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DESTINY RESOURCE SERVICES CORP. 

2006 Third Quarter Interim Report 
As at and for the Three and Nine Months Ended September 30, 2006 

 
 
Destiny provides Seismic Front-End Services comprised of seismic survey and mapping (Wolf Survey & Mapping), 
seismic line clearing (Destiny Resources) and shot-hole drilling (Double R Drilling) to energy explorers and producers 
and to seismic acquisition companies.  Destiny also provides navigation, positioning and asset management 
technology to improve the productivity and safety of seismic operations through its Kodiak Nav Solutions division and 
locating services to a variety of industries through its Advanced Locating Service division. 
 
Common shares of Destiny Resource Services Corp. trade on The Toronto Stock Exchange under the ticker symbol 
DSC. 

 
FINANCIAL HIGHLIGHTS 

 

 Three Months Ended Nine Months Ended 

 September 30, September 30, 

 2006 2005 Change 2006 2005 Change 

($000s, except per share amounts) $ $ % $ $ % 

Revenue 23,637 21,216 11% 66,770 52,613 27% 

EBITDA (1) 3,531 2,533 39% 10,898 7,534 45% 

Per share � basic and diluted 0.63 0.46 37% 1.95 1.36 43% 

Net income for the period 1,869 1,325 41% 5,686 5,394 5% 

Per share � basic and diluted 0.34 0.24 40% 1.02 0.98 4% 

Weighted average shares outstanding 
for the period(000s)       

Basic (2) 5,575 5,554 0.4% 5,575 5,522 1% 

Diluted (2) 5,594 5,567 0.5% 5,594 5,527 1% 
       

    Sept. 30, Dec. 31,  

    2006 2005 Change 

As at      $ $ % 

Working capital     4,990 601 730% 

Total assets    30,023 21,744 38% 

Shareholders� equity    13,459 11,786 14% 

Book value per share outstanding       2.41 2.13 13% 
(1) EBITDA is provided to assist investors in determining the ability of Destiny to generate cash from operations.  

EBITDA is calculated from the consolidated statement of income as gross margin less general and administrative 
expenses (not including gain on disposal of property and equipment). This measure does not have any 
standardized meaning prescribed by GAAP and may not be comparable to similar measures presented by other 
companies; however, Destiny is consistent in its calculation of EBITDA for each reporting period. 

(2) There are 5,575,081 shares and 53,000 (50,000 are in-the-money) options outstanding as at November 08, 
2006. 
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LETTER TO SHAREHOLDERS 
 

Fellow Shareholders, 
 

Q3�06 continued Destiny�s strong year, with substantial increases for both the 3 and 9 month periods in gross margin, 
EBITDA, EBITDA per share, net income and net income per share. 
 

As we participate in the strength of seismic activity in Canada, and increasingly in the United States, we are taking 
several steps to improve our ability to meet the growing demand for our expertise and services.  This report highlights 
advances in our management structure and abilities and in the growth and expansion of our services and capabilities. 
 

New Business Initiative:  Locating Services 
 

As announced by our November 1, 2006 press release, Destiny has acquired Advanced Locating Services Inc. for 
$1.3 million, subject to adjustments.  Advanced offers pipeline locating, 1st Call Management and inspection services 
to the oil and gas and utility industry throughout western Canada.  Advanced currently has 40 field personnel capable 
of handling all facets of its locating services.   
 

The genesis of this transaction was our Wolf Survey division looking to assure quality and quantity of supply of 
pipeline locating services, a necessary input component in many of Wolf�s jobs.  Wolf has used Advanced as its main 
supplier of this service and we were delighted to have our needs and plans coincide with the personal and growth 
aspirations of Mike and Paula Derouin, the founders and owners of Advanced.  Mike Derouin will continue to manage 
Advanced, reporting within Destiny to Joe Pilieci, Vice-President, Survey Canada; Technology Operations; Safety, 
Health & Environment. 
 

The transaction closed on October 31, 2006, with an effective date of August 1, 2006.  Destiny anticipates Advanced 
will add EBITDA in excess of $0.5 million for 2007. 
 

Management Initiatives 
 

There have been a number of changes in our organization in the recent past.  (These are not in a particular order.) 
 

1. Jim Holt has taken overall responsibility for operations, with the title of Chief Operating Officer.  Divisional 
management now reports to Jim on operational matters.  Capital expenditures and strategic matters continue to 
be reviewed by the CEO and the Executive Management Team. 

 

2. Pete Scott joined Destiny and has taken responsibility for our Double R Drilling division, with the title of Vice-
President, Drilling.  Pete�s expertise and 30 years of seismic experience will be valuable to us as our drilling 
business continues to grow and meet the challenges of the market. 

 

3. Ed Kapala joined Destiny as Safety Manager.  Ed�s experience and background, including several years with 
Double R Drilling, are moving the administration of our safety program steps forward.  Destiny has an extremely 
strong commitment to safety:  Ed will help the management of safety catch up to results.  Ed reports to Joe Pilieci, 
Destiny�s Chief Safety Officer. 

 

4. Tom Stewart is Information Systems Manager.  Tom has moved from being a consultant with Destiny as a client 
to having full-time responsibility for keeping our information and communication flows and abilities meeting 
expectations.  Tom reports to Patrick Egli, CFO. 

 

5. We are working to integrate the operations of Wolf Canada, Wolf USA and Kodiak.  Mark Strickland is leading the 
operations integration initiative with the goal of having all 3 divisions run as effectively and efficiently as does Wolf 
Canada.  Mark reports to Joe Pilieci. 

 

6. Joe Pilieci has responsibility for sales for Wolf Canada, for operations for Wolf Canada, Wolf USA and Kodiak and 
for our overall corporate commitment to safety.  Joe�s titles are Vice-President, Survey Canada; Technology 
Operations; Safety, Health and Environment, and Chief Safety Officer. 

 

7. Warren Plue has responsibility for sales for Kodiak and for Wolf USA, for business development, product 
development and processes for Kodiak and for business development opportunities in the United States for 
Kodiak and Wolf USA.  For operating matters, Warren reports to Jim Holt.  With respect to product development 
and business development, Warren reports to the CEO.  Warren�s title is Vice-President, Survey US; Navigation 
and Positioning. 
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8. Jim McLellan will continue to lead the product development side of Kodiak.  We are looking to Jim and his group 
to help Destiny deliver world class products for internal use and for Destiny to use in providing services to our 
clients.  Reporting to Warren Plue, Jim has responsibility for understanding the needs of our clients and keeping 
an eye on other products out there as we seek to lever off of his and Destiny�s expertise to create strong 
commercial opportunities. 

