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Industry Profile

Aiming for the Big Leagues

League Assets Corp., a Victoria-based real estate investment company,
plans to make investors wealthy using its intergenerational wealth concept.
Through a private REIT and a series of limited partnerships, the company
is putting together a portfolio of income producing properties.

How Insurance Works
Insurance companies are really in the investment business. Your premiums
create cash pools which work to increase or reduce your premium.

2008 Who's Who
We rank the top apartment owners and managers in Canada.

Portals: A Window to New Efficiencies

Portals, a secure, seamless conduit between a website and operating
databases, have emerged as the method of choice for business information
and transactions.

New Boilers Increase Hot Water Supply
New heating and hot water boilers maximize efficiencies.

Elevators: Proprietary or Non-Proprietary
Increased competition needed in the elevator industry.

Choosing the Right Water Heater
Commercial water heaters come in many sizes and types. A little research
can help you decide which type of heater best meets your needs.

Equipping Your Laundry for Efficiency
Transforming your laundry room into a community space requires taking a
good look at the equipment and upgrading where necessary.

Multi-facts

Regulations
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“We've built League to
put investors’ needs
first. That's a big
change from the typical
Investment model.”

But, as many investors know, real estate syndication is, or can
be, a high risk investment. “There are all types of syndicators
out there that have slightly different types of properties that
they manage or develop. There are lots of bad stories and some
good stories,” say Gant, adding “I knew I could be one of the
good ones.”

Arruda was also somewhat wary of the concept saying
“I wasn’t going to be involved with something that was
taking some elderly person’s life savings without being
absolutely assured on paper that we’d have a vested interest
in not just maintaining, but continually increasing, the
value of that investment.”

In order to develop a syndication plan that would be fair to
both the investors and the managing partners, Gant developed
what is now known as League’s Investment Guarantee.

According to the guarantee, League takes no upfront
ownership or income from the property for putting the
syndication deal together. Instead, management earns its share
only when the property increases in value—but not until the
property is sold or re-financed.

“If the property increases in value, management earns
its 20 per cent of the increase; investors share in the other
80 per cent,” says Arruda. “This ensures that we only buy
properties that produce returns that attract investors from
the get go, but also have significant upside potential that can
be realized in relatively short order. “At first the two partners
offered their syndicated investments as single-property limited
partnerships. As the portfolio has grown, their members began
to look at other ways to increase the diversity of investments
as well as liquidity. To do that, League launched a private real
estate investment trust known as the IGW (Inter-Generational
Wealth) REIT.

There are other advantages stemming from the REIT, says
Arruda. “For example, while a limited partnership can be a
very advantageous investment structure — protecting investors
from liability for debt and providing very favourable tax-
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efficiency - it’s difficult to have money available in the pool
to cash out investors before the project is complete and sold or
re-financed. The REIT allows us to continue adding income-
producing properties to the pool, thus providing both diversity
and a cash reserve for investor liquidity. If an investor needs to
redeem some units, he just needs to give notice.”

A private REIT also gives investors who are tired of the
volatility of the markets a more stable investment. “Most
people are used to mutual funds and what they experience
with financial advisors,” says Gant. “We’ve built League to
put investors’ needs first. That’s a big change from the typical
investment model.” That, he says, is a stable portfolio of income-
producing properties that, unlike the stock market, doesn’t go
up or down every day.

He says the private REIT concept appeals to people who feel
they haven't had the best results from their investments, and
want to remove the day-to-day volatility from their portfolio.

The value of the properties in the IGW REIT is assessed every
three months by Altus Helyar, a leading Canadian provider
of independent real estate consulting and advisory services.
It offers services that include annual property and portfolio
valuation; acquisition and disposition services; and customized
market research and legal support.

At each quarterly revaluation period, properties that have
increased in value get reappraised by Altus Helyar. That increase
in net asset value is then divided up and added to the unit value
of the IGW REIT units.

Currently the IGW REIT units are valued at $1.083, up
from a $1 value at inception in January 2007. The units
pay a distribution of 10.05 cents per year, paid to the unit-
holders in monthly installments. When the distribution and
the increase in unit value are taken together, Gant estimates

continued on page 30
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LEAGUE BANKROLLS
$1 BILLION PROJECT

LEAGUE ASSETS CORP. recently became the banking and finance
partner for a redevelopment project in Colwood, B.C. that could exceed $1
billion. I fully buift out the 13.89 acre site would eventually have up to 3.5-million-
square-feet of residential, commercial and office space.

The site, at the corner of at Sooke Road and Goldstream Avenue, had
been designated as the city centre for the City of Colwood since 1985, but
little development has taken place on the property. Colwood is a suburb
of Victoria.

Developer Les Bjola, the owner of Turner Lane Developments and
master developer of the project, spent two and one-half years assembling
the property which had |5 different legal titles. Currently the site has a
couple of strip malls and some houses, all of which will be demolished to
make way for a high-density urban-core development. Eventually the site
could have as many as || high-rise buildings.

Bjola says he intends to remain involved in the project throughout the
development stage and has brought League into the project to act as
financiers. He expects the project to be developed in phases, with limited
partnerships being formed to finance each stage of development.

Since zoning on the site is flexible, Bjola says market forces will decide
the eventual use of the site. “We could have more commercial and less
residential or more residential and less commercial. It is purely driven by
the market.”

Bjola, who has been active in the Victoria real estate industry for
the past 25 years, is also the project developer of Bear Mountain
Resorts, a |,200-acre master-planned golf resort and spa, located just
outside Victoria.

