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April 28, 2005

Dear Shareholder:

Enclosed herewith you will find a copy of your Company’s unaudited first quarter financial statements prepared in 
accordance with Canadian Generally Accepted Accounting Principles and Management’s Discussion and Analysis of 
Operations and Financial Condition for the three months ended March 31, 2005.  These items will also be available and 
may be downloaded from our website at www.homburginvest.com.

The growth in the Company’s property assets continues to move forward.  During the first quarter of 2005, the Company 
was successful in completing the purchase of Blackfoot Corporate Centre, Calgary, Alberta which will be renovated and 
expanded from 21,000 square feet to 41,000 square feet; land at 540-12th Avenue SW, Calgary, Alberta for the construction 
of 76,000 square feet of office space to be known as Centron Tower and 100 residential condominium units to be known as 
Castello Tower; and land at 307-6th Street SW, Calgary, Alberta on which Churchill Estates, a 44 unit luxury condominium 
project, will be built.  These acquisitions, with a net book value of $13.9 million, bring our property portfolio to $351 million.  
Total development costs of these projects will be approximately $100 million with completion between August 2005 and 
December 2006.   It is our objective to grow the property assets by an additional $500 million in 2005.  However, as 
previously stated, we will not complete transactions for the sake of growth alone.  All acquisitions and development projects 
must be accretive over the long term to shareholder value. 

Just as our property assets have grown, the ability to manage the properties and maximize the return to shareholders is 
demonstrated in the following chart which spells out the funds generated from operations and our net earnings over the 
last five quarters ended March 31.
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HOMBURG

From a numerical prospective the funds from operations and net earnings generated by quarter has been:

  Funds from Operations Net Earnings

 March 2001 $901 thousand $555 thousand
 March 2002 $1,112 thousand $548 thousand
 March 2003 $1,236 thousand $795 thousand
 March 2004 $1,573 thousand $1,229 thousand
 March 2005 $470 thousand $2,332 thousand

Homburg Invest Inc. commenced operations in October 2000. Since that time, we have reported to our shareholders the 
results of 18 successive quarters.  Of these, 17 have reported positive net earnings with only the quarter ended December 
31, 2002 being negative ($47,000).  Funds from operations have been positive every quarter since October 2000.

Please review the attached management discussion and analysis for a further description of the operating results.

I trust you will find the enclosed informative.

Yours very truly,

“Signed” 
Richard Homburg, Phzn.
Chairman and CEO
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The following should be read in conjunction with the consolidated financial statement prepared under Canadian Generally 
Accepted Accounting Principles and the notes attached thereto.

Date of MD&A
April 28, 2005

Overall Performance and Selected Interim Information
Homburg Invest Inc. (“Homburg Invest” or the “Company”) is a public real estate company owning 91 properties with a 
net book value of $296.5 million and 3.89 million square feet of space as at March 31, 2005 in four main asset classes:  
office, retail, industrial, and multi-family residential, two properties currently under construction and four properties held for 
development.  In addition the Company has incurred capital costs to March 31, 2005 of $1.1 million on two properties to 
be held for development which are scheduled to close in the next few months once all the vendors closing conditions are 
met.  

Properties Owned

March 31, 2005 December 31, 2004

Property Type
No. of 

Properties
Net Book 

Value

No. 
of 

Units

Gross
Square
Footage

No. of 
Properties

Net Book 
Value

No. 
of 

Units

Gross
Square
Footage

Office 30 $100,900,947 1,237,208 30 $100,767,289 1,237,208

Retail 36 108,697,984 1,520,126 36 108,857,815 1,520,126

Residential 11 12,951,959 352 367,023 11 14,300,895 352 367,023

Industrial 8 26,673,001 624,080 8 25,390,786 624,080

SUB-TOTAL 85 249,223,891 352 3,748,437 85 249,316,785 352 3,748,437

Properties Under 
Development* 2 26,011,996 139,200 2 25,188,565 139,200

Properties Held for 
Development**
 Owned 4 21,279,491 - 1 7,438,635 -

 Pending

91

2

296,515,378

1,114,318

3,887,637

-

88

-

281,943,985

-

3,887,637
-

TOTAL 93 $297,629,696 352 3,887,637 88 $281,943,985 352 3,887,637

• Construction in progress – 124,500 s.f. office building in Calgary, Alberta and 14,700 s.f. automotive dealership in 
Kentville, Nova Scotia – both scheduled for occupancy in the second quarter of 2005.

** Properties held for development include 146 acres of land on the outskirts of Calgary, Alberta purchased for 
residential and single family development, and three sites within the City of Calgary upon which significant 
commercial, office and condominium projects are to commence as soon as all design and development 
agreements are in place and approved.

Three Months Ended March 31, 2005
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Results from Operations
Funds from operations for the first three months of 2005 was $1.7 million or $0.03 per share compared to funds from 
operations of $1.7 million in 2004 or $0.04 per share.  The stability of cash flow year over year is very evident in the real 
estate operations which have changed very little since quarter one, 2004.  The growth in the property asset base has been 
primarily in the properties under construction and held for development.  These assets will positively impact future cash 
flows and earnings when they come on stream as leaseable assets.  

Net earnings for the first quarter in 2005 was $446 thousand or $0.01 per share compared to a net income of $659 thousand, 
also $0.01 per share in the first quarter of 2004.  The reduction in earnings in 2005 over 2004 relate principally to increased 
office expenses; filing fees related to the public company; professional fees incurred for the CEO/CFO certification systems 
review currently being undertaken for implementation in 2006; and additional income tax expense recorded in the current 
period.  The reason income tax expense is higher in 2005 is that 2004 had a $183 thousand credit for rate adjustment which 
is not recurring this year.  All operations are performing as budgeted.

Office Portfolio
Homburg Invest’s office portfolio consists of 30 small to medium sized office buildings in Atlantic Canada, Alberta, and 
British Columbia with a total gross area of 1.2 million square feet. The Company’s 30 office buildings generated $3.9 
million total revenue in the first quarter of 2005 and $2.2 million in net operating income.  This compares to $4.2 million 
total revenue in 2004 and $2.5 million in net operating income, decreases of 6.3% and 11.9% respectively.  The revenue 
reduction of $264 thousand relates to tenant turnover at Wooten Road in Colorado Springs and the Vintage I Tower in 
Calgary.  Currently the Company is considering its options with respect to leasing or possible sale of the Wooten Road 
property while the Vintage I Tower is now fully leased and the revenue stream will be improved in the second quarter.  The 
Vintage I and Vintage II Towers will be sold as a package to a European investor for cash consideration of $62.1 million 
prior to the end of the second quarter.  The Company will realize a gain on the transaction of approximately $18.5 million 
after commission and will use the proceeds in excess of the required debt repayment for working capital purposes.

Overall occupancy in the office portfolio was 92.68% at March 31, 2005 (March 31, 2004 – 93.51%).  

Retail Portfolio
Homburg Invest’s retail portfolio consists of 36 retail operations including the Confederation Court Mall in Charlottetown, 
PEI and 7 big box Zellers stores across Canada and 10 Pizza Hut properties in greater Montreal.  Retail rental revenue 
increased to $4.2 million in the first quarter of 2005 from $3.9 million in 2004, an increase of 7.7%, while net operating 
income increased to $2.9 million in the first quarter of 2005 from $2.8 million in 2004, up 3.9%.  Retail sales have remained 
stable and strong in the Company’s retail portfolio with most of the increase in revenue and net operating income with 
the full quarter’s results from the Dartmouth Shopping Centre and the Pizza Hut properties acquired during quarter one, 
2004.

Overall occupancy in the retail portfolio was 97.23% at March 31, 2005 (March 31, 2004 – 96.45%).  

Residential Portfolio
Homburg Invest’s residential portfolio is located in Nova Scotia, New Brunswick and Colorado and consists of 11 properties 
and 352 units as at March 31, 2005.  Rental revenue from the residential portfolio increased to $626 thousand in the first 
quarter of 2005 from $606 thousand in 2004, an increase of 3.3%, and net operating income increased to $346 thousand 
from $328 thousand, an increase of 5.3%.  These increases reflect the renovations and lease up of the Dieppe, New 
Brunswick units in 2004.
 
The residential portfolio maintained a high overall average occupancy rate during 2005 and at March 31, 2005 the 
occupancy rate was 95.45% (March 31, 2004 – 95.45%).

Industrial Portfolio
Homburg Invest’s industrial portfolio consists of eight industrial buildings located in Nova Scotia, New Brunswick, 
Newfoundland and British Columbia with a total area of 624 thousand square feet.  The Company’s industrial buildings 
generated $769 thousand total rental revenue in the first quarter of 2005 and $656 thousand in net operating income 
compared to $758 thousand total rental revenue in 2004 and $656 thousand in net operating income.  The results 
demonstrate the stability of operations in the industrial portfolio year over year.   Higher lease rates offset a small change 
in the vacancy within the portfolio.

