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The following Management’s Discussion and Analysis (“MD&A”) is intended to provide 
readers with an explanation of the performance of Imperial Equities Inc. and its subsidiary 
Imperial Distributors Canada Inc. This MD&A should be read in conjunction with the 
audited consolidated financial statements and MD&A for the fiscal year ended September 
30, 2009. Imperial Equities Inc. trades on the TSX Venture Exchange under the symbol “IEI’.  
Additional information on the Company may be obtained by visiting www.sedar.com. 

RESPONSIBILITY OF MANAGEMENT AND THE BOARD OF DIRECTORS 

Management is responsible for the information disclosed in the MD&A and is also 
responsible to ensure that appropriate procedures and controls exist internally that will 
provide reasonable assurance regarding the reliability of the Company’s financial reporting 
and its compliance with Canadian GAAP. In addition, the Company’s Audit Committee and 
Board of Directors provide an oversight role with respect to all public financial disclosures 
by the Company and have reviewed and approved this MD&A and the accompanying 
interim consolidated financial statements. 

FORWARD-LOOKING INFORMATION  

In our report to shareholders, Management may talk about our current economy and 
express opinions on future interest rates and capitalization rates that we might experience 
or speculate on future market conditions. This forward-looking information is based on 
management’s current assessment of market conditions based on their expertise as well as 
the opinions of other professionals in this industry. While Management considers these 
statements to be reasonably optimistic and favorable, the opinions and estimates of future 
trends are subject to risk and uncertainties. Readers are encouraged to read the risk factors 
identified in Note 23 of our 2009 annual report. Any forward-looking statements in our 
report should not be relied upon as facts, as actual results may differ from estimates. 

NON-GAAP MEASURES  

Throughout the MD&A, management will use measures that have no standardized meaning 
under GAAP, and therefore may not be comparable to other companies that use the same 
measures. These measures include EBITDA (earnings before interest, taxes, depreciation 
and amortization), and gross margins. 
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2nd QUARTER REPORT TO SHAREHOLDERS 
March 31, 2010 
 
 
The 1st quarter of this year saw the real estate market in Alberta validate itself with a strong surge 
in residential sales.  This type of activity is also a strong indication that the industrial and 
commercial sectors are holding strong and steadily increasing in investor and consumer demand. 
The industrial leasing market is robust and without question one of the strongest in the Nation. 
Our new Fort McMurray project is well underway and once completed will command a price for a 
single tenant industrial building that is unprecedented in our Company’s history. 
 
Buildings owned by Imperial Equities continue to be 100% occupied and achieving increases in 
the price per square foot with every lease renewal. Recently, the lease renewal on one of our 
single tenant properties in Edmonton was completed and resulted in a significant increase in the 
renal rate. Current negotiations on a large space in one of our multi tenant buildings will yield 
almost double the rent of the previous tenant. This clearly demonstrates the strength of the 
Alberta industrial real estate market.  
 
Undoubtedly the highlight of our Q2 is the strong consolidated revenue results. For the three 
months ended March 31, 2010 our revenues were over $8.3 million. This represents EBITDA of 
$866,267 and a total of $1,871,777 year to date. Overall our year to date (six months) Revenues 
are $16,285.724 with Funds from Operations reaching almost $1.1 million ($0.12 per share)   
 
Revenues derived through Imperial Distributors Canada continue to break all records and 
projected targets. Pharmaceutical sales have increased in each Quarter and have reached 
almost $14 million for the first six months of this fiscal year. This represents a 134% increase over 
the same period one year ago. Our aggressive marketing team coupled with the implementation 
team are extremely motivated and determined to keep the pace and achieve results that measure 
up to management’s expectations.  
 
All this positive activity does not come without its logistical challenges. These challenges must be 
anticipated and acted upon well in advance to allow the Company to operate in a seamless 
fashion. New updated software to accommodate a large operation was recently married with new 
state of the art hardware that should handle our needs for the next 3 to 5 years. Beginning in 
January 2010 we appointed a new Southern Alberta sales representative to specifically promote 
our cold chain products and in the coming weeks we will be bringing on a new General Manager 
to oversee the day to day operations of Imperial Distributors Canada.               
 
Again, we are optimistic about the continued growth of Imperial Equities and as always, we would 
like to thank our shareholders for their ongoing support and do invite you to contact any of the 
directors with comments, concerns or investment opportunities.   
 
 
Sincerely, 

 
Sine Chadi 
Chief Executive Officer and Chairman of the Board 
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2ND QUARTER -OVERALL PERFORMANCE HIGHLIGHTS 

 Revenue from sales of pharmaceuticals is up $7,932,126 (134%) over the same period last year  
 

 Average monthly sales of pharmaceuticals are $2,307,023 for the six months ending March 
2010 compared with average monthly sales for the year ending September, 2009 of 
$1,071,128   

 
 Earnings before income taxes are $696,768 up $279,652 (67%) over the same period last year    

 
 Funds from operations are $1,096,055 =   $.12 cents per share 

 
 2010 year to date EBITDA is $1,871,777   

 
 Imperial breaks into the Fort McMurray market with a land acquisition for $5.8 million 
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 ebitda  is defined as 
 earnings before the 
 following:  

 Interest, 
  Income taxes, 
  Depreciation and 

 Amortization. This is   
 a non-gaap measure.  
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ANALYSIS OF RESULTS OF OPERATIONS AND CASH FLOWS BY SEGMENT     

REAL ESTATE SEGMENT 
Revenues from real estate operations are in line with last year as the properties continue to be 
leased with 100% occupancy.  The tenants are paying more for operating cost recoveries this 
year due to the budgeted increase in property taxes.      

