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July 30, 2012 
 
Fraser Milner Casgrain LLP 
as Court-Appointed Representative Counsel 
77 King Street West, Suite 400  
Toronto-Dominion Centre 
Toronto, ON, M5K 0A1 
 
Attention: Jane Dietrich and Shayne Kukulowicz 
 
Re: Wimberly Apartments Limited Partnership et al. 
 
This letter has been prepared by Grant Thornton Limited in its capacity as CCAA 
monitor (the “Monitor”) of certain First Leaside entities (“First Leaside”), including 
Wimberly Apartments Limited Partnership (“WALP”) and FL Master Texas, Ltd. 
(“Master Texas”), appointed pursuant to the initial order issued by the Ontario 
Superior Court of Justice (Commercial List) on February 23, 2012 (“Initial Order”).  
This letter provides additional context regarding the events preceding the preparation 
of the Monitor’s report to investors dated July 20, 2012 (“July, 2012 Report”), 
particularly related to WALP. The Monitor presented the July, 2012 Report to 
Representative Counsel and the Steering Committee on July 23, 2012.  A copy of the 
July, 2012 Report is attached to this letter. 
 
Since the issuance of the Initial Order, the Court appointed Chief Restructuring Officer 
(“CRO”), with the assistance of the Monitor and respective legal counsel, has been 
assessing First Leaside’s options with respect to the six real properties owned by Texas 
subsidiaries of Master Texas in an effort to recover value for the investors of WALP 
and First Leaside.  In addition, the CRO and Monitor have been assessing First 
Leaside’s options with respect to FL Master Sherman (“Master Sherman”).  In this 
regard, the CRO has, among other things: 
 

1. Inspected all of the Texas properties with the Dallas-based property manager, 
Leaders Corporation, and maintained regular contact with Leaders Corporation 
to further understand the operations and cash flows of the Texas properties; 

2. Retained Texas-based legal counsel to advise of its options and corporate 
authority with respect to the Texas subsidiaries; 

3. Retained a US-based mortgage advisor; 
4. Obtained one appraisal and one assessment of value for the properties owned 

by Master Texas and Master Sherman;  
5. Arranged for the preparation of an accurate organizational chart for WALP and 

related entities and Texas subsidiaries, which First Leaside did not previously 
possess and was necessary to consider corporate authority; 

6. Arranged for the assembly of information related to the flow of funds between 
WALP and related entities, for review by the Monitor; and 
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7. Communicated with various parties that contacted the CRO regarding their 
interest in First Leaside’s Texas properties.  

 
Corporate Authority 
 
The CRO has determined, based on advice from its Texas-based legal counsel, that 
First Leaside does not have the corporate authority to deal with the properties owned 
by Master Texas and Master Sherman.   This is due to, among other things, the fact that 
the general partners of each of the limited partnerships owned by Master Texas and 
Master Sherman are controlled by companies which are controlled and/or owned by 
David Phillips, the former President of First Leaside, and over which the CRO cannot 
exercise control.  This complex corporate structure was put in place by First Leaside 
long before the CCAA proceedings.   
 
Communications with Investors and the Funds  
 
On April 20, 2012, the CRO and the Monitor met with a small number of the investors 
in the Funds (the “Funds” being defined in the July, 2012 Report) to discuss such 
investors’ preliminary “rescue plan” for the properties owned by Master Texas.  At that 
time the investors’ plan was not fully developed.  On May 10, 2012, the same investors 
provided the CRO with a written proposal that, among other things, appeared to have a 
dilutive effect on the interests of the current investors in the Funds, and was still not 
fully developed.  
 
On May 1, 2012, First Leaside, with the assistance of the Monitor, prepared a report to 
investors (the “May 1, 2012 Report”) setting out financial information related to First 
Leaside entities, as well as preliminary views on the valuation of properties owned by 
subsidiaries of Master Texas and Master Sherman.  The May 1, 2012 Report indicated 
that, based on third party appraisals, the equity in the properties owned by Master 
Texas and Master Sherman, after payment of priority secured indebtedness to mortgage 
holders, was marginal in the circumstances.  Further, the CRO communicated to 
investors that the Master Sherman and Master Texas properties were operating at a 
deficiency and were imminently going to require substantial additional funding.    
 
On May 17, 2012, shortly prior to the commencement of a Steering Committee 
meeting, the CRO was advised by the Trustees of the Funds that, among other things, 
the CRO should not be taking any actions with respect to the properties owned by 
Master Texas.  The Monitor understands that certain of the Fund Trustees have been 
newly appointed. 
 
Around the same time, the CRO was contacted by a number of interested third party 
investors, who expressed preliminary interest in the Master Texas and Master Sherman 
properties; however, the CRO, did not possess the corporate authority to engage in 
negotiations with these parties.  
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In June, 2012, the Trustees of the Funds retained legal counsel who has been engaged 
in discussions with the CRO, the Monitor and their respective legal counsel, in an effort 
to extricate Master Texas, and possibly Master Sherman, from the CCAA proceedings 
so that the Trustees can develop a restructuring plan directly with investors in the 
Funds.  At this stage, the Monitor and CRO have no details of the restructuring plan 
being contemplated by the Trustees.  In order to develop a restructuring plan, legal 
counsel to the Trustees of the Funds questioned the existence of WALP’s creditor 
interests in Master Texas, which gave rise to the July, 2012 Report and the findings 
contained therein. 
 
The Monitor and CRO will provide recommendations on a course of action with 
respect to Master Texas and Master Sherman in due course, and in the form of written 
submissions to the Court.   
 
Yours truly, 
 
GRANT THORNTON LIMITED 
IN ITS CAPACITY AS COURT-APPOINTED  
CCAA MONITOR OF FIRST LEASIDE 
AND IN NO OTHER CAPACITY 
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Private and Confidential 

TO: THE INVESTORS OF FIRST LEASIDE  

 

 

Re:  Wimberly Apartments Limited Partnership et al.
 

This report (“Report”) has been prepared by Grant Thornton 

Limited in its capacity as CCAA monitor (“Monitor”) of certain First 

Leaside entities (“First Leaside”), including Wimberly Apartments 

Limited Partnership (“WALP”) and FL Master Texas, Ltd. (“Master 

Texas”).  This Report provides the observations of the Monitor 

regarding:  

 

i. the intercompany flow of funds between First Leaside 

Wealth Management Inc. (“FLWM”), First Leaside Finance 

Inc. (“Finance”), First Leaside Mortgage Fund (“Mortgage 

Fund”), 15 other entities within First Leaside (FLWM, 

Finance, Mortgage Fund and the other 15 First Leaside 

entities are collectively referred to as the “FL Entities
1
”) 

and WALP; 

ii. The intercompany flow of funds between the Wimberly 

Fund, First Leaside Fund, First Leaside Properties Fund 

(“Properties Fund”) and WALP (First Leaside Fund and 

Wimberly Fund are collectively referred to as the “Funds”); 

and 

 

1
 Certain of the FL Entities, including Mortgage Fund, are not Applicants in 

the CCAA proceedings.   

 

iii. The banking transactions and accounting journal entries 

surrounding the flow of funds between the above entities. 

 

This Report summarizes the factual information as recorded and 

documented by First Leaside and reviewed by the Monitor in 

respect of WALP and the entities with which WALP has transacted.  

The attached exhibits are an integral part of this Report and should 

be read in conjunction with same.   

