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interim Condensed Consolidated Financial Statements
(Unaudited - Prepared by Management)

June 30, 2011

The interim condensed consolidated financiatl staterments for the six months ended June 30, 2011 and June 30, 2018 have not been reviewed
by the Company's external auditors.
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Homburg invest Inc.
Consolidated Balance Sheets
(Unaudited - Prepared by Management)

June 30 December 31
{CAD § thousands except per share amounts) Note 2011 2010
Assets
Non-current assets
Investment properties $ 1,487,245 81,401,727
Investment properties under development 202,627 217,363
Investrnents, at fair market value 4 9,324 8,864
Investment in an associate, at equity 5 151,650 191,702
Restricted cash 17,8638 4,088
Deferred tax assets 8 7.010 8,316
1,875.724 1,832,060
Current assets
Cash and cash equivalents 10,149 13.617
Properties under development for resale 32,722 36,932
Receivables and other 3 33,999 36,025
76,870 86,574
Assets classified as held for sale 9 135.996 144,247
212,866 _230.821
Total assets $.2,088,590 $.2,062,881
Equity and Liabilities
Total equity 10 $ 57188 $__101.676
Non-current liabilities
Long term debt 7 1,330,702 1,433,340
Derivative financial instruments 13 19,387 21,847
Deferred tax liabilities 8 41,290 40,055
QOther liabilities 6 10,960 10,340
Provisions 10,388 10.287
1,412,727 1,515,869
Current liabilities
Accounts payable and other liabilities 6 103,715 102,783
Income taxes payable 8 9,674 8,243
Construction financing 32,837 40,231
Current portion of long term debt 7 372,887 185,168
Provisions 12,956 16,922
532,069 353,347
Liabilities associated with assets classified as .
held for sale g 86,606 91,989
618.675 445 336
Total liahilities 2,031,402 1.961.205
Total equity and liabilities $.2,038,590 $.2,062 881
Commitments 15
Coniingent Habliities 16
Subsequent events 18

Approved by the Board, August 15, 2011

"Signed"
Michael Arnold
Director

"Signed"
Edward P. Qvsenny
Director

The accornpanying notes are an integraf part of these condensed consolidated financial statements,



Homburg Invest inc.

Consolidated Statements of Income and Loss
Six Months Ended June 30

{(Unaudited - Prepared by Management)

Three Mos. Three Mos. Six Mos. Six Mos.
Ended Ended Ended Ended
June 30 June 30 June 30 June 30
{CAD $ thousands except per share amounts) Note 2011 2010 2011 2010
Property revenue 17 § 31,888 $ 31,217 $ 64,166 % 66,756
Sale of properties developed for resale 3.230 5175 4,969 10.633
Totai revenues 35.118 36.392 69,135 77.38%
Property operating expenses 17 6,723 4613 13,189 9,856
Cost of sale of properties developed for resale 3,241 7.872 4511 13.111
9,964 12,485 17,700 22 967
Gross income from operations 25,154 23,867 51,435 54,422
General and administrative (4,377) {4,430) (8.361) (7,896)
Stock based compensation ’ (10) (25} {20) (50)
Other income, net 81 {(110) 207 4,413
Dividend income 3 (328) 14 167
Share of income of an assoclate 5 2,935 1,632 {6,685) 1,632
Gain on sale of investments {196) 4,307
Net adjustment to fair value of:
Investment properties (12,808} {933) 2,757
investment properties under development (14,160} {1,118) {13,175) (1.118)
Held for trading financial assets 4,13 (114) 3067 {1 662
Derivative financial instruments 13 (2,242) (1,788} 3,396 (6,744}
Interest expense 6,7 (25,225) (25,334} {49,871} {55,090}
Foreign exchange gain {loss) (7,814) 68,519 (17,870) 19,707
Change in provision {1,647) (2.388) (1,647} (2.388)
income from continuing operations before
income taxes {40,224} {4.285) {39,921} 11,864
Income tax expense 8 1,422 5,266 5.015 5155
Net income (loss) from continuing operations (41,646} {9,551) (44,936} 6,709
Net income {loss) from discontinued operations
after tax 9 502 (103,101) 317 (101,576)
Net loss $__(41.144) $_{112.652) $_ (44619) §__{94.867)
Earnings (iéss) per share 11
Per Class A Subordinate Voling Share and Class B Multiple Voting Share:
Basic and Diluted
Net earnings (loss) from continuing operations 5_(210) $_{0.51) § (2.32) $_025
Net earnings (Joss) from discontinued operations $§__0.02 $_(5.09) $_0.02 $_{(5.04)
Net loss per share $_{2.08) $_(5.80) $_{2.30) $_{479)

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



Homburg Invest inc.

Consolidated Statements of Comprehensive Income and Loss

Six Months Ended June 30
{Unaudited - Prepared by Management)

Three Mos. Three Mos. Six Mos. Six Mos.
Ended Ended Ended Ended
June 30 June 30 June 30 June 30
(CAD $ thousands except per share amounts) Note 2011 2010 2011 2010
Net loss $_ {41.144) $_ (112,652} $_ (44.619) $__(94.867)
Other comprehensive income (loss)
Unrealized foreign currency translation gain (foss) 9,076 {14,437) 21,109 (43,817}
Deferred income tax (expense) recovery 8,10 {2,154} (6.235) {1.320) 8.217
8,922 {20872) 19.788 (35.400)
Foreign currency gain {(loss) on financial instruments
designated as hedges of seif sustaining foreign
operations (8.099) 21.442 {18,684) 52,540
Other comprehensive income (loss) 10 (1,177} 770 1,105 i7.140
Comprehensive lossg $_ (42.321) $_(111.882) $_ (43,514} $__(77.727)

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



Homburg Invest Inc.

Consolidated Statements of Changes in Equity
Six Months Ended June 30

{Unaudited - Prepared by Management)

{CAD $ thousands except per share arnounis)

[
=
o
12
£
- A
g E: 5 3
s i 23
O 5 c ¢
|4 ™ @ T ®
= P - o =
- & 8 B2
e o a 29
., Iy = g o B —
2 ] € o E = B
=3 = =3 o o H =]
(o 7 Q < O £ b=
December 31, 2009 34,435 691,785 12,756 19,224 {558,129) 200,071
Equity contribution (net of tax) (Note 14g) - 4932 4,932
Comprehensive loss {18,034) (88,054)  (106,088)
Shares issued re: DIM 2010 {11.489) 11,489
Homburg Capitat Secusities A (Note 10d} 6,225 {3,133} 3092
Acquisition & canceifation of own shares {2,240} 1,821 {419}
Stock based compensation a8 88
December 31, 2010 29,171 701,034 19,597 1,190 (649,316} 101,676
Comprehensive income (loss) 1,105 (44,519} (43,514)
Acquisition & cancellation of own shares (Note
10b and ¢} (631) 531 (100)
Momburg Capital Securities A (Note 10d} 804 (1,698) (894)
Stock based compensation 20 20
June 30, 2011 $_ 29975 $_700403 $ 20148 $__ 2,295 $_{695.633 §__ 57,188

The accompanying notes are an integral part of these condensed consclidated financial statements.
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Homburg Invest Inc.

Consolidated Statements of Cash Flows
Six Months Ended June 30

(Unaudited - Prepared by Management)

Three Mos. Three Mos. Six Mos. Six Mos.
Ended Ended Ended Ended
June 30 June 30 June 30 June 30
{CAD $ thousands except per share amaunts) Note 2011 2010 2011 2010
Cash obtained from (used in)
Operating activities
Net income (foss) from continuing operations $ (41,646) $ (9,551} $ (44,936) $ 6,709
ltems not affecting cash:
Realized valuation changes 196 4,307)
Fair market valtie changes on:
investrrent properties 12,808 2,051 (2,757) 1,118
development properties 14,160 13,175
Change in provisions 1,647 2,388 1,647 2,388
Loss {gain) on derivative instrumenis 2,242 1,788 {3,396) 6,744
Distribution income from associate 2,805 6,007
Amortization of financing fees 1,176 938. 2,518 2,120
Income {loss) from associate {2,935} 6,685
Deferred rentai {income) loss {13} 2,040 124
Deferred income taxes (57} 4,000 1,966 3,404
Stock based compensation 10 25 20 50
Fair value change in financial assets 114 (307) 1 (662)
Foreign exchange (gain) loss 7.814 (8.519) 17,970 {19.707)
(1,875) (2.951) (976) (2,143)
Change in non-cash working capital and other 12 (2,952) 4.310 57 (69.181)
Net cash (used in) from continuing operations (4,827) 1,359 (919) {61,324)
Net cash from discontinued operations 9 669 2.379 295 9,396
Net cash {used in) from operating activities {4,158) 3.738 (624) {51,828}
Investing activities
Investment in investment properties (550) (29,895) {781) (3,896}
Proceeds on sale of investment properties 114,511 114,511
(Increase) decrease in restricted cash {13,443} 6,265 {13,780) 6,317
Proceeds on sale of development 38,703 39,703
Proceeds on sale of investments 10,824 27,360 10,824
Investment in development properties {13,099} {8,333) {29,522) (14,983}
Discontinued operations 9 29 {124}
Net cash used in investing activities 12.648 93,372 22,856 112,763
Financing activities
Increase (decrease) in demand loans 188 {61,929) {1,383) (63,936)
Increase (decrease) in mortgages payable (7,375) {10,107) (14,091) 25,354
Repayment of bonds {18,787) (27,629)
Increase in related party receivable {1,039} (11,220) 622 (8,396)
Increase {decrease) in deferred financing charges {133} 2,920 (203) 1,503
Repurchase of common shares and issue costs (100}
Increase (decrease) in construction financing (6,910) 5,501 (7,394} 4,764
Homburg Capital Securities A proceeds 10d 13 4,118
Discontinued operations 9 {331) {10.831) (3.151) {10.831)
Net cash (used in) from financing activities {15.600) {104.440) {25.700) {75053)
Increase {decrease) in cash (7,118) {7,330} {3,468) (14,218}
Cash, beginning of period 17,267 25.681 13,617 32,569
Cash, end of period $_ 10,149 $__ 18351 $ 101449 $__ 18,351

Supplemental cash flow information 12

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



Homburg invest Inc.

Notes to Condensed Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited - Prepared by Management)

{CAD $ thousands except per share amounts}

1. Basis of financial statement presentation

Homburg lnvest Inc. (the “Company”) is a Canadian resident corporation which trades on the Toronte Stock Exchange ("TSX'} as well as (he
NYSE Euronext Amsterdam ("AEX"). To comply with TSX and AEX reporting requirements, these consolidated financial statements have been
prepared in accordance with Infernationat Financial Reporting Standards {"IFRS") as issued by the internationai Accounting Standards Board
on a historical cost basis, except for investment properfies, development properties, derivative financial instruments and certain long term
investments which are measured at fair value as more fully described in Note 4. The Company applied for and obtained approval of the
Ontario Securities Commission to file IFRS financial statements to meet its Canadian reporting obligations effective June 30, 2010.

The Company's reporling currency is Canadian daltars ("CAD") and all values are rounded to the nearest thousand except where otherwise
indicated.

The Company has been negatively impacted by continuing global economic conditions which have resulled in a decrease in real estate
transactions and declining real estate vaiues. The Company incurred net losses of $88,054 and $449,262 for the years ended December 31,
2010 and 2008, respectively, and is highly levered with a debt 1o equity ratio of 30.76:1 at June 30, 2011 and an interest coverage ratio of
below 0.85:1 for the period ended June 30, 2011 .

The Company's liquidity risks are more fully described in Note 13. Through June 2012, the Company faces maturities of its mortgage bonds
totalling €102,480 (5135,846), in addition to regularly scheduled principal payments and maturities related fo other mertgage debts.

The Company will seek to extend ihe maturily or otherwise refinance amounts due on its mortgage bonds through the issue of new mortgage
bonds. However, there is no certainty that these efforts will be successful. The Company is currently in breach of two covenants for which the
lenders have the right to call the debt. The lenders have not taken actien to call the debt. See Nete 7 for additional details.

The Company could meet refinancing shortfails through the sale of development assets, income producing properties, or additional units of
Homburg Canada REIT (*HCREIT"). In 2010 the Company successfully completed ihe initial public offering (*IPO") of HCREIT, which now
holds the Company's Canadian income preducing real estate assels and related mortgage debt. As of period end, the Company has a 23.1%
interest in HCREIT. Howsver, the Company's liguidity needs may limit its ability to maximize the price to be realized on such asset sales. The
Company expects that it will be able to refinance its other mortgage maturities at similar amounts and terms.

As a result of the Company's limited parinership structure, with respect to certain debls the recourse of the lender is generally limited to the
specific assets held in or below the limited partnerships ('ring fenced structure”). However, the Company's morigage bonds and unsecured
debts have recourse to the consolidated assets of the Company.

The consolidated financial statements of the Company have been prepared on a hasis which contemplates the Campany having sufficient
liquidity to realize its assets and to dischargs its liabilities in the normal course of business for the foreseeabie future and do not give effect o
any adiustments to recorded amounts and their classification should the Company be unable to realize its assets and discharge its fiabilities in
the normal course of business and at the amounts reflected in these consolidated financiat statements.

2. Changes in accounting policies and future appticable accounting standards
The accounting policies adopled are consistent with those of the previous financial year.

Future accounting standards and interpretations

The Company is evaluating the possible impact of a number of standards and interprelations issued by the IASB with an effective date after
the date of these consolidated interim financial statements. The following sets oui anly those items which may have a material impact on the
Company's consolidated financial siatemenis in {uture periods.

IFRS 7 Financial Instruments Disclosure

IFRS 7 was issued by the JASB on October 7, 2010 and contains amendments to the existing IFRS 7. The amendments to IFRS8 enhances
disclosure requirements about iransfers of financial assels. The amendments of IFRS 7 are effective for annual periods beginning on or after
July 1, 2011.

IFRS 9 Financial Instruments

IFRS 9 was issued by the IASS on November 12, 2009 and will replace JAS 39. IFRS O uses a single approach to determine whether a
financial asset is measured at amortized cost or fair value, replacing the multiple classification options in 1AS 38, The approach in [FRS 9 is
based an how an entity manages its financial instfrurments in the context of its business modsl and contractual cash flow characteristics of its
financial assets. The new standard alsc requires that a single impairment method be used replacing the multiple methods in JAS 39. The
standard is effective for annual periods beginning on or after January 1, 2013. The Company is currently evaluating the impact of IFRS 9 on its
consdlidated financial statements.
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Homburg Invest Inc.

Notes to Condensed Consolidated Financial Statements
June 30, 2011 and 2010

{Unaudited - Prepared by Management)

(CAD § thousands except per share amounts)

2. Changes in accounting policies and future applicable accounting standards

IFRS 10 Consolidated Financial Statements

On May 12, 2011 the IASB issued IFRS 10, which will replace 1AS 27 "Consolidated and Separate Financial Statements” and SIC-12
"Consclidation - Special Purpose Entities". The new standard provides a single model for consalidation based on control, which exists when
and investor is exposed or has the right to varisble returns from ifs invoivement with the investee and has the current ability to affect those
returns through Its power over the investee. The standard also provides guidance on how to evaluate power and requires that control is
assessed as facts and circumstances change. IFRS is effective for annual periods beginning on or after January 1, 2013 with early adoption
permitted. The Company is currently evaluating the impact of IFRS 10 on its consclidated financiat staterents.

RS 11 Joint Arrangements

On May 12, 2011, IASB issued IFRS 11. The new standard replaces IAS 31 "Interest in Joint Ventures". The new standard eliminates the
option 1o proportionately consolidate interest in cerain types of joint ventures. This may impact the jointly conirolled entities which the
Company currently proportionatity consolidated under IFRS. The new standard will be effective for the Company's year end beginning January
1, 2013. The Company is currently evaluating the impact of IFRS 11 on its consolidated financial statements.

IFRS 12 Disclosure of Interests in Other Enfities

The 1ABB issued IFRS 12 on May 12, 2011. The standard included disclosure requirements about subsidiaries, joint ventures, and associates,
replacing existing requirements. Additional disclosures include judgments and assumptions made in determining how to classify involvements
with another entity, interest that nen conirolling inferests have in the consolidating entities, and the nature and risks associated with Interests in
other entities. IAS 28 has been amended and will provide the accounting guidance for investments In associates and sets out the requirements
for the application of the equity method whan accounting for investments in associates. This standard is effective for annual periods beginning

on or after January 1, 2013 with early adoption permitted. The Company is currently evaluating the impact of IFRS 12 on s consclidated
financial statements.

{FRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance for fair value measutements, when fair value is permitied or required by IFRS. The standard
also requires enhanced disclosures when fair value is applied. The standard is effective far annual periods beginning on or after January 1,
2013. The Company is currently evaluating the impact of IFRS 13 on its consolidated financial statements.

IAS 12 Daferred Tax: Recovery of Underlying assets

ln December 2010, the IASE made amendments to 1AS 12, Income Taxes {"IAS 12") that are applicable to the measurement of deferred tax
fiabilities and deferred tax assets where investment property is measured using the fair value modst in JAS 40, Investment Property. The
amendments introduce a rebuttable presumption that an investment property is recovered entirely through sale. This presumption is rebutted if
the investment property is held within a business model whose cbjective is to consume substantiaily all of the economic banefits embodied in
the investment property over time, rather than through sate. The amendments to IAS 12 are sffective for annual pericds baginning on or after
January 1, 2012. The Company has not yet determined the impact of the amendments to |1AS 12 on its financial statements.

3. Receivables and other

June 30 December 31
2011 2010
Trade receivables $ 25,479 $ 27,955
Prepaids 1,111 661
Related party receivable {Note 141} 7,409 7409
' $__33999  $___36025

4. Investments, at fair market value
June 30 December 31
2011 2010
Cedar Shopping Centers, Ing, 3 495 k3 564
HEEF B.V. 7,853 7,221
Homburg MediArena B.V. 976 1,079
s 8324 $ 8,864




Homburg Invest Inc.

Notes to Condensed Consolidated Financial Statements
June 30, 2011 and 2010

(Unaudited - Prepared by Management}

{CAD % thousands except per share amounts)

5. Investment in an associate, at equity

June 30 December 31
2011 2010
Homburg Canada Real Estate Investment Trust ("HCREIT") (23.1% interest)
Balance, beginning of the vear $ 191,702 % NEL
Acquisition of investment 212,518
Distributions received {6,007) {8,188}
Deemed disposition {38,812} (12,893}
Share of net income 4,767 65
Balance at June 30, 2011 §__ 151,650 $___ 191,702

e ——

On May 25, 2010, the Company obtained a significant influence investment in HCREIT. On February 23, 2011 the Company announced its
participation in a public offering of Units with HCREIT on a bought deal basis. The Company sold 2,500 units for net proceeds of $27,360
which resulted in a net deemed disposition loss of approximately $11,452. The underwriters exercised their over-aliotment option, resulting in
a total of 8,598 unils being issued and HIl's voling ewnership in the REIT decreasing from 33.7% to 23.1%.

The Company's share of the results of the associate and its aggregated assets and liabilities as at June 30, 2011 and for the year ended
Decembar 31, 2010 under IFRS are as follows:

June 30 December 31

2011 2010

Non-current assets $ 332,581 $ 392524
Current assets 14,590 20,671
$ 3471714 $ 413185

Non-current liabilittes $ 166,195 $ 214,442
Current liabilities 31,939 10,088
s__198134  §__ 224538

Revenus $ 14,633 & 33,182
Net income before bargain purchase gain $ 4,787 3 65
Bargain purchase gain $ $ 69,380

The acquisiion of the investment was recorded at the fair value of the HCREIT units received on May 25, 2010 of $143,139 which was based
on their trading price at that date. In addition, the acquisition amount included $69,380 milfion relating to a bargain purchase gain based on the
Company's share of the fair value of the net identifiable assets of HCREIT.

The fair market vatue of the investment at June 30, 2011 was $150,036 based on published price quotations for HCREIT (TSX: HCR.UN}).

