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AIM HEALTH GROUP INC.  

Consolidated Balance Sheets  

                           September 30,        December 31, 
   2008 2007 
   (unaudited) 
   
 

Assets 
 
Current assets: 

Accounts receivable   $ 4,763,554  $    5,633,591 
Prepaid expenses and supplies  1,231,160 499,315 
Future income taxes   266,398 645,210 
   6,261,112 6,778,116 

 
Property and equipment (note 3)  3,494,550 3,177,250 
Future income taxes    1,190,661 755,039 
Goodwill   4,624,729 4,395,713 
 
    $ 15,571,052 $ 15,106,118 
 

Liabilities and Shareholders' Equity 
 

Current liabilities: 
Bank indebtedness (note 4)   $ 699,206 $ 2,344,374 
Accounts payable and accrued liabilities  2,056,258 2,892,301 
Current portion of long-term debt    441,646 691,657 
Current portion of capital lease    151,967 169,138 
Equity advances from Orior Technology Inc.  – 250,000 
Current portion of convertible notes (note 7)  – 743,387 
   3,349,077 7,090,857 

 
Capital lease  – 109,683 
Lease inducement  673,606 740,798 
Advances from shareholders (note 5)  – 396,867 
Advances from an affiliated company (note 6)  727,718 727,718 
Debentures payable (note 8)  1,775,087 1,711,254 
Warrants (note 8)  – 233,000 
 
Non-controlling interest  – 25,930 
 
Shareholders' equity: 

Share capital (note 9): 
Common shares  7,894,041 2,953,339 
Warrants (note 8)  233,000 – 
Equity component of convertible notes   – 60,051 

Retained earnings  918,523 1,056,621 
   9,045,564 4,070,011 

 
    $ 15,571,052 $ 15,106,118 

 
   

 

See accompanying notes to unaudited consolidated financial statements 
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AIM HEALTH GROUP INC.  
Consolidated Statements of Earnings and Comprehensive Income  
(unaudited) 

                                      Three months ended            Nine months ended   
                                       September 30,                    September 30, 
   2008 2007              2008              2007 
   
 
Revenue   $ 7,031,236  $ 7,218,296 $ 21,950,418 $ 21,083,131   
 
Operating expense  5,488,120 5,690,354 17,505,269 16,572,364 
 
Earnings before the undernoted  1,543,116 1,527,924 4,445,149 4,510,767  
 
Other expenses: 

General and administrative  596,740 588,239 1,604,549 1,555,194  
Location and equipment leases  715,514 622,411 2,193,778 2,071,028  
Interest expense 
   Long-term debt  46,151 104,237 326,505 299,754 
   Bank indebtedness  10,578 23,928 39,321 71,788 
Accretion and interest expense  

relating to convertible  
notes, debentures and warrants  19,416 48,043 92,461 96,452  

Depreciation of property 
    and equipment  136,331 63,873 379,738 279,007  
   1,524,730 1,450,731 4,636,352 4,373,223  

 
Income (loss) before income taxes 

and non-controlling interest  18,386 77,211 (191,204) 137,544  
 
Future income taxes expense (recovery):   
 Current  – (131) – (131)  
 Future  6,067 18,100 (56,810) 36,200 
   6,067 17,969 (56,810) 36,069  
 

Income (loss) before non-controlling  
interest  12,319 59,242 (134,394) 101,475 

 
Non-controlling interest  – 3,231 (3,704)          (9,734) 
 
Net income (loss) and  

comprehensive income (loss)    $  12,319     $  62,473      $  (138,098)      $  91,741 

 
Income (loss) per share: 
  Basic    (0.00)             (4.65)             (0.00)             6.83 
  Diluted     (0.00)             (5.74)             (0.00)             6.61 
 

 

See accompanying notes to unaudited consolidated financial statements 
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AIM HEALTH GROUP INC.  
Consolidated Statements of Cash Flow 
(unaudited) 

                                      Three months ended            Nine months ended   
                                       September 30,                    September 30, 
   2008 2007              2008              2007 
   
Cash provided by (used in):      
 
Operations: 

Net income (loss)  $  12,319 $  62,473  $  (138,098) $  91,741  
Items not involving cash: 
  Depreciation of property 
      and equipment  136,331       63,873 379,738 279,007  
  Future income taxes  6,067  (45,525)    (56,810)          36,200 
  Lease inducement  (22,384) (11,497) (67,192)        (34,497) 
  Accretion and interest expense relating  

  to convertible notes,  
     debentures and warrants  19,416 48,043 92,461 96,452  
Non-controlling interest  – (3,231) (3,704) 9,734  

   151,749   114,136 206,395 478,637  
      Change in non-cash operating 
      working capital: 

  Accounts receivable  479,097 871,169 870,037 (1,175,507) 
  Prepaid expenses  
     and supplies  (203,730) 21,904 (731,845) (144,167)  
Accounts payable and 
     Accrued liabilities  (524,594) (968,157) (864,671) (167,390) 
   (97,478) 39,052 (520,084) (1,008,427)  

Financing: 
Increase (decrease) in 
    bank indebtedness       424,639  253,636  (1,645,168) (224,994)  
Repayment of long-term debt  (83,337)  (75,335)  (250,011) (225,262)  
Repayment of capital lease  (42,285)  (39,483)  (126,854) (118,453) 
Repayment of equity advance  – 250,000 (250,000) 250,000  
Issuance of debentures payable               – 258,000 – 1,852,220 
Repayment of convertible note  – (98,451) – (58,400) 
Redemption of preferred shares       – – – (35,000) 
Proceeds from issuance of warrants      – (233,000) – – 

Proceeds from issuance of shares                          (5,780) – 3,886,022 – 

Decrease in advance from shareholder  (86,673) (7,123) (396,867) (34,547)   

           206,564  308,244 1,217,122 1,405,564  
Investments: 

Additions to property  
and equipment  (109,086) (347,296) (697,038) (397,137)  

 
Increase in cash, being cash, 
   end of period   $ – $ – $ – $ – 
 

 
Supplemental cash flow information: 

Interest paid, net  $  73,616 $  102,233 $  429,751 $  345,610 

 

See accompanying notes to unaudited consolidated financial statements 
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AIM HEALTH GROUP INC.  
Consolidated Statements of Shareholders' Equity  
(unaudited) 

     
                                                                                     Nine months ended        Nine months ended 
                                                                                    September 30, 2008      September 30, 2007 
     
 
Total shareholders' equity, beginning of period 

Common shares, beginning of period                                   $  2,953,339                       $ 2,953,339 
Issued during the period                                                            4,940,702                                       –  

Common shares, end of period                                                 7,894,041     2,953,339   
 

Warrants, beginning of period                                                                 –                       – 
Transferred from liabilities                                                            233,000                    – 
Warrants, end of period                                                                233,000                                      – 

 
Preference shares, beginning of period                                                  –                    1 
Repurchased of preference shares                                                         –                        (1) 
Preference shares, end of period      –                                       – 

 
Equity component of convertible notes, 

beginning of period                                                                      60,051                         60,051   
Conversion to share capital                                                           (60,051)                  –   
Equity component of convertible notes, end of period                             –           60,051  

 
Retained earnings, beginning of period                                      1,056,621                        1,212,346   
Net income (loss)                                                                        (138,098)                             91,741 
Redemption of preference shares                                                           –                            (34,999)   
Retained earnings, end of period                                                  918,523                         1,269,088  

 
Total shareholders' equity, end of period                                      $  9,045,564                    $  4,282,478  
 

See accompanying notes to unaudited consolidated financial statements 
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(unaudited) 
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AIM Health Group Inc. (the "Company") (formerly Orior Technologies Inc.) was incorporated on July 

13, 2005 under the Ontario Business Corporations Act and provides healthcare services primarily in 

the province of Ontario. On May 1, 2008 the Company completed a transaction whereby it acquired all 

of the issued and outstanding shares of AIM Health Group Ltd. (“AIM”) in exchange for 33,333,333 

common shares of the Company (see note 2). The Company’s shares trade on the TSX Venture 

Exchange under the symbol AHG. 

1. Significant accounting policies: 

(a) Basis of presentation: 

These interim unaudited consolidated financial statements do not contain all disclosures 

required by Canadian generally accepted accounting principles (GAAP) for annual financial 

statements. As a result, these interim consolidated financial statements should be read in 

conjunction with the Company’s audited consolidated financial statements and notes thereto 

for the year ended December 31, 2007. These consolidated financial statements include the 

accounts of the Company and its subsidiaries. All intercompany transactions and balances 

have been eliminated on consolidation. These consolidated financial statements have not 

been audited or reviewed on behalf of the shareholders by the independant external 

auditors of AIM, KPMG LLP. 

  (b)  Adoption of new accounting standards: 

On January 1, 2008 the Company adopted CICA section 3862, ‘‘Financial Instruments – 

Disclosures’’ and section 3863, ‘‘Financial Instruments – Presentation’’. These sections 

require the disclosure of information with regards to the significance of financial instruments 

for the Company’s financial position and performance, the nature and extent of risks arising 

from financial instruments to which the Company is exposed during the period and at the 

balance sheet date, and how the company manages those risks. These standards replace 

CICA Handbook section 3861, ‘‘Financial Instruments’’. The additional disclosures required 

as a result of adopting these standards are included in note 10. 

