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Notice 

Mosaic Capital's auditors, Deloitte Touche LLP, have not reviewed the condensed interim consolidated financial 
statements. 
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Mosaic Capital Corporation 
Condensed Interim Consolidated Balance Sheets 

(shown in thousands of Canadian dollars) 
unaudited 

 

September 30, December 31, January 1,
N o tes 2011 2010 2010

Assets

Current assets

Cash and cash equivalents 7 17,399$             10,395$             9,154$               

Restricted cash 7 130                    121                    -                     

Accounts receivable 5(b) & 8 5,052                 4,386                 4,479                 

Inventory 9 1,070                 553                    256                    

Deposits and prepaid expenses 505                    85                      42                      

Loan receivable 10 305                    -                     -                     

Income taxes recoverable -                     -                     263                    

Total current assets 24,461               15,540               14,194               

Non-current assets

Property held for development 11 931                    -                     -                     

Income producing properties 12 24,445               -                     -                     

Property, plant and equipment 13 4,522                 4,496                 4,668                 

Employee share purchase plan 14 392                    -                     -                     

Goodw ill and other intangible assets 15 17,786               18,426               19,092               

Total non-current assets 48,076               22,922               23,760               

Total assets 72,537$             38,462$             37,954$             

Liabilities

Current liabilities

Accounts payable and accrued liabilities 5(c) 2,015$               1,456$               2,163$               

Dividends payable 5(c) 424                    1,393                 1,073                 

Due to related parties 29 -                     -                     111                    

Current portion of mortgages payable 17 295                    -                     -                     

Current portion of notes payable 16 313                    294                    371                    

Total current liabilities 3,047                 3,143                 3,718                 

Non-current liabilities

Mortgages payable 17 6,522                 -                     -                     

Notes payable 16 328                    293                    172                    

Security deposits 118                    -                     -                     

Total non-current liabilities 6,968                 293                    172                    

Total Liabilities 10,015               3,436                 3,890                 

Shareholder/Unitholders' Equity

Preferred securities 18 45,019               -                     -                     

Series "A" shares 18 135                    -                     -                     

Common shares 18 16,943               -                     -                     

Preferred trust units 18 -                     32,338               30,728               

Contributed surplus 18 -                     26                      -                     

Common trust units 18 -                     16                      16                      

Non-controlling interest 23 4,488                 4,674                 4,747                 

Deficit (4,063)                (2,028)                (1,427)                

Total equity attributable to equity holders 62,522               35,026               34,064               

Total liabilities and shareholder/unitholders' equity 72,537$             38,462$             37,954$             

  
-Commitments (note 30)      -Subsequent events (note 31)   

 
See accompanying notes to the condensed interim consolidated financial statements. 

 
These condensed interim consolidated financial statements were approved by the board of directors on November 29, 2011 
 
(signed)  "Harold Kunik", Director   (signed) "John Mackay", Director   
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Mosaic Capital Corporation 

Condensed Interim Consolidated Statements of Income and Comprehensive Income 

(shown in thousands of Canadian dollars) 

unaudited 

 

 
 

N o tes 2011 2010 2011 2010

Revenue 6,768$      6,118$      16,544$    14,527$    

Operating expenses 25 5,042        3,627        12,576      9,479        

Income from Operations 1,726        2,491        3,968        5,048        

Amortization of buildings 12 92             -           154           -           

Amortization of tangible assets 13 181           192           511           525           

Amortization of intangible assets 15 242           225           706           676           

Loss on sale of equipment 40             3               49             8               

555           420           1,420        1,209        

Income before f inance 1,171        2,071        2,548        3,839        

Finance income 26 3               (18)           15             6               

Finance expense 26 87             11             171           22             

(84)           (29)           (156)         (16)           

Income before other items 1,087        2,042        2,392        3,823        

Other Income and Expenses

Reorganization costs 6 32             -           552           -           

Income from continuing operations 1,055        2,042        1,840        3,823        

Loss from discontinued operations (2)             -           (11)           -           

Income before tax 1,053        2,042        1,829        3,823        

Income tax expense

Current 27 -           13             -           -           

Deferred 27 -           -           -           -           

Income and comprehensive income 1,053$      2,029$      1,829$      3,823$      

Income and comprehensive income attributable to:

Shareholders'/Unit holders' 735$         1,667$      1,258$      3,182$      

Non-controlling interest 23 318           362           571           641           

1,053$      2,029$      1,829$      3,823$      

Earnings per share calculations (see note 19) (see note 19) (see note 19) (see note 19)

Weighted average number of common shares outstanding 8,137,848 5,066,048 5,346,304 5,060,486 

Three Months Ended

September 30,

Nine Months Ended

September 30,

 
 

 

 

 

 

See accompanying notes to the condensed interim consolidated financial statements. 
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Mosaic Capital Corporation 

Condensed Interim Consolidated Statements of Changes in Shareholders' Equity 
(shown in thousands of Canadian dollars) 

unaudited 
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Balance as at January 1, 2010 -        -$       -        -$       -        -$       2,802     16$        3,349     30,728$  -        30,744$  (1,427)$  4,747$   34,064$   

Issue of preferred trust units 18 -        -        -        -        -        -        -        -        141        1,408     1,408     -        -        1,408      

Redemption of preferred Units 18 -        -        -        -        -        -        -        -        (13)        (137)       (137)       -        -        (137)        

Unit issue costs -        -        -        -        -        -        -        -        -        (14)        (14)        -        -        (14)          

Change in non-controlling interest 23 -        -        -        -        -        -        -        -        -        -        -        -        (250)       (250)        

Distributions paid to unit holders 18 -        -        -        -        -        -        -        -        -        -        -        (2,564)    -        (2,564)     

Income for the y ear -        -        -        -        -        -        -        -        -        -        -        3,182     -        3,182      

Balance at September 30, 2010 -        -        -        -        -        -        2,802     16         3,477     31,985   -        32,001   (809)       4,497     35,689     

Issue of preferred trust units 18 -        -        -        -        -        -        -        -        50         472        472        -        -        472         

Redemption of preferred units 18 -        -        -        -        -        -        -        -        (13)        (123)       26         (97)        -        -        (97)          

Unit issuance costs -        -        -        -        -        -        -        -        -        4           4           -        -        4            

Change in non-controlling interest 23 -        -        -        -        -        -        -        -        -        -        -        -        177        177         

Distributions paid to unit holders 18 -        -        -        -        -        -        -        -        -        -        -        (1,976)    -        (1,976)     

Income for the y ear -        -        -        -        -        -        -        -        -        -        -        757        -        757         

Balance at December 31, 2010 -        -        -        -        -        -        2,802     16         3,514     32,338   26         32,380   (2,028)    4,674     35,026     

Issue of common trust units/shares 18 -        -        21         135        8,138     16,943   (2,802)    (16)        (3,514)    (32,338)  (26)        (15,302)  -        -        (15,302)    

Issue of preferred trust units/securities 18 5,089     45,201   -        -        -        -        -        -        -        -        -        45,201   -        -        45,201     

Redemption of preferred securities 18 (22)        (182)       -        -        -        -        -        -        -        -        -        (182)       -        -        (182)        

Change in non-controlling interest 23 -        -        -        -        -        -        -        -        -        -        -        -        10         (186)       (176)        

Distributions paid to unit holders 18 -        -        -        -        -        -        -        -        -        -        -        -        (1,181)    -        (1,181)     

Div idends paid on preferred securites 18 -        -        -        -        -        -        -        -        -        -        -        -        (2,115)    -        (2,115)     

Div idends paid on series "A" shares 18 -        -        -        -        -        -        -        -        -        -        -        -        (7)          -        (7)           

Income for the y ear -        -        -        -        -        -        -        -        -        -        -        -        1,258     -        1,258      

Balance at September 30, 2011 5,067     45,019$  21         135$      8,138     16,943$  -        -        -        -        -        62,097$  (4,063)$  4,488$   62,522$   

See accompanying notes to the condensed interim consolidated financial statements. 
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Mosaic Capital Corporation 

Condensed Interim Consolidated Statements of Cash Flows 

(shown in thousands of Canadian dollars) 

unaudited 

 

N o tes 2011 2010 2011 2010

Cash and cash equivalents provided by (used in):

Cash f low s from operating activities

Income (loss) for the period 735$             1,667$          1,258$          3,182$          

Adjustments for:

Accretion of notes payable 16 2                   2                   4                   6                   

Amortization of buildings 92                 -                154               -                

Amortization of tangibles assets 13 181               192               511               525               

Amortization of intangibles assets 15 242               225               706               676               

Gain on redemption of units -                (1)                  -                (14)                

Loss on sale of equipment 40                 3                   49                 8                   

Non-controlling interest 23 318               362               571               641               

Sub-total changes prior to non-cash w orking capital 1,610            2,450            3,253            5,024            

Changes in non-cash w orking capital 28 (1,363)           (1,181)           (1,381)           (599)              

Net cash provided by operating activities 247               1,269            1,872            4,425            

Cash f low s from investing activities

Additions to intangible assets 15 (31)                (1,374)           (66)                (1,380)           

Additions to property, plant and equipment 13 (86)                (236)              (537)              (505)              

Business combination, net of cash acquired 6 (77)                -                6,721            -                

Addition to income producing properties 12 (32)                (32)                

Disposal of income producing properties 12 -                -                4,607            -                

Employee share purchase plan 14 -                -                (392)              -                

Net cash used in investing activities (226)              (1,610)           10,301          (1,885)           

Cash f low s from financing activities

Additions to notes payable 16 -                533               306               564               

Distributions to non-controlling interests 23 -                (140)              (763)              (592)              

Distributions to unit holders 18 -                (397)              (699)              (1,050)           

Dividends to preferred security holders 18 (785)              -                (1,049)           -                

Preferred security DRIP reinvestment holders 18 (484)              -                (644)              -                

Dividends to series "A" shareholders 18 (5)                  -                (5)                  -                

Redemption of preferred securities 18 (182)              -                (182)              -                

Redemption of units -                (12)                (188)              (124)              

Repayment of mortgages 17 (74)                -                (1,673)           -                

Repayment of notes payable 16 (69)                (155)              (272)              (470)              

Repayment to related parties -                168               -                (186)              

Changes in non-cash w orking capital 28 -                -                -                -                

Net cash from financing activities (1,599)           (3)                  (5,169)           (1,858)           

Change in cash and cash equivalents (1,578)           (344)              7,004            682               

Cash and cash equivalents, beginning of period 18,977          10,180          10,395          9,154            

Cash and cash equivalents, end of period 17,399$        9,836$          17,399$        9,836$          

 Three Months ended 

 September 30, 

 Nine Months ended 

 September 30, 

 
See accompanying notes to the condensed interim consolidated financial statements. 
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1. GENERAL BUSINESS DESCRIPTION 

Mosaic Capital Corporation 

Mosaic Capital Corporation ("Mosaic Capital") was incorporated under the Business Corporations Act 
(Alberta) on February 11, 2011.  Mosaic Capital is a Calgary based investment company that owns a 
portfolio of established businesses that generate strong cash flow from their operations in niche markets.  
Mosaic Capital's portfolio businesses operate in the printing, oil and gas services, technology, and real 
estate industries. Mosaic Capital continues to acquire and invest in businesses that have attributes similar 
to its existing businesses.  It also considers limited capital investments in start up companies, distressed 
asset situations, reorganizations of businesses, investment fund management, private equity, venture 
capital, or pursuing various other investment related opportunities. 

 Effective May 1, 2011, the Mosaic Diversified Income Fund (the "Fund") was acquired by Mosaic 
Capital Corporation pursuant to the terms of a plan of arrangement (the "Arrangement") approved 
April 28, 2011.  Under the terms of the Arrangement, the Fund became a wholly owned subsidiary of 
Mosaic Capital.  The holders of preferred units of the Fund received one preferred security and 0.143 
common shares in the capital of Mosaic Capital for each preferred unit held in the Fund.  The holders 
of common units of the Fund received 1,631.7 common shares in Mosaic Capital for each common 
unit held in the Fund.  The unitholders of the Fund, as a group, held approximately 62% of the 
common shares and 70% of the class "A" preferred securities of Mosaic Capital as of May 1, 2011.   

 Effective May 1, 2011, First West Properties Ltd. ("First West") was acquired by Mosaic Capital 
pursuant to the terms of the Arrangement approved April 28, 2011.  Under the Arrangement First 
West became a wholly-owned subsidiary of Mosaic Capital.  In connection with the transaction, class 
"A" common voting shareholders of First West received, for each class "A" common voting share held, 
0.077 of a preferred security and 0.154 of a common share of Mosaic Capital.  In addition, holders of 
class "A" common voting share purchase options of First West exchanged those options for Mosaic 
Capital unit options on a basis so as to put the holders in materially the same economic position as 
they were prior to the Arrangement.  The Mosaic Capital unit options entitle the holders to receive the 
same mix of preferred securities and common shares as holders of class "A" common voting shares of 
First West received under the Arrangement.  The shareholders of First West, as a group, held 
approximately 38% of the common shares and 30% of the Class "A" preferred securities of Mosaic 
Capital as of May 1, 2011. 

Information related to these transactions may be found under Mosaic Capital's profile at www.sedar.com. 

The common shares and preferred securities of Mosaic Capital were listed and commenced trading on the 
TSX Venture Exchange under the symbol "MZ" and "MZ.PR.A", respectively, on May 9, 2011.  Effective 
September 27, 2011, Mosaic Capital changed its trading symbol for its common shares from "MZ" to "M" 
and for its preferred securities from "MZ.PR.A" to "M.PR.A." 

The address and principal place of business, of Mosaic Capital is Suite 400, 2424 - 4
th
 Street SW, Calgary, 

Alberta, Canada, T2S 2T4.  

Mosaic Diversified Income Fund ("the Fund") 

The Fund is an unincorporated open-ended, limited purpose trust established under the laws of the 
Province of Alberta pursuant to a Declaration of Trust dated October 26, 2005.  The Declaration of Trust 
was subsequently amended and restated February 21, 2006 and further amended and restated November 
1, 2010.  The Fund was formed to invest in a diversified group of income producing businesses. 

As at September 30, 2011, the Fund has indirectly invested in four operating entities, Printing Unlimited 
L.P. 100% ownership ("Printing Unlimited"), Allied Cathodic Services L.P. 80% ownership ("Allied 
Cathodic"), Polar Geomatic Solutions L.P. 90% ownership ("Polar") and Remote Waste L.P. 75% 
ownership ("Remote Waste"). Printing Unlimited is based in Fort McMurray, Alberta, and prints marketing 

http://www.sedar.com/


Mosaic Capital Corporation 

Notes to Condensed Interim Consolidated Financial Statements 

For the Nine months Ended September 30, 2011 

 

 

-8- 

and promotional materials, annual reports, operation manuals and handbooks, safety tags, stationary, 
carbonless forms, and photocopies. Allied Cathodic is based in Estevan, Saskatchewan, and installs, 
maintains and replaces cathodic protection systems for oil and gas production facilities in southeast 
Saskatchewan and southwest Manitoba. Polar is based in Red Deer, Alberta, and provides a web based, 
proprietary landowner information database system. The system is used primarily by pipeline companies 
to simplify compliance with stakeholder notification and emergency response planning requirements 
under applicable legislation. Remote Waste is based in Sexsmith, Alberta, and manufactures and leases 
biological sewage treatment units used for remote work camps. 

