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Management’s Report

To the Shareholders of Mainstreet Equity Corp.:

The management of Mainstreet Equity Corp. is responsible for the preparation and content of the financial statements. 
The financial statements have been prepared in accordance with generally accepted accounting principles.

Management has implemented a system of internal controls that are designed to provide reasonable assurance that 
transactions are property authorized, financial reporting responsibilities are met and assets of the corporation are 
safeguarded against theft.

The financial statements have been audited by Deloitte & Touche LLP, the independent auditors, in accordance with 
generally accepted auditing standards. The Audit Committee recommended their approval of the statements to the 
Board of Directors. The Board of Directors has approved the financial statements on the recommendation of the  
Audit Committee.

[signed]   [signed]

“Bob Dhillon” “Joe Amantea” 
Director   Director
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To the Shareholders of Mainstreet Equity Corp.:

We have audited the balance sheets of Mainstreet Equity Corp. as at September 30, 2007 and 2006 and the statements of 
loss and comprehensive income and (deficit) and cash flows for the years then ended. These financial statements are the 
responsibility of the Corporation’s management. Our responsibility is to express an opinion on these financial statements 
based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the Corporation 
as at September 30, 2007 and 2006 and the results of its operations and its cash flows for the years then ended in 
accordance with Canadian generally accepted accounting principles.

[signed]

“Deloitte & Touche LLP” November 23, 2007 
Chartered Accountants Calgary, Alberta

Auditors’ Report
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As at September 30,   2007   2006 

Assets  
Real estate properties [note 2] $ 285,834 $ 228,165 

Properties held for resale [note 1]  8,377  –

Other assets [note 3]  2,803  3,459

Future income tax recoverable [note 7]  4,276  1,879

Deferred charges    –  4,871

Restricted cash [note 4]   1,967   1,357

Cash and cash equivalents [notes 1 & 15]   3,223   14,043

  $ 306,480 $ 253,774

Liabilities

Mortgages payable [note 5] $ 269,627 $ 213,341

Convertible debenture [note 6]  16,295  29,415

Accounts payable   5,024   3,387

Refundable security deposits   1,967   1,357

  $ 292,913 $ 247,500

Shareholder’s Equity
Share capital [note 8] $ 18,837 $ 3,901

Equity component of convertible debenture   2,500  4,032

Contributive surplus [note 9]  3,389   –

Deficit  (11,159)  (1,659)

    13,567  6,274

  $ 306,480 $ 253,774

 See accompanying notes to the financial statements.

[signed]   [signed]

“Bob Dhillon” “Joe Amantea” 
Director   Director

Balance Sheets
(thousands of dollars) 
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For the years ended September 30,  2007   2006 

Revenue  
Rental income  $ 40,385 $ 30,905

Interest income   390   577

   40,775   31,482

Expenses

Property operating expenses   15,930   12,981

Utility rebate    (238)  (333)

General and administrative expenses    3,641  2,997

Financing costs    16,603   14,884

Depreciation   8,085  6,443 

Stock compensation expense [note 9]  3,389  –

   47,410  36,972

Loss before income taxes  (6,635)  (5,490)

Income taxes (recovery) expense [note 7] 

 – current    120    194 

 – future   (650)  (2,140)

    (530)  (1,946)

Net loss from continuing operations   (6,105)  (3,544)

Net income (loss) from discontinued operations [note 11]  –   430 

Net loss for the year including comprehensive income   (6,105)  (3,114)

(Deficit) retained earnings, beginning of year   (1,659)   1,455 

Prior period adjustment [note 1]  (3,123)  –

(Deficit) retained earnings, beginning of year restated    (4,782)   1,455

Excess over the average value of the shares  
 purchased for cancellation [note 8]  (272)   – 

Deficit end of year  $ (11,159) $ (1,659)

Loss per share – Basic and diluted [note 10]

 – from continuing operations  $ (0.56) $ (0.38)

 – from discontinued operations  $ 0.00  $ 0.05 

Loss per share – Basic and diluted  $ (0.56) $ (0.33)

See accompanying notes to the financial statements.

