ATI AIRTEST TECHNOLOGIES INC.
Management Discussion and Analysis
QUARTERLY REPORT – For the year ended December 31, 2005
This Management Discussion and Analysis of ATI AirTest Technologies Inc. (the
“Company”) provides analysis of the Company’s financial results for the year ended
December 31, 2005. The following information should be read in conjunction with the
accompanying audited financial statements and the notes to the audited financial
statements for the year ended December 31, 2005.

1.1

Date of the Report
November 8, 2006

1.2

Overall Performance
For the year ended December 31, 2005 the Company experienced sales
growth of 14% over year 2004. The Company operated at a loss however
it eliminated its cash deficiency of $1,024,634 from December 31, 2004.
The cash deficiency had severely restricted the Company’s opportunity to
grow despite its improved market presence and new marketing initiatives.
There is a significant working capital deficiency that must be addressed in
order for the Company to raise sufficient capital to enable it to
aggressively pursue its business plan. It was anticipated that new
financing would have been in place prior to or during this reporting period,
however due to the delay in realizing additional investment the anticipated
growth and hence improvement in the Company’s performance has not
occurred as yet.
The Company requires further interim or bridge financing as well as some
significant long-term investment in order to achieve its projected growth
and sustain that growth through 2008.

1.3

Selected Annual Information

Fiscal Year
Net Sales
Loss
Basic and diluted loss/share
Net Loss
Basic and diluted net loss per share
Total Assets
Total Long Term Liabilities
Cash dividends per common share
1.4

2005
$1,046,984
$ 750,501
$ 0.06
$ 783,508
$ 0.06
$ 365,074
$ NIL
N/A

2004
$ 921,948
$ 833,775
$
0.07
$ 833,775
$
0.07
$ 296,880
$ NIL
N/A

2003
$1,075,647
$ 854,392
$
0.07
$ 854,392
$
0.07
$ 487,078
$ 36,544
N/A

Results of Operations
Revenue
Sales for the year 2005 totaled $1,046,984, up $125,036 or 14% over
sales for 2004 of $921,948. Core product sales were up $162,802 or 18%
over the year ended December 31, 2004. The Company discontinued its
mobile air monitoring service in the first quarter of 2004.
Gross Profit on sales amounted to $459,380 in 2005 compared to
$391,976 in 2004, an increase of $67,404 or 17%.
Expenses
Total expenses for the year 2005 were $1,209,881 compared to $1,246,782 for
the year 2004. Expenses in year 2005 decreased by $36,901 or 3% from year
2004.

Loss
The Company recorded an operating loss of $750,501 for the year 2005 as
compared to an operating loss of $854,806 for year 2004.
The market for the Company’s product offering continues to grow, and the
Company is well positioned to take advantage of the growth opportunity. The
key to executing the Company’s plan for growth will be its ability to finance that
growth as well as eliminate its working capital deficiency.

1.5

Summary of Quarterly Results
2005
Q4

Net
Sales
Loss
Basic
and
diluted
loss
per
share

1.6

2004
Q4

Q3

Q2

Q1

Q3

Q2

Q1

284,692

$319,819

$234,610

$232,023

$207,863

$271,776

$231,273

$211,036

328,078

$170,665

$120,295

$131,463

$287,777

$188,244

$154,679

$203,075

$0.03

$0.01

$0.01

$0.01

$0.02

$0.02

$0.01

$0.02

Liquidity
In order to generate sufficient amounts of cash to maintain its capacity, the
Company received an inventory advance of $154,000 from an insider and
Company management was also able to arrange some purchase order financing
to a maximum level of $100,000 during the third and fourth quarter of 2005.
Management has been working with financial consultants and several
investment sources to develop long term investment of $2,500,000 that will
enable the Company to aggressively pursue its business plan and finance
projected growth through 2008. This investment is to be staged with $800,000 to
be raised in the first stage in 2006, and a further $1,700,000 over two more
stages scheduled for 2007.
For a list of lease commitments please refer to Note 13 of the financial
statements for the year ended December 31, 2005.

1.7

Capital Resources
The Company has no commitments for capital expenditures as of the
2005 year end. Capital will be required for growth and will be put in place
through an equity financing in the second half of 2006.

1.8

Off-Balance Sheet Arrangements
As of December 31, 2005, the Company had no material off-balance sheet
arrangements.

1.9

Transactions with Related Parties
During 2005 the Company leased equipment from Key West Ford Sales, a
company controlled by Al Backman, one of the Company’s insiders. These
transactions were recorded at the exchange amount of $15,301.
As at December 31, 2005, advances of $457,416 which are payable on demand
and bear interest at the bank prime rate plus 2% have been received from
companies controlled by directors or insiders.
On March 31, 2006, the Company issued two promissory notes to related parties
in the total amount of $1,000,000. These notes bear interest at bank prime rate,
with interest payable quarterly. These notes were issued as a result of the
related parties extinguishing the Company’s $1,000,000 bank line of credit.

