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You should rely only on the information contained in or incorporated by reference in this prospectus. We have not authorized anyone to
provide you with different information. We are not making an offer of these securities in any state where the offer is not permitted. You
should not assume that the information contained in this prospectus is accurate as of any date other than the date on the front of this
prospectus.
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ABOUT THIS PROSPECTUS SUPPLEMENT

We are providing information to you about this offering of shares of our common stock in two parts. The first part is this prospectus supplement,
which provides the specific details regarding this offering and also adds to and updates information contained in the accompanying base
prospectus and the documents incorporated by reference. The second part is the accompanying base prospectus, which provides more general
information. Generally, when we refer to this �prospectus,� we are referring to both parts of this document combined.

Some of the information in the base prospectus may not apply to this offering. If information in this prospectus supplement is inconsistent with
the accompanying base prospectus, you should rely on this prospectus supplement.

You should rely on the information contained or incorporated by reference in this prospectus supplement and the accompanying base prospectus.
We and the selling stockholders have not authorized anyone to provide you with any information that is different from that contained in this
prospectus. If you receive any information that is different, you should not rely on it.

You should not assume that the information contained in this prospectus supplement or the accompanying base prospectus is accurate as of any
date other than their dates, or that the information contained in any document incorporated by reference in this prospectus is accurate as of any
date other than the date on which that document was filed with the Securities and Exchange Commission, or SEC.

We, the selling stockholders and the underwriters are not making an offer to sell the common stock in jurisdictions where the offer or sale is not
permitted. The distribution of this prospectus supplement and the accompanying base prospectus and the offering and sale of our common stock
in certain jurisdictions may be restricted by law. Persons outside the United States who come into possession of this prospectus supplement and
the accompanying base prospectus must inform themselves about and observe any restrictions relating to the offering of the common stock and
the distribution of this prospectus supplement and the accompanying base prospectus outside the United States. This prospectus supplement and
the accompanying base prospectus do not constitute an offer of, or an invitation to purchase, any shares of common stock in any jurisdiction in
which such offer or invitation would be unlawful.

Unless otherwise specified or the context otherwise requires, references in this prospectus supplement to �Alliance Imaging,� �Alliance,� �we,�
�company,� �our� and �us� refer to Alliance Imaging, Inc. and its direct and indirect subsidiaries on a consolidated basis.

Unless otherwise noted, the information in this prospectus assumes that the underwriters do not exercise their over-allotment option to purchase
up to an additional 1,200,000 shares from the selling stockholders.

United Kingdom

This document is an advertisement and not a prospectus approved by the Financial Services Authority. Copies of the prospectus
will, following publication, be available from the our registered office. Although it is intended that the prospectus will
be approved by the Financial Services Authority as a prospectus prepared in accordance with the prospectus
rules made under section 73A of the Financial Services and Markets Act 2000, this document has not been so
approved. Similarly, although it is intended that the prospectus will be made available to the public in accordance with
the prospectus rules, this document has not been made available in accordance therewith.
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Other EEA member states

This document is an advertisement for purposes of applicable measures implementing the European Prospectus Directive. A prospectus prepared
pursuant to European Prospectus Directive and applicable implementing measures will be published. Copies of the prospectus, following
publication, will be available from Alliance Imaging, Inc., 1900 S. State College Boulevard, Suite 600, Anaheim, CA 92806.

CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS

This prospectus supplement includes or incorporates by reference forward looking statements. In some cases you can identify these statements
by forward looking words, such as �may,� �will,� �should,� �expect,� �plan,� �anticipate,� �believe,� �estimate,� �predict,� �seek,� �intend� and �continue� or similar
words. Forward looking statements may also use different phrases. Forward looking statements address, among other things, our future
expectations, projections of our future results of operation or of our financial condition and other forward looking information.

We believe it is important to communicate our expectations to our investors. However, there may be events in the future that we are not able to
accurately predict or that we do not fully control that cause actual results to differ materially from those expressed or implied by our forward
looking statements, including:

•  our high degree of leverage and our ability to service our debt;

•  factors affecting our leverage, including interest rates;

•  the risk that the counter-parties to our interest rate swap agreements fail to satisfy their obligations under these
agreements;

•  the effect of operating and financial restrictions in our debt agreements;

•  our estimates regarding our capital requirements;

•  intense levels of competition in the diagnostic imaging services and imaging systems industry;

•  changes in the rates or methods of third-party reimbursements for diagnostic imaging services;

•  changes in the healthcare regulatory environment;

•  our ability to keep pace with technological developments within our industry;

•  the growth in the market for MRI and other services;

•  the disruptive effect of hurricanes and other natural disasters;

•  our ability to successfully integrate any future acquisitions; and

•  other factors discussed under �Risk Factors.�

This prospectus supplement includes or incorporates by reference statistical data that we obtained from public industry publications. These
publications generally indicate that they have obtained their information from sources believed to be reliable, but do not guarantee the accuracy
and completeness of their information. Although we believe that the publications are reliable, we have not independently verified their data.
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SUMMARY

The following summary provides an overview of certain information about us and may not contain all the information that may be important to
you. This summary is qualified in its entirety by, and should be read together with, the information contained in other parts of this prospectus
and the documents we incorporate by reference. You should carefully read this entire prospectus, including the �Risk Factors� section and the
documents that we incorporate by reference before making a decision about whether to invest in our common stock.

Our Company

Overview

We are a leading national provider of shared-service and fixed-site diagnostic imaging services, based upon annual revenue and number of
diagnostic imaging systems deployed. Our principal sources of revenue are derived from magnetic resonance imaging, or MRI, and positron
emission tomography and positron emission tomography/computed tomography, or PET and PET/CT. We provide imaging and therapeutic
services primarily to hospitals and other healthcare providers on a shared-service and full-time service basis. We also provide services through a
growing number of fixed sites, primarily to hospitals or health systems. Our services normally include the use of our imaging systems,
technologists to operate the systems, equipment maintenance and upgrades and management of day-to-day shared-service and fixed-site
diagnostic imaging operations.

In addition, through Alliance Oncology, a joint venture with the University of Pittsburgh Medical Center, we have recently begun a new
initiative to build and operate radiation therapy centers primarily by partnering with hospitals in a manner similar to our existing MRI, PET and
PET/CT business. Two of these centers are currently operational and several more are in development.

For the nine months ended September 30, 2006, MRI services and PET and PET/CT services generated 62% and 29% of our revenue,
respectively. The remaining revenue was comprised of diagnostic imaging services revenue from other modalities, primarily computed
tomography, or CT, and management contract revenue. We had 494 diagnostic imaging systems, including 334 MRI systems and 71 PET or
PET/CT systems, and we served over 1,000 clients in 43 states at September 30, 2006. Of these 494 diagnostic imaging systems, 74 were located
at fixed sites, which constitutes systems installed primarily in medical office buildings, in hospitals or inside medical groups� offices. Of these 74
fixed sites, 60 were MRI fixed sites, three were PET or PET/CT fixed sites and 11 were other modality fixed sites.

Approximately 87% of our revenues for the nine months ended September 30, 2006 were generated by providing services to hospitals and other
healthcare providers, which we refer to as wholesale revenues. Our wholesale revenues are typically generated from contracts that require our
clients to pay us based on the number of scans we perform, although some pay us a flat fee for a period of time regardless of the number of scans
we perform. These payments are due to us independently of our clients� receipt of reimbursement from third-party payors. For shared-service
customers, we typically deliver our services for a set number of days per week through exclusive, long-term contracts with hospitals and other
healthcare providers. The terms of these contracts average approximately three years in length. Our contracts for our fixed sites average
approximately seven to 10 years in length. We price our contracts based on the type of system used, the scan volume and the number of ancillary
services being provided. Pricing is also affected by competitive pressures.

