Meeting Challenges
Northern Vision Development Limited Partnership
2014 Semi-Annual Report to Unitholders

We are pleased to provide unitholders with this report on the activities of
Northern Vision Development Limited Partnership (“NVDLP” or “the Partnership”)
for the first six months of 2014. Included herewith are financial statements as at
and for the period ended June 30, 2014, along with the appropriate comparable
results. Current period results have been prepared by management and are not
audited. Some of the comparable numbers for the year ended December 31,
2013 were audited by Deloitte LLP.
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B ackground
NVDLP, a private real estate partnership, was established in February 2004
with a mandate to acquire properties with strong growth prospects located in
Whitehorse, Yukon. Since inception, the Partnership has acquired, and partially
developed or sold, a diverse base of commercial, residential, industrial and hotel
properties that provide regular cash flow and capital appreciation for unitholders.
NVDLP 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 and experience. The Partnership has
no fixed term and has a mandate to pay out distributions to its Unitholders based
on Available Funds from Operations.
At the end of the reporting period there were 21,029,970 Limited Partner Units
outstanding, with no options or purchase warrants issued. No distributions were
made during the six month reporting period.

“Stronger performance in the back half of

2014 will likely begin in the process of
returning NVDLP to its traditional levels of
income and cashflow performance.”
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O verview
A challenging first half of 2014 saw the
Partnership report a net loss for the
period. The Partnership faced a slow
leasing and sales environment and
several of its hotels struggled to meet
expected revenue levels during the first
four months of the year. May and June
presented improved results and the
Partnership expects solid performance
from the Hotel Division in the summer
of 2014. At the same time, both sales
and leasing activities have begun to
pick up. Stronger performance in the
back half of the year will likely begin
the process of returning NVDLP to its
traditional levels of income and cash
flow performance.

Operations
Highlights for the period included
substantial completion of NVD Place,
as well as full integration of newly
acquired hotels into the operations of
the Hotel Division. Effort continued on
the lease up of the Waterfront Station
project as well as NVD Place, and
remaining unsold units in River’s Reach
were either sold or leased. In June 2014
the Partnership celebrated its tenth
anniversary, marking the successful
completion of its first decade of operations in the Yukon. On reaching this
milestone the Partnership enjoys a
strong reputation as a leading northern
Canadian company that is making a
difference for the communities in which
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it operates and providing its investors
with regular return on investment.

Financing
The Partnership retired the final $500,000
in short term notes outstanding during
the first quarter of 2014. It also entered
into new financial arrangements, including $392,000 mortgage financing
through RBC related to a River’s Reach
unit placed in long term rental status,
drew down $2.4 million of available
construction financing for NVD Place
from its construction loan facility with
First Nations Bank, and established a
$375,000 loan with Tr’ondëk Hwëch’in
Trust supporting the renovation program for the Downtown Hotel in
Dawson City. Subsequent to the end
of the period the Partnership entered
into a revolving $550,000 term loan
and credit agreement to provide for
seasonal working capital requirements
and letters of credit with Scotiabank,
marking the first time NVDLP has
established a credit agreement with
that financial institution.

Financial Performance
Revenues for the first six months of
2014 were up in both Hotel and Rental
Divisions. Hotel Revenues were up
by more than $800,000 due to the
inclusion of results for the Edgewater
and the Downtown Hotels for the entire

“Net Asset Value of the Partnership is estimated at

$2.13 per unit at June 30, 2014 up from $2.06
per unit estimated at December 31, 2013.”

period. By contrast, one month of
Edgewater results and no results from
the Downtown Hotel were reported in
the first half of 2013, as the Downtown
Hotel was not acquired until July of
that year. On a same store basis, Best
Western Gold Rush Inn and Coast
High Country Inn revenues were up
a combined $150,000 for the period
over the previous year, with room
revenues accounting for $130,000 of
that increase. Overall Hotel Division
costs were up more than revenues
for the first six months, a result of now
carrying all four hotels through the low
season, meaning that overall gross
profit for hotels was down $160,000 for
the period when compared to the first
six months of 2013.
Rental Division margin contribution was
up $100,000 for the period due a number
of factors including full ownership and
full year inclusion of Waterfront Station
lease revenue, beginning to record
NVD Place revenues late in the period,
contribution from rentals of River’s
Reach rental units, and reduction
of vacancy in the base portfolio. As
contributions from sales of properties
held for sale and under development
were down by more than $80,000 for the
period, overall gross profit for NVDLP
was off for the period by $145,000.

With expenses up significantly, driven
by increased depreciation and interest
cost associated with higher debt
levels, overall income from operations
was off for the period, with a negative
variance of $740,000 when compared
to the same six month period in the
previous year. As always, both income
and cash flow will improve through the
busy season and into the fall, but the
slow start will present challenges with
respect to generating the Available
Funds from Operations (“AFFO”) required to support a substantial distribution to Unitholders at the end of
this year.

Estimated Net Asset Value
Management estimates the Net Asset
Value of the Partnership stands at $2.13
per unit at June 30, 2014, up 3.4% from
$2.06 per unit estimated at December
31, 2013. Despite the more challenging
market dynamics, third party evidence
and estimates indicate there has been
continuing Cap Rate compression
for both hotel and commercial real
estate holdings. The application of
an 8.5 to 9.0 percent Cap Rate to the
bulk of the commercial holdings and
the use of a 9.0 Cap Rate for Hotels
leads to an increase in the estimated
net asset value of the Partnership,
with the aggregate market value of
NVDLP’s holdings now estimated at
approximately $76.5 million.
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O perational Highlighs for the Period
The challenges faced by the
Partnership in early 2014 are now
being met. NVDLP faced a slower
sales and leasing environment and
experienced a marketplace with flat to
declining hotel revenues highlighted by
a very challenging food and beverage
sector. The Partnership has responded
with market share gains and increased
margin contribution on a same store
basis in its Hotel Division, and exited the
first six months with very strong monthly
performance from all four hotels. The
Rental Division has witnessed some
recent success in leasing despite the
difficult market.
Here are operational highlights for the
period:

• NVD

Place was substantially
completed and a successful major
opening event was held in June.
Due to some changes in leasing
arrangements and a slow leasing
environment, the property stood at
46.7% occupied at the end of the
period;

• River’s Reach is now fully occupied

due to the sale of one additional
condo unit in the first quarter, and
the rental of the remaining unsold
units;

•A

Titanium Way 170 commercial
condominium was sold, the first such
sale since 2009. The sale closed in
early August 2014;

• The

renovation program of the
main Downtown Hotel building
was completed and substantial
occupancy and revenue gains are
evident as a result;

• Tenant operated food and beverage

services in the Edgewater Hotel
were taken over by NVDLP in May
2014;

• The

Edgewater
Hotel
lobby
renovation was completed early in
the period;

• The

Partnership qualified two
projects for the affordable housing
program and was awarded a
potential grant of almost $3 million for
its Whitehorse project. The program
was subsequently cancelled in
Whitehorse by the Government; and

• Investors

joined NVDLP board
and management at the ten
year anniversary celebrations in
Whitehorse in June 2014.