Statements of Loss and 
Comprehensive Deficit
(thousands of dollars, except per share amounts)  
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For the years ended September 30,  2007    2006 

Cash obtained from (used in): 
Operating activities

Net loss  $ (6,105) $ (3,114)

Items not affecting cash 

 (Income) loss from discontinued operations, net of tax   –  (430)

 Stock compensation expense   3,389   –

 Accretion of debentures charged to interest   314   510 

 Depreciation   8,085    6,443 

 Future income taxes   (650)  (2,140)

  $ 5,033  $ 1,269 

Cash from discontinued operations   –  (11)

Net change in non-cash operating balances     

 Other assets  656  (1,959)

 Restricted cash  (610)  (454)

 Accounts payable  1,637  1,270

 Refundable security deposits  610  454

Cash flow from operating activities   7,326   569

Financing activities        

 Financing of real estate properties    90,087    78,000 

 Repayment of secured debts on revenue producing   
   properties, and other debts   (41,262)  (42,308)

 Issue of shares    –    1,650 

 Shares purchased for cancellation    (302)   – 

 Deferred charges (net of amortization)    –   (162)

     48,523    37,180 

Investing activities        

 Net proceeds on sale of real estate property    –    440 

 Purchase of and addition to real estate properties    (58,292)  (42,665)

 Purchase of real estate held for resale    (8,377)  – 

    (66,669)  (42,225)

Net (decrease) in cash and cash equivalents    (10,820)  (4,476)

Cash and cash equivalents, beginning of year    14,043    18,519 

Cash and cash equivalents, end of year  $ 3,223  $ 14,043 

Cash and cash equivalents (bank indebtedness) comprise of:

 Cash  $ 114  $ 9,074

 Bank indebtedness $ (1,860)  –

 Short-term deposits $ 4,969  $ 4,969 

  $ 3,223  $ 14,043 

Income taxes paid $ 120  $ 353 

Interest paid $ 16,851  $ 13,652 

See accompanying notes to the financial statements.        

Statements of Cash Flows
(thousands of dollars)
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1. Significant Accounting Policies
General
Mainstreet Equity Corp. is a real estate corporation specializing in the acquisition and rental of multiple unit  
residential buildings.

Basis of Presentation
These financial statements have been prepared by management in accordance with Canadian generally accepted 
accounting principles (“Canadian GAAP”), which 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. Significant areas 
requiring the use of management estimates relate to the determination of amortization periods for income properties, 
determination of impairment on real estate properties, and the allocation of purchase costs on the acquisition of real 
estate properties. Actual results may differ from those estimates.

Revenue Recognition
Revenue from a rental property is recognized when a tenant commences occupancy of a rental suite and rent is due. All 
residential leases are for one-year terms or less and the Corporation retains all of the benefits and risks of ownership of 
its rental properties and therefore accounts for leases with its tenants as operating leases. Rental revenue includes rent, 
parking and other sundry revenues.

Revenue on property held for development and resale is recognized when all substantial conditions of the purchase 
agreement have been met, a minimum 15% cash deposit has been received, and collection of the remaining balance is 
reasonably assured.

Revenue Producing Real Estate Properties
Revenue producing real estate properties held as ongoing investments are stated at the lower of cost less accumulated 
amortization, or “net recoverable amount”. Cost includes all expenditures incurred in connection with the acquisition 
of real estate property including all direct costs. Major capital improvements and replacements are capitalized and 
amortized over terms appropriate to the expenditure.

The net recoverable amount represents the undiscounted estimated future net cash flows that are directly associated 
with, and that are expected to arise as a direct result of the ongoing use of the property and its eventual disposition. 
The net recoverable amounts take into account the specific business plan for each property and management’s best 
estimate of the most probable set of economic conditions anticipated to prevail in the market area. Impairment loss will 
be recognized in the period when the carrying amount of the revenue producing properties exceeds the net recoverable 
amount represented by the undiscounted estimated future cash flows expected to be received from the ongoing use of 
the properties plus their residual value. 