(c) Capital disclosures: 

CICA Handbook Section 1535, Capital Disclosures, requires disclosure of an entity’s 

objectives, policies and processes for managing capital, quantitative data about what the 

entity regards as capital and whether the entity has complied with any capital requirements 

and, if it has not complied, the consequences of such non-compliance.  This standard is 

effective for the Company for financial statements beginning on January 1, 2008 and the 

required disclosures have been provided in note 10. 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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1. Significant accounting policies (continued): 

(d) Future Accounting Standards: 

(i)      In February 2008, the CICA issued Handbook Section 3064,’’Goodwill and Intangible 

Assets’’, replacing section 3062, ‘‘Goodwill and Other Intangible Assets’’, and Section 3450, 

‘‘Research and Development Costs’’. This section established standards for the recognition, 

measurement, presentation and disclosure of goodwill subsequent to its initial recognition 

and of intangible assets by profit-oriented enterprises. Standards concerning goodwill are 

unchanged from the standards included in the previous Section 3062. The new standard is 

effective for the Company’s interim and annual financial statements commencing January 

1, 2009. The Company is in the process of assessing the impact of this new standard on its 

consolidated financial statements. 

 (ii) In February 2008, the Canadian Accounting Standards Board confirmed that the use 

of International Financial Reporting Standards (“IFRS”) will be required for Canadian 

publicly accountable enterprises for years beginning on or after January 1, 2011.  The 

Company is currently evaluating the impact of adopting IFRS. 

2. Business acquisition:  

On May 1, 2008, as a result of an exchange of shares, AIM completed a reverse-takeover of 

the Company, whereby the controlling shareholders of AIM became the controlling 

shareholders of the Company. This transaction was accounted for as a reverse takeover 

(“RTO”) of the Company by AIM. Consequently, the consolidated statements of operations 

and cash flows include AIM’s results of operation, retained earnings and cash flows from date 

of inception and the Company’s results of operations and cash flows from May 1, 2008. The 

issued number of common shares is that of the Company. 

At a shareholder meeting on June 3, 2008 the shareholders of the Company approved a 

name change to AIM Health Group Inc. 

 

 

 

 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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2. Business acquisition (continued):  

In connection with the closing of the transaction, the Company issued an aggregate of 

51,653,741 common shares in exchange for all of the common shares of AIM outstanding on 

the closing date, including: 

(i) 33,333,333 common shares to the historical shareholders of AIM; 

(ii) 13,970,878 common shares issued to Business, Engineering, Science & Technology 

Discovery Fund Inc and B.E.S.T. Total Return Fund Inc. (herein collectively called the 

“BEST Funds”) which had acquired AIM common shares for an aggregate 

subscription price of approximately $3 million pursuant to a subscription agreement 

dated February 5, 2008; 

(iii) 666,666 common shares issued to BEST Funds, which had acquired AIM common 

shares upon the exercise of nominal value warrants granted to BEST Funds as part 

of a $2 million debenture financing completed between AIM and BEST Funds in 2007; 

and 

(iv) 3,682,864 common shares issued in exchange for AIM common shares issuable 

upon automatic conversion of outstanding AIM convertible notes in the aggregate 

principal amount of approximately $0.7 million. 

In addition, the Company issued an aggregate of 1,323,018 common shares in exchange for 

the outstanding shares of several AIM subsidiary companies not previously 100% owned by 

AIM. 

The cost of the purchase of $945,425 is based on the fair value of the equity interest in the 

Company deemed to be given by the Company to the third party shareholders.  The amount 

assigned to the total assets of Orior is $1,052,119 being the cash on hand and loan to 

affiliated company, and the amount assigned to liabilities was $106,994 being the fair value of 

all liabilities at the time of the transaction. 

 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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3.       Property and equipment: 

 

   Accumulated Net book 
September 30, 2008 Cost depreciation value 
 
Furniture and equipment $ 1,148,113  1,003,781 $ 144,332 
Computer equipment and software 979,567 710,768 268,799 
Software  97,284  21,982  75,302 
Medical equipment 1,489,139 229,088 1,260,050 
Leasehold improvements 3,422,833 1,676,767 1,746,066 

 
  $ 7,136,936 $ 3,642,386 $ 3,494,550 

 

 

   Accumulated Net book 
December 31, 2007 Cost depreciation value 
 
Furniture and equipment $ 971,003 $ 449,147 $ 521,856 
Computer equipment and software 914,909 639,192 275,717 
Medical equipment 1,235,084 504,718 730,366 
Leasehold improvements 3,318,902 1,669,591 1,649,311 
 
  $ 6,439,898 $ 3,262,648 $ 3,177,250 

 

4.       Bank indebtedness: 

The Company has an available operating line of credit of $3,500,000 payable on demand, which 

bears interest at prime plus 0.75% and is secured by a general security agreement on the 

Company's assets, an assignment of fire insurance and a personal guarantee of a shareholder 

limited to $600,000.  The Company is subject to certain financial and non-financial covenants.  

As at September 30, 2008 the Company is not in compliance with all financial covenants 

relating to trailing minimum cash flow levels. As a result, the long-term debt with this financial 

institution has been recorded as a current liability. 

5. Advances from shareholders: 

The amounts advanced from the shareholders bear annual interest at a rate of 10%, are due on 

demand and are unsecured.  As at September 30, 2008 the balance was repaid. Interest for the 

nine month period ended September 30, 2008 was nil (September 30, 2007 $29,754).   

 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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6. Advances from an affiliated company and related party transactions: 

The Chief Executive Officer and the Chief Financial Officer of the Company control an affiliated 

company, 2031086 Ontario Inc.  The advances from 2031086 Ontario Inc. are due on demand, 

bear interest at 10% and are unsecured.  Interest for the nine months ended September 30, 

2008 was $54,579 (September 30, 2007: $54,579). The affiliated company has indicated that 

repayment will not be demanded prior to October 1, 2009.   

The lease for a specialty centre in Waterloo, Ontario was, until August 2007, with this affiliated 

company after which the lease was with an arm’s length party.  Rent for the 9 months ended 

September 30, 2008 was nil (2007 – $200,000).  

The rehabilitation clinic located in Strathroy, Ontario is leased from a company controlled by the 

Chief Executive Officer of the Company.  Total rent paid for the nine months ended September 

30, 2008 was $36,000 (2007 - $36,000). 

These transactions are in the normal course of business and are measured at the exchange 

amount, which is the amount of consideration established and agreed to by the related parties. 

7.       Convertible notes: 

During 2006, the Company issued a series of convertible notes, totalling $720,000.  The 

convertible notes are unsecured, interest bearing at 8% payable annually, and were due on April 

30, 2008.  The notes would convert into common shares of the Company at a conversion price 

equal to a 15% discount to the financing price in the event the Company went public prior to 

April 30, 2008. On May 1, 2008 as part of the going public transaction these convertible notes 

were converted into 3,682,864 common shares. 

The equity element of the convertible notes was comprised of the value of the conversion 

option, being the difference between the face value of the convertible notes and the liability 

element already calculated.  

Interest expense on convertible notes for the nine month period ended September 30, 2008 

includes accretion of $34,213 (2007 – $33,779).  



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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8.     Debentures payable:  

On March 2, 2007, the Company entered into an agreement with BEST Funds. Under the terms 

of this agreement, the Company received $2,000,000 in subordinated debenture financing.  The 

principal terms of the subordinated debentures are that they bear interest payable quarterly at 

10% per annum, and have a term of three years, with principal due upon maturity of the loan.  

The Company may repay the principal without notice or penalty at any time. 

As a financing incentive, Best Funds received warrants to purchase common shares of the 

Company.  The warrants were exercisable at the holder's option into common shares of the 

Company. Upon the completion of the going public transaction (note 2) these warrants were 

exchanged for warrants in the public company. As part of the go public transaction, the put 

rights of the warrants expired and the unexercised warrants were transferred to equity. The 

warrants, after exchange into warrants in the public company, were issued as follows: 

(i) 269 warrants were exercised for 666,666 warrants. 666,666 warrants to purchase 

666,666 common shares of the Company at a cost of $0.0001 per share; These zero 

cost warrants were exercised as part of the going public transaction (note 2) which are 

recorded in share capital 

(ii) 666,666 warrants to purchase 666,666 common shares of the Company at a cost of 

$0.35 per share; and 

(iii) 1,000,000 warrants to purchase 1,000,000 common shares of the Company at a cost of 

$0.45 per share. 

 

  September 30, 2008 
    
Proceeds from debentures   $ 2,000,000 
Less fair value of warrants  233,000 
 
   1,767,000 
 
Less financing costs  172,780 
   1,594,220 
 
Accumulated accretion and interest  180,867 
 
    $ 1,775,087 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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8. Debentures payable (continued): 

Security for the Subordinated Debenture includes a fixed and floating charge on all assets of 

the Company and an assignment of key man life insurance in the total amount of $1,000,000 

for each of two shareholders. Under the debenture agreement the Company is subject to 

certain financial and non-financial covenants. As at September 30, 2008, the Company is in 

compliance with all financial and non-financial covenants. The Company incurred $172,780 as 

costs of this financing and these costs were recorded as a reduction in the proceeds received 

on the financing, and amortized over the term of the debenture using the effective interest rate 

method.  