The bargain purchase gain arose primarily as a result of the fair value of the investment properties now held by HCREIT. As a result of the
bargain purchase gain, the current carrying amousnt of the investment in HCREIT exceeds the current trading price of the HCREIT units held.
Should the Company decide to sell all or a portion of the HCREIT units at or near their current trading price, it would recognize a loss. The
Company will assess at each reporting date whether there is any ebjective evidence that its investment is impaired. The Company considers
the impairment indicators in IAS 39 - Financial Instruments. A loss event giving rise fo this evidence is one that occurs afier the investment is
first recognized and impacts the expected future cash flows to be generated from the investment. If a loss event occurs, the Company will
determine the recoverable amount of #ts investment in accordance with 1AS 36 - Impairment. At June 30, 2011, no such loss event has
ccourred. Should a loss event arise in the future, the Company may he required to recognize an impairment loss.

6. Acgounts payable and other liabilities

June 30 December 31
2011 2010
Current amounis

Payables (Note 14h) £ 76,858 $ 71,321
Non-construction demand toans (a) 11,308 12,921
Notes payable 160 147
Prepaid rents and deposits 7,531 7.893
Security deposits 3,152 1.226
Homburg Capitat Securities A (Note 10} 198 1.000
Retated party payable (Note 14f) 4.508 8.275
$ 103,715 $ 102,783

Mon-current amounts
Long term payables (b) $ 10,960 3 10,340

10
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Homburg invest Inc.

Notes to Condensed Consolidated Financial Statements
June 30, 2011 and 2010

{Unaudited - Prepared by Management)

{CAD § thousands except per share amounts)

6. Accounts payable and other liabilities {cont.)

The Company has available credit facilities of $20,000 (December 31, 2010 - $20,000) of which $5,000 {December 31, 2010 - $4,582) is being
utifized at June 30, 2011. Of these facilities, $15,000 (December 31, 2010 - $15,000) is with & company controlied by the former Chairman and

Chief Executive Officer and is undrawn at June 30, 2011.

&) Non-construction demand loans consist of the following:

i) Operating lines of credit provided by a chartered bank totalling $5,000, secured by 1,000,000 units of Homburg Canada REIT.
i} A promissory rote payable plus interest in the amount of EUR €4,489 ($5,308), bearing interest at 6.0% per annum. This amount is

payable to a refaled party, has no specific repayment terms and relates to the Company's investment in HEEF B.V. {Note 14h)

b) The long term payables include EUR €7,800 ($10,890) {December 31, 2010 - EUR €7,800 {$10,340}) representing the purchase price on
the remaining 6.63% of MoTo Objekt Campeon GmbH & Co KG to be acquired in the first quarter of 2012,

7. Long term dabt

June 30 December
2011 2010
Secured debt
Mortgages (a) $ 1,081,678 § 1,034,108
Mortgage bonds (b) 143.994 135 846
1,225,672 1,189,954
Unsecured deht
Corporate non-asset backed bonds (¢) 435,609 410,963
Junior subordinated notes (d) 54,658 53,145
490,267 464,108
1,715,938 1,634,062
Less: Defarred financing charges, net of accumutated .
amortization of $17,817 (December 31, 2010 - $14,881) {12,350} (15 554)
1,703,589 1,618,508
Less: current portion 372,887 185,168
Long term debt $_1.330,702 $ 1433340

a} Mortgages
Long term debt has both fixed and variable interest rates. At period end the contractual weighted average interest rate for variable rate long

term debt was 2.14% and for fixed rate long term debt was 6.07% (December 31, 2010 - variable - 1.81%, fixed - 6.08%). Scheduled principal
instalimenis and principal maturities an long term debs are as follows:

Mortqages Bonds Weighted

Normal and Junior Average Interest

Principal Principal Subordinated Rate of Maturing

Instaliments Maturities Notes Total Debt
Within 1 year $ 23,731 $ 150,504 3 198,652 $ 372887 5.86%
1-2 years 22,693 29,070 70,269 122,032 6.60%
2-3 years 20,028 109,574 224,823 354,425 7.54%
34 years 20,234 12,028 140,517 172,779 5.14%
4-5 years 16,274 57,285 73,559 5.17%
Later 620,257 620,257 3.93%

$ 102,960 $___978.7i8 §__ 634261 $_1.715938

Mortgage principal maturities include loans of $38,609 which were in default of their lending covenants at June 30, 2011 and accordingly have
been classified as falling due during 2611,

Specific investment properties and properties under development for resale with a fair market value of $1,568,376 {December 31, 2010 -
$1,476,886) and an assignment of specific leases have been pledged as collateral for morigages and for morigage bonds payable. Included in

morigages are the following fareign denominated amounts, translated at period end exchange rates:

June 30 December 31

2011 2010

US doltar denominated UsSD 3 5235 $ 6,898
CAD % 5,112 % 7.000

EUROQ denominated EUR € 748919 3 756,783
CAD $ _ 1052306 $ _ 1.003.192




Homburg invest Inc.

Notes to Condensed Consolidated Financial Statements
June 30, 2011 and 2010

{Unaudited - Prepared by Management)

(CAD $ thousands except par share amounts)

7. Long term debt {cont.)
b} Mortgage bonds payable

June 30 December 31 June 30 December 31

Bond Series Maturity [nterest Rate 2011 2010 2011 2010
HMB4 Nov. 30, 2011 7.50% EUR €20,010 EUR €20,010 28,116 26,525
HMBS Dec. 31, 2011 7.50% EUR €20,010 EUR €20,010 28,116 25,525
HMBB June 30, 2012 7.50% EUR €31,230 EUR €31,230 43,381 41,398
HMB7 June 30, 2012 7.25% EUR €31,230 EUR €31,230 43,881 41,398
$ 143994 $ 138846

The mortgage bonds are seven year bends issued in series and secured by a first or second charge over specific assets and a corporate
guarantee.

t) Corporate non-asset hacked bonds

June 30 December 31 June 30 December 31

Bond Series Maturity Interest Rate 2011 2010 2011 2010
HBS May 31, 2013 7.00% EUR €50,010 £UR €50,010 $ 706,269 $ 66,293
+HES October 31, 2013 7.00% EUR €60,000 EUR €80,000 84,306 73,536
HB10 February 15, 2014 7.25% EUR €106,005 EUR €100,005 140,517 132,567
HE11 January 15,2015 7.256% EUR €100,005 EUR €100,005 140,517 132.6567
$ 435609 $___ 4109863

The Corporate non-asset backed bonds are seven year bonds issued in series and have a corporate guarantee pledged as collateral.

dy Junior subordinated notes

The junior subordinated notes consist of EUR €25,000 ($35,128) {Decermnber 31, 2010 - EUR €25,000 {$33,141)) and USD $20,000 ($19,530)
{December 31, 2010 - USD $20,060 ($20,004}) and require interest only payments untit maturity in 2038, The notes canry a fixed interest rate
Uil 2016 and variable ihereafter. The Company has a redemption option effective in 2011 until maturity. The oulstanding balances are
translated at period end exchange rates. The notes have a financial covenant which require the Company to maintain a certain minimum
roling four-guarter interest coverage ratio, and a net worlh covenant rafio, as caleulated using the Company's consclidated financial
statements prepared in accordance with IFRS, The interest coverage ratio and net worth covenant ratio were in defauli as at June 30, 2011,
Accordingly, the notes have bean ciassified under Current Liabilities on the Consolidated interim Balance Sheet.

8. Income taxes

Income tax expense (recovery) differs from the amounts which would be oblained by applying the Canadian basic federal and provincial
income fax rates and ihe rates for various foreign jurisdictions to income befare income taxes, resulting from the following items:

Six Months Six Months
Ended Ended
June 30 June 30
2011 2010
income from continuing operations before income taxes $ {38,921} % 11,864
Combined Canadian federal and provincial statutory income tax rate 30.50 % 32.25%
Income tax expense at the above tax rate 3 (12,176} $ 3,828
Increase (decrease) in income taxes resulting from:
Non-deductible (taxable) portion of capital losses {gains} and market value changes 2,036 (831)
Provincial capital tax 72 204
Unrecogrized taxable temparary difference 1,908
Unrecognized tax losses and foreign tax credits 13,869 476
Effect of rate change on temporary differences 1,378 (473)
Non-deductible portion of unrealized valuation changes {81)
Effect of difference In statutory tax rates of subsidiaries 188 327
Other {352} {502)
Income tax expense 8 5,045 $ 5,155
Compiised of:
Current income tax 3,049 1,751
Deferred income tax 1.966 3,404
3 5015 $ 5155

Deferred income tax assets {liabilities) represent the temporary differences between the tax basis of assets and liabiiities and the carrying
amount of assets and liabilities for financial reporting pumposes. Deferred tax assets and fiabilitles are netted in the consolidated balance sheet
10 the extent they refate to the same fiscal entity, tax group, or laxation jurisdiction. The significant components are as follows:
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8. income taxes (cont.)

Income
June 30 December 31 Statement OCH1) Other
2011 2010
Deferred tax assets
Loss carry forwards § 10,517 § 17442 § (8,925) % 3
Deferred revenues and costs 5,163 8,071 {922} 14
Unrealized losses 17.832 7.136 5743 4,953
33,512 30,649 {2,104) 4.967
Deferred tax liabitities
Homburg Capital Securities A {11,562} {11,342) (220)
Investment in associate {12,317} {15,735) 3,418
Investment properties {43,913) {35311) {3,069) (6,287) 745
{67,782) {62.388) 138 (6,287} 745
Net deferred tax asset (lability) $ {34.280) § {31.739) $ (1,968) § (1.320) % 745
{1} Cther Camprehensive income (loss)
The net deferred tax liability is disclosed as follows:
June 30 December 31
2011 2010
Deferred tax asset $ 7,010 % 8,318
Deferred tax liability (41.290} (40,055)

$ {34,280y $__ (31.738)

The Company has non-capital toss carryfarwards of $237,250. These expire as follows: $29,036 in 2027 $126,017 in 2028, $37,497 in 2029,
$8.401 in 2030 and $36,300 in 2031. A beneiit related to non-capital loss carryforwards of $14,832 has been recognized. The Company has
capitat loss carryforwards of $362,853 with no expiry. A benefit relating to capital losses of $45,469 has been recognized. The Company also
has foreign tax credits of $3,899 which expire between 2014 and 2020, the benefit of which has not been recognized.

‘The Company has approximately $175,000 of taxable temporary differences associated with investments in subsidiaries for which no deferred
taxes have been provided on the basis that the Company is able to control the timing of the reversal of such temporary differences and such
reversal is not probable in the foresseable future,

4. Discontinued operations

Buring 2009, the Company outlined a strategy {o spin off assets into four geographically based companies and a development company. On
May 25, 2010 the Company completed the first step in accomplishing this strategy by selling its portfolic of Canadian income producing
investment properties to HCREIT for cash proceeds of $114,511, units in HCREIT at a fair vatue of $143,139 plus a bargain purchase gain of
$89,380 resulting in a pre-tax loss of $150,962. The following represents the income statement amounts associated with the saie plus certain
other Canadian investment properties held for sale from December 31, 2009 and presented as disconlinued.

Six Months Six Months
Ended Ended
June 30 June 30
2011 2010
Income statement
Property revanue $ as $ 57,369
Sale of properties developed for resale 1.738
Total revenue 88 59.107
Property operating expenses 31,208
Cost of sale of properties developed for resale 1,654
32,862
Gross income from operations 88 26,245
Other income 120 961
Interest expense (12,827}
General and administrative {25) (3.659)
Fair value adjustmeni on investment properties 583 23,082
Loss on sale of assets (449}
Net inceme (loss) from discontinued cperations before income taxes 317 33,812
Geferred income fax expense {recovery) 9.300
317 24,512
Loss on dispesal of discontinued operations (150,888)
Deferred tax racovery {24.800)
Net loss from discontinued operations after tax s 317 $ _ (101.576)
13
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9, Discontinued operations (cont.}

The assels held for sale include an investment property in Canada and 9 Limiled Partnerships in the United States.

June 30 December 31
2011 2010
Assets classified as held for sale
Investmert properties $ 132479 $ 139434
Restricted cash 278 485
Cash 1,905 2,087
Geferred income tax asset 854 1,565
Receivable and others __ 480 ___ 696
§___135.066 $___144.247
Liabttities associated with assets held for sale
Long term debt $ 85,338 $ 90,431
Accounts payable 1.268 1,568
$ 86,608 $ 81,080
June 30 Jurne 30
2011 2019
Statement of cash flows
Qperating activities $ 285 3 9,396
Investing activities $ 124 $
Financing activities $ {3,151} $__ (10.831)
10. Shareholders' equity
June 30 December 31
2011 2010
Deficit $ (695,633) 3 (649,316)
Aceumulated other comprehensive income (a) 2,295 1.190
(693,338) (648,126)
Share capital (b) 700,403 701,034
Other paid in capital (d) 28,975 28,171
Contributed sumlus 20.148 19,5607
3 57,188 $__ 101.676
a) Accumulated other comprehensive income
June 30 December 31
2011 2010
Net unrealized foreign currency transtation gains $ 7,022 3 4,597
Deferred tax expense (4.727) {3.407)
5 2,295 3 1,190

Accumuiated other comprehensive income represents the unrecognized exchange adjustment on the net assets of the Company's
subsidiaries that operate in the United States of America, Germany, The Netherlands, and the Baltic States. The change reflects the impact of
currency movements during the year on these net assets offset by effective hadges in ptace.

The following are rales of exchange in effect:

June 30, 2011

December 31, 2010

Average rate for six months 2011
Average rate for six months 2010

b} Share capital

The particulars of the issued and outstanding shares of the Company are as follows:

Issued and outstanding at December 31, 2009
Shares acquired under Normal Course Issuer Bid
Shares issued re DiM 2010

Issued and outstanding at December 31, 2010
Shares acquired under Normat Course Issuer Bid
Issued and outstanding at June 30, 2011

$1.00 USD €1.00 EUR
$  0.97650 $ 140510
$  1.00020 $  1.32560
$ 097690 $  1.36990
$  1.03478 $  1.37676
Class A Class 8
Subordinate Multiple
Voting Shares Voting Shares
{000’s} {0600's} Share Capitai
16,619 3,148 $ 691,785
(46) {36) {2,240)
478 11,489
17,048 3,113 701,034
{14) {8} {631)
17,635 3,105 $_ 706,403
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10. Shareholders' equity (cont.)

¢} Normal Course issuer Bid {"NCIB")

On August 23, 2010, the Company announcad plans, under an approved NCIB, to acquire up to 1,017,201 Class A Subardinate Voting shares
and 157 426 Class B Multiple Voting shares over a one year period anding August 24, 2011, The NCIB enabled the Company to acquire up to
1.000 Class A Shares and up to 1,000 Class B Shares on any given trading day. Any shares acquired by the Company under the NCIB were
cancelled. During the six months anded June 30, 2011, the Company acquired and cancelled 13,700 Class A Shares at an average cost of
$4.32 per share, and 8,000 Class B Shares at an average cost of $5.14 per share. Class A and Class B shares acquired are being cancelled
and removed from share capital at the average issue price at the fime of acquisition, The discount on repurchases made to date of $531 is

credited to contributed surplus.

d) Other paid in capital

June 30 December 31
2011 2010
Batance, beginning of period 28,171 34,435
Issue of shares re DIM 2010 {11,489)
Homburg Capital Securities A ("HCSA"):
Equily compenent, net of tax 804 6,350
Deferred transaction costs (125)
Balance, end of period § 29,975 $ 29,1714
The HCSA are 99 year securities maturing February 27, 2108, bearing an annual interest rate of 9.5%, payable quarterly.
11. Earnings (loss) per share
Net earnings (loss) per share is calculated based on the weighted average number of shares outstanding as follows:
Three Months Three Months Six Months Six Months
Ended Ended Ended Ended
June 30 June 30 June 30 June 30
2011 20190 2011 2010
{000's) {000's) {000's} (000's)
Basic and Diluted
Class A Subordinate Voting ) 17,062 17,094 17,043 16,992
Class B Multiple Voting 3,105 3,149 3,110 3,149
20,1867 20,243 20,153 20,141
Earnings available ta Class A and Class B shareholders is calculated as:
Net income {loss) % {41,144) § (112,852} $ (44,619} $ (94,867)
Homburg Capital Securities equity accretion {Note 10 (d)} {8786} (779) {1,698) (1,524)
$ {42,020} . (413.431) $ {46, 317) 3 {96,391}
12. Supplemental cash flow information
Three Months Three Months Six Months Six Months
Ended Ended Ended Ended
June 30 June 30 June 30 June 30
2011 2010 2011 2010
Change in non-cash working capital and oiher:
Receivables and cther $ (3,092} % 37,3198 $ {2,466) 3 8,465
Construction properiies for resale (4,817} (2,032) (5,563) (4,283}
Aceounts payable and other liabilifies 4.957 (30.977) 9,086 (63,363}
$ {2,952} 3 4.310 $ 57 3 (59.181)
Interest paid $ 23.762 8 38,720 5 48,707 3 51,737
Interest capitalized $ 2.416 $ 4,386 $ 6.588 5 8,667
Capital and income taxes paid § 863 $ {264) $ 2,038

$ 2,665
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13. Financial instruments and risk management

Financial instruments

The Company does not acquire, hold or issue derivative financial instruments for trading purposes. The following table presenis the
classification, subsequent measurement, carrying values and fair values (where available} of the Company's financial assets and liabitities.

Subsequent Carrying Fair Carrying Fair
Classification Measursment Value Value Value Value
June 30 June 30 Cecember 31 December 31
2011 2011 2010 2010
Held for Trading
Long term invesiments - others Fair value (L1} 1,471 1,471 3 1,643 5 1.643
Long term invesiments - HEEF B.V. {a) Fair value (L3} 7,853 7,853 7.221 7.221
Cash and cash equivalents (b} fair value (L1} 19,149 10,149 13,617 13,617
Derivative instrument liability {b} Fair value (L2} {19.387) {19,387) {21,847) (21.847)
86 86 634 $ 634
Loans and Receivables
Restricted cash (¢} Amortized cost 17,868 17,868 § 4,088 $ 4,088
Receivablas and other (c) Amortized cost 33,998 33,999 386,025 38,025
51,867 51,867 s 40,113 £ 40,113
Cther Financiat Liabilities
Accounts payable and other (¢} Amortized cost 114,675 114,675 $ 113123 $ 113,123
Mortgages {d) Amortized cost 1,081,678 1,103,245 1,034,108 1,013,013
Mortgage bonds {d} Amortized cost 143,994 142,896 135,846 138,013
Corporate non-asset backed bonds (d) Amortized cost 435,609 401,392 410,963 413,813
Junior subordinated netes {d) Amortized cost 54,658 88,755 53,148 75,418
Deferred financing charges (d} Amartized cost (12,350) {15,554)
Construction financing (¢) Amoriized cost 32,837 32,837 40,231 40,231
$ 1.851.101 $_ 1,883,800 $§ 1771862 $_ 1793611

The Company uses the following hierarchy for determining the fair value of financial instruments: Level 1 ("L1") - quoted (unadjusted) prices in

_ aciive markets for identical assets or abilities; Level 2 ("L2"} - other techniques for which all inputs that have a significant effect on the

recorded fair value are observable, either directly or indirectly; and Level 3 ("L3"} - techniques which use inputs that have a significant effect on
ihe recorded fair value that are riot based on observable market data. There were no lransfers in or out of financiat instruments classified as

L3 in 2010 or the first six months of 20114,

(a) Long term investments are classified as held for lrading and carried at their fair values. The fair valug of the Company's invesiment in
HEEF B.V. is based on the proportionate share of the reported net asset value of the B.V.. HEEF B.V. prepares its financial slatements in
accordance with IFRS using the fair value model. As such, the net asset vaiue from the financial statements of the B.V. is reflective of its
falr value. Management has determined that a reasonably possible change in the assumptions used fo determine the fair value of the
Carnpany's investment in HEEF B.V. would net result in a significant impact to the consolidated financial statements. The fair values of
other long term investments are based on quoted market prices. A loss of §1 resulting from the change in fair values of investments was
recerded in the consalidated income statarment during the six months ended June 30, 2011 (2010 - gain of $662).

