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May 10, 2007

Dear Shareholder:

Enclosed you will find a copy of your Company’s unaudited first quarter financial statements filed 
under Canadian Generally Accepted Accounting Principles and Management’s Discussion and 
Analysis of Operations for the three months ended March 31, 2007. These are also available at www.
homburginvest.com .

The Company is pleased to report substantial increases in the year over year first quarter results 
which can be highlighted as follows:
Property  revenue increased 127.7% to $40.0 million
Net operating income increased 151.3% to $35.8 million
Funds from operations per share increased 62.5% to $0.13
Funds from operations increased 147.8% to $16.6 million

The Company expects to continue its present growth curve; with significant recently announced 
transactions such as: Alexis Nihon REIT; the SEB Bank sales leaseback transaction; the sale of 
$500 million of assets from its development pipeline for expected pre-tax profits of $150 million; 
and the recently announced joint ventures with Cedar Shopping Centers, Inc. The impact of these 
transactions will be positively reflected in net operating income and funds from operations beginning 
in the second quarter of 2007.

The Company also recently announced that the Board of Directors approved an increase in the semi-
annual dividend from $0.18 to $0.24 per share effective with the September 30, 2007 dividend. If and 
when declared, this second semi-annual dividend will result in an annualized dividend of $0.42 per 
share in 2007 and it is projected to be $0.48 pr share in 2008. Based on the Class A Subordinate 
Voting Shares closing price of $6.35 on May 10, 2007, the annualized dividend yield for the next 
twelve months would be 7.6%.

This represents the fifth increase in the semi-annual dividend rate since dividends commenced in 
September 2004. This dividend can be taken in cash, in new shares of the Company through our 
Dividend Reinvestment Plan, or in a combination of shares and cash. The decision to increase the 
payment of the second semi-annual dividend illustrates the faith that managment and the Board 
have in its strategic plan  which will allow the earnings to be realized through operations and sales 
of specific assets.

I trust you will find the enclosed informative.

Yours very truly,

“Signed”				  

Richard Homburg, Phzn., D. Comm.
Chairman and CEO
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The following should be read in conjunction with the consolidated financial statements and accompanying notes for the three 
months ended March 31, 2007 prepared under Canadian Generally Accepted Accounting Principles.

Date of MD&A
May 10, 2007

This discussion contains forward-looking statements concerning capital expenditures, cost reductions and operating and 
financial improvements.  Such statements are based on Homburg Invest Inc.’s management’s assumptions and beliefs 
in light of the information currently available to them.  These statements are subject to inherent uncertainties and risks, 
including, but not limited to: general business and economic conditions in the Company’s operating regions; pricing 
pressures and other competitive factors; results of the Company’s ongoing efforts to reduce costs; and the availability and 
terms of financing.  Consequently, actual results and events may vary significantly from those included in, contemplated or 
implied by such statements.  Homburg Invest Inc. assumes no obligation to update the information herein.

Overall Performance and Selected Interim Information
Homburg Invest Inc. (“Homburg Invest” or the “Company”) is a public real estate company owning 161 properties with a net 
book value of $2.0 billion and 12.0 million square feet of space as at March 31, 2007 in four main asset classes:  office, 
retail, industrial, and multi-family residential.  

Properties Owned
March 31, 2007

(Thousands, except for properties and units)
December 31, 2006

(Thousands, except for properties and units)
(Audited)

Property Type
No. of 

Buildings
Net Book 

Value
No. of 
Units

Gross
Square
Footage

No. of 
Buildings

Net Book 
Value

No. of 
Units

Gross
Square
Footage

Office 56 $1,165,756 4,773 52 $1,108,148 4,449
Retail 54 168,039 1,896 54 167,388 1,896

Residential 12 14,261 398 424 11 14,294 336 359

Industrial 23 404,901 4,894 23 406,465 5,130

SUB-TOTAL 145 1,752,957 398 11,987 140 1,696,295 336 11,834

Properties held 
for development 
(a)

7 93,374 6 93,501

Construction 
projects for 
resale (b)

9 198,973 8 163,633

TOTAL 161 $2,045,304 398 11,987 154 $1,953,429 336 11,834

a)	 Properties held for development – a 146 acre piece of land on the outskirts of Calgary, Alberta, that will be developed 
into single family and multi residential units; a parcel of land in Calgary that will be developed into a seven building office 
campus; a 140 acre parcel of land on the outskirts of Calgary, that will be developed into single family and multi residential 
units; a parcel of land in Calgary that will be developed into a condominium complex containing 214 units; a 184 acre parcel 
of land in Calgary that will be developed into commercial properties; a one third interest in a 5 acre parcel in Montreal, 
Quebec that will be redeveloped into office, retail and hotel space; and a 39 acre parcel of land in Calgary, Alberta that will 
be developed primarily into approximately 1,000 single family dwellings.

b)	 Construction projects for resale - a 106 unit condominium tower in Calgary, Alberta; a 44 unit high end condominium 
project in the Eau Claire area of Calgary, Alberta; a 161 unit residential complex in Grande Prairie, Alberta;  45 condominium 
units in downtown Charlottetown, Prince Edward Island;  a 75,000 square foot office tower; a prime commercial property in 
downtown Calgary, Alberta, that will be redeveloped into a 10 story office tower consisting of 230,000 square feet and a 20 
story office tower consisting of 400,000 square feet; a one third interest in a 140 unit condominium unit project in Montreal, 
Canada; and a parcel of land in Calgary that will be developed into a condominium complex containing 474 units.
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Results from Operations

Non-GAAP Financial Measures
The MD&A includes measures widely accepted within the real estate industry which are not defined by Canadian Generally 
Accepted Accounting Principles (“GAAP”). These measures include Net Operating Income (“NOI”) and Funds From 
Operations (“FFO”). These are not defined measures calculated in accordance with GAAP and may not be comparable to 
similar measures presented by other issuers. The Company considers these amounts to be measures of operating and 
financial performance.

a)	 Net Operating Income is calculated as Property Revenue less Property Operating Expenses.

b)	 Funds From Operations is presented in accordance with the recommendation of the Real Property Association of 
Canada (“REALPAC”). The Company has amended its method of calculation of FFO to conform to the REALPAC definition 
and has restated all prior FFO balances and per share amounts.

The following table reconciles GAAP net earnings to FFO for the first three months of 2007 and 2006:

			   3 Months			  3 Months
			   Ended			  Ended
			   March 31			  March 31
			   2007			  2006

Net earnings	 $   	  8,602		 $   	 8,443
Add (deduct):
Gain on sale of assets		  (376	)		  (7,798	)
Depreciation and amortization		   7,041          		  3,338           
Future and capital income taxes		  1,459               	  	 2,712
Foreign exchange gain	 	 (138)		 	 		  

Funds From Operations (FFO)	 $    	 16,588		 $   	 6,695

The financial information is being provided under National Instrument 51-102 Continuous Disclosure Obligations.  The 
annual information for the last three years and the quarterly information for the last eight quarters are being provided.  Each 
quarter’s results reflect the continued growth of the Company’s property portfolio.  The most significant transactions in the 
three year period were the acquisition of 11 properties in Germany and The Netherlands June 1, 2005, for costs of $487.7 
million; the acquisition of 12 buildings, May 1, 2006 in Germany for $588.7 million and the acquisition of 4 buildings, June 
2006 in The Netherlands for $191.7 million.  These transactions have had a significant impact on the annual numbers for 
2005 and 2006, and the third and fourth quarters specifically.  The annual revenue stream for 2006, 2005 and 2004, and 
the quarterly operations for 2007 and 2006 as shown below reflect the significant growth in the property operations over 
the periods being provided. 

December 31
2006

December 31
2005

December 31
2004

 (Thousands, except for per share calculations)

Property revenue $116,742 $56,401 $37,414
Sale of properties developed for resale 45,968
Gain on sale of assets 8,775 14,334 532
Gain on derivative instrument 1,680 653
Other income 3,704 159 75
Total revenue $176,869 $71,547 $38,021

Net operating income $103,113 $42,880 $24,426

Net earnings $22,962 $14,578 $2,420
Earnings per share	 - basic $0.22 $0.19 $0.05
	 - diluted $0.21 $0.19 $0.05

Funds from operations $36,706 $12,627 $7,583
Funds from operations per share	 - basic $0.36 $0.17 $0.15
	 - diluted $0.33 $0.17 $0.15

Total assets $2,197,512 $946,497 $340,547

Total long term financial liabilities $1,645,911 $680,391 $253,742

Cash dividend declared per share $0.30 $0.20 $0.06
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3 Months
Ended

March 31
2007

3 Months
Ended

December 31
2006

3 Months
Ended

September 30
2006

3 Months
Ended

June 30
2006

 (Thousands, except for per share calculations)

Property revenue $40,036 $36,922 $37,697 $24,538
Gain on sale of  assets 376 121 856
Sale of properties developed for resale 15,948 36,815 4,931 4,222
Gain (loss) on derivative instrument 757 (196) (736) 942
Dividend income and distributions 1,969 (65) 2
Other income (expense) 3,510 (613) 1,420 756
Total revenue $62,596 $72,984 $44,168 $30,460

Net operating income $35,820 $33,479 $33,780 $21,599

Net earnings $8,602 $5,494 $5,679 $3,346
Earnings per share 	- basic $0.07 $0.05 $0.05 $0.04
	 - diluted $0.07 $0.04 $0.05 $0.03

Funds from operations $16,588 $11,624 $9,356 $9,030
Funds from operations per share	 - basic $0.13 $0.10 $0.08 $0.10
                              - diluted $0.13 $0.09 $0.08 $0.09

Total assets $2,361,435 $2,197,512 $1,877,910 $1,932,808

Total long term financial liabilities $1,691,168 $1,645,911 $1,411,563 $1,326,212

Cash dividend declared per share $0.18 $NIL $0.18 $NIL

3 Months
Ended

March 31
2006

3 Months
Ended

December 31
2005

3 Months
Ended

September 30
2005

3 Months
Ended 

June 30
2005

 (Thousands, except for per share calculations)

Property revenue $17,585 $16,706 $17,355 $12,854
Gain on sale of assets 7,798 249 894 13,083
Gain on derivative instrument 1,670
Dividend income 1,375
Other income (expense) 829 1,122 444 (850)
Total revenue $29,257 $18,077 $18,693 $25,087

Net operating income $14,255 $13,378 $14,176 $9,189

Net earnings $8,443 $2,810 $1,698 $9,623
Earnings per share 	- basic $0.10 $0.03 $0.02 $0.14
	 - diluted $0.09 $0.03 $0.02 $0.14

Funds from operations $6,695 $5,856 $4,669 $153
Funds from operations per share	 - basic $0.08 $0.07 $0.06 $0.00
	 - diluted $0.07 $0.07 $0.05 $0.00

Total assets $1,041,047 $946,497 $860,492 $788,182

Total long term financial liabilities $731,008 $680,391 $655,118 $577,353

Cash dividend declared per common share $0.12 $NIL $0.12 $NIL

Net earnings for the first quarter of 2007 were $8.6 million or $0.07 per share compared to net earnings of $8.4 million in 
the first quarter of 2006 or $0.10 per share.  The significant highlights of the changes from 2006 are: the property revenue 
increased to $40.0 million from $17.6 million; the Company realized a $2.4 (2006 - $NIL) million profit from the sale of 
properties developed for resale; gain on sale of assets decreased to $376 thousand from $7.8 million; and interest expense 
increased to $23.0 million from $8.9 million. The revenue stream increase from the significant growth in property assets in 
mid 2006 will continue to positively impact net earnings and funds from operations in 2007. 
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The segmented information related to each property classification is summarized below.  Revenue for purposes of this 
analysis includes rental revenue and tenant cost recoveries.  Net operating income has been calculated by deducting from 
property revenue the direct property operating expenses related thereto, and is exclusive of general and administrative 
expenses, depreciation and amortization, and interest on related debt.

Office Portfolio
3 Months

Ended
March 31

2007

3 Months
Ended

March  31
2006

			                       (Thousands)

Property revenue $25,608 $5,134
Net operating income $23,218 $3,538

Homburg Invest’s office portfolio consists of 56 (2006 – 31) small to medium sized office buildings in Canada, the United States, 
Germany and The Netherlands with a total area of 4.8 million square feet.  First quarter revenue was $25.6 million compared 
to $5.1 million in the same period of 2006 while net operating income was $23.2 million versus $3.5 million in 2006.  

Overall occupancy in the office portfolio was 99% at March 31, 2007 (96% - March 31, 2006).  

Retail Portfolio
3 Months

Ended
March 31

2007

3 Months
Ended

March  31
2006

			                      (Thousands)

Property revenue $5,521 $4,346
Net operating income $4,243 $3,099

Homburg Invest’s retail portfolio consists of 54 (2006 – 46) retail properties, including the Confederation Court Mall in 
Charlottetown, PEI, the Dartmouth Shopping Centre, Nova Scotia and seven big box Zellers locations across Canada, 
having total rentable square footage of 1.9 million square feet.  The retail rental revenue and net operating income for the 
first quarter on the properties held on March 31, 2007 have increased 27.0% and 36.9% respectively in the quarter over the 
same period in 2006.  Quarter over quarter revenue and net operating income in the retail portfolio have remained stable 
and strong.  

Overall occupancy in the retail portfolio was 98% at March 31, 2007 (97% - March 31, 2006).  

