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The Brick Group Income Fund 
Interim Consolidated Balance Sheets 
(thousands of Canadian dollars) 
(unaudited)  
 

    1 

September 30, 2008 December 31, 2007
Restated (Note 2)

ASSETS

CURRENT
Cash and cash equivalents 3,891$                       8,174$                            
Accounts receivable 78,485                       72,757                            
Inventory (Note 5) 200,718                     236,703                          
Prepaid expenses and deposits 5,178                         4,472                              

288,272                     322,106                          

MARKETABLE SECURITIES (Note 6) 21,825                       24,125                            
DEFERRED ACQUISITION COSTS 24,033                       21,944                            
CAPITAL ASSETS (Note 7) 138,676                     132,766                          
GOODWILL 305,349                     305,349                          
INTANGIBLE ASSETS AND DEFERRED CHARGES (Note 8) 154,778                     160,031                          
FUTURE INCOME TAXES 33                              50                                   

932,966$                   966,371$                        

LIABILITIES

CURRENT
Bank indebtedness (Note 13b) 4,357$                       14,559$                          
Accounts payable and accrued liabilities 230,913                     224,042                          
Corporate income taxes payable -                             81                                   
Customers' deposits 61,520                       68,862                            
Unpaid claims reserve 2,720                         2,453                              

299,510                     309,997                          

DEFERRED SERVICE REVENUE 15                              183                                 
DEFERRED LEASE INDUCEMENTS 18,942                       18,777                            
DEFERRED WARRANTY PLAN REVENUE AND

UNEARNED INSURANCE REVENUE 129,033                     122,872                          
LONG-TERM DEBT (Note 9) 82,079                       81,955                            
FUTURE INCOME TAXES 29,402                       31,768                            

558,981                     565,552                          

UNITHOLDERS' EQUITY
Trust units (Note 14) 528,213                     528,213                          
Deficit (152,233)                    (126,372)                         
Accumulated other comprehensive loss (1,995)                        (1,022)                             

373,985                     400,819                          
932,966$                   966,371$                        

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



The Brick Group Income Fund 
Interim Consolidated Statements of Income (Loss) and Comprehensive Income (Loss) 
(thousands of Canadian dollars except unit and per unit amounts) 
(unaudited)  
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Inte rim Cons olidate d Statements of Income (Loss )
Se ptembe r 30 ,

2 008
September 30,

200 7
Se ptembe r 30 ,

 20 08
Septe mber 30,

2007
(3 months ) (3 months) (9  months ) (9 months )

SALES AND  OPERATING REVENUE 38 0,7 61$            375,103$             1,061 ,90 7$        1,038,444$           

CO ST O F SALES (Note  5) 22 7,1 45             222,664               626 ,48 0             620,642               
GROSS MARGIN 15 3,6 16             152,439               435 ,42 7             417,802               

SELLING, GENERA L AND  AD MIN ISTRA TIVE 
  EXPEN SES 13 3,2 52             126,743               386 ,62 6             368,281               

2 0,3 64               25,696                 48 ,80 1               49,521                 

OTHER INCOME (EXPENSE)
Investment and other income 2 44                    438                     81 4                    3,239                  
Other interest (9 56)                   (867)                    (2 ,87 9)                (3,219)                 
Interest on long- te rm debt (1,4 01)                (1,393)                 (4 ,16 9)                (3,559)                 
Amortization (Notes 7 & 8)  (6,9 66)                (6,542)                 (21 ,09 4)              (19,879)               

(9,0 79)                (8,364)                 (27 ,32 8)              (23,418)               

INCOME BEFORE INCOME TAXES 1 1,2 85               17,332                 21 ,47 3               26,103                 

INCOME TAX (EXPENSE) RECOVERY
Current (13)                     (615)                    (44 0)                   (1,005)                 
Future 1,1 70                 428                     1 ,85 9                 (32,919)               

1,1 57                 (187)                    1 ,41 9                 (33,924)               

NET INCOME (LOSS) 1 2,4 42$              17,145$               22 ,89 2$             (7,821)$               

Basic  and diluted net income ( loss) per unit 0.23$                  0.32$                  0.4 2$                 (0.14)$                 
Basic  and diluted average  number of units outstanding 54,171,133         54,171,133           54,171,133         54,171,133           

Inte rim Cons olidate d Statements of Co mprehens ive  Inco me  (Los s)

NET INCOME (LOSS) 1 2,4 42$              17,145$               22 ,89 2$             (7,821)$               

Other Comprehensive Loss, ne t of income taxes

Net (decrease) increase  in unrea lized fair  value
    of available  for  sa le securities (8 55)                   (488)                    (1 ,05 7)                226                     
Ne t change in cash f low hedge  (Note  13c) 28                      27                       8 4                      (720)                    

Other Comprehensive Loss (8 27)                   (461)                    (97 3)                   (494)                    

CO MPREH ENSIVE INCOME (LOSS) 1 1,6 15$              16,684$               21 ,91 9$             (8,315)$               

Th e accompan yin g  no tes  are an  in teg ral p art  of these interim co nso lidated finan cial s tatemen ts .
 

 



The Brick Group Income Fund 
Interim Consolidated Statements of Changes in Unitholders’ Equity 
(thousands of Canadian dollars) 
(unaudited)  
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September 30, 

2008 
September 30, 

2007 
 September 30, 

2008 
 September 30, 

2007 
(3 months) (3 months) (9 months) (9 months)

Restated (Note 2) Restated (Note 2)

Trust units 528,213$             528,213$             528,213$             528,213$             

Deficit
Balance at beginning of period (148,424)              (134,368)              (126,372)              (76,900)                

Net income (loss) 12,442                 17,145                 22,892                 (7,821)                  
Distributions declared (Note 10 ) (16,251)                (16,251)                (48,753)                (48,753)                

Balance at end of period (152,233)              (133,474)              (152,233)              (133,474)              

Accumulated other comprehensive (loss) income on available for sale securities
Balance at beginning of period (532)                     714                      (330)                     -                       

Adjustment to market value on January 1, 2007 
(net of income taxes of $592) -                       -                       -                       899                      

Unrealized loss arising during the period  (Note 6) (1,295)                  (107)                     (1,739)                  (92)                       
Income taxes on unrealized loss arising during the period 416                      36                        551                      31                        
Reclassification of realized losses (gains) to net income 35                        (653)                     192                      (951)                     
Income taxes on reclassification of realized (losses) gains to net income (11)                       236                      (61)                       339                      

Balance at end of period (1,387)                  226                      (1,387)                  226                      

Accumulated other comprehensive loss on cash flow hedge (Note 13c)
Balance at beginning of period (636)                     (747)                     (692)                     -                       