The photos opposite highlight the Partnership’s latest development - NVD Place. The
pictures include: Klondyke Medical - now the largest private medical office in Whitehorse; Medicine Chest pharmacy; Robbyn’s Grill which has opened to rave reviews; and
Mid Artic Technology. At bottom, from left to right, NVD CEO Rich Thompson and Development Chair Hannes Kovac are joined by Mayor Dan Curtis, Premier Darrel Pasloski
and NVD Chairman Piers McDonald as the ribbon is cut to mark the official launch.
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F inancial Highlights for the Period
Financial Highlights for the period:

•

During the period the remaining
$500,000 in 8% short term notes was
retired;

•

NVDLP, through its Downtown
Dawson Limited Partnership, entered
into a $750,000 loan with interest
at 5.0% to support the renovation
program at the Downtown Hotel with
the Tr’ondëk Hwëch’in Trust (Net
$375,000 for the Partnership);

•

Subsequent to the end of the period,
NVDLP arranged a revolving term
loan and letter of credit facility of
$550,000 with Scotiabank;

• Net

Book Value of total assets of
the Partnership increased by 4.1%
since December 31, 2013, rising
from $56.0 million to $58.2 million;

• Gross

revenues of the Partnership
for the six month period increased
by 10.5% from $6.4 million in 2012
(restated to reflect gross sales
income from properties held for
sale) to $7.1 million;
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• One River’s Reach residential condo

was sold for gross proceeds of
$405,000 and a net gain of $88,000
(nil in 2013);

• Gross profit from operations declined

by 8.3% from $1.76 million for the
first six months of 2013 (restated
to reflect margin contribution from
properties held for sale) to $1.62
million for the current period; and

• A loss from operations of $603,000

compared to income from operations
of $135,000 a year earlier, resulting
from lower gross profit coupled
with higher expenses including an
increase of $225,000 in amortization
and $255,000 in interest costs.
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The pace of revenue growth increased due to full period inclusion of revenues from the Edgewater and Downtown Hotels
as well as growth in rental revenues from a variety of sources.
Revenue related to sales of property under development or
held for sale was down versus the same period in 2013.
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Revenues
A comparison of the revenues for the first six months of 2014
and 2013 indicates each division’s share of revenue has been
relatively stable, with hotels accounting for more than 75%.
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A net loss for the period was the result of reduced gross profit
and much higher expenses, particularly related to amortization
and interests costs, both associated with the acquisitoin of new
hotels and the development of new rental properties.

Rental

Other
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Gross Profit
The growing contribution from the Rental Division is in evidence
when Gross Profit is studied. The charts show that Rental Division contribution has grown from approximately 40% to more
than 50%, driven by both growth in the Rental Division and
volatility of the Hotel Division results.
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L etter to Unitholders
Dear Unitholders:
The first six months of 2014 was a
challenging period for your Partnership,
particularly the first four months of the
year. We are disappointed with the first
six month’s results, but as was the case
at this time last year, we are optimistic
about the performance for the balance
of the year. In our Semi-Annual report
to Unitholders in 2013 we indicated
that results would improve markedly
in the last six months of the year, and
they did. We can confidently predict
the same type of recovery this year as
we move through the traditional high
season; however, given the extent
of the loss in the first half of the year,
investors should anticipate that 2014
will conclude with lower income and
cash flow than in previous years.
Consequently, we are not currently
certain as to the amount that may be
available for distribution in the current
fiscal year. Last year we experienced
record Titanium Way lot sales in the
second half of the year; however, due
to a lower inventory and a softer sales
environment, this outcome will not
be repeated in 2014. Consequently
income will be generated primarily
through income from operations
associated with the Hotel and Rental
Divisions.
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Over the past several years much effort
has been expended on growing the
size of both of our operating divisions
to allow them to produce the sustained
cash flows required for the distribution
targets we are seeking to meet. We
have done this through primarily debt
financing which is putting downward
pressure on AFFO in the short term.
However this approach is expected
to lead to higher annual distribution
levels over the long term. 2014 marks
a year of transition as we move from
distributions that have been reliant
to some degree on sales activity, to
distributions which will now primarily
be driven by sustained income from
operations.
While early year results were disappointing for NVDLP, I am very
pleased with recent results generated
by the Hotel Division in the June/July
period. We have also been challenged
for some time by the ongoing softness
in the leasing market in Whitehorse,
but this appears to be turning around
over the last quarter, as building of
additional capacity has stopped and
the available inventory has begun to be
absorbed.
In this letter I provide an overview
of the progress we have made over
the past six months with respect to
our operations. The Management

“Hotel Revenues for the period were up, but margin

performance was down reflecting the low season
inclusion of our new hotel acquisitions.”

Discussion and Analysis that follows
provides an in-depth review of our
financial results.

consolidated hotel division is operated
in a manner that provides maximum
possible returns during the low season.

Hotel Division

Individual Hotel Analysis: The Coast
High Country Inn and the Best Western
Gold Rush Inn performed well for
the first six months on a year over
year comparative basis. For the Best
Western Gold Rush Inn, revenues for
the period were up $44,000 (2.7%) for
the Rooms Division and $69,000 (8.7%)
for the Food and Beverage Division
versus the same six months in 2013.
Net Operating income was up 113,000
or 17.7% for the first six months of
the year. The Coast High Country Inn
had similar experience for rooms, with
revenue up $88,000 (9.1%) for the first
six months of the year. Unfortunately
the Food and Beverage Division
struggled at the Coast High Country
Inn, with revenues off $46,000 or
down 4.1%, while costs were up in the
division. Overall Coast High Country
Inn Net Operating Income for the
period was off $33,000 versus last year
(down 32.3%) as a result. Overall both
hotels are benefitting from operating
cost synergies associated with now
operating the Edgewater Hotel and the
Dawson-based Downtown Hotel.

In order to understand the Hotel
Division performance on a year over
year basis, readers should consider
that the results contain the inclusion
of the Edgewater Hotel and our 50%
share of the Downtown Hotel for the full
year (versus inclusion of the Edgewater
Hotel for seven months and 50% of the
Downtown Hotel for six months for the
2013 year). This issue is particularly in
evidence in this Semi-Annual Report as
the Edgewater was only included for
one month in 2013 and the Downtown
Hotel was not acquired until after June
30, 2013 and so is not included at all in
the comparable numbers for 2013.
Inclusion of results from the Edgewater
and Downtown Hotels in the first six
months of 2014 led to lower Gross Profit
performance by the Hotel Division,
given both hotels were money losers
in this period. This inclusion explains
why Hotel Division revenues are up
$800,000 (16.5%) for the period to
$5.7 million, but margin contribution
is actually down $160,000. Last year
we benefited from operating both of
the newly acquired hotels only for the
stronger half of the year. Going forward
we will focus on ensuring that the

As noted above we have struggled
with off season performance of the
new hotels leading us to adopt new
strategies for these hotels for the
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2014/15 winter season. In the meantime
we have focused on completing the
renovation program at the Downtown
Hotel in Dawson City and tweaking
the performance of the Edgewater
Hotel in Whitehorse. In June and July
the Downtown produced substantially
improved results on a year over year
comparative basis and is now on track
to potentially hit return on investment
targets for the full year. The Edgewater
will underperform expectations for the
year. This is the result of a failed effort
to have food and beverage provided at
the property through a third party lease.
In April of 2014 we moved to terminate
the lease due to non-payment and in
May we opened food and beverage
services in only part of the available
facilities under NVDLP management.
Accordingly the Edgewater Hotel
will not meet expectations in 2014.
Management is currently engaged in
accessing best use of these facilities
and targets to bring the Edgewater
Hotel up to expected performance
levels in 2015.
Overall Hotel Division performance is
expected to outpace results from last
year by year-end 2014 on the strength
of solid same store performance and
contribution from the newly renovated
Downtown Hotel, offset to some extent
by the drag created by Edgewater
Hotel under-performance.
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In June 2014 we accepted the
resignation of our Hotel Division
General Manager, John Robertson.
John provided stewardship for this
division over the last five years and was
responsible for overseeing renovations
programs in all of the hotels that have
led to improved performance. He
also was instrumental in attracting
the quality staff that now lead our
professional hotel management team.
We were fortunate to replace John
with Dylan Soo, who has operated our
Rooms Division for most of the time that
John was in place as General Manager.
Dylan is already having a positive
impact on division performance and
he is supported by a highly qualified
team that has had to work hard to
integrate our two recently acquired
hotels into overall division operations.
We also saw our Executive Head Chef,
Gedas Pabrista, move on in June 2014
to pursue other opportunities. Gedas
provided expert guidance for the Hotel
Division for our food and beverage
services since we acquired the High
Country Inn in 2007. We are confident
that he has left a strong team in place
to continue his legacy of delivering
Whitehorse standard-setting food and
beverage services.
To summarize, the Hotel Division
contributed operating margin before
depreciation and interest charges of
$658,000 for the first six months of
the year as compared to $817,000

“Rental Revenues will continue to increase in the

back half of 2014 as NVD Place
now contributes to this division.”

for the first six months of 2013. We
anticipate continuing improvement in
margin performance for the division,
and project that by year end, margin
contribution for this division will deliver
an improvement on the full year results
recorded in 2013.