Overall occupancy in the industrial portfolio was 92.51% at March 31, 2005 (March 31, 2004 – 96.28%)

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF OPERATIONS AND FINANCIAL CONDITION
MANAGEMENT’S DISCUSSION AND ANALYSIS
OF OPERATIONS AND FINANCIAL CONDITION
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Other Income
During the first quarter of 2005, Homburg Invest generated $293 thousand in other income versus $61 thousand in 2004.  
This income was generated through the investment of the cash proceeds from the issue of the mortgage bonds prior to its 
utilization in the acquisition of property assets.  At March 31, 2005 approximately $36 million remained invested.

Interest Expense
Interest expense was $4.1 million in 2005, an increase of $0.4 million over 2004.  This increase is directly attributable to 
the HMB4 and HMB5 Mortgage Bonds issued in December 2004.  The Company’s weighted average interest rate on real 
estate asset mortgage debt reduced to 6.96% from 7.04% at December 31, 2004.  For the quarter ended March 31, 2005, 
Homburg Invest had total interest coverage of 1.58 to 1 and a debt to equity ratio of 3.40 to 1.

Interest Recovery
In December 2004 the Company received approximately $62 million in HMB4 and HMB5 mortgage Bond cash proceeds 
(net of issue costs) for the purpose of acquiring new properties for development and paying down short term debt.  In 
quarter 1, 2005, $28 million of the cash was used to acquire new properties and pay down debt.  The remaining funds have 
been earmarked by the Company for the development of the Homburg Springs land assembly and for the purchase of the 
Homburg Harris property and the Gateway to the North property, all in Calgary, Alberta.  The two latter projects will close 
later this year once all conditions for closing are met by the vendors.  The total expense contained in the income statement 
related to the unexpended cash position of the bonds for which the interest costs have been expensed under Canadian 
GAAP amounted to $970 thousand.  To the extent that the Company was unable to generate income in the quarter through 
investing the excess funds in portfolio stocks and bank instruments, the asset manager, Homburg Canada Incorporated, 
agreed to indemnify the Company for any costs it was required to expense due to it being unable to close on its capital 
commitments.  After considering the $293 thousand investment income earned in the first three months, the recovery from 
the asset manager amounted to $677 thousand.

General and Administration
General and administration expenses totalled $932 thousand in the first quarter of 2005 compared to $656 thousand in 
2004.   The increase in general and administration expenses over 2004 is directly related to higher office and administration 
costs for the public company and professional fees incurred by the Company for the CEO/CFO certification systems review 
currently being undertaken.

Depreciation and Amortization
Depreciation and amortization amounted to $1.1 million in the first quarter of 2005, an increase of $93 thousand over 
2004’s charge of $1.014 million.

Financial Condition
Assets
Total assets grew from $340.5 million at December 31, 2004 to $346.1 million at March 31, 2005.  The table below 
summarizes Homburg Invest’s asset base.  

 March 31 December 31
 2005 2004
 (Millions)  (Millions)

Property and equipment  $297.6 $281.9
Cash and cash equivalents  37.4 41.7
Receivables   3.2 6.6
Currency guarantee receivable  - 3.6
Deferred rental income receipts  1.0 0.8
Long term investment  1.1 1.1
Other assets   5.8  4.8
  $346.1 $340.5
Receivables
Receivables trade of $1.8 million (December 31, 2004 - $1.8 million) consists of amounts due from tenants which arise 
from the normal course of operations.  The receivables at December 31, 2004 included $3.2 million in mortgage bonds 
proceeds of which $3.0 million was collected in the first quarter.  The balance will be collected in the second quarter.  Also 
at March 31, 2005 there was a receivable from the asset manager of $1.1 million of which $677 thousand related to the 
interest recovery noted above.
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Deferred Rental Receipts
Section 1506 of the CICA Handbook requires that revenue on leased properties be recognized on the straight line basis 
over the term of the lease.  This means that all commercial leases with rental increases within the term of the lease must 
be adjusted to the straight line basis.  The impact of this policy which came into effect on January 1, 2004 results in an 
increase in rental income of $179 thousand for the first quarter.  The amount of revenue in excess of rent paid is an asset 
called deferred rental receipts.  This account will increase by approximately $200 thousand per quarter over the next four 
years notwithstanding the impact of any new acquisitions.  

Long Term Investment
The investment is a portfolio investment in Cedar Shopping Centers, Inc., a New York Stock Exchange listed REIT, and 
represents .3% of the outstanding shares.

Other Assets
Other assets are made up primarily of prepaid expenses for property taxes and deferred charges which relate to leasing 
fees and financing costs that are being amortized over the period of the appropriate lease or debt.  

Capital Structure
The table below summarizes Homburg Invest’s capital structure.

 March 31 December 31
 2005 2004
 (Millions) (Millions)

Mortgages and terms loans payable $ 118.1 36.3% $ 117.9 36.8%
Mortgage bonds payable  130.0 39.9% 135.8 42.4%
Currency guarantee payable  2.2 .7% - -
Demand loans payable  1.4  .4%  -  -
  251.7 77.3% 253.7 79.2%
Shareholders equity  74.1 22.7%  66.5 20.8%
 $ 325.8  100.0% $ 320.2 100.0%

Debt on Real Estate Assets
Mortgages payable on revenue producing properties increased by $2.3 million in the first quarter of 2005 with the proceeds 
used for new acquisitions in the period.  Also in the first quarter, $2.1 million was applied against mortgage debt as required 
under normal principal repayments.

At March 31, 2005, the Company had two acquisition loan facilities totaling $18.5 million.  At quarter end no amount was 
outstanding against these lines.  Interest is charged on all of the demand loans at market competitive rates.

Currency Guarantee Payable
Subsequent to the issue of the mortgage bonds, the Canadian dollar has strengthened against the Euro to the extent of 
$2.2 million at March 31, 2005, up from a negative $3.6 million at December 31, 2004.  This $5.8 million improvement in 
the first three months of 2005 has been offset by the currency guarantee payable which has been recorded as a long term 
liability.  The final settlement of the currency guarantee asset or obligation will take place at the earlier of the retirement 
of the bonds or their scheduled maturity.  As a result of the guarantee, there is no earnings impact related to changes in 
currency value of the bonds.

Shareholders Equity
Homburg Invests’ shareholders’ equity increased from $66.5 million at December 31, 2004 to $74.1 million at March 31, 
2005.  During the first three months, 4.7 million new shares were issued from treasury for net proceeds to the Company 
of $11.9 million.  Of these amounts, 1.4 million shares and $4.1 million were as a result of the Company’s Dividend 
Reinvestment Plan.  Net earnings for the period amounted to $.4 million.  On February 10, 2005 the Company declared 
a $0.16 dividend payable in two installments on March 30, 2005 and September 30, 2005.  On March 30, 2005 the semi-
annual dividend of $0.08 per share was paid to the shareholders for total consideration of $4.8 million.  The Company’s 
US operations, headquartered in Colorado Springs, Colorado are considered to be self sustaining and they use the US 
currency for recording substantially all transactions. The accounts are translated on the consolidated books of the Company 
using the current rate method, whereby assets and liabilities are translated at period end exchange rates while revenues 
and expenses are converted using quarterly translation rates.  Gains or losses resulting from the currency translations 
of the subsidiaries are deferred and included in the cumulative foreign currency translation account within shareholders’ 
equity.  At March 31, 2005, this account amounted to currency losses totalling $1.9 million, the same as at December 31, 
2004.

MANAGEMENT’S DISCUSSION AND ANALYSIS
OF OPERATIONS AND FINANCIAL CONDITION
MANAGEMENT’S DISCUSSION AND ANALYSIS
OF OPERATIONS AND FINANCIAL CONDITION



7H O M B U R G  I n v e s t  I n c .      

Liquidity, Capital Resources and Capital Commitments
In the normal course of its business, Homburg Invest has capital requirements for the principal component of mortgage 
payments, tenant improvements, and capital expenditures.  Homburg Invest funds these requirements with funds from 
operations; although in some cases expenditures and leasing costs are funded by the underlying mortgage or separate 
term debt.  Capital expenditures totalled $16.7 million in the first quarter of 2005.  These acquisitions were paid with 
cash.

