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Balance Sheets     
(000s of dollars) 
    
      
as at December 31, 2009   september 30, 2009 

     (Unaudited)   

assets   

Real estate properties (Note 2) $ 351,389     $ 338,110 

Properties held for resale (Note 1)  5,995    5,981

Other assets   5,266    4,433 

Future income tax recoverable (Note 5)  6,409    6,174

Restricted cash   1,359     1,464 

Cash and cash equivalents   17,363     25,005 

   $ 387,781    $ 381,167 

LiaBiLities     

Mortgages payable (Note 3)   388,099      379,899 

Accounts payable    3,861     4,386 

Refundable security deposits    1,928     1,945 

     393,888      386,230 

sHareHoLDers’ equitY     

Share capital (Note 6)   25,431      25,422 

Contributed surplus    3,369      3,369 

Deficit    (34,907)     (33,854)

     (6,107)     (5,063)

   $ 387,781   $ 381,167 

Guarantees (Note 10)     

See accompanying notes to the financial statements 

(Signed) (Signed)

“Bob Dhillon” “Joe Amantea”
Director Director    
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Statements of Loss and Comprehensive  
Loss and Deficit     
Unaudited

(000s of dollars, except per share amounts)     

for the three months ended December 31  2009    2008 

revenue     

Rental revenue  $ 12,496     $ 12,694 

Interest income   25      105 

     12,521      12,799 

expenses    

Property operating expenses    4,815      5,300 

General and administrative expenses    1,488      1,345 

Mortgage interest    4,505      3,894 

Financing costs    70      2,140 

Depreciation    2,962      2,880 

     13,840      15,559 

Loss before income taxes       (1,319)     (2,760)

income taxes (recovery) expense (Note 5)   

 – current    15      25 

 – future    (252)     (267)

     (237)     (242)

net loss and comprehensive loss from continuing operations    (1,082)     (2,518)

net income from discontinued operations (Note 8)    46      40 

net loss and comprehensive loss for the period    (1,036)     (2,478)

Deficit beginning of period    (33,854)     (15,439)

   

   

excess over the average value of the shares purchased for cancellation    (17)     (2,146)

Deficit, end of period  $ (34,907)   $ (20,063)

Loss per share – basic and diluted (Note 7)  $ (0.10)   $ (0.18)

See accompanying notes to the financial statements    
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Statements of Cash Flows     
Unaudited

(000s of dollars)     

for the three months ended December 31  2009    2008 

Cash obtained from (used in):    

operating activities     

Net loss  $ (1,036)    $ (2,478)

Items not affecting cash     

 (Income) loss from discontinued operations, net of tax    (46)     (40)

 Depreciation    2,962      2,880 

 Future income taxes    (252)     (267)

     $ 1,628    $ 95 

Change in non-cash operating balances     

 Other assets    (817)     117 

 Restricted cash    105      31 

 Accounts payable    (525)     (1,572)

 Refundable security deposits    (17)     (18)

Cash from operating activities of continuing operations   374     (1,347)

Cash from discontinued operations  $ 63    $ 120 

financing activities    

 Financing of real estate properties    –      73,889 

 Repayment of secured debts on revenue producing properties, and other debts   (3,523)     (26,609)

 Shares purchased for cancellation    (24)     (4,014)

      (3,547)     43,266 

investing activities    

 Purchase of and addition to real estate properties    (4,518)     (10,957)

 Purchase of and addition to real estate held for resale    (14)     (34)

     (4,532)     (10,991)

net (decrease) increase in cash and cash equivalents    (7,642)     31,048 

Cash and cash equivalents, beginning of period    25,005      8,485 

Cash and cash equivalents, end of period  $ 17,363     $ 39,533 

Cash and cash equivalents are comprised:   

 Cash $ 3,166    $ 710 

 Short-term deposits $ 14,197    $ 38,823

   $ 17,363    $ 39,533 

interest paid $ 4,596    $ 4,064 

See accompanying notes to the financial statements    
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Notes to the Financial Statements
For the three months ended December 31, 2009

Unaudited

(000s of dollars, 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, except as disclosed 
below, with those used in the audited financial statements as at and for the year ended September 30, 2009. These unaudited interim financial 
statements do not include all of the disclosures required by Canadian generally accepted accounting principles (“Canadian GAAP”) applicable to 
annual audited 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-month period ended December 31, 2009 are not necessarily indicative of the results that may 
be expected for the full year ending September 30, 2010.

