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Profi le
The Company is a leading provider of services to residential real estate brokers and their REALTORS®. The Company generates cash 
fl ow from franchise royalties and service fees derived from a national Network of real estate brokers and Agents in Canada operating 
under the Royal LePage, Via Capitale and Johnston & Daniel brand names. At June 30, 2012, the Company Network consisted of 
15,249 REALTORS®. The Company Network has an approximate 22% share of the Canadian residential resale real estate market based 
on transactional dollar volume. The Company pays monthly dividends and trades on the Toronto Stock Exchange under the symbol 
“BRE”. The Company’s website address is www.brookfi eldresinc.com.

Forward-Looking Statements
This MD&A and other content of this Financial Review report contain forward-looking information and other “forward-looking statements”. 
The words such as “should”, “will”, “continue”, “plan”, “believe”, “expect”, “anticipate”, “intend”, “estimate” and other expressions, which 
are predictions of or indicate future events and trends and which do not relate to historical matters, identify forward-looking statements. 
Reliance should not be placed on forward-looking statements because they involve known and unknown risks, uncertainties and other 
factors, which may cause the actual results, performance or achievements of the Company to differ materially from anticipated future 
results, performance or achievements expressed or implied by such forward-looking statements. Factors that could cause actual results 
to differ materially from those set out in the forward-looking statements include a change in general economic conditions; interest rates; 
consumer confi dence; the level of residential resale transaction; the average rate of commissions charged; competition from other 
traditional real estate brokers or from discount and/or Internet-based real estate alternatives; the availability of acquisition opportunities 
and/or the closing of existing real estate offi ces; other developments in the residential real estate brokerage industry or the Fund that 
reduce the number of and/or royalty revenue from the Company’s REALTORS®; our ability to maintain brand equity through the use 
of trademarks; the availability of equity and debt fi nancing; a change in tax provisions; and other risks detailed in the Fund’s Annual 
Information Form, which is fi led with securities commissions and posted on SEDAR at www.sedar.com. The Company undertakes no 
obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, 
except as required by law.
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Q2 2012 Interim Report to Shareholders 
Financial and Operating Highlights
June 30, 2012 and 2011

    Three months Three months Six months Six months
    ended ended ended ended
Unaudited June 30, June 30, June 30, June 30,
(In thousands of Canadian dollars) 2012 2011 2012 2011

Royalties  $ 9,992  $ 9,821  $ 18,212  $ 18,016 
CFFO  $ 7,362  $ 6,826  $ 12,923  $ 12,506 
Dividends $ 2,618  $ 2,618  $ 5,236  $ 5,236 
Interest on Exchangeable units $ 1,168  $ 1,168  $ 2,336  $ 2,336 
Current income tax expense $ 1,028  $ 1,178  $ 1,863  $ 2,115 

Per Share basis

Royalties $ 0.78  $ 0.77  $ 1.42  $ 1.41 
CFFO  $ 0.57  $ 0.53  $ 1.01  $ 0.98 
Dividends $ 0.28  $ 0.28  $ 0.55  $ 0.55 
Interest on Exchangeable units $ 0.35  $ 0.35  $ 0.70  $ 0.70 
Current income tax expense $ 0.11  $ 0.12  $ 0.20  $ 0.22 

For the three months ended June 30, 2012 (the “Quarter”), the Company generated cash fl ow from operations (“CFFO”) of $7.4 million, or 
$0.57 per restricted voting share (“share”), as compared to $6.8 million, or $0.53 per share, for the same period in 2011. Royalties were 
$10.0 million, as compared to $9.8 million for the same period in 2011. Net earnings were $7.9 million, or $0.83 per share, compared to 
net earnings of $4.9 million, or $0.52 per share for the same period in 2011.

Market transactional dollar volume for the rolling twelve months ended June 30, 2012 was $170.8 billion, up 10% from June 30, 2011, 
driven by a 3% and 7% increase in selling price and home sale activity, respectively. The steady increase in selling price is largely driven 
by the consistent shortage of listings, resulting in competition among home buyers, and low interest rates, which continue to draw home 
buyers into the Market. 

While tumultuous economic conditions beyond our borders have been a drag on Canadian consumer confi dence, the relatively 
favourable domestic outlook and stimulative effect of pervasively low interest rates have continued to support real estate activity at 
healthy levels.

It has been an encouraging year from a growth perspective. Our franchising prospects are building at a good pace as skilled brokerage 
operators from across the country look favourably upon the company’s offerings and agree to join the Network.

THE COMPANY NETWORK
As at June 30, 2012, the Company Network consisted of 15,249 REALTORS® operating under 412 franchise agreements, providing 
services from 662 locations, with an approximate 22% share of the Market based on 2011 transactional dollar volume. During the 
Quarter, the Company Network decreased by one Agent. On a year-to-date basis, the Company Network increased by 188 Agents, as 
a result of the January 1, 2012 acquisition of 25 franchise agreements with 217 REALTORS® operating under the Royal LePage and Via 
Capitale brands, which were partially offset by net organic attrition of 29 Agents. The net attrition was primarily attributed to experienced 
Agents exiting the industry in the province of Quebec as a result of regulatory accreditation changes.

MONTHLY CASH DIVIDEND
The Company declared a cash dividend of $0.092 per share for the month of August 2012, payable on September 28, 2012, to 
shareholders of record on August 31, 2012.



BROOKFIELD REAL ESTATE SERVICES INC.2

CFFO
This overview and accompanying fi nancial statements make reference to cash fl ow from operations (“CFFO”) on a total and per restricted 
voting share basis. CFFO is defi ned as net income prior to fair value changes, amortization, interest on Exchangeable units, income taxes 
and items related to other income. CFFO is used by the Company to measure the amount of cash generated from operations, which is 
available to the Company’s shareholders on a diluted basis, where such dilution represents the total number of shares of the Company 
that would be outstanding if Exchangeable unitholders converted Class B LP units into shares of the Company. The Company uses 
CFFO to assess its operating results and the value of its business, and it believes that many of its shareholders and analysts also fi nd 
this measure of value to them. CFFO does not have any standard meaning prescribed by IFRS and therefore may not be comparable to 
similar measures presented by other companies.

OUTLOOK
The industry has enjoyed three years of strong house price appreciation in almost all regions of the country, but home prices cannot 
grow faster than salaries and the underlying economy indefi nitely. Some regions have reached or perhaps even exceed the current upper 
level of price resistance. We expect prices and unit sales to level off in many major markets, bringing the full year 2012 into line with our 
original growth forecast. 

Philip Soper
President and Chief Executive Offi cer

Kevin Cash
Chief Financial Offi cer

August 1, 2012



Introduction
This section of our interim report includes management’s discussion and analysis (“MD&A”) of our results and fi nancial 
condition for the three months ended June 30, 2012 (the “Quarter”) and six months ended June 30, 2012 (the “Period”) 
and has been prepared as at August 1, 2012. The fi nancial information presented herein has been prepared on the basis of 
International Financial Reporting Standards (“IFRS”) for interim fi nancial statements and is expressed in Canadian dollars.

On December 31, 2010, the Brookfi eld Real Estate Services Fund (the “Fund”) was converted to a corporate structure (the 
“Conversion”) and carried on as Brookfi eld Real Estate Services Inc. (the “Company”). This MD&A is intended to provide you 
with an assessment of our past performance as well as our fi nancial position, performance objectives and future prospects. 
The information in this section should be read in conjunction with our audited consolidated fi nancial statements for the year 
ended December 31, 2011, prepared in accordance with IFRS. Additional information relating to the Fund and our Company, 
including our Annual Information Form, is available on SEDAR at www.sedar.com. All dollar amounts are in Canadian dollars 
unless otherwise specifi ed.

Statements contained in this MD&A that are not historical facts are forward-looking statements that involve risks, uncertainties 
and other factors, which could cause actual results to differ materially from those expressed or implied by such forward-
looking statements. There are a number of external and industry factors related to the residential resale real estate brokerage 
industry and the business of the Company that may affect an investment in the Company’s shares. A summary of these risks 
is outlined in the Company’s Annual Information Form, which is fi led on SEDAR at www.sedar.com. To the extent that these 
risks have changed during 2012, they are discussed in further detail in this MD&A.
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
OF RESULTS AND FINANCIAL CONDITION

1 Cash fl ow from operations (“CFFO”) is defi ned as net income prior to fair value changes, amortization, interest on Exchangeable units, income taxes and items related to other 
income. CFFO is used by the Company to measure the amount of cash generated from operations, which is available to the Company’s shareholders on a diluted basis, where 
such dilution represents the total number of shares of the Company that would be outstanding if Exchangeable unitholders converted Class B LP units into shares of the 
Company. The Company uses CFFO to assess its operating results and the value of its business and believes that many of its shareholders and analysts also fi nd this measure 
of value to them. CFFO does not have any standard meaning prescribed by IFRS and therefore may not be comparable to similar measures presented by other companies.

2 Agent is defi ned as an individual who is licensed to buy or sell real estate and is actively doing so through an affi liation with a broker.
3 Sales Representative is defi ned as an individual who is licensed to buy or sell real estate and is actively doing so through an affi liation with an Agent.
4 The Market is defi ned as the dollar value of residential resale units sold (“transactional dollar volume”) over a twelve-month period in a particular geographic area.

Highlights

    Three months Three months Six months Six months
Unaudited ended ended ended ended
($ 000’s) except Agents, Sales Representatives, June 30, June 30, June 30, June 30,
shares and per share amounts 2012 2011 2012 2011

Royalties  $ 9,992  $ 9,821  $ 18,212  $ 18,016 
Less: 
 Administration     (94)   361    358    629 
 Management fee   1,949    1,823    3,431    3,342 
 Interest expense   775    811    1,500    1,539 

Cash fl ow from operations¹ $ 7,362  $ 6,826  $ 12,923  $ 12,506 
Amortization of intangible assets   (3,315)   (3,461)   (6,665)   (6,923)
Interest on Exchangeable units   (1,168)   (1,168)   (2,336)   (2,336)
Gain on fair value of Exchangeable units   5,624    3,761    2,097    1,731 
Current income tax expense   (1,028)   (1,178)   (1,863)   (2,115)
Deferred income tax recovery   372    137    513    277 

Net and comprehensive earnings $ 7,847  $ 4,917  $ 4,669  $ 3,140 
Basic earnings per share $ 0.83  $ 0.52  $ 0.49  $ 0.33 
Diluted earnings per share $ 0.26  $ 0.18  $ 0.38  $ 0.29 
Cash fl ow from operations per share $ 0.57  $ 0.53  $ 1.01  $ 0.98 
Total assets $ 105,587  $ 116,682  $ 105,587  $ 116,682 
Total fi nancial liabilities $ 96,558  $ 107,631  $ 96,558  $ 107,631 
Number of Agents2 and Sales Representatives3  15,249    15,361   15,249    15,361 

The table above sets out selected historical information and other data for the Company, which should be read in conjunction with the 
audited consolidated fi nancial statements of the Company for the year ended December 31, 2011.

Business Strategy
We are a long-established, Canadian-based real estate services fi rm, originally structured as an Income Trust and subsequently 
converted to a corporate structure on December 31, 2010. We focus on the provision of services to real estate brokers and their Agents, 
who practise predominantly in the residential real estate brokerage segment of the market, in order to assist them with the profi table, 
effi cient and effective delivery of real estate sales services in the communities they serve. Through a portfolio of highly regarded real 
estate franchise brands, each of which offers differing value propositions, we cater to the diverse service requirements of regional real 
estate professionals, in virtually all signifi cant population centres, right across Canada.

Our objective is to provide our stakeholders with an investment vehicle that pays stable and growing dividends. Our revenue is driven 
primarily by royalties derived from long-term franchise contracts. These royalties are weighted toward fees that are fi xed in nature; this 
has proven to be effective in moderating the variations in overall industry activity that can occur in the Canadian residential real estate 
market (the “Market”4). We manage our operating costs and associated risks by delivering our services and management of the Company 
through an Amended and Restated Management Services Agreement (“MSA”), which is provided by Brookfi eld Real Estate Services 
Manager Limited (the “Manager”), a subsidiary of Brookfi eld Asset Management Inc. (“BAM”). 
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BAM, through a wholly owned subsidiary, holds an approximate 26% interest (the “Exchangeable units”) in the Company. As a result of 
this arrangement, the underlying costs of the Company are not complex as they are limited to management fees paid under the MSA, 
public operating costs and carrying costs associated with our debt.

The number of REALTORS®5 and transaction volumes generated in the markets we serve, the manner in which we structure our 
contracted revenue streams and our success in attracting Agents and brokers to our brands through our value proposition and track 
record are all key drivers of the Company’s performance. These drivers, in combination with other uncontrollable risk factors, including 
the economy at large, government and regulatory activity (see Recent Developments), all impact the Company’s performance and are 
discussed in greater detail throughout this MD&A.

Through the Manager, we seek to further increase dividends by increasing our Agent count through the acquisition of franchise contracts 
and attracting and retaining brokers and their Agents through the provision of additional fee for service offerings and the provision of 
services, which increases our brokers’ and their Agents’ productivity.

As at June 30, 2012, the Network consisted of 15,249 Canadian REALTORS®, operating from 662 locations, providing services under the 
Royal LePage, Johnston & Daniel and Via Capitale brand names (collectively the “Company Network”). The associated franchise contract 
stream (see Structure of Company Royalties) was approximately 68% fi xed and 32% variable in 2011, which after operating costs 
delivered $1.97 of CFFO per share for the year ended December 31, 2011 ($1.97 – 2010, see Cash Flow From Operations), against which 
the Company distributed $1.10 per share in 2011 to shareholders, down from $1.60 per share in 2010, as a result of converting from an 
Income Trust to a taxable corporate structure.

Structure of Company Royalties
ROYALTY FEES
The Company generates royalties with both fi xed and variable fee components. During 2011, approximately 68% of the annual royalties 
were partially insulated from Market fl uctuations as they were not directly driven by transaction volumes. Management believes that the 
combination of a royalty stream based on the number of REALTORS® in the Network, increasing Agent and broker productivity and an 
increasing supply of new housing inventory provides the base for a strong and stable cash fl ow. A summary of these fees is as follows:

Fixed royalty fees are based on the number of Agents and fee-paying Sales Representatives, collectively “selling-REALTORS®”, in the 
Company Network. Fixed franchise fees from Royal LePage franchisees consist of a monthly fi xed fee of $100 per selling-REALTOR®, 
a technology fee and other fees, while those from Via Capitale franchisees consist primarily of a monthly fee of approximately $170 per 
selling-REALTOR®.

Variable royalty fees are primarily driven by the volume of business transacted by our Agents. Variable franchise fees from Royal 
LePage franchisees are driven by the transactional dollar volume transacted by the Agents and are derived as 1% of each Agent’s gross 
commission income, subject to a cap of $1,300 per year. In 2011, 19% (2010 – 18%) of the Agents in the Company Network reached the 
royalty cap.