Property operations expenses are higher than last year due to the increases in property taxes 
for 2010.  Interest on mortgages has decreased with the declining balance of principal on the 
outstanding mortgages. Last March the mortgage balances were $20,520,046 compared to 
$18,056,722 at March 2010. 

 Amortization on revenue producing properties is slightly less than last year as the depreciable 
asset base has remained unchanged and is a declining balance through amortization.  This year 
the book value of revenue producing properties that are amortized total $25.5 million compared 
to $26.0 million at March 2010. Amortization of deferred leasing is less this year as the 
amortized cost base continues to decrease without any additions.   Leasing costs are amortized 
over the life of the respective leases which is usually five years. There have been no leases up 
for renewal in the last six months. 

 Selling and administrative expenses incurred in the real estate segment were higher this year 
by $19,595. This can be attributed to a large charitable donation the Company sponsored.   
Donations are classified under corporate expenses in the segmented information, Note 11 of the 
Consolidated Financial Statements.   The increase in consolidated selling and administrative 
expenses on the statement of earnings can be attributed to the pharmaceutical segment. 

Cash flows from real estate operations generated $911,105 or $.10 cents per share for the six 
months ending March 2010. The real estate segment had no unusual expenses during this 
period.  

Cash flows from financing were positive with total net cash inflows of $4,546,771. Of this 
amount, $200,000 was received from the proceeds of exercised options and $4,000,000 was 
received from a private lender to assist with the acquisition of land in Fort McMurray.  Details of 
the $4,000,000 loan can be found in Notes 5 and 10 of the Consolidated Financial Statements. 

Cash flows from investing in the real estate segment were reduced by $5,785,309 which was 
the total cash outlay for the land in Fort McMurray.   

The real estate segment had a net decrease in its cash position of $13,361 since the fiscal year 
end of September 30, 2009.    
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REAL ESTATE SEGMENT (CONT’D) 

Receivables from tenants are lower by $47,046 from our fiscal yearend figures due to the 
collection of receivables from the tenants. At September 30 each year the budgeted common 
area costs are adjusted to actual and any increases are billed to the tenants.  

Prepaid expenses and deposits have decreased since September 30 by $120,055. All prepaid 
taxes from the year end cleared at December 31st. The current balance of $44,033 represents 
insurance premiums on the properties.   

Payables and accruals have a balance of $263,618 at March. Of this amount, $97,293 is the 
accrual for 2010 property taxes to date, and the balance relates to accrued interest on 
mortgages and prepaid rent from tenants who pay in advance of the month due.   

The current portion of mortgages payable increased over $1.3 million since September 30. 
There are now two mortgages up for renewal in the next twelve months and the Company is 
required to show the full principal balance as current.  A schedule of mortgages can be found in 
Note 6 of the Consolidated Financial Statements. The Company intends to renew the mortgages 
as they come due. 

PHARMACEUTICAL SEGMENT 
Imperial Distributors Canada Inc. (“IDCI”) 

Revenues from the pharmaceutical business continue to grow at a phenomenal rate and are 
up 134% over March 2009. This increase in revenue is from a growing customer base and 
through existing customers increasing their volume purchases.  

Gross margins are 5% this quarter which 
compares with 6.9% last year.   The average 
mix of products sold in a month causes the 
gross margins to typically vary between 6% 
and 7%.  The Company’s aggressive rebates 
to customers for sales during the first two 
quarters has increased sales dramatically 
while reducing the gross margin by 1%. 
Rebates that are offered to customers are 

competitive with the competition and leave little room for increases in the gross margins. The 
Company continues to get squeezed by the competition however the level of sales now being 
achieved is generating profits for the Company. Gross margins are defined as sales net of 
returns, discounts and rebates, less cost of the goods sold including discounts from vendors.     

 
2nd  Quarter 
 

Sales of 
pharmaceuticals 

% 
increase 

2010 $ 13,842,138 134% 

2009 $ 5,910,012 22% 

2008 $ 4,833,642 100% 

2007 $ 2,411,515  
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PHARMACEUTICAL SEGMENT (CONT’D) 
 

EBITDA -  pharmaceuticals 2010 
Q2 

2009 
Q2 

2008 
Q2 

Net earnings (loss) $ 177,270 $ (44,803) $ (79,464) 

Add:  Amortization  19,925 24,182 55,329 

Add: Interest expense 21,340 4,539 33,806 

Less: Income tax recovery (12,245) 7,674 (48,302) 

EBITDA $206,290 $ (8,408) $ (38,631) 

 

Interest expense is this year due to the increased use of the line of credit.  The line of credit is 
used to increase the inventory requirements that correspond to sales revenue increases and 
bridge the gap between receivables and payables.  

Selling and administrative costs are $540,046 at March 2010 which represents 4% of sales. This 
compares with March 2009 where selling and admin costs were $391,709 or 7% of sales.  The 
Company has achieved economies of scale with the increased revenue stream which means that 
even though sales have increased a whopping 134% over last year, the overhead costs have only 
increased 38% to handle the increased volume. 

Inventory has increased by $1,062,942 from the year end of September 2009.   

 Inventory levels have increased 46% since the year end to 
accommodate the growth in sales. As sales continue to climb, it is anticipated that inventory 
levels will continue to rise to meet the demand. 