Payments Due by Period
 (In thousands)

Contractual Obligations Total
Less than
1 year

1 – 3
Years

4 – 5 
years

After 
5 years

Long term debt $248,050 $7,027 $20,721 $38,698 $181,604

Capital lease obligations NIL NIL NIL NIL NIL

Operating leases $443 $118 $218 $107 NIL

Purchase obligations NIL NIL NIL NIL NIL

Other long term obligations NIL NIL NIL NIL NIL

Total contractual obligations $248,493 $7,145 $20,939 $38,805 $181,604

The Company intends to make all normal principal repayments over the term of each debt instrument and to renew the 
mortgages under terms available in the market.

For the quarter ended March 31, 2005 funds from operations were $1.7 million, the same as for the quarter ended March 
31, 2004.  Homburg Invest believes that cash on hand of $37.4 million, the funds from operations and $18.5 million in credit 
lines available to it will be sufficient to fund near-term, nondiscretionary costs including $4.0 million required in quarter two, 
2005 to complete tenant improvements at the Vintage II Tower in Calgary.  The Company continues to manage its capital 
resources to maximize its opportunities for growth.

At the present time there are commitments for capital expenditures for property acquisitions totalling approximately $39.5 
million for the purchase of three properties in Alberta.

Off-Balance Sheet Arrangements
The Company has no off-balance sheet arrangements.  Any related party transactions are separately disclosed in this 
MD&A.

Transactions with Related Parties 
The Company is controlled by the Chairman and Chief Executive Officer through holding companies.

a) The Company has entered into agreements with companies commonly controlled by the Chairman and Chief Executive 
Officer to provide various services at market rates. A summary of the various revenues and expenses between related 
parties are as follows:
 March 31 March 31
 2005 2004
Rental revenue earned $ 60,805  $ 105,523
Interest recovery $ 677,416  $ -
Asset and construction management fees incurred $ 638,524  $ 505,034
Property management fees paid $ 340,790  $ 410,528
Insurance incurred $ 76,720  $ -
Service fees paid $ 53,256  $ 36,978
Property acquisition fees paid $ 251,875  $ 396,250
Mortgage bond guarantee fees paid $ 593,878  $ 138,000
Demand loan interest and fees accrued $ -  $ 51,013

b) The Company has approved a resolution authorizing the property manager, a company commonly controlled by the 
Chairman and Chief Executive Officer, to operate trust accounts on its behalf as required to conduct business of the 
Company.

c) Professional services of approximately $66,250 (March 31, 2004 - $75,000) were purchased from a corporation of which 
one (March 31, 2004 - two) of the Company’s directors is affiliated in 2005.

MANAGEMENT’S DISCUSSION AND ANALYSIS
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d) The Company has entered into a guarantee arrangement for the principal and interest amounts, of the Mortgage Bonds 
payable to maturity, with a company under the control of the Chairman and Chief Executive Officer, wherein it is protected 
against fluctuations in the Canadian dollar and the Euro.  The cost of this guarantee fee per annum until maturity is 1.5% 
on the Series 1 Bonds, 2.0% on the Series 2 Bonds and 1.6% on the Series 4 and Series 5 Bonds.

e)  Included in accounts payable is a mortgage bond syndication fee of $NIL (December 31, 2004 - $1,315,698), mortgage 
bond guarantee fees of $593,878 (December 31, 2004 - $560,698) and management fees of $131,319 (December 31, 
2004 - $35,200) payable to companies commonly controlled by the Chairman and Chief Executive Officer.

f)  The receivable of $1,145,636 (December 31, 2004 - $1,663,782) is from companies commonly controlled by the 
Chairman and Chief Executive Officer, which is non interest bearing and has no set terms of repayment.

The above transactions were recorded at the exchange amount.

First Quarter 2005
The operating results for the March 2005 results of operations and cash flows and financial condition of the Company are 
as contained in the budget approved by the board of directors.  The first quarter results were previously described under 
the heading “results from operations”.  The operating results reflect the stability of the revenue stream and funds from 
operations which the Company is able to achieve.  

Economic and Industry Factors

In the first quarter of 2005, the economic and industry factors affecting the Company are substantially unchanged from the 
MD&A report issued for the year ended December 31, 2004.  The reader is therefore encouraged to review the December 
31, 2004 MD&A for a complete discussion of all economic and industry factors affecting the Company.

Other Requirements

(a) Additional information relating to Homburg Invest Inc., including our Annual Information Form (AIF) is on our website 
at www.homburginvest.com and at SEDAR at www.sedar.com.

(b) National Instrument 51-102, Section 5.4 Disclosure of Outstanding Share Data.  As at March 31, 2005, Homburg Invest 
Inc. was authorized to issue an unlimited number of common shares.  On that date 61,124,268 common shares were issued 
for a recorded value of $75.0 million. 

Subsequent to quarter end, at the Annual Meeting of the Company held on April 1, 2005, the shareholders approved 
a resolution amending the capital stock.  The Company is now authorized to issue an unlimited number of Class A 
Subordinate Voting Shares, an unlimited number of Class B Multiple Voting Shares, an unlimited number of Class A 
Preferred Shares, issuable in series, and an unlimited number of Class B Preferred Shares, issuable in series.  As at April 
28, 2005, 30,562,134 Class A Subordinate Voting Shares and 30,562,134 Class B Multiple Voting Shares are issued for a 
total value of $75.0 million.

To April 28, 2005 there have been no changes to the issued capital of the Company.

The Company continues to release its results under International Financial Reporting Standards (“IFRS”) as well as under 
Canadian Generally Accepted Accounting Principles (“GAAP”).  The IFRS statements are available to any reader of these 
financial statements.

Homburg Invest continues to look at a number of opportunities in the Canadian, European and US marketplace as our 
strong entrepreneurial management team demonstrates the willingness and abilities to adapt to changes in the real estate 
market environment.

“Signed”    “Signed”  
R. Homburg, Phzn. I.D. MacInnis, CA
Chairman and CEO Vice President Finance and CFO

MANAGEMENT’S DISCUSSION AND ANALYSIS
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CONSOLIDATED INTERIM
BALANCE SHEET

CONSOLIDATED INTERIM
BALANCE SHEET

  March 31 December 31
  2005 2004
 (Audited)
Assets
Investment properties (Notes 3 & 5)   $ 297,629,696  $ 281,943,985 
Cash and cash equivalents (Note 6)  37,431,021   41,722,293 
Receivables (Note 7)  3,179,288   6,607,424 
Currency guarantee receivable (Note 11)     3,625,504 
Deferred charges, net of accumulated
  amortization of $975,466 (2004 - $880,171)  5,026,793   3,979,274 
Long term investment (Note 8)    1,086,172   1,086,172 
Deferred rental receipts (Note 3)  985,071   806,148 
Prepaids  565,183   775,339 
Portfolio investment (Note 3)  206,922    
 $ 346,110,146  $ 340,546,139 

Liabilities
Mortgage bonds payable (Note 11) $ 129,982,800  $ 135,801,369 
Mortgages payable (Note 9)    118,066,865   117,940,462 
Future income taxes (Note 15)  13,386,202   13,073,029 
Demand loans payable  (Note 13)  1,375,000    
Accounts payable (Note 10)  5,757,274   6,136,201 
Security deposits and prepaid rents (Note 12)  1,256,927   1,125,749 
Currency guarantee payable (Note 11)  2,193,065    

  272,018,133   274,076,810 

Shareholders’ Equity (Note 14)  74,092,013   66,469,329 

 $ 346,110,146  $ 340,546,139 

Commitments (Note 19)
Contingent liability (Note 20)
Subsequent events (Note 25)

Approved by the Board, April 28, 2005

"Signed"                         "Signed"                
Richard Homburg, Phzn.   Edward P. Ovsenny
Director     Director

(Unaudited)

See accompanying notes to these consolidated interim financial statements prepared under Canadian GAAP
Financial statements prepared under International Financial Reporting Standards are also provided quarterly.
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    2005  2004

Property revenue    $ 9,486,394 $ 9,417,553
Gain on sale of portfolio investment     107,521
Interest income        184,690    23,436
Foreign exchange gain             37,910

    9,778,605  9,478,899

Interest on mortgages and mortgage bonds     4,106,768   3,688,229
Interest recovery (Note 25e)       (677,416)
Property operating expenses       3,349,686   3,108,911
Depreciation and amortization      1,107,839   1,014,775
General and administrative      932,949   656,471
Foreign exchange loss      88,855
Interest on notes payable       24,933

     8,908,681  8,493,319

Earnings before income taxes     869,924  985,580

Income taxes (Note 15)     423,173  326,716

Net earnings    $ 446,751 $ 658,864

Earnings per share (Note 18) 

Basic   $0.01 $0.01
Diluted   $0.01 $0.01

    2005  2004

Retained earnings, beginning of period  $ 5,326,643 $ 6,232,823

Premium on share redemption     (169,274)

