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Balance Sheets
(in 000’s)       

    
As at March 31, 2008 September 30, 2007 

Assets

Real estate properties [note 3]   $ 297,339     $ 285,834 

Properties held for resale     2,059    8,377

Other assets     5,376     2,803 

Future income tax recoverable [note 7]    4,505    4,276

Restricted cash      1,926      1,967 

Cash and cash equivalents     –      3,223 

    $ 311,205    $ 306,480 

Liabilities 

Bank indebtedness   $ 2,908   $ –

Mortgages payable [note 4]    275,090      269,627 

Convertible debenture [note 5]    –     16,295 

Accounts payable     4,030    5,024 

Refundable security deposits     1,926     1,967 

    $  283,954   $  292,913 

Shareholders’ Equity

Share capital [note 8]   $  37,475    $  18,837 

Equity component of convertible debenture     –      2,500 

Contributed surplus      2,648      3,389 

Deficit     (12,872)    (11,159)

     27,251     13,567 

    $ 311,205    $ 306,480 

See accompanying notes to the financial statements.  

[Signed]    [Signed]

“Bob Dhillon” “Joe Amantea”  
Director   Director

FINANCIAL STATEMENTS
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Statements of Loss and 
Comprehensive Deficit
(in 000’s except per share amounts) 

 
 Three months ended Six months ended 
 March 31 March 31

  2008  2007 2008 2007

Revenue 

Rental income   $ 11,020 $ 10,001 $ 22,200 $ 19,447

Net gain on sale of properties held for resale   –   –  726  –

Interest income   74    110  181  253

   11,094   10,111  23,107  19,700

Expenses

Property operating expenses   5,153    4,279  9,875  7,770

Utility rebate   (105)  (136)  (126)  (186)

General and administrative expenses   1,483   789   2,605  1,565

Mortgage and debenture interest   3,507   3,669   7,145  7,389

Financing cost   4  233   925  697

Depreciation   2,374    1,897   4,577  3,616

Stock compensation expense  –  3,389  –  3,389

   12,416   14,120   25,001  24,240

Loss before income taxes  (1,322)  (4,009)  (1,894)  (4,540)

Income taxes (recovery) expense [note 7] 

 – current   24   35  48  60

 – future   (379)   (200)  (229)  (290)

   (355)    (165)  (181)  (230)

Net loss for the period including   
comprehensive income   (967)  (3,844)  (1,713)  (4,310)

Deficit, beginning of period  (11,905)  (5,248)  (11,159)  (1,659)

Prior period adjustment [note 2]   –  –  –  (3,123)

Deficit, end of period  $ (12,872) $ (9,092) $ (12,872) $ (9,092)

Loss per share 
– Basic and diluted [note 9]  $ (0.07) $ (0.38) $ (0.12) $ (0.44)

See accompanying notes to the financial statements.        
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Statements of Cash Flows
(in 000’s) 

 Three months ended Six months ended 
 March 31 March 31

  2008  2007 2008 2007

Cash obtained from (used in): 
Operating activities

Net loss  $ (967) $ (3,844) $ (1,713) $ (4,310)

Items not affecting cash

 Stock compensation expense  –  3,389  –  3,389

 Accretion of debentures charged to interest   –   37  –  164

 Depreciation   2,374  1,897   4,577  3,616

 Future income taxes   (379)  (200)  (229)  (290)

 Gain on sale   –  –  (726)  –

   1,028   1,279   1,909  2,569
 Change in non-cash operating balances 

  Other assets   524  (727)  (2,573)  (871)

  Restricted cash    (11)   (115)  41  (334)

  Accounts payable   250   (215)   (994)  (65)

  Refundable security deposits   11  115   (41)  334

Cash flow from operating activities   1,802  337   (1,658)  1,633

Financing activities

Financing of real estate properties  4,000    18,982   37,055  47,851

Repayment of secured debts on revenue 
producing properties, and other debts    (1,310)  (5,010)  (31,592)  (31,015)