Ave. Sales Mar'10 
$2,307,023

Ave. Sales Dec'09 
$2,253,066

Ave. Sales Sep'09 
$1,071,128

Average monthly sales from 
September to date are $2,307,023. 
This represents an increase of 87% 
since our yearend. 
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PHARMACEUTICAL SEGMENT (CONT’D) 
Receivables are up $1,062,942 from September 30, 2009 as sales continue to grow.  Average 
monthly sales for the year ending September 30, 2009 were $1,071,128 with a receivable 
balance of $2,797,634 or 2.61 months. Average monthly sales for the first two quarters ending 
March 31, are $2,307,023 with a receivable balance of $3,785,936, or approximately 1.64 
months outstanding.  Collection periods continue to decrease and improve our cash flows. 

Accounts payable have increased since the yearend by $425,250 with the corresponding 
increase in inventory levels.  The Company continues to takes advantage of all prompt payment 
discount opportunities with vendors. 

Cash flows from operations in the pharmaceutical segment were $184,950 compared to 
negative cash flow at March 2009 of $(12,947).   

Cash flows from financing increased in the pharmaceutical segment by $1,767,023 which is the 
increased use of the line of credit. The Company successfully increased the line of credit for IDCI 
from $1,500,000 to $2,500,000 with the current lender. The heavy increase in sales in the first 
two quarters has required a ramp up of inventory very quickly.  The balance on the line of credit 
at March 31, 2010 was $2,167,449. 

SUMMARY OF CONSOLIDATED QUARTERLY RESULTS 

              

QUARTERLY CHANGES IN THE REVENUE 

Revenue from real estate operations has remained steady each month with the same tenant 
base since July of 2008. There were increases in the common area revenues to recover 
increased operational costs and modest increases in rents upon tenant renewals. The large 
increases each quarter are due to the pharmaceutical sales generating over $2 million a 

2010 2010 Sep-09 2009 2009 2009 Sep-08 2008
Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3

REVENUE 8,307,857    7,977,867  4,946,667 4,440,749 3,977,798 4,306,692 3,505,103 3,978,432 

NET EARNINGS 204,763      257,417     (62,021)     106,896    138,155    195,701    16,281      (46,983)     
(LOSS)

EPS-Basic 0.02            0.03          (0.01)        0.01         0.02         0.02         0.01         (0.01)        
EPS-Diluted 0.02            0.03          (0.01)        0.01         0.02         0.02         0.01         (0.01)        
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month. Imperial Distributors now has a specialty drug division that has boosted the sales 
and profits for IDCI.  

Revenue producing properties report straight line revenue therefore quarterly changes are 
not material unless new tenants have come on stream as in the last quarter of 2008. In 2009 
the real estate segment reported full year revenue streams from the two new acquisitions in 
2008.  The changes in revenue in each quarter can be primarily attributed to the sales of 
pharmaceuticals. The decrease in Q2 2009 is the result of large pharmaceutical order being 
placed just after the closing of the month end.   

QUARTERLY CHANGES IN NET EARNINGS OR -LOSS AND 
EARNINGS OR -LOSS PER SHARE 

 

Net earnings in the recent quarter were lower than Q1 by $52,654 after tax. In the real 
estate segment, charitable donations during the second quarter were $30,000 and property 
operations expenses were up $50,000 for repairs and maintenance and higher utility bills 
for the winter months.   

The increase in net earnings in Q1 of this fiscal year can be attributed partly to the 
pharmaceutical segment where positive earnings were achieved for the first time since the 
Company acquired this business segment.  

The lower earnings reported in Q4 2009 were the result of increases in repairs and 
maintenance items expensed. A broken water main at one of our real estate properties cost 
the Company $70,644 in damages. The real estate segment’s 3rd and 4th quarter included the 
costs associated with exterior painting of two of our larger buildings. Total painting 
expenses were $49,300 as well as a refurbished parking lot that cost the Company $22,000. 
The Company believes it is necessary to keep the revenue producing properties looking 
their best displaying a pride of ownership. Other contributing factors at each year end are 
the recording of external audit fees and additional accounting fees associated with 
preparation of the year end reporting requirements.   

2009 Q3 shows a decrease in earnings attributed to the real estate segment where the 
Company experienced an adjustment to the property taxes expensed at June 30 for the first 
six months of 2009. Some of our properties experienced tax increases of 28% to as high as 
147% for the PowerComm building.  Property taxes for all properties increased by 
$190,589 over 2008 as valued by the City of Edmonton, City of Fort Saskatchewan and 
Strathcona County assessments. 

2009 Q2 had a decrease in earnings due to higher utility bills in January through March as 
well as the costs associated with producing the annual report for 2008 and mailings to 
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shareholders. All increases in utility costs and property taxes are recovered from the 
tenants through a reconciliation at the Company’s yearend of September 30.  

Losses mid-year in 2008 Q3 reflect the cost of implementation of the new software at IDCI. 
Revenues in the last quarter of 2008 helped to absorb some of those costs. 

The fluctuations in earnings per share figures are directly related to the operational activities 
described herein. There have been no significant changes to the outstanding shares that would 
affect the EPS. 

 Outstanding share data 

The Company is authorized to issue an unlimited number of common shares. Total issued and 
outstanding shares at March 31, 2010 are 9,300,342. During the first two quarters the Company 
purchased 2,400 shares pursuant to the normal course issuer bid for total cash consideration of 
$3,600. The normal course issuer bid expires August 23, 2010.   

During the second quarter, 200,000 options were exercised by directors for total proceeds of 
$200,000 in exchange for 200,000 common shares. There are currently 100,000 options held by 
a director of the Corporation that remain unexercised. These options can be exchanged for one 
common share at an exercise price of $1.75 and expire August 11, 2010. 

 
Compensation of Directors and Officer 

This table sets forth information in respect of all 
compensation paid to the directors and officers of the 
Corporation during the period ending March 31, 2010 
for their services as directors and officers of the 
Corporation.   

