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INDEPENDENT AUDITORS' REPORT

To the Shareholders of
Homburg Invest Inc.

We have audited the accompenying consolidated financial statements of
Homburg Invest Inc. (the “Company”), which comprise the consolidated
balance sheets as at December 31, 2010 and 2009 and the consolidated statements
of loss, comprehensive loss, changes in equity, and cash flows for the years then
ended, and a summary of significant accounting policies and other explanatory
information.

Management's responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial
Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

~ Auditors' responsibility

Our responsibility is to express anm opinion on these consolidated financial
statements based on our audits. We conducted our audits in accordance with
Canadian generally accepted auditing standards. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The procedures
selected depend on the auditors’ judgment, ineluding the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal
control relevant to the entity's preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity's internal control. An andit also inciudes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial staterments.
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We belisve that the audit evidence we have obtained in our audits is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material

respects, the financial position of Homburg Iavest Inc. as at December 31, 2010 -

and 2009 and the resulis of its operations and its cash flows for the years then
ended in accordance with Infemational Financial Reporting Standards as issued
by the International Accounting Standards Board.

Enmatts AL
Halifax, Canada, - ? Mf

March 31, 2011, Chartered Accountants
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Homburg Invest inc.
Consolidated Balance Sheet

December 31 December 31
(CAD $ thousands except per share amounts) Note 2010 2009
Assets
Non-current assets
investment properties 10, 27 $ 1,401,727 $2.739415
Investment properties under development 10 217,363 245,896
Investments, at fair market value 6 8,864 27,942
investment in an associate, at equity 7 191,702
Restricted cash 8 4,088 23,159
Deferred tax assets 16 3.316 26,715
1,832,060 3.083.127
Current assets
Cash and cash equivalents 13,617 32,569
Properties under development for resale g 36,932 73,957
Receivables and other 5 36,025 49,639
86,574 156,165
Assets classified as held for sale 18 144,247 72957
230.821 229,122
Total assets $ 2,062,881 $.3,292.249
Equity and Liabilities
Total equity 17 $_ 101,676 $__200.071
Nen-current liabilities
Long term debt 14 1,433,340 2,017,440
Derivative financial instruments 21 21,847 24,045
Deferred tax liabilities 15 40,055 31,474
Other fizbilities 1 10,340 12,838
Provisions 12 10,287 17,124
1,515.869 2,102,921
Current liabilities
Accounts payable and other liabilities " 102,783 195,891
Income taxes payable 18 8,243 13,760
Construction financing 13 40,231 94,999
Current portion of fong term debt 14 185,168 624,284
Provisions {2 16,922 18,865
353,347 945,899
Liabilities associated with assets classified as
held for sale 16 91,989 43358
445,336 989,257
Total liabilities 1,961,205 3,002,178
Total equity and liabifities $ 2,062,881 $.3.292.249
Basis of financial statement presentation 1
Commitments 24
Contingent liabitities 25
Subsequent events 29

Approved by the Board, March 31, 2011

“Siqned"
Michael Arnold
Director

"Signad”

Edward P. Ovsenny

Director

The accompanying notes are an integral part of these consolidated financial statements prapared in accordance with IFRS.



Homburg invest Inc.
Consolidated Statement of Loss
Year Ended December 31

{CAD § thousands except per share amounts) Note 2010 2008
Property revenue 27 5 133,004 $ 175,579
Sale of properties developed for resale 15,061 110,274
Total revenues 148,065 285853
Property operating expenses 27 25,628 32,663
Cost of sale of properties developed for resale 21,369 157,657
46,997 190.320

Cross income from operations 101,068 95,533
General and administrative {14,820) {14,238)
Stock based compensation {38) (148)
Other income, net 6,422 1,602
Dividend income 431 1,538
Share of income of an associaie 7 {12,628)
Gain on sale of investments 3,600 2,239
Gain on sale of subsidiary 19 107,164
Impairment on properties

under development for resale 9 {7,811) (27,779)
Net adjustment to fair value of:

Investment properties 10 (31,112} (312,227}

Investment properties under development 10 (16,777) (48,707)

Held for trading financial assets 6, 21 88 (1,187)

Derivative financial instruments 21 (677) (7,488)
Interest expense 11,14 (110,648) (124,614)
Foreign exchange gain ] 20,147 24,201
Change in provision 12 5,161 {34,089}
income (foss) from continuing operations before

income taxes 49,520 {445.359)
Income tax expense (recovery) 15 31,197 (83.482)
Net income (foss) from continuing operations 18,323 (361,877}
Net loss from discontinued operations aiter tax 16 (106.377) {87.385}
Net loss $__{88.054) $_(449,262)
Earnings (loss) per share 18
Per Class A Subordinate Voting Share and Class B Multiple Voting Share:
Basic and Dituted

Net earnings {loss) from continuing operations 5075 ${18.33)

Net loss from discontinued operations $ (5.27) 5 (441

Net loss per share §_{4.52) $.(22743

The accompanying notes are an integral part of these consolidated financial statements prepared in accordance with IFRS.
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Homburg Invest inc.
Consolidated Statement of Comprehensive Loss
Year Ended December 31

{CAD § thousands except per shars amounts) 2010 2009
Net loss $__(88.054) $_(449 262)
Other comprehensive (loss) income :
Unrealized foreign currency transiation loss {48,030) (83,918)
Realized foreign currency translation loss 19 {24,407)
Deferred income tax recovery 15, 17 9410 50,775
(63,027) (33.141)
Foreign currency gain on financial instruments
designated as hedges of self sustaining foreign operations 49,750 51,485
Disposal 3,163
Deferred income tax expense {7.820)
44,993 51,485
Change in fair value of available for sale financial
assets 21 231
Other comprehensive (loss) income 17 {18.034) 18,575
Comprehensive loss $_{106,088) $_(430,687)

The accompanying notes are an integral part of these consolidated financiat stalements prepared in accordance with [FRS.



Homburg Invest Inc.

Consolidated Statement of Changes in Equity
Year Ended December 31

{CAD § thousands except per share amounts)
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December 31, 2008 11,489 €98,539 7,206 649 {106,980) 610,399
Comprehensive income (loss) 18,575 {449,262} (430,887)
Dividend re: DiM Vastgoed N.V. dividerd
guarantee (260) (260)
Homburg Capital Securities A (Note 17d} 22,946 {1.627) 21,318
Acquisition & cancellation of own shares {6,750) 5,404 (1,3486)
Siock based compensation 146 148
December 31, 2008 34,435 691,785 12,786 19,224 (558,129} 200,071
Equity contribution (net of tax) (Note 23j) 4,832 4932
Comprehensive loss (18,034} {88,054} {106,088)
Shares issued re DIM 2010 {11,489) 11,489
Acquisition & cancellation of own shares {2,240) 1.821 (418)
Homburg Capital Securities A (Note 17d) 6,225 (3,133} 3,002
Stock based compensation 88 88
December 31, 2010 $__ 29171 $_701,034 $ 18597 §_  1.190 $_(649316) § 101.676

The accompanying notes are an integral part of these consolidated financial statements prepared in accordance with IFRS.
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Homburg Invest inc.

Consclidated Interim Statement of Cash Flows

Year Ended December 31

{CAD § thousands except per share amounts) Note 2010 2009
Cash obtained from {used in}
Operating activities
Net income {foss) from continuing operations $ 18,323 $ (361,877)
[terns not affecting cash:
Gain on sale of subsidiary {107,164}
Gain on sale of investments {3,600) (2,239)
Fair market value changes on:
invesiment properties 31,112 312,227
development properties. 16,777 48,707
impairment loss on properties
under development 7,811 27,779
Change in provisions 12 {5,161) 34,089
Loss on derivative instruments 677 7,486
Distribution income from associate 8,188
Amortization of financing fees 4,703 3,920
Loss from associate 12,628
Deferred rental income (4,849) {6,722)
Deferred income taxes 42,794 {79,106}
Stock based compensation 88 146
Fair value change in financial assets {88) 1,187
Accretion of discounted liabilities 1,453
Forgign exchange gain (20.147) (24 261)
2,092 (37,151}
Change in non-cash working capital and other 20 (22,354) 91.311
Net cash (used In) fram continuing operations {20,262) 54,160
MNet cash from discontinued operations 16 3,744 3,522
Net cash {used in) from operating activities {16.518) 57.682
Investing activities
Investment in investment properties (1,908) (1,951)
Decrease in restricted cash 639 2,576
Proceeds on sale of investments 10,340 13,946
Purchase of long term investments (1,079)
Investment in development properties {44,644) (42,818)
Discontinued operations 16 103,332 {24.969)
Net cash used in investing activities 66,680 {53.016)
Financing activities
Decrease in demand loans (41,648) {10,468)
Increase (decrease) in mortgages payable 1,307 (23,373}
Proceeds {repayment) from bonds (51,429) 11,043
Increase (decrease} in related party receivable 10,220 (10,220}
Increase (decrease) in deferred financing charges 2,499 (2.318)
Repurchase of common shares and Issue costs (419} (1,346}
Decrease in related party payable {3,556) {14,180}
Increase (decrease} in construction financing 3,925 (7.434)
Homburg Capital Securities A proceeds 17d 4,598 37,1186
Discontinued operations 16 5,389 32,724
Net cash from financing activities (69.114) 11,544
increase {decrease) in cash (18,952} 16,210
Cash, beginning of year 32,569 16,358
Cash, end of year $_ 13617 $___ 32569

Supplemental cash flow information 20

The accompanying notes are an integral part of these consolidated financial staterents prepared in accordance with IFRS.



Homburg Invest Inc.

Notes to IFRS Consolidated Interim Financial Statements
December 31, 2010 and 2009

(CAD $ thousands except per share amounts}

1. Basis of financial statement presentation

Homburg Invest inc. {the "Company"} is a Canadlan resident corporation which trades on the Toronto Stock Exchangs ("TSX") as well as the
NYSE Euronext Amsterdam (*AEX"™. To comply with TSX and AEX reparting requirements, these consolidated financial statements have been
prepared in accordance with internationat Financial Reporting Standards (IFRS") as issued by the International Accounting Standards Board
on a historical cost basis, except for investment properties, 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 OSC
to file IFRS financial statements to meet its Canadian reporting obligations effective June 30, 2010.

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

The Company has been negatively impacted by continuing globat economic conditions which have resulled in a decrease in real estate
transactions and declining real estate values. The Company incurred net losses of $88,054 and $449,282 for the years ended December 31,
2010 and 2009, respectively, and is highly levered with a debt to equity ratio of 16.55:1 at December 31, 2010 (Note 22) and an interest
coverage ratio of below 1:1 for the year ended December 31, 2010 .

The Company's liquidity risks are more fully described in Note 21, Through June 2012, the Company faces maturities of its mortgage bonds
totafling €102,480 ($135,8486), in addition to regulariy scheduled principal payments and maturities related to other mortgage debts.

The Company will seek to extend lhe maturity or otherwise refinance amounts due on its morigage bonds through the issue of new mortgage
bonds. However, there is no certainty that these efforts will be successful. Subsequent to year end the Company arranged new thresholds for
the interest coverage and tangible net worth covenants in respect of its junior subordinate notes amounting to $53,145 at December 31, 2010.
The new interest coverage requirement is 0.8:1 and the new minimum tangible net worth requirement is $100 miltion throughout 2011, These
thresholds increase gradually after December 31, 2011 thru December 31, 2015. The Company anticipates it will be batow these thresholds in
the first quarter of 2011 in which case the lender would have the right to dernand repayment.

The Company could meet refinancing shortfalls through the sale of development assets, income producing properties, or additional units of
Homburg Canada REIT ("HCREIT"). However, the Company’s liquidity needs may limit its ability to maximize the price to be realized on such
asset sales. The Company expects that it will be abte to refinance its other morigage maturities at similar amounis and terms.

The Company successfully completed the initial public offering {“IPO") of HCREIT, which now holds the Company's Canadian incoms
producing real estate assets and related mortgage debt. As of year end, the Company has a 33.7% interest in HCREIT, however, subsequent
10 year end the Company sold 2.5 million of the units for net consideration of $26,800 which was used by the Company to reduce debt and for
general operating purposes {Note 23),

As a result of the Company's limited parinership structure, with respect to certain debis the recourse of the lender is generally limited to the
specific assets held in or below the limited parinerships (“ring fenced structure”™). However, the Company's mortgage 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 basis which contemplates the Company having sufficient
fiquidity to realize its assets and to discharge its liabilities in the normal course ¢f business for the foreseeable future and do not give effact fo
any adjustments to recorded amounts and their classification should the Company be unable to realize its assets and discharge its liabilities in
the normal course of business and at the amounts reflected in these consolidated financial statements.