 

The effort to integrate operations for Wolf Canada, Wolf USA and Kodiak began with the idea of making our 
Geographic Information Services (GIS or mapping) more effective.  With leadership from Mike Young, we are working 
to have an integrated GIS group, offering GIS services to meet the operations needs of our several businesses.   
 

This led to looking at how we deliver services across those 3 divisions and how we can be more effective and 
efficient.  From this grew the determination to integrate operations, technology services and other core competencies 
essential to support the work in the field. 
 

In conjunction with this, we took a renewed look at the growth opportunities for Kodiak and how to best capitalize on 
these with our existing resources.  The answer lay in tapping into the respective strengths of each of Warren Plue 
and Joe Pilieci.   As such, and to build on the strengths and progress of Wolf US to date, we are turning to the vision, 
growth and relationship building skills of Warren and the sales and organizational skills of Joe to advance the well-
being of Kodiak, Wolf and all of Destiny. 
 

Expansion Initiatives 
 

Critical to being able to meet the service needs of our clients is having adequate equipment, properly maintained.  
We do a great deal of the mechanical maintenance and repairs internally and in order to keep up with the growing 
demand we expanded the shop and office at our Grande Prairie facility, adding 3,200 square feet to the shop and 
1,300 square feet to the office for a total cost of $0.6 million. 
 

Likewise, we have made, and continue to make investments in capital equipment.  Even with a very large capital 
expenditure amount of $8.7 million in 2005, in addition to the Grande Prairie expansion we have spent $2 million in 
the first 3 quarters of 2006 and spent or committed another $1.8 so far in Q4�06.  2006 cap ex includes additional 
survey, line-clearing and drilling equipment. 
 

Kodiak update 
 

In January 2005, Destiny bought Kodiak Nav Solutions.  Our intent was to build on the existing navigation business of 
Kodiak and to exploit Kodiak�s intellectual capability and intellectual property to enhance Destiny�s survey capacity.  
As reported previously, progress on the latter goal has been slower than expected.  We are now moving to testing 
enhanced versions of our positioning hardware and software and hope to be in a position to report on progress by the 
end of Q1�07.  
 

Outlook 
 

While oil prices have settled below record levels and natural gas spot and near term prices have apparently caused 
some reduction in shallow gas drilling, the bidding and commitment process for Q4�06 and Q1�07 points to increased 
levels of activity for Destiny.  Our growth opportunities will be enhanced by the management and expansion initiatives 
described above and by our capacity, through a debt-free balance sheet, to finance capital expenditures necessary to 
support greater levels of activity.  The limiting factor is neither demand nor competition, but rather our ability to retain 
our people (for which we have an excellent track record) and to attract and train others to do our work, always with 
the commitment to safety and quality that is Destiny.  Our Executive Management Team is adding ever greater 
emphasis to human resource issues as we seek to capitalize on ever growing opportunities. 
 
Thank you to those who make it happen 
 
And to those people with us today, in the field and in our shops and offices (Calgary, Grande Prairie, Denver) we 
thank you for the base you have built � and continue to build upon � as your efforts and commitments move Destiny 
forward. 
 
On behalf of the Board of Directors, 

 
Bruce R. Libin, Q.C. 
Executive Chairman and 
Chief Executive Officer 
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MANAGEMENT�S DISCUSSION AND ANALYSIS (�MD&A�) 
 
The following discussion and analysis of financial results for the three month and nine month periods ended 
September 30, 2006 (�Q3�06� and �2006 YTD�) and September 30, 2005 (�Q3�05� and �2005 YTD�) is based on 
information available until November 08, 2006 (unless otherwise noted) and upon the Company�s unaudited 
consolidated interim financial statements for the periods presented, which were prepared in accordance with 
Canadian generally accepted accounting principles with the exception of a complete set of notes, and should be read 
in conjunction with the Company�s consolidated financial statements and Annual Report for the fiscal year ended 
December 31, 2005. 
 
Forward-looking Information 
 
Statements in this Management�s Discussion and Analysis relating to matters that are not historical facts are forward-
looking statements. Such forward-looking statements involve known (see Business Risks section) and unknown risks 
and uncertainties which may cause the actual results, performances or achievements of the Company to be 
materially different from any future results implied by such forward-looking statements.  
 
 

REVENUE 
 
Revenue for Q3�06 at $23.6 million increased by 11.4% from $21.2 million in Q3�05. 2006 YTD revenue at $66.8 
million represented a 26.9% increase from $52.6 million over the same period last year. 67% of revenue for 2006 
YTD was represented by one client compared to 71% last year (for additional information refer to the Working Capital 
section). Commodity prices remain relatively high and exploration continues to be a growing focus within the oil and 
gas industry, which in turn has translated into increased overall revenues for the Company.  
 
 

GROSS MARGIN 
 

Gross margin for Q3�06 was $4.7 million representing 19.9% of revenues compared to $4.0 million representing 
19.1% of revenues over the same quarter last year.  Gross margin for 2006 YTD was $14.5 million representing 
21.7% of revenues compared to $10.6 million representing 20.2% of revenues over the same period last year. This 
increase arose from greater activity levels in Q1�06 and Q3�06 over the same quarters last year.  Also there were 
modest rate increases which were effective at the beginning of 2006. 
 
 

GENERAL AND ADMINISTRATIVE (�G&A�) EXPENSES 
 
General and administrative expenses were $1.2 million for Q3�06 compared to $1.5 million over the same period last 
year and represented primarily the costs associated with the corporate head office and the lease of office and shop 
for head office and two divisions. 2006 YTD expenses were $3.6 million compared to $3.1 million over the same 
period last year which represented an overall increase of $0.5 million. Current year to date accruals for the profit 
sharing plans were $0.4 million higher than last year due to higher profitability levels.  The remaining difference can 
be attributed to increased infrastructure costs in response to increased business activities. 
 
The profit sharing plans have been instituted to align the Company�s incentive compensation for key employees with 
the interests of shareholders.  The plans, which replaced bonuses and the grant of stock options, are intended to 
have the participating employees more focused on the Company�s bottom line performance and to enable the 
Company to retain and attract operating and executive management in a competitive environment.  Awards are made 
one-half in cash and one-half in shares to be purchased in the market. 
 