Sources of information 
 

The information contained in this Report is based primarily on:  

• An organizational chart for WALP, its owners, subsidiaries 

and related general partners, was prepared by First 

Leaside and the Monitor understands that the underlying 

corporate documents have been reviewed by in-house 

counsel for First Leaside.  The Monitor has relied on the 

information provided and has not independently 

investigated the accuracy of said document.  A copy of the 

organizational chart is attached as Exhibit “1”; 

• Unaudited financial statements for the year ending 

December 31, 2010 and December 31, 2011 for the 

following entities: 

- First Leaside Wealth Management Inc.; 
- First Leaside Finance Inc.; 
- First Leaside Mortgage Fund; 
- Wimberly Fund; 
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- First Leaside Fund; 
- First Leaside Properties Fund; 
- FL Master Texas, Ltd.; and 
- FL Master Sherman, Ltd. 

• Bank account activity of the above entities for the period 

from January 1, 2010 – December 31, 2011; 

• Accounting records and general ledger entries of the above 

entities for the period from January 1, 2010 – December 

31, 2011;  

• Various agreements between the above entities as 

described below.  The Monitor notes that the majority of the 

agreements entered into between First Leaside entities 

(whether or not they are CCAA Applicants) were signed by 

insiders of First Leaside; and 

• Discussions with certain First Leaside’s management and 

accounting personnel. 

 

NOTICE TO READER 

 

Scope of work and limitations 
 

In preparing this Report, we have been provided with, and in 

making comments herein, have relied upon unaudited financial 

information, First Leaside’s books and records, historical and 

future-oriented financial information, other information provided by 

First Leaside and discussions with its management and accounting 

personnel.  Our review does not constitute an audit in accordance 

with Generally Accepted Auditing Standards or International 

Financial Reporting Standards.  We have not audited, reviewed or 

otherwise attempted to verify the accuracy and completeness of 

such information, including future oriented financial information, and 

accordingly, we do not express an opinion or any other form of 

assurance in respect of such information or figures included in this 

Report, whether such information is historical or future-oriented.  

 

The scope of our work has been limited both in terms of the 

subjects which we have reviewed and the extent to which we have 

reviewed them.  There may be matters, other than those noted in 

this Report, which a wider scope review might uncover. 

 

Forms of report 
 

For your convenience, this Report may have been made available 

to you in electronic as well as hard copy format.  Multiple copies 

and versions of this Report may therefore exist in different media.  

In the case of any discrepancy the final signed hard copy of this 

Report should be regarded as definitive. 

 

General 
 

The Report is issued on the understanding that First Leaside has 

drawn our attention to all matters, financial or otherwise, of which 

they are aware which may have an impact on our Report up to the 

date of signature of this Report.  Additionally, we have no 

responsibility to update this Report for events and circumstances 

occurring after this date. 

 
GRANT THORNTON LIMITED, IN ITS CAPACITY AS COURT-APPOINTED CCAA 

MONITOR OF CERTAIN FIRST LEASIDE ENTITIES AND IN NO OTHER CAPACITY 

_____________________ 
Jonathan Krieger, CA•CIRP
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1. Intercompany and Related Party Balances 

as at December 31, 2011 

 

 

Wimberly Fund’s primary assets are promissory notes between 

Wimberly Fund and Master Texas.  A copy of the unaudited draft 

financial statements for Master Texas as at December 31, 2011 is 

attached as Exhibit “2”.  A copy of a sample promissory note 

issued to Wimberly Fund is attached as Exhibit “3”.  A copy of the 

unaudited draft financial statements as at December 31, 2011 for 

Wimberly Fund is attached as Exhibit “4”.  The total value of 

promissory notes issued by Master Texas to Wimberly Fund was 

$10.3M as at December 31, 2011. 

 

First Leaside Fund’s primary assets are promissory notes between 

First Leaside Fund and Master Texas.  A copy of a sample 

promissory note issued to First Leaside Fund is attached as Exhibit 

“5”.  A copy of the unaudited draft financial statements as at 

December 31, 2011 for First Leaside Fund is attached as Exhibit 

“6”.  The total value of promissory notes issued by Master Texas to 

First Leaside Fund was $43.6M as at December 31, 2011. 

 

Properties Fund’s primary assets are promissory notes between 

Properties Fund and FL Master Sherman, Ltd. (“Master 

Sherman”).  A copy of the unaudited draft financial statements for 

Master Sherman as at December 31, 2011 is attached as Exhibit 

“7”.  A copy of a sample promissory note issued to Properties Fund 

is attached as Exhibit “8”.  A copy of the unaudited draft financial 

statements as at December 31, 2011 for Properties Fund is 

attached as Exhibit “9”. 

Attached as Exhibit “10” is a diagram that provides a summary of 

the intercompany flow of funds as between the above noted entities 

as at December 31, 2011.  With reference to the diagram, it 

appears that WALP acted as the consolidated bank account into 

which cash was advanced from the FL Entities and the Funds and 

distributed to Master Texas, Master Sherman and to the limited 

partners of WALP.  The cash in WALP was used primarily to fund 

the operations of the Texas properties on an as needs basis and to 

make cash distributions to the debt holders (i.e. unit holders of 

Funds) and the limited partners of WALP.  However, among other 

things, WALP funds were also used to pay (i) the property taxes of 

Sedona, (ii) the legal fees incurred by WALP, Master Texas and 

Master Sherman, (iii) insurance, (iv) appraisals for all the Texas 

properties, (v) hedging and foreign exchange losses, and (vi) the 

annual costs of general meetings, most of which costs paid were 

never attributed back at the Master Texas and Master Sherman 

level. 

First Leaside advises that in 2005, WALP effected a reorganization, 

pursuant to which:  

1. the six properties owned by subsidiaries of Master Texas were 

acquired by their present owners from WALP; 

2. WALP equity unit holders were given an option to exchange 

their WALP units for units in the newly formed First Leaside 

Fund; and,   
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3. Master Texas was formed and issued promissory notes to First 

Leaside Fund; First Leaside Fund made cash payments to WALP 

in conjunction with the issuance of the promissory notes by Master 

Texas. 

 

Based on the Monitor’s limited examination of the reorganization it is 

apparent that it was complex. The Monitor has not undertaken an 

assessment of the impact of the reorganization on the positions of the 

various stakeholders and on the intercompany balances, but notes that 

value attributed to the Master Texas properties in 2005 would be a key 

item to review in any such assessment.  The Monitor also notes that a 

thorough assessment of these transactions and the corresponding 

legal documentation would be costly. 
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2. The Funds’ Advances to WALP 
 

Wimberly Fund and First Leaside Fund 

 

When money was raised by the Funds from investors, the majority of 

the proceeds would be transferred from the Funds’ bank accounts to 

the WALP bank account and a portion of the proceeds would remain in 

the Funds’ bank accounts and used for future distributions to the 

Funds’ unit holders.   

 

The Monitor understands that at the time money was transferred from 

the Funds’ bank accounts to the WALP bank account, a promissory 

note for the same amount would be issued by Master Texas to the 

Funds.  Master Texas would then record a “due from” WALP, to 

account for the cash advanced to WALP in respect of the promissory 

notes which were issued by Master Texas to the Funds.   

 

Properties Fund 

 

When money was raised by Properties Fund from investors, the 

majority of the proceeds would be transferred from Properties Fund’s 

bank account to the Master Sherman bank account and a portion of the 

proceeds would remain in Properties Fund’s bank account and used 

for future distributions to its unit holders.   