2. Corporate information

Homburg Invest Inc., a corporation incorporated under the laws of Alberta, Canada, is Histed on The Toronto Stock Exchange ("TSX") and the
NYSE Eurcnext Amsterdam ("AEX"). The Class A Subordinate Vofing Shares irade under the symbel "HILA", and ihe Class B Multiple Veting
Shares trade as "HILB" on the TSX and ihe Class A Subordinate Voting Shares trade under the symbol "HII" on the AEX. The principal place
of business is 1741 Brunswick Street, Suite 600, Halifax, Nova Scolia B3J 3X8, Canada. These consolidated financial statements were
authorized for issue in accordance with a resolution of the board of direciors on March 31, 2011, and are subject o approval by the
shareholders at the Company's annual general meeting.

The Company is directly and indirectly controlled by Mr. Richard Homburg, the former Chairman and Chief Executive Officer ("CEQ"), thraugh
holding companies. The Company and its subsidiaries lease, build and sell commercial and residential real estale interests located in Canada,
Germany, The Netherlands, the Baltic States (Lithuania, Estonia and Latvia) and the United States of America ("USA").
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Homburg Invest Inc.

Notes to IFRS Consolidated Interim Financial Statements
Decernber 31, 2010 and 2009

{CAD $ thousands except per share amounts)

3. Changes in accounting policies and future applicable accounting standards
The accounting policies adopted are consistent with those of the previous financial year, except as follows:

IFRS 3 {Revised) Business Combinations and IAS 27 (Armended) Consolidated and Separate Financial Statements

These revisions / amendments are effective for fiscal years beginning on or after July 1, 2008 and must be adopted concurrently. The revision
to IFRS 3 clarifies the distinction belween a business combination and an asset acquisition and requires that transaction costs incurred on
business combinations be expensed when incurred, which will impact the amount of goadwill recognized and the reported results in the period
an acquisition occurs and prospectively. The amended 1AS 27 clarifies the circumstances under which an entity must consclidale another
entily; the accounting for changes in the level of ownership of a subsidiary, including loss of control; and, the required disclosure regarding the
nature of the relationship. The adoption of these accounting policies did not have any impact to the financial pasition or the performance of the
Company.

4. Summary of significant accounting policies

General and consolidation

The consolidated financial statements are prepared in accordance with International Financial Reporting Standards as issued by the
International Acceunting Standards Board (IASB). The consolidated financial staternents comprise the financial statements of the Company,
and ihe entities that it controls, as at December 31 each year. Control is present when a company has the power, direclly or indirectly, to
control the financial and operational policies of the controllad entily. In determining control, the effect of potential voting rights existing as at the
balance sheet date are taken into account. The Company consolidates the entities that it controls from the moment it achiaves control until the
time this control ceases, Enfities subject to joint control arrangements are proportionately consolidated based upon the Company's interest
{Note 28). The financial statements of the consolidated and proporiionately conselidated entities are prepared for the same reparting year as
the parent company, using consistent accounting policles. All intra-group balances, transactions, income and expensaes resulting from intra-
group transactions are eliminated in full.

investrnent properties

The Company applies 1AS 40 - Investment Property and has chosen the fair value method of presenting its inveslment properties in the
financial stalements. Fair value represents the amouni at witich the properties could be exchanged between a knowledgeable and willing
buyer and a knowledgeable and willing seller in an arm's length transaction at the date of valuation. The fair value of investmeant properties is
based on valuations by a combination of indepsndent appraisers and management estimates plus any capifal additions since the date of the
most recent appraisal. Management regulardy underiekes a review of its investment property revaluation between appraisal dates o assess
the continuing validity of the underlying assumptions such as cashflow and capitalization rates. These assumptions are tested against market
information obtained from independent industry experis. Where increases or decreases are warranted, the Company adjusts the carrying
values of its investment properties. Properly interests held under operating leases are not treated as investment properties,

Investment properties under development

The Company has adopted the amended 1AS 40 - Investment Property, which now inciudes, within its scope, properties being construcied or
developed for future use as an investment property. Investment properties under development are carried at fair value, to the exient that fair
value is reliably determinable. To the extent that fair value is not reliably determinable, the property is carried at cost until either the fair value
becomes refiably determinable or construction is completed, whichever is earlier. Changes to the carrying value are recognized threugh the
consolidated income statemeant.

Properties under development for resale

Properties being developed for resale are accounted for in accordance with IAS 2 - Inventories and are carried at the lower of cost and net
realizable value. Net realizabte value is the estimated selling price in the ordinary course of business less selling costs and costs to complete
development. To the extent that there have been write downs to net realizable value, the reversal of these write downs is recognized in the
subsequent period should net realizable value recaver.

Capitalization of costs

The Company capitalizes investment praperty acquisition costs incurred at the time of purchase. For properties being developed for future use
as an investment property and construction properties being developed for resale, the Company capitalizes all direct expenditures incurred in
connection with the acquisition, development and construction. These expenditures consist of all direct costs and borrowing costs on debt
directly atiributable to a specific property, including borrowing costs incurred on the debt prior to the full ufilization of the debt for the project.
Borrowing costs are offset by any interest earned by the Company on borrowed funds prier to utilization. The development peried commences
when expenditures are being incurred and aclividies necessary to prepare the asset for its intended use are in progress. Capitalization ceases
when the asset is ready for its intended use.

Revenue recognition

Management has determined that all of the Company's leases with its various tenants are operating leases. Minimum rents are recognized on
& straight-line basis over the lerms of the relaled leases. The excess of rents recognized over amounts contractually due is included with
invesiment properties on the Company's consolidated balance sheet. The leases also typically provide for tenant reimbursements of cammon
afea maintenance, real estate taxes and other operating expenses, which are recognized as property reventie in the period earned.

Revenue an construction projects is recorded using the percentage of completion methed and is included in sale of properties developed for
resale in the consclidated income staterment. Completion is measured based on the extent of work completed in relation 1o the totat project.




Homburg Invest Inc.

Notes to IFRS Consolidated Interim Financial Statements
December 31, 2010 and 20092

(CAD § thousands except per share amounts)

4. Summary of significant accounting policies {cont.)

Revenue from the sate of properties developed for resale, including condominium units, is recorded upon completien when sale proceeds and
costs can be refiably measured, collection of sale proceeds is reasonably assured, and all other significant criteria respecting transfer of risks
and rewards of ownership are met which is generally based on an-assessment of the terms of each significant construction canfract.
Construction properties which have been sold but for which these eriteria have not been satisfied are included in construction preperfies being
developed for resale in the consolidated balance sheet. There were no such properties at December 31, 2010 or December 31, 2009,

The Company has concluded that it is acting as a principal, as opposed to an agent, in all of its revenue arrangements.

Income faxes

The Company follows the tax liability method for determining income taxes. Under this method, deferred tax assets and liabilities are
determined based on temporary differences between the carrying amounts and tax bases of specific balance sheet items. Deferred lax assets
are recognized for all deductible temporary differences to the exient it is probable that taxable profit will be available against which the
deductible temporary differences can be utilized. Deferred tax liabilities are recogrized for all taxable temporary differences. Deferred tax
assets and liabilities are measured based on enacted or substantively enacted tax rates and laws at the date of the financiai statements for the
years in which these temporary differences are expacted to reverse, and adjustments are recogrized in earnings as they ocour,

Cash and cash equivalents

Cash and cash equivalents include cash on hand and balances with banks, net of bank overdrafts with a right of offset, and highty liquid
temporary money market instuments with original maturiies of three months or less, Bank borrowings are considered to be financing
activities.

Foreign currency

Operations outside of Canada use their functional currency for recording all transactions. The financial statements of these foreign subsidiaries
are translated using the current rate method, whereby assets and liabllities are translated fo Canadian dollars at year-end exchange rates
while revenues and expenses are converted using the iransaction date which is typically represented by average exchange rates. Gains and
losses arsing on translation of these subsidiaries are inciuded in accumulated other comprehensive income within shareholders' equity. For
transactions denominated in other than an entity's functional cuirency, monetary assets and liabilities are translated at current rates and
revenues and expenses are translated using the {ransaction date rate which is typically represented by average exchange rates for the period,
and gains and losses are included in earnings of the applicable reporting perfod.

Stock options and coniributed surplus
The Company has an equity-setiled stock-based compensation plan (Note 17). Grants under this plan are accounted far in accordance with
the fair value based method of accounting for such plans.

Long ferm investments
Long term investments are classified as held for trading and measured at fair value, with any changes during the year being included in the
determination of net income. :

invastments in an associate

The Company holds a significant influence investment in Homburg Canada Real Estate Investment Trust ("HCREIT"). As the Company i

intends to hold the invesiment long term the investment is accounted for using the equity method in accordance with IAS 28 - Invesiments in
Associates. Under IAS 28 the investment is initially recognized at cost and the carrying amount is adjusted to recognise the Company’s share
of the profit or loss of HCREIT at each subsequent reporting period. The carrying amount of the investment is reduced for distributions the
Company recelves.

Derivative financial instrumentis

The Company has entered into interest rate swaps in order 1o manage the impact of fluctuating interest rates on certain of its jong term debt.
The current interest rate swaps do not qualify for hedge accounting and are adjusted to fair value and recognized in net income in the
reparting period. The Company also has entered into currency guarantee agreements refated to mortgage bonds payable. These derivative
financial instruments are adjusted o fair value in net income in the reporting pericd.

Finarncial asset recagnition
The Company applies settlement date accounting to the purchase and sale of financial assets. Under selilement date accounting, the
recognition or derecegnition of an asset oceurs when the asset is delivered to or by the Company.

Determination of cost of sales

The cost of sales of condominium units is determined using the net yield method. The total estimated cost of the completed development
project is allocated betwaen the units prorated on the selling price of the unit compared with the estimated tofal selling price of the entire
project.

Long ferm debt

Long term debt is initially recognized at fair value less directly attributable transaction costs. After inital recognition, long term debt is
subsequently measured al amoriized cost using the effective interest rate ("EIR"} method. Gains and losses are recognized in the
consolidated income statement when the liabilities are derecognized as well as through the EIR amortization process. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR calculation. The
amortizaiion is included in finance costs in the consclidated income stalement.
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Homburg Invest Inc.

Notes to IFRS Consolidated Interim Financial Statements
December 31, 2010 and 2009
{CAD $ thousands except per share amounts)

4. Summary of significant accounting policies {cont.)

Significant aceounting judgments, estimates and assumptions

The preparation of the Company's consolidated financial statements requires management fo make judgments, estimates and assumptions
that affect the reported amounts of revenues, expenses, assels and llabilities, and the disclosure of contingent liabilities, at the date of the
financial statements. Uncerlainty about these assumptions and estimates could result in outcomes that require a material adjustment to the
carrying ameunt of assets or Eabilities in fulure pertods.

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

0

Operating lease commitments - Company as lessor. The Company has entered Into commercial and residential properly leases on its
investment property portfolio. The Company has determined, based on an evaluation of the terms and conditions of the arangements, that
it has not transferred substantially all the significant risks and rewards of ownership of these properties and so accounts for the contracts
as operaling leases.

Consolidation and proportionate consolidation of Limited Partnerships (L.P.'s). A large porion 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 partner and it has been determined that the Company is able to
exarcise full control. Accordingly, these entities are consolidated. In other partnerships, the Company's share is less than 100% (Note 28),
Homburg LP Management inc., a company directly and indirectly controiled by the former Chairman and CEOQ, acts as the general pariner
in all partially owned L.P.'s, except the Cedar joint venture in which the general partner is related to the minerity limited partner. The
Company has concluded that it is able to exercise joint control over all entities which are jess than 100% owned, primarily established by
terms which require the unanimous consent of all pariners for major partnership decisions. Accordingly, these entities are proportionately
consolidated.

Estimates and assumptions
In the proceass of applying the Company's accounting poficies, management has made the following estimates and assumptions which have
the most significant effect on the amounts recognised in the conselidated financial statements:

i

ii}

iii}

Valuation of investment properties. Investment properties comprises real estate (land or buildings or hoth} held by the Cempany in order to
eam rentals or for capital appreciation, or both, rather than for use in'the production or supply of goods or services or for administrative
purposes oF in the ordinary course of business. investment properties are presented at fair value at the reporting date. Any change in fair
valug is determined by using a combination of management's internal valuations and valuations from independent real estate valuation
experts, each in accordance with recognised valuation techniques. The fechniques used comprise both the capitalized net operating
inceme method and the discounted cash flow method and include estimating, among other things, capitalization rates and future net
operating income and discount rates and fufure cash flows applicable to investment properties, respectively. Management's internal
assessmenis of fair value are based upon internal financial information and are corroborated by capilalization rates obtained from
independent industry experts. Management's internal valuations and independent appraisal values oblained are both subject to significant
judgment, estimates and assumptions about market conditions in effect at the reporting date.