 

AMORTIZATION OF PROPERTY AND EQUIPMENT 
 
Amortization of property and equipment was $0.8 million for Q3�06 compared to $0.6 million over the same period last 
year representing a $0.2 million increase.  For 2006 YTD this amount was $2.3 compared to $1.4 million for 2005 
YTD. Amortization is dependant on the timing of additions to property and equipment. In 2005 a total of $8.7 million 
was invested in purchases of property and equipment. These purchases were amortized at the full rate in 2006. 
Disposals of property and equipment in 2006 resulted from normal course business activities with no specific 
noteworthy items. 

INTEREST EXPENSE 
 
Interest expense for 2006 YTD at $0.2 million compared to $0.1 milion in 2005 YTD.  Usage of the operating lines 
has increased due to higher business activities. 
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INCOME TAXES 
 
The Company expects to have a small loss for tax purposes for fiscal 2006 resulting in no current income tax 
expense for the year for Canadian operations.  For fiscal 2007 all non-capital tax loss carry-forwards will be fully 
utilized. The future income tax liability as at September 30, 2006 is $2.7 million, increased from the $1.5 million at the 
end of Q2�06 reflecting current business activity. Current income taxes relate entirely to foreign operations and are at 
$0.1 million at 2006 YTD. 
 
 

SUMMARY OF QUARTERLY RESULTS 
 
A summary of operating results by quarter for the last 8 quarters is as follows: 
(000's, except per share 
amounts)  

Q3 
2006 

Q2 
2006 

Q1 
2006 

Q4 
2005 

Q3 
2005 

Q2 
2005 

Q1 
2005 

Q4 
2004 

         
Total Revenue 23,636 16,934 26,199 11,844 21,216 14,793 16,604 7,430 

Income (loss) from continuing 
operations  1,869 504 3,313 1,842 1,325 1,979 2,091 (421) 

Income (loss) from 
discontinued operations  --- --- --- --- --- --- --- 72 

Income (loss) for the period 1,869 504 3,313 1,842 1,325 1,979 2,091 (349) 

Basic & diluted earnings (loss) 
per share:         

From continuing operations 0.34 0.09 0.59 0.33 0.24 0.36 0.38 (0.16) 

From discontinued operations --- --- --- --- --- --- --- 0.03 

For the period 0.34 0.09 0.59 0.33 0.24 0.36 0.38 (0.13) 

Number of shares outstanding 
weighted average 

 Basic 
 Diluted 

5,575 
5,594 

5,575 
5,596 

5,575 
5,596 

5,568 
5,591 

5,554 
5,567 

5,548 
5,571 

5,495 
5,500 

2,664 
2,664 

The above noted Summary of Quarterly Results highlights the following: 
 
1. The Company�s business is seasonal with Q1 and Q3 traditionally being the two strongest quarters. The underlying causes of 

the seasonality are weather conditions, the Company being restricted from entering and conducting work in designated wildlife 
areas at certain times of the year and the timing of client capital spending programs.  

2. The Company discontinued operations in several businesses in 2003. Amounts in 2004 represent recoveries relating to 
insurance and bad debts for these discontinued operations. 

 
 

LIQUIDITY AND CAPITAL RESOURCES 
 
Destiny's capital requirements consist primarily of working capital necessary to fund operations, capital expenditures 
related to the purchase and manufacture of operating equipment, payment of dividends and capital to finance 
strategic acquisitions.  Sources of funds available to meet these capital requirements include cash flow from 
operating activities, external lines of credit, equipment financing, term loans and access to equity markets. 
 
During 2005, the Company increased its bank facility from $5 million to $10 million, with the ability to draw to $18 
million during the months of June through September.  In addition, the rate on the facility was reduced to bank prime 
plus 1%.  During 2006, the bank facility maximum is at $10 million (the Company has determined it does not require 
additional credit) and the rate on this facility has been further reduced to bank prime plus 0.75%. 
 
The Company believes that it has the capital resources and availability to meet its working capital and capital 
expenditure requirements and to pay dividends in accordance with its dividend policy for 2006 and beyond. 
 
 

WORKING CAPITAL 
 
At September 30, 2006 net working capital was $5 million compared to $0.6 million at December 31, 2005. Significant 
components that contributed to this increase include cash generated from operations of $10.4 million, year to date net 
capital expenditures of $2 million and the payment of cash dividends of $4 million.  The working capital position at last 
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year end was low as a result of the $8.7 million in capital expenditures that were incurred during the year.  This 
investment allowed Destiny to increase its productive capacity to service rising customer demands, which has 
translated into increased overall profitability. 
 
Approximately 85% of trade accounts receivable at September 30, 2006, (67% at December 31, 2005) were 
represented by one client. Destiny provides services to this client both directly for the client�s own account (for the 
development of seismic data for the client to sell) and for work for third party exploration and production companies, 
most of which are substantial oil companies and several of which specify Destiny as their sub-contractor of choice 
when contracting with Destiny�s client. Approximately 80% of trade accounts receivable at September 30, 2006 was 
less than 60 days old (64% are less than 30 days old). Bad debt expenses for the Company�s businesses have been 
negligible over the past three years. 
 
 

PROPERTY AND EQUIPMENT 
 
Property and equipment assets totaled $11.1 million at the end of Q3�06, compared to $11.5 million as at December 
31, 2005 reflecting a net decrease $0.4 million for the year. Activity for 2006 consisted of purchases of $2 million, 
amortization of $2.3 million and disposals of less than $0.1 million. 
 
 

CONTRACTUAL OBLIGATIONS 
 
Destiny�s future contractual payment obligations are in the form of operating leases on premises and equipment.  The 
Company has no hedging, capital leases or other �off balance sheet� contractual obligations. 
 

 Payments Due by Future Year 

   less than      2 � 3 4 - 5  After 
 total 1 year      years years 5 years 

Operating Leases 3,206,938 1,082,773 1,432,852 691,313 --- 
 
Operating lease commitments have increased by approximately $1 million from Q2�06.  Vehicles that were on short-
term rental are being utilized on a 12 month basis.  Rentals generally have been converted to longer term operating 
leases that are expected to save approximately 15% in total costs over the life of the lease. 
 