First West Properties Ltd. ("First West") 

First West, formerly known as Aveiro Investment Corp was incorporated under the Alberta Business 
Corporations Act (Alberta) on June 7, 1996 and its articles were amended on June 24, 1996.  First West 
was an inactive public company until August 21, 2006, when the board of directors and management were 
changed and a new business plan was adopted.  On February 7, 2008, First West amended its articles 
and changed its name to First West Properties Ltd. from Aveiro Investment Corp. 

First West is an Alberta based real estate investment company that has built a portfolio of real estate 
assets in secondary markets in western Canada consisting primarily of income producing properties and 
other assets which provide income or to which management can conduct activity to provide fundamental 
value growth. 

2. BASIS OF PREPARATION 

a. Statement of compliance 

In conjunction with Mosaic Capital's annual condensed interim consolidated financial statements to 
be issued under International Financial Reporting Standards ("IFRS") for the year ended December 
31, 2011, these condensed interim consolidated financial statements present Mosaic Capital's initial 
financial results of operations and financial position as at and for the nine months ended September 
30, 2011, including 2010 comparative periods of the Fund.  First West financial information for prior 
periods is not included in this report as First West was acquired effective May 1, 2011.  As a result, 
these statements have been prepared in accordance with IFRS 1 "First-time Adoption of 
International Financial Reporting Standards" and with International Accounting Standard ("IAS") 34, 
"Interim Financial Reporting".  These condensed interim consolidated financial statements do not 
include all the necessary annual disclosures in accordance with IFRS.  Previously, the Fund 
prepared its interim and annual consolidated financial statements in accordance with Canadian 
generally accepted accounting principles ("Canadian GAAP"). 

The preparation of these condensed interim consolidated financial statements resulted in selected 
changes to the Fund's accounting policies as compared to those disclosed in Mosaic Capital's and 
the Fund's annual audited consolidated financial statements for the period ended December 31, 
2010 issued under Canadian GAAP.  A summary of significant changes to Mosaic Capital's 
accounting policies is disclosed in note 33 along with reconciliations presenting the impact of the 
transition to IFRS for the comparative periods as at January 1, 2010, as at and for the nine months 
ended September 30, 2010, and as at and for the twelve months ended December 31, 2010. 

A summary of Mosaic Capital's significant accounting policies under IFRS is presented in note 3.  
These policies have been retrospectively and consistently applied except where specific 
exemptions permitted an alternative treatment upon transition to IFRS in accordance with IFRS 1 as 
disclosed in note 33. 

The condensed interim consolidated financial statements should be read in conjunction with the 
Fund's Canadian GAAP annual audited condensed consolidated financial statements for the year 
ended December 31, 2010. 
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The Company's auditors, Deloitte Touche LLP, have not reviewed the interim consolidated financial 
statements. 

The condensed interim consolidated financial statements were approved by the board of directors of 
Mosaic Capital on November 29, 2011. 

b. Basis of measurement 

The condensed interim consolidated financial statements have been prepared on the historical cost 
basis except for the following: 

(i) derivative financial instruments, if any, are measured at fair value; and 

(ii) held for trading financial assets are measured at fair value with changes in fair value recorded in 
earnings. 

The methods used to measure fair values are discussed in note 4. 

c. Functional and presentation currency 

These condensed interim consolidated financial statements are presented in Canadian dollars, 
which is Mosaic Capital's functional currency. 

d. Use of estimates and judgments 

The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses.  Actual results may differ from these 
estimates. 

Estimates and judgments are continually evaluated and are based on historical experience and 
other factors, including expectations of future events that are believed to be reasonable under the 
circumstances.  Accounting estimates will, by definition, seldom equal the actual results.  
Revisions to accounting estimates are recognized in the period in which the estimates are revised 
and in any future years affected. 

Information about significant areas of estimation uncertainty and critical judgments in applying 
accounting policies that have the most significant effect on the amounts recognized in the 
condensed interim consolidated financial statements is included, but not limited to the following 
notes: 

 Note 4 - valuation of financial instruments 

 Note 13 - valuation of property, plant and equipment 

 Note 15 - valuation of goodwill and other intangible assets 

 Note 3 - valuation of stock options 

 Note 27 - valuation and utilization of tax losses 

The following discussion sets forth management's most critical estimates and assumptions in 
determining the value of assets, liabilities and equity: 

Amortization and valuation of equipment and goodwill and other intangible assets 

The amounts recorded for amortization of components of property, plant and equipment and 
intangible assets and the valuation of cash-generating units ("CGUs") are based on estimates.  
These estimates include future cash flows, remaining lives and periods of future benefits and the 
residual values of the related assets and other relevant assumptions. 
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Valuation of accounts receivable 

The valuation of accounts receivable is based on management's estimate of the provision for 
doubtful accounts. 

Income taxes 

The amounts recorded for deferred income taxes are based on estimates as to the timing of the 
reversal of temporary differences and tax rates currently substantively enacted.  They are also 
based on estimates of the probability of Mosaic Capital utilizing certain tax pools and assets which in 
turn are dependent on estimates of future taxable income.  The availability of tax pools is subject to 
audit and interpretation by taxation authorities. 

3. SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies set out below have been applied consistently to the periods presented in these 
condensed interim consolidated financial statements, and have been applied consistently by Mosaic 
Capital. 

(a) Principles of consolidation  

The condensed interim consolidated financial statements include the accounts of the following: 

 Mosaic Capital Corporation 

 Mosaic Diversified Income Fund consolidated  

 First West Properties Ltd.  

(b) Subsidiaries and business combinations 

Subsidiaries are entities over which Mosaic Capital has control, where control is defined as the 
power to govern financial and operating policies.  A controlling position is assumed to exist where 
Mosaic Capital holds, directly or indirectly, a voting interest exceeding 50% and where no other 
group or shareholder exercise substantive participating rights which would enable it to veto or to 
block ordinary decisions taken by Mosaic Capital.  Subsidiaries are fully consolidated from the date 
control is transferred to Mosaic Capital, and are de-consolidated from the date control ceases. 

The acquisition method of accounting is used to account for the acquisition of subsidiaries as 
follows: 

 cost is measured as the fair value of the assets given, equity instruments issued and liabilities 
incurred or assumed at the closing date with acquisition costs being expensed; 

 identifiable assets acquired and liabilities assumed are measured at their fair values at the 
acquisition date; 

 the excess of acquisition cost over the fair value of the identifiable net assets acquired is 
recorded as goodwill and is allocated to each of the CGUs expected to benefit from the 
combination's synergies; and 

 if the acquisition cost is less than the fair value of the net assets acquired, the fair value of the 
net assets is re-assessed and any remaining differences is recognized directly in the condensed 
interim consolidated statement of income and comprehensive income. 

If the initial accounting for a business combination can only be determined provisionally, subsequent 
adjustments to the allocation may be recognized if they occur within 12 months of the acquisition 
date.  After 12 months, adjustments are recognized through income.  The adjustments made as a 
result of finalizing the provisional accounting are retrospectively recognized from the acquisition 
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date.  As a result, adjustments to amortization are retrospectively recorded to reflect the final 
purchase accounting. 

Intercompany transactions between subsidiaries are eliminated on consolidation. 

Transaction costs, other than those associated with the issue of debt or equity securities, that 
Mosaic Capital incurs in connection with a business combination are expensed as incurred. 

(c) Property acquisitions and business combinations 

Where property is acquired through the acquisition of corporate interests, management considers 
the substance of the assets and activities of the acquired entity in determining whether the 
acquisition represents the acquisition of a business.  The basis of the judgment is set out in Note 3. 

Where such acquisitions are not judged to an acquisition of a business, they are not treated as 
business combinations.  Rather, the cost to acquire the corporate entity is allocated between the 
identifiable assets and liabilities of the entity based on their relative fair value at acquisition date.  
Accordingly, no goodwill or additional deferred taxation arises.  Otherwise, corporate acquisitions 
are accounted for as business combinations. 

(d) Cash and cash equivalents 

Cash and cash equivalents consist of cash on hand, amounts on deposit with banks, guaranteed 
investment certificates held with banks and other short term highly liquid investments with maturities 
or that are cashable within 90 days or less at the date of issue.  

(e) Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial 
liability or equity instrument of another entity. 

(i) Financial assets 

Financial assets include accounts receivable and cash and cash equivalents.  Purchases and 
sales of financial assets are recognized on the settlement date, which is the date on which the 
asset is delivered to or by Mosaic Capital.  Financial assets are derecognized when the rights 
to receive cash flows from the investments have expired or were transferred and Mosaic Capital 
has transferred substantially all risks and rewards of ownership.  Financial assets are classified 
in the following categories at the time of initial recognition based on the purpose for which the 
financial assets were acquired: 

Financial assets at fair value through profit or loss 

Classification 

Financial assets at fair value through profit or loss are financial assets held for trading.  A 
financial asset is classified in this category if acquired principally for the purpose of selling in the 
short term or if so designated by management and its performance is evaluated on a fair value 
basis, in accordance with Mosaic Capital's documented risk management or investment 
strategy.  Mosaic Capital has designated cash and cash equivalents as held for trading.  
Derivatives are also categorized as held for trading unless they are designated as hedges. 

Recognition and measurement 

Financial assets carried at fair value through profit or loss are initially recognized, and 
subsequently carried, at fair value, with changes recognized in the condensed interim 
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consolidated statement of income and comprehensive income.  Transaction costs are 
expensed when incurred. 

Loans and receivables 

Classification 

Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market.  They are included in current assets, except for those 
with maturities greater than 12 months after the balance sheet date, which are classified as 
non-current assets.  Assets in this category include accounts receivable and deposits and are 
classified as current assets in the balance sheet. 

Recognition and measurement 

Loans and receivables are initially recognized at fair value plus transaction costs and 
subsequently carried at amortized cost using the effective interest method, less any impairment 
losses.  Interest income is recognized by applying the effective interest rate, except for 
short-term receivables when the recognition of interest would be immaterial. 

Available-for-sale financial assets 

Available-for-sale financial assets are non-derivatives that are either designated in this category 
or not classified in any of the other categories.  They consist of investments in equity securities 
and certain other debt securities.  They are included in other non-current financial assets 
unless management intends to dispose of the investment within 12 months of the balance sheet 
date.  Mosaic Capital has not designated any financial assets as available-for-sale. 

Reclassification of financial assets 

Reclassification is only permitted in rare circumstances and where the asset is no longer held 
for the purpose of selling in the short-term.  In all cases, reclassifications of financial assets are 
limited to debt instruments. Reclassifications are accounted for at the fair value of the financial 
asset at the date of reclassification.  

(ii) Financial liabilities  

Financial liabilities primarily consist of accounts payables and accrued liabilities, notes and 
distributions payable and amounts due to related parties.  Financial liabilities are initially 
measured at fair value and subsequently measured at amortized cost for liabilities that are not 
hedged, and fair value for liabilities that are hedged. Non-performance risk, including Mosaic 
Capital's own credit risk for financial liabilities, is considered when determining the fair value of 
financial assets or liabilities, including derivative liabilities.  

(iii) Derivative financial instruments  

Mosaic Capital may enter into, from time to time, certain financial derivative contracts in order to 
manage the exposure to market risks from price fluctuations.  These instruments are not used 
for trading or speculative purposes.  Transaction costs are recognized in the condensed 
interim consolidated statement of income and comprehensive income as incurred.  Proceeds 
and costs realized from holding these financial instruments are recognized in profit or loss at the 
time each transaction under a contract is settled. 

Embedded derivatives are separated from the host contract and accounted for separately if the 
economic characteristics and risks of the host contract and the embedded derivative are not 
closely related, a separate instrument with the same terms as the embedded derivative would 
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meet the definition of a derivative, and the combined instrument is not measured at fair value 
through profit or loss.  Changes in the fair value of separable embedded derivatives are 
recognized immediately in the condensed interim consolidated statement of income and 
comprehensive income.  Mosaic Capital has not identified any embedded derivatives in any of 
its financial instruments. 

(iv) Equity instruments 

Preferred units and common units of the Fund are classified as equity on the comparative 
financial statements from prior years.  Preferred securities, series "A" shares, and common 
shares are classified as equity.  Incremental costs directly attributable to the issue of preferred 
securities and common shares and share options are recognized as a deduction from equity, 
net of any tax effects. 

(v) Impairment 

Mosaic Capital assesses at each balance sheet date whether there is objective evidence that a 
financial asset, other than those at fair value through profit or loss, or a group of financial assets 
is impaired.  When an impairment has occurred, the cumulative loss is recognized in profit or 
loss. 

Individually significant financial assets are tested for impairment on an individual basis.  The 
remaining financial assets are assessed collectively in groups that share similar credit risk 
characteristics.  For receivables that are assessed not to be impaired individually are, in 
addition, assessed for impairment on a collective basis.  Objective evidence of impairment for a 
portfolio of receivables could include Mosaic Capital's past experience of collecting payments, 
an increase in the number of delayed payments in the portfolio past the average credit period of 
90 days, as well as observable changes in national or local economic conditions that correlate 
with default on receivables. 

For financial assets carried at amortized cost, the amount of the impairment loss recognized is 
the difference between the asset's carrying amount and the present value of estimated future 
cash flows, discounted at the financial asset's original effective interest rate. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all 
financial assets with the exception of accounts receivable, where the carrying amount is 
reduced through the use of an allowance account.  When an account receivable is considered 
uncollectible, it is written off against the allowance account.  Subsequent recoveries of 
amounts previously written off are credited against the allowance account.  Changes in the 
carrying amount of the allowance account are recognized in profit or loss. 

When an available-for-sale financial asset is considered to be impaired, cumulative gains or 
losses previously recognized in other comprehensive income are reclassified to profit or loss in 
the period. 

With the exception of available-for-sale equity instruments, if, in a subsequent period, the 
amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the impairment was recognized, the previously recognized impairment 
loss is reversed through profit or loss to the extent that the carrying amount of the investment at 
the date the impairment is reversed does not exceed what the amortized cost would have been 
had the impairment not been recognized. 

In respect of available-for-sale equity securities, impairment losses previously recognized in 
profit or loss are not reversed through profit or loss.  Any increase in fair value subsequent to 
an impairment loss is recognized in other comprehensive income. 
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(f) Foreign currency transactions and operations 

Transactions in foreign currencies are translated to the respective functional currencies of Mosaic 
Capital and its subsidiaries at exchange rates in effect on the date of the transactions.  Monetary 
assets and liabilities denominated in foreign currencies at the reporting date are translated to the 
functional currency at the exchange rate in effect on the balance sheet date with any resulting 
foreign exchange gain or loss recognized in net income.  Non-monetary items carried at fair value 
that are denominated in foreign currencies are retranslated at the rates prevailing at the date when 
the fair value was determined.  Non-monetary items measured in terms of historical cost in a 
foreign currency are translated using the exchange rate in effect on the date of the transaction. 
Foreign currency gains and losses on transactions are reported on a net basis and recognized in 
other items within net income. 

