
MANAGEMENT’S RESPONSIBILITIES

The consolidated financial statements of Consolidated HCI Holdings Corporation have been prepared by
management of the Company in accordance with International Financial Reporting Standards.

Management maintains appropriate controls to provide reasonable assurance that the assets of the
Company, its subsidiaries and joint ventures are safeguarded and that financial information is reliable and
accurate. Where necessary, management uses judgment to make estimates based on informed knowledge of
the facts.

The Board of Directors bears ultimate responsibility for the consolidated financial statements. An Audit
Committee composed of independent directors has reviewed in detail these consolidated financial
statements with management and also with the external auditor appointed by the shareholders. The Audit
Committee has recommended its approval to the board. The Board of Directors has approved these
consolidated financial statements.

All other financial and operating data included in the annual report are consistent with information
contained in the consolidated financial statements and have been reviewed by the Board of Directors.

Stanley Goldfarb

President and Treasurer
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF CONSOLIDATED HCI HOLDINGS CORPORATION

We have audited the accompanying consolidated financial statements of Consolidated HCI Holdings
Corporation and its subsidiaries, which comprise the consolidated balance sheets as at September 30, 2012,
September 30, 2011 and October 1, 2010 and the consolidated statements of earnings, changes in
shareholders’ equity, comprehensive income and cash flows for the years ended September 30, 2012 and
September 30, 2011, and the related notes, which comprise a summary of significant accounting policies and
other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position
of Consolidated HCI Holdings Corporation and its subsidiaries as at September 30, 2012, September 30, 2011
and October 1, 2010 and their financial performance and their cash flows for the years ended September 30,
2012 and September 30, 2011 in accordance with International Financial Reporting Standards.

Chartered Accountants, Licensed Public Accountants Toronto, Ontario

December 14, 2012
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CONSOLIDATED BALANCE SHEETS

September 30 September 30 October 1
(in thousands of Canadian dollars) 2012 2011 2010

(note 6) (note 6)ASSETS
Non-current assets
Investment properties (note 8) $ 9,800 $ 9,351 $ 12,245
Investment in syndicated mortgage loans (note 13(a)) 2,682 3,585 2,353
Amounts receivable (note 11) 167 50 6,838
Tenant inducements (note 12) 398 — —

13,047 12,986 21,436

Current assets
Land and housing under development (note 9) 1,201 5,755 10,051
Cash and cash equivalents (note 10(a)) 2,397 8,456 7,175
Restricted cash (note 10(b)) 1,051 322 344
Amounts receivable (note 11) 167 7,350 621
Investment in syndicated mortgage loans (note 13(a)) 3,799 7,437 14,773
Short-term investments (note 13(b)) 18,268 14,719 18,028
Marketable securities (note 13(c)) 2,257 2,155 2,423
Deposits on land purchases — — 30
Income tax recoverable 8,930 217 497
Tenant inducements (note 12) 22 — —
Other 168 228 143

38,260 46,639 54,085

$ 51,307 $ 59,625 $ 75,521

LIABILITIES
Non-current liabilities
Loans payable (notes 15 and 23) $ 3,817 $ 4,052 $ 4,287
Deferred income taxes and other tax liabilities (note 16) 2,148 1,929 4,651

5,965 5,981 8,938

Current liabilities
Bank advances (note 14) — 328 71
Loans payable (notes 15 and 23) 233 743 1,716
Accounts payable and accrued liabilities (note 23) 1,002 1,057 1,390
Deposits on sales — 64 350

1,235 2,192 3,527

7,200 8,173 12,465

SHAREHOLDERS’ EQUITY
Capital stock (note 17) 35,890 35,890 35,890
Retained earnings 7,943 15,382 26,771
Accumulated other comprehensive income 274 180 395

44,107 51,452 63,056

$ 51,307 $ 59,625 $ 75,521

Contingencies and commitments (note 25)
The accompanying notes are an integral part of these consolidated financial statements.

Approved by the Board of Directors

Director Director



CONSOLIDATED STATEMENTS OF EARNINGS

Years ended September 30 (in thousands of Canadian dollars, except share and per share amounts) 2012 2011

(note 6)

Housing revenue $ 6,475 $ 10,611
Housing cost of sales 5,732 9,410

Gross margin on housing 743 1,201

Land sales — 750
Land cost of sales — 158

Gross margin on land sales — 592

Investment properties revenue (note 23) 644 623
Investment properties operating expenses 219 177

Net rental income 425 446

Other income and (expenses)

General and administrative (notes 23 and 24) (900) (886)
Interest and other income 1,418 1,965
Interest expense (208) (224)
Reversal of loss provision on syndicated mortgage loans (note 13(a)) 690 —
Amortization of leasing costs (10) (7)
Fair value gain (loss) on investment properties (note 6) (103) 901

887 1,749

Earnings before income taxes 2,055 3,988

Recovery of income taxes (note 16) (5,938) (55)

Net earnings for the year $ 7,993 $ 4,043

Basic and diluted earnings per share $ 0.39 $ 0.20

Weighted average number of shares outstanding 20,575,866 20,575,866

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

Accumulated
other

Retained comprehensive
(in thousands of Canadian dollars) Capital stock earnings income Total equity

Balance – October 1,2010 $ 35,890 $ 26,771 $ 395 $ 63,056

Net earnings for the year — 4,043 — 4,043
Other comprehensive loss — — (215) (215)
Dividends paid (note 18) — (15,432) — (15,432)

Balance – September 30, 2011 35,890 15,382 180 51,452

Net earnings for the year — 7,993 — 7,993
Other comprehensive income — — 94 94
Dividends paid (note 18) — (15,432) — (15,432)

Balance – September 30, 2012 $ 35,890 $ 7,943 $ 274 $ 44,107

The accompanying notes are an integral part of these consolidated financial statements.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years ended September 30 (in thousands of Canadian dollars) 2012 2011

Net earnings for the year $ 7,993 $ 4,043
Other comprehensive income (loss), net of income taxes

Unrealized gains (losses) arising during the year on available-for-sale 
financial assets 94 (215)

Comprehensive income for the year $ 8,087 $ 3,828

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended September 30 (in thousands of Canadian dollars) 2012 2011

Cash provided by (used in)

OPERATING ACTIVITIES
Net earnings for the year $ 7,993 $ 4,043
Add (deduct) non-cash items (note 22(a)) (326) (3,510)
Costs recovered through sales of real estate 5,732 9,568
Expenditures on housing under development and land (1,178) (5,271)
Repayment of mortgage loans on housing under development — (733)
Leasing costs incurred (84) —
Tenant inducements incurred (432) —
Changes in non-cash operating balances (note 22(b)) (2,002) (350)

