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We are pleased to provide you with this report on the activities of Northern Vision Development
Limited Partnership (“NVD” or “the Partnership”) for 2015. Included herewith are financial
statements as at and for the year ended December 31, 2015, along with comparable results for
the year ended December 31, 2014, which have been audited by Deloitte LLP.
An Annual Meeting of the Partnership will be held at 5:00 pm on Tuesday May 3, 2016 at the
offices of OPUS Corporation Suite 500, 5119 Elbow Drive S.W. Calgary, Alberta. We invite all
interested stakeholders to join us for this meeting to receive an update on the progress of the
Partnership as well as information about future plans.
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OVERVIEW AND BACKGROUND
NVD is a private real estate partnership established in February 2004. The Partnership owns and manages hospitality,
commercial and residential assets located in Canada’s Yukon Territory. It also holds a portfolio of lands for sale or
development. From time to time it develops these lands into real estate assets that it then either manages or sells.
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 comprised of
individuals with a diverse mix of skill sets, including experience in the real estate and hospitality industries.
At the end of 2015 there were 21,029,970 units of the Partnership outstanding (2014 - 21,029,970 units) with no options
or purchase warrants issued. Rights to convert associated with convertible debentures result in there being an estimated
22,568,432 units outstanding on a fully diluted basis (2014 - 23,115,544 fully diluted units outstanding). The Net Asset
Value (“NAV”) is estimated at $2.18 per unit ($2.16 on a fully diluted basis) as at December 31, 2015 and is based on
third party valuation of more than 50% of the Partnership’s assets. The value of the remaining assets was estimated by
management and approved by the Board based on the methodology and assumptions used in the third party analysis.
No distributions were made to unitholders during the year, although a distribution of $750,000 based on 2015 Available
Funds from Operations (“AFFO”) was declared subsequent to year end.
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2015 HIGHLIGHTS
During 2015, the Partnership focused on margin improvement in the Hotel Division and vacancy reduction in its
Real Estate Division. Highlights were as follows:
In April 2015, the Partnership was recognized by UpHere Magazine’s Frozen Globe Awards as the best large
business in Canada’s Northern Territories;
At the January 2016 Coast Hotel Annual Convention, the High Country Inn was recognized for the most
improved Gross Operating Profit in 2015 in the Coast Hotel Network;
The management team was strengthened with the addition of Denny Kobayashi in May, who will assist the
CEO in leading the Partnership’s Real Estate Division;
In July, Robert Savin, a founder and longtime supporter of NVD, became a member of its Board of Directors;
Property and equipment assets grew by 2.2% to $49.6 million, from $48.5 million at the end of 2014, due
to reinvestment in properties and the acquisition of land and buildings associated with the Mighty Wash
transaction;
93.1% of short term debt outstanding at December 31, 2014 was retired in 2015, primarily through the
conversion of construction financing associated with the NVD Place project into a long term mortgage
secured by that property;
$1.0 million of the outstanding $4.0 million of convertible debt was redeemed, leaving a balance of
$3.0 million outstanding at December 31, 2015;
Loans receivable by NVD were actively targeted for collection during the year, resulting in a reduction in
the outstanding amount from $2.8 million at December 31, 2014 to $1.9 million at December 31, 2015;
Decline in Gross Revenues of 4.7% from $17.3 million in 2014 to $16.5 million in 2015 was due primarily
to a steep decline in sales of properties under development, partially offset by material increase in
Real Estate Division revenues;
Gross Profit was up 18.5% from $4.7 million to $5.6 million in 2015, largely driven by a record year in the
Hotel Division;
With expenses flat on a year over year basis, Net Income increased 376% or $759,000 from $202,000 in
2014 to $960,000 in 2015 due primarily to the above mentioned improvements in the Hotel Division;
Recorded Available Funds from Operations (“AFFO”) of $1.03 million and declared a distribution of $750,000
payable to unitholders of record at December 31, 2015 on or before April 30, 2016.
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CEO’S LETTER TO UNITHOLDERS
Dear Unitholders:
The past year was a successful one for NVD, which we
expect will be the commencement of a renewed growth
phase for the Partnership. We are pleased that Net
Income levels have begun to rebound towards historical
levels. Equally heartening was the strong performance,
throughout the year, of our Hotels Division, particularly
at the bottom line. We were also encouraged in the
fourth quarter by a pick-up in leasing activity. We have
experienced a difficult period in the Yukon, with GDP
declines in each of the past three years, punctuated by
a steep 6.1% estimated GDP decline in 2015. The strong
efforts of a dedicated Board and management team
have allowed NVD to perform relatively well despite
this disappointing economic backdrop, and we are
currently well positioned for both revenue and income
growth in 2016 and beyond.
We are unlikely to be helped much by the underlying
economy in 2016, as mining announcements are focused
on temporary shut downs or slowing of the application
processes, and the fledging oil and gas industry was
recently dealt a blow through a “non-decision” by
YESAB (the Yukon’s Environmental and Socio-economic
Assessment Board). However, the negative news on the
resource side has been somewhat offset by factors that
impact us positively, particularly in the tourism sector.

There is no question that our hotel division has been
assisted by a low Canadian dollar relative to the US dollar,
successful management moves, and lower energy input
costs. In this report, you will consistently hear two themes
from us: decreased performance in business areas impacted
most significantly by the resource sector; and improvements
in the components of our business driven in part by the
tourism industry’s performance. Although we remain
somewhat pessimistic about the resource sector for the
reasons stated, at the writing of this report we are beginning
to hear some optimism from miners for the first time since
2012, and therefore expect some positive economic drivers
to begin to emerge in the resource sector towards the end
of the year.
We are pleased with recognition of NVD as the top large
business in Canada’s Northern Territories in April 2015 at
the Frozen Globe Awards, and also delighted that the High
Country Inn was recognized at the recent Coast Hotels
Annual Convention for achieving the most improved Gross
Profit over the past year amongst all Coast properties
worldwide. The Coast High Country Inn produced
more than acceptable results this past year, due to the
significant efforts made by your Board and management
to create winning conditions for that property over the
past five years.

NET OPERATING INCOME FROM THE HOTEL DIVISION
INCREASED BY MORE THAN 50% DURING 2015…
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KEY EVENTS IN 2015
The past year was not marked by major acquisition or
investment activity by NVD. The conditions in the Yukon
over the past three years have ensured that a slowdown
in investment and development activity was the prudent
road to take, and this allowed us to focus on implementing
operating efficiencies in our two main divisions. We have
previously referred to one of these divisions as our Rental
Division, but this year we have renamed it our Real Estate
Division. The reason: income is no longer exclusively
derived from premise rentals, but also from operating
income from sources such as the “Mighty Wash” car
wash, development activities and sales of condominiums
and other assets. “Real Estate Division” more accurately
describes this division’s engagement in real estate-related
activities, including development, leasing and sales,
property management activities and the operation of small
businesses within our real estate holdings.
For NVD, the year saw a continuing shift away from the
sales of assets and towards a reliance on sustained
income sources. This has been driven by our desire to
create a consistent yield for investors. In our formative
years we relied on asset sales and development
activities to boost the level of funds available for
distribution. Over the past few years, management has
made a concerted effort to grow income from operations
to provide a more regular source of distributions as the
Partnership matures. Accordingly, we were pleased
to reach record levels of Gross Profit this past year.
Going forward, this should make the Partnership more
comparable to Real Estate Investment Trusts that are
publically traded. Accordingly, we will begin to report on
how we are doing as contrasted to those organizations
with respect to value and yield in 2016.

Our inventory of properties held for development or sale
has also been depleted. This has resulted from successful
sales efforts and development programs, with the
proceeds being distributed to unitholders and reinvested
in assets that produce yield for investors. It has also
meant that we have less opportunity to create one-time
gains from sales of lots and condominiums. Consequently,
consistent growth and significant income from sustained
sources is doubly important as we move forward.
Our Hotel Division was a solid performer in 2015. Net
Operating Income from this division was up more than
50% on the strength of margin contribution growth and
overhead expense reduction. We had completed senior
management changes in the Hotel Division in 2014 and
have made important capital expenditures over the past
five years. These efforts, combined with a stronger overall
team in 2015, produced very acceptable results. The Best
Western Gold Rush Inn and the Coast High Country Inn
delivered solid income contributions. The Downtown Hotel
saw strong top line improvement and the Edgewater Hotel
had an encouraging turnaround year, but there remains
opportunity improvement in the performance of both
properties. We should witness continued strength in our
more mature hotel properties, as the low exchange rate
will likely continue to support improving top line tourismrelated revenue growth, as well as continued improvement
at both the Edgewater and Downtown at the top and
bottom lines.
The Real Estate Division posted revenue growth of 8.2%
despite the poor performance of the local economy. This
growth reflects the beginning of inclusion of revenues from
new leases entered into in both Waterfront Station and
NVD Place towards the end of the year. The growth in this
division is likely to remain steady as we further reduce
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portfolio vacancy in 2016. Our restaurant portfolio, which
is a moderate portion of the overall lease portfolio,
remains the segment most exposed to the continuing
economic challenges in the Yukon.
The opportunities and risks faced by each of our operating
divisions are explored in more detail in the report on
operations, but overall we are pleased with the progress
made in 2015 and optimistic about further revenue, margin
and net income growth in 2016.

GOING FORWARD

full service hotel. However, with recent negative signals
regarding mining and oil and gas projects throughout the
Yukon, management may not bring this project forward at
this time. Accordingly, we are also evaluating a renovation
program at the Edgewater, on a much smaller scale, which
would provide support to that property required to boost
economic prospects without reliance on significant hotel
room demand growth in the Territory. The Edgewater
project would involve substantial room upgrades and the
addition of a much needed elevator in that properly.
Although the Edgewater Hotel had a much stronger year

After a pause to focus on the economic challenges and
address vacancies resulting from NVD and our competitors
delivering too much space into a declining economy, we
are now organizing to support a growth stance. We will
not advance development projects before conditions are
right, but with February 2016 occupancy levels in our main
hotels touching on 90% and with solid hotel utilization
in place, we believe it prudent to give full consideration
to the expansion of the Best Western Gold Rush Inn or,
alternatively, to undertake a major renovation program
at the Edgewater Hotel commencing in 2016. Both ideas
are reaching the final review stage. We have developed
plans for a 58-room expansion at the Best Western Gold
Rush Inn that would lead to that hotel becoming the prime
convention hotel in Whitehorse. If we move forward with
this project, on completion it would offer 157 rooms and
expanded retail and banquet space with the convenience
of a Main Street location. We would build on the success
of year round occupancy that exceeds 80% and take
advantage of synergistic room additions to the existing

in 2015, it is our only Whitehorse-based hotel that has
not yet exceeded our return expectations. Along with
renovation considerations, improvement of its operations
will receive our full attention during the coming year. We
will give consideration to franchising the property with
an internationally recognized hotel brand, and will make
service improvements as well. Our expectation for this
property is to meet or exceed our original investment
return expectations within the next two year period, while
providing a strong return on any additional renovation
investment. Similarly, the Downtown Hotel has yet to
meet return on investment expectations. However, we
are beginning to see positive outcomes from renovation
investments in 2014, which is now leading to improved
revenues. Meeting and exceeding expectations for margin
performance and overall Net Income has been a bigger
challenge. Again, this will be a key focus in 2016.
We have recently seen considerable pickup in demand for
River’s Reach condo purchases at, or even above, original
pricing for this project. While commercial rentals and sales

FEBRUARY OCCUPANCY IN OUR MAIN HOTELS
EXCEEDED 90% FOR THE FIRST TIME IN HISTORY…
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remain challenging, there appears to be improvement in
the demand levels for above average quality residential
condominiums. We have developed initial plans for the

A third party estimate of Net Asset Value (“NAV”) for the
Partnership was obtained by BDO as at December 31, 2014
with a suggested midpoint NAV per unit of $1.98.