 

The Monitor understands that at the time money was transferred from 

Properties Fund’s bank accounts to Master Sherman’s bank account, a 

promissory note for the same amount would be issued by Master 

Sherman to Properties Fund.     
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3. Transactions Between the FL Entities and 

WALP 

 

The intercompany balances recorded as owing from WALP to the FL 

Entities are made up of cash advances, accrued interest, and in the 

case of FLWM, professional fees
2
 for services provided to WALP, all of 

which are recorded as a “due from” WALP.  Interest was accrued on 

these balances on a quarterly basis.  Attached as Exhibit “11” is a 

copy of the audited financial statements of WALP for the year ending 

December 31, 2010, which reflect interest accruing on intercompany 

balances (please refer to note 9 on page 23 of the financial 

statements).   

As described in the August 19, 2011 Grant Thornton report, the FL 

Entities’ cash was largely drawn from other sources in First Leaside, 

often to fund operating and cash flow deficiencies in WALP.   When 

cash was advanced from an FL Entity to WALP, the funds were 

commingled with the cash that was advanced from the Funds to 

WALP. 

The Monitor notes that certain cash transfers from the FL Entities to 

WALP took place in the 12 months leading up to the commencement of 

the CCAA proceedings.   

 

2
 The professional fees include, among other services, accounting 

services, IT support, administration, agency fees and legal fees all of 

which are payable to FLWM. 
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4. Cash Transfers from WALP to Master Texas 

and Master Sherman 
 

As described above, transfers were made to the WALP bank account 

from both the Funds and the FL Entities.  The Monitor understands that 

Master Texas and Master Sherman would periodically call upon WALP 

for funding when they required cash for operations.  The transfers from 

WALP to Master Texas were recorded as reductions in the “due from” 

WALP account which was initially created when the Funds sent cash to 

WALP, regardless of the entity from which WALP borrowed (i.e. the 

Funds vs. the FL Entities).  Accordingly, the funding provided to WALP 

by the FL Entities was comingled in the same account with the 

advances from the Funds and subsequently used to pay amounts 

recorded as being due to Master Texas, to fund Master Sherman and 

to pay distributions to WALP unit holders and the Funds’ unit holders.  

Based on WALP’s records and the financial statements of Master 

Texas and Master Sherman, it appears that WALP has no direct 

creditor claim against Master Texas or Master Sherman.  However, the 

manner in which the investments are structured and the transactions 

are recorded appear to be advantageous to the position of the Funds 

(who hold promissory notes from Master Texas) and Properties Fund 

(who holds promissory notes from Master Sherman) to the detriment of 

the FL Entities (who have a claim against WALP).   
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F.L.W.  
Preston Ltd. 
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F.L. 3 
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F.L. Arrow Wood 
Apartments Ltd. 

LP 99.99% 
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The Bluffs 
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Racquet Club 

Wimberly Pointe 
Apartments 

Family Tree 
Apartments 

Wimberly Crossing 
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Creekview 
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Raintree 
 Apartments 

Parkview 
 Apartments 

F.L.W. Pond 
Master, Ltd. 

F.L.W. Shores 
Master, Ltd. 

Old Mill Pond 
Apartments LP 

LP 9.8%2 

Non-Controlling4 

100 % 

The Shores  
Limited Partnership 

Non-Controlling4 

100 % 

FL Master Texas, Ltd.  

Canada 

US 
 

First Leaside4  
Partners LP  

Wimberly Apartments  
Limited Partnership  

Sherman Church4 

Property 

FL Master Sherman Ltd.   

First Leaside Properties4  
Limited Partnership   

  Canada 

  US 
 

99.99%2 

2069088.2 

2088544  
Ontario Inc. 

2088545  
Ontario Inc. 

2088543  
Ontario Inc. 

FLW Pond1 

GP, Inc. 

FLW Shores1 
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FLW Bluffs1 

GP, Inc. 

FLW Preston1 
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FLW Pointe1 
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GP, Inc. 
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FL Master  
Sherman GP, Inc. 

F.L. US  
Holdings, Ltd. 

F.L. US Holdings  
GP, Inc. 

First Leaside Opportunities  
Limited Partnership   

1437290  
Ontario Inc. 

1  We have been told by Texas Counsel to First Leaside that these entities are owned and 

controlled by  David Phillips. We have not received the documents to confirm ownership. 
2  These percentages match the organizational documents that we have received. , are different 

than those contained in the original chart. 
3  The LP Agreement lists the Limited Partner as FL Master Sherman GP, Ltd.  

4  This is information from original chart. 

* If no additional shares have been issued, then First Leaside Realty II Inc. is the sole 
shareholder 
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December 31, 2011

F.L. Master Texas Ltd.

Financial Statements

(A Texas Limited Partnership)

(unaudited)



F.L. Master Texas Ltd.

Balance Sheet

(Expressed in U.S. dollars)

December 31, 2011, with comparative figures for 2010

(unaudited)

2011 2010

Assets

Cash 19,435                 38,835                

Accounts receivable 100                      100                     

Due from related parties 24,248,885          30,430,970         

24,268,421          30,469,905         

Liabilities and Shareholders' Equity

Liabilities:

Accounts payable and accrued liabilities 525,377               10,598                

Deficiency in investments 13,288,481          13,055,795         

Promissory notes payable 53,914,211          52,665,341         

Partners' Equity (deficiency) (43,459,648)         (35,261,828)        

24,268,420          30,469,905         

0                          (1)                        



F.L. Master Texas Ltd.

Statement of Operations

(Expressed in U.S. dollars)

For the year ended December 31, 2011, with comparative figures for 2010

(unaudited)

2011 2010

Revenue

Revenue:

Interest and other 14                        719                     

14                        719                     

Expenses

Operating Expenses:

Advisory fees 39,766                 844,950              

Administration 4,866,910            3,917,449           

4,906,676            4,762,399           

Unrealized foreign exchange (gain) loss (423,702)              597,970              

Loss on investments 3,714,860            5,603,212           

3,291,158            6,201,182           

Net Income (Loss) (8,197,820)           (10,962,861)        

-                       -                      



F.L. Master Texas Ltd.

Statement of Partners' Equity

(Expressed in U.S. dollars)

For the year ended December 31, 2011, with comparative figures for 2010

(unaudited)

2011 2010

General Limited

Partner Partners

Partners' equity, beginning of year (3,980)            (35,257,848)        (35,261,828)         (24,298,967)        

Net income (loss) (820)               (8,197,000)          (8,197,820)           (10,962,861)        

Contributions -                      -                       -                      

Distributions -                 -                      -                       -                      

Partners' equity, end of year (4,800)            (43,454,848)        (43,459,648)         (35,261,828)        

0.78                     0.78                    



 

 

 

 

 

 

EXHIBIT “3” 

 

 

 

 

 

 

 

 

 

















 

 

 

 

 

 

EXHIBIT “4” 

 

 

 

 

 

 

 

 

 



Wimberly Fund

Financial Statements

(unaudited)

December 31, 2011



Wimberly Fund

Balance Sheet
(Expressed in U.S. dollars)

December 31, 2011 and 2010
(unaudited)

2011 2010

Assets

Cash 206$                159$                     
Due from related party (note 7) 111,530           17,172                  