Loss on cash flow hedge of an anticipated transaction
(net of income taxes of NIL) -                       -                       -                       (780)                     

Reclassification of loss on cash flow hedge to net income 
(net of income taxes of NIL) 28                        27                        84                        60                        

Balance at end of period (608)                     (720)                     (608)                     (720)                     

Total accumulated other comprehensive loss (1,995)                  (494)                     (1,995)                  (494)                     

Total unitholders' equity 373,985$             394,245$             373,985$             394,245$             

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



The Brick Group Income Fund 
Interim Consolidated Statements of Cash Flow 
(thousands of Canadian dollars) 
(unaudited)   
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 Septembe r 30 , Se pte mber 3 0, Se pte mbe r 30 , Septembe r 3 0 ,
20 08 2007 200 8 2007

(3 months) (3  months) (9 months) (9 mo nths)

OPERATING ACTIVITIES
Net income (loss) 12 ,4 42$            17,145$             22,892$            (7,821)$              
Add (deduct) items not affect ing cash

Amort ization 7 ,0 05               6,592                 21,207             19,929               
Amort ization o f deferred lease inducements (4 19 )                 (391)                  (1, 23 9)              (963)                  
Amort ization o f deferred warranty revenue (9 ,8 96 )              (7,099)               (27, 85 7)            (19,781)              
Amort ization o f deferred acquisition costs 1 ,7 08               1,061                 4, 689               2,818                 
Amort ization o f financ ing fee and transact ion  costs 71                    88                     244                  284                   
Future income taxes (1 ,1 70 )              (428)                  (1, 85 9)              32,919               
Reclassification from other c omprehens ive lo ss -                       

related to hedging act ivity 28                    27                     84                    60                     
Amort ization o f preferred  share premiums 52                    54                     143                  160                   
Loss  (gain) on sale of capital assets 52                    31                     (4 8)                   (1,771)               
Loss  (gain) on sale of marketable securities 35                    (653)                  192                  (951)                  

Cash paid related to hedging act ivity -                       -                       -                       (780)                  
Cash rec eived for leasehold inducements 8 01                  2,290                 1, 404               2,935                 
Cash paid for deferred acquis it ion costs (2 ,4 18 )              (2,452)               (6, 77 8)              (6,699)               
Cash rec eived on w arranty and insurance sales 12 ,3 78             12,785               34,018             35,207               

20 ,6 69             29,050               47,092             55,546               
Changes in non-cash operating w orking  capital items (N ote 12 ) 22 ,5 05             17,307               30,898             20,782               

43 ,1 74             46,357               77,990             76,328               
FIN AN CIN G A CTIVITIES

Decrease in bank indebtedness (15 ,3 53 )            (10,488)              (10, 01 6)            (9,955)               
Financing fe es paid (71 )                   -                       (30 7)                 -                       
Distribut ions pa id (Note 10) (16 ,2 51 )            (16,251)              (51, 00 4)            (48,753)              
Repayment  of term credit fac ility (N ote 9) -                       -                       -                       (70,000)              
Issuance of senior secured bonds , net o f transaction cos ts (Note 9) -                       -                       -                       81,822               
Monthly mortgage principal repayments -                       -                       -                       (239)                  
Mortgage retireme nt principal repayments (N ote 9) -                       -                       -                       (9,291)               

(31 ,6 75 )            (26,739)              (61, 32 7)            (56,416)              
IN VESTING AC TIVITIES

Additions  to capital assets (10 ,9 24 )            (8,475)               (21, 92 5)            (15,802)              
Change in accounts payable and accrued liabilities related to capital assets 2 02                  1,782                 451                  (1,451)               
Additions  to marketab le securities (3 19 )                 (1,770)               (1, 58 6)              (4,781)               
Additions  to intangible  assets -                       -                       -                       (1,508)               
Proceeds  from sale of marketable securities 5 79                  2,398                 2, 005               5,500                 
Proceeds  on disposal of capital assets 2                      1                       109                  2,924                 

(10 ,4 60 )            (6,064)               (20, 94 6)            (15,118)              
IN CREASE (DEC REASE) IN  CA SH AND  CA SH EQU IVALENTS

FOR THE PERIOD 1,0 39               13,554               (4, 28 3)              4,794                 
CASH A ND CA SH EQU IVALENTS,  BEGINN IN G OF  PERIOD 2,8 52               7,690                 8, 174               16,450               
CASH A ND CA SH EQU IVALENTS,  END  OF P ER IOD 3,8 91$              21,244$             3, 891$              21,244$             

  Interest  and dividends  received 2 86$                 330$                 945$                 1,054$               
  Interest  paid 3 ,1 31$              3,334$               7, 044$              5,647$               
  Income taxes paid 4 06$                 392$                 1, 133$              1,284$               

The acc ompanying notes are an integral part  of these interim consolidated financial statements.

SU PPLE MEN TAL DISCL OSURE O F CA SH  FLOW INFORMA TION

 



The Brick Group Income Fund 
Notes to the Interim Consolidated Financial Statements 
(thousands of Canadian dollars except unit and per unit amounts) 
(unaudited)           
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1. DESCRIPTION OF THE BUSINESS 

The Brick Group Income Fund (the “Fund”) is an unincorporated, open ended limited 
purpose trust created by the Declaration of Trust made as at May 25, 2004, as amended and 
restated, and governed by the laws of Alberta.  The Fund is authorized to issue an 
unlimited number of Class A and Class B trust units (the “Trust units.”)  The Fund was 
created to invest in the retail furniture, mattress, appliance and electronics industry initially 
through the indirect acquisition on July 20, 2004 of the limited partnership units of The 
Brick Warehouse LP together with its general partner and subsidiaries (the “Brick LP”).  
The Fund remained inactive until the acquisition on July 20, 2004.   

The business of the Fund includes the operations of The Brick Warehouse LP, United 
Furniture Warehouse LP, First Oceans Trading Corporation, Trans Global Warranty Corp., 
Trans Global Insurance Company and Trans Global Life Insurance Company whose 
principal business activities are retail sales of furniture, mattresses, appliances and 
electronics, and the marketing of warranty plans and retail credit insurance plans.   

2. RESTATEMENT OF PREVIOUSLY ISSUED INTERIM CONSOLIDATED 
FINANCIAL STATEMENTS 

In the course of preparing the Fund’s 2008 annual consolidated financial statements, the 
Fund determined that the future income tax expense and liability recognized in fiscal 2007 
as a result of the enactment of the SIFT tax was overstated by $10,580.  This error resulted 
from a miscalculation of the SIFT tax due to the omission of certain information regarding 
differences between the accounting values and tax bases of certain assets and liabilities 
held by the Fund. 
 