NET ASSET VALUE WAS ESTIMATED AT $2.18 ON A
FULLY DILUTED BASIS AT THE END OF THE YEAR…
second phase of our River’s Reach complex on the Yukon
River waterfront, and will keep a close eye on demand in
order to be in a position to move forward on development
when conditions are right.
While we will be prudent in moving forward on future
growth initiatives, and wait patiently for the right conditions
to emerge, we are also ready to develop at the appropriate
time. We are hopeful that such conditions might appear
within the next 12 to 24 month period.

NET ASSET VALUE, DISTRIBUTION AND
FINANCING ACTIVITY
In 2015 the Partnership redeemed $1.0 million of the
$4.0 million Convertible Debenture balance that matures
in August 2016. We are working with the debenture
holders to determine if they would like to convert all or
part of their holdings. If not, it is our intention to redeem
some of these debentures in advance of the final maturity
date as they remain our most expensive debt, at 6.75%
per annum interest.
We recorded an AFFO of $1.03 million, setting the stage
for a return to distributions. The NVD Board of Directors
declared a $750,000 distribution for unitholders of record
as at December 31, 2015 and directed that this be paid out
prior to April 30, 2016.

Subsequently we have been witness to significantly
improved performance in our Hotel Division. In order to
secure financing for the potential expansion of the Best
Western Gold Rush Inn or renovation of the Edgewater
Hotel, we were required to obtain new appraisals
from Shaske & Zeiner for the Yukon Centre Mall and
CBRE for our Whitehorse hotels. Consequently we
now have detailed third party valuations that are up to
date as at December 31, 2015 for more than half of the
NVD portfolio. We have utilized the BDO report, the new
appraisals and management estimates in order to arrive at
a Board approved estimate of NAV per unit at $2.18 as at
December 31, 2015 ($2.16 per unit on a fully diluted basis).
The Board of Directors and the General Partner held
strategic planning sessions in early January 2016.
The objective was to assess strategic direction for the
Partnership. We agreed to continue the development of
the Partnership as a Real Estate oriented organization
focused on exploiting Northern Canadian opportunities.
Management was directed to utilize our strengthening
balance sheet, NVD’s reputation, and our northern
connections in order to grow and enhance the reach of
the Partnership. Given opportunities to expand hotel
operations and the potential for discounted asset
purchases after a long recessionary period, it was agreed
we will seek to raise additional equity in 2016. A portion of
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the funds raised will support an issuer bid to provide liquidity
to those unitholders seeking exit, and half will be leveraged
with low cost commercial financing to fund growth and
expansion of both divisions of the Partnership. We believe
the timing is now right to raise funds, provide formal liquidity
and expand operations when and where appropriate.

SUMMARY
Despite the tough economy, NVD has performed relatively
well. We have weathered three years of GDP decline in
the Yukon with more vacancy than we would have liked,
but we have been making disciplined progress at leasing
this space. As a consequence of effective management,
focused investment and positive economic factors such
as a low Canadian dollar, we have been able to achieve
above expected profit levels in our Hotel Division, a trend
that has continued into the first quarter of 2016.
We believe our prudent and watchful approach over
the past few years now stands to be rewarded as we
seek to finance the next stage of our expansion and
continue to build a sustainable income stream to support
investor distributions.
I take this opportunity to thank the management team
for the considerable efforts they have made to effect
the turnaround in income performance in 2015 and set
the stage for further growth. Our Board also deserves
praise for their continued diligence in ensuring that we
are strategically focused and operating under a strong

governance model. The collective efforts of Board and
management will be directed towards obtaining continued
positive results in 2016.
We hope that you can join us for the Annual General
Meeting in May and we look forward to communicating
to you on the Partnership’s progress at that meeting, and
again in the summer through our Semi Annual Report
to Unitholders.
As in the past, we thank you for your continued support
of the Partnership and we encourage you to consider the
options that will be presented to you with respect to your
investment in the Partnership in 2016. We will be sending
out information to all unitholders in the coming months
regarding your options, and sincerely hope that you will
continue to support, and benefit from, your involvement in
NVD in during the next stage of growth.

Sincerely,
Northern Vision Development LP

Richard S. Thompson
CEO

DESPITE A TOUGH ECONOMY, NVD HAS PERFORMED WELL.
WEATHERING THREE YEARS OF GDP DECLINE IN THE YUKON WHILE
MAKING DISCIPLINED PROGRESS ON A GROWTH STRATEGY…
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CHAIRMAN’S MESSAGE
Dear Unitholders:
Northern Vision Development performed relatively well
in 2015 given the operating background of a relatively
flat northern economy with the resource sector facing
challenges it hasn’t seen in years. The management team,
lead by Rich Thompson, sought out every opportunity it
could to secure new revenues while managing costs and
operating as efficiently as possible. Much of the company’s
success is due to the disciplined, hardworking and creative
leadership provided by Rich and his team. When economic
circumstances improve, and signs are there that this may
already be happening, the company will be well positioned
to take full advantage of new opportunities.
The Board of Directors used their unique and impressive
skills and experience to provide strategic direction to the
management team, both collectively and through board
committees struck to provide advice to management in
the key areas of Hotel Operations, Real Estate, Audit and
Corporate Governance. Efforts were also made to improve
communications between shareholders in the General
Partner, Limited Partner unitholders and the Board and
management of the company. Ensuring there is proper
alignment of interests among all key partners in the
company stands as a high and continuing priority.
2015 saw a reduction in the size of the Board from nine
directors to seven. Rich Thompson stepped down as
a director to help create a more effective CEO/Board
relationship and Trevor Harding, co-founder, and Stanley
Noel, both long time directors, left the board to pursue
other opportunities. It is impossible to thank Trevor and

Stanley enough for the wisdom and passion they brought
to their roles as members of the Board. The legacy they left
behind will be ever present in future board deliberations.
Also in 2015, Rob Savin, long time NVD enthusiast and
investor, joined Ian McAuley, Brian Titus, Myron Tetreault,
Shirley Adamson, Hannes Kovac and myself to round
out the Board. Rob’s day job is Managing Director of
Wealthbridge, a respected investment management and
financial planning company based in Calgary.
In addition to providing excellent customer service through
its operating divisions, earning strong returns for its
investors, and winning awards for top-line performance
in the north, NVD has continued to play its part as a good
corporate citizen. It has made strong efforts to help build
a healthy and inclusive community in which we operate,
and in so doing, has provided and continues to provide
sponsorship for various community oriented organizations
including the Whitehorse Food Bank.
The Board of Directors is optimistic that the company will
continue to perform well in 2016. We thank our investors
and our dedicated employees for contributing so much to
its ongoing success.
Sincerely,
Northern Vision Development LP

Piers McDonald
Chairman
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REPORT ON OPERATIONS
The following chart provides key operating and financial statistics for the past five years:
Northern Vision Development LP
Five Year Operating Statistics
2011

2012

2013

2014

2015

10,064,594

10,515,791

11,518,087

12,731,544

13,057,357

2,343,805

2,146,338

2,289,245

2,245,975

3,365,927

23.3%

20.4%

19.9%

17.6%

25.8%

Revenue

1,443,409

1,488,530

1,624,695

2,234,947

2,526,038

Margin Contribution

1,375,236

1,328,661

1,487,711

1,834,708

2,063,817

95.3%

89.3%

91.6%

82.1%

81.7%

1,914,616

9,185,247

5,044,853

2,290,123

877,949

707,295

2,072,778

1,332,306

558,059

257,636

36.9%

22.6%

26.4%

24.4%

29.3%

569,552

570,631

1,002,509

1,478,241

1,471,982

Income and Expenses ($ unless otherwise noted)
Hotel
Revenue
Margin Contribution
Margin percentage
Real Estate

Margin percentage
Sales Activities
Revenue
Margin Contribution
Margin percentage
Expense
Interest
Percentage of Revenue
Depreciation
Percentage of Revenue
Other Expenses
Percentage of Revenue

4.2%

2.7%

5.5%

8.5%

8.9%

1,133,946

1,282,615

1,430,456

1,757,355

1,882,565

8.4%

6.0%

7.8%

10.1%

14.4%

1,100,589

950,841

1,406,328

1,416,426

1,314,629

8.2%

4.5%

7.7%

8.2%

7.8%

1,774,785

2,786,617

1,401,635

61,259

813,075

13.2%

13.1%

7.7%

0.4%

5.0%

Total Assets ($ million)

38.7

45.8

56.0

57.1

56.5

Total Debt ($ million)

17.1

20.9

27.8

29.1

28.9

Debt as % of Assets

44.3%

45.6%

50.1%

51.0%

51.0%

Weighted Average Cost of Debt (%)

4.18%

5.15%

4.72%

4.32%

3.84%

Income from Operations
Percentage of Revenue
Balance Sheet and Related

The operating statistics clearly illustrate the key story associated with performance in 2015. Margin contribution improved while costs overall remained
relatively flat, leading to improved Income from Operations. Balance Sheet statistics were consistent with previous years.
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I. HOTELS DIVISION
OVERVIEW
The most important outcome in 2015 was the growth in
Net Operating Income in the Hotel Division. At $3.4 million,
the contribution from Hotels was up 50% over 2014 results.
The growth in contribution was largely due to margin

Lodging Corp., (“Holloway”), a TSX-listed company,
and was rebranded as a Days Inn. In early 2016 it was
announced that Holloway would be purchasing the
Westmark Hotel, a 180+ room property in Whitehorse, and
operating it in partnership with Holland America Lines to
serve the company’s cruise passengers. These acquisitions
do not cause any change in room inventory in the Yukon.