9,703 3,747

INVESTING ACTIVITIES
Proceeds on sale of investment properties — 3,788
Additions to investment properties (478) —
Investment in syndicated mortgage loans

Advances (749) (2,575)
Sales or maturities 6,197 8,643

Marketable securities
Purchases (57,100) (56,100)
Sales or maturities 53,604 59,409

Restricted cash (729) 22

745 13,187

FINANCING ACTIVITIES
Bank advances – net (328) 257
Repayments of mortgage loan on investment property (237) (238)
Repayment of loans from related parties (510) (240)
Dividends paid (15,432) (15,432)

(16,507) (15,653)

Increase (decrease) in cash and cash equivalents during the year (6,059) 1,281

Cash and cash equivalents, beginning of the year (note 10) 8,456 7,175

Cash and cash equivalents, end of the year (note 10) $ 2,397 $ 8,456

SUPPLEMENTARY INFORMATION (note 22(c))

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2012, September 30, 2011 and October 1, 2010 (in thousands of dollars, except share and per share amounts)

1. DESCRIPTION OF BUSINESS

Consolidated HCI Holdings Corporation and its subsidiaries (together “CHCI” or the “Company”) is an Ontario
based, publicly traded real estate development company trading on the Toronto Stock Exchange under the
symbol CXA.B. The activities of the Company include the redevelopment of an existing industrial property in
Vaughan, Ontario for industrial and commercial uses to lease to others and until its sale on February 2, 2011,
the ownership of land and another commercial building, both in Mississauga, Ontario, leased to other parties.
The Company also conducts activities through various ventures in the building and selling of new homes on
land purchased from others and invests in syndicated mortgage loans, which are secured by real property
developments of other land developers and builders. The address of its registered office is 40 King Street West,
Suite 2100, Toronto, Ontario.

The Board of Directors approved the consolidated financial statements on December 14, 2012.

2. BASIS OF PREPARATION AND ADOPTION OF INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRS”)

The Company prepares its financial statements in accordance with Canadian generally accepted accounting
principles (“GAAP”) as set out in the Handbook of The Canadian Institute of Chartered Accountants (“CICA
Handbook”). In 2010, the CICA Handbook was revised to incorporate IFRS and requires publicly accountable
enterprises to apply such standards effective for years beginning on or after January 1, 2011. Accordingly, the
Company commenced reporting on this basis in the interim consolidated financial statements for the period
ended December 31, 2011. In these consolidated financial statements, the term “Canadian GAAP” refers to
Canadian GAAP before the adoption of IFRS.

These consolidated financial statements have been prepared in accordance with IFRS applicable to the
preparation of consolidated annual financial statements, including IFRS 1 – First-time Adoption of International
Financial Reporting Standards. Subject to certain transition elections disclosed in note 6, the Company has
consistently applied the same accounting policies in its opening IFRS consolidated balance sheet at 
October 1, 2010, the Company’s “Transition Date,” and throughout all periods presented, as if these policies
had always been in effect. Note 6 discloses the impact of the transition to IFRS on the Company’s reported
financial position, financial performance and cash flows, including the nature and effect of significant changes
in accounting policies from those used in the Company’s consolidated financial statements for the year ended
September 30, 2011 prepared under Canadian GAAP. 

The policies applied in these consolidated financial statements are based on IFRS policies effective as of
September 30, 2012. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the accounts of the Company together with the Company’s
proportionate share of the assets, liabilities, revenue and expenses of joint ventures and co-tenancies. 

Investment Properties

Investment properties include commercial properties held to earn rental income and capital appreciation but
not for sale in the ordinary course of business. Investment properties are recorded initially at cost and
subsequently at fair value as determined by qualified external valuation professionals at the consolidated
balance sheet dates. Changes in fair value are recognized in the consolidated statements of earnings.
Subsequent expenditures are capitalized to the asset carrying amount only when it is probable that future
economic benefit associated with the expenditure will flow to the Company and the cost of the item can be
reliably measured. All other repair and maintenance costs are expensed when incurred.
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Financial Instruments 

The Company’s designations and measurement of the basis of its financial instruments are as follows:

Cash and cash equivalents and restricted cash, amounts receivable, investment in syndicated mortgage loans,
marketable securities consisting of term deposits and deposits on land purchases are classified as “Loans and
Receivables.” After their initial recognition at fair value, these instruments are recorded at amortized cost
using the effective interest rate method. The carrying value of these items approximates fair value due to their
short-term nature, with the exception of the investments in syndicated mortgage loans (see note 19). 

When in management’s opinion, collection of the principal and interest on syndicated mortgage loans is no
longer reasonably assured and the loans are not fully secured, allowances are made to reduce the carrying
value of the loans to their estimated net realizable amount determined by the fair value of the collateral
underlying the loans net of expected costs. 

Marketable securities, consisting of equity investments, are classified as “Available-for-sale Securities.” These
financial assets are recorded at fair value through other comprehensive income at each period-end using
quoted market prices.

Bank advances, loans payable, accounts payable and accrued liabilities and deposits on sales are classified
as “Other Liabilities.” After their initial recognition at fair value less directly attributable transaction costs,
these instruments are recorded at amortized cost using the effective interest rate method. Transaction costs
are recognized in comprehensive income over the expected life of the debt.  

The Company expenses transaction costs related to amounts receivable, investment in syndicated mortgage
loans and marketable securities that are available-for-sale.

Tenant Inducements

Cash inducements paid to tenants to enter into leases are amortized as a reduction in rental revenue over the
term of the lease on a straight-line basis.

Land and Housing Under Development

Land held for resale and housing under development for sale are carried at the lower of cost and net realizable
value. Net realizable value represents the amount of estimated net sales proceeds, taking into account
management’s assumptions and projections for the development of the property and market conditions.

Capitalization of Costs

The Company capitalizes certain costs applicable to land and housing under development.   These costs
include costs incurred during the development period, such as specific interest, realty taxes and that portion
of general and administrative expenses directly attributable to the development project.  For land projects, the
development period is considered to have ended when the project is available-for-sale or lease.

Revenue Recognition

Rental Revenue

Rental revenue is recognized using the straight-line method whereby any contractual rent increases over
the term of a lease are recognized as revenue on a straight-line basis.

The recovery of property operating expenses from tenants is recognized as revenue in the period in which
the applicable expense is incurred.