111,736           17,331                  

Promissory notes receivable (note 2) 10,296,974      9,742,996             

10,408,710$    9,760,326$           

Liabilities and Unitholders' Equity

Liabilities:
Accounts payable and accrued liabilities 115,009$         17,000$                
Due to related party (note 7) -                  

115,009           17,000                  

Call premium derivative (note 2) -                  -                        

Redeemable units (note 3) 8,836,608        8,480,340             

Unitholders' Equity (note 5) 1,457,093        1,262,986             

10,408,710$    9,760,326$           

See accompanying notes to the financial statements. 0.01                

On behalf of the Trustees:

Trustee

Trustee



Wimberly Fund

Statement of Operations
(Expressed in U.S. dollars)

Years ended December 31, 2011 and 2010
(unaudited)

2011 2010

Revenue

Revenue:
Interest and other 817,513           292,300                
Recovery of costs (note 4) 30,717             11,513                  

848,231           303,812                

Expenses

Operating Expenses:
Interest expense 708,937           242,602                
Administration 30,717             11,513                  

739,655           254,115                

Net Income 108,576           49,698                  



Wimberly Fund

Interim Statement of Unitholders' Equity
(Expressed in U.S. dollars)

Years ended December 31, 2011 and 2010
(unaudited)

2011 2010
Accumulated

other
Class C comprehensive

Units Amount  income (loss)

-                -$                -$                     -$                -$                      

Net income -                108,576           -                      108,576           49,698                  

Issuances -                1,348,518        -                      1,348,518        1,213,288             

Distributions reinvested 111,849           -                      111,849           49,367                  

Distributions -                (111,849)         -                      (111,849)         (49,367)                 

-                1,457,093$      -$                     1,457,093$      1,262,986$           

See accompanying notes to the interim financial statements.

Unitholders' equity, beginning of 
period

Unitholders' equity, end of 
period



 

 

 

 

 

 

EXHIBIT “5” 

 

 

 

 

 

 

 

 

 

















 

 

 

 

 

 

EXHIBIT “6” 

 

 

 

 

 

 

 

 

 



DRAFT

December 31, 2011

First Leaside Fund

Financial Statements

(unaudited)



First Leaside Fund DRAFT

Balance Sheet
(Expressed in U.S. dollars)

December 31, 2011, with comparative figures for 2010
(unaudited)

2011 2010

Assets

Cash 298$                  122$                  
Accounts Receivables and prepaids -                     -                     
Due from related parties (note 8) 524,685             9,121                 
Promissory notes receivable (note 2) 43,204,498        42,922,345        

43,729,482$      42,931,587$      

Liabilities and Shareholders' Equity

Liabilities:
Accounts payable and accrued liabilities 16,950$             16,949$             
Due to related party (note 8) 634,484             -                         
Promissory note interest payable 412,998             -                         

1,064,432          16,949               

Redeemable units (note 3) 29,609,229        30,238,909        

Unitholders' equity (note 2 and 5) 13,055,821        12,675,729        

Commitment (note 11)

43,729,482$      42,931,587$      

-                     -                     



First Leaside Fund DRAFT

Statement of Operations
(Expressed in U.S. dollars)

For the year ended December 31, 2011, with comparative figures for 2010
(unaudited)

2011 2010

Revenue
Interest and other 3,293,514$        3,447,521$        
Recovery of costs (note 4) (103,112)            422,412             

3,190,402          3,869,932          

Expenses
Interest expense 2,492,715          2,395,358          
Administration 399                    422,410             

2,493,114          2,817,767          

Net Income 697,288$           1,052,165$        



First Leaside Fund DRAFT

Statement of Unitholders' Equity
(Expressed in U.S. dollars)

For the year ended December 31, 2011, with comparative figures for 2010
(unaudited)

Number Amount Number Amount

Unitholders' equity, beginning of year 12,615,857    12,675,728$    9,994,175          9,500,648$        

Units issued -                 -                   1,608,837          1,527,138          

Unit redemptions -                 -                   (76,556)              (20,734)              

Distributions -                 (1,227,826)       -                     (1,052,121)         

Distributions reinvested 1,210,853      1,227,826        1,089,401          1,052,121          

Net income -                 697,288           -                     1,052,163          

Foreign currency translation -                 (317,195)          -                     616,513             

Unitholders' equity, end of year 13,826,710    13,055,821$    12,615,857        12,675,728$      

2011 2010



First Leaside Fund DRAFT

Statement of Cash Flows
(Expressed in U.S. dollars)

For the years ended December 31, 2011 and 2010
(unaudited)

2011 2010

Cash provided by (used in):

Operating activities:
Net income 697,288$           1,052,163$        
Items not involving cash:

Non-cash interest income (1,229,029)         (1,051,833)         
Change in other non-cash operating items 412,998             16,037               

(118,743)            16,367               

Financing activities:
Issuance of redeemable units -                     5,798,032          
Redemption of redeemable units -                     (295,480)            
Issuance of Class C units -                     1,527,138          
Redemption of Class C units -                     (20,734)              
Due to/from related parties 118,919             (264,548)            

118,919             6,744,408          

Investing activities:
Investment in promissory notes -                     (7,325,170)         
Repayment of promissory notes -                     316,214             

-                     (7,008,956)         

Increase (decrease) in cash 176                    (248,181)            

Cash (bank indebtedness), beginning of year 122                    248,303             

Cash (Bank indebtedness), end of year 298$                  122$                  
(0)                       

Supplemental disclosure of non-cash financing and
investing activities:
Distributions reinvested 1,227,826$        668,990$           
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FL Master Sherman, Ltd.

(A Texas Limited Partnership)

Consolidated Financial Statements
(unaudited)

December 31, 2011



FL Master Sherman, Ltd.

Consolidated Balance Sheet

(Expressed in U.S. dollars)

December 31, 2011, with comparative figures for 2010

(unaudited)

2011 2010

Assets

Revenue-producing properties: 25,725,094                        25,604,193                       

Cash 1,383,794                          287,133                            

Receivables, prepaid expenses and deposits 143,239                             104,394                            

Call premium deriviative 109,000                             158,000                            

Deposits in escrow (note 3) 874,348                             784,790                            

Loan receivable from related party (note 7) 293,880                            

Due from related parties (note 7) 5,178                              1,389,244                         

28,240,654$                   28,621,634$                   

Liabilities and Partners' Equity

Liabilities:

Accounts payable and accrued liabilities 1,509,217$                        388,009$                          

Tenants' security deposits 114,524                             123,318                            

Promissory notes payable (note 8) 14,386,509                        14,355,497                       

Due to related parties (note 7) 228,356                             36,829                              

16,034,083                        16,184,522                       

Long-term debt (note 4) -                                      500,000                            

32,272,689                        31,588,176                       

Partners' Equity (note 5) (4,032,034)                        (2,966,542)                        

28,240,654$                   28,621,634$                   

See accompanying notes to financial statements. 

On behalf of the Trustees:

Director

Director

Mortgage notes payable, net of deferred 

financing costs (note 3)



FL Master Sherman, Ltd.