SHAREHOLDERS' EQUITY 
 
Shareholders� equity increased by $1.7 million from $11.8 million at December 31, 2005 to $13.5 million at the end of 
Q3�06.  The major components within this increase were net income of $5.7 million and cash dividends of $4 million. 
 
As at November 08, 2006, the number of issued and outstanding common shares is 5,575,081 with 53,000 additional 
common shares reserved for potential future issuance pursuant to options outstanding under the Company�s stock 
option plan.  No options have been granted since March 2002. 
 
 

NEW CANADIAN ACCOUNTING PRONOUNCEMENTS 
 
The Canadian Institute of Chartered Accountants (�CICA�) has issued a number of accounting pronouncements, 
some of which may impact the Company�s reported results and financial position in future periods. See the 2005 
Annual Report and the Q1�06 & Q2�06 interim reports. 
 
 

BUSINESS RISKS 
 
Destiny is subject to the risks and variables inherent in the oilfield services industry.  Demand for the Company�s 
products and services depends on the exploration, development and production activities of energy companies.  
These activities are directly affected by factors such as oil and gas commodity prices, weather, changes in legislation, 
exchange rates, the general state of domestic and world economies, concerns regarding fuel surpluses or shortages, 
substitution through imports or alternative energy sources, changes to taxation or regulatory regimes and the broad 
sweep of international political risks such as war, civil unrest, nationalization and expropriation or confiscation, which 
are all beyond the control of the Company and cannot be accurately predicted.  The oil market is influenced by global 
supply and demand considerations and by the supply management practices of OPEC.  The natural gas market is 
primarily influenced by North American supply and demand and by the price of competing fuels.  The risks associated 
with external competition are minimized by concentrating Company activities in areas where it has demonstrated 
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technical and operational advantages and by employing highly competent staff.  Environmental standards and 
regulations are continually becoming more stringent in this industry and Destiny is committed to maintaining its high 
standards.  Destiny also mitigates business risks by establishing strategic alliances with reputable partners, 
developing new technologies and methodologies as well as investigating new business opportunities. 
 
The risks inherent in the oilfield services industry could impact the Company�s ability to meet its financial covenants 
on its revolving, bank operating loan facility. Bank lines were drawn by $2.6 million as at September 30, 2006 and 
were well below the maximum allowable limit at that time. 
 
As a service provider, Destiny�s businesses are dependent on the Company�s ability to retain and to attract and train 
the necessary personnel.  With operations principally in western Canada, Destiny is affected by the climate of labour 
shortage and inflation in Alberta.  The Company pays competitive compensation and makes efforts to supply year 
round employment as means to mitigate the risk of having an adequate supply of personnel. 
 
 

OUTLOOK 
 
Destiny believes that it has adequate working capital, cash flow from operations and access to capital to fund ongoing 
business requirements.  Management believes the Company has a cost structure that has sufficient variability to 
adapt to the volatility of its industry.  The Company has experienced management, at all levels of sales, operations 
and administration, who are motivated to achieve success in both the short- and long-term.  The Company provides 
services principally in connection with the exploration for oil and natural gas. 
 
Destiny periodically encounters expansion opportunities to consider.  These involve, in each case, the requirement 
for capital expenditures beyond the normal course for the Company.  Destiny may pursue any or all of these 
opportunities, and others that may present themselves.  In doing so the Company may incur term debt, issue equity, 
and retain cash that might otherwise be paid as dividends or any combination of the foregoing.  
 
 

DISCLOSURE CONTROLS AND PROCEDURES 
 
As defined in Multilateral Instrument 52-109, disclosure controls and procedures require that controls and other 
procedures be designed to provide reasonable assurance that financial and non-financial information required to be 
disclosed is duly recorded, processed, summarized, accumulated and communicated to management.  It must be 
disclosed on a timely basis and be in accordance with provincial and territorial securities legislation. 
 
The Company has designed and evaluated the effectiveness of its disclosure controls and procedures, as defined, 
and has concluded they were effective as of the end of the period covered by this report. 
 
 

CORPORATE GOVERNANCE 
 
Pursuant to National Policy 58-101 Disclosure of Corporate Governance Practices (�NP58-101�), the Company is 
required to disclose its corporate governance practices, as summarized below with respect to 2005. 
 
1. Board of Directors 
 
The Board of Directors is presently composed of five members, the majority of whom are independent.  Mr. Libin is a 
member of management.  Messrs. Roane, Feldman, McGoey and Rathwell are independent of management and 
except for shares of the Company that they may hold, they are free of any interest, business or other relationship 
which could reasonably be perceived to materially interfere with their ability to act with a view to the best interest of 
the Company.  Mr. Libin is the Chairman of the Board of Directors.  Mr. Roane is Lead Director. (�Lead Director� 
means, when the chair of the board is an executive officer, the director who presides over meetings, in the absence 
of executive officers, of the independent directors and who shares with the chair of the board the responsibility for 
ensuring the independence of the board and the effectiveness of the board�s functioning.)  The Company believes the 
composition of the Board of Directors fairly reflects the investment of minority shareholders. 
 
The independent directors regularly hold scheduled meetings at which the non-independent director and members of 
management are not in attendance.  Four such meetings were held in 2005. 
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Director Independent or 
Not 

Directorships in other public companies Attendance at 
Meetings(1) 

Bruce Libin(2) Not Independent Provident Energy Trust; Winstar Resources Ltd. 6 of 6 

Glen Roane Independent Badger Income Fund; Enerplus Resources Fund 6 of 6 

Nathan Feldman Independent N/A 6 of 6 

David McGoey Independent Swan Hills Energy Limited Partnership; WIN Energy 
Corporation 

6 of 6 

James Rathwell(3) Independent N/A 3 of 3 

1. During the fiscal year ended December 31, 2005, the Board held 6 meetings. 
2. Bruce Libin is Executive Chairman & CEO of the Company and is therefore defined by regulation not to be 

independent. 
3. Mr. Rathwell joined the Board in May 2005 and attended 3 of the 3 meetings held after that date. 
 