Interest Income

Interest income is recognized using the effective interest rate method.
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Land and Housing Sales Revenue

Land sales under agreements of purchase and sale are recognized as income once all material conditions
have been fulfilled and the Company has received a down payment that is appropriate in the circumstances,
but not less than 15% of the purchase price, having regard to the financial resources of the purchaser.  Land
sales are reported net of the imputed discounts arising from interest-free periods granted on balances due
under agreements of purchase and sale.  

Revenue from housing sales is recognized at the time of closing, which is the point where all material
conditions of the transactions have been fulfilled and title has passed to the purchaser. Revenue from low-
rise condominium projects is recognized when interim closing occurs. The cost of sales of houses is based
on total costs incurred as well as a provision for costs to complete.

Costing Land Sales

Costs are allocated to the saleable acreage of each project or subdivision as follows:

(a) undeveloped land costs are pro-rated on an acreage basis to each phase of a subdivision;  for commercial
and industrial projects, costs are allocated on a net acreage basis; and

(b) servicing costs are allocated to individual lots on a front footage basis in each phase of a subdivision
under development and on a net acreage basis for commercial and industrial projects.

Income Taxes

Income tax expense consists of current and deferred income tax expense. Current income taxes are the expected
taxes payable on the taxable income for the period using income tax rates enacted or substantively enacted at
the end of the reporting period and any adjustments to income taxes payable in respect of previous years. 

Deferred income taxes are the amount of income taxes expected to be paid or recovered in future periods in
respect of temporary differences and unutilized tax losses. Deferred income taxes are determined based on
differences between financial statement values and income tax values of assets and liabilities using substantively
enacted income tax rates and laws expected to be in effect when the deferred income tax asset or liability is
settled. Deferred income taxes relating to fair value adjustments to investment properties reflect the tax
consequences of recovering the carrying amount through sale. 

Operating Segments

A reportable segment is a distinguishable component of the Company that is engaged in providing related
products or services which is subject to the risks and rewards that are different from those of other reportable
segments. The Company’s operating segments are the construction and operation of investment properties, the
construction and sale of residential units and the investment in syndicated mortgage loans and are reported in
a manner consistent with the internal reporting provided to the chief operating decision makers, determined
to be the Chief Executive Officer and the Vice-president.

4. CRITICAL ACCOUNTING ESTIMATES

The preparation of the consolidated financial statements in conformity with IFRS requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and the reported
amounts of income and expenses during the reporting period. Actual results could differ from those estimates.
The most significant estimates and judgments that could have a material impact on the consolidated financial
statements within the next fiscal year are addressed below. 

(a) Impairment of Investments in Syndicated Mortgage Loans

The Company reviews its investments in individual syndicated mortgage loans on a regular basis to evaluate
the risk of default on any outstanding loan which would result in the ultimate realization of less than the
balance owing. Factors such as the prospect for completion of the development and sale of the underlying
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real property security and the present value of estimated future cash flows from the project are taken into
consideration when estimating impairment. 

(b)Fair Value of Investment Properties

The fair value at October 1, 2010 and December 31, 2010 attributed to the Company’s two investment
properties sold on February 2, 2011 was, in management’s judgment, equal to the net proceeds of their sale.
The fair value of the Company’s last remaining investment property was determined by qualified external
valuation professionals at October 1, 2010, September 30, 2011 and September 30, 2012. This property is
comprised of two components, a rental building and adjoining rental land. The valuation of the building
was done using the “Discounted Cash Flow Method” in which the income and expenses are projected over
the anticipated term of the investment. The valuation of the rental land was done using the “Overall
Capitalization Rate Method” whereby the net operating income is capitalized at the requisite overall
capitalization rate.

(c) Estimated Costs to Complete Housing Under Development

The Company incurs soft costs, such as interest and realty taxes, in its house building operations. Such
costs are estimated over the life of a project and allocated on a pro rata basis to each unit sold. These
estimates are regularly revisited and adjusted up or down in light of changing circumstances. The Company
accounts for such changes in estimates using the cumulative catch-up method whereby estimated cost
increases or decreases are applied to all house sales in the project (past, current and future). Using this
method results in a cumulative adjustment in a current period to account for the estimated cost increase or
decrease on a pro rata basis to homes sold in prior periods.

(d) Income Taxes

The Company is subject to income taxes in one jurisdiction. Significant estimates are required in determining
the provision for income taxes. There are many transactions and calculations for which the ultimate tax
determination is uncertain. Where the final tax outcome of these matters is different from the amounts that
were initially recorded, such differences will impact the current and deferred income tax provisions of
future periods. The measurement of deferred income tax liabilities at the consolidated balance sheet dates
requires management to make estimates and assumptions regarding the timing of when temporary
differences are expected to reverse. Actual results could differ from those estimates.

5. ACCOUNTING STANDARDS ISSUED AND YET TO BE APPLIED

Unless otherwise noted, the following new standards and amendments to existing standards apply to annual
periods beginning on or after January 1, 2013, with earlier adoption permitted. The Company has not yet
assessed the impact of these new standards and amendments to its consolidated financial statements.

(a) IFRS 9 – Financial Instruments

This standard was issued in November 2009 and is effective for annual periods beginning on or after 
January 1, 2015. The standard addresses classification and measurement of financial assets. It replaces the
multiple category and measurement models in IAS 39 for debt instruments with a new mixed measurement
model having only two categories: amortized cost and fair value through profit or loss. IFRS 9 also replaces
the models for measuring equity instruments. Such instruments are either recognized at fair value through
profit or loss or at fair value through other comprehensive income. Where equity instruments are measured
at fair value through other comprehensive income, dividends are recognized in profit or loss to the extent
they do not clearly represent a return of investment; however, other gains and losses (including impairments)
associated with such instruments remain in accumulated comprehensive income indefinitely.
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Requirements for financial liabilities were added to IFRS 9 in October 2010 and they largely carried forward
existing requirements in IAS 39, Financial Instruments – Recognition and Measurement, except that fair
value changes due to credit risk for liabilities designated at fair value through profit and loss are generally
recorded in other comprehensive income. 

(b) IFRS 10 – Consolidated Financial Statements

This standard requires an entity to consolidate an investee when it has power over the investee, is exposed,
or has rights, to variable returns from its involvement with the investee and has the ability to affect those
returns through its power over the investee. Under existing IFRS, consolidation is required when an entity
has the power to govern the financial and operating policies of an entity so as to obtain benefits from its
activities. IFRS 10 replaces SIC-12, Consolidation – Special Purpose Entities and parts of IAS 27,
Consolidated and Separate Financial Statements. 

