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Lerrer To THE Shareholders

Dear Shareholders,

We are pleased to present the results of our third quarter to you. We made good progress in the third quarter, achieving 133% growth in
shipments over the comparable period a year ago, and 242% improvement in the first 9 months as compared to the same period in 2007.
This continued growth of our installed base adds to the recurring revenue basis that is the cornerstone of our strategy.

Bookings expected in the third quarter were temporarily delayed by industry management’s pre-occupation with unprecedented fuel prices
and the effects of a slowing global economy. Other than seeing a few marginal airlines that were in our pipeline possibly go out of business,
we believe that airlines have now internalized the need for fuel management (at any price) and the impact of potential lower passenger
demand, as we see renewed demand for our products and services which serve to improve airline operating efficiencies while cutting their
costs. Therefore, we are well aligned with the most important continuing needs of the industry. We note that the business aircraft demand
for new aircraft and extremely high dispatch performance remains and was reaffirmed at the National Business Aircraft Association (NBAA)
Convention in Orlando, attended by AMA. Our activity with the business aircraft segment is progressing with major fleet operators and
several OEMs with the able guidance and assistance of Board Member Jack Olcott.

The response by AMA to the global fuel price issue has been to introduce two high value fuel savings initiatives, one a consulting service
and the other a product enhancement. The Total Fuel Management Information consulting initiative provides leading operations experts
-engaged by AMA- to industry for developing and then later assessing a fuel savings program on a fee-for-service basis. The other is to
enhance our products to deliver a management report card (FIRST - Fuel Initiative Reporting System Tool) tied to the recommendations of
the experts. This living “report card” derives its unique information from our afirs™ UpTime product, and is delivered in the same way as our
other operations and maintenance information-- via our unique web-based UpTime system. We expect increased revenues and profits from
each of these timely responses to the most pressing needs in our industry.

The new management team is enjoying excellent support from our employees, customers, partners, and investors. We are focused on
meeting our commitments to customers, improving the productivity of our internal and field operations, and positioning our products and
services to ensure our acceptance in this important industry. Aviation is a"trust and confidence” business, and an organization must pay its
dues to earn the opportunity to do bigger things in the aviation market. The only way to eamn this is with high value products that are reliable
and affordable and with customer focused service. | believe that AMA is earning such trust and confidence of the industry and that we will
soon be rewarded with ever-increasing opportunities.

As reported in our second quarter report, the delays in China have been frustrating. However, activity has resumed as promised,
post-Olympic Games, with the shipment of our first units to Shanghai Airlines as well as receipt of payment. We believe that the process is
proceeding toward a full implementation of the contract signed between AMA and China's Aircraft Data Communications Corporation
(ADCC) in 2006.

We again thank our staff, shareholders, and partners for their support and efforts this quarter and we expect our efforts and your patience to
bear fruit in the near future.

Yours truly,

P

Richard Hayden
President
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Management DiSCUSSiOI’] and AnaIYSIS

This management discussion and analysis ("MD&A") is as of November 27, 2008 and should be read in conjunction with the unaudited
interim consolidated financial statements of AeroMechanical Services Ltd. ("AMA” or the "Company”) for the three and nine months ended
September 30, 2008 and the accompanylng notes Additional information with respect to AMA, including the Company's Annual Information
Form, can be found on SEDAR at www se T which is supplemental to the unaudited interim consolidated financial statements and
notes for the three and nine month periods ended September 30, 2008.

Overview

AMA is a designer, developer, and service provider of patented innovative solutions to the global aerospace business. The Company's
solutions are designed to improve the productivity and profitability of our customers' assets.

The major products of the Company are Automated Flight Information Reporting System (afirs™), UpTime™, Underfloor Stowage Unit, and
AeroQ™. These products are marketed globally by a team of individuals based in Calgary, Ontario, and Switzerland. Sales and marketing is
also carried out globally thr0ugh highly-qualified representatives under the direction of the Company's management. One of the Calgary staff
is currently spending 90% of his time in China dealing with opportunities there.