{b) Cash and cash equivalents and derivative instrument liabilites are classified as held for trading and carried at their fair values. The
Company recorded a gain of $3,396 during the six months ended June 30, 2011 in the consolidated income statement (2010 - loss of

$6,744).

(c} The Company's short term financial insfruments, comprising restricted cash, trade receivables, related party receivables, noles receivable,
trade payables, related party payables, notes payable, security deposits, Homburg Capital Securities A liability, and construction financing
are carried at amortized cost which, due to their short teem nature, approximates their fair value.

(d

—

Long term financial instruments {other than long term investments) include mortgages, mortgage honds, corporate non-asset backed

bonds, junior subordinated notes and leng term payables. The fair values of these financial instruments are based upon discounted future
cash flows using discount rates, adjusted for the Company's own credit risk, that reflect current market conditions for instruments with
similar terms and risks. Such fair value estimates are not necessarily indicative of the amounts the Company might pay or receive in actual

market transactions.
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13. Financial instruments and risk management {cont.)

Financial instruments {cont.)

Risk management

In the normal course of its business, the Company is exposed to a number of risks that can affact its operating performance. These risks, and
the actions taken to minimize them, are discussed below,

a) Liquidity risk

Liquidity risk relates to the possibility of insuificient debt and equity financing available to fund the desirecd growth of the Company and to
refinance the current and long term debts as they come due. As a result of global capital market conditions, lenders have tightened their
lending standards, and may continue to do se. The effect of this couid be that the Company may have mare difficulty obtaining the same lavet
of financing when seeking to renew existing debt and obtain new debt. The Company's financial condition and results of operations could be
adversely affected if it were not able to oblain appropriate levels of financing. Liquidity risk also relates to the potentiai for early retirement of
debt, Some of the Company's debt agreements have covenants inciuding maximum foan to value ratio, net worth, interest covarage ratios,
andfor reserve account balance requirements. Breach of any of these covenants could result in the related debt being required to ba repaid
before its scheduled maturity date. Should that happen, the Company may be required to sell properties at unfavourable prices to satisfy the
debt repayment, and the Company's financiat condition and results of operations could be adversely affected. The majority of the Company's
real estate assets and related morigage debts are currently held through limited parinership structures. These structures generzlly limit the
recourse of the lender to the specific assets held in or below the limited parinership, and therefore a breach of covenant does not generally
impact the Company outside of the specific limifed parinership in which the breach of covenant occurs. The recourse of the lender to the
Cempany's mortgage bonds and unsecured debt is generaliy unrestricted.

The Company has been negatively impacted by global economic and capital market conditions which have resufted in tightened lending
standards, reduced market liquidity, a decrease in real estate transactions and lower real estate values. The Company is significantly levered
with a debt to equily ratio of 30.76:1 at June 30, 2011 (December 31, 2010 - 16.55:1) {long term debt, construction financing, long term
payables and demand loans + shareholders’ equity). For the six months ended June 30, 2011, Homburg Invest had totat interest expense
coverage from continuing operations of 0.85:1 (December 31, 2010 - 0.84:1) (calcufated as property revenue, less property operating
expenses and general and administrative expenses + interest expense (excluding capitalized interest)).
The Company completed the creation of the HCREIT to hold the Company's eligible Canadian income producing real estate properties and
redated morigage debt threugh an IPO that closed on May 25, 2010. Cash proceeds from the iPO of approximately $114.5 million were utilized
to reduce debt and satisfy other cbligations. The fellowing table presents the Company's contractual obligations at June 30, 2011;

Contractual Cbligation Within
1vyear 1-2Years  2-3 Years 34Years 4-5Years Later

Head and ground leases 3 15761 & 16,370 § 15,582 § 15,559 § 14,617 $ 159,586
Mortgages: Normal principai instaliments (i) 23,731 22,693 20,028 20,234 16,274

Interest (i) 48,454 43,075 40,228 34,100 314,608

Principal maturities i) 150,504 29,070 109,574 12,028 57,285 620,257
Bonds and junior subordinated notes:

Interest (i) 42 824 33,076 21,527 8,842 3,045

Principal maturities (i) 148,652 70,269 224,823 140,517
Non construction demand loans (vi) 11,308
Construction financing {v} 32,837
Construction purchase obligations (v) 3,290
Other current and long term payables 188 10,960
Working capital deficit (vi) 48,163

§__575.722 §__213.553 $_ 442,722 §_ 231280 $_ 122829 $__779,843

The Company's derivative instrument liability of $19,387 has been excluded from the above table as this liabitity relates {o financial instruments
that effectively fix the variable interest rate on certain mortgages, which is settled with the derivative instrumment on a net basis; accordingly,
interest abligations on such mortgages are shown at the effective fixed rate, which approximates the timing of the refated cash flows.

() The Company requires liquidity to meet the following obligations which ordinarily fall due in the next twelve months: mortgage principal
instaliments of $23,731; interest an mortgages and mortgage bonds of $48,454; interest on corporate non asset backed bonds and junior
subordinated notes of $42,824; capital spending requirements on the income property portfolio, expected to approximate $5 millfon; and
operaling and head lease commitments of $15,761. Sources of finance towards these obligations include: cash on hand of $10,148: net
cash flow from operating activities before interest expense unrelated to development activities; cash generated from continued sales of
completed condominium development projects; the patential sale of develepment andlor income producing properties, subject to
reasonable prices being attained; the potential upward refinancing on certain mortgages and honds and distributions received from the
HCREIT.
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13. Financial instruments and risk management {cont.}

) Through June 2012, the Company faces maturities of its mortgage bonds totalling €102,460 (5143,894), in addition to regularly scheduled
principal payments and maturities retated to other mortgage debts. The Company will seek to extend the maturity or otherwise refinance
amounts due on its mortgage bonds through the issue of new mortgage bonds. However, there is no certainty that these efforts wili be
stceessful. The Company could meet any sherifall in the refinancing program through the sale of development assets, income producing
properties, or additional units of HCREIT. However, the Company's liquidity needs may limit its ability to maximize the price to be realized
on such asset sales.

(iiiy Mortgage principal maturities falling due in 2011 total $150,504, of which $549 has been repaid subsequent to period end and $128,308
is expecied to be renswed at terms similar to those currertly in place. The remaining $20,557 relates to a property in The Netherlands
which is currently unaccupied. According to the specific loan agreemant, the lender has reccurse only to the borrowing entity's specific
property and certain other assets of the borrowing entity securing this specific loan. The fair value of the investment proparty provided as
security for this loan was $17.418 at June 30, 2011. During the period, the Company temporarify ceased making scheduled principal
payments of €244 ($343) on four morlgages totalling €46,408 ($65,208) with properly fair vaiues of €44 620 ($62,698) at June 30, 2011
related to certain underperforming properties in the Netherlands. The lenders' recourse in respect of these property mortgages is limited
to the assets of the limited partnerships holding these loans. The Company is in discussions to renegotiate the amartizations of these
loans with the lenders. All interest payments are current.

{vi) The Company's non canstruction demand loans of $11,308 are secured by first or second charges over various invesiment praperties not
to exceed 65% of fair valus.

(v} The Company has $235,348 invested in investment properties under development and properties under development for resale that are
not yet income producing. These development properties have been financed with first mertgage construction financing as well as
unsecured debt totaling $32,837 at June 30, 2011. The Company expects to finance construction properfies currently under development,
including interest on principal boreowings, through existing and additional construction loans. Secured first morigage financing on
completed construction projects will be replaced with conventional first martgages, or repaid where the debt is secured by a charge over
properties being satd. Purchasg abligations refate to construction projects underway to which the Company has commitments of $3,290.
These commitments will be funded from existing cash resources and further consteuction financing. The Company's reduced Liquidity
raises uncertainty with respect to the future development of certain land holdings and development projects. For properties under
development for resale, where the current falr valug is below the carrying value an impairment charge has been recorded. There is a risk
that further delays in development projects could result in additional costs that may not ullimately be recoverable, and the potential for
further impairment charges andfor fair value adjusiments.

(vi) The working capiéal deficit of $48,163 consists of cash $10,149, irade receivables $25,479, and related party receivable $7.409 lass
payables 376,858, income taxes payable $9,674, related party payable of $4,508 and notes payabie $160, and arises in the normal
course of operations as receivables from tenants are generally on shorier payment terms than trade payables to suppliers.

{vii} The Company's junior subordinated ncies, with a principal balance of 554,668, were in defaulf of the interest coverage ratio and the net
worth covenant ratio during the period ended June 30, 2011. Morlgage principal maturities also inciude a toan in the amount of $38,609
which was in default of its fending covenant at June 30, 2011. Accordingly, these principal maturilies have been classified as falling due
within one year.

Should the above efforts not vield suificient liquidity, there is a risk that the Company may be required to sell additional development and/or
income producing properties at unfavourable prices to meet its immediate liquidity needs, and as a result the financial condition and results of
operations cauld be adversely affecied.

b} Interest rate risk

As a result of global capital market conditians, lenders have tightened their lending standards, and may continue to do so. The effect of this
could be that the Company may have more difficulty obtaining simitar tarms of financing on renewais and on new debt. The Company's
financial condition and resuits of operations could be adversely affected if it were not able to obtain appropriate terms for its financing. The
borrowings of the Company have fixed and floating interest rate components resulting in an exposure to interest rate movements. The
Company's debt consists of $1,426,671 in fixed rate debt and $333.413 in floating rate debt (befere deferred financing charges} including
$42,777 in demand and short term loans which are repayable in less than one year. The Company has entered into interest raie swaps in
arder to manage the impact of fluctuating interest rates on EUR €147 468 ($207,207) {December 31, 2010 - EUR €148,283 ($196.564)) of ils
fong term debt. Due to a reduction of interest rates in The Netherlands, Germany and the Battics during the period ended June 30, 20611, the
impact on the consolidated income statement is a gain of $3,396 (June 30, 2010 - loss of $6.744). The Company discloses the weighted
average interest rate of maturing fong term debt in Note 7. With all other variables held constant, the Company has determined that a 1%
change in interest rates would result in an annualized after tax change of $2,158 in the Company's eamings as a result of the impact on
flpating rate borrowings.
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13. Financial instruments and risk management (cont.}

¢} Creditrisk

The Company's principal assets are commercial properties. Credit risk on tenant receivables of $11,788 (December 31, 2010 - $9,826) arises
from the possibility that tenants may not fuifil their lease obligations. The Company mitigales this credit risk by performing cradit checks on
prospective tenants, having a large diverse tenant base with varying lease expirations, requiring security deposits on high risk tenants and
ensuring that a considerable portion of its property revenue is earned from international, national and large anchor tenants. The Company's
targest tenant represents 37.8% of property revenue for the period. The ability of this tenant to fulfill its long term lease obligation, or to pay
fent on a timely basis could impact the Company's annual cash flew. To mitigate this risk, the tenant has issued a EUR €75,000 ($105,383)
fetler of guarantee, to the primary lender on the specific property, which weuld be ulilized to mitigate major losses while the Company seeks
replacement tenants. The Company's receivables are comprised primarily of current balances owing. The Campany perferms manthly reviews
of its receivables and establishes an appropriate provision for doubtful accounts. The remaining significant receivables consist of {axes
recoverable from various government agencies and revenue from the sale of deveiopment properties. The amounts due from government
agencies represent current recoverable amounts and the revenue from the sale of development properties is supported by security letters of
credit issued by the purchaser.

d} Currency risk

Currency risk arises from assets and liabilities denominated in US dollars or Euros. The Company has established internaj hedging
relationships between Eurc-denominated net investments in foreign self-sustaining operations and Euro-denominated corporate non-asset
backed bonds and junier subordinated notes. At June 30, 2011, EUR €234,340 ($329,271)} (December 31, 2010 - €234,340 {$310,641)) of the
Company's net investment was hedged with an equal amount of Euro-denominated debt. The hedge is considered to be an effactive hedge at
June 30, 2011 and December 31, 2010, and will be regularly reviewed to assess the continued effectiveness of the hedging relationship.
Currency risk for other amounts denominated in US dollars and Euros is mitigated by US dollar and Euro revenue and expense streams
related to property rentals. The operating results of the Company's foreign operations are transtated to Canadian dollars for financial statement
reporling purposes. Changes to the exchange rates during the reporting period impact those reported results. A 10% variation in exchange
rates is congidered to represent a reasanably possible change te existing rates.

With all other variables held constant, the Company has determined that a 10% change:

- in the Euro exchange rate compared to the Canadian dolfar would result in a decrease {increase) in earnings afier income taxes,
excluding un-hedged debt, of $715 and a foreign exchange gain or loss on the un-hedged Euro denominated corperate non-asset
backed bonds of $9,766 after income taxes; and

- inthe US dollar exchange rate compared to the Canadian dollar would result in a decrease {increase) in earnings after income taxes,
excluding un-hedged debt, of $163 and a foreign exchange gain or Joss on the un-hedged US doliar denominated junior subordinated
notes of $1,357 after income taxes.

The Balance Sheets of the Company's foreign self-sustaining operations are translated to Canadian dollars for financial reporting purposes
using the period end exchange rate. The change in exchange rates on the net investment position of these self.sustaining foreign operations is
reflectad in the Other Comprehensive Income of the Company during the period. As noted above, the Company has established an internal
hedging relationship between Euro-denominated debt and net investments in self-sustaining operations. To the extent that the hedges are
effective, the foreign currency gain or loss on the hedging amounts of Euro-denominated debt is reflected in other comprefiensive income
during the period.

e} Concentration risk

Certain of the Company's farger investment properties are leased to single tenants, and the recovery of the carried value of these investments
is dependent upon the continuation of rental income on these properies from existing or new tenants. The Company's largest singie tenant
represented approximately 37.8% (December 31, 2010 - 36.8%) of property revenue for the year. The risk relates to the ability of the Company
to replace this revenue stream on a timely basis while maintaining the related property costs. The Company mitigates this risk by entering inte
long term leases; reviewing the financial stability of the tenant and obtaining security or guarantees where appropriate; and seeking
geographic and industry diversity of tenants. The Company's largest tenant has issued a latter of guarantee to the primary lender on the
specific property, in an amount representing in excess of 2 years property revenue from this tenant. The property leased to this tenant has a
fair market value of $628,080 at June 30, 2014 (December 31, 2010 - $592,540). The Company also follows a policy of maintaining its
properties (o a quality standard that would support timely re-leasing to new tenants.

) Environmental risk

As an owner and manager of real estate properties, the Company is subject to various Unites States, European and Canadian federal,
pravincial, siate and municipai laws retating to environmental matters. These faws could hold the Company liable for the costs of removal and
remediation of certain hazardous substances or wastes released or deposited on or in its properties or disposed of at other locations. Failure
te remave o remediate such substances, if any, could adversely affect the Company's ability to sell its real estate or to borrow using real
estale as collateral, and could potentially also result in claims or other proceedings against the Company. The Company is not aware of any
matertal non compliance with environmental faws at any of its properties. The Campany is alse not aware of any pending or threatened
investigations or aclions by environmental regulatory authorities in connection with any of its praperties or any material panding or threatened
claims relating to environmental conditions at s properties. The Company has policies and procadures to review and monitor environmental
exposure, and has made, and will continue to make, the necessary capital expenditures for compliance with environmental laws and
regulations. Environmental laws and regulations can change rapidly and the Company may become subject to more sttingent environmental
laws and reguiations in the future. Compliance with more stringent environmental laws and regulations could have an adverse effect on its
business, financial condition or resuits of operation.
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14. Related party transactions
The Company’s direct parent is Homburg Finance A.G., which is controlled by the former Chairman and Chief Executive Officer.

a) The Company has entered into agreemenis with companies commonly controfled by the former Chairman and Chief Executive Officer. A

summary of the various transactions between related parties is as follows:

Six Months Six Menths

Ended Ended

June 30 June 30

2011 2010

Rental revenue eamed $ {45) $ {429)
Interest income 5 642 $ {336)
Management agreement termination fee (k) 3 3 21.600
Asset and constructions management fees (n) 3 3701 % 5683
Property management fees incurred {n) $ 1,051 3 3,483
Insurance costs incurred $ 38 $ 514
Service fees incurred $ 1.862 $ 3,500
Property acquisition/disposal fees incurred (n} $ 893 $ 1.160
Mortgage bond guarantee fees incurred $ 3 2072
Bond and other debt issue costs incurred 3 £ 209
Interest costs incurred (h} $ 885 $ 147

b)

c)

d}

e)

h)

Included in trade payables is $2,629 {accounts payable - December 31, 2010 - $405) with companies commonly centrolled by the former
Chainman and Chief Executive Officer.

Inciuded in restricted cash and ascounts payable is a deposit on a condominium unit of 3355 {December 31, 2010 - $3585) from the former
Chairman and Chiaf Executive Officer. The unit witl be purchased at market prices.

The Company has approved a resolution authorizing the property manager, a company commonly conirolled by the former Chairman and
Chief Executive Officer, 1o operate trust accounis on its behalf as required to conduct business of the Company. This agresment has
been terminated subsequent to June 30, 2011,

Professionat services of approximately $164 {June 30, 2010 - $253) were purchased from a corporation of which one of the Company's
directors is affiliated. - :

Included in accounts payable and oiher liakilities is $4,508 (December 31, 2010 - $8,275) with companies commonly controlled by the
former Chairman and Chief Executive Officer, which are non-interest bearing and have no set terms of repayment.

In 2010 the Company ended a guaranteg arrangement for the principal and interest amounts of the morigage bonds payable, with a
company under the control of the former Chairman and Chief Executive Officer, wherein it was protected against fluctuations in the
Canadian dollar and the Euro. The cost of this guarantee per annum was 1.6% on the Serles 4, Series 5, Series 6, and Series 7 Bonds.
During the previous year this contract was cancelled, thus eliminating the Company's liability for $13,383 representing an approximate
discount of 30% from the boek value of the liability.

Included in non-construction demand loans is a promissory note payable in the amount of EUR €4,489 ($6,308) (December 31, 2010 -
EUR €6,281 ($8,339)). This amaount relates to the Company's investment in Homburg Eastern European Fund B.V. The note bears
interest at 6.0% per annum and has no specific repayment lerms.

The Company has entered into head leases with HCREIT. The annual minimum rent payable, excluding amounts subject to third party
tenants, total $1,802. The head ieases commenced on May 25, 2010 and have a five year term subject to certain rights of termination
upon third party leasing of such space. The Company has $580 included in propesty operating expenses for the peried ended June 30,
2011,

The Company has entared info a ground lease with HCREIT for a term of 25 years, with an option to renew for up fo 3 additional periods of
25 years each. The annual minimum rent payable for the ground lease is $186. The Company has $92 included in property operating
expenses for the period ended June 30, 2011,

The Company has pledged and hypothecated in favour of HCREIT, Units having an aggregate value of approximately $6 million as
collateral for its obfigations under the Head Leases {the “Head Lease Pledge”}), and Units having an aggregate value of approximately $4
mitlion as collateral for certain of its obligations in connection with remediation costs, If any, on certain income producing properties (the
*Remediation Cost Pledge™). The number of Units pledged under the Head Lease Pledge reduces annuaily by 145 of the number of Units
ptedged. The number of Units pledged under the Remediation Cost Pledge will be reduced from time o time upon payment by the
Company to HCREIT of any portion of the remediation costs, if any, it being understcod that for each §10 of the total remediation cost paid
ta HCREIT, the number of Uniis pledged under the Remediation Cost Pledge will be reduced by one Unit. Upon payment of the full
Remediation Cost, the Company will be fully discharged of its obligations under the Remediation Cost Pledge and any remaining Units wil
be released from the Remediation Cost Pledge.
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14.

k}

m

)

n)

Related party transactions (cont.}

As part of the HCREIT launch by the Company on December 16, 2008, the Company concluded that rmanagement functions relating 1o its
Canadian operations performed under the existing agreements should be internalized within HCREIT. The Company considered various
resiructuring alternatives to modify the agreements aceerdingly, and concluded that the prefamed alternative was the immediate
termination of the agreement. Consequently, the Company, logether with its various property owning subsidiary partnerships, paid the
termination amount of $21,600 provided for under the agreement, effective February 25, 2010, and this amount was included in the loss
from discontinued operations at December 31, 2010.