(c) IFRS 11 – Joint Arrangements

This standard requires a venturer to classify its interest in a joint arrangement as a joint venture or joint
operation. Joint ventures will be accounted for using the equity method of accounting whereas for a joint
operation the venturer will recognize its share of the assets, liabilities, revenue and expenses of the joint
operation. Under existing IFRS, entities have the choice to proportionately consolidate or equity account
for interests in joint ventures. IFRS 11 supersedes IAS 31, Interests in Joint Ventures, and SIC-13, Jointly
Controlled Entities – Non-monetary Contributions By Venturers. 

(d) IFRS 12 – Disclosure of Interests in Other Entities

This standard establishes disclosure requirements for interests in other entities, such as subsidiaries, joint
arrangements, associates, and non-consolidated structured entities. The standard carries forward existing
disclosures and also introduces significant additional disclosures that address the nature of, and risks
associated with, an entity’s interests in other entities. 

(e) IFRS 13 – Fair Value Measurement

This standard is a comprehensive standard for fair value measurement and disclosure for use across all IFRS
standards. The new standard clarifies that fair value is the price that would be received to sell an asset, or
paid to transfer a liability in an orderly transaction between market participants, at the measurement date.
Under existing IFRS, guidance on measuring and disclosing fair value is dispersed among the specific
standards requiring fair value measurements and does not always reflect a clear measurement basis or
consistent disclosures. 

(f) Amendments to existing standards not yet effective

There have been amendments to existing standards, including IAS 27, Separate Financial Statements 
(IAS 27), and IAS 28, Investments in Associates and Joint Ventures (IAS 28). IAS 27 addresses accounting
for subsidiaries, jointly controlled entities and associates in non-consolidated financial statements. IAS 28
has been amended to include joint ventures in its scope and to address the changes in IFRS 10 – 13. 
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6.  TRANSITION TO IFRS

The effect of the Company’s transition to IFRS, described in note 2, is summarized as follows:

(i) Transition elections
(ii) Reconciliation of comprehensive income as previously reported under Canadian GAAP to IFRS
(iii) Explanatory notes
(iv) Adjustments to the consolidated statements of cash flows.

(i) Transition elections

The adoption of IFRS requires the application of IFRS 1, First-time Adoption of International Financial Reporting
Standards (“IFRS 1”), which provides guidance for an entity’s initial adoption of IFRS. IFRS 1 generally requires
retrospective application of IFRS effective at the end of the Company’s first annual IFRS reporting period.
However, IFRS 1 also provides certain optional exemptions and mandatory exceptions to this retrospective
treatment. The Company has applied the following transitional exceptions and exemptions to full retrospective
application of IFRS in its preparation of an opening IFRS consolidated balance sheet as at the Company’s
Transition Date:

(a) Business combinations

In accordance with IFRS 1, the Company has elected to apply IFRS 3, Business Combinations, prospect-
ively to all business combinations occurring after its Transition Date.

(b)Borrowing costs

IAS 23, Borrowing Costs, requires the capitalization of borrowing costs that are directly attributable to
qualifying assets. In accordance with IFRS 1, the Company has elected to apply the requirements of 
IAS 23 prospectively from its Transition Date.

(c) Estimates

In accordance with IFRS 1, the Company has applied the mandatory exemption from full retrospective
application of IFRS for estimates. The exemption requires that estimates previously made under Canadian
GAAP not be revised due to the application of IFRS, except where necessary to reflect differences in
accounting policies. No changes in historical estimates were made in the preparation of these
consolidated financial statements.
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(ii) Reconciliation of comprehensive income as previously reported under Canadian GAAP to IFRS

(in thousands of dollars) Year Ended September 30, 2011
Note 6 (iii) Cdn. GAAP Adj. IFRS

Revenue
Real estate sales
Housing $ 10,611 $ — $ 10,611
Land 750 — 750

11,361 — 11,361
Rental (c) 517 106 623
Interest and other income 1,965 — 1,965

13,843 106 13,949

Expenses
Real estate cost of sales
Housing 9,410 — 9,410
Land 158 — 158

9,568 — 9,568

Rental operating expenses (c) 172 5 177
General and administrative 886 — 886
Interest 224 — 224
Amortization of leasing costs 7 — 7
Depreciation of investment properties (a) 133 (133) —
Fair value gain on investment properties (a) — (901) (901)

10,990 (1,029) 9,961

Earnings before income taxes 2,853 1,135 3,988
Provision for (recovery of) income taxes (c) (198) 143 (55)

Net earnings for the year from continuing 
operations 3,051 992 4,043

Net earnings for the year from discontinued 
operations (c) 2,446 (2,446) —

Net earnings for the year 5,497 (1,454) 4,043

Other comprehensive income, net of 
income taxes (215) — (215)

Comprehensive income $ 5,282 $ (1,454) $3,828
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(iii) Explanatory notes

(a) Investment properties

The Company has elected to apply the fair value method of accounting for its investment properties with
changes in fair value being recorded in the consolidated statements of earnings. Under Canadian GAAP,
investment properties were recorded at cost and depreciated over their estimated useful lives. The impact
of this change was to increase investment properties by $4,015 and increase deferred income tax liabilities
by $676 and increase opening retained earnings on October 1, 2010 by $3,339. A fair value gain of
$901 was recognized in the year ended September 30, 2011 and a decrease in depreciation expense of
$133 reflected for the year ended September 30, 2011.

(b)Leasing costs

Leasing costs of $18 and $20 have been reclassified as “Investment Properties” as at September 30, 2011
and October 1, 2010, respectively.  

(c) Discontinued operations

Under IFRS, a component of an entity that has been sold or is held-for-sale is only presented as a
discontinued operation if it represents a separate major line of business or geographical area of operations.
The investment property disposed of in February 2011 does not constitute a major line of business.
Consequently, the discontinued operations presented under Canadian GAAP have been reclassified as
continuing operations. Assets held-for-sale have been reclassified to Investment Properties and Land and
Housing under Development.