Dividends   (4,774,826)

Net earnings    446,751  658,864

Retained earnings, end of period (Note 14)  $ 998,568 $ 6,722,413

CONSOLIDATED INTERIM
STATEMENT OF EARNINGS
CONSOLIDATED INTERIM
STATEMENT OF EARNINGS
Three Months Ended March 31 (Unaudited)

Three Months Ended March 31 (Unaudited)

CONSOLIDATED INTERIM STATEMENT  
OF RETAINED EARNINGS
CONSOLIDATED INTERIM STATEMENT  
OF RETAINED EARNINGS

See accompanying notes to these consolidated interim financial statements prepared under Canadian GAAP
Financial statements prepared under International Financial Reporting Standards are also provided quarterly.
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Three Months Ended March 31 (Unaudited)

    2005  2004

Cash obtained from (used for)
Operating activities
Net earnings  $ 446,751 $ 658,864
Items not affecting cash:

Gain on sale of portfolio investment  (107,521)
Depreciation and amortization  1,107,839  1,014,775
Deferred rental receipts  (178,923)  (136,456)
Future income taxes  313,173  186,716
Foreign exchange loss (gain)  88,855  (37,910)

Funds from operations  1,670,174  1,685,989

Change in non-cash working capital
 Receivables  516,515  292,608
 Prepaids  210,156  13,612
 Accounts payable  (378,927)  (267,899)
 Deferred charges  (1,199,935)  (226,675)
 Security deposits and prepaid rents  131,178  (32,392)

Net cash from operating activities  949,161  1,465,243

Investing activities
Investment in investment properties  (16,698,104)  (22,096,667)
Proceeds on sale of portfolio investment  3,033,811
Purchase of portfolio investments  (3,133,212)  

Net cash used in investing activities  (16,797,505)  (22,096,667)

Financing activities
     Increase in demand loans payable  1,375,000  8,877,253
     Decrease in mortgages payable  (2,138,397)  (700,952)
     Increase in mortgages payable for new debt  2,264,800  11,300,000
     Proceeds from mortgage bonds  2,911,621
     Redemption of common shares    (180,869)
     Premium on redemption    (169,274)
     Issue of  common shares  7,827,980

Dividends paid  (683,932)  

Net cash from financing activities  11,557,072  19,126,158

Decrease in cash and cash equivalents  (4,291,272)  (1,505,266)

Cash and cash equivalents, beginning of period  41,722,293  3,213,381

Cash and cash equivalents, end of period (Note 6) $ 37,431,021 $ 1,708,115

Supplemental cash flow information (Note 21)

CONSOLIDATED INTERIM
STATEMENT OF CASH FLOWS

CONSOLIDATED INTERIM
STATEMENT OF CASH FLOWS

See accompanying notes to these consolidated interim financial statements prepared under Canadian GAAP
Financial statements prepared under International Financial Reporting Standards are also provided quarterly.



H O M B U R G  I n v e s t  I n c .      1 2

1.  Basis of financial statement presentation

These financial statements have been prepared under Canadian Generally Accepted Accounting Principles (“Canadian 
GAAP”). As Homburg Invest Inc. (“the Company”) has a significant number of European shareholders who normally 
receive financial statements prepared under International Financial Reporting Standards (“IFRS”), the Company has 
also prepared a separate set of financial statements under IFRS. The most significant differences between Canadian 
GAAP and IFRS statements are the IFRS financial statements have recorded the investment property and investments 
at fair market value, depreciation has not been recorded on the investment property and deferred charges have been 
written off.

2. Nature of operations

Homburg Invest Inc. a corporation incorporated under the laws of Alberta, Canada, is listed on Toronto Stock Exchange 
(“TSX”).  Pursuant to the reorganization of share capital outlined in Notes 14 a) and 25 a), the Class A subordinate 
voting shares trade under the symbol “HII.SV.A”, and the Class B multiple voting shares trade as “HII.MV.B” effective 
April 11, 2005.
The principal place of business is 1741 Brunswick Street, Suite 600, Halifax, Nova Scotia, Canada.
The Company and its subsidiaries hold commercial and residential real estate interests located in Nova Scotia, 
New Brunswick, Prince Edward Island, Newfoundland, Quebec, Ontario, Alberta and British Columbia, Canada and 
Colorado, Texas and Washington State in the United States of America.

3.  Summary of significant accounting policies

a) General and consolidation

The consolidated financial statements are prepared in accordance with Canadian generally accepted accounting 
principles. The Company’s accounting policies and its financial disclosures are in accordance with the 
recommendations of the Canadian Institute of Chartered Accountants (CICA). 

These consolidated financial statements include the accounts of the Company’s wholly owned subsidiaries 
Homburg ShareCo Inc., Homburg Invest (USA) Limited, and Homburg (US) Incorporated, which are Canadian 
companies incorporated in the Province of Nova Scotia, and Homburg Holdings (US) Inc., which is incorporated in 
the State of Colorado.

In addition the Company’s forty-four wholly owned limited partnerships and seven partially owned limited 
partnerships, which operate commercial and residential rental properties, are accounted for using proportionate 
consolidation.

b) Properties

i) Investment properties held are carried at the lower of cost less accumulated depreciation and fair market value. 
Depreciation on buildings is provided on the straight line basis over the estimated remaining useful lives of the 
properties to a maximum of 60 years. Depreciation is determined with reference to each rental property’s carried 
value, remaining estimated useful life and residual value. 
Tenant improvements subsequent to the initial tenant improvements are deferred and amortized over the lives of 
the leases to which they relate.
Pavement and equipment are depreciated using the declining balance method at the rate of 8% and 20% 
respectively.

ii) Development properties consist of properties which are under construction or in a major repositioning program.  
These properties are recorded at the lower of cost, including pre-development expenditures and fair market value.

iii) For investment properties, an impairment loss is recognized when a property’s carrying value exceeds its 
undiscounted future net cash flow. Properties are reviewed for impairment whenever events or changes in 
circumstances indicate the carrying value may not be recoverable. The impairment is measured as the amount 
by which the carrying value exceeds the estimated fair value. Projections of future cashflow take into account the 
specific business plan for each property and management’s best estimate of the most probable set of economic 
conditions anticipated to prevail in the market.

NOTES TO CANADIAN GAAP CONSOLIDATED  
INTERIM FINANCIAL STATEMENTS
NOTES TO CANADIAN GAAP CONSOLIDATED  
INTERIM FINANCIAL STATEMENTS
March 31, 2005 and 2004 (Unaudited)
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3.  Summary of significant accounting policies (cont.)

c) Capitalization of costs

i)  The Company capitalizes investment property acquisition costs incurred at the time of purchase.

ii)  The Company capitalizes costs as part of development properties, including all expenditures incurred in 
connection with the acquisition, development, construction, and initial predetermined leasing period.  These 
expenditures, consist of all direct costs including interest on debt that is directly related to these assets.  
Income relating directly to development properties during the development period is treated as a reduction 
of capitalized costs.

d) Revenue recognition

Revenue from development property is recognized upon the earlier of attaining a break-even point in cashflow 
after debt-servicing, the expiration of a reasonable period of time following substantial completion, or the 
attainment of substantial operations.  Prior to this, the property is classified as a property under construction, 
and any revenue is applied to reduce development costs.

Management has determined that all of the Company’s leases with its various tenants are operating leases.  
Minimum rents are recognized on a straight-line basis over the terms of the related leases.  The excess of 
rents recognized over amounts contractually due is included in deferred rental receipts on the Company’s 
balance sheet.  The leases also typically provide for tenant reimbursements of common area maintenance, 
real estate taxes and other operating expenses, which are recognized as income in the period earned.