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, 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.

ChANgeS iN ACCouNtiNg PoLiCieS 

On October 1, 2009 the Corporation adopted the June 2009 amendments to the Canadian Institute of Chartered Accountants (“CICA”), Handbook 
Section 3862, Financial Instruments — Disclosures. The amendments include enhanced disclosures related to the fair value of financial instruments 
and the liquidity risk associated with financial instruments. The amendment requires a three level hierarchy that reflects the significance of the 
inputs used in making the fair value measurements. The amendments will be effective for annual financial statements for fiscal years ending after 
September 30, 2009. The amendments are consistent with recent amendments to financial instrument disclosure standards in International 
Financial Reporting Standards (“IFRS”). The Corporation will include these additional disclosures in its annual financial statements for the year ending 
September 30, 2010.

On October 1, 2009 the Corporation adopted the August 2009 amendments to CICA Handbook Section 3855, Financial Instruments — 
Recognition and Measurement, relating to the impairment of financial assets. Amendments to this Section have revised the guidance on the 
assessment of embedded derivatives on reclassification of financial assets from the held-for-trading and available-for-sale categories into the 
loans and receivables category. The amendment also requires the use of the credit loss model when assessing instruments held to maturity for 
impairment. The adoption of this amended Section did not have a material impact on the Corporation’s interim financial statements.

Effective October 1, 2009, the Corporation adopted the CICA Emerging Issues Committee (EIC) Abstract No.173, Credit Risk and the Fair Value of 
Financial Assets and Financial Liabilities (EIC 173). EIC 173 clarifies how an entity’s own credit risk and that of the relevant counterparty should be 
taken into account in determining the fair value of financial assets and financial liabilities, including derivative instruments. The adoption of this new 
Section did not have a material impact on the Corporation’s interim financial statements.
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2. real estate Properties
(000s)   

  December 31, 2009 september 30, 2009  

   accumulated net book  accumulated net book 
  Cost depreciation value Cost depreciation value

Land $ 117,239  $ – $ 117,239  $ 110,963  $  – $ 110,963 

Buildings  233,379  27,406  205,973   225,428  25,969  199,459

Building improvements  51,594  24,882  26,712  49,677  23,438  26,239

Furniture and fixtures  2,801  1,336  1,465  2,704  1,255  1,449

   $ 405,013  $ 53,624  $ 351,389   $ 388,772  $ 50,662  $ 338,110 

ACquiSitioNS oF APArtMeNt BuiLDiNgS
(000s)     
    2009 2008

Mortgages arranged        6,550    –

Cash paid       2,055    7,224 

Total consideration     $ 8,605  $ 7,224 

Allocation of total consideration      

Land      $ 6,276  $ 2,935 

Buildings       7,541    4,289 

Debt assumed at fair value       (5,212)  – 

      $ 8,605  $ 7,224 

Units acquired       183    84 

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 upon 
the acquisition.

3. Mortgages Payable
Mortgages loans are secured by specific charges against specific properties and several personal guarantees of a director to the extent of 
$3,454,000 (September 30, 2009 – $3,454,000).

4. 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. These commissions are not incurred or paid by the Corporation but rather by the other selling 
party or parties to the transaction. The commissions received during the three-month period ended December 31, 2009 amounted to Nil 
(2009 – $75,800).

b) The Corporation paid legal and professional fees and reimbursements for the three-month period ended December 31, 2009 amounting to 
$65,500 (2009 – $31,000) 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 – $974,000 as at December 31, 2009 (September 30, 2009 – $974,000), were advanced on October 31, 2005. The loans are interest 
free and secured against 243,800 common shares of the Corporation purchased by the participants. The market value of the common shares 
at December 31, 2009 was $10.75 per share. The original payment term of the loan was on October 31, 2009. The payment terms have 
been revised to eight quarterly payments effective January 1, 2010. As such, the loan amounts have been treated as a reduction of share 
capital in the financial statements.
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5. income taxes 

The provision for income tax differs from the results that 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:

(000s)         

three months ended December 31   2009 2008

Statutory tax rate      29.35%  31.95%

Computed expected tax      $ (369)  $ (864)

Large corporation tax       15    25 

Reduction in future tax asset for change in future tax rate       137    679 

Others       (3)   (65)

