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NORTHERN VISION DEVELOPMENT LIMITED PARTNERSHIP 
2017 SEMI-ANNUAL REPORT TO UNITHOLDERS 
 
We are pleased to provide unitholders with this report on the activities of Northern Vision 
Development Limited Partnership (“NVD” or “the Partnership”) for the first six months of 2017. 
Included herewith are financial statements as at and for the period ended June 30, 2017, along 
with the appropriate comparable results. Current period results have been prepared by 
management and are not audited. Comparable numbers, when presented for the year ended 
December 31, 2016, were audited by Deloitte LLP, and otherwise were prepared by management 
and are not audited.  
 
Northern Vision Development Limited Partnership 
 
NVD is a private real estate partnership, established in February 2004, with a mandate to acquire 
and own properties with strong growth prospects located in Whitehorse, Yukon. The Partnership 
owns a diverse base of commercial, residential, industrial and hotel properties that provide 
regular cash flow and capital appreciation for unitholders. NVD is managed by its general partner, 
Northern Vision Development Corp., a private company based in Whitehorse and formed under 
the laws of the Yukon. The operations of the Partnership are overseen by a board of directors with 
a diverse mix of skill sets and experience. The Partnership 
has no fixed term and has a mandate to pay out 
distributions to its unitholders based on Available Funds 
from Operations (“AFFO”).  
 
At June 30, 2017, 21,291,434 Limited Partnership units 
were outstanding with no options or purchase warrants 
issued (21,291,434 - December 31, 2016 basic and fully 
diluted). During the period, a distribution of $900,000 or 
$0.042 per unit was made to Unitholders ($750,000 or 
$0.036 per unit during the same period in 2016). There 
were 87 Limited Partners in place as of June 30, 2017 (87 
at December 31, 2016). The number of unitholders will 
decline and the amount of LP units issued will increase due 
to the Private Placement to be completed in the third 
quarter, as some Limited Partners elected to depart the Partnership while others took advantage 
of the opportunity to increase their holdings.  
 
As at June 30, 2017, management estimated Net Asset Value (“NAV”) per LP unit to be $2.45 basic 
and fully diluted ($2.35 basic and fully diluted as at December 31, 2016) based on management 
updates made to previous third party estimates of value made during the past two years. 
Management’s estimates are based on there being no material positive or negative shifts in 
capitalization rates during the past six-month period, so the value growth is primarily the result 
of improved Hotel Division operating margins.  

 
As at June 30, 2017 NAV is estimated at $2.45 per unit  
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Overview 
 
The Partnership recorded strong results in the first half of 2017, with Net Income for the period 
exceeding Net Income for the full year in 2015, and significantly ahead of the same period in 2016. 
The Hotel Division continued to lead the way, as the newly renovated Edgewater Hotel has met 
or exceeded expectations since reopening in April, and the Coast High Country Inn is experiencing 
a break out year. All key measures including Net Income, Available Funds from Operations, Cash 
Flow and Net Asset Value per unit have improved. The strong performance over the first six 
months, make it possible for the Partnership to deliver new record annual performance – certainly 
in terms of Income from sustained operations - and possibly for Annual Net Income as well.  The 
economy in the Yukon has taken a positive turn in the past 18 months. As a result, the Real Estate 
Division is making a stronger contribution. The most significant negative factor faced by the 
Partnership is increasing interest rates, with the Bank of Canada making a small move in early July. 
In anticipation, NVD moved to mitigate the risk associated with interest rate increases by shifting 
its portfolio from 30% fixed to 76% fixed in June. Consequently, NVD had made the changes in 
advance of the interest rate move by the Bank of Canada.  
 
Operational and Financial Performance: Hotel Division Revenues improved 7.9% over the same 
period last year, to $6.60 million. Hotel Division Margin improved even faster, by 14.8% to $1.73 
million for the first six months. Real Estate Rental revenues increased by 7.3% to $1.42 million for 
the period. Margins on Real Estate Rentals also improved faster than revenues, by 11.4% to $1.16 
million, reflecting the fact that the Yukon economy continued to improve in early 2017.  
 
The Partnership sold its remaining Titanium Way Business Park lot inventory in the first half of 
2017. This resulted in Margin from properties held for sale of $194,000 as contrasted to $10,000 
in the first half of 2016 derived from recognition of deferred revenue from an earlier Titanium 
Way lot sale. While the sellout of the Titanium Way project took years longer than originally 
anticipated, NVD also realized more profit than originally expected. Total profits of $3.85 million 
for the project represented a margin of 42%, representing an annual return on investment of 
11.33%. While the project was active for almost a decade, roughly two thirds of the lots were sold 
in the 2011-2013 period – the last period of strong economic growth in the Yukon. 
 
The car wash improved operating margin by 3.9% during the period, with Margin from other 
operations of $87,000 compared to $83,500 in the first six months of 2016. The combination of 
the foregoing outcomes resulted in a Gross Profit improvement of 20.1% for the first half of 2017 
to $3.17 million, setting the stage for strong Net Income performance during the period. 
 
Overhead expenses declined 3.7% during the period to $2.30 million for the period, resulting in 
Income from operations of $874,300, a 243% increase over $245,600 in 2016. A concerted effort 
to reduce the Partnership’s outstanding loan portfolio has resulted in an interest income decrease 
of 48.6% to $27,100. The Partnership sold its Joint Venture interest in a commercial condominium 
in its Titanium Way 170 building, resulting in gains on sale of $63,700 compared to $40,400 from 
gains on sale of a River’s Reach condo in the first half of 2016. Total Comprehensive Income for 
the period was $965,100, a 178% improvement over the same period in 2016. It is noteworthy 
that the Comprehensive Net Income for the first half of 2017 exceeded the full year Net Income 
for the Partnership in 2015. From a financial perspective, the year is off to a strong start.  
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Financing Activities In the third quarter, the Partnership will close a financing that, at the writing 
of this report is expected to result in the net issuance of 1,313,119 units for gross proceeds of 
$2,757,530. In addition, a further 1,212,985 units ($2,547,269) were exchanged between 
unitholders at the same $2.10 per unit price. The exchange of units, which primarily involved 
existing unitholders as purchasers, will see the net number of unitholders in the Partnership drop 
by 5 to 82. While this event will close subsequent to period end, and is not reported in these 
financial statements other than as a subsequent event note, it is mentioned here because of the 
material nature of the transaction and its proximity to period end.  
 
Debt increased, utilizing a previously arranged loan facility to finance the Edgewater Renovation 
program, resulting in a net increase of $1.6 million in hotel debt to $15.1 million. In June, NVD 
elected a negotiated provision to convert the consolidated hotel loan from variable to fixed, with 
no penalties, late in the reporting period. This move caused a shift in the Partnership’s debt 
portfolio to 76% fixed from 68% variable at the beginning of the period. This move occurred just 
prior to the early July announcement by the Bank of Canada to raise its bank rate. Overall net debt 
increased by $1.2 million during the period, as regular debt retirement was more than offset by 
the increase in hotel debt noted above. As a consequence of the move to a higher level of fixed 
rate debt, the weighted average cost of debt at June 30, 2017 increased to 4.14% (3.63% at 
December 31, 2016). The book value of debt to equity at June 30, 2017 was 1.34 to 1 (1.30 to 1 
as at December 31, 2016), in keeping with our conservative debt level objectives. The Partnership 
remained in compliance with all covenants contained in its banking agreements.  
 
A distribution of $900,000 or $0.042 per unit was made in the first quarter ($750,000 or $0.036 
per unit in the first half of 2016). The Partnership has indicated its intent to make a second 
distribution in the fourth quarter, which would make 2017 the first year in Partnership history in 
which multiple distributions may be paid in the same year.  
 
Investment Activities As the Partnership returns its attention to the next phase of its Waterfront 
Lands development project, it purchased Lot 10 on Waterfront Place, which is across the road 
from its existing development lands. This new property will be used for storage and parking 
facilities and is a parcel of land that the Partnership held previously, but had sold in 2010.  In 
addition, the Partnership completed a $2.0 million renovation of the Edgewater Hotel, which 
reopened to rave reviews in April 2017. Accordingly, depreciated value of Property and 
Equipment increased by $1.5 million during the period, while property under development 
increased by $420,000 due to the purchase of Lot 10 noted above.   
 
Estimated Net Asset Value Management estimates the Net Asset Value (“NAV”) of the 
Partnership is $2.45 per unit, both basic and fully diluted, as at June 30, 2017. This is up 4.3% from 
$2.35 basic and fully diluted estimated at December 31, 2016. This NAV estimate per unit increase 
is driven primarily by current year expected Hotel Net Operating Income improvement much of 
which has been realized during the first half of the year. Underlying Capitalization Rates have 
remained consistent over the period meaning there has not been significant growth estimated for 
the Partnership’s assets outside of the Hotel Division. As the Partnership turns its attention to 
further development now that the economy has improved, unitholders should be treated to NAV 
growth, or enhanced yield, or both from NVD’s real estate activities in addition to the growth 
driven by the Hotels Division.  
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Summary A stronger economy in the Yukon, combined with previous moves by NVD board and 
management, combined to provide solid returns in the first half of 2017. While cash flows from 
sustained activities have been considerably enhanced, the foundation has also been set for the 
development of projects that produce growth and yield that will augment the distributions from 
sustained cash flows.  The outlook for the Partnership is more optimistic than we have reported 
during the recent three-year recessionary period between 2013 and 2016.  
 