Valuation of investment properties under development. investment properties being construcled or developad are carried at fair value, to
the extent that fair value is refiably determinable, with changes in fair vatue recognized in the Consolidated income statement. To the
extent that fair value is not reliably determinable, the property is carried at cost until either the fair value becomes reliably determinable or
construction is completed, whichever is eatlier. Fair value is determined by using a combination of management's intermnal valuations and
valuations from independent real estate valuation experts, each in accordance with recognised valuation techniques. The techniques used
comprise both ihe capitalized net operating income method and the discounted cash flow method and include estimating, among other
things, capitalization rates, future net operating income, project costs o complete, discount rates and futute cash flows applicable to
investment properiigs, respectively. The fair value of land to be developed for future use as an investment property is based on recent
comparable market transactions, plus costs incurred that enhance the land value.

Valuation of properties under development for resale. Properties under develapment for resale are carried at the lower of cost and net
realizable valug. Net realizable value is the estimated sefling price in the ardinary course of business less selling costs and costs to
complete development. Estimated selling prices are supported by recent comparable market transactions.
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Homburg Invest Inc. |
Notes to IFRS Consolidated Interim Financial Statements . tJ
December 31, 2010 and 2008

(CAD § thousands except per share amounts}) ’ o

4, Summary of significant accounting policies (cont} —

W) Income taxes. Deferred tax assets are recognized for ali unused tax losses to the extent that it is probable that taxable profit will be”
available against which the losses can be ufilized. Significant management judgment is required to determine the amount of defatred tax |
assels that can be recognized, based upon the likely timing and level of future laxable profits together with future tax planning strategles. |
In addition, the Company cperates in a number of jurisdictions and its legal structure is complex. The computation of the Company's -
income tax provision and deferred lax batances involves many factors including 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 liabilities 1o reflect changes in estimates and for any fax assessments levied. ‘
v) Fair value of financial instruments. Where the fair value of financial assets and financial liabilittes recorded in the consolidated balance -
sheet cannot be derived from active markets, they are determined using valuation techniguss including the discounted cash flow model.
Inputs to these modats are taken from observable markets where possible, but where this is not feasible a degree of judgment is required M
in establishing fair values. The judgments inciude considerations of inputs such as liquidity risk, credit risk and volatility. Changes in [ l
assumptions about these factors could affect the reporied fair value of financial instruments. |
vi) Provisions. The Company has entered into certain operating lease commitments with respect to head leases which are potentiaily -
onerous, depending on the Company's ability to recover its obligations through sub-leases with sub-tenanis. The Company estimates the |
amounts # may be able 1o recover using curreni market dala concerning leasing rates and tenant incentives and estimates of time .
expected to sub-lease any vacant space. Changes in assumptions about these factors could affect the reported amount of provisions. L
o
5. Receivables and other { ;
2010 2003 =
Trade receivables $ 27,955 $ 35,341
Notes receivable 1,601 .
Prepaids 661 2477 !
Related party receivable (Note 23§, p) ‘ 7.409 10,220 i
$ 36,025 $ 49639 —
6. Investments, at fair market value | i
2010 2009 L
Cedar Shopping Centers, Inc. (a} $ 564 $ 607
HEEF B.V. (b) 7,221 8,605
DEGIL.P. {c) 13,059
Homburg MediArena B.V, {d} 1,079
DiM Vastgoed N.V., Octaber 2010 closing {e) 5671
5 8,864 $ 27,942
- 1
|
{a) The Company holds 50,000 (December 31, 2009 - 50,000} common shares of Cedar Shopping Centers, Inc. ("Cedar") a real sstate rf

investment trust fisted on the New York Stock Exchange (NYSE: CDR). The invesiment is carried at fair value.

(b) The Company holds a 20% interest in Homburg Eastern European Fund B.V. ("HEEF B.V."), which primarily owns properties currently

{c)

under devetopment in the Baltic States. HEEF B.\.'s financial statements, prepared in accordance with IFRS using the fair value madel for
investment properties, are used {o determine the fair value of the Company's investment based on its ownership interest in the net assets
of the B.V. The Company does not havs the ability 1o participate in the financial and operating policy decisions of HEEF B.V,, and as such
does not appiy equity accounting to its investment.

The investment in DEGI L.P. represented 10% of the limited partnership units. This investment was sold as part of the HCREIT
fransaction.

{d) The Company holds a 0% interest in Homburg MediArena B.V., which owns an invesiment properiy in the Netherlands. The Company

does not have the ability to participate in the financial and operating policy decisions of Homburg MediArena B.V., and as such does nat
apply equity accounting to its investment (Note 23).

(e} At December 31, 2009, the Company had an investment in DIM Vastgoed N.V. {"DIM"), a real estate investment company listed on the

NYSE Euronext. The investment consisted of deposit receipts representing 766,573 shares of DIM which, during 2010, were converied to
536,601 Equity One shares and subsequently sold for proceseds of approximately USD §10.3 miflion (CAD $10.3 million)
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Notes to IFRS Consolidated Interim Financial Statements
December 31, 2010 and 2009

(CAD 3 thousands except per share amounts)

7. Investment in an associate, at equity

2010
Homburg Canada Real Estate investment Trust {33.7% interest)
Balance, beginning of the year $ NI,
Acquisition of investment 212,518
Distributions received {8,188}
Deemed disposition {12,693}
Share of net income 65
Balance at December 31, 2010 $__ 191,702

On May 25, 2010, the Company obtained a significant influence investment in HCREIT. On Qctober 27, 2010 HOREIT completed a public
offering of units on a bought deal basis, this issue resulted In a deemed disposal of the Company's investment and a decrease in ownership
from 41.2% to 33.7%. The company holds 33.70% of the HCREIT units at December 31, 2010.

Subsequent to year end on February 23, 2011 the Company participated in a public offering of Units with HCREIT on a bought deal basis.
The Company sold 2,500 units for gross proceeds of $28,500 which will resull in a deemed disposition loss of approximately $91,500. The
underwriters exercised their over-alloiment option, resulting in a total of 8,598 units being issued. The issus by HCREIT and sale by H
brought HII's voting ownership in the REIT from 33.7% to 23.1% (Note 29).

The Company's share of the resulis of the associate and its aggregated assets and liabilities as at and for the vear ended December 31, 2010
urwler IFRS are as foliows:

2010
Nen-current assets $ 382,524

Current assets 20,671

§__413,105
Non-current lighilities $ 214,442
Current liabilities

$__224.538
Revenue . $ 33,182
Net income before bargain purchase gain $ 65
Bargain purchase gain 3 69,380

The acquisition 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 frading price at that date. In addition, the acquisition amount inciudes $69,380 million refating to & bargain purchase gain based on the
Company's share of the fair value of the net ideniifiable assets of HCREIT.

The fair market value of the investment at December 31, 2010 was $158,598 based on published price quotations for HCREIT (TSX:
HCR.UN).

The bargain purchase gain arises primarily as a result of the fair value of the invesiment properties now hetd by HCREIT. As a result of the
bargain purchase gain, the current carrying amount of the investment in HCREIT exceeds the current trading price of the HCREIT uniis held.
Should the Company decide to sell all or a portion of the HCREIT units at or near their current trading price, it would recagnize a loss. The
Company wiil assess at each reporting date whether there is any objective avidence that its investment is impeired. The Company considers
the impairment indicators in 1AS 39 - Financial Instruments. A loss event giving rise to this evidence is one ihat occurs after the investment is
first recognized and impacts the expected future cash flows lo be generated from the investment. if a loss event occurs, the Company will
determine the recoverable amount of ils investment in accordance with IAS 36 - Impairment. At December 31, 2010, no such loss event has
occurred. Should a loss event arige in the future, the Company may be required to recognize an impairment foss.

8. Restricted cash

Restricted cash includes deposits on real estate properties, refundable commitment fees, security deposits and reserve accounts retated to
certain borrowing arrangements.

13



Homburg invest Inc.

Notes to IFRS Consolidated Interim Financial Statements
December 31, 2010 and 2009

{CAD $ thousands except per share amounts)

9. Properties under development for resale

2010 2008
Balance, beginning of year $ 73,957 $ 194,638
Construction and development costs capitalized 627 80,864
Digposals (Note 23 p) (8,472)
Capitalized interest 5214
Impairment loss (7,.811) {27.,779)
Net transfers to investment properties under development {21,323}
GCost of propertias sold {21,369) {157 657)
Balance, end of year $ 36,932 $ 73957

The Comparly classifies its construction properlies under development for resale as cuent agsets. The Company expects these properties to
be completed within their normal operating cycle for such properties, which may extend beyond one year. The Company's construction
properties under development for resale include condominium developments that have yet to fully realize their cash flow from sales of units.
Capitalized interest in the prior year relates to a property classified as a property under developraent for resale in the prior year which has
been reclassified to Investiment property under development. There was no capitalized interest in the current year.

10. investment properties

Investment Investment Praperties
Properties Unider Development
2010 2002 2010 2008
Balance, beginning of year $ 2,733,415 § 3540744 $ 245896 $ 224,285
Acquisition through purchases 4,150
Capital expenditure 4,948 34,299 27,615 31,857
Capitalized interest 16,953 12,988
Deferred rental receipts 5,286 5,208
Disposals and lransfers to assets held for resale (Note 19 & 23p) (1,117,939} (141,297) {56,324)
Currency translation adjustment {198,871} (293,578)
Net transfers from properties under development for resale 21,323
Unrealized fair value adjustment {31,112} (444 S61) {16,777} {48.7G7)
Balance, end of year $_ 1401727 $ 2738415 $ 217,363 $___ 245,808

Investment properties are stated at fair value using the following methods, estimates and key assumptions:

{iY External appraisals

Al December 31, 2010 extarnal appraisals were obtained for investment properties with an aggregate fair value of $1,256 million (2009 -
$2,281 million) representing 92.5% (2008 - 83.3%] of the fair value at that date, and for an aggregate fair value of $88 million (2008 - $186
million} for investment properties under development, representing 45.1% (Decembar 31, 2009 - 75.6%) of the fair value at that date.

(it} Discounted Cash Flow Method of Valuation

Under this method, discount rates are applied to the annuat aperating cash flow (property revenue less property operating expenses). The key
assumption is the discount rate for each specific property. The Company received capitalization rate reports from external knowledgeable
property valuators and discount rates were derived from these reports. The discounted cash flow method of valuation was reconciled to the
capitalized net operating income method using capitalization rates to ensure valuation accuracy and reasonableness. To the extent that the
externaily provided capitalization rates or discount rates change from one reporting period to the next; or should another rate within the
provided ranges be more appropriate than the rate previously used, the fair value of the investment properties would increase or decrease
accordingly. The Company ulilized the following weighted average capitalization rates or discount rates and has determined that an increase
(decrease) in the applied capitalization rate or discount rate of 0.10% in any of its geographic segments would result in an increase or
decrease in the fair value of the Investment properties, as follows:

14
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Notes to IFRS Consolidated Interim Financial Statements
December 31, 2010 and 2009
{CAD § thousands except per share amounts)

190. Investment properties (cont.)

As at December 31, 2010 As at Becernber 31, 2008

Average impact of 0.10% change Average Impact of 0.10% change

Capitalization Rate Increase Dacrease Capitatization Rate Increase Decrease

Germany 633% § 11,685 $ 12,081 584% 8 14,673 $ 15,184
The Netherlands 7.46 % 5,221 5,353 775 % 6,568 8,739
The Baltic States 7.89 % 2,607 2,674 B.44 % 2,748 2,814
Canada % 728% 13,163 13,530
LSA 8.6 % 251 256 856 % 1,669 1.709
Qverall 708% & 19,764 k) 20,344 T08% § 38,821 $ 39,976

The Company has delermined, based on the capitalization rates used, that an Increase (decrease) in the net eperating income of $1,000 in
any geographic segment would result in an increase (decrease) in the fair value for that segment ranging between $11,614 and $15,809
(December 31, 2009 - between $11,683 and $17,112).

Investment properties include one property (December 31, 2008 - one property) with a fair value of $592,540 (December 31, 2009 - $676,850)
where there is a purchase option exercisable by the tenant in 2020 for EUR €282 million.

11. Accounts payable and other liabilities

2010 2009
Current amounts
Payables $ 71,321 $ 93,531
Non-construction demand loans (a) {Note 23k) 12,921 74,310
Notes payable 147 2,999
Prepaid rents and deposits 7.893 13,446
Security deposits 1,226 732
Homburg Capital Securities A {Note 17) 1,600 2,760
Shareholders of BIM Vastgoed N.V., due October 2010 2,987
Related party payable (Note 23b, T & q) 8.275 5126
$ 162,783 195801
2010 2009
Non-current amounts
Long term payables (b) $ 10,340 $ 11,732
Homburg Capital Securities A (Note 17) 1,108
$ 10,340 3 12,838

The Company has available credit facilittes of $20,000 (December 31, 2009 - §78,000) of which $4,582 (December 31, 2009 - $63,000) is
being utilized at December 31, 2010, OFf these facilities, $15,000 {December 31, 2009 - $15,000) is with a company controlisd by the former
Chairman and Chief Executive Officer and is undrawn at Becember 31, 2010.

a} Non-construction demand loans consist of the following:
i)y Operating lines of credit provided by a chartered bank fotajling $4,582,
fi} A promissory note payable plus interest in the amount of EUR €6,291 ($8,339), bearing interest at 8.0% per annum. This amount is
payable te a refated party, has no specific repayment terms and relates to the Company's investment in HEEF B.V, (Note 23k).

b} The long term payables include EUR €7,800 ($10,340) {December 31, 2009 - EUR €7,800 {$11,732)) representing the purchase price on
the remaining 6.63% of MoTo Objekt Campecen GmbH & Co KG to be acquired in the first quarter of 2012.