Rental Properties and Sales
Rental Division performance was up
for the first six months of 2014 versus
the same period a year earlier, as
anticipated. This resulted from an
increase in revenues of more than
$200,000 to $1.05 million which was
derived from a variety of factors
including: the inclusion of full Waterfront
Station revenues for the period (in 2013
we reported 50% of these revenues
as we operated Waterfront Station in a
50/50 Joint Venture with Ketza Group
until we bought their share in September
2013); beginning to report revenues
from NVD Place (June 2014); earning
rental revenues at River’s Reach; and
some improvement year over year
in the balance of the existing lease
portfolio. Going forward as we continue
to recognize new revenues from NVD
Place, investors should watch for the
margin contribution from this division,
before consideration of interest and
amortization costs, to continue to show
significant year over year improvement.
We recorded one River’s Reach
condominium sale during the period,
with an associated gain on sale of

$88,000. We also entered into an
agreement to sell a Titanium Way 170
commercial condominium with that
sale closing in early August 2014.
We did not sell any Titanium Way lots
during the period. We now own only
seven of the original 49 lots available
for sale following the completion of the
Titanium Way Business Park. We are
happy to retain some of these lots as
development inventory, and we will
only sell units from the remaining lot
inventory if attractive prices can be
realized.
As sales of River’s Reach condominiums
have slowed, we have entered into
lease agreements on the remaining
inventory. This includes three second
floor units which are owned in a 90/10
Joint Venture between NVDLP and
Ketza Group, and two main floor units
owned 100% by NVDLP. There are
a total of 20 units in the building and
the other 15 units have been sold.
These rental units are having a positive
impact on Rental Division revenues
and providing a positive variance to
budget.
Our base portfolio continues to perform
well. We had one long term vacancy
in Yukon Centre Mall and at writing of
this report we have entered into a lease
agreement for that space, bringing
the mall back to full occupancy. We
also commenced rental of the kiosk
space in Spook Creek Station in
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February which means this property
has returned to full occupancy. To
address the vacancies in our Titanium
Way 170 and 166 properties we have
begun to focus on selling Titanium
170 condominiums. In both the NVD
Place and Waterfront Station projects,
our new developments which have
not yet achieved full occupancy, we
have a strong and ongoing focus on
substantially reducing the vacancy
levels. As NVD Place and Waterfront
Station are our biggest projects, the
Rental Division has substantial upside
potential associated with the rental of
vacant space.

We had previously reported that
we were more than 70% complete
with respect to leasing of the NVD
Place project. Unfortunately we were
concerned that a fitness operator who
had signed a lease for over 9,500 sf
would not be able to operate a viable
business in the space. We negotiated
an agreement to terminate that lease
and have had to focus on re-leasing that
space. This has meant that occupancy
levels in NVD Place moved backwards
during that period.
At the end of June 2014 the following
table summarizes the occupancy levels
in our Rental Division:

Leasable
Square
Footage

Vacant
Square
Footage

Leased
Square
Footage

Vacancy
Percent

1. NVD Place

45,854

24,449

21,405

53.3%

2. Yukon Centre Mall

40,304

-

40,304

0.0%

3. Waterfront Station

29,095

8,545

20,549

29.4%

4. Spook Creek Station

10,107

-

10,107

0.0%

5. 166 Titanium Way

7,606

1,517

6,089

19.9%

6. 170 Titanium Way

5,865

2,394

3,471

40.8%

7. Nugget Beach

5,899

-

5,899

0.0%

8. Pizza Hut

4,413

-

4,413

0.0%

9. Gold Rush Inn

1,951

-

1,951

0.0%

10. Carcross

1,384

-

1,384

0.0%

11. Trade Centre 1
Total

880

-

880

0.0%

153,358

36,905

116,452

24.1%

The vacant units in Waterfront Station and Titanium Way 170 are available for both lease
and sale. NVD Place and 166 Titanium Way vacancies are available for lease only.
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“The Yukon economy has remained flat for the first

half of 2014 and will not likely pick up until mining
production begins to come online.”

50

Station and are hopeful that further
progress can be made on lease up or
sale of units in this project during the
last six months of 2014.

Leased and Vacant Premises
(thousands of square feet)

Square Feet 000’s

40
30

Vacant
20

Leased

10
0

1

2

3

4

5

6

7

8

9 10

Property Number (see previous table)

11

The graph clearly indicates that vacancy issues in the
NVDLP portfolio will be resolved through active lease up
of NVD Place and Waterfront Station available premises.
The numbers correspond to the numbers for each property in the table on previous page.

There are a number of spaces under
offer that will change the above noted
occupancy levels in the last half of
2014. A tenant utilizing 3,500 sf in
Yukon Centre is moving into a 4,000 sf
premise in NVD Place, and “upscale
market space” of just under 3,000 sf
in NVD Place is now subject to Letters
of Intent. By year end we anticipate
that NVD Place vacancy levels will be
reduced to below 25% and the building
will have become a productive asset
within the lease portfolio. We have
a letter of intent under review for a
second floor office space in Waterfront

As noted in previous reports, we believe
our mix of variable and fixed rate debt
at competitive commercial pricing will
allow this division to perform well so
long as we continue to make progress
on leasing efforts. Because the size
of the overall portfolio has increased
significantly, this division has increased
importance with respect to providing
the sustained cash flow required for
regular and growing distributions
to Unitholders. With the opening of
NVD Place, a nice balance has been
achieved between cash flow from our
Hotels and our Rental Divisions.

The Economy
The Yukon economy slowed in 2012,
with that trend continuing through
2013 and into 2014. Mining exploration
activity is well off peak levels, and
anticipated production has been
slow to evolve. While the long term
mining outlook remains solid, the
sector is under significant pressure
and we certainly do not anticipate any
significant economic stimulus from this
area over the next year.
Tourism remains relatively steady
and there have been some positive
developments over the past six
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months. Air North has added inbound
service from Ottawa to Whitehorse
via Yellowknife. They have also
commenced a charter service from
Fairbanks Alaska to Dawson City in the
summer in partnership with Holland
America. We have seen an increase in
room occupancy in Dawson on a year
over year basis and attribute it in part to
this new service which is bringing more
room nights into Dawson. However
improved occupancy is also likely
due to closure of an adjacent hotel,
the Midnight Sun, which took some
available inventory out of the Dawson
marketplace. The winter season Aurora
viewing, which drove steady growth in
off season hotel revenues over the past
four years, appears to have peaked
and we do not anticipate significant
growth from that segment this winter.
Whitehorse benefits from strong
inbound air service including regularly
scheduled flights operated by Air
North, Air Canada and WestJet from
Canadian cities, and Condor from
Frankfurt (summer only). We remain
hopeful that demand will grow for
air access into the Yukon and that
consequently all airlines will continue
to maintain and grow their services to
Whitehorse.
Government spending also steadily
supports the Yukon economy; however,
the recent cancellation of the Northern
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Housing Trust - Yukon Housing Project
in Whitehorse has caused businesses,
including NVDLP, to express concern
about the government’s approach to
project tenders. Overall we believe that
overbuilding of commercial projects
has ceased and we have begun to see
an absorption of available commercial
inventory. The continuation of this trend
will be reflected in stronger Rental
Division performance for NVDLP in the
years to come.

Governance and Liquidity
There were no additions to or
departures from our board during
the period. Unfortunately board
member and Audit Committee Chair,
Stanley Noel, suffered a serious hang
gliding accident recently and he is
now engaged in a lengthy recovery
process. Despite the seriousness of
this accident Stanley is expected to
regain full health, but recovery will be
slow. I know all our investors join staff,
management and board members in
wishing Stanley the very best during his
recovery process.
Last year at the AGM we approved a
retention award program for board and
management. This program was put in
place at the beginning of the year and
has allowed board members to accept
some or all of their compensation in
the form of retention award units, while

“The Partnership continues to make an important
contribution in the Yukon.”

management members have been
provided with retention awards that
vest over time. Utilizing these awards is
and will continue to be an excellent way
to reward performance while aligning
board and management compensation
directly with LP unit performance. The
program has been well received by
management and board members.
It has now been almost two years since
our last liquidity event. Presently neither
the Partnership’s performance nor the
market are presenting signals that the
time for the next liquidity event is upon
us; however, the board recognizes the
need to keep an eye on the ideal time
for another such event and we will keep
our investors informed on our intentions
in this regard.
The Partnership continues to make an
important contribution to the Yukon
community and brings confidence
and thoughtfulness to its development
and other business activities. We
remain committed to building on the
foundation that has been carefully
established over the past decade and,
with continued focus on improving
Hotel Division margins and reducing
vacancy in our Rental Division portfolio,
we will ensure the basis for steady and
growing distributions in the years to
come.