Highlights for the Period 
 
The following summarizes key highlights for the six months ended June 30, 2017: 
 
• Progress was made in leasing in NVD Place and Waterfront Station. This was offset by new 

vacancy at Titanium Way 170 at the end of the period.  Overall, vacancy in the portfolio 
dropped to 10.0% from 13.3% when NVD last reported to unitholders on March 15, 2017; 

• The final three lots in the Titanium Way Business Park were sold for income of $194,300 
($9,800 in 2016 related to recognition of deferred income);  

• $63,700 was recorded related to a gain on sale from the Partnership’s joint venture interest in 
a condominium in Titanium Way 170 ($40,400 from the sale of the Partnership’s joint venture 
interest in a River’s Reach condominium in 2016).   

• Hotel Division Net Operating Income for the first six months of the year was up 14.8% and 
exceeded $1.73 million, a new record level for this period;   

• Approximately $1.5 million in debt was drawn down through a BDC loan facility to fund 
Edgewater Hotel renovations, and the Partnership shifted its hotel debt of $15.1 million from 
a variable rate loan to a 4.35% seven-year fixed term facility just prior to the end of the period 
in anticipation of future interest rate increases on its variable rate loans.  

• Net Income of $965,000 improved 178% over the $348,000 recorded in the same period in 
2016. Operating profit improved to $874,000, a 243% improvement over the $255,000 
achieved in the first six months of 2016.  

 Primarily due to strengthening income performance in core hotel properties, management’s 
estimate of $2.45 Net Asset Value (“NAV “) per unit has increased by 4.3% over the last six 
months from $2.35 estimated NAV per unit at December 31, 2016 

 Net Book Value of total assets of the Partnership increased by 2.3% since December 31, 2016, 
from $57.6 million to $58.9 million; 

 Total debt increased by 3.4% during the period from $31.8 million to $32.9 million; and 

 Gross revenues of the Partnership for the six-month period increased 15.1% from $7.64 million 
in 2016 to $8.79 million, with contributions to growth coming from all Divisions.  

 

Net Income improved by $617,000 over the same period in 2016  
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CEO’s Letter to Unitholders 
 
Dear Unitholders: 
 

I am pleased to report on the Partnership’s success over the past six months. Our improved 
performance supported a successful financing program that will be closed subsequent to the 
reporting period at $2.10 per unit, that will provide the funds to support Waterfront Lands Phase 
II development project. The financing also provided a liquidity opportunity for unitholders and 
will likely result in a reduction of the number of unitholders and an increase of 6.2% in the number 
of units outstanding to 22,604,553. We are happy to see exiting Partner’s rewarded for their 
involvement in NVD, and in particular we are delighted with the ongoing support that continues 
from existing unitholders.  

Significant Events in the First Half of 2017 

I will not repeat a summary of the significant improvements in financial performance as they are 
detailed in the Highlights section. However, I do note that this improvement, which took root in 
2016, allowed us to increase the distribution made earlier this year versus the payout in the first 
half of 2016. We are excited about the reasonable prospect of making a second distribution this 
year, of greater size, which, when it happens, will mark the first time NVD has paid out multiple 
distributions in the same year. In response to unitholder requests, the Partnership will consider a 
Distribution Reinvestment Program (“DRP”) which, if approved, will be in place for this next 
distribution.  

A key highlight was the successful delivery of a renovated Edgewater Hotel, which opened to rave 
reviews in April, and since that time has exceeded our ADR increase expectations. We are 
delighted that this project allowed us to promote key themes of First Nations and Mining via the 
placement of original artwork in the Hotel. It was satisfying to present high quality original art 
from our three major First Nation’s shareholders: The Tr’ondëk Hwëch’in; the Ta’an Kwätch’än, 
and the Carcross-Tagish First Nation. I want to particularly thank Denny Kobayashi, our Real 
Estate Division President, and Heiko Franke, who project managed the renovations, for the 
outstanding job they both did on bringing this project to completion.  

The acquisition of Lot 10 on Waterfront Place is an important first step in the delivery of our Phase 
II Waterfront Place development project. We were delighted to be able to reacquire this strategic 
lot for the same price we sold it for in 2010, allowing us the use of this bare land now, without the 
associated carrying costs in the interim period. Informal presale interest has been strong for the 
residential component of this project and we have interest in the commercial component as well.  

Our hotel division met the expectations established in an aggressive budget. It is heartening to 
see the Coast High Country Inn recording a break out year thus far in terms of both top and bottom 
line performance. Demand remains relatively strong for hotel rooms, and food and beverage 
margins have improved. Most importantly, we made a major investment in high-grading our 
professional hotel management team during the period. Dylan Soo, Hotel General manager, and 
Alexis Brandt, Director Human Resources, have done a great job of attracting the kind of talent 
needed to push the hotel division forward as we look toward expansion. The hotel team features 
some very strong new talent, and I want to extend a warm welcome to Kyle McKinnon, our new 
Rooms Revenue Manager, and David Branigan who has assumed overall responsibility for Hotel 
Division Food and Beverage operations as well as the other members who have joined and 
enhanced our professional management team.  
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Financial Performance 

We entered the year in a strong cash position and with a solid balance sheet. We have added to 
that strength throughout the period. As a result, we are in a very good position to capitalize on 
opportunities now that optimism is returning to the Yukon economy.  

With new equity to support our Phase II plans on the waterfront, available headroom in our debt 
to equity ratios, and a strong team in place, we will be able to move to bolster future earnings 
and distributions through the development of a new hotel on Main Street and the Phase II, III and 
IV programs on the waterfront. Phase II activities on the waterfront will be followed by the 
development of our Whistle Bend mixed use project, which awaits the completion of a little more 
residential density before we commence our own development plans in earnest.  

The strong start in 2017 has provided for ample Available Funds from Operations (“AFFO”) and a 
strong cash position. This should put us in position to make a second distribution in the current 
year, beginning to move much closer to our yield objectives. This is a welcome outcome after 
weathering the three-year recession in the Yukon between 2013 and 2015. 

Optimism and activity continued to build in the mining sector during the first half of the year, 
which impacts the Partnership in several ways. First, it applies upward pressure on hotel room 
demand and supports both Average Daily Rate (“ADR”) and occupancy improvement. Second, we 
have seen a general improvement in the food and beverage industry which has struggled over the 
past three years, which impacts the performance of both our hotels, and our commercial lease 
portfolio which includes several restaurants. Finally, it has stimulated a return of activity in the 
commercial leasing side, which has led to both an increase in sales activity for NVD and a reduction 
of vacancy in our lease portfolio. When mining is strong in the Yukon, the performance of the 
Partnership is enhanced. We currently believe that the increased levels of activity this year, will 
lead to mining production outcomes in the medium term, which bodes well for a solid economic 
picture going forward.  

Increase in estimated NAV to $2.45 per unit was primarily due to growth in Net Operating Income 
from hotel properties. The Edgewater Hotel and the Coast High Country Inn have both made 
major gains, which will likely see the Hotel Division exceed annual Net Operating Income of $4.0 
million for the first time. 

The key challenge that is holding back financial performance is the amount of vacancy in our Real 
Estate Portfolio. This number has now been reduced to 10%, but that level of vacancy needs to 
drop below 5% before we will be satisfied with the division’s performance. We continue to 
attempt to fill the vacancies at rents that provide a proper return for our properties, but the pace 
of leasing has been slower than what we would like to see. Still, progress is being made, and with 
the economy finally showing signs of life, the pace of our leasing efforts should pick up.  

As noted in earlier reports we acquired a car wash operation as part of a transaction that saw us 
swap idle assets and their associated carrying costs, for land and building assets that included the 
car wash. The first full period of reporting for this asset is included in this report, and I am 
delighted to note that it added margin contribution of $84,000 in the first six months of the year, 
which is slightly ahead of our expectations. While small, this is still a material contribution to 
overall margin performance which improved 16% to $2.7 million for the six months ended June 
30, 2017, as compared to the same period in the previous year.  
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Hotel Performance 

We are shifting our reporting for the hotel division to a focus on division outcomes as opposed to 
providing a detailed review of the individual properties. This is consistent with industry 
approaches and occurs when most of the properties in our portfolio have reached a level of 
maturity, and reliability in respect to their ongoing performance. 

With solid division growth and a strong management team in place, we are seriously 
contemplating the construction of a 60-80 room hotel on our Main Street lands adjacent to the 
Best Western Gold Rush Inn. We believe it will be advantageous for NVD to be responsible for the 
first new built hotel in some time in Whitehorse. While we believe that our properties have the 
strongest market share and are therefore the biggest target from cannibalization from new build, 
we would rather do that cannibalizing ourselves. It is possible that others will deliver new product 
in the market at the same time, as we have heard rumours relating to both a higher end boutique 
hotel proximate to the waterfront, as well as the possible construction of a budget hotel. Our 
plans are to develop a mid-sized property that will carry a four-star flag, positioning it slightly 
above our Best Western an Coast properties, but just below the Edgewater Hotel.  

If we go ahead, the project will commence with the development of a parkade beside the Best 
Western Gold Rush Inn that will ultimately serve both the Gold Rush and the new hotel.  