12. Provisions

Provigions of $27,209 (December 31, 2009 - $34,089) relate to onercus operaling lease obligations with respect to head lsases which
commenced during 2010 (Note 24a). The provisions include a discount rate adjustment of $3,111. The provisions are calculated based on:
(i) the difference belween the future minimum lease payments the Company is obligated to pay under the terms of the head leases and
the estimated minimum rental income the Company expects to receive from sub-tenants, based on expected market conditions; plus
Gy the difference between tenant improvement allowances the Company Is entitled to receive under the terms of the headleases and the
estimaled tenant improvement allowances and other lease incentives the Company expecis to grant to sub-tenants, based on
expected market conditions.
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Homburg invest Inc.

Notes to IFRS Consolidated interim Financial Statements
December 31, 2010 and 2009

{CAD § thousands except per share amounts)

13. Construction financing

The Company has arranged construction financing, which is demand in nature, for its development properties. Borrowing rates on these
financings are at fixed or variable market rates. The weighted average interest rate for all congtruction financing is 5.47% (December 31, 2609
-~ 3.88%) . The Company has pledged its developrnent properties as collateral.

14. Long term debt

2010 2009
Securad debt
Morigages (a} $ 1,034,108 $ 1,944,686
Mortgage bonds (b} 135,846 195.274
1,169,954 2.139.960
Unsecured debt
Carporate non-asset backed bonds {c) 410,963 486,302
Junior subordinated rotes (d}) 53,145 58591
464,108 524,893
1,634,062 2,664,853
Less: Deferred financing charges, net of accumulated
amortization of $14,881 (December 31, 2009 - $14,457) {15,554} (23.129)
’ 1,618,508 2,641,724
Less: current portion 185,168 624,284
Long term debt $_1.433.340 $__2017.440

a) Mortgages

Long term dabt has both fixed and variable interest rates. At pericd end the contraclual weighted average interest rate for variable rate long
term debt was 1.81% and for fixed rate long term: debt was 6.08% {(December 31, 2009 - variable - 1.79%, fixed - 6.00%}. Scheduled principal
instaliments and principai maturities on long term debt are as follows:

Meortgages Bonds Weighted

Normal and Junior Average Interest

Principal Principal Subordinated Rate of Maturing

Instaliments Maturities Notes Total Oebt
Within 1 year $ 22,451 $ 56,522 $ 106,195 $ 185,168 8.52%
1-2 years 22,780 96,933 82,797 202,510 5.78%
2-3 years 21,527 47,238 145,828 214,591 5.85%
3-4 years 20,142 77,193 132,567 226,902 6.36%
4-5 years 16,225 38,827 132,567 185,618 6.64%
Later 616.272 616.272 3.82%

§ 103,125 $__ 930983 §_ 598954 $__1.834,062

Specific investment properties and properties under development for resale with a fair market value of $1,476,886 (December 31, 2009 -
$1,856,164) and an assignment of specific leases have been pledged as coliateral for mortgages and for mortgage bonds payable. Included in
morigages are the following foreign denominated amounts, transtated at pericd end exchange rates:

201 2009

US dollar denominated usD 3 6,998 $
CAD $ 7,000 $ 95,348

EURO denominated ELIR € 756,783 €

5

CAD $ _ 1,003,192 1.269.021
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Homburg Invest Inc.

Notes to IFRS Consolidated Interim Financial Statements
December 31, 2010 and 2009
{CAD § thousands except per share amounts)

14. Long term debt {cont.)

h) Mortgage bonds payable

2010 26009 2010 2008

Bond Series Maturity Interest Rate .
HMB2 Aprit 25, 2010 7.50% EUR €Nil EUR €24,000 $ 36,098
HMB4 Nov. 30, 2011 7.50% EUR €20,010 EUR €20,010 26,525 30,097
HMBS Dec. 31, 2011 7.50% EUR €20,010 EUR €20,010 26,525 30,087
HMBS Juns 30, 2012 7.50% EUR €31,230 EUR €31,230 41,388 48,973
HMBY June 30, 2012 7.25% EUR €31,230 EUR €31,230 41.398 46,973
135,846 190,238
Currency guaraniee payable 5,036
$__ 135846 $ 195274

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

The bonds malurs between November 2011 and June 2012 and the Company has the opion 1o redeem any series of morigage bonds at their
face amount anytime subsequent to the fifth anniversary of the issue of the bonds. The interest is payable semi-annually on June 30 and
December 31. Mortgage bonds payable are translated at period end exchange rates.

The Company previously entered into guarantee arrangements on all series of martgage bonds, with a company under the contral of the
former Chairman and Chief Executive Officer. Under the lerms of the guarantee, the Company was protected from devaiuation of the
Canadian dollar against the Euro, to a maximum limit equal to the face value of each mortgage bond, and had relinquished any appreciation
rights which have arisen on the future settiement of its Eure denominated Morlgage Bonds. This contract was cancelled on December 6, 2011,
The Mortgage Bonds are recorded at the prevailing exchange rate at December 31, 2010,

¢) Corporate non-asset backed bonds

2010 2009 2010 2009
Bornid Series Maturity Inferest Rate
HB8 May 31, 2013 7.00% EUR €50,010 EUR €50,010 3 66,293 3 75,219
HBa October 31, 2013 7.00% EUR €60,000 EUR €60,000 79,536 90,246
HB10 February 15, 2014 7.25% EUR €100,005 EUR €100,005 132,567 150,418
HB11 January 15, 2015 7.25% EUR €100,005 EUR €100,005 132,567 150.418
$ 410,963 $__ 468,301

The Corporate non-asset backed bonds are seven year bonds issued in series and have a corporate guarantee pledged as collateral. The
bonds mature between May 2013 and January 2015 and the Company has the optien to redeem any series of bonds at their face amount
anytime subsequent to the fifth anniversary of the issue of the bonds. The interest is payable semi-annuatly on June 30 and December 31. The
bonds are issued in Euros and have been translated at period end exchange rates. In December 2010, the holders of Corporate non-asset
backed bonds 8 though 11 agreed to allow the Company, at its option, to renew the bonds prior to the maturity, and to ailow the Company to
exchange the bands for other security such as Homburg Capital Security A. Acceptance of this exchange is at the bondholders aption.

d) Junior subordinated notes

The junior subordinated notes consist of EUR €25,000 ($33,141) {December 31, 2009 - EUR €25,000 ($37,603)) and USD $20,000 {$20,004)
(December 31, 2009 - USD $20,000 (520,988)) and require interest only payments until maturity in 2036. The notes carry a fixed interest rate
until 2016 and variabie thereafter. The Company has a redemption option effective in 2011 until maturity. The outstanding balances are
transfated at peried end exchange rates. The notes have a financial covenant which require the Company to maintain a certain minimum
rolling four-quarter interest coverage rativ, and a net worth covenant ratio, as caleulated using the Company's consolidated financial
statements prepared in accordance with IFRS. The interest coverage ratio and net worth covenant ratio were in default during 2009 and 2010
and were waived. Subsequent to year end (Note 29 {c)) the Company arranged new threshalds for the interest coverage and tangible net
worth covenants. The Company anticipates it wil be below these thresholds in the first quarter of 2011 in which case the lender would have
the right to demand repayment.
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Homburg Invest Inc.

Notes fo IFRS Consolidated Interim Financial Statements
December 31, 2010 and 2069

{CAD $ thousands except per share amounts)

15. Income taxes

Income tax recovery differs from the amounts which would be obtained by applying the Canadian basic federal and provincial income tax rates
and the rates for various foreign jurisdictions to income before income taxes, resulting from the following items:

2010 2008
Income (loss) from continuing operations before income taxes $ 49,520 §  {445359)
Combined Canadian federal and provincial statutory income tax rate 32.00 % 3228 %
Incoime {ax expense {recovery) at the above tax rate $ 15,846 $  (143,628)
Increase (decrease) in income taxes resulting fram:
Non-taxable portion of capiial gains and market value changes {3,805) (4,487)
Provinciat capital tax 332 246
Benefit of oreviously unrecognized deferred income tax asset (2,845) (20,405)
Reversal of previously recognized deferred income tax assets 21,986
Benefit of current year tax losses not recognized 29,179 40,985
Effect of rate change on temporary differences 3,008 7,533
Deferred income tax asset not previously recognized on sale of subsidiary {34,292)
Effect of difference in statutory tax rates of subsidiaries 1,040 33,041
Cther 748 3,203
Income tax expense {recovery) 3 31,497 $ (83.482)
Comprised of; :
Current incorne tax {recovery} (11,597} (4,376)
Deferred income fax {recovery) 42,794 (79,106}
$ 31,197 $ (83.482)

Deferred income tax assets (liabilities) represent the temporary differences between the tax basis of assets and liabilities and the carrying
amount of assels and liabiliies for financial reporting purposes. Deferred tax assets and liabilities are netted in the consolidated balance sheet
fa the extent they relate to the same fiscal entity, tax group, or taxation jurisdiction. The significant componenis are as follows:

Income Discontinued
2010 2008 Statement oGt Operations Other @
2010 2010 2010 2010
Deferred tax assets
Loss carry forwards $ 17442 $ 26,957 $ {8,038) $ {7,920} $ 6441 %
Deferred revenues and costs 6,071 10,506 {4,453} 18
Unrealized losses 7.136 28,629 (11,661} (9.028; {803)
30,649 86,092 {24,150} {16,930 6,441 (803}
Deferred tax labitities
Homburg Capital Securities A {11,342) (9,570) {858) {914}
Investment in associate (15,735} 4,230 {19,965}
Investment properties (35311 {61,281) (22.017) 18,422 31,131 {1,568}
(62,388} {70 851) {18,645) 18,422 11,168 {2,479}

Net deferred tax asset {liability)

{1} Cther Cemprehensive Income (loss)
2} inchudes redassification of available for safe investment (Note 16}, Homburg Capital Securities A (Nate 17} and contributad surplus,

The net deferred tax liability is disclosed as follows:

2040 2008

Deferred tax asset $ 8,316 3 26,715
Deferred tax liability {40,055) (31,474}
$ (31.739) $ {4.759)

tn 2009, the Company considered it probable that the benefit of a previously unrecognized deferred income tax asset inherent in the
investment in units of a subsidiary Trust, which was acquired in 2007 as part of the Alexis Nihon purchase, would be ufilized. The income fax
benefit recognized is $20.4 million. The remaining unrecognized deferred income tax asset of $25.8 million has not been recognized as it was
nat probable that it would be utilized.

‘The Company has non-capital loss carryforwards of $200,402. These expire as follows: $29,036 in 2027; $128,017 in 2028, $37,497 in 2029
and 37,852 in 2030. A benefit refating to non-capital losses of $26,255 has been recognized. The Company has capital loss carryforwards of
$349,215 with no expiry. A benefit relating to capital losses of $74,855 has been recognized. The Company also has foreign tax credits of
$3,900 which expire between 2014 and 2020, the benefit of which has not been recognized.

The Company has approximately $152,000 of taxable temporary differences assoclated 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 foreseeable future.
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Notes to {FRS Consolidated Interim Financial Statements

December 31, 2010 and 2009
{CAD § thousands except per share amounts)

16. Riscontinued operations

Buring 2009, the Company outlined a strategy to spin off assais 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 portfolio of Canadian income producing
investment properties to HCREIT for cash proceeds of $114,511, units in HCREIT at a fair value of $143,139 plus a bargain purchase gain of
$68,380 resuiting in a pre-tax loss of $150,962. The following represents the income staternent amounts associated with the sale plus certain
other Canadian investment properties held for sale from December 31, 2008 and presented as discontinued.

Income statement
Property revenue
Praperty operating expenses

Gross income from operations

Other income

Interest expense

General and administrative

Fair value adjustment on investment properties

Loss on sale of assets

Net income {foss) from discontinued operations before income taxes
Current income {ax recovery

Eeferred income tax expense (recovery)

Loss on disposal of discontinued operations
Beferred tax recovery
Net loss from discontinued operations after tax

2010

$ 57,773
30072

27,701

700

{13,000}

(3,526}
17,241
775
28,341

7477
20,864

(158,943}
(31,702}

$__ (106,377}

The assets held for sale include an investment property in Canada and 9 Limited Parinerships in the Uniled States

Assets and Habilities held for sale
Investment properties

Restricted cash

Cash

Deferred income {ax asset
Receivable and others

Long term debt

Deferred income tax liabilities
Income {axes payable
Accounts payable

Statement of cash flows
Operating activities
Investing activities
Firancing activities

2010

$ 139,434
485

2,067

1,565

696

§__ 144247

$ 90,431

1,558
$ 91,589

$ 3,744
$___ 103,332
$ 5,389

Included in other comprehensive income is a loss an amount of $2,389 relating to the foreign assets held for sale.