The fair value of the warrants was calculated using the following assumptions:  December 31, 

2007: volatility 60%, risk-free interest rate 4.07% and expected life of option three years. 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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9. Share capital: 
 

             Authorized: 
Unlimited number of common shares 
Unlimited number of preference shares 

 
   Issued and outstanding: 

 (i) Common shares:  

 

  Number Amount 
 
Balance, December 31, 2007 7,350,000 945,425 
   Issued to acquire AIM 33,333,333 2,953,339 
   Issued to private placement investors 13,970,878 3,000,000 
   Issued on conversion of convertible notes 3,682,864 717,728 
   Issued on purchase of non-controlling 
     shareholder interests 1,323,018 258,650 
   Issued on exercise of warrants 666,666 – 
   Transfer of equity portion of convertible notes –    60,051 
   Transaction costs – (41,152) 
  
Balance, September 30, 2008   60,326,759 $ 7,894,041 

 

During February 2008, AIM issued, on a private placement basis, 5,252 AIM Common 

Shares for gross proceeds of approximately $3.0 million to BEST Funds and investors 

arranged by BEST Funds. In connection with the private placement, BEST Funds agreed to 

exchange the AIM Common Shares acquired pursuant to the Private Placement for 

13,043,478 Orior Common Shares at $0.23 per Orior Common Share in order to complete 

the going public Transaction. 

In addition, AIM agreed to issue to BEST Funds additional common shares if AIM did not 

complete a Qualifying Transaction prior a specific date, which it did not and accordingly 

927,400 additional common shares were issued to BEST Funds as part of the go public 

transaction, resulting in 13,970,878 shares in aggregate being issued to BEST Funds. 

(ii)  Stock options: 

The Board of Directors approved the granting of stock options to certain employees and 

consultants on an individual basis under which a maximum number of common shares 

equal to 10% of the issue and outstanding shares may be reserved for issue under the plan. 

In addition, options may not be granted to an individual to purchase in excess of 5% of the 

then outstanding shares. 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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9. Share capital (continued): 

The vesting period of these options has been determined by the Board of Directors and    

generally will range from immediate to three years from the date of grant. The following table 

summarizes options outstanding: 

 

 

                                Balance                         Balance   Remaining 

Expiry                       Exercise    December 31,        Granted September 30,  contractual 

Date                    price                   2007        (expired)                  2008   life (years) 

  

September 25, 2008       $0.20              505,000         (505,000)                  -               n/a 

September 28, 2011       $0.20              735,000                      -            735,000              3.0  

April 20, 2013                 $0.23                 -         2,440,000        2,440,000              4.5 
 

                                                         1,240,000         2,440,000        3,175,000 

 

The fair value of the options granted during the period was calculated using the following 

assumptions:  December 31, 2007: volatility 60%, risk-free interest rate 4% and expected 

life of option three years. 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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10. Financial risk management: 

The Company’s financial instruments are exposed to certain financial risks, including credit 

risk, market risk, liquidity risk, and fair value. These risks are assessed regularly and when 

appropriate the Company takes steps to mitigate these risks. 

 (a)  Credit risk 

The Company, in the normal course of business, monitors the financial condition of its 

customers and reviews the credit history of each new customer. Other than receivables 

from the Ontario Ministry of Health, the Company does not have a significant exposure to 

any individual customer or counter party. The Company establishes an allowance for 

doubtful accounts that corresponds to the credit risk of specific customers, historical trends 

and economic circumstances.  The Company does not believe that it is exposed to an 

unusual level of customer credit risk. 

The Company establishes an allowance for doubtful accounts that represent its estimate of 

incurred losses in respect of trade receivables. The main components of this allowance are 

a specific loss component that relates to individual significant exposures, and an overall 

loss component established based on historical trends and other information.  

Accounts receivable are non-interest bearing and are generally due within periods up to 120 

days. At September 30, 2008, the allowance for doubtful accounts was $72,041. The 

changes in the allowance during the period were as follows: 

 

      Three months ended 
                               September 30, 2008 
 

Allowance at beginning of period                 $      72,350 

Impairment of receivables                                       9,707 

Receivables written-off as uncollectable          (10,016) 

Allowance at end of period                              $       72,041 

 

 

 

 

 

 

 

 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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10. Financial risk management (continued):  

(a)  Credit risk (continued)  

 

At September 30, 2008, the trade receivables over 120 days that are past due but not 

impaired was: 

 

    
                                                          < 120 days                > 120 days                      Total 
 

Gross trade accounts receivable   $  4,142,738              $ 603,878             $  4,746,617 

Allowance for doubtful accounts        -             (72,041)                    (72,041) 

Net trade accounts receivable                   4,142,738                  531,837                 4,674,575 

             

Non-trade accounts receivable                                      88,979 

Reported accounts receivable       $ 4,763,554

     

 

(b)  Market risk 

The Company has floating rate debt for its long-term debt and current bank overdraft which 

is subject to risks in the changes in the effective interest rate.  The Company mitigates this 

risk by controlling the size of its overdraft. 

(c)  Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as 

they fall due. The Company monitors collection efforts to ensure sufficient cash flows are 

generated from operations to meet current debt requirements. The Company has a 

revolving credit facility that permits the Company to borrow funds up to $3.5 million, subject 

to standard borrowing base calculations. At September 30, 2008, the Company had a 

substantial undrawn availability under its revolving loan facility. The Company monitors cash 

flow on a daily basis and in aggregate through its annual budgeting process. The Company 

expects that cash flow from operations in Fiscal 2009 together with the availability under the 

revolving credit facility will be adequate to fund on-going investments in working capital and 

capital expenditures. 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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10. Financial risk management (continued): 

The carrying value of long-term debt and debenture payable approximate fair value as the 

terms and conditions for similar type of borrowing arrangement are comparable to current 

market conditions for similar items. 

The fair value of advances from shareholders and advances from affiliated company and 

are not readily obtainable due to the lack of comparable information. 

(f)  Capital Management: 

The Company defines capital that it manages as the aggregate of its debt and    

shareholders’ equity, which is comprised of share capital and retained earnings.  Debt is 

defined as current and long-term interest-bearing debt, bank indebtedness, long term debt, 

advances from shareholders and affiliated Company and debenture payable.  The objective 

of the Company’s capital management is to optimize returns to shareholders and investors 

while supporting and fostering the future growth of the Company.  As at September 30, 

2008 the Company believes that its debt to equity ratio is appropriate given the history of 

earnings and other balance sheet considerations.   

The Company’s policy is to reinvest earnings to support future growth of the Company and 

as such the Company does not currently pay dividends.  Any changes to this policy would 

require approval of the Board of Directors. 

There were no changes in the Company’s approach to capital management during the 

period.  The Company is not subject to externally imposed capital requirements other than 

those related to its bank lending agreements. 



AIM HEALTH GROUP INC.  
Notes to Consolidated Financial Statements (continued) 
Three and nine months ended September 30, 2008 and 2007 
(unaudited) 
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11. Income (loss) per share: 

The computations for basic and diluted income (loss) per share are as follows: 

  

                                      Three months ended            Nine months ended   
                                       September 30,                    September 30, 

  2008 2007              2008              2007 

 
       Net income (loss)                         $  12,319    $    62,473  $  (138,098)       $  91,741 
 

 
Weighted average number  
   of common shares outstanding:          60,326,759          13,423           39,369,231          13,423 
Effect of warrant exercise                                       -               268                         -                 268 
Effect of note payable conversion                           -               189                          -                 189 

 
Diluted number of common  
  shares outstanding                     60,326,759   13,880          39,369,231           13,880   

 
Income (loss) per share: 

Basic                                                         (0.00)              4.65                  (0.00)               6.83 
Diluted                                                       (0.00)              4.50                  (0.00)               6.61 

 

Warrants to purchase 1,666,666 common shares from $0.35 to $0.45 are not included in the 

computation of diluted earnings per share because the exercise price was greater than the 

average market price of the common shares for the year. 

Options to purchase 3,440,000 common shares from $0.20 to $0.23 are not included in the 

computation of diluted earnings per share because the exercise price was greater than the 

average market price of the common shares for the year. 

 

12.    Comparative figures: 

Certain 2007 comparative figures have been reclassified to conform to the financial statement 

presentation adopted in 2008. 