The purchase price of revenue producing real estate properties are 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 relationships, if any). The value of above and below market leases and origination costs 
associated with in-place leases are recorded and amortized to rental income over the remaining term of the associated 
lease. The value associated with the tenant relationships is amortized over the expected term of the relationship, which 
includes an estimate of the probability of the lease renewal and its estimated term.

On an ongoing basis, the Corporation purchases properties requiring a considerable amount of capital improvement. 
This often involves the replacement of tenants occupying buildings at the time of acquisition. Upon review of the leases 
and the tenants’ relationships relating to the acquired buildings, the Corporation has established that there is little value 
associated with the above and below value leases, in-place leases or tenant relationships. For these properties, the 
Corporation has placed a nominal value on the tangible assets acquired through acquisitions. 

Properties Held for Resale
Periodically, the Corporation makes an assessment of its portfolio and determines whether properties should be retained 
or sold in order to redeploy capital to investments with higher potential. When a determination is made to sell a property 
it is transferred to properties held for sale. In certain other situations, the Corporation also purchases buildings with the 
intention of selling the property within a pre-determined period of time. The Corporation capitalizes property taxes, 

Notes to Financial Statements
For the years ended September 30, 2007 and 2006 
(tabular amounts in thousands of dollars)
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interest charges and other direct costs, net of any revenue, to properties held for sale. The properties are recorded at the 
lower of cost or net realizable value.

The current year balance of properties held for resale consists of properties which were purchased for the purpose of resale. 

Cash and Cash Equivalents
Cash equivalents are highly liquid investments with an original maturity of three months or less.

Amortization
Revenue producing real estate properties are amortized at rates designed to amortize the cost of the properties over their 
estimated useful lives as follows:

 Buildings Over the estimated useful lives, not exceeding 40 years

 Building improvements 20% – Declining balance

 Furniture and fixtures 20%-40%  – Declining balance

Estimated useful lives of buildings and non-building assets are periodically evaluated by management and any changes in 
these estimates are accounted for on a prospective basis.

Changes in New Accounting Policies
Accounting Changes
The CICA issued Section 1506 of the CICA Handbook, Accounting Changes, which establishes criteria for changing 
accounting policies and describes how to apply changes in accounting policies, accounting estimates, and changes 
resulting from the correction of errors. These changes, including the related disclosure requirements, came into effect as 
of October 1, 2006.

Financial Instruments and Comprehensive Income
The Corporation adopted the following CICA Handbook sections as of October 1, 2006:

 • Section 1530, Comprehensive Income

 • Section 3855, Financial Instruments – Recognition and Measurement

 • Section 3865, Hedges

These sections establish standards for recognizing, measuring and presentation of financial instruments and non-financial 
derivatives and identifies information that should be disclosed.

COMPREHENSIVE INCOME

Comprehensive income is comprised of net earnings and other comprehensive income (“OCI”), which represents changes 
in retained earnings during a period arising from transactions and other events with non-owner sources. OCI generally 
would include unrealized gains and losses on financial assets classified as available-for-sale, unrealized foreign currency 
translation adjustments arising from self-sustaining foreign operations and changes in the fair value of the effective 
portion of cash flow hedging instruments.

FINANCIAL INSTRUMENTS AND HEDGES 

All financial instruments must initially be recognized at fair value on the balance sheet. The Corporation has classified 
each financial instrument into the following categories: 

 Financial assets and financial liabilities held for trading; 

 Loans or receivables; 

 Held to maturity;

 Financial assets available for sale; and

 Other financial liabilities.

Subsequent measurement of the financial instruments is based on their classification. Financial assets and financial 
liabilities held for trading are measured at fair value and changes in those fair values are recognized in investment income 
or deferred contributions. Financial assets available for sale are measured at fair value, with changes in those fair values 
recorded directly in net assets. Financial assets held to maturity, loans or receivables and other financial liabilities are 
measured at amortized cost using the effective interest rate method of amortization. 