Provision for income tax      $ (220)  $ (225)

The future income tax asset is calculated as follows:

(000s)

  Dec. 31, 2009 sept. 30, 2009

Tax assets related to differences in tax and book bases     $ 6,409  $ 6,174

6. Share Capital
authorized:

Unlimited number of common voting shares

Unlimited number of preferred shares

Issued and outstanding: 
  Three months ended Year ended 
  December 31, 2009 September 30, 2009 

  Number of  Number of  
  common Amount common Amount 
  shares (000s) shares (000s)

Issued and outstanding, beginning of the period  10,355,827 $ 25,422   14,487,876 $ 36,928 

Shares purchase loan (Note 4c)     16      (974)

Purchase and cancellation of shares   (2,868)   (7)   (4,132,049)   (10,532)

Issued and outstanding, end of the period  10,352,959  25,431  10,355,827 $ 25,422 

The Corporation has obtained approval from the TSX to continue the repurchase under a Normal Course Issuer Bid commencing in October 2009. 
As of December 31, 2009, a total of 2,826 common shares have been repurchased at an average price of $8.36 per common share.
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7. 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: 

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

three months ended December 31   2009 2008

numerator      

Net loss from continuing operations     $ (1,082) $ (2,518)

Net income from discontinued operations      46  40

Total net loss     $ (1,036) $ (2,478)

Denominator      

For basic loss per share      

Weighted average shares      10,354,377   14,150,614

Dilutive effect       –    – 

For diluted loss per share      10,354,377    14,150,614 

Net loss from continuing operations per share     $ (0.10) $ (0.18)

Net income from discontinued operations per share      –   – 

Basic and diluted loss per share     $ (0.10) $ (0.18)

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

8. 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 three-month ended 
December 31, 2009 and 2008 are as follows:
three months ended December 31   2009 2008

Rental Income      $ 204   $ 406 

Property operating expenses      $ 67   $ 154 

General and administrative expenses      $ 31   $ 40 

Mortgage and debenture interest      $ 43   $ 92 

Depreciation      $ –   $ 63 

       $ 141   $ 349 

Income from discontinued operations before income taxes      $ 63   $ 57 

Income tax      $ 17   $ 17 

Income from discontinued operations      $ 46   $ 40 

9. Financial instruments and risk management

FAir vALue oF FiNANCiAL ASSetS AND LiABiLitieS

Mainstreet’s financial assets and liabilities are comprised of restricted cash, cash and cash equivalents, accounts receivable, other receivable and 
deposits, mortgages, accounts payable, and refundable security deposits. 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, security deposits and accounts payable 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:

(000s)

  December 31, 2009 september 30, 2009 

  Carrying fair Carrying fair 
  amount value amount value

Financial assets:       

 Restricted cash $ 1,359  $ 1,359  $ 1,464  $ 1,464 

 Cash and cash equivalents   17,363    17,363    25,005    25,005 

 Accounts receivable  394    394    381    381 

 Other receivable and deposits  4,721    4,721    4,028    4,028 

Financial liabilities:       

 Mortgages   388,099    400,718    379,899    394,097 

 Accounts payable  3,861    3,861    4,386    4,386 

 Refundable security deposits $  1,928  $  1,928  $  1,945  $  1,945 

riSk ASSoCiAteD with FiNANCiAL ASSetS AND LiABiLitieS

The Corporation 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
The Corporation is exposed to interest rate risk to the extent of any upward revision in prime lending rates. Mortgages totaling $71 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 the Corporation’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 change of $293,000 in interest expense for the year ended 
September 30, 2010.

Credit risk
Credit risk is the risk that the counterparty to a financial asset will default resulting in the Corporation incurring a financial loss. The Corporation 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. In relation to cash, cash equivalents, and restricted cash, the Corporation believes that its exposure to credit risk is low. The 
Corporation places its cash, cash equivalents, and restricted cash only with reputable Canadian financial institutions. In addition, the Corporation 
mitigates its credit risk further by placing its cash, cash equivalents and restricted cash with several reputable Canadian financial institutions. 

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. 

The timing of cash outflows relating to financial liabilities are outlined in the table below:

(000s)

      Beyond  
  1 year 2 years 3 years 4 years 4 years total

Mortgages payable $ 78,367  $ 21,359  $ 6,849  $ 76,991  $ 204,533  $ 388,099 

Accounts payable $  3,861   –   –    –     –  $ 3,861 

Refundable security deposits $ 1,928   –   –   –   –  $ 1,928 
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10. 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.