As a result of the correction of this error, there was no impact to the future income tax 
expense and net income on the consolidated statement of income and comprehensive 
income for the three and nine month periods ended September 30, 2008.  On the interim 
consolidated balance sheet as at September 30, 2008, the liability for future income taxes 
decreased by $10,580 and the deficit in unitholders’ equity decreased by $10,580.  On the 
interim consolidated statement of changes in unitholders’ equity for the three and nine 
month periods ended September 30, 2008, deficit decreased by $10,580.  There was no 
impact to the consolidated statement of cash flow or to basic and diluted net income per 
unit for the three and nine month periods ended September 30, 2008. 



The Brick Group Income Fund 
Notes to the Interim Consolidated Financial Statements 
(thousands of Canadian dollars except unit and per unit amounts) 
(unaudited)           
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3. BASIS OF PRESENTATION 

These unaudited interim consolidated financial statements (the “financial statements”) have 
been prepared in accordance with Canadian generally accepted accounting principles 
(“GAAP”), and include the accounts of the Fund and its wholly owned subsidiaries, 
including The Brick Trust, The Brick Warehouse LP, United Furniture Warehouse LP, 
First Oceans Trading Corporation, and Trans Global Warranty Corp. and its subsidiaries: 
Trans Global Life Insurance Company and Trans Global Insurance Company.  All 
intercompany transactions and balances have been appropriately eliminated.  These 
financial statements do not contain all disclosures required by GAAP for annual financial 
statements and, accordingly, the financial statements should be read in conjunction with the 
most recently prepared annual consolidated financial statements for the year ended 
December 31, 2007. 

These financial statements follow the same accounting policies and methods of application 
as the most recent annual consolidated financial statements for the year ended December 
31, 2007, except as described in Note 4. 



The Brick Group Income Fund 
Notes to the Interim Consolidated Financial Statements 
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4. CHANGES IN ACCOUNTING POLICIES 

Commencing January 1, 2008, the Fund adopted the following new Canadian Institute of 
Chartered Accountants (“CICA”) accounting standards:  

Section 3031 – Inventories 

In June 2007, the CICA issued Section 3031 - Inventories, which replaced existing Section 
3030 with the same title.  The new Section establishes that inventories should be measured 
at the lower of cost and net realizable value, and also provides guidance on the issues of 
cost determination and inventory related disclosures.  This new standard was adopted by 
the Fund for its fiscal year starting on January 1, 2008 (Note 5) and had no impact on its 
financial position or results of operations.   

Section 1535 – Capital Disclosures 

In December 2006, the Canadian Accounting Standards Board (“AcSB”) issued a new 
accounting standard on disclosures about capital, to converge with recent amendments to 
International Financial Reporting Standard IAS 1, Presentation of Financial Statements.  
Section 1535 requires an entity to disclose information about its objectives, policies and 
processes for managing capital, as well as its compliance with any externally imposed 
capital requirements.  Rather than providing a definition for capital, the Section requires 
entities to describe and provide quantitative data about what they manage as capital.  This 
new standard was adopted by the Fund for its fiscal year beginning on January 1, 2008 
(Note 16) and had no impact on its financial position or results of operations.   

 
Section 3862 – Financial Instruments - Disclosures 
Section 3863 – Financial Instruments - Presentation 

  
In December 2006, the AcSB issued a new accounting standard on disclosures about 
financial instruments.  Section 3862, Financial Instruments — Disclosures, improves upon 
the disclosure requirements in Section 3861, Financial Instruments — Disclosure and 
Presentation, and converges with International Financial Reporting Standard IFRS 7, 
Financial Instruments: Disclosures.   
 
Section 3862, like Section 3861, is based on the fundamental principle that entities should 
provide disclosures in their financial statements that enable users to evaluate the 
significance of financial instruments to the entity’s financial position and performance.   
Section 3862 places an increased emphasis on disclosures about the risks associated with 
both recognized and unrecognized financial instruments and how those risks are managed.  
Concurrent with the release of Section 3862, the AcSB also issued Section 3863, Financial 
Instruments — Presentation, which carries forward unchanged the presentation 
requirements of Section 3861.  Section 3863 provides a companion standard to Section 
3862 for entities subject to the latter.   
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CHANGES IN ACCOUNTING POLICIES (continued) 
 
These new standards were adopted by the Fund for its fiscal year beginning on January 1, 
2008 (Notes 6, 7, and 13) and had no impact on its financial position or results of 
operations.   

 
Pending Changes to Accounting Policy 
 
Section 3064 – Goodwill and Intangible Assets 

  
In February 2008, the CICA issued new Handbook Section 3064, Goodwill and Intangible 
Assets, replacing Handbook Section 3062, Goodwill and Other Intangible Assets.  The new 
section will be applicable to financial statements relating to fiscal years beginning on or 
after October 1, 2008.  Accordingly, the Fund will adopt the new standards for its fiscal 
year beginning January 1, 2009.  Standards concerning goodwill are unchanged from the 
standards included in the previous Handbook Section 3062.  The new section provides 
guidance for the treatment of preproduction and start-up costs and requires that these costs 
be expensed as incurred.  Accordingly, for its fiscal year beginning January 1, 2009, the 
Fund will adjust the opening balance of each affected component of equity for the earliest 
prior period presented, and the other comparative amounts disclosed for each prior period 
presented, as if the pre-opening costs had not been deferred.  As at September 30, 2008, the 
Fund had deferred pre-opening costs of $3,750 (December 31, 2007: $5,732).  These pre-
opening costs relate mainly to the expansion of the Fund’s operations into Quebec in 2004, 
and to the expansion of its distribution centre infrastructure in 2006.  
 
International Financial Reporting Standards 
  

In March 2007, the CICA announced that Canadian publicly accountable enterprises will 
adopt International Financial Reporting Standards (IFRS) as issued by the International 
Accounting Standards Board (IASB) effective January 1, 2011. IFRS will require increased 
financial statement disclosure. Although IFRS uses a conceptual framework similar to 
Canadian GAAP, differences in accounting policies will need to be addressed.  The Fund is 
currently assessing the impact IFRS will have on its financial statements, as well as its 
information technology systems, internal control over financial reporting, disclosure 
controls, investor relations, human resources, and other areas that could potentially be 
impacted.  The Fund plans to have identified the key elements and timing of its IFRS 
changeover plan by the end of the current fiscal year. 
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5. INVENTORY 

Inventory is valued at the lower of cost, determined using the first-in, first-out method, and 
net realizable value. 
 