Residential Portfolio
3 Months

Ended
March 31

2007

3 Months
Ended 

March 31
2006

			                      (Thousands)

Property revenue $654 $624
Net operating income $336 $309

Homburg Invest’s residential portfolio is primarily located in Nova Scotia and New Brunswick and consists of 12 (2006 – 10) 
properties with 398 (2006 – 325) units as at March 31, 2007.  The residential portfolio revenue stream and net operating 
income remains stable.

Net operating income for the first quarter of 2007 was $336 thousand compared to $309 thousand in the same period in 
2006. 

The residential portfolio maintained a high overall average occupancy rate during 2007 and at March 31, 2007 the 
occupancy rate was 93% (96% - March 31, 2006).
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Industrial Portfolio
3 Months

Ended
March 31

2007

3 Months
Ended 

March 31
2006

			                           (Thousands)

Property revenue $8,253 $7,481
Net operating income $8,023 $7,309

Homburg Invest’s industrial portfolio consists of 23 (2006 – 21) industrial buildings located in Canada, the US, Germany 
and The Netherlands with a total area of 4.9 million square feet.  The Company’s industrial buildings generated $8.3 million 
total rental revenue in the first quarter of 2007 and $8.0 million in net operating income compared to $7.5 million total rental 
revenue in first quarter 2006 and $7.3 million in net operating income.  

Overall occupancy in the industrial portfolio was 99% at March 31, 2007 (99% - March 31, 2006).

Other Income
Total other income for the three months ended March 31, 2007 amounted to $6.6 million (2006- $11.7 million) of which $376 
thousand (2006 - $7.8 million) was the gain realized on the sale of properties during the quarter, $757 thousand (2006 - 
$1.7 million) was gained on our derivative instrument, $1.6 million (2006 - $1.4 million) in dividends from our investment in 
DIM Vastgoed NV, $361 thousand in distributions from Alexis Nihon REIT, $709 thousand (2006 - $600 thousand) in foreign 
exchange gain, $550 thousand (2006 - $200 thousand) in interest income and $2.2 million (2006 - $NIL) related to fair value 
adjustments on financial instruments. 

Properties Developed for Resale
The Company has continued to realize upon its development pipeline with sales in Grande Prairie and Edmonton, Alberta 
of $15.9 million for the three months ended March 31, 2007.  The related cost of units sold was $13.5 million.

Interest Expense
Interest expense for the first quarter was $23.0 million in 2007, compared to $8.9 million in the same period in 2006, an 
increase of $14.1 million reflecting the significant increase in our property portfolio over the same period..    

The Company’s weighted average interest rate on long term debt increased to 5.751% from 5.713% at December 31, 2006.  
For the three months ended March 31, 2007, Homburg Invest had total interest coverage of 1.77 to 1 (March 31, 2006 – 2.77 
to 1) (total revenue less unrealized fair value adjustments, property operating expenses, cost of property sales and general 
and administrative expenses ÷ interest expense) and a debt to equity ratio of 5.08 to 1 (December 31, 2006 – 5.60 to 1) 
(long term debt, construction financing, long term payables and demand loans ÷ shareholders’ equity).

Depreciation and Amortization
Depreciation and amortization amounted to $7.8 million in the first quarter of 2007, an increase of $4.2 million over 2006’s 
first quarter charge of $3.6 million.  

General and Administrative
General and administrative expenses totalled $1.9 million in the first quarter of 2007 compared to $1.2 million in the same 
period of 2006.   This increase of $700 thousand is predominately the result of the growth in the asset base of investment 
properties.

Financial Condition
Assets
Total assets grew from $2.2 billion at December 31, 2006 to $2.4 billion at March 31, 2007.  The table below summarizes 
Homburg Invest’s asset base.  
	 March 31	 December 31
	 2007	 2006
	 (Millions) 	 (Millions)
		  (Audited)

Investment properties	 $	 1,753.0	 $	 1,696.3
Development properties	 292.3	 257.1
Cash and cash equivalents	 40.3	 66.7
Restricted cash	 45.7	 20.9
Intangible assets	 48.6	 47.0
Receivables and other	 37.4	 57.8
Long term investments	 140.4	 48.2
Currency guarantee receivable	 		  3.7	 	 3.5
	 $	 2,361.4	 $	 2,197.5
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Intangible Assets/Liabilities
The business combination accounting relating to the recording of the property acquisitions requires that the asset values be 
allocated to the physical assets acquired and intangible assets/liabilities resulting from an evaluation of the lease contracts 
compared to current market rental rates at the time of the acquisition.  In the first quarter of 2007 it was determined that 
$2.9 million (December 31, 2006 - $36.4 million) of the purchase price of various acquisitions related to above market 
rental contracts and $Nil (December 31, 2006 - $NIL) related to amounts below market rental contracts and are recorded 
as respective assets and liabilities which will be amortized over the term of the appropriate leases.

Receivables and other
Receivables consist of $9.6 million (December 31, 2006 - $10.9 million) in amounts due from tenants which arise from the 
normal course of operations, $3.3 million (December 31, 2006 - $7.4 million) on the sale of property developed for resale; 
$480 thousand (December 31, 2006 - $NIL) in distributions receivable;  and $1.2 million (December 31, 2006 - $1.4 million) 
due from the Government of Canada for GST rebates on development projects.  The remaining receivables and other at 
March 31, 2007 include: $NIL (December 31, 2006 – $4.5 million) in bond proceeds receivable; $3.1 million (December 31, 
2006 - $4.4 million) due from related parties; $13.9 million (December 31, 2006 - $10.5 million) in deferred rental receipts; 
$2.8 million (December 31, 2006 - $1.5 million) in prepaid expenses; deferred leasing costs of  $3.1 million (December 31, 
2006 - $3.2 million) and deferred financing costs of $NIL (December 31, 2006 - $14.0 million).

Long Term Investments
The long term investments are in Cedar Shopping Centers, Inc., a New York Stock Exchange listed REIT and represents 
approximately 0.2% (December 31, 2006- 0.2%) of the outstanding shares; DIM Vastgoed N.V., a Euronext Amsterdam 
listed company with properties in the southeastern United States; and, Alexis Nihon Real Estate Investment Trust (“Alexis 
Nihon”), a TSX listed REIT. Our investment in DIM allows the company to control approximately 24% (December 31, 2006 
- 24%) of the voting rights.  Mr. Homburg is a Director of Cedar Shopping Centers, Inc. Our investment in Alexis Nihon 
represented approximately 18% of the outstanding units at March 31, 2007 and subsequent to period end the Company 
acquired additional units of the REIT to increase our holdings to approximately 87% of the issued and outstanding units.
	
Capital Structure
The table below summarizes Homburg Invest’s capital structure.
	 March 31	 December 31
	 2007	 2006
	 (Millions)	 (Millions)
		  (Audited)

Long term debt	 $1,660.4	 75.5%	 $1,599.8	 78.7%
Construction financing		  91.2	 4.1%	 91.2	 4.5%
Non construction demand loan		  79.3	 3.6%	 25.0	 1.2%
Derivative instrument liability	 	 1.4	 0.1%	 	 2.2	 0.1%
		  1,832.3	 83.3%	 1,718.2	 84.5%

Shareholders’ equity	 	 366.4		  16.7%	 	 314.9	 	 15.5%
		  $2,198.7		  100.0%	 $	2,033.1		  100.0%

Long Term Debt
Mortgages payable on revenue producing properties increased by $38.2 million in the first quarter of 2007.  New borrowings 
and debt assumptions amounted to $44.1 million in the quarter while $5.9 million was applied to the mortgage debt as 
required under normal principal payments. 

Subsequent to the issuance of the Series 1, 2, 4, 5, 6 and 7 mortgage bonds, the Canadian dollar has weakened against the 
Euro to the extent of $3.7 million at March 31, 2007, up from $3.5 million as at December 31, 2006.  The final settlement of 
the currency 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.

Construction Financing
To March 31, 2007, the company had $91.2 million in construction financing outstanding relating to our development 
projects in Alberta outlined earlier.  This first mortgage secured financing will be replaced with conventional first mortgages 
upon completion of the applicable projects.

Derivative Instrument Liability
A property in Germany issued an interest swap derivative instrument on June 1, 2004.  At the time of acquisition by 
Homburg Invest Inc. in June 2005, interest rates in Germany decreased such that the fair market value of the debt related 
to the interest swap increased by EUR €3.0 million ($4.5 million).  This liability was recorded as a derivative instrument 
liability with an offsetting increase in the assets acquired.  For the three months ended March 31, 2007, there was a change 
in interest rates in Germany which resulted in a gain on the income statement of $757 thousand in the first quarter.  The 
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derivative instrument liability of $1.4 million at March 31, 2007 will be brought back into income over the remaining life of 
the fixed debt to October 2014.

Shareholders’ Equity
Homburg Invest’s shareholders’ equity increased from $314.9 million at December 31, 2006 to $366.4 million at March 
31, 2007.  During the first quarter of 2007, 13.6 million new shares were issued from treasury for net consideration to 
the Company of $71.6 million.  Of these amounts, 2.2 million shares and $14.3 million were as a result of the Company’s 
Dividend Reinvestment Plan; 3.0 million shares were issued related to property acquisitions for a value of $20.1 million; 6.5 
million shares were issued pursuant to a private placement and other share issues for proceeds of $33.2 million; and 2.0 
million shares were issued for the exercise of options yielding proceeds of $4.1 million to the Company and $75 thousand 
in issue costs related to these transactions were paid out.  Net earnings for the period amounted to $8.6 million.  

In the first quarter of 2007, semi-annual dividends of $0.18 per share were paid for total consideration of $23.3 million.  

The Company’s US operations, headquartered in Colorado Springs, Colorado and the European operations headquartered 
in Soest, The Netherlands, are considered to be self sustaining and they use the US dollar and Euro respectively 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 average annual translation rates.  Gains and losses resulting from the currency translations 
of the subsidiaries are deferred and included in accumulated other comprehensive income (loss) within shareholders’ equity.  
At March 31, 2007, this accumulated amount was $6.0 million, a decrease of $200 thousand from the accumulated amount 
of $6.2 million as at December 31, 2006.  

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, capital expenditures and dividends to shareholders.  Homburg Invest funds these 
requirements with new capital share issues, new bond issues and funds from operations; although in some cases 
expenditures and leasing costs are funded by the underlying mortgage or separate term debt.  Capital expenditures totalled 
$65.0 million in the first quarter of 2007.  These acquisitions were financed by new debt and other liabilities of $41.2 million 
and $23.8 million in new shares and working capital.

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 $ 1,660,372 $  67,967 $155,711 $106,989 $1,329,705
Capital lease 
obligations

$      NIL $      NIL $     NIL $    NIL $      NIL

Operating leases $      209 $      76 $     133 $    NIL $      NIL
Purchase obligations $  249,001 $  196,015 $  28,922 $    NIL $    24,064
Other long term 
obligations

$  111,801 $  28,015 $  83,786 $    NIL $      NIL

Total contractual 
obligations

$ 2,021,383 $  292,073 $268,552 $106,989 $1,353,769

The Company intends to make all normal principal repayments over the term of each debt instrument and to renew the 
mortgages at maturity under terms similar to those currently in place.

For the quarter ended March 31, 2007 funds from operations were $16.6 million. Homburg Invest believes that funds from 
operations and $25.8 million in credit lines available to it will be sufficient to fund near-term, nondiscretionary costs.  The 
Company has successfully raised $21.5 million, net of borrowing fees, through its Series 9 and Series 10 Bonds issued 
in the first quarter of 2007.  The Company intends to continue to use these funds for the development of the various 
development projects underway.  The Company continues to manage its capital resources to maximize its opportunities for 
growth.

At March 31, 2007, the Company had two secured acquisition loan facilities totalling $25.8 million available to it.  At period 
end, $1.1 million was outstanding against these lines.  Interest is charged at market competitive rates for demand loans.  
Included in the loan facilities is $15.0 million which is with a company controlled by the Chairman and Chief Executive 
Officer.

At the present time there are no commitments for capital expenditures for property acquisitions other than those disclosed 
in the subsequent event note to the financial statements.  These will be funded from the existing loan facilities, funds on 
hand and pending Bond proceeds.  The properties currently under development will be funded through bank construction 
loans and Homburg Bond proceeds.
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The Company, through its subsidiary Valbonne Real Estate 5 B.V., has entered into an option agreement to purchase the 
remaining 6.63% of MoTo Objekt Campeon GmbH and Co KG in the first quarter of 2012 for EUR €15.6 million ($24.1 
million).

Off-Balance Sheet Arrangements
The Company has no off-balance sheet arrangements.  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. A summary of the various revenues and expenses between related parties are as 
follows:
		  March 31			  March 31
		  2007			  2006
		  (Thousands	)		  (Thousands	)
Rental revenue earned	 $	 (103	)	 $	 (177	)
Asset and construction management fees incurred	 $	 2,508		 $	 1,446
Property management fees incurred	 $	 416		 $	 321
Insurance incurred	 $	 291		 $	 186
Service fees incurred	 $	 206		 $	 143
Property acquisition fees/disposal fees incurred	 $	 2,027		 $	 3,600
Mortgage bond guarantee fees incurred	 $	 925		 $	 925
Demand loan interest and fees accrued	 $	 NIL		 $	  83
Bond and other debt issue costs incurred	 $	 1,060		 $	 NIL

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 $51 thousand (March 31, 2006 ‑ $68 thousand) were purchased from a corporation 
of which one (March 31, 2006 – one) of the Company’s directors is affiliated.