Our clients, primarily small-to-mid-sized hospitals, contract with us to provide diagnostic imaging systems and services in order to: take
advantage of our extensive diagnostic imaging and project management experience; avoid the capital investment and financial risk associated
with the purchase of their own systems; provide access to MRI, PET and PET/CT and other services for their patients when the
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demand for these services does not justify the purchase of a dedicated, full-time system; benefit from upgraded imaging systems without direct
capital expenditures; eliminate the need to recruit, train and manage qualified technologists; make use of our ancillary services; and gain access
to services under our regulatory and licensing approvals when they do not have these approvals.

Our Industry

Diagnostic imaging services are noninvasive procedures that generate representations of the internal anatomy and convert them to film or digital
media. Diagnostic imaging systems facilitate the early diagnosis of diseases and disorders, often minimizing the cost and amount of care
required and reducing the need for costly and invasive diagnostic procedures. Radiation therapy, or RT, is the use of high-energy radiation to
treat cancer. The market of RT providers is highly fragmented with approximately 70% of services still performed in hospitals.

MRI.  First patented in 1974, MRI technology involves the use of high-strength magnetic fields to produce
computer-processed cross-sectional images of the body. Due to its superior image quality, MRI is the preferred
imaging technology for evaluating soft tissue and organs, including the brain, spinal cord and other internal anatomy.
With advances in MRI technology, MRI is increasingly being used for new applications such as imaging of the heart,
chest and abdomen.

The MRI industry has experienced growth as a result of: recognition of MRI as a cost-effective, noninvasive diagnostic tool; superior soft-tissue
image quality of MRI versus that of other diagnostic imaging technologies; wider physician acceptance and availability of MRI technology;
growth in the number of MRI applications; MRI�s safety when compared to other diagnostic imaging technologies because it does not use
potentially harmful radiation; and increased overall demand for healthcare services, including diagnostic services, for the aging population.

PET and PET/CT.  PET is a nuclear medicine procedure that produces images of the body�s metabolic and biologic
functions. A PET/CT system fuses together the results of a PET and CT (Computed Tomography) scan at the scanner
level. The PET portion of the scan detects the metabolic signal of cancer cells and the CT portion of the scan provides
a detailed image of the internal anatomy that reveals the location, size and shape of abnormal cancerous growths.

Early detection of these conditions enables a broader range of treatments. PET/CT is also useful for the monitoring of these conditions. The
recent expansion of Centers for Medicare & Medicaid Services, or CMS, coverage has driven the growth of PET. Since 1998, CMS has
expanded reimbursement of PET procedures from two indications to 39 indications.

Other Diagnostic Imaging Services.   Other diagnostic imaging technologies include: nuclear medicine or gamma camera,
ultrasound, mammography, general fluoroscopy, bone densitometry and general x-ray.

Radiation Therapy.  Radiation therapy uses high-energy radiation to treat cancer. The radiation diminishes cancer cells�
ability to reproduce, which causes the body to naturally dispose of these cells. Approximately 60% of new cancer
patients are treated with radiation therapy each year. Radiation therapy is often used together with other oncology
treatments such as chemotherapy and surgical oncology.

Our Competitive Strengths

A Leading National Provider of Shared-Service and Fixed-Site MRI and PET and PET/CT Services.  We are a leading national provider
of shared-service and fixed-site MRI, PET and PET/CT services, based on annual revenue and number of diagnostic
imaging systems deployed. As of September 30, 2006, we had 334 MRI systems and 71 PET or PET/CT systems in
operation.
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We believe our size allows us to achieve operating, purchasing and administrative efficiencies, including:

•  the ability to maximize utilization through efficient deployment of our mobile systems;

•  equipment purchasing savings from equipment manufacturers; and

•  favorable service and maintenance contracts from equipment manufacturers.

We also believe our size has enabled us to establish a well-recognized brand name and an experienced management team with a detailed
knowledge of the competitive and regulatory environments within the diagnostic imaging services industry. This reputation and knowledge has
enabled us to become one of the first companies to work with hospitals to develop and provide radiation oncology therapy services. PET and
PET/CT, which is often used for early detection of cancer, provides us with a unique ability to leverage our hospital relationships and capitalize
on this fast growing therapeutic sector.

Comprehensive Diagnostic Imaging Solution.   We offer our clients a comprehensive diagnostic imaging solution, which
includes our imaging services and ancillary services, such as marketing support, education and training and billing
assistance. In some cases, we provide services under our regulatory and licensing approvals for clients who lack such
approvals. We believe that a comprehensive diagnostic imaging solution is an important factor when potential clients
select a diagnostic imaging provider. We also believe that some clients recognize the benefits of our solution and will
continue to contract for our diagnostic imaging services or enter into a joint venture with us even if their scan volume
may justify the purchase of their own imaging system.

Exclusive, Long-Term Contracts with a Diverse Client Base.   We primarily generate our revenues from exclusive, long-term
contracts with hospitals and other healthcare providers. These contracts average approximately three years in length
for mobile services and approximately seven to 10 years in length for fixed-site arrangements. These contracts often
contain automatic renewal provisions and certain contracts have cancellation clauses if the hospital or other healthcare
provider purchases their own systems. At September 30, 2006, we served over 1,000 clients in 43 states and, during
2005, no single client accounted for more than 3% of our revenue.

Reduced Reimbursement Risk.   Generally, hospitals, clinics and independent imaging centers bill patients or third-party
payors, such as health insurers, for their imaging services. In contrast, for the nine months ended September 30, 2006,
approximately 87% of our revenues were generated by providing services to hospitals and other healthcare providers,
which we refer to as wholesale revenues. Our wholesale revenues are typically generated from contracts that require
hospitals and clinics to pay us based on the number of scans we perform on patients on our clients� behalf, although
some pay us a flat fee for a period of time regardless of the number of scans we perform. These payments are due to
us regardless of our clients� receipt of reimbursement from third-party payors. Accordingly, our exposure to
uncollectible patient receivables is minimized, as evidenced by our bad debt expense of only 0.8% of revenues for the
nine months ended September 30, 2006. Moreover, we believe that the number of days outstanding for our accounts
receivable, which was 50 days as of September 30, 2006, is among the more favorable in the healthcare services
industry.

Stable and Significant Cash Flow Generation.   We have produced strong cash flows and maintained attractive margins over a
sustained period of time. We attribute this to: (1) our comprehensive outsourcing solutions, (2) the substantial value
we offer our customers, (3) the strength of our customer relationships, (4) the wholesale nature of our revenues and
(5) our economies of scale.

Experienced Management Team.   Our senior management team consists of professionals with significant experience within
the hospital and healthcare services industry. Our four executive officers have over 50 years of industry experience.

S-3

Edgar Filing: ALLIANCE IMAGING INC /DE/ - Form 424B7

9



Edgar Filing: ALLIANCE IMAGING INC /DE/ - Form 424B7

10



Our Strategy

Key components of our strategy include:

Focus on Diversification Through Growth Products.   We will continue to operate our mobile, shared-service MRI business to
maximize efficiency, clinical excellence and cash flow. However, we are also focused on diversifying and growing
our business through the identification of additional services or new technologies which can be deployed on behalf of
our hospital and healthcare clients, including:

•  PET/CT.   We are one of the largest national PET/CT providers in the United States. We currently have 68 mobile
PET or PET/CT systems and three fixed-site systems. Strong industry growth in the PET and PET/CT market
provides a significant opportunity for our company. We see potential for growth through increases in
Medicare-approved procedures and greater physician acceptance of PET procedures.

•  Fixed Sites.   Our mobile system contracts are generally for terms of three years or less while our fixed-site
contracts last for seven to 10 years. Since January 1, 2003, we opened 46 fixed sites and increased fixed-site revenues
by 125%. We plan to continue to profitably grow our fixed-site business line through an aggressive, but disciplined
growth strategy focused on partnerships with hospitals and fact-based, analytical screening processes.

•  Radiation Therapy.   Within oncology, radiation therapy is an established, growing form of treatment that exhibits
strong operating margins and a high return on investment. RT represents a significant opportunity for us, as PET/CT
technology is increasingly used for the early detection of cancer and approximately 60% of new cancer cases are
treated with RT each year. Alliance Oncology, our joint venture with the University of Pittsburgh Medical Center, is
currently developing radiation therapy centers in partnership with hospitals. Two of these centers are currently open
and several more are in development. The growth in RT as part of our business mix is supported by strong demand
from hospitals for assistance in upgrading to the latest RT technology (Intensity Modulated Radiation Therapy, or
IMRT, and Image Guided Radiation Therapy, or IGRT), the increasing incidence of cancer, our unparalleled PET/CT
capabilities and the growing use of PET/CT scans.