Non-GAAP Financial Measures

The Company reports its financial results in accordance with generally accepted accounting principles (GAAP). It also occasionally uses
certain non-GAAP financial measures, such as working capital and cash revenue. AMA defines working capital as current assets less
current liabilities. AMA defines cash revenue as financial statement revenue plus network access fees received during the period that has
not yet been recognized as revenue in the period. These non-GAAP financial measures are always clearly indicated. The Company believes
that these non-GAAP financial measures provide investors and analysts with useful information so they can better understand the financial
results and perform a better analysis of the Company's growth and profitability potential. Since non-GAAP financial measures do not have a
standardized definition, they may differ from the non-GAAP financial measures used by other companies. The Company strongly
encourages investors to review its financial statements and other publicly filed reports in their entirety and not rely on a single non-GAAP
measure.

L.ooking Forward

The Company continues to improve and expand its products and services, develop its sales network around the world, and improve its
delivery capacity and productivity.

On August 5, 2008 the Company undertook changes in its senior management with the appointment of Mr. Richard Hayden as President.
This change was made to position the Company for the future. On August 12, 2008, the Company announced that Mr. Johannes Brom had
resigned as Interim COO effective October 9, 2008, to pursue other interests. During the quarter, Mr. Matthew Bradley was appointed as VP
Operations to continue the strides that have been made to accelerate the installations and deliverables, which will allow AMA to maximize
the revenue per installed afirs unit and shorten the time from initial installation of an afirs unit to maximum revenue generation. During the
third quarter, the Company has continued to build on initiatives to focus resources on customer installations and deliverables, which resulted
in 21 installations during the quarter for a fiscal 2008 total of 65 installations to date.

In addition, these efforts will enhance the ability to grow the revenue base of existing installations through additional service offerings. Two
areas of concentration have been the addition of fee-for-service consulting services and the recently announced fuel management program
and related product enhancements. The Company views both of these initiatives as enhancing the value added to the industry and the
monthly recurring revenue base.

Various strategic relationships leverage our marketing capability worldwide, as these leading organizations have completed their due
diligence on AMA’s product and service capabilities. The inclusion of AMA in a strategic relationship with Meggitt provides AMA a higher
standard of credibility with all customers around the world. We are seeing the results through increased activity in airlines contacting our
sales group and we are being asked to visit with major OEMs around the world.

Results of Operations — Three Months Ended September 30, 2008
Revenue
As shown in the Summary of Quarterly Results Table, the afirs UpTime Rental Revenue and Unearned Revenue are producing the results

forecasted. AMA's long term investment in customer support, marketing, and relationship building has given the Company a strong pipeline
of prospective clients around the world. The ongeing recurring revenue streams from our existing client base will continue to expand
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throughout this and future years.

AMA has adopted a new service agreement standard for agreements that were negotiated after January 1, 2008. The adoption results in
two revenue recognition policies depending on the services agreement. For agreements negotiated prior to January 1, 2008, network access
fees are deferred as unearned revenue and revenue is recognized over the initial term of the contracts. In the early stages of the Company's
growth, this will result in less revenue recognized than cash received. For service agreements negotiated after January 1, 2008, access fees
are deferred as unearned revenue and corresponding expenses are recorded as work in progress. When the afirs system is functional on a
customer's aircraft, the full deferred amount is recognized in revenue along with the work in progress as cost of sales. This continues to
create a timing difference between the receipt of cash and the recognition of revenue, but it is substantially reduced from the previous
agreements since revenue recognition is no longer over the length of the contract.

The effect in the quarter is that we received $1,498,481 in cash revenues with $789,993 reported as revenue and $708,488 being included
in unearned revenue, which compares to $484,738 in cash revenues in the third quarter of 2007.

Revenues increased by $477,310 in the third quarter compared to the third quarter of last year. Rental revenues increased by $241,600 over
the third quarter of 2007 as a result of the number of afirs units that are installed and producing monthly recurring revenue. Sales revenues
decreased by $16,166 as the result of a decreased level of Under Floor Stowage Unit sales in the same quarter of 2007, due to the reduced
emphasis on the sales of the units. License fees and interest increased by $251,826 compared to the third quarter of 2007 due to the
broadening of the consulting services provided to the aviation industry, which totaled $261,888 during the quarter.