Further gains from the existing properties will be harder to achieve – with occupancy high 
especially in the high season, and ADRs reaching to the logical top of the range. Some growth in 
occupancy can be achieved at the Coast High Country Inn, the Edgewater Hotel and the 
Downtown Hotel in Dawson, and there is plenty of ADR growth room at the Downtown. Food and 
Beverage outcomes can also achieve meaningful improvement. However solid growth, like that 
experienced in the past few years will have to wait for the delivery of new hotel product within 
the division.  

Rental Division 

Rental Division margin 
contribution for the period 
was up 11.4% year over 
year to $1.16 million. The 
chart opposite compares 
current vacancy to that 
reported as at March 15, 
2017 in our December 31, 
2016 Annual Report. 
Readers will see that the 
vacancy rate has dropped 
to 10%. The objective 
continues to be to get this 
level down below 5%, 
which will require success 
in the rental of the interior 
space at NVD Place.   

 

NVDLP Rental Portfolio Vacancy NVD Place presents the  biggest vacancy challenge. 
Since last reporting we have made gains in Waterfront station (* where condominiums that 
are vacant and subject to sale are counted as vacant inventory). TW170 now contributes to 

vacancy as well although we have sold out most of that property. 

Property Leaseable 
Square Footage 

(Total)

Leased 
Square 
Footage

Vacant Square 
Footage 
(Total)

NVD 
Ownership

Leaseable 
Square 

Footage (Net)

Vacant 
Square 

Footage (Net)

2017 Vacancy 
Rate

March 2017 
Vacancy (Annual 

Report)

NVD Place  50,527      39,186    11,341     100% 50,527      11,341    22.4% 25.4%
Yukon Centre Mall 40,304      39,104    1,200       100% 40,304      1,200       3.0% 5.8%
Waterfront Station* 28,820      28,820    2,031       100% 28,820      2,031       7.0% 12.8%
Spook Creek Station 9,890        9,890      -           100% 9,890        -           0.0% 0.0%
166 Titanium Way 7,606        6,089      1,517       33% 2,485        496          19.9% 19.9%
170 Titanium Way 1,268        -          1,268       67% 845           845          100.0% 0.0%
Nugget Beach 5,899        5,899      -           100% 5,899        -           0.0% 0.0%
Pizza Hut/Marble Slab 4,413        4,413      -           100% 4,413        -           0.0% 0.0%
Gold Rush Inn 1,761        1,761      -           100% 1,761        -           0.0% 0.0%
Edgewater 6,400        6,400      -           100% 6,400        -           0.0% 0.0%
Carcross 1,384        1,384      -           50% 692           -           0.0% 0.0%
Mighty Wash 2,168        2,168      -           100% 2,168        -           0.0% 0.0%
Trade Centre 1 960            960         -           100% 960           -           0.0% 0.0%
Subtotal Commercial 161,400    146,074 17,357    96% 155,164   15,913    10.3% 13.7%

River's Reach 4,283        4,283      -           100% 4,283        -           0.0% 0.0%

Total 165,683    150,357 17,357    159,447   15,913    10.0% 13.3%

As at June 30, 2017 Net NVD Ownership Position at July 2017
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For more than a year we have concentrated on leasing the interior of NVD Place, by focusing on 
medical related uses, however the time frames associated with final decision making on medical 
leases has been longer than anticipated. To meet objectives, we are now casting a wider net, 
however we continue to focus on complimentary uses for the space in consideration of our 
existing tenant base. A respiratory clinic will open in the second half of the year, which is an 
excellent fit for the property. Where possible we will continue to prioritize medical uses for this 
space given the ideal nature of this project as a professional centre. 

We have leased out the one remaining office space on the second floor of Waterfront Station 
meaning that the only spaces remaining are on the third floor. We are converting one of these 
two remaining spaces into a sales centre to support NVD’s upcoming projects, meaning we have 
one space left to lease in Waterfront Station. Strong sales efforts supported by continued 
economic growth should allow us to return to the historical levels of performance we have seen 
from our Real Estate Division. 

The City of Whitehorse has made great progress in supporting the development of Whistle Bend 
which will become the major residential area in the city. NVD owns the prime commercial real 
estate in this project and we believe that by the time Phase 4 is solidly underway and Phase 5 has 
begun (there are eight phases in the project), it will be the appropriate time to begin development 
of our commercial project. We see this potentially commencing in 2018. 

The Economy 

After three years of GDP decline in 2013 to 2015, the only region in Canada to post declines in 
three straight years, the trend reversed in 2016 with Yukon posting the strongest GDP growth of 
any region in 2016. However, the growth in 2016 simply offset the declines in 2015 and there is 
still a long path to travel before the economy returns to the levels witnessed in 2012. We have 
reviewed forecasts from various sources and they vary between slight GDP declines and slight 
growth projected for 2017. The Minto mine remained open longer than planned, and mining 
exploration remains reasonably active. Our own expectation is that 2017 will deliver mild 
economic growth. Whether the final accounting shows a slight decline or slight growth, we are 
witnessing an economic backdrop that is now more help than hindrance.  

While the Canadian Dollar has been on the rise against the U.S. Dollar over the past month, we 
still benefit from a relatively low CDN dollar and low fuel prices, both of which have been strong 
positive influencers for our Hotel Division. The return of optimism to the mining sector, and the 
possibility of mines coming into production in the medium term, has a positive impact on the 
commercial leasing environment. And while interest rates may finally be on the rise, we certainly 
do not see rapid increases in the near to medium term, and in any case, we have now moved a 
significant component of our debt portfolio into fixed rates, with approximately half of the entire 
portfolio locked into a seven-year fixed-rate term. As a result, we have a much lower exposure to 
interest rate increases going forward, than we have had in the past.  

At present NVD views short, medium and long-term prospects in the Yukon positively. Along with 
a strong balance sheet, and on the heels of a successful financing, we believe the time is right to 
turn to a more aggressive stance and once again begin development activities that are likely to be 
accretive to yields paid out based on sustained operations.  
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Governance and Liquidity 

Management continues to receive strong guidance from a dedicated board of directors and I want 
to thank both Rob Savin and Myron Tetreault for their substantial effort in respect to our recent 
financing. The financing effort has provided liquidity for those that elected it, and provided growth 
capital for our new development projects. The commencement of the new hotel project will 
require additional equity, and we will return to financing efforts when that project has been 
completely defined. In the meantime, we have raised sufficient funds to support the next Phase 
of the River’s Reach project.  

The Ad Hoc offer in May 2016 (previously reported in our 2016 reports) and the oversubscription 
in July 2017 have allowed over $4.5 million in liquidity for our unitholders. We will continue to 
look to provide opportunities for exit whenever we have financing activities underway, and given 
the development plans and economic circumstances projected for the next few years, we will 
seek to provide additional liquidity events over the medium term. From a yield perspective, we 
will continue to focus on growth in income from sustained operations, while also managing to 
achieve meaningful NAV per unit growth. Our management through the recessionary period and 
into the early stages of renewed expansion give us confidence that we should be able to achieve 
both yield and NAV growth on an ongoing basis so long as we are supported by a reasonably co-
operative economy. 

Summary 

The 2013 to 2016 was a long road for the Partnership with a few bumpy spots. We used the time, 
when development was not an option, to effectively strengthen our balance sheet, improve our 
team and set ourselves up for success when renewed expansion was upon us. I am proud of the 
team, and the support we received from an excellent accounting team lead by Philip Fitzgerald 
and Kristine Hildebrand. The fruits of the efforts over the past few years are now likely to become 
very apparent and I will look forward to reporting in more detail in our 2017 Annual Report. 

In the meantime, and as always, we thank you for your ongoing support and encouragement. We 
continue to be supported by a wonderful group of investors who make more than just a financial 
commitment to the Partnership, and we are lucky to be involved with all of you. 

On behalf of the Board of Directors, 

 

Sincerely, 
Northern Vision Development LP 
  
 
 
 
Richard S. Thompson 
Co-founder and Chief Executive Officer,  
Northern Vision Development Limited Partnership 
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Management’s Discussion and Analysis of the Financial Results 
 
The financial statements of NVDLP, which are unaudited and prepared by management, as at and 
for the period ended June 30, 2017 are included with this Semi-Annual Report. Management’s 
Discussion and Analysis should be read in conjunction with the financial statements and related 
notes thereto. Some of the comparable results provided as part of the financial statements were 
prepared by management and audited by Deloitte LLP. 

Statements Prepared Under ASPE 

The Partnership’s financial statements for the period ended June 30, 2017 utilize Accounting 
Standards for Private Enterprise (“ASPE”) which were adopted for the first time by the Partnership 
in 2011. The Partnership could move to the IFRS framework in the future if desired. 

Retention Awards 

At period end 54,375 retention awards with a value of approximately $165,673 were issued to 
directors who elected to take the units in lieu of cash. (49,425 and $111,206 – June 30, 2016). 
During the period, no units were redeemed (2016 - 18,578 units for $40,500) and 16,124 units 
were issued (2016 – 13,185).  