Shares purchased for cancellation   (818)  –  (898)  –

   1,872   13,972   4,565  16,836

Investing activities

Net proceeds on sale of real estate property    (1)   –   7,145  –

Purchase of and addition to real estate properties   (13,446)  (19,167)  (16,082)  (27,003)

Addition to properties held for resale   (15)  –   (101)  –

    (13,462)   (19,167)  (9,038)  (27,003)

Net decrease in cash and cash equivalents   (9,788)   (4,858)  (6,131)  (8,534)

Cash and cash equivalents, 
beginning of period   6,880   10,367   3,223  14,043

Cash and cash equivalents, end of period  $ (2,908)  $ 5,509  $ (2,908) $ 5,509

Cash and cash equivalents 
(bank indebtedness) comprise of:       

 Cash  $ 3  $ – $ 3 $ –

 Bank Indebtedness   (2,921)  (590)  (2,921)  (590)

 Short-term deposits   10    6,099   10  6,099

  $ (2,908)  $ 5,509  $ (2,908) $ 5,509

Income taxes paid $ 24  $ 30  $ 48 $ 60

Interest paid $ 3,631 $ 4,426 $  7,443 $ 7,508

See accompanying notes to the financial statements.

FINANCIAL STATEMENTS
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Notes to the Financial Statements
For the three and six months ended March 31, 2008 
Unaudited

(in 000’s except per 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, 2007, except as disclosed 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 month periods ended March 31, 2008 are not 
necessarily indicative of the results that may be expected for the full year ending September 30, 2008.

2. Changes in Accounting Policies
Financial Instruments and Capital Disclosures
The Corporation adopted the following CICA Handbook sections as of October 1, 2007:

• Section 3862, Financial Instruments – Presentation
• Section 3863, Financial Instruments – Disclosure 
• Section 1535, Capital Disclosures

The new standards increase disclosure regarding Mainstreet’s capital and how it is managed as well as the 
nature and extent of the risks associated with financial instruments and how those risks are managed. The 
new presentation standard carries forward the former presentation requirements. Refer to Note 12 (Capital 
Management) and Note 10 (Financial Instruments and Risk Management).

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. 
For the three and six month periods ended March 31, 2008 and 2007, there were no other comprehensive 
income items.
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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 recoded 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. 

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 1, 2006.

Future Accounting Changes

GOODWILL AND INTANGIBLE ASSETS

In February 2008, the CICA issued Section 3064, Goodwill and intangible assets, replacing Section 3062, 
Goodwill and other intangible assets and Section 3450, Research and development costs. Various changes 
have been made to other sections of the CICA Handbook for consistency purposes. The new Section will be 
applicable to financial statements relating to fiscal years beginning on or after October 1, 2008. Accordingly, 
the Corporation will adopt the new standards for its fiscal year beginning October 1, 2008. It establishes 
standards for the recognition, measurement, presentation and disclosure of goodwill subsequent to its 
initial recognition and of intangible assets by profit-oriented enterprises. Standards concerning goodwill are 
unchanged from the standards included in the previous Section 3062. The Corporation is currently evaluating 
the impact of the adoption of this new Section on its consolidated financial statements. The Corporation 
does not expect that the adoption of this new Section will impact its consolidated financial statements.

3. Real Estate Properties
(in 000’s) 

 March 31, 2008 September 30, 2007

    Accum.  Net book    Accum. Net book 
  Cost  depreciation  value  Cost  depreciation  value

Land $ 95,377 $ – $ 95,377 $ 91,309 $ –  $ 91,309

Buildings  200,965  18,495  182,470  194,300  16,015  178,285

Building 
improvements  33,949  15,589  18,360  29,000  13,610  15,390

Furniture and 
fixtures  1,922  790  1,132  1,523  673  850

  $ 332,213 $ 34,874 $ 297,339 $ 316,132 $ 30,298 $ 285,834

NOTES TO THE FINANCIAL STATEMENTS
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Acquisitions of Apartment Buildings