Improvement of our Sales Force.  We are focused on improving our sales management and sales support infrastructure to
improve the pace of new business. We believe a strengthened sales force will enable us to further diversify our
business, pursue growth in low market share territories and focus on converting mature mobile customers to fixed
sites. The ability of our sales force to effectively cross-sell PET/CT, radiation therapy and other new products will
provide us with future growth and margin enhancement. Some of our sales force initiatives include new training
programs, marketing campaigns and account coverage models. We also have improved commission and incentive
programs for our sales managers to align them with our company�s initiatives.

Improve Operating Efficiency.  We are focused on reducing our cost structure and improving asset allocation. Since 2005,
we have decreased the number of our business regions from 10 to four, while standardizing certain policies and
procedures nationwide. In doing so, we believe we will continue to benefit from our regional managers� direct contact
and knowledge of markets we serve, while ensuring quality, consistency and efficiency across all regions. Other
initiatives include developing new vendor relationships and actively managing our mobile systems to increase their
utilization through improved route efficiency.

Focus on Patient Care and Customer Service.  We are dedicated to the highest level of patient care standards and clinical
performance improvement. We strive to provide a variety of solutions designed to meet the needs of our customers by
developing new surveying tools for both patients and customers. These surveying tools provide performance-driven
data to improve levels of satisfaction for all of our products.
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As a result of our efforts, we have achieved the highest levels of accreditation. We were the first national provider of shared-imaging services to
be awarded accreditation by the Joint Commission on Accreditation of Healthcare Organizations, or JCAHO, in 1998. All of our sites and
centers are JCAHO accredited or American College of Radiology certified. We have also restructured our marketing function so that our
marketing teams are regionally based, enabling us to better understand our patient and customer needs, thereby improving our service to them.

Focus on a Unified Culture.  Our business mix has significantly diversified over the past several years. Because of this, we
have made it a priority to develop a cohesive culture based upon a shared set of core values, including (i) clinical
quality and excellence, (ii) integrity and ethics, (iii) respect and (iv) teamwork and accountability. Our values are
stewarded by a management team with a history of clinical excellence combined with practical experience. Some of
our specific actions have been to establish clear and consistent performance expectations and invest in key training for
sales and operations management personnel.

Selectively Pursue Acquisitions.  We intend to maintain our market positions by selectively pursuing strategic acquisitions.
Changes in the rates or methods of third-party reimbursement for diagnostic imaging services could severely impact
our smaller competitors and result in a unique buying opportunity for us. We are particularly focused on acquiring
individual imaging centers located in Certificate of Need, or CON, regulated states. In some states, a CON or similar
regulatory approval is required prior to the acquisition of diagnostic imaging systems or service, resulting in a barrier
to entry for competitors without a CON. In October 2005, we acquired PET Scans of America, a mobile provider of
PET and PET/CT services exclusively serving hospitals, many of which are located in CON states.

We are headquartered at 1900 S. State College Blvd., Suite 600, Anaheim, California 92806, and our telephone number at that address is
(714) 688-7100.
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THE OFFERING

Common stock offered by selling stockholders 8,000,000 shares(1)
Common stock to be outstanding after the
offering 49,893,732 shares(2)
Use of proceeds All of the shares are being sold by the selling stockholders.

Accordingly, we will not receive any proceeds from the shares sold
in the offering.

Dividend policy Holders of common stock are entitled to receive cash dividends
when declared by our board of directors out of funds legally
available. Since our initial public offering in 2001, we have not
paid any cash dividends on our common stock and we do not have
any present intention to commence payment of any cash dividends.

NYSE symbol AIQ

(1)  Excludes 1,200,000 shares of common stock to be sold by the selling stockholders if the underwriters�
overallotment option is exercised in full. See �Underwriting.�

(2)  Based on outstanding shares as of September 30, 2006 and exclusive of:

•  1,269,954 shares issuable upon exercise of outstanding stock options in connection with employee benefit plans;
and

•  49,231 shares issuable pursuant to phantom shares held by members of our board of directors.
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SUMMARY HISTORICAL CONSOLIDATED FINANCIAL DATA

The following table sets forth our summary historical consolidated financial data for the periods indicated. The summary historical consolidated
financial data for the years ended December 31, 2003, 2004 and 2005 have been derived from our audited consolidated financial statements and
related notes. The summary historical consolidated financial data for the nine months ended September 30, 2005 and 2006 have been derived
from our unaudited consolidated financial statements and related notes. You should read this information along with �Management�s Discussion
and Analysis of Financial Condition and Results of Operations� contained below and our audited consolidated financial statements and related
notes in our Annual Report on Form 10-K for the year ended December 31, 2005 and our unaudited consolidated financial statements and
related notes in our Quarterly Report on Form 10-Q for the period ended September 30, 2006, both of which are incorporated by reference in this
prospectus supplement.

Year Ended December 31,
Nine Months Ended
September 30,

2003 2004 2005 2005 2006
(dollars in thousands,
except per share data)

(dollars in thousands,
except per share data)

Consolidated Statements of Operations Data:
Revenues $ 413,553 $ 432,080 $ 430,788 $ 320,596 $ 344,116
Costs and expenses:
Cost of revenues, excluding depreciation
and amortization 198,456 217,605 226,294 163,729 182,621
Selling, general and administrative
expenses 47,472 48,142 48.077 37,110 41,037
Employment agreement costs 2,446 2,064 366 366 �
Severances and related costs 2,246 1,223 826 � 536
Loss on early retirement of debt � 44,393 � � �
Impairment charges 73,225 � � � �
Depreciation expense 77,675 80,488 82,505 61,311 62,738
Amortization expense 2,897 3,522 3,954 2,719 3,703
Interest expense, net 43,589 44,039 37,491 27,686 30,343
Other (income) and expense, net (200 ) (484 ) (399 ) (331 ) 298
Total costs and expenses 447,806 440,992 399,114 292,590 321,276
Income (loss) before income taxes, minority interest
expense and earnings from unconsolidated investees (34,253 ) (8.912 ) 31,674 28,006 22,840
Income tax expense (benefit) (1,680 ) (6,770 ) 13,450 11,795 10,401
Minority interest expense 1,686 2,373 1,718 1,506 1,586
Earnings from unconsolidated investees (2,649 ) (4,029 ) (3,343 ) (2,596 ) (4,145 )
Net Income (loss) $ (31,610 ) $ (486 ) $ 19,849 $ 17,301 $ 14,998
Earnings (loss) per common share:
Basic $ (0.66 ) $ (0.01 ) $ 0.40 $ 0.35 $ 0.30
Diluted $ (0.66 ) $ (0.01 ) $ 0.39 $ 0.34 $ 0.30
Weighted average number of shares of
common stock and common stock equivalents:
Basic 47,872 48,350 49,378 49,313 49,737
Diluted 47,872 48,350 50,262 50,311 50,239
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As of
December 31,
2005

As of
September 30,
2006

Consolidated Balance Sheet Data (at end of period):
Cash and cash equivalents $ 13,421 $ 12,914
Total assets 675,342 674,268
Long-term debt, including current maturities 579,582 543,758
Stockholders� deficit (40,256 ) (22,208 )
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RISK FACTORS

You should carefully consider the risks described below before you decide whether to purchase our common stock. If any of these risks actually
occurs, our business, financial condition or results of operations will likely suffer. In that event, the trading price of our common stock could
decline, and you may lose all or part of your investment.

Risks Related to Our Business

Changes in the rates or methods of third-party reimbursements for diagnostic imaging services could result in reduced demand for our
services or create downward pricing pressure, which would result in a decline in our revenues and harm to our financial position.

