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AN T HO N Y C LA R K IN TE RN AT IO N AL IN SU R AN CE B RO K ERS LT D .
In te rim C onso lid a ted  B a lance  Sh eets
(un aud ited)

June  30 , M arch  31 ,
2008 2008

 
ASSET S
C ur ren t asse ts:
    C ash 1 ,672 ,480$      403 ,554$               
    Ac coun ts receivab le 2 ,584,005 2 ,469,843
    R ece ivab le  on  s ale  o f an  agency 101,860 102,790
    Pr epa id  expens es 320,773 257,394
    Inc om e taxes rece ivab le -                  147,428

 
4 ,679,118 3 ,381,009

D ue  from  directo r ( no te  8 ) 21,350 25,100

Fixed  asse ts 457,007 493,440

C us tom er accounts 1 ,591,293 2 ,111,727

D efe rred financing  cos ts 662,784 739,709

N on -com pe tition ag reem en ts 42,720 274,705

Franch is e fees 2 ,435,133 2 ,656,179

Goodwill 15 ,437,501 15 ,564,070

25 ,326 ,906$    25 ,245 ,939$          

L IABIL ITIES 
C ur ren t liab ilit ies:
    Ac coun ts payable  and acc rued  liab ilities 2 ,330 ,088$      2 ,014 ,590$            
    C u rren t po rtion of  long  ter m -deb t  (note  3 ) 666,936 770,261
    C u rren t po rtion of  ob ligat ions under capita l leases ( no te  4 ) 33,433  39,857
    Inc om e taxes payab le 43,329  -                        

3 ,073,786 2 ,824,708

 
Ob liga tions under cap ita l leases  (no te  4 ) 29,671 34,431
Long-te rm  deb t (note 3)  28 ,700,613 28 ,777,539
Fu tu re  incom e taxes 32,060 63,767
N on -con tro lling in te rest  in conso lida ted  subsid iar y (no te  5) 236,441 -                        

32 ,072,571 31 ,700,445

C om m itm en ts  (note  11)

SH AR EHO LDER S' EQU ITY
Shar e cap ita l (note  6 ) 10 ,197,279 10 ,197,279
Accum u lated othe r com prehensive  incom e 277,811 286,481

C on tribu ted  su rp lus 1 ,587,888 1 ,564,362
D ef icit (18 ,808 ,643)    ( 18 ,502 ,628)          

(6 ,745 ,665)      (6 ,454 ,506)            

25 ,326 ,906$    25 ,245 ,939$          
Subs equen t  even t (note 15)

 
See accom panying  no tes to the  unaud ited  in te rim  conso lidated financial s ta tem en ts.  



 
 
 
 
ANTHONY CLARK INTERNATIONAL INSURANCE BROKERS LTD.
Interim Consolidated Statements of Operations and Comprehensive Loss
(unaudited)

2008 2007

 
Revenue 3,915,463$  2,382,000$     
    
Expenses:
    Salaries and wages 2,091,381 1,597,856       
    General and administrative 985,110 530,553          
    Rent 284,448 175,825          

    Stock-based compensation (note 7) 23,526         -                  
3,384,465 2,304,234

Earnings before interest, income taxes, depreciation and 
amortization 530,998 77,766

    Other income (note 5) 1,165,207    -

    Interest and financing costs (note 12) (867,263)      (533,228)         

    Depreciation and amortization (964,259)      (229,577)         

Earnings (loss) before income taxes (135,317)      (685,039)         

    Income taxes:
    Current (200,757)      -                  
    Future 31,707         58,357            

(169,050)      58,357            

Non-controlling Interest (1,648)          -

Net earnings (loss) for the period (306,015)      (626,682)         

Other Comprehensive Income (loss)
Unrecognized gain (loss) on translation of financial statements of 
self-sustaining foreign operations (8,670)          293,205          

Comprehensive Income (loss) (314,685)$    (333,477)$       

Earnings (loss) per share - basic and diluted ($0.04) ($0.07)
 

See accompanying notes to the unaudited interim consolidated financial statements.