At June 30, 2017, senior employees were entitled to receive 104,431 units over a three-year 
period. At period end 33,612 units had been vested resulting in an estimated liability of $78,988 
(2016 -  72,833 units). During the period 15,112 units were redeemed for $35,514 (2016 - 18,543 
and $40,238)  

In total, a liability of $244,661 ($172,293 – 2016) has been accrued for vested retention awards 
not redeemed. 

Long Term Debt: At June 30, 2017, long term debt was $32,917,912 contrasted to $31,835,703 as 
at December 31, 2016. Advances on loans totaling $1.75 million were drawn down during the 
period with BDC to finance renovation activity at the Edgewater Hotel. There was no convertible 
or short-term debt in place at either the beginning or the end of the reporting period.  

Weighted Average Cost of Debt: At June 30, 2017, weighted average cost of long term debt 
increased to 4.14% (3.63% at December 31, 2015).  This increase was a result of a conscious 
decision taken by the board and management in June 2017 to migrate a significant portion of the 
portfolio from variable rate to fixed rate in anticipation of interest rate increases by the Bank of 
Canada. This was accomplished by moving a total of $15.1 million in BDC loans secured by NVD’s 
Hotel Properties from a variable rate loan (rate before conversion - 3.70%) to a seven-year fixed 
rate loan maturing in June 2024 at 4.35%. Within several weeks of making this move, the Bank of 
Canada raised interest rates by 0.25% for the first time in many years. Accordingly, while this shift 
will increase interest costs in the short term, it is expected to provide a much more stable interest 
expense environment for NVD over time. 

NVD’s loan portfolio now includes 76% fixed rate and 24% variable rate loans (32% fixed and 68% 
variable at December 31, 2016) and the shift to fixed was achieved with no penalties or fees 
charged. The average cost of fixed debt was 4.20% while the cost of variable rate debt was 3.93% 
as at June 30, 2017 (3.33% for fixed and 3.79% for variable as at December 31, 2016).  

Currently, the Partnership is exposed to interest rate risk with each 1% rise in its variable interest 
rates responsible for an annual increase of $79,179 in interest expense ($217,669 at December 
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31, 2016), The drop in the interest rate expense exposure is a result of the move to a higher 
percentage of fixed rate debt.  

Working Capital 

Cash balances were positive at the end of the period as opposed to negative at June 30, 2016. 
Normally the Partnership is under cash pressure at the end of June, having completed the slow 
season for hotels and with the responsibility for making large property tax payments by June 30. 
It is for this reason that NVD maintains a credit line facility, however with strong performance in 
the first half of 2016, and due to proceeds from property sales of $788,000, the Partnership exited 
the period with positive cash balances and no need to utilize the credit line.  

Accounts Receivable balances were up sharply from the end of the year – at $1.25 million 
($728,000 at December 31, 2016) reflecting the normal pattern of having higher accounts 
receivable during the Hotel Division high season.  Still, the activity levels are higher in 2017 and 
the Account Receivable balances are up from $950,000 at June 30, 2017. 

Inventory levels remained relatively unchanged from year end levels, at $198,000 ($175,000 at 
December 31, 2016) but were up slightly due to the seasonality of the Hotel Division.  

Loans Receivable were down to $1.12 million from $1.33 million at December 31, 2016 reflecting 
the ongoing effort by management to reduce the size of this portfolio. The Partnership believes 
that NVD financial resources are more productively invested elsewhere, and so management is 
being more restrictive in the use of Vendor Take Back loans and tenant fit up loans. At the end of 
2013 over $3.0 million in loans receivable were in place, so this balance has been reduced by 
roughly two thirds in the intervening period. During the six-month period, in addition to normal 
principal repayment, five loans were retired totaling $368,400 and one new VTB was issued for 
$155,000. While normal payments will continue to reduce the outstanding balance, management 
will continue to seek opportunities to further reduce the outstanding balances.  

Accounts payable and accrued liabilities totaled $1.13 million at June 30, 2017 ($0.99 million at 
December 31, 2016 and $1.15 million at June 30, 2016). This reflects payables accumulated in the 
normal course of business and once again reflect high season activity levels at the end of June.  

Fixed Assets   

Property and equipment increased during the period to $51.03 million ($49.55 million at 
December 31, 2016) primarily reflecting the investment in the Edgewater Hotel net of 
depreciation recorded during the period.  

Property under development also increased during the period to $4.24 million ($3.82 million at 
December 31, 2016) which was the result of the purchase of Lot 10 on Waterfront Place which 
will be utilized as part of the future development of NVD’s Waterfront Station program which is 
now once again underway.  

Properties held for sale ended the period at $NIL ($375,000 at December 31, 2016) reflecting the 
sale of the final three Titanium Way lots held by NVD.  

Other assets increased to $891,000 from $633,000 at the beginning of the period due to an 
increase in prepaid expenses that mainly related to property taxes.  

As a result of the foregoing, book value of assets of the Partnership increased during the period 
to $58.9 million from $57.6 million at December 31, 2016.  
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Capital Accounts 

The number of units remained unchanged during the period. Subsequent to period end, the 
number of units increased as a result of the completion of the Private Placement, while the total 
number of unitholders decreased. This activity will be reported on fully as part of the Annual 
Report to Unitholders for the period ending December 31, 2017. 

With income of $965,000 during the period and a distribution paid of $900,000, the balance for 
Partners’ equity remained largely unchanged for the period at $24.62 million ($24.56 million at 
December 31, 2016).  

Operating Activities 

Revenues: Revenues for the period increased to $8.8 million from $7.6 million for the same period 
in 2016. The largest component of this change, $567,000, was derived from the sale of three 
Titanium Way lots (compared to the recognition of less than $10,000 from Titanium Lot sales in 
the same period in 2016). Hotel Division contributed $481,000 of the revenue gains, and Real 
Estate Rentals was responsible for $149,000.  Other operations, primarily revenues from car wash 
operations, made a minor contribution to the revenue increase of $12,000.   

Gross Profit and Direct Expenses: In step with the revenue improvement, Gross Profit was up 
$531,000 in the period to $3.2 million ($2.6 million in 2016). Gross profit improvement of 20.1% 
exceeded the 15.1% growth in revenues during the period. This was due to the inclusion of the 
high margin results associated with sale of Properties held for sale, and strong management of 
variable costs in the other divisions.     

Expenses:  

Amortization: Amortization expense were flat in 2017, at $970,000 as compared to $968,000 for 
the first six months of 2016. Acquisition and development activities were relatively minor in 2016 
which resulted in the slowing of increases in Amortization expense.   

Interest Expense: Interest expense for the period was $590,000 for the period ($650,000 – 2016). 
The decline is explained by $3.0 million in 6.75% convertible debt being in place for much of the 
reporting period in 2016, partially offset by an increase in the amount of lower cost commercial 
debt due to the loan utilized for Edgewater Hotel renovations. As the Partnership has moved its 
commercial debt skew to more expensive fixed rate debt at the end of the period, the interest 
rate variances on a year over year basis will deliver negative variances for the balance of the year.  

Wages: Wages were up $55,000 over the same period in the previous year to $543,000 ($488,000 
– 2016). During the period NVD invested in its property management services in preparation for 
branching out and supplying third party Property Management. While this contributed to negative 
variances in the short term, it is anticipated this will grow margins and revenues in the future. In 
addition, NVD introduced an RRSP matching program for salaried management employees in 
January 2017, which added $19,000 to wage costs during the period and which largely replaced 
salary increases for the period that would have otherwise been granted.  

Governance: Board size has been stable and accordingly the costs were relatively flat for the first 
six months of 2016. Total Governance costs were $77,000, down from $81,000 for the same 
period in 2016. While board fees per member increased slightly in the current year, in 2016 NVD 
incurred a facilitation fee for board and General Partner strategic work in January 2016 and 
associated travel costs for board members, which were not repeated in 2017. 
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Office Costs: The Partnership’s office expenses decreased to $53,000 in 2017 compared to 
$84,000 in the same period in 2016. The primary reason was that NVD was utilizing space in the 
TW166 building for storage and maintenance in the first half of 2016. The Partnership was 
committed to this space as part of an arrangement with our Joint Venture partner, however it 
was expensive to use the space for this purpose. By the end of 2016 this space had been sublet, 
accounting for the reduction of these costs in the first half of 2017.  

Professional Fees Professional fees for the period were restricted to accrual of year end audit fees, 
which say this expense line decrease to $29,000 from $43,000 in the first half of 2016 where some 
legal fees were also incurred.   

Bad Debt Expense A small amount related to a previous bad debt allowance associated with a 
restaurant in NVD Place was recovered during the period and no further provisions were made. 
This resulted in a recovery of bad debt expenses of $3,000 as contrasted to the provision of bad 
debt expenses related to our restaurant tenants of $41,000 in the first half of 2016. 

Income from Operations: Due to the sale of the final three lots at the Titanium Way Business Park, 
and strong performance from both the Hotel and Real Estate Divisions, the Partnership recorded 
income from operations of $874,000 (2016 -$255,000). 

Sales Activities and Income 

Interest Income: With the ongoing mandated reduction of the Partnership’s loan portfolio there 
has been a corresponding reduction in Interest Income. This accounts for the 48.6% decline to 
$27,000 in Interest income (2016 -$53,000) 

Gain on disposal of Property and Equipment: The $64,000 recognized in the first half of this year 
related to the Partnership’s joint venture interest in a gain realized on a condominium Sale in the 
Titanium Way 170 project. This compares to $40,000 in 2016, of which $33,000 was associated 
with the sale of a River’s Reach condominium, $5,000 from the sale of shuttle buses, and the 
balance related to sales of miscellaneous hotel assets.  