 
2. Board Mandate 
 
The Board of Directors of the Company has ultimate responsibility with respect to the business and affairs of the 
Company.  The Board of Directors discharges its responsibilities through the Audit Committee, the Compensation 
Committee and the senior executive officers of the Company.  Mr. Libin, the Executive Chairman and Chief Executive 
Officer of the Company, is a member of the Board of Directors.  At meetings of the Board of Directors, members 
receive and discuss reports on the operations of the Company, financial statements and information, significant 
capital expenditures, proposed debt and equity financing, strategic plans and any other matters of a material nature.  
The day to day operations are delegated to the senior management of the Company.  All matters of a material nature 
or significant tactical or strategic importance require the approval of the Board of Directors. 
 
Meetings are scheduled to review and approve the audited and unaudited financial statements of the Company and 
to deal with such other business as may properly come before such meetings.  Frequency of meetings, as well as the 
nature of the business to be discussed thereat, varies depending upon the activities of the Company and other events 
that affect the Company in the course of its operations. 
 
During the fiscal 2005 year, there were 6 meetings of the Board of Directors.  In addition, the Board of Directors 
approved several written resolutions without meeting. 
 
Board Committees 
 
The Board of Directors has two committees, each of which is described below.  The Board of Directors as a whole 
attends to governance functions. 
 

Audit Committee.  The Audit Committee is responsible for reviewing the Company�s financial reporting 
procedures, internal controls and the duties of the Company�s external auditors.  In addition, the Audit 
Committee meets quarterly with the Company�s auditor and reviews the Company�s financial statements and 
the auditor�s report or comments thereon before they are submitted to the Board of Directors for approval. 
 
Compensation Committee.  The Compensation Committee administers the Company�s executive 
compensation program.  For further information on the duties of the Committee see �Compensation 
Committee and Report on Executive Compensation�. 
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Policy Statement 
The Board of Directors (the �Board�) of Destiny Resource Services Corp. (the �Corporation�) has the responsibility to 
oversee the conduct of the business of the Corporation and to oversee the activities of management who are 
responsible for the day-to-day conduct of the business of the Corporation. 
 
Composition and Operation 
The Board is to be constituted of a majority of individuals who qualify as unrelated directors.  An unrelated director is 
one who is independent of management and is free from any interest and any business or other relationship, which 
could or could reasonably be perceived to materially interfere with the director�s ability to act with a view to the best 
interest of the Corporation other than interests and relationships arising from shareholdings. 
 
The Board operates by delegating certain of its authorities to management and by reserving certain powers to itself.  
The Board retains the responsibility of managing its own affairs including selecting its Chairman, nominating 
candidates for election to the board, constituting committees of the full Board and determining compensation for the 
directors.  Subject to the Articles and By-Laws of the Corporation and the Alberta Business Corporations Act, the 
Board may constitute, seek the advice of and delegate powers, duties and responsibilities to committees of the 
Board. 
 
Responsibilities 
The Board�s fundamental objectives are to enhance and preserve long-term shareholder value, to ensure the 
Corporation meets its obligations on an ongoing basis and that the Corporation operates in a reliable and safe 
manner.  In performing its functions, the Board should also consider the legitimate interests its other stakeholders 
such as employees, customers and communities may have in the Corporation.  In broad terms, the stewardship of 
the Corporation involves the Board in strategic planning, financial reporting, risk management and mitigation, senior 
management determination, communication planning and internal control integrity. 
 
Specific Duties 
1. Legal Requirements 

(a) the Board has the oversight responsibility for meeting the Corporation�s legal requirements and for 
properly preparing, approving and maintaining the Corporation�s documents and records. 

 
(b) The Board has the statutory responsibility to: 

(i) manage the business and affairs of the Corporation; 
(ii) act honestly and in good faith with a view to the best interests of the Corporation; 
(iii) exercise the care, diligence and skill that responsible, prudent people would exercise in comparable 

circumstances; and 
(iv) act in accordance with its obligations contained in the Alberta Business Corporations Act and the 

regulations thereto, the Articles and By-Laws of the Corporation, and other relevant legislation and 
regulations. 

 
(c) The Board has the statutory responsibility for considering the following matters as a full Board which in 

law may not be delegated to management or to a committee of the Board: 
(i) any submission to the shareholders of a question or matter requiring the approval of the 

shareholders; 
(ii) the filling of a vacancy among the Directors; 
(iii) the issuance of securities; 
(iv) the declaration of dividends; 
(v) the purchase, redemption or any other form of acquisitions of shares issued by the Corporation; 
(vi) the payment of a commission to any person in consideration of his/her purchase or agreeing to 

purchase shares of the Corporation from the Corporation or from any other person, or procuring or 
agreeing to procure purchasers for any such shares; 

(vii) the approval of management proxy circulars; and 
(viii) the approval of any take-over bid circular or directors� circular. 

 
2. Independence 
 The Board shall have the responsibility to: 

(a) implement appropriate structures and procedures to permit the Board to function independently of 
management; 

(b) implement a system which enables the Board to engage an outside advisor at the expense of the 
Corporation in appropriate circumstances and 

(c) provide an orientation and education program for newly appointed members of the Board. 
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3. Strategy Determination 
 The Board shall: 

(a) adopt and annually review a strategic planning process and approve the corporate strategic plan, which 
takes into account, among other things, the opportunities and risks of the business; and 

(b) annually review operating and financial performance results relative to established strategy, budgets and 
objectives. 

 
4. Managing Risk 

The Board has the responsibility to understand the principal risks of the business in which the Corporation is 
engaged, to achieve a proper balance between risks incurred and the potential return to shareholders, and to 
confirm that there are systems in place which effectively monitor and manage those risks with a view to the 
long-term viability of the Corporation. 

 
5. Appointment, Training and Monitoring of Senior Management 
 The Board shall: 

(a) appoint the Chief Executive officer (�CEO�) and senior officers, approve (upon recommendations from the 
Compensation committee) their compensation, and monitor the CEO�s performance against a set of 
mutually agreed corporate objectives directed at maximizing shareholder value; 

(b) ensure that a process is established that adequately provides for succession planning including the 
appointment, training and monitoring of senior management; and 

(c) establish limits of authority delegated to management. 
 
6. Reporting and Communication 
 The Board has the responsibility to: 

(a) verify that the Corporation has in place policies and programs to enable the Corporation to communicate 
effectively with its shareholders, other stakeholders and the public generally; 

(b) verify that the financial performance of the Corporation is adequately reported to shareholders, other 
security holders and regulators on a timely and regular basis; 

(c) verify that the financial results are reported fairly and in accordance with generally accepted accounting 
standards; 

(d) verify the timely reporting of any other developments that have a significant and material impact on the 
value of the Corporation; and 

(e) report annually to shareholders on its stewardship of the affairs of the Corporation for the preceding year. 
 