improvement and cost control, as revenues for the Hotel

INDIVIDUAL PROPERTY PERFORMANCE

Division were up only 2.6% in 2015, from $12.7 million

Best Western Gold Rush Inn: The Gold Rush
continued its strong annual performance gains,
contributing $1.98 million in Net Operating Income
(before interest and depreciation), which was an
increase of 12.9% over 2014. Food and Beverage
activities provided the largest contribution to Gross
Operating Margin growth with an improvement of 28.4%.
Room Margin was up 1.5% for the year. However, the
most significant gain in absolute dollar terms derived
from improved overhead costs, which declined by 8.7%
for the year and contributed 42.3% of the overall margin
gains. Positive expense variances in energy costs,
repairs and maintenance, and general overhead costs
were responsible for this significant improvement.

to $13.1 million. Revenue growth was derived from the
Best Western Gold Rush Inn (“Gold Rush”), the Coast High
Country Inn (“High Country”) and the Downtown Hotel in
Dawson, offset by a decline in revenues at the Edgewater
Hotel due to outsourcing of Food and Beverage activities
at that property. Without the material decline in Food and
Beverage revenues due to discontinued operations at the
Edgewater, revenues were actually up 5% year over year.
The High Country led the division in Net Operating Income
as it doubled Net Operating Income between 2014 and
2015. The combination of management adjustments, the
adoption of the Coast flag, and input cost reductions have
finally allowed that property to meet investment return
expectations. Not only was the High Country recognized by
Coast Hotels as the Coast property with the most improved
Gross Margin, it has also been chosen as the home for the
January 2017 Coast Hotel Annual Convention. It was a
good year for the Coast High Country Inn.
No new competition entered the market in 2015, although
there was change in ownership of a local competitor. In
early 2015 the Ramada Inn was acquired by Holloway

Overall revenues at the Gold Rush were up only 1.4%
on the year to $5.6 million, highlighting how much
of the improvement at that property came from cost
control. In early 2016 the property had achieved strong
year over year revenue gains in the first few months,
which provides confidence that the Gold Rush will likely
exceed $2.0 million in Net Operating Income for the
first time in 2016. The Gold Rush has become a very

THE COAST HIGH COUNTRY INN WAS RECOGNIZED FOR THE MOST
IMPROVED GROSS PROFIT IN THE ENTIRE COAST HOTEL NETWORK
IN 2015…
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consistent performer with strong annual occupancy, a
solid reputation and steady year over year growth in Net
Operating Income.
Coast High Country Inn: The High Country finished 2015
with Net Operating Income of $1.13 million, up 102%
over $559,000 in 2014 and exceeding $1 million for the
first time. Revenue was up 8.8% to $5.3 million. Most of
the improvement came from operating contributions, with
increased room margin of 18.3% accounting for 46% of
the overall growth in Net Operating Income. Food and
Beverage also made a strong contribution, accounting for
about 39% of the overall bottom line improvement and
posting a year over year improvement of 73%. Overhead
costs were down 6.1% on the year and contributed 12%
of the improvement in overall Net Operating Income.
Overhead costs delivered positive variances in the same
areas as the Gold Rush.
Strong growth at the High Country can be attributed to a
number of factors. The Coast flag has definitely assisted
with improvements in both Occupancy and Average Daily
Rates (“ADRs”). However, the renovation program that
spanned the period from 2012 to 2015, and overlapped
with the Coast Property Improvement Program, has
allowed the High Country to make a much more compelling
offering to guests. Ongoing improvement has also been
made in the quality of the service being offered. It is
expected that this new operating level can be maintained
and improved upon, and it is noted that the High Country
has witnessed significant room related gains on a year
over year basis in the early part of 2016.
Edgewater Hotel: Although the Edgewater exhibited
a strong turn around in 2015, it is still performing at a
level below expectations and it will receive significant
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management focus over the next 18 months. Due to
the elimination of NVD-owned food services (in favour
of a restaurant lease), top line revenues declined in
2015 by 25%. However, by eliminating losses on food
and beverage, the property recorded a bottom line
improvement from a Net Operating Loss of $69,000 in
2014, to a Net Operating Income of $212,000 in 2015.
The $281,000 swing in Net Operating Income came in
roughly equal parts from Room Margin improvement,
elimination of Food and Beverage losses, income from
a new restaurant lease, and overhead cost reductions.
Improvements are expected to continue throughout 2016,
with a focus on continuing to improve room revenues and
maintaining tight control on costs. When Net Operating
Income is consistently exceeding $350,000 per annum,
management will believe that appropriate returns on
investment are beginning to be realized.
Downtown Hotel Dawson: The Downtown Hotel
in Dawson also witnessed improved results in 2016,
although significant room for further improvement
remains before NVD will be rewarded with a strong
return on investment. Room and Food & Beverage
Revenues were up significantly in response to renovation
investments and operating improvements, however Net
Operating Income was still disappointing. It is expected
that revenues will continue to grow in 2016, while
a focus on expenses will be rewarded with stronger
margins and Net Operating Income.
In 2014, NVD and its partner in this project, Chief Isaac
Inc., completed a comprehensive renovation program at
the Downtown Hotel. In the summer of 2015, Air North
and Holland America lines changed the nature of their
land-cruise package that resulted in increased demand

for hotel rooms in Dawson City. The combination of
these events led to improved topline performance for the
Downtown Hotel, particularly in the summer months of
2015. Moving forward, we anticipate that an increase in
mining activity may further drive demand for hotel services
in Dawson. The Yukon Territorial Government has made
advanced application for road infrastructure, matching
funds from the Federal Government that would fund
the completion of a road from the Dawson area into the
Kaminak Gold project, and eventually create a mining road
that extends all the way from Dawson City to Carmacks.

the Hotel Division has witnessed strong gains at the top
line due to a surprisingly strong winter tourism season. If
the exchange rate for the Canadian dollar remains compelling
for tourists, and if mining activity finally begins to pick up
again at the end of the year, 2016 should allow NVD to
deliver further Net Operating Income growth in 2016.
Hotel Division staff adjustments will support
implementation of process improvements that are
expected to ensure a higher level of margin performance
over time. The installation of Dylan Soo as Hotel General
Manager in mid-2014 has provided for an improved focus

IN 2015, THE PARTNERSHIP FINALLY ACHIEVED
EXPECTED RESULTS FROM THE MATURE MEMBERS
OF ITS HOTEL PORTFOLIO…
In addition there are other mining projects in the area that
continue to advance, and a recent strengthening in the
gold price is good news for the local placer mining industry.
Overall it is anticipated that the demand will continue to
increase for Downtown Hotel rooms and other services.
Hotel Division Summary And Outlook: In 2015, the
Partnership finally achieved expected returns from both of
its main hotels, and saw improvement in results posted
by the more recently acquired properties. The percentage

on financial performance. In the latter half of 2015,
Philip Fitzgerald, CFO of NVD since 2011, was named as
Hotel Division President. Philip and Dylan will collaborate
to ensure appropriate measurements are in place to
support margin improvement and to identify capital
improvements that will boost Net Operating Income
and Hotel Division Return on Investment. The increased
depth of the Hotel Management team will support further
acquisition and investment activity within this division.

gains in 2015 are not expected to be repeated in 2016,
however further improvement is possible and management
will make every effort to achieve further gains. The overall
objective is to ensure that all four hotel properties are
providing a proper return on investment through topline
growth and cost management. In the first quarter of 2016
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II. REAL ESTATE DIVISION
Real Estate Division revenues were up 8.2% on the year. This was primarily driven by the filling of vacancies at both NVD
Place and Waterfront Station during the last half of 2015. After a long slow period in leasing, activity levels picked up
slightly in the last part of the year and NVD successfully placed Victoria Gold Corp in Waterfront Station and added a Yukon
Government Lease (Education) to NVD Place.
As the soft economy continued, leasing activity throughout the year was muted and the Partnership exited the year with
vacancy of 25% or more at both Waterfront Station and NVD Place. Filling this vacancy will continue to be the focus of
management efforts in 2016. There were also vacancies in other premises in the portfolio, most notably in Titanium Way.
The table below provides a snapshot of the vacancies in the portfolio at the time of writing of this report.
Summary of Leasable Square Footage - NVD - As at March 15, 2015
Building
Property
Commercial
NVD Place

Net NVD

Percentage Leased

Leasable

Leased

NVD

Leasable

Leased

2016

2015

CHANGE

(sf)

(sf)

(%)

(sf)

(sf)

(%)

(%)

(%)

45,854

34,185

100%

45,854

34,185

74.6%

64.7%

9.9%

Yukon Centre Mall

40,304

37,954

100%

40,304

37,954

94.2%

93.8%

0.4%

Waterfront Station*

27,995

20,129

100%

27,995

20,129

71.9%

64.8%

7.1%

Spook Creek Station

9,890

9,890

100%

9,890

9,890

100.0%

100.0%

0%

Edgewater Hotel Retail

6,400

6,400

100%

6,400

6,400

100.0%

100.0%

0%

Nugget Beach

5,899

5,899

100%

5,899

5,899

100.0%

100.0%

0%

Pizza Hut

4,413

4,413

100%

4,413

4,413

100.0%

100.0%

0%

Titanium Way 166

7,606

6,089

33%

2,485

1,989

80.1%

65.5%

14.6%

Titanium Way 170

3,662

3,662

67%

2,441

2,441

100.0%

67.0%

33.0%

Gold Rush Inn Retail

1,761

1,761

100%

1,761

1,761

100.0%

100.0%

0%

960

-

100%

960

-

0%

100.0%

(100.0)%

1,384

1,384

50%

692

692

100.0%

100.0%

0%

156,128

131,766

149,094

125,753

84.3%

79.1%

5.2%

(sf)

(sf)

(%)

(sf)

(sf)

(%)

(%)

(%)

Trades Centre I - 104
Carcross VIC
Total Commercial
Residential

889

889

100%

889

889

100.0%

100.0%

0%

River’s Reach JV

River’s Reach NVD

3,394

3,394

90%

3,055

3,055

100.0%

100.0%

0%

Total Residential

4,283

4,283

100%

3,944

3,944

100.0%

100.0%

0.0%

160,411

136,049

84.8%

153,038

129,697

84.7%

79.8%

4.9%

Portfolio Total

* Condos that are vacant and available for sale are also included in leasable square footage. At Waterfront station 1,495 sf under temporary lease are also considered to be vacant.
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In the 2014 Annual Report to Unitholders, NVD reported
79.8% of the portfolio was leased. At present, just shy
of 85% is leased, with most of the vacancy at NVD Place
and Waterfront Station. As the chart shows, progress
was made on both properties during 2015, albeit at a
slower pace than planned. Much of the leasing success
occurred in the latter half of the year. Management
is focused on reducing the amount of vacancy by at
least half in 2016, which would bring the total down to
7.5% vacancy. While efforts will be made to lease out
all of the remaining vacant space during the year, and
while interest in commercial space is picking up, it is
unrealistic to expect the Partnership to be fully leased
until sometime in 2017.
Entering 2016, there was a significant chance of expanded
vacancy with two tenants, representing 20% of the
commercial lease portfolio on a combined basis, due for
renewal. Both elected options to renew for further five
year terms.
At writing, a number of additional lease deals are under
consideration, although some of the residential leases
expire during the year, so there is a chance for additional
vacancies to appear at the same time other space is being
filled. However, management is not seeing the same lack
of opportunities that characterized the period between
mid-2013 and late-2015. There is a confidence returning to
the commercial leasing market as government projections
point to a return to GDP growth in 2016.