Revenue is expected to grow at a significantly higher rate than our costs because the Company now has the infrastructure, sales people,
and support organization in place to support revenue growth. The recognition of the afirs UpTime product superiority and uniqueness has
allowed AMA to continue to be active at several leading industry events. This shows that AMA’s products are being recognized as leading
edge in this industry. In addition, AMA will continue to add services such as fuel management which will increase both monthly recurring and
one-time services revenue.

Cost of Sales and Gross Margins

Our cost of product sales includes the direct cost of the afirs kits, installation, and training support labor as well as associated travel and
shipping expenses. Installations on aircraft are performed by third parties at the customers’ expense. Fuel management consulting costs are
primarily labor and travel related. The percentage cost of sales in the third quarter of 2008 is 33% of sales compared to 59% in 2007. This
decrease is due to the greater absorption of costs due to increased installations, as well as paid consulting and installation services revenue
in the third quarter of 2008, versus the same quarter of 2007. Also impacting this calculation is the revenue recognition policy, which has the
effect of raising the cost of sales as installations increase. As part of our standard service, we assist new clients with engineering support on
their initial aircraft installations. This cost is covered in our access fees. Additional services are paid for over and above the access fee. Non-
routable parts are parts involved in the installation process that are non-reusable (such as cables) and do not form part of the rental asset;
they would remain on the aircraft if the afirs unit was extracted. Travel and support costs form part of the non-routable parts and are
expensed in the period. The effect is an increase in cost of sales. As we move forward with more clients and the corresponding recurring
revenue streams, we will see the cost of sales decline and our margins increase.

The gross margin comparison for the past four quarters is 67% for Q3 2008 compared to 41% for Q3 2007, 67% for Q4 2007, 15% for Q1
2008, and a gross loss of (19%) for Q2 2008.

Net Loss, General Administrative and Marketing Expenses

The net loss in the quarter ending September 30, 2008 was $1,814,010 compared to a loss of $1,693,258 in the same quarter of 2007, an
increased loss of $120,752. The increased gross margin of $400,654 related to the increased overall revenues with a lower corresponding
increase in cost of sales, was offset by increased salaries and benefits of $233,690, decreased marketing expenses of $116,903, increased
stock-based compensation of $65,249, research and development of $272,096, amortization of $27,682, and foreign exchange currency
loss of $30,117.

Salaries continue to be the main cost of doing business for AMA. We provide a sophisticated technical product and our customers rely on us
for timely support of their fleets; a highly-gualified and motivated staff, scaled to the size of the customer base, is essential in meeting these
expectations and to achieving a reputation for dependability in the industry to facilitate our growth. As a result, salaries and benefits
increased from $1,003,665 in the third quarter of 2007 to $1,237,355 in the third quarter of 2008. The level of salaries and benefits has
leveled out over the last three quarters.

Stock-based compensation in the third quarter of 2008 was $91,666 versus $26,417 in the corresponding period of 2007. This was the result
of an increased number of options granted in the quarier due to management changes in August 2008. Stock-based compensation
continues to be an effective non-cash method to attract the senior experienced management that AMA requires to drive the Company
forward.
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General and administrative expenses increased by $4,342 in the third quarter of 2008 to $341,591 from $337,249 in the third quarter of
2007. AMA's professional fees increased by $12,260 in the third quarter of 2008 over 2007, primarily due to legal fees associated with the
two ongoing litigations, and bad debt expenses increased $68,540 over the same period of 2007 due to the bankruptey of a customer during
the quarter. These increases were offset by a decrease over the third quarter of 2007 in investor relations expenses of $38,558 and
equipment expenses of $46,400.

Marketing expenses decreased $116,903 in the third quarter of 2008 to $240,175 from $357,078 in the third quarter of 2007. This is due to
the experience and industry recognition that has been developed over the past few years, which has allowed for a more focused approach
to sales and marketing thus reducing the travel and attendance at trade shows.

All other expenses are tracking as planned.