Mosaic Capital does not currently have a foreign operation with a functional currency that is different 
from Canadian dollars. 

(g) Property, plant and equipment 

(i) Assets owned by Mosaic Capital 

Property, plant and equipment are carried at historical cost less any accumulated amortization 
and impairment losses.  Historical cost includes the acquisition cost or production cost as well 
as the costs directly attributable to bringing the asset to the location and condition necessary for 
its use in operations.  When property, plant and equipment include significant components with 
different useful lives, they are recorded and amortized separately.  Amortization is computed 
based on the estimated useful life of the assets.  Useful life is reviewed at the end of each 
reporting period.  Assets financed by finance lease contracts are capitalized at the lower of the 
fair value of future minimum lease payments and market value and the related debt is recorded 
in "borrowings and other financial liabilities".  These assets are amortized over their estimated 
useful life.  Amortization expenses on assets acquired under such leases are included in 
amortization expenses. 

Subsequent to initial recognition, the cost model is applied to property, plant and equipment.  
Mosaic Capital has elected not to apply the option provided by IFRS I regarding the 
re-measurement, as at January 1, 2010, of its property, plant and equipment at their fair value at 
January 1, 2010. 

(ii) Subsequent costs 

Mosaic Capital recognizes in the carrying amount of an item of property, plant and equipment 
the cost of replacing part of such an item when that cost is incurred if it is probable that the future 
economic benefits embodied with the item will flow to Mosaic Capital and the cost of the item 
can be measured reliably.  All other costs are recognized in the condensed interim 
consolidated statement of income and comprehensive income as an expense as incurred. 

(iii) Amortization 

Amortization is charged to the condensed interim consolidated statement of income and 
comprehensive income over the estimated useful lives of each part of an item of property, plant 
and equipment as follows: 
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Buildings Declining balance 2% 

Computer equipment Declining balance 30% 

Furniture and fixtures Declining balance 20% 

Leasehold Improvements Straight-line Term of Lease 

Motor vehicles Declining balance 30% 

Parts inventory Declining balance 20% 

Production equipment Declining balance 20% 

Rental equipment Straight-line 20 years 

The residual value, if not insignificant, is reassessed annually. 

(h) Intangible assets 

(i) Intangible assets 

Intangible assets that are acquired by Mosaic Capital are stated at cost less accumulated 
amortization and impairment losses. 

Expenditures on internally generated goodwill are recognized in the condensed interim 
consolidated statement of income and comprehensive income as an expense as incurred. 

(ii) Subsequent expenditure 

Subsequent expenditure on capitalized intangible assets is capitalized only when it increases 
the future economic benefits embodied in the specific asset to which it relates.  All other 
expenditures are expensed as incurred. 

(iii) Amortization 

Amortization is charged to the condensed interim consolidated statement of income and 
comprehensive income on a straight-line basis over the estimated useful lives of intangible 
assets unless such lives are indefinite.  Goodwill and intangible assets with an indefinite useful 
life are tested for impairment annually. Other intangible assets are amortized from the date they 
are available for use.  These assets are amortized as follows: 

Computer software Declining balance 100% 
Customer relationships Straight-line 15 years 
Employee agreements Straight-line 10 years 
Intellectual property Straight-line 10 years 
Non-compete agreements Straight-line 5 years 
Step up Leases Term of lease Term of lease 

(i) Goodwill 

Mosaic Capital records goodwill relating to a business combination when the purchase price 
exceeds the fair value of the net identifiable assets and liabilities of the acquired business.  
Goodwill is reported at cost less any impairment.  Goodwill impairments are not recovered.  
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(j) Impairment 

When events or changes in the economic environment indicate a risk of impairment of goodwill, 
other intangible assets or property, plant and equipment, an impairment test is performed to 
determine whether the carrying amount of the asset or group of assets under consideration exceeds 
its or their recoverable amount.  Recoverable amount is defined as the higher of an asset's fair 
value (less costs to sell) and its value in use.  Value in use is equal to the present value of future 
cash flows expected to be derived from the use and sale of the asset. 

In addition, asset impairment tests are subject to the following provisions: 

 Irrespective of whether there is any indication of impairment, goodwill and other indefinite life 
intangible assets are subject to an annual impairment test.  This test is performed during the 
fourth quarter of each year.  The recoverable value of each of Mosaic Capital's operating units 
is compared to the carrying amount of the corresponding assets (including goodwill). 

 Recoverable amount is determined for an individual asset, unless the asset does not generate 
cash inflows that are largely independent of those from other assets or groups of assets.  If this 
is the case, recoverable amount is determined for the group of assets. 

 Value in use is determined based on cash flow projections consistent with the most recent 
budget and business plan approved by management.  The discount rate applied reflects 
current assessments by the market of the time value of money and the risks specific to the asset 
or group of assets. 

 Fair value (less costs to sell) is the estimated amount obtainable from the sale of the asset or 
group of assets in an arm's length transaction between knowledgeable and willing parties, less 
costs to sell.  These values are determined based on market data (comparison with similar 
listed companies, value attributed in recent transactions and stock market prices), or in the 
absence of reliable data based on discounted future cash flows. 

 If the recoverable amount is less than the carrying amount of an asset or group of assets, an 
impairment loss is recognized for the difference.  In the case of a group of assets, this 
impairment loss is recorded in priority against goodwill. 

 Impairment losses recognized in respect of property and equipment and intangible assets (other 
than goodwill) may be reversed in a later period if the recoverable amount becomes greater 
than the carrying amount, within the limit of impairment losses previously recognized.  
Conversely, impairment losses recognized in respect of goodwill cannot be reversed. 

Impairment losses recognized in respect of CGUs are allocated first to reduce the carrying amount 
of any goodwill allocated to CGUs (group of units) and then, to reduce the carrying amount of the 
other assets in the unit (group of units) on a pro rata basis. 

Goodwill and indefinite-lived intangible assets were tested for impairment at January 1, 2010, the 
date of transition to IFRS, even though no indication of impairment existed. 

(k) Inventory 

Inventory is recorded at the lower of cost and net realizable value.  Costs are measured using both 
the average cost and the first-in, first-out methods. 

(l) Revenue recognition 

(i) Revenue 

Revenues are recognized when the services and equipment rentals are provided and only when 
collectability is reasonably assured.  Services are generally sold based upon service order or 
customer contracts that include fixed or determinable prices based on daily, hourly or job rates. 
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(ii) Property rental income 

Revenue from rental properties is recognized when a tenant commences occupancy of a rental 
unit or site and rent is due.  Rental income from investment properties is recognized on a 
straight line basis over the lease term.  Mosaic Capital retains all of the benefits and risks of 
ownership of its rental properties and therefore accounts for leases with its tenants as operating 
leases. 

Incentives for lessees to enter lease agreements are spread evenly over the lease term, even if 
the payments are not made on such a basis.  The lease term is the non-cancellable period of 
the lease. 

(iii) Service charges and expenses recoverable from tenants 

Income arising from expenses recharged to tenants is recognized in the period in which the 
expense can be contractually recovered 

(m) Property acquisitions 

Upon acquisition of commercial properties, Mosaic Capital performs an assessment of the fair value 
of the properties' related tangible and intangible assets and liabilities (including land, buildings, 
in-place leases, above-and below-market leases, and any other assumed assets and liabilities), and 
allocates the purchase price to acquired assets and liabilities in accordance with IFRS 3. 

Mosaic Capital assesses and considers fair value based on discounted cash flow projections that 
take into account relevant discount and capitalization rates and any other relevant sources of market 
information available.  Estimates of future cash flows are based on factors that include historical 
operating results, if available, and anticipated trends, local markets and underlying economic 
conditions. 

Mosaic Capital allocates the purchase price based on the following: 

Land – The amount allocated to land is based on a combination of an appraisal estimate of its fair 
value and management's best estimate. 

Buildings – The amount allocated to buildings is based on a combination of an appraisal estimate of 
its fair value and management's best estimate.  

In-place leases – In-place lease values are determined based on estimated costs required for each 
lease that represents the net operating income lost during an estimated lease-up period that would 
be required to replace the existing leases at the time of purchase. 

Tenant relationships – Tenant relationship values are determined based on costs avoided if the 
respective tenants were to renew their leases at the end of the existing term, adjusted for the 
estimated probability that the tenants will renew. 

Above-and below-market leases – Values ascribed to above-and below-market existing leases are 
determined based on the present value of the difference between the rents payable under the terms 
of the respective leases and estimated future market rents. 

(n) Income producing properties 
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(i) Completed income producing property 

Initially, income producing properties are recorded at cost, including transaction costs.  
Transaction costs include transfer taxes and various professional fees.  Subsequent to initial 
recognition, income producing properties are stated at fair value.  Gains and losses arising 
from changes in the fair values are included in the statement of income in the year in which they 
arise. 

Income producing property is derecognized when it has been disposed of or permanently 
withdrawn from use and no future economic benefit is expected from its disposal.  Any gains or 
losses on the retirement of disposal of income producing property are recognized in the 
statement of income in the year of retirement or disposal. 

Transfers are made to income producing property when, and only when, there is a change in 
use, evidenced by the end of the owner occupation or commencement of operating leases.  
Transfers are made from income producing property when, and only when, there is a change in 
use, evidenced by commencement of owner occupation or commencement of development 
with a view to sale. 

(ii) Income producing property under construction 

The cost of development properties includes direct development costs, realty taxes and 
borrowing costs directly attributable to the development.  Under the requirements of IAS 40 
income producing property under construction is measured at fair value at each reporting date, 
with the recognition of gains and losses in the statement of income.  If the fair value of an 
income producing property under construction is not reliably determinable when construction is 
complete, it measures that income producing property under construction at cost until either its 
fair value becomes reliably determinable or construction is completed (whichever is earlier). 

(o) Property held for development 

Property held for development includes initial acquisition costs; other direct costs; and realty taxes, 
interest, and operating expenses net of revenues during the period of development. 

(p) Finance income and expenses 

Finance income, consisting of interest income, is recognized as it accrues in profit or loss, using the 
effective interest method. 

Finance expense comprises interest expense on borrowings, accretion of the discount on 
decommissioning provisions and impairment losses recognized on financial assets. 

Borrowing costs incurred for the acquisition or construction of qualifying assets are capitalized 
during the period of time that is required to complete and prepare the assets for their intended use or 
sale.  A qualifying asset is one that takes a substantial period of time to get ready for use or sale. 

Where funds are borrowed specifically to finance a project, the amount capitalized represents the 
actual borrowing costs incurred.  Where the funds used to finance a project form part of general 
borrowings, the amount capitalized is calculated using a weighted average of rates applicable to 
relevant general borrowings of Mosaic Capital during the period. 

All other borrowing costs are recognized in profit or loss in the period in which they are incurred 
using the effective interest method. 
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(q) Income taxes 

Income tax expense comprises current and deferred tax. Income tax expense is recognized in profit 
or loss except to the extent that it relates to items recognized directly in equity, in which case it is 
recognized in equity. 

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted 
or substantively enacted at the reporting date, and any adjustment to tax payable in respect of 
previous years. 

Deferred tax is recognized using the liability method, providing for temporary differences between 
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used 
for taxation purposes.  Deferred tax liabilities are generally recognized for all taxable temporary 
differences.  Deferred tax assets are generally recognized for all deductible temporary differences 
to the extent that it is probable that taxable profits will be available against which those deductible 
temporary differences, and the carry forward of non-capital losses, can be utilized. 

Deferred tax is not recognized on the initial recognition of assets or liabilities in a transaction that is 
not a business combination.  In addition, deferred tax is not recognized for taxable temporary 
differences arising on the initial recognition of goodwill. 

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences 
when they reverse, based on the laws that have been enacted or substantively enacted by the 
reporting date.  Deferred tax assets and liabilities are offset if there is a legally enforceable right to 
offset, and they relate to income taxes levied by the same taxation authority on the same taxable 
entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net 
basis or their tax assets and liabilities will be realized simultaneously. 

A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be 
available against which the temporary difference can be utilized.  Deferred tax assets are reviewed 
at each reporting date and are reduced to the extent that it is no longer probable that the related tax 
benefit will be realized.  Unrecognized deferred tax assets are reassessed at each reporting date 
and are recognized to the extent that it has become probable that future profit will allow the deferred 
tax asset to be recovered and/or the carrying value of temporary differences exceed their tax basis. 

(r) Leases 

The determination of whether an arrangement is, or contains, a lease is based on the substance of 
the arrangement at inception date, whether fulfillment of the arrangement is dependent on the use of 
a specific asset or assets or the arrangement conveys a right to use the asset, even if that right is not 
explicitly specified in an arrangement. 

Finance leases, which transfer to Mosaic Capital substantially all the risks and benefits incidental to 
ownership of the leased item, are capitalized at the inception of the lease at the fair value of the 
leased item or, if lower, at the present value of the minimum lease payments.  Lease payments are 
apportioned between the finance charges and the reduction of the lease liability so as to achieve a 
constant rate of interest on the remaining balance of the liability.  Finance charges are charged to 
the income statement as they arise. 

Other leases are classified as operating leases.  Operating lease payments are recognized as an 
expense in the income statement of a straight line basis over the lease term, except for contingent 
rental payments which are expensed when they arise. 
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(s) Provisions and contingent liabilities 

Provisions and contingent liabilities are recognized when there is a present legal or constructive 
obligation arising as a result of a past event for which it is probable that an outflow of economic 
benefits will be required to settle the obligation and where a reliable estimate can be made of the 
amount of the obligation.  Provisions and contingent liabilities are stated at the present value of the 
expenditure expected to settle the obligation. 

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot 
be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of 
outflow of economic benefits is remote.  Possible obligations whose existence will only be 
confirmed by the occurrence or non-occurrence of one or more future events are also disclosed as 
contingent liabilities unless the probability of outflow of economic benefits is remote. 

(t) Changes in accounting policies 

The accounting policies adopted are consistent with those of the previous financial year except as 
follows: 

 Consolidation (replacement for IAS 27 and SIC 12) 

 Discontinued Operations (amendment of IFRS 5) 

 Earnings per Share (replacement of IAS 33) 

 First-time Adoption of IFRS (amendment to IFRS 1) 

 Group Cash-settled Share-based Payment Transactions (amendment to IFRS 2) 

 Joint Arrangements (amendment to IAS 31) 

 Management Commentary 

(u) Equity  

When securities recognized as equity are repurchased, the amount of the consideration paid, 
including directly attributable costs, is recognized as a deduction from total equity. 