In February of this coming year we
will be in a position to begin to retire
convertible debentures if cash flow is
available and the board sees fit to do
so, as long as the debenture holders
have not already elected to convert
their debentures into equity. Should
the board elect to retire convertible
debt this may have an impact on funds
available for distribution to Unitholders.
We will be sure to reflect on this issue
in our comments in the 2014 Annual
Report.
In the meantime I wish you all well, and
look forward to reporting to you again
at the end of the year.
With warm regards,
Northern Vision Development LP

Richard S. Thompson
Founder, Director and CEO
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M anagement’s Discussion and Analysis of
the Financial Results

The financial statements of NVDLP,
which are unaudited and prepared by
management, as at and for the period
ended June 30, 2014 are included
with this annual 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.

Statements Prepared Under
ASPE
The Partnership’s financial statements
for the period ended June 30, 2014
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.

Presentation of the Balance
Sheet
Management has presented a unclassified balance sheet for the period
after consultation with both the board
and the partnership’s auditors. After 10
years in operation and with reference to
similar entities it was thought users of
statements would find an unclassified
balance sheet more reflective of the
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partnership’s activities and eliminate
the need for commentary and analysis
of working capital deficits that normally
arise from development activities
spread over multiple reporting periods
and the associated reclassification of
debt as a project progress through
development. The Partnership is still
subject to debt covenants that require
reporting of working capital balances
and will continue to maintain the
prescribed ratios.
This change in presentation continues
the change in income statement
presentation
introduced
in
the
Financial Statements for the year
ended December 31, 2013 where the
Partnership commenced reporting its
income from development activities on
a gross basis.

Financing Activities
12,670 retention award units with a
value of $26,100 were issued at June
30, 2014 to directors of the partnership
who elected to take the units in lieu of
cash remuneration as allowed under the
retention awards program introduced in
the period. Senior employees by virtue
of the same program are entitled to
receive 62,500 units over a three period
commencing December 31, 2014 with
an estimated cost of $128,750. These
do not begin to vest until December 31,

2014 and as such are not reflected in
the financial statements.
Long Term Debt: The partnership
normally places mortgage financing on
its income producing properties. From
time to time such debt matures and is
either renewed with the existing lender
or placed with a new lender. In cases,
such as NVD Place, where construction
financing is required prior to entering
into long term mortgage financing
the Partnership will either enter into a
construction financing arrangement
with a related mortgage take out, or will
finance the construction through other
means and put mortgage financing in
place when construction and lease up
is completed.
During the past six months the following
transaction took place with respect to
long term debt financing: On March 1,
2014 the Partnership entered into a new
$392,000 mortgage with RBC at 2.25%
secured by a River’s Reach residential
condominium in order to support the
purchase of that unit from a third party.
Short Term Debt: The Partnership’s
short term debt during the year
related to the construction financing
undertaken with First Nations’ Bank to
finance the NVD place project during
the year and a working capital loan
obtained from the Tr’ondëk Hwëch’in
Trust (“THT”) (an investor) for funding

the renovation and working capital
requirements of the Downtown Hotel.
The partnership also commenced
negotiations to obtain a debt facility
secured by its loan portfolio.
During the period $2,401,150 was
advanced on the construction financing
at NVD Place. At the time of writing the
partnership has requested the bank
release the remaining holdback of
$640,000 at which time the construction
mortgage will convert to a mortgage
with a term of not less than 5 years. This
will result in the total debt of $6,400,000
on this property.
The $750,000 loan (50% or $375,000
attributable to the partnership) was
advanced in June 2014 with interest only
payments for 6 months, paid quarterly
at 5% per annum, with an option to
extend the term for a further six months
on the same terms or convert it to a loan
with a 5 year repayment period at 5%
per annum. $500,000 was advanced
to reimburse the partners for expenses
incurred in renovating the property in
the period and $250,000 to fund onetime working capital requirements.
The partnership has a $1.2 million
loan portfolio to third parties related
to various sales of Titanium Way lots.
Management has sought to monetize
some of the value of this portfolio by
using it as security for a short-term
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debt facility with Scotiabank. After
period end, a $550,000 facility with a
12 month term and an indicated rate of
4.5% per annum had been approved
but not drawn down. The funds will be
used to pay incremental development
expenses at NVD Place if and as
needed.
Weighted Average Cost of Debt: At June
30, 2014 weighted average cost of long
term debt decreased to 4.51% (4.72%
at December 31, 2013). This was due to
having drawn down a new RBC loan at
2.25%. Total long term debt decreased
by $167,000 or 0.5% to $23.84 million
at June 30, 2014 ($24 million as at
December 31, 2013) as a result of
the aforementioned loan activities
throughout the period. The long term
debt to equity ratio at June 30, 2013
increased to 1.11 to 1 (December 31,
2013 – 1.09:1) as a result of long term
debt increasing faster than equity. The
debt to equity ratio follows the adoption
of the unclassified balance sheet. If the
current portion of the long term debt
was removed as in past years, the debt
to equity ratio at June 30, 2014 would
have been 1.04 to 1 (December 31,
2013 1.03 to 1). Equity decreased as a
result of the loss incurred in the first six
months of 2014.
Including the short term construction
loan associated with the NVD Place
project, NVDLP’s loan portfolio includes
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55% variable rate and 45% fixed rate
loans (50.3% variable and 49.7% fixed
at December 31, 2013). The Partnership
will continue to seek opportunities to
rebalance the portfolio to a higher
percentage of fixed rate mortgages if it
is prudent to do so. This strategy has
resulted in the loan portfolio shifting its
variable composition of its long term
debt from 86% to 55% in 4 years.
Currently, the Partnership is exposed
to interest rate risk with each 1% rise
in its variable interest rates responsible
for an annual increase of $155,514 in
interest expense.

Working Capital
As noted in previous years, it is typical for
current liabilities to significantly exceed
current assets for the partnership, given
that certain potential sales “inventories”
are properly classified as a long term
asset – properties held for sale – and
debt that is maturing is classified
as short term debt even when the
Partnership fully anticipates renewing
the loans. Consequently management
has decided to present a non-classified
balance sheet to reflect the fact the
Partnership activities with respect
to property development usually require working capital requirements
exceeding 12 month periods that distort
those balances stemming from hotel
and property management operations.

Accounts Receivable increased by 24%
during the first six months of 2012 to
$923,723 from $745,702. The variance
is accounted for by the inclusion of
balances due from NVD Place tenants
and property tax recoveries.

2013 to $2,042,024 at June 30, 2014.
The decrease reflects the substantial
completion of the NVD Place project on
June 1, 2014 The remaining balance
consists of the remaining Waterfront
Place lands.

Accounts payable and accrued
liabilities totaled $3,026,382 at June 30,
2013 ($1,552,103– 2013). The increase
was mainly due to development
expenditures on NVD Place ($1.3
million) and the incremental increase
in property tax expense from the first
inclusion of NVD Place and Waterfront
Station.