In addition to these fees, 23 of the Company’s larger Royal LePage locations situated in the Greater Toronto Area (“GTA”) pay a premium 
franchise fee ranging from 1% to 5% of the location’s gross revenue. Of these locations, 16 are operated by the Manager and are 
contractually obligated to pay the premium franchise fee to August 2018.

Approximately 90% (88% – 2011) of the Company’s royalties during the Quarter were derived from the combined fi xed fee per REALTOR® 
per month, 1% variable royalty fee and premium franchise fees. The remaining royalty stream is made up of other fees and services 
generated from APEC fees, technology fees and other fees.

NETWORK ROYALTY PROFILE
The Royal LePage Network: The fees generated from the Royal LePage Network accounted for 91% of the Company’s fees in 2011 
(91% – 2010) and are primarily made up of a fi xed monthly fee per Agent of $100 plus a $20 technology fee per participating franchisee 
(representing 96% of Agents in 2011, 95% in 2010), a variable fee equal to 1% of the fees generated by the Agent (capped at $1,300 per 
Agent), learning services fees and a premium variable fee, as described above. Under this structure, exclusive of ancillary fees, an Agent 
earning in excess of the $1,300 per annum fee cap will contribute $2,740 per annum to the Company. In 2011, 19% (2010 – 18%) of the 
Royal LePage Agents capped on the $1,300 variable fee.

5 REALTOR® is defi ned as an individual licensed to trade in real estate and includes brokers, Agents and Sales Representatives.
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Due to the variable fee-capping feature, approximately 67% (68% – 2010) of the Royal LePage Network fees were fi xed in nature.

The Via Capitale Network: The fees generated from the Via Capitale Network, which services the Quebec market, accounted for 9% of 
the Company’s fees in 2011 and 2010. These fees are primarily made up of a fi xed monthly fee per Agent of $170 ($2,040 per annum) and 
fees generated from APEC fees. In 2011, approximately 78% (76% – 2010) of Via Capitale’s royalties were fi xed in nature.

Monthly Dividends
The targeted annual cash dividend payable to public shareholders for 2012 is $1.10 per share, to be paid monthly. Management and the 
Board of Directors periodically review the Company’s targeted dividends and distributions.

Overview of Second-Quarter 2012 Operating Results
For the rolling twelve months ended June 30, 2012, the Company generated CFFO of $2.00 per share, which has increased from the 
$1.97 recorded in the fourth quarter of 2011 due primarily to increased variable and premium fees resulting from increased Market activity 
and a net $0.2 million recovery of previously written-off receivables during the Quarter. 

During the Quarter, the Company generated CFFO of $7.4 million as compared to $6.8 million for the same period in 2011 as a result of 
increased market activity, a $0.2 million recovery of previously written-off receivables and reduced reporting costs, partially offset by a 
$0.2 million decrease in other revenue and services fees. Other revenue and services decreased by 14% quarter over quarter (1.7% of 
overall revenue), as the Company discontinued an agent website program that was no longer relevant.

On a rolling twelve-month basis, the Canadian market transactional dollar volume of $170.8 billion increased by 10% from June 30, 2011, 
driven by a 3% and 7% increase in selling price and home sale activity, respectively. For the three months ended June 30, 2012, the 
Canadian market transactional dollar volume was up 5% over the same period in 2011, solely driven by home sale activity. 

On a rolling twelve-month basis, the GTA Market experienced a quarter-over-same-quarter increase of 18%, driven by an 8% increase 
in selling price and 10% increase in home sale activity. For the three months ended June 30, 2012, the GTA Market experienced a 12% 
increase on a 7% and 5% increase in selling price and home sale activity, respectively, over the same period in 2011. The higher than 
anticipated rise in home prices is largely driven by the consistent shortage of listings, resulting in competition among home buyers, and 
low interest rates, which continue to draw home buyers into the Market.

The Company’s revenue is primarily fi xed in nature, based on the number of REALTORS® in the Network, which decreased by 1% period 
over period. This structure provides revenue protection from the impact of revenue dips when the Market cools, but also reduces the 
degree to which the Company participates in periods of rapid Market expansion. 

REVIEW OF YEAR-OVER-YEAR MARKET ACTIVITY
Market transactional dollar volume for the rolling twelve months ended June 30, 2012 was $170.8 billion, up 10% from the same period 
in 2011, driven by a 3% and 7% increase in selling price and home sale activity, respectively. The steady increase in selling price is largely 
driven by the consistent shortage of listings, resulting in competition among home buyers, and low interest rates, which continue to draw 
home buyers into the Market. 

ROYALTIES
The most signifi cant drivers of the Company’s royalties are Market activity, the number of Agents in the Company and competition. The 
chart below summarizes the percentage change in transactional dollar volume in Canada, the Company’s royalties and number of Agents 
on a rolling twelve-month quarter-over-quarter basis since 2008. As noted from the chart, the vend-in of franchise agreements in the fi rst 
quarter of each year and the organic growth of Agents, combined with the fi xed-fee nature of our royalties, mitigate the impact of Market 
fl uctuations. In addition, the lag effect of the Company’s policy of recording variable and premium franchise fee royalties when a home sale 
transaction closes, which occurs after the home sale has been reported by the Market, is quite evident. 
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As at June 30, 2012, the Company Network consisted of 15,249 REALTORS® operating under 412 franchise agreements, providing 
services from 662 locations, with an approximate 22% share of the Market based on 2011 transactional dollar volume. The Company 
experienced a net increase of 188 Agents on a year-to-date basis, as a result of the January 1, 2012 acquisition of 217 Agents, partially 
offset by a net attrition of 29 Agents during the Period. 

Recent Developments 
MORTGAGE REGULATION CHANGES 
For the third time in the last four years, Ottawa’s regulators introduced mortgage-lending rules designed to tighten household debt levels. 
The most signifi cant changes, which took effect on July 9, 2012, are as follows: 

1. Less Refi nancing: The maximum refi nancing amount will be reduced from 85% to 80%.

2. Shorter Amortization: The maximum amortization period will drop from 30 to 25 years.

3. Smaller Debt Ratio: The gross debt service ratio will be brought to 39% and total debt service ratio to 44%. 

4. Mortgage Insurance Changes: The availability of government-backed mortgage insurance will be restricted to homes with a value of 
$1 million or less.

The Company’s management is of the opinion that the cumulative impact of these new regulations has created a signifi cantly higher 
hurdle for young buyers seeking their fi rst home and comes at a time when the Market was already slowing of its own accord.

COMPETITION BUREAU
On May 27, 2011, the Competition Bureau announced that it had fi led an application with the Competition Tribunal, seeking to prohibit 
potentially anti-competitive practices by the Toronto Real Estate Board (“TREB”), which may be restricting consumer choice and the 
ability of real estate businesses to introduce innovative real estate brokerage services through the Internet. 

The evidentiary portion of the long-awaited Competition Tribunal hearing between the Competition Bureau and TREB is expected to 
begin on September 10, 2012. Competition Commissioner Melanie Aitken, who has been driving this process, announced that she will 
resign on September 21, two years ahead of the completion of her expected term. What if any effect the commissioner’s departure will 
have on the proceedings is not known at this time.

The Company does not believe that the Competition Bureau’s dispute with TREB will have a material impact on our business. Our real 
estate Agents and their clients both want to be able to advertise their listed properties in the most effective manner, whether this be on 
the Realtor.ca website, operated by the Multiple Listing Service (“MLS”) or some other alternative. Our Agents have legitimate concerns 
about the privacy and the proprietary nature of their listing information. That said, we encourage openness in our industry where practical 
and believe that real estate listing websites will continue to expand and fl ourish, regardless of the current dispute between TREB and the 
Competition Bureau. 

ROLLING TWELVE-MONTH % CHANGE FROM PRIOR QUARTER
 

Q2 12Q4 08 Q1 09 Q2 09 Q3 09 Q4 09 Q1 10 Q2 10 Q3 10 Q4 10 Q1 11Q3 08

Royalties
T$V

Q2 11

Agents

20%

15%

10%

5%

0%

–5%

–10%

–15%
Q4 11Q3 11 Q1 12



MANAGEMENT’S DISCUSSION AND ANALYSIS 
OF RESULTS AND FINANCIAL CONDITION

BROOKFIELD REAL ESTATE SERVICES INC.8

MANAGEMENT SERVICES AGREEMENT
The Company is managed pursuant to an MSA between the Company and Brookfi eld Real Estate Services Manager Limited (the 
“Manager”), a subsidiary of Brookfi eld Asset Management Inc. The MSA will automatically renew for a 10-year renewal term on August 7, 
2013, unless the Company or the Manager gives notice of its intention not to renew the MSA not later than August 6, 2012. The Company 
and the Manager have agreed to delay the date for delivery of such notice to on or before December 31, 2012. The MSA has been in 
effect since 2003 and was originally designed for an Income Trust structure. The Company intends to ensure that any future ongoing 
management arrangements are in the best interests of the Company and its shareholders.

Key Performance Drivers
The key drivers of the Company’s business and dividends payable to shareholders are:

1. the number of REALTORS® in the Company;

2. transaction volumes;

3. the stability of the Company’s royalty stream; and

4. the Company’s growth opportunities.

A summary of our performance against these drivers and a discussion of the underlying Market and REALTOR® population follows, along 
with a review of Company Network growth, diversity and productivity against these variables.

NUMBER OF REALTORS® IN THE COMPANY
As at June 30, 2012, the Company Network consisted of 15,249 REALTORS® operating under 412 franchise agreements, providing 
services from 662 locations, with an approximate 22% share of the Market based on 2011 transactional dollar volume.

For the six months ended June 30, 2012, the Company Network increased by 188 Agents, or 1.3%, consisting of 217 Agents acquired 
through the acquisition of franchise agreements at the beginning of the year, less a net attrition of 29 Agents during the Period. 

During the Period, the one franchise agreement representing 19 Agents which were up for renewal, renewed, while other franchisees 
representing 248 Agents renewed ahead of their contracted renewal dates. 

TRANSACTION VOLUMES
The performance of the Company is dependent upon the receipt of royalty revenue, which, in turn, is partially dependent on the level of 
residential resale real estate transactions. The residential real estate industry is affected by all of the factors impacting the economy in 
general, including changes in interest rates, unemployment and infl ation.

Market transactional dollar volume for the rolling twelve months ended June 30, 2012 was $170.8 billion, up 10% from June 30, 2011, 
driven by a 3% and 7% increase in selling price and home sale activity, respectively. For the three months ended June 30, 2012, 
transactional dollar volume was up 5% over the same period in 2011, solely driven by home sale activity. The steady increase in home 
sale activity is largely driven by low interest rates, which continue to draw home buyers into the Market. 

On a rolling twelve-month basis, the GTA Market experienced a quarter-over-same-quarter increase of 18% on an 8% and 10% increase 
in selling price and home sale activity, respectively. For the three months ended June 30, 2012, the GTA Market experienced a 12% 
increase on a 7% and 5% increase in selling price and home sale activity, respectively, from June 30, 2011. This is largely driven by the 
shortage of listings, resulting in competition among home buyers in the Quarter, and low interest rates, which continue to draw home 
buyers into the Market.
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A summary of the key Market and related activity, as reported by the Canada Mortgage and Housing Corporation (“CMHC”), the 
Canadian Real Estate Association (“CREA”) and TREB, follows:

From CMHC1: Sales of existing homes are expected to increase by 4.5% to 472,300 units, compared to the same period in 2011, and 
selling prices are expected to increase by 3.2% to $372,700 for 2012. 

From CREA2: With respect to the June 2012 Canadian Market, it is expected that there will be an acceleration of sales activity in Alberta 
and Saskatchewan, a slightly faster than anticipated slowdown in British Columbia and continued buoyancy in Ontario sales activity, 
specifi cally in the GTA market. National sales activity is forecast to reach 475,800 units in 2012, up 8.2% from the same period in 2011, 
and average home prices are forecast to rise by 8.1% in 2012 to $370,700.

From TREB3: GTA home sale activity during the fi rst six months of 2012 amounted to 51,911 units, with an average price of $501,770. 
Both factors have increased by 9% compared to the same period in 2011. The price growth was strongest for single-detached homes as 
the growth in these listings has not kept up with the demand. 

STABILITY OF THE COMPANY’S ROYALTY STREAM
The stability of the Company’s royalty stream is derived from the following factors:

• The fi xed nature of the Company Network agreements (see Structure of Company Royalties) is primarily driven by the number of 
REALTORS® in the Company Network, which results in an approximate 68% fi xed and 32% variable royalty stream and partially 
insulates the Company from fl uctuations in the Market.

• The Company’s royalties are derived from a diverse Network of independently owned and operated franchisees, the majority of which 
operate with fewer than 50 Agents (72% – 2011, 71% – 2010), thereby mitigating the impact of any one franchisee’s results.

• The geographic distribution of the Company Network of REALTORS® is similar to the distribution of the overall Canadian REALTORS® 
population, with over-representation in the provinces of Ontario and Quebec and an under-representation in western Canada. This 
distribution of REALTORS® mitigates the impact of a single Market on the Company’s results.

• The Royal LePage agreements, which make up 91% of the Company’s REALTORS®, are 10 to 20 years in duration, signifi cantly 
exceeding the industry norm of fi ve years and thereby reducing agreement renewal risk. At the time of the initial public offering 
(“IPO”), the Company’s Royal LePage franchise agreements were largely subject to fi ve-year renewal terms. Subsequent to the IPO, 
the Company’s renewal terms for agreement additions are typically 10 years in duration. The Company further extends agreements 
in existence at IPO to 10 years as and when opportunities present themselves. The Company’s overall agreement renewal profi le 
by year is not overly skewed to any one year and, as such, is very manageable. A summary of our agreement renewal profi les as at 
December 31, 2011 for our combined Royal LePage and Via Capitale networks is as follows:

ROLLING TWELVE-MONTH % CHANGE FROM PRIOR QUARTER
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1 Source: CMHC Housing Market Outlook – Second Quarter 2012, published June 14, 2012.
2 Source: CREA Updates Resale Housing Quarterly Forecast, published June 15, 2012.
3 Source: TREB Market Watch January to June 2012, published February 3, 2012, March 5, 2012 April 4, 2012, May 3, 2012, June 5, 2012 and July 5, 2012.
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The Company has historically enjoyed 99%-plus renewal success of franchise agreements as they come due, expressed as a percentage 
of the number of REALTORS® at year-end. Due to the ongoing success of our franchisees, a number of opportunities such as increasing 
franchisee locations provide an opportunity to renew franchise agreements before they come due, and 2012 is no exception. 

During the Quarter, franchisees representing 52 Agents renewed ahead of their contracted renewal dates. 

COMPANY’S GROWTH OPPORTUNITIES
Our growth objective for 2012 in light of the economy and Market conditions is to modestly increase the year-over-year Company 
Network of REALTORS®.