We derive approximately 13% of our revenues from direct billings to patients and third-party payors such as Medicare, Medicaid or private
health insurance companies, and changes in the rates or methods of reimbursement for the services we provide could have a significant negative
impact on those revenues. Approximately 87% of our revenues are derived from healthcare provider clients, including hospitals, that generally
rely on reimbursement from third-party payors. From time to time, initiatives have been proposed which, if implemented, could have the effect
of substantially decreasing reimbursement rates for diagnostic imaging services.

For example, on February 8, 2006, the Deficit Reduction Act of 2005, or DRA, was signed into law by President George W. Bush. The DRA
imposes caps on Medicare payment rates for certain imaging services, including MRI, PET and CT, furnished in physician�s offices and other
non-hospital based settings. Under the cap, payments for specified imaging services cannot exceed the hospital outpatient payment rates for
those services. This change is to apply to services furnished on or after January 1, 2007. The limitation is applicable to the technical component
of the services only (which is the payment we receive for the services for which we bill directly under the Medicare Physician Fee Schedule). If
the technical component of the service established under the Physician Fee Schedule (without including geographic adjustments) exceeds the
hospital outpatient payment amount for the service (also without including geographic adjustments), then the payment is to be reduced. In other
words, in those instances where the technical component for the particular service is greater for the non-hospital site, the DRA directs that the
hospital outpatient payment rate be substituted for the otherwise applicable Physician Fee Schedule payment rates. The implementation of this
reimbursement reduction contained in the DRA will have a significant effect on our financial condition and results of operations beginning in
2007. On November 1, 2006, CMS issued a final rule for the Medicare Part B hospital outpatient prospective payment system, or HOPPS,
reimbursement rates for PET and PET/CT imaging procedures. The national payment rate for nonmyocardial PET scans will be reduced from
the current rate of $1,150 per scan to $855 per scan, effective January 1, 2007. The national payment rate for PET/CT scans will be reduced
from the current rate of $1,250 per scan to $950 per scan, also effective January 1, 2007.

For full year 2006, we estimate that approximately 5.6% of our revenue will be billed directly to the Medicare program, which has increased
from approximately 4.3% of our revenue billed directly to the Medicare program in 2005. If the DRA had been in effect for full year 2006, we
estimate the reduction in Medicare revenue due to the DRA reimbursement rate decrease would have been approximately $9.7 million.
Additionally, the PET and PET/CT Medicare HOPPS reductions described above would have reduced revenue by approximately $2.8 million.
Combined, the DRA and PET and PET/CT Medicare HOPPS rate reductions would have negatively impacted our 2006 revenue by a total of
$12.5 million. Since this revenue reduction is based entirely on reductions in procedural reimbursements, we expect earnings to be reduced by an
equal amount.

In addition, the DRA also codifies the reduction in reimbursement for multiple images on contiguous body parts, which was previously
announced by CMS. The DRA mandates payment at 100% of the
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technical component of the higher priced imaging procedure and 50% for the technical component of each additional imaging procedure for
multiple images of contiguous body parts within a family of codes performed in the same session. Initially, CMS announced that it would phase
in this reimbursement reduction over a two-year period, resulting in a 25% reduction for each additional imaging procedure on contiguous body
parts in 2006 and an additional 25% reduction in 2007. On November 1, 2006, however, CMS announced that it would not implement the
additional 25% reduction in 2007. We believe that the implementation of this reimbursement reduction will not have a significant impact on our
financial condition and results of operation in the future.

Our revenues may fluctuate or be unpredictable and this may harm our financial results.

The amount and timing of revenues that we may derive from our business will fluctuate based on:

•  variations in the rate at which clients renew their contracts;

•  the extent to which our mobile shared-service clients become full-time clients;

•  changes in the number of days of service we can offer with respect to a given diagnostic imaging system due to
equipment malfunctions or the seasonal factors discussed below; and

•  the mix of wholesale and retail billing for our services.

In addition, we experience seasonality in the sale of our services. For example, our revenues typically decline from our third fiscal quarter to our
fourth fiscal quarter. First and fourth quarter revenues are typically lower than those from the second and third quarters. First quarter revenue is
affected primarily by fewer calendar days and inclement weather, the results of which are fewer patient scans during the period. Fourth quarter
revenue is affected primarily by holiday and client and patient vacation schedules and inclement weather, the results of which are fewer patient
scans during the period. As a result, our revenues may significantly vary from quarter to quarter, and our quarterly results may be below market
expectations. We may not be able to reduce our expenses, including our debt service obligations, quickly enough to respond to these declines in
revenue, which would make our business difficult to operate and would harm our financial results. If this happens, the price of our common
stock may decline.

We may experience competition from other medical diagnostic companies and equipment manufacturers and this competition could
adversely affect our revenues and our business.

The market for diagnostic imaging services and systems is competitive. Our major competitors include InSight Health Services Corp.,
Medquest, Inc., Radiologix, Inc., Medical Resources, Inc., Shared Medical Services, Kings Medical Company Inc. and Otter Tail Power
Company. In addition to direct competition from other mobile providers, we compete with independent imaging centers and referring physicians
with diagnostic imaging systems in their own offices, as well as with original equipment manufacturers, or OEM�s, that aggressively sell or lease
imaging systems to healthcare providers for full-time installation. In recent years we have seen an increase in activity by OEM�s sale of systems
directly to a certain number of our clients. Typically, OEM�s target our higher scan volume clients. This increase in activity by OEM�s has
resulted in overcapacity of systems in the marketplace, especially related to medical groups adding imaging capacity within their practice
setting. This has caused an increase in the number of our higher scan volume clients deciding not to renew their contracts. We replace these
higher volume scan clients typically with lower volume clients. During 2005, our MRI revenues modestly declined compared to 2004 levels and
we believe that MRI revenues will continue to modestly decline in future years.

While we believe that we had a greater number of diagnostic imaging systems deployed at the end of 2005 than our principal competitors and
also had greater revenue from diagnostic imaging services during our 2005 fiscal year than they did, some of our direct competitors which
provide diagnostic imaging services may now or in the future have access to greater financial resources than we do and may have
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access to newer, more advanced equipment. In addition, some clients have in the past elected to provide imaging services to their patients
directly rather than renewing their contracts with us. Finally, we face competition from providers of competing technologies such as ultrasound
and may face competition from providers of new technologies in the future. If we are unable to successfully compete, our client base would
decline and our business and financial condition would be harmed.

Managed care organizations may prevent healthcare providers from using our services which would cause us to lose current and
prospective clients.

Healthcare providers participating as providers under managed care plans may be required to refer diagnostic imaging tests to specific imaging
service providers depending on the plan in which each covered patient is enrolled. These requirements currently inhibit healthcare providers
from using our diagnostic imaging services in some cases. The proliferation of managed care may prevent an increasing number of healthcare
providers from using our services in the future which would cause our revenues to decline.

We may be unable to effectively maintain our imaging systems or generate revenue when our systems are not working.

Timely, effective service is essential to maintaining our reputation and high utilization rates on our imaging systems. Repairs to one of our
systems can take up to two weeks and result in a loss of revenue. Our warranties and maintenance contracts do not fully compensate us for loss
of revenue when our systems are not working. The principal components of our operating costs include depreciation, salaries paid to
technologists and drivers, annual system maintenance costs, insurance and transportation costs. Because the majority of these expenses are fixed,
a reduction in the number of scans performed due to out-of-service equipment will result in lower revenues and margins. Repairs of our
equipment are performed for us by the equipment manufacturers. These manufacturers may not be able to perform repairs or supply needed parts
in a timely manner. Thus, if we experience greater than anticipated system malfunctions or if we are unable to promptly obtain the service
necessary to keep our systems functioning effectively, our revenues could decline and our ability to provide services would be harmed.

Our ability to maximize the utilization of our diagnostic imaging equipment may be adversely impacted by harsh weather conditions
which may affect our ability to generate revenue.

Harsh weather conditions can adversely impact our operations and financial condition. To the extent severe weather patterns affect the regions in
which we operate, potential patients may find it difficult to travel to our centers and we may have difficulty moving our mobile systems along
their scheduled routes. As a result, we would experience a decrease in scan volume during that period. Our equipment utilization, scan volume or
revenues could be adversely affected by similar conditions in the future.