SALES PROGRAM
Titanium Way Business Park: At the beginning of 2015
there were six lots remaining as assets held for sale from
an original inventory of 49 lots. Two were sold in 2015 in

a package deal that also involved the sale of one Titanium
Way commercial condominium. This leaves NVD with
four Titanium Way lots held for sale, or potentially for
development. Three of the lots are contiguous and one is
located on the Yukon River waterfront. Demand for either
purchase or development of these remaining lots is likely
to begin to emerge later in 2016 if the pace of mining
activities pick up as some expect. Given the relatively
small number of lots remaining in inventory, the
Partnership is electing to maximize value from these
remaining lots and is therefore prepared to wait for
demand to strengthen before they are sold or developed.
Titanium Way 170 Condominium: Because of the
difficulty in leasing the units in this complex during the
recent recession, Management listed these condominiums
for sale in 2014. This resulted in one condominium sale
in each of 2014 and 2015. The sale in 2015 was part
of a packaged sale along with two Titanium Way lots.
NVD’s interest in the three remaining condominiums
in this project are through its 67% Joint Venture interest
with the other partner being the Vuntut Gwitch’in
Limited Partnership. A total of four of the original seven
condominiums in the project have now been sold.
Waterfront Station: No sales in this project were closed
in 2015. A Vendor Take Back (“VTB”) loan related to the
sale of Unit 402 at the end of 2014 was partially collected
in 2015, with the balance scheduled to be paid out at the
end of the first quarter of 2016.
River’s Reach: While no sales were recorded in 2015,
a sale was closed in February 2016 and the Partnership is
encouraged by pricing that has returned and now sometimes
exceeds the original pricing of these units before three years
of recession. Accordingly the Partnership is now actively
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seeking to sell some of the remaining four units that it
has an interest in. Three of these are 90% owned by NVD
through a Joint Venture and the remaining unit is 100%
owned by NVD. Ideally the Partnership will sell at least
two more of these units in 2016.
During the year, the Partnership addressed an ongoing
concern of some owners relating to perceived noise
transfer issues at River’s Reach. Engineering studies were
undertaken, and while it was confirmed that noise transfer
standards were being met, NVD agreed with these owners
that the transfer of noise between floor and ceiling was not
meeting substantially higher standards they had expected
when they purchased the units. Engineers indicated that
the building was designed to specification, and that sound
transference levels were acceptable and could not be
improved. In order to ensure the buyers remained strong
supporters of NVD, the Partnership agreed to pay all unit
purchases on the first three floors a total of $13,000 per
unit in compensation for the sound quality not meeting their
expectations. Six units, which were owned by NVD or the
builder, were exempted from this arrangement, resulting
in a total of nine payments being made. This caused NVD
to write down previously recorded profits by approximately
$120,000. In turn, this write down reduced the gains on
sales that would have otherwise been recorded in 2015.
Owners responded with an indication that they were not
only satisfied with the resolution to the issue, but that they
would remain vocal fans of NVD as it seeks to build out the
additional phases of the River’s Reach project.

DEVELOPMENT ACTIVITIES
No new projects were completed in 2015 as
management focused on leasing activities in the
Real Estate Division and margin improvement at the
hotels. NVD’s Board and Management believed that
the commercial space inventory had been overbuilt
in Whitehorse and that further development was not
prudent in 2015. In addition, Net Income levels were
not acceptable at three of the four hotel properties
and deserved management attention throughout
2015. In hindsight, this focus was fully appropriate, as
reports indicate that following two years of moderate
economic decline in the Yukon, 2015 is estimated to
have witnessed a GDP decline of 6.1%. The continuing
slow rate of absorption of commercial space in
Whitehorse was therefore not surprising. However,
NVD was rewarded by the unexpected strength
in revenues in the Hotel Division, against such an
economic backdrop, which responded well to the low
exchange rate for the Canadian dollar in jurisdictions
that supply the bulk of Yukon tourists, such as the
United States.
Consequently, most of NVD’s development resources
during the year were focused on completing brand
mandated Hotel Property Improvement Programs
(“PIPs”) at the Best Western Gold Rush Inn and Coast
High Country Inn, as well as tenant fit up for 6,400 sf
of space at NVD Place for Yukon Education and 1,713 sf
for Victoria Gold at Waterfront Station along with
various other smaller fit up projects.

NVD WAS REWARDED BY GROWTH IN HOTEL REVENUES,
WHICH RESPONDED POSITIVELY TO, AMONG OTHER FACTORS,
A COMPELLING EXCHANGE RATE…
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At the same time, the Partnership was committed
to having projects that are “shovel-ready” when
demand materializes. Accordingly, time and effort
was invested in developing plans for the possible
expansion of the Best Western Gold Rush Inn on Main
Street, including underground parking, expanded retail
space and an addition of 58 guest rooms. In addition,
and as an alternative project, a comprehensive
renovation of the Edgewater Hotel was considered.
Management also furthered plans for the Phase II
development of River’s Reach, including mostly
residential and some commercial development on
the remaining lands at Waterfront Place. The plans
for these projects have been advanced closer to
shovel-ready status and demand is being monitored
to ensure development of these projects advances as
soon as the proper signs appear.

OTHER ACTIVITIES
During the year, and related to the packaged sale
of Titanium Way lots and the Titanium Way 170
Condominium sale, the Partnership acquired the “Mighty
Wash” Car Wash. This purchase and sale transaction
allowed NVD to part with vacant space and lots, all
of which represented carrying costs to NVD, while
purchasing accretive income producing assets and related
land and building assets. Management commenced
integration of “Mighty Wash” into its operating activities
in late 2015 and the results so far have been at or above
expectations. While this project is not likely to make a

2010

2011

2012

2013

2014

2015

ASSETS ($ MILLION)

material contribution to growth, it does have an accretive
impact on Net Income, cash flow and Available Funds from
Operations (“AFFO”).

GROSS MARGIN CONTRIBUTION BY DIVISION ($)
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Margin contribution from the two main divisions demonstrate
steep increases in 2015, particularly in the Hotel Division,
which benefited from the considerable improvement at the
Coast High Country Inn, as summarized earlier in this report.
The trend upward is expected to continue for both divisions in
2016, although the pace of growth in hotels will necessarily
slow after such a strong increase.
Real Estate activities are expected to continue their steady
increases, and be helped along by the inclusion of operating
revenues such as those from “Mighty Wash”. They are also
expected to benefit as the costs associated with vacancies
decrease, creating a double impact on margin improvement
when vacant space is leased.
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ECONOMIC COMMENTARY
From 2004 through 2012, the growth of GDP in the Yukon
Territory was often stronger than the growth in the
national economy. As noted throughout this report, that
trend reversed strongly in the 2013 to 2015 period, with
the drop in 2015 punctuating this difference. Most recent
estimates suggest the Yukon GDP declined by more than
6% in 2015 alone, at the same time GDP increased on
average across the rest of the country. The graph opposite
clearly illustrates the different paths the Yukon economy
and the Canadian economy have taken over the last three
year period. The Yukon government projections call for a
return to GDP growth in 2016 that will exceed national
averages. Management is not quite as confident expecting
a return to positive territory, but likely more in line with
Canadian national expectations.
Resource Sector: Management of the Partnership is
confident that the number of mining projects on the books
in the Yukon Territory will lead to strong GDP growth at
some point beyond the current year. However, in the last
six months the news has mostly been of the negative
variety. Selwyn Chihong signaled a slowdown in their
application process, the Minto mine announced production
slowdowns, the large Casino mine saw its timetable
extended by at least two more years as it proceeds
through a full Panel Review process at YESAB, and mining
executives generally report an assessment and regulatory
environment that is inefficient at best, and detrimental to
business development in some cases.
These challenges have not been restricted to the mining
industry. YESAB also handed down a “non-decision”
related to oil and gas exploration by Northern Cross Yukon.
This “non-decision”, after two years of review, was the
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worst possible outcome for a business investing major
financial resources in the Yukon, and is now the subject
of a judicial challenge by Northern Cross who assert that
YESAB did not follow their own timelines and processes.
Both the Yukon Chamber of Commerce and the Yukon
Chamber of Mines, along with many business stakeholders
in the Yukon’s resource sector and beyond, have spoken
out against a “broken process” and it is anticipated that
many now recognize the assessment process is in need
of review. Mining companies have once again begun to
speak more positively about future potential as this issue
falls under the microscope and commodity prices begin
to show signs of life. Certainly the recent performance of
mining stocks gives cause for a small degree of optimism
in this area. NVD management believes these issues will
be resolved, and that there will be a return to resource
companies driving economic growth in 2017 and beyond in
the Yukon Territory.
Tourism and Food and Beverage Industries: The
tourism sector in Yukon generally benefits from a low
Canadian dollar relative to the US dollar. This benefit is
not just driven by increased visitation from US tourists,
but also from stay-at-home Canadian tourists recognizing
relative value in domestic travel. A timely increase in
marketing spending by the Yukon Territorial Government
in partnership with CanNor (Federal Government) has
assisted the Yukon tourism industry in taking advantage
of these underlying economic drivers, and some top line
growth was evident in 2015 in hotel accommodations
despite the decline in mining related demand. It is
expected that these underlying factors will continue to
generate positive results for tourism in the Yukon in 2016
and possibly longer. Unfortunately this impact has not
spilled over into the general food and beverage sector

in the Yukon, as the general decline in GDP is more than
offsetting the improvements from tourism. NVD has some
exposure to restaurant leases, which puts downward
pressure on performance from the lease portfolio in 2016.

OUTLOOK

a return to a more optimistic outlook by a business
community that has suffered through three years of
decline. While this report has highlighted some negative
factors at work in the Yukon economy, it is management’s
belief that the worst is now history, and that the road to
economic recovery is already underway.