During the prior year the Company sold its 50% Interest in Homburg SNS Property Finance Limited Partnership at book value to a
company commonly contrelled by the former Chairman and Chief Executive Officer for $7,408 in notes receivabie.

On June 27, 2011, HCREIT acquired from CP Developments Inc,, 2 wholly owned subsidiary of the Company, the three existing office
bulldings that currently comprise the Ceniron Park Complex in Caigary's suburban south district, and an interest in lands by way of a
purchase option providing HCREIT with the right to acguire the four remaining buildings of the Complex, as deveioped. The gross
purchase price for the existing buildings and the purchase option was $39.7 million, exciuding closing and transaction costs.

Property and Asset Management Service Fees
The Gompany has entered into a Property and Asset Management Agreement, which expires on June 30, 2016, with a company
commonly controlled by the fermer Chairman and Chief Executive Officer to provide the foliowing services payable on a monthly basis:

Property Management Service Fees

(i) For investment properties where Single Tenant Triple Net Leases (which is defined as a lease under which the lessee ig the sole
tenant occupying the relevant property and pays rent to the lessor, as well as generally all other costs and expenses {hat arise from
the use of the property, such as utitities, property laxes, insurance antd maintenance expenses} are in place, the Manager will not
receive any property management fees;

(i} Forinvestment properties situated in Canada or the United States where Single Tenant Triple Net Leases are not in place, fees will
be a percentage of ali cash receipts or net revenue (i.e. total basic rent plus expense recoveries) as generated by the Properties. On
a go forward basis, any such fees to be determined in respect of any investrment properties acquired from time to time shall be equal
to the lesser of (i) market rates and (i) 5% of alf cash receipts or net revenue (i.e. total basic rent plus expense recoveries);

(i} For investment properties situated in Europe where Single Tenant Triple Net Leases are not in place, feas will be a percentage of
arnual rents as generated by the Properties. On a go forward basis, any such fees fo be determined in respect of any investment
properties acquired from time to time shall be equal to the lesser of (i) market rates and (i) 3.5% of annual rents;

{iv) Construction supervision fees equal to 10% of the gross value (net of taxes) of the cost of construction or related construction
contracts. Gross costs include the total hard and soft costs (inciuding interest), but exclude land cost. The Manager will be
responsible for, including but not limited to, project management and all third pary costs for construction management and other
related costs; and

(v) Leasing fees equal to 10% of the first year net revenue for leases with a term of less than twe years, 15% of the first vear net revenue
for leases of three to four years and 20% of the first year nat revenue for leases of five years or longer. The Manager shail pay out of
the applicable Owner's funds, mortgage payments, taxes, assessments, premiums on insurance and all other paymentis related io the
operation of the Properties.

Asset Management Service Fees

(vi} For investment properties situated in Canada or the United Stales, annual fees of 0.30% of the total asset base, calculated on the
quarterly basis for properties where Single Tenant Triple Net Leases (as such term is defined above} are in place, and 0.75% of the
tclal asset base, calculated on a quarterly basis, for properties where Single Tenant Triple Met Leases (as such term is defined
above} are not in place;

(vii} For investment properties situated in Eurape, annual fees of 0.20% of the tolal asset base, calculated on a quarteriy basis;

(viif) Share issue fees of 5% of the total gross proceeds raised in share issues of HH, provided that the Manager will assume all costs
related to such share issues (Including selling commissions payable to intermediaries, legal fees, marketing expenses, travel
expenses and additional out-of pocket expenses). No fees are payable by HIl to the Manager with respect to shares issued o a
vendor of a property acquired by Hil or private placements 1o related parties; and

{ix) Acquisition and disposition fees of 2.5% of the total acquisition or disposition price of the relevant property, provided however that, (i)
in the context of a series of ransactions forming part of the same transaction, the 2.5% fee is only payable once based an the lotal
acquisition or disposition price, as the case may be; and (i) the Manager will not be entitled to be reimbursed for any due difigence or
executlon costs relating to any acquisilions or dispositions, whether succassful or unsuccessful, inctuding legal, accounting, financial
advisory and brokerage services as well as travel expenses and the cost of obtaining structural, environmental, tille, and appraisal
reports.

Subsequent o period end, the Company terminated the preperty and Asset Management Agreement, and has internalized management.

Related party transactions are recorded at their exchange amounts, being the amounts agreed to by the related parties.
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15. Commitments

With in 1 year 1-2 years 2 -3 years 3 -4 years 4«5 years Later
Future minimum lease payments:
Operating Jeases of the Company (a) 3 13,582 § 13,582 § 13794 § 14,431 § 14,431 § 155978
Headlease commitment {Note 14(i.j) 2179 1,788 1788 1,128 186 3,608

$ 15,761 §$ 15370 § 15,582 § 15559 § 14617 $__ 159,586

a) The Company has a head lease obiigation and is working towards sub-leasing this space prior to the occupancy date. Any sub-leases will
offset the Company's future obligation under the lease commitment. A provision for the estimated amount of the head lease contract which
is considered to be orerous has been recorded.

¢) The Company and its subsidiaries have entered into various property management agreemnents, expiring in 2016 (Note 14m).

d} The Company has construction projects underway to which it has signed commitments of $3,290.

16. Contingent liabilities

a) There are claims which the Company is invoived with, arising out of the ordinary course of business operations. The Company dogs not
consider the exposure to such litigation to be material, although this cannet be predicted with ceriainty.

b) ©One subsidiary has received a transfer tax assessment and specific other subsidiaries of the Company have been advised of pending
potential transfer tax assessments. The tax assessments, both issued and potentially o be issued, would impose transfer tax on the
acquisition of certain properties by the subsidiaries. The potential liability would be EUR €10,831 {$15,219) (Becember 31, 2010 - EUR
£10,831 (314,357)) and would result in an expense should the Company be unsuccessful in defending the exisiing assessment and the
remaining potential assessments. Of this total amount: ihe Company has received an assessment for EUR €1,800 ($2,529) (December
31, 2010 - EUR £1,800 {32,386)); an additional EUR €7.831 ($11,003) (December 31, 2010 - EUR £7,831 (§10,381)) was indicated for
potential assessment, and to date no additional assessrents have been received. The tax authorities have fo impose these additional tax
assessments before January 1, 2012, The remaining amount of EUR €1,200 ($1,886) (December 31, 2010 - EUR €1,200 ($1,590)) refates
to an acquisition in 2008, and is similar in structure to the acquisition that has already been assessed. The Company has reviewed this
matter, has received legal advice, and believes it is not required to pay the kransfer tax on any of these acquisitions. Accordingly, the
Company has nat recorded any of the propesed transfer tax in its consolidated financial statements.

17. Segmented Information

The Company is predaminalely organized and managed on a geographical basis. Operating performance is evaluated by the Company's Ghief
Operating Decision Maker {"CODM") primarily based on the net operating income of completed investment properties, which is defined as
property reventes less property operating expenses, aggregated into operating segments with similar economic characteristics represented by
the following geographicat areas - North America, Germany, The Netherlands and the Ballic States. Centrally managed expenses such as
interest, amortization, and general and administrative costs are not included or aliocated to operaling segment results.

The CODM also regularly reviews the carrying value of investment properties, on a properly by properly basis and also on an aggregated
basis by geographical operating segment. Operating segment liabitities regularly reviewed by the CODM on an aggregated basis by
geographical operating segment include mortgages and morigage bonds payable to the extent these can be allocated to specific gecgraphical
operating segments.
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17. Segmented information {cont.)

Germany Netherlands Baltic States  North America Total
Six months ended June 39, 2011
Property revenue $ 30,391 $ 16,365 $ 8,980 3 8,430 $ 64,166
Operating expenses 834 3.833 2.450 5,072 13,188

$ 28,557 $ 12,532 $ 6,530 $ 2,358 $ 50,977

Six months ended June 30, 2010

Property ravenue 3 3,768 $ 16.833 3 9,862 ! 8,493 $ 66,758
Qperating expenses 1.868 1.01¢ 3.057 3.921 9,856
5 29,900 3 15,823 g 6,605 $ 4,572 $ 56.900
June 30, 2011
Investment properties §__ 785394 $__ 451,361 §__ 229171 $ 21,319 $_ 1,487.245
Mortgages payable $ _ 516476 § 367,235 $__ 168,597 $ 29,370 $ 1081678
Mortgage bonds payable $ 35183 § 36,814 $ $ 71,997 $__ 143904
Cecember 31, 2010
Investment properties $ 748715 $ 422918 §__ 208,258 g 21.838 $ 1401727
Morigages payable $__ 492342 $ 350,911 §__ 159,939 $ 30,918 $ 1,034,108
Mortgage bonds payable $ 31,082 3 36,842 S ) 67,922 $ 135,848

In addition fo the above, the North American segment derived revenue from the sate of properties developed for resale of $4,969 (June 30,
2010 - $10,633), less costs of development of $4,511 {June 30, 2010 - $13,111), which resulted in a gain on sale of properties of $458 {(June
30, 2010 - loss of $2,478). At June 30, 2011, the Germany segment included one (December 31, 2010 - one) tenant that individually
represented 37.8% (December 31, 2010 - 36.8%) of the Company's consolidated property revenue for the period. Property operating
expenses include $1,854 relating to vacant properties (December 31, 2010 - $544).

In addition fo the Company's geographical cperating segments, the following information is also provided to the Board of Directars on an
aggregated basis by properiy classification (Retail, Industrial, Office and Residential).

Retall fndustrial Office Residential Total

Six months ended June 30, 2011
Property revenue 9,074 17 $ 64,166
Operating expenses 2,469 1,764 8,426 530 13,189

73
<
il
©
~
'
©w
FN
=
-
=
-l
4n

5 6,605 s 5210 $ 39,675 $ {513} § 50,977
Six months ended June 30, 2010
Properiy revenue 3 9,618 $ 8,796 3 48,342 8 $ 66,756
Operating expenses 2,783 2,515 4558 9,858
$ 6,835 S 5.281 5 43784 $ § 56,900
June 30, 2011
Investment properties §___143.033 $__ 209,144 $_1,1650868 $ $_1.487.245
Mortgages payable $ 80,508 $__ 166,940 $__ 823247 3 10,983 $_ 10818678
Mortgage honds payable $ 7.067 $ 11,215 $ 53,715 $ 3 71,887
December 31, 2010
Investment properties $__ 108,580 8 204230 $_ 1,090,907 3 $_1401727
Morlgages payable 3 16.055 $___ 159580 $ 785164 § 73.309 % _1.034108
Morlgage bonds payable $ 4557 $ 21477 3 41,890 $ 3 67.924

At June 30, 2011, mortgage bonds payable totalied $143,994. Of this amount $71,997 refated to properties under development and funds
tntended for acquisitions and development projects which will be located in Canada. The remaining $71,997 is allocated to specific property
classification sagments above. At Decemnber 31, 2010, mortgage bonds payable totaled $135,846. Of this amount $67,922 related to
properties under development and funds intended for acquisitions and development projects which will be located in Canada. The remaining
$67,924 is allocated to specific property classification segmants above.
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18. Subsequent events

a) Subsequent {o period end, the Board of Directors of the Company unanimously determined that the unsolicted non-binding proposai
submitted by the former Chairman and CEO, Mr. Richard Homburg, on June 8, 2011, was not in the best interests of the Company.

k) Subsequent to period end, Mr. Richard Homburg, the former Chairnan of the Board and CEQ, annaunced his intention to launch a public
takesver bid for the Company at $3.25 per Class A share and Class B share, in cash. The offer, if and when made would be an insider bid
pursuart to Multitateral Instrument 61-161 in Canada and will further comply with Dutch takeover bids.

¢} Subsequent to period end, the Board of Directors of the Company terminated the master properly and asset management agreement
between the Company and Homburg Canada Incorporated, with immediate effect. in addition the Company has internalized the positions of
CEQ and CFO.

d) Subsequent to period end, the Company received a claim for damages from Homburg Canada nc., for a non specified amount. The
Company terminated the master property and asset management agreement as a result of a breach by Homburg Canada Inc. of its abligation
under the agreement and as such holds the position that no termination fee is payable to Homburg Canada and intends to contest Homburg
Canada's claim.

19. Comparative figures

Certain comparative figures have been reclassified to conform to the financial statement presentation adopted for the current period. The
fncome statement has been restated to refiect the reclassification of discontinued cperations.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
International Financial Reporting Standards

Six Months Ended June 30, 2011

This Management's Discussion and Analysis ("MD&A”") should be read in conjunction with the Homburg Invest Inc. {"Homburg Invest®, "HII" or
the "Company"} audited consolidated financial statements and accompanying notes for the year ended December 31, 2010 prepared under
international Financial Reposting Standards ("IFRS").

in compliance with National Instrument 51-102 of the Canadian Securities Administrators, Management notifies readers that the unaudited
interim consolidated financial statements and Management's Discussion and Analysis ("MD&A") for the period ended June 30, 2011 and June
30, 2010, have not been reviewed by the Company's external auditors.

DATE OF MD&A
August 15, 2011

FORWARD LOOKING ADVISORY

Certain information included in this MD&A contains forward-looking statements within the meaning of applicable securities laws including,
ameng others, statements concerning our 2011 objectives, our strategies to achieve those ubjectives, as well as statements with raspect to
management's beliefs, plans, estimates, and intentions, and similar statements concerning anticipated fulure events, results, circumsiances,
performance or expectations that are not historical facts. Forward-looking statements generally can be identified by the use of forward-laoking
terminclogy such as "outlook”, "objective”, "may”, "will", "expect”, “intent", “estimate”, "anticipate”, "believe”, *should", "plans”, or "continue”, or
similar expressions suggesting future oulcomes or events. Such forward-looking statemenis reflect management's current heliefs and are
based on information currently available to management,

This discussion contains forward-looking statements concerning capital expendilures, cost reductions and oparating and financiat
improvements. Such stalements are based on Homburg Invest Inc.'s management's assumptions and beliefs in light of the information
currently available to them. These statements are subject to inherent uncertainties and risks, including, but not limited to: general business
and economic conditions in the Company's operating regions; pricing pressuras and other competitive factors; results of the Company's
ongaing efforts to reduce cosls; and the availability and terms of financing. Consequently, actual results and events may vary significanily
fram those included in, contemplated or implied by such stalements. Homburg Invest Inc., except as required by applicable law, undertakes
no cbligation to publicly update or revise any forward looking statements.

OVERVIEW

In 2011 the Company agreed, pursuant to the exercise of certain "buy-seli* provisions in certain joint venture agreements with Cedar Shopping
Centers, Inc. (NYSE: COR) {"Cedar"), that the Company will selt its 80% interest in one of the nine properties owned by the Homburg/Cedar
joint ventures {Homburg 80% - Cedar 20%) to Cedar. Homburg Invest will also purchase Cedar's 20% interest in the remaining eight joint
venture properties. The Company is cutrenily marketing the 100% interest in the eight properties.

The iavestrent in HCREIT, in which the Company retained a 23.1% equity interest as of Juna 30, 2011, is now valued at more than the
market capitalization of Homburg Invest itseff. The results discussed in this MD&A are reflective of the restatement relating to the disposal of
the Canadian properties and the subsequent equity pickup of the HCREIT investment.

Global ecenomic and market conditions continued to impact the Company's resuits, The fluctuation in the Euro against the Canadian dollar
contributed to lower net operating income. Management is investigating converting the reporting currency of the Company to the Euro to
eliminate this non-cash fluctuation impact on lhe income statement. Currently, only $21.3 million of the Company's $1,487.2 million in
investment properties is not denominated in Euros. This nen-cash impact was a loss of $7.8 million in the second quarter, and a loss of $18.0
million year to date. Generally poor conditions in European markets, but in particular in the The Netherlands also affected vacancles and
values. As a result, our net operating income decreased during the year.

Homburg Invest continues to ook at initiatives to reduce its long term debt.

Subsequent to pericd end, the Board of Dirsctors of the Company unanimously determined that the unsolicited non-binding proposal
submitted by the former Chairman and CEQ, Mr. Richard Homburg, on Juna 6, 2011, was not in the best interests of the Company.

Subsequent to pericd end, Mr Richard Homburg, the former Chairman of the Board and CEQ, announced his intention to launch a public
takeover bid for the Company at $3.25 per Class A share and Class B share, in cash. The offer, If and when made would be an insider bid
pursuant to Multifateral Instrument 61-101 in Canada and will fusther comply with Dutch takeover bids.

Subsequent to period end, the Board of Directars of the Company terminated the master property and asset management agreement between
the Company and Homburg Canada Incorperated, with immediate effect. In addition the Company has internalized the positions of CEQ and
CFQ.

Subsequent to period end, the Company received a claim for damages from Homburg Canada Inc., for a non specified amount. The Company
terminated the master property and asset management agreement as a result of a breach by Momburg Canada Inc. of its obligation under the
agreement and as such holds the position that no termination fee is payable to Homburg Canada and intends to contest Homburg Canada's
claim.
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MANAGEMENT'S DISCUSSION AND ANALYSIS
International Financial Reporting Standards

Six Months Ended June 30, 2011

PROPERTIES OWNED

Hit is a public real estate company owning 125 properties with an estimated fair value of $1.7 billion and 7.5 mitlion square feet of space as at
June 30, 2011 in three main asset classes (office, retail, and industrial) and in four main geographical areas {Germany, The Netherlands, the

Baltic States {Latvia, Estonia and Lithuania) and North America).
June 30, 2011

(Millions, except for properties)

December 31, 2610

{Millions, except for properties}

Gross Gross
Buildings Fair Value Sq.Ft. Buildings Fair Value Sq.FL.
By geographical segment
Germany 6 3 785.3 25 16 8 748.7 2.5
The Netherlands 32 4514 37 32 422.9 3.7
Baltic States 53 229.2 1.0 53 208.3 10
North America 11 21.3 0.3 11 21.8 0.3
Sub total 112 1,487.2 7.5 112 1,401.7 7.5
By property type : -
Office 77 3% 1,165.1 5.1 ] 1,080.9 5.1
Retail 7 113.0 0.3 7 106.6 0.3
Industrial 28 209.1 2.1 28 204.2 2.1
Sub total 112 1,487.2 7.5 112 1,401.7 7.5
Land and property held for futurs
development (a) 6 108.2 4] 107.6
Construction properties being
developed for resale (b) 4 32.7 4 369
Investment property under
construction {c) 3 94.5 3 109.8
Total 125 $ 1,722.6 7.5 125 8 1,856.0 7.5

* Numbers of buildings, unils and gross square footage excludes assels available for sale.

(a)

(b}

(e)

Land and property held for fulure development - a 146 acre parcel of land on the outskirts of Calgary, Alberta, intended to be developed into single family and
multi residentiaf units; a 140 acre parcet of land on the outskirts of Calgary, Alberta, intended to be develaped into singie family and muit residential units; a
parcet of land in Calgary, Alberta that the Company intends to develop injo a condominium complex costaining 294 units; & 217 acre parce! of land in
Calgary, Alberts with intent to be developed into commercial properties; 39 acre parcel of tand in Calgary, Alberta that the Gompany intends tc develop
primarily into approximately 600 single family dweliings: and a 4 story building in Montreal, Quebec.

Construction properties being developed for resale - 4 ¢condominium units in Caigary, Alberta {Casteilo); 20 condominium uniis in the Eau Claire area of
Caigary, Alberta {Churchill Estates); 49 condominium units in Grande Prairie, Alberta (Inverness Estates); and 14 condominium units in Charlottetown, Prnce
Edward Island {Pownal Street).

