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Balance Sheets
($000s) 

As at March 31, 2004 September 30, 2003

(unaudited) (audited)

ASSETS

Real estate properties (NOTE 3) $ $141,347 $ $135,501  

Restricted cash 766 766

Cash 856 2,901

Other assets 967 1,171 

Deferred charges 2,432 2,769 

$ 146,368 $ 143,108 

LIABILITIES 

Mortgages payable (NOTE 4) $ 133,952 $ 129,615  

Debenture (NOTE 5) 1,000 1,000 

Accounts payable 1,778 1,542 

Refundable security deposits 766 766 

Future income taxes (NOTE 7) 1,838 2,279 

139,334 135,202 

SHAREHOLDERS' EQUITY 

Share capital (NOTE 8) 1,900 1,900 

Retained earnings 5,134 6,006 

7,034 7,906 

$ 146,368 $ 143,108 

Approved on behalf of the Board 

Director Director 

See accompanying notes to the financial statements
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Statements of (Loss) Earnings and Retained Earnings 
For the three and six months ended March 31, 2004 and 2003 

Unaudited

($000s, except per share amounts) 

Three months ended March 31 Six months ended March 31 

2004 2003 2004 2003

Revenue 

Rental income $ 4,865 $ 3,823 $ 9,942 $ 7,905

Sale of properties held for resale – – – 16,800

Interest income 15 22 33 46 

4,880 3,845 9,975 24,751

Expenses

Property operating expenses 2,299 1,581 4,250 3,031

Utility rebate (76) – (76) – 

Cost of sales of properties held for resale – – – 12,985

General and administrative expenses   478 389 840 813 

Financing costs 1,990 1,714 4,003 3,559 

Depreciation  1,091 554 2,132 1,079 

5,782 4,238 11,149 21,467

(Loss) earnings before income taxes (902) (393) (1,174) 3,284

Income taxes (recovery) expenses

– current 74 (225) 139 260 
– future (329) 115 (441) 493

(255) (110) (302) 753 

Net (loss) earnings (647) (283) (872) 2,531

Retained earnings, beginning of period 5,781 6,245 6,006 3,431 

Retained earnings, end of period $ 5,134 $ 5,962 $ 5,134 $ 5,962

(Loss) Earnings per share (NOTE 9)

– basic $ (0.07) $ (0.03) $ (0.09) $ 0.28

– diluted $ (0.07) $ (0.03) $ (0.09) $ 0.28

See accompanying notes to the financial statements



Mainstreet Equity Corp. SECOND QUARTER REPORT PAGE 7

Statements of Cash Flows
Unaudited

($000s, except per share amounts)

Three months ended March 31 Six months ended March 31

2004 2003 2004 2003

Cash obtained from (used in):  

Operating activities

Net (loss) earnings $ (647) $ (283) $ (872) $ 2,531 

Items not affecting cash

Depreciation 1,091 554 2,132 1,079 

Future income tax (329) 115 (441) 493

Funds from operations 115 386 819 4,103

Net change in non-cash operating balances 605 576 440 957 

Decrease in properties held for resale – – – 12,985

Cash flow from operating activities 720 962 1,259 18,045 

Financing activities

Financing of real estate properties 1,356 7,908 1,356 34,326

Repayment of secured debts on revenue   
producing properties, and other debts (1,729) (708) (2,312) (32,632)

Issues of shares – 31 – 31

Deferred charges (net of amortization) 148 104 337 (191)

(225) 7,335 (619) 1,534

Investing activities 

Purchase of and addition to real estate properties (2,075) (10,217) (2,685) (17,357)

Net (decrease) increase in cash and 
cash equivalents (bank indebtedness) (1,580) (1,920) (2,045) 2,222 

Cash and cash equivalents (bank indebtedness),
beginning of period 2,436 3,965 2,901 (177)

Cash and cash equivalents, end of period $ 856 $ 2,045 $ 856 $ 2,045

Cash and cash equivalents comprise of:

Cash 118 138 118 138

Short-term deposits 738 1,907 738 1,907

$ 856 $ 2,045 $ 856 $ 2,045

Income taxes paid $ 111 $ 60 $ 209 $ 187

Interest paid $ 1,795 $ 1,563 $ 3,618 $ 3,232 

See accompanying notes to the financial statements
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Notes to Financial Statements
For the three and six months periods ended March 31, 2004, unaudited
(thousands of dollars, except for share amounts)

1. Basis of presentation
These unaudited interim financial statements of Mainstreet Equity Corp. (the “Corporation”) have been prepared in accordance with

the recommendations of the handbook of the Canadian Institute of Chartered Accountants (“CICA Handbook”) and are consistent with
those used in the audited  financial statements as at and for the year ended September 30, 2003, except as described in Note 2 below.
These  unaudited interim financial statements do not include all of the disclosures required by Canadian generally accepted accounting
principles (“Canadian GAAP”) applicable to annual financial statements, and therefore, they should be read in conjunction with the
audited  financial statements.

