
only when sound business reasons exist, Q9 may accept such requests, which would result in an unexpected 
early termination.  The table below sets out this analysis for the three months ended October 31, 2004: 
 
 

Three Months Ended October 31, 2004 

Revenue Components: (In thousands) 
  

% of Total 

    Contracted revenue as at July 31, 2004        $        6,169 84% 
    Contract renewals in current quarter                     166 2% 
    Contract additions in current quarter                     476 7% 
    Usage                     354 5% 
    Early contract terminations                     (13) 0% 
    Set-up fees                    190 2% 

 Total Revenue $      7,342 100% 
 
 
As at October 31, 2004 the existing contracted revenue for the three months ending January 31, 2005 is 
$7.06 million, a 14% increase over the contracted revenue of $6.17 million at the beginning of the three 
months ended October 31, 2004.  This contracted revenue is subject to early termination adjustments as 
described above.  Q9 expects that in the three months ending January 31, 2005, the Company will generate 
additional revenue from contract renewals as well as from additional services delivered to customers during 
the quarter. 
 
Cost of Revenue: 
 
Cost of revenue consists primarily of the costs directly related to revenue including rent, staffing, 
infrastructure amortization and maintenance, bandwidth and carrier circuits with the most significant 
components being rent, staffing and related expenses and amortization of infrastructure and equipment.  
 
Overall cost of revenue increased to $20.77 million for the fiscal year ended October 31, 2004 compared to 
$20.63 million for the same period in 2003.  These amounts included $6.83 million and $7.55 million, in 
amortization expenses, for the fiscal years ended October 31, 2004 and 2003, respectively.   
 
The increase in overall cost of revenue in the fiscal year ended October 31, 2004 compared to the same 
period in 2003 was primarily a result of an increase in rent expense of $0.79 million as a result of the sale-
leaseback of the Brampton data centre in March 2003, an increase in power and cooling of $0.18 million 
associated with the growth of Q9’s customer base, an increase in network costs of $0.36 million associated 
with expanding the Q9 network and an increase in maintenance and miscellaneous expenses of $0.19 
million.  The increase was partially offset by lower bandwidth expense of $0.51 million as a result of the 
negotiation of more favourable bandwidth prices with Q9’s suppliers, lower staffing and security costs of 
$0.15 million and lower amortization expense of $0.72 million as a result of the sale-leaseback of the 
Brampton data centre as well as due to certain equipment, while still in use, being fully depreciated.   
 
Total cost of revenue is expected to increase in the future as a result of increases in revenue.  However, 
substantial components of our cost of revenue are fixed in nature, within each data centre, and are not 
expected to vary significantly from period to period.  The variable components, including utilities and 
bandwidth (subject to revised pricing at renewal of contracts) and to a lesser degree amortization will likely 
increase as revenue increases.  As the majority of our cost of revenue is fixed, we anticipate that any 
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growth in revenue, in currently operational data centres, will have a significant incremental flow through to 
gross margin. 
 
 
Operating Expenses: 
 
Operating expenses typically consist of sales and marketing, general and administrative and amortization 
related to capital assets that are not directly used in generating revenue.  The table below sets out a 
comparison of these expense items for the fiscal years ended October 31, 2004 and 2003. 
 

(In $ thousands) Year Ended October 31 
  2004 % 2003 % 

Operating Expenses:     
  Sales and Marketing 4,529 36% 4,365 36% 
  General and Administration 5,991 48% 5,648 47% 
  Lease Termination Costs 1,571 12% 1,297 11% 
  Amortization 550 4% 763 6% 

     
Total Operating Expenses 12,641 100% 12,073 100% 

 
 
Operating expenses for the fiscal years ended October 31, 2004 and 2003 were $12.64 million and $12.07 
million, respectively, a year over year increase of 5%.  Excluding lease termination costs in the fiscal years 
ended October 31, 2004 and 2003, operating expenses would have increased by 3%.  
 
Sales and marketing expenses for the fiscal year ended October 31, 2004 increased by $0.16 million to 
$4.53 million from $4.37 million in the fiscal year ended October 31, 2003, a 4% increase.  Within sales 
and marketing, stock-based compensation expense increased by $0.20 million, salaries and commissions 
increased by $0.23 million due to increased revenue activities while marketing and referral expenses 
declined by $0.24 million. Sales salaries and commissions may increase as revenue continues to increase 
and marketing expenses may increase as the Company continues to assess various marketing and 
promotional opportunities. 
 