The amount of inventory recognized as an expense during the three and nine month 
periods ended September 30, 2008 was $221,502 and $610,547 respectively (three and 
nine month periods ended September 30, 2007: $218,262 and $608,620 respectively).  This 
amount is presented within cost of sales on the interim consolidated statements of income. 
 
The entire carrying amount of inventory is pledged as security for the Fund’s liabilities 
relating to its credit facilities, (which include the Operating Credit Facility, the Acquisition 
Credit Facility and the Commercial Letter of Credit Facility) and its long-term debt, which 
ranks pari passu with the credit facilities. 

6. MARKETABLE SECURITIES   

 

 
Marketable Securities Amortized Fair Unrealized Amortized Fair Unrealized
  Carried at Amortized Cost  Cost Value (Loss) Gain Cost Value (Loss) Gain

Bonds 112$        112$        -$          115$         115$         -$           

Marketable Securities Fair Amortized Unrealized Fair Amortized Unrealized
  Carried at Fair Value Value  Cost (Loss) Gain Value  Cost (Loss) Gain

Preferred shares 18,557     19,850     (1,293)       19,884      20,262      (378)           
Trust units 551          623          (72)            612          623          (11)             
Common shares 2,035       2,409       (374)          2,798        2,748        50              
Exchange traded funds 570          778          (208)          716          778          (62)             

21,713     23,660     (1,947)       24,010      24,411      (401)           

21,825$   23,772$   (1,947)$     24,125$    24,526$    (401)$         

September 30, 2008 December 31, 2007

 
 
Included in other comprehensive income for the three month period ended September 30, 
2008, are unrealized gains of $270 and unrealized losses of $1,565 arising during the 
period, for a net unrealized loss of $1,295 (Unrealized gains and losses arising during the 
three month period ended September 30, 2007 were $330 and $437 respectively, for a net 
unrealized loss of $107).   
 
Included in other comprehensive income for the nine month period ended September 30, 
2008, are unrealized gains of $863 and unrealized losses of $2,602 arising during the 
period, for a net unrealized loss of $1,739 (Unrealized gains and losses arising during the 
nine month period ended September 30, 2007 were $1,250 and $1,342 respectively, for a 
net unrealized loss of $92).   
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MARETABLE SECURITIES (continued) 
 
Management routinely reviews the Fund’s portfolios to assess whether unrealized losses 
are other than temporary.  The majority of the unrealized losses relate to the preferred 
shares which become redeemable at face value on their respective redemption dates.  For 
the trust units and exchange traded funds, management routinely monitors and reviews the 
performance of, and outlook for, these securities with the Fund’s investment advisors.  The 
common share portfolio is managed according to a scoring model such that 
underperforming securities are routinely removed from the portfolio.  Accordingly, 
management has assessed these unrealized losses as not other than temporary, and has not 
reclassified these unrealized losses to net income. 

7. CAPITAL ASSETS 

 

Cost
Accumulated 
Amortization

Net Book 
Value Cost

Accumulated 
Amortization

Net Book 
Value

Land 11,954$    -$             11,954$    11,954$      -$             11,954$      
Buildings 29,669      6,179           23,490      29,160        5,030            24,130        
Automotive equipment 408           273              135           385            324               61              
Equipment 62,729      24,135         38,594      52,466        20,520          31,946        
Software and development costs 8,166        5,896           2,270        8,165          4,831            3,334          
Leasehold improvements 100,715    38,482         62,233      89,904        28,563          61,341        

213,641$  74,965$       138,676$  192,034$    59,268$         132,766$    

September 30, 2008 December 31, 2007

 

Amortization of capital assets for the three and nine month periods ended September 30, 
2008 was $5,273 and $15,954 respectively (three and nine month periods ended September 
30, 2007: $4,742 and $14,347  respectively). 
 
Included in capital assets is construction in progress of $6,215 not subject to amortization 
at September 30, 2008 (December 31, 2007: $3,513).   
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8. INTANGIBLE ASSETS AND DEFERRED CHARGES 

 
Cost

Accumulated 
Amortization

Net Book 
Value Cost

Accumulated 
Amortization

Net Book 
Value

Finite Life:
Information systems 15,158$    9,714$         5,444$      15,158$      7,977$          7,181$        
Leasehold interests 8,414        5,428           2,986        8,414          4,791            3,623          
Pre-opening costs 12,149      8,399           3,750        12,149        6,417            5,732          
Non-c ompetitive agreements 5,164        4,440           724           5,164          3,690            1,474          
Customer relationships 5,100        5,077           23             5,100          5,042            58              
Retail financing fees 1,500        200              1,300        1,500          88                1,412          

Indefinite life:
Brand 140,551    -               140,551    140,551      -               140,551      

188,036$  33,258$       154,778$  188,036$    28,005$         160,031$    

September 30, 2008 December 31, 2007

 

Amortization of intangible assets and deferred charges for the three month and nine month 
periods ended September 30, 2008 was $1,731 and $5,253 respectively including $38 and 
$113 that is amortization of retail financing fees included in cost of sales in the interim 
consolidated statements of income (three month and nine month periods ended September 
30, 2007: $1,850 and $5,582 respectively including $50 that is amortization of retail 
financing fees).  

9. LONG-TERM DEBT 

On March 14, 2007, the Term Credit Facility was refinanced on a long-term basis through 
the private placement of senior secured notes with an aggregate principal amount of 
$83,000.  These notes, issued to six institutional investors, bear interest at a fixed annual 
rate of 6.431%.  Interest only payments are required on September 14th and March 14th of 
each year until maturity on March 14, 2014, at which time the notes are repayable in full.  
The effective interest rate is 6.979% and includes interest payments together with hedge 
(Note 13) and transaction costs.  The proceeds were used to repay the $70,000 Term Credit 
Facility, the two remaining outstanding mortgages, and to fund general operations.  
 

 September 
30 , 200 8

December 31, 
20 07

Sen io r secured notes , ne t of u namortized transaction  costs of $921 
(Decemb er 31, 2007: $1,045), with an ag gregate prin cipal amoun t of 
$83,000. 8 2,079$         81,955$           
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LONG-TERM DEBT (continued) 
 
The senior secured notes are secured by substantially all of the Fund’s assets, and rank pari 
passu with the Fund’s credit facilities which include the Operating Credit Facility, the 
Acquisition Credit Facility, and the Commercial Letter of Credit Facility.  The operating 
credit facilities are secured by a first fixed and floating charge on the assets of the Fund.   

10. DISTRIBUTIONS DECLARED 

Distributions are declared each month to the Class A and Class B Unitholders of record on 
the last business day of each month.  Prior to April 2008, distributions were declared 
quarterly to the Class B Unitholders of record on the last business day of each fiscal 
quarter.   