Technological change in our industry could reduce the demand for our services and require us to incur significant costs to upgrade our
equipment.

We operate in a competitive, capital intensive, high fixed-cost industry. The development of new technologies or refinements of existing ones
might make our existing systems technologically or economically obsolete, or reduce the need for our systems. MRI, PET and PET/CT and other
diagnostic imaging systems are currently manufactured by numerous companies. Competition among manufacturers for a greater share of the
MRI, PET and PET/CT and other diagnostic imaging systems market has resulted in and likely will continue to result in technological advances
in the speed and imaging capacity of these new systems. Consequently, the obsolescence of our systems may be accelerated. Should new
technological advances occur, we may not be able to acquire the new or improved systems. In the future, to the extent we are unable to generate
sufficient cash from our operations or obtain additional funds through bank financing or the issuance of equity or debt securities, we may be
unable to maintain a
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competitive equipment base. In addition, advancing technology may enable hospitals, physicians or other diagnostic service providers to perform
procedures without the assistance of diagnostic service providers such as ourselves. As a result, we may not be able to maintain our competitive
position in our targeted regions or expand our business.

Natural disasters could adversely affect our business and operations.

Our corporate headquarters is located in California and we currently operate in 43 states, located in various geographic regions across the
country, subject to varying risks for natural disaster, including but not limited to, hurricanes, blizzards, floods, earthquakes and tornados.
Depending upon their severity, these natural disasters could damage our facilities and imaging systems or prevent potential patients from
traveling to our centers. Damage to our equipment or any interruption in our business would adversely affect our financial condition and could
result in the loss of the capital invested in the damaged facilities or imaging systems or anticipated future cash flows from those facilities or
imaging systems.

Continued high fuel costs would harm our operations.

Fuel costs constitute a significant portion of our mobile operating expenses. Historically, fuel costs have been subject to wide price fluctuations
based on geopolitical issues and supply and demand. Fuel availability is also affected by demand for home heating oil, diesel, gasoline and other
petroleum products. Because of the effect of these events on the price and availability of fuel, the cost and future availability of fuel cannot be
predicted with any degree of certainty. In the event of a fuel supply shortage or further increases in fuel prices, a curtailment of scheduled mobile
service could result. There have been significant increases in fuel costs and continued high fuel costs or further increases would harm our
financial condition and results of operations.

We may be unable to renew or maintain our client contracts which would harm our business and financial results.

Upon expiration of our clients� contracts, we are subject to the risk that clients will cease using our imaging services and purchase or lease their
own imaging systems or use our competitors� imaging systems. During the year ended December 31, 2005, we continued to experience a high
rate of contract terminations primarily due to stepped up marketing, sales and attractive financing alternatives being offered by original
equipment manufacturers to our clients. A portion of our clients can execute their early termination clause and discontinue service prior to
maturity. As a result, our 2005 MRI revenues declined compared to 2004 levels and we believe that MRI revenues from our shared-service
operations will continue to decline in future periods. If these contracts are not renewed, it could result in a significant negative impact on our
business. It is not always possible to immediately obtain replacement clients, and historically many replacement clients have been smaller
facilities which have a lower number of scans than lost clients.

Because a high percentage of our operating expenses are fixed, a relatively small decrease in revenues could have a significant negative
impact on our financial results.

A high percentage of our expenses are fixed, meaning they do not vary significantly with the increase or decrease in revenues. Such expenses
include, but are not limited to, debt service and capital lease payments, rent and operating lease payments, salaries, maintenance, insurance and
vehicle operation costs. As a result, a relatively small reduction in the prices we charge for our services or procedure volume could have a
disproportionate negative effect on our financial results.
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We may be subject to professional liability risks, which could be costly and negatively impact our business and financial results.

We may be subject to professional liability claims. Although there currently are no known hazards associated with MRI or our other scanning
technologies when used properly, hazards may be discovered in the future. Furthermore, there is a risk of harm to a patient during an MRI if the
patient has certain types of metal implants or cardiac pacemakers within his or her body. Patients are carefully screened to safeguard against this
risk, but screening may nevertheless fail to identify the hazard. Any claim made against us could be costly to defend against, result in a
substantial damage award against us and divert the attention of our management from our operations, which could have an adverse effect on our
financial performance.

Loss of key executives and failure to attract qualified managers and sales persons could limit our growth and negatively impact our
operations.

We depend upon our management team to a substantial extent. In particular, we depend upon Mr. Viviano, our Chief Executive Officer and the
Chairman of our Board of Directors for his skills, experience and knowledge of our company and industry contacts. Effective May 9, 2005,
Mr. Viviano entered into an employment agreement which ends on the second anniversary of the effective date. The term of this agreement is
subject to automatic extensions on a quarterly basis after the initial term has been completed. Mr. Viviano can prevent a quarterly extension by
giving notice of a desire to modify or terminate the agreement at least thirty days prior to the quarterly extension date. In addition, we do not
have key employee insurance policies covering any of our management team. The loss of Mr. Viviano or other members of our management
team could have a material adverse effect on our business, results of operations or financial condition.

As we grow, we will increasingly require field managers and sales persons with experience in our industry to operate our diagnostic equipment.
It is impossible to predict the availability of qualified field managers and sales persons or the compensation levels that will be required to hire
them. The loss of the services of any member of our senior management or our inability to hire qualified field managers and sales persons at
economically reasonable compensation levels could adversely affect our ability to operate and grow our business.

Loss of, and failure to attract, qualified employees and technologists could limit our growth and negatively impact our operations.

Our future success depends on our continuing ability to identify, hire, develop, motivate and retain highly skilled personnel for all areas of our
organization. Competition in our industry for qualified employees is intense. In particular, there is a very high demand for qualified
technologists who are necessary to operate our systems, particularly PET and PET/CT technologists. We may not be able to hire and retain a
sufficient number of technologists, and we expect that our costs for the salaries and benefits of technologists will continue to increase for the
foreseeable future because of the industry�s competitive demand for their services. Our continued ability to compete effectively depends on our
ability to attract new employees and to retain and motivate our existing employees.

Our positron emission tomography and positron emission tomography/computed tomography, or PET and PET/CT services, and some
of our other imaging services require the use of radioactive materials, which could subject us to regulation-related costs and delays and
potential liabilities for injuries or violations of environmental, health and safety laws.

Our PET and PET/CT service and some of our other imaging services require radioactive materials. While this radioactive material has a short
half-life, meaning it quickly breaks down into inert, or non-radioactive substances, storage, use and disposal of these materials presents the risk
of accidental
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environmental contamination and physical injury. We are subject to federal, state and local regulations governing storage, handling and disposal
of these materials and waste products. Although we believe that our safety procedures for storing, handling and disposing of these hazardous
materials comply with the standards prescribed by law and regulation, we cannot completely eliminate the risk of accidental contamination or
injury from those hazardous materials. We maintain professional liability insurance with coverage that we believe is consistent with industry
practice and appropriate in light of the risks attendant to our business. However, in the event of an accident, we could be held liable for any
damages that result, and any liability could exceed the limits or fall outside the coverage of our insurance. We may not be able to maintain
insurance on acceptable terms, or at all. We could incur significant costs and the diversion of our management�s attention in order to comply with
current or future environmental, health and safety laws and regulations.

We may not be able to achieve the expected benefits from future acquisitions which would adversely affect our financial condition and
results.

We have historically relied on acquisitions as a method of expanding our business. In addition, we will consider future acquisitions as
opportunities arise. If we do not successfully integrate acquisitions, we may not realize anticipated operating advantages and cost savings. The
integration of companies that have previously operated separately involves a number of risks, including:

•  demands on management related to the increase in our size after an acquisition;

•  the diversion of our management�s attention from the management of daily operations to the integration of
operations;

•  difficulties in the assimilation and retention of employees;

•  potential adverse effects on operating results; and

•  challenges in retaining clients.