58 NOTES TO FINANCIAL STATEMENTS 
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Upon adoption, the Corporation has classified all financial assets as loans or receivables, with the exception of cash which 
has been classified as held-for-trading. The Corporation has classified all financial liabilities as other financial liabilities.

Specifically, the Corporation has elected to account for all transaction costs in net income in accordance with the 
recommendations. The Corporation applied this standard retroactively with no restatement of prior periods. The 
cumulative effect of the change in transaction costs is reflected as an adjustment of $3,123,000 to the opening balance of 
retained earnings as of October 31, 2006. Had the change in standard not been effective, the net loss for the financial year 
ended would have been $5,710,000 and the basic and diluted loss per share $0.52.

Stock Option Plan
The Corporation has a stock option plan, which is described in Note 9. For stock options issued prior to January 1, 2003, 
no compensation expense is recognized for the plan when the stock options are issued. 

For stock options issued after January 1, 2003, the fair value of the stock options is determined at the date of grant using 
an acceptable option pricing model. The fair value is recognized as stock compensation expense over the vesting period 
of the options with a corresponding increase to contributed surplus. Any consideration paid on exercise of stock options 
is credited to share capital, as well as the amounts previously credited to contributed surplus for services rendered that 
were charged to compensation cost.

Fair Value
In accordance with the disclosure requirements of the CICA Handbook, the Corporation is required to disclose certain 
information concerning its “financial instruments”, defined as a contractual right to receive or deliver cash or another 
financial asset. The carrying value of the Corporation’s accounts receivable, other receivables, loans to employees, 
restricted cash and accounts payable approximates their fair value due to the short-term maturity of these items.

The fair value of mortgages payable and convertible debentures are disclosed below:

 2007 2006

  Carrying Fair market Carrying Fair market 
  value value value value

Mortgages payable $ 269,627 $ 271,033 $ 213,341 $ 217,208

Convertible debentures $ 16,295 $ 16,295 $ 29,415 $ 29,415

Earnings Per Share
Basic net (loss) earnings per share is calculated based on the weighted average number of shares outstanding. Fully 
diluted earnings per share reflect the dilutive effect of the exercise of the options outstanding as at the balance sheet 
date. The dilutive effect of outstanding share purchase options are computed using the “treasury stock” method whereby 
the proceeds that would be received from the exercise of options are assumed to be used to repurchase outstanding 
shares of the Corporation.

Income taxes
The Company follows the liability method of accounting for income taxes. Under this method, future income tax assets 
and liabilities are determined based on differences between the financial reporting and tax bases of assets and liabilities 
and measured, subject to a valuation allowance, using the substantially enacted tax rates and laws that will be in effect 
when the differences are expected to reverse.

2. Real Estate Properties
 2007 2006

  Accum.  Net  Accum. Net 
 Cost amortization book value Cost amortization book value

Land $ 91,309 $ – $ 91,309 $ 68,791 $ – $ 68,791

Buildings  194,300  16,015  178,285  159,033  11,492  147,541

Building improvements   29,000  13,610  15,390  21,473  10,250  11,223

Furniture and fixtures  1,523  673  850  1,081  471  610

  $ 316,132 $ 30,298 $ 285,834 $ 250,378 $ 22,213 $ 228,165
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Acquisitions of Apartment Buildings

    2007 2006

Mortgages arranged     $  29,033 $ 28,121

Debt assumed at fair value      7,462  3,176

Cash paid      19,533   10,189

Total purchase price     $ 56,028 $ 41,486

Allocation of the purchase price  

Land     $  22,518 $ 17,465

Buildings     $  33,510 $ 24,021

      $  56,028 $  41,486

Units acquired      963   802  

The properties purchased during the year 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 above and below value leases, in place leases or customer relationships associated with the properties. 
Therefore, the Corporation has placed a minimal value on the intangible assets acquired on acquisition.