(d)A summary of transition adjustments to the Company’s shareholders’ equity from Canadian GAAP to
IFRS is as follows:

September 30 October 1
2011 2010

Shareholders’ equity, as reported under Canadian GAAP $ 49,567 $ 59,717

Fair value adjustments to investment properties 
(notes 6 (i) (a) and 6 (iii) (a)), net of deferred income taxes:

Properties still owned by the Company 1,752 964
Properties disposed of in February 2011 — 2,375

Reverse depreciation expense on investment properties 
(note 6 (iii) (a)) 133 —

Shareholders’ equity, as reported under IFRS $ 51,452 $ 63,056

(iv) Adjustments to consolidated statements of cash flows

The transition from Canadian GAAP to IFRS had no impact on the consolidated statements of cash flows.
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7. SEGMENTED INFORMATION

The Company operates in southern Ontario, in the Greater Toronto Area and surrounding communities and
has three reportable segments: the construction and operation of investment properties, the construction and
sale of residential units and the investment in syndicated mortgage loans. The results of operations and amounts
invested in these segments are as follows:

Revenue Earnings
2012 2011 2012 2011

Investment properties $ 644 $ 623 $ 104 $ 1,000
Residential construction 6,498 10,661 766 1,251
Syndicated mortgage loans 1,041 1,169 1,731 1,169

Unallocated amounts
Interest income 354 746 354 746
Land sales — 750 — 592

$ 8,537 $ 13,949

General and administrative expenses (900) (886)
Income taxes 5,938 171

Net earnings for the year $ 7,993 $ 4,043

Investment Residential Syndicated Unallocated Total
Identifiable assets properties construction mortgage loans corporate assets assets

September 30, 2012 $ 10,566 $ 4,287 $ 6,481 $ 29,973 $ 51,307

September 30, 2011 $ 9,541 $ 11,523 $ 11,022 $ 27,539 $ 59,625

October 1, 2010 $ 12,480 $ 14,416 $ 17,126 $ 31,499 $ 75,521

Investment Residential Syndicated Unallocated Total
Identifiable liabilities properties construction mortgage loans corporate assets assets

September 30, 2012 $ 4,403 $ 252 $ — $ 2,545 $ 7,200

September 30, 2011 $ 4,447 $ 1,406 $ — $ 2,320 $ 8,173

October 1, 2010 $ 4,594 $ 2,737 $ — $ 5,134 $ 12,465

Capital expenditures in the investment properties segment for the year ended September 30, 2012 amounted
to $994 (2011 - $nil). 
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8. INVESTMENT PROPERTIES

2012 2011

Balance, beginning of the year $ 9,351 $ 12,245

Amortization of leasing costs (10) (7)
Additions (disposals) 478 (3,788)
Fair value adjustment (note 6 (iii) (a)) (103) 901
Leasing costs incurred 84 —

Balance, end of the year $ 9,800 $ 9,351

On February 2, 2011, the Company completed the sale of its 25% co-tenancy interest in land subject to a
long-term ground lease in Mississauga to an arm’s length purchaser for the purchase price of $3,377 and the
sale of its 12.55% co-tenancy interest in a leased building of 8,103 square feet, also located in Mississauga,
to a related party co-tenant in the property for the purchase price of $439. The consideration received by the
Company for both transactions was paid in cash and totaled $3,788 after closing adjustments.

The basis of valuation of the Company’s investment properties, including the two investment properties sold
in 2011, as explained above, is set out in note 4(b). The key valuation metrics for the sole remaining investment
property are set out in the following table:

September 30, 2012 September 30, 2011 October 1, 2010
Capitalization rate Minimum Maximum Applied Minimum Maximum Applied Minimum Maximum Applied

Rental building 8.0% 8.5% 8.25% 6.7% 8.2% 8.0% 7.0% 9.5% 8.3%
Adjoining land 4.85% 6.0% 6.0% 6.0% 6.7% 6.25% n/a n/a *

*Valued as vacant, serviced land prior to the Company leasing to a fast food drive-through restaurant tenant, using the
Direct Comparison Approach.

Presented separately from investment properties is $171 (September 30, 2011 - $61; October 1, 2010 - $62)
of net straight-line rent receivable (included in note 11) arising from recognition of rental revenues on a straight-
line basis over the lease term in accordance with IAS 17, Leases. The fair value of investment properties has
been reduced by these amounts presented separately.

The Company’s investment property, exclusive of the adjacent land component referred to above, which is
unencumbered, with a fair value of $8,900 (September 30, 2011 - $8,600), has been pledged as security for
a mortgage loan payable (note 15).  

9. LAND AND HOUSING UNDER DEVELOPMENT

September 30 September 30 October 1
2012 2011 2010

Housing under construction $ 1,201 $ 5,755 $ 9,898
Land under development — — 153

$ 1,201 $ 5,755 $ 10,051



10. CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

(a) Cash and cash equivalents consist of the following:

September 30 September 30 October 1
2012 2011 2010

Cash $ 678 $ 3,538 $ 2,832
Term deposits 1,719 4,918 4,343

Total cash and cash equivalents $ 2,397 $ 8,456 $ 7,175

Cash and cash equivalents include unrestricted cash and term deposits with a maturity of three months or less
from the date of acquisition.

Included in cash and cash equivalents is the Company’s proportionate share of cash and cash equivalents of
the Company’s proportionately consolidated home building and investment property operations of $1,913
(September 30, 2011 - $5,228; October 1, 2010 - $4,206).

(b) Restricted cash is as follows:

September 30 September 30 October 1
2012 2011 2010

Total restricted cash $ 1,051 $ 322 $ 344

Restricted cash, all held in the Company’s house building joint ventures, includes deposits required to secure
outstanding guarantees and letters of credit of $251 and funds held in trust by the project manager of $800 on
the basis of $2 per project dwelling unit. These trust funds are held pursuant to the project joint venture
agreements and are meant to provide a contingency fund should any warranty or other claims be made with
respect to the houses sold. The project manager, at its discretion, may call on joint venture members for
additional contingency fund contributions if and when required, pay for additional project costs contemplated
when establishing the fund or release remaining funds back to the joint venture for distribution to the members
once they are no longer considered necessary to hold.
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11. AMOUNTS RECEIVABLE

September 30 September 30 October 1
2012 2011 2010

Receivable on land sale $ — $ 7,182 $ 7,395
Straight-line rent receivable 171 61 62
Other 163 157 2

$ 334 $ 7,400 $ 7,459

Non-current $ 167 $ 50 $ 6,838
Current 167 7,350 621

$ 334 $ 7,400 $ 7,459

The receivable on land sale constitutes the vendor take-back mortgage, including accrued interest receivable
of $406 at September 30, 2011 and $419 at October 1, 2010, resulting from the Company’s sale of its land
held for future development on October 10, 2007.  The mortgage bore interest at 4% for the first two years of
its term and 6% for the third and fourth years and was payable as to interest only annually, together with $50
of principal per quarter during the last two years. The mortgage was secured by the land and was due on
October 10, 2011. During the first quarter of 2012, the mortgage was extended to mature on January 31, 2012.
The extension agreement provided for interest at 6% per annum calculated and payable quarterly, an extension
fee of $25 payable on or before November 30, 2011 and a principal payment of $250 on January 10, 2012.
The loan was repaid in full on January 24, 2012. 