Consolidated Statement of Operations

(Expressed in U.S. dollars)

For the year ended December 31, 2011, with comparative figures for 2010

(unaudited)

2011 2010

Revenue

Revenue:

Rental Revenue 3,510,798$                        3,686,803$                       

Interest (note 7) 35,905                               546,267                            

Other Revenue 337,020                             326,566                            

3,883,723                          4,559,636                         

Expenses

Operating Expenses:

Administration 807,090                             684,695                            

Repairs and maintenance 548,966                             589,794                            

Utilities 694,943                             577,592                            

Property taxes 350,433                             459,680                            

Property management fees 151,970                             155,035                            

Insurance 140,676                             120,919                            

Bad debts 44,825                               32,631                              

Advertising and leasing 25,109                               13,280                              

2,764,013                          2,633,626                         

Net Operating Income 1,119,710                          1,926,010                         

Professional fees 140,492                            

Mortgage and other interest 2,444,091                          2,366,998                         

Other maintenance charges 1,748,049                          263,055                            

Fair value change in call premium deriviative 49,000                               (64,000)                             

Foreign exchange loss (gain) (257,589)                            900,036                            

Amortization of revenue-producing properties -                                      544,566                            

3,983,552                          4,151,147                         

Loss before non-controlling interest (2,863,843)                        (2,225,136)                        

Non-controlling interest 213                                     42                                      

Loss for the year and comprehensive loss $      (2,863,629) $      (2,225,094)

See accompanying notes to financial statements. 



FL Master Sherman, Ltd.

Consolidated Statement of Partners' Equity

(Expressed in U.S. dollars)

For the year ended December 31, 2011, with comparative figures for 2010

(unaudited)

2011 2010

General Limited

Partner Partners

Partners' equity, beginning of year (2,966,541)                        (1,162,274)                        

Net income (loss) for the period (286)            (2,863,342)        (2,863,629)                        (2,225,094)                        

Unit purchase loan receivable -                                      (35)                                     

Contributions 1,798,135         1,798,135                          420,863                            

Distributions -              -                     -                                      

Partners' equity, end of year (286)           (1,065,207)       (4,032,034)                      (2,966,541)                     

See accompanying notes to financial statements. 
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EXHIBIT “9” 

 

 

 

 

 

 

 

 

 



First Leaside Properties Fund

Condensed Interim Financial Statements

(unaudited)

for the twelve months ended December 31, 2011



NOTICE OF NO REVIEW OF INTERIM FINANCIAL STATEMENTS

Pursuant to National Instrument 51-102 Continuous Disclosure Obligations, Part 4, subsection 4.3(3) (a), if an auditor has not
performed a review of the interim financial statements of a reporting issuer, the interim financial statements must be accompanied
by a notice indicating that the financial statements have not been reviewed by an auditor.

The unaudited condensed interim financial statements of First Leaside Properties Fund for the period ended December 31, 2011
have been prepared by and are the responsibility of First Leaside Properties Fund's management.

First Leaside Properties Fund’s independent auditor has not performed a review of these financial statements in accordance with
standards established by the Canadian Institute of Chartered Accountants for a review of interim financial statements by an
entity's auditor.



First Leaside Properties Fund

Condensed Interim Balance Sheets
(Expressed in U.S. dollars)

December 31, 2011 with comparison figures for 2010
(unaudited)

December 31, December 31, January 1, 
2011 2010 2010

Assets

Cash 4$                   538$               3$                      
Due from related parties (note 7) 154,614          21,183            23,405               

154,617          21,721            23,408               

Promissory notes receivable (note 2) 14,384,009     14,355,497     13,285,154        

14,538,625$   14,377,218$   13,308,562$      

Liabilities and Unitholders' Equity

Liabilities:
Accounts payable and accrued liabilities 154,173$        21,713$          23,405$             

154,173          21,713            23,405               

Call premium derivative (note 2) 109,000          158,000          90,000               

Redeemable units (note 3) 10,294,757     10,524,995     9,963,465          

Unitholders' Equity (note 5) 3,980,696       3,672,510       3,231,692          

Subsequent event (note 11)

14,538,626$   14,377,218$   13,308,562$      

See accompanying notes to the condensed interim financial statements. 1 )(                    
(0.75)               0.32                -                     

On behalf of the Trustees:



First Leaside Properties Fund

Condensed Interim Statement of Operations and Comprehensive Income
(Expressed in U.S. dollars)

Three and twelve months ended December 31, 2011 with comparatives as at December 31, 2010
(unaudited)

December 31, December 31, December 31, December 31,
2011 2010 2011 2010

Revenue
Interest and other 647,481$       304,046$        1,308,322$     903,547$           
Recovery of costs and other (note 4) (19,733)          5,283              40,091            50,684               

627,747         309,329          1,348,412       954,231             

Expenses
Interest expense 469,751         226,109          955,310          680,075             
Administration (19,733)          5,283              40,091            50,684               
Change in fair value of call premium derivative (7,000)            28,000            (49,000)           (12,000)              

443,017         259,392          946,400          718,759             

Net Income 184,730         49,937            402,012          235,472             

Comprehensive Income
Foreign Currency Translation (212,757)        117,470          (93,827)           72,831               

Comprehensive Income ($28,026) $167,407 $308,186 $308,303

Net Income per Unit $0.05 $0.01 $0.10 $0.07

Weighted average number of units outstanding 4,048,145      3,538,719       3,916,288       3,525,157          

See accompanying notes to the condensed interim financial statements.

Three Months Ended Twelve Months Ended



First Leaside Properties Fund

Condensed Interim Statement of Unitholders' Equity
(Expressed in U.S. dollars)

Three and twelve months ended December 31, 2011 with comparatives as at December 31, 2010
(unaudited)

2011 2010
Accumulated

other
Class C comprehensive

Units Amount  income (loss)

3,755,701    3,233,996$    438,514$        3,672,510$     3,231,692$        

Net income -              402,012         -                  402,012          243,030             

Issuances -              -                 -                  -                  -                     

Distributions reinvested 322,095       357,253         -                  357,253          311,118             

Unit redemptions -              -                 -                  -                  -                     

Distributions -              (357,253)        -                  (357,253)         (311,118)            

Foreign currency translation -              -                 (93,827)           (93,827)           197,788             

4,077,796    3,636,008$    344,688$        3,980,696$     3,672,510$        

See accompanying notes to the condensed interim financial statements.

Unitholders' equity, beginning of the 
year

Unitholders' equity, end of period



First Leaside Properties Fund

Condensed Interim Statement of Cash Flows
(Expressed in U.S. dollars)

Three and twelve months ended December 31, 2011 with comparatives as at December 31, 2010
(unaudited)

December 31, December 30, December 31, December 30,
2011 2010 2011 2010

Cash provided by (used in):

Operating activities:
Net income 184,730$       49,937$         402,012$       235,472$       
Items not involving cash:

(7,000)            28,000           (49,000)          (12,000)          
Non-cash interest income (179,709)        (78,347)          (357,253)        (228,979)        

2,407             1,043             4,677             3,026             

(142,097)        (5,789)            (133,413)        11,403           

141,672         4,999             132,460         (8,404)            
3                    (157)               (516)               517                

Financing activities:
Issuance of Class C units -                 -                 -                 -                 
Redemption of Class C units -                 -                 -                 -                 
Issuance of redeemable units -                 -                 -                 -                 
Redemption of redeemable units -                 -                 -                 -                 

-                 -                 -                 -                 

Investing activities:
Investment in promissory notes receivable -                 -                 
Repayment of promissory notes receivable -                 -                 

-                 -                 -                 -                 

Effect of exchange rate changes on cash -                 -                 

Increase (decrease) in cash 3                    (157)               (516)               517                

Cash, beginning of period -                 677                520                3                    

Cash, end of period 3$                  520$              4$                  520$              

Supplemental disclosure of non-cash
financing and investing activities:

Distributions reinvested 179,709         78,347           357,253         228,979         

See accompanying notes to the condensed interim financial statements.