(in 000’s) 

 Three months ended Six months ended 
 March 31 March 31

   2008  2007  2008  2007

Mortgages arranged $ – $ 15,683 $ – $ 19,735

Debt assumed at fair value  3,999  –  3,999   4,898 

Cash paid  5,929  5,638  6,166  7,957

Total purchase price $ 9,928 $ 21,321 $ 10,165 $ 32,590 

Allocation of the purchase price:    

Land $ 3,971 $  8,691 $ 4,068 $ 12,941 

Buildings  5,957   12,630  6,097  19,649

  $ 9,928 $ 21,321 $ 10,165 $ 32,590

Units acquired  106  286  117  515 

The property 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 property. 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 not placed 
any value on the intangible assets acquired on acquisition.

4. Mortgages Payable
Mortgage loans are secured by specific charges against specific properties with a net book value 
of $242,243,000 and several personal guarantees of certain directors to the extent of $15,355,000 
(September 30, 2007 – $15,355,000).

5. Convertible Debentures
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 commons shares with the exception of 
$1,000 principal amount, which was redeemed on November 6, 2007.

6. Related Party Transactions
a) The President and Chief Executive Officer receives commissions at commercial rates in his capacity as a 

licensed broker for the property transactions conducted by the Corporation. The commissions received 
during the three and six month periods ended March 31, 2008 amounted to $2,000 (2007 – $184,000) and 
$148,000 (2007 – $306,000) respectively.

b) The Corporation paid legal and professional fees and reimbursements for the three and six month 
periods ended March 31, 2008 amounting to $6,400 (2007 – $7,700) and $29,400 (2007 – $36,800) 
respectively 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 as at March 31, 2008 (September 30, 
2007 – $980,000), 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 245,000 common shares of the 
Corporation purchased by the participants. The market value of the common shares at March 31, 2008 
was $13.80 per share. 
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7. Income Taxes
The provision for income tax differs from the results which would be obtained by applying the combined federal 
and provincial income tax rate to (loss) earnings before income taxes. This difference results from the following:

(in 000’s)

 Three months ended Six months ended 
 March 31 March 31

   2008  2007  2008  2007

Statutory tax rate  31.68%  34.54%  31.68%  34.54%

Computed expected tax $ (418) $ (1,385) $ (600) $ (1,568) 

Non-taxable portion of taxable capital gain  –  –  (97)  25

Stock compensation expense  –  1,171  –  1,171

Non-deductible portion of interest on 
convertible debentures  –  13  –  57

Large corporation tax  24  35  48  60

Reduction in future tax asset for change 
in future tax rate  43  –  520  –

Others  (4)  1  (52)  25

Provision for income tax $ (355) $ (165) $ (181) $ (230)

The future income tax asset is calculated as follows:

(in 000’s)

 March 31, 2008 September 30, 2007

Tax assets related to non-capital losses   $ 1,031   $ –

Tax assets related to differences in tax and book basis   3,474    4,276

    $ 4,505   $  4,276

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

Unlimited number of preferred shares

(in 000’s, except share amounts)

 For the six month period For the year ending 
 ending March 31, 2008 September 30, 2007

 Number of  Number of 
 common  common 
 shares Amount shares Amount

Issued and outstanding,  
beginning of the period  11,910,393 $ 18,837  9,534,493 $ 3,901

Issued pursuant to conversion  
of debenture  2,853,280  18,794  2,394,400  14,965

Purchase and cancellation of 
common shares  (61,600)  (156)  (18,500)  (29)

Issued and outstanding, end of period  14,702,073 $ 37,475  11,910,393 $ 18,837
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During the three and six month periods ended March 31, 2008, there were no stock options granted by the 
Corporation.