7. Monitoring and Acting 
 The Board has the responsibility to: 

(a) review and approve the Corporation�s financial statements and oversee the Corporation�s compliance with 
applicable audit, accounting and reporting requirements; 

(b) verify that the Corporation operates at all time within applicable laws and regulations to the highest ethical 
and moral standards; 

(c) approve and monitor compliance with significant policies and procedures  by which the Corporation is 
operated; 

(d) monitor the Corporation�s progress towards its goals and objectives and to revise and alter its direction 
through management in response to changing circumstances; 

(e) take such action as it determines appropriate when performance falls short of its goals and objectives or 
when other special circumstances warrant; and 

(f) verify that the Corporation has implemented adequate internal control and information systems which 
ensure the effective discharge of its responsibilities. 

 
8. Environmental, Health and Safety Matters 
 The Board shall review the effectiveness and adequacy of safety and environmental control, reporting, training 
 and response procedures, which may include: 

(a) discussing the Corporation�s safety and environmental policies with management; 
(b) discussing safety and environment standards with management in relation to current regulations; 
(c) reviewing the Corporation�s procedures for identifying, controlling, reporting and responding to safety and 

environmental incidents; 
(d) monitoring the Corporation�s safety and environmental training and staff evaluation practices; 
(e) reviewing the Corporation�s system of record keeping and obtaining base-line environmental data; 
(f) reviewing the Corporation�s methods of evaluating compliance with the Corporation�s policies and 

regulatory requirements and discussing the results with management; and 
(g) reviewing the Corporation�s accounting and reporting of environmental costs, liabilities and contingencies. 
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9. Other Activities 
(a) the Board shall prepare and distribute the schedule of Board meetings for each upcoming year; and 
(b) the Board may perform any other activities consistent with this mandate, the By-Laws of the Corporation 

and any other governing laws as the Board determines necessary or appropriate. 
 
 
3. Position Descriptions 
 
The Board has not developed written position descriptions for any of the chair, the chair of each board committee or 
the CEO.  Instead, the Board delineates the role and responsibilities of each such position by utilizing the knowledge 
and experience of the members of the Board, as a whole.  
 
 
4. Orientation and Continuing Education 
 
New directors are provided with material with respect to the Company, its operations and finances and the role of the 
Board, its committees and directors.  Audit Committee meetings, which generally include all directors, will often 
include a component on new reporting responsibilities and initiatives.  Board meetings often include presentations by 
management which serve as part of the continuing education of the directors.  Directors are offered, from time to 
time, the opportunity to see operations of the Company.  Directors are encouraged to participate in continuing 
education with respect to the duties and responsibilities of directors.  
 
 
5. Ethical Business Conduct 
 
The Board has adopted a written Code of Business Conduct, a copy of which is available from the Corporate 
Secretary.  The Board satisfies itself regarding compliance with the Code by asking questions of management and 
the auditors. 
 
There have been no transactions for which a director or executive officer has a material interest.  Should such a 
matter arise, the Board will exclude the interested person from participating in the discussion and vote, if required, on 
the matter.  
 
 
6. Nomination of Directors 
 
The Board as a whole has acted as a nominating committee.  The independence and capability of directors helps 
assure an objective process is achieved.  With respect to the addition of Mr. Rathwell to the nominees for the 2005 
annual general meeting, the Board determined to seek a candidate who had experience in the oilfield services 
industry.  Several names were suggested.  Mr. Libin approached Mr. Rathwell, following which Mr. Rathwell spoke 
with the other members of the Board. 
 
 
7. Compensation 
 
The members of the Compensation Committee are Messrs. Feldman (Chair), Rathwell & Roane, each an 
independent director. 
 
The Compensation Committee administers the Company�s executive compensation program.  It is the Compensation 
Committee�s responsibility to review the structure and competitiveness of the Company�s compensation and benefits 
programs generally, to make compensation recommendations to the Board of Directors and to administer the awards 
of remuneration to the Company�s senior officers.  The Compensation Committee also makes recommendations to 
the Board with respect to the compensation of the independent directors.  Mr. Libin receives no compensation as a 
director. 
 
The Company�s executive compensation program has two components: base salary and profit sharing.  In addition, 
the Company�s executive officers participate in the Company�s various benefit programs made available to Company 
employees.  The components of the executive compensation program have been designed to accomplish the 
following objectives: 
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 1. to attract and retain key personnel 
 2. to reward executives for achieving strategic corporate objectives 
 3. to motivate executives to act in the best interest of the Shareholders 
 4. to ensure that Destiny�s compensation for executive positions is competitive  
 5. to encourage talented personnel within Destiny to aspire to executive positions 
 
The award of participation in profit sharing is presented to the Compensation Committee by Management, indicating 
those employees who are, in its opinion, deserving of a bonus based upon meritorious service during the year.  The 
Compensation Committee also considers and proposes awards of bonuses to executive officers in its 
recommendations to the Board of Directors.  These bonuses reward performance and encourage continued high 
levels of performance.  .  
 
Profit sharing plans, commencing for 2004, have been instituted to align the Company�s incentive compensation for 
key employees with the interests of shareholders.  The plans, which replace bonuses and the grant of stock options, 
are intended to have the participating employees more focused on the Company�s bottom line performance and to 
enable the Company to retain and attract operating and executive management in a competitive environment.  
Awards are made one-half in cash and one-half in shares, which are purchased in the market by an independent 
trustee. 
 
The compensation of the Executive Chairman and Chief Executive Officer is approved by the Board of Directors 
based upon recommendations made by the Compensation Committee.  
 
 
8. Other Board Committees 
 
None. 
 