AIM HEALTH GROUP INC.  
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13.    Subsequent event: 

 

On October 22, 2008, AIM announced that it had entered into a definitive agreement pursuant 

to which it would merge with MedEmerg International Inc. (“MedEmerg”) in an all-stock 

transaction.  MedEmerg provides infusion, emergency doctor staffing and pain services in 

Canada. The transaction will be completed by way of a court-approved Plan of Arrangement 

(the “Plan”) under the Business Corporations Act (Ontario).  Pursuant to the Plan, AIM will issue 

0.78091 of an AIM common share for each MedEmerg common share with the existing 

MedEmerg shareholders representing an approximate 43% non-diluted interest in the combined 

company upon completion. In addition, Calian Technologies Inc. (“Calian”), the sole holder of 

Series I Special Shares of MedEmerg, will exchange all of such shares for a convertible 

debenture of AIM pursuant to the Plan.  At the completion of the transaction, the former 

shareholders of AIM will control approximately 57% of the combined consolidated entity. The 

Plan requires the approval of 66 2/3% of the votes cast by the shareholders of MedEmerg at a 

special shareholders’ meeting.  MedEmerg shareholders, who together hold approximately 70% 

of the outstanding MedEmerg common shares, and Calian., have entered into voting 

agreements to vote their shares in favor of the Plan. David Kassie, Chairman of Genuity Capital 

and Sidney Braun, President of Romlight International Inc., both shareholders of MedEmerg, 

have agreed to join the board of AIM. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF 

FINANCIAL POSITION AND RESULTS OF OPERATIONS 

Three Months Ended September 30, 2008 Compared to the Three Months Ended 

September 30, 2007 

This management’s discussion and analysis (“MD&A”) of the financial position and results of 
operations of AIM Health Group Inc. (“AIM Health Group” or the “Company”) (formerly 
known as Orior Technologies Inc.) should be read in conjunction with the audited comparative 
consolidated financial statements of the Company for the year ended December 31, 2007 
(“Fiscal 2007”) and the unaudited comparative consolidated interim financial statements of the 
Company for the quarter ended September 30, 2008 (“Q3 Fiscal 2008”).  The consolidated 
financial statements have been prepared in accordance with generally accepted accounting 
principles (“GAAP”) in Canada. All monetary amounts, unless otherwise indicated, are 
expressed in Canadian dollars. Additional information relevant to the Company’s activities can 
be found on SEDAR at www.sedar.com. This disclosure is effective as of November 28, 2008. 
 

Forward-Looking Information 

Certain statements contained in this MD&A include statements which contain words such as 
“anticipate”, “could”, “should”, “expect”, “seek”, “may”, “intend”, “likely”, “will”, “believe” 
and similar expressions, statements relating to matters that are not historical facts, and 
statements of beliefs, intentions and expectations about development, results and events which 
will or may occur in the future.  Such statements constitute “forward-looking information” 
within the meaning of applicable Canadian securities legislation and are based on certain 
assumptions and analysis made by us derived from our experience and perceptions.  Forward-
looking information in this MD&A includes, but is not limited to: expected cash provided by 
continuing operations; future capital expenditures; including the amount and nature thereof; 
trends and developments in the healthcare industry; business strategy and outlook; expansion 
and growth of business and operations; accounting policies; credit risks; anticipated 
acquisitions; and other such matters. 

All such forward-looking information is based on certain assumptions and analyses made by us 
in light of our experience and perception of historical trends, current conditions and expected 
future developments, as well as other factors we believe are appropriate in the circumstances.  
The risks, uncertainties, and assumptions are difficult to predict and may affect operations, and 
may include, without limitation: equipment and labour shortages and inflationary costs; general 
economic conditions; industry conditions; changes in applicable environmental, taxation and 
other laws and regulations as well as how such laws and regulations are interpreted and 
enforced; operating risks; risks inherent in the ability to generate sufficient cash flow from 
operations to meet current and future obligations; increased competition; stock market 
volatility; opportunities available to or pursued by AIM Health Group; ability to maintain 
current and obtain additional financing; and other factors, many of which are beyond our 
control.  The foregoing factors are not exhaustive and are further discussed herein under the 
heading “Trends, Risks and Uncertainties”. 

Actual results, performance or achievements could differ materially from those expressed in, or 
implied by, this forward-looking information and, accordingly, no assurance can be given that 
any of the events anticipated by the forward-looking information will transpire or occur, or if 
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any of them do so, what benefits will be derived therefrom.  Except as required by law, AIM 
Health Group disclaims any intention or obligation to update or revise any forward-looking 
information, whether as a result of new information, future events or otherwise. 

The forward-looking information contained herein is expressly qualified by this cautionary 
statement. 

Introduction 

The Company, formerly named Orior Technologies Inc., was incorporated by certificate and 
articles of incorporation issued pursuant to the provisions of the OBCA dated July 13, 2005. 
The certificate and articles of incorporation were amended on June 23, 2006 to remove the 
private company restrictions. 

On May 1, 2008, the Company completed a transaction to acquire all of the AIM Health Group 
Ltd. (“AIM”) Common Shares. In connection with the closing of the transaction, the Company 
issued an aggregate of 51,653,741 common shares in exchange for all of the common shares of 
AIM outstanding on the closing date, including: 

(i) 33,333,333 common shares to the historical shareholders of AIM; 

(ii) 13,970,878 common shares issued to Business, Engineering, Science & 
Technology Discovery Fund Inc and B.E.S.T. Total Return Fund Inc. (herein 
collectively called the “BEST Funds”) which had acquired AIM common shares 
for an aggregate subscription price of approximately $3 million pursuant to a 
subscription agreement dated February 5, 2008; 

(iii) 666,666 common shares issued to BEST Funds, which had acquired AIM 
common shares upon the exercise of nominal value warrants granted to BEST 
Funds as part of a $2 million debenture financing completed between AIM and 
BEST Funds in 2007; and 

(iv) 3,682,864 common shares issued in exchange for AIM common shares issuable 
upon automatic conversion of outstanding AIM convertible notes in the aggregate 
principal amount of approximately $0.7 million. 

In addition, the Company issued an aggregate of 1,323,018 common shares in exchange for the 
outstanding shares of several AIM subsidiary companies not previously 100% owned by AIM. 

For accounting purposes this transaction was accounted for as a reverse takeover transaction 
whereby AIM is considered to the acquirer for accounting purposes and accordingly, other than 
with respect to share capital, the financial statements for the 3 and 6 months ended September 
30, 2008 and 2007 are those of AIM. The remainder of this document is focussed primarily on 
the business activities of AIM. 
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Merger transaction 

On October 22, 2008, AIM announced that it had entered into a definitive agreement pursuant 
to which it would merge with MedEmerg International in an all-stock transaction. MedEmerg 
provides infusion, emergency doctor staffing and pain services in Canada. The transaction will 
be completed by way of a court-approved Plan of Arrangement (the “Plan”) under the Business 

Corporations Act (Ontario).  Pursuant to the Plan, AIM will issue 0.78091 of an AIM common 
share for each MedEmerg common share with the existing MedEmerg shareholders 
representing an approximate 43% non-diluted interest in the combined company upon 
completion. In addition, Calian Technologies Inc. (“Calian”), the sole holder of Series I Special 
Shares of MedEmerg, will exchange all of such shares for a convertible debenture of AIM 
pursuant to the Plan.  At the completion of the transaction, the former shareholders of AIM will 
control approximately 57% of the combined consolidated entity. The Plan requires the 
approval of 66 2/3% of the votes cast by the shareholders of MedEmerg at a special 
shareholders’ meeting.  MedEmerg shareholders, who together hold approximately 70% of the 
outstanding MedEmerg common shares, and Calian, have entered into voting agreements to 
vote their shares in favor of the Plan. David Kassie, Chairman of Genuity Capital and Sidney 
Braun, President of Romlight International Inc., both shareholders of MedEmerg, have agreed 
to join the board of AIM. 
 

Business Overview 

AIM Health Group Ltd. was incorporated as a private company on October 16, 2001 pursuant 
to the provisions of the Ontario Business Corporation Act. Prior to this date, the business 
operated under the name “Accident Injury Management Clinics Inc. (AIMC)” 

AIM is a unique Canadian owned healthcare company that was founded by Dr. Lu Barbuto in 
1990 under the name of “Accident Injury Management Clinics” (“AIMC”). The company 
name reflected a multidisciplinary approach to patient treatment and injury management. 
AIMC grew to 13 clinics sites, and in 1995 a transaction with Extendicare Inc. (“Extendicare”), 
a TSX-listed company, was completed whereby Extendicare purchased 51% of the shares of 
AIMC from Dr. Barbuto. 

In early 2001, Dr. Barbuto commenced discussions to repurchase the AIMC shares held by 
Extendicare and concluded the transaction on December 7, 2001. The Extendicare shares were 
purchased for $3.5 million and as a result, AIMC became a wholly owned subsidiary of AIM. 
The purchase price was funded as to $0.7 million by way of an advance from an AIM 
shareholder, $1.5 million term loan from a Canadian chartered bank and $1.3 million by way of 
a vendor take back loan from Extendicare, which is now repaid. 

The business was rebranded as AIM Health Group to better reflect its new services and 
infrastructure and has since grown and changed dramatically. AIM has strategically positioned 
itself to deliver integrated health services funded by the public and private health care sectors 
through its four business units consistent and supportive of the Canada Health Act. AIM 
currently provides healthcare services to the Ontario provincial health care system, 
pharmaceutical industry, insurance industry, corporations, government agencies and directly to 
the health consumer. These services are structured such that they can be integrated into AIM’s 
predominant clinical infrastructure, the Health and Wellness Centre. This allows for the service 
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to be delivered to the end consumer by staff (physicians, nurses, allied health professionals). 
The business service units are able to report back on their respective activity. 