The fair value of the receivable on land sale approximated its carrying value due to its short term to maturity.

12. TENANT INDUCEMENTS

2012 2011

Tenant inducements $ 432 $ —
Less: Accumulated amortization (12) —

$ 420 $ —

Non-current $ 398 $ —
Current 22 —

$ 420 $ —

Cash inducements paid to tenants to enter into leases are amortized as a reduction in rental revenue over the
term of the lease on a straight-line basis.
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13. INVESTMENTS IN SYNDICATED MORTGAGE LOANS, SHORT-TERM INVESTMENTS
AND MARKETABLE SECURITIES

September 30 September 30 October 1
2012 2011 2010

(a) Syndicated mortgage loans are secured by real
property, for remaining terms from 1 to 48 months
(September 30, 2011 – 1 to 38 months, October 1,
2010 – 1 to 26 months), bearing interest at a period-
end weighted average rate of 8.44% (September 30,
2011 – 9.2%, October 1, 2010 – 9.5%) per annum.

Non-current $ 2,682 $ 3,585 $ 2,353
Current 3,799 7,437 14,773

$ 6,481 $ 11,022 $ 17,126

The Company has commitments to make additional advances totaling $47 under one of its syndicated
mortgage loans.

The syndicated mortgage loans can be repaid by the borrowers prior to maturity and are due as follows:
$3,752 in 2013, $2,131 in 2015 and $598 in 2016.

Syndicated mortgage loans to three different borrowers in amounts totaling $2,131, $1,617 and $1,447,
individually account for more than 10% of the Company’s total syndicated mortgage loan portfolio. In
addition, the Company is exposed to concentration of credit risk, whereby approximately 57% of the
syndicated mortgage loans relate to projects in the Greater Toronto Area.  

At September 30, 2012, the Company had provisions for loan losses totaling $nil (September 30, 2011 - $690).
The September 30, 2011 loan loss provision of $690 was reversed as management determined that a provision
was no longer required. 

Outstanding syndicated mortgage loans past due but not impaired are as follows:

1 to 30 31 to 60 61 to 90 Over 2012
days days days 90 days Total

Syndicated mortgage loans $ — $ — $ — $ 1,447 $ 1,447

1 to 30 31 to 60 61 to 90 Over 2011
days days days 90 days Total

Syndicated mortgage loans $ 3,816 $ — $ — $ — $ 3,816

The Company holds a 30% interest in a first charge syndicated mortgage loan and a 60% interest in a second
charge syndicated mortgage loan on a townhouse development under construction in the Greater Toronto
Area. The Company’s investment in these two loans totals $1,447 at September 30, 2012 (September 30,
2011 – $2,530) and both loans are over 90 days past due. The mortgage syndicator has not renewed the loans
and has issued a notice of sale to require the proceeds of sale on the closings of the units to be applied to
mortgage repayment. Management believes the project’s unsold units and unbuilt serviced lots together with
other real property security pledged by the lender provides adequate security for the loan and that no loan loss
provision is required. The estimated net realizable recovery to the Company from the sale of real property
securing these loans is $1,447 (2011 - $2,530).
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(b) September 30 September 30 October 1
2012 2011 2010

Short-term investments consist of the following:

Canadian chartered bank issued term deposits issued
for periods of 90 days or greater, bearing interest at a 
period-end weighted average rate of 1.57%. $ 18,268 $ 14,719 $ 18,028

(c) Marketable securities consist of the following: 

16,000 CIBC non-cumulative Class A preferred shares,
Series 27, to yield 5.6% per annum (cost – $400) $ 411 $ 401 $ 396

12,000 TD Bank Class A first preferred shares, 
Series O, to yield 4.85% per annum (cost – $300) 313 310 287

3,130 (2011 – 3,466) Faircourt Split Seven Trust, 
preferred securities, due December 31, 2014, 
to yield 6.25% (cost – $31; 2011 – $35) 32 36 44

52,840.03 B/1 shares York Select Unit Trust 
(cost – US$1,000; fair value US$1,527; 
September 30, 2011 – fair value – US$1,348; 
October 1, 2010 – fair value – US$1,645). 1,501 1,408 1,696

$ 2,257 $ 2,155 $ 2,423

14. BANK ADVANCES

Bank advances consist of the Company’s share of joint venture demand operating loans bearing interest at
prime plus 1.0%, secured by the joint venture housing projects.
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15. LOANS PAYABLE

September 30 September 30 October 1
2012 2011 2010

Secured by housing under development $ — $ — $ 733
Secured by an investment property, net of deferred
financing fees of $28 (September 30, 2011 – $29) 4,050 4,285 4,520

Loans from related parties — 510 750

Total loans payable $ 4,050 $ 4,795 $ 6,003

Principal repayments of the loans are due as follows:

Years ending September 30, 2013 $ 237
2014 237
2015 237
2016 237
2017 237
Thereafter 2,893

4,078
Less: Financing fee 28

$ 4,050

The estimated fair value of loans payable at September 30, 2012 is $4,050 (September 30, 2011- $4,795;
October 1, 2010 - $6,003) because these loans payable bear interest at a variable rate.

The loan payable secured by an investment property constitutes the Company’s 50% share of a first mortgage
loan on its Vaughan, Ontario property. The loan bears interest at the Business Development Bank of Canada’s
base rate for commercial and industrial loans and matures in 2029. At September 30, 2012, the base rate 
was 5%. The Company has provided the lender with a guarantee of 50% of amounts due under the loan. 
A condition of the mortgage loan is that the co-tenancy maintains a long-term debt to tangible equity ratio of 3:1.
As at September 30, 2012, this condition has been met. 