11. Segmented information
The Corporation specializes 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:

reNtAL oPerAtioNS 
000s

three months ended December 31   2009 2008

ALBERTA    

Rental revenue     $ 6,278   $ 7,060

Operating expenses       2,432    2,634 

BRITISH COLUMBIA    

Rental revenue       3,059    2,912 

Operating expenses       1,078    1,153 

ONTARIO  

Rental revenue       1,604    1,687

Operating expenses       865    941

SASKATCHEWAN   

Rental revenue       1,555    1,035

Operating expenses       440    572

TOTAL    

Rental revenue       12,496    12,694

Operating expenses       4,815    5,300

Unallocated revenue *       25    105

Unallocated expenses **       8,788    10,017

Net loss from continuing operations for the year       (1,082)   (2,518)

Net income from discontinued operations – Alberta       46   40

Net loss for the year     $  (1,036) $  (2,478)

* Unallocated revenue includes interest income.

**  Unallocated expenses include general and administrative expenses, mortgage and debenture interest, financing cost, depreciation, and income taxes.
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iDeNtiFiABLe ASSetS AND LiABiLitieS   
(000s) 

three months ended   Dec. 31, 2009 sept. 30, 2009

ALBERTA   

Real estate properties      $ 143,594   $ 143,753 

Mortgages payable       225,089    226,511 

Security deposit       1,041    1,079 

BRITISH COLUMBIA   

Real estate properties       121,562    107,845 

Mortgages payable       95,171    83,756 

Security deposit       569    533 

ONTARIO   

Real estate properties       47,121    47,306 

Mortgages payable       38,897    39,089 

SASKATCHEWAN   

Real estate properties       39,112    39,206 

Mortgages payable       28,942    30,543 

Security deposit       318    333 

TOTAL   

Real estate properties      $ 351,389   $ 338,110 

Mortgages payable      $ 388,099   $ 379,899 

Security deposit      $ 1,928   $ 1,945 

Properties held for resale – Alberta      $ 5,995   $ 5,981 

   

iDeNtiFiABLe CAPitAL eXPeNDitureS    
(000s) 

three months ended   Dec. 31, 2009 Dec. 31, 2008

ALBERTA   

Capital expenditures     $  1,292    2,049 

BRITISH COLUMBIA   

Capital expenditures       14,456    6,020 

ONTARIO   

Capital expenditures       211    487 

SASKATCHEWAN   

Capital expenditures       281    2,435 

TOTAL   

Identifiable capital expenditures     $  16,240    10,991 
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12. Capital Management
The Corporation defines capital that it manages as the aggregate of its shareholders’ equity and mortgages payable and on occasion, bank loan or 
lines of credit when drawn on. The Corporation’s total capital resources amounted to $382 million as at December 31, 2009.

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 line of credit.

The Corporation sets the amount of capital in proportion to risk. The Corporation manages the capital structure and makes adjustment to it in the 
light of changes in economic conditions and the risk characteristics of the underlying assets.

The total managed capital for the Corporation as at December 31, 2009, and September 30, 2009, are summarized below:

(000s)

    Dec.31, 2009 sept. 30, 2009

Mortgage Payable     $ 388,099  $ 379,899 

Shareholders’ equity     $ (6,107) $ (5,063)

Total capital     $ 381,992  $ 374,836 

The Corporation’s policy for capital risk management is to maintain a debt to market value ratio of no greater than 70%. 

The ratios at December 31, 2009 and September 30, 2009, were as follows:

(000s)

    Dec.31, 2009 sept. 30, 2009

Debt     $ 388,099  $ 379,899 

Market value     $  693,000  $  679,000 

Debt to market value ratio      56%  56%

In managing the capital requirement, the management makes assessment on the capital and liquid resources required to ensure the going 
concern of the Corporation’s operations. As of December 31, 2009, the Corporation has cash balances of $17 million. The management believes 
that the existing liquid resources and funds to be raised through the refinancing are sufficient to support the Corporation’s operation on the going 
concern basis.

13. Subsequent events
On September 30, 2009, the Corporation entered in an agreement to sell three properties (95 units) for a total consideration of approximately  
$13 million. The transactions are expected to be closed before the end of Q2 2010.