General and administrative expenses increased to $5.99 million for the fiscal year ended October 31, 2004 
compared to $5.65 million for the same period in 2003, a 6% increase.   This increase was due to an 
increase in salaries of $0.24 million, an increase in stock-based compensation expense of $0.81 million, an 
increase in professional and other fees of $0.18 million and an increase in insurance expense of $0.14 
million (the latter two items being a result of Q9 becoming a publicly owned company).  The increase was 
partially offset by lower rent in the amount of $0.87 million as a result of the termination of the lease 
related to the Ottawa space in July 2003 and February 2004 and a property tax reclassification of $0.15 
million as a result of the sale-leaseback of the Brampton facility in March 2003.  General and 
administrative expenses may increase in the future as the Company pursues its growth strategy. 
 
Lease termination costs were $1.57 million and $1.29 million for the fiscal years ended October 31, 2004 
and 2003.  These costs were related to the termination of certain contracts with respect to the Ottawa and 
Brampton facilities.  Q9 has no further obligations with respect to those contracts. 
 
Amortization is related to those assets that are not directly related to the generation of revenue.  The decline 
in amortization is mainly related to the fact that certain assets, while still in use, have been fully 
depreciated.   
 
Other income and expenses: 
 
Interest income increased by $0.12 million to $1.28 million in the fiscal year ended October 31, 2004 as 
compared to the same period in 2003.  The increase was a result of higher average cash, cash equivalent 
and short-term investment balances but was offset by lower prevailing interest rates on investments during 
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the 2004 fiscal year as compared to 2003. 
 
Interest expense was $0.01 million for the fiscal year ended October 31, 2004 compared to $0.05 million 
for the fiscal year ended October 31, 2003.  The decrease in interest expense was attributed to the full 
repayment of Q9's debt facilities during the year ended October 31, 2003. Given the cash position of the 
Company, management decided to repay in full the amounts owing under the debt facilities during this 
period. Management does not foresee entering into any material debt facilities in the foreseeable future. 
 
Accretion of interest on redeemable Class C convertible preference shares was nil in the fiscal year ended 
October 31, 2004 as compared to $14.69 million in the fiscal year ended October 31, 2003. As the 
redemption feature on the Class C preference shares was waived on October 27, 2003, these preference 
shares no longer met the definition of a liability and were reclassified to shareholders’ equity.  Hence, no 
interest was accreted during the 2004 fiscal year.  Please see Recent Accounting Pronouncements for 
details. 
 
As the Company generated losses during the year, tax expense for each period presented pertained to the 
federal large corporations tax.  There was no federal large corporations tax for the fiscal year ended 
October 31, 2004 mainly due to changes in federal tax rules during the year. 
 
Summary of Quarterly Results 
 
The following table sets out certain operating results and balance sheet items for the past eight quarters. 
 
 (In $ thousands, except per 
share figures) Quarters Ended 

  Oct. 31, Jul. 31,  Apr. 30, Jan. 31,  Oct. 31,  Jul. 31, Apr. 30,  Jan. 31, 

  2004 2004 2004 2004 2003 2003 2003 2003

  

Revenue 7,342 6,593 6,272 6,061 5,707 5,124 4,531 4,148

Gross Margin 1,884 1,380 1,091 1,145 645 (172) (770) (822)

Loss from operations (1,294) (1,618) (2,926) (1,303) (2,057) (3,955) (3,495) (3,685)

Loss for the period (857) (1,279) (2,689) (1,037) (5,566) (7,438) (7,048) (7,283)

Cash Flow from operations 2,159 639 832 956 36 (1,118) (883) (2,017)

Cash and cash equivalents 6,135 5,550 17,950 4,058 2,195 2,265 1,885 3,996

Short-term investments 64,023 64,178 53,900 38,382 39,638 39,942 40,601 27,992

Capital assets 38,212 38,855 37,769 37,142 38,572 40,056 41,816 54,359

Total assets 112,156 112,708 113,961 84,660 85,235 88,670 92,293 94,552

Deferred revenue 3,639 3,165 2,906 2,641 2,517 2,336 1,966 1,662
Redeemable Class C convertible 
preference shares - - - - - 79,232 75,561 71,889

Shareholders’ equity 102,038 102,336 103,044 76,856 77,893 2,213 9,650 16,697

   

Basic and diluted loss per share (0.04) (0.06) (3.21) (2.61) (13.98) (18.70) (17.72) (18.31)
Pro forma basic and diluted loss 
per share (0.04) (0.06) (0.16) (0.06) (0.11) (0.22) (0.21) (0.21)
Note:  Pro forma figures retroactively reflect the impact of the conversion, on April 29, 2004, of the then outstanding shares to common 
shares and the consolidation of the common shares on a five-to-one basis, see “Key Developments in Fiscal 2004”. 
Note:  Loss from operations and Loss for the period for the quarters ended April 30, 2004 and October 31, 2003 included lease termination 
costs of $1.57 million and $1.29 million, respectively. 
 