Effective March 18, 2008, the subordination provisions in respect of the Class B units were 
terminated.  Accordingly, beginning with April 2008, the Class B units are now entitled to 
receive distributions prorata with the Class A units on a monthly basis (Note 14). 

The determination to declare and make payable distributions from the Fund is, subject to 
the terms of the Fund’s Declaration of Trust, at the discretion of the Board of Trustees of 
the Fund and, until declared payable by the Board of Trustees of the Fund, the Fund has no 
contractual requirement to pay cash distributions to unitholders of the Fund. 
 
Distributions declared during the nine month period ended September 30, 2008, are as 
follows:  
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DISTRIBUTIONS DECLARED (continued) 
 

 

Pe rio d Re cord Date Payme nt Date Pe r Unit Amo unt

Clas s A units
January 2008 January 31, 2008 February 15, 2008 0.1000$ 4,292$       
February 2008 February 29, 2008 March 17, 2008 0.1000   4,292         
March 2008 March 31, 2008 April 15, 2008 0.1000   4,292         
April 2008 April 30, 2008 May 15, 2008 0.1000   4,292         
May 2008 May 30, 2008 June 16, 2008 0.1000   4,292         
June 2008 June 30, 2008 July 15, 2008 0.1000   4,292         
July 2008 July 31, 2008 August 15, 2008 0.1000   4,292         
August 2008 August 29, 2008 Septem ber 15, 2008 0.1000   4,292         
September 2008 Septem ber 30, 2008 October 15, 2008 0.1000   4,292         

38,628       
Clas s B  units
January 1 - March 31, 2008 March 31, 2008 April 15, 2008 0.3000   3,375         
April 2008 April 30, 2008 May 15, 2008 0.1000   1,125         
May 2008 May 30, 2008 June 16, 2008 0.1000   1,125         
June 2008 June 30, 2008 July 15, 2008 0.1000   1,125         
July 2008 July 31, 2008 August 15, 2008 0.1000   1,125         
August 2008 August 29, 2008 Septem ber 15, 2008 0.1000   1,125         
September 2008 Septem ber 30, 2008 October 15, 2008 0.1000   1,125         

10,125       

48,753$      

Declared cash distributions of $5,417 are included in accounts payable and accrued 
liabilities at September 30, 2008 (December 31, 2007: $7,668). 
 
During the nine month period ended September 30, 2008, the Fund paid cash distributions 
to unit holders of $51,004 (Nine month period ended September 30, 2007: $48,753). 
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11. RELATED PARTY TRANSACTIONS 

Included in selling, general and administrative expenses is rent expense of $257 and $718 
for the three and nine month periods ended September 30, 2008 respectively, paid to a joint 
venture partially owned by an officer of the Fund (three and nine months ended September 
30, 2007: $212 and $637 respectively).  These transactions are in the normal course of 
operations, and are measured based on commercial rates established and agreed to by the 
related parties. 
 
Included in accounts receivable at September 30, 2008 is $450 (December 31, 2007: $400) 
for loans made to employees.  These loans relate to employee relocation. 
 
In May 2008, certain employees of the Fund became owners of a Brick franchise.  During 
the three month and nine month periods ended September 30, 2008, the Fund sold 
inventory of $779 and $1,241 respectively to this franchise. 
 
During the quarter, the Fund entered into franchise agreements for six Brick stores with a 
director serving on the boards of Trans Global Insurance Company, and Trans Global Life 
Insurance Company.  During the three month period ended September 30, 2008, no 
significant transactions were recorded with respect to these franchise agreements.  

12. CHANGES IN NON-CASH OPERATING WORKING CAPITAL ITEMS 

September 30, 
2008 

September 30, 
2007 

September 30, 
2008 

 September 30, 
2007 

(3 months) (3 months) (9 months) (9 months)
Cash (used in) provided by

Accounts receivable (9,945)$            (12,285)$          (5,728)$            (1,616)$            
Inventory 6,027                9,498                35,985              22,046              
Prepaid expenses and deposits 596                   (307)                 (706)                 (791)                 
Accounts payable and accrued liabilities 26,851              14,753              6,871                19,812              
Corporate income taxes payable -                   267                   (81)                   (242)                 
Customers' deposits (726)                 7,263                (7,342)              (19,627)            
Unpaid claims reserve (80)                   (211)                 267                   (265)                 
Deferred service revenue (16)                   111                   (168)                 14                     

              22,707              19,089               29,098               19,331 
Accounts payable and accrued liabilities 
related to distributions -                   -                   2,251                -                   
Accounts payable and accrued liabilities 
related to capital assets (202)                 (1,782)              (451)                 1,451                

 $           22,505  $           17,307  $           30,898  $           20,782  



The Brick Group Income Fund 
Notes to the Interim Consolidated Financial Statements 
(thousands of Canadian dollars except unit and per unit amounts) 
(unaudited)           
 

 15

13. FINANCIAL INSTRUMENTS 

Classification and Fair Value of Financial Instruments 
 

As at September 30, 2008, the classification of the Fund’s financial instruments, as well as 
their carrying amounts and fair values, are shown in the table below. 

Held for 
Trading

Available 
for Sale

Held to 
Maturity

Loans and 
Receivables

Other
Financial 
Liabilities Total

September 30, 2008 (fair value) (fair value)
(amortized 

cost)
(amortized 

cost)
(amortized

cost)
Carrying 
Amount Fair Value

Financial Assets
Cash and cash equivalents 3,891$         -$             -$             -$             -$             3,891$         3,891$         
Accounts receivable -               -               -               78,485         -               78,485         78,485         
Marketable securities -               21,713         112              -               -               21,825         21,825         

Financial Liabilities
Bank indebtedness -$             -$             -$             -$             4,357$         4,357$         4,357$         
Accounts payable and
    accrued liabilities -               -               -               -               230,913       230,913       230,913       
Long-term debt -               -               -               -               82,079         82,079         73,564         

Held for 
Trading

Available 
for Sale

Held to 
Maturity

Loans and 
Receivables

Other
Financial 
Liabilities Total

December 31, 2007 (fair value) (fair value)
(amortized 

cost)
(amortized 

cost)
(amortized

cost)
Carrying 
Amount Fair Value

Financial Assets
Cash and cash equivalents 8,174$         -$             -$             -$             -$             8,174$         8,174$         
Accounts receivable -               -               -               72,757         -               72,757         72,757         
Marketable securities -               24,010         115              -               -               24,125         24,125         

Financial Liabilities
Bank indebtedness -$             -$             -$             -$             14,559$       14,559$       14,559$       
Accounts payable and
    accrued liabilities -               -               -               -               224,042       224,042       224,042       
Corporate income taxes payable -               -               -               -               81                81                81                
Long-term debt -               -               -               -               81,955         81,955         80,121          

 
For the Fund, fair value is equal to carrying value for all its financial instruments other than 
long-term debt. 
 