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 three period ended March 31, 
2008, the Corporation purchased for cancellation 56,600 shares for cash consideration of $818,000.  
$144,000 has been charged to share capital, representing the average value of the common shares 
redeemed and $673,000 has been charged to contributed surplus, which represents the excess of average 
value of the shares purchased for cancellation. For the six month period ended March 31, 2008, the 
Corporation purchased for cancellation 61,600 shares for cash consideration of $898,000. $157,000 has 
been charged to share capital, representing the average value of the common shares redeemed and 
$741,000 has been charged to contributed surplus, which represents the excess of average value of the 
share purchased for cancellation.

9. Loss Per Share
Basic loss per share is calculated using the weighted average number of shares outstanding during  
the periods.

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

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

(in 000’s, except share and per share amounts)

 Three months ended Six months ended 
 March 31 March 31

   2008  2007  2008  2007

Numerator  

Net loss $ (967) $ (3,844) $ (1,713) $ (4,310)

Denominator  

For basic loss per share 

Weighted average shares  14,719,352  10,036,529  14,501,656  9,782,752

Dilutive effect  –    –   –  –

For diluted loss per share   14,719,352  10,036,529  14,501,656  9,782,752

Basic and diluted loss per share $ (0.07) $ (0.38) $ (0.12) $ (0.44)

Due to reported losses, the dilution calculation does not include the stock options of 318,700 shares. If 
included, these shares would be anti-dilutive and therefore are not included in the computation of diluted 
loss per share.

10. Financial Instruments and Risk Management
Fair Value of Financial Assets and Liabilities
Mainstreet’s financial assets and liabilities are comprised of cash and cash equivalents, accounts 
receivable, accounts payable and accrued liabilities and long-term debt. Fair values of financial assets 
and liabilities, summarized information related to risk management positions, and discussion of risks 
associated with financial assets and liabilities are presented as follows.

The fair values of cash and cash equivalents, accounts receivable and accrued revenues, deposits and 
accounts payable and accrued liabilities approximate their carrying amount due to the short-term maturity 
of those instruments.
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The fair value of financial assets and liabilities were as follows:

(in 000’s)

  March 31, 2008 September 30, 2007

 Carrying  Carrying 
 amount Fair value amount Fair value

Financial assets:    

  Restricted cash $  1,926 $  1,926 $  1,967 $  1,967

  Cash and cash equivalents  (2,908)  (2,908)  3,223  3,223

  Accounts receivable  298  298  381  381

Financial liabilities:    

   Mortgages $  275,090 $  280,157 $  269,627 $  271,033

  Convertible debenture  –  –  16,295  16,295

  Accounts payable  4,030  4,030  5,024  5,024

 Refundable security deposits  1,926  1,926  1,967  1,967

Risk Associated with Financial Assets and Liabilities
The Company is exposed to financial risks arising from its financial assets and liabilities. The financial risks 
include market risk relating to interest rates, credit risk and liquidity risk.

MARKET RISK

Market risk, the risk that the fair value or future cash flows of financial assets or liabilities will fluctuate due to 
movements in market prices, is comprised of the following:

Interest Risk

Mainstreet is exposed to interest rate risk to the extent of any upward revision in prime lending rates. 
Mortgages totaling $89 million are subject to renewal in the next 12 month period. Increases in the 
interest rate have the potential to adversely affect the profitability of the Corporation. However, the 
Corporation attempts to mitigate this risk by staggering the maturity dates for its mortgages. The majority 
of Mainstreet’s mortgages are insured by CMHC under the National Housing Association (NHA) mortgage 
program. This added level of insurance offered to lenders allows the Corporation to receive the best 
possible financing and interest rates, and significantly reduces the potential for a lender to call a loan 
prematurely. A 1% change in the prime lending rate would have resulted in a $507,000 change in interest 
expense at March 31, 2008.