Loans from related parties comprise loans payable, held within the Company’s house building joint ventures,
to companies partly owned by a shareholder of the Company. The loans are unsecured, bear interest at prime
plus 1% and are due on demand (note 23). There are no outstanding loans from related parties as at 
September 30, 2012. 
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16. INCOME TAXES

a) Significant components of the income tax provision (recovery) for the year ended September 30 are:

2012 2011

Current $ (6,145) $ 2,623
Deferred 207 (2,678)

Recovery of income taxes (5,938) (55)
Income tax provision on other comprehensive 
income included in deferred income taxes 12 (44)

$ (5,926) $ (99)

b) The income tax provision (recovery) differs from the amount computed by applying the average statutory
Canadian federal and provincial income tax rates to earnings before income taxes. These differences are:

2012 2011

Expected income tax at 26.875% (2011 – 28.75%) $ 552 $ 1,147
Reversal of provision no longer considered necessary (6,700) (1,263)
Other 210 61

Income tax recovery in consolidated statements of earnings (5,938) (55)
Income tax provision (recovery) in consolidated statements
of comprehensive income 12 (44)

$ (5,926) $ (99)

c) Deferred income taxes and other tax liabilities relate to:

September 30 September 30 October 1
2012 2011 2110

Temporary differences:
Capital cost allowance in excess of accounting 
amortization booked $ 309 $ 269 $ 301

Costs capitalized for accounting, deducted for income tax 350 237 247
Unrealized gain on investment properties (notes 6 (i)(a) 
and 6 (iii)(a)) 371 346 676

Mortgage reserves and discounts on amounts receivable 46 16 1,592
Reserve not currently deductible — (45) (88)
Other comprehensive income 42 30 74

1,118 853 2,802
Other reserves and provisions 1,030 1,076 1,849

$ 2,148 $ 1,929 $ 4,651

Comprised of:
Deferred income tax liabilities reversing after more than

12 months $ 1,052 $ 1,806 $ 2,089
Deferred income tax liabilities reversing within 12 months 1,096 123 $ 2,562

$ 2,148 $ 1,929 $ 4,651
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17. CAPITAL STOCK

AUTHORIZED       

Unlimited Class B, voting shares, without par value

Details of issued capital stock, unchanged since October 1, 2009, are as follows:

Number of  shares Amount

Balance, September 30, 2012 and September 30, 2011 20,575,866 $ 35,890

18. DIVIDENDS PAID

On February 13, 2012, the Company declared a special dividend of $0.75 per Class B share payable to
shareholders of record at the close of business on February 23, 2012. The dividend, totaling $15,432, was paid
on March 5, 2012.

On February 1, 2011, the Company declared a special dividend of $0.75 per Class B share payable to
shareholders of record at the close of business on February 21, 2011. The dividend, totaling $15,432, was paid
on March 4, 2011.

19. FINANCIAL INSTRUMENTS

Fair Values

The fair values of investments traded in active markets, such as marketable securities classified as available-
for-sale, are based on the quoted bid price on the consolidated balance sheet dates. 

The fair values of cash and cash equivalents, restricted cash, investments in term deposits, deposits on land
purchases, accounts payable and accrued liabilities, and deposits on sales approximate their carrying values
due to their short-term maturities.

The fair value of investments in syndicated mortgage loans approximates their carrying value, as they are
repayable in full at the option of the borrower at any time and, for the most part, the interest rate is subject to
adjustment. 

The fair value of the bank advances approximates their carrying value because they bear interest at floating
rates.

The three levels of the fair value hierarchy, that prioritize the inputs to fair value measurement, are as follows:

Level 1 – unadjusted quoted prices in active markets for identical assets or liabilities;
Level 2 – inputs other than quoted prices that are observable for the asset or liability either directly or

indirectly, and;
Level 3 – inputs that are not based on observable market data. 

The following table illustrates the classification of the Company’s financial instruments within the fair value
hierarchy as described above as at September 30, 2012 and September 30, 2011:

September 30, 2012 Level 1 Level 2 Level 3 Total

Marketable securities $ 20,525 $ — $ — $ 20,525

September 30, 2011 Level 1 Level 2 Level 3 Total

Marketable securities $ 16,874 $ — $ — $ 16,874

42



43

Market Risk – Interest Rate Risk

The Company is subject to interest rate fluctuations; however, current low and stable interest rates have
lessened the risk associated with such fluctuations. The syndicated mortgage loans are repayable in full at the
option of the borrower at any time and, for the most part, are subject to a minimum specified rate of interest
or prime plus a specified interest spread if such exceeds the minimum specified rate. The Company’s debt
comprises project specific house building joint ventures’ prime based bank debt and a mortgage loan payable
on an investment property.

The following interest sensitivity table outlines the potential impact of a 1% change in interest rates on variable
rate assets and liabilities for the year ended September 30, 2012:

Interest rate risk

-1% +1%
Increase (decrease) Carrying value Net earnings Equity Net earnings Equity

Financial assets
Cash $ 2,397 $ (18) $ (18) $ 18 $ 18
Investment in preferred shares 756 — 159 — (107)

Financial liabilities
Mortgage payable 4,050 31 31 (31) (31)

Total increase (decrease) $ 13 $ 172 $ (13) $ (120)

Credit and Operational Risks

The Company’s credit risk relates to the potential of financial loss resulting from the failure of a borrower or
counterparty to fully honour its financial or contractual obligations, such as to repay principal and/or interest
on a syndicated mortgage loan. Fluctuations in real property values may increase the risk of default and may
also reduce the net realizable value of the collateral real property to the Company. Credit losses occur when
the counterparty fails to meet its obligations to the Company and the value realized on sale of the underlying
security deteriorates below the carrying amount of the exposure. Credit risk is mitigated through credit
enhancement, which is comprised of excess spread and obtaining sufficient real property collateral, as well
as monitoring the level of concentration of credit risk from individual borrowers. Furthermore, the Company
leverages the credit risk management objectives, policies and procedures of the mortgage syndicator to help
mitigate the credit risk. These policies and procedures govern credit administration and arrears management.

The Company’s operational risk relates to the potential of losses on housing under construction resulting from
any instability in the real estate sector in the Greater Toronto Area and any reduction in the level of activity in
the Company’s house building joint ventures. 

The Company’s maximum exposure to credit risk is the fair values of cash and cash equivalents, amounts
receivable, short-term investments, investments in syndicated mortgage loans, marketable securities and
deposits on land purchases.



Liquidity Risk

Liquidity risk is managed by maintaining cash and cash equivalents in excess of projected needs, which
includes the funding of commitments under certain of the Company’s syndicated mortgage loan investments,
as indicated in note 13(a). The Company expects to be able to repay or, if required, obtain extensions on the
loans payable in a house building joint venture on maturity of the loans, and on the mortgage loan payable
on the investment property, if required, on demand.  