 
9. Assessments 
 
The Board as a whole and the independent directors in camera discuss the effectiveness of the Board and its 
committees.  No formal process has been instituted for the assessment of individual directors. On an informal basis, 
individual factors for each director such as attendance, conduct and contribution are observed. 
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DESTINY RESOURCE SERVICES CORP. 
CONSOLIDATED BALANCE SHEETS 

(unaudited) 
 
 September 30, December 31,  

 2006 2005 

  
$ $ 

Assets (note 2)   

   

Current   

Accounts receivable (note 6) 17,136,205 9,124,205 

Inventory  1,159,357 734,760 

Prepaid expenses 578,729 434,820 

 18,874,291 10,293,785 

   

Property and equipment (note 3) 11,148,463 11,450,537 

 30,022,754 21,744,322 

   

Liabilities And Shareholders' Equity   

   

Current   

Bank indebtedness (note 2) 2,619,815 1,946,126 

Accounts payable and accrued liabilities 11,155,925 7,746,828 

Income taxes payable 108,694 --- 

 13,884,434 9,692,954 

   

Future income taxes 2,679,513 264,544 

   

Contingencies and commitments (notes 2 & 7)   

   

Shareholders' equity   

Share capital 8,349,935 8,349,935 

Retained earnings 5,108,872 3,436,889 

 13,458,807 11,786,824 

 30,022,754 21,744,322 
 
 
 
 
 
 
See accompanying notes to the interim consolidated financial statements. 
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DESTINY RESOURCE SERVICES CORP. 
CONSOLIDATED STATEMENTS OF 

OPERATIONS AND RETAINED EARNINGS 
 

 Three Months Ended Nine Months Ended 

 September 30, September 30, 
 2006 2005 2006 2005 

(unaudited) 
$ $ $ $ 

Revenue 23,636,792 21,216,105 66,769,743 52,613,189 

Direct expenses 18,929,538 17,168,242 52,284,633 41,987,835 

Gross margin 4,707,254 4,047,863 14,485,110 10,625,354 

Other expense (income)       

General and administrative 1,176,451 1,523,532 3,586,638 3,061,129 

Amortization of property and equipment 801,409 569,481 2,328,693 1,432,195 

Gain on disposal of property and equipment (1,061) (27,674) (16,171) (65,857) 

Interest expense 46,026 44,092 186,256 104,237 

 2,022,825 2,109,431 6,085,416 4,531,704 

     

Income before income taxes 2,684,429 1,938,432 8,399,694 6,093,650 

Income taxes     

Current 108,694 --- 108,694 --- 

Future 707,181 613,000 2,604,966 699,000 

 815,875 613,000 2,713,660 699,000 

Net income for the period 1,868,554 1,325,432 5,686,034 5,394,650 

Retained earnings, beginning of period 4,578,335 2,497,168 3,436,889 646,980 

Dividends (note 4) (1,338,017) (1,112,918) (4,014,051) (3,331,948) 

Retained earnings, end of period 5,108,872 2,709,682 5,108,872 2,709,682 

       

Basic and diluted per share amounts (note 5)     

Net income for the period per common share     

Basic and diluted $0.34 $0.24 $1.02 $0.98 
 
 
 
 
 
 
 
 
 
 
 
 
See accompanying notes to the interim consolidated financial statements. 
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DESTINY RESOURCE SERVICES CORP. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

 

 Three Months Ended Nine Months Ended 

 September 30, September 30, 

 2006 2005 2006 2005 

(unaudited) $ $ $ $ 

        

 

CASH FLOWS PROVIDED BY (USED IN):     

Operating activities:     

Net income 1,868,554 1,325,432 5,686,034 5,394,650 

Items not involving cash:     

Amortization of property and equipment  801,409 569,481 2,328,693 1,432,195 

Gain on disposal of property and equipment (1,061) (27,674) (16,171) (65,857) 

Future income taxes 1,179,173 613,000 2,414,969 699,000 

 3,848,075 2,480,239 10,413,525 7,459,988 

Net change in non-cash working capital (note 8) 1,234,544 (85,415) (4,649,889) (3,824,589) 

 5,082,619 2,394,824 5,763,636 3,635,399 

Financing activities:         

Net increase (decrease) in bank indebtedness (2,052,504) (629,504) 673,689 3,075,714 

Dividends paid (note 4) (1,338,017) (1,112,918) (4,014,051) (3,331,948) 

Shares issued from exercised options --- 114,300 --- 114,300 

 (3,390,521) (1,628,122) (3,340,362) (141,934) 

Investing activities:         

Purchase of property and equipment (753,572) (849,248) (2,045,352) (4,855,468) 

Proceeds on sale of property and equipment 3,002 82,546 34,904 163,999 

Net change in non-cash working capital (note 8) (941,528) --- (412,826) --- 

  (1,692,098) (766,702) (2,423,274) (4,691,469) 

Decrease in cash for the period --- --- --- (1,198,004) 

Cash, beginning of period --- --- --- 1,198,004 

Cash, end of period --- --- --- --- 
 
 
 
 
 
 
 
 
 
See accompanying notes to the interim consolidated financial statements. 
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DESTINY RESOURCE SERVICES CORP. 
Notes to Interim Consolidated Financial Statements  

(unaudited) 
As at and for the three and nine month periods ended September 30, 2006 

 
1. NATURE OF OPERATIONS AND BASIS OF PRESENTATION 
 

Destiny Resource Services Corp. (the �Company�) provides Seismic Front-End Services comprised of seismic survey 
and mapping, seismic line clearing, shot-hole drilling, and locating services to energy explorers and producers and to 
seismic acquisition companies.  The Company also provides navigation, positioning and asset management 
technology to improve the productivity and safety of seismic operations. The Company�s business is seasonal with 
Q1 and Q3 traditionally being the two strongest quarters.  The underlying causes of the seasonality are weather 
conditions, the Company being restricted from entering and conducting work in designated wildlife areas at certain 
times of the year and the timing of customer capital spending programs.  
 

These interim consolidated financial statements have been prepared by management in accordance with Canadian 
generally accepted accounting principles with the exception of a complete set of notes.  Certain information and 
disclosures normally required to be included in the notes to annual financial statements have been condensed or 
omitted. Since the determination of many assets, liabilities, revenues and expenses is dependent upon future events, 
the preparation of these financial statements requires the use of estimates and assumptions. In the opinion of 
management, these financial statements have been prepared within reasonable limits of materiality. The interim 
financial statements follow the same significant accounting policies as described and used in the annual report of the 
Company for the year ended December 31, 2005 and should be read in conjunction with that report. 
 