Disposition

    2007 2006

Net cash received     $ – $ 440

Debt assumed at fair value      –   2,538

Net proceeds      –  2,978

Net book value      –   2,396

Gain on disposition     $ – $ 582

Units disposed     $ – $ 66

3. Other Assets
    2007 2006

Accounts receivable     $ 306 $ 260

Other receivable      596  612

Loans to employees      980  1,250

Deferred rent concession      26  96

Deposits and prepayments       895   1,241

      $  2,803 $  3,459

4. Restricted Cash
Restricted cash represents deposits from tenants for apartment security deposits.

5. Mortgages Payable
Mortgages payable bearing interest at a weighted average rate of 5.86% (2006 – 5.87%) per annum, are payable in 
monthly principal and interest installments totalling $1,652,000 (2006 – $1,178,000), maturing from 2008 to 2018 and are 
secured by specific charges against specific properties, having a carrying value of $294,211,000 (2006 – $228,165,000) and 
several personal guarantees of certain directors to the extent of $15,355,000 (2006 – $16,902,000).

     2007 2006

       $ 269,627 $ 213,341
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Estimated principal payments required to retire the mortgage obligations are as follows:

Year    Amount

2008       $ 113,961

2009        18,254

2010        11,445

2011        1,891

2012        4,798

Subsequent         119,278

        $ 269,627

6. Convertible Debentures
On October 8, 2004, the Corporation completed a private placement of 33,000, 7.25% convertible debentures at a price of 
$1,000 per debenture for the total gross proceeds of $33,000,000. The debentures are unsecured and ranked subordinate 
to all liabilities of the Corporation. The debentures mature on September 30, 2011, and interest is payable semi-annually 
on March 31 and September 30. The debentures will be convertible at the holder’s option into fully-paid common shares 
at any time prior to the close of business on the earlier of the maturity date and the business day immediately preceding 
the date fixed for redemption at the conversion price of $6.25 per share. The debentures will not be redeemable on or 
before September 30, 2007. On and after September 30, 2007 and prior to September 30, 2009, the debentures may be 
redeemed in whole or in part at the option of the Corporation at a price equal to their principal amount plus accrued 
and unpaid interest provided that the market price of the share is not less than 125% of the conversion price. On and 
after September 30, 2009 and prior to the maturity date, the debentures may be redeemed in whole or in part at the 
Corporation’s option at a price equal to their principal amount plus accrued and unpaid interest. The Corporation has 
an option to satisfy its obligation to repay the principal or interest amounts of the debentures, in whole or in part, by 
issuing and delivering to the holders that number of common shares obtained by dividing the principal amount of the 
debentures by 95% of the current market price of the common share at that time.

As of  September 30, 2007, $15,166,000 debentures have been converted to 2,426,560 common shares.    

7. Income Taxes
The income tax recovery is comprised as follows:

    2007 2006

Continuing operations     $ (530) $ (1,946)

Discontinued operations      –   97

      $ (530) $ (1,849)

The income tax recovery differs from the results which would be obtained by applying the combined federal and  
provincial income tax rate to loss before income taxes. This difference results from the following: 

    2007 2006

Statutory tax rate      34.54%  34.54%

Computed expected tax     $ (2,292) $ (1,714)

Non-taxable portion of capital gain      –  (123)

Non deductible interest on convertible debenture      99  176

Stock compensation expense not deductable      1,704  –

Others      (339)  (382)

Adjustment for change in statutory tax rate       178  –

Large corporation tax      120   194

Income tax recovery     $ (530) $ (1,849)
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The future income tax (asset) liability is comprised of the following:

     2007 2006

Tax assets related to operating losses      – $ (438)

Tax assets liabilities related to differences in tax and book basis     (4,276)   (1,441)

      $ (4,276) $ (1,879)

8. Share Capital
Authorized:
Unlimited number of common voting shares

Unlimited number of preferred shares

 2007 2006

   Number of   Number of   
  shares Amount shares Amount

Issued and outstanding, beginning of the year  9,534,493 $ 3,901  9,238,333 $ 2,050

Issued pursuant to conversion of debenture  2,394,400   14,965  32,160   201

Issued pursuant to exercise of brokers’ warrant  –  –  264,000  1,650

Purchase and cancellation of shares  (18,500)  (29)  –   –

Issued and outstanding, end of year  11,910,393 $ 18,837  9,534,493 $ 3,901

On June 28, 2007, the Corporation obtained approval from the TSX to purchase up to 500,000 common shares under a 
Normal Course Issuer Bid, expiring July 2, 2008. During the year ended September 30, 2007, the Corporation purchased for 
cancellation 18,500 shares for cash consideration of $302,000. $29,000 has been charged to share capital, representing the 
average value of the common shares redeemed and $272,000 has been charged to retained earnings, which represents the 
excess of average value of the share purchased for cancellation.