Net Income: Net income increased 178% to $965,000 (2016 -$348,000).  

Risk 

As economic conditions improve in the Yukon, the risks faced by the partnership are reduced. 
However, NVD still faces some risk associated with outstanding balances owed by restaurant 
tenants who were negatively impacted during the 2013-2016 recessionary period. Some of these 
restaurants are now beginning to pay outstanding amounts, but continue to receive consideration 
of abated and/or deferred rents. Management views this risk as receding, however it remains a 
risk for the Partnership.   

The board and management moved to address the other large risk for NVD which is exposure to 
interest rate increases. Through a major shift in the portfolio from variable to fixed rate, the 
expenses of the Partnership have been increased, but this risk has been substantially reduced 
going forward as outlined earlier in this report.  

Finally, Hotel Division performance is impacted by currency fluctuations, energy costs and other 
factors outside management control such as increased competition. Management is focused on 
managing the downside associated with such risks.  
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Division Margin Performance 
 

The graph illustrates margin 
contribution from each of 
NVD’s key divisions for the 
past ten years, with 2017 
based on actual to date and 
estimate for the balance of 
the year.  

The strong growth in Hotel 
Division contribution has 
been clearly evident over 
the last three years. The 
Real Estate Rental Division 
margins have picked up the 
pace of their growth as 
strength returned to the 
Yukon economy beginning 
in 2016.  

The ongoing contribution from the Car Wash is in evidence in the green line which captures all 
other revenues, and growth in margin from Car Wash activities is offsetting the outcome of the 
effort to reduce NVD’s loan portfolio and redeploy that capital. This green line should pick up the 
pace of growth as third-party Property Management revenues start to be realized.  

 
Summary and Outlook 
 
Management expects the strong Hotel Division performance to continue throughout the summer 
of 2017.  The Partnership is confident that the division will post record results for the full year 
given the very strong start. Looking forward, success will depend on: 
 

 The launch and delivery of the Waterfront lands projects, commencing in summer 2017, 
involving both residential and commercial projects; 

 Preplanning and launch of the Whistle Bend Project likely by 2018; 

 Successful delivery of new hotel product in the Whitehorse market within the next two-
year period including the development of a parkade in association with this project; 

 Follow on financing to support the hotel development and Whistle Bend projects; and 

 Continued success in reducing Real Estate portfolio vacancy to below 5%. 

 

The outlook for the Partnership is positive.  
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 

The accompanying financial statements of the Northern Vision Development Limited Partnership 
and all the information in this annual report are the responsibility of management and have been 
approved by the Board of Directors.  

These financial statements have been prepared by management in accordance with Canadian 
Accounting Standards for Private Enterprises (“ASPE”).  Financial statements are not precise since 
they include certain amounts based on estimates and judgments.  When alternative accounting 
methods exist, management has chosen those it deems most appropriate in the circumstances, 
in order to ensure that the financial statements are presented fairly, in all material respects.   

The partnership maintains systems of internal accounting and administrative controls of quality 
that are consistent with reasonable cost.  Such systems are designed to provide reasonable 
assurance that the financial information is relevant, reliable and accurate and the partnership's 
assets are appropriately accounted for and adequately safeguarded. 

The partnership's management is responsible for ensuring that the partnership fulfills its 
responsibilities for financial reporting and is ultimately responsible for reviewing and approving 
the financial statements. 

The Board of Directors review and approve the partnership's Semi Annual financial statements 
The Board of Directors meet periodically with management, as well as the external accountants, 
to discuss internal controls over the financial reporting issues, to satisfy themselves that each 
party is properly discharging their responsibilities, and to review the annual report, the financial 
statements and the external accountants' report.  The Board of Directors takes this information 
into consideration when approving the financial statements for issuance to the partners.  The 
Board of Directors also consider the engagement of the external accountants. 

The financial statements as at and for the period ended June 30, 2017 have not been audited.  
 
August 4, 2017 
 
On behalf of the Board: 
 

 
Myron Tetreault, Director and Chairman of the Audit Committee 
 

 
 
 

Piers McDonald, Director and Chairman of the Board 
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 Northern Vision Development Limited Partnership  

  Consolidated Statements of Financial Position  
   
       

As at    June 30, 2017 December 31, 2016 

   (unaudited) (audited)  

ASSETS      

 Cash     $             97,952     $         947,204  

 Accounts receivable   1,247,211   727,713  

 Inventories    198,085   175,218  

 Loans receivable (note 8)   1,198,458  1,329,784  

 Property and equipment (note 2)    51,031,811   49,552,185  

 Property under development (note 3)   4,235,072   3,815,020  

 Properties held for sale (note 4)   -   375,206  

 Other (note 5)                 890,512   633,031  

      $     58,899,100  $    57,555,361  

LIABILITIES & PARTNERS' EQUITY    

 Accounts payable and accrued liabilities    1,127,194   992,027  

 Customer deposits    151,610   134,382  

 Deferred Revenues    78,317  33,317    

 Long term debt (note 7)   32,917,912   31,835,703  

     $     34,275,033   $     32,996,379  

Partners' equity (note 12)           24,624,067   24,558,982  

      $     58,899,100  $    57,555,361 

 
 
On behalf of the Board: 
 

 
Myron Tetreault, Director and Chairman of the Audit Committee 
 

 
 
 

Piers McDonald, Director and Chairman of the Board 

 
 
 
The accompanying notes are an integral part of these financial statements  
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Northern Vision Development Limited Partnership  
Consolidated Statements of Partners’ Equity 

 

 

 Six Months Ended  Year Ended  

 June 30 2017 December 31 2016 
 
Partners' equity, beginning of period  $          24,558,982   $         23,189,063 
Net income for the period                     965,085                   1,611,600  
Units issued -                   508,319   
Partners’ Equity before distribution 25,524,067 25,308,982 
Less distribution                   (900,000) (750,000)   

Partners' equity, end of the period   $          24,642,067   $         24,558,982  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of these financial statements  
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Northern Vision Development Limited Partnership  
Consolidated Statements of Comprehensive Income 

 

For the six months ended June 30, 2017 2016 

    
Revenues    
 Hotels   $            6,598,079   $            6,117,021  

 Rentals   1,421,306              1,325,170  

 Sale of properties held for sale  576,413                    9,753 

 Other operations   195,720  183,503  

   8,791,518              7,635,447  
Direct expenses    
 Hotels   4,863,342                4,606,533  

 Rentals   262,736                 285,441  
 Cost of properties held for sale  382,094  - 

 Other operations  108,927                      99,999  

   5,617,099                4,991,973  
Gross profit                3,174,419   2.643,474  
 
Expenses    
 Amortization   970,031                    967,553  

 Interest   589,706                    649,753  

 Wages   543,229                    488,260  

 Governance   76,655                      80,530  

 Office  53,201                      83,933  

 Marketing   21,165                      18,505  

 Professional fees   29,409                      42,958  

 Travel  19,806                      41,421  

 Bad debt expense  (3,076)                     15,949  

   2,300,127                2,388,861  
Income (loss) from operations                    874,292                   254,613 
 
Other income    
 Interest income   27,086                      52,648  

 Gain on disposal of property and equipment   63,707                      40,395  

Total Comprehensive Income   $                965,085   $               347,655 
 
 
 
 
 
The accompanying notes are an integral part of these financial statements  
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Northern Vision Development Limited Partnership  
Consolidated Statements of Cash Flows

 

For the six months ended June 30   2017 2016 

      
Cash flows from operating activities    

 Net income for the period                 $           965,085   $            347,655  

 Add back     
  Amortization of financing fees   16,449                16,296  

  Amortization of other assets   7,297                     7,297  

  Amortization of property and equipment   946,285                 944,140  

  Gain on disposal of property held for sale   (194,319)                (42,991) 

  Gain on disposal of property and equipment   (63,707)                  (7,156) 

               1,667,091              1,265,241 

 Changes in non-cash working capital balances    
  Accounts payable and accrued labilities   135,167           (176,245) 

  Accounts receivable   (519,498)             (28,596) 

  Other assets   (257,481)          (617,504) 

  Deferred revenues   44,500                51,627  

  Customer deposits   16,778              (13,144) 

    1,096,557           481,378 
Cash flows from investing activities    
 Loans receivable  131,326               221,818  

 Proceeds on sale of property   788,463               502,041  

 Purchase of property   (2,878,510)       (1,611,442) 

              (1,958,721)           (887,583) 
Cash flows from financing activities    
 Financing Fees paid, net   6,490                76,391  

 Advances of long-term debt   1,749,930           3,910,000  

 Repayment of Debenture   -          (3,000,000) 

 Units issued  -                -  509,851 

 Distribution to unitholders   (900,000)           (750,000) 

 Repayment of short-term debt   -                (50,000) 

 Repayment of long-term debt   (843,508)        (1,081,380) 

    12,912           (385,138) 
Decrease in cash during period           (849,252)           (791,343) 
 
Cash, beginning of period             947,204        772,985 
Cash, end of period  $           97,952  $           (18,357) 

 
 
The accompanying notes are an integral part of these financial statements  
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1. Summary of Significant Accounting Policies 

Nature of Operations         

Northern Vision Development Limited Partnership (the "partnership") was formed as a limited partnership under 
the laws of Alberta on January 15, 2004 and was extra-provincially registered under the Partnership and Business 
Names Act of the Yukon Territory on March 22, 2004.  The partnership's principal business is the acquisition, 
development and sale of commercial, industrial, residential and hospitality real estate located in Whitehorse, Yukon. 