Research and Development

Research and development costs are being expensed as incurred. The third quarter development costs for 2008 were $344,470 as
compared to $72,374 in 2007, an increase of $272,096, which is a result of increased direct research and development activities in the
quarter versus the previous year. The quarterly fluctuation is related to the Company's ongoing design, testing, and certification of afirs, and
the design and testing of UpTime to add aircraft types to its approved installation list. This fluctuation will continue within the previous ranges
as the research and development activities are adjusted to meet contractual obligations. AMA continues to develop product enhancements
such as fuel management to broaden its offerings to the aviation industry in order to meet the ongoing need for improved information. There
are also minor expenses being incurred in the preliminary phases of certifying AeroQ.

Foreign Exchange

All international sales of the Company’s products and services are denominated in U.S. dollars. Accordingly, the Company is susceptible to
foreign exchange fluctuations. The strength of the Canadian dollar and the fact that a majority of the Company's accounts receivable are
denominated in United States dollars would have resulted in foreign exchange losses, but purchases of U.S. dollar denominated services
and supplies offset these losses creating a foreign exchange loss of $24,949 in the third quarter of 2008 as compared to a foreign exchange
gain of $5,168 for the same period in 2007.

Summary of Quarterly Results

Q4-06 Q1-07 Q2-07 Q3-07 Q4-07 Q1-08 Q2-08 Q3-08

(ijs:fnue $ 468,114 $ 920,898 $ 591,534 § 484,738 $ 640,941 $ 608,842 $ 1,210,833 $ 1,498,481

gﬁ‘;ﬁp”e 318,473 837,218 473,122 312,684 365,680 398,067 596,263 789,994

Loss 1,231,842 809,265 1,978,629 1,693,258 2,387,162 2,087,512 2,709,237 1,814,010
Loss/Share § 0.02 § 0.015% 0.03% 0.03 § 0.04 § 0.03 $ 0.03 § 0.02

Results of Operations — Nine Months Ended September 30, 2008

Revenue

Revenues increased by $160,598 in the first nine months compared to the same period of 2007. Rental revenues increased by $531,175
over the same nine month period of 2007. Sales revenues increased by $62,801, and license fees and interest decreased by $433,378
compared to the corresponding nine month period of 2007. This was due to one-time license fee revenue of $727,989 in the first nine
months of 2007, which was partially offset by increased consulting services revenues of $288,856 for the same period of 2008.

Cost of Sales and Gross Margins

Percentage Cost of Sales in the first nine months of 2008 is 74% of Sales compared to 46% in the same period of 2007. If the one-time
license fee of $727,989 is removed from the calculation, the percentage cost of sales for the same period of 2007 is 83%. This decreased
cost of sales is due to increased consulting services revenues which have a low cost of sales.

Net Loss, General Administrative and Marketing Expenses

The net loss in the nine month period ending September 30, 2008 was $6,610,759 compared to a loss of $4,481,152 in the nine month
period of 2007, which is an increased loss of $2,129,607. This increase is primarily due to the increased cost of sales related to the
increased installations, a one-time license fee of $727,989 recognized in revenue in 2007 coupled with increased salaries and benefits of
$767,562, decreased marketing expenses of $15,992, increased general and administrative costs of $385,359, increased stock-based
compensation of $144,850, increased research and development of $336,321, increased amortization of $67,358, increased interest and
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bank charges of $17,973, loss on disposal of an asset of $9,548, and increased foreign exchange currency loss of $5,764. The overall
increase in expenses during the first nine months ended September 30, 3008 versus the corresponding nine month period of 2007 is the
result of the increased level of installations and market acceptance of AMA's services. The increase in general and administrative costs is
primarily due increased legal fees during the nine month period of $240,967, which are the result of the legal actions that AMA is involved
with as well as bad debt expenses of $146,965 relating to the bankruptcies of two customers during the period.