[nvestment propery under construction - a parcel of iand in Calgary, Alberta that is being developed into a four building office campus; a parcel of land in
Charloltetown, Pringe Edward Island that is being developed into a hotel; and a 440 umit corxiominium complex in Calgary, Atberta (Kal Towers).

NON-IFRS FINANCIAL MEASURES

The MD&A includes measures widely acceptad within the real estate industry which are not defined by Imernational Financial Reporting
Standards ("IFRS"). These measures include Net Operating income ("NOI"}, Funds From Operations {"FFQ"} and Funds From Operations per
share. These are not defined measures calculated in accordance with IFRS and may not be comparable fo similar measures presented by
other issuers. The Company considers these amaunts o be measures of operating and financial performance.

a)

b)

c)

NO! is calculated as Property Revenue less Properly Operating Expenses.

FFO is presented by the Company as net income (loss) frem continuing cperations adjusted for deferred and capital income taxes
{recovery), unrealized and realized valuation changes, fair value change in financial instruments, loss {gain} on derivative instruments,
impairment ioss on development properties, foreign exchange loss (gain), changes in provisions, and share of associates net loss
{income) net of distributions earned.

FFO per share is calculated as Funds From Operations divided by either the basic or diluted weighted average number of shares.
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The following tabie reconciles IFRS net income {loss) to FFO for the three and six month periods ended June 30, 2011 and 2010:

3 Months Ended 6 Months Ended 3 Months Ended 6 Months Ended
June 30, 2011 June 30, 2011 June 30, 2010 June 30, 2010
{Millions} (Millians) {Millions} (Milffons)
Net income (less)} from continuing operations $ {41.6} $ (44.9) (9.6) $ 6.7
Add {deduct):
Share of income of an assaciate net of distributions earned (0.1} 12.7
Uinrealized valuation changes 27.0 10.4 2.1 1.1
Realized valuation changes 0.2 (4.3}
Amortization of financing costs 1.2 2.5 0.9 2.1
Deferred and capital income tax {recovery) / expense 2.0 37 3.5
Foreign exchange loss (gain) 7.8 18.0 {6.5) {19.7)
Loss (gain) on derivative insiruments 22 {3.4) 1.8 6.7
Change in provisions 1.8 1.6 24 2.4
Fair value change in financial instruments 0.1 {0.3) 0.7}
Funds from operations (FFO) {1.8) {t.1) {5.3) (2.2)
Add {deduct): net gain (loss) on sale of properties
developed for resale 0.5 {2.7) (2.5)
FFO, net of sale of properties developed for resale $ {1.8} $ {1.6) 3 {2.6) % 0.3

Funds from operalions (FFO) fram conlinuing operations, net of the sale of properties developed for resale, was $(1.8) million for the thege-

mont# period ended June 30, 2011, compared to $(2.6} million recorded in the same period in 2010.

Foreign Exchange Rates

The results of the Company's international aperations are impacted by fluctuations in average and period end foreign exchange rates, mainly
frorn the Euro and to a lesser extent by the US dollar. A discussion of the Campany's approach lo managing currency risk is included in the
section entitled "Liquidity, Capital Resources and Capital Commitments” later in this MD&A. The prevailing quarterly average and year-end

foreign exchange raies over the past three years were as follows:

Q2 Average Rate Q1 Average Rate 34 Average Rate (i3 Average Rate
EUR : CAD 21 1.36990C 2011 1.34760 2010 1.36843 2010 1.36371
EUR : CAD 210 1.37676 2010  1.44309 2009  1.58706 2009  1.59533
% Change {0.5)% (6.61% {13.8)% (14.5)%%
USD : CAD 2011 087690 2011 0.98610 2016 1.03075 2010 1.03597
USD : CAD 2010 1.03479 2010  1.04145 2009 114172 2009 1.16%97
% Change {5.6}% (5.3)% (8.7)% (11.5)%
Quarter End Rate Quarter End Rate Quarter End Rate Quarter End Rate
EUR : CAD Q22011 1.40510 Q1 2011 1.37064 Q4 2010 1.32560 Q32010 1.40330
EUR : CAD Q12011 1.37084 Q42010 1.32560 Q32010  1.40330 Q2 2016 1.27990
% Change 2.5% 3.4% (5.5)% 9.6%
USD : CAD Q22011 097650 at 2011 0.97223 Q4 2010  1.00020 Q32010 1.03009
USD : CAD Q12011 097223 Q42010  1.00020 Q32010  1.03009 Q22010 1.04840
% Change 0.4% {2.8)% {2.9)% {1.7)%)
Q2 Average Rate Q1 Average Rate Q4 Average Rate Q3 Average Rate
EUR : CAD 2010  1.37676 2010 1.44309 2009  1.58706 2009 1.59533
EUR : CAD 2068  1.60749 2008  1.62509 2008 1.56127 2008  1.55022
% Change {14.4)% {11.2)% 1.7% 2.9%
USD : CAD 2010 1.03479 2010 1.04145 2008 114172 2008 1.16997
USD : CAD 2009  1.20559 2008 1.24298 2008  1.06669 2008  1.01855
% Change (14.2}% {16.2)% 7.0% 14.9%
Quarter End Rate Quarter End Rate Quarter End Rate Quarter End Rate
EUR : CAD Q2 2010  1.27980 Q12010 1.37140 Q42008  1.50419 Q32009  1.58480
EUR : CAD Q12010 137140 Q4 2009  1.50410 Q32009  1.58480 Q22008 1.6240C0
% Change {6.7)% (8.8)% (5.1)% {2.4)%
UsSD : CAD Q22010  1.04840 Q12010  1.01920 Q42009  1.04940 Q32009 1.08610
USD : CAD Q12010  1.01920 Q42009  1.04940 Q32009 1.08610 Q22009 1.156C0
% Change 2.9% (2.9}% (3.4)% (6.0)74

Euro-Canadian dollar exchange rate: Fluctuations in the Euro exchange rates. compared to the Canadian doliar, impact the resulis of the
Company's significant European operations located in Germany, The Netherlands, and the Baltic States, as well as the Cormpany's unhedged
Euro denominated debt which consisted of €200.0 million at June 30, 2011 and €200.0 million at December 31, 2010, The average rate for Q2
2011 of $1.37 was 0.5% lower than the comparative period average rate of $1.38 which had an unfavourabte impact on the results of the
Company's European operations when comparing Q2 2011 to Q2 2010. The closing rate at Juna 30, 2011 of $1.41 was 6.0% higher than the
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closing rate of $1.33 at December 31, 2010, which unfavourably increased the Canadian dollar equivafent amount of the Company's unhedged
Euro denominated debt which stood at €200.0 million at June 30, 2011,

US dollar-Canadian doliar exchange rate: Fluctuations in the US dollar exchange rates compared to the Canadian doliar impact the resuits of -

the Company's operations located in the USA. However, the impacts are generaily insignificant due to the relalive size of the USA operations
which comprised 4.5% of NOI in Q2 2011 and 8.1% of NOI in Q2 2010. Fluctuations in the US dollar also impact the Company's unhedged US
dollar denominated debt which consisted of US$29 mitlion at both June 30, 2011 and December 31, 2010,

Discontinued operations

On May 25, 2010 the Company sold off its portfolio of Canadian incorne producing investment properiies to HCREIT for cash proceeds of
$114.5 million, units in HCREIT at a fair value of $143,138 plus a bargain purchase gain of $69,380 resulting in a pre-tax loss of $158,943.
‘This represented 24 office properties, 66 retall properties, 12 residential properties, and 8 industrial properties for a combined gross square
footage of 8.9 million.

SUMMARY OF QUARTERLY RESULTS
Three Months Ended
Jun 30 Mar 31 Dec 31 Sep 30 Jun 30 Mar 31 Dec 31 Sep 30

2011 2011 2010 2010 2010 2010 2009 2008
{Millions, except for per share amounts)

Property revenue $§ 318 $§ 323 $ 354 $§ 308 $ 312 $ 3BH6 § 429 §F 413
Sale of properties daveioped for resate 3.2 1.7 1.9 25 52 5.5 61.7 8.8
Realized valuation changes (0.7} {0.2} 4.5 (6.8)
Unrealized vatuation changes {27.0} 16.6 (56.8} 10.0 (2.1} 0.9 {3128) (16.4)
Share of income of an associate 2.9 (9.6} {14.1) (0.1) 1.8
Cther income {10.1} 4.3} 20.8 (12.5) 4.6 13.5 10.2 2.3
Total revenue and other gains 0.9 36.6 {13.5) 30.8 40,3 B80.0 {204.8) 41.9
Net operating income $ 252 5 258 & 257 % 248 $ 266 $ 301 § 299 § 353
Earnings {loss) before taxes-
Continuing Operations $ (40.2) & 03 & 433 % (B8 $§ (43) % 180 § (3849 § (302}
Per Share - Basic $ (1.99) 3 002 §& 210 3 (032) $ (025) § 076 5 (19.50) $ (1.55)
Per Share - Diluted $ {199) % 002 $ 210 S5 (032) $ (025 $ 076 § (1950) § (1.5%5)
Net earnings {loss) - Continuing
Operations $ (#M6) $ (33 % 1038 § 13 § (98) 3 181 $ (3149} § (21.6)
Per Share - Basic $ {210} 5 (0.20) $ 044 § 002 $ (051} 3 076 S (1595 § {1.11)
Pgr Share - Diluted $ {210) 5 (0200 3 044 § 002 S (051} § 076 $ (1595 § {(1.11)
Net earnings - Discontinued Operations $ 65 § (02 $ (35 5 (1.3} $ (103.1) § 17 § (851) & 50
Per Share - Basic $ 002 $ (001) $ (018} $ (0O0B) $ (509) § 008 § 481) § 025
Per Share - Diluted $ 002 $ (001) 3 @18 $ (0.06) $§ (509 $ 008 § (481) § 025
Net earnings (Joss} $ M1 $ (35 S 58 S 01 § (1127 § 17.8 § {4100) § (16.6)
Per Share - Basic 5 (208) § ©21) $ 026 $ (0.04) S (580) § o084 § (2076) $§ (0.86)
Per Share - Biluted % (208 § {021) $ 026 $ (0.04) $ (560) § 084 $ (20.Y6) § {0.86)
Funds from operations, net of gross
income {loss) from the sale of
properties developed for resale $ {13} % 0.2 9 92 % 26 % (28) 5 29 5 61 § 2.8
Per Share - Basic $ {009 $ 001 $ 047 % 013 § (013) § 014 § 031 § 015
Per Share - Diluted $ (003 5 001 $ 047 § 0143 $ (013) § 014 $ 9031 $ G615
Total assets $208865 $2097.0 $2,0629 $23249 $21925 §$3,0969 $32022 §388086
Total ong term debt $1,703.6 $16668 $1,6185 $172903 §$1793.7 $24935 §28417 $27625
Dividend declared per share 3 NIiL _§ NiL  § Nik & NIL  § NE 8 NIL_§ NIL $ NIL

Second Quarter 2611 Resulls
Property revenues from confinuing operations were $31.9 miliion during the sacond quarter ended June 30, 2011, compared to $31.2 million
for the same guarter in 2010 for an increase of $0.7 million.

Net operating income (NOI) was $25.2 milion in the second quarter of 2011, compared to $26.6 million in the second quarter of 2010 for a
decrease of $1.4 million. The decrease is primarity dug 10 the headiease commitments incurred in Q2 2011 that were not present in 2010.

The Company incurred loss before taxes from continuing operations for the second quarter of 2011 of $40.2 milion ($1.99 per share),

compared to loss before taxes of $4.3 million in the same period in 2010 {30.25 per share), a variance of $(35.9) million. The decrease relates

primarily to the following:

s A neldecrease in fair value of investment properties of $12.8 million in Q2 2011 compared to a net decrease in fair market vaiue of $0.9
miilion in Q2 2010.

« Investment properties under development decreased by $14.2 million in Q2 2011,
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+ A foreign exchange loss of $7.8 million was recorded in Q2 2011, compared to a gain of $6.5 million in Q2 2010, a variance of $14.3
millien. The loss in Q2 2011 resulted from a 2.5% weakening of the Caradian dollar compared to the Euro between Q1 2041 and Q2 2611
from $1.37:€1 in the prior quarter to $1.41:€1 at June 30, 2011.

FFO, net of the sale of properties developed for resale, was $(1.8) millicn in Q2 2011 compared to $(2.6) million in Q2 2010. The decrease of
$(0.8) million primarily related 1o lower NOI of $1.4 miltion, offset by unrealized valuation changes.

First Quarter 2011 Resuits

Property revenues from continufng operations were $32.3 million during the first quarter ended March 31, 2011, compared to $35.6 million for
the same quarter in 2010 for a decrease of $3.3 million. The decrease is mainly a result of the 6.6% decrease in the average value of the
Euro against the Canadian dollar in the first quarter of 2011 compared to the same quarter last year.

Net operating income (NOI) was $25.8 million in the first quarter of 2011, compared to $30.1 million in the first quarter of 2010 for a decrease
of $4.3 million. The decrease is primarily due to the property revenue fluctuations in Europe as outlined above as well as $0.8 million in
headiease commitments incurred in Q1 2011 that were not present in 2010.

The Company incurred earnings before taxes from continuing operations for the first quarter of 2011 of $0.3 million ($0.02 per share),
compared to a gain before taxes of $16.0 million in the same pericd in 2010 ($0.76 per share}, a variance of $15.7 million. Tha decrease
refates primarily to the following:

* A net increase in fair value of investment properties of $15.6 million in Q1 2011 compared o a net increase in falr market value of $0.9
million in Q1 2010, -

+ Investmeni properties under development increased by $1.0 million in Q1 2011.

+ Lower interest expense in Q1 2011 by $5.1 miliion over Q1 2010, mainly due to the reduction of debt at March 31, 2011 as well as the
slight strengthening of the Canadian dollar against the Euro.

+ A foreign exchange loss of $10.2 mitlion was recorded in Q1 2011, compared to a gain of $13.2 million in Q1 2010, & variance of $23.4
miflion. The foss in Q1 2011 resulted from a 3.4% weakening of the Canadian dollar compared to the Euro between Q4 2010 and Q1
2011 from $1.33:€1 in the prior quarier to $1.37:€1 at March 31, 2011.

+ A Q1 loss on the Company's share of income on an associate of $9.6 million in relation to a March 2011 public offering of units completed

by HCREIT on 2 bought deal basis resulting in & deemed disposal of the Company's investment and a decrease in ownership from 33.7%
{0 23.1%.

FFO, nel of the sale of properties developed for resale, was $0.2 million in Q1 2011 compared to $2.9 miltion in Q1 2010. The decrease of
$2.7 million primarily related to lower NOI of $4.3 million, offset by the foreign exchange gain.

Fourth Quarter 2010 Resulls

Properly revenues from continuing operations were $35.4 million during the fourth quarter ended December 31, 2010, compared to $ 42.9
miliion for the same quarter in 2009 for a decrease of $7.5 million. The decrease is mainly a result of the 13.8% decrease in the average value
of the Eura against the Canadian dollar in the fourth quarier of 2010 compared ‘o the same quarter last year which equated to a $5.4 million
decrease. In addilion, the decrease was a result of the loss of former tenant Quelie GmbH which declared bankruptcy and vacated an
industrial property in Numberg, Germany on Decamber 31, 2009, as well as sther current vacancies in the European portfolio.

Net operating income {NOI) was $25.7 million in the fourth quarier of 2010, compared to $29.9 million in the fourth quarter of 2009 for a
decrease of $4.2 mitlion. The decrease is primarily due to the property revenue fluctuations in Europe as outlined above as well as $0.8 million
in headlease commitments incurred in Q4 2010 that were not present in 2000.

Net operating income from continuing operations increased slightly to $25.7 millian in Q4 2010, $0.9 million higher than the $24.8 million
recorded in Q3 2010.

The Company incurred earnings before taxes from continuing operations for the fourth quarter of 2010 of $43.3 miltion {$2.10 per share),
campared te loss before taxes of $384.9 million in the same period in 2009 ($19.50 per shate), a vartance of $428.2 million. The increase
relates primarily to the following:

* A net decrease in fair value of investment properties of $40.0 million in Q4 2010 compared to a nat decraase in fair market value of
5263.9 million in Q4 2009. This variance of $223.9 million is largely due to a $132.0 million adjustment in fair value in Q4 2009 1o the
Nurmnberg, Germany propatty vacated by former tenant, Quelle, after an independent external analysis.

+ The Company realized a gain of $107.2 million in Q4 2010 refating to the sale of the Nuremberg, Germany property,

+ A provision related to the establishment of an onerous confract was initially recorded in Q4 of 2008 fer $34.1 million compared to a change
in the provision in Q4 2010 of $4.7 million for a variance of $29.4 million.

» [nvestment properties under development decreased by $16.7 milion in Q4 2010 compared to a decrease of $43.2 million in 4 2009 for
a positive variance of $59.9 million relating to significant write-downs of development praperties in 2000 after a slowing of construction and
development operations.

« The Company realized a $3.0 million gross loss {calculated as revenues less cost of sales on properties developed for resale) from the
sale of properties develcped for resale in Q4 2010, compared to a $19.9 million gross loss in Q4 2008, a posilive variance of $16.9 million.
The variance was primarily because the construction of the Homburg-Harris Centre in Calgary was substantiatly completed on December
31, 2009, and therefore net costs recorded in Q4 2009 are not recurring, reducing the loss on the properties. This is offset by lower sales
activity on condominium units in Q4 2010.

« Lower interest expense in Q4 2010 by $2.8 mitlion over Q4 2009, mainly due to the reduction of debt at December 31, 2010 as weli as the
slight strengthening of the Canadian doliar against the Euro.

» A foreign exchange gain of $11.0 million was recorded in Q4 2010, compared fo a gain of $8.0 milion In Q4 2009, a variance of $3.0
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million. The gain in Q4 2010 resulied from a 5.5% weakening of the Canadian dollar compared to the Euro between Q3 2010 and Q4
2010 from $1.40:€1 in the prior quarter to $1.33:€1 at December 31, 2010, This fluctuation in foreign exchange decreased the value of the
Company's €100 milfion of unhedged debt. This is compared to a strengthening of the Canadian doliar during the third quarter of 2009
from $1.58:€1 at Q3 2008 to $1.50:€1 at Q4 2009.

Offset by:

s A Q4 loss on the Company's share of income of an assoclats of $14.1 million in relation to a October 27, 2010 public offering of units
completed by HCREIT en a bought deat basis resulting in a deemed disposal of the Cempany's investment and a decrease in ownership
from 41.2% to 33.7%.

« A fair value loss on investments of $0.5 million in Q4 2040, compared te a gain of $0.8 million in G4 2009, a negative variance of $1.3
million, resuiting from decreases in the market prices on the Company's quoted investments;

FFO, net of the sale of properties developed for resale, was $9.2 million in Q4 2010 compared to §6.1 milfion in Q4 2009. The increase of $3.1
million primarily related to lower NOI of $4.2 million, offset by the foreign exchange gain.

Third Quarter 2010 Resuits

Property revenues from continuing cperations were $30.9 million during the third quarter ended September 30, 2010, compared to $41.3
million for the same quarter in 2009. The decrease is due to revenue in Europe being down by EUR $3.6 million, due {o the loss of former
tenant Quelle GmbH which declared bankruptey and vacated an industrial property in Nuraberg, Germany on December 31, 2009, as well as
other current vacancies in the European portfolio. Property revenues were also impacted $10.4 million resulting from the 14.5% decreass in
the average value of the Euro against the Canadian doilar in the third quarter of 2010 compared to the same quarter last year, which folfowed
the $16.7 million decrease in the second quarter of 2010, over the second quarter of 2009,

Net operating income (NOI) was $24.8 million in the third quarter of 2010, compared to $35.3 million in the third quarter of 2008. The decrease
is in part due to €3.7 million less in Eurcpean NOI for the reasons outlined above.