The Health and Wellness Centre infrastructure is consistent with the needs of Canadian 
healthcare and will expedite the company’s growth by providing a “one stop” environment that 
can deliver integrated health services funded by all sources to the health care consumer. At the 
present time publicly funded outpatient services are to disease/condition specific treatments and 
due to cost many services are identified as being “non-essential” so are de-listed or refered to third 
party payors outside the public system.  AIM seeks to capitalize on the growing market demand 
for healthcare services through organic growth and through acquisitions which can best fit into 
the AIM model. 

Services to the pharmaceutical industry are delivered by Pharmaceutical Integrated Research 
Company (“PIRC”) is a clinical trial hybrid site management organization (SMO) that differs 
considerably from a traditional site management organization in the following ways: 

• PIRC finds sites and physicians, or groups of physicians, and develops as well as 
manages the investigators, research staff and process in order to create sites of 
excellence in the clinical trial business; 

• PIRC is able to maximize on its pre-existing infrastructure in the clinical sites within 
the AIM organization, which includes family physicians, orthopaedic surgeons, 
cardiologists and other specialists; 

• PIRC provides the infrastructure for physicians who wish to do research however are 
lacking the resources to do research effectively; and 

• PIRC addresses the “business” of doing trials by monitoring all of the metrics involved 
in research from beginning to end. 

PIRC also provides infusion services for the pharmaceutical industry. During the last year the 
Company has expanded its research services into trials that are directed to the general 
practitioners that are in or affiliated with the Company. We expect that the PIRC services will 
be the fastest growing sector of the business in 2009. 

Employer services are provided to corporations through Workplace Health & Cost Solutions 
(“WHCS”). WHCS assists employers in managing workplace health, workplace injuries and 
disability management issues in a cost-effective manner. WHCS’s goal is to work with the 
employer to maximize the health of its workforce and minimize the disability of injured 
employees. Assisting employers in doing this will reduce the cost of workers’ compensation 
claims, increase productivity and reduce the number of days lost to illness or injury. 

Medical and Rehabilitation services are generally delivered through AIM’s clinics. Currently 
the clinic infrastructure is varied consisting of standalone family medicine clinics, 
rehabilitation clinics and medical speciality clinics. Following a two year period of beta site 
development AIM has embarked on a plan to gradually convert its stand alone medical and 
rehabilitation clinics to fully integrated Health and Wellness Centres. We continue to spend 
substantial energy in the development of models and strategies for the Health and Wellness 
Centres. For example, we have formed certain regional partnerships to assist in the 
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management of certain Health and Wellness Centres. These activities will create continuous 
improvement in the business model for the rollout of future Health and Wellness centres. 

Specifically, AIM seeks to expand the delivery infrastructure by opening new Health and 
Wellness Centres and broadening the range of services in such centres. Our goal is to establish 
a patient centered infrastructure that brings together different health care providers to co-
ordinate the highest possible quality of care regardless of the payor. These centres can then act 
as the delivery setting and co-ordination vehicle of health services provided by all of AIM’s 
divisions. These Health and Wellness Centres and the continued development of profitable 
divisional services are critical to our business plans. 

Selected Financial Data 

The following table sets out selected financial information for the Company for the periods 
indicated:  

As at September 

30, 2008

(unaudited)

As at December 

31, 2007 

(audited)

Current assets 6,261,112                 6,778,116               

Current liabilities 3,349,077                 7,090,857               

Working capital 2,912,035                 (312,741)                 

Property and equipment 3,494,550                 3,177,250               

Future income taxes 1,190,661                 755,039                   

Goodwill 4,624,729                 4,395,713               

Long-term liabilities (3,176,411)               (3,686,320)              

Warrants -                                  (233,000)                 

Non-controlling interest -                                  (25,930)                    

9,045,564                 4,070,011               

Share capital 8,127,041                 3,013,390               

Retained earrings 918,523                    1,056,621               

9,045,564                 4,070,011               

Financial Position

 

Summary of Quarterly Results 

Q1 2007 Q2 2007 Q3 2007 Q4 2007 Q1 2008 Q2 2008 Q3 2008

(Three months 

ended March 31, 

2007)

(Three months 

ended June 30, 

2007)

(Three months 

ended September 

30, 2007)

(Three months 

ended December 

31, 2007)

(Three months 

ended March 31, 

2008)

(Three months 

ended June 30, 

2008)

(Three months 

ended September 

30, 2008)

Revenue 6,978,691              6,886,144           7,218,296                  7,976,081                7,932,798              6,986,384           7,031,236                  

Net Income 106,281                 (77,013)               62,473                       (212,467)                  (32,194)                  (118,223)             12,319                       

EBITDA 374,259                 192,994               317,292                     31,298                     248,810                 167,150               230,862                     
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Working Capital Changes 

The working capital position of the company increased during the nine months ended 
September 30, 2008 by $3,224,776 to a positive working capital position of $2,912,035 from 
($312,741) as at December 31, 2007. 

The increase in working capital was a direct result of: 

• New equity raised totalling $3,000,000. 

• The consolidation of $945,425 in net current assets of Orior Technologies Inc. after the 
closing of the RTO. 

The increases above were offset, to some extent, by the following items: 

• A $693,331 increase in prepaid relating to construction advances and costs related to 
the procurement of drug trials; 

• Capital expenditures totalling $697,038 which were primarily incurred on the 
development of the Health and Wellness Centres 

Results of Operations – Third Quarter Fiscal 2008 

Since 2006, we have focussed on the development of more profitable services to be delivered 
through our new Health and Wellness Centre infrastructure. The changes in our revenue mix to 
a better longer term sustainable revenue profile has been substantial. 

Revenues for the three months ended September 30, 2008 decreased to $7,031,236 compared 
to revenues of $7,218,296 from the same three month period ended September 30, 2007 
representing an overall decrease of $187,060 or 2.59%. Revenues for the nine months ended 
September 30, 2008 increased to 21,950,418 compared to revenues of $21,083,131 from the 
same nine month period ended September 30, 2007 representing an overall increase of 
$867,587 or 4.11%.  The increase in revenues for the nine month period ended September 30, 
2008 can be primarily attributed to PIRC research services which enjoyed a significant increase 
in revenues.  

Revenues for the three months ended September 30, 2008 increased to $7,031,236 compared to 
revenues of $6,986,384 for the three month ended June 30, 2008 representing an increase of 
$44,851 or 0.64%.  
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The following table illustrates the revenue trend that the company has experienced over the 
previous 7 quarters: 

Q1 2007 Q2 2007 Q3 2007 Q4 2007 Q1 2008 Q2 2008 Q3 2008

(Three months 

ended March 31, 

2007)

(Three months 

ended June 30, 

2007)

(Three months 

ended September 

30, 2007)

(Three months 

ended December 

31, 2007)

(Three months 

ended March 31, 

2008)

(Three months 

ended June 30, 

2008)

(Three months 

ended September 

30, 2008)

Revenue 6,978,691              6,886,144           7,218,296                  7,976,081                7,932,798              6,986,384           7,031,236                  

$ change (over prior 

quarter)  N/A (92,547)               332,152                     757,785                   (43,283)                  (946,413)             44,851                       

% Change (over prior 

quarter)  N/A -1.33% 4.82% 10.50% -0.54% -11.93% 0.64%

 

The following provides some additional detail on revenue sources by important service type: 

Medical, Rehab and Complementary Services 

Medical, Rehab and Complementary Services are provided through standalone rehab and 
medical clinics as well as our Health and Wellness Centres, which are currently a business 
development focus. The first Health and Wellness Centre was opened as a proto-type centre in 
early 2005 in East London. It incurred a loss during the start-up stage and is now full in terms 
of doctors. The implemented aspects of the Health and Wellness business plan are generating 
profit in accordance with the business plan. Similar sites are now up and running in North 
London, West London, London South, Brampton and Orleans (Ottawa). New centres typically 
will incur losses during the ramp-up phase until a normal compliment of doctors is on site.  

Revenues for the three months ended September 30, 2008 decreased to $5,156,002 compared 
to revenues of $5,380,633 from the same three month period ended September 30, 2007 
representing an overall decrease of $224,631 or 4.17%. Revenues for the nine months ended 
September 30, 2008 increased to $16,558,492 compared to revenues of $16,526,753 from the 
same nine month period ended September 30, 2007 representing an overall increase of $31,739 
or 0.19%.  The decrease in revenues for the three months ending September 30, 2008 as 
compared to the same period in 2007 can be attributed to some unusual negative onetime 
events in two Health and Wellness Centres, wherein such revenues has since returned to more 
normal volumes.  

Pharmaceutical Integrated Research Company (“PIRC”) 

 
The most significant current revenue source in PIRC is to conduct drug trial research on behalf 
of pharmaceutical companies. PIRC was created in July 2002 and has demonstrated steady 
ongoing growth from 15 active or pending site and trial combinations in 2006 to over 70 in 
2008 and patient randomization with new sites and trials planned. Currently PIRC has a 
network of over 200 physicians to select from a patient pool with over 200,000 patient files.  
 
This division also provides infusion services and is in the process of rolling out 
pharmacy/dispensaries in our Health and Wellness Centres where practical.  
 