We may not be able to maintain the levels of operating efficiency acquired companies have achieved or might achieve separately. Successful
integration of each of their operations will depend upon our ability to manage those operations and to eliminate redundant and excess costs.
Because of difficulties in combining operations, we may not be able to achieve the cost savings and other size related benefits that we hoped to
achieve after these acquisitions which would harm our financial condition and operating results.

Recently enacted and proposed changes in securities laws and regulations are likely to increase our costs and may affect our ability to be
in compliance with such new corporate governance provisions in the future.

The existing federal securities laws and regulations impose complex and continually changing regulatory requirements on our operations and
reporting. With the enactment of the Sarbanes-Oxley Act of 2002 in July 2002, a significant number of new corporate governance requirements
have been adopted. These new requirements impose comprehensive reporting and disclosure requirements, set stricter independence and
financial expertise standards for audit committee members, and impose increased civil and criminal penalties for companies, their chief
executive officers, chief financial officers and directors for securities law violations. We expect these developments to increase our legal
compliance costs, increase the difficulty and expense in obtaining director and officer liability insurance, and make it harder for us to attract and
retain qualified members of our board of directors and/or qualified executive officers. Such developments could harm our results of operations
and divert management�s attention from business operations.
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Risks Related to Government Regulation of Our Business

Complying with federal and state regulations is an expensive and time-consuming process, and any failure to comply could result in
substantial penalties.

We are directly or indirectly through our clients subject to extensive regulation by both the federal government and the states in which we
conduct our business, including the federal Anti-Kickback Law and similar state anti-kickback laws, the Stark Law and similar state laws
affecting physician referrals, the federal False Claims Act, the Health Insurance Portability and Accountability Act of 1996 and similar state
laws addressing privacy and security, state unlawful practice of medicine and fee splitting laws, state certificate of need laws, the Medicare and
Medicaid statutes and regulations, the Medicare Prescription Drug, Improvement and Modernization Act of 2003, and requirements for handling
biohazardous and radioactive materials and wastes.

If our operations are found to be in violation of any of the laws and regulations to which we or our clients are subject, we may be subject to the
applicable penalty associated with the violation, including civil and criminal penalties, damages, fines and the curtailment of our operations. Any
penalties, damages, fines or curtailment of our operations, individually or in the aggregate, could adversely affect our ability to operate our
business and our financial results. The risk of our being found in violation of these laws and regulations is increased by the fact that many of
them have not been fully interpreted by the regulatory authorities or the courts, and their provisions are open to a variety of interpretations. Any
action against us for violation of these laws or regulations, even if we successfully defend against it, could cause us to incur significant legal
expenses and divert our management�s attention from the operation of our business. For a more detailed discussion of the various state and
federal regulations to which we are subject see �Business�Regulation,� �Business�Reimbursement� and �Business�Environmental, Health and
Safety Laws.�

Federal and state anti-kickback and anti-self-referral laws may adversely affect our operations and income.

Various federal and state laws govern financial arrangements among health care providers. The federal Anti-Kickback Law prohibits the
knowing and willful offer, payment, solicitation or receipt of any form of remuneration in return for, or to induce, the referral of Medicare,
Medicaid or other federal healthcare program patients, or in return for, or to induce, the purchase, lease or order of items or services that are
covered by Medicare, Medicaid or other federal healthcare programs. Many state laws also prohibit the solicitation, payment or receipt of
remuneration in return for, or to induce the referral of patients in private as well as government programs. Violation of these laws may result in
substantial civil or criminal penalties and/or exclusion from participation in federal or state healthcare programs. We believe that we are
operating in compliance with applicable laws and believe that our arrangements with providers would not be found to violate the federal and
state anti-kickback laws. However, these laws could be interpreted in a manner inconsistent with, and that could have an adverse effect on, our
operations.

The Stark Law prohibits a physician from referring Medicare or Medicaid patients to any entity for certain designated health services (including
MRI and other diagnostic imaging services) if the physician has a prohibited financial relationship with that entity, unless an exception applies.
Although we believe that our operations do not violate the Stark Law, our activities may be challenged. If a challenge to our activities is
successful, it could have an adverse effect on our operations. In addition, legislation may be enacted in the future that further addresses Medicare
and Medicaid fraud and abuse or that imposes additional requirements or burdens on us.

A number of states in which our diagnostic imaging centers are located have adopted a form of anti-kickback law and/or Stark Law. The scope
of these laws and the interpretations of them vary from state to state and are enforced by state courts and regulatory authorities, each with broad
discretion. A determination of liability under the laws described in this risk factor could result in fines and penalties and restrictions on our
ability to operate in these jurisdictions.
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In addition, under the DRA, states are encouraged to adopt false claims acts similar to the federal False Claims Act, which establish
liability for submission of fraudulent claims to the State Medicaid Program and contain qui tam or whistleblower provisions.  States
enacting such false claims statutes will receive an increased percentage of any recovery from a State Medicaid judgment or settlement. 
Adoption of new false claims statutes in states where we operate may impose additional requirements or burdens on us.

Healthcare reform legislation and future regulations could impact our operations or limit the prices we can charge for our services,
which would reduce our revenues and harm our operating results.

In addition to extensive existing government healthcare regulation, there have been and continue to be numerous initiatives at the federal and
state levels for reforms affecting the payment for and availability of healthcare services, including proposals that would significantly limit
reimbursement under the Medicare and Medicaid Programs. Limitations on reimbursement amounts and other cost containment pressures have
in the past resulted in a decrease in the revenue we receive for each scan we perform. For example, the DRA, which was signed into law on
February 8, 2006, contains provisions affecting Medicare payment for imaging services furnished in a number of settings.

In addition, on November 1, 2006, CMS issued a rule that describes 14 new supplier standards applicable to independent diagnostic testing
facilities, or IDTFs, enrolled or enrolling in the Medicare program, which includes some of our facilities. CMS has designed these standards to
ensure that minimum quality standards are met to protect beneficiaries. If an IDTF fails to meet one or more of the proposed standards at the
time of enrollment or at the time of re-enrollment, then its application will be denied or the agency will revoke an IDTF�s billing privileges.
These new standards go into effect on January 1, 2007, and IDTFs must meet these standards to obtain or retain enrollment in the Medicare
program. At this time, we cannot predict the impact that these new standards will have on our business.

It is not clear at this time what existing or future proposals, if any, will be made or adopted and, if adopted, what effect these proposals would
have on our business. Aspects of certain of these healthcare proposals, such as payment reductions in the Medicare and Medicaid Programs,
containment of healthcare costs on an interim basis by means that could include a short-term freeze on prices charged by healthcare providers,
and permitting greater state flexibility in the administration of Medicaid, could limit the demand for our services or affect the revenue per
procedure that we can collect which would harm our business and results of operations.

The application or repeal of state certificate of need regulations could harm our business and financial results.

Some states require a certificate of need or similar regulatory approval prior to the acquisition of high-cost capital items including diagnostic
imaging systems or provision of diagnostic imaging services by us or our clients. Seventeen of the 43 states in which we operate require a
certificate of need and more states may adopt similar licensure frameworks in the future. In many cases, a limited number of these certificates
are available in a given state. If we are unable to obtain the applicable certificate or approval or additional certificates or approvals necessary to
expand our operations, these regulations may limit or preclude our operations in the relevant jurisdictions.

Conversely, states in which we have obtained a certificate of need may repeal existing certificate of need regulations or liberalize exemptions
from the regulations. For example, Pennsylvania, Nebraska, New York, Ohio and Tennessee have liberalized exemptions from certificate of
need programs. The repeal of certificate of need regulations in states in which we have obtained a certificate of need or a certificate of need
exemption would lower barriers to entry for competition in those states and could adversely affect our business.
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If we fail to comply with various licensure, certification and accreditation standards, we may be subject to loss of licensure, certification
or accreditation, which would adversely affect our operations.