Since the inception of the Company in August 2003 with 9,238 REALTORS®, the Company Network has increased by 65% 
(6,011 REALTORS®), of which approximately 71% has been through acquisitions and 29% through organic growth.

Growth through acquisition is achieved through the purchase of franchise agreements acquired by the Manager’s dedicated network 
development team.

Growth in overall royalties is achieved by increasing the number of REALTORS® in the Company, increasing the productivity of Agents, 
expanding the range of products and services supporting franchisees and their Agents, increasing the adoption of these products and 
services, and providing sales and marketing programs to the Company Network. These services are supported by ongoing training 
programs for franchisees and REALTORS®, which assist in leveraging the Company’s competitive advantage to attract and retain 
potential recruits.

On January 1, 2012, franchise agreements representing 25 locations, serviced by an estimated 217 Agents operating under the Royal 
LePage and Via Capitale brands, were purchased by the Company. The estimated purchase price of these agreements is $2.9 million, 
with an estimated annual royalty stream of $0.5 million.

The average Company Network REALTOR® generated $2.38 million in transactional dollar volume in 2011, which was 61% greater than 
all other Canadian REALTORS® and down 0.2% from 2010 (see REALTOR® Productivity).

The Manager continues to develop, introduce and support new tools, services and programs, which assist franchisees in attracting and 
retaining REALTORS®, increasing their productivity and reducing administration costs.

The Canadian Residential Resale Real Estate Market
Since 1980, the Market has grown at a compound annual growth rate (“CAGR”) of 9.4%. The Canadian Market has been very resilient, 
with three signifi cant downturns occurring in 1990, 1995 and 2008, all of which returned to pre-downturn levels within 24 months. The 
duration of these Market downturns was 13, 14 and 16 months, respectively, with decreases of 26%, 21% and 19%, respectively.

During the most recent downturn, the Market declined by 19% during the 16-month period February 2008 through May 2009, with the 
most signifi cant decline occurring during the fourth quarter of 2008, when the Market decreased by 40% when compared to the fourth 
quarter of 2007. The Market improvement in 2009 began with the rate of decline moderating steadily from January to May, followed by 
four months of increasing Market growth and subsequently ending the year with very strong growth of 90% in the quarter over the same 
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period in 2008. The strong Market continued into the fi rst half of 2010 due in part to consumers seeking to close home sales ahead of 
government-mandated changes to mortgage rules, anticipated increases in mortgage rates and the introduction of the HST on July 1, 
2010. These Market factors pulled 57% of the 2010 Market activity into the fi rst half of 2010, compared to 46% in 2009, resulting in a 
year-over-year decline in the second half of 2010, which when combined with the fi rst half of 2010, saw the overall Market up by 1.7% for 
the twelve-month period ended December 31, 2010, compared to the same period in 2009.

During the 1990 downturn, interest rates were relatively high, and there was signifi cant speculation in the form of building and multiple 
home ownerships. Since that time, lenders now require builders to pre-sell a signifi cant portion of their developments before advancing 
funds, and under new mortgage-lending rules, non-owner-occupied property purchases that qualify for mortgage insurance have 
increased down payment requirements.

The Canadian Real Estate REALTOR® Population
The number of REALTORS® in the Company Network is a key driver of the Company’s results. For the year ended December 31, 2011, 
the Canadian real estate REALTOR® membership grew by 2.4% to 104,407 members, with an average of 4.4 units sold per REALTOR®, 
compared to 3.8%, 101,916 and 4.4 units sold per REALTOR®, respectively, in 2010. The number of REALTORS® in the Company 
Network decreased by 1.6% over the same period (increase of 4.6% – 2010). The Canadian REALTOR® population and the average 
number of units sold per REALTOR® are summarized in the chart below.

MARKET DOLLAR VOLUME – CANADIAN RESIDENTIAL RESALE REAL ESTATE MARKET
(1981–2011) (in $ billions) 
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The Company Network REALTOR® Growth 
REALTOR® GROWTH
As at June 30, 2012, the Company Network consisted of independently owned and operated franchisees operating under 412 franchise 
agreements, operating from 662 locations, serviced by 15,249 REALTORS®.

During the Quarter, the Company Network decreased by one REALTOR®. On a year-to-date basis, the Company Network had a net 
increase of 188 REALTORS® as a result of the January 1, 2012 acquisition of 217 Agents, partially offset by a net attrition of 29 Agents 
during the Period resulting from a continued but limited reduction in our Quebec Agent base, which was partially offset by an increase in 
our Ontario Agent base.

SUMMARY OF CANADIAN AND COMPANY GROWTH IN REALTORS®

    Canada* The Company Network

       Number of   Number of 
       Licensed %  Licensed %
       Members Change  Members Change

Opening          101,916   3.8      15,308  4.6 

2011  Q1          1,291   1.3     141   0.9
2011  Q2          522  0.5     (88)  (0.6)
2011  Q3          474  0.5     (66)  (0.4)
2011  Q4          204  0.2     (234)   (1.5)

Opening          104,407   2.4     15,061   (1.6)

2012  Q1          1,242  1.2     189   1.3
2012  Q2          N/A  –    (1)  – 

Closing          105,649   3.6    15,249  (0.4) 

* Source: CREA
N/A: Not available at time of MD&A

Year ended December 31, except 2012
* As at January 1, 2012
** As at June 30, 2012
***  217 REALTOR® growth of 1.4% consisting of 145 from the Royal LePage brand and 72 from the Via Capitale brand
**** Decrease of 29 REALTORS®
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Network Diversity
The Company Network consists of diverse operations, with approximately 72% of the Company’s franchisees operating with fewer than 
50 REALTORS® as at December 31, 2011. As summarized in the table below, the Company Network of REALTORS® is geographically 
diverse, with REALTORS® spread throughout Canada, with a more pronounced presence in the province of Quebec as a result of the 
acquisition of the Via Capitale franchise network.

      Canadian1 Company2

      REALTOR® Network
      Population REALTORS®

Ontario      52%  56%
Prairies      13%  10%
BC        18%  11%
Quebec      14%  19%
Maritimes      3%  3%

Total        100%  100%

Source: CREA
1 As at March 31, 2012.
2 As at June 30, 2012.

REALTOR® Productivity
The average Company Network REALTOR® generated approximately $2.38 million in transactional dollar volume in 2011, down 0.2% 
from 2010. This productivity was 61% greater than the estimated average of $1.48 million for all other Canadian REALTORS®, down 
13.7% from 2010. Management believes that the higher productivity of Company Network REALTORS® makes the Company less 
prone than the industry at large to a loss of REALTORS® during a period of reduced transactional dollar volume. A summary of average 
transactional dollar volume per REALTOR® for the year ended December 31, 1994 through 2011 is as follows:

03 04 0906

Source: CREA and Company Management
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Operating Results for the Quarter

    Three months Three months Six months Six months
    ended ended ended ended
Unaudited June 30, June 30, June 30, June 30,
($ 000’s) except Agents, shares and per share amounts 2012 2011 2012 2011

Royalties
 Fixed franchise fees $ 4,716  $ 4,761  $ 9,435  $ 9,519 
 Variable franchise fees   2,768    2,560    4,582    4,257 
 Premium franchise fees   1,455    1,279    2,276    2,057 
 Other revenue and services   1,053    1,221    1,919    2,183 

      9,992    9,821    18,212    18,016 

Less:
 Administration  (94)   361    358    629 
 Management fee   1,949    1,823    3,431    3,342 
 Interest expense   775    811    1,500    1,539 

      2,630    2,995    5,289    5,510 

Cash fl ow from operations   7,362    6,826    12,923    12,506 
Amortization of intangible assets   3,315    3,461    6,665    6,923
Interest on Exchangeable units   1,168    1,168    2,336    2,336 
Gain on fair value of Exchangeable units  (5,624)  (3,761)  (2,097)  (1,731)

Earnings before income tax   8,503   5,958   6,019    4,978 
Current income tax expense  (1,028)  (1,178)  (1,863)  (2,115)
Deferred income tax recovery   372    137    513    277 

Net and comprehensive earnings $ 7,847  $ 4,917  $ 4,669  $  3,140 
Basic earnings per share $ 0.83  $ 0.52  $ 0.49  $ 0.33 
Diluted earnings per share $ 0.26  $ 0.18  $ 0.38  $ 0.29 

Number of Agents  14,270   14,342   14,270    14,342 
Number of fi xed-fee-paying Sales Representatives  686   718   686    718 

As summarized in the table above, during the Quarter, the Company generated CFFO of $7.4 million and net and comprehensive 
earnings of $7.9 million, as compared to CFFO of $6.8 million and net and comprehensive earnings of $4.9 million for the same period 
in 2011. 

The Company Network as at June 30, 2012 consisted of 14,270 Agents and 979 Sales Representatives, 686 of whom operate under the 
$100 per month fi xed-fee plan and 293 of whom are primarily brokers and managers who do not pay fees. Primarily all of our franchisees 
operate under the per Agent combined fl at fee of $100 per month and 1% of gross earnings option (the “$100/1% option”) or the 
approximate $170 per month fl at fee.

Royalties for the Quarter totalled $10.0 million, up 1.7% over the same period in 2011. Fixed, variable and premium franchise fees 
together represented 89% of royalties (2011 – 88%). The increase in royalties was primarily attributed to higher variable and premium 
franchise fees resulting from increased activity in the GTA Market.

Fixed franchise fees for the Quarter decreased by less than 1% over the same period in 2011; this was in line with the underlying 
Network of Agents, which decreased by less than 1% during the same period.

Variable franchise fees for the Quarter increased by 8% over the same period in 2011; this was in line with a 5% increase in the 
Canadian Market and a 12% increased activity in the GTA Market. 
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Premium franchise fees are derived from the 23 franchise locations servicing the GTA Market, which pay premium franchise fees 
ranging from 1% to 5% of the location’s gross revenue. Premium franchise fees for the Quarter increased by 14% over the same period in 
2011 resulting from the growth in the GTA Market.

Other revenue and services include APEC fees, technology fees and other fees which accounted for approximately 10% of total 
royalties for the Quarter. Other fees decreased by 14% compared to the same period in 2011 as a result of the discontinuation of Internet 
portal services provided to Royal LePage Agents in November 2011.

Administration expenses for the Quarter were $0.5 million lower than the same quarter in 2011 due to reduced reporting costs and 
a net $0.2 million recovery of previously written-off receivables as compared to $0.1 million of receivable write-offs in the same period 
of 2011. 

Management fee expense of $1.9 million for the Quarter was up 7% compared to 2011, in line with the underlying royalty fees. 
Management fees are determined in accordance with the Amended and Restated MSA, and they are calculated as 30% of net royalty 
fees earned (defi ned as distributable cash in the MSA) from the Via Capitale franchise agreements and 20% of the balance of royalties 
less administration and interest expenses.

Interest expense consists of interest on the Company’s fi xed rate $32.7 million private debt placement, variable rate $20.3 million credit 
facility and interest on the Company’s purchase obligation. During the Quarter, the Company’s interest expense totalled $0.8 million, as 
consistent with the same period in 2011. 

AMORTIZATION OF INTANGIBLE ASSETS
Intangible assets relate to the values attributed to the franchise agreements and trademarks acquired by the Company since August 7, 
2003. Franchise agreements and trademarks are amortized on a straight-line basis over the expected useful life. Amortization during the 
Quarter totalled $3.3 million, which is consistent with $3.5 million in 2011.

Interest on Exchangeable units represents the targeted pre-tax distribution of $1.10 per annum, $0.28 per quarter paid to the 
Exchangeable unitholders. 

Gain on fair value of Exchangeable units represents the change in fair value during the Period of the underlying 26% interest of the 
Exchangeable units in the Company. As the Company’s share price decreased in value during the Quarter, the Company recorded a gain 
of $5.6 million for the resultant decrease in the fair value of the underlying obligations. 

CURRENT INCOME TAX
The statutory tax rate for the Company for 2012 is 26.5%. The Company recorded a current income tax expense and liability, and made 
tax payments. During the Quarter, the Company recorded a current income tax expense of $1.0 million (2011 – $1.2 million), refl ecting a 
26.5% tax rate on the Company’s proportion of taxable income.

DEFERRED INCOME TAX
Deferred income tax balances refl ect the effects of temporary differences between the carrying amounts of intangible assets and their 
tax basis, and they are stated at enacted tax rates expected to be in effect when taxes are actually paid or recovered. As at June 30, 
2012, the Company’s deferred tax asset was $3.9 million (December 31, 2011 – $3.4 million) and was calculated using an effective tax 
rate of 26.5% (2011 – 25%). During the Quarter, the Company recorded a $0.4 million deferred income tax recovery (2011 – $0.01 million) 
relating to a recovery of $0.2 million regarding the true-up of the tax basis of intangibles as reported on the Company’s fi led tax returns 
and differences in the relative amounts of amortization deducted for tax and accounting purposes. The Company is subject to a variety 
of Canadian federal and provincial tax laws and regulations. Changes to these laws or regulations may affect our tax asset, current tax 
liability, return on investments and business operations.
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Year-to-Date Operating Results
On a year-to-date basis, the Company generated CFFO of $12.9 million and net and comprehensive earnings before income taxes of 
$6.0 million, compared to CFFO of $12.5 million and net and comprehensive earnings before income taxes of $5.0 million for the same 
period in 2011. A discussion of the operating results highlights for the Period follows.

Royalties for the Period of $18.2 million were up 1.1% ($0.2 million) over the same period in 2011, due primarily to the following:

• Fixed franchise fees for the Period were down 1% ($0.1 million) over the same period in 2011, due primarily to the timing associated 
with the decrease in Agents over the Period. 

• Variable franchise fees for the Period were up 8% ($0.3 million) from the same period in 2011, due primarily to the increase in 
transactional dollar volume in the Canadian and GTA Market of 10% and 18%, respectively, on a rolling twelve-month basis. 

• Premium franchise fees for the Period were up 11% ($0.2 million), due to the increased sales activity in the Canadian and GTA 
markets, as described above. 

• Other revenue and services for the Period were down 12% ($0.3 million) over the same period in 2011, due to the discontinuation of 
Internet portal services provided to Royal LePage Agents in November 2011.

Administration expenses for the Period were $0.3 million lower than the same quarter in 2011, due to reduced reporting costs and a net 
$0.1 million recovery of previously written-off receivables as compared to $0.1 million of receivable write-offs in the same period of 2011. 

Management fees for the Period of $3.4 million were up $0.1 million over the same period in 2011, in line with the overall increase in 
royalties, calculated in accordance with the terms of the MSA.

Interest expense for the Period of $1.5 million was consistent with same period in 2011.

AMORTIZATION OF INTANGIBLE ASSETS
Intangible assets relate to the values attributed to the franchise agreements and trademarks acquired by the Company since August 7, 
2003. Franchise agreements are amortized on a straight-line basis over the expected useful life. Trademarks are amortized on a 
straight-line basis over the term of the licence agreement plus one renewal period for the Royal LePage trademark and over the licence 
agreement for the Via Capitale trademark.