Directors’ 
Fees Salary 

 

 

Options 
Granted/Total 

Held 

Sine Chadi, Director & Officer NIL $90,000 Nil 

Diane Buchanan, Director $ 1,000 NIL Nil 

Kevin Lynch, Director $ 3,000 NIL Nil 

Bill Smith, Director $ 3,000 Nil Nil 

Dr. Dennis Modry, Director $ 3,000 NIL Nil/100,000 
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RELATED PARTY TRANSACTIONS 

Paid to companies owned or controlled by a director, majority shareholder 
and officer 

Property management and operations expenditures in the amount of $136,024 (2009 
$127,372) were paid to Sable Realty & Management Ltd., (“Sable”) a company owned 100% 
by Sine Chadi, a director and officer of the Company, and North American Mortgage & 
Leasing Corp. (“NAML”) a company owned 100% by Sine Chadi. Of the fees paid to Sable, 
$122,141 are pursuant to a contract with Imperial Equities Inc. to bill for the management 
and maintenance of its properties for a percentage of rents collected. Fees charged by 
Sable are significantly lower than competitors’ fees for the same service which affords a 
competitive financial advantage to the Company.  These costs include building and 
ground maintenance charges as well as the costs associated with billing and collection of 
rents. Also included are labour and equipment costs performed for tenant improvements 
and tenant’s normal repairs and maintenance. Imperial Equities recovers these fees from 
the tenants under their common area costs. Additional fees billed by Sable may include 
accounting costs associated with public company quarterly and annual filing requirements. 
Amounts included in Operations also include the cost of leased vehicles to the 
pharmaceutical company in the amount of $10,880 (2009 $8,950). Vehicle lease costs were 
paid to NAML.  

Leasehold improvements contract fees paid in the prior year of $40,553 were paid to 
Sable for additional tenant improvement projects requested by PowerComm to increase 
their work space. The funds paid by Imperial Equities to Sable are amortized and recovered 
from the tenant under their lease agreement.   

Leasing and real estate commissions paid in the prior year of $18,644 were paid  to North 
American Realty Corp. (“NARC”) a company managed and controlled by Sine Chadi and owned 
100% by Mr. Chadi’s wife, Seham Chadi. NARC has a contract with Imperial Equities Inc. to 
provide asset management services by licensed realtors in the province of Alberta. Fees and 
commissions paid are in line with current industry standards and are comparable to similar 
transactions undertaken by the Company with unrelated parties. Any fees charged by NARC are 
then paid by NARC to participating outside real estate firms and to the realtors employed with 
NARC.  

 

The above transactions took place at amounts which in management’s opinion approximate 
normal commercial rates and terms and occurred in the normal course of operations. The 
transactions have been recorded at the exchange amount.  
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RELATED PARTY TRANSACTIONS (CONT’D) 

Also included in Sable’s billings to Imperial Equities are a percentage of salaries paid for 
marketing and consulting fees. These fees are billed to the Company at 10% above base 
salary cost for actual work performed. This 10% fee paid to Sable covers additional 
expenses Sable incurs for costs associated with employee benefits, car allowance, etc. Fees 
billed for the two quarters were $46,200 compared to $25,795 for 2009. 

Other financing from a company which is owned by a member of the 
immediate family of a director and significant shareholder 

The balance of other financing in the amount of $5,500,000 is due to one private lender. 
Interest at a rate of 6% (2008 – 8%) per annum is paid monthly on $1,500,000. The balance 
of $4,000,000 received during the second quarter bears interest at a rate of 8% per annum 
paid monthly. Both loans are secured with a collateral mortgage placed on the land held for 
development in Fort McMurray. The set repayment terms are $1,500,000 due  May 1, 2010 
and the balance of $4,000,000 is due on or before May 1, 2011.   Total interest paid at March 
31, was $45,000 (2009 - $52,500).   

Paid to directors 

Mr. Kevin Lynch, a director of the Company, is a partner in the law firm of Bennett Jones LLP 
who provides corporate legal services to the Company. All of the transactions are in the 
ordinary course of business and include, but are not limited to, fees for the acquisition and 
disposition of real estate assets. Total fees billed at March 31st equal $10,389 (2009-$8,987).  

 

LIQUIDITY, CAPITAL RESOURCES & 
SOLVENCY 
The Company’s liquidity position has changed from the year end.  Current assets have increased 
$2,128,546 or 39% while the current liabilities, excluding other financing and the current portion 
of mortgages, increased $4,345,615. Imperial Equities used its line of credit to place a deposit of 
$1,193,750 on the land in Fort McMurray. The Company has arranged further financing on this 
project through a commercial lender which is expected to be funded in May, 2010. When these 
funds are received, the line of credit will be reduced as well as $1,500,000 of other financing.  

The balance of other financing in the amount of $4,000,000 with a private lender will remain in 
place until the build to suit project in Fort McMurray is completed in the fall of 2010. At that  
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LIQUIDITY, CAPITAL RESOURCES & SOLVENCY (CONT’D) 

 

date, conventional mortgage financing will be placed on the property and the proceeds  will 
used to pay out the private lender. 

Accounts payable in IDCI are up $425,250 since yearend due to the increased sales and 
purchases of inventory.  

 Working capital needed to fund the day-to-day operations has been achieved through normal 
cash flows from operations which generated $1,096,055 at March 31st. The Company has a total 
line of credit of $6,000,000 at March 31st . The balances on the lines of credit at March 31, 2010 
were $5,640,729 leaving $359,271 available for use for general business purposes.   

Subsequent to this quarter ending, IDCI has received approval for an increase in its line of credit 
from $2,500,000 to $4,000,000 bringing the total available lines of credit for the Company to 
$7,500,000. This increase was put in place in advance of needs to ensure that the continued 
aggressive growth in the sales of pharmaceuticals would be handled without cash flow 
problems. 