While the Yukon Government is forecasting substantial
GDP growth in 2016, NVD is less optimistic as noted.
Meaningful impact from the resource sector is now not
anticipated until 2017, although some improvement is
expected in the current year as there is a natural bounce
back from the steep decline in 2015. A lot will depend
on swift attention being given to YESAB, ongoing
development of relationships with First Nations, and

The Partnership’s success will continue to rest with
maximizing market share for its hotel properties and filling
vacancies in its lease portfolio, and in the medium term
will be dependent on successful development of “shovelready” projects on NVD’s remaining undeveloped land
inventory. The Partnership will build on the trends clearly
set in motion in 2015 and looks forward to a strong level
of success in 2016.

REAL GDP ANNUAL GROWTH RATE
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MANAGEMENT’S
DISCUSSION AND ANALYSIS
OF THE FINANCIAL RESULTS

property being converted to mortgage financing; and

The financial statements of NVDLP, which are unaudited
and prepared by management as at and for the period
ended December 31, 2015, are included with this
semiannual report. This summary 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.

outstanding at December 31, 2015 (December 31, 2014

STATEMENTS PREPARED UNDER ASPE
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the assumption of $615,000 in new debt related to the
purchase of Mighty Wash. The Partnership made regular
principal payments of $1,575,839 during 2015 (2014 $1,001,025).
Short Term Debt: $50,000 in short term financing was
- $6,103,258), with a six month term at 6%. This amount
was repaid after year end. The steep decline in Short Term
Debt outstanding was due to the conversion to mortgage
financing noted above. Management is actively working
to reduce the Partnerships’ need for short-term financing
and believe there is no rationale for having any in the
foreseeable future.
The Partnership holds $1.2 million in loans to third
parties related to various sales of Titanium Way lots.

The Partnership’s financial statements for the period
ended December 31, 2015 continue to utilize the
Accounting Standards for Private Enterprise (“ASPE”),
which was adopted for the first time by the Partnership
in 2011. The Partnership could move to the IFRS
framework at a later time if desired but is not currently
contemplating it.

Management has monetized some of the value of this

FINANCING ACTIVITIES

The debentures mature on August 31, 2016 and the

Long Term Debt: At December 31, 2015, total long
term debt was $28,834,009, a $5,819,243 increase from
2014 (December 31, 2014 - $23,014,766). This increase
was caused by a combination of factors: construction
financing at NVD Place ($6,239,265); the short-term loan
(50% interest at $375,000) related to the Dawson Hotel

balance for cash or converting to LP units at $1.95. It is

MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE FINANCIAL RESULTS

portfolio by using it as security for a short-term debt facility
with Scotiabank of $550,000. This facility was not used
in 2015.
Convertible Debentures: The Partnership redeemed
$1 million of the original $4 million in convertible
debentures outstanding in the second half of 2015.
holders have the option of redeeming the remaining
the Partnership’s intention to redeem and/or see these
debentures converted on or before the maturity date.
Weighted Average Cost of Debt: At December 31, 2015
the weighted average cost of debt was 3.84%

2015 ANNUAL REPORT

(December 31, 2014 - 4.32%). During the year the
Partnership negotiated a 100 basis point reduction in the
cost of its variable debt. Total debt to equity ratio was
1.25:1 at December 31, 2015 (December 31, 2014 1.31:1).
If Convertible Debt is included, the ratio was 1.37:1 at
December 31, 2015 (December 31, 2014 - 1.49:1)

WORKING CAPITAL

NVDLP’s loan portfolio includes 60% fixed rate and 40%
variable rate loans (December 31, 2014 - 50% variable and
50% fixed). Fixed rate debt has an average cost of 3.93%
(2014 - 3.88%) and variable rate debt has an average cost
of 3.79% (2014 - 4.50%).

Accounts Payable and Accrued Liabilities

Currently, the Partnership is exposed to interest rate risk
with each 1% rise in its variable interest rates responsible
for an annual increase of $175,073 (2014 - $112,661) in
interest expense.

Accounts Receivable decreased from $1,382,212 to
$918,499 for the year. This decrease was a result of the
Partnership having a large property sale in its 2014 balance
at year end that was not replicated in 2015.
totaled $1,321,508 at year end ($1,689,831 2014). The
decrease reflects the lack of significant development
expenditures in the period, other than $309,000 relating
to capital expenditures on fit up activities. The balance
represents normal transactions incurred in the ordinary
course of business.
Loans Receivable decreased by $894,156 in 2015.
This represented 32% of the outstanding balance at
the start of the year. Of this decrease, $303,106 was

RETENTION AWARDS

due to the reclassification of tenant fit-ups financed

At year end, 51,555 retention awards with a value of
approximately $111,874 were attributed but not issued
to directors who elected to take the units in lieu of cash.
(2014 - 36,037 and $78,201). During the year, 6,991
units were redeemed for consideration of $15,171
(2014 nil and $nil).
Senior employees, by virtue of the same program, are
entitled to receive 147,000 units over a three year period.
At year end 42,500 units had been vested resulting in an
estimated liability of $92,225 (2014 21,667 and $42,251).
During the year 11,666 units were redeemed for $22,470
(2014 nil and $nil) and a further 16,667 units were forfeited
due to employees leaving the Partnership prior to vesting.
A liability of $148,486 (2014 - $120,458) has been accrued
for vested retention awards not redeemed.

by the Partnership to capital expenditures when
the tenant had left a lease. All capitalized balances
were base building work that provides an enduring
benefit regardless of the tenant. The remaining
balances associated with this tenant were written off.
Management has been directed to reduce the loan
balance where possible, accepting the inherent value
this provides in securing property sales and leases.

DEVELOPMENT ACTIVITIES
Properties held for sale consist of 4 (2014 - 6) lots in
the Titanium Way Business Park. Property under
Development are the remaining balance consists of the
remaining Waterfront Place lands. The only expenses
incurred in the period were for property taxes.
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CAPITAL EXPENDITURES
The Partnership spent $2.31 million on property and
improvements in the year (2014 - $4.29 million),
with an additional $1.29 million (2014 - $nil) on a
business acquisition. Of this, $668,000 was spent on
the hotels (2014 - $887,000), $1.3 million on NVD Place
(2014 - $2.95 million), $284,000 on other properties
(2014 - $114,000) and the balance of $58,000 on
corporate assets (2014 - $34,000). The majority of
property expenditures in 2015 related to tenant fit ups
where the cost will be recovered over the life of the lease.

OPERATING ACTIVITIES
Revenues: Overall revenues for the year ended
December 31, 2015 decreased by 4.7% to 16,486,227
(2014 -$17,301,983). This is due to the fact that the
Partnership did not report any revenues from development
activities for the year (2014 - $2,101,123). Accordingly,
the Partnership actually increased rental revenues by 8%
to $2,526,038 (2014 $2,334,947). Management expects
rental revenues to further increase in 2016 as most new
leases were not in place until late in 2015.
Hotel revenues were up 2.5% to $13,057,357 in 2015
(2014 - $12,731,544). On a continuing activity basis,
revenues were actually up by $639,095 or 5%. In 2014
NVD recorded $313,281 in F&B revenues at the Edgewater
Hotel a service that was discontinued in 2015. The
restaurant premises were leased in 2015 for income of
$32,528. Adjusting for this change, hotel revenues actually
increased on a same service basis.
The $877,949 in 2015 revenues from properties held for
sale represented the sale of two Titanium Way lots
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(2014 - 1 and $129,930), a commercial unit in a Joint
Venture (2014 - 1 and $252,073) and a rental property
(2014 - nil). This amount also includes $52,684 in revenues
from the car wash for the ten weeks it operated after
acquisition at the end of the year. Management will
separately report this operating income in 2016 and
beyond as it becomes more material.
Gross Profit and Direct Expenses: Direct Expenses
were down for the year by 13.4% to $10,896,730 (2014 $12,588,702). The majority of the difference ($1,175,673
decline) resulted from decreases in expenses in the Hotel
Division. Management has focused in the period on finding
efficiencies, with highlights including over $621,000 in
savings in Food and Beverage operations, while Food and
Beverage revenues increase by $175,000 from continuing
operations. The Partnership was also able to reduce hotel
administration costs by $81,000 and benefit from lower
energy prices in the amount of $124,235. Energy savings
resulted from both commodity price decreases and an
investment made in LED lighting in the hotel properties.
With the increase in revenues and the significant reduction
in expenses, the hotel division was able to increase its
contribution by 52% or $1,150,052 in 2015.
Property management expenses increased by 15.7% to
$463,312 (2014 - $400,239) representing the first full
year inclusion of expenses from NVD place; previously a
development property. This was mitigated by vacant units
being leased in the second half of the year. Management
expects this expense to decrease in upcoming periods.
Development expenses of $121,855 were recognized
in the year with no corresponding revenues. These
expenses relate to warranty issues from the River’s
Reach development. The issue was fully resolved and
management estimates there to be no further liability.
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Overall Gross Profit was $5.6 million, 19% higher than the
$4.7 million result from 2014.
Expenses: Amortization increased 7.1% to $1,882,565 in
2015 (2014 -$1,757,355) driven by the inclusion of full year
depreciation related to NVD Place.
Interest expense decreased marginally by $6,300 to
$1,471,982 (2014 $1,478,241). This reflects the decrease
in borrowing costs and redemption of one quarter of the
convertible debentures in the year, partially offset by
increases in borrowing noted earlier in this section.
Board Costs: Board costs decreased by $95,363 for the
period to $134,068 (2014 - $229,432), reflecting the
decision to reduce board remuneration by 40% from 2014
levels in early 2015 to reflect reduced performance and
match similar measures taken by the management team.
This measure was substantially reversed in late 2015 but
savings continue due to the fact that the Board size was
reduced by two members from nine to seven.
Salaries: The Partnership’s salary expense represents
staff not directly working in operational areas. The
$724,217 expense in 2015 (2014 - $752,348) declined
from previous years as a result of a voluntary reduction
in senior management salaries of $121,910 in the period,
offset by additional wages and a retention award inclusion
of $66,588 (2014 - $44,633), as well as the fact that no
salaries were allocated to development activities in 2015
(2014 - $28,117).
Office Costs: The Partnership’s office expenses
decreased by 8.5% to $179,536 (2014 - $196,101)
reflecting a reduction in overheads related primarily
to IT and property-related expenses.