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, Series 5, Series 6 and Series 7 Bonds.

e) Included in accounts payable are mortgage bond guarantee fees of $925 thousand (December 31, 2006 - $792 thousand) 
and management fees of $67 thousand (December 31, 2006 – $71 thousand) payable to companies commonly controlled 
by the Chairman and Chief Executive Officer, which are non-interest bearing and have no set terms of repayment.

f) The receivable $3.1 million (December 31, 2006 - $4.4 million) is from companies commonly controlled by the Chairman 
and Chief Executive Officer, which is non-interest bearing and has no set terms of repayment. 

g) The Company has borrowed construction financing in the amount of $NIL (December 31, 2006 - $4.4 million) from a 
company controlled by the Chairman and Chief Executive Officer. This loan was interest only at a rate of 8% per annum and 
has been repaid.

h)  A subsidiary of the Company has an indemnification agreement with a company controlled by the Chairman and Chief 
Executive Officer.  The indemnification agreement, in the amount of $3.3 million at March 31, 2007 (December 31, 2006 
- $3.1 million), calls for the full amount to be settled during the year.

i)  On February 1, 2007 the Company acquired an investment property from a company controlled by a member of the 
board of directors for $ 990 thousand.

j)	 In January 2007, the Company issued 6,368,164 Class A Subordinate Voting Shares at a price of $5.12 under a private 
placement to a company commonly controlled by the Chairman and Chief Executive Officer. The placement was subject to 
board and regulatory approval.

First Quarter 2007
The operating results for the March 2007 quarter, cash flows and financial position of the Company were consistent with the 
approved budget.  The first quarter results were previously described under the heading “Results from Operations”.  Five 
new properties were acquired totaling approximately $35.0 million in the first quarter.
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Proposed Transactions and Forward Looking Statements

Proposed Transactions
At March 31, 2007 the Company has six construction projects underway to which it has signed commitments of $37.4 
million.  These commitments will be funded from existing cash resources, construction financing and the proceeds from 
bond issues.  Management continues to investigate real estate transactions and these are brought forward to the Board of 
Directors if and when it is determined that they are accretive to shareholder value to proceed with such acquisition.

Forward Looking Statements
The Company has raised net proceeds of $21.5 million through bond issues in the first quarter of 2007.  As at March 31, 
2007, the full amount remained in cash and cash equivalents at period end.  It is the Company’s intention to invest these 
funds in investment properties and development opportunities. 

The Company is managing the funds to maximize its short term returns prior to redeployment of cash into new investment 
properties.  The final impact on cash flow related to the servicing of these borrowings is $NIL as the capitalized interest 
costs are funded from the borrowings and construction loans put in place to develop the properties.

Subsequent Events

a)  The Company is continuing the issuance of Series HB10 Bonds for maximum value of EUR €100.0 million ($154.1 
million) bearing an annual interest rate of 7.25% to be paid on a semi-annual basis. To March 31, 2007, EUR €7.8 million 
($12.0 million) had been issued. The Bond issue was approved by the Board of Directors and the Company has received 
regulatory approval. The proceeds from the issue will be used for general corporate purposes and for future acquisitions.

b)  The Company has entered into agreement to acquire an office building in the Netherlands for a purchase price of 
approximately EUR €36.6 million ($56.0 million). The transaction is expected to close in the second quarter of 2007 and will 
be financed with debt financing of approximately EUR €30.0 million ($46.0 million) with the balance payable in cash.

c)  The Company has entered into agreement to sell a construction property in Canada which is being developed for resale. 
The transaction is expected to close in the second quarter of 2007 with total proceeds of approximately $34.0 million, which 
is in excess of the carrying value of the property.

d)  The Company has acquired a total of 25,938,238 units of Alexis Nihon Real Estate Investment Trust (“Alexis Nihon”). 
The acquisition represents approximately 87% of the issued and outstanding units of the trust. The units were acquired for 
a total cost of approximately $482.0 million. The acquisition is being financed with an acquisition bridge loan plus cash of 
approximately $65.0 million. The Company has entered into an agreement to dispose of specific properties within Alexis 
Nihon, subject to the Company obtaining 100% ownership in Alexis Nihon. The disposition of the specific properties is 
expected to be completed in the second or third quarter of 2007; would result in a net cash inflow of approximately $300.0 
million after payout of applicable secured debt and taxes, which would be applied to reduce the balance of the acquisition 
bridge loan; and is secured by a deposit in trust of $17.1 million from the purchaser.

e)  The Company has entered into a joint venture agreement on the ownership of nine shopping centres located in the 
United States. Homburg will acquire an 80% interest in the joint venture, with the properties valued at approximately USD 
$170.0 million ($196.5 million). The acquisition, which is subject to board approval and due diligence, will be financed with 
approximately USD $107.0 million ($124.0 million) of existing debt and the balance in cash. The transaction is expected to 
close in the second or third quarter of 2007.

f)  The Company has entered into agreement to sell a construction property in Canada which is being developed. The 
transaction is expected to close in the second or third quarter of 2007 with total proceeds of approximately $377.0 million, 
which is in excess of the carrying value of the property. 

g)  The company has acquired an office building in the Netherlands for a total purchase price of EUR €9.3 million ($14.3 
million). The transaction was financed through the issuance of 284,210 Class A Subordinate Voting Shares,  valued at 
EUR€1,157 ($1,760); financing of EUR €7.5 million ($11.4 million); and the remainder in cash.

h)  The Company has entered into an agreement to acquire a portfolio of 63 properties located in Estonia, Latvia and 
Lithuania for a purchase price of approximately EUR €197.0 million ($304.0 million). The transaction is expected to close in 
the third quarter of 2007 with debt financing for up to 80% of the aggregate purchase price.

i) The Company has filed a preliminary short form prospectus for a public offering of approximately $200.0 million of 
subscription receipts, each representing the right to receive one Class A Subordinate Voting Share of the Company. The 
offering is subject to regulatory and stock exchange approval.

j) The Board of Directors has approved an increase in the semi-annual dividend to $0.24 per share commencing with the 
second semi-annual dividend in 2007.
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Critical Accounting Estimates

Cost Recoveries
As a real estate company, Homburg Invest Inc. for the most part is able to match its costs and revenues on a cash basis 
with accruals being made at each quarter and year end to ensure that the costs recorded match the revenue streams of the 
properties.  As most of the costs incurred on the commercial operations are cost recoveries from the tenants, the accounting 
systems of the Company are set up to provide the appropriate matching.  Accounting estimates are made in such areas as 
property tax accruals and insurance accruals which are readily determinable based on historical costs or current changes 
in the marketplace.  There are no cost estimates which are not reasonably determinable and therefore the Company is able 
to realistically report its accounting estimates.  

Depreciation
The Company utilizes the straight line method of calculating depreciation.  In order to arrive at the appropriate estimated 
remaining useful lives and residual values to be used, the Company consulted with outside experts familiar with the 
Company’s real estate portfolio.  

A significant increase or decrease in the annual depreciation charge resulting from a future change in the estimates would 
affect net income and earnings per share.

Actual future results from the operation and eventual disposition of properties may prove these estimates inaccurate.

Allowance for Doubtful Accounts
The outstanding receivables are reviewed and evaluated on a monthly basis.  The allowance for doubtful accounts is 
adjusted based on this review.  Historically the Company has not experienced significant credit losses.

These estimates result from the application of judgment and therefore are subject to uncertainty.  The Company monitors 
these estimates on a continual basis.

Financial Instruments and Other Instruments

Financial instruments

On January 1, 2007, the Company adopted new accounting standards as issued by the Canadian Institute of Chartered 
Accountants (“CICA”): Handbook Section 1530 “Comprehensive Income”; Section 3251 “Equity”; Section 3855 “Financial 
Instruments – Recognition and Measurement”; and Section 3865 “Hedges”. As required by the new standards, prior periods 
have not been restated and the effect of the new standards has been recorded as an adjustment to opening retained earnings 
(deficit) as of January 1, 2007. As a result of the adoption of the new standards, the amount previously recorded as foreign 
currency translation adjustment has been reclassified to accumulated other comprehensive income within shareholders’ 
equity and deferred financing costs, which were previously recorded and amortized over the term of the related debt, have 
been reclassified to the related debt and are measured at amortized cost using the effective interest method.

Section 1530 introduces comprehensive income, which consists of net earnings and other comprehensive income (“OCI”). 
For the Company, OCI currently consists of changes in the foreign currency translation amount and changes in the effective 
portion of hedging instruments related to the net investment in foreign self-sustaining operations. As a result of the adoption 
of this new standard, an adjustment of $6,177 was made to opening accumulated other comprehensive income. In addition, 
the change in the foreign currency translation adjustment for the three months ended March 31, 2007 of ($172) is included 
in OCI (three months ended March 31, 2006 - $2,487).

Section 3855 establishes the standards for recognizing and measuring financial assets, financial liabilities and derivatives. 
All financial instruments are required to be measured at fair value on initial recognition, with the exception of certain related 
party transactions. Measurement in subsequent periods depends on whether the financial instrument has been classified 
as held for trading, available for sale, held to maturity, loans and receivables, or other financial liabilities as these terms are 
defined by the standard. As a result of the transition requirements of this standard, opening retained earnings (deficit) has 
been restated by ($4,785) to reflect fair value adjustment of long term investments designated as held for trading (net of 
tax) and the change in amortization of deferred financing costs to the effective interest method. 

More detailed discussion and analysis on the adoption of these standards is included in Note 4 to the interim financial 
statements. 

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

Mortgages, bonds, currency guarantee receivable (payable), junior subordinated notes, long term payables and long term 
investments are the only long term financial instruments the Company holds.  The mortgages have a fair value of $1.2 billion 
(December 31, 2006 ‑ $1.2 billion). The principal amount of the mortgage bonds have been guaranteed against currency 
fluctuations until maturity. The fair value of all bonds is $403.8 million (December 31, 2006 ‑ $395.6 million).
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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 also not been considered in estimating fair value.

The Company’s short‑term financial instruments, comprising amounts receivable, cash, accounts payable and accrued 
liabilities, demand loans and security deposits are measured at cost which, due to their short term nature, approximates 
their fair value.

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 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 30 years. In addition, the Company has entered into interest 
rate swaps maturing in October 2014 in order to manage the impact of fluctuating interest rates on EUR €35.0 million of its 
long term debt. Due to a reduction of interest rates in The Netherlands and Germany during the period ended March 31, 
2007, the impact on the statement of earnings is revenue of $757 thousand (December 31, 2006 - $1.7 million).

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.

c) Currency risk
Currency risk arises from assets and liabilities denominated in US Dollars or Euros. The Company mitigates a portion 
of its currency risk on mortgage bonds denominated in Euros through a guarantee agreement.  The Company has also 
established internal hedging relationships between Euro-denominated net investments in foreign self-sustaining operations 
and Euro-denominated Bonds and Junior Subordinated Notes. At March 31, 2007, EUR €75.0 million (2006 - Nil) of the 
Company’s net investment was hedged with an equal amount of Euro-denominated debt.  The hedge is considered to be 
an effective hedge at March 31, 2007 and will be regularly reviewed to assess the continued effectiveness of the hedging 
relationship.  Currency risk for other amounts denominated in US Dollars and Euros is mitigated by US Dollar and Euro 
revenue and expense streams related to property rentals.  In support of the currency guarantee the related party has 
arranged an arms length credit facility agreement.

d) Concentration risk
The Company’s largest single tenant represents approximately 35% (December 31, 2006 - 28%) of property revenue for 
the period. The risk relates to the ability of the Company to replace this revenue stream on a timely basis while maintaining 
the related property costs. The Company mitigates this risk by entering into long term leases; reviewing financial stability 
of tenants; obtaining security or guarantees where appropriate; and geographic and industry segmentation of tenants. The 
Company also maintains their properties to a quality standard that would support timely re-leasing of a property.

e) Environmental risk
As owner and manager of real property, Homburg Invest is subject to various United States, European and Canadian 
federal, provincial, state and municipal laws relating to environmental matters.  These laws could hold the Company liable 
for the costs of removal and remediation of certain hazardous substances or wastes released or deposited on or in its 
properties or disposed of at other locations.  The failure to remove or remediate such substances, if any , could adversely 
affect the Company’s ability to sell its real estate or to borrow using real estate as collateral, and could potentially also result 
in claims or other proceedings against the Company.  Homburg Invest is not aware of any material non-compliance with 
environmental laws at any of its properties.  The Company is also not aware of any pending or threatened investigations 
or actions by environmental regulatory authorities in connection with any of its properties or any material pending or 
threatened claims relating to environmental conditions at its properties.  The Company has policies and procedures to 
review and monitor environmental exposure, and has made, and will continue to make, the necessary capital expenditures 
for compliance with environmental laws and regulations.  Environmental laws and regulations can change rapidly and the 
Company may become subject to more stringent environmental laws and regulations in the future.  Compliance with more 
stringent environmental laws and regulations could have an adverse effect on its business, financial condition or results of 
operation.