2009

$ 147,203

67,246
79,857

93
(36,356)
(9,346)
(132,734)
(6.739)
(105,825)
(1,788)
(16,452)
(87.385)

$__ (87.385)

2008

$ 66,365
5,324

3 21,030
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17. Shareholders' equity

: 2010 2009
Deficit . § (649,316) $  (558,129)
Accumulated other comprehensive income (a) 1,190 19,224
{648,126) {538,905)
Share capital {b) 701,034 691,785
Other paid in capital (d) 29,171 34,435
Contributed surplus {f} 14.665 12,7886
3 96,744 $ 200071
a} Accumulated other comprehensive income
2010 2008
Net unrealized foreign currency translation gains {loss) $ 4,597 $ 23,820
Change in fair value of available for sale financial assets 231
Deferred tax expense N {3.407) (4.887)
$ 1,190 3 19,224

Accumulated other comprehensive income represents the unrecognized exchange adiustment on the net assets of the Company's
subsidiaries that operate in the United States of America, Germany, The Natherands, and the Baltic States. The change reflects the impact of
currency movements during the year on these net assets offset by effective hedgas in place.

The deferred income tax armounts recognized direclly in shareholders' equity are the result of the foreign exchange translation effects of
ceriain foreign operations with a functional currency ether than the Canadian dollar. These foreign operations are {axed in the relevant foreign
jurisdiction; accordingly, the foreign operation has deferred income tax assets and liabilities determined using the tax and accounting basis in
the foreign jurisdiction, each measured in the functional currency of the foreign operation. These deferred tax assets and liabilities are
converted to Canadian doilars with the resulting transtation effects recorded directly in equily. An additional Canadian deferred tax liability
arises given that the foreign operation is also subject to certain incremental tax in Canada. The tax basis of the assets and liabilities for
Canadian taxation purposes is determined based on their historical Canadian doltar costs. As a result, incremental Canadian deferred taxes
are measured based on the difference between such Canadian doilar tax bases and the balance sheet date accounting carrying value of the
assets and liabilities after ranslation from the functional currency of the foreign operation to Canadian dollars. The accounting carrying value is
therefore impacted by translation gains and losses at each balance sheet date which gives rise to changes in the temporary differences and
incrementa!l Canadian deferred tax balances related to these assets and liabilities. Since the related foreign currency translation gains and
losses giving rise to these changes in temporary differences are recognized direclly in shareholders' equity, the resulting incremental
Canadian deferred tax benefit ar expense effects are also recorded directly in shareholders’ equity.

The following are rates of exchangs in effect:

$1.00 USD €1.00 EUR
December 31, 2010 $  1.00020 $  1.32560
December 31, 2009 $ 104940 $ 1.50410
Average rate for 2010 8  1.03075 $ 1.36843
Average rate for 2009 $ 114172 $  1.58706
b) Share capital
The particulars of the issued and outstanding shares of the Company are as follows:
Class A Class B
Subordinate Muitiple
Vating Shares Voting Shares
{000's) {000's) Share Capital
Issued and outstanding at December 31, 2608 16,780 3,151 $ ©98.,635
Shares acquired under Norma! Course Issuer Bid (17D 2) {6,750)
Issued and outstanding at December 31, 2009 16,618 3,149 891,785
Shares acquired under Normal Course Issuer Bid (48) {36) (2,240)
Shares issued re DIM 2010 478 11,488
issued and cutstanding at December 31, 2010 17,049 3,113 $ 701,034

The Company is authorized 1o issue an unlimited number of Class A Subordinate Voting Shares ("Class A"), an unlimited number of Class 8
Multipie Voting Shares {"Class B"), an unlimited number of Class A Preferred Shares ("Preferred”), issuable in series and an unlimited number
of Class B Preferred Shares ("Preferred”), issuable in series. The Company's share capital represents amounts received at the time of
issuance. None of the Company's shares have a par value.
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Homburg invest Inc.

Notes to IFRS Consclidated Interim Financial Statements
December 31, 2010 and 2009

(CAD § thousands except per share amounts)

17. Shareholders' equity (cont.)
b) Share capital {cont.)

Holders of Class A shares shall be entitled to receive notice of, to atiend, and to vote at, all meetings of the sharsholders of the Company,
voting together with hotders of Class B shares, except for meetings at which only holders of a specified class or series are entitled to vote.
Class A shares shall be entitled to one vote for each Class A share held. Molders of Class B shares shall be entitled to receive notice of, to
attend, and to vote at, all meetings of the shareholders of the Company, voting together with holders of Class A shares, except for meetings at
which only holders of & specified class or series are entitled fo vote. Class B shares shall be entitled to 25 votes for each Class B share hald.
Class A shares will be convertible into Class B shares in cerlain limited circumstances involving offers made to all, or substantially all, of the
holders of Class B shares. Dividends are payable on Class A shares and Class B shares when declared by the Board of Directors. The Class
A and Class B shares rank equally in dividend eligibility. Preferred shares may be issued from time to time in one or more series, each series
comprising the number of shares, designations, rights, privileges, restrictions and conditions which the Board of Directors determines by
resolution priot {o issuance. Preferred shares are non-voting and rank in priority to the Class A and Class B shares with raspect 1o dividends
and distribution upon dissolution. No Preferred shares have been issued.

¢} Normal Course lssuer Bid ("NCIB"}

On August 23, 2010, the Company announced ptans, under an approved NCIB, to acquire up to 1,017,201 Class A Subordinate Voting shares
and 157,426 Class B Multiple Voting shares over a one year period ending 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
cancelted. During the year ended December 31, 2010, the Company acquired and cancelled 46,300 Class A Shares at an average cost of
$4.81 per share, and 35,700 Class B Shares at an average cost of $5.43 per share. Class A and Class B shares acquired are being cancelled
and removed from share capital at the average issue price at the time of acquisition. The discount on repurchases made to date of $1,821is
credited to contributed surplus.

d} Other paid in capital

2010 2009
Balance, baginning of year 34,435 11,489
Issue of shares re DIM 2010 {11,489)
romburg Capital Securities A:
Equity component, net of tax 6,350 24,147
Deferred transaction costs {125} {1,207)
Balance, end of year 3 29,171 $ 34435

Buring the year ended December 31, 2010, the Company issued EUR €3,217 ($4,598) (December 31, 2009 - €23,588 ($37.116)) Homburg
Capital Securilies A ("HCSA"). The HCSA are 98 year securities maturing February 27, 2108, bearing an annual Interest rate of 9.5%, payable
quarterly.

The Company has the option 1o pay any and all of the quarterly interest payments in cash or through the issuance of a fixed number of Class A
Preferred shares. The principal amount of HCSA must be paid in cash upon redemption or maturity. The HCSA are direct unsecured
obligations of Homburg Invest Inc. and are subordinate to the Company's existing martgage bonds payable and corporate non-asset backed
bonds, and rank senior to the Compary's Class A Subordinate Voting Shares and Class B Muitiple Voting Shares. The Company will have the
right to redgem the HCSA, af a price equal to 100% of the principal amount of the HCSA to be redeemed, plus accrued and unpaid interest to
the date of redemption by giving not less than thirty (30) and no more than sixty (60) days prior notice on account of:

- certain changes in tax legislation or other tax avents subjecting the issuer to additional taxes or other governmentat charges;

- the termination of equity treatment for accounting purposes of future interest obligations under the HCSA or of the Class A Preferred

Shares, subject to an insignificant amount of Class A Preferred Shares then issued and outstanding; and
~ on February 27, 2014 or any subsequent interest payment date, in whole or in part.

Any Class A Preferred shares issued will be issued in series and will have the following terms and conditions: par value of ore {1} Euro each;
non-voting; cumulative dividends at the annual rata of 9.75%, as and when declared by the board of directars: have an indefinite Jife. The
Class A Preferred shares will have a mandatory obligation for the Company to redeem all issued and outstanding Class A Praferred shares for
an amount equal to their par value plus any accrued but unpaid dividends thereon at the earlier of:
- the next inferest payment date on which the Company elects fo pay interest on the HCSA in cash, in whole or in pait; and
- the business day falling imrediately prior to the date on which the Company redeems, purchases or otherwise asquires any shares or
securities in the capita! of the Company ranking junior to or pari passu with the HCSA.

In addilion, any Class A Preferred shares issued in respect of quarterly interest payments prior to April 1, 2011, will be puitable at the holder's
option back to the Company for cash equat to one {1) Euro per Class A Preferred share. The put option with respect to any such Class A
Preferred shares issued will expire 30 days from the date of receipt of the Class A Preferred shares.
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17. Shareholders’ equity {cont.)

The Company has determined that the expacled life of the HCSA Is 50 years through March 31, 2053. The proceeds received on issuance
during the year ended December 31, 2010 have been allocated to three components:

- The Company has recognized a liability of EUR €15 ($21) (December 31, 2008 - €107 ($162)} equal to the present value of the HCSA
principal that must be repaid at the end of the expected life of the instrument. This liability is being accreted using a rate of 11.0% toits
full principal amount over the expected life of the instrument using the effective interest rate method with aceretion recognized in
interest expense.

- The Company has recognized a liability of EUR €309 ($442) (December 31, 2009 - £2,447 {$3,704)) for the present value of the
interest payments prior to April 1, 2011, given the holder put option with respect to any Class A Preferred shares received with respect
to such interest payments. This liability has been discountad and is being accreted using the effective interest rate method at a rate of
11.0%, with accretion recognized in interest expense.

-~ The residual amount of EUR €2,891 ($4,135) (December 31, 2009 - €21,014 ($33,250)) represents the future quarterly interest
payments after March 31, 2011, that can be settled by the issuance of Class A Preferred shares at the Company's aption. This
residuat amount has been included in other paid in capital. This amount is also being accreted over the expecied life of the instrument
using the effettive interest rate method with accretion amounis charged directiy to retained earnings. Interest payments made afler
March 31, 2011, whether in cash or Class A Preferred shares, will reduce the other paid in capital amount. The effective interest rate
used results in other paid in capital reducing to nil at the end of the expected life of the instrument.

Foreign currency gains and losses on the ilability components, whether realized or unrealized, will impact net income each quarter. Foreign
cureency fluctuations on interest payments made after March 31, 2011, will be charged to retained earnings. Basic and diluted eamings per
share are being reduced by amounts charged directly to refained eamings as such amounts are in preference 1o eamings available to
comsmon shareholders. In addition, eumulative preferred dividends whether paid or unpaid on any Class A Preferred shares that may be
owtstanding will reduce basic and diluted eamings per share. Transaction costs related to the HCSA are being aflocated to the Hability and
equity components in proportion to the initial allocation of the praceeds received. The transaction costs related to the liability components are
included in deferred financing fees and are being amotlized, on an effective interest basis, over the estimated life of the related hability
component. The transaction costs related 16 the equity component are netted against other paid in capital and are being amortized to retained
earnings, on an effective interest basis, over the expected life of 50 years for the HCSA.

¢} Stock options

2010 2009

Weighted Weighted

Average Average

Shares Exercise Shares Exercise

{000's} Price {000's} Price

Qulstanding at beginning of year 929 $ 52.50 929 $ 52.50
Expired ) {184} 45.82

Cutstanding at end of year 745 $ 5446 929 5 52.50

Class A Class A

Subordinate Subordinate

Voting Shares Voting Shares

Date of Expiration Exarcise Under Option Fully Vested

Grant Date Price [000's) {00C's}

July 18, 2007 July 15, 2012 $56.80 643 643

June 27, 2008 June 28, 2013 $37.60 102 77

_ 745 ____720

Under the Company's Stock Qption Plan ("the Plan"), the Company may grant options to its directors and officers of the Company and
employees of the management company. New stock options may not be granted under the Plan on Class B Mulliple Voting Shares of the
Company. The maximum number of Class A Subordinate Voling Shares issuable pursuant to stock options outstanding under the Plan shall
not excaed 10% of the aggregate number of issued and outstanding Class A Subordinate Voting Shares and Class B Multiple Voting Shares
at the time of grant. Undar the Plan, the exercise price of each option shall not be less than the closing market price of the Class A
Subordinate Voting Shares on the TSX on the last trading day prior to the date of granting of the stock option and an opfien's maximum term
is 10 years. Opfions are granted and vest at ihe discretion of the Board of Directors, and are fully exercisable once vested, On December 31,
2010, and December 31, 2009 there were no Class B Mulfiple Voting Share Options granted and there were 745 Class A Subordinate
Voting Share Options granted and unexercised (719 fully vested and exercisable).