Professional Fees increased by 50% to $96,128
(2014 - $63,690). This increase is attributable to fees
incurred for valuations on the Partnership’s assets in the
period based on the December 31, 2014 audited financial
statements. There were also additional legal expenses
related to bad debts.
For the first time in over five years, the Partnership had
to formally recognize bad debts. In 2015, $176,793 was
written off after management exhausted all options in
trying to recover outstanding amounts owed from two
tenants. This reflects the fact that Yukon has now seen
three years in a row of GDP decline, and some operating
businesses reached the point where they were unable to
pay rents and declared bankruptcy.
As a consequence of the foregoing, Expenses increased
by 2.7% or $124,400 to $4,776,422 (2014 - $4,652,422).
Income from Operations: The Partnership improved
its margin from operations by $751,816 in reporting
income from operations of $813,075 (2014 - $61,259).
This is the result of all the variances described in the
foregoing analysis.

SALES ACTIVITIES AND INTEREST INCOME
Interest Income: The Partnership has entered
into loans associated with Vendor Take Back
financing on Titanium Way lot sales, tenant fit up
(particularly for the Waterfront Station Project) and
with partners with whom NVDLP operates Joint
Ventures. These loans are at interest rates that are
higher than the Partnership’s weighted average
borrowing costs. $145,763 was received in the
period (2014 - $133,049).
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With a net income of $960,362 for the period
(2014 - $201,624), the Partnership reported a
$758,738 improvement in performance for 2015.
This improvement resulted from effective
management, improved performance particularly
in the hotel division, and a comprehensive review
and reduction of expenses and operations that
began in 2014 and is ongoing. It is anticipated this
focus will continue to increase the profitability of
sustained operations in the upcoming period.

LIQUIDITY
The Partnership has not held a formal liquidity event
since September 2012. Partnership performance
and economic conditions have not supported the
environment for such a move, however an increasing
number of unitholders have noted their desire to
seek liquidity. Efforts to encourage ad hoc solutions
to this issue did not bring forward the desired
results in 2015. Accordingly the Board has directed
management to organize a Private Placement
and associated Issuer Bid that will provide for a
meaningful opportunity for full or partial liquidity
for unitholders in 2016. The Private Placement will
also raise equity for NVD to use in acquisition and
development activities, leveraged by the appropriate
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commercial financing. As always the ability to
provide adequate liquidity to unitholders seeking exit
will be dependent on the Private Placement being
fully subscribed. If there are more parties interested
in liquidity than there are funds available, then
investors will be allowed to exit pro rata based on
the tenders they submit as part of the issuer bid.

REVIEW OF MANAGEMENT OBJECTIVES
In the 2014 Annual report to unitholders, management
set out certain objectives for 2015. Following is a list
of those objectives along with commentary on the
Partnership’s progress:
Objective: Improve divisional margin contribution for
both Hotels and Real Estate Divisions and trim overhead
costs in order to deliver net income of $1.2 million in
2015. Result: This objective was largely achieved. Margin
performance was substantially improved in the Hotel
Division in particular and the objective of $1.2 million
in Net Income for 2015 was achieved before making a
provision for uncollectable debts and dealing with a one
time warranty issue at River’s Reach.
Objective: Sell half of the remaining Titanium Way
lot inventory (3 lots). Result: This objective was 67%
achieved, as two Titanium Way lots were sold in 2015.
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Objective: Successfully lease up vacancies so that overall
portfolio is over 92.5% leased by the end of 2015. Result:
This result was not achieved. The climate for leasing did
not begin to improve until that latter half of the year, and
NVD was only able to decrease vacancy from 20% of its
portfolio to 15%, leaving the portfolio only 85% leased at
year end.
Objective: Pay down, or cause to have converted, at least
half of the outstanding convertible debt so that no more
than $2 million is outstanding and non-converted at the
end of 2015. Result: This objective was partially achieved
as $1 million of the outstanding debt was paid down in
August 2015 leaving $3 million outstanding at year end.
Objective: Replace the short term notes in place in
support of the Downtown Hotel with conventional
financing. Result: This objective was achieved.
The following objectives have been established for
2016 by management:
Objective: Redeem or have converted the remaining
$3 million in convertible debt on or before maturity in
August 2016.

in a manner that will more adequately support business
activities including, but not limited to, the expansion of
the Best Western Gold Rush Inn, or the renovation
of the Edgewater Hotel or the retirement of Convertible
Debt outstanding.
Objective: Continue to reduce the balance of NVD’s loan
portfolio by eliminating an additional 25% or more of the
outstanding balance through normal collections and one
time repayments, while not extending further credit of
significance to those purchasing lands from NVD.
Objective: Meet or exceed operating income targets
for hotel and car wash operations in order to support
continuing growth of Available Funds from Operations
(“AFFO”). Meet or exceed a target of $2.0 million for
2016 AFFO.
Objective: Deliver sufficient AFFO and cash flow
to support a distribution to unitholders in excess of
$2.0 million during 2016.
Objective: Complete a financing that provides at least
partial liquidity for unitholders while also providing
expansion equity for NVD.

Objective: Work with NVD’s main lender, BDC, to
amalgamate certain debt into a more efficient financing
package with slightly extended average maturity dates
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FINANCIAL STATEMENTS
AND NOTES
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.
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 the Partnership’s financial statements and recommend their approval. 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 have been audited by Deloitte LLP in accordance with Canadian generally accepted auditing standards on behalf of
the Partnership. Deloitte LLP has full access to the Board of Directors.

March 22, 2016
On behalf of the Board:

Myron Tetreault,
Director and Audit Committee Chair
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Director and Member of the Audit Committee
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INDEPENDENT AUDITOR’S REPORT
To the Partners of
Northern Vision Development Limited Partnership
We have audited the accompanying consolidated financial statements of Northern Vision Development Limited Partnership, which comprise the
consolidated balance sheet as at December 31, 2015, and the consolidated statements of income, partners’ equity and cash flows for the year
then ended, and the notes to the consolidated financial statements.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with Canadian
accounting standards for private enterprises, and for such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit in accordance
with Canadian generally accepted auditing standards. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Northern Vision Development
Limited Partnership as at December 31, 2015, and the results of its operations and its cash flows for the year then ended in accordance with
Canadian accounting standards for private enterprises.

Chartered Professional Accountants
March 17, 2016
Vancouver, British Columbia
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Northern Vision Development Limited Partnership
CONSOLIDATED BALANCE SHEET
As at

December 31, 2014

December 31, 2015

ASSETS
Cash

$

Accounts receivable (Note 12)

772,985

$

1,328,212

918,499

Inventories

1,255,656

156,547

153,301

1,938,339

2,832,495

49,590,455

48,502,926

2,061,201

2,042,024

Properties held for sale (Note 5)

464,349

642,290

Other assets (Note 6)

644,078

392,790

Loans receivable (Note 11)
Property and equipment (Note 3)
Properties under development (Note 4)

$

56,546,453

$

57,149,694

$

1,321,508

$

1,689,831

LIABILITIES & PARTNERS’ EQUITY
Accounts payable and accrued liabilities (Note 12)
Customer deposits
Short term loans (Note 9)
Convertible debentures (Note 8)
Long term debt (Note 7)
Partners’ equity (Note 12)
$

156,447

127,072

51,039

6,103,258

2,994,387

3,985,967

28,834,009

23,014,766

33,357,390

34,920,894

23,189,063

22,228,800

56,546,453

$

57,149,694

Approved on behalf of the Board of Directors:

Myron Tetreault, Director and Audit Committee Chair
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The accompanying notes are an integral part of these financial statements.

Northern Vision Development Limited Partnership
CONSOLIDATED STATEMENT OF INCOME

For the year ended December 31,

2014

2015

Revenues
Hotels

$

Rentals (Note 12)
Sale of properties held for sale
Other
Sale of properties under development

13,057,357

$

12,731,544

2,526,038

2,334,947

877,949

129,830

24,883

4,539

-

2,101,123

16,486,227

17,301,983

Direct expenses
Hotels

9,691,430

10,515,569

Cost of properties held for sale

620,313

132,536

Rentals

463,132

400,239

Cost of properties under development

121,855

1,540,358

10,896,730

12,588,702

5,589,497

4,713,281

Amortization

1,882,565

1,757,355

Interest (Note 12)

1,471,982

1,478,241

Wages

724,218

752,348

Office

179,536

196,100

Bad debts

176,793

-

Governance (Note 12)

134,068

229,432

Professional fees

96,128

63,690

Marketing

64,374

135,565

Travel

40,026

26,114

Gross profit
Expenses

Shareholder communications
Income from operations

6,732

13,177

4,776,422

4,652,022

813,075

61,259

145,763

133,049

1,425

7,316

Other income
Interest income (Note 11)
Gain on sale of property and equipment
Net income

The accompanying notes are an integral part of these financial statements.
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Northern Vision Development Limited Partnership
CONSOLIDATED STATEMENT OF PARTNERS’ EQUITY
For the year ended December 31,
Partners’ equity, beginning of year

$

Net income for the year

FINANCIAL STATEMENTS AND NOTES

22,228,800

$

$
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23,189,063

22,027,176
201,624

960,263

Partners’ equity, end of year

32

2014

2015

$

22,228,800

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

Northern Vision Development Limited Partnership
CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended December 31,

2014

2015

Cash flows from operating activities
Net income for the year

$

960,263

$

201,624

Non cash items
Amortization of financing fees

26,898

47,310

Amortization of other assets

11,879

8,996

Amortization of property and equipment

1,873,963

1,748,359

Gain on sale of property and equipment

(1,425)

(7,316)

620,313

1,672,894

3,491,891

3,671,867

Cost of properties sold
Changes in non cash working capital balances
Accounts payable and accrued liabilities

(368,323)

(177,463)

409,713

(657,960)

Other assets

57,431

(156,395)

Inventories

(3,246)

4,241

-

109,291

Accounts receivable

Deferred revenue
Customer deposits

29,376

13,612

3,616,842

2,807,193

Loans receivable

440,854

(1,122,746)

Proceeds on sale of property and equipment

733,853

1,294,171

Purchase of property and equipment

(2,925,479)

(4,033,484)

Acquisition of business (Note 2)

(1,086,916)

-

(2,837,688)

(3,862,059)

1,750

-

50,000

2,776,151

1,262,265

-

Cash flows from investing activities

Cash flows from financing activates
Financing fees paid
Advances of short-term debt
Advances of long-term debt
Repayment of convertible debentures

(1,000,000)

Repayment of short-term debt
Repayment of long-term debt
Decrease in cash during year
Cash, beginning of year
Cash, end of year

-

(500,000)

(1,575,839)

(1,493,848)

(1,261,824)

782,302

(482,670)

(272,564)
1,528,219

1,255,655
$

772,985

$

1,255,655

$

200,000

$

615,058

Supplemental disclosure of non-cash transactions
Vendor take-back loans receivable
Assumption of debt