The fair value of the senior secured notes which comprise long-term debt has been 
determined using present value techniques commonly used to price such securities, and 
reflects the yield on a Government of Canada benchmark bond with a similar maturity, plus 
a credit spread.  The credit spread is based on debt with similar risk and other 
characteristics.   
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FINANCIAL INSTRUMENTS (continued) 
 
The yield used to value the long-term debt at September 30, 2008 was based on a 
benchmark yield of 3.12% plus a credit spread of 6.00% for an all-in yield of 9.12% 
(December 31, 2007: benchmark yield of 3.88% plus a credit spread of 3.25% for an all-in 
yield of 7.13%). 
 
For the long-term debt, fair value is calculated based on its aggregate principal amount of 
$83,000.  This amount differs from the carrying value of $82,079 which is net of 
unamortized transaction costs at September 30, 2008 of $921 (December 31, 2007: 
$1,045).  The amortization of these transaction costs, using the effective interest method 
over the term to maturity, is included in interest on long-term debt in the interim 
consolidated statements of income.  The calculation of fair value does not include 
consideration of amounts potentially payable if the senior secured notes are redeemed prior 
to maturity.   

 
Risk Management 

 
The Fund is exposed to various risks associated with its financial instruments.  These risks 
are categorized as credit risk, liquidity risk, and market risk.  The significant risks for the 
Fund’s financial instruments are discussed below. 

(a) Credit risk 
 

Credit risk is the risk that one party to a financial instrument will cause a financial 
loss for the other party by failing to discharge an obligation.   
 
Generally, the carrying amount on the consolidated balance sheet of the Fund's 
financial assets exposed to credit risk represent the Fund’s maximum exposure to 
credit risk.  No additional credit risk disclosure is provided, unless the maximum 
potential loss exposed to credit risk for certain financial assets differs 
significantly from their carrying amount. The Fund’s main credit risk exposure is 
from its accounts receivable.  For the Fund, accounts receivable are comprised 
mainly of amounts related to its commercial sales division, to its franchise 
operations, and to vendor rebate programs.   
 
For our commercial accounts receivable, credit risk is mitigated through customer 
agreements specifying payment terms and credit limits.  For our franchise 
accounts receivable, personal guarantees are obtained.  Credit risk is also limited 
due to the large number of customers and their dispersion across geographic 
areas, and market sectors i.e.) retail, commercial, and franchise.  Accordingly, the 
Fund believes it has no significant concentrations of credit risk related to its 
accounts receivable.  In addition, accounts receivable are managed and analyzed 
on an ongoing basis, which means the Fund's exposure to bad debts is not 
significant. 
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FINANCIAL INSTRUMENTS (continued) 
 
During the three and nine months ended September 30, 2008, the Fund recorded 
an expense for bad debts of $310 and $1,076 respectively (three and nine months 
ended September 30, 2007: $625 and $1,426 respectively).   
 
At September 30, 2008, there are no financial assets that the Fund deems to be 
impaired or that are past due according to their terms and conditions. 
 
The majority of the Fund’s retail sales are funded through cash, traditional credit 
cards and private label credit cards carried on a non-recourse basis by third 
parties.  Accordingly, fluctuations in the availability and cost of credit may have 
an impact on the Funds retail sales.  

(b) Liquidity risk 
 

Liquidity risk is the risk that an entity will encounter difficulty in meeting 
obligations associated with financial liabilities.  The purpose of liquidity risk 
management is to maintain sufficient amounts of cash and cash equivalents, and 
authorized credit facilities, to fulfill obligations associated with financial 
liabilities.  To manage liquidity risk, the Fund prepares budgets and cash 
forecasts, and monitors its performance against these.  Management also monitors 
cash and working capital efficiency given current sales levels and seasonal 
variability. The financial services segment contributes a steady cash flow and 
provides a balance to the seasonal nature of the retail segment operations.   
 
The Fund’s accounts payable and accrued liabilities are all current and due within 
75 days of the balance sheet date.  The Fund’s long-term debt is due March 14, 
2014.   
 
The Fund’s credit facilities, the Operating Credit Facility and the Acquisition 
Credit Facility, provide the Fund with $100,000 of available operating credit.  On 
April 22, 2008, the Fund renewed its $100 million credit facilities (the Operating 
Credit Facility, Acquisition Credit Facility, and the Commercial Letter of Credit 
Facility) with its existing syndicate of lenders for a three-year term.  The terms of 
the credit facilities remain substantially unchanged.  To better align the credit 
facilities with the needs of the Fund, the Operating Credit Facility was increased 
to $60,000 (previously $50,000), and the Acquisition Credit Facility was reduced 
to $40,000 (previously $50,000).  The new credit agreement also provides for an 
additional $25,000 in financing, subject to certain conditions being met.  The 
$5,000 Commercial Letter of Credit Facility was also renewed for a three-year 
term.  
 



The Brick Group Income Fund 
Notes to the Interim Consolidated Financial Statements 
(thousands of Canadian dollars except unit and per unit amounts) 
(unaudited)           
 

 18

FINANCIAL INSTRUMENTS (continued) 
 
At September 30, 2008, $6,876 (December 31, 2007: $14,637) was drawn under 
the $60,000 Operating Credit Facility and no amount (December 31, 2007: NIL) 
was drawn under the $40,000 Acquisition Credit Facility.  The Fund also has a 
separate Commercial Letter of Credit Facility of $5,000 of which no amount was 
drawn at September 30, 2008 (December 31, 2007: NIL).  At September 30, 2008, 
the Fund’s credit facilities were fully margined and available. 
 
The Operating Credit Facility is available to fund unit holder distributions, 
seasonal fluctuations in working capital requirements, debt service requirements, 
and to fund growth capital expenditures.  The Acquisition Credit Facility is 
available to fund acquisition requirements and may also be used to fund growth 
capital expenditures. 

(c) Market risk 
 

Market risk is the risk that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in market prices. Market risk 
comprises three types of risk: interest rate risk, currency risk, and other price risk. 
 
Interest rate risk 

 
Interest rate risk is the risk that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in market interest rates. 
 
The Fund is exposed to cash flow risk on the floating-rate credit facilities, and to 
fair value risk on the long-term debt, due to fluctuations in interest rates. 
 