(v) Share-based compensation 

The fair value of employee security and share options is measured using a Black Scholes option 
pricing model.  Measurement inputs include the share price on the grant date, the exercise price of 
the instrument, the expected volatility, the weighted average expected life of the instruments, the 
expected dividends and the risk-free interest rate. Service and non-market performance conditions 
are not taken into account in determining fair value.   

(w) Share issuance costs  

Commissions paid to underwriters, and other related share issue costs, such as legal, auditing and 
printing, on the issue of Mosaic Capital's shares and securities are charged directly to share capital. 

(x) Goods and services tax 

Revenue, expenses and assets are recognized net of the amount of goods and services tax (GST), 
except where the amount of GST incurred is not recoverable from the taxation authority.  In these 
circumstances, the GST is recognized as part of the cost of acquisition of the asset or as part of the 
expense. 

Receivables and payables are stated with the amount of GST included.  The net amount of GST 
recoverable from, or payable to, the Receiver General is included as a current asset or liability in the 
condensed interim consolidated balance sheet. 
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(y) Condensed interim consolidated balance sheet 

Assets and liabilities expected to be realized in, or intended for sale or consumption in, the entity's 
normal operating cycle, usually equal to 12 months, are recorded as current assets or liabilities.  If 
their maturity exceeds this period, they are recorded as non-current assets or liabilities. 

(z) Segmented information 

Mosaic Capital's reporting segments are established on the basis of having similar economic 
characteristics and/or which are in similar geographic locations and those components of Mosaic 
Capital that are evaluated regularly by the chief operating decision maker in deciding how to allocate 
resources and in assessing performance. 

(aa) Earnings per share 

Mosaic Capital presents basic and diluted earnings per share ("EPS") data for its common shares.  
Basic EPS is calculated by dividing the net income attributable to shareholders of Mosaic Capital 
less distributions approved for preferred securities by the weighted average number of common 
shares outstanding during the period.  Diluted EPS is determined by adjusting the net income or 
loss attributable to owners and the weighted average number of common shares outstanding for the 
effects of all potentially dilutive common shares, which comprise in-the-money stock options. 

(bb) Recent accounting pronouncements 

All accounting standards effective for periods on or after January 1, 2011 have been adopted as part 
of the transition to IFRS. The following new IFRS pronouncements have been issued but are not yet 
effective and may have an impact on the Company in the future:  

IFRS 9 Financial Instruments  

IFRS 9 was issued in November 2009 and reflects the first phase of the IASB's work on the 
replacement of IAS 39 Financial Instruments: Recognition and Measurement. The standard revises 
and limits the classification and measurement models available for financial assets and liabilities to 
amortized cost or fair value. IFRS 9 is effective for annual periods beginning on or after January 1, 
2013. Mosaic Capital is currently assessing the impact of the new standard on its consolidated 
financial statements, but does not anticipate that the adoption of the standard will have a significant 
impact.  

IFRS 10 Consolidated Financial Statements  

IFRS 10 was issued in May 2011 and establishes principles for the presentation and preparation of 
consolidated financial statements when an entity controls one or more other entities. IFRS 10 
supersedes IAS 27 Consolidated and Separate Financial Statements and SIC 12 Consolidation – 
Special Purpose Entities. IFRS 10 is effective for annual periods beginning on or after January 1, 
2013. Mosaic Capital is currently assessing the impact of the new standard on its consolidated 
financial statements.  

IFRS 12 Disclosure of Interests in Other Entities  

IFRS 12 was issued in May 2011 and is new comprehensive standard that specifies disclosure 
requirements for all forms of interests in other entities, including joint arrangements, associates, 
special purpose vehicles, and other off-balance-sheet vehicles. IFRS 12 is effective for annual 
periods beginning on or after January 1, 2013. Mosaic Capital is currently assessing the impact of 
the new standard on its consolidated financial statements. 
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IFRS 13 Fair Value Measurement  

IFRS 13 was issued in May 2011 and defines fair value, sets out in a single standard a framework for 
measuring fair value, and specifying certain disclosure requirements about fair value 
measurements. IFRS 13 is effective for annual periods beginning on or after January 1, 2013. 
Mosaic Capital is currently assessing the impact of the new standard on its consolidated financial 
statements. 

4. DETERMINATION OF FAIR VALUES 

A number of Mosaic Capital's accounting policies and disclosures require the determination of fair value, 
for both financial and non-financial assets and liabilities.  Fair values have been determined for 
measurement and/or disclosure purposes based on the following methods. When applicable, further 
information about the assumptions made in determining fair values is disclosed in the notes specific to that 
asset or liability. 

(i) Property, plant and equipment, other intangible assets and goodwill 

The fair value of property, plant and equipment, other intangible assets and goodwill recognized in a 
business combination, is based on market values.  The market value of property, plant and equipment is 
the estimated amount for which equipment could be exchanged on the acquisition date between a willing 
buyer and a willing seller in an arm's length transaction after proper marketing wherein the parties had 
each acted knowledgeably, prudently and without compulsion.  The market value of other intangible 
assets is estimated with reference to the discounted cash flows expected to be derived from these assets. 

(ii) Cash and cash equivalents, accounts receivable and accounts payable and accrued liabilities 

The fair value of cash and cash equivalents, accounts receivable and accounts payable and accrued 
liabilities and distributions payable approximates their carrying value due to their short term to maturity.  
Notes payable are recorded at amortized cost, reflecting debt discounts or premiums where interest rates 
negotiated with third parties differ from estimated market rates, which in management's opinion reflects 
their estimated fair values. 

(iii) Derivatives 

The fair value of forward contracts, collars and swaps is determined by discounting the difference between 
the contracted prices and published forward price curves as at the balance sheet date, adjusted for Mosaic 
Capital's non-performance risk and the non-performance risk of the counterparty. 

(iv) Common share and preferred security options 

The fair value of options to purchase common shares and preferred securities are measured using the 
Black-Scholes option pricing model. Measurement inputs include security price on measurement date, 
exercise price of the instrument, expected volatility (based on weighted average historic volatility of similar 
sized companies based on publicly available information), weighted average expected life of the 
instruments (based on historical experience and general option holder behaviour), expected dividends, 
and the risk-free interest rate (based on government bonds). 

The significance of inputs used in making fair value measurements are examined and classified according 
to a fair value hierarchy.  Fair values of assets and liabilities included in Level 1 are determined by 
reference to quoted prices in active markets for identical assets and liabilities.  Assets and liabilities in 
Level 2 include valuations using inputs other than quoted prices for which all significant outputs are 
observable, either directly or indirectly and are based on valuation models and techniques where the 
inputs are derived from a quoted index.  Level 3 valuations are based on inputs that are unobservable 
and significant to the overall fair value measurement. 
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Cash and cash equivalents are measured at fair value based on a Level 1 designation. 

5. FINANCIAL RISK MANAGEMENT 

(a) Overview 

Mosaic Capital's activities expose it to a variety of financial risks that arise as a result of its 
investment and financing activities such as: 

 credit risk; 

 liquidity risk; and 

 market risk. 

This note presents information about Mosaic Capital's exposure to each of the above risks, Mosaic 
Capital's objectives, policies and processes for measuring and managing risk, and Mosaic Capital's 
management of capital.  Further quantitative disclosures are included throughout these condensed 
interim consolidated financial statements. 

Mosaic Capital employs risk management strategies and polices to ensure that any exposure to risk 
are in compliance with Mosaic Capital's business objectives and risk tolerance levels.  While the 
board of directors has the overall responsibility for the establishment and oversight of Mosaic 
Capital's risk management framework, Mosaic Capital's management has the responsibility to 
administer and monitor these risks. 

(b) Credit risk 

Credit risk is the risk of financial loss to Mosaic Capital if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations.  Mosaic Capital's accounts receivable are due 
from a wide range of customers and are subject to normal credit risk.  The maximum exposure to 
credit risk at September 30, 2011 and December 31, 2010 is as follows: 

September 30, 2011 December 31, 2010

Cash and cash equivalents 17,399$                 10,395$                 

Accounts receivable 5,052                    4,386                    

22,451$                 14,781$                 

Carrying amount

 

Cash and cash equivalents 

Cash and cash equivalents, when held, consist of cash bank balances and short term deposits 
cashable in less than 90 days at inception.  Mosaic Capital manages the credit exposure related to 
cash and cash equivalents by selecting Canadian chartered banks with high credit ratings and 
monitors all short term deposits to ensure an adequate rate of return.  Given these credit ratings, 
management does not expect any counterparty to fail to meet its obligations. 

Accounts receivable 

The majority of accounts receivable relates to trade receivables.  Mosaic Capital's management 
believes at this time that all receivables, net of allowances for bad debt, will be collected. 
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Mosaic Capital is exposed to credit risk as an owner of businesses that extend credit to customers 
and tenants.  The credit quality of the trade receivables amount is considered adequate.  Mosaic 
Capital provides allowances for any customer accounts where collectability is doubtful. 

A wide range of customers purchase products and services from Mosaic Capital's subsidiaries, 
which helps to mitigate Mosaic Capital's exposure to any one customer.   

There were approximately three hundred sixty five customers making up the total consolidated sales 
for the three months period ended September 30, 2011 and five hundred eighty customers for the 
nine month period ended September 30, 2011.  During the three months ended September 30, 
2011 fifty five customers accounted for 87% of the consolidated sales and during the nine months 
ended September 30, 2011 ninety customers accounted for 90% of the consolidated sales.  All 
specific customers were less than 12% of the sales during these periods.   

(c) Liquidity risk 

Liquidity risk is the risk that Mosaic Capital will not be able to meet its financial obligations as they 
are due.  Mosaic Capital's approach to managing liquidity is to ensure it will have sufficient liquidity 
to meet its liabilities when due.  Mosaic Capital's ongoing liquidity is impacted by various external 
events and conditions, including price fluctuations and the global economic downturn. 

Mosaic Capital's financial liabilities consist of accounts payable and accrued liabilities, distributions 
payable and notes payable.  Accounts payable consists of invoices payable to trade suppliers.  
Accounts payable and accrued liabilities as at September 30, 2011 was $2,015 (December 31, 2010 
$1,456).  Dividends payable as of September 30, 2011 was $424 (December 31, 2010 $1,393).  
Refer to note 5(f) for further disclosure on the management of capital. 

Mosaic Capital expects to pay its financial liabilities in the normal course of operations and to fund 
future operational and capital requirements through operating cash flow, as well as future equity and 
debt financing. 

Mosaic Capital's accounts payable and accrued liabilities as at September 30, 2011 and December 
31, 2010 are aged as follows: 

September 30, 2011 December 31, 2010

0 - 30 days 1,981$                   1,330$                   

31 to 60 days 32                         126                       

61 to 90 days -                        -                        

Greater than 90 days 2                           -                        

Total accounts payable and accrued liabilities 2,015$                   1,456$                   

 

Mosaic Capital expects to satisfy its obligations under accounts payable and accrued liabilities 
within the next year. 

Mosaic Capital is also subject to future commitments as disclosed in note 30. 

(d) Market risk 

Market risk is the risk that changes in market prices, such as interest rates and foreign exchange 
rates will affect Mosaic Capital's net earnings or the value of financial instruments.  The objective of 
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Mosaic Capital is to manage and mitigate market risk exposures within acceptable limits, while 
maximizing returns. 

(e) Interest rate risk 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market 
interest rates.  Inherently, changes in interest rates may affect the general economy.  Mosaic 
Capital is exposed to interest rate price risk to the extent that its borrowings are at floating rates. 

(f) Capital management 

Mosaic Capital's objectives when managing capital are to safeguard its ability to continue as a going 
concern. It does this by monitoring liquidity with a view to meet near term working capital 
requirements. It structures business and asset acquisitions with a combination of equity and debt 
financing to ensure debt servicing is manageable.  Mosaic Capital defines capital as notes payable, 
mortgages payable, non-controlling interest and shareholders' equity. 
 
The total managed capital for Mosaic Capital is summarized below: 
 

September 30, 2011 December 31, 2010

Notes payable 641$                     587$                     

Mortgages payable 6,817$                   -$                      

Non-controlling interest 4,488                    4,674                    

Shareholders'/Unitholders' equity 58,034                   30,352                   

69,980$                 35,613$                 

 
6. BUSINESS COMBINATIONS 

On May 1, 2011, Mosaic Capital acquired all of the issued and outstanding shares of First West in 
exchange for 3,056,686 common shares and 1,528,386 preferred securities. 

The following summarizes the major classes of consideration transferred, and the recognized amounts of 
assets acquired and liabilities assumed at the acquisition date: 

As at May 1, 2011 Amount

Common shares 14,626$      

Preferred securities 14,626       

29,252$      

 
This acquisition has been accounted for using the acquisition method on May 1, 2011, whereby the assets 
acquired and the liabilities assumed were recorded at their fair values.  The company assessed the fair 
values of the net assets acquired based on management's best estimate of fair value and external 
documentation, which takes into consideration the condition of the assets acquired, current industry 
conditions and the discounted future cash flows expected to be received from the assets as well as the 
amount it is expected to cost to settle the outstanding liabilities.  Subsequent to the acquisition date, First 
West's operating results have been included in Mosaic Capital's revenues, expenses and capital 
spending. 
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The following summarizes the allocation of the aggregate consideration for the First West acquisition: 

As at May 1, 2011 Amount

Net working capital 6,721$     

Income producing properties 29,942     

Property held for development 1,081       

Mortgages payable (8,492)      

29,252$   

 
There was no goodwill recognized as a result of this acquisition. 

The company incurred costs related to the acquisition of First West of $552 relating to due diligence, as 
well as external legal and advisory fees, which were expensed in the period incurred. 

7. CASH AND CASH EQUIVALENTS 

September 30, 2011 December 31, 2010

Bank balances 10,899$                6,198$                      

Government t-bill's or bank cashable GIC's 6,500                    4,197                        

17,399$                10,395$                    

Restricted cash 

Restricted cash as of September 30, 2011 was $130 (December 31, 2010 – $121) and relates to deposits 
with Canadian Chartered banks and is pledged as security relating to the use of corporate credit cards and 
payroll processing. 

8. ACCOUNTS RECEIVABLE 

As at September 30, 2011 and December 31, 2010, Mosaic Capital's accounts receivable were comprised 
of the following: 

September 30, 2011 December 31, 2010

Trade receivable 4,602$                         4,066$                       

Other 450                               320                            

5,052$                         4,386$                       

Carrying amount

 

As at September 30, 2011 and December 31, 2010, Mosaic Capital estimates its trade receivable to be 
aged as follows: 

September 30, 2011 December 31, 2010

Current (0 - 30 days) 3,406$                         2,635$                       

31 to 60 days 581$                            872$                          

61 to 90 days 279                               139                            

Past due (greater than 90 days) 336                               420                            

4,602$                         4,066$                       

 
Mosaic Capital has an allowance for doubtful accounts as at September 30, 2011 of $97 (December 31, 
2010 - $77).  During the three month period ended September 30, 2011  a provision of $40 was recorded 
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as bad debt (September 30, 2010 - $16).  During the nine month period ending September 30, 2011 a 
provision of $20 was recorded as bad debt (September 30, 2010 - $35).  When determining whether past 
due accounts are recoverable, Mosaic Capital factors in the past credit history of the counterparties.  
Mosaic Capital considers all amounts greater than 90 days as past due, other than those for which an 
allowance has been accrued.  These past due accounts are considered to be collectible. 