The fair value of each option grant is estimated on the date of grant using the Binomial or simifar option pricing madel. The fair value of each
opticn granted was estimated using the exercise price and the following weighted average assumptions for al outstanding options: Expected
volatility 30.0 - 40.0%; Risk free interest rate 3.31 - 4.50%; Expected dividend yield 5.6 - 13.0%; Expecled life 3.5 - 5 Years. The
compensation cost that has been expensed against income in 2010 is $88 (December 31, 2008 - §146).
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f} Contributed surpius -

2010 2009
Balance, beginning of year $ 12,756 $ 7,206
Acquisition and cancellation of Class A shares 1,821 5,404
Stock based compensation 88 146
Equity contribution (net of tax) {Note 23j) 4,932
Balance, end of year $ 19,597 3 12 758
The Company's contributed surplus balance applies to:
Class A stock option expense $ 6,136 $ 6,098
Equity contribution (net tax) ’ 4,932
Discount on cancellation of Class A Shares 8,479 5,658
8 19,597 $ 12,756

Class A Subordinate Voting Shares and Class B Multiple Voting Shares acquired by the Company under the Normal Course Issuer Bid
('NCIB"} {Note 17{(c)} are being cancelled and are removed from share capital at the average issue price at the ime of acquisifion. Any
discount on acquisition is credited to contributed surplus.

18. Earnings {loss) per share

Net earnings (loss) per share is calcutated based on the weighted average number of shares outstanding as follows:

2010 2009
000's 000's
Basic and Diluted
Class A Subordinate Voting 17,036 16,678
Class B Multiple Voting 3.141 3,148
20,177 19.828
Earnings available to Class A and Class B shareholders is calculated as;
Net foss $  {88,054) $ (449,262)
Homburg Capital Securities equity accretion (Note 17 {d)) (3,133} (1,627}

$___ (91.187) $__ (450.889)

The Gompany incurred a loss during the years ended December 31, 2010 and 2009, as such, no potentially dilutive shares are included in the
calculation of diluted per share amounts for these periods as the effect would be anti-dilutive.

19. Gain on disposal of subsidiary

Buring the fourth quarler the Company sold a subsidiary which included investment property, long term debt and working capital for a net gain
of $107,184. The net gain also includes a realized foreign currency gain in the amount of $21,244 that has been recycled from other
comprehensive income.

20. Supplemental cash flow information

2010 2009
Change in non-cash working capilal and cther; )

Recelvables and other $ (4,423} $ (16,915)
Accounts payable and other liabilities {24,245} (11,808)
Proceeds exceeding earnings en development properiies for resale 6314 120,032

3 {22.354} $ 91,311

Interest paid $__ 122,290 $__ 132184
Interest capitalized $ 16,853 3 17.647
Capital and income taxes paid $ 8,793 % 1431
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21. Financial instruments and risk management

Financial instruments

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

Subsequent Carrying Fair Carrying Fair

Classification Measurement Value Value Value Vaiue
— ' 2010 2010 2009 2009
Available for Sate
Long term investments -DEGI L.P. (a) Fair value {L2} 3 $ g 13,058 5 13,058
Held for Trading - -
Long term investments - others Fair value {L1) $ 1,643 $ 1,643 3 6,278 5 8,278
Long term investments -HEEF B.V. (b} Fair value (L3) 7.221 7,221 8,605 8,605
Cash and cash equivalents (c) Fair value {L1) 13,617 13,617 32,569 32,569
Currency guarantee payable (c) Fair value {L2) (5,036} (5,036)
Derivative insirument liability (c) Fair value (L2} {21.847) {21.847) {24.045) (24 045)

$ 634 $ 634 $ 18.371 3 18.371
Loans and Receivables
Restricted cash (d) Amartized cost $ 4,088 $ 4,088 $ 23,159 3 23,159
Receivabies and other (d) Amortized cost 36,025 36,025 49.639 49,639

S, 40,113 $ 40,113 kS 72,798 3 72.798
Other Financial Liabilities
Accounts payable and other {d) Amortized cost $ 113123 3 113,123 § 208,729 $ 208729
Morigages (&) Amaortized cost 1,034,108 1,013,013 1,944,686 2,003,657
Mortgage bonds () Amaortized cost 135,846 138,013 190,238 207,943
Corporate non-asset backed bonds (&) Amortized cost 410,963 413,813 466,302 462,136
Junior subordinated notes (e} Amortized cost 53,145 75,418 58,591 88,082
Deferred financing charges (8) Amortized cost {15,554} (23,129)
Construciion financing (d} Amortized cost 40,231 40,231 94,899 94999

$ 1,771,862 $_ 1,793,611 $ 2940418 $_3.065546

The Company uses the folowing hierarchy for determining the fair value of financial instruments: Level 1 ("L1"} - quoted {unadjusted) prices in
active markets for identical assets or liabilities; Leve! 2 ("L2") - other techniques for which all inputs thai have a significant effect on the
recarded fair value 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 not based on observable market data. There were no transfers in or out of financial instruments classified as
L3 in 2010,

{a) The invesiment in DEGI L.P. represenis 10% of the limited partnership units. This investment was sold as part of the HCREIT fransaction.

{b) Long term investmenis are classified as held for trading and carried at their fair values. The fair value of the Company's investmant in
HEEF B8.V. is based on the proportionate share of the reported net asset value of the B.V.. HEEF B.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 pussible change in the assumptions used to determine the fair value of the
Company's.investment in HEEF B.V. would not result in a significant impact to the consctidated financial statements. The fair values of
other lang ferm investments are based on quoted market prices. A gain of $88 resuiting from the change in fair vaiues of investments was
recorded in the consolidated income statement during the twelve months ended December 31, 2010 {2009 - loss of $1,187).

(¢

—

Cash and cash equivalents, the currency guarantee payable and derivative instrument liabilities are classified as held for trading and
carried at their fair values, The Company recorded a loss of $677 during the twelve months ended December 31, 2010 in the consclidated
income statement (2009 - loss of $7,486).

{d) The Company's short ferm financial instruments, comprising restricted cash, trade receivables, related parly receivables, notes receivable,
trade payables, related party payzbles, notes payable, security deposits, Homburg Capital Securities A liability, and construction financing
are carried at amortizad cost which, due to their short term nature, approximates their fair valus.

(e

—

Long term firancial instruments {other than long term investments} include mortgages, mortgage bonds, corporate non-asset backed
bonds, junior subordinated notes and long term payables. The fair values of these financial instruments are based upon discounied future
cash flows using discount rates, adjusted for the Company's own credit risk, that reflect gurrent rarket conditions for instruments with
similar terms and risks. Such fair value estimates are not necessarily indicative of the emounts the Company might pay or receive in actual
market transactions.
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21. Financial instruments and risk management {cont.)

Financial instruments {cont.)

Risk management

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

a) Liquidity risk

Liguidity risk relatas to the possibility of insufficient debt and equity financing available to fund the desired 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 conlinue o do so. The effect of this could be that the Company may have more difficulty obiaining the same level
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 obtain appropriate levels of financing. Liquidity risk also relates to the potential for early retirernent of
debt. Some of the Company's debt agreements have covenants including maximum loan 1o value ratio, net worth, interest coverage ralios,
andfor reserve account balance requirements. Breach of any of these covenants could resuft in the related debt being required to be repaid
before its scheduled maturity dale. Should that happen, the Company may be required to sell properties at unfavourable prices to satisfy the
debt repayment, and the Company's financfal condition and results of operations could be adversely affected. The majorily of the Company's
real estate assets and related morigage debts are currently held through limited partnership struciures. These structures generally limit the
recourse of the lender to the specific assets held in or below the limited partrership, and therefore a breach of covenant does not generally
impact the Company ouiside 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 tightened lending
standards, reduced market fiquidity, a decrease in real estale transactions and lower real estate values. The Company is significantly levered
with & debt to equity ratio of 16.55:1 at December 31, 2010 (December 31, 2009 - 14.14:1) {long term debt, construction financing, long tarm
payabies and demand loans + shareholders' equity). For the twelve months ended December 31, 2010, Homburg Invest had total interest
expense coverage from continuing operations of 0.84:1 (December 31, 2009 - 1.04:1) (calculated as property revenue, less property operating
expenses and general and administrative expenses + interest expense (exciuding capitalized interest)).

The Company completed the creation of the HCREIT to hold the Company's eligible Canadian income producing real estate properties and
related mortgage debt through an IPO that closed on May 25, 2010, Cash proceeds from the 1PO of approximately $114.5 million were uilized
to reduce debt and satisfy other obligations. The fallowing table presents the Company's contractual obligations at December 31, 2010;

Contractual Obligation

2011 2012 2013 2014 2015 Later

Head and ground leases 5 14876 8§ 14878 % 15088 $ 15725 § 15067 § 159,586
Mortgages: MNormal principal installments (i) 22451 22,780 21,6827 20,142 16,225

Interest {i} 49,868 42,634 39,688 35,419 32,175

Principal maturities (il 56,522 95,933 47,238 77,193 38,827 616,272
Bonds and junior subordinated notes:

Interest (i} 44,740 40,305 31,989 20,820 8,552

Principal maturities (i) 106,195 82,797 145,828 132,567 132,567
Non construction demand loans {vi} 12,921
CGonstruction financing {v) 40,231
Construction purchase cbligations {v) 6,443
Other current and long term payables 1,000 10,340
Working capitail deficit {vi) 46414

The Company's derivative instrument liability of 521,847 has been excluded from the above table as this liabitity relates to financial instruments
that effectively fix the variable interest rate on certain morlgages, which Is settled with the derivative instrument on a net basis; accosdingly,
interest obligations on such morigages are shown at the effective fixed rate, which approximates the timing of the retated cash flows.

{iy The Company requires liquidity to mest the following obligations which ordinarily fall due in the next twelve months: mortgage principal
installments of $22,451; interest on mortgages and morigage bonds of $49,868; interest on corperate non asset backed bonds and junior
subordinated notes of $44,740; capital spending requirements on the income property portfolio, expected to approximate $3 million; and
operating and head tease commitments of $14,876. Sources of finance towards these obligations include: cash on hand of $13,617; net
cash flow from operating activities before interest expense unrelated to development activilies; cash generated from continued sales of
completed condominium development projects; the potential sale of development andfer income producing properties, subject to
reasonable prices being altained; the potential upward refinancing on certain mortgages and bends and distributions received from the
HCREIT.

{if) Through June 2012, the Company faces maturities of its mortgage bonds totaling €1006,000 ($135,848), in addition to regularly scheduted
principal payments and maturities related to other mortgage debts. The Company will seek to extend the 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 coutd meet any shorifall in the refinancing program through the sale of development assels, income preducing
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.
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21, Financial instruments and risk management {cont.)

{ili} Mortgage principal maturities falling due in 2011 total $56,522, of which $7,444 has been repaid subsequent to year end and $36,624 is
expected {o be renewed at terms similar to those currently in place. The remaining $19,879 relates to a property in The Neiherands
which is currently uncccupied. Accerding to the specific loan agreement, the lender has recourse only 1o the borrowing entity's specific
property and certain other assets of the borrowing entity securing this specific loan. The fair value of the investment property provided as
security for this loan was $17,418 at December 31, 2010. Subsequent to year end, the Company tamporarily ceased making scheduled
principal payments of €244 {$323) on four martgages totalling €44,276 {$62,663) with property fair values of €44.740 (559,307), at
Becember 31, 2010 related to certain underperforming properties in the Netherlands. The lenders’ recourse in respect of these property
morgages is limited to the assets of the limited partnerships holding these loans. The Company is in discussions io renegotiate the
amortizations of these loans with the lenders. All interest payments are current.

{vi) The Company's non construction demand foans of $12,921 are secured by first or second charges over various investment properties not
to exceed 65% of fair value.

(v} The Company has $254,295 invested in investment properties under development and properties under development for resale that are
not yat income producing. These development properfies have been financed with first mortgage construction financing as well as
unsecured debt totaling $40,231 at December 31, 2010, The Company expects to finance construction properties currently 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 conventional 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 $6,443. These commitments will be funded from existing cash rescurces and further construction financing. The
Company's raduced 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 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 andfor fair velue adjustments.

(v} The working capital deficit of $46,414 consists of cash $13,617, trade receivables $27,055, and related party receivable $7.408 less
payables $71,321, income taxes payable $8.243, related party payable of $8.275 and notes payable $147, and arises in the nermal
course of operations as receivablas from tenants are generally on shorter payment terms than rade payables to suppliers.

{(vi) The Company's juniar subordinated notes, with a principal balance of $53,145, were in default of the interest coverage raiio and the net
worth covenant ratio during the period ended December 31, 2010, however a waiver from the lender was obtained. Subsequent to year
end, the Company has agreed to new covenant terms to replace the waiver. However, the Company anticipates it will be below these
thresholds in the first quarter of 2011 in which case the lender would have the right to demand repayment. Accordingly, these principal
maturities have been classified as falling due within 2011.