Operating Activities

Development Activities
The balance associated with Properties
held for sale dropped from $2,046,319
to $984,354 at the end of the period.
As management had entered into
long term leases for the Rivers Reach
condominium units previously available
for sale, the value of these units was
moved to property and equipment.
At the end of the period all River’s
Reach condominium units were either
sold or under long term lease, so the
remaining balance in this category
relates to the remaining seven Titanium
Way Business Park lots that are held for
sale.
Property under development decreased
from $8,372,771 at December 31,

Revenues: Revenues for the period
ended June 30, 2014 increased by
10.5% to $7.11 million versus $6.43
million for the first six months of
2013. The inclusion of results for the
Edgewater Hotel (1 month in 2013)
and the Downtown Hotel (not included
in 2013) increased hotel revenues
by $802,000, Property management
revenue increased by 25% or $212,000
reflecting the full inclusion of rental
income from Waterfront Station (was
recorded at 50% in 2013) and one
month or rental income from NVD Place,
residential income from River’s Reach
and other positive changes in the lease
portfolio. One River’s Reach unit was
sold in the period with revenues of
$404,563 recorded. In the previous
period, there were 2 unit sales from the
Waterfront Station with no comparable
activity in this period.
Gross Profit and Direct Expenses:
Direct Expenses were up for the
period by 18 % to $5.5 million (2013 $4.67 million). Direct costs in the hotel
division rose due to increased energy
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commodity prices, increased repairs
and maintenance and higher overhead
costs as well as due to the inclusion
of Edgewater Hotel (1 month in 2013)
and Downtown Hotel (not included in
2013) for a full period, resulting in a
decrease in gross margin of $159,341
or 19.5% for the period from $817,054
to $657,623. Property management
expenses increased significantly due to
the inclusion of Waterfront Station and
NVD Place. Of the $113,008 increase,
$94,000 was vacant unit costs incurred
from Waterfront Station in the period; in
the 2013 reporting period these were
capitalized. The balance is from the
one month of operation of NVD Place.
Overall Gross Profit was $1.62 million
in spite of the increase in revenues
and was 10.8% lower than the $1.763
million in the previous period.
Expenses: Amortization increased
to $870,413 for the first six months of
2014 from $644,588 for the comparable
period in 2013 driven by the inclusion
of full year depreciation related to the
2013 hotel acquisitions and the first full
period of depreciation for Waterfront
Station. Interest expense was up
sharply to $653,350, a 76% increase
from the $397,611 recorded for the first
six months of 2013. This resulted from a
number of factors with a primary driver
being assumption of new debt in the
last 12 months from hotel acquisitions,
property development and convertible debentures. Consequently the
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Partnership carried a higher amount of
mortgage and other debt at a higher
weighted average rate during the first
six months of 2014 than it did during
the comparable period in 2013. This
increase maybe partially offset going
forward by planned partial redemption
of the convertible debentures. The
weighted average cost of debt
decreased slightly during the period
to 4.51% as compared to the weighted
cost of debt as at December 31, 2013
(4.72%), but was up from the 4.42%
weighted average cost of debt as at
June 30, 2013.
Board Costs: Board costs increased
by $40,000 for the period from $80,603
to $121,881. The major drivers were
increased amounts paid to the directors
for the entire period (increases were
implemented in the 2nd quarter of
2013) and travel expenses incurred
for all directors. During the period the
board introduced a Retention Award
program that further aligns both board
and management compensation with
Limited Partner interests. This program
also means that certain cash payments
relating to board fees and management
incentives are deferred.
Salaries: Salaries were up from
$318,516 for the first six months of 2013
to $370,763 in 2014. The increase is
attributable to increased staff required
to meet the increased requirements
of the Partnership inclusive of salary

increases year over year. It is noted that
an additional $28,000 (2013 $44,000)
in salaries were capitalized in the first
six months of 2014 reflecting staff
working on the NVD Place project. This
capitalization ceased June 1, 2014.

as contrasted to an income from
operations of $135,149 for the first six
months of 2013.

Office Costs: The Partnership’s office
expenses increased slightly in the
period. A positive variance arose
from the Partnership not recording
the rental expense from its wholly
owned Waterfront Station office which
was a joint venture investment in
2013 incurring a cost of $43,684 and
a reduction in professional fees of
$6,546. These were mitigated by an
increase in marketing expenses of $
21,746 (related primarily to the 10th
anniversary event), travel of $7,787 and
one off expenses related to failed bids
for affordable housing projects, and IT
expenses of $9,300.

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 borrowing costs.
$58,873 was received in the period
(2013 $77,452). The decrease was due
to a portion of the loans being repaid in
the last 12 months.

As a consequence of the foregoing
Expenses increased from $1.6 million
for the first six months of 2013 to $2.2
million for the six months ended June
30, 2014, with depreciation and interest
cost being the primary drivers.
Income from Operations: As a result
of significant increases in amortization
and interest expense coupled with a
declining margin in the hotel division
and increased overhead expenses,
the Partnership experience a loss from
operations for the period of $603,042

Sales Activities and Interest
Income

Net loss: Due to declining margin
contribution, significant increases in
overhead expenses and lower sales
volumes, the partnership incurred a
loss of $538,250 in the first six months
of 2014 as compared to income
of $212,601 for the same period in
2013. It is anticipated that margins
will improve throughout the balance
of 2014 with a focus on maximizing
margins, increasing sales activity and
full recognition of rental income from
NVD Place. As a consequence it is
anticipated that the Partnership will
experience an improvement in results
during the balance of the year.
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F inancial Statements and Notes
Management’s Responsibility
for Financial Reporting

for reviewing and approving the financial
statements.

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.

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

These financial statements have been
prepared by management in accordance
with Canadian Accounting Standards for
Private Enterprises (“ASPE”). Financial
statements are not precise since
they include certain amounts based
on estimates and judgments.
When
alternative accounting methods exist,
management has chosen those it deems
most appropriate in the circumstances,
in order to ensure that the financial
statements are presented fairly, in all
material respects.
The partnership maintains systems of
internal accounting and administrative
controls of quality that are consistent
with reasonable cost. Such systems
are designed to provide reasonable
assurance that the financial information
is relevant, reliable and accurate and the
partnership’s assets are appropriately accounted for and adequately safeguarded.
The partnership’s management is responsible for ensuring that the partnership
fulfills its responsibilities for financial
reporting and is ultimately responsible
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The financial statements as at and for the
period ended June 30, 2013 have not
been audited.
August 12, 2014
On behalf of the Board:

Stanley Noel,
Director, Audit Committee Chair

Piers McDonald
Director, Chairman of the Board

Northern Vision Development Limited Partnership

BALANCE SHEET

As at

June 30, 2014

December 31, 2013

(unaudited)

(audited & restated)

Assets
Cash

$

1,363,249

$

1,528,219

Acounts Receivable

923,723

670,252

Inventories

160,207

157,543

Prepaid expenses and Deposits

392,857

232,816

2,260,104

3,003,920

50,086,208

40,005,054

2,042,024

8,372,771

984,354

2,046,319

15,000

-

4,833

4,833

Loans receivable (Note 9)
Property and equipment (Note 2)
Property under development (Note 3)
Properties held for sale (Note 4)
Investments
Other
$

58,232,558

$

56,021,726

$

3,026,382

$

1,867,293

Liabilities and Partner’s Equity
Accounts payable and accrued liabilities
Deferred Revenue

-

109,291

139,770

140,684

Short-term Loans (Note 6)

5,755,729

3,829,540

Convertible Debentures (Note 7)

3,981,758

3,977,548

23,839,993

24,070,195

36,743,632

33,931,273

21,488,926

22,027,176

Customer Deposits

Long term debt (Note 8)
Partners’ Equity
$

58,232,558

$

56,021,726

On behalf of the Board:

Stanley Noel,
		
Director, Chair of Audit Committee 			

Piers McDonald
Director, Chairman of the Board

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

STATEMENT OF PARTNER’S CAPITAL

Partners’ Equity, beginning of period

$

Net Income (loss) for the period
Partners’ Capital before distribution
Capital Distribution
Partners’ Equity, end of period

$

Six Months Ended
June 30, 2014

Year Ended
December 31, 2013

(unaudited)

(audited & restated)

22,027,175

21,961,910

(538,250)

1,565,265

21,488,926

23,527,175

-

(1,500,000)

21,488,926

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

$

22,027,175

Northern Vision Development Limited Partnership

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME AND LOSS
For the six months ended June 30,

(unaudited & restated)

(unaudited)

Revenues
Hotels

2013

2014

$

Rentals and property management

5,656,174

$

4,853,746

1,049,811

724,734

-

1,750

404,563

-

-

739,922

7,110,548

6,433,210

4,998,551

4,036,692

Rentals and property management

176,649

63,642

Cost of properties under development

316,875

-

-

570,160

5,492,076

4,670,494

1,618,472

1,762,717

Amortization

870,413

644,588

Interest

653,350

397,611

Wages

370,763

318,516

Board Costs

121,881

85,072

Office

109,748

109,137

Marketing

52,652

30,905

Professional Fees

27,016

33,562

Travel

15,962

8,175

2,221,785

1,627,567

(603,042)