Net operating income from continuing operations was $24.8 million in Q3 2010, $1.8 million lower than the $26.6 million racorded in Q2 2010.
The average Canadian dollar foreign exchange rate for the Euro decreased by 0.8% in Q3 2010 versus Q2 2010, which negatively impacted
the results. Property revenue decreased by appraximately $0.3 million due to the loss of a former tenant in Germany, Quelle, which vacated
the premises on December 31, 2008.

The Company incurred loss befors taxes from continuing operations for the third quarter of 2010 of $5.6 miliion {$0.32 per share), compared to
loss before taxes of $30.2 miliion in the same period in 2009 ($1.55 per share}, a variance of $24.8 millien. The increase relates primarily to
the following:

« A netincrease in fair value of investment properties of $10.1 million in Q3 2010 compared to a net decrease in fair market value of $10.4
million in Q3 2609 largely due to a $34.6 million adjustment in fair value to two Germany properties after an independent external analysis.

+ The Company realized a $0.8 million gross loss (cakculated as revenues less cost of sales on properties developed for resale} from the
sale of properties developed for resale in Q3 2010, compared to a $18.8 million gross toss in Q3 2009, a positive variance of $18.0 milkion,
The variance was primarily because the construction of the Homburg-Harris Centre in Calgary was substantially completed on December
31, 2009, and therefore net costs recorded in (3 2008 are not recurring, reducing the loss on the properfies. This is offset by lower sates
activity on condominium units in Q3 2010,

« A fair value loss on investments of $39.0 thousand in Q3 2010, compared to a foss of $1.1 million in Q3 2009, a variance of $1.1 miilion,
resulting from increases in the market prices on the Company's quoted investments;

« Lowet interest expense in Q3 2010 by $3.6 million over Q2 2009, mainly due to the reduction of debt by $912.4 million from $2,641.7
million at September 30, 2009 to $1,729.3 million at September 30, 2010 as well as the slight weakening of the Canadian dollar against
the Euro;

Offset by:

« A foreign exchange joss of $10.6 million was recorded in Q3 2010, compared to a gain of $5.4 million in Q3 2009, a varance of $16.0
million. The loss in Q3 2010 resulted from a 8.6% weakening of the Canadian doflar compared to the Euro between Q2 2010 and Q3 2010
from $1.28:€1 in the prior quarter to $1.40:€1 at September 30, 2010. This is compared to a strengthening of the Canadian doliar during
the third quarter of 2000 from $1.62:€1 at Q2 2009 to $1.58:€1 at Q3 2009. In Q3 2010, this fluctuation in foreign exchange increased the
value of the Company's €100 million of unhedged dehbt by $12.0 million.

e NOI was $10.5 million lowsr in O3 204G compared to Q32 2009, primarily due to the property in Germany that was vacated by the former
tenant, Quelle, on Decermber 31, 2009, as well as a 14.5% decrease in the average Euro exchange rate compared to the Canadian dollar;

FFQ, net of the sale of progerties developed for resale, was $1.4 million in Q3 2010 compared lo $2.8 million in Q3 2009. The decrease of
$1.5 million primarily related to lower NOI of $10.5 million, offset by the foreign exchange gain.
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RESULTS OF OPERATIONS

Property revenue and net operaling income

information related to geographical operating segments is summarized below. Properly revenue includes rental revenue and {enant cost
recoveries. Net operating income has been calcufated by deducting direct property operating expenses related o properiy revenue, and is
exclusive of general and adminisirative expenses, depreciation and amortization, and interest on related debt.

Geographical Segments Germany Netherlands The Baltics North Totai
(In milfions tinless otherwise stated) America

Six months ended June 39, 2011

Property revenue $ 304 $ 16.4 3 9.0 3 8.4 $ 64,2
Operating expenses 0.8 3.8 2.5 6.1 13.2
Net operating income $ 29.6 $ 12.6 3 5.5 $ 2.3 $ 51.0
Occupancy rate at June 30, 2011 100.0 % 80.4 % 7.3 % 877 %

Six months ended June 30, 2010

Property revenue $ 31.8 3 16.8 8 9.7 8 8.5 $ 66.8
Operaling expenses 1.9 1.0 3.1 3.8 9.9
Met operating income 3 299 § 158 3 5.6 ) 46 $ 56.9
Occupancy rate at June 30, 2010 80.0 % 71.1% 86.2 % 951 %

Three months ended June 30, 2011

Property revenue $ 15.3 $ 8.2 $ 4.3 $ 4.2 $ 320
Operating expenses 0.5 1.8 1.1 3.4 6.8
Nat operating income $ 14.8 $ 8.4 $ 3.2 $ 0.8 $ 25.2
Three months ended June 30, 2010

Properiy revenue $ 15.0 5 7.8 3 4.6 $ 3.8 3 31.2
Qperating expenses 1.2 - 1.3 2.1 4.6
Net operating income 3 13.8 $ 7.8 3 3.3 s 1.7 $ 26.6

Total property Tevenue was $84.2 million in 2011, compared to $66.8 million in 2010, a decrease of $2.6 million or 3.9%. This was primarily
due to the loss of seversl tenants in The Netherlands and the Baltic States, which contributed to increased vacancies in these segments. As
well, a decrease of 0.5% in the average Euro fareign exchange rate compared to the Canadian dolfar negatively impacted the Germany, The
Netherlands and the Baltic States revenue.

Property revenue from the North America segment decreased to $8.4 million in 2011 compared to $8.5 million in 2010, as the loss of several
tenants was largely offset by the inclusion of revenue of a building previously classified under Discontinued Operations in the prior year. Also
centributing to the revenue decrease was the average USD foreign exchange rate compared to the Canadian dollar being lower in 2011
comparad to 2010 by 5.6%.

Property operating expanses increased by $2.2 miltion in the North America segment to $6.1 million in 2011 compared to $3.9 million in 2010
due to new headlease commitments in 2011, The European segments experienced an increase in property operaling expenses from a total of
$6.0 million in 2010 to $7.1 miliion in 2041 for a variance of $1.1 million or 18.3%.

NOI decreased by 10.4% in 2011 compared to 2010 as a resuit of the loss of tenants, new headlease commitments and foreign exchange
fluctuations discussed above. The overall occupancy rate in the Germany segmant has increased from 80% at June 30, 2010 to 100% at
June 30, 2011, as the property formerily leased to Queile, which represented approximately 2.6 millions square feet in the industriai segment,
was sold as of Decemnber 31, 201G.
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In addiion to the Company's gecgraphical operating segments, the following information symmarizes operating results by properly
classification.

Property Type Segments Retaii Industrial Office Residentiai Total
(in mitions uniess otherwise stated)

Six months ended June 30, 2011

Property revenue $ 91 $ 7.0 $ 48.1 3 $ 64.2
Operating expenses 2.5 1.8 8.4 0.5 13.2
Net operating income 8 6.6 $ 5.2 $ 39.7 $ (0.5 § 51.0
Occupancy rate at June 30, 2011 70.9 % 56.2 % 87.0 %

Six months ended June 30, 2010

Property revenue $ 9.6 3 3.8 3 48.4 3 $ 6.3
Operating expenses 2.8 2.5 4.6 9.9
Net operating income 3 5.8 & 6.3 S 43.8 9 3 56.9
Qceupancy rate at June 30, 2010 96.2 % - B14 % 338.6 :

Three months ended June 30, 2011

Property revenue $ 4.5 $ 33 3 24.1 $ $ 32.0
Operating expenses 1.2 1.0 4.3 0.3 6.8
Net operating income $ 33§ 2.3 $ 19.8 s 0.3 § 252
Threa months ended June 30, 2010

Property revenue % 4.4 3 4.0 $ 2238 % 3 3.2
QOperaling expenses 1.3 1.4 1.8 4.6
Net operating income 8 3.1 $ 28 $ 208 8§ 3 268

The retait portfolio consists of 7 {December 31, 2010 - 7) retail proparties, representing a shopping center in Germany and retall spaces in the
Baltics having total rentable square footage of 0.3 million square feet. The decrease in the sccupancy rates is due to increased vacancies in
the latter part of 2010. The retail rental revenue and net operating income for 2011 on the properties held on June 30, 2011 have decreased
5.2% and 2.9% respectively over the same period in 2010 due primarily to property sales and decrease in EUR:CAD and USD:CAD foreign
exchange rates during the year.

The industrial portfolio consists of 28 (December 31, 2010 - 28) industrial buildings tocated in Europe with a total area of 2.1 miliion sguare
feet. The Company's industrial buildings generated $7.0 million totat rental revenue in 2011 and $5.2 million in net operating income
compared to $8.8 million total rental revenue in 2010 and $6.3 million in net operating income. These decreases of $1.8 million and $1.1
million respectively are primarily due to increased vacancy in the Netherlands and the Baltic States as previously discussed. Overall
occupancy in the industrial portfotio is down to 56.2% at June 39, 2011 (61.4% - June 30. 2010) as there are several indusirial properties stil
affected by the real estate economy stump in Europe.

The office portfolio ¢consists of 77 {December 31, 2010 - 77) small to madium sized office buildings in the United States and Europe, with a
total area of 5.1 milllon square feet. Property revenue in 2011 was $48.1 million compared to $48.4 million in the same period of 2010 while
net operating income was $39.7 million versus $43.8 million in 2010. As operations have been stable in this segment, the decrease is due fo
the decrease in the foreign exchange rates. Overall occupancy in the office portfalio was 87.0% at June 30, 2011 (38.6% - June 30, 2010).

Properties Developed for Resale

Revenue from the sale of properties developed for resale decreased by $5.6 million from $10.6 miliion in 2010 to $5.0 million in 2011, The
variance was because the lower sales activity on condominium units In 2011. Net profit from the sale of development properties was $0.5
million in 2011, compared to a net loss of $2.5 millien in 2010,

BALANCE SHEET HIGHLIGHTS
Assets

Total assets did not fluctuate, remaining constant from $2.1 billion at December 31, 2040 and at June 30, 2014. The table below summarizes
Homburg Invest's asset base.
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June 30 December 31
2011 2010
(Millions) (Miflions)

investment properties b 1,487.2 $ 1,401.7
lnvestment properties under development 202.7 217.4
Investments, at fair market value 9.3 8.8
Investment in an associate, at equity 151.7 191.7
Deferred tax assets 7.0 8.3
Restricted cash 17.9 4.1
Cash and cash equivalents 10.1 3.7
Properties under development for resale 32.7 36.9
Receivables and other 34.0 36.0
Assels classified as heid for sale 136.0 1442
$ 2,088.6 3 2.062.9

investment Properties and Investment Properties under Development

Investment properties increased by $85.5 million frorn $1,401.7 million at December 31, 2010 to $1,487.2 million at fune 30, 2011. The fair
market value of investment properties was increased by the impact of foreign currency translation adjusiments on overseas assets which was
significant due to the difference between the Canadian doliar and Euro foreign exchange rate of $1.41:€% at June 30, 2011 compared to
$1.33:€1 at December 31, 2010, an increase of approximately 6.0% which equates to a $82.7 million increase. The remaining $2.8 million
relates to fair value adgjustmenis on investment properties. Investment properties under development decreased by $14.7 million from $217.4
milion to $§202.7 million &t June 30, 2011.

Invesiment in an Assaciate, at Equity

Investment in an associate represents the 23.10% equity investment in HCREIT obiained during Q2 2010. The balance represents the
cpening balance of $181.7 million, less the Company's deemed distribution of HCREIT's of $38.8 million, distributions of §6.0 miliion, and
adding Hil's share of HCREIT's net income of $4.8 million.

Assets classified as Held for Sale
Assets held for sale decreased by $8.2 million from $144.2 million at December 31, 2010 to $136.0 million at June 30, 2011 largely in relation

to the planned sale of the Company's 80% Joint venture interest in shopping centers in the United States. It is expected that this invesiment will
be sold in the third quarter of 2011.

Receivables and other
Receivables mainly consist of amounts due from tenants and an the sale of properiies developed for resale, deferred rental receipts, prepaid

expenses, deferred leasing costs and GST rebates on development projects and VAT on foreign subsidiarles, alf of which arise in the narmat
course of operations.

Invesiments at Fair Markef Value

The long term investments totaled $9.3 million at June 30, 2011 compared to $8.9 million at December 31, 2010. The difference mainly relates
to the impact of fair value adjusiments.

Capital Structure
The table below summarizes Homburg Invest's capital structure.

June 390, 2011 Begember 31, 2010
{Millions) {Millions)

Long term debt $ 1,703.6 89.5 % $ 1,618.5 86.2 %
Construction financing 3238 1.7 % 40.2 2.1 %
Homburg Capital Securities A 0.2 % 1.0 0.1%
Lang term payables 11.0 0.6 % 10.3 0.5 %
Non-construction demand isans 113 0.6 % 12.9 0.7 %
Liabilities related to assets classified as held for sale §6.6 4.6 % 92.0 4.9 %
1,845.8 97.0 % 1.774.9 945 %

Shareholders’ equity 57.2 3.0 % 101.7 54 %
$ 1.902.7 . 100.0 % $ 1.876.6 100.0 %

Long Term Debt ‘

Mortgages payable on revenue producing properiies increased by $47.6 million during 2011 due {o the previously discussed foreign exchange
rate changes on the EUR and USD denorninated debt. Mortgage principal maturities include loans of $38.6 million which were in default of
their lending covenanis at June 30, 2011 and accordingly have been classified as falling due during 26G11.

Mortgage bonds payable increased by $8.1 million during 2011, as a result of the currency increase. The Mortgage Bonds are recorded at the
prevailing exchange rate at June 30, 2011.

The corporate non-asset backed bonds are seven year bonds issued in series and have a corporate guarantee pledged as collateral. The
bonds reature between May 2013 and January 2015 and the Company has the option to redeem any series of bonds at their face amount
anytime subsequent lo the fifth anniversary of the issue of the bonds. The interest is payable semi-annually on June 30 and December 31. The
bonds are issued in Euros and have been translated at period end exchange rates. The non-asset backed bonds increased by $24.6 million in
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2011, which was the result of the increase of the Euro.

The junior subordinated nates consist of EUR €25.0 million ($35.1 million) {December 31, 2019 - EUR €25.0 million {$33.1 million)) and USD
$20.0 miflion ($19.5 million) (December 31, 2010 - USD $20.0 rmillion {$20.0 million)}, and were in default of the interest coverage ratio and the
net worth covenant ratio during the peried ended June 30, 2011. The outstanding balances are translated at period end exchange rates.

Construction Financing
To June 30, 2011, the Company had $32.8 million in construction financing outstanding relating (o its development projects outfined earlier.

Sharsholders' Equity

Homburg Invest's shareholders” equity decreased $44.5 miflion from $101.7 milfion at December 31, 2010 to $57.2 million at June 30, 2011. Of
the decrease, $1.1 million of Other Comprehensive Income resulling from foreign exchange movement was offset by a $44.8 million net loss in
the period.

The Company's US cperations and European operations have a functional currency of the US dollar and Euro respectively for recording
substantially all fransactions. The financial statements of the Company's overseas operstions are translated on consolidation to Canadian
dollar equivalent amounts using the current rate method, whereby assets and liabilities are translated at perfod end exchange rates white
revenues and expenses are converied using average transtation rates for the reporting period. Gains and losses resuiting from the currency
translations of the subsidiaries are deferred and included in the accumulated Other Comprehensive incoms {Loss) within shareholders’ equity.
At June 30, 2011, the cumulative gain was $2.3 million; an increase of $1.1 miliion from the accumulated gain amount of $1.2 million as at
December 31, 20140.

LIQUIDITY, CAPITAL RESOURCES AND CAPITAL COMMITMENTS

Liguidity Risk

Liquidity risk relates to the possibility of insufficient debt and equity financing available to fund the desired growth of the Company and 1o
refinance the current and long term debis as they come due. As a result of global market conditions, lenders have tightened their fending
standards, and may continue to da so. The effect of this could be that the Company may have more difficully obtaining the same level of
financing when seeking to renew existing debt and oblain new debt. The Company's financial condition and rasults of operations could be
adversely affected if it were not able to obtain appropriate levels of financing. Liquidity risk atso relates to the potential for early retirement of
debt. Some of the Company's debt agreements have covenants including maximum loan to value ratios and interest coverage ratios, andfor
reserve account balance requirements. Breach of any of these covenants could resull in the related debt being required to be repald before its
scheduled maturity date. Should that happen, the Company may be required to sell properties at unfavaurable prices to satisfy the debt
repayment, and the Company's financial condition and results of operations could be adversely affected. The majority of the Company's real
estate assets and related morigage debts are currently held through limited parinership structures. These structures generaily limit the
recourse of the lender to the specific assets held in or below the limited partnership, and therefare a breach of covenant does not generally
impact the Company outside of the specific limited partnership in which the breach of covenant occurs. The recourse of the lender to the
Company's mortgage bonds and unsecured debt is generally unrestricted.

The Company has been negatively Impacted by global economic and capital market conditions which have resulted in lightened lending
standards, reduced market liguidity, a decrease in real estate transactions and iower real eslate values. The Company is significantly levered
wilh a debt to equity ratio of 30.76:1 at June 30, 2011 {December 31, 2010 - 16.55:1} {long term debt, construction financing, long term
payables and demand loans + sharehalders' equity). For the period ended June 30, 2011, Homburg Invest had total interest expense coverage
frem continuing operations of 0.85:1 {December 31, 2010 - 0.84:1) (caiculated as property revenue, less praperty operating expenses and
general and administrative expenses + interast expense (excluding capitalized interest)}.

The Company compieted the creation of HCREIT to hold the Company’s eligible Canadian income produgcing real estate properties and refated
mortgage debt through an {PO that closed on May 25, 2010. Cash proceeds from the IPQ of approximately $114.5 million were utilized to
reduce debt and satisfy other obligations. The following table presents the Company's contractual obfigations at June 30, 2011:

{Miltions} Payments Due by Period
Contractual Obligations
Within1 1.2years 2-3years 3-4years 4-5years Later
year
Head and ground leases 15.8 154 156 15.6 14.6 159.6
Mortgages: Normal principal instaliments (i} 23.7 227 200 20.2 16.3
. Interest {i) 48.5 431 40.2 34.1 3.8
Principal maturities (iii) 150.5 29.1 109.6 12.0 57.3 620.3
Bends and junior subordinated notes:
interest (i) 428 33.1 215 8.8 3.0
Principal maturities {ii) 198.7 70.3 224.8 140.5
Non construction demand loans {iv} 1.3
Construction financing {v) 328
Construction purchase cbligations {v) 33
Other current and long term payables 0.2 11.0
Working capital deficit (vi} 48.2

575.8 213.7 442.7 231.2 122.8 7789

The Company's derivative instrument liabitity of $19.4 million has been excluded from the above table as this liability relates to financial
instruments that effectively fix the variable interest rate on cerlain mortgages, which is ssttled with the derivative instrument on a net basis;
accordingly, interest ohligations on such mortgages are shown at the effective fixed raie, which approximates the timing of the related cash
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flows.

() The Company requires liquidity to meet the following obligations which ordinarily fall due in the next twelve months; mortgage principal
installments of $23.7 million; interest on mortgages and mortgage bonds of $48.5 million: interest on corporate non asset backed bonds
and junior subordinated notes of $42.8 million; capital spending requirements on the income property portfolio, expected to approximate
$5.0 million; and operating lease commitments of $15.8 million. Sources of finance towards these obligations include: cash on hand of
$10.1 million; net cash flow from operating activities before interast expense unrelated to development activities; cash generated from
continued sales of completed condominium development projects; the potential sale of certain income producing and development
properties, subject to reasonable prices being attained; the potential upward refinancing on certain mortgages and distributions received
from the HCREIT.