Research and Development

Research and development costs for 2008 was 3487,149 as compared to $150,828 in 2007, an increase of $336,321, which is a result of
increased direct research and development activities during the first nine months of the year versus the previous year. This included a one
time non recurring charge of $255,925 for a new operating system for afirs which was required to conform to emerging aviation rules. The
fluctuation is related to the Company's ongoing design, testing, and certification of afirs, the design and testing of UpTime to add aircraft
types to its approved installation list and the addition of service offerings such as fuel management. This fluctuation will continue within the
previous ranges as the research and development activities are adjusted to meet contractual obligations and the ongoing needs of the
aviation industry. There are also minor expenses being incurred in the preliminary phases of AeroQ.

Foreign Exchange

During the nine month period ended September 30, 2008, the foreign exchange loss was $36,495 versus a foreign exchange loss of
530,731 during the same nine month period of 2007. This difference is the result of reduced fluctuation of the exchange rate between the
Canadian and US dollars during the first nine months of 2008 versus the same period of 2007.

Financing Activities

During the third quarter employees, directors, and consultants exercised stock options totaling 8,000 common shares at a weighted average
exercise price of $0.21 for gross proceeds of $1,680.

Warrants were exercised during the third quarter totaling 275,000 common shares at a weighted exercise price of $0.40 for gross proceeds
of $110,000.

Liquidity and Capital Resources

At September 30, 2008, the Company had working capital of $3,975,473 compared to working capital of $4,527,745 in the same period in
2007, a decrease of $552,272. The decrease in working capital is attributed primarily to a decrease in cash of $1,599,570, increased
receivables of $461,663, decreased accounts payable of $219,540, and an increase in the current portion of unearned revenue of $198,057.
Also, inventory has increased by $577,017, which is the result of the stocking up of inventories to meet customer installation schedules for
the coming quarters, the movement of assembly in-house from third parties to reduce costs, and turn around times. Another factor is an
increase in prepaid expenses of $32,615.

The Company's ability to continue is dependent upon attaining and sustaining profitable operations and obtaining additional financing in
order to fund its working capital requirements and on-going operations. The Company's ability to attain profitable operations and positive
cash flow in the future is dependent upon various factors, including its ability to acquire new customer contracts, the success of
management's continued cost controls, and general economic conditions.

The Company currently has no bank debt and has an operating line of $250,000 which as at September 30, 2008 was at a nil balance. The
operating line bears an interest rate of Canadian chartered bank prime plus 1.0%, and is secured by assignment of cash collateral and a
general security agreement.

Subsequent Events

On Qctober 28, 2008, the Company was served with a Statement of Claim by the former President alleging that on or about August 5, 2008,
his employment was wrongfully terminated without just cause and without notice. The claim is in the amount of $242,000 and further, or in
the alternative, the amount of $300,000, plus other relief. The matter is pending before the Alberta Court of Queen's Bench and the
Company maintains that the claims are without merit. The amount, if any, awarded as a result of these actions will be reflected in the period
the amounts become reasonably estimable.

Contingencies

The Company is defending itself in two actions instigated by the same plaintiff and the Company believes that the amount of liability, if any,
is not determinable at this time. No liability has been accrued for claims on these actions and any amounts awarded as a result of the
actions will be reflected in the year the amounts become reasonably estimable. The details are as follows.
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In September 2007, the Company, among others, was served with a counterclaim alleging that the Company induced a breach of contract
and interfered with economic relationships. The Company maintains that the claims are without merit and no liability has been included in
these consolidated interim statements, as management intends to vigorously defend the matter and believes the outcome will be in its
favour. On November 7, 2007 the Company filed a Statement of Defense and a counterclaim against three parties for their interference with
legally binding contracts, disrupted business, attacks on the Company's reputation, and costs. Any amounts awarded as a result of these
actions will be reflected in the year the amounts become reasonably estimable.