Should the above efforts not yield sufficient liquidity, there is a risk that the Company may be required {o sell additional development andfor
income preducing properties at unfavourable prices to meet its immediate fiquidity needs, and as a resuit the financial condition and resuits of
aperations could be adversely affected.

b} Interest rate risk

As a result of global capital market conditions, lenders have tightened their lending standards, and may continue to do so. The efiect of this
could be that the Company may have more difficulty obtaining similar terms of financing on renewals and on new debi. The Company's
finangial 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 compenents resulting in an exposure to interest rate movements. The
Company's debt consisis of $1,358,398 in fixed rate debt and $326,694 in floating rate debt (before deferred financing charges) including
$52,030 in demand and short term loans which are repayable in less than one year, The Company has entered info interest rale swaps in
order to manage the impact of fluctuating Interest rates on EUR €148,283 ($196,564) (December 31, 2009 - EUR €159,908 ($240,515)} of its
long term debt. Bue to a reduction of interest rates in The Netherlands, Germany and the Baltics during the year ended December 31, 2010,
the impact on the consolidated income statement is a loss of $677 (December 31, 2009 - loss of §7,486). The Company discloses the
weighted average interest rate of maturing long term debt in Note 14. 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 $2,222 in the Company's sarnings as a result of the impact on
floating rate borrowings.
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21, Financial instruments and risk management {(cont.}

¢} Creditrisk :

The Company's principal assets are commercial properties. Credit risk on tenant receivables of $9,826 (December 31, 2009 - §20,064) arises
from the possibility that tenants may not fulfilt their lease obligations. The Company mitigates this credit risk by performing credit checks on
prospactive 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 intemational, national and large anchor tenants. The Company's
fargest tenant represents 36.8% of properly revenue for the pericd. The ability of this tenant to fulfill its long term lease chligation, 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 €75,000 {$99.420)
felter 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 Carnpany performs monthly reviews
of its receivables and establishes an appropriate provision for doubtfut accounts. 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 supported by security letters of
credit issued by the purchaser.

d} Currency risk

Currency risk arises from assets and liabilittes denominated in US dollars or Euros. The Company has established internal hedging
relationships between Euro-denominated net investments in foreign self-sustaining operations and Euro-dencminated corporate non-asset
backed bonds and junior subordinated notes. At December 31, 2010, EUR €234,340 ($310,641) (December 31, 2009 - €234,340 ($352,471))
of the Company's net investment was hedged with an equal amount of Euro-denominated debt. The hedge is considered to be an effective
hedge at Becember 31, 2010 and December 31, 2009, and will be regularly reviewed $o 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
streamns related to property rentals. The operating results of the Company's foreign operations are translated to Canadian dollars for financial
statement reporting purpeses. Changes to the exchange rates during the reporing period impact those reported results. A 10% variation in
exchange rates is considered to represent a reasonably possible change to existing rates.

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

- in the Euro exchange rate compared to the Canadian dollar would result in a decrease (increase) in earnings after income taxes,
excluding un-hedged debt, of $(2,287) and a foreign exchange gain or 1oss on the un-hedged Euro denominated corporaie non-asset
backed bonds of $9,014 after income taxes; and

- in the US dollar exchange rate compared to the Canadian doilar would result in a decrease (increase} in earnings after income taxes,
excluding un-hedged debt, of $344 and a foreign exchange gain or [oss on the un-hedged US dollar denominated junior subordinated
noles of $1,360 afler income taxes.

The Balance Sheets of the Company's foreign self-sustaining operalions are transiated 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-suslaining foreign operations is
refliected 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 debi 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 comprehensive income
during the period.

e} Concentration risk

Certain of the Company's larger investment properties are leased lo single tenants, and the recovery of the camled value of these investments
is dependent upon the continuation of rental income on these properties from existing or new tenants. The Company's largest single tenant
represented approximately 38.8% (December 31, 2008 - 34.3%) of property revenue for the year. The risk relales to the abiiity of the Company
to reptace this revenue stream on a timely basis while maintaining the related property costs. The Company mitigates this risk by entering into
iong term |eases; reviewing the financial stability of the tenant and obtaining security or guarantees where appropriate; and seeking
geographic and indusiry diversity of tenanis. 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 fram this lenant. The property leased to this tenant has a
fair market value of $592,540 at December 31, 2010 {December 31, 2009 - $676,850). The Company also follows a policy of maintaining its
properties to a quailify standard that would support timely re-leasing to new tenants.

f) Environmental risk

As an owner and manager of real estate properties, the Company is subject 1o various Unites States, European and Canadian federal,
provincial, state and municipal laws relating to envircnmental matters. These laws could hold the Company liable for the costs of removal and
remedialion of certain hazardous substances or wastes released or depasited 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 to borrow using real
estate as callateral, and could potentially also resull 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 Campany is also not aware of any pending or threatened
investigations or actions by environmental regulatory authorities in connection with any of its properiies or any material pending or threatened
claims relating to environmental conditions at its properties. The Company has policies and procedures to review and monitor enviranmental
exposure, and has made, and will centinue to make, the necessary capital expenditures for compliance with environmental laws and
regulations. Environmental [aws and regulations can change rapidly and the Campany may become subject to more stringent environmental
laws and regulations in the future. Compliance with more stringent environmental laws and regulations could have an adverse sffect on its
business, financial condition or resuits of aperation.
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22, Capital management

The Company's objectives in managing capital are: increasing equity through retained earmings and equity financing, sufficient to support debt
borrowing to fund growth of the asset base, while maintaining an IFRS debt-to-equity ratio of not more than 4.0:1; funding growth through a
balance of debt and equity sufficient to maintain an IFRS interest expense coverage ratio at an annual rate of at least 1.25:1; and providing
shareholders with a return on total shareholters’ equity of greater than 15% annually, and paying total annual dividends at a sustainable level.

Interest expense coverage is defined as propery revenue, less property operating expenses and general and administrative expenses, divided
by interest expense. The Company excludes revenues and cosls of sale of properties under development for resale as intarest on borrowings
to finance these activities is typicajly capilalized. In the management of ils capital, the Company includes all short term bank indebtedness,
long term debt, and shareholders' equity. The Company has extermnal covenants imposed by specific bomrowing facilities. These covenants
primarily relate to mainienance of minimum interest coverage ratios, maximum loan to vaiue ratios and reserve account balance requirements.
The resuits of the Company's management objectives for the period were as follows.

2016 2009
Debt-to-equity ratio 16.55: 1 14.94 : 1
inferest expense coverage ratio 0.84:1 1.04:1

2010 2008

Debt is calculated as follows:

Long term debt $ 1,618,508 $ 2,541,724
Consiruction financing 40,231 94,989
Homburg Capital Securities A 1,000 3,866
Long term payables 10,340 11,732
Sue to DIM shareholders 2,987
Non-construction demand loans ) 12,921 74.310
$_ 1,683,000 $_2.829618

Shareholders” equity $__ 101,676 3 200071
Interest expense ; $___110.648 $___ 125142
Property revenue - $ 133,004 § 177468
Property operating expenses (25,628) {33,237}
General and administrative (14,820) {14 238}

$ 92,556 $ 120004

23. Related party transactions
The Company's direct parent is Homburg Financs A.G., which is controlled by the former Chairman and Chief Executive Officer.

a} The Company has entered into agreements with compantes commoniy controlled by the former Chairman and Chief Executive Officer. A
summary of the various fransactions between related parties is as follows:

2010 2008
Rental revenue earned $ {482) 8 {788)
Interest income () $ {574) $ 768
Management agreement termination fee {0} $ 21,600 $
Asset and construction management fees {r} $ 8,440 $ 24758
Property management fees incurred {r) 8 4,784 k) 8,555
Insurance costs incurred 3 514 3 1.281
Service fees incurred $ 4,915 $ 5,489
Property acquisition/disposal fees incurred {r) E3 1,302 3 1,068
Mortgage bond guarantee fees incurred (j) S 17,134 § 2,898
Bond and other debt issue costs incurred $ 209 $ 1,434
Interest costs incurred (g) (h) (k) $ 276 % 2,798
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22. Related party transactions {cont.)

b)

c)

d)

@)

f)

q)

h)

k)

m

—

n

o}

P}

Included in trade payables is $405 (accounts payable - December 31, 2009 - $2,776) with companies commonly controlled by the former
Chairman and Chief Executive Officer,

Included in restricled cash and accounts payable is a deposit on a condominium unit of $355 (December 31, 2008 - $355) from the former
Chairman and Chief Executive Officer. The unit will be purchased at market prices.

The Company has approved a rasolution authorizing the property manager, a company commonly controlled by the former Chairman and
Chief Executive Officer, to operate trust accounts on its behalf as required to conduct business of the Company.

Professional services of approximately 5305 (December 31 2009 - $284) were purchased from a carporation of which one of the
Company's directors is affiliated.

Included in accounts payable and other labilities is $21,892 (December 31, 2009 - $198) with companies commoniy controlled by the
former Chairman and Chief Executive Officer, which are non-interest bearing and have no set terms of repayment.

Previously included in accounts payable and other liabilities and paid out in the fourth quarter {December 31, 2009 - EUR €2,378
($3,573)), was a demand note payable to a company commonly controfied by the former Chairman and Chief Executive Officer, which
bore an interest rate of 5.619% per annum,

Previously included in accounts payable and cther liabilites and paid out in the fourth quarter {December 31, 2008 - USD $1,201
(61,355)), was a demand note payable to a company commonly controlied by the former Chairrnan and Chief Executive Officer, which
bore an interest rate of 6.00% per annum.

Previously included in accounts receivable and received in the fowrth quarter (December 31, 2000 - EUR €8,795 {$10,220)) was a demand
note receivable from a company commonly contralled by the former Chairman and Chief Executive Officer, which bore an interast rate of
7.25% per annum.

The Company has ended a guarantee 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 pratected 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. Buring the year
this contract was cancelled, thus eliminating the Company's liability for $13,383 representing an approximate discount of 30% from the
book value of the liability.

Included in non-construction demand loans i a promissory note payable in the amount of EUR €6,291 ($8,339) {December 31, 2009 -
EUR €7,519 (311,310)). This amount relates to the Company's investment in Homburg Eastern European Fund B.V. The note bears
interest at 8.0% per annum and has no specific repayment terms,

During the year the Company acquired a company commonly controlled by the former Chairman and CEO, which held €19,785 (526,227)
in Homburg Bond 11, The bonds have been sold to unrelated third parties during the year.

The Company has entered into head leases with HCREIT. The annual minimum rent payable, excluding amounts subject to third party
tenants, total $1,108. The head leases 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 $683 included in property operating expenses for the period ended December
31, 2010.

The Cormpany has entered into a ground lease with HCREIT for & term of 25 years, with an option to renew for up to 3 additional periods of
25 years each. The annuat minimum rent payable for the ground lease is $186. The Company has $108 included in propetty operating
expenses for the period ended December 31, 2010.

The Company has pledged and hypothecated in favour of HCREIT, Units having an aggregate value of approximately $6 million as
collateral for its obligations under the Head Leases (the “Head Lease Pledge”), and Units having an aggregate value of approximately $4
million as security 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 annually by /5 of the number of Units
pledged. The number of Units pledged under the Remediation Cost Pledge will be reduced from time to time upan payment by the
Company 1o HCREIT of any portion of the remediation costs, if any, it being understood that for each $10 of the total remediation cost paig
to HCREIT, the number of Units pledged under the Remediation Cost Pledge will be reduced by one Unit. Upon payment of the fult
Remediation Cost, the Company will be fully discharged of its obligations under the Remediation Cost Pledge and any remaining Units wilt
be released from the Remediation Cost Pledge.

As part of the HCREIT launch by the Company an December 16, 2009, the Company concluded that management functions refating to its
Canadian operations performed under the existing agreements should be internalized within HCREIT, The Company considered various
reslructuring allernatives to modify the agreements accordingly, and concluded that the preferred alternative was the immediate
termination of the agreement. Consequently, the Company, tegether with its various property owning subsidiary parinerships, paid the
termiration amount of $21,600 provided far under the agreement, effective February 25, 2010 and this amount has been included in the
loss from discontinued operations.,

During the year the Company sold its 50% interest in Homburg SNS Propery Finance Limited Partnership at book value to a company
commonly controlled by the former Chairman and Chief Executive Officer for $7,409 in notes receivable.
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23. Related party transactions {cont.)

q)

Buring the quarter the Company paid €813 ($1,079) for 2 10% interest in a real estate fund that is managed by a company commonly
controiled by the former Chairman and Chief Executive Officer (Note 8).