 

2. BANK INDEBTEDNESS 
 

The Company has available a $10,000,000 revolving demand bank operating loan facility, renewable annually, with 
balances outstanding repayable on demand and bearing interest at bank prime plus 0.75% (recently reduced from 
1.00%).  A first charge on accounts receivable and inventory and a charge on all other assets of the Company have 
been provided as security for this facility.  The Company�s ability to draw on the facility is primarily dependent upon 
the amount of accounts receivable that are less than 90 days outstanding.  Letters of guarantee totaling $80,000 are 
outstanding under the operating loan facility as at September 30, 2006 ($80,000 � 2005).   
 
 

3. PROPERTY AND EQUIPMENT 
 

As at September 30, 2006 included in property plant and equipment is $1 million of deferred development costs 
relating to products being developed internally. Development costs deferred for 2006 YTD were $0.5 million. There 
were no development costs or amortization of deferred development costs charged to expense for 2006 YTD.  
 
 

4. DIVIDENDS 
 

On March 8, 2006, the Company�s Board of Directors declared a cash dividend of $0.24 per common share, for total 
dividends of $1,338,017 which were paid on March 31, 2006. 
 
On May 9, 2006, the Company�s Board of Directors declared a cash dividend of $0.24 per common share, for total 
dividends of $1,338,017 which were paid on June 15, 2006. 
 

On August 10, 2006, the Company�s Board of Directors declared a cash dividend of $0.24 per common share, for 
total dividends of $1,338,017 which were paid on September 10, 2006. 
 

On November 08, 2006, the Company�s Board of Directors declared a cash dividend of $0.24 per common share, for 
total dividends of $1,338,017 to be paid on December 15, 2006 to shareholders of record December 10, 2006. 
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5. PER SHARE AMOUNTS 
 

The numerators and denominators used in the calculation of each of the basic and diluted per common share 
amounts are determined as follows: 

 Three Months Ended 
September 30, 

Nine Months Ended 
September 30, 

 2006 2005 2006 2005 

Numerator:     

 Net income for the period 1,868,554 $1,325,432 5,686,034 $5,394,650 
Denominator � weighted average number of shares 

outstanding for the period:     

 Basic 5,575,081 5,554,162 5,575,081 5,522,365 

 Effect of potentially dilutive �in-the-money� options 18,520 13,210 19,547 5,200 

Diluted 5,593,601 5,567,372 5,594,628 5,527,565 
 

Excluded from the diluted earnings per share amounts for the 3-month and 6-month periods ended September 30, 
2006, respectively are 3,000 (2005 � 3,000) and 3,000 (2005 � 35,000) �out-of-the-money� options the impact of 
which was anti-dilutive. 
 
 

6. CREDIT RISK 
 
At September 30, 2006 approximately 85% of outstanding trade accounts receivable were represented by one client 
compared to December 31, 2005 where approximately 69% were represented by three clients. One client 
represented in aggregate approximately 67% of 2006 YTD revenues in all geographic segments (2005 YTD one 
client at 71%). 
 
 

7. CONTINGENCIES AND COMMITMENTS 
 

The Company, through the performance of its service obligations, is sometimes named as a defendant in litigation.  
The nature of these claims is usually related to personal injury, property damage or operations not considered to be 
complete.  The Company maintains a level of insurance coverage considered appropriate by management for 
matters for which insurance coverage can be maintained. 
 

In September 2003 a statement of claim was filed against the Company and two other companies seeking payment 
for damages and loss of income totaling $10,000,000.  The claim alleges that faulty workmanship (by one of the 
Company�s discontinued operations and two other companies named in the claim) led to significant damage at a 
major gas plant expansion project.  
 

In September 2004 a subsequent related claim alleging faulty workmanship was filed against the Company and two 
other companies seeking payment of damages and loss of income totaling $750,000. 
 

The Company believes that both of the above noted claims are completely without merit. They have been referred to 
counsel for the Company�s insurance provider and will be vigorously defended.  As neither the outcome nor the final 
amount of the claims can be determined, no provision for loss has been made in these financial statements.   
 

The Company�s future contractual payment obligations are in the form of operating leases on premises and 
equipment.   
 

 Payments Due by Future Year 

   less than      2 � 3 4 - 5  After 
 total 1 year      years years 5 years 

Operating Leases 3,206,938 1,082,773 1,432,852 691,313 --- 
 
Operating lease commitments have increased by approximately $1 million from Q2�06.  Vehicles that were on short-
term rental are being utilized on a 12 month basis.  Rental generally have been converted to longer term operating 
leases that are expected to save approximately 15% in total costs over the life of the lease. 
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8. NET CHANGE IN NON-CASH WORKING CAPITAL 
 

 Three Months Ended Nine Months Ended 

 Sept. 30, 2006 Sept. 30, 2005 Sept. 30, 2006 Sept. 30, 2005 

Accounts receivable (1,426,277) 1,616,394  (8,012,000) (8,479,784) 

Inventory 16,391  (29,733) (424,597) (227,413) 

Prepaid expenses 227,785  (340,471) (143,909) (273,693) 

Accounts payable and accrued liabilities 1,366,423  (1,287,340) 3,409,097  5,218,274  

Income taxes payable 108,694 (44,265) 108,694 (61,973) 

Net change in non-cash working capital 293,016  (85,415) (5,062,715) (3,824,589) 

     

In operating activities 1,234,544 (85,415) (4,649,889) (3,824,589) 

In investing activities (941,528) --- (412,826) --- 

 293,016  (85,415) (5,062,715) (3,824,589) 

Supplemental information:     

Cash interest paid  52,235  38,080  174,981  123,924  
 
 
9. GEOGRAPHIC SEGMENTS 
 
 Revenue 

 Three Months Ended Nine Months Ended 

  30-Sep-06 30-Sep-05 30-Sep-06 30-Sep-05 

Canada 21,916,785  19,435,367  62,823,634  50,557,319  

United States 1,720,007  1,780,738  3,946,109  2,055,870  

Total 23,636,792  21,216,105  66,769,743  52,613,189  

     
 Property and Equipment 

    30-Sep-06 31-Dec-05 

Canada   10,901,750  11,273,897  

United States     246,713  176,640  

Total     11,148,463  11,450,537  
 
 
10. SUBSEQUENT EVENT 
 
The Company acquired all of the shares of Advanced Locating Services Inc. for cash of $1.3 million subject to 
adjustments. The transaction, which closed October 31, 2006, has an effective date of August 1, 2006. 
 
 
 
11. COMPARATIVE FIGURES 
 
Certain of the previous period figures have been reclassified to conform to the current year�s format of presentation. 
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