Gains and losses from the sale of properties are recorded when the collection of the sale proceeds is 
reasonably assured, and all other significant conditions are met.  Properties which have been sold, but for 
which these criteria have not been satisfied are included in Investment Properties held for sale. There were 
no such properties at March  31, 2005 or December 31, 2004.

e) Income taxes

The Company follows the tax liability method for determining income taxes. Under this method, future tax 
assets and liabilities are determined according to differences between their respective carrying amounts 
and tax bases. Future tax assets and liabilities are measured based on enacted or substantively enacted 
tax rates and laws at the date of the financial statements for the years in which these temporary differences 
are expected to reverse. Adjustments to these balances are recognized in earnings as they occur.

f) Deferred charges

The Company follows a policy of capitalizing the costs associated with leasing commissions and obtaining 
long term financing.  These costs are being amortized on a straight line basis over the life of the related debt 
or lease.

g) Cash and cash equivalents

Cash and cash equivalents include cash on hand and balances with banks, net of bank overdrafts and highly 
liquid temporary money market instruments with original maturities of three months or less and includes 
funds held in trust for residential tenants.  Bank borrowings are considered to be financing activities.

h) Foreign currency
Operations outside of Canada are considered to be self-sustaining and use their primary currency for 
recording substantially all transactions.  The accounts of self-sustaining foreign subsidiaries are translated 
using the current rate method, whereby assets and liabilities are translated at period-end exchange rates 
while revenues and expenses are converted using average quarterly translation rates.  Gains and losses 
arising on translation of these subsidiaries are deferred and included in the cumulative foreign currency 
translation account within shareholders’ equity.

i) Stock options and contributed surplus

The Company has a stock-based compensation plan which is described in Note 14e).  The Company 
accounts for its grant under this plan in accordance with the fair value-based method of accounting for 
stock-based compensation.  The compensation cost that has been charged against income in the first three 
months of 2005  was Nil as no stock options were granted in the period (March 31, 2004 - NIL). 
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3.  Summary of significant accounting policies (cont.)

j) Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of the revenues and expenses during the reporting period.  Actual results could differ from those estimates.

k) Portfolio investments
Portfolio investments are carried at the lower of cost and market value. As at March 31, 2005, the fair value of 
portfolio investments approximates their carrying value.

4.  Change in accounting policy
Variable interest entities
The CICA has issued guidance on accounting for variable interest entities, titled Accounting Guideline 15, 
Consolidation of Variable Interest Entities. The Company has adopted the Accounting Guideline, effective 
January 1, 2005. The Accounting Guideline provides guidance on consolidation and disclosure of variable 
interest entities. The Company has assessed the impact of the Accounting Guideline, and determined that it is 
not the primary beneficiary of any variable interest entities.

5.  Investment properties  
   March 31  December 31
   2005  2004
    (Audited)
  Accumulated Net Book  Accumulated Net Book
 Cost Depreciation Value Cost Depreciation Value

Land $ 44,346,535 $  $ 44,346,535 $ 44,346,535 $  $ 44,346,535
Buildings   206,291,229  6,300,524  199,990,705  205,679,305  5,543,205  200,136,100
Equipment         433,645  178,982  254,663  418,103  171,075  247,028
Paving  1,801,469  281,975  1,519,494  1,801,469  233,223  1,568,246
Tenant
 improvements  6,385,465  3,272,972  3,112,493  6,093,433  3,074,557  3,018,876
Land held for
 future 
 development  22,393,810    22,393,810  7,438,635    7,438,635
Property under
  construction  26,011,996    26,011,996  25,188,565    25,188,565

  $ 307,664,149 $ 10,034,453 $ 297,629,696 $ 290,966,045 $ 9,022,060 $ 281,943,985

In the first three months of 2005 investment properties were acquired at an aggregate cost of $16,698,104.  
The acquisitions were financed by cash.

In 2004 investment properties were acquired at an aggregate cost of $38,343,645. The acquisitions were 
financed by the assumption of $482,801 in debt, new debt totaling $12,800,000, the issue of $250,000 in 
common stock and cash of $24,810,844.

The Company is completing leasehold improvements of a 124,500 square foot office building in Calgary, 
Alberta scheduled for substantial operations in June 2005 and a 14,700 square foot retail property in Kentville, 
Nova Scotia, scheduled for completion in April 2005.  In the first three months of 2005, the Company expended 
$823,431 (December 31, 2004 - $7,729,109) on construction, of which $550,206 (December 31, 2004 
- $1,659,278) was capitalized borrowing costs.

In the first three months of 2005, the Company capitalized acquisition, development and related costs of 
$14,955,175 (December 31, 2004 - $7,438,635) of which $ 493,214 (December 31, 2004 - $NIL) was interest 
capitalized to its land held for future development.

NOTES TO CANADIAN GAAP CONSOLIDATED  
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6. Cash and cash equivalents  March 31  December 31
     2005  2004
     (Audited)
 Cash $ 36,446,024 $ 31,258,597
 Restricted cash  984,997  10,463,696 
  $ 37,431,021 $ 41,722,293 

Restricted cash includes deposits on real estate properties, refundable commitment fees and security deposits.

7. Receivables   March 31  December 31
   2005  2004
     (Audited)
 Trade receivables $ 1,794,191 $ 1,792,560
 Mortgage bond receivable  239,461  3,151,082
 Related party receivable (Note 17f)  1,145,636  1,663,782
  $ 3,179,288 $ 6,607,424

8. Long term investment

The Company holds 50,000 (2004 - 50,000) common shares of Cedar Shopping Centres, Inc. (“Cedar”) a real 
estate investment trust listed on the New York Stock Exchange (NYSE: CDR) at a cost of $1,086,172.  The 
market value of this investment at March 31, 2005 was $866,718 (December 31, 2004 - $861,432).

9.  Mortgages payable    March 31  December 31
  2005  2004
    (Audited)
Fixed rate mortgages, various maturities from 2005 to 2020,
weighted average interest rate of 6.98% as at March 31, 2005
(December 31, 2004  - 7.04%). As security for those mortgages,
the Company has pledged specific property, and an assignment
of specific rents receivable. $ 118,066,865 $ 117,940,462

Principal installments are payable as follows:

 Normal Principal Principal
 Installments Maturities Total

 2005 $ 4,433,781  $ 2,593,601  $ 7,027,382
 2006  4,229,293   1,790,431   6,019,724
 2007  3,700,979   11,000,648   14,701,627
 2008  3,535,126   9,317,987   12,853,113
 2009  3,627,975   1,514,738   5,142,713
 Subsequent years     72,322,306   72,322,306

  $ 19,527,154  $ 98,539,711  $ 118,066,865

Included in mortgages payable is USD $14,467,810 (CAD $17,611,665) of mortgage obligations (December 31, 
2004 USD $14,571,427 (CAD $17,555,655)) secured by US property.

10. Accounts payable  March 31  December 31
   2005  2004
     (Audited)

 Trade payables (Note 17e) $ 5,432,274 $ 5,609,141
 Income taxes payable  325,000  527,060
  $ 5,757,274 $ 6,136,201
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11. Mortgage bonds payable  March 31  December 31
  2005  2004
    (Audited)

HMB Series 1 Bonds $ 4,420,000 $ 4,420,000
HMB Series 1 Bonds  15,561,380  16,282,493
HMB Series 2 Bonds  47,130,000  49,314,000
HMB Series 4 Bonds  31,435,710  32,892,438
HMB Series 5 Bonds  31,435,710  32,892,438
 $ 129,982,800 $ 135,801,369

Bond Series Amount Issue Date Interest Rate Maturity Date

HMB1 CAD $  4,420,000 December 16, 2002 10% December 15, 2009
HMB1 EUR €  9,905,398 December 16, 2002 8.5% December 15, 2009
HMB2 EUR €30,000,000 April 26, 2003 7.5% April 25, 2010
HMB4 EUR €20,010,000 December 1, 2004 7.5% November 30, 2011
HMB5 EUR €20,010,000 December 31, 2004 7.5% December 31, 2011

All Bonds call for interest only payments until maturity and the interest is payable semi-annually in equal 
installments on June 30 and December 31 in each year.

The Company has entered into guarantee arrangements on all series of bonds to maturity,  with a company 
under the control of the Chairman and Chief Executive Officer.  Under the terms of the guarantee, the Company 
is protected from devaluation of the Canadian dollar against the Euro and has relinquished any appreciation 
rights which may arise on the future settlement of its Euro denominated Bonds.  The Bonds which are recorded 
at the prevailing exchange rate at March 31, 2005 reflect a decrease of $2,193,065 (December 31, 2004 increase 
of $3,625,504) in principal amount representing the increase in the Canadian dollar versus the Euro since the 
Bonds were issued.  This $2,193,065 decline (December 31, 2004 $3,625,504 increase) has been offset by the 
currency guarantee which has been recorded as a long term liability (December 31, 2004 - asset).  The final 
settlement of the currency guarantee asset or obligation will take place at the earlier of the retirement of the 
bonds or their scheduled maturity.  As a result of the guarantee, there is no earnings impact related to changes 
in currency value of the Bonds.

All Bonds are secured by a first or second charge over specific assets, and a corporate guarantee of the 
Company.

The Company has the option to redeem all Series of Bonds at their face amount anytime subsequent to the fifth 
anniversary of the issue of the Bonds.

Required principal repayment in the absence of any redemptions by the Company will be Nil for the next four 
years, and $20,702,493 in 2009.

12. Security deposits and prepaid rents  March 31  December 31
  2005  2004
    (Audited)

 Security deposits $ 78,372 $ 78,753
 Prepaid rents  1,178,555  1,046,996
  $ 1,256,927 $ 1,125,749
The security deposits are segregated in a trust account.