{if} Through June 2012, the Company faces matusities of its morigage bonds fotalling €102.5 million ($144.0 million}, in addition to regularly
scheduled principal payments and maturities refated to other mortgage debts. The Company will seek to extend the maturity or otherwise
refinance amounts due on its mortgage bonds through the Issue of new mortgage bonds. Howaver, there is no certainty that these efforts
will be successful. The Company could meet any shortfall in the refinancing prograrn through the sale of development assets, income
producing properties, or additional units of HCREIT. However, the Campany’s liquidity needs may limit its ability o maximize the price to
be realized on such asset safes.

(iif} Mortgage principal maturities falling due within one year total $150.5 miliion, of which $0.5 million has been repaid subsequent to period
end and $129.4 million is expected to be renewed at terms similar to those currently in place. The remaining $20.6 million relates to a
property in the Netherlands which is currently uncccupied. According to the specific loan agreement, the lender has recourse only to the
borrowing entity's specific property and certain other assets of the borrowing entity sscuring this specific loan. The fair value of the
invesiment properly provided as security for this loan was $17.4 million at June 30, 2011. During the period, the Company temporarily
ceased making scheduled principal payments of €0.2 million ($0.3 million) on four mortgages totalling €46.4 million ($65.2 million) with
property fair vaiues of €44.6 miilion ($62.7 million) at June 30, 2011 related to certain underperforming properiies in the Netherlands. The
lenders’ recourse in respect of these property morigages is limited 1o the assets of the limited partnerships holding these loans. The
Company is In discussions to renegotiate the amortizations of these loans with the lenders. Al interest payments are current,

(iv) The Company's non construction demand fcans of $11.3 million are secured by first or second charges over various investment
properties not to exceed 65% of fair value.

(v} The Company has $235.3 million invested in investment properties under devefopment and properties under development for resale that
are not yet income producing. These development properties have been financed with first mortgage construction financing as welt as
unsecured debt totafing $32.8 million at June 30, 2011. The Company expects to finance construction properties cusrently under
development, including interest on principal borrowings, through existing and additional construction loans. Secured first mortgage
financing on completed construction projects will be replaced with conventionat first mortgages, or repaid where the debt is secured by a
charge over properties being sold. Purchase obligations relate to construction projects underway to which the Company has
commitments of $3.3 million, These commitments will be funded from existing cash resources and further construction financing. The
Company's reduced liquidity raises uncartainty with respect to the future develepment of certain land holdings and development
projects. For propertiss under development for resale, where the cursent fair value is below the carrying value an impairment charge has
been recorded. There is a risk that further delays in development projects could result in additional costs that may not ultimately be
recoverable, and the potential for further impairment charges and/or fair value adjustments.

{(v) The working capital deficit of $48.2 million consisis of cash of $10.1 million, related party receivable of $7.4 milion, and frade
receivables of $25.5 million, less payables of $76.9 million, income taxes payable of $9.7 million, related party payable of $4.5 million,
and notes payables of $0.2 million, and arlses in the normal course of operations as receivables from tenants are generally on shorter
payment terms than trade payables to suppliers.

{vii) The Company's junior subordinated notes, with a principal batance of $54.7, were in default of the interest coverage ratio and the net
worth covenant ratio during the period ended June 30, 2011. Morigage principal maturities also include a loan in the amount of $38.6
million which was in default of its lending covenant at June 30, 2011. Accordingly, these vrincipal maturities have been classified as
falling due within one year.

Should the above efforts not yield sufficient liquidity, there is a risk that the Company may be required to sell additional development and/or
incame producing properties at unfavourable prices to meet its immediate liquidity neads, and as a result the financial condition and results of
aperations could be adversely affected. )

Interest rate risk

As a result of global capital market conditions, lenders have tightened their lending standards, and may continue to do so. The effect of this
could be that the Company may have more difficulty obtaining similar terms of financing on renewals and on new debt. The Company's
financial condition and results of operations could be adversely affected if it were not able to obtain appropriate terms for its financing. The
borrowings of the Company have fixed and floating interest rate components resulting in an exposure to inferest rate movements. The
Company's debt consists of $1,426.7 million in fixed rate debt and $333.4 mitlion in floating rate debt {before deferred financing charges)
including $42.8 million in demand and short term loans which are repayabie in less than ane year. The Company has entered into interest rate
swaps in order to manage the impact of flucluating interest rates on EUR €147.5 million (5207.2 miltion) (December 31, 2010 - EUR €148.3
milfien ($196.8 million)) of iis long term debi, Dus to a reduction of interest raies in The Netherlands, Germany and the Baltics during the
period ended June 30, 2011, the impact on the consolidated income statement is a gain of $3.4 million (June 30, 2010 - loss of $6.7 million).
The Company discloses the weighted average interest rate of matusing long term debt in the consolidated financial statements. With all other
variables held constant, the Company has determined that a 1% change in interest rates would rasult in an annualized after tax change of $§2.2
miliion in the Company's earnings as a result of the impact on floating rate borrowings.
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Credit risk

The Company's principal assets are commercial properties. Credit risk on enant receivables of $11.8 million {December 31, 2010 - 9.8
million) arises from the possibility that tenanis may not fuifill their lease obligations. The Company mitigates this credit risk by performing credit
checks on prospective lenants, having a large diverse tenant base with varying lease expirations, requiring securify deposits on high risk
tenants and ensuring that a considerable porfion of its property revenue is earned from international, national and large anchor tenants. The
Company's largest ienant represents 37.8% of property revenue for the period. The ability of this tenant to fulfill its long term lease obligation,
or to pay rent on a timely basis could impact the Company's annual cash flow. To mitigate this risk, the tenant has issued a EUR €75.0 milien
($105.4 million) letter of guarantee, to the primary lender on the specific property, which would be utilized to mitigate major losses while the
Company seeks replacement tenants. The Company's receivables are comprised primarily of current balances owing. The Company performs
monthly reviews of ifs receivables and establishes an appropriate provision for doubtful accaunts. The remaining significant receivables
consist of taxes recoverable from various government agencies and revenue from the sale of development properties. The amounts due from
government agencies represent current recoverable amounts and the revenue from the sale of development properties is supporied by
security letters of credit issued by the purchaser.

Currency risk

Currency risk arises from assets and liabilities dencminated in US dolfars or Euros. The Company has established internal hedging
relationships between Euro-dencminated net investments in forsign self-sustaining operations and Euro-denominated corporate non-asset
backed bonds and junicr subordinated notes. At Jure 30, 2011, EUR €234.3 million {($329.3 millien) (December 31, 2010 - EUR €234.3 miliion
($310.8 milion)) of the Company's net investment was hedged with an eqgual amaunt of Eurp-denominated debt. The hedge is considered to
be an effective hedge at June 30, 2011 and December 31, 2010, and wilt be regularly reviewed to assess the continued effactiveness of the
hedging relationship. Currency risk for other amounts denominated in US dollars and Euros is mitigated by 18 doltar and Euro revenue and
expense strearns related to property rentals. The operating resuits of the Company's foreign operations are transiated to Canadian dollars for
financial statement reporting purposes. Changes 1o the exchange rates during the reporting period impact those reported results, A 10%
variation in exchange rates is considered to represent a reasonably possible change to existing rates.

With all other variables held constant, the Company has determined that a 10% change:

- in the Euro exchange sate compared io the Canadian dollar would result in & decrease (increase) in earnings after income taxes.
excluding un-hedged debt, of $0.7 million and a foreign exchange gain or loss on the un-hedged Euro denominated corporate non-
asset backed bonds of $9.8 million after income taxes; and

. in the US doltar exchange rate compared to the Canadian dollar would result in a decrease (increase) in earnings after income taxes,
excluding un-hedged debt, of $0.2 million and a foreign exchange gain ar loss on the un-hedged US dollar denominated junior
subordinated notes of $1.4 million after income taxes.

‘f'he Balance Sheets of the Company's foreign self-sustaining operations are translated to Canadian dellars for financial reporting purposes
using the period end exchange rate. The change in exghange rates on the net investment position of these self-sustaining foreign aperations is
refiected in the Other Comprehensive Incame of the Company during the period. As noted above, the Company has esiablished an internal
hedging relationship between Euro-denominated debf and net investments in self-sustaining operations. To the extent that the hedges are
sffective, the foreign currency gain or ioss on the hedging amounts of Euro-denominated debt is reflected in Other Comprehensive Income
during the period.

Concentration risk

Certain of the Gompany's larger investment properties are leased to single tenants, and the recovery of the carried value of these investments
is dependent upon the continuation of rental income an these properties from existing or new tenants, The Company's largest single ienant
represented approximately 37.8% (December 31, 2010 - 36.8%) of property revenue for the year. The risk relates to the ability of the Company
to replace this revenue stream on a limely basis while maintaining the refated property costs. The Company mitigates this risk by entering into
long term leases; reviewing the financial stability of the tenant and obtaining security or guarantees where appropriate; and seeking
geographic and industry diversity of tenants. The Company's largest tenant has issued a letter of guarantee to the primary lender on the
specific property, in an amount representing in excess of 2 years property revenue from this tenant. The property leased to this tenant has a
fair market value of $628.1 million at June 30, 2011 (December 31, 2010 - $5982.5 million). The Company also foliows a policy of maintaining
its properties fo a quality standard that would support timely re-leasing to new tenants.

Environmental risk

As an owner and manager of real estate properties, the Company is subject to various Unites States, European and Canadian federal,
provincial, state and municipal laws refating to environmental matters. These laws could hold the Company liable for the costs of removal and
remediation of certain hazardous substances or wastes released or depositad on or in its properties or disposed of at other locations. Failure
to remove or remediate such substances, if any, could adversely affect the Company's ability to sell its real estate or te borrow using real
estate as collateral, and could potentially also result in claims or other proceedings against the Company. The Company is not aware of any
material non compliance with environmental laws at any of its properties. The Company is also not aware of any pending or threatened
investigations or actions by enviconmental regulatory authorilies in connection with any of its propetties or any material pending or threalened
clzims relating to environmental conditions at its proparties. The Company has policies and procedures to review and monitor envirenmentai
exposure, and has made, and wilf continue to make, the necessary capital expenditures for compliance with environmental laws and
regulations. Environmental laws and regulations can change rapidly and the Company may become subject to more stringent environmental
laws and regulations in ihe future. Compliance with more stringent environmental laws and regutations coutd have an adverse effect on its
business, financial condition or resuits of operation.
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FINANCIAL INSTRUMENTS

The Company does not acquire, hold or issue derivative financial instreuments for trading purposes, and the Company has no off-balance sheet
arrangements. The following table presents the classification, subsequent measurement, carrying values and fair values (where availabls} of
the Company's financial assets and liabilities at June 30, 2011 and December 31, 2010.

Carrying Value Falr Value Carrying Value Fair Valug
Classification Subsequent 2011 2011 2010 2010
Measurement {Miliions} {Miliions) {Millions) {Miflions)
Heild for Trading
Long term investments: others (a) Fair vaiue {L1) $ 1.5 $ 1.5 3 1.6 3 186
Long term investments: HEEF B.V. (a) Fair value {L3) 1.9 7.9 72 7.2
Cash and cash equivalents (b) Fair valua {L1} 10.1 16.1 13.6 13.6
Derivative instrument liability (b) Fair vatue {L2) {19.4) {18.4) (21.8) {21.8)
\ % 8.1 $ 0.1 $ 0.6 3 0.6
' ]| 3
Loans and Receivables
Restricted cash {c} Amoriized cost $ 17.9 3 17.9 % 4.1 $ 4.1
Receivables and other {c) Amoriized cost 34.0 34.0 36.0 36.0
5 51.9 5 51.8 3, 401 $ 40.1
Other Financial Liabilities
Accounts payable and other (¢) Amertized cost $ 114.7 $ 114.7 $ 113.1 5 113.1
Mortgages (d} Amortized cost 1,681.7 1,103.2 1,034.1 1,013.0
Mortgage bonds (d) Amortized cost 144.0 142.9 135.8 138.0
Carporate non-asset backed bonds {d) Amortized cost 435.6 401.4 411.0 413.8
Junior subordinated notes {d) Amortized cost 54.7 38.8 §3.1 75.4
Deferred financing charges (d) Amaortized cost {12.4} (15.5)
Construction financing {c) Amartized cost 32.8 32.8 40.2 46.2
$_ 18511 $_ 18838 3_17718 $ 17935

The Company uses the following hierarchy for determining the fair value of financial instruments: Levet 1 ("L1"} - quoted (unadjusted) prices in
active markets for identical assets or liabilities; Level 2 {"L2") - other techniques for which all inpus lhat have a significant effect en the
recorded fair vaiue are observable, either directly or indirectly; and Level 3 ("L3"} - techniques which use inputs that have a significant effect on
the recorded fair value that are nat based on observable market data. There were no transfers in of out of financial instruments classified as
L3 in 2010 or the first two monihs of 2011.

{2} Long term investments are classified as held for trading and carried at their fair values. The fair value of the Company's investmeni in
HEEF B.V. is based on the proportionate share of the reported net asset value of the B.V.. HEEF 8.V. prepares its financial statements in
accordance with IFRS using the fair value model. As such, the net asset value from the financial statements of the B.V. is reflective of its
fair value. Management has determined that a reasonably possible change in the assumplions used o determine the fair value of the
Company's investment in HEEF B.V. would not result in a significant impact to the consolidated financial statements. The fafr values of
other long term investments are based on quoted market prices. A nominal lossresuiting from the change in fair values of investmanis was
recorded in the consolidated income statement during the period ended June 30, 2011 (2010 - gain of $0.7 raiillion},

(b

—

Cash and cash equivalents, the currency guarantee payable and derivative instrument liabilities are classified as helfd for trading and

carsied at their fair values. The Company recorded a gain of $3.4 million during the pericd in the consolidated income statement {2010 -
loss of $6.7 mitlion}.

(c

—~

The Company's short term financial instruments, comprising restricted cash, trade receivables, related party receivables, notes receivable,
trade payables, related party payables, notes payable, security deposits, Homburg Capital Securities A liability, and construction financing
are caried at amortized cost which, due to their short term nature, approximales their fair value.

(d

e

Long term financiat instruments (cther than fong term investments) include mortgages, mortgage bonds, corporale nan-asset backed
bonds, junior suberdinated notes and long term payabies. The fair values of ihese financial instruments are based upen discounted futurs
cash flows using discount rates, adjusted for the Company's awn credit risk, that reflect current market conditions for instruments with
similar terms and risks, Such fair value estimates are not necessarily indicative of the amounts the Company might pay or receive in actual
market transactions.
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TRANSACTIONS WITH RELATED PARTIES

The Company's direct parent is Homburg Finance A.G. which is contralled by the former Chairman and Chief Executive Officer.

a)

The Company has entered into agreements with companies commonly controlied by the former Chairman and Chief Executive Officer. A
summatry of the various transactions between refated parties is as follows:
Three Months Three Months Six Months Six Months
Ended June 30 Ended June 30 Ended June 30 Ended June 30
2011 2010 2014 2010
(Thousands} (Thousands) {Thousands) {Thousands)
Rental revenue eamed g 22 3 (209) $ {45) 3 {429}
Interest Income $ {328) 5 {338) $ {642) $ (3386}
Management agreement termination fee (k) $ ] $ $ 21.600
Asset and construction management fees (n} $ 1,849 5 1,966 L3 3,701 $ 5,683
Properdy management fees incuired (n) $ 537 8 1.972 % 1,051 $ 3.483
Insurance costs incurred s 21 % 182 $ 38 $ 514
Service fees incurred $ 326 3 4.659 5 1,862 3 3.500
Property acquisition / disposal fees incurred (n} $ 993 k] 231 S 993 3 1,160
Mortgage bond guarantee fees incurred 3 $ 1.134 $ 3 2072
Sond and other debt issue costs incurred 5 % a2 3 & 209
Interest costs incurred (i) 3 444 5 44 3 885 3 147

b)

2

d)

)

g)

h}

)

Included in trade payables is $2.6 millicn (accounts payable - December 31, 2010 - $0.4 million) with companies commonly controlled by
the fortner Chairman and Chief Executive Officer.

included in restricted cash and accounts payable is a deposit on a condaminium unit of $0.4 millien (December 31, 2010 - $0.4 million)
from the former Chairman and Chief Executive Officer. The unit will be purchased at market prices.

The Cormpany has approved a resolution authorizing the property manager, a company commanly controlled by the former Chairman and
Chief Executive Officer, to operate irust accounts on its behalf as reguired to conduct business of the Company. This agreement has
been terminated subsequent to June 30, 2011,

Professional services of appraximately $0.2 million {June 30, 2010 - $0.3 million) were purchesed from a corperation of which one of the
Campany's directors is affiliated.

tncluded in accounts payable and other liabilities is $4.5 million (Decermber 31, 2010 - $8.3 million} with companies commonly controtled
by the former Chairman and Chief Executive Officer, which are non-interast bearing and have no set terms of repayment.

in 2010 the Company ended a guarantee arrangement for the principal and interest amounts of the mortgage bonds payable, with a
company under the conirel of the farmer Chairman and Chief Executive Officer, wherein it was protected against fluctuations in the
Canadian dollar and the Euro. The cost of this guarantee per annum was 1.6% on the Series 4, Series 5, Series 6, and Series 7 Bonds.
During 2010 this contract was cancelled, thus eliminating the Company's liability for $13.4 million, representing an approximate discount
of 30% from the bock value of the liability.

ncluded in non-consiruction demand loans is a promissory note payable in the amount of EUR €4.5 million ($6.3 miltion) (December 31,
2010 - EUR €6.3 million {$8.3 miltion)). This amount relates to the Company's investment in Homburg Eastern European Fund B.V. The
note bears interest at 6.0% per annum and has no specific repayment termns.

The Company has entered into head leases with HCREIT. The annual minimum rent payable, exciuding amounts subject to third party
tenants, total $1.6 million. The head leases commenced on May 25, 2010 and have a five year term subject to certain rfights of termination
upon third party leasing of such space. The Company has $0.6 milion inciuded in property operating expenses for the period ended June
30, 2011.

The Company has entered into a ground lease with HCREIT for a term of 25 years, with an option to renew for up to 3 additional periods of
25 years each. The annual minimura rent payable for the ground lease is $0.2 million. The Company has $0.1 million included in properly
operating expenses for the peried ended June 30, 2011.

The Company has pledged and hypothecated in favour of HCREIT, Unils having an aggregate vaiue of approximately $6 miliion as
collateral for its obligations under the Head Leases {the “Head Lease Pledge™}, and Units having an aggregate value of approximately $4
milion as security for certain of its obligaiions in connection with remediation costs, if any, on certain income producing properties (the
"2emediation Cost Pledge"). The number of Units pledged under the Head Lease Pledge reduces annually by 1/5 of the number of Units
piedged. The number of Units pledged under the Remediation Cost Pledge will be reduced from time fo time upon payment by the
Company to HCREIT of any portion of the remediation: costs, if any, it being understood that for each $10 of the total remediation cost paid
t6 HCREIT, the number of Units pledged under the Remediation Cost Pledge will be reduced by one Unit. Upon payment of the ful
Remediztion Cost, the Company will be fully discharged of ils obligations under the Remediation Cost Pledge and any remaining Units will
be released from the Remediation Cost Pledge.

As part of the HCREIT launich by the Campany on December 16, 2008, the Company concluded that management functions relating lo its
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Canadian operations performed under the existing agreements should be internalized within MCREIT. The Company considered various
restructuring alternalives to muodify the agreements accosdingly, and conciuded that the preferred alternative was the immediate
termination of the agreement. Consequently, the Company, tegether with its various property owning subsidiary parinerships, paid the
termination amount of $21.6 milfion provided for under the agreement, effective February 25, 2010 and this amount has been included in
the less from discontinued operations.

During the previous year the Company sold its 50% interest in Homburg SNS Property Finance Limited Partrership fo a company
commonly controlled by the former Chairman and Chief Executive Officer for $7.4 million in notes receivable.