9. INVENTORY 

September 30, 2011 December 31, 2010

Raw materials and consumables (at cost) 565$                     553$                     

Work in progress (at cost) 505                       -                        

1,070$                  553$                     

 
10.  LOAN RECEIVABLE 

The loan of $305 as at September 30, 2011 (December 31, 2010 - $ Nil) relates to a bridging loan provided 
to a tenant for customized leasehold improvements and equipment.  The loan is repayable in principal 
and interest over the next year and is secured by a promissory note with a fixed charge over the 
improvements, equipment and a personal guarantee. 

11. PROPERTY HELD FOR DEVELOPMENT 

Property held for development of $931 (December 31, 2010 - $ Nil) consists of 7.01 acres of bare land. 

12. INCOME PRODUCING PROPERTIES 

 Land  Buildings  Total 

 $       -    $        -    $        -   

Additions           -              -              -   

          -              -              -   

Additions      7,298     21,908     29,206 

Disposals     (1,152)      (3,455)      (4,607)

 $  6,146  $ 18,453  $ 24,599 

Accumulated amortization and impairment losses

 $       -    $        -    $        -   

Amortization for the period           -              -              -   

          -              -              -   

Amortization for the period           -           154         154 

 $       -    $      154  $      154 

At January 1, 2010  $       -    $        -    $        -   

At December 31, 2010  $       -    $        -    $        -   

At September 30, 2011  $  6,146  $ 18,299  $ 24,445 

Balance September 30, 2011

Net book value

Cost

Balance at January 1, 2010

Balance at December 31, 2010

Balance September 30, 2011

Balance at January 1, 2010

Balance at December 31, 2010

 
Income producing properties are comprised of commercial buildings owned by First West.  These 
properties are primarily located in secondary markets throughout Western Canada. 
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On June 15, 2011, First West completed the sale of a property location in Saskatoon, Saskatchewan for a 
price of $4,933 less disposal costs of $175.  A portion of the proceeds were used to pay the mortgage on 
the property for $1,542.  There is no gain on sale recorded on these consolidated financial statements as 
assets were re-valued as of the May 1, 2011 as a result of the acquisition of First West by Mosaic Capital.  
There are no taxes payable anticipated on this sale due to tax losses of First West.   

13. PROPERTY, PLANT AND EQUIPMENT 

 Land 

 M otor 

Vehicles 

 Computer 

Equipment 

 Production 

and Rental 

Equipment 

 Furniture 

and 

Fixtures 

 Parts 

Inventory 

 Leasehold 

Improvements  Total 

 $               57  $            857  $            279  $        4,209  $              131  $             371  $                     -    $         5,904 

Additions                     -                    213                  103                   56                     11                   67                           5                 455 

                  57              1,070                 382             4,265                  142                 438                           5             6,359 

Additions                     -                   446                   57                   57                    21                     -                            -                    581 

Disposals                (108)                (108)

 $              57  $         1,408  $            439  $        4,322  $             163  $            438  $                      5  $         6,832 

A ccumulated amo rt izat io n and impairment lo sses

 $                 -    $             289  $             154  $            679  $              45  $              69  $                     -    $          1,236 

Amortization for the period                     -                    184                   50                 297                    19                   74                           3                 626 

                    -                   473                 204                 976                   64                  143                           3              1,862 

Amortization for the period                     -                     141                   44                 202                    13                   45                           2                 448 

 $                -    $              614  $            248  $          1,178  $              77  $             188  $                      5  $          2,310 

At January 1, 2010  $              57  $            568  $             125  $        3,530  $              86  $            302  $                     -    $         4,668 

At December 31, 2010  $              57  $            597  $             177  $        3,290  $              78  $            295  $                      2  $         4,496 

At September 30, 2011  $              57  $            794  $              191  $         3,144  $              86  $            250  $                     -    $         4,522 

Balance September 30, 2011

N et bo o k value

Balance September 30, 2011

C o st

Balance at December 31, 2010

Balance at January 1, 2010

Balance at January 1, 2010

Balance at December 31, 2010

 

14. EMPLOYEE SHARE PURCHASE PLAN 

Directors, officers and key employees (collectively "employee(s)") of Mosaic Capital are eligible to 

participate in the employee share purchase plan (the "ESPP").  Under the ESPP, employees who have 

been invited to participate in the ESPP may contribute up to such amount as is determined by Mosaic 

Capital.  The amount (if any) then contributed by the employee is matched by Mosaic Capital through a 

matching loan (the "Loan")secured by a promissory note bearing interest at 1% and repayable by the 

employee over a term not to exceed five years.  The employee contribution together with the funds loaned 

by Mosaic Capital are then provided to the trustee of the ESPP and the trustee uses such funds to 

purchase common shares of Mosaic Capital through the facilities of the TSX Venture Exchange.  The 

trustee, or its agent, is responsible for determining the pricing and timing of purchases of the common 

shares. The common shares purchased on behalf of an employee are held as security for their 

Loan.  Should the employee's position terminate with Mosaic Capital then their Loan is repayable, subject 

to certain exceptions, within 30 days of the termination date.  Should the common shares be sold by the 

employee the proceeds of such sale shall first be applied in repayment of the Loan and then any remaining 

balance remitted to the employee.  If any dividends or other distributions are paid on the common shares 

held under the Plan for the benefit of the employee, the proceeds are used to reduce the Loan made to 

such employee. 

The outstanding amount of loans under the ESPP was $392 as at September 30, 2011 (December 31, 

2010 - $Nil).  
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15. GOODWILL AND OTHER INTANGIBLES 

 Goodwill 

 Non-compete 

agreements 

 Employment 

Agreements 

 Intellectual 

Property 

 Customer 

Relationships 

 Computer 

Software 

 Step up 

leases  Total 

C o st

B alance at  January 1, 2010 7,650$      117$                       199$                   1,460$            11,388$                155$              -$         20,970$    

Acquisitions 129              -                         -                      -                  -                        -                 -           129              

Additions 127              -                         -                      -                  -                        63                   -           190              

B alance at  D ecember 31, 2010 7,906         117                          199                      1,460               11,388                   218                 -           21,289        

Additions -              -                         -                      -                  -                        66                   33             99                

Disposals -              -                         -                      -                  -                        (56)                 -           (56)              

B alance at  September 30, 2011 7,906$      117$                       199$                   1,460$            11,388$                228$             33$          21,332$     

A ccumulated amo rt izat io n

B alance at  January 1, 2010 -$           35$                        42$                     158$               1,537$                 106$              -$         1,878$        

Amortization -              23                           20                        97                    759                       85                   -           985             

B alance at  D ecember 31, 2010 -              58                           61                         256                 2,297                   191                  -           2,863          

Amortization -              18                            15                         75                    570                       28                   -           706             

Disposals (23)                 -           (23)              

B alance at  September 30, 2011 -$           76$                        76$                     330$              2,867$                196$              -$         3,546$       

N et bo o k value

At January 1, 2010 7,650$      83$                        158$                   1,302$            9,851$                 49$                -$         19,092$     

At December 31, 2010 7,906$      59$                        138$                   1,205$            9,092$                27$                -$         18,426$     

At September 30, 2011 7,906$      41$                         123$                   1,130$             8,521$                 32$                33$          17,786$     

 
Goodwill 

Mosaic Capital allocates goodwill to its CGUs identified according to operating segment.  Mosaic 

Capital has two CGUs; Industrial and Real Estate (see note 21).  The recoverable amount of a CGU is 

determined based on value-in-use calculations.  Those calculations use cash flow projections based on 

actual operating results and the 5 year projection from management.  Cash flows for a further 5 year 

period are extrapolated using a 5% growth rate.  These assumptions are consistent with the long-term 

average growth rate for the industry.  A pre-tax discount rate of 5% has been used in discounting the 

projected cash flows. 

 

 

 

 
[remainder of page intentionally left blank] 
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16. NOTES PAYABLE 

September 30, 2011 December 31, 2010

At September 30, 2011, $151 was payable to a former

minority partner. The note is repayable with monthly

payments of $5 and a lump sum payment of $110 on

Jan 1, 2012. Interest is calculated on the lower of

$110 or the outstanding balance of the loan at 5%.

The note is secured by a first charge on the

partnership units purchased.

151$                     298$                     

Capital leases payable to a third party. The leases

bear interest at 5% per annum and are repayable in

blended quarterly payments of $10 to June 2013

51                         78                         

Vehicle financing is payable to third parties. The

financings bear interest at a blended rate of between

0.0% to 8.6% and is repayable in blended monthly

payments of between $1 and $2. Expiry of the

financing range from May 31, 2011 to March 31, 2015.

The financing is secured by a specific charge over the

vehicles financed.

439                       211                       

641                       587                       

Less:  Current portion of notes payable (313)                      (294)                      

328$                     293$                     

The notes payable issued as partial consideration for the acquisition of the additional portion of a minority 
partner has been recorded at its fair value, reflecting an estimated market discount rate of 5%.  The 
difference between the notes payables carrying value of $641 and the face value of $639 results is a 
non-cash accretion charge that is expensed as interest on long-term debt over the life of the loan.  The 
un-accreted balance of debt discount at September 30, 2011 was $2 (December 31, 2010 - $5).  During 
the three months ended September 30, 2011, accretion included in interest expense was $2 (September 
30, 2010 - $2).  During the nine months ended September 30, 2011, accretion included in interest 
expense was $4 (September 30, 2010 - $ 6). 

Payments of principal amounts owing are scheduled as follows: 

Cash Payments Carrying Value

2011 62$                       64$                       

2012 340                       340                       

2013 150                       150                       

2014 75                         75                         

2015 12                         12                         

639$                     641$                      

17. MORTGAGES PAYABLE  

One of Mosaic Capital's subsidiaries has entered into various loans with a Canadian chartered bank, and 

in respect to each, has issued a mortgage and a demand promissory note.   

There are four floating rate demand loans that have an aggregate principal balance of $6,817 as at 

September 30, 2011 with each such loan having a maturity date of the earlier of (i) January 28, 2015, (ii) 
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the end of the elected term in the event that the loan is converted from floating rate to fixed rates; and (iii) 

the date payment is demanded as a result of default.  The floating rate loan facilities are payable at the 

greater of 4.75% or bank prime rate plus 1%.  Bank prime rate at September 30, 2011 was 3%.  The 

loans have fixed monthly blended payments ranging from $4 to $24.  The loans are reviewed, at least 

annually, by the lender.  Refer to note 30 for additional commitments for these mortgages. 

Each loan is in respect of a specific property and is secured by a mortgage charge against, and a general 

security agreement charging present and after-acquired personal property of First West in respect of that 

specific property.  The specific properties charged by this security have a net book value of $17,016.   

One fixed rate loan, in the amount of $1,542 was repaid during the period May 1, 2011 to June 30, 2011. 

18. SHARES AND SECURITIES 

Mosaic Capital is authorized to issue the following equity securities and shares. For full particulars, 
reference should be made to the Articles of Mosaic Capital and the preferred securities indenture (as 
hereafter defined) which may be found under Mosaic Capital's profile at www.sedar.com. 

(i) Common shares 

Authorized: Unlimited 

The holders of common shares are entitled to one vote per share at all meetings of shareholders 
except separate meetings of the holders of another class or series of shares of Mosaic Capital. The 
common shares are entitled to dividends, if and when declared by the board of directors of Mosaic 
Capital and to the distribution of the residual assets of Mosaic Capital in the event of the liquidation, 
dissolution or winding-up of Mosaic Capital. 

(ii) Preferred shares, issuable in series 

Authorized: Unlimited 

The preferred shares are issuable in series. The preferred shares of each series rank on a parity 
with the preferred shares of every other series with respect to dividends and return of capital and are 
entitled to a preference over the common shares and any other shares ranking junior to the 
preferred shares with respect to priority in the payment of dividends and the distribution of assets in 
the event of the liquidation, dissolution or winding-up of Mosaic Capital. The board of directors of 
Mosaic Capital are empowered to fix the number of shares and the rights to be attached to the 
preferred shares of each series, including the amount of dividends and any conversion, voting and 
redemption rights. Subject to the Articles of Mosaic Capital and to applicable law, the preferred 
shares as a class are not entitled to receive notice of or attend or vote at meetings of Mosaic Capital 
shareholders. 

The board of directors of Mosaic has created series "A" shares. The series "A" shares issued under 
the Plan of Arrangement are non-voting and entitle the holders thereof to a dividend equal to the 
dividend payments made on the preferred securities. Each series "A" share is redeemable for one 
preferred security.  

(iii) Preferred securities 

Authorized: Unlimited 

The preferred securities were created and issued under the subordinated securities indenture (" 
Preferred Securities Indenture") dated April 29, 2011 between Mosaic Capital and Olympia Trust 

http://www.sedar.com/
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Company as trustee. The preferred Securities are non-voting, unsecured, subordinated, perpetual 
securities having no fixed maturity date or redemption and are issuable in denominations of $10 and 
integral multiples thereof and bear simple interest at the rate of 10% per annum calculated annually 
not in advance. 

(iv) Contributed surplus 

The contributed surplus of $26 as at December 31, 2010 consists of the value of the discount that 
was applied pursuant to the Preferred Securities Indenture for redemption of units requested by unit 
holders of the Fund and approved by the board of directors. 

(v) Preferred units 

Authorized – Unlimited number of units 

Values for the preferred units is shown for comparative statements only as all of the outstanding 
preferred units were bought pursuant to the information in note 1 (General business).  As a result of 
this purchase the preferred units are eliminated upon consolidation for current periods. 

Except in certain circumstances the holders of preferred units are not entitled to vote on any matter 
pertaining to the Fund.  The holders of preferred units may vote separately as a class, where the 
matter for which approval is being sought is to amend the rights, privileges, restrictions and 
conditions attaching to the preferred units.  The holders of the preferred units, in priority to the 
common units, shall be entitled to receive out of the distribution cash flow of the Trust properly 
applicable to the payment of distributions, fixed preferential cumulative cash distributions at the rate 
of $0.8333 per preferred unit, per month.  In addition to such fixed preferential cumulative 
distributions, the holders of the preferred units shall be entitled to receive non-cumulative 
distributions when declared by the Trustees. 

(vi) Common units 

Authorized – Unlimited number of units 

Values for the common units is shown for comparative statements only as all of the outstanding 
preferred units were bought pursuant to the information in note 1 (General business).  As a result of 
this purchase the common units are eliminated upon consolidation for current periods. 

The holders of common units are entitled to vote and are entitled to receive non-cumulative 
distributions when declared by the Trustees. 