1.10

Fourth Quarter
At the year end the Company adjusted for accrued interest in the amount
of $108,847 and accrued payroll in the amount of $87,785.
The Company wrote off leasehold assets in the amount of $37,292 to
account the loss on disposal of capital equipment related to the mobile air
monitoring program that was terminated during 2005.

1.11

Proposed Transactions
As of December 31, 2005 there is a proposed unsecured loan from an unrelated
party in the amount of $250,000.00 that will provide interim financing while the
Company pursues its long term financing.

1.13

Changes in Accounting Policies including Initial Adoption
There was no change in the Company’s accounting policies during 2005.

1.14

Financial Instruments and Other Instruments
The Company’s financial instruments consist of cash, accounts receivable, an
asset-based loan, shareholder loans, advances from related parties, accounts
payable and accrued liabilities.
The asset-based loan from BCBF locally in Vancouver, is secured by the
Company’s accounts receivable. Both the shareholder loan and the advances
from related parties have been advanced to the company from significant
shareholders, therefore Company management is of the opinion that there is
limited risk exposure with regard to these two financial instruments.
A large increase in interest rates would create considerable pressure on the
Company’s cash flow and increase the risk of the Company not being able to
satisfy its financial commitments.
Because a high percentage of the Company’s sales are made in United States,
and also because the Company has three important suppliers based in Europe,
there is an element of risk related to any large fluctuation in the relationship
between the Euro, the Canadian dollar and the US dollar.

1.15

Share Data
The balance of common shares issued and outstanding as of December 31,
2005 was 12,428,160. During 2005 there were no shares issued. Please refer
to the December 31, 2004 financial statements for a breakdown of the share
position as at December 31, 2004.

MODIFIED FORM 52-109F1

CERTIFICATION OF ANNUAL FILINGS
I Ken Danderfer, a Director of ATI Airtest Technologies Inc. certify that:
1.

I have reviewed the annual filings (as this term is defined in Multilateral Instrument
52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of ATI
Airtest Technologies Inc. (the issuer) for the period ending December 31, 2005;

2.

Based on my knowledge, the annual filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is
necessary to make a statement not misleading in light of the circumstances under
which it was made, with respect to the period covered by the annual filings;

3.

Based on my knowledge, the annual financial statements together with the other
financial information included in the annual filings fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer, as
of the date and for the periods presented in the annual filings; and

4.

The issuer’s other certifying officers and I are responsible for establishing and
maintaining disclosure controls and procedures for the issuer, and we have:
(a) designed such disclosure controls and procedures, or caused them to be
designed under our supervision, to provide reasonable assurance that material
information relating to the issuer, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in
which the annual filings are being prepared; and
(b) evaluated the effectiveness of the issuer’s disclosure controls and procedures as
of the end of the period covered by the annual filings and have caused the issuer
to disclose in the annual MD&A our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by the
annual filings based on such evaluation.

Date: November 28, 2006

“Ken Danderfer”
_______________________
Director

MODIFIED FORM 52-109F1

CERTIFICATION OF ANNUAL FILINGS
I George Graham, a Director and CEO of ATI Airtest Technologies Inc. certify that:
1.

I have reviewed the annual filings (as this term is defined in Multilateral Instrument
52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of ATI
Airtest Technologies Inc. (the issuer) for the period ending December 31, 2005;

2.

Based on my knowledge, the annual filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is
necessary to make a statement not misleading in light of the circumstances under
which it was made, with respect to the period covered by the annual filings;

3.

Based on my knowledge, the annual financial statements together with the other
financial information included in the annual filings fairly present in all material
respects the financial condition, results of operations and cash flows of the issuer, as
of the date and for the periods presented in the annual filings; and

4.

The issuer’s other certifying officers and I are responsible for establishing and
maintaining disclosure controls and procedures for the issuer, and we have:
(a) designed such disclosure controls and procedures, or caused them to be
designed under our supervision, to provide reasonable assurance that material
information relating to the issuer, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in
which the annual filings are being prepared; and
(b) evaluated the effectiveness of the issuer’s disclosure controls and procedures as
of the end of the period covered by the annual filings and have caused the issuer
to disclose in the annual MD&A our conclusions about the effectiveness of the
disclosure controls and procedures as of the end of the period covered by the
annual filings based on such evaluation.

Date: November 28, 2006

“George Graham”
_______________________
Director & CEO