Other Requirements
(a)  Additional information relating to Homburg Invest, including our Annual Information Form (AIF) is on our website at www.
homburginvest.com and at SEDAR at www.sedar.com.
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(b)  National Instrument 51-102, Section 5.4 Disclosure of Outstanding Share Data.  As at March  31, 2007, Homburg Invest 
was authorized to issue an unlimited number of Class A Subordinate Voting Shares, an unlimited number of Class B Multiple 
Voting Shares and an unlimited number of Class A and B preferred shares, issuable in series, with rights and privileges to 
be determined upon issue.  On that date, 100,051,000 Class A Subordinate Voting Shares and 31,515,000 Class B Multiple 
Voting Shares were issued for a recorded value of $382.8 million.  Subsequent to period end, 284,210 Class A Subordinate 
Voting Share were issued as part of an acquisition of property.

2007 Outlook

Our 2006 outlook for 2007 was to focus on new property acquisitions through purchases of new assets.  Our objective was 
to grow our asset base by at least an additional $1.0 billion to surpass the $3.0 billion mark.  The Company with its recent 
announcements is on target to achieve this goal in 2007.  

In 2007 to 2009 the Company intends to commence development on the infrastructure of the Homburg Springs property 
acquired in 2004 and the Homburg Springs West property acquired in 2005 which will lead to the construction of up to 4,200 
homes and 350,000 square feet of commercial space over a 7 to 10 year period.  The total developed value of this project is 
anticipated to be $1.5 billion.  These and other properties, developed and to be developed, will directly enhance the earnings 
of the company and the returns to be paid to the shareholders.  It is always the company’s position that increased profits 
and values for properties should be paid out to our owners as it is their invested capital that allows the company to grow.  

In addition to its activities in Canada the Company continues to look at investment prospects in Europe and the United 
States to take advantage of opportunities that make themselves available in those much larger real estate markets.  With Mr. 
Homburg’s extensive experience in Europe with Uni-Invest N.V. and in the United States as a Director of Cedar Shopping 
Centers, Inc., the Board of Homburg Invest has modified its strategic planning approach to look at having its real estate in 
three market areas.  One-third will be in Canada, one-third in the United States and one-third in Europe.  Mr. Homburg’s 
broad knowledge in each of these marketplaces and his contacts within the investment communities will serve the Company 
well as we move to grow the asset base and profitability of the Company.

With the recently announced acquisition of Alexis Nihon, and the expected sale of assets to Cominar Real Estate Investment 
Trust, the Company will acquire net assets of approximately $450.0 million of quality investment properties in the second 
quarter of 2007.

Also expected to close in the second quarter of 2007 is the joint venture with Cedar Shopping Centers, Inc., valued at 
approximately $150.0 million to the Company.

These transactions will push the Company’s total assets to $3.0 billion, a 36% increase in the first six months of 2007.

In the third and fourth quarters of 2007, the Company will close on the recently announced acquisition of 63 buildings in the 
Baltic states of Latvia, Lithuania, and Estonia in the amount of $300.0 million from SEB Bank.

In conjunction with our on going development activities, primarily in Alberta, these accretive transactions through joint 
ventures, mergers and acquisitions, and sales leaseback portfolio acquisitions, clearly demonstrates the Company’s ability 
to realize value from multiple sources, and deliver shareholder value and growth.

The Company invests in real property for the long term, however, real estate is a commodity and the Company is evaluating 
each of its properties to determine if the optimum value of certain assets may be realized through a disposition.  The 
Company will monitor this and determine the most appropriate action to take over the coming year.  It would not be the 
Company’s intention to liquidate more than 5% of its real estate in any one period unless exceptional circumstances arose, 
except for properties developed for immediate resale purposes as stated above.

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., D. Comm.	 James F. Miles, CA
Chairman and CEO	 Vice President Finance and CFO
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		  March 31	 December 31
 		  2007	 2006
		  (Audited)
Assets

Investment properties (Note 6)  	 $	 1,752,957		 $		 1,696,295
Development properties (Note 7)	 	 292,347				   257,134
Long term investments (Note 11)  	 	 140,421				   48,190
Intangible assets (Note 9)	 	 48,603				   46,976
Restricted cash (Note 8)	 	 45,653				   20,892
Cash and cash equivalents 	 	 40,303				   66,743
Receivables and other (Note 10)	 	 37,465				   57,799
Currency guarantee receivable (Note 12)	 	 3,686		 		  3,483
	 $	 2,361,435		 $		 2,197,512

Liabilities

Long term debt (Note 12)  	 $	 1,645,014		 $		 1,599,780
Accounts payable and other liabilities (Note 14)	 	 202,812				   135,576
Construction financing  (Note 13)	 	 91,151				   91,201
Future income taxes (Note 16)	 	 53,941				   53,095
Derivative instrument liability (Note 17)	 	 1,423				   2,180
Intangible liabilities (Note 9)	 	 684		 		  732
	 	 1,995,025		 		  1,882,564

Shareholders’ Equity (Note 15)	 	 366,410		 		  314,948

	 $	 2,361,435		 $		 2,197,512

Commitments (Note 20)
Contingent liabilities (Note 25)
Indemnities (Note 26)
Subsequent events (Note 27)

Approved by the Board, May 10, 2007

 “Signed”		  		   “Signed”			 
Richard Homburg, Phzn., D. Comm. 		  Edward P. Ovsenny
Director						     Director

(Unaudited - Prepared by Management - CAD$ thousands except per share amounts)

See accompanying notes to these unaudited consolidated interim financial statements prepared under Canadian GAAP.
Financial statements prepared under International Financial Reporting Standards are also provided quarterly.
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		  2007			  2006

Property revenue	 $	 40,036		 $	 17,585
Sale of properties developed for resale		  15,948
Dividend income and distributions		  1,969			  1,375
Gain on fair value increase in investments		  2,252
Other income		  1,258			  829
Gain on derivative instrument		  757		 	 1,670
Gain on sale of assets 	 	 376		 	 7,798
	 	 62,596		 	 29,257

Interest on long term debt		  23,033			  8,949	
Cost of sale of properties developed for resale		  13,523
Depreciation and amortization		  7,811			  3,607
Property operating expenses 		  4,216			  3,330
General and administrative	 	 1,912		 	 1,162
	 	 50,495		 	 17,048

Earnings before income taxes		  12,101			  12,209

Income taxes (Note 16)	 	 3,499		 	 3,766

Net earnings	 $	 8,602		 $	 8,443

Earnings per share (Note 19) 

Basic 
     Class A Subordinate voting		  $  0.07			  $  0.10
     Class B Multiple voting		  $  0.07			  $  0.10

Diluted
     Class A Subordinate voting		  $  0.07			  $  0.09
     Class B Multiple voting		  $  0.07			  $  0.09

Consolidated interim
statement of earnings

Consolidated interim
statement of earnings

Three months ended March 31 (Unaudited - Prepared by Management - CAD $ thousands except per share amounts)

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



 			   2007			  2006

Net Income	 $	 8,602		 $	 8,443
Other comprehensive income (loss)
	 Unrealized foreign currency translation
	   gains and losses		  (66	)	 	 2,487
	 Gains and losses on financial instruments 
	   designated as hedges of self 
	   sustaining foreign operations	 	 (106	)	 	
Other comprehensive income (loss)	 	 (172	)	 	 2,487
Comprehensive income	 $	 8,430		 $	 10,930

			    2007			  2006

Accumulated other comprehensive income (loss), 
  beginning of period	 $	 6,177		 $	 (17,408	)
Other comprehensive income (loss)	 	 (172	)	 	 2,487
Accumulated other comprehensive income (loss),
  end of period	 $	 6,005		 $	 (14,921	)

			    2007		 	 2006

(Deficit) retained earnings, beginning of period

    As previously reported	 $	 (3,305	)	 $	 4,989

   Change in accounting policy (Note 3)	 	 (4,785	)	 	

(Deficit) retained earnings, as restated		  (8,090	)	 	 4,989

Net income		  8,602			  8,443

Dividends	 	 (23,291	)	 	 (10,667	)

(Deficit) retained earnings, end of period 	 $	 (22,779	)	 $	 2,765

Three months ended March 31 (Unaudited - Prepared by Management - CAD $ thousands except per share amounts)

Consolidated interim Statement of accumulated 
other comprehensive income (Loss)
Consolidated interim Statement of accumulated 
other comprehensive income (Loss)

See accompanying notes to these unaudited 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 - Prepared by Management - CAD $ thousands except per share amounts)

Consolidated interim Statement  
of comprehensive income
Consolidated interim Statement  
of comprehensive income

Consolidated interim Statement of  
(Deficit) Retained Earnings
Consolidated interim Statement of  
(Deficit) Retained Earnings
Three months ended March 31 (Unaudited - Prepared by Management - CAD $ thousands except per share amounts)
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		   	 2007			  2006

Cash obtained from (used for)

Operating activities
Net earnings	 $	 8,602		 $	 8,443
Items not affecting cash:

Gain on sale of assets		  (376	)		  (7,798	)
Gain on derivative instrument		  (757	)	 	 (1,670	)
Depreciation and amortization		  8,012			  3,607
Deferred rental income		  (3,327	)	 	 (208	)
Future and capital income taxes		  1,459			  2,712
Fair value change in financial instruments		  (2,252	)
Foreign exchange gain	 	 (138	)	 	

		  	 11,223			  5,086
Change in non‑cash working capital (Note 21)	 	 (1,309	)	 	 1,377

Net cash from operating activities	 	 9,914		 	 6,463

Investing activities
Investment in investment properties		  (5,936	)		  (44,855)
Proceeds on sale of investment properties		  1,090
Decrease (increase) in restricted cash 		  (24,761	)	 	 32,342
Receipt of funds on deposit       		  17,100
Purchase of long term investments    		  (96,443	)		  (7,640	)
Increase in intangibles		  			  (2,077	)
Proceeds on sale of development      
   properties		  			  43,538
Investment in development properties	 	 (29,236	)	 	 (82,882	)

Net cash used in investing activities       	 	 (138,186	)	 	 (61,574	)

Financing activities
Increase in demand loans		  54,467			  20,722
Decrease in mortgages payable       		  (5,905	)	 	 (9,627)
Increase in mortgages payable 		  			  32,704
Proceeds from bonds                      		  25,961			  112
Increase in deferred financing charges		  (1,641	)
Decrease in related party receivable	 	 1,278			  1,596
Issue of common shares                 		  36,744			  639
Dividends paid                                		  (9,022	)		  (2,973	)
Increase (decrease) in construction financing	 	 (50	)	 	 9,725

Net cash from financing activities           	 	 101,832		 	 52,898

Decrease in cash and cash equivalents		  (26,440	)		  (2,213	)
Cash and cash equivalents, beginning of period	 	 66,743		 	 34,185

Cash and cash equivalents, end of period	 $	 40,303		 $	 31,972

Supplemental cash flow information (Note 21)

Consolidated Interim Statement  
of Cash Flows

Consolidated Interim Statement  
of Cash Flows

Three months ended March 31 (Unaudited - Prepared by Management - CAD $ thousands except per share amounts)

See accompanying notes to these unaudited consolidated interim financial statements prepared under Canadian GAAP.
Financial statements prepared under International Financial Reporting Standards are also provided quarterly.
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March 31, 2007 (Unaudited - Prepared by Management)
(CAD $ Thousands except per share amounts)

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”) trades on the Euronext Amsterdam, the Company 
also prepares a separate set of consolidated financial statements under International Financial Reporting 
Standards (“IFRS”). The most significant financial differences between Canadian GAAP and IFRS statements 
are the IFRS financial statements have recorded the investment properties and development properties at fair 
value, depreciation has not been recorded on the investment properties and certain deferred charges have not 
been capitalized.

2. Nature of operations
Homburg Invest Inc., a corporation incorporated under the laws of Alberta, Canada, is listed on The Toronto 
Stock Exchange (“TSX”) and the Euronext Amsterdam (“AEX”).  The Class A Subordinate Voting Shares trade 
under the symbol “HII.A”, and the Class B Multiple Voting Shares trade as “HII.B” on the TSX and the Class A 
Subordinate Voting Shares trade under the symbol “HII” on the AEX.  
The principal place of business is 1741 Brunswick Street, Suite 600, Halifax, Nova Scotia, Canada.
The Company and its subsidiaries lease, build and sell commercial and residential real estate interests located 
in Canada, Germany, The Netherlands, and The United States of America.