Interest on Exchangeable units represents the targeted pre-tax distribution of $1.10 per annum, or $0.28 per quarter, paid to the 
Exchangeable unitholders. The declared distribution of $0.28 for the Period was unchanged from the comparative period in 2011.

Gains on fair value of Exchangeable units and Trust unit liability represent the change in fair value during the Period of the underlying 
26% interest of the Exchangeable units in the Company and Trust unit liability held by the public. As the Company’s share price 
decreased in value during the Period, the Company recorded a gain of $2.1 million for the resultant decrease in the fair value of the 
underlying obligations. 

CURRENT INCOME TAX
The statutory tax rate for the Company for 2012 is 26.5%. The Company recorded a current income tax expense and liability, and made 
tax payments. During the Period, the Company recorded a current income tax expense of $1.9 million (2011 – $2.1 million), refl ecting a 
26.5% tax rate on the Company’s proportion of taxable income.

DEFERRED INCOME TAX
Deferred income tax balances refl ect the effects of temporary differences between the carrying amounts of intangible assets and their 
tax basis, and they are stated at enacted tax rates expected to be in effect when taxes are actually paid or recovered. As at June 30, 
2012, the Company’s deferred tax asset was $3.9 million (December 31, 2011 – $3.4 million) and was calculated using an effective tax 
rate of 26.5% (2011 – 25%). During the Period, the Company recorded $0.5 million of deferred income tax recovery (2011 – $0.3 million) 
relating to a recovery of $0.2 million regarding the true-up of the tax basis of intangibles as reported on the Company’s fi led tax returns 
and differences in the relative amounts of amortization deducted for tax and accounting purposes each year. The Company is subject 
to a variety of Canadian federal and provincial tax laws and regulations. Changes to these laws or regulations may affect our tax asset, 
current tax liability, return on investments and business operations.
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Management reviews the value of the Company’s deferred income tax assets and liabilities on a quarterly basis and records adjustments, 
as necessary, to refl ect the realizable amounts of the Company’s deferred income tax assets and liabilities. A summary of the tax pools 
available to the Company for the reduction of taxable income in the future and the past taxation of the Company’s dividends is provided 
in the following table:

Company Tax Pools

($ millions)
       Estimated
    Balance Estimated Estimated Balance
    December 31, Addition for Deduction for December 31,
Future Deduction Basis 2011 2012 2012 2012

7% of balance $ 71.4  $ 3.3  $ 5.21  $ 68.7
Five-year straight-line $ 0.6  $ – $ 0.2  $ 0.4 
    $ 72.0  $ 3.3  $ 5.4  $ 69.1
1 This estimated deduction for 2012 is calculated as 7% of the sum of the remaining balance as of December 31, 2011 and 75% of the estimated addition for 2012.

CASH FLOW FROM OPERATIONS
On a rolling twelve-month basis at June 30, 2012, the Company generated CFFO of $2.00 per restricted voting share, up 1.5% from 
the $1.97 CFFO generated for the year ended December 31, 2011. A summary of the Company’s CFFO per share is presented in the 
following table:

Rolling Twelve-Month Cash Flow From Operations

Twelve months ended 2012 2011 2010

($ 000’s) except per share amounts  June 30 March 31 Dec. 31 Sept. 30 June 30 March 31 Dec. 31

 Royalties      $ 36,916 $ 36,745 $  36,720  $  36,498  $  35,954  $  36,660  $  36,630 
 Less:  
 Administration     1,396  1,851  1,667  1,944  1,990  1,834  1,771
 Interest expense     3,003  3,039   3,042  3,025  2,972  2,880  2,900
 Management fee     6,836  6,710   6,747  6,632  6,527  6,719  6,713

         25,681  25,145   25,264  24,897  24,465  25,227  25,246
Cash fl ow from operations per share  $ 2.00 $ 1.96 $  1.97  $  1.94  $  1.91  $  1.97  $  1.97 

The Company’s operations have been a signifi cant source of capital, with $199.9 million of CFFO generated since inception, of which 
$146.0 million has been paid to the public unit/shareholders and Exchangeable unitholders. Of the remaining $53.9 million retained by 
the Company, $40.8 million has been invested in franchise contracts that earn attractive returns, and $4.1 million was used to purchase 
units of the Company in 2008 and 2009. (Also see Supplemental Information – Cash Flow From Operations.)

CFFO to restricted voting shareholders represents net and comprehensive earnings adjusted for interest on Exchangeable units, fair 
value of Exchangeable units, other income, amortization of intangible assets, current and deferred income taxes and purchase obligation 
adjustment.

CFFO does not have a standardized meaning under IFRS and accordingly may not be comparable to similar measures used by other 
issuers. Management believes that CFFO is a useful supplemental measure of performance as it provides investors with an indication of 
the amount of pre-tax cash generated from operations and available to restricted voting shareholders and Exchangeable unitholders and 
to meet tax cash payments. Investors are cautioned, however, that CFFO should not be construed as an alternative to using net earnings 
as a measure of profi tability or the statement of cash fl ows. (See the table below for a reconciliation of CFFO to the comparable IFRS 
measure in the Company’s consolidated fi nancial statements.) A summary of the CFFO generated by the Company since its inception in 
August 2003 is as follows:
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Cash Flow From Operations and Its Utilization

    Three months Three months Six months Six months
    ended ended ended ended
Unaudited June 30, June 30, June 30, June 30,
($ 000’s)  2012 2011 2012 2011

Royalties  $ 9,992  $ 9,821  $ 18,212  $ 18,016 
Less: 
 Administration    (94)   361    358    629 
 Management fee    1,949    1,823    3,431    3,342 
 Interest expense   775    811    1,500    1,539 

Cash fl ow from operations   7,362    6,826    12,923    12,506 

Less: 
 Dividends to shareholders   2,618    2,618    5,236    7,369 
 Interest on Exchangeable units   1,168    1,168    2,336    2,336 

Total dividends and interest   3,786    3,786    7,572    9,705 

Cash fl ow from operations less total dividends   3,576    3,040    5,351    2,801 
 Less: funding of acquisitions   994    835    2,353    2,835 

Net change in the period $ 2,582  $ 2,205  $ 2,998  $ (34)

Cash Flow From Operations Reconciled to Cash Flow From Operating Activities

    Three months Three months Six months Six months
    ended ended ended ended
Unaudited June 30, June 30, June 30, June 30,
($ 000’s)  2012 2011 2012 2011

Cash fl ow from operating activities $ 3,742  $ 4,110  $ 3,278  $ 6,762 
Add (deduct):
 Interest on Exchangeable units   1,168    1,168    2,336    2,336 
 Current non-cash income tax expense   1,012    1,178    1,857    2,115 
 Changes in non-cash working capital items   1,482    408    5,540    702 
 Interest expense   (1,943)   (1,979)   (3,836)   (3,875)
 Interest paid   1,901    1,941    3,748    4,466 

Cash fl ow from operations $ 7,362  $ 6,826  $ 12,923  $ 12,506 

Years ended December 31
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From inception to date, the Company has used CFFO in excess of distributions/dividends to fund acquisitions and Exchangeable unit 
obligations.

A summary of the main elements of the Company’s performance, which assist in the assessment of the sustainability of the Company’s 
cash distributions, is presented in the table above.

The Company’s payment of dividends to shareholders is fully funded by CFFO. The Company has consistently paid out cash in excess 
of net income to shareholders as a signifi cant portion of the Company’s operating expenses is made up of the non-cash amortization of 
intangible assets, consisting of franchise agreements and trademarks. Management does not view the excess payment as an economic 
return of capital as these intangible assets are not expected to require a further cash outlay in the future; rather, the value of these 
assets to the Company lies in part with management’s ability to retain and renew the underlying franchise agreements and to ensure 
the ongoing integrity of the trademarks. The Company has not paid out all of the CFFO to shareholders as the cash generated in excess 
of these amounts, as summarized in the table below (see Supplemental Information – Cash Flow From Operations), has been used to 
fund the acquisition of franchise agreements, pay distributions to the Exchangeable unitholders/servicing of the Trust unit liability, fund 
the purchase of units under the normal course issuer bid (“NCIB”) and meet future tax liabilities. It is management’s expectation, at 
the discretion of the Board of Directors, that for the foreseeable future, cash distributions to shareholders in the form of dividends will 
continue, and the remaining cash fl ow will be used to fund acquisitions and pay distributions to the Exchangeable unitholders.

Acquisition of Franchise Agreements
Under the terms of the MSA, the Company is permitted to acquire franchise agreements, approved by independent directors of the 
Company, from the Manager on January 1 of each year. The purchase price is estimated at the time of purchase and fi nalized at a future 
date, in accordance with the terms of the MSA.

For Royal LePage acquisitions, the purchase price is based on the actual royalties generated under the agreements during the twelve-
month period ending on October 31 of the year of acquisition. Via Capitale acquisitions are subject to a three-year price determination 
period. In the fi rst year, the initial estimate is adjusted in the manner described for Royal LePage acquisitions. In each of the subsequent 
two years, the purchase price is adjusted based on the average annual royalties generated under the agreements.

An initial payment representing 80% of the estimated purchase price is due upon acquisition of the franchise contracts, with the fi nal 
obligation determined through an audit conducted annually to verify the royalty amounts used in all purchase price calculations. The fi nal 
purchase obligation for Royal LePage contracts is determined and payable within one year of acquisition, while Via Capitale acquisitions 
are determined and payable two years after acquisition. Any changes to the original estimated obligation are recorded in the Company’s 
consolidated statement of earnings and comprehensive earnings.

ROYAL LEPAGE FRANCHISE AGREEMENTS
On January 1, 2012, the Company acquired 20 new Royal LePage franchise agreements serviced by 145 REALTORS®, with an estimated 
annual royalty stream of $0.3 million. The agreements for these 12 locations were acquired in accordance with the terms of the MSA at 
an estimated purchase price of $1.9 million, with $1.5 million, representing 80% of the estimated obligation, to be paid from cash on hand 
in 2012 and the remainder to be paid a year later. 

VIA CAPITALE FRANCHISE AGREEMENTS
On January 1, 2012, the Company acquired fi ve franchise agreements operating under the Via Capitale brand in the province of Quebec 
from the Company Manager for an estimated purchase price of $1.0 million. These agreements are represented by 72 REALTORS® 
operating from existing locations, with an estimated annual royalty stream of $0.2 million. For a summary of the Company’s acquisitions 
of franchise agreements, see Supplemental Information – Acquisitions.

Debt Financing
The Company’s long-term debt consists of a $32.7 million private debt placement with a number of Canadian institutional investors, with 
fi xed interest of 5.809%, and a $20.3 million term facility with a Canadian fi nancial institution, with interest available at a fl oating rate of 
prime plus 1.5%, payable quarterly, or at Banker’s Acceptance rates plus 3%, with terms of up to six months.

The Company has a $2 million operating line provided by a single Canadian fi nancial institution. As of the date of this MD&A, this 
operating line remains undrawn and in force.
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The covenants of the long-term debt prescribe that the Company must maintain a ratio of Consolidated EBITDA to Senior Interest 
Expense at a minimum of 5.00 to 1 and a ratio of Senior Indebtedness to Consolidated EBITDA at a maximum of 2.25 to 1. Consolidated 
EBITDA is defi ned as earnings (loss) before tax, interest, interest on Exchangeable units, gain (loss) on fair value of Exchangeable units 
and gain (loss) on purchase obligation adjustment. As at June 30, 2012, the Company is compliant with its fi nancial covenants.

Senior Indebtedness is defi ned as the Company’s long-term debt, disclosed under Note 9 of the interim condensed consolidated 
fi nancial statements, which is made up of $32,700 in private debt placement and $20,300 in term facilities. Senior Interest Expense 
includes interest expenses generated on the Company’s Senior Indebtedness.

The Company’s royalty revenues are affected by the seasonality of the Market, which typically has stronger second and third quarters, 
as summarized in the chart below. The seasonality of the Market is in turn mitigated throughout the year by the fi xed-fee nature of the 
Company’s royalties and by the acquisition of franchise contracts at the beginning of the year and in the latter part of the year by the 
19% – 2011 (18% – 2010) of our Royal LePage Agents who have capped out under the 1%/$1,300 per annum variable fee.

On a rolling twelve-month basis, Market transactional dollar volume of $170.8 billion closed up 10% from June 30, 2011, driven by a 
3% increase in selling price and a modest increase in home sale activity of 7%. For the three months ended June 30, 2012, transactional 
dollar volume was up 5% over the same period in 2011, solely driven by home sale activity. The steady increase in home sale activity is 
largely driven by low interest rates, which continue to draw home buyers into the Market. 

A key performance indicator used by management to monitor Company performance is the rolling twelve-month CFFO per restricted 
voting share. As previously discussed, the CFFO per restricted voting share for the rolling twelve months ended June 30, 2012 was 
$2.00, up 1.5% from December 31, 2011. 
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Summary of Quarterly Review
Three months ended 2012  2011 2010

($ 000’s) except Agents, Sales 
Representatives and per share amounts  June 30 March 31 Dec. 31 Sept. 30 June 30 March 31 Dec. 31 Sept. 30

Royalties 
 Fixed franchise fees    $ 4,716 $ 4,719 $ 4,700  $ 4,736  $ 4,761  $ 4,758  $ 4,710  $ 4,700 
 Variable franchise fees     2,768  1,814   1,430    2,531    2,560    1,697    1,269    2,203 
 Premium franchise fees     1,455  821   1,275    1,910    1,279    778    1,126    1,692 
 Other fee revenue and services   1,053  866   975    1,147    1,221    962    1,053    1,185 

       9,992  8,220   8,380    10,324    9,821    8,195    8,158    9,780
Less:          
 Administration     (94)  452   768    270    361    268    1,045    316 
 Management fee    1,949  1,482   1,464    1,941    1,823    1,519    1,349    1,836 
 Interest expense    775  725   737    766    811    728    720    713 

Cash fl ow from operations    7,362  5,561   5,411    7,347    6,826    5,680    5,044    6,915 
 Interest on 
  Exchangeable units    1,168  1,168   1,168    1,168    1,168    1,168    1,833    1,168 
 Interest on Trust units    –  –   –    –    –    –    5,226    3,327 
 (Gain) loss on fair value 
  of Exchangeable units    (5,624)  3,527   1,131    (6,655)   (3,761)   2,030    5,724    2,895 
 Loss on fair value 
  of Trust unit liability    –  –   –    –    –    –    16,312    8,251 
 (Gain) loss on purchase 
  obligation adjustment    –  –   (31)   (113)   –    –    590    – 
 Amortization of intangible assets   3,315  3,350   3,426    3,421    3,461    3,462    3,414    3,414 
 Impairment of intangible assets   –  –   2,435    383    –    –    –    – 

Earnings (loss) before income taxes   8,503  (2,484)   (2,718)   9,143    5,958    (980)   (28,055)   (12,140) 
Current income tax expense   1,028  837  856    1,212    1,178    937    –    – 
Deferred income tax 
 (recovery) expense     (372)  (141)   (368)   (151)   (137)   (140)   1,113    – 

Net and comprehensive 
 earnings (loss)   $ 7,847 $ (3,180) $ (3,206) $ 8,082  $ 4,917  $ (1,777) $ (29,168) $ (12,140)

Basic earnings (loss) per share  $ 0.83 $ (0.33) $ (0.33) $ 0.85  $ 0.52  $ (0.19) $ –  $ – 

Diluted earnings (loss) per share  $ 0.26 $ (0.33) $ (0.07) $ 0.20  $ 0.18  $ (0.19)  $ –  $ – 

Cash fl ow from operations per share  $ 0.57 $ 0.44 $ 0.43  $ 0.57  $ 0.53  $ 0.44  $ 0.39  $ 0.54 

Number of Agents     14,270  14,280  14,079   14,273   14,342   14,425   14,255   14,270 

Number of fi xed-fee-paying 
 Sales Representatives    686  675  682   719   718   724  752   748 

As summarized in the table above, during the Quarter, the Company generated CFFO of $7.4 million as compared to CFFO of $6.8 million 
for the same period in 2011. 
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Liquidity
Changes in the Company’s net working capital are primarily driven by cash fl ow generated from operations, the recording of obligations 
arising from the purchase of franchise agreements, the settlement of these obligations and payment of dividends and interest.