For the three months ended June 30,

 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
Anthony Clark International Insurance Brokers Ltd.
Interim Consolidated Statement of Shareholders' Equity
For the three months ended June 30, 2008
(unaudited)

     

Shares Amount

Accumulated other 
comprehensive 

income 
 Contributed 

surplus Deficit

Balance, March 31, 2008 8,551,978       10,197,279$   286,481$               1,564,362$  (18,502,628)$  
Stock-based compensation  -                 -                        23,526         -                  
Unrealized loss on translation of financial statements of  self-
sustaining foreign operations  -                 (8,670)                   -               -                  

Net earnings (loss) for the period  -                 -                        -               (306,015)         
Balance, June 30, 2008 8,551,978       10,197,279$   277,811$               1,587,888$  (18,808,643)$  

See accompanying notes to the unaudited interim consolidated financial statements.

Share capital

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
An tho ny C lark In tern ation al In surance Bro kers Ltd .
In terim Conso lid ated  Statem en ts o f Cash  F low
(un aud ited)

2008 200 7

Cas h flow from (us ed in) operat ing activit ies:
 
Net earnings (los s) for  the period ( 306,015)$    (626,682)$       

Adjustments to reconcile net  cash provided by operating act ivities 

    Deprec ia tion and amort ization 599,782       229,577          
    F uture income taxes (recovery) (31,707)        ( 58,357)           
    Am ortizat ion of deferred f inancing costs and loan discounts 24,946         16,362            
     Impairment o f deferred financing c osts 164,833       -                  
    Stock- based compensation 23,526 -                  
     Impairment o f non-competition agreements 215,418 -                  
     Impairment o f franchis e fees 149,059 -                  
     Non-contro lling in terest 1,648 -                  
     Gain on sale o f in terest in  consolidated subsid iary (note 5) (1 ,165,207)   -                  

 ( 323,717)      (439,100)         

Changes in  non-cash w ork ing capital accounts:
    Ac counts receivable ( 129,768)      (349,467)         

    Pr epaid expens es (64,573)        ( 76,401)           

    Ac counts payable and acc rued liab ilities 323,741       (176,597)         

    Inc om e taxes 190,757       -                  
(3 ,560)          (1,041,565)      

Cas h flow from (us ed in) f inancing activities:
    Repayments on long-term debt ( 228,078)      (103,942)         
    Pr oceeds f rom  long-term  debt 229,097 265,550          
    Deferred f inanc ing costs ( 109,465)      -                  

( 108,446)      161,608          

Cas h flow from (us ed in) invest ing activities :
     Additions to  f ix ed assets (3,087)          ( 38,917)           
     Repaym ent on due f rom d irector 3,750           -                  
     Proceeds on sale o f in terest in  consolidated entity (note 5) 1,400,000    -                  

1 ,400,663    ( 38,917)           

Effect of  for eign ex change (19,731)        339,262          

Increase in cash during the period 1,268,926    (579,612)         

Cas h, beginning of  period 403,554       773,982          

Cas h, end of  period 1,672,480$  194,370$        

See note 14.

See accompanying notes to the unaudited  in terim consolidated f inancia l sta tem ents.

For the  thre e months ende d June 30,

 
 
 

 



 

 
Anthony Clark International Insurance Brokers Ltd. 
NOTES TO THE UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
For the three months ending June 30, 2008 
       

 
 
Anthony Clark International Insurance Brokers Ltd.'s (the “Company”) primary business activity 
involves the operation of general insurance brokerages in Canada and the United States. Shares of 
the Company trade on the TSX Venture Exchange under the symbol “ACL”. Revenues are attributed 
to geographic areas based on the location of resources producing the revenues. 
 
The unaudited interim consolidated financial statements have been prepared in accordance with 
Canadian generally accepted accounting principles for interim financial statements. The financial 
information included herein is unaudited. The interim consolidated financial statements follow the 
same accounting policies and methods of application as the most recent audited annual 
consolidated financial statements for the year ended March 31, 2008. As the interim consolidated 
financial statements do not contain all the disclosures required in annual financial statements, they 
should be read in conjunction with the Company’s March 31, 2008 audited annual consolidated 
financial statements. 
 

 
1. NATURE OF OPERATIONS 
 
 Anthony Clark International Insurance Brokers Ltd. (the “Company”) operates general insurance 

brokerages in Canada and the United States.  On October 31, 2006, in conjunction with new debt 
financing, the Company’s existing brokerage locations in the U.S. were required to begin operating 
as franchises of Brooke Franchise Corporation, a national franchise insurance brokerage 
organization.  The Company paid initial franchise fees for all its U.S. locations and will pay ongoing 
franchise fees based on commissions processed by the franchisor. 