135,149

58,873

77,452

5,900

-

Rental income from properties held for sale
Sale of properties under development
Sale of properties held for sale
Direct Expenses
Hotels

Cost of properties held for sale
Gross Profit
Expenses

(Loss) Income from Operations
Other Income
Interest Income
Gains from disposal of property and equipment
Total Comprehensive (Loss) Income

$

(538,250)

$

212,601

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

CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended June 30,
Cash flows from operating activities
Net income for the period

Add back non cash items

$

Amortization of financing fees
Amortization of other assets
Gain of disposal of property and equipment
Changes in non cash working capital balances
Acounts payable and accrued liabilities
Acounts receivable

(538,250)

Inventories
Deferred revenues

7,648

851,125

642,052

6,769

5,900

(169,563)

338,063

699,507

1,159,089

(64,189)

(160,041)

(119,561)

(1,074,937)

(75,737)

(913)

70,798

910,645
17,155
-

(109,291)

Customer deposits
Cash flows from investing activities
Loans reveivable

Proceeds on sale of property

(310,931)

1,438,618

743,816

557,925

(2,970,174)

(5,299,594)

(1,889,686)

(4,001,847)

(1,678)

(33,304)

392,335

5,032,000

(631,161)

(1,786,997)

(164,970)

293,086

739,823

336,671

Purchase of property
Cash flows from financing activities
Financing fees paid, net

Advances of short-term debt

509,283

2,776,151

Advances of long-term debt
Repayment of short-term debt

(864,667)

(500,000)

Repayment of long-term debt
Net (decrease) increase in cash during the period
$

212,601

14,533

(2,664)

Properties held for sale

2,035,647

2,856,315

1,528,219

486,818

1,363,249

Supplemental disclosure of cash flow information - See Note 14
The accompanying notes are an integral part of these financial statements
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$

(253,471)

Prepaid expenses and deposits

Cash, end of period

(unaudited)

4,755

Amortization of property and equipment

Cash, beginning of the period

2013

2014

(unaudited)

$

779,904

Northern Vision Development Limited Partnership

NOTES TO FINANCIAL STATEMENTS as at and for the period ended June 30, 2014
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 Territory on March 22, 2004. The partnership’s principal business is the
acquisition, development and sale of commercial, industrial, residential and hospitality real estate located in
the Yukon Territory.
The partnership consists of a general partner, Northern Vision Development Corp., and a number of limited
partners holding partnership units.
Pursuant to the terms of the Limited Partnership Agreement, the General Partner has unlimited liability for the
debts and obligations of the Limited Partnership. The liability of each Limited Partner is limited to the amount
of capital contributed or agreed to be contributed, the Limited Partner’s assumed share of the mortgage
financing, and their share of undistributed income.

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

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

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

Inventories
Inventories consist of residential properties held for sale and hotel supplies; which are valued at the lower of
cost and net realizable value. Cost is determined on a first in, first out basis. A provision is raised when it is
believed that the costs incurred will not be recovered on the ultimate sale of the inventory.
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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 to finance projects, property taxes and land acquisition costs.
Amortization is provided using the following annual rates:
					Method 			Rate
Automotive
Buildings
Computer equipment
Computer software		
Furniture and fixtures		
Paving and landscaping

Declining balance basis
Declining balance basis
Declining balance basis
Declining balance basis
Declining balance basis		
Declining balance basis		

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

			

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

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

Revenue Recognition
Properties are rented to tenants pursuant to rental agreements, which provide for various rental terms with
nonrefundable rental payments. The rental agreements may be terminated at any time by the tenant without
further obligation or cost upon sufficient notification. Revenue from rental agreements is recognized over the
rental term as amounts become due.
Hotel revenue is recognized as services are provided.
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1. Summary of Significant Accounting Policies (continued)
Where revenue is obtained from the sale of properties held for sale or under development, it is recognized
when the significant risks and rewards have been transferred, collection is reasonably assured and there are
no significant obligations remaining. This normally takes place on exchange of unconditional contracts and
transfer of title.
Refundable tenant security deposits are recorded as a liability until repaid to the tenant.

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

Property and equipment held for sale
The partnership classifies the assets of a business as held for sale when management approves and commits
to a formal plan of sale and it does not believe it can utilize the lands for active development. The carrying
value of the net assets of the business held for sale are then recorded at the lower of their carrying value or
fair market value, less costs to sell.
Property under development
The partnership classifies properties under development as those that are or will be actively developed for
the purposes of generating rental income or subsequent revenue from sales for the partnership income for
the partnership.

Non-Monetary Transactions
All non-monetary transactions are measured at fair value unless:
•
• the transaction lacks commercial substance;
the transaction is an exchange of a product or property held for sale in the ordinary course of business
for a product or property to be sold in the same line of business to facilitate sales to customers other than
• the parties to the exchange;
neither the fair value of the assets or services received nor the fair value of the assets or services given up
is reliably measurable; or
the transaction is a non-monetary, non-reciprocal transfer to owners that represents a spin-off or other
• form of restructuring or liquidation.
A non-monetary transaction has commercial substance when an entity’s future cash flows are expected to
change significantly as a result of the transaction.

Semi-Annual Report

31

1. Summary of Significant Accounting Policies (continued)
Joint Ventures
Joint ventures are entities over which the partnership has joint control with one or more unaffiliated entities.
Joint venture investments are accounted for using the proportionate consolidation method as follows:
• the balance sheet includes the partnership’s share of the assets that it controls jointly and the liabilities for
which it is jointly responsible.
• the statement of operations includes the partnership’s share of the income and expenses of the jointly
controlled entity; and
• gains on transactions between the partnership and its joint ventures are eliminated to the extent of the
partnership’s interest in the joint ventures and losses are eliminated unless the transaction provides
evidence of an impairment of the asset.
• the balance sheet includes the partnership’s share of the assets that it controls jointly and the liabilities for
which it is jointly responsible.

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

2. Property and Equipment
December 31, 2013

June 30, 2014

(audited & restated)

(unaudited)

Cost
Automotive
Buildings
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$

202,480

Amortization
$

141,606

Cost Amortization

NBV
$

60,873

$

204,480

$ 131,547

NBV
$

72,933

42,993,861

5,607,460

37,386,401

34,472,849

4,985,549

29,487,300

Computer equipment
and software

474,009

251,971

222,038

474,904

206,799

268,105

Furniture and fixtures

3,509,464

1,933,900

1,575,563

3,383,406

1,835,173

1,548,233

Land and improvements

9,714,383

-

9,714,383

7,647,985

-

7,647,985

Paving and landscaping

1,802,255

675,308

1,126,947

1,615,341

634,843

980,498

$ 58,696,451

$ 8,610,246

$ 50,086,205 $ 47,798,964 $ 7,793,911

$ 40,005,053

2. Property and Equipment (continued)
During the period the Partnership reallocated a building previously classified as a property under development
to this category with a cost of $9,363,515 which had a value at December 31, 2013 of $6,726,276. In the
period prior to reallocation there was $132,823 in interest expenses, $28,117 salaries and $131,726 in other
expenses and $157,740 with rents and recoveries capitalized prior to June 1, 2014. Properties previously
held for sale worth $1,074,939 were reclassified to this category during the period.
				

3. Property Under Development
December 31, 2013

June 30, 2014

(audited & restated)

(unaudited)

Land and improvements

$

Buildings

2,042,024

$

4,412,772

$

2,042,024

3,959,999

$

8,372,771

Property under development consists of assets under active development or lands identified for development
by the partnership for sale to third parties. During the period one property was completed. During the period,
the partnership capitalized development and other costs in the amount of $18,861 (2013 $909,824). There
was no interest expense capitalized in the period (2013 $50,729).

4. Property and equipment held for sale
December 31, 2013

June 30, 2014

(audited)

(unaudited)

Land and improvements

$

984,354

$

2,046,318

Property and equipment held for sale consist of land accounted for at the lower of net book value and estimated
net realizable value. Earnings and cash flows are included in the current operations of the partnership.		
					