Credit Risk

Credit risk is the risk that the counterparty to a financial asset will default resulting in the Corporation 
incurring a financial loss. Mainstreet is exposed to credit risk as some tenants may experience financial 
difficulty and may default in payment of rent. However, the Corporation attempts to minimize possible 
risks by conducting an in-depth credit assessment of all tenants. The Corporation’s tenants are numerous 
which also reduces the concentration of credit risk. As tenants’ rent is due at the beginning of the month, all 
amounts in accounts receivable are considered overdue by the Corporation.

Liquidity Risk

Liquidity risk is the risk the Corporation will encounter difficulties in meeting its financial liability obligations. 
The Corporation manages its liquidity risk through cash and debt management. In managing liquidity risk, 
the Corporation has access to mortgage refinancing at competitive rates and a line of credit facility. As at 
March 31, 2008, Mainstreet had available unused bank credit facilities in the amount of $900,000.
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The timing of cash outflows relating to financial liabilities are outlined in the table below:

(in 000’s) 

           Beyond 
  1 year  2 years  3 years  4 years  4 years  Total

Mortgages  
payable $  99,716 $  20,771 $  9,723 $  9,084 $ 135,796 $ 275,090

Accounts  
payable  4,030  –  –  –  –  4,030

Refundable security  
deposits $ 963 $ 963 $ – $ – $ – $ 1,926

11. 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 these unaudited interim financial statements with respect to these 
indemnification commitments.

12. Capital Management
The Corporation’s total capital resources total $302.3 million, comprised of shareholders’ equity and 
mortgages payable.

The Corporation aims to manage its capital resources to maintain financial strength and to maximize its 
financial flexibility by maintaining strong liquidity and by utilizing alternative sources of capital including 
equity, senior debt and bank loans or lines of credit.

The Corporation sets the amount of capital in proportion to risk. The Corporation manages the capital 
structure and makes adjustments to it in the light of changes in economic conditions and the risk 
characteristics of the underlying assets. In order to maintain or adjust the capital structure, the Corporation 
may return capital to shareholders, borrow, issue new shares, or sell assets to reduce debt.

The Corporation’s strategy is unchanged from the prior year.

13. Segmented Information
The Corporation specialized in multi-family residential housing and operates primarily within one business 
segment in four provinces located in Canada. The following summary presents segmented financial 
information for the Corporation’s operations by geographic location:
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Rental Operations

(in 000’s)
 Three months ended Six months ended 
 March 31 March 31

   2008  2007  2008  2007

ALBERTA  
Rental income $ 6,521 $ 6,455 $ 13,228 $ 12,693
Operating expenses  2,644  2,308  5,138  4,278
Net operating income  3,877  4,147  8,090  8,415

BRITISH COLUMBIA  

Rental income  2,420  1,864  4,752  3,497
Operating expenses  1,006  780  2,007  1,420
Net operating income  1,414  1,084  2,745  2,077

ONTARIO  

Rental income  1,592  1,478  3,240  2,909
Operating expenses  975  907  1,902  1,677
Net operating income  617  571  1,338  1,232

SASKATCHEWAN  

Rental income  487  204  980  348
Operating expenses   423   148  702  209
Net operating income   64   56  278  139

TOTAL   

Rental income    11,020    10,001  22,200  19,447
Operating expenses   5,048   4,143  9,749  7,584

Net operating income  $  5,972  $ 5,858 $ 12,451 $ 11,863

Identifiable Assets and Liabilities 

(in 000’s)
 March 31, Sept. 30, 
 2008 2007

ALBERTA

Real estate properties     $ 144,737 $ 144,145
Mortgages payable      155,506  161,748

BRITISH COLUMBIA  

Real estate properties      83,582   74,573
Mortgages payable      73,328  61,204

ONTARIO  

Real estate properties      48,218  47,961
Mortgages payable      40,676   41,005

SASKATCHEWAN  

Real estate properties      20,802  19,155
Mortgages payable      5,580  5,670

TOTAL  

Real estate properties     $ 297,339 $ 285,834
Mortgages payable     $ 275,090 $ 269,627