3. Changes in accounting policies
Effective January 1, 2007, the Company adopted the Canadian Institute of Chartered Accountants (“CICA”) 
Handbook Section 1530 “Comprehensive Income”, Section 3251 “Equity”, Section 3855 “Financial Instruments 
‑ Recognition and Measurement”, and Section 3865 “Hedges”.  These standards have been adopted on a 
prospective basis; therefore prior periods have not been restated, except to reclassify the cumulative currency 
translation adjustment account balance as described under Comprehensive Income.
Comprehensive Income
The new standards introduce comprehensive income, consisting of net earnings and other comprehensive 
income (“OCI”). The main components of OCI for the Company are the change in the cumulative currency 
translation account related to self‑sustaining foreign operations and the offsetting impact of hedges of the net 
investment in self‑sustaining foreign operations.
The cumulative changes in OCI are included in the accumulated other comprehensive income (“AOCI”), which 
is shown as a separate category within shareholders’ equity. The accumulated balance previously shown in 
the cumulative currency translation adjustment account within shareholders’ equity is now included in AOCI. 
A statement of Accumulated Other Comprehensive Income is now included in the Company’s consolidated 
financial statements, providing the continuity of the AOCI balance.
The adoption of comprehensive income has been made in accordance with the transition provisions. The effect 
on the consolidated financial statements for the three months ended March 31, 2007 has been a reclassification 
of the March 31, 2007 cumulative currency translation adjustment balance of  $6,005 to AOCI (December 
31, 2006 ‑ $6,177; March 31, 2006 ‑ ($14,921)). In addition, the change in the cumulative foreign currency 
translation account for the three months ended March 31, 2007 of  ($172) (three months ended March 31, 2006 
‑ $2,487) is now included in the Statement of Comprehensive Income.
Equity
The standard establishes criteria for the presentation of, and changes in, the various components of equity 
during the reporting period. Retained earnings (deficit), AOCI, contributed surplus and share capital are 
presented separately as well a reconciliation of the change in each of these components during the reporting 
period.
Financial Instruments
The standard establishes the recognition and measurement criteria for financial assets, financial liabilities and 
derivatives. All financial instruments, other than certain related party transactions, are required to be measured 
at fair value on initial recognition. Transaction costs are expensed as incurred for financial instruments classified 
or designated as held for trading. Transaction costs for all other financial instruments are capitalized. Financial 
instruments are classified as either held for trading; available for sale; held to maturity; loans and receivables; 
or other financial liabilities as these terms are defined in the standard, and the classification determines the 
measurement of the financial instrument in subsequent periods. The Company has the ability to designate a 
financial asset or financial liability as held for trading upon initial recognition so long as: the fair value can be 
reliably measured; and, the instrument has not been transferred in a related party transaction in which it had 
not been classified as held for trading before the transaction.
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March 31, 2007 (Unaudited - Prepared by Management)
(CAD $ Thousands except per share amounts)

3. Changes in accounting policies (cont.)
Financial assets and financial liabilities classified as held for trading are measured at fair value with any change 
in fair values being recognized in net earnings. Financial assets classified as available for sale are measured 
at fair value with any change in fair values being recognized in OCI. Financial assets classified as either held 
to maturity or loans and receivables; or financial liabilities classified as other financial liabilities are measured 
at amortized cost using the effective interest method of amortization.
Derivative instruments are carried on the consolidated balance sheet at fair value. Changes in the fair value of 
derivative instruments are recognized in net earnings with the exception of derivatives designated as effective 
hedges of foreign currency exposure of a net investment in a foreign self‑sustaining operation which are 
recognized in OCI.
Cash and cash equivalents, restricted cash, trade receivables and related party receivables are designated as 
held for trading and measured at carrying value, which approximates fair value due to the short‑term nature of 
these instruments. Long term investments are designated as held for trading and are measured at fair value 
as determined by their respective quoted market price. Long term debt, demand loans, accounts payable and 
other liabilities and construction financing are designated as other liabilities.
The adoption of the financial instruments standard has been made in accordance with the transition provisions. 
The impact on the financial statements was to reclassify $17,491 of deferred financing costs to long term debt 
to capitalize the transaction costs within the same category as the related debt. In addition, opening (deficit) 
retained earnings at January 1, 2007 has been restated: (i) by ($5,870), less related income taxes of $999, to 
adjust the Company’s long term investments to fair value; and (ii) by $86 to recognize the effect of the change 
in amortization of deferred financing costs from a straight‑line basis over the term of the related debt to the 
effective interest method. 
Hedges
The standard establishes the criteria that must be satisfied in order for hedge accounting to be applied and the 
accounting for each of the permitted hedging strategies. Hedge accounting is discontinued prospectively when 
the derivative no longer qualifies as an effective hedge, or the derivative is terminated or sold, or upon the sale 
or termination of the hedged item.
The Company’s hedging of net investments in a self‑sustaining foreign operation is accounted for by recognizing 
the effective portion of foreign exchange gains or losses on the hedging instruments in OCI and the ineffective 
portion is recognized in net earnings. The amounts previously recognized in AOCI are recognized in earnings 
when there is a reduction in the hedged net investment as a result of a dilution or disposition of the net 
investment.

4.  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). 
For 2007 and 2006, 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; and Blackfoot Development Ltd., Homburg Harris 
Development Ltd., Citadel West Development Ltd., Churchill Estates Development Ltd., Inverness Estates 
Development Ltd., High River Development Ltd., CP Development Ltd., Homburg Kai Development Ltd.,  
Holland Gardens Development Ltd., North Calgary Land Ltd., and Castello Developments Ltd., which 
are Canadian companies incorporated in the Province of Alberta; and Homburg Holding (NETH) Beheer 
B.V. which is incorporated in The Netherlands. New wholly owned subsidiary, Homburg Acquisition Inc., a 
Canadian company incorporated in the Province of Alberta has been added during 2007.
In addition the Company’s eighty‑four (December 31, 2006 ‑ seventy‑five; March 31, 2006 ‑ sixty) wholly 
owned limited partnerships and eight (December 31, 2006 ‑ eight; March 31, 2006 ‑ seven) partially owned 
limited partnerships, which operate commercial and residential rental properties, are accounted for using 
consolidation or proportionate consolidation as appropriate. Fifteen (December 31, 2006 ‑ ten; March 31, 
2006 ‑ four) of these limited partnerships own corporate structures.
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4.  Summary of significant accounting policies (cont.)

b) Properties
i)	 Investment properties
	 Investment properties held are carried at the lower of cost less accumulated depreciation and fair 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 annual rate of 8% and 
20% respectively.

ii)	 Development properties
	 Development properties consist of properties which are under construction or in a major repositioning 

program.  These properties are recorded at the lower of cost and fair value.
iii) Construction properties being developed for resale
	 These properties are carried at the lower of cost and net realizable value. Net realizable value is the estimated 

selling price in the ordinary course of business less selling costs and costs to complete development.
iv)	 Impairment
	 For investment properties, an impairment loss is recognized when a property’s carrying value exceeds its 

fair value. 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.

c) Capitalization of costs
i) 	 The Company capitalizes investment property acquisition costs incurred at the time of purchase.
ii) 	For development properties, the Company capitalizes all direct expenditures incurred in connection with 

the acquisition, development, construction, and initial predetermined leasing period.  These expenditures 
consist of all direct costs and borrowing costs on debt directly attributable to a specific property, including 
borrowing costs incurred on the debt prior to the full utilization of the debt for the project. Borrowing costs 
are offset by any interest earned by the Company on borrowed funds prior to utilization. The development 
period commences when expenditures are being incurred and activities necessary to prepare the asset for 
its intended use are in progress. 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 predetermined 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 property revenue 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 respecting rights and ownership are met.  Properties 
which have been sold, but for which these criteria have not been satisfied are included in Properties held for 
resale. There were no such properties at March 31,  2007 or December 31, 2006.

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 the carrying amounts and tax 
bases of specific balance sheet items. 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.
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4.  Summary of significant accounting policies (cont.)

f) Deferred leasing costs

The Company follows a policy of capitalizing the costs associated with leasing commissions.  Deferred 
leasing costs are amortized on a straight‑line basis over the term of the related lease.

g) Deferred financing costs
Prior to January 1, 2007, external fees and costs incurred to obtain debt financing were deferred and 
amortized on a straight-line basis over the term of the respective indebtedness, or expensed in full in the 
event the property securing the indebtedness was sold or the indebtedness was discharged prior to its 
maturity. The unamortized balance was included in deferred financing costs. Pursuant to CICA Handbook 
sections 3855, effective January 1, 2007, financing costs are capitalized to the related asset or liability and 
are measured at amortized cost using the effective interest rate method.

h) 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.  Bank 
borrowings are considered to be financing activities.

i) 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 exchange rates.  Gains and losses arising on 
translation of these subsidiaries are included in other comprehensive income within shareholders’ equity.

j) Stock options and contributed surplus

The Company has a stock‑based compensation plan which is described in Note  15 e).  The Company 
accounts for its grant under this plan in accordance with the fair value‑based method of accounting for 
stock‑based compensation.  There has been no compensation cost charged against income in the 2007 or 
2006.   

k) 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.

l) Long term investments

Long term investments are classified as held for trading and measured at fair value. Any change in fair value 
during the period is included in the determination of net earnings for the period. 

m) Amortization of intangibles

The values of the above‑market and below‑market leases are amortized to expense on a straight‑line basis 
over the remaining term of the respective lease. Lease origination costs and other lease related intangibles 
are amortized to expense on a straight‑line basis over the remaining term of the respective lease.

n) Derivative financial instruments
The Company has entered into interest rate swaps in order to manage the impact of fluctuating interest rates 
on certain of its long term debt. The current interest rate swaps do not qualify for hedge accounting and are 
adjusted to fair value and recognized in earnings in the reporting period.

o) Financial asset recognition
	 The Company applies settlement date accounting to the purchase and sale of financial assets. Under 

settlement date accounting, the recognition or derecognition of an asset occurs when the asset is delivered 
to or by the Company.
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5.  Business acquisitions
During the period the following significant acquisitions occurred:

Acquisition Date	 Location Type of Property	 Shares Issued	 Cash 
Consideration

March 31, 2007
February 8, 2007	 The Netherlands	 Office (5 Properties)	 	 1,000,000	 $	 2,019	

December 31, 2006	
(Audited)
December 1, 2006 The Netherlands (2) Office (4 Properties) 	 1,000,000	 $	 4,308	
June 22, 2006	 The Netherlands	 Commercial (4 Properties)	 	 5,950,000	 $	 17,176	
May 1, 2006 Germany (2) Office 	 $	 NIL	

March 31, 2006	 Germany	 Retail	 	 $	 8,710	

February 22, 2006	 Canada	 Food Service (9 properties)	 	 $	 9,213	

The shares issued as consideration for the acquisitions were issued at a value based on their weighted average 
market price immediately prior to the acquisition date.

The following is a summary of the amounts assigned to each major asset and liability at the date of 
acquisition:
	 	 2007		           

	 The Netherlands
Investment Properties	 $	 34,965	
Intangible Assets	 	 2,875	
Receivables and other Assets	 	 221	
	 	 38,061	
Mortgages payable assumed	 	 29,203	
Payables and other liabilities	 	 360	
	 	 29,563	
Net assets acquired	 	 8,498	
Value of shares issued	 	 6,479	
Cash consideration	 $	 2,019	

				    	 	 2006			                  
						      (Audited)

The  
Netherlands (2)

The  
Netherlands Germany (2) Germany Canada

Investment Properties $	 57,604 $	 191,652 $	 588,730 $	 39,639 $	 9,005
Intangible Assets 	 3,377 	 8,286 	 21,688 	 1,694 	 383
Cash 	 21,884
Receivables and other Assets 	 134 	 505 	 2,470 	 91 	 61

	 61,115 	 200,443 	 634,772 	 41,424 	 9,449
Mortgages payable assumed 	 46,593 	 143,698 	 390,412 	 32,704
Non construction demand loan 	 154,640
Future income taxes assumed 	 12,715
Payables and other liabilities 	 4,111 	 6,249 	 77,005 	 10 	 236

	 50,704 	 149,947 	 634,772 	 32,714 	 236
Net assets acquired 	 10,411 	 50,496 	 NIL 	 8,710 	 9,213
Value of shares issued 	 6,103 	 33,320 	 	 	

Cash consideration $	 4,308 $	 17,176 $	 NIL $	 8,710 $	 9,213

Subsequent to the Germany(2) acquisition, 3,000,420 Class A Subordinate Voting Shares with a value of 
$19,395 were issued as repayment of acquisition related debt. In the period ended March 31, 2007, negotiations 
related to the construction related costs of the Germany(2) property resulted in a decrease in the payables 
and other liabilities of $3,337 assumed as part of the acquisition. As a result, investment properties have been 
reduced by an equal amount during the current period.

In all cases, the operating results of the acquired properties are included in the consolidated statements of 
earnings from the acquisition date.
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6.  Investment properties	 March 31	 December 31
	 		  2007	 		  2006
		  (Audited)
					   Accumulated			  Net Book						   Accumulated			  Net Book
		  Cost			 Depreciation		  	 Value			  Cost			 Depreciation		  	 Value

Land	 $	 282,494		 $			  $	 282,494		 $	 272,119		 $			  $	 272,119
Buildings 		  1,437,006			  31,085		 	 1,405,921			  1,389,060			  27,162			  1,361,898
Equipment		  1,571			  397		 	 1,174			  767			  363			  404
Paving		  14,931			  2,011		 	 12,920			  11,794			  1,786			  10,008
Tenant
 improvements	 	 66,420		 	 15,972		 	 50,448		 	 66,285		 	 14,419		 	 51,866
	 $	 1,802,422		 $	 49,465		 $	 1,752,957		 $	 1,740,025		 $	 43,730		 $	 1,696,295

In the first quarter of 2007 investment properties were acquired at an aggregate cost of $64,978. The 
acquisitions were financed by new debt and other liabilities totaling $41,387, the issue of 2,603,731 Class A 
Subordinate Voting Shares for $17,655  and cash of $5,936.

In 2006 investment properties were acquired at an aggregate cost of $911,514. The acquisitions were financed 
by new debt and other liabilities totaling $822,793, the issue of 6,950,000 Class A Subordinate Voting Shares 
for $39,423  and cash of $49,298.

Included in investment properties is one property (December 31, 2006 ‑ one) with a carrying value of $627,864 
(December 31, 2006 ‑ $626,100) on which there is a purchase option exercisable by the tenant in 2020. 