13. Demand loans payable March 31 December 31
 2005   2004
  (Audited)

Prime +1.25% Demand loan, secured by first charge 
  on specific assets and a guarantee from a corporation 
  controlled by the  Chairman and Chief Executive Officer. $ 1,375,000 $ 

March 31, 2005 and 2004 (Unaudited)
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14.  Shareholders’ equity March 31 December 31
 2005 2004
  (Audited)
 Share capital (a) $ 74,954,619  $ 63,035,745
 Cumulative currency translation adjustment (f)  (1,861,174)   (1,893,059)
 Retained earnings  998,568   5,326,643
  $ 74,092,013  $ 66,469,329

a) Share capital
The Company is authorized to issue an unlimited number of common shares, and Class A and B Preferred 
shares.  The Preferred shares may be issued from time to time in one or more series, each series comprising 
the number of shares, designations, rights, privileges, restrictions and conditions which the Board of Directors 
determines by resolution prior to issuance.  Preferred shares are non-voting and rank in priority to the 
common shares with respect to dividends and distribution upon dissolution.  No Preferred  shares have been 
issued.  The common shares carry one vote each and participate equally in the earnings of the Company, 
and the net assets of the Company upon dissolution.  Dividends are payable on the common shares as and 
when declared by the Board of Directors.

At the Annual General Meeting of Shareholders held April 1, 2005 a reorganization of share capital was 
approved by the majority of minority shareholders.  This reorganization will result in the division of the existing 
common shares into Class A subordinate voting shares with one vote each, and Class B multiple voting 
shares with twenty-five votes each.  For each existing two common shares, the shareholder will receive one 
Class A subordinate voting share, and one Class B multiple voting share.  Share capital provisions relating 
to the common shares were removed.

The Class A subordinate voting shares will be convertible into Class B multiple voting shares in certain limited 
circumstances involving offers made to all or substantially all holders of Class B multiple voting shares.

The new shares have been approved by TSX, and trading has been effective since April 11, 2005.

 The following table sets forth the particulars of the issued and outstanding shares of the Company:

      Number of       Stated
 Common Shares       Capital     
Issued and outstanding at December 31, 2003  46,376,683  $ 48,547,423

 Exercise of options  120,000   108,000
 Acquisitions (Note 5)  163,400   250,000
 Private placements (c)  8,333,332   12,000,000
 Dividend reinvestment plan  1,922,746   2,786,059
 Quarterly redemption of shares (b)  (462,607)   (485,737)
 Issue costs     (170,000)

Issued and outstanding at December 31, 2004  56,453,554   63,035,745
 Exercise of options  572,200   627,980
 Private placements (c)  2,659,575   7,500,000
 Dividend reinvestment plan  1,438,939   4,090,894
 Issue costs     (300,000)
Issued and outstanding at March 31, 2005  61,124,268  $ 74,954,619
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14.  Shareholders’ equity (cont.)

b) Quarterly redemption

In 2002, the Company implemented a quarterly redemption program to redeem 2% of the common shares 
annually, or .5% quarterly based on the intrinsic value of the shares, as determined by the International 
Financial Reporting Standards financial statements prepared separately.  This program was cancelled by 
the shareholders of the Company at its Annual General Meeting June 18, 2004.
 March 31 December 31

  2005   2004 
  (Audited)
 Shares Redemption  Shares Redemption
 Redeemed   Price   Redeemed   Price  
March NIL $  -   231,883  $ 1.51
June      230,724   1.53
      462,607

c) Private placements

In the first three months of 2005, the Company issued 2,659,575 common shares through a private placement 
at a price of $2.82 per share.

In 2004, the Company issued 8,333,332 common shares through two private placements at a price of $1.44 
per share.
1,388,888 common shares were issued to a Director for cash.  6,944,444 common shares were issued 
to  corporations controlled by the Chairman and Chief Executive Officer consisting of 3,472,222 common 
shares issued for cash, and 3,472,222 common shares issued to effect conversion of demand loans payable 
to equity.

d) Contributed surplus March 31 December 31
  2005 2004
   (Audited)
 Beginning of year $ NIL  $ 159,000
 Applied to share redemption     (159,000)
 End of year   $  NIL  $  NIL

e) Stock options

Under the Company’s Stock Option Plan, the Company may grant options to its directors and officers of the 
Company and employees of the management company up to 3,528,600 shares of common stock.  Under 
the plan, the exercise price of each option shall not be less than the closing market price of the common 
shares on TSX on the last trading day prior to the date of granting of the stock option and an option’s 
maximum term is 10 years.  Options are granted and vest at the discretion of the Board of Directors.

The Company follows the recommendations of section 3870 of the CICA Handbook concerning Stock 
Based Compensation and Other Payments wherein fair value of each option grant is estimated on the date 
of grant using the Black-Scholes or similar option pricing model. These models estimate fair value using 
various assumptions related to dividend yield, expected volatility, exercise price, current price of underlying 
stock, risk free interest rate and expected life of the options.



14. Shareholders’ equity (cont.)

A summary of the status of the Company’s Stock Option Plan as at March 31, 2005 and December 31, 2004 
and changes during the periods  ending on those dates is presented below.

 March 31 December 31
     2005         2004    
  (Audited)
 Shares Weighted-Average Shares Weighted-Average
   Exercise Price   Exercise Price
Outstanding at beginning of period  2,477,500 $ 1.16  2,755,500 $ 1.14
Granted   NIL    NIL
Exercised  (572,200) $ 1.10  (120,000) $ 0.90
Expired  NIL    (158,000) $ 0.90
Outstanding at end of period (Note 25b)  1,905,300 $ 1.18  2,477,500 $ 1.16

Number of Shares Date of  Expiration  Exercise
  Under Option Grant Date Price
 487,811 October 23, 2000 October 22, 2005 $ 1.10
 182,800 June 13, 2001 June 12, 2006 $ 0.90
 1,234,689 February 8, 2002 February 7, 2007 $ 1.26
 1,905,300

f) Cumulative currency translation adjustments

The cumulative currency translation adjustment represents the unrecognised exchange adjustment on the 
net assets of the Company’s subsidiaries that operate in the United States of America.  The change for the 
year reflects the impact of currency movements during the year on these net assets.
The rate of exchange in effect on March 31, 2005 was $1.00 USD = $1.22 CAD (March 31, 2004 - $1.31 
CAD).  The average rate of exchange for the first three months of 2005 was $1.00 USD = $1.23 CAD (2004 
- $1.32 CAD).
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15.  Income taxes

Income tax expense differs from the amounts which would be obtained by applying the current combined 
Canadian basic federal and provincial income tax rate to earnings before income taxes.  These differences 
result from the following items:
   
 March 31 March 31
 2005 2004

Earnings before income taxes $ 869,924 $ 985,580

Combined Canadian basic federal and provincial 
   income tax rate  36.00%  37.50%

Income taxes  $ 313,173 $ 369,592

Increase (decrease)  in income taxes resulting from:
                Large corporation tax  110,000  140,000
                Other - adjustment of cumulative future income
                tax rate from 38.12% to 37.50%    (182,876)

 $ 423,173 $ 326,716
Income taxes:
  Large corporation taxes $ 110,000 $ 140,000
  Future income taxes  313,173  186,716

 $ 423,173 $ 326,716

Future income taxes primarily represent temporary timing differences resulting from income tax versus 
accounting depreciation. The accumulated future income tax liability at March 31, 2005 was $13,386,202 
(December 31, 2004 - $13,073,029).

16. Financial instruments and risk management

Financial instruments

The Company does not acquire, hold or issue derivative financial instruments for trading purposes.

The Company holds the following long term financial instruments: mortgages, mortgage bonds payable, 
currency guarantee payable and deferred rental receipts.  The mortgages have a fair value of $124,441,700 
(December 31, 2004 - $123,068,207). The principal amount of the mortgage bonds issued during the year have 
been guaranteed against currency fluctuations until maturity of the bonds in 2009 and 2010. The fair market 
value of the mortgage bonds is  $138,881,888 (December 31, 2004 - $138,863,976). Deferred rental receipts 
and currency guarantee payable are not susceptible to independent fair value valuation. As such, valuation is 
carrying value.

The fair values of long term financial instruments are based upon discounted future cash flows using discount 
rates that reflect current market conditions for instruments with similar terms and risks.  Such fair value estimates 
are not necessarily indicative of the amounts the Company might pay or receive in actual market transactions.  
Potential taxes and other transaction costs have not been considered in estimating fair value, as management 
has determined these costs to be impractical to estimate.