The preparation of financial statements in accordance with Canadian GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities, and to make disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting period.  Actual results may differ from
those estimates.

Due to seasonality, the operating results for the three and  six months periods ended March 31, 2004 are not necessarily indicative of
the results that may be expected for the full year ending September 30, 2004.

2. Accounting policy changes
During the year, the Corporation adopted the recommendations of the Emerging Issues Committee EIC 140 – Accounting Operating

Leases Acquired in Either an Asset Acquisition or a Business Combination and EIC 137 – Recognition of Customer Relationship Intangible
Assets Acquired in Business Combination with respect to the purchase price allocation of income producing properties. The purchase
price is required to be allocated to land, building, and intangible assets (such as the value of above and below market leases, the value of
in-place leases, origination costs associated with in-place leases and the value of tenant relationship, if any). The value of above and
below market leases, origination costs associated with in-place leases are recorded and amortized to rental income over the remaining
term of the associated leases. The value associated with the tenant relationship is amortized over the expected term of the relationship,
which includes an estimate of the probability of the lease renewal and its estimated term.

Effective October 1, 2003, the Corporation adopted CICA Handbook Section 1100, Generally Accepted Accounting Principles. Section
1100 effectively eliminates industry practice as a source of GAAP, as such, the Corporation has changed its method of depreciation for
buildings from the sinking-fund method to the straight-line method of depreciation. This change has been applied prospectively as recom-
mended in the  transitional provisions of  Section 1100. Had the Corporation continued to use the sinking fund method of depreciation,
the net loss, net book value and the basic and diluted loss per share for the three and six months periods ended March 31, 2004  would
have been as follows:

Three months ended March 31, 2004 Six months ended March 31, 2004

Net loss $ (375) $ (337)
Net loss per share – basic $ (0.04)  $ (0.04)

– diluted $ (0.04) $ (0.04)
Net book value of real estate properties $ 142,159 $ 142,159

3. Real estate properties
March 31, 2004 September 30, 2003

Accumulated Net Book Accumulated Net Book
Cost Depreciation Value Cost Depreciation Value

Land $ 36,874 $ – $ 36,874 $ 34,900 $ – $ 34,900

Buildings 100,955 3,405 97,550 96,068 2,136 93,932

Building improvements 11,224 4,478 6,746 10,122 3,638 6,484

Office furniture, fixtures, 
and other 373 196 177 358 173 185

$ 149,426 $ 8,079 $ 141,347 $ 141,448 $ 5,947 $ 135,501

ACQUISITIONS OF APARTMENT BUILDINGS

Three months ended Three months ended Six months ended Six months ended
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

Mortgages arranged $ 628 $ 7,608 $ 628 $ 13,295
Debt assumed 4,665 2,772 4,665 2,772
Cash paid 1,382 1,879 1,382 2,442
Total purchase price $ 6,675 $ 12,259 $ 6,675 $ 18,509
Units acquired 115 181 115 277
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The properties purchased during the period required a considerable amount of capital improvements. Efforts are currently underway
to remove the current tenant base and  to begin renovating the properties. As such, upon review of the leases and the tenant relationships
relating to the buildings acquired, the Corporation has established that there is no significant value associated with the above and below
value leases, in place leases or the  customer relationships. Therefore, the Corporation has placed a nominal value on the intangible
assets acquired on acquisition.

DISPOSITIONS OF APARTMENT BUILDINGS

Three months ended Three months ended Six months ended Six months ended 
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

Net cash received – – – $ 3,831

Settlement of mortgages – – – 12,969

Total proceeds – – – 16,800

Net book value – – – 12,985

Gain on sale – – – $ 3,815

Units sold – – – 188

4. Mortgages payable
Mortgage loans are secured by specific charges against specific properties and several personal guarantees of certain directors

to the extent of $32,487,000 (September 30, 2003 - $33,760,000).

5. Debenture
The debenture maturing in 2006 and bearing interest at 10% per annum, is secured by a floating charge on all assets, and is subordi-

nate to all existing mortgage loans.

6. Related party transactions     
The debenture was issued to a Corporation of which a Mainstreet director is a director and a shareholder. This transaction was 

completed under the same terms and conditions as those issued to third parties for the existing debenture. 
Consulting fees amounting to $12,850 (2003 – $10,350) were payable to three directors of the Corporation for the period.
The president and chief executive officer receives no compensation for his services, rather, he receives commission at commercial

rates in his capacity as a licensed broker for property transactions conducted by the Corporation. The commission received during the
three and six month  periods were  $52,849 ( 2003 – $10,625) and $52,849 (2003 – $10,625) respectively.