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

-
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Northern Vision Development Limited Partnership
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (December 31, 2015)
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 and residential properties, and the
operations of hotels located in the Yukon.
The Partnership consists of a general partner, Northern Vision Development Corp. (the “General Partner”), and a number of limited partners
holding partnership units (collectively the “Partners”).
Pursuant to the terms of the Limited Partnership Agreement, the General Partner has unlimited liability for the debts and obligations of the
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 consolidated 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 Partnership, its controlled subsidiaries and its proportionate share
of the assets, liabilities and operations of its joint venture interests. Control is achieved when the Partnership has the power to govern the
financial and operating policies of an entity so as to obtain benefits from its activities. All intercompany transactions and balances are eliminated
on consolidation. The financial statements of the Partnership’s subsidiaries are prepared using consistent accounting policies and the same
reporting date as the Partnership. These consolidated financial statements include the accounts of the Partnership, 45978 Yukon Inc. and Iditarod
Landscaping Inc. (wholly owned subsidiaries), the Partnership’s 50% interest in the Dawson Downtown Partnership and its joint venture interests.
Inventories
Inventories consist of 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.
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Northern Vision Development Limited Partnership
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (December 31, 2015)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 and property taxes during
construction, and land acquisition costs. Amortization is provided using the following annual rates:
Method
Automotive

Declining balance basis

Buildings

Declining balance basis

Computer equipment

Declining balance basis

Computer software

Declining balance basis

Furniture and fixtures

Declining balance basis

Paving and landscaping

Declining balance basis

Rate
30%
4%
30%
45%
20%
8%

Impairment of Long-Lived Assets
Long-lived assets consist of property and equipment, properties under development and properties held for sale. Long-lived assets are tested
for recoverability whenever events or changes in circumstances indicate that an asset’s carrying value might be impaired. An impairment loss is
recognized when the asset’s carrying value exceeds the estimated future undiscounted cash flows from the asset’s use and eventual disposition.
The amount of the impairment loss is determined as the excess of the carrying value of the asset over the fair value. Any impairment is included
in income for the year.
Income Taxes
The Partnership is a limited partnership. As a result, the Partnership’s earnings or losses for income tax purposes are included in the tax
returns of the Partners. Accordingly, no recognition has been given to current or future income taxes in the accompanying consolidated
financial statements of the Partnership. Net earnings for financial statement purposes may differ significantly from taxable income
reportable to the Partners 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 non-refundable rental payments.
Revenue from rental agreements is recognized over the rental term as amounts become due and when collection is reasonably assured.
Revenue from the sale of real estate is recognized when persuasive evidence of an arrangement exists, amounts are fixed and determinable,
all material conditions of the sale have been fulfilled, collection is reasonably assured and title to the property has transferred.
Hotel revenue is recognized as services are provided and when collection is reasonably assured, and refundable tenant security deposits are
recorded as a liability until repaid to the tenant.
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Northern Vision Development Limited Partnership
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (December 31, 2015)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates
The preparation of consolidated financial statements in accordance with ASPE 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 consolidated financial
statements and the reported amounts of revenue and expenses during the reporting period. Areas requiring significant management estimates
relate to the determination of the recoverability of accounts and loans receivable, the fair market value and any potential impairments of property
and equipment and property under development and held for sale, and the useful lives of property and equipment. Actual results could differ from
those estimates and may have an impact on future periods.
Properties Held for Sale
The Partnership classifies properties 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. Properties held for sale are carried at the lower of cost and net realizable value, with net realizable
value being determined as the estimated selling price less estimated 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.
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 received nor the fair value of the assets 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 the Partnership’s future cash flows are expected to change significantly as a result
of the transaction.
Jointly Controlled Assets
Jointly controlled assets are investments which the Partnership has joint control with one or more unaffiliated entities. Jointly controlled assets are
accounted for using the proportionate consolidation method as follows:
the consolidated balance sheet includes the Partnership’s proportionate share of the assets and the liabilities of the jointly controlled assets;
the consolidated statement of operations includes the Partnership’s proportionate share of the income and expenses of the jointly controlled
asset; and
gains on transactions between the Partnership and its jointly controlled assets are eliminated to the extent of the Partnership’s interest in the
jointly controlled assets and losses are eliminated unless the transaction provides evidence of an impairment of the asset.

36

FINANCIAL STATEMENTS AND NOTES

2015 ANNUAL REPORT

Northern Vision Development Limited Partnership
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (December 31, 2015)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial Instruments
Accounts receivable, loans receivable, accounts payable, short term loans, customer deposits, convertible debentures 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 straight-line 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.
The entire proceeds of convertible debentures issued by the Partnership have been allocated to the liability component, and the equity component
has been deemed to be $nil.

2. BUSINESS ACQUISITION

Effective October 15, 2015, the Partnership acquired 100% of the shares of Iditarod Landscaping Inc., an automotive cleaning company doing
business as Mighty Wash, from an unrelated party. The results of operations of this business are included in the consolidated financial statements
from the effective date of the acquisition. The aggregate purchase price for this acquisition was $1,286,916 and was allocated to the fair value of
the assets acquired, as indicated below:
Assets acquired
Land

$

255,600

Buildings

554,236

Equipment

168,361

Goodwill

308,719
$

1,286,916

3. PROPERTY AND EQUIPMENT
2015
Cost
Automotive
Buildings
Computer equipment and software

$

179,424 $

2014

Amortization
149,545 $

NBV
29,879

Cost
$

Amortization

179,423 $
42,661,157

NBV

136,194 $
6,165,306

43,229
36,495,851

44,957,263

7,573,910

37,383,353

620,558

382,131

238,427

546,950

302,317

244,633

2,168,109

1,493,623

Furniture and fixtures

3,996,904

2,498,266

1,498,638

3,661,732

Land and improvements

9,336,796

-

9,336,796

9,145,908

-

9,145,908

Paving and landscaping

1,919,794

816,432

1,103,362

1,798,129

718,447

1,079,681

$ 61,010,739 $ 11,420,284 $ 49,590,455

$

57,993,299 $ 9,490,373 $ 48,502,926

During the year, the Partnership recorded a gain of $57,238 (2014 - gain of $491,987) from the sale of Plant, Property and Equipment.
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4. PROPERTIES UNDER DEVELOPMENT
2014

2015

Land and improvements

$

2,061,201

$

2,042,024

Properties under development consists of assets under active development or lands identified for development by the Partnership for sale to third
parties. During year costs of $19,177 (2014 - $18,861) were capitalized.

5. PROPERTIES HELD FOR SALE
2014

2015

Land and improvements

$

464,349

$

642,290

Properties held for sale consist of land and completed property developments and are accounted for at the lower of cost and estimated net
realizable value. During the year, the Partnership capitalized development and other costs in the amount of $10,378 (2014 - $12,133). During the
year, the Partnership recorded a net gain of $257,636 (2014 - loss of $2,706) related to sales of property held for sale.

6. OTHER ASSETS
2015

2014

Prepaid expenses and deposits

316,153

373,584

Goodwill - Mighty Wash (Note 2)

308,719

-

19,206

19,206

Other assets
$
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644,078

$

392,790

Northern Vision Development Limited Partnership
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (December 31, 2015)
7. LONG TERM DEBT

As at December 31, 2015 there was $189,704 (2014 - $180,673) in deferred financing fees netted against long term debt. During the year,
amortization of deferred financing fees amounted to $26,898 (2014 - $47,310), and $1,750 in new fees were incurred in the year (2014 - nil).
2015

2014

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

from the properties.

634,470

$

660,289

Loan payable to BDC - interest BDC’s floating base rate less 1% due January 5, 2018,
with monthly principal repayments of $8,350 plus interest, secured by a first
mortgage on 2180/2190 2nd Avenue Whitehorse, and a general assignment over
property and equipment on that property.

281,329

380,500

2,826,404

2,995,804

1,207,744

1,258,437

3,231,060

3,415,919

7,838,249

8,286,674

2,609,955

2,765,752

412,820

443,589

383,373

406,146

6,162,021

-

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.
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.
Loan payable to BDC - interest at BDC’s fixed base rate less 1%, due March 23, 2033,
with fixed monthly principal repayments of $15,625 principal plus interest, secured
by the following: first mortgage on 2180/2190 2nd Avenue Whitehorse; general
assignment over property and equipment on that property.
Loan payable to BDC - interest BDC’s floating base rate less 1%, due March 23, 2033,
with fixed monthly principal repayments of $37,500 principal plus interest, secured by
the following: first mortgage on 411 Main Street, Whitehorse; general assignment over
property and equipment on that property; first priority on inventory and receivables to
lender extending line of credit.
Loan payable to BDC - interest at BDC’s fixed base rate less 1%, due September 23, 2028,
with monthly principal repayments of $13,000 plus interest, secured by the following:
first mortgage on 4051 4th Avenue, Whitehorse; general assignment over property and
equipment of the property; first priority on inventory.
Loan payable to BDC - interest at BDC’s floating base rate less 1%, due March 23, 2029,
with monthly principal repayments of $2,564 secured by land and building on Lot 2A,
Block B 335, Plan 2007-0028.
Loan payable to BDC - interest at BDC’s floating base rate less 1%, due February 23, 2029,
with monthly principal repayments of $2,436 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.
Loan payable to First Nations Bank - interest at 3.95% due October 31, 2020, with
monthly principal repayments of $25,997 plus interest, secured by the following:
first mortgage and assignment of rents on the Partnership’s interest in the land and
building at 4201 4th Avenue, Whitehorse.
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7. LONG TERM DEBT (CONTINUED)

2015

2014

371,627

-

189,351

-

346,367

372,691

1,558,165

1,646,337

413,250

-

Loan payable to Tr'ondek Hwech' in Trust - interest at 5%, due October 31, 2020,
with annual principal payments of $35,709 plus interest due on June, July and
August. Secured by a mortgage in property at 1026 Second Avenue, Dawson City.
Promissory note payable to individuals at 3% due October 15, 2018 with monthly
payments of $5,813 principal and interest, secured by a second charge on property
are 121 Copper Rd, Whitehorse.
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
building at 166 & 170 Titanium Way, Whitehorse.
Loan payable to BDC - interest at BDC’s floating base rate less 1%, due May 15, 2033,
with monthly principal repayments of $7,500 plus interest, secured by the following:
first mortgage on 101 Main St Whitehorse; general assignment over property and
equipment on that property.
Loan payable to BDC - interest at BDC’s floating base rate less 1.0%, due May 23, 2031,
with monthly principal repayments of $5,000 plus interest, secured by the following:
first mortgage on 121 Copper Road; general assignment over property and equipment
on the property.
Loan payable to RBC - interest at 2.25%, due July 25, 2018, with biweekly principal
and interest repayments of $935, secured by the following: first mortgage on Unit 101,
Whitehorse Condominium Corporations 192.