 
 
2. ACCOUNTING POLICIES 
  
 Adoption of new accounting standards 
 

 Effective on April 1, 2008, the Company adopted Section 3862 “Financial Instruments – Disclosures” 
and Section 3863 “Financial Instruments- Presentation” which replaces the disclosure requirements 
of Section 3861 “Financial instruments – Disclosure and Presentation. Section 3862 requires 
additional disclosure of the risks associated with financial instruments and of how those risks are 
managed. Section 3863 carries forward standards for the presentation of financial instruments and 
non-financial derivative instruments and provides additional guidance for the classification of 
financial instruments. Comparative information about the nature and extent of risks arising from 
financial instruments is not required in the year Section 3862 is adopted. The adoption of Section 
3862 and Section 3863 did not have an impact on the Company’s results of operations or financial 
condition. 

 
 Effective on April 1, 2008, the Company adopted Section 1535 “Capital disclosures” which requires 

increased disclosure of information regarding a company’s capital and how it is managed. The 
standard requires enhanced disclosures with respect to an entity’s objectives, policies and 
processes for managing capital, what the entity regards as capital, and the entity’s compliance with 
any external capital requirements and related consequences of non-compliance. The adoption of 
Section 1535 did not have an impact on the Company’s results of operations or financial condition. 

 
 
 
 
 
 
 
 
 
 



 
 
 Future accounting standards 
  
  International Financial Reporting Standards (“IFRS”) The Canadian Accounting Standards 

Board will require all public companies to adopt IFRS for interim and annual financial statements 
relating to fiscal years beginning on or after January 1, 2011. Companies will be required to provide 
IFRS comparative information for the previous fiscal year. The transition from Canadian GAAP to 
IFRS will be applicable for the Company for the first quarter of its 2012 fiscal year when the 
Company will prepare both the current and comparative financial information using IFRS. The 
Company expects the transition to IFRS to impact financial reporting, business processes and 
information systems. The Company has started the initial planning and assessment phase to ensure 
a timely transition to IFRS. 

 
  Goodwill and Intangible Assets In November 2007, the CICA issued amendments to Section 1000 

“Financial Statement Concepts” and Accounting Guideline 11 “Enterprises in the Development 
Stage”, issued a new Section 3064 “Goodwill and Intangible Assets” to replace Section 3062 
“Goodwill and Other Intangible Assets”, withdrew Section 3450 “Research and Development Costs” 
and amended Emerging Issues Committee Abstract 27 “Revenues and Expenditures During the 
Pre-operating Period” to not apply to entities that have adopted Section 3064. These amendments 
provide guidance for the recognition of internally developed intangible assets, including assets 
developed from research and development activities, ensuring consistent treatment of all intangible 
assets, whether separately acquired or internally developed. The amendments are effective for 
annual and interim financial statements relating to fiscal years beginning on or after October 1, 2008 
and therefore the Company will implement them in the first quarter of the its 2010 fiscal year, 
retroactively with restatement of the comparative periods for the current and prior year. The impact 
of implementing these amendments on the Company’s financial statements is currently being 
assessed. 

 
 
3. LONG-TERM DEBT 
     June 30,  March 31,  
  2008   2008  
 
 Term loan (U.S.$ 9,570,000) with interest at  
  the Wall Street Journal’s prime rate plus 3.5%  
  per annum with monthly principal and interest 
  payments of $ 70,873. The loan matures on 
  October 31, 2021 and is collateralized by   
  the U.S. assets of the Company.  
  See (a) below. $  6,784,113 $ 9,407,135 
 
 Operating Line of Credit with interest at Bank of 
  Canada prime plus 6% per annum with monthly  
  interest only payments.  The loan matures on 
  October 31, 2010 and is collateralized by a  
  pledge of all assets of the Company, with all other 
  debt subordinated to the Lender.  See (a) below.   -   6,442,674 
 
 Term loan (U.S.$ 10,335,359) with interest at the  
  Wall Street Journal’s prime rate plus 3.5% per  
  annum, with monthly principal and interest pay- 
  ments of $ 103,864.  The loan matures on June 15, 
  2022 and is collateralized by the U.S. assets of the 
   Company. See (a) below.  9,875,892   10,065,351 
 
 Term loan with interest only at the Royal Bank of Canada’s 

  prime rate of interest plus 2% at the time of advance 
  (6.75% per annum) until June 1, 2009 and then monthly 
  principal and interest payments of $110,960 are required 
  over the remaining 9 years. The loan matures 