There are two mortgages that are up for renewal in the next twelve months with combined 
principal balances of $3,266,350. The Company intends to renew these mortgages as they come 
due. 

 The Company does not currently have any financial obligations other than in the normal course 
of property operations. 

 



FINANCIAL
INFORMATION 



 
 
 
 
 
 
 
 
  
 
 
 
To the Shareholders of 
Imperial Equities Inc. 
 
 
 
Management has reviewed and prepared the consolidated balance sheet of Imperial 
Equities Inc. as at March 31, 2010 and the consolidated statement of earnings and 
comprehensive income and retained earnings and consolidated statement of cash 
flows for the quarter then ended. Our auditors Grant Thornton LLP, have not 
reviewed these interim financial statements. These financial statements are 
accompanied by the required Certification of the Company’s Chief Financial Officer 
and Chief Executive Officer. 
 
 
 
 
Management 
Imperial Equities Inc. 
May 17, 2010 
  

  
IMPERIAL EQUITIES INC. 
      
 



Imperial Equities Inc. 
CONSOLIDATED STATEMENT OF EARNINGS AND COMPREHENSIVE INCOME AND 

RETAINED EARNINGS    (unaudited) 
For the period ending March 31, Current Current Prior Year Prior Year 
 Quarter YTD Quarter YTD 
 2010 2010  2009 2009 
  $ $ $ $ 
                                                                                                   (3 months)     (6 months)  (3 months)  6 months)     
Revenue    
Rental revenue 973,694 1,948,574 981,563 1,937,619            
Operating cost recoveries 250,836 494,231 231,486 435,426     
Sales of pharmaceuticals 7,082,941 13,842,138 2,763,730 5,910,012       
Interest 386 781 1,019 1,433               
 8,307,857 16,285,724 3,977,798 8,284,490          
 
Expenses  
Property operations 293,989 537,019 230,625 434,762     
Cost of sales of pharmaceuticals 6,710,520 13,096,583 2,570,836 5,527,527       
Interest on mortgages, debentures and   
   other financing 303,179 613,434 325,819 657,583         
Amortization of revenue producing properties 245,473 490,819 271,515 521,125           
Amortization of deferred leasing costs 32,808 65,616 39,392 71,727     
Amortization of intangibles  17,408 34,815 28,960 28,960    
Amortization of capital assets 7,034 14,069 12,091 24,182       
Selling and administrative 412,139 751,534 286,028 571,367             
Professional fees 5,748 6,351 5,307 7,008           
Shareholder communications 19,194 22,460 22,229 23,134         
 8,047,492 15,632,700 3,792,801 7,867,375          
  
Earnings (loss) before income taxes 260,365 653,024 184,997 417,116           
 
Income taxes (recovery) 
Current income tax   70,695 162,289 52,671 (12,325)         
Future income tax (15,093) 28,554 8,651 95,585         
 55,602 190,843 61,322 83,260           
 
Net earnings (loss) and comprehensive income 204,763 462,181 138,155 333,856        
Retained earnings, beginning of period 4,758,813 4,501,395 4,497,586 4,301,885     
Net earnings (loss) 204,763 462,181 138,155 333,856    
Premium on shares cancelled  - - (129,168) (129,168)      
Retained earnings, end of period 4,963,576 4,963,576 4,506,573 4,506,573         
 
Earnings (loss) per share-basic and diluted .02 .05 .02 .04        

 
 
See accompanying notes to the consolidated financial statements  



Imperial Equities Inc. 
CONSOLIDATED BALANCE SHEETS 

  March 31, September 30, 
   2010 2009 
  $ $ 
Assets    
Current 
Cash     183,075 195,656     
Receivables    3,813,529 2,797,634     
Inventory  3,589,335 2,328,738       
Prepaid expenses and deposits   68,912 204,277   
  7,654,851 5,526,305    
     
Future rent receivable    323,566 337,839       
Deferred leasing costs   619,162 684,778        
Revenue producing properties    25,533,208 26,016,438    
Land held for development  (Note 3)  6,271,236 485,927     
Capital assets    103,025 117,094     
Intangible assets   392,252 427,067    
Future income taxes   463,964 451,719    

  41,361,264 34,047,167        
Liabilities 
Current 
Bank indebtedness (Note 4)  5,640,729 3,245,111        
Payables and accruals  1,285,537 840,329        
Income taxes payable  162,289 110,175        
Other financing (Note 5)  5,750,000 1,500,000        
Debentures   150,000 150,000    
Current portion of mortgages (Note 6)  4,116,289 2,788,393        
  17,104,844 8,634,008         
 
Security deposits   133,859 133,857        
Mortgages (Note 6)  13,940,433 15,796,554        
Future income taxes   946,158 905,359      

   32,125,294 25,469,778     
Shareholders’ equity  
Share capital (Note 7)  4,255,071 3,997,924        
Contributed surplus (Note 8)  28,573 85,720       
Repurchased shares for cancellation (Note 7)  (11,250) (7,650)    
Retained earnings  4,963,576 4,501,395        

  9,235,970 8,577,389     

  41,361,264 34,047,167        
See accompanying notes to the consolidated financial statements 
  
 
On Behalf of the Board Sine Chadi                                    Kevin Lynch 
 Director                                        Director 

  



Imperial Equities Inc. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(unaudited) 
Period ending March 31, Current Current Prior Year Prior Year 
 Quarter YTD Quarter YTD 
 2010 2010  2009 2009 
  $ $ $ $ 
                                                                                             (3 months)  (6 months)    (3 months)   (6 months)  
Increase (decrease) in cash and cash equivalents 
 