The partnership consists of a general partner, Northern Vision Development Corp., and a number of limited 
partners holding partnership units.  

Pursuant to the terms of the Limited Partnership Agreement, the General Partner has unlimited liability for the debts 
and obligations of the Limited Partnership. The liability of each Limited Partner is limited to the amount of capital 
contributed or agreed to be contributed, the Limited Partner's assumed share of the mortgage financing, and their 
share of undistributed income. 

Basis of Accounting   

These financial statements reflect only the   assets, liabilities, revenue and expenses of the Partnership and 
therefore do not include any other assets, liabilities, revenues or expenses of the partners or the liability of the 
partners for income taxes on earnings of the Partnership. These financial statements have been prepared in 
accordance with Canadian accounting standards for private enterprises (ASPE).   

Basis of Consolidation  

The consolidated financial statements include the financial statements of the Company its controlled subsidiaries 
and joint venture interests. Control is achieved when the Company has the power to govern the financial and 
operating policies of an entity so as to obtain benefits from its activities. The results of subsidiaries acquired or 
disposed of during the year are included in the consolidated statement of comprehensive income for the effective 
date of acquisition or up to the effective date of disposal, as appropriate. All intercompany transactions and balances 
are eliminated on consolidation. The financial statements of the Company’s subsidiaries are prepared using 
consistent accounting policies and the same reporting date as the Company. These consolidated financial statements 
include the accounts of the partnership and wholly owned subsidiaries Iditarod Landscaping Inc. and 45978 Yukon 
Inc., the partnerships 50% interest in the Dawson Downtown Partnership and its other joint venture interests.  

Partnership 

The financial statements reflect the accounts of the partnership only and consequently, do not include all assets, 
liabilities, income and expenses of the partners. No provision has been made in these accounts for partners' 
remuneration, interest on invested capital or income taxes. 

Inventories  

Inventories consist of residential properties held for sale and hotel supplies; which are valued at the lower of cost 
and net realizable value. Cost is determined on a first in, first out basis. A provision is raised when it is believed that 
the costs incurred will not be recovered on the ultimate sale of the inventory. 

Property and Equipment        

Property and equipment are stated at cost less accumulated amortization.  Capitalized costs include all direct costs 
related to development, construction and upgrades, other than ordinary repairs and maintenance, carrying costs 
including interest on debt to finance projects, property taxes and land acquisition costs. Amortization is provided 
using the following annual rates: 

 

 Category Method Rate  

Automotive                        Declining balance basis        30%     
Buildings                           Declining balance basis        4%  
Computer equipment         Declining balance basis           30% 
Furniture and fixtures Declining balance basis 20% 
Paving and landscaping Declining balance basis 8% 
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1. Summary of Significant Accounting Policies (continued) 
 

Impairment of Long-Lived Assets 

Long-lived   assets   consist of   property   and   equipment   and organization costs. Long-lived assets held for use are 
measured and amortized as described in the applicable accounting policies. In the event that facts and circumstances 
indicate that the partnership's long-lived assets may be impaired, an evaluation of recoverability would be 
performed.   Such an evaluation entails comparing the estimated future undiscounted cash flows associated with 
the asset to the asset's carrying amount to determine if a write-down to market value or discounted cash flow value 
is required.  Any impairment is included in earnings (loss) for the year.  The partnership has determined that no 
circumstances exist that would require such an evaluation. 

Income Taxes                         

The partnership is a limited partnership.  As a result, the partnership's earnings or losses for federal income tax 
purposes are included in the tax returns of the individual partners.  Accordingly, no recognition has been given to 
income taxes in the accompanying financial statements of the partnership.   Net earnings for financial statement 
purposes may differ significantly from taxable income reportable to unit holders as a result of differences between 
the tax basis and financial reporting basis of assets and liabilities and the taxable income allocation requirements 
under the partnership agreement. 

Revenue Recognition            

Properties are rented to tenants pursuant to rental agreements, which provide for various rental terms with 
nonrefundable rental payments. The rental agreements may be terminated at any time by the tenant without 
further obligation or cost upon sufficient notification. Revenue from rental agreements is recognized over the rental 
term as amounts become due. 

Hotel revenue is recognized as services are provided. 

Where revenue is obtained from the sale of properties held for sale or under development, it is recognized when the 
significant risks and rewards have been transferred, collection is reasonably assured and there are no significant 
obligations remaining. This normally takes place on exchange of unconditional contracts and transfer of title.  

Refundable tenant security deposits are recorded as a liability until repaid to the tenant.  

Use of Estimates   

The preparation of financial statements in accordance with Canadian generally accepted accounting principles for 
private enterprises requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities  at  the  date  of  the  financial  statements  and  
the  reported amounts of revenue and expenses during the reporting period. Significant areas requiring management 
estimates relate to the determination of the impairment of assets, useful lives of property and equipment, inventory 
obsolescence, recognition of revenue and recovery of receivables. Actual results could differ from those estimates 
and may have an impact on future periods. 

Property and equipment held for sale                             

The partnership classifies the assets of a business as held for sale when management approves and commits to 
a formal plan of sale and it does not believe it can utilize the lands for active development.  The carrying value of the 
net assets of the business held for sale are then recorded at the lower of their carrying value or fair market value, 
less costs to sell. 

Property under development  

The partnership classifies properties under development as those that are or will be actively developed for the 
purposes of generating rental income or subsequent revenue from sales for the partnership income for the 
partnership. 
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1. Summary of Significant Accounting Policies (continued) 
 

Non-Monetary Transactions          

All non-monetary transactions are measured at fair value unless: 
-  the transaction lacks commercial substance; 
-  the transaction is an exchange of a product or property held for sale in the ordinary course of business for a 

product or property to be sold in the same line of business to facilitate sales to customers other than the 
parties to the exchange; 

-  neither the fair value of the assets or services received nor the fair value of the assets or services given up 
is reliably measurable; or 

-  the transaction is a non-monetary, non-reciprocal transfer to owners that represents a spin-off or other form 
of restructuring or liquidation. 

A non-monetary transaction has commercial substance when an entity’s future cash flows are expected to change 
significantly as a result of the transaction. 

Joint Ventures  

Joint ventures are entities over which the partnership has joint control with one or more unaffiliated entities.   
Joint venture investments are accounted for using the proportionate consolidation method as follows: 
- the balance sheet includes the partnership’s share of the assets that it controls jointly and the liabilities for which 

it is jointly responsible; 
- the statement of operations includes the partnership's share of the income and expenses of the jointly controlled 

entity; and 
- gains on transactions between the partnership and its joint ventures are eliminated to the extent of the 

partnership's interest in the   joint ventures and losses are eliminated unless the transaction provides evidence of 
an impairment of the asset. 

Financial Instruments  

Accounts receivable and notes receivable are initially recorded at fair value and subsequently measured at amortized 
cost. Accounts payable and accrued liabilities, short term loans, promissory notes, customer deposits, related party 
balances and long-term debt are initially recorded at fair value and subsequently measured at amortized cost. 
Financing and transaction costs associated with long term debt are netted against the carrying value of the long-term 
debt and are amortized over the term of the financing using the effective interest rate method. Financial assets are 
recognized on the date the partnership commits to purchase or sell the asset and derecognized when the partnership 
no longer controls the contractual rights that comprise the financial instrument, which is normally the case when the 
instrument is sold or all the risks and rewards of ownership have transferred to an independent third party.  
 

2. Property and Equipment  

as at June 30, 2017 (unaudited)  December 31, 2016 (audited) 

  Cost Amortization   NBV    Cost Amortization   NBV  

Automotive  $     237,817   $    167,563   $      70,254    $    189,440   $     158,734   $      30,706  
Buildings  48,895,294   9,635,836   39,259,458    47,231,746   9,269,639   37,962,107  
Computer and software  722,911   500,645   272,266    721,738   459,180   262,558  
Furniture and fixtures  4,611,669   2,924,457   1,687,212    4,206,819   2,770,543   1,436,276  
Land and improvements  8,854,648                       -  8,854,648    8,894,102                   -    8,894,102  
Paving and landscaping  1,813,582   925,608   887,973    1,851,999   885,563   966,436  

 
 

$65,185,920   $14,154,110  
 

$51,031,811   
 

$63,095,844   $13,543,659  
 

$49,552,185  
 

During the period, the partnership recorded a gain of $63,707 (2016 - $40,394) from the sale of Plant, Property and 
Equipment. In the period, a hotel was closed for renovations. It reopened in April 2017. Expenses of $49,717 (2016 - 
$43,572) and interest of $22,800 (2016 - $15,175) were capitalized as part of the renovation. 
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3. Property Under Development  
 

Property under development consists of 4 land parcels (2016 - 3) under active development or lands identified for 
development by the Partnership for sale to third parties.  During period expenses of $33,567 (2016 - $19,403) and 
interest of $44,982 (2016 - nil) were capitalized.   