  June 1, 2018 and is collateralized by the Canadian assets 
  of the Company. See (a) below.  8,962,878    - 
  
 
 



 
 
 Term loan with interest at the Royal Bank of Canada’s  

  prime rate of interest plus 2% at the time of advance (6.75% 
 per annum), with monthly principal and interest payments of 
 $1,837. The loan matures on June 24, 2018 and is 
 collateralized by the Canadian assets of the Company. 
 See (a) below.   160,000                    -

     
 Note payable (U.S.$ 3,250,000) with interest at 14% 
  per annum, with monthly interest only payments,  
  due on April 30, 2012 and collateralized by the  
  U.S. assets of the Company, subordinated to the 
  senior lender. See (a) below.   3,310,450   3,340,675 
 
 
 Note payable (U.S.$ 100,000) bearing no interest 
  with repayment in three equal annual instalments 
  beginning August 31, 2008.   101,860   102,790 
 
 Less:  Unamortized discount   (17,268)   (18,562) 

     84,592   84,228 
  
 Note payable with interest at 5% per annum and 
  repayable in monthly payments of $ 8,475 including 
  principal and interest, due on December 1, 2010 and 
  collateralized by a pledge of certain of the Canadian assets 
   of the Company, subordinated to the senior lender. 
  The amount of interest calculated on the  
  difference between the stated interest rate (5%) and 
  the market interest rate (13%) is amortized as  
  incremental interest expense and is accreted to the 
  carrying value of the note. See (a) below.    213,781   236,346 
 
 Less:  Unamortized discount   (24,157)   (28,609) 

     189,624   207,737 

 

    29,367,549  29,547,800 
 
 Current portion   (666,936)   (770,261) 
 
   $ 28,700,613 $ 28,777,539 
 
 
a) On June 12, 2008, the Company closed secured debt financing arrangements with ING Insurance 

Company of Canada (“ING”) whereby ING provided a $10,000,000 ten-year term loan facility (the 
“Repayment Facility”) along with a facility of $1,500,000 which is available for working capital 
purposes (the “Working Capital Facility”). 

 
 An amount of $8,962,878 was drawn from the Repayment Facility to repay the operating line of 

credit in full and to reduce the amount outstanding under a term loan.  Payments on the $8,962,878 
will be interest only, at the Royal Bank of Canada’s prime rate of interest plus 2% at the time of 
advance (6.75%per annum) until June 1, 2009 and then monthly payments of principal and interest 
of $110,960 are required over the remaining 9 years The remaining $1,037,122 available under the 
Repayment Facility has not yet been used and will, when drawn, be repayable in blended monthly 
principal and interest payments, with interest at the Royal Bank of Canada’s prime rate of interest at 
the date of advance plus 2%, over a 10 year period. The deferred financing costs related to the 
repaid operating line of credit and the repayment of a term loan have been written off in the quarter.  

 
 
 
 
 
 



 
 
 
 Amounts drawn under the $1,500,000 Working Capital Facility will be repayable in blended monthly 

principal and interest payments, with interest at the Royal Bank of Canada’s prime rate of interest at 
the date of each advance plus 2%, over a period of 10 years from each advance. No amounts have 
been drawn under the Working Capital Facility during the quarter. 

 
 On June 20, 2008, the Company closed a $4,500,000 ING loan facility (the “Acquisition Facility”) to 

its subsidiary Anthony Clark Insurance Brokers Ltd. The Acquisition Facility is available to finance 
the potential future Canadian expansion projects and purchases of Canadian insurance brokerages.  

 The amount of $160,000 was drawn to add to current working capital during the quarter. 
 
 The Company must also satisfy certain covenants on an ongoing basis starting with the quarter 

ending September 30, 2008 and failure to maintain compliance would result in the loans becoming 
due on demand. 

  
 The above ING facilities have been fully guaranteed and secured by the Canadian assets of the 

Company. Also, in conjunction with the refinancing, the U.S. denominated debt is now secured by 
the U.S. assets only. 