Adam Gant, CEO of League, says the site has zoning for office, retail,
residential, hotel, and seniors” housing. Plans also include an arts and cultural

centre and some municipal buildings.

28

Although little development has taken place in the designated city
centre, Gant says it is a prime piece of urban real estate. It is bordered by
the Royal Colwood Golf and Country Club, a regional recreation centre
and 400 acres of endowment lands owned by Royal Roads University.
“It's surrounded by some fairly large green space. So you can image the
attraction of these |1 towers rising up in these surroundings,” says Gant.

There is also a CP rail line which could allow future light rail transit service
to the site.

Gant expects development will take place over 15 years. The first phase
of the project will likely involve two or three towers plus underground
parking. The development will be financed through a League-controlled
limited partnership known as CityZen LP. Given that there are || separate
building planned for the site, each building could be financed by a separate
group of investors, says Gant.

Since the project is a planned city centre, Gant says there is a lot of
potential to create a new urban environment for the city of Colwood. “It
not something where we just build it out and hope people will come. We
really have to tailor and focus each part so it meets the needs of investors
and potential tenants,” he says.

To help with that League has hired Ron Taylor; a development manager
who worked on the Canary Wharf project in London and the World
Financial Center in New York.

While the Colwood Corners redevelopment is far and away the biggest
project ever taken on by League, Gant has confidence that the company
will be able to do more projects like this in the future. “‘Since we raise the
capital, we have the flexibility to do more projects,” he says, adding: “The
sky's the limit.” m
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the total return for investors has exceeded 15 per cent per
year, a figure that he is “confident” can be maintained into
the future.

The concept of the IGW REIT is based on what League
calls “intergenerational wealth” (a term the company has
trademarked). That means it is aimed at long-term investors.
“Everyone knows we revalue the units every three months,
but we didn’t want any day traders buying up units just to sell
them weeks later,” says Arruda, “So we have had to introduce a
disadvantage to sell. Now, if you sell your units within the first
three years, you leave behind five per cent of the value of the
unit. This value stays in the REIT, so all investors gain when
day traders exit.”

That, he says, prevents people from buying units the day
before the revaluation and selling them the day after. If that
were allowed League could be forced to sell a property to meet
the redemptions. “What we have created is meant to be a long-
term, stable investment,” says Arruda.

Since the company’sinvestments, like limited partnerships,
are being put forward through an offering memorandum,
rather than a prospectus, investors from Ontario and
Quebec must qualify as accredited investors. If they do not
quality as such, securities regulations stipulate that they
must invest a minimum of $150,000. Rules for accredited
investors are available from the securities and exchange
commission in each province. People outside Ontario and
Quebec can invest any amount they choose. Arruda says
unit holders have invested anywhere from a few thousand
to a few million dollars.

Currently the REIT holds 30 properties made up of
residential, commercial and retail developments in Alberta,
British Columbia, Saskatchewan and Ontario. The company is
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also looking at multi-residential properties, but only ones that
can be stratified, or converted to condominiums

Condo conversion, says Arruda, is one way to release the
locked-in value of multi-residential buildings. Where an
apartment building might be worth $80,000 to $90,000 per
unit, the same building converted to condo might be worth
more like $200,000 per unit.

Gant says the goal of the condo conversion strategy is to
allow unit holders or limited partners to own the individual
apartments and rent them out. “We don’t necessarily intend to
divest the property. We're trying to maximize its value for the
investors every way we can. After all, the more they make, the
more we earn.”

Right now, says Gant, the company is looking for properties
in Alberta, Manitoba and Ontario, where condo conversion is
allowed. In British Columbia, condo conversion is only allowed
in certain areas. Victoria and many areas of Vancouver have
a moratorium on the practice, but smaller B.C. communities
with higher vacancy rates still allow condo conversions to take
place. Typically, says Arruda, it takes three to five years to get
the rezoning and permits to turn an apartment building into a
condo and sell off the units.

All of League’s buildings are managed by third-party property
managementcompaniesworkingto “rigorousstandardsestablished
by League,” says Arruda. “We hire a third-party manager because
what we specialize in is providing high-yield investments to our
member partners. We have a relatively small staff, only 22 people,
so we want to be focused on asset management and the investment
banking side of the business,” he says.

Another way the company aims to reduce overhead and
increase the return to member partners is through a concept
called a “closed-loop management structure.” It includes
the structure of the purchase, making sure the day-to-day
management of the properties is done economically and
launching co-operative marketing programs with tenants to
increase traffic and business. “We look at every possible way
to reduce expenses, raise incomes and increase the unit value,”
says Arruda.

Another aspect of League that differentiates it from other
real estate investment companies is that it has no in-house
salespeople. Investor concerns are looked after by Member
Services Managers.

If people phone or ask for information on League they are sent
a copy of the company’s Blue Book of Real Estate Syndication.
The 80-plus-page Blue Book, which was written by Arruda,
explains the concept of real estate syndication and is intended
to answer any questions a potential investor might have.

“If anyone calls,” says Arruda, “I tell them: I'll send you the
Blue Book and if you are interested after you've read it, you can
call us. Most investors are good with that. Our philosophy is to
provide people with enough information so that they can make
their own informed decision.”

Written materials, like the Blue Book, he says, reduce the
chance thata potential investor could be misinformed. “Everyone
gets the same promise and it’s on paper,” he says. Il