During the Quarter, the Company used cash on hand and cash generated from operations to meet $1.0 million of acquisition obligations 
and $2.6 million of dividend requirements. A summary of the Company’s working capital position is as follows:

Working Capital 

Year ended June 30, March 31, Dec. 31, Change Change
($ 000’s)  2012 2012 2011 in quarter in year

Current assets

Cash and cash equivalents $ 1,282 $ 1,152  $ 5,593  $ 130  (4,311)
Accounts receivable   5,795   4,714    4,043   1,081  1,752
Income tax receivable  115  –  –  115  115
Prepaid expenses  68   239    261    (171)  (193)

    $ 7,260 $ 6,105  $ 9,897  $ 1,155 $ (2,637)

Current liabilities

Accounts payable and accrued liabilities $ 1,621 $ 1,445  $ 1,299  $ 176  322
Purchase obligation – current portion  1,186   2,181    663    (995)  523
Current income tax liability   –   619    4,183    (619)  (4,183)
Interest payable to Exchangeable unitholders   389   389    389   –  –
Dividends payable to shareholders   872   872    872   –  –

      4,068  5,506    7,406    (1,438)  (3,338)

Net working capital $ 3,192 $ 599  $ 2,491  $ 2,593 $ 701

Capital Resources
The existing capital resources that the Company can draw upon consist of a $2 million operating line, which is undrawn as at the date 
of this MD&A. Other capital resources include funds generated from operations, debt servicing, dividend and Exchangeable units 
requirements and fi nancing for the acquisition of franchise contracts. 

Off–Balance Sheet Arrangements
The Company has no off–balance sheet arrangements.

Transactions With Related Parties
As at the date of this MD&A, the Company’s interests are ultimately controlled approximately 74% by the public and 26% by BAM. BAM 
derived its ownership interest in the Company through the sale of its interest in certain assets to the Company at its inception. These 
assets included the relationships, trademarks and franchise agreements related to the business of its Royal LePage residential resale real 
estate brokerage franchise operations.

BAM operates 17 corporately owned residential resale real estate brokerage locations in the GTA, serviced by over 1,000 Agents. Of 
these operations, 16 operate under three franchise agreements under the $100/1% option to August 2023, with an additional premium 
franchise fee ranging from 1% to 5% of the location’s gross commission income to August 2018. The remaining location, which was 
opened during the third quarter of 2009, was included in the Company’s acquisition of franchise contracts on January 1, 2010.

The management of the Company and its underlying structure is provided under an MSA by the Manager, which is a company controlled 
by the Exchangeable unitholders. The MSA provides for an initial term, expiring on August 6, 2013 and automatically renewable for 
successive 10-year terms subject to certain performance criteria and/or other notifi cation requirements. The MSA details the Manager’s 
responsibilities and provides for a monthly fee, payable in arrears, of 20% of cash otherwise distributable from Royal LePage agreements 
and 30% in respect of cash otherwise distributable from Via Capitale franchise agreements.
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On January 1 of each year, the Company may, upon approval by the Board of Directors and criteria detailed in the MSA, purchase Royal 
LePage franchises acquired by the Manager up to or on or about October 31 of the previous year. The acquisition amount is determined 
in accordance with a formula detailed in the MSA. The acquisition costs may be satisfi ed by way of cash or shares of the Company 
and are paid 80% on acquisition and the remaining 20% a year later, when the actual franchise fees are audited and the acquisition 
calculations are adjusted accordingly.

On January 1 of each year, the Company may, upon approval by the Independent Directors and criteria established by the Board of 
Directors, purchase Via Capitale franchises acquired by the Manager or its affi liates up to or on or about October 31 of the previous year. 
The acquisition costs may be satisfi ed by way of cash or shares of the Company. Modifi cation to the MSA relating to the Via Capitale 
acquisition costs and management fees are as follows:

(a)  the discount factor of 7.5%, which is applied to the royalties upon which the purchase price is based, was increased to 10%, thereby 
reducing the purchase price;

(b)  the fi nal purchase price is to be calculated based on the average annual royalties earned from Via Capitale franchise agreements over 
three years (instead of one year);

(c)  the Partnership will pay a management fee equal to 30% of net royalties (defi ned as distributable cash in the MSA), received from 
the Via Capitale franchise agreements, instead of 20%. The increase in the management fee resulted in a direct and proportional 
decrease in the purchase price paid by the Partnership as the purchase price is calculated based on royalties earned from the Via 
Capitale franchise agreements net of the management fee.

The related party transactions entered into by the Company were transacted at contracted rates or at exchange amounts approximating 
fair market value. A summary of these amounts in thousands of dollars follows:

    Three months Three months Six months Six months
    ended ended ended ended
    June 30, June 30, June 30, June 30,
    2012 2011 2012 2011

a) Royalties    
  Fixed, variable and other franchise fees $ 684 $ 673 $ 1,315 $ 1,303
 Premium franchise fees $ 1,248 $ 668 $ 1,946  $ 1,336
b) Expenses
 Management fees $ 1,949 $ 1,823 $ 3,431 $ 3,342
 Insurance and other $ 27 $ 27 $ 54 $ 54
 Bad debt recovery $ (118) $ – $ (118) $ –
 Interest on purchase obligations $ 41 $ 75 $ 41 $ 89 
c) Interest paid
 Interest paid to Exchangeable unitholders $ 1,168 $ 1,168 $ 2,336 $ 3,002

      June 30, December 31,
As at     2012  2011

d) Accounts receivable
 Franchise fees receivable and other     $ 1,666 $ 1,142
 Other     $ 116 $ –
e) Accounts payable and accrued liabilities
 Management fees     $ 884 $ 491
 Interest on purchase obligations     $ 41 $ 26
 Administrative shared service liability     $ 32  $ 120
 Sales tax payable on purchase obligation     $ 67 $ 3
 Other     $ 16 $ – 
f) Interest payable to Exchangeable unitholders     $ 389  $ 389 
g) Purchase obligation payable     $ 1,360 $ 832
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During the Quarter, the Manager, as part of restructuring a troubled franchisee’s operations, assumed this franchisee’s outstanding fees, 
resulting in a $118 bad debt recovery.

Effective January 1, 2012, the Company acquired 20 Royal LePage franchise agreements and fi ve Via Capitale franchise agreements 
for an estimated purchase price of $1.9 million and $1.0 million, respectively, with 80%, or $2.3 million, of the purchase price due in the 
fi rst quarter (see Acquisition of Franchise Agreements for further information). The Company expects to utilize cash generated from 
operations later in 2012 to satisfy these obligations. In the interim, the Company accrues interest on the remaining purchase obligation at 
a rate of prime.

Critical Accounting Estimates
Substantially all of the Company’s activities are based on cash transactions, with revenue and expenditures based on contracted terms. 
The operating activities not based on contractual terms include the Company’s administration expenses, allocation of the intangible 
assets between franchise agreements and trademarks and their related amortization periods. The Company’s administration expenses of 
approximately $1.1 million per annum relate to the Company’s public reporting, regulatory and insurance costs.

The allocation of the Company’s intangible assets among their various classifi cations is subject to management estimates. The 
Company’s intangible assets are continuously monitored to ensure that there is no impairment in the carrying value of these assets. A 
change in the carrying value would affect the net earnings of the Company but would have no direct cash fl ow implications.

In assessing the fair value of franchise agreements upon acquisition, impairment of intangible assets and measurement of deferred taxes, 
management estimates future cash fl ows by relying on external information and observable conditions where possible, supplemented by 
internal analysis.

Financial Instruments
The Company’s fi nancial instruments consist of cash, accounts receivable, accounts payable and accrued liabilities, purchase obligation, 
current income tax liability, interest payable to Exchangeable unitholders, dividends payable to shareholders, a $32.7 million private debt 
placement, a $20.3 million term facility, Exchangeable units liability and a $2 million operating credit facility.

The Company is exposed to credit risk with respect to accounts receivable to the extent that any franchisees are unable to pay their fees. 
The Company’s credit risk is limited to the recorded amount of accounts receivable. Management reviews the fi nancial position of all 
franchisees during the application process and closely monitors outstanding accounts receivable on an ongoing basis.

The Company’s debt is comprised of a $32.7 million private debt placement with a number of Canadian institutional investors, with fi xed 
interest of 5.809%, and a $20.3 million term facility with a Canadian fi nancial institution, with interest available at a fl oating rate of prime 
plus 1.5%, payable quarterly, or at Banker’s Acceptance rates plus 3%, with terms of up to six months.

Disclosure Controls and Internal Controls
As a public entity, we take every step necessary to ensure that material information regarding our reports fi led or submitted under 
securities legislation fairly presents the fi nancial information of the Company. Responsibility for this resides with management, including 
the President and Chief Executive Offi cer and the Chief Financial Offi cer. Management is responsible for establishing, maintaining and 
evaluating disclosure controls and procedures, as well as internal control over fi nancial reporting.

DISCLOSURE CONTROLS AND PROCEDURES (“DC&P”)
The evaluation of the effectiveness of DC&P, as defi ned in National Instrument 52-109 Certifi cation of Disclosures in Issuers’ Annual 
and Interim Filings, was performed under the supervision of the President and Chief Executive Offi cer and the Chief Financial Offi cer. 
They conclude that these DC&P were adequate and effective as at June 30, 2012. The Company’s management can therefore provide 
reasonable assurance that it receives material information relating to the Company in a timely manner so that it can provide investors with 
complete and reliable information.

INTERNAL CONTROL OVER FINANCIAL REPORTING (“ICFR”)
Management has designed ICFR to provide reasonable assurance that our fi nancial reporting is reliable and that our consolidated 
fi nancial statements have been prepared in accordance with IFRS. The design and effectiveness of ICFR have been evaluated as defi ned 
in National Instrument 52-109 under the supervision of the President and Chief Executive Offi cer and the Chief Financial Offi cer. Based 
on the evaluations, they conclude that ICFR is adequate and effective to provide such assurance as at June 30, 2012.
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Outstanding Restricted Voting Shares
The Company is authorized to issue an unlimited number of restricted voting shares, an unlimited number of preferred shares and one 
special voting share. Effective December 31, 2010, 9,483,850 restricted voting shares were issued in exchange for 9,483,850 Fund 
units outstanding, and one special voting share was issued in exchange for all special Fund units outstanding prior to the Company’s 
conversion from an Income Trust (the “Conversion”). These restricted voting shares and special voting shares remain unchanged at 
June 30, 2012.

The restricted voting shares were issued to replace the Fund units outstanding prior to the Conversion. Each restricted voting share 
represents a proportionate voting right in the Company, and holders of the Company’s restricted voting shares are entitled to dividends 
declared and distributed by the Company.

The special voting share was issued to replace all of the special Fund units outstanding prior to the Conversion, which represent the 
proportionate voting rights of Exchangeable unitholders in the Company and are redeemable by the holder at $0.01 per share; they are 
not entitled to dividends declared by the Company. No additional restricted voting shares were issued during the Quarter.

Company Structure
The Company is governed by a Board of Directors (the “Board”) and consists of a Corporation on a Trust-on-Trust (Holding Trust) 
structure that controls a general partner and Limited Partnership (“LP”). The Trust-on-Trust structure is a holdover from the Company’s 
initial Income Trust structure, and it is the Board’s and management’s intention to simplify the Trust structure in 2012.

Substantially all Company activity is transacted through the LP, which in turn fl ows distributions to public shareholders through the Trust 
structure to the Corporation and to the Exchangeable unitholders through the LP structure. Through this structure, public shareholders hold 
a 74% interest in the economics of the Company’s underlying assets, and the remaining non-controlling interests are held by subsidiaries 
of BAM.

Risk Factors
Risks related to the residential resale real estate brokerage industry and the business of the Partnership and the Company are outlined in the 
Company’s Annual Information Form, which is available at www.sedar.com, and on the Company’s website at www.brookfi eldresinc.com 
under Investor Relations/Financial Reports. Additional discussion regarding these risks as appropriate is provided in this MD&A.

Market Outlook
The industry has enjoyed three years of strong house price appreciation in almost all regions of the country, but home prices cannot 
grow faster than salaries and the underlying economy indefi nitely. Some regions have reached or perhaps even exceed the current upper 
level of price resistance. We expect prices and unit sales to level off in many major markets, bringing the full year 2012 into line with our 
original growth forecast.