During the period, the partnership capitalized development and other costs in the amount of $12,974 (2013
$180,451). There was no interest expense capitalized. (2013 $26,764). During the period three residential
units held for sale were reclassified to property and equipment due to management’s decision to lease them
on a long term basis. At June 30, 2014, all units were leased. This $1,074,939 balance was previously listed
as a current asset.
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5. Long term Debt
As at June 30, 2014 there was $194,593 (2013 $193,305) in deferred financing fees netted against long term
debt.
During the period, amortization of deferred financing fees amounted to $10,323 (2013 $7,648). No new fees
were incurred in the period (2013 $33,303).
The partnership’s debt agreements contain covenants which require minimum levels of tangible equity, debt
service coverage, limitations on indebtedness, and limit the use of proceeds of asset sales which it was in
adherence to at June 30, 2014.
June 30, 2014

Dec 31, 2013

(audited &
restated)

(unaudited)

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

34 NVDLP

$

672,745

$

684,975

Loan payable to BDC- interest BDC’s floating base rate less 0.5 % per
annum due January 5, 2018, with monthly principal repayments of $8,350
plus interest, secured by the following: secured by the following: first
mortgage on 2180/2190 2nd Avenue Whitehorse; general assignment
over property and equipment on that property.

405,036

454,622

Loan payable to RBC - interest at 4% annum, due January 4, 2019,
payable with monthly principal payments of $7,200 plus interest, secured
by a first mortgage and assignment of rents from properties at 2237 2nd
Avenue Whitehorse.

3,330,504

3,383,084

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

1,282,292

1,305,766

Loan payable to BDC - interest BDC’s floating base rate less 0.5 % per
annum, due March 23, 2033, with fixed monthly 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.

8,344,323

8,622,102

Loan payable to BDC - interest BDC’s floating base rate less 0.5 %
per annum, due March 23, 2033, with fixed monthly 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.

3,416,135

3,553,226

5. Long term Debt (continued)
June 30, 2014
(unaudited)
Loan payable to BDC - interest at BDC’s floating base rate less 0.5%
variance per annum, 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.

$

2,804,651

Dec 31, 2013

(audited &
restated)

$

2,882,550

Loan payable to BDC - interest at BDC’s floating base rate, 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.

451,282

466,666

Loan payable to BDC - interest at BDC’s floating base rate, due Feb
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.

421,672

426,162

Loan payable to BDC - interest at BDC’s floating base rate plus 0.5%,
due March 23 2038, with monthly principal repayments of $1,600 plus
interest, secured by the following: first mortgage and assignment of rents
on the partnership’s interest in the land and buildings at 140 Gypsum
Way, Whitehorse.

178,543

182,121

Loan payable to BDC - interest at BDC’s floating base rate less 0.5%, due
June 23 2032, with monthly principal repayments of $1,837 plus interest,
secured by the following: first mortgage and assignment of rents on the
partnership’s interest in the land and buildings at 166 & 170 Titanium
Way, Whitehorse

376,842

396,900

1,667,927

1,712,017

389,227

-

$ 23,839,993

$ 24,070,195

Loan payable to BDC - interest at BDC’s floating base rate less 0.5%, 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 RBC - interest at 2.25%, due July 25, 2018, with biweekly
principal repayments of $935.24 principal and interest, secured by
the following: first mortgage on Unit 101, Whitehorse Condominium
Corporations 192.
Total
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5. Long term Debt (continued)
The BDC floating base rate at June 30, 2014 was 5.0% (December 31, 2013 - 5.0%). RBC and First Nations
bank prime rate at year end was 3.0% (December 31, 2013 - 3.0%).
Principal repayments on long term debt over the next five years and thereafter are as follows:
2015			
$
2016 				
2017				
2018 				
2019				
Thereafter
				

$

1,268,042
1,268,042
1,268,042
2,168,839
2,234,193
15,632,836
23,839,993

6. Short Term Loans
As at June 30, 2014, there was $5,755,729 (2013 $3,829,540) in short term debt.
$373,195 was obtained from a related party to fund the renovation of a hotel property. Interest is being
charged at 5% and is secured against the partnership’s interest in the hotel property and is due no later than
December 18, 2014.
$5,431,121 (2013 $3,358,849) was obtained from the First Nations’ Bank relating to a commercial construction
project. The debt is secured against a general security agreement and a first mortgage on 4201 4th Avenue,
Whitehorse. Monthly payments at year end were interest only with the interest rate being 4.4% The credit
facility is non-revolving with a limit of $6,400,000. At June 30, 2014 the remaining credit limit was $968,879.
There is $30,587 (2013 30,790) in deferred financing fees needed against the short term loan. This loan will
be converted to a mortgage in the upcoming period.
The $300,000 balance from December 31, 2013 relating to the purchase of a hotel property was repaid in
the period.

7. Convertible Debentures
At June 30, 2014 the Partnership had $4,000,000 (2013 $4,000,000) in convertible debentures outstanding.
The debentures bear interest at 6.75% per annum paid quarterly and are secured with mortgages over 4
otherwise unencumbered properties and a security interest in the partnership’s other properties. The lenders
can have the option to convert the debenture at any time after February 28, 2014 at the lessor of $1.95 per
partnership unit or the calculated Net Asset Value per partnership unit 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 June 30, 2014 there was $18,206 (2012 $22,425 ) in deferred financing fees netted against the
debentures.
It is management’s opinion that there will be no conversion in the current period.
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8. Financial Instruments and Risk Management
The fair market values of cash, accounts receivable, accounts payable and accrued liabilities, short term
loans, notes receivable, promissory note, customer deposits and related party advances approximate their
carrying values due to their short term to maturity or capacity for prompt liquidation. The fair value of long
term debt approximates its carrying value because the interest rates float with market or are similar to market
rates.

Credit Risk
The partnership is exposed to normal credit risk resulting from the possibility that a customer or counterparty
to a financial instrument defaults on their financial obligations; if there is a concentration of transactions
carried out with the same counterparty; or if financial obligations which have similar economic characteristics
such that they could be similarly affected by changes in economic conditions. The partnership’s financial
instruments that are exposed to concentrations of credit risk relate primarily to accounts receivable. To
mitigate the credit risk, the partnership has accounts receivable widely distributed among its customer
base, performs regular credit assessments of its customers, provides allowances for potentially uncollectible
accounts, obtains advance deposits and requires many of its customers to pay rent at the beginning of each
month. The partnership therefore believes that there is minimal credit risk associated with the collection of its
accounts receivable.

Interest Rate Risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Changes in market interest rates may have an effect on the cash
flows associated with some financial assets and liabilities, known as cash flow risk, and on the fair value of
other financial assets or liabilities, known as price risk.
The partnership is exposed to interest rate risk with respect to its short term financial instruments all of which
are expected to be realized within one year. As described in note 5, a substantial portion of the partnership’s
long term debt bears interest at floating rates. Fluctuations in these rates will impact the cost of financing
incurred in the future. The partnership’s various loans have rates between 3% an 7% and maturing between
one and ten years.

Liquidity Risk
Liquidity risk is the risk that the partnership will not be able to meet its obligations as they fall due. In the
period the partnership met its third party obligations, including all debt service requirements.

Currency Risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. The partnership is exposed to a small amount of currency risk because
it does a small amount of transactions in US dollars.
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9. Loans Receivable
December 31, 2013

June 30, 2014

(audited)

(unaudited)

Mortgages receivable

$

Loans receivable
Advances to joint ventures
$

647,629

$

679,969

1,546,920

2,181,690

146,934

142,262

2,341,483

$

3,003,920

(i) Mortgages receivable

				
Mortgages receivable represent advances made to vendors of properties sold by the partnership. In all
cases, security is provided by the underlying property. Interest is charged at rates between 5% and 7%.
The total interest earned on the loans in the period was $8,868 (2013 ‑ $25,411). The maximum exposure to
the credit risk associated with the mortgages receivable occurs if the borrowers defaults n repayment of the
mortgages. Therefore, the carrying value of the mortgage receivable balance represents the Partnership’s
maximum exposure to the related credit risk without taking into account any collateral or any other credit
enhancements. There were no impairments or impairment provisions recorded on the mortgages receivable
as at June 30, 2014.