Change in other non-cash operating working 
capital

Change in fair value of call premium 
derivative

Transactions with entities within the First 
Leaside Group of Companies

Three Months Ended Twelve Months Ended

Non-cash interest on promissory notes 
receivable



First Leaside Properties Fund

Condensed Interim Statement of Cash Flows
(Expressed in U.S. dollars)

Three and twelve months ended December 31, 2011 with comparatives as at December 31, 2010
(unaudited)

December 31, December 30, December 31, December 30,
2011 2010 2011 2010

Cash provided by (used in):

Operating activities:
Net income 184,730$       49,937$         402,012$       235,472$       
Items not involving cash:

(7,000)            28,000           (49,000)          (12,000)          
Non-cash interest income (179,709)        (78,347)          (357,253)        (228,979)        

2,407             1,043             4,677             3,026             

(142,097)        (5,789)            (133,413)        11,403           

141,672         4,999             132,460         (8,404)            
3                    (157)               (516)               517                

Financing activities:
Issuance of Class C units -                 -                 -                 -                 
Redemption of Class C units -                 -                 -                 -                 
Issuance of redeemable units -                 -                 -                 -                 
Redemption of redeemable units -                 -                 -                 -                 

-                 -                 -                 -                 

Investing activities:
Investment in promissory notes receivable -                 -                 
Repayment of promissory notes receivable -                 -                 

-                 -                 -                 -                 

Effect of exchange rate changes on cash -                 -                 

Increase (decrease) in cash 3                    (157)               (516)               517                

Cash, beginning of period -                 677                520                3                    

Cash, end of period 3$                  520$              4$                  520$              

Supplemental disclosure of non-cash
financing and investing activities:

Distributions reinvested 179,709         78,347           357,253         228,979         

See accompanying notes to the condensed interim financial statements.

Change in other non-cash operating working 
capital

Change in fair value of call premium 
derivative

Transactions with entities within the First 
Leaside Group of Companies

Three Months Ended Twelve Months Ended

Non-cash interest on promissory notes 
receivable



First Leaside Properties Fund 
 
Notes to the Financial Statements 
(Expressed in U.S. dollars) 
 
Years ended December 31, 2011 and 2010 
 
 

 

First Leaside Properties Fund (the "Fund") is an open-ended mutual fund trust that has been established by way of 
a Declaration of Trust  (the “Declaration of Trust”) made as of July 3, 2007, amended and restated as of September 
30, 2008, under the laws of the Province of Ontario, terminating on July 31, 2037.  The Fund's investment objectives 
are to invest its funds in securities and investments of persons engaged in the ownership of primarily income-
producing multiple-unit residential real property located in Canada and the United States. 

1. Significant accounting policies: 

 (a) Basis of presentation: 

These financial statements are presented in U.S. dollars and are prepared in accordance with accounting 
principles generally accepted in Canada.   

(b) Investment Income: 

Investment income, which consists of interest income, is recorded on the accrual basis. 

(c) Foreign currency: 

The Fund's functional currency is Canadian dollars but reporting currency is U.S. dollars. The translation 
of the items on the statement of operations and comprehensive income (loss) and cash flows into U.S. 
dollars is done using the exchange rates in effect at the date of the transaction and assets and liabilities 
are translated using the exchange rate at the end of the period.  The exchange differences from the 
foregoing translation procedures are reported in a separate component of other comprehensive income 
(loss). 

(d) Income taxes: 

The Fund currently qualifies as a Mutual Fund Trust for Canadian income tax purposes. Income earned 
by the Fund and distributed annually to unitholders is not subject to taxation in the Fund, but is taxed at 
the individual unitholder level. For financial statement reporting purposes, the tax deductibility of the Fund 
distributions is treated as an exemption from taxation as the Fund distributes and is committed to 
continue distributing all of its taxable income to its unitholders.  

On June 22, 2007, new legislation relating to the federal income taxation of a specified investment flow-
through trust or partnership (“SIFT”) received royal assent (the “SIFT Rules”). 

Under the SIFT Rules, certain distributions from a SIFT will no longer be deductible in computing a SIFT’s 
taxable income and a SIFT will be subject to tax on such distributions at a rate that is substantially 
equivalent to the general tax rate applicable to a Canadian corporation.  Distributions paid by a SIFT as 
returns of capital will not be subject to the tax. 



First Leaside Properties Fund 
 
Notes to the Financial Statements (continued) 
(Expressed in U.S. dollars) 
 
Years ended December 31, 2011 and 2010 
 
 
1. Significant accounting policies (continued): 

The Fund is not subject to the SIFT tax regime as its units are not listed on a stock exchange or other 
public market.   

Accordingly, the Fund does not record a provision for income taxes, or future income tax assets or 
liabilities, in respect of the Fund. 

 (e) Revenue recognition 

Interest income on promissory notes receivable and recovery of costs under the cost/payment 
reimbursement agreement with F.L. Master Sherman, Ltd (note 4) is recognized on an accrual basis in 
the period earned. 

(f) Use of estimates: 

The preparation of financial statements 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 
periods.  Actual results could differ from those estimates. 

(g) Future accounting change: 
 

The Canadian Accounting Standards Board (“AcSB”) has confirmed its plan to adopt all 
International Financial Reporting Standards (“IFRS”), as published by the International Accounting 
Standards Board, on or after January 1, 2011.  The Fund will be required to prepare IFRS financial 
statements for interim and annual financial statements for fiscal years beginning on or after 
January 1, 2011.  The transition date of January 1, 2011 will require restatement for comparative 
purposes of amounts reported by the Partnership for the year ended December 31, 2010.   
 
The Fund is currently in the process of evaluating the potential impact of IFRS to its financial 
statements.  This will be an on-going process as new standards and recommendations are issued 
by the International Accounting and Standards Board and the AcSB. 

(h) Net income per unit: 
 

Net income per unit is computed by dividing net income by the weighted average units outstanding during 
the period. 
 
 
 
 



First Leaside Properties Fund 
 
Notes to the Financial Statements (continued) 
(Expressed in U.S. dollars) 
 
Years ended December 31, 2011 and 2010 
 
 

 
2. Promissory notes receivable: 

F.L. Master Sherman, Ltd. ("Master Sherman") borrowed funds from the Fund during the 2007 and 2008 
periods.  During 2007, the terms of the promissory notes receivable were not formally documented at the 
time, but the parties agreed that the loan would consist of three classes of notes, namely, Class A notes, 
Class B notes and Class C notes, each issuable in series. These notes are unsecured and non-recourse to 
the limited partners of Master Sherman.   

The Class A notes are denominated in U.S. dollars and bear interest at 9% per annum.  As at December 31, 
2011, there were $50,736 (2010 - $50,736) of notes outstanding. 

The Class B notes are denominated in Canadian dollars and bear interest at 9% per annum.  As at December 
31, 2011, there were $10,244,021, (Cdn. $10,418,002) (2010 - $10,474,259; Cdn. $10,418,002) of notes 
outstanding.  

The Class C notes are denominated in Canadian dollars and bear interest at 9% per annum, and such 
interest is re-invested in Class C units on a monthly basis. As at December 31, 2011, there were $3,692,982 
(Cdn. $3,755,702) (2010 - $3,775,983; Cdn $3,755,702) of notes outstanding. 