4. Property and Equipment Held for Sale  

Property and equipment held for sale consist of land accounted for at the lower of net book value and estimated net 
realizable value. Earnings and cashflows are included in the current operations of the partnership. During the period 
expenses of $3,556 (2016 - $7,115) were capitalized prior to all of the land being sold. 
 

The partnership recorded a gain of $175,906 (2016 - nil) from these sales. The partnership recorded an additional 
gain of $18,410 (2016 - $9,753 relating to a sale that was recorded in 2014; the gain recognized represents a portion 
of in kind consideration not recognized in the period. At June 30, 2017, there is a further $5,300 (2016 $28,007) in 
gains that are deferred to future periods. 

   
5. Other Assets   

As at  June 30, 2017 December 31, 2016 

Prepaid expenses  $555,618   $316,153  
Goodwill  308,719   308,719  
Other assets  26,175   19,206  

  $890,512   $633,031  
 

6. Bank Overdraft  

The partnership also has a bank overdraft is secured by a mortgage on four residential condominiums for a maximum 
of $750,000 that was not utilized at the end of the period.        
      

7. Long Term Debt  

As at June 30, 2017 there was $273,457 (2016 - $283,417) in deferred financing fees netted against long term debt. 
 

During the period, amortization of deferred financing fees amounted to $16,449 (2016 - $12,045). $6,490 in new fees 
were incurred in the period (2016 - $76,391).   

  

 June 30, 2017 December 31, 2016 

Loan payable to BDC -with fixed monthly repayments of $52,350 
(increasing to $73,875 with effect July 23, 2017) principal plus 
interest, fixed at 4.35% for seven years and due April 30, 2034 
secured by a first mortgage over 3 hotel properties.  

$   15,095,980                         $   13,460,174

Loan payable to First Nations Bank - interest at 3.95%, due October 
31, 2020, monthly principal repayments of $25,997 plus interest, 
secured by: first mortgage and assignment of rents on the 
partnership's interest in the land and buildings at 4201 4th Avenue, 
Whitehorse. 
 

   5,702,254                    5,855,675

Loan payable to BDC - interest at 4%, with fixed monthly 
repayments of $19,230 principal plus interest at 4%, due April 30, 
2034 secured by a first mortgage and assignment of rents at 
2180/2190 2nd Avenue Whitehorse  

3,838,047                           3,951,379

Loan payable to RBC - interest at 3.7%, due January 4, 2019, payable 
with monthly principal payments of $14,400 plus interest, secured 
by a first mortgage and assignment of rents from properties at 2237 
2nd Avenue Whitehorse. 
 

2,572,304 2,663,803
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7. Long term Debt (continued) 
 June 30, 2017 December 31, 2016 

Loan payable to Yukon Housing Corporation with interest at 5% 
due May 31, 2019, with an annual accrued interest expense of 
$67,473 secured buy lot 117, Whitehorse, YT 2014-0069.  
 

1,416,943                        1,394,470 

Loan payable to RBC - interest at 3.01%, due May 1, 2018, payable 
in equal installments of $7,481 principal and interest, secured by a 
first mortgage on the property of 9016 Quartz Road, Whitehorse. 
 

                1,132,075 1,157,422                          

Loan payable to Scotiabank - interest at 3.04%, with fixed monthly 
repayments of $4,453 of principal and interest, due April 30, 2021 
secured by a first mortgage and assignment of rents over two 
commercial units at 2237 2nd Avenue, Whitehorse. 
 

                    760,318 774,121 

Loan payable to BDC - interest at BDC's floating base rate less 1%, 
due March 23, 2029, with monthly principal repayments of $5,000 
secured by land and building Lot 2A, Block B 335, Plan 2007-0028. 
 

707,970 733,832 

 

Loan payable to First Nations Bank - interest at 3.95%, due October 
1, 2017, with monthly payments of $4,543 secured by a first 
mortgage on 2193 and 2195 2nd Avenue, Whitehorse and a general 
assignment over rental income from the properties. 

           593,801 607,768 

 

Loan payable to BDC - interest at BDC's floating base rate less 1%, 
due May 23, 2031, with monthly principal repayments of $2,300 
plus interest secured by the following: first mortgage on 121 
Copper Road, general assignment over property and equipment     

382,467 396,208

Loan payable to Tr’ondëk Hwëch’in Trust - interest at 5%, due 
October 31st, 2020, with annual principal payments of $35,709 
plus interest due in July, August and September. Secured by a 
mortgage on property at 1026 Second Avenue, Dawson City.   
 

347,032                        347,032

Loan payable to BDC - interest at BDC's floating base rate less 1%, 
due June 23, 2032, with monthly principal repayments of $1,837 
plus interest, secured by the following: first mortgage and 
assignment of rents on the partnership's interest in the land and 
buildings at 166 & 170 Titanium Way, Whitehorse                         

330,750                         338,100

Promissory Note payable to a society at 4%, due no later than 
October 31, 2019 with monthly payments of $9,307; secured by a 
second charge on property at 2237 2nd Avenue, Whitehorse. 
   

241,597 291,968

            $ 33,081,538 $      31,931,122
 

The BDC floating base rate at June 30, 2017 was 4.8% (2016 - 4.7%). RBC and First Nations bank prime rate at period 
end was 2.7% (2016 - 2.7.%).  

 

Principal repayments on long term debt over the next five years and thereafter are as follows: 
2018  3,589,243 
2019 5,550,451 
2020  1,856,693 
2021 1,840,837 
2022 1,561,693 
Thereafter  19,065,706 
 

The partnership’s debt agreements contain covenants which require minimum levels of tangible equity, debt service 
coverage, limitations on indebtedness, and limit the use of proceeds of asset sales, all of which were complied to 
as at June 30, 2017.   
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8. Financial Instruments and Risk Management  

The fair market values of cash, accounts receivable, accounts payable and accrued liabilities, short term loans, notes 
receivable, promissory note, customer deposits and related party advances approximate their carrying values due to 
their short term to maturity or capacity for prompt liquidation. The fair value of long term debt approximates its 
carrying value because the interest rates float with market or are similar to market rates. 
 
Credit Risk 
The partnership is exposed to normal credit risk resulting from the possibility that a customer or counterparty to a 
financial instrument defaults on their financial obligations; if there is a concentration of transactions carried out with 
the same counterparty; or if financial obligations which have similar economic characteristics such that they could 
be similarly affected by changes in economic conditions. The partnership’s financial instruments that are exposed to 
concentrations of credit risk relate primarily to accounts receivable. To mitigate the credit risk, the partnership has 
accounts receivable widely distributed among its customer base, performs regular credit assessments of its 
customers, provides allowances for potentially uncollectible accounts, obtains advance deposits and requires many 
of its customers to pay rent at the beginning of each month. The partnership therefore believes that there is minimal 
credit risk associated with the collection of its accounts receivable. 
 
Interest Rate Risk 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. Changes in market interest rates may have an effect on the cash flows associated 
with some financial assets and liabilities, known as cash flow risk, and on the fair value of other financial assets or 
liabilities, known as price risk. 
 
The partnership is exposed to interest rate risk with respect to its short term financial instruments all of which are 
expected to be realized within one year. As described in note 5, a substantial portion of the partnership’s long-term 
debt bears interest at floating rates. Fluctuations in these rates will impact the cost of financing incurred in the future. 
The partnership’s various loans have rates between 3% an 7% and maturing between one and ten years. 
 
Liquidity Risk 
Liquidity risk is the risk that the partnership will not be able to meet its obligations as they fall due. In the period, the 
partnership met its third party obligations, including all debt service requirements.  
 
Currency Risk 
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in foreign exchange rates. The partnership is exposed to a small amount of currency risk because it does a 
small amount of transactions in US dollars. 

 
9. Loans Receivable  

As at  June 30, 2017  December 31, 2016 

  (unaudited)  (audited)  

Mortgages receivable $               318,024   $              641,206  

Loans receivable                  699,482  584,470  

Advances to joint ventures                      100,499                    104,108 

   $             1,118,005   $           1,329,784  

    
 (i)  Mortgages receivable      

Mortgages receivable represent advances made to vendors of properties sold by the partnership. In all cases, 
security is provided by the underlying property. Interest is charged at rates between 5% and 7%. The total interest 
earned on the loans in the period was $7,554 (2016 ‑ $19,404). The maximum exposure to the credit risk 
associated with the mortgages receivable occurs if the borrower defaults on repayment of the mortgages. 
Therefore, the carrying value of the mortgage receivable balance represents the Partnership's maximum 
exposure to the related credit risk without taking into account any collateral or any other credit enhancements. 
There were no impairments or impairment provisions recorded on the mortgages receivable as at June 30, 2017.  
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9. Loans Receivable (continued) 

 
(ii)  Loans receivable  

Loans receivable are with third party borrowers. The terms of the loans do not exceed 5 years, with interest 
rates ranging from 1% to 12%. The total interest earned on the loans in the period was $ 22,103 (2016 ‑ $28,814). 
The maximum exposure to the credit risk associated with the loans receivable occurs if the borrower defaults 
on repayment of the mortgage. Therefore, the carrying value of the loans receivable balance represents the 
Partnership's maximum exposure to the related credit risk without taking into account any collateral or any 
other credit enhancements.  