The development of the infusion business is also an important part of the business strategy as 
there are now many infusion opportunities with pharmaceutical companies across the country.  
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PIRC service revenues increased to $1,535,349 for the three month period ended September 
30, 2008 from $1,425,841 for the same period ended Fiscal 2007. Revenues also increased to 
$4,284,688 for the nine month period ended September 30, 2008 from $3,445,539 for the same 
period ended Fiscal 2007. These increases of $109,508 and 839,149 or 7.68% and 24.35% is a 
result of the commencement of research trials that were obtained in late 2007 and throughout 
2008.  

Workplace Health and Cost Solutions (“WHCS”) 

WHCS has invested substantial time and money in new product and service development, 
including a corporate medical assessment service. Programs have been developed and are now 
being delivered on wellness, prevention issues, stress and lifestyle management, as well as 
specialty services such as mental health, cancer management and corporate medical services. 
 
During and subsequent to the quarter this service type obtained new Corporate contracts that it 
believes will result in very strong revenue increases in this service type in future quarters. In 
part as a result of these contracts, the development of a national network is important. 
 
Revenue from WHCS services decreased to $339,885 for the three months ended September 
30, 2008 from $411,822 in the same period for Fiscal 2007. This represents a decrease in 
revenues of $71,937 or 17.47%. This decline was a result of a non-recurring engagement in 
2007 that did not recur in 2008. Revenue for the nine months ended September 30, 2008 was 
$1,107,238, which was virtually unchanged from $1,110,839 in the same period for Fiscal 
2007. This represents a decrease in revenues of $3,601 or 0.32%.  
 
During the second quarter of 2008, WHCS hired Dr. Mike Sehl to act as the divisional medical 
director and he promptly assisted in the signing of significant new corporate contract during the 
quarter. We expect that Dr. Sehl will play a significant role in the expansion of this division.  

Gross margin percentage for the Company for the three months ended September 30, 2008 was 
22% compared to 21% for the same three month period in Fiscal 2007 representing an increase 
in gross margin of 1%. This change in margin is primarily due to a continued shift in revenue 
to a higher margin non-publicly funded services.  

Gross margin percentage for the nine months ended September 30, 2008 was 23% compared to 
21% for the same nine month period in Fiscal 2007 representing an increase in gross margin of 
2%. This change in margin is also primarily due to a continued shift in revenue to a higher 
margin non-publicly funded services. 
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The following table illustrates the gross margin trend that the company has experienced over 
the previous 7 quarters: 

Q1 2007 Q2 2007 Q3 2007 Q4 2007 Q1 2008 Q2 2008 Q3 2008

(Three months 

ended March 31, 

2007)

(Three months 

ended June 30, 

2007)

(Three months 

ended September 

30, 2007)

(Three months 

ended December 

31, 2007)

(Three months 

ended March 31, 

2008)

(Three months 

ended June 30, 

2008)

(Three months 

ended September 

30, 2008)

Revenues 6,978,691              6,886,144           7,218,296                  7,976,081                7,932,798              6,986,384           7,031,236                  

Operating expense 5,348,405              5,533,605           5,690,354                  6,722,239                6,093,315              5,340,771           5,488,120                  

Gross margin 1,630,286              1,352,539           1,527,942                  1,253,842                1,839,483              1,645,613           1,543,116                  

Gross margin % 23% 20% 21% 16% 23% 24% 22%

G&A expense for the three months ended September 30, 2008 was $596,740 compared to 
$588,239 for the same three month period in Fiscal 2007 representing an increase of $8,501. 
G&A expense for the nine months ended September 30, 2008 was $1,604,549 compared to 
$1,555,194 for the same nine month period in Fiscal 2007 representing an increase of $49,355. 
The increase in G&A expense primarily relates to additional public company costs offset to 
some extent by the deployment of previously corporate staff costs to divisional operations. 

Location and equipment lease expense for the three months ended September 30, 2008 was 
$715,514 compared to $622,411 for the same three month period in Fiscal 2007 representing 
an increase of $93,103. Location and equipment lease expense for the nine months ended 
September 30, 2008 was $2,193,778 compared to $2,071,028 for the same nine month period 
in Fiscal 2007 representing an increase of $122,750. The increase in location and equipment 
lease expense relates to the net impact of additional costs associated with the opening of new 
Health and Wellness Centres and economies of scale generated from the consolidation of 
rehabilitation and medical clinics into Health and Wellness Centers where location lease 
expenses are shared. Also, the Company did not enter into any new equipment leases during 
the period as equipment was being purchased rather than leased. 

Interest expense on long-term debt for the three months ended September 30, 2008 was 
$46,151 compared to $104,237 for the same three month period in Fiscal 2007 representing a 
decrease of $58,086. Interest expense on long term debt for the nine months ended September 
30, 2008 was $326,505 compared to $299,754 for the same nine month period in Fiscal 2007 
representing an increase of $26,751. The decrease in the three months ending September 30, 
2008 as compared to September 30, 2007 primarily relates to the conversion of convertible 
notes payable to equity in April 2008 and a general reduction in debt. The increase in long-
term interest for the nine month ending September 30, 2008 compared to that of the nine 
months ending September 30, 2007 primarily relates to the interest on the $2,000,000 in 
debenture financing that was secured in March of 2007.  

Interest expense on bank indebtedness decreased to $10,578 and $39,321 in the three and nine 
month periods ending September 30, 2008 from $23,928 and $71,788 for the same three and 
nine month periods end Fiscal 2007. This decrease primarily relates to lower operating line 
requirements as a result of cash received from the debenture financing, proceeds from issuance 
of shares and the qualifying transaction. 

Accretion and interest expense on convertible notes, debenture and warrants for the nine 
months ended September 30, 2008 decreased $3,991 to $92,461 due to the conversions of the 
convertible notes to equity are part of the qualifying transaction. 
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Depreciation of property and equipment for the three and nine months ended September 30, 
2008 continues to increase gradually compared to the same periods in Fiscal 2007 as the 
Company expands its Health and Wellness Centers. 

Income before taxes and non-controlling interest for the three month period ending September 
30, 2008 decreased to $18,386 from an income of $77,211 for the same three month period 
ended Fiscal 2007. Income before taxes and non-controlling interest for the nine month period 
ending September 30, 2008 decreased to a loss of $191,203 from an income of $137,544 for 
the same three month period ended Fiscal 2007.  

Income taxes for the three and nine month periods ending September 30, 2008 and 2007 are 
estimated to be approximately 33% and 30% of income or loss for that period. 

Cash Flow 

The working capital position of the Company has improved since it received a $2,000,000 
debenture financing from Best Funds in March 2007 and is even stronger upon completion of 
the $3,000,000 equity injection in February 2008 and the completion of the qualifying 
transaction. The Company currently has adequate working capital to meet its operational needs.  

During the nine month period ended September 30, 2008 the Company incurred $697,038 in 
capital expenditures compared to $397,137 for the same nine month period in Fiscal 2007. 
Expenditures were primarily incurred on expansion capital items in the new London Central, 
Ottawa East and Hamilton Health and Wellness Centres. 

Liquidity and Capital Resources 

The Company’s working capital ratio (defined as current assets divided by current liabilities) is 
1.87 to 1 at September 30, 2008 compared to 0.96 to 1 at December 31, 2007, representing 
working capital of $2,912,035 and ($312,741) respectively. 

At September 30, 2008, a Canadian chartered bank provided operating credit facilities of up to 
$3,500,000 for AIM. In addition, AIM has a $1,000,000 non-revolving term loan facility and a 
capital lease commitment of $500,000 to facilitate the purchase of capital assets. The operating 
credit facilities bear interest at the chartered bank’s prime rate plus 0.75%.  The operating 
credit facilities are margined against accounts receivables and inventory, and are secured by 
substantially all of the assets of AIM. As at September 30, 2008, the $3,500,000 facility had 
been drawn upon by $699,206, and the non-revolving term facility had been fully funded. 

AIM is required by the terms of the credit facility agreement to maintain certain financial 
covenants. As at September 30, 2008, the Company is not in compliance with all financial 
covenants and as a result has classified the full amount owing under the facility as a current 
liability. 

AIM, through its positive working capital and access to operating credit facilities, has the 
ability to meet its operational working capital requirements. 
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The following chart summarizes the contractual obligations of AIM: 

 

Total

Less than 1 

year 1 - 3 years 4 - 5 years After five years

Long-term debt             441,646          250,011          191,635                        -                              - 

Obligations under capital lease             151,967          151,967                        -                        -                              - 

Advances from affiliated company             727,718                        -          727,718                        -                              - 

Debenture payable          1,775,087       1,775,087                        -                              - 

Operating leases        10,260,739       1,747,468       2,785,775       2,305,966              3,421,529 

Interest             363,368          280,034             83,333                        -                              - 

Total        13,720,524       2,429,480       5,563,549       2,305,966              3,421,529 

Payment Due by Period

Contractual Obligation

 

Off Balance Sheet Arrangements 

The Company has no off-balance sheet financing arrangements, other than operating leases. 

Trends, Risks and Uncertainties 

The Company is exposed to a number of risks and uncertainties that could impact future 
results. The nature of the Company’s business is such that it is affected by general economic 
conditions and competitive factors, both from domestic and from non-domestic sources. The 
Company’s actual operating results may be very different from those expected as at the date of 
the MD&A. Readers should carefully consider all such risks, and should be particularly aware 
of such risks. The following risks should be considered when evaluating the business of the 
Company. 