 

 

 

[remainder of page intentionally left blank] 
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(vii) Distributions and dividends to unit holders, security holders and shareholders 

 Preferred 

securities 

 Series "A" 

shares 

 Common 

shares 

 Preferred 

trust units 

 Common 

trust units  Totals 

Dividends/distributions unpaid - opening 422          2              -          -          -          424          

Dividends/distributions declared 1,269       5              -          -          -          1,274       

Dividends/distributions paid/reinvested 1,269       5              -          -          -          1,274       

Dividends/distributions unpaid 422          2              -          -          -          424          

 Preferred 

securities 

 Series "A" 

shares 

 Common 

shares 

 Preferred 

trust units 

 Common 

trust units  Totals 

Dividends/distributions unpaid - opening -          -          -          403          990          1,393       

Dividends/distributions declared 2,115       7              -          1,182       -          3,304       

Dividends/distributions paid/reinvested 1,693       5              -          1,585       990          4,273       

Dividends/distributions unpaid 422          2              -          -          -          424          

For the nine months ended September 30, 2011

For the three months ended September 30, 2011

 
 
For the three months to September 30, 2011 Mosaic Capital declared dividends on preferred 
securities of $1,269 (2010 - $Nil) and on series "A" shares of $5 (2010 - $Nil).  Also during this 
period Mosaic Capital declared distributions on preferred securities of $Nil (2010 - $865) and on 
common trust units of $Nil (2010 - $Nil). 

For the three months to September 30, 2011 Mosaic Capital paid dividends to preferred security 
holders in the amount of $791 (2010 - $Nil) and dividends to series "A" shareholders of $5 (2010 - 
$Nil).  Also during this period Mosaic Capital paid distributions to preferred unitholders of $Nil (2010 
- $861) and on common trust units of $Nil (2010 - $Nil). For the three months to September 30, 2011 
Mosaic Capital security holders reinvested $478 (2010 - $467) of dividends as part of the DRIP 
program. 

For the nine months to September 30, 2011 Mosaic Capital declared dividends on preferred 
securities of $2,115 (2010 - $Nil) and on series "A" shares of $7 (2010 - $Nil).  Also during this 
period Mosaic Capital declared distributions on preferred trust units of $1,182 (2010 - $2,564) and 
on common trust units of $Nil (2010 - $Nil). 

For the nine months to September 30, 2011 Mosaic Capital paid dividends to preferred security 
holders in the amount of $1,314 (2010 - $Nil) and dividends to series "A" shareholders of $5 (2010 - 
$Nil).  Also during this period Mosaic Capital paid distributions to preferred trust unitholders of $699 
(2010 - $1,182) and distributions to common trust units of $990 (2010 - $540).  For the nine months 
to September 30, 2011 Mosaic Capital security holders reinvested $801 (2010 - $1,382) of 
dividends as part of the DRIP program. 

(viii) Redemptions of preferred securities 

During the three month period ended September 30, 2011 Mosaic Capital purchased 21,900 
preferred securities at a total cost of $182.  These securities were subsequently cancelled.  This 
transaction was undertaken to mitigate any dilution that would have been created by the issuance of 
series "A" shares upon exercise of options exercised in the quarter ended June 30, 2011. 
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19. EARNINGS PER SHARE 

For purposes of this calculation the prior period common units and preferred securities have been 
converted into the equivalent number of common shares of Mosaic Capital to provide the calculation of 
earnings per common share as follows. 

2011 2010 2011 2010

Basic and diluated net income available per common share from 

income from continuing operations (0.07)$       0.16$         (0.38)$       0.12$         

Basic and diluted net income available per common share from 

discontinued operations -$          -$          -$          -$          

Basic and diluted net income available per common share from 

income and comprehensive income (0.07)$       0.16$         (0.38)$       0.12$         

Weighted average number of common shares outstanding 8,137,848  5,066,048  5,346,304  5,060,486  

3 Months Ended 9 Months Ended

September 30, September 30,

 
20. STOCK OPTIONS 

The board of directors of Mosaic Capital adopted a share based compensation plan which was approved 

by the holders of preferred units of the Fund and holders of common shares of First West at the meetings 

of First West and the Fund to approve the Arrangement.  The Mosaic Capital share-based compensation 

plan is intended to afford persons who provide services to Mosaic Capital with an opportunity to obtain a 

proprietary interest in Mosaic Capital and to assist in attracting as well as retaining and encouraging the 

continued involvement of such persons with Mosaic Capital.  The Mosaic Capital share-based 

compensation plan permits the granting of equity incentive awards, including Mosaic Capital options, 

stock appreciation rights, restricted stock, restricted stock units, performance awards and other 

share-based awards to directors, officers, employees and consultants of Mosaic Capital and its 

subsidiaries.  The number of Mosaic Capital common shares that will be available for issuance under the 

shared-based compensation plan will not exceed 10% of the issued and outstanding Mosaic Capital 

common shares on a "rolling" basis.  The term "rolling" means that as the outstanding capital of Mosaic 

Capital increases from time to time by the issuance of Mosaic Capital common shares, whether due to the 

exercise of Mosaic Capital units, options or otherwise, the number of Mosaic Capital common shares 

eligible to be issued under the Mosaic Capital share-based compensation plan will automatically increase 

to 10% of the then issued and outstanding Mosaic Capital common shares. 

Immediately prior to the completion to the Arrangement, First West had outstanding options to purchase 

1,525,000 common shares of First West (the "First West Options").  Pursuant to the terms of the 

Arrangement, the First West Options were exchanged for Mosaic Capital unit options on a basis so as to 

put the holders in materially the same economic position as they were prior to the Arrangement.  The 

Mosaic Capital unit options entitle the holders to receive the same mix of preferred securities and common 

shares as holders of common shares of First West received under the Arrangement, namely 0.154 

common shares per option and 0.077 series "A" shares per option (the series "A" shares are redeemable 

for preferred securities). Upon completion of the Arrangement 1,525,000 Mosaic Capital unit options were 

issued which entitled the holders thereof to acquire, in aggregate, 234,850 common shares of Mosaic 

Capital and 117,425 series "A" shares of Mosaic Capital.  These options are issued under, and subject to, 

the Mosaic Capital share-based compensation plan.  Particulars concerning the outstanding Mosaic 

Capital unit options are set forth below: 
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Activity

 Number of 

Common Shares 

for issue under 

Options 

 Weighted 

Exercise 

Price 

 Number of Series 

"A" Shares for 

issue under 

Options 

 Weighted 

Exercise 

Price 

Outstanding May 1, 2011 234,850             3.51$       117,425               7.00$         

Granted -                    -$         -                      

Exercised -                    -$         (20,790)                

Cancelled -                    -$         -                      

Outstanding September 30, 2011 234,850             3.51$       96,635                 7.11$         

 
The following tables indicate the dates upon which the Mosaic Capital common shares and series "A" 
shares, as the case may be, cease to be able to be obtained upon exercise of Mosaic Capital unit options 
due to the expiry thereof.  The number of common shares and series "A" shares underlying the options is 
indicated in the tables. 

 Number of 

Common Shares for 

issue under Options  Price Expiry Date

192,500                3.25$               Jun 6, 2017

30,800                  4.87$               Aug 22, 2017

11,550                  4.12$               Dec 31, 2017

234,850                Total

 Number of Series 

"A" Shares for 

issue under Options  Price Expiry Date

75,460                  6.49$               Jun 6, 2017

15,400                  9.74$               Aug 22, 2017

5,775                    8.25$               Dec 31, 2017

96,635                  Total

 
Mosaic Capital did not issue any securities for stock based compensation during the three month period 
ending September 30, 2011 or September 30, 2010. 

21. SEGMENTED INFORMATION 

Real Estate – a portfolio of income producing commercial and industrial real estate assets in Lethbridge 
Alberta, Fort McMurray Alberta, Regina Saskatchewan and Saskatoon Saskatchewan to which 
management is conducting activities to provide fundamental value growth. 

Industrial – a portfolio of businesses that have a history of generating cash flow from their operations in 

niche markets;  Printing Unlimited L.P. (100% ownership) ("Printing Unlimited"), Allied Cathodic Services 

L.P. (80% ownership) ("Allied Cathodic"), Polar Geomatic Solutions L.P. (90% ownership) ("Polar") and 

Remote Waste L.P. (75% ownership) ("Remote Waste").  Printing Unlimited is based in Fort McMurray, 

Alberta, and prints marketing and promotional materials, annual reports, operation manuals and 
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handbooks, safety tags, stationary, carbonless forms, and photocopies.  Allied Cathodic is based in 

Estevan, Saskatchewan, and installs, maintains and replaces cathodic protection systems for oil and gas 

production facilities in southeast Saskatchewan and southwest Manitoba.  Polar is based in Red Deer, 

Alberta, and provides a web based, proprietary landowner information database system.  The system is 

used primarily by pipeline companies to simplify compliance with stakeholder notification and emergency 

response planning requirements under applicable legislation.  Remote Waste is based in Sexsmith, 

Alberta, and manufactures and leases biological sewage treatment units used for remote work camps. 

Non-segmented – this area covers all of the cost centres of Mosaic Capital that would not be included in 
the segments above and primarily relates to corporate expenses that are not allocated to the Industrial and 
Real Estate segments. 
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Segment ed  Income and  Expenses

Sept 30, Dec 31, Jan 1, Sept 30, Dec 31, Jan 1, Sept 30, Dec 31, Jan 1, Sept 30, Dec 31, Jan 1, Sept 30, Dec 31, Jan 1,

In thousands of Canadian dollars 2011 2010 2010 2011 2010 2010 2011 2010 2010 2011 2010 2010 2011 2010 2010

A sset s

Current assets

Cash and cash equivalents 6,845$      10,395$     9,154$       10,488$    -$          -$          17,333$     10,395$     9,154$       66$            -$          -$          17,399$     10,395$     9,154$       

Restricted cash 120            121             -            10               -            -            130            121             -            -            -            -            130            121             -            

Accounts receivable 4,968        4,386        4,479        76              -            -            5,044        4,386        4,479        8                -            -            5,052         4,386        4,479        

Inventory 1,070         553            256            -            -            -            1,070         553            256            -            -            -            1,070         553            256            

Deposits and prepaid expenses 45              85              42              253            -            -            298           85              42              207            -            -            505            85              42              

Loan receivable -            -            -            305            -            -            305            -            -            -            -            -            305            -            -            

Income taxes recoverable -            -            263           -            -            -            -            -            263           -            -            -            -            -            263           

Total current assets 13,048      15,540       14,194       11,132        -            -            24,180      15,540       14,194       281            -            -            24,461      15,540       14,194       

Non-current assets

Property held for development -            -            -            931            -            -            931            -            -            -            -            -            931            -            -            

Income producing propert ies -            -            -            24,445      -            -            24,445      -            -            -            -            -            24,445      -            -            

Investments 31               -            -            -            -            -            31               -            -            (31)             -            -            -            -            -            

Property, plant and equipment 4,462        4,496        4,668        18               -            -            4,480        4,496        4,668        42              -            -            4,522        4,496        4,668        

Employee share purchase plan -            -            -            -            -            -            -            -            -            392           -            -            392           -            -            

Goodwill and other intangible assets 17,752        18,426      19,092      33              -            -            17,785        18,426      19,092      1                 -            -            17,786       18,426      19,092      

Total non-current assets 22,245      22,922     23,760      25,427      -            -            47,672      22,922     23,760      404           -            -            48,076      22,922     23,760      

Total assets 35,293$    38,462$   37,954$    36,559$    -$          -$          71,852$     38,462$   37,954$    685$          -$          -$          72,537$     38,462$   37,954$    

Liab il it ies

Current liabilit ies

Accounts payable and accrued liabilit ies 1,795$        1,456$       2,163$       156$           -$          -$          1,951$        1,456$       2,163$       64$            -$          -$          2,015$       1,456$       2,163$       

Dividends payable -            1,393         1,073         -            -            -            -            1,393         1,073         424           -            -            424           1,393         1,073         

Due to (from) related part ies (3,220)      -            111              -            -            -            (3,220)      -            111              3,220        -            -            -            -            111              

Current port ion of mortgages payable -            -            -            295            -            -            295            -            -            -            -            -            295            -            -            

Current port ion of notes payable 313            294           371             -            -            -            313            294           371             -            -            -            313            294           371             

Total current liabilit ies (1,112)         3,143         3,718         451             -            -            (661)           3,143         3,718         3,708        -            -            3,047        3,143         3,718         

Non-current liabilit ies

Notes payable 328           293           172             -            -            -            328           293           172             -            -            -            328           293           172             

M ortgages payable -            -            -            6,522        -            -            6,522        -            -            -            -            -            6,522        -            -            

Security deposits -            -            -            118             -            -            118             -            -            -            -            -            118             -            -            

Total non-current liabilit ies 328           293           172             6,640        -            -            6,968        293           172             -            -            -            6,968        293           172             

Total Liabilit ies (784)          3,436        3,890        7,091         -            -            6,307        3,436        3,890        3,708        -            -            10,015        3,436        3,890        

Shareho lder/ U nit ho lder Equit y

Preferred securit ies -            -            -            -            -            -            -            -            -            45,019       -            -            45,019       -            -            

Series " A"  shares -            -            -            -            -            -            -            -            -            135             -            -            135             -            -            

Common shares -            -            -            29,251       -            -            29,251       -            -            (12,308)     -            -            16,943      -            -            

Preferred trust units 32,877      32,338     30,728      -            -            -            32,877      32,338     30,728      (32,877)     -            -            -            32,338     30,728      

Contributed surplus -            26              -            -            -            -            -            26              -            -            -            -            -            26              -            

Common trust units 16               16               16               -            -            -            16               16               16               (16)             -            -            -            16               16               

Non-controlling interest 4,488        4,674        4,747         -            -            -            4,488        4,674        4,747         -            -            -            4,488        4,674        4,747         

Def icit (1,304)       (2,028)      (1,427)        217             -            -            (1,087)        (2,028)      (1,427)        (2,976)       -            -            (4,063)      (2,028)      (1,427)        

Total Equity attributable to equity holders 36,077      35,026      34,064     29,468     -            -            65,545       35,026      34,064     (3,023)      -            -            62,522      35,026      34,064     

Total liabilit ies and shareholder/unitholder equity 35,293$    38,462$   37,954$    36,559$    -$          -$          71,852$     38,462$   37,954$    685$          -$          -$          72,537$     38,462$   37,954$    

Segments Sub-Total as atIndustrial as at Real Estate as at Consolidated as atNon-Segmented as at
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Segment ed  Income and  Expenses

Three months Ended Three months Ended Three months Ended

In thousands of Canadian dollars 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

R evenue 6,132$   6,118$      15,483$ 14,527$  636$      -$       1,061$    -$       6,768$   6,118$    16,544$ 14,527$  -$       -$       -$       -$       6,768$   6,118$    16,544$ 14,527$  

Operat ing expenses 4,280    3,627       11,245    9,479     257         -         513         -         4,537     3,627     11,758     9,479     505         -         818         -         5,042     3,627     12,576    9,479     