7.  Development properties 
		  March 31	 December 31
		  2007	             2006
			          (Audited)

	 Land and property held for future development	 $	 93,374			 $	 93,501
	 Construction properties being developed for resale		 198,973		 	 163,633
		  $	 292,347			 $	 257,134

In the first three months of 2007, the Company capitalized acquisition, development and related costs of 
$48,203 (December 31, 2006 ‑ $122,577) of which $4,780 (December 31, 2006 ‑ $15,120) was interest 
capitalized. These costs were financed by the assumption of debt in the amount of $7,500 (December 31, 2006 
‑ $9,670), the issue of 350,000 (December 31, 2006 ‑ 250,000) Class A Subordinate Voting Shares for $2,439 
(December 31, 2006 ‑ $1,375) with the remainder in cash and the assumption of other liabilities. Also during 
2007 $NIL (December 31, 2006 ‑ $13,990) of completed projects were reclassified to investment properties 
and $19,062 (December 31, 2006 ‑ $27,744) were reclassified from Land held for future development to 
Construction properties being developed for resale.

8. Restricted cash 

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

9. Intangible assets and liabilities

Intangible assets are composed of the value of above‑market leases, lease origination costs and other 
lease related intangibles for income property acquisitions and are net of accumulated amortization of $4,747 
(December 31, 2006 ‑ $3,402). Amortization expense of $1,291 (March 31, 2006 ‑ $209) is included in 
depreciation and amortization expense.

Intangible liabilities are composed of the value of below‑market leases for income property acquisitions and are 
net of accumulated amortization of $333 (December 31, 2006 ‑ $285).
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10. Receivables and other	 March 31		  December 31
	 2007		  2006
			   (Audited)

	 Trade receivables	 $	 14,581		 $		 19,705
	 Related party receivable (Note 18f)	 	 3,088				   4,366
	 Deferred rental receipts (Note 4d)	 	 13,859				   10,532
	 Prepaids	 	 2,803				   1,498
	 Deferred leasing costs, net of accumulated
  	    amortization of $1,331 (2006 ‑ $1,170)	 	 3,134				   3,224
	 Deferred financing costs, net of accumulated 
	    amortization of $NIL (2006  ‑ $1,990)	 			  		  13,962
	 Bonds receivable	 	 			  	 4,512

		  $	 37,465		 $		 57,799

11. Long term investments	 March 31		  December 31
	 2007		  2006
			   (Audited)

	 Cedar Shopping Centers, Inc. and misc.	 $	 940		 $	 994
	 Alexis Nihon Real Estate Investment Trust	 	 98,106
	 DIM Vastgoed N.V.	 	 22,826			  25,372
	 DIM Vastgoed N.V., October 2010 closing	 	 18,549		 	 21,824

		  $	 140,421		 $	 48,190

The Company holds 50,000 (December 31, 2006 ‑ 50,000) common shares of Cedar Shopping Centers, Inc. 
(“Cedar”) a real estate investment trust listed on the New York Stock Exchange (NYSE: CDR).  The investment 
is carried at fair value (December 31, 2006 carried at cost with a market value of  $928).
The Company holds 5,274,539 (December 31, 2006 ‑ NIL) units of Alexis Nihon Real Estate Investment Trust 
(“Alexis Nihon”), a real estate investment trust traded in the TSX. The investment is carried at fair value and 
the units are pledged as security for a margin account with an outstanding balance of $54,467 at period end. 
Subsequent to period end, the Company successfully acquired additional units of Alexis Nihon to increase their 
holdings to approximately 87% of the issued and outstanding units (Note 27d). 

The Company’s investment in DIM Vastgoed N.V. (“DIM”) consists of deposit receipts representing 967,142 
(December 31, 2006 ‑ 967,142) shares of DIM, a real estate investment company listed on the Euronext 
Amsterdam Stock Exchange and 72,360 (December 31, 2006 ‑ 72,360) direct owned shares. The investment 
is carried at fair value (December 31, 2006 carried at cost with a market value of  $22,915). 

The Company’s investment in DIM related to the October 2010 closing consists of deposit receipts representing 
842,586 (December 31, 2006 ‑ 835,123) shares of DIM which will be acquired October 1, 2010. The Company 
has full voting rights over these shares effective in the first quarter of 2006, however does not acquire legal title 
until October 1, 2010. The Sellers will receive 6.5 Class A Subordinate Voting Shares of Homburg Invest Inc. for 
each DIM share owned. The Sellers can elect, by December 16, 2007, to receive their 2010 payment as a Cash 
Price of USD $21.20 per share. The Sellers are entitled to all dividends paid on the DIM shares until the date 
of sale, however the Company has voting control over those shares. Should the Sellers elect to receive their 
payment in the form of Class A Subordinate Voting Shares, the Company has agreed to a dividend guarantee 
entitling the Seller to a price adjustment equal to the amount by which the dividend on 6.5 Homburg Invest Inc. 
shares exceeds the dividend on 1 DIM share cumulative for the period from 2006 through to October 1, 2010. At 
March 31, 2007, the Company has no cumulative liability (December 31, 2006 ‑ $460) related to the cumulative 
dividend guarantee. No amount will be recorded as a dividend guarantee liability until December 2007 when the 
Sellers elect their method of payment in 2010, thus establishing the actual value of any liability. The Company is 
carrying this investment at fair value (December 31, 2006 carried at cost of USD $21.20, representing the Cash 
Price option payable in 2010, plus acquisition costs with a market value of $18,410). This transaction has been 
included in the calculation of Diluted Earnings Per Share based on the assumption that all DIM shareholders 
will receive Class A Subordinate Voting Shares as full payment. 
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12. Long term debt	 March 31	 December 31
		  2007		  2006
				    (Audited)
	 Secured debt
		  Mortgages payable (a)	 $	 1,193,296			 $	 1,154,254
		  Mortgage bonds payable (b)	 	 223,890			 	 223,685
		  	 1,417,186			 	 1,377,939
	 Unsecured debt
		  Corporate non‑asset backed bonds (c)	 	 181,535				  160,015
		  Junior subordinated notes (d)	 	 61,651			 	 61,826
			   	 243,186			 	 221,841
			   	 1,660,372				  1,599,780
	 Deferred financing charges, net of accumulated
	 amortization of $2,133 	 	 (15,358	)	 	
			   $	 1,645,014			 $	 1,599,780

Long term debt has both fixed and variable interest rates.  At period end the weighted average interest rate 
for all long term debt was 5.751% (December 31, 2006 ‑ 5.713%).

Normal principal installments and principal maturities are as follows;

	 Normal Principal	 Principal	 Bonds and Junior
	 Installments	 Maturities	 subordinated notes	 Total

	 2007 ‑ remainder of year 	 $	 15,842	 $	 52,125	 $		  $	 67,967
	 2008		  19,555		  10,705				    30,260
	 2009		  23,504		  214		  19,689		  43,407
	 2010		  22,883		  12,920		  46,241		  82,044
	 2011		  28,366		  16,937		  61,686		  106,989
	 Subsequent years	 	 	 	 990,242	 	 339,463	 	 1,329,705

		  $	 110,150	 $	 1,083,143	 $	 467,079	 $	 1,660,372

 	It is the Company’s intention to seek renewals of the mortgage principal maturities at market rates.

a) Mortgages payable 

	Mortgages payable are secured by a pledge of specific investment properties and an assignment of specific 
rents receivable, with maturity dates between 2007 and 2020.  Included in mortgages payable are the following 
foreign denominated amounts:
				    March 31		 December 31
				    2007		  2006
						      (Audited)
	 USD denominated	 USD	 $	 8,320	 $	 8,395
		  CAD	 $	 9,617	 $	 9,791

	 EURO denominated	 EUR	 €	 696,353	 €	 680,250
		  CAD	 $	 1,073,330	 $	 1,047,960

The period end exchange rates have been used to translate the non‑Canadian mortgages.

b) Mortgage bonds payable

Bond 
Series             Maturity             

Interest 
Rate         Amount      

March 31
2007

December 31
2006

(Audited)
HMB1 December 15, 2009	 10.00%   CAD $  4,420 $	 4,420   $	 4,420
HMB1	 December 15, 2009 8.50%   EUR €  9,905 	 15,269 	 15,255
HMB2 April 25, 2010 7.50%   EUR €30,000 	 46,241 	 46,198
HMB4 November 30, 2011 7.50%   EUR €20,010 	 30,843 	 30,814
HMB5 December 31, 2011 7.50%   EUR €20,010 	 30,843 	 30,814
HMB6 June 30, 2012 7.50%   EUR €31,230 	 48,137 	 48,092
HMB7 June 30, 2012 7.25%   EUR €31,230 	 48,137   	 48,092

$	 223,890   $	 223,685



H O M B U R G  I n v e s t  I n c .     2 6

Notes to Canadian Gaap consolidated  
interim financial statements
Notes to Canadian Gaap consolidated  
interim financial statements
March 31, 2007 (Unaudited - Prepared by Management)
(CAD $ Thousands except per share amounts)

12. Long term debt (cont.)

The Mortgage Bonds are seven year bonds issued in series and secured by a first or second charge over 
specific assets and a corporate guarantee.  The bonds mature between December 2009 and June 2012 and the 
Company has the option to redeem any Series of mortgage bonds at their face amount anytime subsequent to 
the fifth anniversary of the issue of the bonds.  The interest is payable semi‑annually on June 30 and December 
31.  Included in the mortgage bonds are non‑Canadian mortgage bonds in the amount of EUR €142,385 
($219,470) (December 31, 2006 ‑ EUR €142,385 ($219,265)).  These amounts are translated at period end 
exchange rates.

The Company has entered into guarantee arrangements on all series of mortgage 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, to a maximum limit equal 
to the face value of each mortgage bond, and has relinquished any appreciation rights which may arise on the 
future settlement of its Euro denominated Mortgage Bonds.  The Mortgage Bonds, which are recorded at the 
prevailing exchange rate at March 31, 2007, reflect an increase of $3,686 (December 31, 2006 ‑ $3,483) in 
principal amount representing a decrease in the Canadian dollar versus the Euro since the Mortgage Bonds 
were issued. This $3,686 increase (December 31, 2006 ‑ $3,483)  has been offset by the currency guarantee 
receivable which has been recorded as an asset.  
The final settlement of the currency guarantee asset or obligation will take place at the earlier of the retirement 
of the mortgage bonds or their scheduled maturity. As a result of the guarantee, there is no earnings impact 
related to changes in currency value of the Mortgage Bonds.
c) Corporate non‑asset backed bonds
						      March 31	 December 31
	 Bond Series	 Maturity	 Interest Rate	 Amount		  2007		  2006
								        (Audited)
	 HB8	 May 31, 2013	 7.00%	 EUR €50,010	 $	 77,083	 $	 77,012
	 HB9	 October 31, 2013	 7.00%	 EUR €60,000	 	 92,482	 	 83,003
	 HB10	 February 15, 2014	 7.25%	 EUR €  7,770	 	 11,970	 	
					     $	 181,535	 $	 160,015

The Corporate non‑asset backed bonds are seven year bonds issued in series and secured by a corporate 
guarantee.  The bonds mature between May 2013 and February 2014 and the Company has the option to 
redeem any series of bonds at their face amount anytime subsequent to the fifth anniversary of the issue of the 
bonds.  The interest is payable semi‑annually on June 30 and December 31.  The bonds are issued in euros and 
have been translated at period end exchange rates.  Subsequent to period end, an additional EUR €53,748 of 
Series HB10 was issued.  As at March 31, 2007, the Series HB10 bonds are still being issued to a maximum 
face value of €100,005.

d) Junior subordinated notes

The Junior subordinated notes require interest only payments until maturity in 2036.  The notes, which consist of  
EUR €25,000 and  USD $20,000 have a fixed interest rate until 2016 and variable thereafter until maturity.  The 
Company has a redemption option effective in 2011 until maturity, and the outstanding balances are translated 
at period end exchange rates.

13. Construction financing

The Company has arranged construction financing, which is demand in nature, for its development properties. 
Borrowing rates on these financings are at fixed or variable market rates, the weighted average interest rate for 
all construction financing is 7.05% (December 31, 2006 ‑ 7.08%) . The Company has pledged its development 
properties as security. Upon completion of the properties it is the Company’s intention to seek long term 
financing at available market rates. Included in the balance is financing from related parties totaling $NIL 
(December 31, 2006 ‑ $4,426). (Note 18g)
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14. Accounts payable and other liabilities
	 March 31		  December 31
	 2007		  2006
			   (Audited)
	 Trade payables (Note 18e)	 $	 47,452		 $		 51,403
	 Non construction demand loans (a)	 	 79,319				   25,077
	 Income taxes payable	 	 2,497				   2,200
	 Notes payable 	 	 1,529				   1,773
	 Security deposits	 	 4,408				   5,068
	 Deposit (Note 27d)	 	 17,100
	 Long term payables (b)	 	 25,504				   25,481
	 Shareholders of DIM Vastgoed N.V., due October 2010(c)		 20,650				   20,650
	 Prepaid rents and deposits	 	 4,353		 		  3,924
		  $	 202,812		 $		 135,576

a) Non construction demand loans include: a payable bearing interest at US base rate + 1% secured by 
deposit certificates representing 949,862 DIM shares; and, a margin loan bearing interest at 7.5% secured 
by the investment in units of Alexis Nihon (Note 11) . The Non Construction Demand loan payable related 
to DIM shares is USD $21,500 ($24,851) (December 31, 2006 ‑ $25,077) of obligations translated at period 
end exchange rates. 

b) The long term payables include a bonus of $1,440 to be paid on a scheduled development project upon 
the earlier of the completion of a specific construction project, sale of the related property or June 30, 
2008. The bonus is payable in Class A Subordinate Voting Shares with the number of shares determined 
based on share value on the due date. Also included is €15,612 ($24,064) (December 31, 2006 ‑ $24,041) 
representing the purchase price option on the remaining 6.63% of MoTo Objekt Campeon GmbH & Co 
KG exercisable in the first quarter of 2012 and the account balances of the current 6.63% partners. This is 
related to the 2006 Germany(2) acquisition as detailed in Note 5.

c) The DIM Vastgoed N.V. (“DIM”) payable relates to deposit certificates representing shares of DIM obtained 
in the first quarter of 2006 for which the Company does not make payment until October 2010 (See Note 
11). The payable represents the Cash Price option payable under the Share Purchase Agreement of USD 
$17,863 (December 31, 2006 ‑ $17,705) translated at the period end exchange rate.