.  
 
b) The Company is obligated to make the following principal payments in each of the next five fiscal 

years: 
 
   2009 $     666,936 
   2010   1,487,962 
   2011   1,539,550 
   2012   4,924,020 
   2013   1,761,843 
   Thereafter  18,987,238 
     $ 29,367,549 
 
 

 
4. OBLIGATIONS UNDER CAPITAL LEASES   June 30,   March 31, 
    2008   2008 
 
 Obligations under capital leases, collateralized  
 by the assets under lease $  63,104 $       74,288 
 
 Current portion   (33,433)       (39,857) 
 
  $  29,671 $  34,431 
 
 
 
5. NON-CONTROLLING INTEREST IN CONSOLIDATED SUBSIDIARY 

 
The Company has closed an equity financing wherein ING purchased a minority interest in Anthony 
Clark Insurance Brokers Ltd., a recently incorporated subsidiary of the Company. The Company 
recognized a gain on closing of the equity financing, which is reflected as Other income. Under 
certain terms and conditions of the agreement, the Company may be required to repurchase the 
minority interest. 

 
 
 
 
 
 
 
 
 
 
 
 



 
 
6. SHARE CAPITAL 
 
 a) Authorized 
   Unlimited common shares without par value 
 
 b) During the quarter ended June 30, 2008, there were no changes in the warrants outstanding. 
 
  The following table summarizes information about the warrants outstanding and exercisable at 

June 30, 2008: 
                 Exercise  
              Expiry date               Number                 price  
 
             June 15, 2010     1,439,128          $        0.80 
 
 
7. STOCK-BASED COMPENSATION 
 
 The Company has an incentive stock option plan which provides for the award of stock options to 

directors, officers, employees and consultants.  A maximum of 1,601,395 common shares are 
reserved under the plan.  The terms and exercise prices of all stock option awards are determined 
by the directors at the time of issue.  

 
Changes in stock options during the periods ended June 30, 2008 and March 31, 2008 are as         
follows: 

 
                                                                 June 30,                 March 31,  
                  2008            2008  
        Weighted        Weighted 
         average         average 
     Number of      exercise     Number of      exercise 
       options         price       options        price  
   
 Outstanding,  
  beginning of period   1,601,395  $ 0.43   1,268,571 $ 0.76 
 Awarded   -                 -   937,348  0.30 
 Cancelled   -                 -   (604,524)      (0.90) 
 Expired   −   −   -       - 
 Outstanding, 
  end of period   1,601,395  $ 0.43   1,601,395 $ 0.43 
 
 Exercisable,  
  end of period   820,271  $ 0.55   664,047 $ 0.62 
 
 
The following table sets forth information relating to stock options outstanding as at June 30, 2008: 
 
 

Expiry 

Range of 
exercise 
prices 

Number 
outstanding 
at June 30, 
2008 

Weighted-
average 
remaining 
contractual 
life 

Weighted
-average 
exercise 
price 

Number 
exercisable 
at June 30, 
2008 

Weighted-
average 
exercise 
price 

      
8/29/2008              0.81       144,334            0.17 $  0.81     144,334      $  0.81 

12/31/2008              0.37       383,550            0.50 0.37     383,550           0.37 
8/5/2009              1.10       121,163            1.08 1.10     121,163           1.10 

8/16/2009              1.25         15,000            1.08 1.25       15,000           1.25 
2/28/2010              0.30       937,348            1.67 0.30     156,224           0.30 

  
$0.30 to 

$1.25   1,601,395            1.20 $  0.43     820,271  
 

   $  0.55 
          
 
 



 
 
 
 
 
  
 On February 15, 2008, the Company granted 937,348 options to purchase common shares at a 

price of $ 0.30 per share to certain employees, directors, and consultants.  The options vest over a 
period of eighteen months from the date of grant and expire on February 28, 2010. The fair value of 
stock options awarded to employees, directors and consultants of $141,158 will be recorded to 
stock-based compensation expense and contributed surplus over the vesting period and was 
estimated on the dates of awards using the Black-Scholes option pricing model with the following 
assumptions: 

      
 Risk-free interest rate   3.25%   
 Estimated volatility   91%   
 Expected lives   2.04 years    
 
 The average fair value of stock options awarded during the 2008 fiscal year, as calculated using the 

Black-Scholes option pricing model, was $ 0.15 per stock option. 
 
 The Black-Scholes option pricing model was developed for use in estimating the fair value of stock 

options that have no vesting provisions and are fully transferable.  Also, option pricing models 
require the use of estimates and assumptions including expected volatility.  The Company uses 
expected volatility rates which are based upon historical volatility rates.  Changes in the underlying 
assumptions can materially affect these fair value estimates. 