7. Income taxes 
The income tax provision is computed as follows:

Three months ended Three months ended Six months ended Six months ended 
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

Effective Rate (%) 34.5 39.12 34.5 39.12

Computed expected tax $ (311) $ (153) $ (405) $ 1,285

Non-taxable portion of capital gain – – – (604)

Other 13 (3) 16 5

Adjustment for change in effective tax rate  (31) (13) (52) (47)

Large corporation tax 74 59 139 114

Provision for income tax $ (255) $ (110) $ (302) $ 753

The future income tax liability is calculated as follows:
March 31, 2004 September 30, 2003

Tax assets related to operating losses $ (717) $ (243)

Tax liabilities between differences in tax and book basis 2,555 2,522

Future income tax liability $ 1,838 $ 2,279

8. Share capital
Issued and outstanding common voting shares as at March 31, 2004 and September 30, 2003 are 9,188,333.
During the six month period ended March 31, 2004 and 2003, there were no stock options granted by the Corporation.
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9. (Loss) earnings per share
Basic (loss) earnings per share are calculated using the weighted average number of shares outstanding during the periods.
The treasury stock method of calculating the diluted (loss) earnings per share  is used.
The following table sets forth the computation of basic and diluted (loss) earnings per share: 

Three months ended Three months ended Six months ended Six months ended 
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

Numerator

Net (loss) earnings $ (647) $ (283) $ (872) $ 2,531
Denominator

- Denominator for basic earnings 

Weighted average shares 9,188,333 9,116,000 9,188.333 9,074,212

Dilutive effect of options outstanding 13,235 5,665 11,073 2,607

- Denominator for diluted earnings 9,201,568 9,121,665 9,199,406 9,076,819

Basic (loss) earnings per share $ (0.07) $ (0.03) $ (0.09) $ 0.28

Diluted (loss) earnings per share $ (0.07) $ (0.03) $ (0.09) $ 0.28

10. Guarantees
In the normal course of business, the Corporation enters into various agreements that may contain features that meet the AcG-14 defi-

nition of a guarantee. AcG-14 defines a guarantee to be a contract (including an indemnity) that contingently requires the Corporation to
make payments to the guaranteed party based on (i) changes in an underlying interest rate, foreign exchange rate, equity or commodity
instrument, index or other variable, that is related to an asset, a liability or an equity security of the counterparty; (ii) failure of another
party to perform under an obligating agreement; or (iii) failure of a third party to pay its indebtedness when due.

In the ordinary course of business, the Corporation provides indemnification commitments to counterparties in transactions such as
credit facilities, leasing transactions, service arrangements, director and officer indemnification agreements and sales of assets.  These
indemnification agreements require the Corporation to compensate the counterparties for costs incurred as a result of changes in laws
and regulations (including tax legislation) or as a result of litigation claims or statutory sanctions that may be suffered by a counterparty
as a consequence of the transaction. The terms of these indemnification agreements will vary based on the contract and do not provide
any limit on the maximum potential liability. Historically, the Corporation has not made any significant payments under such indemnifica-
tions and no amount has been accrued in these unaudited interim  financial statements with respect to these indemnification
commitments.

11. Utility Rebate
Utility rebate represented rebates on natural gas prices given by the Alberta Government.

12. Segmented information
The Corporation specialized in multi-family residential housing and operates primarily within one business segment in three provinces

located in Canada. The following summary presents segmented financial information for the Corporation’s operations by geographic location:

Three months ended Three months ended Six months ended Six months ended 
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

Alberta

Rental income $ 3,643 $ 3,502 $ 7,459 $ 7,275

Operating expenses 1,529 1,430 2,851 2,721

Net operating income 2,114 2,072 4,608 4,554

Sale of properties held for resale – – – 16,800

Cost of properties held for resale – – – 12,985

Gain on sale of properties held 
for resale – – – $ 3,815

March 31, 2004 September 30, 2003
Identifiable assets and liabilities
Real estate properties $ 104,079 $ 98,068
Mortgages payable $ 102,229 $ 97,190
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Three months ended Three months ended Six months ended Six months ended 
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

British Columbia

Rental income $ 396 $ 321 $ 769 $ 630 

Operating expenses 157 151 318 310

Net operating income $ 239 170 451 320

March 31, 2004 September 30, 2003
Identifiable assets and liabilities
Real estate properties $ 12,174 $ 12,268
Mortgages payable $ 10,537 $ 11,131

Three months ended Three months ended Six months ended Six months ended 
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

Ontario

Rental income $ 826 – $ 1,714 –

Operating expenses 537 – 1,005 –

Net operating income $ 289 – 709 –

March 31, 2004 September 30, 2003
Identifiable assets and liabilities
Real estate properties $ 25,094 $ 25,165
Mortgages payable $ 21,186 $ 21,294

Three months ended Three months ended Six months ended Six months ended 
March 31, 2004 March 31, 2003 March 31, 2004 March 31, 2003

Total

Rental income $ 4,865 $ 3,823 $ 9,942 $ 7,905

Operating expenses 2,223 1,581 4,174 3,031

Net operating income 2,642 2,242 5,768 4,874

Sale of properties held for resale – – – 16,800

Cost of properties held for resale – – – 12,985

Gain on sale of properties 
held for resale – – – $ 3,815

March 31, 2004 September 30, 2003
Identifiable assets and liabilities
Real estate properties $ 141,347 $ 135,501
Mortgages payable $ 133,952 $ 129,615