The Company has available credit facilities of $25,800 of which $1,098 (December 31, 2006 ‑ $NIL) is being 
utilized at March 31, 2007. $15,000 (December 31, 2006 ‑ $15,000) of the credit facilities is with a company 
controlled by the Chairman and Chief Executive Officer.

15. Shareholders’ equity	 March 31		  December 31
	 2007		  2006
			   (Audited	)
	 Deficit	 $	 (22,779	)	 $		 (3,305	)
	 Accumulated other comprehensive income (a)	 	 6,005		 		  6,177
		  	 (16,774	)	 		  2,872
	 Share capital (b)	 	 382,780				   311,160
	 Contributed surplus(d)	 	 404		 		  916
		  $	 366,410		 $		 314,948

a) Accumulated other comprehensive income

Accumulated other comprehensive income represents the unrecognized exchange adjustment on the net assets 
of the Company’s subsidiaries that operate in the United States of America, Germany and The Netherlands. 
The change for the period reflects the impact of currency movements during the period on these net assets.

The rates of exchange in effect on March 31, 2007 was $1.00 USD = $1.16 CAD and €1.00 EUR = $1.54 CAD 
(December 31, 2006 $1.00 USD = $1.17 CAD and €1.00 EUR = $1.54 CAD).  The average rate of exchange 
for the first quarter of 2007 was $1.00 USD = $1.17 CAD and €1.00 EUR = $1.54 CAD (March 31, 2006 ‑ $1.00 
USD = $1.16 CAD  and €1.00 EUR = $1.39 CAD).



H O M B U R G  I n v e s t  I n c .     2 8

Notes to Canadian Gaap consolidated  
interim financial statements
Notes to Canadian Gaap consolidated  
interim financial statements
March 31, 2007 (Unaudited - Prepared by Management)
(CAD $ Thousands except per share amounts)

15. Shareholders’ equity (cont.)

b) Share capital
The Company is authorized to issue an unlimited number of Class A Subordinate Voting Shares (“Class A”), 
an unlimited number of Class B Multiple Voting Shares (“Class B”), an unlimited number of Class A Preferred 
Shares (“Preferred”), issuable in series and an unlimited number of Class B Preferred Shares (“Preferred”), 
issuable in series.
Holders of Class A shares shall be entitled to receive notice of, to attend and to vote at all meetings of the 
shareholders of the Company, voting together with holders of Class B shares, except for meetings at which 
only holders of a specified class or series are entitled to vote.  Class A shares shall be entitled to one vote for 
each Class A share held.
Holders of Class B shares shall be entitled to receive notice of, to attend and to vote at all meetings of the 
shareholders of the Company, voting together with holders of Class A shares, except for meetings at which 
only holders of a specified class or series are entitled to vote.  Class B shares shall be entitled to twenty‑five 
votes for each Class B share held.
Class A shares will be convertible into Class B shares in certain limited circumstances involving offers made to 
all or substantially all of the holders of Class B shares.
Dividends are payable on Class A shares and Class B shares when declared by the Board of Directors. The 
Class A and Class B shares rank equally in dividend eligibility.
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 Class A and Class B 
shares with respect to dividends and distribution upon dissolution.  No Preferred shares have been issued.

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

			   Class A			  Class B
			   Subordinate			  Multiple
			  Voting Shares			 Voting Shares		 Stated Capital
			   (000’s)			  (000’s)
Issued and outstanding at
	 December 31, 2005		  57,818		 	 30,845		 $	 161,670
	 Exercise of options	 	 362		 	 52		 	 1,200
	 Acquisition of properties (Notes 5, 6 & 7)		  7,200						    40,798
	 Repayment of acquisition related debt		  3,000						    19,395
	 Acquisition of investment		  19						    66
	 Public share issue (c)		  14,286						    68,406
	 Issue costs, net of income taxes								      (466	)
	 Dividend reinvestment plan	 	 4,405		 	 		 	 20,091
Issued and outstanding at
	 December 31, 2006	 	 87,090		 	 30,897		 	 311,160
	 Exercise of options		  1,339			  618			  4,126
	 Acquisition of properties (Notes  5, 6 & 7 )		  2,954						    20,095
	 Private and other share issues (c)		  6,500						    33,205
	 Issue costs, net of income taxes								      (75	)
	 Dividend reinvestment plan	 	 2,168		 	 		 	 14,269
Issued and outstanding at
	 March 31, 2007	 	 100,051		 	 31,515		 $	 382,780

c) Private placements and public issue

     �In January 2007, the Company issued 6,368,164 Class A Subordinate Voting Shares at a price of $5.12 
under a private placement. The placement was subject to board and regulatory approval. 

In June 2006, the Company completed a public issue of 14,285,715 Class A Subordinate Voting Shares at a 
price of EUR €3.50 ($4.95) per share. The conversion to Canadian was based on the exchange rate in effect 
on the date the share proceeds were received. Issue costs of $3,536, less related income taxes of $1,212, 
have been netted against the gross proceeds.
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15. Shareholders’ equity (cont.)

d) Contributed surplus
		  March 31		  December 31
		  2007		  2006
				    (Audited	)

	 Beginning of period	 $	 916		 $		 1,143	
	 Applied to stock options exercised	 	 (512	)	 		  (227	)
	 End of period	 $	 404		 $		 916

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. Stock Options may be granted under the Company’s 
Stock Option Plan on authorized but unissued Class A Subordinate Voting Shares of the Company. New 
Stock Options may not be granted under the Plan on Class B Multiple Voting Shares of the Company.  
However, there are previously granted Stock Options to purchase Class B Multiple Voting Shares that are 
outstanding and unexercised under the Plan. The maximum number of Class B Multiple Voting Shares 
issuable pursuant to Stock Options outstanding under the Plan shall not exceed that number of Class B 
Multiple Voting Shares which are issuable pursuant to outstanding Class B Options from time‑to‑time (the 
Class B share maximum). The maximum number of Class A Subordinate Voting Shares issuable pursuant 
to Stock Options outstanding under the Plan shall not exceed 10% of the aggregate number of issued and 
outstanding Class A Subordinate Voting Shares and Class B Multiple Voting Shares at the time of grant 
less the Class B share maximum at the time of grant. Under the plan, the exercise price of each option 
shall not be less than the closing market price of the Class A Subordinate Voting Shares on the 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.

On March 31, 2007, there were NIL Class B Multiple Voting Share Options granted but unexercised and 
571,324 Class A Subordinate Voting Share Options granted and unexercised.
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 Binomial or similar option pricing model. The fair value of each option granted was estimated using 
the exercise price and the following weighted average assumptions:

Expected volatility				             40.0%

Risk free interest rate			   3.31 ‑ 3.65%

Expected lives				    3.5 ‑ 5 Years

Expected dividend yield			              5.6%

A summary of the status of the Company’s Stock Option Plan as at March 31, 2007 and December 31, 2006 
and changes during the periods ending on those dates is presented below.

	             March 31		               December 31
	                 2007                  	 	                    2006                   
								            (Audited)
	 Shares	 Weighted‑Average	 Shares	 Weighted‑Average
	 	 (000’s)	 Exercise Price		 	 (000’s) 	 Exercise Price
Outstanding at beginning of period	 	 2,528		 $	 2.07			  2,947		 $	 2.11
Exercised	 	 (1,957	)	 $	 1.85			  (414	)	 $	 2.35
Expired	 	 		 		 	 	 (5	)	 $	 2.85
Outstanding at end of period	 	 571		 $	 2.85		 	 2,528		 $	 2.07

Number of Shares	 Date of 	 Expiration 	 Exercise 
  Under Option	 Grant	 Date	 Price			         
        (000’s)
            571	 June 29, 2005	 June 29, 2010	 $	 2.85
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16. Income taxes

Income tax expense differs from the amounts which would be obtained by applying the Canadian basic federal 
and provincial income tax rates and the rates for various foreign jurisdictions to earnings before income taxes.  
These differences result from the following items:	
	 	 March 31			  March 31
		  2007			  2006

Earnings before income taxes	 $	 12,101		 $	 12,209

Combined income tax rate	 	 33.00	%	 	 34.50	%

Income taxes 	 $	 3,993		 $	 4,212

Increase (decrease)  in income taxes resulting from:
          Non‑taxable portion of capital gains and
            market value increase	 	 (377	)	 	 (590	)
          Large corporation tax	 	 90			  144
          Canadian tax on foreign income	 	 436
          Effective rate change in Canadian jurisdiction	 	 (229	)
          Foreign income taxed at different rates	 	 (414	)	 	

	 $	 3,499		 $	 3,766
Income taxes:
  Current income and capital taxes	 $	 2,130		 $	 924
  Future income taxes	 	 1,369		 	 2,842
	 $	 3,499		 $	 3,766

Future income taxes primarily represent temporary timing differences resulting from income tax versus 
accounting depreciation. The accumulated future income tax liability at March 31, 2007 is $53,941 (December 
31, 2006 ‑ $53,095). The liability, which is primarily attributable to Investment properties, has been reduced by 
a future income asset of $1,471 (December 31, 2006 ‑ $1,172) related to share issue costs.

The Company has non‑capital loss carry forwards in the amount of  $34,192 (December 31, 2006 ‑ $24,674) 
which will be used to reduce future taxable income. These losses begin to expire in 2026 and have been 
included in the calculation of future income taxes payable. The Company also has foreign tax credit carry 
forwards in the amount of  $1,236 (December 31, 2006 ‑ $1,106) which will be used to reduce future foreign 
taxes payable. These tax credits begin to expire in 2015 and have been included in the calculation of future 
income taxes payable.

17. 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, corporate 
non‑asset backed bonds, junior subordinated notes, long term payables and long term investments. The 
mortgages have a fair value of  $1,182,435  (December 31, 2006 ‑ $1,161,891). The principal amount of 
the mortgage bonds have been guaranteed against currency fluctuations until maturity of the bonds in 2009 
through 2012. The total fair value of all bonds is  $403,765 (December 31, 2006 ‑ $395,551). The currency 
guarantee receivable is not susceptible to independent fair value valuation and as such valuation is carrying 
value. The junior subordinated notes have a fair value of $58,734 (December 31, 2006 ‑ $61,826). The long 
term investments are carried at their fair 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, accounts payable and 
accrued liabilities, demand loans and security deposits are carried at cost which, due to their short‑term nature, 
approximates their fair value.
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17. 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 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 30 years. In addition, 
the Company has entered into interest rate swaps maturing in October 2014 in order to manage the impact 
of fluctuating interest rates on EUR €35,000 of its long term debt. Due to a reduction of interest rates in The 
Netherlands and Germany during the three months ended March 31, 2007, the impact on the statement of 
earnings is revenue of $757 (March 31, 2006 ‑ $1,670).

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.

c) Currency risk
Currency risk arises from assets and liabilities denominated in US Dollars or Euros. The Company mitigates 
a portion of its currency risk on mortgage bonds denominated in Euros through a guarantee agreement (See 
Note 12).  The Company has also established internal hedging relationships between Euro‑denominated 
net investments in foreign self‑sustaining operations and Euro‑denominated Bonds and Junior Subordinated 
Notes. At March 31, 2007, EUR €75,000 (December 31, 2006 ‑ €75,000) of the Company’s net investment 
was hedged with an equal amount of Euro‑denominated debt. The hedge is considered to be an effective 
hedge at March 31, 2007 and will be regularly reviewed to assess the continued effectiveness of the hedging 
relationship. Currency risk for other amounts denominated in US Dollars and Euros is mitigated by US Dollar 
and Euro revenue and expense streams related to property rentals.

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

d) Concentration risk
The Company’s largest single tenant represents approximately 35% (March 31, 2006 ‑ 18%) of property 
revenue for the period. The risk relates to the ability of the Company to replace this revenue stream on a 
timely basis while maintaining the related property costs. The Company mitigates this risk by entering into 
long term leases; reviewing financial stability of tenants; obtaining security or guarantees where appropriate; 
and geographic and industry segmentation of tenants. The Company also maintains their properties to a 
quality standard that would support timely re‑leasing of a property.

18. 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 is as follows:		  March 31		  March 31

	 		  2007			  2006
Rental revenue earned	 $	 (103	)	 $	 (177	)
Asset and construction management fees incurred	 $	 2,508		 $	 1,446
Property management fees incurred	 $	 416		 $	 321
Insurance incurred	 $	 291		 $	 186
Service fees incurred	 $	 206		 $	 143
Property acquisition/disposal fees incurred	 $	 2,027		 $	 3,600
Mortgage bond guarantee fees incurred	 $	 925		 $	 925
Demand loan interest and fees incurred	 $	 NIL		 $	 83
Bond and other debt issue costs incurred	 $	 1,060		 $	 NIL
	 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.
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18. Related party transactions (cont.)

c)	 Professional services of approximately $51 (March 31, 2006 ‑ $68) were purchased from a corporation of 
which one  of the Company’s directors is affiliated.