 
 
8. RELATED PARTY TRANSACTIONS 
 
 The Company enters into transactions with related parties from time to time in the normal course of 

business.  Related party transactions are measured at the exchange amount, being the amount of 
consideration established and agreed to between the related parties, unless otherwise noted. 

 
 During the quarter ended June 30, 2008, the Company incurred $ 79,390 (2007 – $ 25,570) of legal 

fees with a law partnership in which a director of the Company is also a partner. 
 
 
9. CAPITAL MANAGEMENT 

 
The Company considers the capital it manages to be the amounts it has in cash and cash 
equivalents, debt (long-term and short-term borrowings) and shareholder’s equity. 
 
The Company’s objectives when managing capital are to: 
- safeguard the Company’s ability to continue as a going concern 
- ensure sufficient liquidity to support its financial obligations and execute its operating and strategic 

plans 
- optimize the cost of its capital at an acceptable level in light of current and future industry, market 

and economic risks and conditions  
- utilize the long-term funding sources to manage its working capital and restructure debt to 

minimize the cost of its capital 
- acquire assets and dispose of non-performing assets  
 
The Company’s debt contains general security restrictions and debt covenants. The Company’s 
debt covenants come into effect starting September 30, 2008. 
 
The declaration and payment of dividends and the amount thereof are at the discretion of the Board. 
In order to maintain and maximize growth, maintain sufficient liquidity to support its financial 
obligations and optimize the cost of capital. The Company currently does not pay out dividends. 
 

 
 
 
 
 
 



 
 
 
 
 
 
10. FINANCIAL RISK MANAGEMENT 
 
 The Company is exposed to credit risk, foreign currency risk, interest rate risk and liquidity risk as a 

result of holding financial instruments. The Company’s financial instruments consist of cash, 
accounts receivable, an amount receivable on sale of an agency, an amount due from a director, 
accounts payable and accrued liabilities, long-term debt and obligations under capital leases. 

 
 Fair value 

The carrying values of cash, accounts receivable, the amount due on sale of an agency, and 
accounts payable and accrued liabilities approximate their fair values due to the relatively short 
periods to maturity of the instruments.  The fair value of the amount due from a director and the 
obligations under capital leases are approximated by their carrying values as these items bear 
market rates of interest.  The fair value of long-term debt is approximated by their carrying amounts 
as the long-term debt either bears a fair market rate of interest or the carrying amount was 
discounted to reflect a below market rate of interest. 
 

 Credit risk 

 The Company is exposed to credit risk resulting from the possibility that counterparties may default 
on their financial obligations, or if there is a concentration of transactions carried out with the same 
counterparty or of financial obligations which have similar economic characteristics such that they 
could be similarly affected by changes in economic conditions. The Company’s financial instruments 
that are exposed to concentrations of credit risk relate primarily to cash, accounts receivable from 
clients, insurance carriers and the franchisor. Cash is in place with major financial institutions.  
Concentrations of credit risk with respect to client and carrier accounts receivable are limited due to 
the large number of customers and carriers. The amounts receivable from the franchisor are actively 
monitored on an ongoing basis and settled on a frequent basis in accordance with the terms 
specified in the applicable agreements. The Company has evaluation and monitoring processes in 
place and writes off accounts when they are determined to be uncollectible. 

 
 Foreign currency risk 

 The Company conducts business operations in the United States and has U.S. dollar denominated 
indebtedness and is therefore exposed to cash flow risks associated with fluctuations in the relative 
value of the Canadian and U.S. dollar.  The Company does not engage in hedging activities or use 
financial instruments to reduce its risk exposure. 

 
 Interest rate risk 

 Certain of the Company’s indebtedness bear interest at floating rates, which exposes the Company 
to interest rate cash flow risk. Should the base rate of interest increase in the future, the Company’s 
required interest payments will also increase. The Company manages its exposure to fluctuations in 
its interest expense, through a mix of fixed and variable interest rates. 
 
Liquidity risk 

Liquidity risk is the risk that the Company cannot meet a demand for cash or fund its obligations as 
they come due. Liquidity risk also includes the risk of not being able to liquidate assets in a timely 
manner at a reasonable price. The Company meets liquidity requirements by managing cash flows 
and being in an industry where its assets are fairly reasonably readily convertible into cash in the 
short-term. 