The promissory notes are due ten years from issuance, which is on or before June 1, 2019.  For all classes of 
notes, Master Sherman is able to redeem the notes subject to a call premium and to extend the term for a 
further 10 years.  The promissory notes receivable are redeemable in whole or in part, at Master Sherman's 
option, and any time prior to the tenth anniversary of the original issuance of the promissory notes receivable, 
subject to a certain prepayment call premium.  The prepayment option represents an embedded derivative 
that is to be accounted for separately at fair value.  The fair value of the embedded derivative liability is 
$109,000 (2010 - $158,000). As a result of bifurcating the prepayment option from the promissory notes 
receivable on issuance of the notes, a basis adjustment of $49,842 (2010 - $54,519), net of accumulated 
amortization of $11,675  (2010 - $8,481), is included in the cost of the promissory notes receivable.  This 
basis adjustment is amortized over the term of the receivable using the effective interest rate method and 
reported as a reduction to interest income. 

3. Redeemable units: 

Class A units of the Fund are issuable in series and are denominated in U.S. dollars.  Class A unitholders are 
entitled to one vote per Class A unit owned at all meetings of unitholders.  All distributions made by the Fund 
to holders of Class A units shall be made in U.S. dollars including any payments relating to the participation 
rights (note 6).  Each Class A unit will have a corresponding Series A promissory note denominated in U.S. 
dollars issued by Master Sherman to the Fund.  The promissory note will be issued the same date the Class A 
units are issued.  



First Leaside Properties Fund 
 
Notes to the Financial Statements (continued) 
(Expressed in U.S. dollars) 
 
Years ended December 31, 2011 and 2010 
 
 
3. Redeemable units (continued): 

Class B units of the Fund are issuable in series and are denominated in Canadian dollars.  Class B 
unitholders are entitled to one vote per Class B unit owned at all meetings of unitholders.  All distributions 
made by the Fund to holders of Class B units shall be made in Canadian dollars other than payments relating 
to the participation rights (which shall be made in U.S. dollars - note 6).  Each Class B unit will have a 
corresponding Series B promissory note denominated in Canadian dollars issued by Master Sherman to the 
Fund.  The promissory note will be issued the same date the Class B units are issued. 

The Class A and Class B units of the Fund have identical rights relating to redemption, distributions and upon 
termination of the Fund as Class C units described in note 5. 

Since the completion of the initial public offering in 2009, the Fund has not issued additional Class A or Class 
B units.  

  Class A Class B Total 
   Units Amount Units Amount Units Amount 
As at December 31, 2008  2,000 $ 2,000 2,958,877 $    2,429,238 2,960,877 $  2,431,238 
 Units issued 37,813 37,813 2,919,517 2,355,969 2,957,330 2,393,782 
 Unit redemptions – – – – – – 
 Foreign exchange – – – (124,816) – (124,816) 
As at March 31, 2009  39,813 $ 39,813  5,878,394 $     4,660,391 5,918,207 $  4,700,204 
 Units issued 10,923 10,923   4,609,317 4,036,265 4,620,240  4,047,188 
 Unit redemptions – – (69,709)  (65,375) (69,709)            (65,375) 
 Foreign exchange             – – – 326,117 –   326,117 
As at June 30, 2009  50,736 $ 50,736  10,418,002 $     8,957,398 10,468,738 $  9,008,134 
 Units issued – – – – –  – 
 Unit redemptions – – – – – –               
 Foreign exchange             – – – 773,016 – 773,016   
As at September 30, 2009  50,736 $ 50,736  10,418,002 $     9,730,414 10,468,738 $  9,781,150 
 Units issued – – – – –  – 
 Unit redemptions – – – – – –               
 Foreign exchange             – – – 182,315 – 182,315   
As at December 31, 2009  50,736 $ 50,736  10,418,002 $ 9,912,729     10,468,738 $  9,963,465 
 Units issued – – – – –  – 
 Unit redemptions – – – – – –               
 Foreign exchange                   –    –         –          342,752            –            342,752 
As at March 31, 2010  50,736 $ 50,736  10,418,002 $ 10,255,481 10,468,738 $10,306,217 
 Units issued – – – – –  – 
 Unit redemptions – – – – – –               
 Foreign exchange                   –    –         –        (469,852)                   –          (469,852) 
As at June 30, 2010              50,736              $ 50,736    10,418,002       $    9,785,629      10,468,738      $ 9,836,365 
 Units issued – – – – –  – 
 Unit redemptions – – – – – –               
 Foreign exchange                   –    –         –          338,585                   –            338,585 
As at September 30, 2010           50,736              $ 50,736    10,418,002       $ 10,124,214       10,468,738      $10,174,950 
 Units issued – – – – –  – 
 Unit redemptions – – – – – –               
 Foreign exchange                   –    –         –           350.045                  –            350.045      
As at December 31, 2010           50,736              $ 50,736    10,418,002       $   10,474,259      10,468,738      $ 10,524,995 

 
 
 
 
 



First Leaside Properties Fund 
 
Notes to the Financial Statements (continued) 
(Expressed in U.S. dollars) 
 
Years ended December 31, 2011 and 2010 
 
 
4. Management agreement and cost/payment reimbursement agreement: 

The Fund entered into a management agreement with First Leaside Management Inc. on September 30, 
2008, with effect from July 3, 2007, whereby First Leaside Management Inc. will provide certain management, 
administrative and support services on behalf of the Fund.  In accordance with the new agreement, there will 
be no fee charged for performing the management services.  The term of the agreement, which can be 
terminated by either party at any time, is 10 years with an automatic renewal of an additional 10 years. 

The Fund also entered into a Fee Payment Agreement with FL Master Sherman, Ltd. ("Master Sherman") on 
September 30, 2008, where Master Sherman has agreed to pay all of the fees and expenses of the Fund.  As 
of January 1, 2009, the fees and expenses cannot exceed $250,000 on an annual basis without the prior 
written consent of the Fund.  This new agreement terminates on July 3, 2037. 

The Fund has recorded a recovery charge in the statements of operations and comprehensive income of 
$65,091 the year ended December 31, 2011 (2010 - $58,401). 

5. Unitholders' equity: 

Pursuant to the Declaration of Trust dated July 3, 2007, the number of Class C units that are authorized and 
may be issued is unlimited.   

Class C units of the Fund are issuable in series and are denominated in Canadian dollars. Class C 
unitholders are entitled to one vote per Class C unit owned at all meetings of unitholders.  All distributions 
made by the Fund to holders of Class C units shall be made in Canadian dollars other than payments relating 
to the participation rights (which shall be made in U.S. dollars - see note 6).  The cash distributions shall not 
be paid to the holders of Class C units; any amounts payable to holders of Class C units shall be paid by 
issuing additional Class C units. 

Each Class C unit will have a corresponding series C promissory note denominated in Canadian dollars 
attached to it issued by Master Sherman to the Fund.  The promissory note will be issued the same date the 
Class C units are issued.  If the initial term of the Master Sherman promissory note is extended beyond 10 
years, the distributions payable during the extension period to the Class C unitholders will not be reinvested, 
but will be paid in Canadian dollars.  