As well, the Fund’s revenues depend, in part, on supplying financing alternatives 
to its customers through third party credit providers.  The terms of these financing 
alternatives are affected by changes in interest rates.  Therefore, interest rate 
fluctuations may impact the Fund’s financing costs for retail sales financed using 
these alternatives, and may also impact the Fund’s revenues where customers’ 
buying decisions are impacted by their ability or desire to use these financing 
alternatives.   
  
Hedge accounting 
 
During the first quarter of 2007, in conjunction with an anticipated transaction 
which was the private placement of senior secured notes with an aggregate 
principal amount of $83,000 (Note 9), the Fund entered into a bond forward 
contract to hedge its exposure to changes in the market interest rate.   
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FINANCIAL INSTRUMENTS (continued) 
 
This hedge has been accounted for as a cash flow hedge.  The loss resulting upon 
settlement of the bond forward contract has been recorded in other comprehensive 
income and will be reclassified to net income over the life of the senior secured 
notes and included in interest expense on long-term debt.  The senior secured 
notes mature on March 14, 2014.  
 
Should the senior secured notes be repaid prior to maturity, the balance of the 
bond forward settlement amount remaining in accumulated other comprehensive 
income will be reclassified to net income and included in interest expense on 
long-term debt.   
 
For the three months ended September 30, 2008, other comprehensive income 
arising from this cash flow hedge was $28 comprised of a reclassification to net 
income of $28 (Three months ended September 30, 2007: $27 comprised of a 
reclassification to net income of $27).  For the nine months ended September 30, 
2008, other comprehensive income arising from this cash flow hedge was $84 
comprised of reclassification to net income of $84 (Nine months ended September 
30, 2007: other comprehensive loss of $720 comprised of the initial loss on the 
hedge of $780, and a reclassification to net income of $60).  No amount was 
reclassified to net income due to hedge ineffectiveness. The reclassification from 
accumulated other comprehensive loss to net income over the next twelve months 
as a result of this cash flow hedge will be approximately $111. 
 
Sensitivity of bank indebtedness to interest rates 
 
Net income is sensitive to the impact of a change in interest rates on the average 
balance of bank indebtedness during a period.  For the three month and nine 
month periods ended September 30, 2008, the Fund’s average bank indebtedness 
was $30,742 and $31,618 respectively.  Accordingly, a difference during the 
period of one percentage point in the applicable interest rate would have impacted 
consolidated net income for the three month and nine month periods by $77 and 
$236 respectively.   
 
Currency risk 

 
The Fund is exposed to foreign currency fluctuations to the extent that 
approximately 18 to 22% of inventory purchases are made in U.S. dollar prices.  
This risk is offset to the extent that foreign currency costs are included in product 
costs when setting retail prices.  Accordingly, the Fund does not believe it has 
significant foreign currency risk with respect to its inventory purchases made in 
U.S. dollar prices.   
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FINANCIAL INSTRUMENTS (continued) 
 
The Fund enters into forward foreign exchange contracts in U.S. dollars. These 
forward contracts are used to minimize a portion of the risk associated with future 
purchases of foreign currency denominated goods and services with an emphasis 
on those purchases that are expected to be completed the following month. These 
derivative contracts, not accounted for as hedges, are marked to market, and any 
changes in the market value are recorded in income or expense when the changes 
occur.  The fair values of these instruments are recorded in accounts payable and 
accrued liabilities or accounts receivable. 

 
As at September 30, 2008 and December 31, 2007, no foreign exchange contracts 
were outstanding.  
 
The Fund is also exposed to foreign currency fluctuations to the extent it has 
invested in marketable securities denominated in a foreign currency.  Certain 
exchange traded funds (“ETFs”) held in the Fund’s portfolio of marketable 
securities are denominated in U.S. dollars and therefore have exposure to 
currency fluctuations.  The carrying amount of ETFs denominated in U.S. dollars 
at September 30, 2008 was $305 (December 31, 2007: $368). 
 
Other price risk 

 
The Fund is exposed to fluctuations in the market prices of its marketable 
securities that are classified as available for sale.  Changes in the fair value of 
marketable securities classified as available for sale are recorded, net of income 
taxes, in other comprehensive income.  This risk is managed by the Fund’s 
investment policies.    
 
Preferred shares 
The fair value of the Fund’s portfolio of preferred shares is exposed to 
fluctuations in market prices and also to changes in interest rates.  Generally, 
because the preferred shares held by the Fund pay a fixed dividend, the market 
price of these shares varies inversely with changes in market interest rates.  
Market prices for preferred shares with call dates further in the future will 
generally be more sensitive to interest rate changes.  The preferred shares’ next 
call dates are as follows: 
 

 1 - 3 Ye ars 4 - 6 Years > 6 Years Total

Amortized cos t 16,620$     3,185$       45$            19,850$     
Unamortized discount (premium) 223          (78)           1               146           

Redemption amount 16,843$      3,107$        46$            19,996$      
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FINANCIAL INSTRUMENTS (continued) 
 
Common shares 
Historically, the beta of the Fund’s portfolio of common shares has been close to 
1.0.  Beta is a commonly used measure of the volatility of a portfolio in relation to 
the rest of the financial market.  Accordingly, changes in the fair value of the 
Fund’s common share portfolio could reasonably be expected to track closely 
changes in the Toronto Stock Exchange (“TSX”) S&P TSE 60 Total Return 
Index, such that a 5% change in this index is likely to result in a 5% change in the 
fair value of this portfolio.  The beta of our common stock portfolio at September 
30, 2008 was 1.02. 
 
Trust units and exchange traded funds 
The fair value of the Fund’s portfolio of trust units and ETFs is exposed to 
fluctuations in market prices for these securities and can reasonably be expected 
to follow the fluctuations of general level of market prices for similar securities.   
 
The Fund’s investments in marketable securities are disclosed in Note 6. 

14. TRUST UNITS 

The subordination arrangements relating to the Class B Trust Units were entitled to be 
terminated effective December 31, 2007 if the Fund earned adjusted EBITDA for fiscal 
2007 of at least $82.848 million, and paid average monthly distributions of at least $0.10 
per Class A Trust Unit and Class B Trust Unit for fiscal 2007.  For the year ended 
December 31, 2007, the Fund met these requirements. 
 