The following table summarizes the contractual amounts and maturity periods of the Company’s financial
liabilities at September 30, 2012 on an undiscounted basis:

Contractual obligations are due as follows: Less than 1 - 3 4 - 5
Total 1 year years years Thereafter

Loans payable (1) $ 5,836 $ 436 $ 836 $ 789 $ 3,775
Accounts payable and accrued liabilities 1,002 1,002 — — —
Further advances under syndicated mortgage loans (2) 47 47 — — —

Liabilities and other contractual obligations $ 6,885 $ 1,485 $ 836 $ 789 $ 3,775

(1) A 5% interest rate has been used for the remaining term to maturity. 
(2) Based on management’s estimate of the timing of borrowers requesting additional funding as per the terms of the

original lending agreement. Any such additional funding will form part of the Company’s investment in syndicated
mortgage loans.

Capital Risk Management

The Company’s objectives when managing capital are:

a) to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns
for shareholders and benefits for other stakeholders; and

b) to provide an adequate return to shareholders by obtaining an appropriate amount of debt,
commensurate with the level of risk, to reduce the after-tax cost of capital.

The Company’s capital consists of loans payable and shareholders’ equity and, other than the capital
requirement with respect to a mortgage loan on one of if its investment properties as discussed in note 15, 
it is not subject to any externally imposed capital requirements.

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

The Company’s objective is met by retaining adequate liquidity to provide for the possibility that cash flows
from assets will not be sufficient to meet future cash flow requirements.
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20. FINANCIAL GUARANTEES

At September 30, 2012, the Company has available letters of credit totaling $251 (September 30, 2011 - $322)
of which $251 (September 30, 2011 - $322) has been utilized in support of its obligation to complete servicing
requirements in connection with various house building projects.

The Company is contingently liable for its co-investors’ share of the obligations in joint venture and co-tenancy
developments. At September 30, 2012, the Company’s co-investors’ share of obligations of such entities
comprises liabilities of $930 (September 30, 2011 - $4,339) and letters of credit of $730 (September 30, 2011
- $895) in support of obligations to complete servicing requirements in connection with various house building
projects. In each case, assets of the joint ventures and co-tenancy developments, consisting primarily of cash
and cash equivalents and housing under development, are available to satisfy such obligations

21. JOINT VENTURES AND CO-TENANCIES

The Company’s aggregate proportionate share of joint venture and co-tenancy operations is reflected in these
consolidated financial statements as shown below. This reflects ownership percentages ranging from 10% to 50%.

2012 2011

Assets $ 14,853 $ 18,833
Liabilities 4,655 5,854

$ 10,198 $ 12,979

Revenue $ 7,142 $ 11,177
Expenses 6,272 9,947

Earnings $ 870 $ 1,230

Cash provided by (used in)
Operating activities $ (1,027) $ 637
Investing activities (1,724) 22
Financing activities (563) 19
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22. CONSOLIDATED STATEMENTS OF CASH FLOWS

(a) Non-cash items in operating activities are as follows:

2012 2011

Deferred income taxes $ 207 $ (2,678)
Amortization of leasing costs 10 7
Amortization of deferred financing costs 2 3
Amortization of tenant inducements 12 —
Accrued interest receivable 140 58
Reversal of loss provision on syndicated mortgage loans (690) —
Straight-line rent receivable (110) 1
Fair value loss (gain) on investment property 103 (901)

$ 326 $ (3,510)

(b) Changes in non-cash balances in operating activities are as follows:

2012 2011

Amounts receivable $ 6,770 $ 45
Deposits on land purchases — 30
Accounts payable and accrued liabilities (55) (333)
Deposits on sales (64) (286)
Income tax recoverable (8,713) 280
Other 60 (86)

$ (2,002) $ (350)

(c) Supplementary information consists of the following:

2012 2011

Interest paid $ 246 $ 246

Income taxes paid $ 2,567 $ 2,311
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23. RELATED PARTY TRANSACTIONS

The following is a summary of the Company’s related party relationships:

• some lots within the house building joint ventures were acquired from companies partly owned by or
related to certain shareholders who are directors and/or officers of the Company;

• certain shareholders, and certain shareholders who are directors and officers or parties related to them,
are also participants in all of the house building joint ventures;

• the Company is managed by two shareholders who are also officers and directors under a management
agreement;

• a company controlled by an officer and a director provides certain construction contracting services to
the Company;

• a director who is also an officer is a partner in a law firm that provides legal services to the Company;

• a director is associated with a law firm that provides legal services to the Company and its joint
ventures;

• a director who is also an officer of the Company serves as a director of a Toronto Stock Exchange listed
mortgage loan investment corporation. This corporation is a co-investor with the Company in the
syndicated mortgage loans described in note 13(a) to the consolidated financial statements. Two
directors who are also officers participate as investors in some of the syndicated mortgage loans in
which the Company has invested; 

• a director who is also an officer partly owns a company, that has made loans to a house building joint
venture in which the Company is a participant;

• three companies, one owned by one co-tenant and the other two owned by another co-tenant of the
Company’s Vaughan, Ontario investment property, lease space in that property; and

• a company owned by a co-tenant of the Company’s Vaughan, Ontario investment property acts as the
manager of that property and is paid management fees.   

Related party transactions are recorded at the amount of consideration agreed to by the parties.

Transactions with related parties during the year were as follows:

2012 2011

Management fee expense $ 300 $ 300
Rental operating expenses 20 21
Legal services 38 40
Rental income 164 186
Construction contracting services 1 167
Interest paid or payable on loans payable 36 27

The consolidated balance sheets include the following balances with related parties:

2012 2011

Accounts payable and accrued liabilities $ 300 $ 302
Loans payable — 510
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Key Management Compensation

Key management includes the Chief Executive Officer, the Chief Financial Officer and the Vice-president and
they have been compensated as follows:

2012 2011

Salaries and employee benefits $ 171 $ 180
Management fees 300 300
Directors’ fees 56 68

Total $ 527 $ 548

24. GENERAL AND ADMINISTRATIVE EXPENSES BY NATURE

Expenses incurred by nature are as follows:
2012 2011

Salaries, employee benefits and directors’ fees $ 310 $ 322
Management fees 300 300
Professional fees 145 172
Other 145 92

$ 900 $ 886

25. CONTINGENCIES AND COMMITMENTS

As security for the Company’s letter of credit facilities of $251 (September 30, 2011 - $322; October 1, 2010 
- $344), the bank holds a general security agreement, a registered general assignment of book debts and a
specific assignment of certain amounts due under agreements of purchase and sale.

The Company, from time to time, is subject to legal proceedings being brought against it and its subsidiaries.
Management does not believe these proceedings in aggregate will have a material adverse effect on the
Company’s consolidated financial position or financial performance.

The Company has commitments to make additional advances in connection with its syndicated mortgage loan
investments as explained in note 13(a).
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