Operating 
Net (loss) earnings 204,763 462,181 138,155 333,856            
Amortization of revenue producing properties 245,473 490,819 271,515 521,125       
Amortization of intangibles  17,408 34,815 14,480 28,960     
Amortization of capital assets 7,034 14,069 12,091 24,182            
Amortization of deferred leasing costs 32,808 65,616 39,392 71,727            
Expenditures on deferred leasing costs - - (25,900) (25,900)        
Future income tax expense (recovery) (15,093) 28,554 8,651 95,585           
Gain on sale of property - - - -        
Funds from operations  492,393 1,096,055 458,384 1,049,535         
Change in non-cash operating balances 208,624 (1,629,531) 1,111,330 184,515            
 701,017 (533,477) 1,569,714 1,234,050            
 
Financing 
Mortgage proceeds - - - -          
Repayment of mortgages (265,813) (528,224) (335,791) (656,100)            
Advances from other financing 4,250,000 4,250,000 - -          
Repayment of other financing - - - -       
Repayment of debentures - - - - 
Purchase of common shares for cancellation (3,000) (3,600) (10,800)  (102,270)          
Advances (repayment) on operating line of credit 844,168 2,395,618 (1,152,051) (554,699)           
  5,025,355 6,313,794 (1,498,642) (1,313,068)            
 
Investing 
Purchase of revenue producing properties - - - -       
Additions to property under development - -   
Additions to land held for development (5,785,309) (5,785,309) (950) (950)      
Additions to capital assets - - - (2,900)        
Property improvements - (7,589) (24,020) (357,303)            
 (5,785,309) (5,792,898) (24,970) (361,154)            
 
Net increase (decrease)  in cash  (58,937) (12,581) 46,102 (440,172)            
Cash beginning of period 242,013 195,656 160,856 647,130     
Cash end of period 183,076 183,075 206,958 206,958            
 
 See accompanying notes to the consolidated financial statements 
  
 
 
 



Imperial Equities Inc. 
Notes to the Consolidated Interim Financial Statements 
March 31, 2010 and 2009 
________________________________________________________________________ 
1. Nature of operations   
 
Based in Edmonton, Alberta, Imperial Equities Inc.’s major operations consist of development and 
redevelopment of commercial and industrial properties in the Edmonton area and the sale and 
distribution of pharmaceuticals. The Company’s common shares trade on the TSX Venture Exchange 
(TSXV) under the symbol “IEI”. 
 
2. Summary of significant accounting policies   
 
Basis of presentation   
 
The unaudited interim consolidated financial statements of the Company and its wholly owned 
subsidiary, Imperial Distributors Canada Inc. (“IDCI”), are prepared by management in accordance 
with Canadian generally accepted accounting principles for interim financial statements. All inter-
company transactions and balances have been eliminated. The disclosures contained in these 
unaudited consolidated financial statements do not include all of the requirements of Canadian 
generally accepted accounting principles for annual financial statements. These unaudited interim 
consolidated financial statements follow the same accounting policies and methods of application as 
the most recent audited financial statements. 
 
The interim consolidated financial statements should be read in conjunction with the audited annual 
consolidated financial statements for the year ending September 30, 2009. 
 
Changes in accounting policies 
 
Future accounting pronouncements 
 
In June 2009 the CICA has amended Section 3862, Financial Instruments - Disclosures to include additional 
disclosure requirements about fair value measurements of financial instruments and to enhance liquidity 
risk disclosure requirements. The amendments apply to annual financial statements relating to fiscal years 
ending after September 30, 2009. Early adoption is permitted.  The Company does not anticipate any 
changes to the financial statements other than additional disclosures.  
 
Convergence with International Financial Reporting Standards 
In February of 2008 the Canadian Accounting Standards Board confirmed that the use of International 
Financial Reporting Standards (“IFRS”) will be required for Canadian publicly accountable enterprises for 
year ends beginning on or after January 1, 2011. As the Company will be required to report its results in 
accordance with IFRS starting in 2012, the Company is assessing the potential impacts of this changeover 
and is developing its plans accordingly.  The Company has completed the preliminary diagnostic phase, 
having reviewed the major differences between Canadian GAAP and IFRS. The IFRS assessment on 
reporting results is being overseen by the Company’s Chief Financial Officer. The Company will address 
the design and planning, solution development and implementation of the project in the subsequent 
phases. 
  
3. Land held for development 
 
At the end of the second quarter, the Company completed the acquisition of 5.4 acres in Fort McMurray, 
Alberta for a total purchase price of $5,785,309. Carrying costs on the land include property taxes of 
$10,515. and interest capitalized in the amount of $15,985. The land was purchased for the development 
of a build to suit project for an international tenant. Construction of the project will commence in the next 
quarter.  
 



Imperial Equities Inc. 
Notes to the Consolidated Interim Financial Statements 
March 31, 2010 and 2009 
________________________________________________________________________ 
4. Bank indebtedness    
 2010 2009 
 March 31, September 30, 
Operating lines of credit 
Imperial Equities Inc.   $ 3,473,280 $  2,844,685 
Imperial Distributors Canada Inc.   2,167,449 400,426   

     $ 5,640,729 $  3,245,111 
 
Imperial Equities Inc. has an operating line of credit for general business purposes with a limit of 
$3,500,000.  The line of credit bears interest at the greater of 5% per annum or prime plus 2.75% and is 
secured by two specific revenue producing properties with a net book value of $3,235,457. 
    