9. Stock Option Plan
Under the stock option plan approved by the shareholders on April 24, 2007, the Corporation may grant options to its 
directors, officers, employees and consultants of the Corporation, subsidiary and affiliated company for up to 20% of 
the issued and outstanding common shares. The exercise price of the option shall equal the market trading price of the 
Corporation’s common share on the date of grant.

A summary of the Corporation’s stock option plan as of September 30, 2007 and 2006, and changes during the years 
ended on those dates is presented below:
 2007 2006

   Weighted   Weighted  
   average  average 
  Number of exercise Number of exercise  
Stock option shares price shares price

Outstanding and exercisable, beginning of year  –  –  50,000 $ 3.82

Granted  318,700 $ 15.02  –  –

Exercised  –  –  –  –

Expired   –  –  (50,000) $ 3.82

Outstanding and exercisable, end of year  318,700 $ 15.02  –   –

During the year ended September 30, 2007, the Corporation granted stock options to the President and Chief Executive 
Officer to purchase 318,700 (2006 – NIL) common shares at the market price of $15.06 per share at the date of the grant. 
The stock options expire on February 14, 2012 and all of them are fully vested at the date of grant. The fair value of the 
option was determined at the date of the grant using the Black-Scholes model. The assumptions used in determining  
the fair value of the options include risk free interest rate of 3.95%; expected life of the option of five years; annualized 
expected volatility rate of 88% and annualized expected dividend rate of 0% which resulted in a grant date fair value of 
$10.63 per option. The fair value amounted to $3,389,000 and was recognized as stock compensation expense in income 
with a corresponding increase to contributed surplus. As of September 30, 2007, none of the stock options were exercised.
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10. Loss Per Share
Basic loss per share is calculated using the weighted average number of shares outstanding during the period.

The treasury stock method of calculating diluted earnings per share is used.

The following table sets forth the computation of basic and diluted earnings per share:

    2007 2006

Numerator

Net loss     $ (6,105) $ (3,114)

Denominator

 – Denominator for basic earnings per share

     Weighted average shares      10,836,293   9,272,540

Effect of diluted earnings per share      –   –

 – Denominator for diluted earnings per share      10,836,294  9,272,540

Basic earnings per share     $ (0.56) $ (0.33)

Diluted earnings per share     $ (0.56) $ (0.33)

Due to reported losses, the dilution calculation does not include the stock options of 318,700 shares and  the shares of  
2,853,400 for the $17.8 million convertible debentures if converted at $6.25. If included, these items would be anti-dilutive 
and therefore are not included in the computation of diluted loss per share.

11. Disposal of Long-lived Assets and Discontinued Operations
The results of operations associated with the long-lived asset, separately reported as discontinued operations for the prior 
period are as follows:

    2007 2006

Rental income     $ – $ 203

Property operating expenses      –  148

Utility rebate      –  (11)

General and administrative expenses      –  20

Financing cost       –  57

Depreciation      –   44

       –   258

Loss from discontinued operations before income taxes      –  (55)

Future income taxes       –   13

Income from discontinued operations      –   (68)

Gain on disposition      –  582

Future income taxes      –   84

Gain on disposition after income taxes      –   498

Income from discontinued operations     $ – $ 430
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12. Guarantees
In the normal course of business, the Corporation enters into various agreements that may contain features that meet the 
AcG-14 definition 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 indemnifications and no 
amount has been accrued in the financial statements with respect to these indemnification commitments.