Liquidity and Capital Resources 
 
Q9 has historically financed its operations through the sale of common and preference shares and through 
the issuance of debt.  As indicated above under Recent Developments, the Company completed its IPO on 
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April 29, 2004 through which Q9 raised $28.82 million (net of financing and transaction fees).  As at 
October 31, 2004, the Company had cash, cash equivalents and short-term investments of $71.30 million 
(including $1.14 million in restricted cash), compared to $44.10 million (including $2.27 million in 
restricted cash) as at October 31, 2003.  Other than $0.79 million in notes payable to an equipment supplier, 
the Company had no debt outstanding. 
 
For the fiscal years ended October 31, 2004 and 2003, cash provided by (used in) operating activities was 
$4.59 million and $(3.98) million, respectively.  Cash provided by operations in the fiscal year ended 
October 31, 2004 resulted principally from a significant improvement in the Company’s operating results 
as well as a net decrease in working capital requirements. 
 
Cash flow from operations for each of the four quarters of the fiscal year ended October 31, 2004 was 
positive.  We believe that our recurring revenue has grown to levels that are sufficient to meet our ongoing 
operating cash requirements, given our predominantly fixed cost structure within each operational data 
centre.  We expect to continue to generate positive cash flow from operations in the future.  However the 
implementation of one or more of the growth strategies outlined above may have a negative impact on our 
expenses and cash flow from operations.   
 
For the fiscal years ended October 31, 2004 and 2003, cash provided by (used in) financing activities was 
$29.37 million and $(0.03) million, respectively.   Cash provided by financing activities in the fiscal year 
ended October 31, 2004 resulted primarily from the completion of the Company’s IPO as discussed 
previously, as well as issuance of $1.11 million of notes payable, net of a repayment of $0.79 million in 
notes payable, and the receipt of $0.19 million in a leasehold improvement allowance.   
 
In the fiscal years ended October 31, 2004 and 2003, cash provided by (used in) investing activities was 
$(30.02) million and $2.93 million respectively.  Cash used in investing activities in the fiscal year ended 
October 31, 2004 resulted primarily from the purchase of short-term investments and capital assets.  Q9’s 
capital expenditures primarily related to the expansion of the Toronto data centre as well as to customer 
related capital expenditures, which included cabinets/cages and computer equipment, such as servers, 
routers and firewalls.  In the fiscal year ended October 31, 2004, the Company paid $6.77 million for 
capital assets and purchased $23.23 million of short-term investments. 
 
The Company anticipates incurring certain capital expenditures in connection with opening the Brampton 
data centre.  Furthermore, Q9 expects to incur customer related capital expenditures that are success based 
and will vary with the level of revenue.  The table below sets out the Company’s future contractual 
obligations as at October 31, 2004.   
 

As at October 31, 2004 Payments Due by Period 
 (In $ thousands)  Less than 1 to 3 4 to 5 5 to 20 
 Total 1 year years years Years 

Contractual Obligations:  
  Real Property Operating Leases 39,535 3,331 7,455 7,916 20,833 
  Notes Payable 789 789 - - - 
  Commitments Under Contract 2,460 1,236 272 112 840 

  Purchase Obligations note (1) 1,487 1,487 - - - 

Total Contractual Obligations 44,271 6,843 7,727 8,028 21,673 
Note (1) Purchase obligations reflect commitments to vendors related to capital expenditure and the purchase of goods and services 
that are enforceable and legally binding and that specify all significant terms. 

 
Management believes that the Company’s current cash and short-term investments and anticipated cash 
flow from operations will be sufficient to meet its working capital and capital expenditure requirements for 
the foreseeable future. 
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will not be able to develop co-location services or other infrastructure expertise comparable or superior to 
those developed by the Company or to adapt more quickly than the Company to new technologies, 
evolving industry standards or customer requirements. 
 
Q9 believes it is well positioned to compete as an outsourced Internet infrastructure and related managed 
services provider. However, certain of Q9's competitors or potential competitors have or may have far 
greater financial resources, brand recognition and established business relationships with enterprises in Q9's 
target market than Q9 has at the present time.  
 
Price Sensitive Market 
 
Q9's services are currently priced on a value basis and accordingly command a premium over certain other 
alternatives. However, the competitive market in which Q9 conducts its business could require the 
Company to reduce its prices. If Q9's competitors offer discounts on certain products or services in an 
effort to recapture or gain market share or to sell other products, the Company may be required to lower 
prices or offer other favourable terms to compete successfully. Any such changes would likely reduce Q9's 
margins and could adversely affect operating results. Some of the Company's competitors may bundle 
products and services that compete with Q9's for promotional purposes or as a long-term pricing strategy or 
provide guarantees of prices and product implementations. These practices could, over time, limit the prices 
that Q9 can charge for its products. If Q9 cannot offset price reductions with a corresponding increase in 
the number of sales or with lower spending, then the reduced revenues resulting from lower prices would 
adversely affect the Company's margins and operating results. 
 
 