Imperial Distributors Canada Inc. has an operating line of credit with a limit of $2,500,000. This loan bears 
interest at prime plus 1.75% and is secured by a general security agreement, a general assignment of book 
debt and inventory, as well as a corporate guarantee provided by Imperial Equities Inc. in the amount of 
$2,500,000.   
 
5. Other financing 
 
The balance owing at September 30, 2009 in the amount of $1,500,000 is owed to a company owned by 
an immediate family member of a director and significant shareholder of the Company. This loan bears 
interest at 6% per annum, paid monthly.  During the second quarter, the Company received an additional 
amount of $4,000,000 from the same lender.  The second loan bears interest at a rate of 8% per annum 
paid monthly. The total loan amount of $5,500,000 is secured by a collateral mortgage against the land in 
Fort McMurray as well as a personal guarantee from the President of the Company. Repayment terms for 
the loans are $1,500,000 due May 1, 2010 and $4,000,000 due May 1, 2011.  
 
In addition to the $4,000,000 received, a further sum of $250,000 was received from a private lender. This 
loan bears interest at a rate of 8% per annum. Interest on the loan will accrue and be paid in full with the 
principal balance owing when conventional mortgage financing is secured on the build to suit project in 
Fort McMurray. This loan is unsecured. 
 
6. Mortgages   
 
 Maturity      Monthly Balance     Balance NBV of the 
 Date Rate       Payments     Mar. 31 2010     Sep. 30 2009 Underlying Security Lender 
 
 Nov 1, 2010 4.71% 14,695 $ 1,479,658 $  1,532,597   $ 2,753,854 CIBC 
    Jan  1, 2012 4.94% 8,636 929,671  958,345    661,938  CIBC 
 Nov 1, 2011 4.97% 12,704 1,358,317 1,400,520   733,490 Manulife 
 Apr 1, 2012 5.20% 15,169 1,635,406 1,683,624   1,477,255 CIBC 
 Sep 1, 2012 5.81% 12,449 1,330,339 1,366,242   993,512 Manulife 
 Sep 1, 2012 4.74% 12,599 1,157,014 1,204,798   1,843,685 Mfr. Life 
 Aug 1, 2010 4.40% 17,810 1,786,692 1,853,745   2,567,846 CIBC 
 Oct 1, 2013  5.385% 12,117 1,403,801 1,438,584     2,518,128  RBC 
 Aug 1, 2013 5.782%  62,134 6,975,823 7,146,492   8,748,043  CIBC 
                                      $ 18,056,722 $ 18,584,947         $ 22,297,751 
Less current portion: (4,116,289) (2,788,393)                     

           $  13,940,433 $ 15,796,554               
 
 



Imperial Equities Inc. 
Notes to the Consolidated Interim Financial Statements 
March 31, 2010 and 2009 
________________________________________________________________________ 
6. Mortgages  (cont’d) 
 
The above mortgages are repayable in blended monthly payments of interest and principal.  The 
scheduled amount of principal repayments in each of the next five years is as follows: 
 
  2010 $       4,116,289  
 2011 2,881,735 
 2012 4,041,101  
 2013 7,017,597 
 2014 - 
  $     18,056,722 
 
The security pledged for each mortgage is limited to that mortgage.   
 
7. Share capital 
 
a) Authorized: 
Unlimited number of common shares 
 
b) Issued and outstanding 
 Number   
2010 of shares Cost 
 
Balance at September 30, 2008   9,206,342  $   4,044,086 
Shares cancelled during the year (106,000) (46,162) 
Balance at September 30, 2009 9,100,342 3,997,924 
Stock options exercised (Notes 8 and 9) 200,000 257,147 
Balance at March 31, 2010 9,300,342 $   4,255,071  
 
 
c) Repurchased shares for cancellation  
 
The Company received approval from the TSX Venture Exchange to purchase up to 455,017 common 
shares representing 5% of the outstanding shares under a normal course issuer bid, expiring August 23, 
2010. At September 30, 2009 the Company had purchased 5,000 shares for total cash consideration of 
$7,650. During this period the Company purchased an additional 2,400 shares for total cash consideration 
of $3,600. Of the total 7,400 shares repurchased, all are carried at cost and shown as a deduction from 
shareholders’ equity until such time that they are cancelled.  
 
8. Stock-based compensation plan 
 
The Company has established a Stock Option Plan for the benefit of its directors, management and key 
employees.  The Board of Directors may designate which directors, management and key employees of 
the Company are to be granted options. Under the Stock Option Plan, the Company may grant options, 
which vest immediately, to acquire a maximum number of common shares equal to 10% of its total issued 
and outstanding common shares.  On August 11, 2005, the Company received regulatory approval to issue 
400,000 stock options to its directors enabling each holder the right to acquire one common share for 
each option held. At the time of grant, the options had a weighted average fair value of $0.27. On May 21, 
2008 the Company issued an additional 100,000 options to a director enabling the holder the right to 
acquire one common share for each option held. At the time of the grant, the options had a weighted 
average fair value of $0.31. 



Imperial Equities Inc. 
Notes to the Consolidated Interim Financial Statements 
March 31, 2010 and 2009 
________________________________________________________________________ 
 
8. Stock-based compensation plan (cont’d) 
 

The following table reflects the activity under the stock option plan: 

 Options Weighted Average  
  Outstanding Exercise Price Remaining Life (Yrs) 

Balance at September 30, 2009 and 2008 300,000 $ 1.25 2 
Exercised during the period    (200,000) $ 1.00 - 
Forfeited and expired - - - 
Balance at March 31, 2010 100,000 $ 1.75 1 
 
During the period, two directors of the Company exercised their right to acquire one common share for 
each option held. Proceeds of $200,000 were received in exchange for the issuance of 200,000 common 
shares. 
 