Property and Asset Managsment Service Fees
The Company has entered into a Property and Asset Management Agreement, which expires on June 30, 2016, with a company
commonly contraled by the former Chainman and Chief Executive Officer to provide the following 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 is the sale
tenant occupying the relevant property and pays rent lo the lessor, as well as generally alt other costs and expenses that arise from
the use of the property, such as utilities, 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 nol in place, fees will
be a percentage of all 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 investment 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 revenue (l.e. total basic rent plus expense recoveries),

{ii} For investment properlies situated in Europe where Singfe Tenant Triple Net Leases are not in place, fees will be a percentage of
annual 7ents as generated by the Properties. On a go forward basis, any such fees o 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 tonstruction
contracts. Gross costs include the fotal hard and soft costs (including interest), but exclude fand cost. The Manager will be
responsible for, including but not fimited to, project management and all third party 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 legs than two years, 15% of the first year net revenue
for leases of three o 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, mortgage payments, taxes, assessments, premiums on insurance and all other payments related to the
operation of the Properties.

Asset Management Service Fees

(V) For investment properiies 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
total asset bese, caloulated on a quarterly basis, for properties where a Singfe Tenant Triple Net Leasges {as such term is defined
above) are not in place;

{(viiy Forinvestment properties situated in Europe, annual fees of 0.20% of the total asset base, calculated on a guarterly basis;

{vili) Share issue fees of 5% of the tolal gross proceeds raised in share issues of Hii, provided that the Manager will assume all costs
velated to such share issues (inciuding selling commissions payable to intermediaries, legal {ees, marketing expenses. travel
expenses and additional out-of pocket expenses). Ne fees are payable by Hil to the Manager with respect to shares issued fo 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 series 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 {i) the Manager will not be entitied to be reimbursed for any due diligence or

- execution cosis relating 1o any acquisifions or dispositions, whether successful or unsuccessful, including legal, accounting, financiat
advisory and brokerage services as well as frave! expenses and the cost of obtaining structural, environmental, title, and appraisal
reports.

Related party transactions are recorded at their exchange amounts, being the amounts agresd to by the refated parties.

24, Commitments

011 012 013 201 2015 Later
Future minimum lease paymenis:
Operating leases of the Company (&) $ 13,582 $ 13,582 $ 13,794 & 14431 § 14431 § 155878
Headlease commitment Note 23{m)(n) 1,294 1.294 1.294 1,294 626 3,808

a)

b)

c)
d}

$ 14.876 $ 14,876 $ 15088 $ 15725 $ 15,057 §__ 159,586

The Company has a headlease obligation and is working towards sub-leasing this space prior to the occupancy date. Any sub-leases will
offset the Company's fufure obligation under the lease commitment. A provision for the estimated amount of the headlease contract which
is considered {0 be onerous has been recorded.

The Company has a headlease obligation related to the investment property owned by DEGI! L.P., for any vacant space that may exist at
the date of completion of construction, which was substantially complete on December 31, 2009. Based upon current lease commitments
for the related space in place at period end, the estimated value of the net headiease obligation is not material.

The Company and its subsidiaries have entered into various property management agreements, expiring in 2016 (Note 23a).

The Company has construction projects underway to which it has signed commitments of $6,443,
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25, Contingent liabilities

a) There are claims which the Company is involved with, arising out of the ordinary course of business operations. The Company does not
consider the exposure to such litigation to be material, aithaugh this cannot be predicted with certainty,

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 fo be issued, would impose transfer tax on the
acquisition of cerfain properties by the subsidiaries. The potential liability would be EUR €10,831 {$14,357) (December 31, 2009 - EUR
€10,831 ($16,291)} and would result in an expense should the Company be unsuccessful in defending the existing assessment and the
remaining potential assessments. Of this folal amount: the Company has raceived an assessment for EUR €1,800 ($2,386) (December
31, 2009 - EUR €1,800 ($2,707)); an additional EUR €7.831 (§10,381) (Dacember 31, 2008 - EUR €7,831 {$11,779)) was indicated for
potential assessment, and io date no additional assessments have been received. The remaining amount of EUR €1,200 {$1,580)
(December 31, 2009 - EUR €1,200 ($1,805)) refates fo 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 transfer tax
on any of these acquisitions, Accordingly, the Company has not recorded any of the proposed transfer tax in its consolidated financial
statements.

26, Rental income under operating leases

The Company's operations include leasing commercial real estate. The following is a schedule of minimum future renial income on non-
cancelable operating leases having initial terms in excess of one year:

2011 201 2013 2014 2015 ~ Later
Future minimum rental income: $__ 106058 5 104,123 $ 97,056 § 94096 § 77417 3 75,844

27. Segmented Information

The Company is predominately organized and managed on a geographical basis. Operating perfosmance is evaluated by the Company’s Chief
Operating Decision Maker {("CODM") primarily based on the net operating income of completed investment preperties, which is defined as
property revenues less properly operating expenses, aggregated into operating segments with similar economic characteristics represented by
the following geographical areas - North America, Germany, The Netherlands and the Baltic States. Centrally managed expenses such as
interest, amortization, and general and administrative costs are not included or aliocaled to operating segment results.

The CODM also regularly reviews the carrying value of investment properties, on a property by property basts and atso on an aggregated
basis by geographical operating segment. Operating segment liabilities regutarly reviewed by the CODM on an aggregated basis by
geographical operating segment inciude mortgages and mortgage bonds payable to the extent these can be allocated to specific geographical
aperating segments.
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27. Segmented information {cont.}

Germany Netheriands Baltic States  North America Total
Year ended December 31, 2010
Property revenue $ 83,217 % 33,204 $ 18,857 $ 17,726 $ 133,004
Operating expenses 4,626 3888 5,880 11,234 25,628
58501 §__ 29316 $___12977 S5___ 6482 §___107.376
Year ended December 31, 2008
Property revenue 5 89,866 3 45277 ) 22,089 $ 18,347 $ 175579

Qperaling expenses 10,308 6.387 6,797 9.170 32,663
- 5 79,557 3 38,890 $ 15,292 3 877 § 142916

December 31, 2010

Investment properties $ 748715 $ 422918 $ 208,258 $ 21,838 $__1401.727
Morigages payable §_ 492342 § 350911t §__ 159,939 $ 30,916 5 1034108
Mortgage bands payable $ 31,082 s 36,842 3 $ 67,922 $ 135346
December 31, 2009

Investment properties $__ 872190 % 515860 $_ 234725 5__1.1166840 $ 2739415
Mortgages payable $__ 659.609 $ 400,198 $__ 198516 $__ 686363 $_ 1,944 688
Morigage bonds payable $ 34981 $ 42.088 k) $_ 113.189 $ 180,238

in addition to the above, the North American segment derived revenue from the sale of properties developed for resale of $15,061 (December
31, 2008 - $110,274), less costs of development of $21,369 (December 31 2009 - $157,657), which resuited in gross foss on sale of properties
of $6,308 (December 31, 2009 - loss of $47,383). At December 31, 2010, the Garmany segment included one (December 31, 2009 - one)
tenant that individuaily represented 36.8% (December 31, 2009 - 34.3%) of the Company's consolidated property revenue for the period.
Property operating expenses inciude $544 relating to vacant properties (December 31, 2009 - $252).

fn addition fo the Company's geographical operating segments, the following information is also provided to the Board of Directors on an
aggregated basis by property classification (Retail, Industrial, Office and Residential).

Retail Industrial Office Residential Total
Year ended December 31, 2010 . o
Property revenue $ 18,730 3 16,985 $ 97,287 $ 2 $ 133,004
Operating expenses 5272 6,079 13,160 1.117 25628
$ 13,458 $ 10,806 $ 84,127 $ (1,115} $___ 107,376
Year ended December 31, 2009 S
Property revenue % 21,218 $ 36,086 § 118,265 $ & 175579
Operating expenses 5,898 9.370 17,395 32,863
3 15,320 3 26,726 $ 100,870 3 $_ 142916
December 31, 2010
Investment properties $__ 106,530 §__ 204230 $__1,090.907 $ $ 1401727
Mortgages payable $ 16,055 $__ 158,580 $ 785,164 3 73,309 $ 1,034,108
Mortgage bonds payable $ 4,557 $ 21,477 $ 41,8980 8 $ 87,924
December 31, 2009
Investment properties $_ 654.842 $ 285154 $_ 1,743.329 8 56,090 $_2739415
Morigages payable $ 350649 §__ 354332 5_1147.075 8 92.830 % 1.944 686
Mortgage bonds payable § 40,982 $ 34.136 k) 38,051 $ $ 113,169

At December 31, 2010, mortigage bonds payable totalled $135,846. Of this amount 367,922 related to properties under development and
funds intended for acquisitions and development projects which wiil be jocated in Canada. The remaining $67,924 is allacated lo specific
property classification segments above. At December 31, 2008, morigage bonds payable totaled $190,238, exclusive of the currency
guarantee receivable of $5,036, Of this amount $77,069 related to properties under development and funds intended for acquisitions and
development projects which will be located in Canada. The remaining $113,168 is allocated to specific property classification segments above.
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28, interests in joint ventures

The Company owned a direct or indirect partial interest in the following joint venture L.P.'s which were active at December 31, 2010

Joint venture Location Property type % Owned
Homgco Realty Fund (49) L.P. Canada Residential 5%
An 80% interast in the Cedar joint venture, which holds UusA Commercial 80.00%

a 100% interest in nine separate LP.'s

Homburg LP Management Inc., a company directly and indirectly controlled by the former Chairman and GEOQ, acts as the general partner in
all partially owned limited partnerships, except the Cedar joint venture, in which the general pariner is related to the minority limited partner,
These consolidated financial statemens reflect the aggregate amount of the Company's share of the assets, liabilities, revenue and expenses
of the above joint ventures in accordance with the principles of proporlicnate consolidation, as foliows:

2010 2009
Assets -
Cash and cash equivalents $ 2,556 $ 3,764
Development praperties for resale 22,900
Receivables and other 1,431 3,070
Investment proparties, and investment properties under development 125924 171,157

3 129911

$___200.891

Liabilities
Accounts payable and other liabilities $ 963 $ 5342
Security depgosits and prepaid rent 759 548
Mortgages payable 82,300 146,689
$ 84,022 $__ 152579
Revenue -
Property revenue $ 12,900 3 14,787
Saie of properties developed for resale 21 3,630
Net adiustment to fair value of investment properties _ 9,495 {23.294)
$ 22,416 3 {4.877)
Expenses
Property operating axpenses s 3,190 $ 3,534
Cost of sale of properties developed for resale 16 3,222
General and administrative expenses 154 1,129
Mortgage interest 4,778 5,708

$ 8,138 $ 13,585

29, Subsequent events
a) Subsequent to year end, the Company secured a $10 milfion operating line secured by units in HCREIT.

b} Subsequent to year end HCREIT completed a public offering of Units on a bought deal basis. The HCREIT issued 8,597,500 units, including
1,447,500 unils issued through the exercise of the full over aliotment option by the underwriters. Congurrent with the issue of 8,597,500 units
by the REIT, the Company also sold 2,500,000 units for gross proceeds of $28.5 million. The issue by the HCREIT, and the sale by the
Company will reduce the voting interest of the Company from 33.7% to approximately 23.1% which will result in a loss of approximately
$11,500. The net proceeds will be utilized to repay the $10 miilion cutiined in Note a) above, and for general corporate purposes.

c) Subsequent to year end the Company arranged new covenants for the Junior Subordinated notes {Note 14 {(d)) of $53,145. The Company
anticipates it will be below these thresholds in the first quarter of 2011 in which case the lender would have the right to demand repayment. As
at December 31, 2010 the Junior Suberdinated notes are reflected as maturing in 2011. The Company has a redemption option from 2011 to
maturity.

d} Subsequent to year end Mr. Richard Homburg, Chairman and CEO and Mr. Richard Stelle, Chief Operating Officer, rasigned from Homburg
Invest Inc.

2) Subsaquent to yaar end, the Company temporarily ceased making scheduled principal payments of €244 ($323) on four mortgages totalling
€44,276 (562,669} with property fair values of €44,740 ($59,307), at December 31, 2010 related to certain underperferming 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 amortizations of these loans with the lenders. All interest payments are current.

f} Subsequent to year end the Company agreed, pursuant to the exercise of certain "buy-sell® provisions in certain joint venture agreements
with Cedar Shopping Centers, Inc. (NYSE: CDR) ("Cedar’), that the Company will sefl its B0% interest in one of the nine proparties 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 jolnt venture properties. This transaction is expected to close in the second quarter of 2011,
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30. Staff costs

The Company has certain management agreements with a relaled party (Note 23} and did not directly employ any key management
employees during 2010 or 2009.

31, Indemnities

The Company has agreed to indemnify its directors and officers in accordance with the Company's policies. The Company maintains
insurance policies that may provide coverage against cerfain claims.

32. Comparative figures

Certain comparative figures have been reclassified to conform to the financial stafement presentation adopted for the curent period. The
income statement has been restated 1o reflect the raclassification of discontinued operations.
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