The Company’s short-term financial instruments, comprising amounts receivable, cash and accounts payable 
and accrued liabilities, are carried at cost which, due to their short-term nature, approximates their fair value.
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16. Financial instruments and risk management (cont.)

Risk management

In the normal course of its business, the Company is exposed to a number of risks that can affect its operating 
performance.  These risks, and the actions taken to minimize them are discussed below.

a) Interest rate risk

The assets and liabilities of the Company have fixed and floating interest rate components resulting in an 
exposure to interest rate movements.  The Company has minimized its interest rate risk through a liability 
management policy.  The Company allocates the maturity of its debt over a period of approximately 15 
years.

b) Credit risk

The Company’s principal assets are commercial and residential buildings. Credit risk arises from the 
possibility that tenants may not fulfill their lease obligations.  The Company mitigates this credit risk by 
performing credit checks on prospective tenants and ensuring that its tenant mix is diversified.

In support of the currency guarantee the related party has arranged an arms length credit facility 
agreement.

c) Currency risk

Currency risk arises from debt or expenses denominated in US Dollars or Euro’s. The Company mitigates 
currency risk of debt denominated in Euro’s through a guarantee agreement (See note 11).  Currency risk for 
amounts denominated in US Dollars is mitigated by US Dollar revenue streams from property rentals.

17. Related party transactions

The Company is controlled by the Chairman and Chief Executive Officer through holding companies.

a) The Company has entered into agreements with companies commonly controlled by the Chairman and 
Chief Executive Officer to provide various services. A summary of the various revenues and expenses 
between related parties are as follows:  March 31  March 31

  2005  2004
 Rental revenue earned $ 60,805 $ 105,523
 Asset and construction management fees incurred $ 638,524 $ 505,034
 Property management fees incurred $ 340,790 $ 410,528
 Insurance incurred $ 76,720 $ 79,185
 Service fees incurred $ 53,256 $ 36,978
 Property acquisition fees incurred $ 251,875 $ 396,250
 Mortgage bond guarantee fees incurred $ 593,878 $ 138,000
 Interest recovery (Note 25e) $ (677,416) $ 
 Demand loan interest and fees accrued $  $ 51,013

The transactions are recorded at exchange amounts.

b) The Company has approved a resolution authorizing the property manager, a company commonly controlled 
by the Chairman and Chief Executive Officer, to operate trust accounts on its behalf as required to conduct 
business of the Company.

c) Professional services of approximately $66,250 (March 31, 2004 - $75,000) were purchased from a 
corporation of which one (March 31, 2004 - two) of the Companies directors is affiliated in 2005.

d) The Company has entered into a guarantee arrangement for the principal and interest amounts, of the 
Mortgage Bonds payable to maturity, with a company under the control of the Chairman and Chief Executive 
Officer, wherein it is protected against fluctuations in the Canadian dollar and the Euro.  The cost of this 
guarantee fee per annum until maturity is 1.5% on the Series 1 Bonds, 2.0% on the Series 2 Bonds, and 
1.6% on the Series 4 and Series 5 Bonds.
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17.  Related party transactions (cont.)

e) Included in accounts payable is a mortgage bond syndication fee of $NIL (December 31, 2004 - $1,315,698), 
mortgage bond guarantee fees of $593,878 (December 31, 2004 - $560,698) and management fees of 
$131,319 (December 31, 2004 - $35,200) payable to companies commonly controlled by the Chairman and 
Chief Executive Officer.

f)  The receivable of $1,145,636 (December 31, 2004 - $1,663,782) is from companies commonly controlled 
by the Chairman and Chief Executive Officer, which is non interest bearing and has no set terms of 
repayment. 

18.  Earnings per share
Net income per share has been calculated based on the weighted average number of shares outstanding as 
follows: March 31  March 31
 2005 2004

Basic  56,745,360   46,348,404
Diluted  57,714,220   46,687,900

The dilution of 968,860 shares (December 31, 2004 - 339,496) pertains to the exercise of options and the share 
buy back under the Treasury Method.

The dilutive effect of outstanding stock options on earnings per share is based on the application of treasury 
stock method. Under treasury stock method, the proceeds from the exercise of such securities are assumed to 
be used to purchase common shares.

19.  Commitments
a) The following is a schedule of the future minimum lease payments on several operating leases of a subsidiary 

company.

 2005  $ 118,145 
 2006 $ 117,331 
 2007 $ 100,730 
 2008 $ 67,961 
 2009 $ 38,591 

b) The Company and its subsidiaries have entered into various property management agreements, expiring 
between 2010 and 2012. (See Note 17a)

c) The Company has commitments for $4,000,000 pertaining to the new office building in Calgary, Alberta.

d) The Company entered into agreements to purchase three properties for development.  Two in Calgary, 
Alberta and one in Grande Prairie, Alberta for a total price of $39.5 million. These acquisitions are scheduled 
to close in 2005 through the payment of cash.

20.   Contingent liability

a) There are claims which the Company is involved with, arising out of the ordinary course of business operations. 
The Company’s management does not consider the exposure to such litigation to be material, although this 
cannot be predicted with certainty.

21. Supplemental cash flow information March 31  March 31
 2005 2004

Interest paid $ 3,688,362  $ 2,239,707

Capital and income taxes paid $ 428,438  $ 355,000
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22. Segmented Information

The Company owns a diverse portfolio of residential and commercial income-producing properties located in 
8 Canadian Provinces and 3 U.S. States.  The accounting policies used in the preparation of the segmented 
information are the same as those described for the Company in Note 3 - Accounting Policies.  The Company 
primarily evaluates operating performance based on net operating income.  As such, interest, depreciation 
and amortization, and general and administrative expenses have not been allocated to the segments.  All key 
decisions pertaining to these items are managed centrally.  The following provides a summary of key information 
of the Company’s residential and commercial operating segments:

Three Months Ended
  March 31,2005  Retail  Industrial  Office  Residential  Total

Property revenue $ 4,179,727 $ 769,234 $ 3,910,643 $ 626,790 $ 9,486,394
Operating expenses  1,268,538  113,318  1,686,725  281,105  3,349,686
 $ 2,911,189 $ 655,916 $ 2,223,918 $ 345,685 $ 6,136,708

Three Months Ended
 March 31, 2004  Retail  Industrial  Office  Residential  Total

Property revenue $ 3,879,012 $ 757,792 $ 4,174,276 $ 606,473 $ 9,417,553
Operating expenses  1,078,387  102,030  1,650,109  278,385  3,108,911
 $ 2,800,625 $ 655,762 $ 2,524,167 $ 328,088 $ 6,308,642

   CANADA     US

Three months ended
 March 31, 2005  West  Central  Atlantic    Total

Property revenue $ 2,438,692 $ 1,004,665 $ 4,672,628 $ 1,370,409 $ 9,486,394
Operating expenses  818,609  8,697  1,835,408  686,972  3,349,686
 $ 1,620,083 $ 995,968 $ 2,837,220 $ 683,437 $ 6,136,708

   CANADA     US
Three Months Ended
 March 31, 2004  West  Central  Atlantic    Total

Property revenue $ 2,552,038 $ 847,084 $ 4,566,457 $ 1,451,974 $ 9,417,553
Operating expenses  759,109  4,064  1,681,231  664,507  3,108,911
 $ 1,792,929 $ 843,020 $ 2,885,226 $ 787,467 $ 6,308,642

 March 31, 2005  Retail  Industrial  Office  Residential  Total

Investment properties $ 110,134,800 $ 26,673,001 $ 132,490,992 $ 28,330,903 $ 297,629,696
Mortgages payable $ 38,030,708 $ 13,306,839 $ 54,924,874 $ 11,804,444 $ 118,066,865
Mortgage bonds payable $ 48,888,361 $ 5,857,542 $ 2,374,787 $  $ 57,120,690

 December 31, 2004  Retail  Industrial  Office  Residential  Total
 (Audited)
Investment properties $ 110,192,760 $ 25,390,786 $ 124,620,909 $ 21,739,530 $ 281,943,985
Mortgages payable $ 38,393,409 $ 13,421,344 $ 54,274,434 $ 11,851,275 $ 117,940,462
Mortgage bonds payable $ 51,135,820 $ 6,068,936 $ 2,460,491 $  $ 59,665,247
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22. Segmented information (cont.)