 
The Company’s ability to obtain funding from external sources may be restricted if the Company’s 
financial performance and condition deteriorate. In addition, credit and capital markets are subject to 
inherent global risks that may negatively affect the Company’s access and ability to fund its short-
term and long-term debt requirements. The Company mitigates these risks by actively monitoring 
market conditions and diversifying its sources of funding and debt maturity. 
 
 
 
 
 



 
 
 
 
 

 
 
11. COMMITMENTS 
 
 The Company leases office premises under operating leases that expire at various dates during the 

2009 through 2012 fiscal years. In addition, the Company has current obligations under certain 
advertising contracts.  The Company’s minimum lease and other payments under the agreements 
are as follows: 

 
  2009 $  1,657,574 
  2010   857,745 
  2011   529,804 
  2012   75,492 
   $  3,120,615 
 
12. INTEREST AND FINANCING COSTS 
 
             June 30,    June 30, 
     2008   2007 
 
 Canadian Operations 
 
  Interest on long-term debt $  24,614 $  4,251 
  Interest on operating line of credit   145,905   71,546 
  Amortization of deferred financing costs and loan discount   10,813   6,697 
  Impairment of deferred financing costs on long-term debt   84,298   - 
  Interest on obligations under capital lease   1,161           1,853 

      266,791   84,347 
  
 U.S. Operations 
 
  Interest and loan fees on long-term debt $  505,656 $  438,631 
  Amortization of deferred financing costs and loan discount   14,133   9,665 
  Impairment of deferred financing costs on long-term debt         80,535   −

 Interest on obligations under capital lease   148   585 
      600,472   448,881 
 
    $  867,263 $  533,228 
 
 
13. SEGMENT DISCLOSURES 
 
 The Company operates in two geographic regions, Canada and the United States.  There were no 

inter-segment transactions during the reporting periods: 
 
 

Operating Segments Canada U.S Consolidated Canada U.S Consolidated

Revenue $1,555,556 $2,359,907 $3,915,463 $1,356,705 $1,025,295 $2,382,000

Net earnings (loss) 1,018,909 (1,324,924)     (306,015)          (20,923)         (605,759)          (626,682)         

Identifiable assets 5,093,224 20,233,682 25,326,906 4,160,509 24,506,974 28,667,483

Depreciation and amortization 80,457 883,802 964,259 113,650 115,927 229,577

Interest and financing costs 266,791 600,472 867,263 84,347 448,881 533,228

Fixed assets, intangibles and
goodwill $2,473,410 $17,490,244 $19,963,654 $2,832,468 $21,036,967 $23,869,435

Three months ended June 30, 2008 Three months ended June 30, 2007

 
 
  



 
 
 
 
 
 
 
14. SUPPLEMENTAL CASH FLOW INFORMATION 
 
 During the three months ended June 30, 2008 and 2007, the Company paid interest of $ 695,044 

and $ 504,449 respectively, and paid income taxes of $ 10,000 and $ Nil, respectively. 
 
 During the three months ended June 30, 2008 and 2007, the Company had non-cash transactions 

as follows: 
       2008   2007  
 
 Financing activities 
        
  Capital lease for financing fixed asset purchase $  - $        62,983

 Debt incurred for costs of acquisition and debt   -  14,266,812 
 
       -  14,329,795 

 Investing activities 
   
  Working capital loan proceeds receivable   -  (1,062,699) 
  Purchase of goodwill for note payable   -  (9,731,258)

 Fixed asset additions financed by capital lease   -       (62,983) 
  Purchase of fixed assets for note payable   -     (265,675)

 Purchase of customer accounts for note payable   -  (1,739,867)
 Franchise fees and financing costs paid with debt incurred   -  (1,467,313) 

   
       -      (14,329,795) 

 
    $  − $  − 
 
 
15. SUBSEQUENT EVENT 
   
 Effective July 1, 2008, the Company, through its Canadian subsidiary, acquired the books of 

business of some of its independent contractors which are processed through the Canadian 
subsidiary, for purchase consideration of $1,606,990. To finance the purchase, the Company drew 
on the Acquisition Facility in the amount of $1,283,720. The remaining balance is payable to the 
vendors in the amount of $181,582 and $141,688 at the end of the first year and second year after 
closing, respectively. Under the terms of the various purchase agreements, the purchase price is 
subject to a downward adjustment based on the actual commission revenue.   

 
 
 