Redemption rights by Fund unitholders: 

Each Fund unitholder shall be entitled to require the Fund to redeem on a monthly basis at the demand of the 
Fund unitholder all or any part of the Fund units registered in the name of the Fund unitholder at the fair 
market value of the unit as determined by the Trustees. The Trustees shall be entitled in their discretion to 
determine and designate whether any payments made in respect of any redemption are on account of income 
or capital, and whether any such redemption shall be effected by an in-specie redemption or by a cash 
redemption.  A cash redemption shall not be applicable to Fund units tendered for redemption by a Fund  
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5. Unitholders' equity (continued): 

unitholder, if the total amount payable by the Fund in the same calendar month exceeds $50,000 unless 
waived by the Trustees of the Fund. 

Distributions: 

The computation of distributable cash flow is defined in the Declaration of Trust.  Distributions for a class of 
unit will include such things as all cash amounts received from the Master Sherman promissory notes that 
correspond to the series of a Class of units and all other income, distributions, interest, dividends, proceeds 
from the disposition of securities, returns of capital and repayments of indebtedness.  The distributions will be 
reduced for all costs and expenses attributable to the series of a Class of units and any series of a Class of 
units' proportionate share of the common expenses of the Fund. 

In the event that the Trustees determine that the Fund does not have available cash in an amount sufficient to 
make payment of the full amount of any distribution that has been declared to be payable to Fund unitholders, 
the Fund may issue, on a pro rata basis, additional units, or fractions of units, if necessary, having a value 
equal to the difference between the amount of such distribution and the amount of cash that has been 
determined by the Trustees to be available for the payment of such distribution, subject to all necessary 
regulatory approvals. 

Termination of Fund: 

Upon the termination of the Fund, the proceeds of the net assets of the Fund after paying for all known 
liabilities and obligations will be distributed to the unitholders in accordance with their pro rata interests.   

 
6. Participation rights: 

Effective September 30, 2008, the Fund has received participation rights from FLP, the limited partner of 
Master Sherman, concurrent with the promissory notes issued by Master Sherman to the Fund.  The cost of 
the participation rights is 1/10 of U.S. $0.01 for each U.S. $1.00 principal amount of promissory note issued by 
Master Sherman.  As at December 31, 2010, the fair value of these participation rights is nil. 

Each participation right entitles the Fund, upon exercise, to a cash payment equal to the fair market value of 
one FLP unit as determined by FLP or the closing price of the FLP unit if FLP is a reporting issuer and the 
FLP units are traded on an exchange, as at the time that the participation right in question is exercised less 
the base FLP unit cost equal to 120% of the fair market value of one FLP unit at the time that the participation 
right in question is granted.  Each series of participation rights shall vest on the tenth anniversary of the date 
of the grant of such participation rights, being September 30, 2008, and shall expire 30 days after the vesting 
date.  If the term of the promissory notes that corresponds to a series of participation rights is extended for a 
further 10 years, then the vesting date of the corresponding participation rights is extended for a further 10 
years.  The participation rights are retractable, subject to a call premium, by FLP at any prior to the vesting  



First Leaside Properties Fund 
 
Notes to the Financial Statements (continued) 
(Expressed in U.S. dollars) 
 
Years ended December 31, 2011 and 2010 
 
 

 
6. Participation rights (continued): 

date.  If the Fund's unitholders redeem some or all of the Fund's units, the participation rights that correspond 
to the promissory notes attached to the Fund units will expire and terminate. 

7. Transactions with First Leaside Group of Companies: 

The First Leaside Group of Companies are multi-disciplinary investment management and advisory firms, 
which include entities such as First Leaside Management Inc., which is the manager of the Fund. Except as 
disclosed elsewhere, amounts due from/to entities within the First Leaside group of companies are due on 
demand, are unsecured and non-interest bearing as follows: 

 
 2010 2009 
 
Due from: 

FL Master Sherman, Ltd. $ 21,183 $ 23,368 
F.L. Securities Inc. -   37 

 $ 21,183 $ 23,405 
 

8. Risk management and financial instruments: 

(a) 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.   

The risk of future cash flows fluctuating is managed by having fixed rates on the promissory notes 
receivable. 

(b) Credit and collection risk: 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the Fund by 
failing to discharge its obligation.  The nature and maximum exposure to credit risk as at December 31, 
2010 is: 

 
  Carrying amount 
 
Cash   $ 538 
Promissory notes receivable    14,355,497 
Due from related party    21,183 

    $ 14,377,218 
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8. Risk management and financial instruments (continued): 
 

The Fund is exposed to credit risk on its promissory notes receivable in the event the borrower is unable 
to make the contracted payments.  Such risk is mitigated through careful evaluation of the value of the 
underlying assets held by the borrower. 

 (c) Liquidity risk: 

Liquidity risk is the risk that the Fund will encounter difficulty in meeting its contractual obligations 
associated with financial liabilities.  The Fund manages its liquidity risk through the use of budgets and 
forecasts.  Cash requirements are monitored regularly based on actual financial results and actual cash 
flows to ensure that there are sufficient resources to meet operational requirements.   

(d) Fair values of financial instruments: 

The fair market values of cash, amounts receivable, accounts payable and accrued liabilities and 
amounts payable approximate their fair values due to the immediate or short-term maturities of these 
financial instruments.  

The fair values of promissory notes receivable and redeemable units could not be reasonably calculated 
as no comparable commercial terms are obtainable. 
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9. Capital management: 

The Fund's capital management objective is to maximize unitholder returns while ensuring that the Fund is 
capitalized in a manner which appropriately supports working capital needs and business expansion.  The 
Fund's capital management practices are focused on preserving the quality of its financial position by 
maintaining a strong capital base.  Capital of the Fund consists of long-term debt and unitholders' equity. 

The Fund's capital is primarily utilized in its ongoing business operations to support working capital 
requirements, long-term investments made by the Fund, business expansion and other strategic objectives.  

Capital structure: 

The Fund defines its capital structure to include unitholders’ equity and redeemable units, net of cash. 

 
 2010 2009 
 

Cash $ (538) $ (3) 
Redeemable units 10,524,995 9,963,465  
Unitholders' equity 3,672,510 3,231,692 

 $ 14,196,967 $  13,195,154 
 

There are no external or internal restrictions on the Fund's capital. 

10. Economic dependence: 

The promissory notes receivable and virtually all of the interest income are from Master Sherman.  The loss of 
interest income or the inability of Master Sherman to repay the promissory notes receivable could have a 
material adverse effect on the Fund's results of operations and financial position. 
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Wimberly Fund

First Leaside Fund

F.L. Master Texas F.L. Master Sherman

FLWM FINANCE MORTGAGE FUND OTHER

Intercompany 
loan $2.61M

Net 
intercompany 
loan $4.92M

Net 
intercompany 
loan $9.18M

Net 
intercompany 
loan $5.2M

$10.3M
(cash advanced)

$43.62M
(cash advanced)

$14.39M  
(cash 

advanced)

Note:  
Intercompany 
balances include 
cash advances and 
accrued interest & 
expenses

First Leaside Properties Fund

Promissory Note 
Face Value to 

Wimberly Fund
($10.3M) and First 

Leaside Fund 
($43.62M)

WALP
Summary Intercompany/Fund 
Balances & Flow of Transactions
As at December 31, 2011
(USD, Unaudited)

Promissory Note
Face Value to First 
Leaside Properties 

Fund
($14.39M)

WALP Unit 
Holders

Total Intercompany Receivable 
$21.91M

Fund Unit 
Holders

Open to investment 
in 2010

Open to investment 
in 2005

Open to investment 
in 2007

Legend

Cash advances

Promissory Notes

Distributions

Intercompany loans from FL Entities
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