   CANADA     US
 March 31, 2005  West  Central  Atlantic    Total

Investment properties $ 112,783,996 $ 34,458,432 $ 112,587,586 $ 37,799,682 $ 297,629,696
Mortgages payable $ 34,441,556 $ 6,467,973 $ 59,545,671 $ 17,611,665 $ 118,066,865
Mortgage bonds payable $ 80,003,323 $ 24,532,878 $ 25,446,599 $  $ 129,982,800

   CANADA     US
 December 31, 2004  West  Central  Atlantic    Total
 (Audited)
Investment properties $ 98,088,344 $ 34,569,654 $ 111,115,718 $ 38,170,269 $ 281,943,985
Mortgages payable $ 34,720,684 $ 6,540,120 $ 59,124,006 $ 17,555,652 $ 117,940,462
Mortgage bonds payable $ 83,608,259 $ 25,669,729 $ 26,523,381 $  $ 135,801,369

West - British Columbia, Alberta;   Central - Ontario, Quebec;   Atlantic - Nova Scotia, New Brunswick, Prince Edward Island, Newfoundland

At March 31, 2005 Mortgage bonds payable total $132.2 million inclusive of the currency guarantee payable 
of $2.2 million.  Of this amount approximately $36.4 million is cash on hand which is committed to fund future 
development projects. This cash is anticipated to be expended not later than quarter three. Approximately $38.7 
million of the mortgage bond proceeds have been invested in properties under/or for development in Western 
Canada.  The remaining $57.1 million is allocated to specific segments above.

At December 31, 2004 Mortgage bonds payable total $135.8 million.  Of this amount $76.1 million relates to 
properties under development and cash intended for acquisitions and development projects which will primarily 
be located in Canada West.  The remaining $59.7 million is allocated to specific segments above.

23.  Rental income under operating leases

The Company’s operations consist of leasing commercial and residential real estate.  The following is a schedule 
by years of minimum future rentals on noncancelable operating leases having initial terms in excess of one 
year:
  2005  $ 29,121,560 
  2006   25,367,675 
  2007   22,255,345 
  2008   19,879,938 
  2009   17,323,559 
  Thereafter   136,233,752 
    $ 250,181,829 
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24. Interest in joint ventures

The Company, at March 31, 2005, and December 31, 2004, owns a partial interest in seven limited 
partnerships.  The ownership percentages range from 5% to 55.55%. These partnerships operate commercial 
rental properties.
These financial statements reflect the Company’s share of the assets, liabilities revenue and expenses of the 
limited partnerships in accordance with the principle of proportionate consolidation as follows:
   March 31 December 31
   2005   2004
Assets   (Audited)
 Cash and cash equivalents $ 46,715 $ 142,684
 Receivables  149,026  98,421
 Prepaid and deferred charges  546,220  564,462
 Investment property  7,718,911  7,714,943
  $ 8,460,872 $ 8,520,510
Liabilities
 Accounts payable $ 113,998 $ 121,319
 Security deposits and prepaid rent  8,348  11,083
 Mortgages payable  5,041,990  4,114,238
  $ 5,164,336 $ 4,246,640

   March 31  March 31
Revenue  2005  2004

 Property revenue $ 371,321 $ 348,233
Expenses
 Property operating expenses $ 173,128 $ 170,138
 Mortgage interest  73,819  73,449
 Depreciation and amortization  31,960  24,420
  $ 278,907 $ 268,007
Cash flow
 Funds from operations $ 124,183 $ 121,231
 Net cash from operating activities $ 146,870 $ 14,043
 Net cash from financing activities $ (192,982) $ (7,517)
 Net cash from investing activities $ (33,431) $ (6,624)
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25. Subsequent events

a) Subsequent to period end, at its Annual General Meeting of Shareholders on April 1, 2005, the reorganization 
of share capital as outlined in Note 14 a) was approved.

b) Subsequent to period end, at its Annual General Meeting of Shareholder on April 1, 2005, the shareholders 
approved an increase in the Company’s Stock Option Plan to a maximum of 5,180,855 shares.  No new options 
were issued.

c) Subsequent to period end, the Company has announced the sale of Vintage Towers in Calgary, Alberta, for 
proceeds of $58,000,000.  This will result in a pre-tax gain on disposal to the Company of $16,000,000.

d) Subsequent to period end, the Company reached an agreement in principal, by way of Letter of Intent, to 
acquire a portfolio of real estate in Germany and The Netherlands. The portfolio consists of retail and distribution 
centres and the transaction includes the leaseback of the properties for terms of up to 20 years. The portfolio of 
real estate is to be acquired from a group of European investors.

The total acquisition cost of this portfolio will be approximately $510 million Canadian of which approximately 
$71 million will be raised by way of new shares to be issued, subject to Toronto Stock Exchange approval. Long 
term financing of approximately $374 million Canadian will be arranged through a consortium of European 
banks. Deferred income taxes in the transaction will amount to approximately $30 million Canadian the balance 
of the purchase price of $35 million Canadian will be paid in cash. The Company is presently conducting a full 
scale due diligence including appraisals and environmental assessments. The due diligence is scheduled to be 
completed no later than May 15, 2005 with a closing date expected to take place on or before May 31, 2005.

e) In December 2004, the Company raised $64.5 million through the issuance of mortgage bonds HMB4 and 
HMB5.  The purpose of these funds is to acquire real property for leasing and/or development.  To March 31, 
2005 approximately $28.0 million of the funds have been used to repay capital debt or acquire new assets and 
$36.5 is committed to the development of Homburg Springs, and the purchase of the Homburg Harris property 
and the Gateway to the North property in Calgary, Alberta.  These acquisitions are expected to close later this 
year once all conditions for closing are met by the vendors.  Under Canadian GAAP  all interest incurred on the 
unexpended  cash must be expensed in the period.  In the first quarter of 2005 this net expense amounted to 
$677,416.

On April 28, 2005, the Board of Directors of the Company entered into an indemnification agreement whereby 
the Asset Manager, a company commonly controlled by the Chairman and Chief Executive Officer agreed to 
reimburse the Company for net interest costs incurred related to mortgage bond borrowings prior to utilization 
of the proceeds for asset acquisition.  The agreement is retroactive to January 1, 2005.

26. Comparative figures

Certain of the comparative figures have been reclassified to conform to the financial statement presentation 
adopted for the current period.
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These consolidated financial statements are prepared in accordance with Canadian Generally Accepted 
Accounting Principles (“Canadian GAAP”).  Material differences between Canadian GAAP and International 
Financial Reporting Standards (“IFRS”) are described below.

  March 31 December 31
    2005   2004 
      (Audited)
   Shareholders   Net    Shareholders   Net
  Assets  Equity  Income   Assets  Equity  Income

Canadian GAAP $ 346,110,146 $ 74,092,013 $ 446,751 $ 340,546,139 $ 66,469,329 $ 2,419,894
Property (1)   54,386,126  50,923,236  3,597,514  51,093,035  48,433,561  26,059,883
Deferred charges (2)  (5,026,793)  (1,142,814)  (1,142,814)  (3,979,274)  (909,431)  (909,431)
Future income tax (3)    (10,881,330)  (569,399)    (10,099,971)  (4,608,619)
IFRS $ 395,469,479 $ 112,991,105 $ 2,332,052 $ 387,659,900 $ 103,893,488 $ 22,961,727

Earnings per share      $0.04      $0.46
Diluted earnings per share     $0.04      $0.46

(1) Under International Accounting Standards Pronouncement IAS-40, the real property assets of the Company 
may be valued at fair market value.  Reflecting the real property assets at fair market value results in the 
assets being increased by $54,386,126 (December 31, 2004 - $51,093,035), shareholders equity being 
increased by $50,923,236  (December 31, 2004 - $48,433,561) before considering the future income tax 
impact of the revaluation surplus. Earnings before income taxes increased by $3,597,514 (December 31, 
2004 - $26,059,883) through the elimination of the depreciation charges and the recognition of $2,489,675 
(December 31, 2004 - $22,950,531) of documented revaluation surplus for the period ended.   

(2) Under International Accounting Standards Pronouncement IAS-22, deferred charges relating to leasing fees 
and financing costs, except those related to new construction or acquisitions, are to be written off in the year 
incurred rather than being deferred and amortized over the period of the related lease or debt financing.  In 
the March 31, 2005 consolidated financial statements prepared under IFRS, deferred charges have been 
written off resulting in assets being reduced by $5,026,793 (December 31, 2004 - $3,979,274) in the current 
period, shareholders equity being reduced by $1,142,814 (December 31, 2004 - $909,431) and earnings 
before income taxes being reduced by $1,142,814 (December 31, 2004 - $909,431).

(3) Under International Accounting Standards Pronouncement IAS-12, future income tax provisions must be 
made to reflect the impact of the above noted adjustments on the income statement.  On the March  31, 
2005 consolidated financial statements equity has been reduced by $10,881,330 (December 31, 2004 
- $10,099,971) and earnings have been decreased by $569,399 (December 31, 2004 - $4,608,619)
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