Recruitment of doctors  

The recruitment of physicians is critical for the success of the Company’s business plan. The 
Company believes that it has a competitive advantage to medical clinic competitors in its 
Health and Wellness Centres because it brings the largest array of non-medicare healthcare 
opportunities to the physicians. This work is generally more lucrative for the physicians and 
makes the recruitment process for physicians much easier. The Company’s broad base and 
depth of knowledge and medical community relationships make it more difficult for new 
competitors to successfully enter the marketplace. In addition, a well-funded competitor would 
require time and substantial capital to replicate the services and infrastructure developed by 
The Company. 

Regulatory Issues  

The current laws in Canada do not permit private healthcare to compete in all areas of the 
market place with public healthcare. The company is in compliance with all laws in its current 
business model. While the company believes that private health services should be 
complementary to the public Medicare system, it is uncertain what political forces will drive 
future legislation in Canada. The current public sentiment is that the public wants more 
healthcare services regardless of whether the services are funded by the public sector. All of 
the company’s medical personnel, both physicians and registered nurses, have the requisite 
professional licenses from their respective governing professional bodies. Notwithstanding the 
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fact that the company operates in markets that are not regulated, any change in governmental 
regulation and licensing requirements or interpretation and application of same relating to 
healthcare services could have an adverse impact on the scope of the company’s activities. 

Control by Principal Shareholder 

Dr. Lu Barbuto beneficially owns approximately 40% of the outstanding shares.  As a result, he 
may be able to exercise control or significant influence over the matters requiring shareholder 
approval, including the election of directors and the approval of significant corporate 
transactions. Such concentration of ownership may have the effect of delaying or preventing a 
change in control of the company.  

Cash Flow Risk 

The Company anticipates substantial capital expenditures, particularly as it builds new Health 
and Wellness Centres, to achieve its growth objectives. The company has a positive earnings 
and cash flow budget for the  last quarter of 2008 however, there can be no assurance that the 
company will continue to have positive cash flow in the future. 

Uncertainty of Liquidity and Capital Requirements 

The Company’s future capital requirements will depend on many factors, including the rate of 
growth of its client base, the costs of expanding into new markets, the growth of the market for 
health services and the costs of administering the Company. In order to meet such capital 
requirements, the Company may consider additional public or private financing (including the 
incurrence of debt and the issuance of additional equity securities) to fund all or a part of 
particular programs, which could entail dilution of the Company’s shares. There can be no 
assurance that additional funding will be available or, if available, that it will be available on 
acceptable terms. If adequate funds are not available, the Company may have to reduce 
substantially or otherwise eliminate certain expenditures, including marketing of its products 
and services, or obtain funds through arrangements with corporate partners that may require the 
Company to relinquish rights to certain assets. There can be no assurance that the Company 
will be able to raise additional capital if its capital resources are exhausted. 

Insurance 

All physicians working for the Company are covered by their own malpractice insurance 
policies. In addition, the Company maintains liability insurance in amounts it believes are 
sufficient to cover the Company’s arising risk out of its operations. Some claims, however, 
could exceed the scope of its coverage or the coverage of particular claims could be denied. 
There is no assurance that the existing coverage will continue to be sufficient or that, in the 
future, policies will be available at adequate levels of insurance or at acceptable costs. 
Litigation could adversely affect the Company’s existing and potential client relationships, 
create adverse public relations and divert management’s time and resources from the operation 
of the business. 
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Management 

The Company’s success is dependent on its senior management team. The experience and 
talents of these individuals will be a significant factor in the Company’s continued growth and 
success. The loss of one or more of these individuals without adequate replacement could have 
a material adverse effect on the Company’s operations and business prospects 

Confidentiality of Personal and Health Information 

The collection, use and disclosure of patient personal and health information are subject to 
substantial regulation by federal and, in most cases, by provincial governments. These laws 
provide that the individual’s consent is required prior to the collection, use and disclosure of 
the information collected from them (with limited prescribed exceptions), that the collected 
information be protected with reasonable security measures and that the individual have access 
to the information so collected in order to ensure its accuracy. In addition, future legislation 
may affect the dissemination of health information that is not individually identifiable. 
Physicians and other persons providing patient information to the company are also required to 
comply with these laws and regulations. If a client’s privacy is violated, or if the company is 
found to have violated any law or regulation, it could be liable for damages or for criminal 
fines or penalties. 

Risks of Future Legal Proceedings 

Any alleged failure by the Company to comply with laws and regulations may lead to the 
imposition of fines and penalties or the denial, revocation or delay in the renewal of permits 
and licenses issued by governmental authorities. A significant judgement against the Company 
or the imposition of a significant fine or penalty could have a material adverse effect on the 
Company’s business, financial condition and results of operations. Moreover, the Company 
may from time to time be notified of claims that it may be infringing patents, copyrights or 
other intellectual property rights owned by other third parties. Any litigation could result in 
substantial costs and diversion of resources and could have a material adverse effect on the 
company’s business, financial conditions and results of operations. 

Absence of Dividends 

The Company does not anticipate paying dividends in the foreseeable future. The Company’s 
current intention is to reinvest its earnings to finance its business. There can be no assurance 
that the Company’s Board of Directors will ever declare cash dividends, which action is 
exclusively within their discretion. 

Volatility of Share Price 

Market prices for securities of health services companies may be volatile. Factors such as 
announcements (publicly made or at conferences) of innovations, new commercial and medical 
products, patents, the development of proprietary rights by the Company or others, regulatory 
actions, publications, quarterly financial results or public concerns over health, future sales of 
securities by the Company or by its current shareholders and other factors could have a 
significant effect on the market price and volatility of the Company’s shares. 
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Potential Fluctuations in Financial Results and Forecasting 

The Company’s revenues and operating results may vary significantly from quarter to quarter. 
As a result, quarter to quarter comparisons of the Company’s revenues and operating results 
may not be meaningful. There is no guarantee that the Company will be able to accurately 
predict future revenues or results of operations. In that eventuality, it is possible that in one or 
more future quarters the Company’s operating results will fall below the expectations of 
securities analysts and investors. If this happens, the trading price of the Company’s shares 
might be materially and adversely affected. 

Acquisitions 

The Company has acquired and anticipates that it will continue to acquire complementary 
businesses, assets, technologies, services or products and/or enter into joint venture 
relationships to accomplish such purpose. The completion of such transactions poses additional 
risks to the Company’s business. The benefit to the Company of these acquisitions is highly 
dependent on its ability to integrate the acquired businesses and their technologies, employees 
and products. 
 

Related Party Transactions 

Other than as follows, the Company has not acquired any assets or been provided any services 
from any director, officer, Insider or promoter of AIM: 

• The lease for a speciality centre located in Waterloo, Ontario was, until August 
2007, with 2031086 Ontario Inc., a company controlled by the Chief Executive 
Officer and the Chief Financial Officer of AIM. Total rent paid was nil during 
the nine months ended September 30, 2008 (2007 - $200,000). Effective 
September 1, 2007, 2031086 Ontario Inc. sold this building to an arm’s length 
party and the Company continued to lease this centre from this arm’s length 
party under the same terms and conditions as the original lease. 

• 2031086 Ontario Inc. has provided a short-term loan to AIM totalling $727,718. 
This loan bears interest at 10% per annum. 2031086 Ontario Inc. has indicated 
that payment will not be demanded prior to October 1, 2009.  

• The lease for a rehabilitation clinic located in Strathroy, Ontario is leased from a 
company controlled by the Chief Executive Officer of AIM. Total rent paid was 
$12,000 for the three month period ended September 30, 2008 (2007 - $12,000) 
and $36,000 for the nine month period ending September 30, 2008 (2007 -
$36,000). 
 

A shareholder has provided a loan to the Company totalling Nil (December 31, 2007: 
$396,867). This loan bears interest at 10% per annum.  
 
All related party transactions were in the normal course of business and were measured at the 
exchange amount. 

The interest rates noted above are substantially more than that charged by the Company’s 
primary bank but less than a higher risk loan. The lenders and the Company considered market 
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rates for a loan that was in a security position behind the primary bank but ahead of equity and 
other liabilities and supported by quality assets and expected cash flow. The Company also had 
discussions with its primary lender in terms of reasonable market terms. It was agreed that 10% 
was an approximation of fair market value. 

The annual lease cost of the Strathroy lease is $48,000 and the clinic is approximately 3,000 
square feet translating to a per square foot rate of $16. The rate approximates local lease 
conditions.  

Disclosure of Outstanding Share Data 

As at September 30, 2008 the Company had the following securities issued and outstanding: 

60,326,759 Common shares 
  

735,000 Stock options with an exercise price of $0.20 
2,440,000 Stock options with an exercise price of $0.23 

666,666 Warrants with an exercise price of $0.35 
1,000,000 Warrants with an exercise price of $0.45 

5,346,666 Total stock options and warrants 
  

65,168,425 Total number of outstanding securities 

 

Critical Accounting Estimates 

The Company’s discussion and analysis of its results of operations and financial position is 
based upon the consolidated financial statements, which have been prepared in accordance 
with Canadian GAAP.  The preparation of the consolidated financial statements requires 
management to make estimates and judgments that affect the reported amounts of assets, 
liabilities, revenues and expenses, and the related disclosure of contingent assets and liabilities.  
The Company’s management bases its estimates on historical experience and various other 
assumptions that are believed to be reasonable in the circumstances, the results of which form 
the basis for making judgments about the carrying value of assets and liabilities.  On an 
ongoing basis, management evaluates these estimates.  However, actual results may differ from 
these estimates under different assumptions of conditions. 