$

367,831

$

382,628

$

28,834,009

$

23,014,766

The BDC floating base rate at December 31st was 4.7% (2014 - 5.0%) and RBC and First Nations bank prime rate at year end was 2.7% (2014 - 3.0%).
Principal repayments on long term debt due over the next five years and thereafter are as follows:
2016

$

2,112,334

2017

1,779,685

2018

2,810,307

2019

3,711,639

2020

6,364,629

Thereafter

12,055,414
$

28,834,009

The Partnership’s debt agreements contain financial covenants which require minimum levels of tangible equity, debt service coverage, limitations
on borrowings, and limitations on the use of proceeds of asset sales. The Partnership was in compliance with all of its financial covenants as at
December 31, 2015.
Subsequent to year end, the loan payable to RBC totaling $367,831 was fully repaid to the lender as a result of sale of the underlying
secured property.
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8. CONVERTIBLE DEBENTURES

At December 31, 2015, the Partnership had $3,000,000 in convertible debentures outstanding (2014 - $4,000,000). The debentures bear interest at
6.75% per annum payable quarterly and are secured with mortgages over four otherwise unencumbered properties and a security interest in the
Partnership’s other properties. The lenders have the option to convert the debenture at any time after February 28, 2014 into Partnership units at
the lesser of $1.95 per Partnership unit or the calculated Net Asset Value per Partnership unit as defined in the debenture agreement, less 5% up
to the maturity date of July 31, 2016. The Partnership can redeem the debentures at any time after February 15, 2015 at cost.
As at December 31, 2015 there was $5,613 (2014 - $14,033) in deferred financing fees netted against the debentures.
Under the terms of the credit agreement relating to the debentures, the Partnership must satisfy certain restrictive covenants, and as at
December 31, 2015 the Partnership was in compliance with these covenants.

9. SHORT TERM LOANS

The Partnership has borrowed $50,000 for working capital purposes at 6% per annum. This balance was fully repaid after year end.
The Partnership also has available an operating line of credit with a maximum authorized limit of $500,000, of which $nil was drawn as at
December 31, 2015 (2014 - $nil). The line of credit bears interest at the bank prime rate plus 1.5% and is secured by a mortgage over certain of
the Partnership’s properties.
Both the $375,000 borrowed for the renovation of a hotel property and $5,732,650 borrowed for a commercial construction project, which
were recorded as short term debt in 2014 were converted to long term instruments in 2015.

10. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Credit Risk
The Partnership is exposed to credit risk resulting from the possibility that a customer, tenant 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 and loans receivable. To mitigate the credit
risk, the Partnership has accounts receivable widely distributed among its customer base, performs regular credit assessments of its customers,
obtains advance deposits or with respect to loans receivable, takes a security interest in the property sold or the tenant’s assets or personal
guarantees. The Partnership therefore believes that there is acceptable credit risk associated with the collection of its accounts or loans receivable.
The Partnership has recorded an allowance of $2,188 (2014 - $278) in respect of accounts receivable where collection is doubtful.
Interest Rate Risk
Interest rate risk is the risk that future cash flows associated with 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
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10. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (CONTINUED)

its short term financial instruments all of which are expected to be realized within one to two years. As described in note 7, 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 and cash flows
available in the future.
Liquidity Risk
Liquidity risk is the risk that the Partnership will not be able to meet its obligations as they fall due. The Partnership monitors its liquidity on a
regular basis and will draw on existing credit facilities or obtain new financing as necessary.

11. LOANS RECEIVABLE
2014

2015
Loans receivable (Note 12)

$

1,042,266

$

1,795,022

Mortgages receivable

785,070

921,226

Advances to joint ventures (Note 12)

111,003

116,247

$

1,938,339

$

2,832,495

(i) Loans Receivable
Loans receivable represent advances to or on behalf of commercial tenants for the purpose of completing leasehold improvements on properties
owned by the Partnership. The terms of the loans do not exceed 15 years, with interest rates ranging from 1% to 9%. The total interest earned on
the loans in the year was $69,738 (2014 - $53,580). The maximum credit risk exposure associated with the loans receivable occurs if the borrower
defaults on repayment of the loan. Therefore, the carrying value of the loans receivable balance represents the Partnership’s exposure to the
related credit risk without taking into account any rent that may be outstanding and the remaining term of the commercial lease or any collateral
or any other credit security. There were no impairment provisions recorded on the loans receivable as at December 31, 2015.
(ii) Mortgages Receivable
Mortgages receivable represent vendor take back loans made to purchasers of properties sold by the Partnership. In all cases, security is provided
by the underlying property. Interest is charged at rates ranging between 5% and 7% per annum. The total interest earned on the loans in the
year was $49,232 (2014 - $65,400). The exposure to the credit risk associated with the mortgages receivable occurs if the borrowers defaults on
repayment of the mortgage. 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 impairment provisions recorded
on the mortgages receivable as at December 31, 2015.
(iii) Advances to Joint Ventures
Advances to Joint Ventures are made to assist working capital requirements and represent advances made in excess of the Partnership’s
proportionate share in the jointly controlled assets. Interest is charged at 5% per annum when the other joint venturer does not contribute their
proportionate share. The total interest collected in the year was $11,402 (2014 - $12,008).
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12. RELATED PARTY TRANSACTIONS AND BALANCES

During the year, the Partnership had the following transactions with parties that were either partners, employees or companies controlled by
partners or employees of the Partnership:
2014

2015
Paid:
Financing charges and interest paid to various investors in which

$

the Partnership has proportionate interests
Fees paid to Directors of the Partnership
Rents paid to joint ventures in which the Partnership had an existing proportionate interest
Other fees - consists of miscellaneous and contractor payments paid to employees, partners,
or companies controlled by employees of the Partnership

18,827

$

12,795

134,068

199,388

87,816

104,911

42,048

35,373

92,364

123,018

-

675,000

46,500

26,681

14,951

16,127

Received or recovery from:
Rent received from a company controlled by an employee of the Partnership and a
joint venture in which the Partnership has a proportionate interest
Assets sold the Partnership sold a commercial property to an entity controlled
by one of the unitholders in the Partnership
Assets sold the Partnership sold land to a joint venture in which it has proportionate
interest and to a company controlled by an employee
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
Loans:
Loan receivable from an entity controlled by one of the unitholders of the Partnership

373,341

-

Short-term loans due to unitholders of the Partnership

375,000

375,000

The related party transactions occurred in the normal course of operations and are measured at the exchange value, which is the amount of
consideration established and agreed to by the related parties.
As at December 31, 2015, the Partnership had the following amounts recorded in accounts receivable and accounts payable and accrued liabilities:
Accounts receivable from related parties of $71,303 (2014 - $36,889).
Amounts due from its joint venture partners of $1,103 (2014 - $26,540).
Accounts payable and accrued liabilities owing to related parties of $149,149 (2014 - $120,836).
Amounts due to its joint venture partners of $1,769 (2014 - $nil).
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13. SEGMENTS

As at December 31, 2015, the Partnership had four 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 under construction or held for future development.
2015

Hotels
Revenue

$

Amortization

12,705,823

Interest income
Interest expense
Net income (loss)
Properties and equipment

Rentals
$

860,732

$

2,526,038

Property
Under
Development

Property Held
for Sale
$

926,306

877,949

$

-

-

Other
$

-

24,883

Total
$

95,526

16,134,693
1,882,565

-

-

-

-

145,763

145,763

447,481

757,747

-

-

266,753

1,471,982

2,057,714

255,430

79,968

-

(1,432,849)

960,263

16,079,775

$

32,848,766

$

464,349

$

2,061,201

$

661,914

$

4,539

$

52,116,005

$

17,301,983

2014

Hotels
Revenue

$

Amortization

12,731,544

Rentals
$

2,334,947

Property
Under
Development

Property Held
for Sale
$

129,830

$

2,101,123

Other

889,404

764,672

-

-

103,279

1,757,355

-

-

-

-

133,049

133,049
1,478,241

Interest income
Interest expense

506,896

971,345

-

-

-

Net earnings (loss)

819,675

198,692

56,464

501,595

(1,374,802)

Property and Equipment

44

$

Total

16,244,752

FINANCIAL STATEMENTS AND NOTES

$

31,221,263

$

2015 ANNUAL REPORT

642,590

$

2,042,024

$

1,036,611

201,624
$

51,187,240
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (December 31, 2015)
14. PARTNERS’ EQUITY

At December 31, 2015 there are 21,029,970 partnership units outstanding (2014 - 21,029,970).
15. JOINTLY HELD ASSETS

The consolidated financial statements include the Partnership’s proportionate interest in four (2014 - four) jointly held assets. Effective
September 30, 2013, the Partnership acquired full control of the Waterfront Station Joint Venture, which was established in 2011 and in
which the Partnership previously had a 50% interest.
Name

Interest

Activity

Year of inception

Rivers Reach Joint Venture (44588 Yukon Inc.)

90%

Construction and sale of residential properties

2011

Titanium Way Joint Venture

67%

Lease of commercial properties

2008

Northern Carcross Joint Venture

50%

Lease of commercial properties

2013

Dawson Downtown Hotel

50%

Hotel

2013

The Partnership’s proportionate share of the assets and liabilities, revenues and expenses of the various operations are included in these
consolidated financial statements are as follows. The Partnership is liable for the liabilities of the jointly held assets to the extent of its
proportionate share in each operation (see chart on following page).
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15. JOINTLY HELD ASSETS (CONTINUED)
2014

2015
Cash

$

Accounts receivable
Government Remittances receivable
Prepaid expenses
Inventory

Property and equipment
Property under development
Organization costs

Accounts payable and accrued liabilities

63,116

$

187,264

32,785

32,159

564

-

18,133

12,464

-

-

114,598

231,888

2,463,515

2,894,830

-

-

125

125

$

2,578,238

$

3,126,843

$

73,476

$

52,944

Government remittances
Long term debt
Equity
$

-

14,005

73,476

66,948

778,837

1,589,181

852,313

1,656,129

1,725,925

2,265,305

2,578,238

$

3,126,843

2014

2015
Revenues
Rentals

$

Gains

196,464

$

$

240,436

195,617
64,897

43,972
$

260,514

Expenses
Property

73,132

51,911

Amortization

92,766

97,182

Interest

22,880

45,380

Expenses

194,473

188,778

Net income

$

51,658

$

66,040

2014

2015
Cash flows from operating activities

$

75,048

$

228,119

Cash flows from investing activities

$

294,134

$

567,044

Cash flows from financing activities

$

(293,907)

$

(300,856)
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