 
(iii) Advances to Joint Ventures  

Advances to Joint Ventures are made to assist working capital requirements. Interest is charged at 5% when 
other joint venturers do not contribute their obligation. The total interest collected in the period was $5,091 
(2016 - $5,436). 

 
10.   Subsequent Events  

(i)  Equity changes 

Subsequent to period end, the partnership expects to close a financing involving net proceeds to the Partnership 
of $2,757,530 through the issuance of 1,313,119 units of the partnership at a price of $2.10 per unit. 

At reporting date $1,207,805 of the committed proceeds were received and are being held in trust subject to 
the closure of the financing round.  

(ii) Interest rate changes 

On July 12, the banks lenders increased their variable interest rates by 0.25%.  24% of the partnerships 
mortgages are variable.  

11.    Related Party Transactions and Balances 

Amounts due to related parties are non-interest bearing, payable on demand and have arisen from the sales of 
product and provision of services and cash advances. Management has concluded that it is not practical to determine 
the fair value of related party loans as there is no comparable market data. 
 
During the period, the Partnership had the following transactions with parties that were either partners, employees 
or companies controlled by partners or employees of the Partnership: 

For the six months ended June 30, 2017 2016 

Paid:   
Financing charges and interest - paid to various investors in which the 
partnership has proportionate interests.  $         8,725  $        9,298 

Fees Paid to Directors of the Partnership                   70,593            61,003 

Rents paid to Joint Ventures in which the partnership had an existing 
proportionate interest 41,642

                   
40,336 

Other fees - consists of miscellaneous and contractor payments paid to 
employees, partners, or companies controlled by employees of the 
partnership 18,651

                   
47,978 

  $   139,611   $     158,615  
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11. Related Party Transactions and Balances (continued) 
 
For the six months ended June 30, 2017 2016 
 
Received or recovery from: 

  

Rent - received from a company controlled by an employee of the partnership   59,095  56,069 

Interest - received from a company controlled by an investor and loans to 
employees and Joint ventures  

 9,483  11,349 

Other fees - consists of miscellaneous payments received for services and 
reimbursements for recoveries from joint ventures in which the partnership 
has proportionate interests and related companies 

 37,292  21,810 

  $           105,871  $       89,228 

Loans    
Loans receivable from an entity controlled by one of the unitholders of the 
Partnership   $                        -  $       365,258 

Loans - received from unitholders of the partnership   $           347,032  $       375,000 
 

The related party transactions occur in the normal course of operations and are measured at the exchange value (the 
amount of consideration established and agreed to by the related parties), which approximates the arm's length 
equivalent value for services. 
 

As at June 30, 2017, the Partnership had accounts receivable from related parties of $73,911 (2016 ‑ $45,118) 
As at June 30, 2017, the Partnership had amounts receivable from joint venture partners of $19,178 (2016 - $15,3)   
As at June 30, 2017, the partnership had an amount due to its joint venture partners of $680 (2016 - $2,657).  
As at June 30, 2017, the Partnership had accounts payable from related parties of $306 (2016 ‑ $538) 

 
12. Reporting Segments   

For the six months ended  
June 30, 2017 Hotels  Rentals 

Property Held 
for Sale 

Property Under 
Development Other  Total  

Revenue   $    6,598,079  $  1,421,306  $    576,413 $                   -    $  195,720   $  8,791,518  
Amortization  389,721  543,874                     -               -   36,919   $970,514  
Interest Income                    -   -                     -                      -   27,086   $27,086  
Interest expense  249,044  306,887                     -                    -   33,775   $589,706  
Net income (loss)  1,095,972  307,809 194,319                        -   (685,437)         912,663  
Property and Equipment     18,473,251   32,335,548                 -     4,235,072  1,020,919   55,260,070  

For the period ended June 30, 2016      

Revenue   $    6,117,021   $ 1,377,592  $    494,753 $                   -    $ 183,503  
 

$8,172,869  
Amortization  395,440  494,759                     -               -   61,238     951,437  
Interest Income                    -                     -                       -                      -   52,648        52,648  
Interest expense  213,979  337,976                     -                    -   97,798  649,753  
Net income (loss)  901,069  209,416 42,991                        -   (306,025)     342,637  
Property and Equipment     15,958,539   $32,631,994      471,464     2,080,604 1,020,919 52,163,519  

       
As at June 30, 2017, the partnership had five reportable segments: hotels, rentals, property held for sale and property 
under development. Hotel operations consist of room rental and food and beverage services. Rental properties consist 
of commercial and residential properties held under long term lease. Property held for sale consists of residential 
properties and commercial lots publicly available for sale. Property under development consists of lands and buildings 
in construction. 
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13.  Partners’ Equity  
 

At June 30, 2017, there are 21,291,434 units outstanding (2016 21,291,434).   
 

14.  Joint Ventures  
 

The financial statements include the partnership’s proportionate interest in 3 (2016 - 4) joint ventures.  All are located 
in the Whitehorse, Yukon area.   

Name  Interest  Activity  Year of inception  

Titanium Way Joint Venture 67% Lease of commercial properties  2008  
Dawson Downtown Hotel 50% Construction and sale of residential properties  2013  
North Carcross Joint Venture  50% Lease of commercial properties  2013  

 

  June 30, 2017 December 31, 2016 

Cash   $           103,709   $           111,343  

Accounts Receivable  122,017 71,846 

Government Remittances receivable  23,079 24,562 

Prepaid Expenses  41,610 32,515 

 $             290,416   $           240,266  

Property and Equipment  1,993,404  2,366,413  

Organization costs  125  125  

  $          2,283,944   $        2,606,804  

Accounts Payable and accrued liabilities  165,704  203,191   
Long term debt               871,074   1,074,196  

        1,036,779   1,277,387  

Equity             1,240,520   1,329,417 

  $          2,283,944   $        2,606,804 

Revenues     

Hotels $              566,656 $           524,838 
Rentals               116,537              101.870  
Gains  63,707                  -  

    746,900   $           626,618  

Expenses    
Hotels 585,122 507,918 
Property  50,898  87,738  
Amortization                   10,858                   26,472  
Interest                   22,314                   19,643  

Expenses                  669,192                 641,770  

Net income  $                77,707   $                8,286  

   
Cash flows from operating activities  $             (89,990)   $              16,096  

Cash flows from investing activities  $              202,805    $           (57,515)  

Cash flows from financing activities  $           (219,773)  $           (25,648) 
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15.  Non-Monetary Transactions  

During the period, the partnership purchased a commercial condominium for $900,000, $360,000 of the 
consideration was provided in the form of a promissory note at 4% provided by the vendor.  The vendor has leased 
the space for a five-year term. The partnership has agreed to credit the lease payments and all additional costs 
against the required promissory note payments. Both transactions were done at market value. During the period 
$49,875 (2016 -$20,640) in lease payments were applied against the promissory note and the partnership incurred 
$5,195 (2016 - $2,331) in interest expense.  

In the reporting period 2 commercial lots was sold to an investor who redeemed their holding as part of the 
consideration. The lots were sold for $365,000. 38,836 units were redeemed for $80,611. The balance was paid in 
cash.  The lots were sold at market value and the units were redeemed at the price which was concurrently being 
used for the financing. 

16. Changes on presentation of comparative financial statements  

Certain comparative figures for Joint Venture reporting in Note 14 have been reclassified to conform to the current 
period’s presentation reflecting the decision to report the Dawson Downtown Limited Partnership as a Joint Venture.  

 

  



 NVD Semi Annual Report to Unitholders 
As at and for the six months ended June 30, 2017 

  
 

 Northern Vision Development LP Page 30 
 

CORPORATE INFORMATION 

 
General Partner – Northern Vision Development Corp. 
 
Board of Directors      Head Office 
 
Shirley Adamson**      Suite 200, 2237 2nd Avenue 
Hannes Kovac**       Whitehorse, YT 
Ian McAuley ***       Y1A 0K7 
Hon. Piers McDonald, Chairman**, **** 
Robert Savin****, *****      Phone: 867-668-7886 
Myron Tetreault *, *****      Fax: 867-668-7851 
Brian Titus *       www.nvdlp.com 
     
 *  Denotes member of the Audit Committee  
 **  Denotes member of the Development Committee 
 ***  Denotes member of the Hotel Committee  
 ****  Denotes member of the Governance Committee 
 ***** Denotes member of the Finance Committee 

  
       

Management       Calgary Office 
 
Richard Thompson, Chief Executive Officer    Suite 490, 5119 Elbow Drive S.W. 
Philip Fitzgerald, President, Hotels and CFO    Calgary, AB  
Denny Kobayashi, President, Real Estate    T2V 1H2   
Dylan Soo, General Manager Hotels     c: 403-660-0073 
Adam Gerle, Vice President Marketing    e: rthompson@nvdlp.com 
Kristine Hildebrand, Corporate Controller        
Alexis Brandt, Director Human Resources    Legal Counsel 
Rudy Colasanzio, Director of Maintenance    Barrett Law  
        Whitehorse, YT 
 
        Bennett Jones LLP 
        Calgary, AB 
 
        Accountants 
        Deloitte LLP 
       
  
 
 
 
  
 
www.nvdlp.com  