Management believes the following critical accounting policies affect the more significant 
judgments and estimates used in the preparation of the consolidated financial statements of the 
Company:  

Business Combination Accounting 

The accounting for the qualifying transaction between the Company and AIM has been 
accounted for as a reverse takeover transaction, whereby AIM is considered to be the acquirer 
for accounting purposes. If this method of accounting was not considered to be appropriate 
then the carrying value of many assets on the balance sheet would be materially different. 
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Future Income Taxes 

The Company accounts for income taxes using the asset and liability method.  Under this 
method, future tax assets and liabilities are recognized for the future tax consequences 
attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases. Future income tax assets and liabilities are 
measured using enacted or substantively enacted tax rates expected to apply to taxable income 
in the years in which those temporary differences are expected to be recovered or settled. The 
effect on future income tax assets and liabilities of a change in tax laws and rates is recognized 
in income in the period that includes the enactment date. A change in future tax rates could 
have a material impact on reported financial results for the Company. 
 

Stock-Based Compensation 

The Black-Scholes option pricing model was used by the Company to determine the fair value 
of options granted during the year and in previous years.  The Black-Scholes model was 
developed for use in estimating the fair value of freely traded options, which are fully 
transferable and have no vesting restrictions. The Company’s stock options are not 
transferable, cannot be traded and are subject to vesting restrictions and exercise restrictions 
under the Company’s black-out period policy which would tend to reduce the fair value of the 
Company’s stock options.  Changes to subjective input assumptions used in the model can 
cause a significant variation in the estimate of the fair value of the options.  During the quarter 
ended September 30, 2008, the Company used the following assumptions to determine the fair 
value of options granted under the Black-Scholes option pricing model:  risk free interest rate – 
4%, expected life – 3 years and expected volatility – 60%. 

Impairment of Goodwill and Long-lived Assets 

Goodwill and indefinite life intangibles are subject to an annual impairment test or more 
frequently when an event or circumstance occurs that more likely than not reduces the fair 
value of a reporting unit or indefinite life intangible below its carrying value. 

Management evaluates plant and equipment and definite life intangibles assets and other long-
lived assets for impairment whenever indicators of impairment exist.  Indicators of impairment 
include prolonged operating losses or a decision to dispose of, or otherwise change the use of, 
an existing long-lived asset.  If the sum of the future cash flows expected to result from an 
asset, undiscounted and without interest charges, is less than the carrying value of the asset, 
asset impairment must be recognized in the financial statements.  The amount of impairment to 
be recognized is calculated by subtracting the fair value of the asset from the carrying value of 
the asset. 

Allowance for Doubtful Accounts 

The Company expects that a certain portion of required customer payments will not be made, 
and we maintain an allowance for these doubtful accounts based on our estimate of the 
likelihood of recovering accounts receivable, incorporating current and expected collection 
trends.  In the event that economic conditions change, our accounts receivable insurance 
situation changes, or actual results or specific industry trends differ from our expectations, the 
Company will adjust its allowance for doubtful accounts and bad debt expense accordingly. 
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Changes in Accounting Policies 

No changes in accounting policies affecting the Company in Q3 Fiscal 2008 have occurred, 
except as documented below: 

Financial Instruments Disclosures 

CICA Handbook Section 3862, Financial Instruments – Disclosures, increases the disclosures 
currently required for financial instruments and its objective is to enable financial statements 
users to evaluate the significance of financial instruments for an entity's financial position and 
performance, including disclosures about fair value. In addition, disclosure is required of 
qualitative and quantitative information about exposure to risks arising from financial 
instruments, including specified minimum disclosures about liquidity risk and market risk.   
The Company has adopted this new standard in its financial statements beginning with the first 
quarter of Fiscal 2008.  

Financial Instruments Presentation 

CICA Handbook Section 3863, Financial Instruments – Presentation, replaces the existing 
requirements on presentation of financial instruments which have been carried forward 
unchanged to this new standard.  The implementation of this standard has not had a material 
impact on presentation of financial instruments in its consolidated financial statements. 

Capital Disclosures 

CICA Handbook Section 1535, Capital Disclosures, requires disclosure of an entity's 
objectives, policies and processes for managing capital, quantitative data about what the entity 
regards as capital and whether the entity has complied with any capital requirements and, if it 
has not complied, the consequences of such non-compliance.  This standard is effective for the 
Company for interim and annual financial statements beginning on April 1, 2008.  The 
Company has adopted this new standard in its financial statements beginning with the first 
quarter of Fiscal 2008.  

General Standards on Financial Statement Presentation 

CICA Handbook Section 1400, General Standards on Financial Statement Presentation, has 
been amended to include requirements to assess and disclose an entity’s ability to continue as a 
going concern. AIM does not expect the adoption of these changes to have an impact on its 
financial statements. 
 

Financial and Other Instruments  

The Company is exposed to financial market risks including interest rates on its debt 
obligations.  The interest rate on some of the Company’s debt is variable and therefore subject 
to interest rate risk.  The Company’s credit facilities bear interest based on bank prime.  With 
the current level of the Company debt load, and at current interest rates, there is no abnormal 
interest rate risk for the Company. 
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Recently Issued Pronouncements 

Goodwill and Intangible Assets 

In February 2008, the CICA issued Handbook Section 3064, “Goodwill and Intangible Assets”, 
replacing section 3062, “Goodwill and Other Intangible Assets”, and Section 3450, “Research 
and Development Costs”.  This section establishes standards for the recognition, measurement, 
presentation and disclosure of goodwill subsequent to its initial recognition and of intangible 
assets by profit-oriented enterprises.  The new section is effective for years beginning on or 
after October 1, 2008.  The Company has not yet determined the impact that the adoption of 
this change will have on its consolidated financial statements. 

International Financial Reporting Standards 

 

The CICA plans to converge Canadian GAAP with International Financial Reporting 
Standards (IFRS) over a transition period expected to end in 2011.  The impact of the transition 
to IFRS on the Company’s financial statements is not yet determinable.  

Non-GAAP Measures 

The Company uses EBITDA as a performance measurement both internally and externally.  
These measurements are not recognized under generally accepted accounting principles.  
Earnings from Operations and EBITDA is defined by the Company as earnings before interest, 
accretion, taxes, depreciation, and amortization, and is a widely accepted measure of 
profitability that the Company believes may be used to measure its ability to service debt.  
Earnings from Operations are the same calculation as EBITDA, and are used interchangeably 
by the Company. 

The following table reconciles EBITDA to Net Income and Comprehensive Income in the 
quarter ended September 30, 2008: 

EBITDA: $230,862 
Deduct:  

Interest expense 56,729 
Accretion and interest expense 
relating to convertible notes,  

 

debenture and warrants 19,416 
Depreciation 136,331 
Income tax expense (recovery) 6,067 

Net loss and Comprehensive loss 12,319 

 

Outlook 

The Company seeks to capitalize on the growing market demand for healthcare services, both 
through organic growth but also through acquisitions. 

The Company expects to continue to: 
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(i)  expand its delivery infrastructure by opening new Health and Wellness Centers 
and broadening the range of services in such centers; 

(ii) grow the various services provided  

(iii)     look for attractive acquisition targets that provide for strategic opportunities of 
new services, programs or personnel, add to the Company’s critical mass in any 
of its divisions or increase the Company’s geographic coverage. 

The Company continues to develop new Health and Wellness Centres and to convert older 
model pure medical and rehabilitation clinics into new Health and Wellness Centres. It is 
expected that both revenues and profitability will improve as older centres are converted, new 
Health and Wellness Centre built and more services continue to be rolled out. An ambitious 
expansion plan is in place for the remainder of 2008 and for 2009. The newest Health and 
Wellness Centre in Central London, Ontario commenced operations in mid October 2008 and 
another Health and Wellness Centre in the city of Hamilton, Ontario is anticipated begin 
operations in the beginning of December 2008.  

AIM is continuing the development of services to be delivered in its Health and Wellness 
Centres. In 2008, services to be rolled out will be focused on wellness services and in specialty 
areas such as cancer and cardiac programs. 

The PIRC division is expanding new sites and the number of participating doctors each month 
and continued growth is expected throughout 2008 and into 2009. 
 

Report on Internal Control Over Financial Reporting 

The Company’s management is responsible for establishing and maintaining adequate internal 
control over financial reporting. Any system of internal control over financial reporting, no 
matter how well designed, has inherent limitations. Therefore, even those systems determined 
to be effective can provide only reasonable assurance with respect to financial statement 
preparation and presentation. 
 
Additional Information 

Additional information on the Company may be found on SEDAR at www.sedar.com . 

 
 
 
 
Toronto, Ontario 
November 28, 2008 