In September 2007, the Company was served with a claim of patent infringement seeking unspecified damages. The Company maintains
that the claims are without merit and no liability in respect to this action has been included in these consolidated financial statements as
management intends to vigorously defend the matter and believes the outcome will be in its favour. On December 24, 2007 the Company
filed a Motion to Dismiss, which was heard on April 8, 2008 and dismissed with the caveat that the plaintiff could file an amended complaint
by April 30, 2008. On April 25, 2008 the plaintiff filed an amended complaint and the Company filed a second Motion to Dismiss on May 12,
2008. On June 20, 2008 the court issued an order requiring the plaintiffs to submit supplemental information and rescheduled the hearing on
the motion. On August 20, 2008 the court issued an order granting the motion to dismiss with the caveat that the plaintiff could file an
amended complaint, which they did, and the Company filed a third motion to dismiss on September 17, 2008. On October 30, 2008 the court
issued an order affording the plaintiffs leave to conduct jurisdictional discovery by February 7, 2009 and until February 27, 2009 to file
supplemental opposition to the Company’s motion to dismiss. The hearing on the motion to dismiss is scheduled for March 27, 2009. Any
amounts awarded as a result of these actions will be reflected in the year the amounts become reasonably estimable.

Commitments

The Company has entered into various leases for its operating premises and equipment. Future minimum annual payments under these
operating leases are as follows:

Premises Equipment Total

2008 § 54416 $ 10,775 § 65,191
2009 § 51,704 $ 34,263 § 85967
2010 § - $ 22107 $§ 22107
2011 § - $ 16630 § 16,630
$106.120  § 83.775 5189.895

In addition, the Company has repayment obligations related to two Government of Canada loan programs. Under the Industrial Research
Assistance Program (IRAP), the Company has received $315,609, which is being repaid as a percentage of gross revenues over a five to
ten year period commencing in October 2005. Under the Technology Partnerships Canada (TPC) program, the Company has received
$85,411 to be repaid over a ten year period commencing in April 20086.

Changes in Accounting Policies

Effective January 1, 2008, the Company adopted a newly issued accounting standard issued by the Canadian Institute of Chartered
Accountants (CICA) under CICA Handbook Section 3031, Inventories. Prior to the adoption of this standard, the Company's policies related
to inventories were largely consistent with the requirements of the new standard. The Company had adopted this policy retrospectively as of
January 1, 2008 as provided for in the standard.

As of January 1, 2008, the Company also adopted CICA Handbook Section 1535, Capital Disclosure, Section 3862, Financial
Instruments-Disclosure, and Section 3863, Financial Instruments-Presentation. The new standards have been adopted on a prospective
basis with no restatement of prior periods. Section 1535 requires additional disclosures regarding the Company's capital management;
financial instruments, and the nature, extent and management of risks arising from financial instruments to which the Company may be
exposed. The adoption of Section 3863 had no effect on the presentation of the Company's financial instruments.

IFRS Changeover Plans

CSA Notice 52-320 requires that disclosure of IFRS changeover plans be disclosed. The Company has not yet developed a formal
changeover plan but is actively educating key personnel on IFRS and the differences with GAAP. Once the education process is completed,
the Company will develop a formal plan for changeover.

Forward-Looking Statements
Certain information set forth in this MD&A, including a discussion of future plans and operations, contains forward-looking statements that

involve substantial known and unknown risks and uncertainties. These forward-looking statements include statements relating to AMA's

AeroMechanical Services Ltd. - 6



Management DiSCUSSion and AnalySIS

plans, strategies, objectives, expectations, intentions, resources, and business activities, which are not guarantees as to future results since
there are inherent difficulties in predicting these future results. The use of any of the words: “anticipate”’, “expect”, “project”, “may”, “will”,
“should”, “believe”, “estimate”, “forecast’, “intends”, and similar expressions identify forward-looking statements. Such statements are
subject to known and unknown risks and uncertainties, many of which are beyond AMA's control. These would include the general state of
the economy, industry conditions, competition from other organizations, the seasonal nature of the industry, access to third-party suppliers
and contractors, changes in government regulations, access to competent employees, and currency and interest rate fluctuations. In
particular, if there is a material downturn in the aviation industry, there may be a sudden impact on AMA's financial results. AMA’s
assumptions used in these forward-looking statements are believed to be reasonable at the time of preparation: however, no assurance can
be given that these assumptions will prove to be correct and consequently, AMA's actual results could differ materially from those implied or
contained in any forward-looking statement. As a result, readers should be cautioned about placing any undue reliance on any
forward-looking statement included in this report.
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AUDITORS' INVOLVEMENT

National Instrument 51-102, Part 4, subsection 4.3 (3) (a), requires that if an auditor has not performed a review of the interim financial
statements, there must be an accompanying notice to the interim statements indicating that the interim financial statements have not been
reviewed by an auditor.