Forward-Looking Statements
This MD&A and other content of this Financial Review report contain forward-looking information and other “forward-looking statements”. 
The words such as “should”, “will”, “continue”, “plan”, “believe”, “expect”, “anticipate”, “intend”, “estimate” and other expressions, which 
are predictions of or indicate future events and trends and which do not relate to historical matters, identify forward-looking statements. 
Reliance should not be placed on forward-looking statements because they involve known and unknown risks, uncertainties and other 
factors, which may cause the actual results, performance or achievements of the Company to differ materially from anticipated future 
results, performance or achievements expressed or implied by such forward-looking statements. Factors that could cause actual results 
to differ materially from those set out in the forward-looking statements include a change in general economic conditions; interest rates; 
consumer confi dence; the level of residential resale transaction; the average rate of commissions charged; competition from other 
traditional real estate brokers or from discount and/or Internet-based real estate alternatives; the availability of acquisition opportunities 
and/or the closing of existing real estate offi ces; other developments in the residential real estate brokerage industry or the Company 
that reduce the number of and/or royalty revenue from the Company’s REALTORS®; our ability to maintain brand equity through the use 
of trademarks; the availability of equity and debt fi nancing; a change in tax provisions; and other risks detailed in the Company’s Annual 
Information Form, which is fi led with securities commissions and posted on SEDAR at www.sedar.com. The Company undertakes no 
obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, 
except as required by law.
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Supplemental Information – Net Earnings and Cash Flow From Operations for the Period

 
Three months ended  Sept. 30, Dec. 31, March 31, June 30, Sept. 30, Dec. 31, March 31, June 30,
($ 000’s, unaudited)   2010 2010 2011 2011 2011 2011 2012 2012

Royalties   $ 9,780  $ 8,158  $ 8,195  $ 9,821 $ 10,324  $ 8,380  $ 8,220 $ 9,992
Less:         
 Administration     316    1,045    268    361    270    768  452  (94) 
 Management fee     1,836    1,349    1,519    1,823    1,941    1,464  1,482  1,949 
 Interest expense    713    720    728    811    766    737  725  775 
Cash fl ow from operations      6,915    5,044    5,680    6,826    7,347    5,411  5,561  7,362 
 Interest on Exchangeable units   1,168    1,833    1,168    1,168    1,168    1,168  1,168   1,168
 Interest on Trust units    3,327    5,226    –    –    –    –   –  –
 (Gain) loss on fair value of 
  Exchangeable units    2,895    5,724    2,030    (3,761)   (6,655)   1,131  3,527   (5,624)
 Loss on fair value of 
  Trust unit liability     8,251    16,312    –    –    –    –   –  –
 (Gain) loss on purchase 
  obligation adjustment     –    590    –    –    (113)   (31)  –  –
 Amortization of 
  intangible assets     3,414    3,414    3,462    3,461    3,421    3,426  3,350   3,315

 Impairment of intangible assets    –    –    –    –    383    2,435  –   –
Earnings (loss) before taxes      (12,140)   (28,055)   (980)   5,958    9,143    (2,718)  (2,484)  8,503
 Current income tax expense    –  –   (937)   (1,178)   (1,212)   (856)  (837)  (1,028)
 Deferred income tax 
  recovery (expense)      –    (1,113)   140    137    151    368  141   372
Net and comprehensive 
 earnings (loss) for the period     (12,140)   (29,168)   (1,777)   4,917    8,082    (3,206)  (3,180)  7,847
Add:
 Amortization of intangible assets    3,414    3,414    3,462    3,461    3,421    3,426  3,350   3,315
 Impairment of intangible assets   –  –  –  –   383    2,435  –   –
 Current income tax expense   –  –   937    1,178    1,212   856  837   1,028
 Deferred income tax 
  (recovery) expense     –    1,113    (140)   (137)   (151)   (368)  (141)  (372)
 Interest on Exchangeable units   1,168    1,833    1,168    1,168    1,168    1,168  1,168   1,168
 Interest on Trust units    3,327    5,226    –    –    –    –  –   –
 (Gain) loss on fair value of
  Exchangeable units    2,895    5,724    2,030    (3,761)   (6,655)   1,131  3,527  (5,624) 
 Loss on fair value of
  Trust unit liability     8,251    16,312    –    –    –    –  –   –
 (Gain) loss on purchase 
  obligation adjustment     –    590    –    –    (113)   (31)  –  –
Cash fl ow from operations    6,915    5,044    5,680    6,826    7,347    5,411  5,561   7,362
Less change in:
  Unutilized cash     (2,418)   2,013    (1,894)   (3,040)   (3,561)   (1,625)  (1,775)  (3,576)
Cash required for dividends    $ 4,497  $ 7,057  $ 3,786  $ 3,786  $ 3,786  $ 3,786 $  3,786  $ 3,786
Cash fl ow from operations available to:         
 Public shareholders   $ 3,329  $ 5,224  $ 2,618  $ 2,618  $ 2,618  $ 2,618 $ 2,618  $ 2,618
 Non-controlling interest     1,168    1,833    1,168    1,168    1,168    1,168  1,168  1,168 

      $ 4,497  $ 7,057  $ 3,786  $ 3,786  $ 3,786  $ 3,786 $ 3,786 $ 3,786 

Dividends to public 
 shareholders   $ 3,329  $ 5,224  $ 2,618  $ 2,618  $ 2,618  $ 2,618 $ 2,618 $ 2,618
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Supplemental Information – Selected Financial and Operating Information

Three months ended  Sept. 30, Dec. 31, March 31,  June 30,  Sept. 30, Dec. 31, March 31, June 30,
($000’s, unaudited)  2010 2010 2011 2011 2011 2011 2012 2012

Revenue

 Fixed franchise fees    $ 4,700  $ 4,710  $ 4,758  $ 4,761  $ 4,736  $ 4,700 $ 4,719 $ 4,716 
 Variable franchise fees     2,203    1,269    1,697    2,560    2,531    1,430  1,870  2,768 

 Premium franchise fees      1,692    1,126    778    1,279    1,910    1,275  765   1,455

 Other fee revenue and services    1,185    1,053    962    1,221    1,147    975  866   1,053

       $ 9,780  $ 8,158  $ 8,195  $ 9,821  $ 10,324  $ 8,380 $ 8,220  $ 9,992

% Revenue by region         
 British Columbia    11  11  11  11  10  10  10  10

 Prairies    9  9  9  9  9  9  9  10

 Ontario    58  57  57  57  59  59  59  62

 Quebec    19  20  20  20  19  19  19  15

 Maritimes    3  3  3  3  3  3  3  3

       100  100  100  100  100  100  100  100

Three months ended  Sept. 30, Dec. 31,  March 31,  June 30, Sept. 30, Dec. 31, March 31, June 30,
Changes during the period  2010 2010 2011 2011 2011 2011 2012 2012

 Number of REALTORS®    27   (14)  141   (88)  (66)  (234)  189  (1)

 Number of Agents     34   (15)  170   (83)  (69)  (194)  201  (10)

 Number of fi xed-fee-paying 
  Sales Representatives    (14)  4   (28)  (6)  1   (37)  (7)   11

 Number of locations     (3)  (5)  7   (2)  (7)  (2)  14  (6)

 Number of franchise agreements   (1)  0   27   (2)  (2)  (1)  25   (2)

At end of period 

 Number of REALTORS®    15,322   15,308   15,449   15,361   15,295   15,061  15,250   15,249

 Number of Agents     14,270   14,255   14,425   14,342   14,273   14,079  14,280   14,270

 Number of fi xed-fee-paying 
  Sales Representatives    748   752   724  718   719   682  675   686

 Number of locations      663   658   665  663   656   654  668   662

 Number of franchise agreements    367   367   394  392   390   389  414   412
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Supplemental Information – Distributions/Dividends History

     Dividends Declared per Unit/Share
Month  2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

January   $ 0.0917  $ 0.0917  $ 0.0958 $ 0.1000 $ 0.1040 $ 0.1170  $ 0.1170 $ 0.0920  $ 0.0920

February    0.0917   0.0917   0.0958   0.1000  0.1040   0.1170  0.1170  0.0920  0.0920

March     0.0917   0.0917   0.0958   0.1000  0.1040  0.1170   0.1170  0.0920  0.0920

April      0.0917   0.0917   0.0958   0.1000  0.1040  0.1170   0.1170  0.0920  0.0920

May      0.0917   0.0917   0.0958   0.1000  0.1040   0.1170  0.1170  0.0920  0.0920

June     0.0917   0.0917   0.0958   0.1000  0.1040   0.1170  0.1170  0.0920  0.0920

July      0.0917   0.0917   0.0958   0.1000  0.1040  0.1170   0.1170  0.0920
August     0.0917   0.0917   0.0958   0.1000   0.1170  0.1170  0.1170  0.0920
September $ 0.17891  0.0917   0.0917   0.0958   0.1000   0.1170  0.1170  0.1170  0.0920
October  0.0917   0.0917   0.0917   0.0958   0.1000  0.1170  0.1170  0.1170  0.0920
November  0.0917   0.0917   0.0917   0.0958   0.1000   0.1170  0.1170  0.1170  0.0920
December  0.0917   0.0917   0.0917   0.0958   0.1000   0.1170  0.1570  0.3170  0.0920

    $ 0.45  $ 1.10 $ 1.10 $ 1.15 $ 1.20 $ 1.31 $ 1.44 $ 1.60 $ 1.10 $ 0.55 

1 Based on a 55-day period.

Supplemental Information – Share and Exchangeable Unit Performance

    Sept. 30, Dec. 31, March 31, June 30, Sept. 30, Dec. 31, March 31, June 30,
Three months ended  2010 2010 2011 2011 2011 2011 2012 2012

Trading price range of units 
 (TSX: “BRE”)        
 High    $ 13.40  $ 15.50  $ 16.49  $ 15.67  $ 14.50  $ 13.87 $ 14.25 $ 13.90

 Low    $ 11.67  $ 12.72  $ 14.40  $ 12.85  $ 12.00  $ 11.40 $ 12.35  $ 11.46

 Close   $ 13.05  $ 14.77  $ 15.38  $ 14.25  $ 12.25  $ 12.59 $ 13.65  $ 11.96

Average daily volume   7,186  13,564   12,816   8,748  7,987  10,215  9,003  6,744

Number of units 
 outstanding at 
 period end    9,483,850  9,483,850  9,483,850  9,483,850  9,483,850  9,483,850  9,483,850  9,483,850

Net enterprise value at 
 period end (thousands)        
 Market capitalization  $ 167,190  $ 189,226  $ 197,041  $ 182,564  $ 156,941  $ 161,297 $ 174,877  $ 153,226

 Long-term debt    52,256    52,277    52,314    52,352    52,390    52,428  52,475  52,517 
Less:        
 Cash on hand    4,552    5,672    1,573    1,469    3,396    5,593  1,152   1,282

       $ 214,894  $ 235,831  $ 247,782  $ 233,447  $ 205,935  $ 208,132 $ 226,200 $ 204,461 



2012 SECOND QUARTER REPORT 29

Supplemental Information – Canadian Residential Real Estate Market 

    Sept. 30, Dec. 31, March 31, June 30, Sept. 30, Dec. 31, March 31, June 30,
Three months ended  2010 2010 2011 2011 2011 2011 2012 2012

Canada

Transactional dollar 
 volume1   $ 33,962  $ 30,857  $ 37,694  $ 52,880  $ 41,388  $ 34,093  $ 39,652 $ 55,681 

Average selling price  $ 328,925  $ 344,349  $ 363,258  $ 374,269  $ 354,070  $ 357,528  $ 365,806 $ 373,720 

Number of units sold    103,252    89,610    103,767    141,288    116,892    95,358    108,397  148,992

Number of REALTORS® 
 at period end    101,606    101,916    103,207    103,729    104,203    104,407    105,649  N/A 

Housing starts    52,671    46,958    33,553    52,625    55,615    52,157    39,902  60,685 

Greater Toronto Area
Transactional dollar 
 volume1   $ 8,021  $ 7,724  $ 8,926  $ 14,068  $ 10,607  $ 9,191  $ 10,535 $ 15,756 

Average selling price  $ 419,619  $ 439,113  $ 449,286  $ 479,830  $ 458,758  $ 472,494  $ 493,740 $ 514,534

Number of units sold    19,115    17,589    19,867    29,319    23,122    19,452    20,647  30,622

Housing starts    7,845    7,719    8,374    11,245   10,147   9,979   9,870  12,736

    Sept. 30, Dec. 31, March 31, June 30, Sept. 30, Dec. 31, March 31, June 30,
Twelve months ended  2010 2010 2011 2011 2011 2011 2012 2012

Canada

Transactional dollar 
  volume1   $ 156,692  $ 151,526  $ 151,865  $ 155,393  $ 162,819  $ 166,055  $ 168,013 $ 170,814

Average selling price  $ 338,000  $ 339,049  $ 345,406  $ 354,846  $ 360,572  $ 363,116  $ 363,715 $ 363,714 

Number of units sold    463,586    446,915    439,671    437,917    451,557    457,305    461,935  469,639 

Housing starts    189,549    189,930    188,469    185,807    188,751    193,950    200,299  208,359

Seasonally adjusted
  housing starts    190,700    180,000    174,600    194,700    205,000    200,200    205,500  229,300

Greater Toronto Area
Transactional dollar 
  volume1   $ 39,389  $ 38,132  $ 37,336  $ 38,739  $ 41,325  $ 42,792  $ 44,401  $ 45,727

Average selling price  $ 427,814  $ 432,264  $ 437,348  $ 451,027  $ 459,693  $ 466,352  $ 479,809 $ 487,275

Number of units sold    92,071    88,214    85,370    85,890    89,897    91,760    92,540  93,843

Housing starts    29,170    29,195    31,900    35,183    37,485    39,745    41,241   42,732

Source: CREA
1 ($ million)
N/A: Not Available
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Supplemental Information – Cash Flow From Operations 

    IFRS Canadian GAAP

        Aug. 7,
Cash fl ow from operations and its utilization  Six months Year Year 2003
since Fund inception  ended ended  ended  to
     June 30, Dec. 31, Dec. 31, Dec. 31,
($ 000’s)  Total 2012 2011 2010 2009

Royalties  $ 282,692  $ 18,212  $ 36,720  $ 36,630  $ 191,130 
Less:  
 Administration   8,188   358   1,667    1,771    4,392 
 Interest expense    22,874   1,500   3,042    2,900    15,432 
 Management fee    51,735    3,431   6,747    6,713    34,844 

Cash fl ow from operations  199,895  12,923   25,264    25,246    136,462 

Less: 
 Dividends to shareholders   107,790  5,236   10,471    15,212    76,871 
 Interests/dividends to Exchangeable 
  unitholders/non-controlling interest  38,172  2,336   4,672    5,337    25,827 

 Total dividends   145,962    7,572   15,143    20,549    102,698 

Cash fl ow from operations less total dividends   53,933    5,351   10,121    4,697    33,764 
 Less: Funding of acquisitions   40,829    2,353   6,062    7,270    25,144 
 Less: Purchase of units under NCIB   4,096    –    –    –    4,096 

Net change in the period $ 9,008 $ 2,998 $ 4,059  $ (2,573) $ 4,524 

Cumulative change $ 9,008 $ 9,008  $ 6,010  $ 1,951  $ 12,386 

Dividends percentage payout1  73%  59%  60%  81%  75%
1 This represents the total dividends paid as a percentage of cash fl ow from operations.