On June 27, 2011, HCREIT acquired from CP Developments Inc., a wholly owned subsidiary of the Company, the three existing office
buildings that currently comprise the Centron Park Camplex in Calgary's suburban south district, and an interest in lands by way of a
purchase oplion providing HCREIT with the right to acquire the four remaining buildings of the Complex, as developed. The gross
purchase price for the existing buildings and the purchase option was $39.7 million, exciuding closing and transaction costs.

Property and Asset Management Service Fees
The Company has entered info a Properly and Asset Management Agreement, which expires on June 30, 2016, with a company
commonly controlled by the fermer Chairman and Chief Executive Officer to provide the following services payable on a monthly basis:

Property Management Service Fees :

{iy For invesiment properties where Single Tenant Triple Net Leases (which is defined as a lease under which the lessee is the sole
tenant cccupying the relevant property and pays rent to the lessor, as well as generally all other costs and expenses that arise from
the use of the property, such as ulilities, property taxes, insurance and maintenance expenses) are in place, the Manager will not
receive any property management fees;

(i} For investment properties situated in Canada or the United States where Single Tenant Triple Net Leases are not in place, fees will
be a parcentage of all cash receipts or net revenue (i.e. totat basic rent plus expense recoveries) as generated by the Properties. On
a go forward basis, any such fees io be determined in respect of any investrent properties acquired from time to time shall be equal
to the lesser of {i) market rates and (i} 5% of all cash receipts or net revenus (i.e. total basic rent plus expense recovaries);

(i} For investment properties situated in Europe where Single Tenant Triple Net Leases are not in place, fees will be a percentage of
annual rents as generated by the Properfies. On a go forward basis, any such fees to be determined in respect of any investment
properties acquired from time to time shall be equal to the lesser of (i) market rates and (i} 3.5% of annual rents;

(v} Construction supervision fees equal to 10% of the gross value (net of taxes} of the cost of consiruction or related construction
confracts. Gross costs include the total hard and soft costs (including interest), but exclude land cost. The Manager will be
respansible for, including but not fimited {o, project management and &t third party costs for construction management and other
related costs; and

{v} Leasing fees equal to 10% of he first year net revenue for loases with a term of less than two years, 15% of the first year net revenue
for leases of three to four years and 20% of the first year net revenue for leases of five years or longer. The Manager shall pay out of
the applicable Owner's funds, morigage payments, taxes, assessments, premiums on insurance and all other payments retated to the
operation of the Properties.

Asset Management Service Fees

(vi) For investment properties situated in Canada or the United States, annual fees of 0.30% of the total asset base, calculated on the
quarterly basis for properties where Single Tenant Triple Net Leases {as such term is defined above) are in place, and 0.75% of the
tolal asset base, calculated on a quarterly basis, for properties where Single Tenant Tripte Net Leases (as such term is defined
above} are not in place; ’

(vii) Forinvestment preperties situated in Evrope, annual fees of 0.20% of the fotal asset base, calculated on a quarteriy basis;

{viil) Share issue fees of 5% of the total gross proceeds raised in share issues of Hil, pravided that the Manager will assume all costs
related to such share issues (including selling commissions payable to mtermediaties, legal fees, marketing expenses, travel
expenses and additional out-of pocket expenses). No fees are payable by Hll to the Manager with respect to shares issued to a
vendor of a property acquired by Hil or private placements to related parties; and

(ix) Acquisition and disposition fees of 2.5% of the total acquisition or disposition price of the relevant property, provided however that, ()
in the context of a serles of transactions forming part of the same transaction, the 2.5% fee is only payable once based on the total
acquisition or disposition price, as the case may be; and {ii) the Manager will not be entitled o be reimbursed for any due diligence or
execution costs relafing fo any acquisitions or dispositions, whether successful or unsuccessful, including legal, accounting, financial
advisory and brokerage services as well as travel expenses and the cost of obtaining structural, environmental, title, and appraisal
reporis,

Subsequent to period end, the Company terminated the property and Asset Management Agreement, and has internalized management.

Related parly fransactions are recarded at their exchange amounts, being the amounts agreed to by the related parties.

SUBSEQUENT EVENTS
a) Subsequent to period end, the Board of Directors of the Company unanimously determined that the unsolicited non-binding proposal
submitted by the former Chairman and CEQ, Mr, Richard Homburg, on June 6, 2011, was not in the best interests of the Company.

b) Subsequent {o period end, Mr. Richard Hormburg, the former Chairman of the Board and CEOQ, anriounced his intention to launch a public
takeover bid for the Company at $3.25 per Class A share and Class B share, in cash. The offer, if and when made would be an insider bid
pursuant to Multilateral Instrument 61-101 in Canada and will further comply with Dutch takeover bids.

¢} Subsequent {o peried end, the Board of Directors of the Company terminated the master property and asset management agreement
between the Company and Homburg Canada Inc., with immediate effect. In addition the Company has internalized the positions of CEQ and
CFO.
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d) Subsequent to period end, the Company received a claim for damages from Homburg Canada Inc. for a non specified amount. The
Company terminated the master property and asset management agreemert as a result of a breach by Homburg Canada Inc. of its abligation
under the agreement and as such holds the position that no termination fee is payable to Homburg Canada Inc. and intends to contest
Homburg Canada inc.'s claim.

CRITICAL ACCOUNTING ESTIMATES

The preparation of the Company's consalidated financial statements requites management to make judgments, estimates and assumptions
that affect the reported amounts of revenues, axpenses, assets and liabifiies, and the disclosurs of contingent liabifities, at the date of the
financial statements. Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment fo the
carrying amount of assets or Habilities in future periods.

Judgments
In the process of applying the Company's accounting policies, management has made the following judgments which have the most significant
effect on the amounts recognized in the consolidated financial statements:

iy Operating lease commitments - Company as lessor.
The Cempany has entered into commercial and residential property leases on its invesiment property portiolic. The Company has
determined, based on an evaluation of the terms and conditions of the arrangements, that it retains all the significant risks and
rewards of ownership of these properties and so accounts for the contracts as operating leases.

i} Consolidation and proportionate consolidation of Limited Partnerships (L.P.s).
A large portion of the Company's investment properties are held in L.P.'s. In certain of these L.P.’s, the Company is the sole limited
pariner and it has been determined that the Company is able to exercise full control. Accordingly, these entities are consolidated. In
other paringrships, the Company's share is tess than 100%. Homburg LP Management Inc., a company direclly and indirectly
controlied by the former Chairman and CEO, acts as the general partner in all partially owned L.P.'s, except the Cedar jeint venture
in which the general partner is reiated to the minority limited partner. The Company has concluded that it is able to exercise joint
control over all entities which are less than $00% owned, primarily established by terms which require the unanimous consent of all
partners for major partnership decisions. Accordingly, these entities are proportionately consolidated.

Estimates and assumptions
in the process of applying the Campany's accounting policies, management has made the following estimates and assumptions which have
the most significant effect on the amounts recognised in the consolidated financial statements:

iy Valuation of investment properiies. Investment properties comprises real estate (tand or buildings or both) held by the Company in order to
earn rentals or for capital appreciation, or both, rather than far use in the production or supply of goods or services or for administrative
purposes or in the ordinary course of business, Investment properties are presented at fair value at the reporting date. Any change in fair
value is determined by using a combination of management's internal valuations and valuations from independent real estate valuation
experts, each in accordance with recognized valuation techniques. The techniques used comprise both the capitalized net operating
ncome method and the discounted cash flow method and include estimating, among other things, capitalization rates and future net
operating income and discount rates and future cash flows applicable to investment properties, respeciively. Management's internal
assessments of fair value are based upon internal financial information and are corroborated by capitalization rates obtained from
independent industry experts. Management's internal valuations and independent appraisal values obtainad are both subject to significant
judgment, estimates and assurptions about market cenditions in effect at the reporting date.

ii) Valuation of investment properties under development. Prospectively from January 1, 2009, investment properties being constructed or
developed are camied at fair value, to the extent that fair value is reflably determinable, with changes in fair value recognized in the
Consatidated Income Statement. To the extent that fair value is not reliably determinable, the property is carriad at cost until either the fair
value becomas refiably determinable or consiruction is completed, whichever s earlier. Fair value is determined by using a combination of
management's internal valuations and valuations from independent real estate valuation experts, gach in accordance with recognized
valuation techniques. The techniques used comprise both the capitalized net operaling income method and the discounted cash flow
method and include estimating, among other things, capitalization rates and future net operating income and discount rates and future
cash flows appiicable to investment properties, respectively. The fair vatue of land to be developed for future use as an investment
property is based on recent comparable market transactions, plus costs incurred that snhance the land value. Prior to January 1, 2008, the
Company applied the revaluation modet for its development properties {other than those being deveioped for resale). Under the
revaiuation made!, the development properties were valued at fair value if and when such value couid be refiably determined. If fair value
could not be reliably determined, the cost approach was followed. Under the cost approach the value of a development property was
estimated by summing the land value and the value of capital expenditures, including capitalized interest. The Company also assessed
these properties for impairment.

ii) Valuation of properties under development for resale. Properties under development for resale are carried at the lower of cost and net
realizable value. Net realizable value is the estimated selling price in the ordinary course of businass tess seiling costs and costs 1o
complete development. Estimated selling prices are supporied by recent comparable market transactions.

iv) Income taxes. Deferred tax assets are recognized for ali unused tax losses to the exient that it is probable that taxable profit will be
available against which the losses can be utilized. Significant management judgment is required to determine the amount of deferred tax
assets that can be recognized, based upon the likely timing and level of future taxabie profits together with future tax planning strategies.
In addition, the Company operates in a number of jurisdictions and its legal structure is complex. The computation of the Company's
income tax provision and deferred tax balances involves many factors inciuding interpretation of relevant tax legislation in each of the
jurisdictions in which the Company operates. When applicable, the Company adjusts the previously recorded tax provision and associated
tax assets and labilities to reflect changes in estimates and for any tax assessments levied.

v} Fair value of financial instruments. Where the fair value of financiat assets and financial liabilities recorded in the consclidated balance
sheat cannot be derived from active markets, they are determined using valuation technigues including the discounted cash flow model.
inputs to these models are taken from observable markets whera possible, but where this is not feasible a degree of judgment is required
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in establishing fair values. The judgments include considerations of inputs such as liquidity risk, credit risk and volatilily. Changes in
assumptions about these factors could affect the reported fair value of financial instruments.

Provisions. The Company has entered into certain operating lease commitments with respect 1o head leases which are potentially
onereus, depending on the Company's ability to recover its obligations through sub-leases with sub-tenants. The Company estimates the
amounts it may be able to recover using current market dala concerning leasing rates and tenant incentives and esfimates of time
expected to sub-lease any vacant space. Changes in assumptions about these factors could affect the reported amount of provisions,

vi

2

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

CHANGES IN ACCOUNTING POLICIES
The agcounting policies adopted are consistent with those of the previous financial year.

Future accounting standards and interpretations

The Company is evaluating the possible impact of a number of standards and interpretations issued by the IASB with an effective date after
the date of these consclidated interim financial statements. The following sets out oniy those items which may have a material impact on the
Company's consolidated financial statements in future periods.

IFRS 7 Financial Instrumenis Disclosure

IFRS 7 was issuad by the IASB on October 7, 2010 and contains amendmentis to ihe existing IFRS 7. The amendments {o IFRS enhances
disclosure requirements about transfers of financial assets. The amendments of IFRS 7 are effective for annual periods beginning on or after
Juiy 1, 2011,

{FRS 9 Financial Instruments

IFRS 9 was issued by the IASB on November 12, 2009 and will repiace IAS 38. IFRS 9 uses a single approach to determine whather a
financial asset is measured at amortized cost or fair value, replacing the multiple classification options in IAS 39. The approach in IFRS 9 is
based on how an entity manages its financial instruments in the context of its business model and confractual cash flaw characteristics of its
financiai assets. The new standard also requires that a single impairment method be used replacing the multiple methods in 1AS 39. The
standard is effective for annuat periods beginning on or after January 1, 2013. The Company is currently evaluating the impact of IFRS 9 on its
consolidated financial siatements.

IFRS 10 Consolidated Financial Statements )

On May 12, 2011 the [ASB issued IFRS 10, which will replace IAS 27 "Consolidated and Separate Financial Statements” and SIC-12
"Consolidation - Special Purpose Entities”. The new standard provides a single model for consolidation based on control, which exists when
and invester is exposed or has the right to variabie returns from #s involvement with the investee and has the current ability to affect those
returns through its power over the investee. The standard also provides guidance on how to evaluate power and requires that control is
assessed as facts and circumstances change. IFRS is effective for annual periods beginning on or afler January 1, 2013 with early adeption
permitted. The Company is currently evaluating the impact of IFRS 10 on its consolidated financial staterments.

IFRS 11 Joinf Arrangements

On May 12, 2011, IASB issued IFRS 11. The new siandard replaces I1AS 31 "Interest in Joint Ventures”. The new standard eliminates the
opfion to proportionately consofidate Interest in certain types of joint ventures. This may impact the jointly coniroiled entities which the
Campany currently preporticnality consolidated under IFRS. The new standard will be effective for the Company's year end beginning January
1, 2013. The Company is currently evaluating the impact of IFRS 11 on its consolidated financial statements,

IFRS 12 Disclosure of Interests in Other Entities

The IASEB issued IFRS 12 on May 12, 201 1. The standard included disclosure requiremants about subsidiarias, joint venturss, and associates,
replacing existing requirements. Additionat disclosures include judgments and assumptions made in determining how to classify involvements
with another entity, interest that non controlfing interests have in the consolidating entities, and the nature and risks associated with interests in
other entities. FAS 28 has been amended and will provide the accounting guidance for investments in associates and sets out the requirements
jor the application of the aquity method when accounting for investments in associates. This standard is effective for annual periods beginning
on or after January 1, 2013 with early adoption permitted. The Company is currently evaluating the impact of IFRS 12 on its consolidated
financiat staterments.,

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance for fair vaiue measurements, when fair value is permiited or required by IFRS. The standard
also requires enhanced disclosures when fair value is applied. The standard is effective for annual periads baginning on or after January 1,
2013. The Company is currently evaluating the impact of IFRS 13 on its consolidated financial statements.

IAS 12 Deferred Tax: Recavery of Underlying assets

In December 2010, the IASB made amendments to IAS 12, Income Taxes ("[AS 12"} that are applicable o the measurement of deferred tax
liabilities and deferred tax assels where investment property is measured using the fair value modet in 1AS 40, investment Property. The
amendments infroduce a rebuttable presumption that an investment praperty is recoverad entirely through sale. This presumption is rebutted if
the investment preperty is held within a business medel whose objectiva is to consume substanitally ail of the economic benefits embodied in
the investment property aver time, rather than through sale. The amendments to 1AS 12 are effective for annual pericds beginning on or after
January 1, 2012. The Company has not yet determined the impact of the amendrents 1o IAS 12 on its financial statements.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROLS QOVER FINANCIAL REPORTING

Disclosure controls and procedures within the Cempany have been designed to provide reasonable assurance that all relevant information is
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Wentified to senior management to ensure appropriate and timely decisions are made regarding public disclosure. The Company's
management, including the Chief Executive Officer {CEQ} and the Chief Financial Officer {CFO}, has designed internat controls over financial
reporting (as defined in the Canadian Securities Administrator's Nationai Insirument 52108 Certification of Disclosure in Issuers’ Annual and
Interim Filings) to provide reasonable assurance regarding the refiability of the Company's financial reporling and its preparation of financial
statemenis for exdernal purposes in accordance with Internationat Financial Reporling Standards (IFRS).

MANAGEMENT'S REPORT ON DISCLOSURE CONTROLS AND PROCEDURES AMD INTERNAL CONTROLS OVER FINANCIAL
REPORTING

Under the supervision of the Chief Executive Officer and the Chief Financial Officer, the operating effectiveness of the disclosure controls and
procedures and internal control over financial reporting were assessed using the criteria set forth by the Committee of Sponscring
Organizations of the Treadway Cornmission {"COS0") in Intemnal Control Over Financial Reporting - Guidance for Smalfer Pubiic Companies.
Based on these evaiuations, Management, including the CEO and CFQ conclude that as at June 30, 2011:

(i} Disclosure controls and procedures were effective to provide reasonable assurance that material information was made known ta
Management and information required to be disclosed by the Company in ils annual filings, interim filings and other reports filed by the
Corporation under securities legislations was recorded, processed, summarized and reported within the periods specified in securities
legislation.

(i} Internal controls over financial reporting were effective to provids reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with IFRS.

MATERIAL CHANGES IN INTERNAL CONTROLS OVER FINANCIAL REPORTING

‘There were no material changes in internal contrals over financial reporiing in 2011. With the previously announced recrganization of Homburg
fnvest Inc. into a public holding company, all internal control systems will be reassessed for operating effectivenass.

OTHER REQUIREMENTS

(a} Additional informatien relating to Homburg Invest, including our Annual information Form {AlF) is on our website at
www.homburainvest.com and at SEDAR at www.sedar.com.

{b) The Company conlinues to prepare its financial statements in accordance with Internationai Financial Reporting Standards and makes ils
financial statements available at SEDAR at www.sedar.com.

(¢} National Instrument 51-102, Section 5.4 Disclosure of Oulstanding Share Data. As at June 30, 2011, Homburg [nvest was authorized to
issue an unlimited number of Class A Subordinate Voting Shares, an unlimited nurmber of Class B Multiple Voting Shares and an unlimited
number of Class A and B preferred shares, issuable in series, with rights and priviteges to be delermined upon issue. On that date,
17,034,488 Class A Subordinate Voting Shares and 3,104,839 Class B Mulliple Voling Shares were issued for a recorded value of $700.4
miliion.

204t OUTLOOK AND PROPOSED TRANSACTIONS

Momburg invest continues to evaluate its land holdings and properties under development and is looking for opportunities to monetize its
positions.

The objective for the remainder of 2011 Is to reduce debt which will improve the net income of its portfolio, reduce its current debt 1o equity
ratios, and improve its injerest coverage ratio.

In addition, with the tightening of the capital markets, the Company considers it prudent lo raise cash and will therefore continue o expiore
various alfernatives 1o develop the underying value of its assets. These alternatives include a range of aptions, inciuding partnering with other
investors, sales of portions of specific assets or projects, delays in starting certain developments and the divestiture of underperforming
assets. The Company is currenily marketing its porifalio of eight grocery-anchored properties in the US Northeast and has sold 3 of the 7
Invesiment properties under development in the Calgary Alberta area for a gross purchase price of $39.7 million.

The resignations on March 22, 2011 of Richard Homburg as Chairman of the Board, Chief Executive Officer and Director and Richard Siolle
as President and Chief Operating Officer were accepied with regret.

The change in leadership presents an opporiunity for the Campany to make the transition fror an entrepreneurial organizational structure io a
more typical operating structure. As an example, the Company has formalized the investment committee process, an adjusiment thaf will
provide greater struclure fo the Company's decision-making processes relative io invesiments in its portfolio.

As economic factors improve, the Cempany is-focused orimproving the occupancy levels, and thus the net operating income of its Dufch and
Baltic States praperties. Germany continues to have sirong occupancy levels and solid net operating Income and is seeing the first results of
the recovery plan.

As outlined in the subsequent events sections, Mr. Richard Homburg, the fermer Chairman of the Board and CEQ, announced his intention to
launch a public takeover bid for the Company at $3.25 per Class A share and Class B share, in cash. Should he foilow through with the
announced intention, the bid would be an insider bid under Multilateral Instrument 61-101 in Canada, and must also cormply with legislation for
Dutch takeover bids.
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Management has presented a number of strategic options to the Board of Directors o transform Hi into a more viable, financially stable
campany with a long term strategic focus. Management developed these plans in collaboration with extemal consultants. The Board is

currently reviewing management’s recommendations,

In addifion, the Company announced subsequent to period end that it has terminated the master property and asset management agreement

with HMormburg Canada iInc.

"Signed”

Jan Schiningh, MBA
President and CEQ

"Signed"

James F. Miles, CA
Vice President and CFQ
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