Operat ing  income 1,852      2,491       4,238    5,048     379        -         548        -         2,231     2,491     4,786     5,048     (505)       -         (818)       -         1,726      2,491     3,968    5,048     

Amort izat ion of buildings -         -           -         -         92          154         92          -         154         -         -         -         -         -         92          -         154         -         

Amort izat ion of tangible assets 175          192           504        525         1              -         2             -         176         192         506        525         5             -         5             -         181          192         511          525         

Amort izat ion of intangible assets 242        225          706        676        -         -         -         -         242        225        706        676        -         -         -         -         242        225        706        676        

Loss on sale of equipment 15            3               24          8             25           -         25           -         40          3             49          8             -         -         -         -         40          3             49          8             

432        420          1,234     1,209     118          -         181          -         550         420        1,415       1,209     5             -         5             -         555         420        1,420     1,209     

Income ( loss)  bef ore f inance 1,420     2,071        3,004    3,839    261         -         367        -         1,681      2,071      3,371      3,839    (510)        -         (823)      -         1,171        2,071      2,548     3,839    

Finance income 3             (18)            15            6             -         -         -         -         3             (18)          15            6             -         -         -         -         3             (18)          15            6             

Finance expense 10           11              21           22          78           -         151          -         88          11            172         22          (1)            -         (1)            -         87           11            171          22          

(7)            (29)           (6)           (16)          (78)         -         (151)         -         (85)         (29)         (157)        (16)          1              -         1              -         (84)         (29)         (156)        (16)          

Income ( loss)  bef ore o t her it ems 1,413      2,042      2,998    3,823    183         -         216         -         1,596      2,042    3,214     3,823    (509)       -         (822)      -         1,087      2,042    2,392    3,823    

Other income and expenses

      Reorganizat ion costs -         -           -         -         -         -         -         -         -         -         -         -         32          -         552         -         32          -         552         -         

Income (loss) from continuing operat ions 1,413      2,042      2,998    3,823    183         -         216         -         1,596      2,042    3,214     3,823    (541)        -         (1,374)    -         1,055      2,042    1,840     3,823    

Income (loss) from discontinuing operat ions -         -           -         -         (2)           (11)           (2)           -         (11)           -         -         -         -         -         (2)           -         (11)           -         

Income ( loss)  bef ore t ax 1,413      2,042      2,998    3,823    181          -         205        -         1,594      2,042    3,203    3,823    (541)        -         (1,374)    -         1,053      2,042    1,829     3,823    

Income tax expense

Current -         13             -         -         -         -         -         -         -         13           -         -         -         -         -         -         -         13           -         -         

Deferred -         -           -         -         -         -         -         -         -         -         -         -         -         -         -         -         -         -         -         -         

1,413$    2,029$    2,998$  3,823$  181$        -$       205$      -$       1,594$    2,029$  3,203$  3,823$  (541)$      -$       (1,374)$  -$       1,053$    2,029$  1,829$   3,823$  

Income ( loss)  and  comprehensive 

income ( loss)

Segments Sub-Total

Nine months Ended

September 30, September 30,

Industrial Real Estate

Three months Ended Nine months Ended

September 30, September 30,

Three months Ended Nine months Ended

September 30, September 30,

Consolidated

Nine months Ended

September 30, September 30,

Non-Segmented

Nine months Ended

September 30, September 30,
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22. CONSOLIDATED ENTITIES 

Country of

Parent Entity Incorporation September 30, 2011 December 31, 2010

Mosaic Capital Corporation Canada

Significant Cash Generating Units

Mosaic Diversified Income Fund Canada 100.00% 0.00%

First West Properties Ltd. Canada 100.00% 0.00%

Ownership Interest

 

23. NON-CONTROLLING INTEREST 

Non-controlling interest consists of the capital contributions and accumulated earnings of the minority 
partners in investments of the Fund and First West, less distributions to those minority partners. 

During the three months ended September 30, 2011, $318 (September 30, 2010 - $362) of Mosaic 
Capital's net income was allocated to non-controlling interests and $Nil (September 30, 2010 - $140) of 
cash distributions were paid to holders of non-controlling interest. 

During the nine months ended September 30, 2011, $571 (September 30, 2010 - $641) of Mosaic 
Capital's net income was allocated to non-controlling interests and cash distributions of $763 (September 
30, 2010 - $591) were paid to holders of the non-controlling interests. 

24. PERSONNEL EXPENSES 

The aggregate consolidated payroll expense of employees, officers and directors was as follows: 

2011 2010 2011 2010

Salaries 2,247$            1,526$            5,931$            4,320$            

Unit-based compensation (i) -$                -$                -$                -$                

Three months ended

September 30,

Nine months ended

September 30,

 

(i) Represents the amortization of share-based compensation associated with unit options granted to 
all employees, officers and directors as recorded in the condensed interim consolidated financial 
statements as well as the value of any preferred or common units sold to employees, directors or 
executive management, or their families, at less than fair value, if any. 

(ii) As at September 30, 2011, Mosaic Capital has not capitalized any general and administrative 
expenses.  Key management personnel include executive officers and non-executive directors.  
Executive officers are paid a salary and are eligible to participate in Mosaic Capital's option 
program.  The executive officers include the Chief Executive Officer, President, Executive Vice 
President and Vice Presidents.  Non-executive directors may also participate in Mosaic Capital's 
option program.  Key management personnel compensation is comprised of the following:  
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2011 2010 2011 2010

Salaries 202$               62$                 542$               185$               

Unit-based compensation (i) -$                -$                -$                -$                

Three months ended

September 30,

Nine months ended

September 30,

 
(i) Represents the amortization of share-based compensation associated with unit options granted to 

executive officers and non-executive directors as recorded in the condensed interim consolidated 
financial statements as well as the value of any preferred or common units sold to executive 
management or non-executive directors or their families at less than fair value, if any. 

25. OPERATING EXPENSES 

2011 2010 2011 2010

Operating expenses 5,042$            3,627$            12,576$          9,479$            

Total operating expenses 5,042$            3,627$            12,576$          9,479$            

Three months ended

September 30,

Nine months ended

September 30,

 

Operating expenses include cost of sales as well as all general & administrative expenses. 

26. FINANCE INCOME AND EXPENSES 

2011 2010 2011 2010

Finance income

Interest income on cash and cash 

equivalents 3$                     (18)$           15$                   6$                     

Finance expenses

Interest expense on notes payable 87                     11               171                   22                     

(84)$                  (29)$           (156)$               (16)$                  

Three months ended

Net finance income (expense) 

recognized in profit or loss

September 30,

Nine months ended

September 30,
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27. INCOME TAX EXPENSE 

Reconciliation of effective tax rate: 

2011 2010 2011 2010

Profit before income tax 1,053$          2,042$          1,829$          3,823$          

Statutory tax rate 26.50% 28.00% 26.50% 29.00%

Expected income tax recovery 279              572              485              1,109            

Change in statutory tax rates -               -               -               -               

Non-taxable entities (279)             (572)             (485)             (1,109)           

Unit-based compensation -               -               -               -               

Total income tax expense (recovery) -$             -$             -$             -$             

Effective tax rate 0.00% 0.00% 0.00% 0.00%

Three months ended

September 30,

Nine months ended

September 30,

 
Recognized deferred tax assets and liabilities: 

Deferred tax assets and liabilities are attributable to the following: 

2011 2010

Deferred tax liabilities

Property, plant and equipment 4,522$          4,649$          

Intangible assets 17,786          18,546          

Less deferred tax assets

Unamortized share issuance costs -               -               

Non-capital losses -               -               

Net deferred tax asset -$             -$             

Period ended

September 30,

 

Mosaic Capital has available the following estimated non-capital loss carry forwards for which a deferred 
tax asset has been recognized in the condensed interim consolidated financial statements: 

Year of Expiry Amount

2029 -$                      

2030 -                        

2031 -                        

-$                      
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28. SUPPLEMENTAL CASH FLOW INFORMATION 

Change in non-cash operating working capital: 

2011 2010 2011 2010

Accounts receivable (1,760)$       (862)$          (666)$          368$           

Prepaids 50              (20)             (420)            (79)             

Inventory (440)            (75)             (517)            (137)            

Income taxes recoverable -             -             -             263             

Accounts payable and acrued liabilities 815             85              559             203             

Dividends/Distributions payable -             3                (295)            (784)            

Other (28)             (312)            (42)             (433)            

(1,363)$       (1,181)$       (1,381)$       (599)$          

Three months ended

September 30,

Nine months ended

September 30,

 

Other information: 

2011 2010 2011 2010

Interest received 3$                (18)$             15$              6$                

Interest paid 87                11                171              22                

Taxes paid 13                -               

Taxes recovered -$             -$             -$             -$             

Three months ended

September 30,

Nine months ended

September 30,

 

Cash and cash equivalents are comprised of the following: 

September 30, 2011 December 31, 2010

Bank balances 10,899$                 6,198$                   

Government T-Bill's or Bank GIC's 6,500                    4,197                    

17,399$                 10,395$                 

 
29. RELATED PARTY TRANSACTIONS 

Consulting fees in the amount of $36 were paid for the three months to September 30, 2011 and in the 
amount of $114 were paid for the nine months to September 30, 2011 to a company controlled by a 
director of Mosaic Capital (formerly a trustee of the Fund) in the course of business related to Mosaic 
Capital.  Consulting fees in the amount of $Nil were paid for the three months to September 30, 2011 and 
$100 were paid for the nine months to September 30, 2011 to a company controlled by one the officers of 
Mosaic Capital (formerly an officer of the administrator of the Fund) in the course of business related to the 
Arrangement.  

Directors, officers and key employees (collectively "employee(s)") of Mosaic Capital are eligible to 
participate in the ESPP.  Under the ESPP, employees who have been invited to participate in the ESPP 
may contribute up to such amount as is determined by Mosaic Capital.  The amount (if any) then 
contributed by the employee is matched by Mosaic Capital through a matching loan (the "Loan") secured 
by a promissory note bearing interest at 1% and repayable by the employee over a term not to exceed five 
years.  The employee contribution together with the funds loaned by Mosaic Capital are then provided to 
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the trustee of the ESPP and the trustee uses such funds to purchase common shares of Mosaic Capital 
through the facilities of the TSX Venture Exchange.  The trustee, or its agent, is responsible for 
determining the pricing and timing of purchases of the common shares. The common shares purchased 
on behalf of an employee are held as security for their Loan.  Should the employee's position terminate 
with Mosaic Capital then their Loan is repayable, subject to certain exceptions, within 30 days of the 
termination date.  Should the common shares be sold by the employee the proceeds of such sale shall 
first be applied in repayment of the Loan and then any remaining balance remitted to the employee.  If 
any dividends or other distributions are paid on the common shares held under the Plan for the benefit of 
the employee, the proceeds are used to reduce the Loan made to such employee.  

The outstanding amount of loans under the ESPP was $392 as at September 30, 2011 (2010 - $Nil).  

Related party transactions are in the normal course of operations and are recorded at the exchange 
amount, which management believes to be at market rates, and under normal terms and conditions. 

30. COMMITMENTS 

Mosaic Capital has commitments under operating leases for office and shop space and equipment.  
Amounts to be paid under these leases are approximately as follows: 

Year Amount

2011 146$                     

2012 667                       

2013 281                       

2014 120                       

2015 12                         

1,226$                   

 
Mosaic Capital has commitments under mortgages on income producing properties.  Amounts to be paid 
under these mortgages are approximately as follows: 

Year Amount

2011 157$                     

2012 626                       

2013 626                       

2014 626                       

2015 4,782                    

6,817$                   

 
31. SUBSEQUENT EVENTS 

On October 15, 2011 Mosaic Capital paid a dividend of $265 to holders of preferred securities and $2 to 
holders of Class "A" shares that were outstanding as of September 30, 2011.  An additional dividend was 
declared as of October 31, 2011 in the amount of $422 to holders of preferred securities and $2 to holders 
of class "A" shares and was paid or satisfied pursuant to the DRIP on November 15, 2011.  An additional 
dividend was declared as of November 30, 2011 in the amount of $422 to holders of preferred securities 
and $2 to holders of class "A" shares and will be paid or satisfied pursuant to the DRIP on December 15, 
2011. 

On November 9, 2011 Mosaic Capital sold property held by its real estate segment in Saskatoon, 
Saskatchewan for aggregate consideration of $4,875. 

On November 18, 2011 Mosaic Capital sold 3.16 acres of raw land held by its real estate segment in 
Lethbridge, Alberta for aggregate consideration of $507. 
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32. COMPARATIVE FIGURES 

Certain of the comparative figures have been reclassified to conform to the consolidated interim financial 
statement presentation adopted in the current period. 

33. TRANSITION TO IFRS 

As stated in Summary of Significant Accounting Policies note (a), these are Mosaic Capital's first 
condensed interim consolidated financial statements prepared in accordance with IFRS. 

The policies set out in the Summary of Significant Accounting Policies section have been applied in 
preparing the condensed interim consolidated financial statements for the nine months ended September 
30, 2011, the comparative information presented in these condensed interim consolidated financial 
statements for the year ended December 31, 2010 and the nine months ended September 30, 2010 and in 
the preparation of an opening IFRS balance sheet at January 1, 2010 (Mosaic Capital's date of transition). 

Mosaic Capital has followed the recommendations in IFRS-1 "First-time adoption of IFRS", in preparing its 
transitional statements.  IFRS-1 provided specific one-time choices and mandates specific one-time 
exceptions with respect to first-time adoption of IFRS. 

Choices available at first-time adoption 

a) Property, plant and equipment – IFRS 1 provides a choice between measuring property and 
equipment at its fair value at the date of transition and using those amounts as deemed cost or using 
the historical valuation under the prior GAAP.  Mosaic Capital has decided to continue to apply the 
cost model for property, plant and equipment and has not restated property, plant and equipment to 
fair value under IFRS.  The historical bases under Canadian GAAP have been designated as the 
deemed cost under IFRS at Transition Date. 

b) Business combinations – IFRS 3, Business Combinations (CICA Section 1582) may be applied 
retrospectively or prospectively.  The retrospective basis would require restatement of all business 
combinations that occurred prior to January 1, 2010.  Mosaic Capital has elected not to 
retrospectively apply IFRS 3 to business combinations that occurred prior to January 1, 2010 and 
such business combinations will not be restated.  Any goodwill arising on such business 
combinations before January 1, 2010 will not be adjusted from the carrying value previously 
determined under Canadian GAAP as a result of applying these exemptions except as required 
under IFRS 1.  However, Mosaic Capital has early adopted CICA Section 1582 effective January 1, 
2010. 

Exceptions that are mandated by IFRS-1 

a) Hedge accounting – Hedge accounting can only be applied prospectively from January 1, 2010 to 
transactions that satisfy the hedge accounting criteria in IAS 39 at that date.  Hedging relationships 
cannot be designated retrospectively and the supporting documentation cannot be created 
retrospectively.  There was no material transaction impact under this exception. 

b) Estimates – IFRS-1 prohibits use of hindsight to create or revise previous estimates.  The 
estimates Mosaic Capital previously made under Canadian GAAP have not been revised for 
application of IFRS. 