    IFRS Canadian GAAP

        Aug. 7,
Cash fl ow from operations reconciled to cash fl ow  Six months Year Year 2003
from operating activities  ended ended  ended  to
     June 30, Dec. 31, Dec. 31, Dec. 31,
($ 000’s)  Total 2012 2011 2010 2009

Cash fl ow from operating activities $ 164,755  $ 3,278 $ 18,588  $ 6,100  $ 136,789 
 Add (deduct):
 Changes in non-cash working capital items  2,391   5,540   (2,693)   (1,224)   768 
 Interest on Exchangeable units   12,345    2,336   4,672    5,337    – 
 Current non-cash income tax expense  6,040   1,857   4,183    –    – 
 Interest on Trust units   15,212    –    –    15,212    – 
 Non-cash interest expense   (848)   (88)   514    (179)   (1,095)

Cash fl ow from operations $ 199,895  $ 12,923 $ 25,264  $ 25,246  $ 136,462 
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Supplemental Information – Acquisitions 

Date acquired by the Company/Fund, January 1,
($ millions unless stated otherwise) 2012 2011 2010 2009 2008

Purchase price      
 Estimated  2.88  3.48  5.24  3.44  21.14
 Actual (a) (d)  (a)  3.34  5.70  3.31  23.50
     
Payments     
 Initial  2.30  2.78  4.20  2.75  16.91
 Final (b) (c) (d)  (a)  0.56  1.50  0.56  6.59
     
Estimated     
 Annual royalty stream  0.49  0.55  0.89  0.70  2.99
 Number of REALTORS®  217  247  417  316  1,272
 Number of locations  12  8  17  25  60
 Number of agreements  25  23  21  21  60
      
Actual     
 Annual royalty stream (b)  (d)  0.52  0.95  0.66  3.32
 Number of REALTORS®  (d)  231  417  316  1,502
 Number of locations  12  8  17  25  60
 Number of agreements  25  23  21  21  60

(a) To be determined at the end of the year in accordance with the MSA and appropriate purchase agreement.
(b) Audited.
(c) Purchase price obligation as at December 31.
(d) Purchase price obligation and actual values for Via Capitale are calculated over three years.
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Unaudited   June 30, December 31,
As at (In thousands of Canadian dollars)  Note 2012 2011

Assets

Current assets
 Cash      $ 1,282  $ 5,593 
 Accounts receivable    4  5,795    4,043 
 Income tax receivable      115  –
 Prepaid expenses        68   261 

         7,260    9,897

Non-current assets

 Deferred tax asset       3,911    3,398 
 Intangible assets    5, 6   94,416   98,200 

        $ 105,587 $ 111,495 

Liabilities and shareholders’ equity

Current liabilities
 Accounts payable and accrued liabilities     $ 1,621 $ 1,299 
 Purchase obligation – current portion    5  1,186    663 
 Current income tax liability      –    4,183 
 Interest payable to Exchangeable unitholders       389    389 
 Dividends payable to shareholders       872    872 

          4,068    7,406 
Non-current liabilities
 Long-term debt    9   52,517    52,429 
 Purchase obligation    5   174   169 
 Exchangeable units    10  39,799    41,895 

          96,558   101,899 
Shareholders’ equity
 Restricted voting shares    11   140,076    140,076 
 Defi cit      (131,047)  (130,480)

         9,029   9,596 

        $ 105,587 $ 111,495 

See accompanying notes to the interim condensed consolidated fi nancial statements. 

Approved on behalf of the board

Simon Dean Lorraine Bell
Director Director

INTERIM CONDENSED CONSOLIDATED BALANCE SHEETS

Brookfi eld Real Estate Services Inc.
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     Three months Three months Six months Six months
Unaudited  ended ended ended ended
(In thousands of Canadian dollars,  June 30, June 30, June 30, June 30,
except share and per share amounts) Note 2012 2011 2012 2011

Royalties 

 Fixed franchise fees   $ 4,716  $ 4,761  $ 9,435  $  9,519 
 Variable franchise fees     2,768    2,560    4,582    4,257 
 Premium franchise fees     1,455    1,279    2,276    2,057 
 Other revenue and services     1,053    1,221    1,919    2,183 

        9,992    9,821    18,212    18,016 

Expenses
 Administration  13  (94)   361    358    629 
 Management fee  3   1,949    1,823    3,431    3,342 
 Interest expense     775    811    1,500    1,539 
 Amortization of intangible assets  6   3,315    3,461    6,665    6,923 

        5,945    6,456    11,954    12,433 

Operating income    4,047   3,365    6,258    5,583 
 Interest on Exchangeable units    (1,168)  (1,168)  (2,336)  (2,336)
 Gain on fair value of Exchangeable units  10  5,624  3,761  2,097   1,731 

Earnings before income tax    8,503  5,958  6,019  4,978

 Current income tax expense    (1,028)  (1,178)  (1,863)  (2,115)
 Deferred income tax recovery    372   137   513   277 

Income tax expense  7  (656)  (1,041)  (1,350)  (1,838)

Net and comprehensive earnings   $ 7,847  $ 4,917  $ 4,669  $ 3,140 

Basic earnings per share  12 $ 0.83  $ 0.52  $ 0.49  $ 0.33 
Weighted average number of shares outstanding 
 used in computing basic earnings per share     9,483,850    9,483,850    9,483,850    9,483,850 

Diluted earnings per share  12 $ 0.26  $ 0.18  $ 0.38  $ 0.29 
Weighted average number of shares outstanding 
 used in computing diluted earnings per share     12,811,517    12,811,517    12,811,517    12,811,517

See accompanying notes to the interim condensed consolidated fi nancial statements. 

INTERIM CONDENSED CONSOLIDATED STATEMENTS OF 
CHANGES IN SHAREHOLDERS’ EQUITY 

Unaudited  Common
(In thousands of Canadian dollars)  Equity Defi cit Total Equity 

Balance, December 31, 2011   $ 140,076  $ (130,480) $ 9,596
Net earnings     –   4,669  4,669
Dividends declared     –   (5,236)  (5,236)
Balance, June 30, 2012   $ 140,076  $ (131,047) $ 9,029

Unaudited  Common
(In thousands of Canadian dollars)  Equity Defi cit Total Equity 

Balance, December 31, 2010   $ 140,076  $ (128,929) $ 11,147
Net earnings     –   3,140   3,140
Dividends declared     –   (5,236)  (5,236)
Balance, June 30, 2011   $ 140,076  $ (131,025) $ 9,051

See accompanying notes to the interim condensed consolidated fi nancial statements. 

Brookfi eld Real Estate Services Inc.

INTERIM CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS
AND COMPREHENSIVE EARNINGS
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     Three months Three months Six months Six months
     ended ended ended ended
Unaudited  June 30, June 30, June 30, June 30,
(In thousands of Canadian dollars) Note 2012 2011 2012 2011

Cash provided by (used for):

Operating activities

 Earnings for the period   $ 7,847  $ 4,917  $ 4,669  $ 3,140 
 Items not affecting cash
  Fair value gain on Exchangeable units  10  (5,624)  (3,761)  (2,097)  (1,731)
  Interest expense     1,943    1,979    3,836    3,875 
  Interest paid    (1,901)  (1,941)  (3,748)  (4,466)
  Deferred income tax recovery    (372)  (137)  (513)  (277)
  Amortization of intangible assets     3,315    3,461    6,665    6,923 
 Changes in non-cash working capital    (1,466)  (408)  (5,534)  (702)

       3,742   4,110    3,278    6,762 

Investing activity

 Payment of purchase price obligation  5  (994)  (1,596)  (2,353)  (3,596)

Financing activity

 Dividends paid to shareholders    (2,618)  (2,618)  (5,236)  (7,369)

Increase (decrease) in cash during the period     130   (104)  (4,311)  (4,203)
Cash, beginning of the period     1,152    1,573    5,593    5,672 

Cash, end of the period   $ 1,282  $ 1,469  $ 1,282  $ 1,469 

See accompanying notes to the interim condensed consolidated fi nancial statements. 

INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Brookfi eld Real Estate Services Inc.
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1. Organization
Brookfi eld Real Estate Services Inc. (the “Company”) is incorporated under the Ontario Business Corporations Act. The Company’s 
registered offi ce is located at 39 Wynford Drive, Toronto, Canada, M3C 3K5, and is listed on the Toronto Stock Exchange (“TSX”) under 
the symbol “BRE”. The Company directly owns Brookfi eld Real Estate Services Fund and its subsidiaries, which own and operate the 
businesses of Residential Income Fund L.P. and 9120 Real Estate Network, L.P., which own the assets from which the Company derives 
its sole source of revenue. Through its limited partnership holdings, the Company owns certain franchise agreements and trademark 
rights of residential real estate brands in Canada.

These interim condensed consolidated fi nancial statements have been authorized for issuance by the Board of Directors of the Company 
on August 1, 2012.

2. Signifi cant Accounting Policies
BASIS OF PRESENTATION
These interim condensed consolidated fi nancial statements have been prepared in accordance with IAS 34, “Interim Financial Reporting” 
(“IAS 34”) as issued by the International Accounting Standards Board (“IASB”). Accordingly, certain information and footnote disclosure 
normally included in annual fi nancial statements prepared in accordance with International Financial Reporting Standards (“IFRS”), as 
issued by the IASB, have been omitted or condensed.

The interim fi nancial statements have been prepared using the same accounting policies and methods as those used in the consolidated 
fi nancial statements for the year ended December 31, 2011. These interim fi nancial statements should be read in conjunction with the 
Company’s consolidated fi nancial statements for the year ended December 31, 2011.

These interim condensed consolidated fi nancial statements have been prepared on a going concern basis and include the accounts 
of the Company, its wholly owned subsidiary RL RES Holding Trust (“RLHT”) and its 74% owned subsidiaries, Residential Income Fund 
General Partner Limited (“RIFGP”), Residential Income Fund L.P. (the “Partnership”), 9120 Real Estate Network, L.P. (“VCLP”), a wholly 
owned subsidiary of the Partnership, and 4541219 Canada Inc., the “General Partner of VCLP”. RIFGP is the managing general partner 
of the Partnership. Brookfi eld Holdings Corporation (“BHC”), formerly Trilon Bancorp Inc., owns the remaining 26% interest in the 
Partnership and RIFGP. The Company receives certain management, administrative and support services from Brookfi eld Real Estate 
Services Manager Ltd. (“BRESML”), a party related to BHC via common control. Royal LePage Real Estate Services Limited (“RES”), a 
wholly owned subsidiary of BRESML, pays royalties to the Company under a franchise agreement.

3. Management Services Agreement
On January 1, 2011, the Company entered into the Amended and Restated Management Services Agreement (“MSA”) dated January 1, 
2011 with BRESML, a party related to the Exchangeable unitholders via common control. The MSA has an initial term of 10 years and 
automatic renewal for successive 10-year periods subject to approval of the Company and BRESML. Under the MSA, BRESML is to 
provide certain management, administrative and support services to the Company and its subsidiaries and in return is paid a monthly fee 
equal to 20% and 30% of the distributable cash of the Partnership and VCLP, respectively. For the three and six months ended June 30, 
2012, the Company paid $1,949 and $3,431, respectively (three and six months ended June 30, 2011 – $1,823 and $3,342, respectively), 
for these services. The MSA also prescribes the conditions under which the Company purchases contracts from BRESML and the 
formula for calculating the purchase price.

4. Accounts Receivable
Accounts receivable are related to fees due from the Company’s franchise network and are valued initially at fair value, then subsequently 
measured at amortized cost less any provision for doubtful accounts. As at June 30, 2012, the Company had accounts receivable of 
$5,795 (December 31, 2011 – $4,043) net of $529 (December 31, 2011 – $579) allowance for doubtful accounts. During the three and 
six months ended June 30, 2012, $192 and $50 of net bad debt recovery, respectively, was included in Administration expense (three 
and six months ended June 30, 2011 – $67 and $78 of net bad debt expense, respectively).

The table below summarizes the aging of accounts receivable. Management considers amounts owed for longer than 90 days as overdue.

    90+ Days 60 Days 30 Days Current Total

Accounts receivable $  1,195  $ 214 $  720  $ 3,666  $ 5,795

Brookfi eld Real Estate Services Inc.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Three and six months ended June 30, 2012 and 2011 (unaudited)
(Expressed in thousands of Canadian dollars, unless stated otherwise)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BROOKFIELD REAL ESTATE SERVICES INC.36

5. Asset Acquisitions 
The Company’s purchase of franchise agreements is governed by terms set out in the MSA.

On January 1, 2012, the Partnership acquired 20 new Royal LePage franchise agreements from BRESML at an estimated purchase price 
of $1,863. A payment of $1,491, equal to 80% of the estimated purchase price, was due on January 1, 2012, and the remainder is to be 
paid a year later, when the fi nal purchase price is determined. Any subsequent changes to the value of the estimated purchase price are 
recognized in the consolidated statements of earnings and comprehensive earnings and are classifi ed as other income or loss in the 
period the change occurs. The unpaid balance due as of January 1, 2013 is subject to interest at the rate prescribed in the MSA. 

On January 1, 2012, VCLP acquired fi ve new Via Capitale (formerly known as La Capitale) franchise agreements from BRESML and a 
subsidiary of BRESML at an estimated purchase price of $1,018. A payment of $814, equal to 80% of the estimated purchase price, 
was due on January 1, 2012, and the remainder is to be paid over the next three years. Until the fi nal purchase price is determined, the 
estimated price is to be revised over a three-year period from November 1, 2011 to October 31, 2014, based on the average annual 
royalty stream earned. Any subsequent changes to the value of the estimated purchase obligation are recognized in the consolidated 
statements of earnings and comprehensive earnings and are classifi ed as other income or loss in the period the change occurs. The 
unpaid balance due as of January 1, 2013 is subject to interest at the rate prescribed in the MSA. 

For the three and six months ended June 30, 2012, the Company did not incur interest expense related to outstanding purchase 
obligation payments (three and six months ended June 30, 2011 – $75 and $89, respectively).

On January 1, 2011, the Partnership acquired 21 new Royal LePage franchise agreements from BRESML at an estimated purchase price 
of $2,524. A payment of $2,019, equal to 80% of the estimated purchase price, was paid from cash on hand in 2011, and the remainder 
was paid by February 27, 2012.

On January 1, 2011, VCLP acquired two new Via Capitale franchise agreements from BRESML for an estimated purchase price of $951. 
A payment of $761, equal to 80% of the estimated purchase price, was paid from cash on hand in 2011, and the remainder will be paid 
by 2014.

The additions to intangible assets during the six months ended June 30, 2012 and 2011 are summarized as follows:

      Six months Six months
      ended ended
      June 30, June 30,
    Royal LePage VCLP 2012 2011

Franchise agreements $ 1,863  $ 1,018  $ 2,881 $ 3,475

The purchase obligations consist of the following:

      June 30, December 31,
    Royal LePage VCLP 2012 2011

Purchase obligation at beginning of year $ 447  $ 385  $ 832  $ 3,563 
 Current year purchase obligation   1,863    1,018    2,881    3,475 
 Price adjustment on current year purchases  –  –   –  (144)
 Payment on current year purchases  (1,232)  (458)  (1,690)  (2,780)
 Payment of obligations on prior years’ purchases  (446)  (217)  (663)  (3,282)

Purchase obligation at end of period $ 632 $ 728  $ 1,360 $ 832 

Current portion of purchase obligation $ 632 $ 554  $ 1,186  $ 663 
Long-term portion of purchase obligation  –   174    174   169 
Purchase obligation at end of period $ 632  $ 728  $ 1,360  $ 832 
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6. Intangible Assets 
A summary of intangible assets is provided in the table below.