All of the states in which we operate require that the imaging technologists that operate our computed tomography, single photon emission
computed tomography, and positron emission tomography systems be licensed or certified. Also, each of our retail sites must continue to meet
various requirements in order to receive payments from the Medicare Program. In addition, we are currently accredited by the Joint Commission
on Accreditation of Healthcare Organizations, an independent, non-profit organization that accredits various types of healthcare providers such
as hospitals, nursing homes and providers of diagnostic imaging services. In the healthcare industry, various types of organizations are
accredited to meet certain Medicare certification requirements, expedite third-party payment, and fulfill state licensure requirements. Some
managed care providers prefer to contract with accredited organizations. Any lapse in our licenses, certifications or accreditations, or those of
our technologists, or the failure of any of our retail sites to satisfy the necessary requirements under Medicare could adversely affect our
operations and financial results.

Risks Related to Our Indebtedness

Our substantial indebtedness could restrict our operations and make us more vulnerable to adverse economic conditions.

Our substantial indebtedness could have important consequences for our stockholders. For example, it could:

•  require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness,
thereby reducing the availability of our cash flow to fund working capital, capital expenditures and acquisitions and
for other general corporate purposes;

•  increase our vulnerability to economic downturns and competitive pressures in our industry;

•  place us at a competitive disadvantage compared to our competitors that have less debt in relation to cash flow;
and

•  limit our flexibility in planning for, or reacting to, changes in our business and our industry.

If there is a default under the agreements governing our material indebtedness, the value of our assets may not be sufficient to repay our
creditors.

Our property and equipment, which make up a significant portion of our tangible assets, had a net book value as of December 31, 2005 of
$358.9 million and $346.5 million as of September 30, 2006. The book value of these assets should not be relied on as a measure of realizable
value for such assets. The realizable value may be greater or lower than such net book value. The value of our assets in the event of liquidation
will depend upon market and economic conditions, the availability of buyers and similar factors. A sale of these assets in a bankruptcy or similar
proceeding would likely be made under duress, which would reduce the amounts that could be recovered. Furthermore, such a sale could occur
when other companies in our industry also are distressed, which might increase the supply of similar assets and therefore reduce the amounts
that could be recovered. Our goodwill and other intangible assets had a net book value as of December 31, 2005 of $193.7 million and $191.7
million as of September 30, 2006. These assets primarily consist of the excess of the acquisition cost over the fair market value of the net assets
acquired in purchase transactions, customer contracts and costs to obtain certificates of need. The value of goodwill and other intangible assets
will continue to depend significantly upon the success of our business as a going concern and the growth in future cash flows. As a result, in the
event of a default under the agreements governing our material indebtedness or any bankruptcy or dissolution of our company, the
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realizable value of these assets will likely be substantially lower and may be insufficient to satisfy the claims of our creditors.

The condition of our assets will likely deteriorate during any period of financial distress preceding a sale of our assets. In addition, much of our
assets consist of illiquid assets that may have to be sold at a substantial discount in an insolvency situation. Accordingly, the proceeds of any
such sale of our assets may not be sufficient to satisfy, and may be substantially less than, amounts due to our creditors.

Despite current indebtedness levels, we and our subsidiaries may still be able to incur substantially more indebtedness which could
increase the risks described above.

We and our subsidiaries may be able to incur substantial additional indebtedness in the future. The terms of the indentures that govern our
103⁄8% senior subordinated notes due 2011 and 71⁄4% senior subordinated notes due 2012 permit us or our subsidiaries
to incur additional indebtedness, subject to certain restrictions. Further, the indentures allow for the incurrence of
indebtedness by our subsidiaries, all of which would be structurally senior to the notes. In addition, as of
September 30, 2006, our revolving credit facility permitted additional borrowings of up to approximately
$64.1 million subject to the covenants contained in the credit facility, and all of those borrowings would be senior to
the notes. If new debt is added to our and our subsidiaries� current debt levels, the risks discussed above could
intensify.

If we are unable to generate or borrow sufficient cash to make payments on our indebtedness or to refinance our indebtedness on
acceptable terms, our financial condition would be materially harmed, our business may fail and you may lose all of your investment.

Our ability to make scheduled payments on or to refinance our obligations with respect to our debt will depend on our financial and operating
performance, which will be affected by general economic, financial, competitive, business and other factors beyond our control. We cannot
assure you that our business will generate sufficient cash flow from operations or that future borrowings will be available to us in an amount
sufficient to enable us to service our debt or to fund our other liquidity needs. If we are unable to meet our debt obligations or fund our other
liquidity needs, we may need to restructure or refinance all or a portion of our debt on or before maturity or sell certain of our assets. We cannot
assure you that we will be able to restructure or refinance any of our debt on commercially reasonable terms, if at all, which could cause us to
default on our debt obligations and impair our liquidity. Any refinancing of our debt could be at higher interest rates and may require us to
comply with more onerous covenants, which could further restrict our business operations.

We may not be able to finance future needs or adapt our business plan to changes because of restrictions placed on us by our credit
facility, the indentures governing our notes and instruments governing our other indebtedness.

The indentures for our notes and our credit facility contain affirmative and negative covenants which restrict, among other things, our ability to:

•  incur additional debt;

•  sell assets;

•  create liens or other encumbrances;

•  make certain payments and dividends; or

•  merge or consolidate.

All of these restrictions could affect our ability to operate our business and may limit our ability to take advantage of potential business
opportunities as they arise. A failure to comply with these covenants
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and restrictions would permit the relevant creditors to declare all amounts borrowed under the relevant facility, together with accrued interest
and fees, to be immediately due and payable. If the indebtedness under the credit facility or our notes is accelerated, we may not have sufficient
assets to repay amounts due under the credit facility, the notes or on other indebtedness then outstanding. If we are not able to refinance our debt,
we could become subject to bankruptcy proceedings, and you may lose all or a portion of your investment because the claims of our creditors on
our assets are prior to the claims of our stockholders.

Rises in interest rates could adversely affect our financial condition.

An increase in prevailing interest rates would have an immediate effect on the interest rates charged on our variable rate debt, which rise and fall
upon changes in interest rates. At September 30, 2006, $230.1 million of our debt was at variable interest rates. However, during 2005, we
entered into multiple interest rate collar agreements which have a total notional amount of $178.0 million, which reduces our exposure on our
total variable rate to the terms of these agreements. Under the terms of these agreements, we have purchased a cap on the interest rate of 4.00%
and have sold a floor of 2.25%. The collar agreements mature at various dates between January 2007 and January 2008. Increases in interest
rates would also impact the refinancing of our fixed rate debt. If interest rates are higher when our fixed debt becomes due, we may be forced to
borrow at the higher rates. If prevailing interest rates or other factors result in higher interest rates, the increased interest expense would
adversely affect our cash flow and our ability to service our debt. As a protection against rising interest rates, we may enter into agreements such
as interest rate swaps, caps, floors and other interest rate exchange contracts. These agreements, however, increase our risks as to the other
parties to the agreements not performing or that the agreements could be unenforceable.

Risks Related to This Offering

Possible volatility in our stock price could negatively affect us and our stockholders.

The trading price of our common stock on the New York Stock Exchange has fluctuated significantly in the past. During the period from
January 1, 2004 through September 30, 2006, the trading price of our common stock fluctuated from a high of $14.15 per share to a low of $3.38
per share. In the past, we have experienced a drop in stock price following an announcement of disappointing earnings or earnings guidance.
Any such announcement in the future could lead to a similar drop in stock price. The price of our common stock could also be subject to wide
fluctuations in the future as a result of a number of other factors, including the following:

•  changes in expectations as to future financial performance or buy/sell recommendations of securities analysts;

•  our, or a competitor�s, announcement of new products or services, or significant acquisitions, strategic
partnerships, joint ventures or capital commitments; and

•  the operating and stock price performance of other comparable companies.

In addition, the U.S. securities markets have experienced significant price and volume fluctuations. These fluctuations often have been unrelated
to the operating performance of companies in these markets. Broad market and industry factors may lead to volatility in the price of our common
stock, regardless of our operating performance. Moreover, our stock has limited trading volume, and this illiquidity may increase the volatility of
our stock price.