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 (Note 12).  The cost 
of this guarantee 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, Series 5, Series 6, and Series 7 Bonds.

e)	 Included in accounts payable are mortgage bond guarantee fees of $925 (December 31, 2006 ‑ $792) 
and management fees of $67 (December 31, 2006 ‑ $71) payable to companies commonly controlled 
by the Chairman and Chief Executive Officer, which are non‑interest bearing and have no set terms of 
repayment.

f)	 The receivable of $3,088 (December 31, 2006 ‑ $4,366) is from companies commonly controlled by the 
Chairman and Chief Executive Officer, which is non‑interest bearing and has no set terms of repayment. 

g)	 The Company has borrowed construction financing in the amount of $NIL (December 31, 2006 ‑ $4,426) 
from a company controlled by the Chairman and Chief Executive Officer. This loan is interest only at a rate 
of 8% per annum.

h)	 A subsidiary of the Company has an indemnification agreement with a company controlled by the Chairman 
and Chief Executive Officer. The indemnification agreement, in the amount of $3,309 at March 31 (December 
31, 2006 ‑ $3,113), calls for the full amount to be settled during the year.

i)	 On February 1, 2007 the Company acquired an investment property from a company controlled by a 
member of the board of directors for $ 990. 

j)	 In January 2007, the Company issued 6,368,164 Class A Subordinate Voting Shares at a price of $5.12             	
under a private placement to a company commonly controlled by the Chairman and Chief Executive Officer. 
The placement was subject to board and regulatory approval. 

19. Earnings per share

Net earnings per share has been calculated based on the weighted average number of shares outstanding as 
follows:
			   March 31			  March 31
			    2007			  2006
			   (000’s)			  (000’s)
Basic
	 Class A Subordinate Voting		  93,640			  57,985
	 Class B Multiple Voting	 	 31,384		 	 30,850
		  	 125,024		 	 88,835
Diluted
	 Class A Subordinate Voting		  99,662			  63,068
	 Class B Multiple Voting	 	 31,384		 	 31,326
		  	 131,046		 	 94,394
The dilution consists of:
Class A
	 Exercise of options	 	 321			  1,124	
	 Conversion of long term payable	 	 224			  246
	 Conversion of DIM payable	 	 5,477			  3,631
	 Conversion of promissory note	 	 		 	 82
		  	 6,022		 	 5,083
Class B
	 Exercise of options	 	 NIL		 	 476

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 shares of the same class.
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20. Commitments

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

	 2007 ‑ remainder of year	   $	 76	
	 2008	   $	 68	
	 2009	   $	 39	
	 2010	   $	 26	
b)	 The Company and its subsidiaries have entered into various property management agreements, expiring 

between 2010 and 2012. (Note 18a)
c)	 The Company has 6 construction projects underway to which it has signed commitments of $37,437.

21. Supplemental cash flow information
		  March 31			  March 31
		  2007			  2006
Change in non cash working capital

  Receivables and other                  	 $	 4,524		 $	 (503	)
  Accounts payable and other liabilities 		  (5,803	)	 	 2,452
  Deferred leasing costs  	 	 (30	)	 	 (572	)
	 $	 (1,309	)	 $	 1,377

Interest paid	 $	 18,179		 $	 4,772
Capital and income taxes paid	 $	 1,287		 $	 3,634

22. 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:
		  2007 ‑ remainder of the year	 $	 112,878	
		  2008			   132,405	
		  2009			   131,218	
		  2010			   129,558	
		  2011			   130,299	
		  Thereafter		  	 944,136	
				    $	 1,580,494	
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23. Segmented Information

The Company owns a diverse portfolio of residential and commercial income‑producing properties located in 
Canada, The United States of America, Germany and The Netherlands. Sales and costs of properties developed 
for resale relate to properties within Canada. The accounting policies used in the preparation of the segmented 
information are the same as those described for the Company in Note 4 ‑ 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, 2007		  Retail			  Industrial			  Office			 Residential			  Total

Property revenue	 $	 5,521		 $	 8,253		 $	 25,608		 $	 654		 $	 40,036
Operating expenses	 	 1,278		 	 230		 	 2,390		 	 318		 	 4,216
		  $	 4,243		 $	 8,023		 $	 23,218		 $	 336		 $	 35,820
Three Months Ended
March 31, 2006		  Retail			  Industrial			  Office			  Residential			  Total
Property revenue	 $	 4,346		 $	 7,481		 $	 5,134		 $	 624		 $	 17,585
Operating expenses	 	 1,247		 	 172		 	 1,596		 	 315		 	 3,330
		  $	 3,099		 $	 7,309		 $	 3,538		 $	 309		 $	 14,255
Three Months Ended
March 31, 2007	 Netherlands				  Germany			  Canada			  US			  Total
Property revenue	 $	 9,661		 $	 20,207		 $	 8,974		 $	 1,194		 $	 40,036
Operating expenses	 	 429		 	 408		 	 2,837		 	 542		 	 4,216
		  $	 9,232		 $	 19,799		 $	 6,137		 $	 652		 $	 35,820
Three Months Ended
March 31, 2006	 Netherlands			  Germany			  Canada			  US			  Total

Property revenue	 $	 3,282		 $	 5,367		 $	 7,815		 $	 1,121		 $	 17,585
Operating expenses	 	 51		 	 29		 	 2,776		 	 474		 	 3,330
		  $	 3,231		 $	 5,338		 $	 5,039		 $	 647		 $	 14,255

March 31,2007		  Retail			  Industrial			  Office			 Residential			  Total
Investment properties	 $	 168,039		 $	 404,901		 $	1,165,756		 $	 14,261		 $	1,752,957
Mortgages payable	 $	 74,777		 $	 310,590		 $	 794,407		 $	 13,522		 $	1,193,296
Mortgage bonds payable	 $	 57,817		 $	 29,714		 $	 9,240		 $	 		 $	 96,771

December 31, 2006		  Retail			  Industrial			  Office			  Residential			  Total
(Audited)
Investment properties	 $	 167,388		 $	 406,465		 $	1,108,148		 $	 14,294		 $	1,696,295	
Mortgages payable	 $	 74,803		 $	 312,950		 $	 752,925		 $	 13,576		 $	1,154,254	
Mortgage bonds payable	 $	 57,766		 $	 29,688		 $	 9,232		 $		 	 $	 96,686	

March 31,  2007	 Netherlands		  Germany			  Canada			  US			  Total
Investment properties	 $	 483,316		 $	 987,976		 $	 258,919		 $	 22,746		 $	1,752,957	
Mortgages payable	 $	 364,617		 $	 708,731		 $	 110,331		 $	 9,617		 $	1,193,296	
Mortgage bonds payable	 $		 	 $	 30,843		 $	 193,044		 $		 	 $	 223,887	

December 31,  2006	 Netherlands			  Germany			  Canada			  US			  Total
(Audited)
Investment properties	 $	 449,732		 $	 993,268		 $	 229,874		 $	 23,421		 $	1,696,295	
Mortgages payable	 $	 337,418		 $	 710,540		 $	 96,505		 $	 9,791		 $	1,154,254	
Mortgage bonds payable	 $		 	 $	 30,814		 $	 192,871		 $		 	 $	 223,685	

At March 31, 2007 Mortgage bonds payable total $223,890, exclusive of the currency guarantee receivable of 
$3,686.  Of this amount $127,119 related to properties under development and funds intended for acquisitions 
and development projects which will be located in Canada.  The remaining $96,771 is allocated to specific 
segments above.
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23. Segmented Information (cont.)

At December 31, 2006 Mortgage bonds payable total $223,685, exclusive of the currency guarantee receivable 
of $3,483.  Of this amount $126,999 related to properties under development and funds intended for acquisitions 
and development projects which will be located in Canada.  The remaining $96,686 is allocated to specific 
segments above.

At March 31, 2007, the Germany segment included one (December 31, 2006 ‑ two) tenants that individually 
represented greater than 10% of total property revenue. These tenants individually represented 35% (December 
31, 2006 ‑ 28% and 11%) of total property revenue for the period.

24. Interest in joint ventures

The Company, at March 31, 2007 owns a partial interest in eight (December 31, 2006 ‑ eight; March 31, 2006 
‑ seven) limited partnerships.  The ownership percentages range from 5% to 55.55%. These partnerships 
operate commercial and residential 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
      	 2007 	  2006
		  (Audited	)
 Assets
	 Cash and cash equivalents	 $	 1,426		 $	 2,059
	 Development properties	 	 16,331			  15,054
	 Receivables and other	 	 389			  684
	 Deferred charges	 	 350			  750
	 Investment properties	 	 8,448		 	 8,374
	 $	 26,944		 $	 26,921
Liabilities
	 Accounts payable and other liabilities	 $	 11,785		 $	 11,889
	 Security deposits and prepaid rent	 	 41			  36
	 Mortgages payable	 	 5,276			  5,311
	 Distribution payable	 	 169		 	
		  $	 17,271		 $	 17,236

Revenue	 March 31		 March 31
	 2007 	  2006
	 Property revenue	 $	 420		 $	 394
Expenses
	 Property operating expenses	 $	 172		 $	 168
	 General and administrative expenses	 	 51			  9
	 Mortgage interest	 	 80			  76
	 Depreciation and amortization	 	 43		 	 37
		  $	 346		 $	 290

Cash flow
	 Net cash from operating activities	 $	 202		 $	 195
	 Net cash from financing activities	 $	 (151	)	$	 (217	)
	 Net cash from investing activities	 $	 (104	)	$	 (9	)
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25. Contingent liabilities

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.

b) Specific subsidiaries of the Company have been advised of a pending potential transfer tax assessment. The 
tax assessments, if issued would impose transfer tax on the acquisition of these properties by the subsidiaries. 
The potential liability would be EUR €7,831 ($12,070) and would increase the cost of the applicable properties 
should the Company be unsuccessful in defending the assessments. To date no assessments have been 
received. The Company has reviewed this matter, has received legal advice, and believes it is not required to 
pay the transfer tax on these acquisitions. Accordingly, the Company has not recorded any of the proposed 
transfer tax in its consolidated financial statements.

26. Indemnities

The Company has agreed to indemnify its directors and officers in accordance with the Company’s policies. The 
Company maintains insurance policies that may provide coverage against certain claims.

27. Subsequent events

a) The Company is continuing the issuance of Series HB10 Bonds for maximum value of EUR €100,005 
($154,144) bearing an annual interest rate of 7.25% to be paid on a semi‑annual basis. To March 31, 2007 EUR 
€7,770 ($11,973) had been issued. The Bond issue was approved by the Board of Directors and the Company 
has received regulatory approval. The proceeds from the issue will be used for general corporate purposes and 
for future acquisitions.

b) The Company has entered into agreement to acquire an office building in the Netherlands for a purchase 
price of approximately EUR €36,550 ($56,000). The transaction is expected to close in the second quarter 
of 2007 and will be financed with debt financing of approximately EUR €30,000 ($46,000) with the balance 
payable in cash.

c) The Company has entered into agreement to sell a construction property in Canada which is being 
developed for resale. The transaction is expected to close in the second quarter of 2007 with total proceeds of 
approximately $34,000, which is in excess of the carrying value of the property.

d) The Company has acquired a total of 25,938,238 units of Alexis Nihon Real Estate Investment Trust (“Alexis 
Nihon”). The acquisition represents approximately 87% of the issued and outstanding units of the trust. The 
units were acquired for a total cost of approximately $482,000. The acquisition is being financed with an 
acquisition bridge loan plus cash of approximately $65,000. The Company has entered into an agreement to 
dispose of specific properties within Alexis Nihon, subject to the Company obtaining 100% ownership in Alexis 
Nihon. The disposition of the specific properties is expected to be completed in the second or third quarter of 
2007; would result in a net cash inflow of approximately $300,000 after payout of applicable secured debt and 
taxes, which would be applied to reduce the balance of the acquisition bridge loan; and is secured by a deposit 
in trust of $17,100 from the purchaser.

e) The Company has entered into a joint venture agreement on the ownership of nine shopping centres located 
in the United States. Homburg will acquire an 80% interest in the joint venture, with the properties valued at 
approximately USD $170,000 ($196,500). The acquisition, which is subject to board approval and due diligence, 
will be financed with approximately USD $107,000 ($124,000) of existing debt and the balance in cash. The 
transaction is expected to close in the second or third quarter of 2007.

f) The Company has entered into agreement to sell a construction property in Canada which is being developed. 
The transaction is expected to close in the second or third quarter of 2007 with total proceeds of approximately 
$377,000, which is in excess of the carrying value of the property. 

g) The company has acquired an office building in the Netherlands for a total purchase price of EUR €9,300 
($14,300). The transaction was financed through the issuance of 284,210 Class A Subordinate Voting Shares,  
valued at EUR €1,157 ($1,760); financing of EUR €7,500 ($11,414); and the remainder in cash.

h) The Company has entered into an agreement to acquire a portfolio of 63 properties located in Estonia, Latvia 
and Lithuania for a purchase price of approximately EUR €197,000 ($304,000). The transaction is expected to 
close in the third quarter of 2007 with debt financing for up to 80% of the aggregate purchase price.
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