(ii) Loans receivable
Loans receivable are with third party borrowers. The terms of the loans do not exceed 5 years, with interest
rates ranging from nil to 12%. The total interest earned on the loans in the year was $ 36,036 (2013 ‑ $29,796).
The maximum exposure to the credit risk associated with the loans receivable occurs if the borrower defaults
on repayment of the mortgage. Therefore, the carrying value of the loans receivable balance represents
the Partnership’s maximum exposure to the related credit risk without taking into account any collateral or
any other credit enhancements. There were no impairments or impairment provisions recorded on the loans
receivable as at June 30, 2014.

(iii) Advances to Joint Ventures
Advances to Joint Ventures are made to assist working capital requirements. Interest is charged at 5% when
other joint venturers do not contribute their obligation. The total interest collected in the year was $11,255
(2013 10,769).
Due to a change in presentation to a non-classified balance sheet, the current portion of the above balances
is not disclosed. At June 30, 2014 the balance expected to be collected in the upcoming 12 months is
$363,280 (2013 $1,188,720)
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10. Related Party Transactions and Balances
Amounts due to related parties are non-interest bearing, payable on demand and have arisen from the sales
of product and provision of services and cash advances. Management has concluded that it is not practical
to determine the fair value of related party loans as there is no comparable market data.
During the period, the Partnership had the following transactions with parties that were either partners, employees or companies controlled by partners or employees of the Partnership:
For the six months ended,

2013
(audited)

2014
(unaudited)

1. Revenues and Expenses
Revenues and Recoveries
Rent - received from a company controlled by an employee of the partnership
and a joint venture in which the partnership has a proportionate interest

61,509

102,936

Interest - received from a company controlled by an employee of the partnership
on a short term loan and loans to employees and Joint ventures

19,069

17,659

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

22,406

80,209

$

Expenses
Fees Paid to Directors of the Partnership

$

99,712

$

58,145

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

44,704

71,808

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

18,176

19,886

1,416

-

Six months to
June 30, 2014
(unaudited)

Year Ended
Dec 31, 2013
(audited)

Financing charges and interest - paid to various investors in which the
partnership has proportionate interests.

2. Assets and Liabilities
Acquisitions
Asset purchased - the partnership purchased a 50% interest in a joint
venture in which it had a existing proportionate interest.

$

-

$

2,240,413

$

-

$

352,938

Dispositions
Assets sold - the partnership sold land to a joint venture in which it has proportionate interest and to a company controlled by an employee
Assets sold - the partnership sold condominiums from its joint ventures in which
it has proportionate interests to one of its employees and to a company owned
by the wife of a board member

-

1,799,159
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10. Related Party Transactions and Balances (continued)
2013

2014

For the six months ended June 30,

(unaudited)

(unaudited)

Loans
Loans received from unitholders of partnership (balance at period end was
$375,000)

$

$

375,000

3,000,000

Loans - advanced to employees of the partnership and a company controlled
by a Director (balance at period end was $459,336)

-

479,019

Loans - advanced to joint ventures in which the partnership has a proportionate
interest (balance at period end was $385,369)

-

463,075

500,000

2,500,000

Repayment of loans

The related party transactions occur in the normal course of operations and are measured at the exchange
value (the amount of consideration established and agreed to by the related parties), which approximates
the arm’s length equivalent value for services.
As at June 30, 2014, the Partnership had accounts receivable from related parties of $9,550 (2013 ‑ $10,648)
As at June 30, 2014, the Partnership had amounts receivable from its joint venture partners of $385,369 (2013 $370,989)
As at June 30, 2014, the partnership had an amount due to its joint venture partners of $1,418 (2013 ‑$70,536 ).
As at June 30, 2014, the Partnership had accounts payable from related parties of $853 (2013 ‑ 1,533)

11. Reporting Segments
For the six months
ended June 30, 2014
Revenue

Hotels
$ 5,656,174

$ 1,049,811 $

-

Property under
development
$

404,563

$

Other

Total

-

$ 7,110,548

Amortization

431,753

373,932

-

-

64,728

870,413

Gross Margin

657,623

873,162

-

404,563

-

1,935,348

Gains

-

-

-

87,687

5,900

93,588

Interest income

-

-

-

-

58,873

58,873

Interest expense

249,912

262,039

-

-

141,399

653,350

Net earnings (loss)

(24,042)

237,191

92,994

87,687

(930,575)

(536,745)

$32,511,499 $

984,354

2,042,024 $1,066,903

$53,112,585

Property and Equipment $16,507,806
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Property
Rentals Held for Sale

$

11. Reporting Segments (continued)
For the six months ended
June 30, 2013
(restated)

Hotels

Rentals

Property Held
for Sale

Property under
development

Other

Total

Revenue

$ 4,853,746

$ 742,734

$ 741,672

-

$ 95,059

$6,433,210

Amortization

358,069

262,235

-

-

24,284

644,588

Gross Margin

817,054

679,092

741,672

-

95,059

2,332,877

Gains

-

76,668

92,994

-

-

169,663

Interest income

-

-

-

-

77,452

77,452

Interest expense

228,685

168,926

-

-

-

397,611

Net earnings (loss)

588,369

586,835

92,994

-

(1,055,597)

212,601

$15,657,232 $18,741,323

$ 2,414,903

$ 5,038,363

$ 735,360

$42,611,181

Property and Equipment

As at June 30, 2014, 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 in construction.

12. Partners’ Equity
At period end there were 21,029,970 units outstanding (2013-21,029,970).

13. Changes in presentation of comparative financial statements
Certain comparative figures have been reclassified to conform to the current year’s financial statement
presentation.
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14. Supplemental disclosure of cash flow information

Year ended
December 31, 2013

Six months ended
June 30, 2014

(audited)

(unaudited)

Interest paid

$

643,027

$

379,899

Inrerest paid, capitalized

$

132,823

$

152,722

$

1,197,140

$

1,407170

Non cash investing and financing activities
Vendor take back mortgage

15. Joint ventures
The financial statements include the partnership’s proportionate interest in 4 (2013 - 5) joint ventures. All are
located in the Whitehorse area. The Waterfront Station joint venture ceased being a joint venture in October
2013 when the Partnership purchased the remaining 50% interest from the other joint venturer. This entity is
now consolidated in the Partnership’s statements as a wholly owned subsidiary.

Interest

Activity

Year of
Inception

Titanium Way Joint Venture

67%

Lease of commercial properties

2008

Rivers Reach Joint Venture (44588 Yukon Inc.)

90%

Construction and sale of
residential properties

2011

Titanium Way Storage Park Joint Venture

40%

Operation of a long term
storage facility

2012

North Carcross Joint Venture

50%

Lease of commercial properties

2013

Name
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15. Joint ventures (continued)

As at
Cash
Accounts Receivable

$

Govt Remittances receivable
Inventory
Property and Equipment
Organization costs

23,453

20,298

11,158

1,018,091

150,080

1,105,463

-

-

2,799,786

752

752
$

3,906,001

$

57,887

$

35,570
1,316

30,430

2,084

10,653

90,401

57,161

9,623

-

Long term debt

1,118,546

1,219,210

2,462,968

2,629,630

1,276,371

1,208,947

Equity
$

3,671,915

$

Revenues
$

116,059

$

140,464

Gains

Property
Amortization

24,405

$

Expenses

156,659
901
76,587

$

234,147

38,737

28,276

31,167

52,153

78,801

59,012

Interest

3,906,001
June 30, 2013
(audited & restated)

June 30, 2014
(unaudited)

For the period ending

Expenses

20,177

3,671,915

Short term debt

Interest

52,761

$

Other current liabilities

Rentals

$

3,521,835

Property under development

Govt remittances

109,606

December 31, 2013
(audited & restated)

-

Prepaid Expenses

Accounts Payable and accrued liabilities

June 30, 2014
(unaudited)

128,916

159.230
$

74,917

Net income

$

Cashflows from operating activities

$

107,594

$

230,072

Cashflows, investing activities

$

336,671

$

62,803

Cashflows, financing activities

$

(387,421)

$

(59,558)

11,548
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16. Restatement
In the prior reporting period, long term debt and property and equipment were understated by $63,278
on the balance sheet. The financial statements did not reflect the fact that $63,278 in financing costs
related to construction costs should have been capitalized against the cost of the development project.
The December 31, 2013 balances have been restated to correct this error. This resulted in no change to
the 2013 net income nor closing partners’ equity.
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