In determining the fair value of stock options granted on May 21, 2008, the following estimates were used 
in the Black-Scholes option pricing model; a risk-free interest rate of 3.45%, expected life of 2.22 years, 
volatility of the trading price was estimated at 25% and no expected dividends. Total compensation cost  
of $31,720 was recognized as compensation expense for the granting of the options with a corresponding 
increase to contributed surplus.  
 
9. Contributed surplus 

   2010  2009 

Balance at beginning of year $   85,720 $   85,720  
Carrying value of options exercised during the period (57,147) - 
Stock-based compensation recognition 
  of fair value of stock options granted to: 
  -Employees, officers and directors -  -  

Balance, end of period $   28,573 $   85,720   
 

During the second quarter, the right to acquire one common share for each option held was exercised by 
two directors of the corporation. A total of 200,000 shares were issued. The carrying value of the options 
exercised was recorded as a reduction of the contributed surplus account with a corresponding increase 
to share capital. 

 
10. Related party transactions  
 
Related party transactions are as follows:   
 2010 2009 
Paid to companies owned or controlled by a director, majority shareholder and officer  
 
Property management and operations $    136,024 $  127,372  
Leasehold improvements contracts - 40,553  
Leasing and real estate commissions -       18,644     
Marketing and consulting fees 46,200 25,795  

 $    182,224 $ 212,364  
 



Imperial Equities Inc. 
Notes to the Consolidated Interim Financial Statements 
March 31, 2010 and 2009 
________________________________________________________________________ 
10. Related party transactions (cont’d) 

Property management and operations expenditures were paid to a company owned 100% by a director, 
majority shareholder and officer and include building and ground maintenance, collection of rents and 
accounting. Also included are labour costs associated with tenant improvements.  These amounts are 
recoverable from the tenants, under the terms of the related lease agreements.   

Leasehold improvement contracts were paid in the prior year to a company owned 100% by a director, 
majority shareholder and officer and is recoverable from the tenants under the terms of the related lease 
agreements. Marketing and consulting fees were paid to this same company.  

The above transactions took place at amounts which in management’s opinion approximate normal 
commercial rates and terms and occurred in the normal course of operations.  The transactions have been 
recorded at the exchange amount.  The above noted fees are for services that would not otherwise be 
provided by employees of the Company. 

 
 
 2010 2009 
Other financing from a company which is owned by a member of the immediate  
   family of a director and significant shareholder 
 
Balance payable, beginning of year $ 1,500,000 $   1,500,000 
Advances to Imperial Equities Inc. 4,000,000 -  
Repayments of advances                - - 
Balance payable, end of year $ 5,500,000 $   1,500,000  
 
Interest paid on advances $       45,000 $        52,500   
 
Advances to the Company are used for interim financing and are measured at amortized cost. The 
advances are secured with a collateral mortgage placed on the land held for development in Fort 
McMurray, Alberta. The set terms of repayment are $1,500,000 due May 1, 2010 and the balance due 
May 1, 2011. The $1,500,000 bears interest at a rate of 6% (2009- 6%) per annum and the $4,000,000 
bears interest at a rate of 8% per annum, which are the rates that were negotiated by the parties in the 
normal course of operations.  The above transactions have been recorded at the exchange amount.  
Advances will be repaid with interest when the Company secures long term financing on the build to suit 
project in Fort McMurray.   
 
Paid to directors  
 
Directors’ fees $      10,000          $      5,000      
 
Directors are paid a fee for attending directors’ meetings. The fees are measured at the exchange amount 
established and agreed to by the related parties.  These transactions occurred in the normal course of 
operations. 
 
Paid to a partnership of which a director is a partner 
 
Legal fees  $       10,389 $     8,987  
 
Legal fees paid were in the normal course of operations and are measured at the exchange amount 
established and agreed to by the related parties. 
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______________________________________________________________________ 
 
 
11. Segmented Information   
 
The Company operates in two key business segments; real estate and pharmaceutical sales. Operating segments are determined based on the different types 
of business activities and the different economic environments they operate in. All of the Company’s sales are within Canada. 
 
 Pharmaceuticals                               Real Estate Corporate Expenses 
 Consolidated 
December 31, Current Year Prior Year Current Year Prior Year Current Year Prior Year Current Year Prior Year 
  
Revenue $  13,842,919 $ 5,910,828  $   2,442,806 $    2,373,663          $    16,285,725 $    8,284,491 
 
Property operations - - 537,018 434,762  537,018 434,762 
Cost of sales of pharmaceuticals 13,096,583 5,527,527 - - 13,096,583 5,527,527 
Interest on mortgages, debentures and 
    other financing 21,340 4,539  592,094 653,044  613,434 657,583 
Amortization 19,925 24,182  585,396 621,813  605,320 645,995 
Selling and administrative  540,046 391,709  70,679 51,084  610,725 442,793 
Segment (loss) earnings from operations 165,025 (37,129)  657,618 612,960  822,643 575,831    
General corporate expenses - - -  -  $ 169,619 $ 158,716 169,619 158,716 
Income tax (recovery) expense (12,245) 7,674  203,088 75,586    190,843 83,260 
Net (loss) earnings and comp. income 177,270 $     (44,803)   $       454,531 $       537,374      $ 169,619 $ 158,716 462,181 $      333,855          
 
Identifiable segment assets $ 8,104,072 $ 5,424,197  $ 33,257,192 $ 28,620,037    $ 41,361,263 $34,044,234    
Expenditures for segment capital assets, 
property under development, and 
revenue producing property $                  - $         2,900  $ 5,792,899 $      333,283     $  5,792,899 $    336,183      
 
 