The auditors of AeroMechanical Services Ltd. have not performed a review of the unaudited interim financial statements for the three and
nine month periods ended September 30, 2008 and 2007,
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Financial Statements

CONSOLIDATED BALANCE SHEET

(UNAUDITED)
September 30 December 31
2008 2007
ASSETS
CURRENT
Cash and cash equivalents S 2,035,581 $ 1,945,687
Restricted cash 250,000 284,500
Accounts receivable 858,565 621,726
Inventory 1,974,814 1,810,483
Prepaid expenses 213,410 349,924
5,332,370 5,012,320
PROPERTY AND EQUIPMENT 304,171 252,826
RENTAL ASSETS 1,524,723 981,414
INTANGIBLE ASSETS 34,992 34,992
S 7,196,256 $ 6,281,552
LIABILITIES
CURRENT
Accounts payable and accrued liabilities 3 906,937 $ 1,219,977
Current portion unearned revenue - note 3 348,540 232,805
Current portion of deferred lease inducement 5,703 13,687
Current portion of loans payable 68,782 52,810
Current portion of obligation under capital lease — note 4 26,935 23,681
1,356,897 1,542,960
UNEARNED REVENUE - note 3 1,730,137 689,861
DEFERRED LEASE INDUCEMENT . 2,281
LOANS PAYABLE 332,238 382,679
OBLIGATION UNDER CAPITAL LEASE - note 4 35,986 18,150
WARRANTY 14,325 13,842
2,112,686 1,106,813
SHAREHOLDERS' EQUITY
SHARE CAPITAL - note 5 28,897,635 23,992,644
CONTRIBUTED SURPLUS - note 5 3,234,696 1,434,034
DEFICIT (28,405,658) (21,794,899)
3,726,673 3,631,779
S 7,196,256 $ 6,281,552

CONSOLIDATED STATEMENTS OF LOSS AND DEFICIT
AeroMechanical Services Ltd. . 9



Financial Sta tem e ntS

REVENUE
Rental revenue
Sales revenue

License fees and interest

COST OF SALES
GROSS MARGIN

EXPENSES

Salaries and benefits

General and administrative
Marketing

Stock based compensation
Research and development
Amortization

Interest and bank charges
Foreign exchange currency loss

Loss on asset disposal

NET LOSS FOR THE PERIOD

DEFICIT - Beginning of the period
NET LOSS

DEFICIT- END OF THE PERIOD

NET LOSS PER SHARE - Basic and Diluted — note 5

AeroMechanical Services Ltd.

(UNAUDITED)

For the three For the three For the nine For the nine
months ended months ended months ended months ended
September 30, September 30, September 30, September 30,

2008 2007 2008 2007
§ 440,588 § 198,988 § 1,036,869 $ 505,694
63,072 79,188 349,831 287,030
286,334 34,508 397,623 831,001
789,994 312,684 1,784,323 1,623,725
260,832 184,176 1,312,667 741,205
529,162 128,508 471,656 882,520
1,237,355 1,003,665 3,656,474 2,888,912
341,591 337,249 1,272,742 887,383
240,175 357,078 785,187 801,179
91,666 26,417 670,102 525,252
344,470 72,374 487,149 150,828
53,155 25,473 131,504 64,146
9,811 4,678 33,214 15,241
24,949 (5,168) 36,495 30,731
- - 9,548 z
2,343,172 1,821,766 7,082,415 5,363,672
S (1,814,010) § (1,693,258) $ (6,610,759) $ (4,481,152)

$ (26,591,648)

$ (17,714,479

S (21,794,899)

$ (14,926,585)

(1,814,010) (1,693,258) (6,610,759) (4,481,152)
$ (28,405658) S (19,407,737) $ (28,405,658) $ (19,407,737)
$ (0.02) S (0.03) § (0.08) $ (0.07)