Accordingly, effective upon the Board of Trustees’ approval of the Fund’s 2007 annual 
audited financial statements, the subordination in respect of the Class B Trust Units was 
terminated.  As a result, beginning with the month of April 2008, cash available to make 
distributions is now paid monthly to the holders of Class A Trust Units and holders of 
Class B Trust Units pro rata.  The Class B Trust Units have become exchangeable for Class 
A Trust Units of the Fund on a one-for-one basis at the option of the holder.  As of 
September 30, 2008, none of the Class B Trust Units have been exchanged for Class A 
Trust Units. 
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15. SEGMENTED INFORMATION 

The Fund’s reportable segments are strategic business units that offer different products 
and services.  The Fund has two operating segments:  Retail and Financial Services.   
 
The Fund operates retail stores concentrating on the sales of furniture, mattresses, 
appliances and electronics.  Retail customers are offered credit though the Brick Card 
which is funded and billed by unrelated external service providers.   
 
Financial Services are primarily engaged in providing extended warranty services on 
products sold to customers of The Brick and credit insurance on balances that arise from 
customers’ use of their Brick Card.  Credit balances are insured against the cardholder’s 
loss of life, property or source of income, thereby providing protection to many customers 
who do not carry other similar insurance policies.  The Financial Services segment also 
offers property and credit insurance products to third parties.   
 
The reportable segments reflect the basis on which management measures performance and 
makes decisions regarding the allocation of resources.   
 
The accounting policies of the segments are the same as those described in the most 
recently prepared annual consolidated financial statements for the year ended December 
31, 2007.  All inter-company transactions and balances, including inter-company revenues 
of $3,531 and $10,138 for the three and nine month periods ended September 30, 2008, 
($2,333 and $6,841 for the three and nine month periods ended September 30, 2007) have 
been appropriately eliminated. 
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 SEGMENTED INFORMATION (continued) 
 

Retail Financial 
Services

Total Retail Financial 
Services

Total

Sales and operating revenue 365,008$        15,753$       380,761$        362,590$        12,513$       375,103$       
Net income 4,776              7,666           12,442            10,002            7,143           17,145           
Interest expense 2,357              -               2,357              2,260              -               2,260             
Interest income 85                   20                105                 -                  34                34                  
Amortization of capital assets 5,272              1                  5,273              4,741              1                  4,742             
Income tax recovery (expense) -                  1,157           1,157              (166)                (21)               (187)               
Goodwill 305,349$        -$             305,349$        305,349$        -$             305,349$       
Total assets 880,952$        52,014$       932,966$        876,075$        57,829$       933,904$       
Capital expenditures 10,920$          4$                10,924$          8,474$            1$                8,475$           

Retail Financial 
Services

Total Retail Financial 
Services

Total

Sales and operating revenue 1,016,787$     45,120$       1,061,907$     1,002,812$     35,632$       1,038,444$    
Net income (loss) 27                   22,865         22,892$          (28,605)           20,784         (7,821)            
Interest expense 7,048              -               7,048              6,778              -               6,778             
Interest income 163                 115              278                 41                   104              145                
Amortization of capital assets 15,951            3                  15,954            14,345            2                  14,347           
Income tax recovery (expense) -                  1,419           1,419              (34,761)           837              (33,924)          
Goodwill 305,349$        -$             305,349$        305,349$        -$             305,349$       
Total assets 880,952$        52,014$       932,966$        876,075$        57,829$       933,904$       
Capital expenditures 21,913$          12$              21,925$          15,795$          7$                15,802$         

September 30, 2008 September 30, 2007
(3 months) (3 months)

September 30, 2008 September 30, 2007
(9 months) (9 months)
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16. CAPITAL  

The Fund's objectives when managing capital are: 
 
• to safeguard the entity's ability to continue as a going concern, so that it can continue to 

provide distributions to its unitholders and benefits for other stakeholders;  

• to maximize returns from capital investments so as to maintain or grow the Fund’s 
capacity to make distributions;  

• to ensure compliance with all covenants; and,  

• to maintain a capital structure that supports keeping capital costs to a minimum.   

For the Fund, capital includes unitholders’ equity, long-term debt, and bank indebtedness 
offset by cash and cash equivalents.   
 
The Fund meets its objective for managing capital through regular monthly meetings of the 
Distribution Committee to review distributions in light of actual and forecast results.  The 
Fund also meets its objectives for managing capital through both the strategic long-term 
planning, and annual budgeting processes, and the related capital allocation and capital 
spend post audit processes, to ensure returns from capital investments are adequate to 
either maintain, or grow, the Fund’s capacity to make distributions. 
 
The Fund manages the capital structure and may make adjustments to it in the light of 
changes in economic conditions and the risk characteristics of the underlying assets.  In 
order to maintain or adjust the capital structure, the Fund may adjust the amount of 
distributions paid to unitholders, return capital to unitholders, issue new units, and increase 
or reduce debt. 
 
The Fund in its current form is expected to qualify as a SIFT and certain income of, and 
distributions by, the Fund will become taxable beginning in 2011.  This may result in 
future changes to the capital structure, or the legal form, of the Fund.   
 
Although the Fund is not subject to any externally imposed capital requirements, other than 
with respect to its insurance subsidiaries, it is required to comply with covenants related to 
its credit facilities and long-term debt.  These covenants require the Fund to maintain 
certain ratios of debt to earnings before interest, taxes, depreciation, and amortization 
(EBITDA) and fixed charge coverage ratios, and also place restrictions on the Fund with 
respect to investments.  As at September 30, 2008, the Fund is in compliance with all of its 
financial covenants.   
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CAPITAL (continued) 
 
The Fund holds a portfolio of marketable securities with a fair value at September 30, 2008 
of $21,825 (December 31, 2007: $24,125).  These marketable securities are held in part to 
satisfy regulatory requirements for minimum capital of $11,000 applicable to the Fund’s 
insurance company subsidiaries as discussed below.  The excess of marketable securities 
over this amount is not restricted by regulatory requirements. 
 
Restriction on the Distribution of Capital from Trans Global Insurance Company and 
Trans Global Life Insurance Company  
 

Regulatory requirements stipulate that Trans Global Insurance Company and Trans Global 
Life Insurance Company must maintain assets equal to their share capital and contributed 
surplus which totals $11,000 for the two companies. Trans Global Insurance Company and 
Trans Global Life Insurance Company had cash and marketable securities in excess of 
$11,000 at September 30, 2008 and at December 31, 2007. 

17. SEASONAL NATURE OF THE BUSINESS 

The Fund’s results for any quarter are not necessarily indicative of the results that may be 
expected for the full year due to seasonal variations in sales levels.  The Fund’s 
subsidiaries historically experience a higher level of sales during the third and fourth 
quarters, while the first and second quarters experience lower sales levels due to seasonal 
shopping patterns.  Occupancy-related expenses, certain general and administrative 
expenses, depreciation and amortization, and interest expense remain relatively steady 
throughout the year. 
 