In preparing its opening IFRS balance sheet, Mosaic Capital has adjusted amounts reported previously in 
financial statements prepared in accordance with Canadian generally accepted accounting principles 
(Canadian GAAP).  An explanation of how the transition from Canadian GAAP to IFRS has affected 
Mosaic Capital's financial position, financial performance and cash flows is set out in the following tables 
and the additional notes that accompany the tables. 
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Reconciliation of condensed interim consolidated balance sheet as at January 1, 2010 from Canadian 
GAAP to IFRS: 

 Canadian 

GAAP 

 Reclassification 

upon transition 

to IFRS 

 Effect of 

transition to 

IFRS  IFRS 

ASSETS

Current assets

 Cash and cash equivalents 9,154$             -$                     -$               9,154$            

 Accounts receivable 4,479               -                       -                 4,479              

 Inventory 256                  -                       -                 256                 

 Deposits and prepaid expenses 42                     -                       -                 42                    

 Income taxes recoverable 263                  -                       -                 263                 

Total current assets 14,194             -                       -                 14,194            

Non-current assets

 Property and equipment 4,668               -                       -                 4,668              

 Goodwill and other intangible 17,842             -                       1,250             19,092            

Total non-current assets 22,510             -                       1,250             23,760            

Total assets 36,704$          -$                     1,250$          37,954$         

LIABILITIES AND EQUITY

Current liabilities

 Accounts payable and accrued 913$                1,250$          2,163$            

 Distributions payable 1,073               1,073              

 Due to related parties 111                  111                 

 Current portion of notes payable 371                  371                 

Total current liabilities 2,468               -                       1,250             3,718              

Non-current liabilities

 Notes payable 172                  172                 

 Non-controlling interest 4,747               (4,747)                  -                  

Total non-current liabilities 4,919               (4,747)                  -                 172                 

Total Liabilities 7,387               (4,747)                  1,250             3,890              

Equity

 Preferred trust units 30,728             30,728            

 Common trust units 16                     16                    

 Non-controlling interests -                   4,747                   4,747              

 Deficit (1,427)              (1,427)             

29,317             4,747                   -                 34,064            

36,704$          -$                     1,250$          37,954$         
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Reconciliation of condensed interim consolidated balance sheet as at September 30, 2010 from Canadian 
GAAP to IFRS: 

 Canadian 

GAAP 

 Reclassification 

upon transition 

to IFRS 

 Effect of 

transition to 

IFRS  IFRS 

ASSETS

Current assets

 Cash and cash equivalents 9,836$             -$                     -$               9,836$            

 Accounts receivable 4,111               -                       -                 4,111              

 Inventory 393                  -                       -                 393                 

 Deposits and prepaid expenses 121                  -                       -                 121                 

 Income taxes recoverable -                   -                       -                 -                  

Total current assets 14,461             -                       -                 14,461            

Non-current assets

 Property and equipment 4,649               -                       -                 4,649              

 Goodwill and other intangible 18,546             -                       -                 18,546            

Total non-current assets 23,195             -                       -                 23,195            

Total assets 37,656$          -$                     -$               37,656$         

LIABILITIES AND EQUITY

Current liabilities

 Accounts payable and accrued 1,041$             -$               1,041$            

 Distributions payable 289                  289                 

 Due to related parties -                   -                  

 Current portion of notes payable 255                  255                 

Total current liabilities 1,585               -                       -                 1,585              

Non-current liabilities

 Notes payable 382                  382                 

 Non-controlling interest 4,497               (4,497)                  -                  

Total non-current liabilities 4,879               (4,497)                  -                 382                 

Total Liabilities 6,464               (4,497)                  -                 1,967              

Equity

 Preferred trust units 31,985             31,985            

 Common trust units 16                     16                    

 Non-controlling interests -                   4,497                   4,497              

 Deficit (809)                 (809)                

31,192             4,497                   -                 35,689            

37,656$          -$                     -$               37,656$         
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Reconciliation of condensed interim consolidated balance sheet as at December 31, 2010 from Canadian 
GAAP to IFRS: 

 Canadian 

GAAP 

 Reclassification 

upon transition 

to IFRS 

 Effect of 

transition to 

IFRS  IFRS 

ASSETS

Current assets

 Cash and cash equivalents 10,516$          -$                     -$               10,516$         

 Accounts receivable 4,386               -                       -                 4,386              

 Inventory 553                  -                       -                 553                 

 Deposits and prepaid expenses 85                     -                       -                 85                    

 Income taxes recoverable -                   -                       -                 -                  

Total current assets 15,540             -                       -                 15,540            

Non-current assets

 Property and equipment 4,496               -                       -                 4,496              

 Goodwill and other intangible 18,426             -                       -                 18,426            

Total non-current assets 22,922             -                       -                 22,922            

Total assets 38,462$          -$                     -$               38,462$         

LIABILITIES AND EQUITY

Current liabilities

 Accounts payable and accrued 1,456$             -$               1,456$            

 Distributions payable 1,393               1,393              

 Due to related parties -                   -                  

 Current portion of notes payable 294                  294                 

Total current liabilities 3,143               -                       -                 3,143              

Non-current liabilities

 Notes payable 293                  293                 

 Non-controlling interest 4,674               (4,674)                  -                  

Total non-current liabilities 4,967               (4,674)                  -                 293                 

Total Liabilities 8,110               (4,674)                  -                 3,436              

Equity

 Preferred trust units 32,364             (26)                       32,338            

 Contributed surplus 26                         26                    

 Common trust units 16                     16                    

 Non-controlling interests -                   4,674                   4,674              

 Deficit (2,028)              (2,028)             

30,352             4,674                   -                 35,026            

38,462$          -$                     -$               38,462$         
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Reconciliation of condensed interim consolidated statement of income and comprehensive income for the 
nine months ended September 30, 2010: 

 Canadian 

GAAP 

 

Reclassification 

upon transition 

to IFRS 

 Effect of 

transition to 

IFRS  IFRS 

Revenue 14,527$         14,527$         

Operating expenses 9,479             9,479             

5,048             -                      -                   5,048             

Expenses

 Amortization of tangible assets 525                 525                 

 Amortization of intangible assets 676                 676                 

 Loss on sale of equipment 8                     8                     

 Long-term incentive plan -                  -                  

1,209             -                      -                   1,209             

Net operating income 3,839             -                      -                   3,839             

Finance income 6                     6                     

Finance expense 22                   22                   

Income before income tax 3,823             -                      -                   3,823             

Income tax expense (recovery)

 Current -                  -                      -                   -                  

 Deferred -                  -                      -                   -                  

3,823$           -$                   -$                 3,823$           

Income and comprehensive income attributable to:

 Unit holders 3,182$           -$                   -$                 3,182$           

 Non-controlling interest 641                 -                      -                   641                 

3,823$           -$                   -$                 3,823$           

 Income and comprehensive 

income for the period 
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Reconciliation of condensed interim consolidated statement of income and comprehensive income for the 
period ended December 31, 2010: 

 Canadian 

GAAP 

 Reclassification 

upon transition 

to IFRS 

 Effect of 

transition to 

IFRS  IFRS 

Revenue 20,384$          20,384$         

Operating expenses 13,969             13,969            

6,415               -                       -                 6,415              

Expenses

 Amortization of tangible assets 657                  657                 

 Amortization of intangible assets 981                  981                 

 Loss on sale of equipment 8                       8                      

 Long-term incentive plan -                  

1,646               -                       -                 1,646              

Net operating income 4,769               -                       -                 4,769              

Finance income 13                     13                    

Finance expense 26                     26                    

Income before income tax 4,756               -                       -                 4,756              

Income tax expense (recovery)

 Current (1)                      -                       -                 (1)                     

 Deferred -                   -                       -                 -                  

4,757$             -$                     -$               4,757$            

Income and comprehensive income attributable to:

 Unit holders 3,939$             -$                     -$               3,939$            

 Non-controlling interest 818                  -                       -                 818                 

4,757$             -$                     -$               4,757$            

 Income and comprehensive 

income for the period 
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Reconciliation of equity for the period ended September 30, 2010: 

Total equity under Canadian GAAP 31,192$         

Non-controlling interest 4,497              

Total adjustment to equity -$                

Total equity under IFRS 35,689$         

 

Reconciliation of equity for the period ended December 31, 2010: 

Total equity under Canadian GAAP 30,352$         

Non-controlling interest 4,674              

Total adjustment to equity -$                

Total equity under IFRS 35,026$         

 

Reconciliation of income and comprehensive income for the period ended September 30, 2010: 

Income under Canadian GAAP 3,823$            

Total adjustment to equity -$                

Total income under IFRS 3,823$            

 

Reconciliation of income and comprehensive income for the period ended December 31, 2010: 

Income under Canadian GAAP 3,939$            

Total adjustment to equity -$                

Total income under IFRS 3,939$            
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Reconciliation of condensed interim consolidated cash flows statement for the nine months ended 
September 30, 2010: 

 Canadian 

GAAP 

 Reclassification 

upon transition 

to IFRS 

 Effect of 

transition to 

IFRS  IFRS 

Cash and cash equivalents provided by (used in):

Cash flows from operating activities

Income for the period 3,182$             -$                     -$               3,182$            

Adjustments for: -                  

 Amortization of tangible assets 525                  525                 

 Gain on sale of equipment 8                       8                      

 Amortization of intangible assets 676                  676                 

 Accretion of notes payable 6                       6                      

 Gain on redemption of units (14)                   (14)                  

 Non-controlling interest 641                  641                 

 Change in non-cash working capital (166)                 (166)                

Net cash provided or (used) in operating activities 4,858               -                       -                 4,858              

Cash flow from investing activities

Additions to intangible assets (1,380)              (1,380)             

Additions to property and equipment (505)                 (505)                

-                   -                  

Changes in non-cash working capital -                   -                  

Net cash unused in investing activities (1,885)              -                       -                 (1,885)             

Cash flow from financing activities

Preferred trust units issued for cash -                   -                  

 (net of issuance costs) 

Repayment from related parties (186)                 (186)                

Redemption of units (124)                 (124)                

Additions to notes payable 564                  564                 

Repayment of notes payable (470)                 (470)                

Distributions to unitholders (1,050)              (1,050)             

Distributions to non-controlling 

 interests (592)                 (592)                

Changes in non-cash working capital (433)                 (433)                

Net cash from financing activities (2,291)              -                       -                 (2,291)             

Change in cash and cash equivalents 682                  -                       -                 682                 

Cash and cash equivalents, beginning

of period 9,154               9,154              

Cash and cash equivalents, end of

period 9,836$             -$                     -$               9,836$            

 Business acquisitions, net of cash 

acquired 
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Reconciliation of condensed interim consolidated cash flows statement for the period ended December 
31, 2010: 

 Canadian 

GAAP 

 Reclassification 

upon transition 

to IFRS 

 Effect of 

transition to 

IFRS  IFRS 

Cash and cash equivalents provided by (used in):

Cash flows from operating activities

Income for the period 3,939$             -$                     -$               3,939$            

Adjustments for: -                  

 Amortization of tangible assets 657                  657                 

 Gain on sale of equipment 8                       8                      

 Amortization of intangible assets 981                  981                 

 Accretion of notes payable 8                       8                      

 Deferred income taxes -                   -                  

 Long-term inventive plan -                   -                  

 Gain on redemption of units (19)                   (19)                  

 Non-controlling interest 818                  818                 

 Change in non-cash working capital 559                  559                 

Net cash provided or (used) in operating activities 6,951               -                       -                 6,951              

Cash flow from investing activities

Additions to intangible assets (1,385)              (1,385)             

Additions to property and equipment (407)                 (407)                

-                   -                  

Changes in non-cash working capital -                   -                  

Net cash unused in investing activities (1,792)              -                       -                 (1,792)             

Cash flow from financing activities

Preferred trust units issued for cash -                   -                  

 (net of issuance costs) 

Advances from related parties (111)                 (111)                

Redemption of units (234)                 (234)                

Repayment of notes payable (520)                 (520)                

Distributions to unitholders (2,340)              (2,340)             

Distributions to non-controlling 

 interests (592)                 (592)                

Changes in non-cash working capital -                   -                  

Net cash from financing activities (3,797)              -                       -                 (3,797)             

Change in cash and cash equivalents 1,362               -                       -                 1,362              

Cash and cash equivalents, beginning

of period 9,154               9,154              

Cash and cash equivalents, end of

period 10,516$          -$                     -$               10,516$         

 Business acquisitions, net of cash 

acquired 
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Explanation of transition to IFRS 

As stated in Note 2, Mosaic Capital has adopted IFRS from January 1, 2010, which is the date of transition 
to IFRS.  The accounting policies in note 3 have been applied as follows: 

 In preparing the condensed interim consolidated financial statements for the nine months ended 
September 30, 2011. 

 In preparing the comparative financial statements for the period ended December 31, 2010 and 
September 30, 2010. 

Under IFRS 1 "First time Adoption of International Financial Reporting Standards", IFRS are applied 
retrospectively at the date of transition.  IFRS 1 contains a number of optional exemptions which 
companies are permitted to apply.  Mosaic Capital did not apply any IFRS 1 exemptions and applied the 
full retrospective application of IFRS along with the mandatory exceptions under IFRS 1. 

The applicable mandatory exception in IFRS 1 applied in the conversion from Canadian GAAP to IFRS is 
"Estimates".  Hindsight is not used to create or revise estimates.  The estimates previously made by 
Mosaic Capital under Canadian GAAP were not revised for application of IFRS except where necessary to 
reflect any difference in accounting policies. 

Changes in accounting policies 

The following narratives explain the significant differences between the previous historical Canadian 
GAAP accounting policies and the current IFRS accounting policies applied by Mosaic Capital.  Only the 
differences having an impact on Mosaic Capital are described below.  The following is not a complete 
summary of all of the differences between Canadian GAAP and IFRS.  Relative to the impacts on Mosaic 
Capital, the descriptive caption next to each lettered item below corresponds to the same letter and 
descriptive caption in the tables above, which reflect the quantitative impacts from each change.  Unless 
a quantitative impact was noted below, the impact from the change was not material to Mosaic Capital. 

a) Mosaic Capital has chosen to adopt IFRS 3 – Business Combinations for an acquisition of that 
occurred on September 16, 2008.  Mosaic Capital has elected to use the IFRS exemption for any 
acquisition prior to that date, which results in no changes to the accounting for acquisitions prior to 
September 16, 2008.  As a result of the adoption of IFRS 3, Mosaic Capital has recognized a 
contingent liability relating to the earn-out clause in the purchase agreement.  The result has been 
an increase to goodwill and accrued liabilities of $1,250,000 at January 1, 2010. 

b) In accordance with IAS 27, non-controlling interest are included in equity, resulting in a 
reclassification of $4,747 January 1, 2010. 