In the past, following periods of volatility in the market price of an individual company�s securities, securities class action litigation often has
been instituted against that company. The institution of similar
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litigation against us could result in substantial costs and a diversion of our management�s attention and resources, which could negatively affect
our business, results of operations or financial condition.

We are controlled by a single stockholder who will be able to exert significant influence over matters requiring stockholder approval,
including change of control transactions.

After the completion of this offering, Viewer Holdings L.L.C., an affiliate of Kohlberg Kravis Roberts & Co, or KKR, will own approximately
54% (or 52% if the over-allotment option is exercised) of our common equity without giving effect to phantom shares held by three members of
KKR�s management who are on our board of directors. As of September 30, 2006, these directors in the aggregate held 49,231 phantom shares,
which gives them the right to receive an equivalent number of shares of our common stock, or cash, upon their retirement or separation from the
board of directors or upon the occurrence of a change of control. KKR 1996 GP L.L.C. is the sole general partner of KKR Associates 1996 L.P.,
which is the sole general partner of KKR 1996 Fund L.P. As of the date hereof, KKR 1996 Fund L.P. is the senior member of Viewer Holdings
L.L.C. Michael W. Michelson, a member of our board of directors, is a member of KKR 1996 GP L.L.C. Mr. Michelson is also the Chairperson
of our Compensation Committee and a member of our Executive Committee. James C. Momtazee and Kenneth W. Freeman, who are also
executives of KKR and limited partners of KKR Associates 1996 L.P., are also members of our board of directors. Mr. Momtazee is also a
member of our Compensation Committee and our Executive Committee. We sometimes refer to KKR 1996 GP L.L.C., KKR Associates 1996
L.P., KKR 1996 Fund L.P. and various affiliated entities as KKR. KKR provides management and consulting services to us and we pay KKR an
annual fee of $650,000 in quarterly installments in arrears at the end of each calendar quarter for those services.

As a result of the arrangements described above, KKR controls us and has the power to elect all of our directors, appoint new management and
approve any action requiring the approval of the holders of shares of our common stock, including adopting amendments to our certificate of
incorporation and approving mergers, consolidations or sales of all or substantially all of our assets. This concentration of ownership may also
delay or prevent a change of control of our company or reduce the price investors might be willing to pay for our common stock. The interests of
KKR may conflict with the interests of other holders of our common stock.

Provisions of the Delaware General Corporation Law and our organizational documents may discourage an acquisition of us.

Our organizational documents and the General Corporation Law of the State of Delaware both contain provisions that will impede the removal
of directors and may discourage a third-party from making a proposal to acquire us. For example, the provisions:

•  permit the board of directors to increase its own size and fill the resulting vacancies;

•  provide for a board composed of three classes of directors with each class serving a staggered three-year term;

•  authorize the issuance of additional shares of preferred stock in one or more series without a stockholder vote; and

•  establish an advance notice procedure for stockholder proposals to be brought before an annual meeting of our
stockholders, including proposed nominations of persons for election to the board of directors.
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Moreover, these provisions can only be amended by the vote of 662⁄3% or more of our outstanding shares entitled to vote. The
existence of these provisions may also have a negative impact on the price of our common stock. Furthermore, we are
subject to Section 203 of the Delaware General Corporation Law, which could have the effect of delaying or
preventing a change in control.

A substantial number of shares of our common stock may be sold in this offering, which could cause the price of our common stock to
decline.

Pursuant to this offering, the selling stockholders may sell, assuming the over-allotment is exercised in full, up to 9,200,000 shares, or
approximately 18.5%, of our outstanding common stock. Such sale and any future sales of a substantial number of shares of our common stock
in the public market by KKR or our other stockholders, or the perception that such sales may occur, could adversely affect the price of our
common stock. In addition, as of September 30, 2006, approximately 1.3 million shares of our common stock were issuable upon the exercise of
outstanding options to purchase our common stock. We cannot predict the effect, if any, that market sales of those shares of common stock or
the availability of those shares of common stock for sale will have on the market price of our common stock.
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PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

Our common stock is traded on the New York Stock Exchange under the symbol �AIQ�. The last reported sale price of our common stock on
November 20, 2006 on the New York Stock Exchange was $6.15 per share. The following table sets forth the high and low closing sale prices
for common stock for the periods indicated as reported on the New York Stock Exchange.

High Low
Year ended December 31, 2004
First Quarter $ 4.21 $ 3.38
Second Quarter 4.85 3.61
Third Quarter 8.00 4.01
Fourth Quarter 11.75 5.84
Year ended December 31, 2005
First Quarter $ 14.15 $ 8.97
Second Quarter 11.09 9.25
Third Quarter 11.66 7.98
Fourth Quarter 8.65 4.72
Year ending December 31, 2006
First Quarter $ 7.17 $ 3.80
Second Quarter 6.99 4.90
Third Quarter 8.60 5.70
Fourth Quarter (through November 20, 2006) 8.49 6.15

We have never paid any cash dividends on our common stock and have no current plans to do so. We intend to retain available cash to provide
for the operation of our business, including capital expenditures, fund future acquisitions, and to repay indebtedness. Our senior secured credit
agreement and the indentures related to our notes restrict the payment of cash dividends on our common stock. See �Description of Certain
Indebtedness.�

USE OF PROCEEDS

All of the shares of common stock being offered by this prospectus supplement are being sold by the selling stockholders. We will not receive
any of the proceeds from the sale of the shares. The selling stockholders will receive all of the net proceeds from the sale of shares of common
stock offered by this prospectus supplement.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA

The following table sets forth our selected historical consolidated financial data for, and as of the end of, each of the years in the five-year period
ended December 31, 2005, which have been derived from our historical consolidated financial statements. The consolidated statements of
operations data for the years ended December 31, 2003, 2004 and 2005 and the consolidated balance sheet data at December 31, 2004 and 2005
have been derived from our audited consolidated financial statements, which are included in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2005, which is incorporated by reference in this prospectus supplement. The consolidated statements of operations data for
the years ended December 31, 2001 and 2002 and the consolidated balance sheet data at December 31, 2001, 2002 and 2003 have been derived
from our audited consolidated financial statements, which are not incorporated by reference in this prospectus supplement. The consolidated
statements of operations data for the nine months ended September 30, 2005 and 2006 and the consolidated balance sheet data at September 30,
2006 have been derived from our unaudited consolidated financial statements, which are included in our Quarterly Report on Form 10-Q for the
quarter ended September 30, 2006, which is incorporated by reference into this prospectus supplement. The selected historical consolidated
financial data should be read in conjunction with �Risk Factors� and �Management�s Discussion and Analysis of Financial Condition and Results of
Operations,� contained below, and our audited consolidated financial statements and related notes in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2005 and our unaudited consolidated financial statements and related notes in our Quarterly Report on
Form 10-Q for the period ended September 30, 2006.

Year Ended December 31,
Nine Months Ended
September 30,

2001 2002 2003 2004 2005     2005        2006    
(dollars in thousands, except per share data) (dollars in thousands,

except per
share data)

Consolidated Statements of Operations Data:
Revenues $ 372,676 $ 408,530 $ 413,553 $ 432,080 $ 430,788 $ 320,596 $ 344,116
Costs and expenses:
Cost of revenues, excluding depreciation and
amortization 162,190 184,050 198,456 217,605 226,294 163,729 182,621
Selling, general and administrative expenses 43,944 45,822 47,472 48,142 48.077 37,110 41,037
Employment agreement costs � � 2,446 2,064 366 366 �
Severances and related costs � � 2,246 1,223 826 � 536
Loss on early retirement of debt 3,734 � � 44,393 � � �
Impairment charges � � 73,225 � � � �
Depreciation expense 63,761 69,384 77,675 80,488 82,505 61,311 62,738
Amortization expense 14,454 2,502 2,897 3,522 3,954 2,719 3,703
Interest expense, net 65,651 47,705 43,589 44,039 37,491 27,686 30,343
Other (income) and expense, net � (872 ) (200 ) (484 ) (399 ) (331 ) 298
Total costs and expenses 353,734 348,591 447,806 440,992 399,114
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