13. Commitments and Contingencies 
In the normal course of operations, the Corporation will become subject to a variety of legal and other claims against the 
Corporation. Management and the Corporation’s legal counsel evaluate all claims on their apparent merits, and accrue 
management’s best estimate of the estimated costs to satisfy such claims. Management believes that the outcome of 
legal and other claims filed against the Corporation will not be material.

The Corporation has entered into a number of natural gas supply contracts, which provide a degree of price certainty for 
the natural gas usage in the provinces of Alberta, British Columbia, Ontario and Saskatchewan. All the supply contracts 
are five-year terms, and for 100% of the Corporation’s natural gas requirements for each of the provinces. For accounting 
purposes, all settlements are recorded as utility expense in the period the settlement occurs.

14. Related Party Transactions
a) The President and Chief Executive Officer receives no compensation for his services as an officer of the Corporation, 

rather, he receives commissions directly from the vendors at commercial rates in his capacity as a licensed broker for 
the property transactions conducted by the Corporation. These commissions are part of the normal transaction costs 
for these deals. The commissions received during the year amounted to $623,000 (2006 – $381,000).

b) The Corporation paid legal and professional fees and reimbursements amounting to $159,000 (2006 – $143,000) to a 
law firm of which a director and officer of the Corporation is a partner.

c) The Corporation has established a plan to assist its directors, officers and employees in purchasing common shares of 
the Corporation. Total loans of $980,000 (2006 – $1.25 million), included in other assets, were advanced on October 31, 
2005. The loans are interest free with a repayment period over four years and secured against the common shares of 
the Corporation purchases by the participants.

15. Banking Facilities
The Corporation has an operating line of credit of $3.5 million (2006 – $820,000) carrying interest at the prime rate.  
As at September 30, 2007, $1.86 million (2006 – Nil) has been drawn on this line of credit. General security agreements 
with charges against three specific properties, demand debenture in the amount of $3.5 million and assignment of rents 
are given as collateral for this line of credit.

16. Utility Rebate
Utility rebate represents rebates on natural gas prices given by the Alberta Government.
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17. 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: 

    2007 2006

RENTAL OPERATIONS  
ALBERTA  

Rental income     $ 25,444 $ 19,721
Operating expenses      8,780  6,969
Net operating income      16,664  12,752

BRITISH COLUMBIA  

Rental income      7,785  5,716
Operating expenses      3,175  2,549
Net operating income      4,610  3,167

ONTARIO

Rental income      6,155  5,468
Operating expenses      3,183  3,130
Net operating income      2,972  2,338

SASKATCHEWAN  

Rental income      1,001  –
Operating expenses      554  –
Net operating income      447  –

TOTAL  

Rental income      40,385  30,905
Operating expenses      15,692  12,648
Net operating income     $ 24,693 $ 18,257

    2007 2006

IDENTIFIABLE ASSETS AND LIABILITIES  
ALBERTA   

Real estate properties     $ 144,145 $ 135,220
Mortgages payable      161,748  136,686

BRITISH COLUMBIA  

Real estate properties      74,573  50,451
Mortgages payable      61,204  40,487

ONTARIO  

Real estate properties      47,961  42,494
Mortgages payable      41,005  36,168

SASKATCHEWAN  

Real estate properties       19,155  –
Mortgages payable        5,670  –

TOTAL  

Real estate properties      285,834  228,165
Mortgages payable     $ 269,627 $ 213,341
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18. Subsequent Events
Subsequent to the year-end September 30, 2007, the Corporation acquired  one property, consisting of 11 units of 
residential apartments, for consideration of $237,400 in Saskatoon, Saskatchewan. The acquisition was completed in cash 
on October 31, 2007.                     

On October 9, 2007, the Corporation gave notice of its intention to redeem all outstanding debentures as of November 6, 
2007. Prior to this day, all debentures were converted to common shares with the exception of $1,000 principal amount, 
which was redeemed on November 6, 2007. 

Four properties (86 units) purchased for $6.3 million were held for a two-month period and have been sold for $7.3 million 
on November 15, 2007.
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