     Franchise  
      Agreements  Trademarks  Total

Cost

At December 31, 2011   $ 193,339  $ 5,427  $ 198,766 
 Purchases     2,881   –   2,881 

At June 30, 2012   $ 196,220  $ 5,427  $ 201,647 

Accumulated Amortization

At December 31, 2011     99,014    1,552    100,566 
 Amortization expense    6,572  93   6,665

At June 30, 2012   $ 105,586  $ 1,645 $ 107,231

Carrying value      
At December 31, 2011   $ 94,325  $ 3,875  $ 98,200 

At June 30, 2012   $ 90,634  $ 3,782  $ 94,416 

7. Income Taxes
The Company uses the liability method of tax allocation in accounting for income taxes. Under this method, temporary differences 
between the carrying amount of balance sheet items and their corresponding tax basis result in either deferred income tax assets 
or liabilities, except to the extent a temporary difference was present on the initial recognition of the asset outside of a business 
combination. Deferred income taxes are computed using substantively enacted tax rates applicable to the years in which the temporary 
differences are expected to reverse.

A reconciliation of income taxes at Canadian statutory rates with reported income taxes is as follows:

    Three months Three months Six months Six months
    ended ended ended ended
    June 30, June 30, June 30, June 30,
Income tax expense is calculated as follows: 2012 2011 2012 2011

Earnings before income taxes for the period: $ 8,503  $ 5,958  $ 6,019  $ 4,978 
Expected income tax recovery at statutory rate 
 of 26.5% (2011 – 28.25%)   2,253    1,683    1,595    1,406 
Increase (decrease) in income tax expense (recovery) 
 due to the following:
 Non-deductible amortization   394    462    794    909 
 Non-deductible gain on fair value of Exchangeable units   (1,490)   (1,062)   (556)   (489)
 Non-deductible interest on Exchangeable units   310    330    619    660 
 Income allocated to Exchangeable unitholders   (398)   (393)   (677)   (705)
 Effect of rescheduling temporary differences   (5)   21    (17)   57 
 Change in deferred tax rate from 25% to 26.5%   (215)   –    (215)   – 
 Change in current tax rate from 26.25% to 26.5%   8   –   8   –
 Other   (201)   –    (201)   – 

Total   $ 656  $ 1,041  $ 1,350  $ 1,838 
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8. Operating Credit Facility
The Partnership has a credit facility (the “Revolver”) of up to $2,000 from a Canadian fi nancial institution. This Revolver may be used 
to provide working capital to the Partnership from time to time. The Revolver is subject to annual renewal, with outstanding principal 
under the Revolver subject to interest at the lender’s prime rate plus 2.5% to 3% or the Banker’s Acceptance rate plus 3.5% to 4%, 
based on the ratio of total debt to Consolidated Earnings Before Interest, Taxes, Depreciation and Amortization (“Consolidated EBITDA”) 
of the Partnership, as defi ned in the amended credit agreement. EBITDA is defi ned as earnings (loss) before tax, before interest on 
Exchangeable units, interest on Trust units, gain (loss) on fair value of Exchangeable units, gain (loss) on purchase obligation adjustment 
and gain (loss) on fair value of Trust unit liability. As at June 30, 2012, the Company is compliant with its fi nancial covenants. As at 
June 30, 2012 and December 31, 2011, the Revolver had not been drawn upon.

9. Long-Term Debt
The Company’s long-term debt consists of the following debt facilities: 

      June 30,   December 31, 
As at      2012  2011

Private debt placement     $  32,402  $  32,348 
Term facility       20,115    20,081

        $  52,517  $  52,429

Long-term debt includes a $32,700 private debt placement with a number of Canadian institutional investors, with fi xed interest of 
5.809%, and a $20,300 term facility provided by a Canadian fi nancial institution, with interest available in the form of a fl oating rate at 
prime plus 1.5% payable quarterly or at Banker’s Acceptance rates plus 3%, with terms of up to six months. Both facilities have a 
fi ve-year term maturing on February 17, 2015.

The Company incurred $855 in issue costs associated with the debt obligations, resulting in net proceeds of $52,145. 

The private placement and term facility had fair values of $34,822 and $20,300, respectively, at June 30, 2012 (December 31, 2011 – 
$34,971 and $20,300).

During the three and six months ended June 30, 2012, $42 and $88, respectively, of amortization of the issue costs were recorded as 
interest expense (three and six months ended June 30, 2011 – $38 and $75, respectively).

10. Exchangeable Units
BHC owns 25 common shares in RIFGP,  3,327,667 Exchangeable units of the Partnership and one special voting share of the Company, 
which accompanies the Exchangeable units; this refl ects an effective 26% interest in the Partnership. The special voting share entitles 
the holder to a number of votes at any meeting of the restricted voting shareholders equal to the number of restricted voting shares that 
may be obtained upon the exchange of all the Exchangeable units held by the holder and/or its affi liates. The Company indirectly holds 
the remaining 74% interest in the Partnership through Class A limited partnership units of the Partnership. The Exchangeable unitholders 
are entitled to indirectly exchange, on a one-for-one basis, subject to adjustment, the Exchangeable units for restricted voting shares of 
the Company.

During the three and six months ended June 30, 2012, the Company recorded a gain of $5,624 and $2,097, respectively, related to the 
fair value of the Exchangeable units (three and six months ended June 30, 2011 – gain of $3,761 and $1,731, respectively).

11. Share Capital
The Company is authorized to issue an unlimited number of restricted voting shares, an unlimited number of preferred shares and one 
special voting share. 

Each restricted voting share represents a proportionate voting right in the Company, and holders of the Company’s restricted voting 
shares are entitled to dividends declared and distributed by the Company.

The special voting share represents the proportionate voting rights of the Exchangeable unitholders of the Partnership. The special voting 
share is redeemable by the holder at $0.01 per share, and the holder is not entitled to dividends declared by the Company. 
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No additional restricted voting shares were issued during the six months ended June 30, 2012.

No preferred shares were issued or outstanding as at June 30, 2012.

The following table summarizes the shares of the Company outstanding:

      June 30,   December 31, 
As at      2012  2011

Restricted voting shares       9,483,850    9,483,850 
Special voting share       1    1

12. Earnings per Share
Basic and diluted earnings per share have been determined as follows:

    Three months Three months Six months Six months
    ended ended ended ended
    June 30, June 30, June 30, June 30,
(In thousands of Canadian dollars, except per share amounts) 2012 2011 2012 2011

Net earnings available to restricted 
 voting shareholders – basic $ 7,847  $ 4,917  $ 4,669  $ 3,140 
 Interest on Exchangeable units   1,168    1,168    2,336    2,336 
 Gain on fair value of Exchangeable units   (5,624)   (3,761)   (2,097)   (1,731)

Net earnings available to restricted 
 voting shareholders - diluted $ 3,391  $ 2,324  $ 4,908  $ 3,745 

Weighted average number of shares outstanding 
 used in computing basic earnings per share   9,483,850    9,483,850    9,483,850    9,483,850 
Total outstanding Exchangeable units   3,327,667    3,327,667    3,327,667    3,327,667 

Weighted average number of shares outstanding 
 used in computing diluted earnings per share   12,811,517    12,811,517    12,811,517    12,811,517 

Basic earnings per share $ 0.83  $ 0.52  $ 0.49  $ 0.33 

Diluted earnings per share $ 0.26  $ 0.18  $ 0.38  $ 0.29 

13. Related Party Transactions
Unless disclosed elsewhere, the Company had the following transactions with parties related to the Exchangeable unitholders for 
the three and six months ended June 30, 2012 and 2011. These transactions have been recorded at the exchange amount agreed to 
between the parties.

    Three months Three months Six months Six months
    ended ended ended ended
    June 30, June 30, June 30, June 30,
    2012 2011 2012 2011

a) Royalties    
  Fixed, variable and other franchise fees $ 684 $ 673 $ 1,315 $ 1,303
 Premium franchise fees $ 1,248 $ 668 $ 1,946  $ 1,336
b) Expenses
 Management fees $ 1,949 $ 1,823 $ 3,431 $ 3,342
 Insurance and other $ 27 $ 27 $ 54 $ 54
 Bad debt recovery $ (118) $ – $ (118) $ –
 Interest on purchase obligations $ 41 $ 75 $ 41 $ 89 
c) Interest paid
 Interest paid to Exchangeable unitholders $ 1,168 $ 1,168 $ 2,336 $ 3,002



Brookfi eld Real Estate Services Inc.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

BROOKFIELD REAL ESTATE SERVICES INC.40

The following amounts due to/from related parties are included in the account balance as described:

      June 30, December 31,
As at     2012  2011

d) Accounts receivable
 Franchise fees receivable and other     $ 1,666 $ 1,142
 Other     $ 116 $ –
e) Accounts payable and accrued liabilities
 Management fees     $ 884 $ 491
 Interest on purchase obligations     $ 41 $ 26
 Administrative shared service liability     $ 32  $ 120
 Sales tax payable on purchase obligation     $ 67 $ 3
 Other     $ 16 $ – 
f) Interest payable to Exchangeable unitholders     $ 389  $ 389 
g) Purchase obligation payable     $ 1,360 $ 832

During the Quarter, the Manager, as part of restructuring a troubled franchisee’s operations, assumed this franchisee’s outstanding fees 
resulting in a $118 bad debt recovery which is included in administrative costs.

14. Financial Instruments
In the normal course of business, the Company is exposed to a number of fi nancial risks that can affect its operating performance. These 
risks are outlined below.

A) CREDIT RISK
Credit risk arises from the possibility that the franchisees may experience fi nancial diffi culty and be unable to pay outstanding franchise 
fees. The Company’s credit risk is limited to the recorded amount of accounts receivable. Management reviews the fi nancial position of 
all franchisees during the application process and closely monitors outstanding accounts receivable on an ongoing basis. As at June 30, 
2012, the Company has an allowance for doubtful accounts of $529 (December 31, 2011 – $579). 

B) LIQUIDITY RISK
The Company is exposed to liquidity risk in its ability to fi nance its working capital requirements and meet its cash fl ow needs, including 
paying ongoing future dividends to shareholders and interest to Exchangeable unitholders. Management reduces liquidity risk by 
maintaining more conservative debt covenant ratios compared with those required by the covenants associated with the long-term debt. 
Also, the Company has a $2,000 unutilized credit under the Revolver, as described in Note 8. 

Estimated contractual maturities of the Company’s fi nancial liabilities are as follows:

       Beyond 
    2012 2013 2014 2014 Total

Accounts payable and accrued liabilities $ 1,621  $  –  $  –  $  –  $ 1,621
Purchase obligations   1,186    106    68    –    1,360 
Interest payable to Exchangeable unitholders  389    –    –    –    389 
Dividends payable to shareholders  872   –    –    –    872 
Interest on long-term debt   1,521    3,042    3,042    761    8,366 
Private debt placement   –    –    –    32,700    32,700 
Term facility   –    –    –    20,300    20,300 
Exchangeable units   –    –    –    39,799   39,799

Total   $ 5,589 $ 3,148 $ 3,110  $ 93,560  $ 105,407 
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C) INTEREST RATE RISK
The Company is exposed to the risk of interest rate fl uctuations on its Revolver and term facilities as the interest rates on these facilities 
are tied to the prime and Banker’s Acceptance rates. Management has elected to continue with a fl oating rate position on these facilities 
and monitors this position on an ongoing basis. The Company’s $32,700 private debt placement is fi xed and accordingly does not have 
cash fl ow risk of interest rate fl uctuations or short-term refi nancing risk. An increase of 1% in the Company’s effective interest rate on its 
variable rate debt would result in an interest expense increase of approximately $203 (2011 – $203). 

D) FAIR VALUE
The fair value of the Company’s fi nancial instruments, which consist of cash, accounts receivable, accounts payable and accrued 
liabilities, purchase obligation, interest payable to Exchangeable unitholders and dividends payable to shareholders are estimated by 
management to approximate their carrying values due to their short-term nature. Similarly, the Company’s fl oating rate debt has a fair 
value that approximates its face value. The Company determines the fair value of the fi xed rate debt through the use of a discounted 
cash fl ow analysis using relevant risk-free bond rates plus an applicable risk premium. The fair value of the Company’s long-term debt is 
disclosed in Note 9.

E) FAIR VALUE HIERARCHY
The following table summarizes the fi nancial instruments measured at fair value in the consolidated balance sheet as at June 30, 2012 
and December 31, 2011, classifi ed using the fair value hierarchy:

       As at 
       June 30, 2012
    Level 1  Level 2 Level 3 Total

Financial asset or liability    
 Purchase obligations $ –  $ –  $ 1,360 $ 1,360
 Exchangeable units   39,799    –    –    39,799

Total  $ 39,799 $ –  $ 1,360 $ 41,159

       As at 
       December 31, 2011
    Level 1  Level 2 Level 3 Total

Financial asset or liability    
 Purchase obligations $ –  $ –  $ 832  $ 832
 Exchangeable units   41,895    –    –    41,895

Total   $ 41,895 $ –  $ 832 $ 42,727

See Note 5 for a reconciliation of the Level 3 fair values. There were no transfers between fair value hierarchy levels during the period.
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15. Management of Capital 
The Company’s capital is made up of its cash on hand, long-term debt, Exchangeable units and shareholders’ equity. 

The Company’s objectives when managing capital are to maintain a capital structure that provides fi nancing options to the Company 
while remaining compliant with the covenants associated with the long-term debt; maintain fi nancial fl exibility to preserve its ability 
to meet fi nancial obligations, including debt servicing and dividends to shareholders; and deploy capital to provide an appropriate 
investment return to its shareholders.

The Company’s fi nancial strategy is designed to maintain a fl exible capital structure consistent with the objectives stated above and to 
respond to changes in economic conditions. 

The covenants of the long-term debt prescribe that the Company must maintain a ratio of Consolidated EBITDA to Senior Interest 
Expense at a minimum of 5.00 to 1 and a ratio of Senior Indebtedness to Consolidated EBITDA at a maximum of 2.25 to 1. 

Senior Indebtedness is defi ned as the Company’s long-term debt, disclosed under Note 9, which is made up of $32,700 in private 
debt placement and $20,300 in a term facility. Senior Interest Expense includes interest expenses generated on the Company’s Senior 
Indebtedness. 

The Company is compliant with all fi nancial covenants. There were no changes in the Company’s approach to capital management 
during the period. 

16. Segmented Information
The Company has only one business segment, which is the ownership and generation of residential brokerage franchise agreements.
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